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AMENDED AND RESTATED
UNIT POWER SALES AGREEMENT
BETWEEN
JACKSONVILLE ELECTRIC AUTHORITY,
AND
ALABAMA POWER COMPANY, GEORGIA POWER COMPANY,
GULF POWER COMPANY, MISSISSIPPI POWER COMPANY
AND SOUTHERN COMPANY SERVICES, INC.

THIS AMENDED AND RESTATED AGREEMENT, made and entered
into as of the 19th day of Mag , 1982, by and between
JACKSONVILLE ELECTRIC AUTHORITY ("JEA"), a body politic and
corporate in Duval County, Florida, and ALABAMA POWER COMPANY
("APC"), an Alabama corporation, GEORGIA POWER COMPANY
("GaPC"), a Georgia corporation, GULF POWER COMPANY ("GuPC"),
a Maine corporation, and MISSISSIPPI POWER COMPANY ("MPC"), a
Mississippi corporation (APC, GaPC, GuPC and MPC being some-
times collectively referred to as "Southern Companies™), and
SOUTHERN COMPANY SERVICES, INC. ("SCS"), an Alabama' corpora-
tion.

WITNESSETH:

WHEREAS, the Southern Companies are all affiliates by
virtue of the ownership of the common stock of such companies
by The Southern Company, a registered public utility holding
company under the Public Utility Holding Company Act of 1935,
and, together with SCS, are parties to an Intercompany Inter-
change Contract ("IIC") governing the coordination of opera-
tions between the Southern Companies; and .

WHEREAS, Southern Companies, together with SCS, and JEA
are parties to an Interchange Contract dated February 27,
1981, which provides for the establishment of certain points
of interconnection between the parties, and, pursuant to the
terms of which the parties contemplate the construction and
maintenance of additional points of interconnection which will
provide and improve system reliability of each of the systems
and accommodate transactions under this Agreement as well as
other agreements between the parties; and

WHEREAS, APC, GaPC, GuPC and MPC, electric public utili-
ties in the States of Alabama, Georgia, Florida and Missis-
sippi respectively, have undertaken to construct, or to have
constructed, for the benefit of their respective territorial
customers, certain coal fired steam electric generating units;
and
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WHEREAS, unforeseen changes in economic conditions and an
intensified conservation effort have reduced the expectation
of territorial demand growth and thereby also reduced the im-
mediate need for the capacity from these units on their most
economical construction schedule; and

WHEREAS, JEA, a utility in the State of Florida, desires
to purchase from Southern Companies, capacity and energy from
such units in the years and amounts specified herein; and

WHEREAS, sales of such capacity to JEA will benefit the
territorial customers of the Southern Companies by making use
of capacity available during the time period of this Agreement
and reducing ultimate cost to such territorial customers; and

WHEREAS, Southern Companies and JEA entered into a Unit
Power Sales Agreement dated February 27, 1981 ("Original
Agreement") pursuant to which Southern Companies undertook to
sell to JEA and JEA undertook to purchase from Southern Com-
panies capacity and energy from units as specified therein;
and oy

WHEREAS, JEA desires to purchase and Southern Companies
desire to sell additional unit power capacity from additional
coal-fired steam electric generating units and additional
capacity from units which were included in the Original Agree-
ment; and

"WHEREAS, to effect such additional sales, the parties
agree to enter into an amendment and restatement of the Origi-
nal Agreement.

NOW, THEREFORE, in consideration of the premises and the

covenants and agreements of the parties hereinafter set forth,
the parties hereto agree as follows:

ARTICLE I.

TERM OF AGREEMENT

l.1 Term: The parties acknowledge that the Original
Agreement became effective on February 27, 1981. The rights
and obligations of the parties under the Original Agreement
are hereby amended and restated in this Amended and Restated
Agreement ("New Agreement" or simply "Agreement") which shall
become effective as of the date of the latest signature on the
signature page hereof and shall continue through May 31, 1995
or such extended period agreed to by the parties under the
provisions of Sections 2.2.4 and 2.2.5 hereof. However, such
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term may be reduced as provided in Section 1.2 if the fol-
lowing condition is not met:

l.1.1 That review of this New Agreement be concluded by
the Federal Energy Regulatory Commission ("FERC"), or succes-
sor agency, without significant change hereto. To such end,
the Southern Companies agree to take steps promptly to file
this New Agreement, together with appropriate supporting docu-
ments, with FERC. JEA agrees to cooperate and assist Southern
Companies in securing conclusion of the review by FERC of this .
New Agreement without significant change hereto, in an expedi- |
tious manner.

1.2 Reduction of Term: 1In the event the condition set
forth in Section 1.1.1 is not met by January 1, 1983, Southern
Companies shall have the right, at their optlon, to seek re-
lief as provided in Section 5.4 hereof or give JEA notice that
this Agreement shall terminate on a date certain not less than
five (5) years from the date such notice is given to JEA, or
both. 1In the event Southern Companies seek relief from FERC
as provided in Section 5.4, but fail within twelve (12) months
thereafter to obtain rates which would produce estimated
charges to JEA at least equal to those which would have been

‘ produced under the New Agreement as initially filed with FERC,
then Southern Companies shall have the further right, at any

time and from time to time, at their option, and notwith-

| standing any provision of this Agreement to the contrary, to

‘ terminate this Agreement or seek any administrative or judi-
cial relief from FERC's determination which they deem appro-

priate, except that Southern Companies may not terminate the
Agreement on less than five (5) years' notice. In the event

} Southern Companies have given notice of termination as pro-

| vided above and, further, have obtained relief pursuant to

| Section 5.4 so that the charges produced hereunder are equal

| to or greater than those which would have been produced under

| the New Agreement as filed initially, then, in such event, JEA

| may, at its election, upon notice to Southern Companies given

| within sixty (60) days after written notice that such change

| is contained in a final and nonappealable order, elect to have

this Agreement extend for the entire term notwithstanding the

notice of termination given by Southern Companies. 1In the

| event Southern Companies seek relief from a failure by FERC to

| conclude its review of the initial filing of this Agreement

| without significant change by the filing of unilateral changes

| pursuant to Section 5.4, and in the event FERC agrees to such
change so that the rates to be charged would be higher than

| those which would have been imposed under the Agreement as

| initially filed then, in such events, JEA shall have the

| right, exercisable at any time up to sixty (60) days after the

. final and nonappealable order of FERC, to give Southern Com-

panies notice that this Agreement shall terminate on a date

|

\

|

160186-Staff-POD-57-405




not less than five (5) years from the date such notice is
given to Southern Companies.

ARTICLE IT

UNIT POWER CAPACITY

2.1 Units From Which Capacity Will Be Made Available:
The Units referred to in Section 2.2 hereof from which capac-
ity entitlement will be made available hereunder are (a) the
V. J. Daniel, Jr. Steam Electric Generating Plant, Units 1 and
2 ("Daniel 1 and 2") located in Jackson County, Mississippi,
(b) the J. H. Miller, Jr. Steam Electric Generating Plant,
Units 1, 2, 3 and 4 ("Miller 1, 2, 3 and 4") located in
Jefferson County, Alabama, and (c) the Robert W. Scherer Steam
Electric Generating Plant, Units 1, 2, 3 and 4 ("Scherer 1, 2,
3 and 4") located in Monroe County, Georgia. Daniel 1 and 2
are owned jointly by GuPC and MPC; Scherer 1 and 2 will be
jointly owned by GaPC and othd¥s; and Scherer 3 and 4 will be
jointly owned by GaPC and GuPC. . It is recognized that,
with respect to Scherer 1 and 2, GaPC has entered into a Pur-
chase and Ownership Participation Agreement and an Operating
Agreement with other parties, both dated as of May 15, 1980,
pursuant to which GaPC has agreed to purchase from such other
parties an entitlement to capacity and energy from such units
in amounts which diminish during the term thereof. Such ca-
pacity purchase is referred to herein as "buy-back capacity"”.
Exhibit A hereto sets forth with respect to each unit identi-
fied above the Expected Total Operating Capacity ("Expected
Capacity") of the unit; such values being 808 megawatts for
each of the Scherer Units, 512 megawatts for Daniel 1, 506
megawatts for Daniel 2 and 666 megawatts for each of the
Miller Units. Exhibit A also sets forth the projected date
for commercial operation of each unit; and the amount of the
Expected Capacity of each unit owned by or available to APC,
GaPC, GuPC, and MPC which is made available for sale hereunder
to JEA. For the purpose of determination of capacity avail-
ability hereunder, buy-back capacity from a unit shall be
considered a separate unit from owned capacity in the same
unit, and GuPC's ownership interest in Scherer 3 and 4 shall
be considered separate units from GaPC's ownership interest in
such units.

2.2 Capacity to be Purchased and Sold: Subject to
adjustments as provided in this Article II, APC, GaPC, GubPC,
and MPC hereby agree to sell and JEA hereby agrees to pur-
chase, capacity entitlement from the units specified in 2.1
above, in the amounts and in the contract periods set forth in
the following schedule:
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Contract Period

Jan.
Jan.
Jan.
Jan.
Jan.
Jan.
Jan.
Jan.
'
Jan.
Jan,
Jan.

June

June

The parties recognize that long-range plans and forecasts

l1-Dec.
1-Dec.
1-Dec.
1-Dec.
l-Dec.
1-Dec.
1-Dec.
1-Dec.
1l-Dec.

1-Dec.

1, 1993-Mav 31, 1993

31,
31,
31,
31,
31,
31,
31,
31,
31,
31,

1983
1984
1985
1986
1987
1988
1989
1990
1991
1992

1, 1993-May 31,

1, 1994-May 31, 1995

Capacity
(Megawatts)

300
300
300
300
500
400
400
400
400
400
333
200
100

which provide the basis for such sales and purchases of ca-

pacity are affected by many factors.

2.2.1

2.2.2

endar year 1983 under the specific conditions set forth in

Therefore:

In the event either party desires to increase
or decrease capacity sales or purchases for the contract per-
iods set forth above, the parties agree to negotiate in good
faith and with diligence to proceed to evaluate alternatives
which may reasonably provide for such desired change in capac-
ity; provided, that no such change shall be made except upon
mutual written agreement of the parties hereto.

= \

The contract period and amount of capacity to
be sold and purchased are subject to modification in the cal-

Section 4.2 hereof.

2.2.3

by Southern Companies during the vyears 1983 through 1992,
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and Florida Power & Light Company ("FPL") (which executed a
Unit Power sale contract with Southern Companies within thirtv
(30) days of the Original Agreement and as a result thereof
both FPL and JEA hereinafter are referred to as "Contempora-
neous Parties"), shall have the right of first refusal for the
purchase of a pro rata share of the capacity made available on
substantially the same terms offered other potential pur-
chasers to the extent the sale of such capacity would not
cause the then existing Transfer Limit as set forth in Section
4.4.1 to be exceeded; provided, however, such right must be
exercised within ninety (90) days after written notice from
Southern Companies informing JEA of the offer and the terms
and conditions of each such offer. JEA and the other Contem-
poraneous Party shall, prior to the end of such ninetv (90)
day period, notify Southern Companies of their election to
purchase a pro rata share of such additional capacity being
offered by Southern Companies based on the amount of unit
power capacity each has previously agreed to purchase during
each yvear for which the additional capacity is offered, and
each Contemporaneous Party shall give notice whether it elects
to purchase any part or all of the pro rata share refused by
the other Contemporaneous Party. 1In addition, in the event
such additional unit power capacity being offered is capacity
not included in Exhibit A as being made available for sale to
JEA, and JEA and the other Contemporaneous Party do not desire
to purchase such additional capacity, JEA may request that the
capacity being purchased by it be amended to include a portion
of such additions to Exhibit A. Southern Companies agree,
upon such request, and provided such additional capacity can
be sold, to amend Exhibit A such that the capacity charges for
unit power capacity sold to other purchasers is no less than
the capacitv charges for unit power sold to JEA. To the
extent capacity is made available from a unit other than those
designated in Section 2.1, such unit shall be considered to be
a unit specified in Exhibit A for the period capacity from
such unit is made available.

2.2.4 Southern Companies and JEA agree to negotiate
in good faith, together with the other Contemporaneous Party,
prior to January 1, 1986 to determine to what extent, if anv,
additional unit power capacity from coal-fired generating
resources can be made available for contract periods after
December 31, 1992 to provide for a more orderly decrease in
capacity sales. If, prior to the vear 1993, Southern
Companies offer to sell additional unit power capacity from
coal-fired generating resources to utilities outside of the
geographical areas served by Southern Companies during the
years 1993 through 1997, JEA and the other Contemporaneous
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Party shall each have the right of first refusal for the pur-
chase of any part or all of its pro rata share of such
capacity for the period of time it may require; provided,
however, such right must be exercised within ninety (90) days
after written notice from Southern Companies informing JEA of
such capacity being made available for sale and the terms and
conditions of each offer. JEA and the other Contemporaneous
Party shall, prior to the end of such ninety (90) day period,
notify Southern Companies of its election to purchase any part
or all of its pro rata share of such capacity based upon the
amount of unit power capacity each has agreed to purchase
under its Unit Power Sales Agreement for the month of December
1992 at the time such additional capacity is offered by
Southern Companies, and each Contemporaneous Party shall give
notice whether it elects to purchase any capacity refused by
the other Contemporaneous Party. 1In the absence of any
adjustment pursuant to this Section 2.2.4 this Agreement shall
terminate on May 31, 1995.

2.3 Determination of Capacity Available from Each Unit:
The amount of capacity to be made available from each unit
specified in Section 2.1 to constitute the total capacity to
be sold by APC, GaPC, GuPC, and MPC and purchased by JEA
hereunder, will vary from time to time during the term of this
Agreement. The nominal schedule of units, by time period,
from which sales will be made is set forth in Exhibit A, such
Exhibit A representing an agreed allocation to JEA of capacity
from each of the units specified in Section 2.1 by time period
based on Expected Capacity. It is recognized by the parties
that the actual units from which sales will be made, and the
total capacity to be sold and purchased, may vary from that
set forth in Exhibit A and any such variance shall be based on
the following principles:

2.3.1 On or before September 15, 1982 and September
15 of each year thereafter during the term hereof, the Net
Dependable Capacity will be established for each unit which
has theretofore been declared available for commercial opera-
tion or which is expected to be declared available for commer-
cial operation during the ensuing calendar year. Net Depend-
able Capacity for each unit shall be determined in accordance
with the procedure specified in Article I of the Unit Power
Sale Manual described in Section 5.1 hereof.

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

2.3.3 If the Net Dependable Capacity established for
the ensuing year for a unit from which capacity is to be sold
to JEA is more than or less than the Expected Capacity of such
unit as specified in Exhibit A, the capacity to be sold and
purchased during each period identified in Exhibit A for the
ensuing year shall be JEA's pro rata share of the Net Depend-
able Capacity determined by multiplying the amount of capacity
sale shown for such unit in Exhibit A for each period by the
ratio of the Net Dependable Capacity of the unit to the Ex-
pected Capacity of such unit as set forth in Exhibit. A.

2.3.4 In the event Net Dependable Capacity for any
unit is less than the Expected Capacity, Southern Companies
shall include in their notice of determination of Net Depend-
able Capacity under Section 2.3.1 information as to capacity
which is available, consistent with Prudent Utility Practices
(as defined in Section 10.5 hereof), from any remaining Net
Dependable Capacity in units specified in Exhibit A then owned
by or operated by Southern Companies or other coal-fired steam
electric generating resources owned or operated by any of the
Southern Companies, including the estimated capacity costs
expected from any such other resources. On or before October
1 following such notice, JEA and any other purchaser of unit
power capacity from that unit shall notify Southern Companies,
in writing, whether they wish to purchase a pro rata share of
such additional capacity. If any other purchaser of unit
power capacity from the unit refuses to purchase such addi-
tional capacity, the refused amount of such capacity will be
offered to JEA on a pro rata basis with other purchasers of
unit power capacity from the unit. To the extent capacity is
made available pursuant to the above procedure from a unit
other than those designated in Section 2.1, 'such unit shall be
considered to be a unit specified in Exhibit A for the period
capacity from such unit is made available.

2.3.5 To the extent, notwithstanding the above ef-
forts, capacity in the total amount specified in Section 2.2
hereof cannot be made available to JEA during any year (or
portion thereof) because the Net Dependable Capacity determi-
nation for one or more units specified in Exhibit A is less
than the Expected Capacity of such unit or units, the sole
obligation of the Southern Companies shall be to provide ad-
ditional capacity to JEA in the amount determined in accord-
ance with Sections 2.3.1 through 2.3.4.
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2.3.6 In the event any of the capacity of the Miller
Units set forth in Exhibit A in any year cannot be made avail-
able because of a sale of the capacity of such units to-
Alabama Municipal Electric Authority, not to exceed five per-
cent (5%) of any such unit, in such event, Southern Companies
shall make available to JEA capacity from other coal-fired
steam electric generating resources owned or operated by
Southern Companies. To the extent such capacity is made
available from a unit other than those designated in Section
2.1, such unit shall be considered to be a unit specified in
Exhibit A for the period capacity from such unit is made
available.

2.4 Delay in Commercial Operation of Units: Notwith-
standing the schedule of sales set .forth in Section 2.2 above,
the obligation of APC, GaPC, and GuPC to make capacity from
the units specified in Exhibit A available to JEA shall fur-
ther be subject to delays in the projected dates for commer-
cial operation of each such unit. Construction of such units
and any delays therein shall be governed by the following
principles:

2.4.1 APC, GaPC, and GuPC, respectively, agree to use
best efforts consistent with Prudent Utility Practices (as
defined in Section 10.5 hereof) to design and construct, or to
have designed and constructed, the units in which they agree
to have an ownership or buy-back interest so that such units
shall have been declared available for commercial operation as
of the date set forth in Exhibit A. Southern Companies shall
not be liable to JEA for any loss or damage for delays or
failures to have such units declared available for commercial
operation as of such dates due to causes not reasonably within
their control including, but not limited to, acts of civil or
military authority (e.g. courts or administrative agencies),
acts of God, war, riot or insurrection, inability to obtain
any required permits or licenses, blockades, embargoes, sabo-
tage, epidemics, fires, floods, strikes, lockouts or other
labor disputes or difficulties, unusually severe weather con-
ditions, breakdowns of machinery or equipment, inability to
obtain necessary materials or equipment, and economic con-
straints such as inability to secure adequate capital on
reasonable terms for continued construction. In the event of
any delay resulting from such causes, the time for performance
shall be extended for a period of time reasonably necessary to
overcome the effect of such causes. Southern Companies shall
keep JEA informed of the construction schedules and any
changes which alter the anticipated dates for commercial oper-
ation of the units, together with the reasons for such
changes. The dates established in Exhibit A as the projected
dates for commercial operation of the Miller and Scherer units
are based on the present plans of APC and GaPC, respectively,
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and information available to it. It is recognized that the
ability to predict such dates with exactness does not exist.
In the event any of the dates for commercial operation are not
met and the delay does not exceed one year from the projected
date for commercial operation as set forth in Exhibit A, and
in the further event capacity is made available to JEA during
such period under Section 2.4.2, then it shall be conclu-
sively presumed that the delay in the commercial operation of
the unit resulted from events beyond the control of the
Southern Companies. In the event such delay extends beyond
one (l) year, such presumption shall be revoked retroactive to
the projected date for commercial operation set forth in Ex-
hibit A.

2.4.2 Southern Companies agree, nevertheless, that in
the event a unit specified in Exhibit A is not available for
commercial operation as of the date specified therein, as a
result of the type of delay or failure described in Section
2.4.1, Southern Companies shall use their best efforts, con-
sistent with Prudent Utility Practices, to make the amount of
capacity from such unit which was scheduled to be made avail-
able to JEA as specified in Exhibit A available from other
coal-fired steam electric generating resources owned or
operated by any of the Southern Companies, including those
specified in Section 2.1. To the extent such capacity is made
available from a unit other than those designated in Section
2.1, such unit shall be considered to be a unit specified in
Exhibit A for the period capacity from such unit is made
available.

2.4.3 In the event any unit is not available for com-
mercial operation as of the initial date for sales of capacity
to JEA from such unit as specified in Exhibit A due to reasons
not excused under Section 2.4.1, then in such event, as the
sole obligation arising out of such delay, Southern Companies,
shall (1) make available to JEA unit power from other coal-
fired steam electric generating resources during the period of
the delay attributable to causes not excused under Section
2.4.1 in the amount of capacity to have been furnished from
the delayed unit as specified in Exhibit A, and (2) make ad-
justments in the capacity rates as specified in Article II of
the Unit Power Sale Manual. To the extent such capacity is
made available from a unit other than those designated in Sec-
tion 2.1, such unit shall be considered to be a unit specified
in Exhibit A for the period capacity from such unit is made
available.

2.5 Character of Sale: The sale of unit power pur-
suant to this Agreement shall not constitute a sale, lease,
transfer or conveyance of an ownership interest in such units
to JEA, nor a dedication of ownership of such units to JEA or

- 10 -
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any other party. Energy associated with capacity from units
made available hereunder shall, however, be devoted to JEA and
the delivery of such energy to JEA shall not be subject to
preemption by the Southern Companies for any other use. Ex-
cept for capacity which is substituted during a year for ca-
pacity which was expected to be available, in accordance with
Sections 2.4.2 or 2.4.3, the portion of such units to which
JEA and others have a contractual capacity entitlement, shall
not be included in the determination of capacity pricing for
the purposes of power sales made by Southern Companies to JEA
pursuant to any other power sales under contracts between
Southern Companies and JEA. '

ARTICLE III

ENERGY AVAILABILITY

3.1 Energy: During each year specified in Section 2.2
(or portion thereof), JEA will be entitled to schedule for
delivery to the interconnection points identified in Section
4.1, energy in amounts up to a maximum of the capacity amount
to which JEA is entitled in the particular time period, as
determined in accordance with Article II, subject to the prin-
ciples and determinations set forth in Sections 3.2 through
3.9. Beginning the week prior to the week for initial de-
livery hereunder and each week thereafter during the term
hereof, Southern Companies will provide JEA with an estimated
daily schedule of the availability of such energy for the
coming week (herein defined as Monday through Sunday). Such
estimated availability schedule by units, together with the
estimated applicable Base Energy Rates, Alternate Energy
Rates, Supplemental Energy Rates and Discretionary Energy
Rates shall be furnished by 11:00 a.m. on the Friday of that
week, unless mutually agreed otherwise. Further, Southern
Companies will provide JEA an hourly schedule by units of the
availability of such enerqgy, together with estimated appli-
cable energy rates, each day by 11:00 a.m. for the following
day, and such schedule may not be altered on less than four
(4) hours prior notice, unless an alteration is necessary due
to forced outage or curtailment of generating capacity or un-
less otherwise mutually agreed by the Operating Representa-
tives of JEA and Southern Companies. All hours specified
herein shall be prevailing Central Time unless otherwise
agreed.

3.2 Scheduling Energy: Beginning the week prior to
the week for 1initial delivery hereunder and each week there-
after dquring the term hereof, JEA will supply Southern Com-
panies an estimated daily schedule of capacity usage by units
for the coming week (herein defined as Monday through Sunday).
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Such estimated schedule shall be furnished by 3:00 p.m. on the
Friday prior to the week in which the capacity is required,
unless mutually agreed otherwise. Further, JEA will provide
Southern Companies an hourly schedule of capacity usage, by
units, by 3:00 p.m. the day prior to when the capacity is re-
quired, and such schedule may not be altered on less than four
(4) hours prior notice, unless otherwise mutually agreed by
the Operating Representatives of JEA and Southern Companies.
All hours specified herein shall be prevailing Central time,
unless otherwise agreed. JEA will schedule total hourly ca-
pacity usage in amounts which are multiples of fifty (50) meg-
awatts, unless otherwise agreed. :

3.3 Unavailability or Derating of Units: Except as
provided in Section 3.8 hereof, JEA shall not be entitled to
energy associated with any unit which has been made available
under Article II, or portion of any such unit, at any time
when and to the extent such unit, or portion thereof, is un-
available for service because of scheduled maintenance, forced
outage or any other non-discretionary cause, or is partially
derated from the Net Dependable Capacity of such unit deter-
mined in accordance with Section 2.3.1. 1In the event of par-
tial derating of a unit, JEA shall have the right to schedule
energy associated with such unit, or to receive energy pre-
viously scheduled, up to a maximum of the capacity amount de-
termined by the following formula:

MUPC = UPC X AOC
NDC

Where:
MUPC

Maximum unit power capacity entitle-
ment of JEA from such unit after
derating.

UPC = Unit power capacity entitlement of
JEA from such unit determined in
accordance with Article II.

NBC-= Net Dependable Capacity of unit.
AOC = Actual operating capability after
derating as determined by the
company responsible for operating.
the unit.

3.4 Allocation of Energy Schedules to Generation

Units: Schedules for hourly capacity usage provided by JEA

subject to Sections 3.1 and 3.2 above will be deemed to be
requests for energy to be delivered from the generation units
from which JEA has a capacity entitlement, as determined under

- 12 -

160186-Staff-POD-57-414



Article II and as modified by Section 3.3 for units unavail-
able or derated. JEA may, upon four (4) hours notice, in ac-
cordance with Section 3.2, schedule energy from each gener-
ating unit for each hour in any amount, subject to Section
3.6, up to JEA's maximum capacity entitlement from that gen-
erating unit. The energy so .scheduled by JEA and delivered by
Southern Companies from the scheduled unit, is hereinafter
called "Unit Energy." Unit Energy shall be supplied to all
parties purchasing unit power from a generating unit on a pro
rata basis based on the energy scheduled from that unit.  Unit

-Energy supplied to JEA shall be the lesser of (1) an amount

equal to the total net generation of that unit multiplied by
the ratio of the energy scheduled by JEA to the total energy
scheduled by all parties purchasing.unit power from that unit,
or (2) the energy scheduled by JEA. If the Unit Energy so
supplied to JEA is less than the energy scheduled from that
unit in accordance with this Section 3.4, the balance of the
energy scheduled shall be supplied as Alternate Energy pur-
suant to Section 3.7.

3.5 Minimum Energy Scheduling: JEA agrees to schedule
energy from each unit made available under Article II in ex-
cess of a fifty percent (50%) output factor on an annual
basis. JEA agrees to use its best efforts, consistent with
Prudent Utility Practices, to make the energy scheduled from
each unit pursuant to Section 3.4 such that during any year
the total energy scheduled from each unit is more than one-
half the total hourly capacity made available from that unit
under Article II for such year, as adjusted pursuant to Sec-
tion 3.3 above. :

3.6 Minimum Operation Energy: During all periods when
a unit made available to JEA under Article II is operating at
minimum operating conditions, JEA shall accept delivery of the
energy associated with the minimum operation capacity obliga-
tion of JEA associated with such unit. For the purpose of
this Agreement, "minimum operating conditions" shall mean the
minimum loading required for stable operation of a unit as
determined from time to time by the entity responsible for
operation of the unit. JEA's minimum operation capacity ob-
ligation for each unit shall be determined by the following
formula:

MOCO = UPC X MC
NDC

Where:

MOCO = JEA's minimum operation capacity
obligation of a unit.
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UPC = JEA's unit power capacity entitle-
ment from such unit determined in
accordance with Article ITI.

NDC = Net Dependable Capacity as determined
in Section 2.3.1.

MC = Minimum loading required for stable
operation of the unit.

3.7 - Option to Furnish Scheduled Energy from Alternate
Resources: Energy requested by JEA, and deemed to be sched-
uled from specific units, as determined in Section 3.4, may be
provided by Southern Companies from other resources owned or
operated by Southern Companies. Such energy, delivered from
resources other than those from which such energy was sched-
uled pursuant to Section 3.4, during periods in which such
specific units are available for operation, is hereinafter
called "Alternate Energy." Any Alternate Energy delivered by
Southern Companies in lieu of energy from a specific unit
shall be delivered to all parties purchasing unit power from
such unit on a pro rata basis to each party based on energy
scheduled from that unit.

Alternate Energy may be supplied by Southern Com-
Panies from an assigned unit or from the units in economic
dispatch on the system of the Southern Companies at the time,
at the sole option of Southern Companies. However, it is
agreed that Alternate Energy will normally be supplied from
units in economic dispatch except when system operating
conditions indicate otherwise. Southern Companies will notify
JEA of the amount of Alternate Energy to be made available,
the selected energy sources, and the estimated energy rates at
the times set forth in Section 3.1.

3.8 Supplemental Energy Scheduling: APC, GaPC, GuPC,
or MPC as the case may be, agrees to use reasonable efforts to
make energy available to JEA from each unit to which JEA has a
capacity entitlement pursuant to Article II on the basis of a
ninety percent (90%) target capacity factor on an annual
basis. It is recognized that such efforts to achieve such
target may be frustrated by forced outage of the units, needs
for repair or maintenance of the units, governmental restric-
tions or other non-discretionary reasons. The sole obligation
of Southern Companies for the failure to achieve such target
capacity factor for each unit shall, where due to the afore-
said reasons, be as follows:

3.8.1 During periods in which a unit to which JEA has
a capacity entitlement under Article II is unavailable for
service, Southern Companies shall use their best efforts,
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consistent with Prudent Utility Practices, to make available
supplemental energy from other coal-fired generating resources
owned or operated by the Southern Companies equal to one hun-
dred percent (100%) of JEA's entitlement in such unit under
Article II.

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

3.8.3 In the event.the Supplemental Energy provided
for in Sections 3.8.1 and 3.8.2 c¢annot be provided from coal-
fired generating resources, Southern Companies agree to use
their best efforts, consistent with Prudent Utility Practices,
to make energy available from other generating resources of
Southern Companies in amounts equal to the Supplemental Energy
provided for in such Sections. Such energy made available by
Southern Companies and scheduled for delivery, at JEA's elec-
tion, shall be deemed Supplemental Energy.

3.8.4 Southern Companies will not be obligated to
provide JEA any additional Supplemental Energy for the re-
mainder of any year from and after the date on which Southern
Companies have made available to JEA for scheduling under this
Agreement (except for energy made available under Sections
3.8.3 and 3.9 but not taken by JEA and for energy made avail-
able but not deliverable because of Southern Companies' in-
ability to deliver due to transmission contingencies of less

- than two (2) weeks duration pursuant to Section 4.4) energy in

the aggregate equal to ninety percent (90%) of JEA's total
capacity entitlement for such year, as determined in accor-
dance with Article II, multiplied by the number of hours in
such year. To the extent any energy requested by JEA during
the remainder of any such year is not available from units to
which JEA has a capacity entitlement, such energy and associ-
ated capacity shall be furnished, if at all, under other rate
schedules between the parties.

3.8.5 Supplemental Energy shall mean energy available
on the systems of the Southern Companies, not needed at that
time on their own systems to meet their own system require-
ments (including power used for pumping at pumped storage
hydroelectric projects) and other power sale commitments
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taking precedence before delivery under this Agreement. The
only power sale commitments taking precedence over the avail-
ability of Supplemental Energy are: (1) any seasonal energy
or capacity exchange agreements now existing or entered into
in the future, (2) any firm power interchange sales to other
utilities or third parties now existing or entered into in the
future, (3) any other Unit Power sales with other utilities or
third parties now existing or entered into in the future, (4)
the Long Term Power sales with JEA and other utilities which
were” executed prior to February 19, 1981, and (5) any short
term power being supplied under provisions of a now existing .
contract with Alabama Electric Cooperative, Inc. Notwith-
standing the above, it is understood that any Supplemental
Energy made available for delivery by the Southern Companies
will be made available to JEA and FPL on a pro rata basis
based upon each such party's capacity entitlement in the unit
unavailable for service.

Supplemental Energy, if available, may be supplied
from an assigned generating unit of the Southern Companies or
from the units in economic dispatch on the system of the
Southern Companies at the time. Southern Companies will, at
their sole option, determine whether the energy is to be sup-
plied from an assigned unit or from units in economic dis-
patch. However, it is agreed that Supplemental Energy will
normally be supplied from units in economic dispatch except
when system operating conditions indicate otherwise. Southern
Companies will notify JEA of the amount of Supplemental Energy
to be made available, the selected energyv sources and the es-
timated energv rates at the times set forth in Section 3.1.

3.9 Discretionary Energy Scheduling: In addition to the
energvy made available pursuant to Sections 3.8.1, 3.8.2 and
3.8.3, if requested by JEA, Southern Companies will make
available, after meeting all other obligations of Southern
Companies and any discretionary sales, energy from other coal-
fired generating resources owned or operated by the Southern
Companies, up to ten percent (10%) in excess of JEA's total
capacity entitlements. Energy made available to JEA pursuant
to this Section is hereinafter called "Discretionary Energv."
If at JEA's election such Discretionary Energv is scheduled
for delivery, it will be considered as energy delivered in an
effort to achieve the ninety percent (90%) target capacity
factor provided for in Section 3.8.

3.9.1 Discretionary Energy shall mean energy avail-
able on the systems of the Southern Companies, not needed at
that time to meet their own system requirements and needs, any
power sale commitments now existing or entered into in the
future, and any other discretionary power sales under
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‘

agreements with JEA and other utilities (or third parties) now
existing or entered into in the future.

3.9.2 Discretionary Energy made available for de-
livery by the Southern Companies will be made available to JEA
and FPL, as a Contemporaneous Party, on a pro rata basis based
upon each such party's capacity entitlements during the con-
tract period. Discretionary Energy, if available, may be sup-
plied from an assigned generating unit of the Southern Com-
panies or from the units in economic dispatch on the system of
the Southern Companies at the time. Southern Companies will,
at their sole option, determine whether the energy is to be
supplied from an assigned unit or from units in an economic
dispatch. However, it is agreed that Discretionary Energy
will normally be supplied from units in economic dispatch
except when system operating conditions indicate otherwise.
Southern Companies will notify JEA of the amount of Discre-
tionary Energy to be made available, the selected energy
sources and the estimated energy rates at the times set forth
in Section 3.1.

ARTICLE IV

ESTABLISHMENT OF DELIVERY POINTS, CONSTRUCTION OF
TRANSMISSION FACILITIES AND TRANSMISSION CONTINGENCIES

4.1 Points of Delivery: Southern Companies shall de-
liver the power and energy purchased by JEA hereunder to the
Points of Delivery specified in Article III of the JEA-
Southern Companies Interchange Contract dated February 27,
1981 and the points of delivery to be established pursuant to
Section 4.2 below.

4.2 Additional Points of Delivery to be Established:
It is recognized that certain of the transmission facilities
which are to be constructed by GaPC and for which JEA is
responsible in order to establish the Points of Delivery for
the delivery and receipt of the power and energy to be sold
and purchased hereunder have not been completed. GaPC and JEA
shall use best efforts consistent with Prudent Utility Prac-
tices to complete such facilities by the time such facilities
are needed to deliver and receive power and energy sold and
purchased hereunder.

4,.2.1 In the event completion of transmission facili-
ties to be constructed by GaPC is delayed for any reason and
power and energy scheduled to be sold and purchased hereunder
cannot be effected as a result thereof, GaPC and other South-
ern Companies shall, as their sole obligations for such delay,
waive JEA's obligations to purchase capacity and energy until
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such facilities are completed. 1In the event GaPC has not
completed such facilities by January 1, 1984, to the extent
any delay is attributable to GaPC's failure to exert its best
efforts consistent with Section 4.2 above, JEA may exercise
all of its rights in equity and at law against GaPC and other
of the Southern Companies for breach of contract, and Southern
Companies shall not be relieved of any of their obligations
hereunder.

4.2,2 In the event completion of transmission facili-
ties for which JEA is responsible is delayed for any reason,
and power and energy scheduled to be sold and purchased here-
under cannot be effected as a result thereof, JEA and Southern
Companies shall suspend sales and purchases of power and
energy with respect to Service Schedule E of the Interchange
Contract (or the Power Sale Agreement if such Interchange Con-
tract has not become effective) and JEA shall, as its sole
obligation for such delay, purchase from Southern Companies
the amount of power under this Agreement which can be accom-
modated over the then existing interconnections between the
parties consistent with the Transfer Limits (as defined in
Section 4.4) and consistent with the rights of other Florida
Utilities including Contemporaneous Parties which had con-
tracts with Southern Companies for the purchase of unit power
or Long Term Power as of the effective date of this Agreement.
Such purchases, if not JEA's full capacity entitlement here-
under, shall be allocated on a pro rata basis from each unit
to which JEA has capacity entitlement. To the extent sales
and purchases of power and energy are suspended under Service
Schedule E of the Interchange Contract (or Power Sale Agree-
ment if applicable), JEA and Southern Companies shall, at
JEA's option, add an equal period of time (up to one year) to
the term of said contract providing for the sale and purchase
of such power and energy suspended because of such delay. JEA
shall exercise such option by giving written notice to South-
ern Companies on or before March 1, 1984.

In the event JEA has not completed such transmission
facilities by January 1, 1984, to the extent any delay is at-
tributable to JEA's failure to exert best efforts consistent
with Section 4.2 above, Southern Companies may exercise all of
their rights in equity and at law against JEA for breach of
contract and JEA shall not be relieved of any of its
obligations hereunder.

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

During the period of a transmission contingency of
less than two (2) weeks in duration within Southern Companies'
systems, energy which could not be delivered to JEA shall not
constitute energy made available toward the ninety percent
(90%) target capacity factor provided for in Section 3.8.
During the period of a transmission contingency of more than
two (2) weeks in duration, the parties acknowledge and agree
that certain adjustments in operating and accounting proce-
dures will be necessary and that such adjustments will be made
in an equitable manner consistent with principles set forth in
this Agreement. Such adjustments will be referred to the
Operating Committee for resolution.

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

4.4 Limitation of Transmission Facilities: Southern
Companies and JEA recognize and acknowledge that transmission
facilities being constructed pursuant to this Agreement and
other interconnections now existing or which may be con-
structed in the future between Southern Companies and other
electric utilities in Florida are governed by principles and
guidelines set forth in the FCG-Southern Reliability Coordi-
nation Agreement. Southern Companies and JEA agree that in
order for the full benefit of this Agreement to accrue to the
parties hereto while preserving the reliability of their sys-
tems, such principles and guidelines must be observed
throughout the duration of existing power purchase and sales
agreements, this Agreement and any and all power purchase and
sales contemplated in the future.

Southern Companies and JEA hereby agree to observe
"Transfer Limits" between Southern Companies and Florida (ex-
cluding GuPC) consistent with criteria set forth in the FCG-
Southern Reliability Coordination Agreement. Until Transfer
Limits are defined under the FCG-Southern Reliability Coordi-
nation Agreement, Transfer Limits will be defined by the cri-
teria set forth below:
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4.4.1 Transfer Limits: The Southern-Florida (ex-
cluding GuPC) First Contingency Transfer Limit is defined as
the total amount of power that can be transferred from
Southern Companies to Florida (excluding GuPC), for periods up
to several davs with an assurance of adequate system reliabil-
ity, based on the most limiting of the following:

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

(b) The bulk power electrical system is capable of
absorbing the dynamic power swings without separa-
tion between Southern Companies and Florida (ex-
cluding GuPC) and of remaining stable following the
loss of any single transmission circuit, breaker, or
transformer in the Southern Companies systems in-
cluding the Southern-Florida interconnection cir-
cuits, or following the loss of the largest
generating unit in Florida or in the Southern Com-
panies systems.

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

4.4,1.1 The total amount of power scheduled from
Southern Companies to Florida (excluding GuPC), including any
other sales or transfers from Southern Companies to other
Florida utilities, shall not exceed the Transfer Limit except
by mutual agreement during emergencies or other agreed to cir-
cumstances.

4.4.1.2 If either party desires to schedule transfers
other than emergency transfers between Southern Companies and
Florida (excluding GuPC) in excess of the then existing Trans-
fer Limit, except as mutually agreed to in Section 4.4.1.1,
then such party, in conjunction with any other third parties
in interest, shall install facilities on their system or take
any actions which are necessary to permit the desired transfer
in conformance with 4.4.1.1.

4,4.1.3 Schedules of power by Southern Companies to
Florida (except GuPC) in excess of the level of transactions
under existing or contemporaneous agreements with FPL, JEA,
Florida Power Corporation and the City of Tallahassee may
create an undue burden on the transmission system of JEA, even
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though such schedules are within the Transfer Limit estab-
lished under this Section 4.4. To the extent Southern Com-
panies propose to make any additional sales of power in excess
of such amounts to utilities in Florida for periods of one
year or more, Southern Companies shall notify JEA of such pro-
posal and JEA agrees to notify Southern Companies, within
sixty (60) davs after receipt of notice of such proposal
whether, in its judgment, based on a good faith evaluation by
JEA, a reasonable probability exists that such sale will re-
sult in the imposition of an undue burden on the transmission
system of JEA. In the event JEA fails to identify any such
burden within such time, the agreement for such sale by’
Southern Companies shall not be prohibited by this Agreement.
To the extent JEA identifies any potential burden on its
transmission system resulting from such sale, JEA agrees to
meet with Southern Companies and the party or parties to whom
such sale is to be made to discuss in good faith what facili-
ties or operating procedures are necessary to avoid such bur-
den. In the event no agreement can be reached as to methods
of avoiding such burdens, Southern Companies shall not enter
into such sales.

In the event Southern Companies schedule trans-
fers to Florida (except GuPC) in excess of the level of trans-
actions identified above under schedules involving sales of
less than one year duration, then, to the extent such sched-
uled transfers together with other sales do not exceed the
Transfer Limit established under Section 4.4 above, such
schedule of power shall not be prohibited by this Agreement
unless JEA notifies Southern Companies that, in its reasonable
judgment made in good faith, a burden on its transmission sys-
tem has been created by such schedule. Southern Companies
shall upon receipt of such notice reduce its schedule of such
transfers to an acceptable level.

ARTICLE V

PROCEDURE FOR CAPACITY AND ENERGY RATES

5.1 Unit Power Sale Periodic Rate Computation
Procedure: JEA and Southern Companies recognize that the cost
of providing the unit power and electric services contemplated
herein may change during the term of this Agreement. Thus, in
order for Southern Companies to be compensated fairly and ade-
quately, it will be necessary to revise or update, on a per-
iodic basis, the cost, expense, and investment figqures uti-
lized in the derivation of the capacity charges and certain
components of the energy charges provided for in this Agree-
ment.
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In order to facilitate revisions or updates of the
charges calculated under the basic procedure and methodology
outlined in this Agreement, Southern Companies have adopted a
Unit Power Sale Periodic Rate Computation Procedure Manual
("Unit Power Sale Manual") which is attached hereto as Exhibit
B to this Agreement and incorporated herein by reference. The
Unit Power Sale Manual describes in detail the methodology and
procedure to be utilized in the periodic calculation of
charges provided for in this Agreement.

The Unit Power Sale Manual, together with this
Agreement shall serve as a formulary rate allowing periodic
revisions of the charges to reflect changes in costs of pro-
viding the services contemplated by this Agreement. The capac-
ity charges and certain components of the energy charges
calculated in accordance with the Unit Power Sale Manual will
be shown on the Unit Power Sale Informational Schedule further
described in Section 5.2 herein. .

5.2 Unit Power Sale Informational Schedule: The Unit
Power Sale Informational Schedule for Southern Companies
showing estimated charges for the unit power sales contem-
plated by this Agreement is attached hereto for example pur-
poses only and will be replaced with an updated Unit Power
Sale Informational Schedule showing the initial charges for
the unit power sales during the first calendar year in which
the unit power sales occur. The Unit Power Sale Informational
Schedule will be revised for each calendar year during the
continuation of unit power sales hereunder. Revisions of
charges contained in the Unit Power Sale Informational Sched-
ule shall follow the methodology and procedure set forth in
this Agreement and the Unit Power Sale Manual. A revised Unit
Power Sale Informational Schedule shall be submitted by
Southern Companies to JEA on or before November 1 of each year
for application on January 1 of the following year. This time
period will allow JEA and Southern Companies to verify that
the charges contained in the revised Unit Power Sale Informa-
tional Schedule have been computed in accordance with this
Agreement and the methodology and procedure set forth in the
Unit Power Sale Manual. Since the charges contained in the
revised Unit Power Sale Informational Schedule will be com-
puted in accordance with the formulary rate method and pro-
cedures described in this Agreement and the Unit Power Sale
Manual, it is the intent of Southern Companies and JEA that
such revisions will not be changes in rates which would re-
quire a filing and suspension under the Federal Power Act and
the applicable Rules and Regulations of the FERC. A revised
Unit Power Sale Informational Schedule will be filed with the
FERC, or its successor in interest, for informational purposes
to show the application of the formulary rate method and
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procedure and the resulting charges provided for in this

Agreement and the Unit Power Sale Manual.

5.3 Unilateral Revision of Capacity and Energy Rates
and/or Unit Power Sale Periodic Rate Computation Procedure
Manual: In addition to the right to change the charges as
described in Sections 5.1 and 5.2 above, Southern Companies
shall have the right to amend the formulary capacity and
energy rates established in this Agreement, Unit Power Sale
Manual, and Unit Power Sale Informational Schedule. This
right shall be limited to the following changes in the formu-
lary capacity and energy rates: (i) changes in provision for
percentage return on equity capital, and (ii) changes in pro-
visions establishing capacity and energy losses. In addition,
Southern Companies shall have the right on a single occasion
prior to January 1, 1983 to amend cost components included in
the formulae for capacity and energy rates to add thereto any
legitimate costs which though existing as of the date of exe-
cution of this Agreement, were not recognized as being appli-
cable hereto and were inadvertently omitted from a formula
component. In the event such amendment would result in im-
position of charges to JEA greater than two percent (2%)
higher than charges to JEA which would have resulted without
such amendment, and Southern Companies do not agree to elimi-
nate such charges greater than two percent (2%), JEA shall
have the right, within sixty (60) days from FERC's approval of
such' amendment, to terminate this Agreement by written notice
to Southern Companies specifying a termination date as any
date prior to December 31, 1992. Southern Companies shall have
the right to unilaterally make application to the Federal
Energy Regulatory Commission for a change in rates under Sec-
tion 205 of the Federal Power Act and pursuant to the Commis-
sion's Rules and Regulations promulgated thereunder with re-
spect to the specific matters identified above. In all such
events, JEA shall be free to support or contest such amendment
or raise any objection it may have to such amendment before
FERC. Southern Companies shall further have the right to file
unilateral changes in the capacity and energy rates to the
extent, at any time, any additional legitimate cost not now in
existence, is incurred with respect to charges for capacity
and energy (including government impositions), which such cost

- is not recouped under the capacity and energy rates set forth

herein. JEA will support any such change and cooperate and
assist Southern Companies in securing approval by FERC of such
additional charges to the extent the additional charge can
reasonably be defended by JEA.

5.4 Unilateral Changes Resulting From Regulatory
Action: Southern Companies shall further have the right to
file one or more unilateral changes in the capacity and energy
rates under this Agreement if the rates provided for in this
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Agreement are disapproved or modified by the FERC, or its suc-
cessor. JEA agrees to support any such change and cooperate
and assist Southern Companies in securing approval by FERC of
such change to the extent the change by Southern Companies
would not result in the imposition of higher estimated charges
to JEA than those which would have been produced under the
Agreement prior to the action taken by FERC; provided, how-
ever, that JEA's support is contingent upon its determination
that it can reasonably defend such change otherwise.

ARTICLE VI

CHARGES FOR SERVICE

6.1 Rates: JEA shall pay each month for the capacity,
and energy furnished hereunder and transmission losses associ-
ated therewith on the following bases:

6.2 Capacity Rates: With respect to each unit from
which capacity is made available to JEA pursuant to Article
II, the capacity charge shall be the sum of the dollar per
kilowatt-month charge produced by the applicable formulary
rate set forth in Article II of the Unit Power Sale Manual for
each unit plus the dollar per kilowatt-month charge produced
by the formulary rate set forth in Article III thereof for
associated transmission capacity. The dollar per kilowatt-
month charge for each unit produced by the formulary rate
shall be multiplied by the number of kilowatts of capacity
from such unit made available to JEA pursuant to Article II
hereof each month and the sum of the charges for all units
during each month shall be paid by JEA in accordance with
Section 7.1 hereof (Billing and Payment). 1In the event the
Net Dependable Capacity of any unit from which capacity sales
are to be made to JEA is determined to be zero for any year,
JEA shall be responsible for the dollar per kilowatt month
charge for such unit produced by the formulary rate assuming
such Net Dependable Capacity equaled the Expected Capacity and
multiplying such charge by the capacity to which JEA would
have been entitled in such circumstance. JEA shall not be
responsible for capacity charges for any such unit to the ex-
tent the Net Dependable Capacity for such unit is zero for any
year due to causes within the reasonable control of the Com-
pany responsible for operating the unit, as governed by
Prudent Utility Practices. Southern Companies shall true up
the capacity charge, on a periodic basis (not less frequently
than annually), to reflect actual costs. Such true up will be
performed in accordance with Article IX of the Unit Power Sale
Manual.
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6.3 Base Energy Rates: For Unit Energy supplied to
JEA during each month from the units specified in Exhibit A
pursuant to Section 3.4, JEA shall pay an amount per Mwh
(hereinafter called Base Energy Rate) delivered from each unit
equal to the sum of the following items (expressed in $/Mwh):

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

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

(c) The in-plant fuel handling expenses for the unit.
The procedure for determining this component of the
energy charge is described in Article V of the Unit
Power Sale Manual.

(d) Compensation for transmission losses, based on the
average transmission loss percentage ($L_). The
. - procedure for determining "$I_" is set £8rth in
Article VII of the Unit Power Sale Manual. Using
(a), (b) and (c) above,

(d) = [(a) + (b) + (c)] (3L + 100)
1-(%Ee T 100)

6.4 Alternate Energy Rates: For energy supplied to JEA i
at any time from alternate sources owned or operated by South- |
ern Companies, in accordance with Section 3.7, JEA shall pay
an amount per MWh delivered which is the lesser of (1) the ‘
Base Energy Rate as determined in Section 6.3 for the unit for
which Alternate Energy is provided, (2) the Normalized Energy ‘

Rate as determined in Section 6.6 for the unit for which Al-
ternate Energy is provided, or (3) one-half (0.5) the sum of
the Base Energy Rate for such unit and the cost of such Alter-
nate Energy determined -by-the following principles:

For Alternate Energy whether supplied from an as-
signed unit of Southern Companies, or from the units in eco-
nomic dispatch on the system of Southern Companies, the cost
of such energy ($/MWh) shall be the incremental expense of the
assigned unit or the units in economic dispatch which is in-
curred in supplying the energy. With respect to energy sup-

. plied from units in economic dispatch, such energy shall be
considered as having been delivered at the incremental cost of
. the Southern Companies after serving their own systems re-
quirements (including energy used for pumping at pumped
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storage hydroelectric projects) and other power sale commit-
ments taking precedence before delivery of such energy. The
only power sale commitments taking precedence before delivery
of such Alternate Energy are: (1) any seasonal energy or ca-
pacity exchange agreements now existing or entered into in the
future, and (2) any firm power interchange sales to other
utilities or third parties now existing or entered into in the
future. The expense from assigned units or units in economic
dispatch shall include only the incremental cost of fuel, var-
iable operation and maintenance expenses, in-plant fuel hand-
ling expenses, change in system transmission losses, and other
such energy related costs which would otherwise not have been
incurred.

6.5 Supplemental Energy Rates: For energy supplied to
JEA at any time pursuant to Section 3.8, JEA shall pay an
amount per MWh delivered which is the greater of (1) the Base
Energy Rate for the unit for which Supplemental Energy is pro-
vided, as determined in Section 6.3; provided, however, such
Base Energy Rate shall be limited to a value no greater than
the Normalized Energy Rate as determined in Section 6.6 for
such unit; or (2) the cost of such Supplemental Energy deter-
mined by the following principle:

‘ For Supplemental Energy whether supplied from an

assigned unit of Southern Companies or from the units in eco-

nomic dispatch on the system of Southern Companies, the cost

of such energy shall be the incremental expense of the as-

signed unit or the units in economic dispatch which is in-

curred in supplying the energy. With respect to energy sup-

plied from units in economic dispatch, such energy shall be |
considered as having been delivered at the incremental cost of |
Southern Companies after serving their own systems require-

ments (including energy used for pumping at pumped storage

hydroelectric projects) and other power sale commitments

taking precedence before delivery of such Supplemental Energy

as defined in Section 3.8.5. The expense from assigned units

or units in economic dispatch shall include only the incre-

mental cost of fuel, variable operation -and maintenance ex-

penses, in-plant fuel handling expenses, change in system

transmission losses, and other such energy related costs which

would otherwise not have been incurred.

6.6 Normalized Energy Rates: The Normalized Energy Rate
each month for each unit specified in Exhibit A shall be equal
to the sum of the following items (expressed in $/MWh):

(a) Normalized Fuel Cost for the unit, which is defined
in Article IV of the Unit Power Sale Manual.

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

(c) The in-plant fuel handling expenses for the Unit
as described in Article V of the Unit Power Sale
Manual. ' :

3 (d) Compensation for transmission losses, based on the
average transmission loss percentage (%L _) set forth
in Article VII of the Unit Power Sale Mafiual.

- . Using (a), (b), and (c) above,

(d) = [(a) + (b) + (c)] (3L_ = 100)
[ 1-(%3;‘; 100) ]

6.7 Station Service Charges: For station service energy
required each month for a unit specified in Exhibit A during
the hours in which the net electrical output of such unit is
‘ equal to or less than zero, JEA shall pay an amount per Mwh,
| for a pro rata share of such station service energy based on
‘ the ratio of JEA's capacity entitlement in such unit pursuant
| to Article II to the Net Dependable Capacity of such unit,
‘ equal to the Base Energy Rate of such unit as determined in

Section 6.3.

6.8 Discretionary Energy Rates: For energy supplied to
JEA at any time pursuant to Section 3.9, JEA shall pay an
amount per MWh delivered which is the greater of (1) JEA's
weighted average Energy Rate for JEA's pro rata share of all
units as determined by the following formula:

WAER = UPC, x ER, + ...+ UPC,, x ER,
UPC, + UPC, + ... + UPC UBC,

+ UPCZ + ... + UBC

N

Where:

WAER = JEA's weighted average Energy Rate for
JEA's pro rata share of all units.

N = Total number of units to which JEA has
capacity entitlement.

UPC,, = Unit power capacity entitlement of JEA
from such unit determined in accor-
dance with Article II.

ERN = Unit's respective Energy Rate which is
‘ lesser of (1) the Base Energy Rate of
such unit as determined in accordance
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with Section 6.3, or (2) the Normal-
ized Energy Rate of such unit as

determined in accordance with Section
6.6.

or (2) the cost of such Discretionary Energy determined by the
following principle:

For Discretionary Energy, whether supplied from an as-
signed unit of Southern Companies or from the units in eco-
nomic dispatch on the system of Southern Companies, the cost
of such energy shall be the incremental expenses of the as-
signed unit or the units in economic dispatch which is in-
curred in supplying the energy. With respect to energy sup-
plied from units in economic dispatch, such energy shall be
considered as having been delivered at the incremental cost of
Southern Companies after serving their own system's require-
ments and needs, any power sale commitments now or then exist-
ing, and any other discretionary power sales under agreements
with other utilities (or third parties) now or then existing.
The expense from assigned units or units in economic dispatch
shall include only the incremental cost of fuel, variable
operation and maintenance expenses, in-plant fuel handling
expenses, change in system transmission losses, and other such
energy related costs which would otherwise not have been in-
curred.

ARTICLE VII

BILLING AND PAYMENTS

7.1 Presentation and Payment of Bills for Capacity
Charges: Capacity charges in the amounts determined in ac-
cordance with Article VI for each month shall be stated in an
invoice presented by Southern Companies to JEA on or before
December 1 of each year stating the amount due each month
during the ensuing year. To the extent the monthly capacity
charges specified in any such invoice change as a result of
causes specified in this Agreement, an amended invoice shall
be presented to JEA by Southern Companies as soon as practic-
able after such change occurs. On or before the fifteenth day
of each month of the ensuing year, JEA shall make payment to
Southern Companies in accordance with the invoice or amended
invoice in immediately available funds through wiring of funds
or other mutually agreeable methods of payment. Any adjust-
ment due to be made as a result of the procedure set forth in
Section 2.2.17 or Article IX of the Unit Power Sale Manual
shall be added to or subtracted from the invoice due to be
paid in the month next following the date on which JEA is
notified by Southern Companies (by mail and telecopy on the

- 28 -
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same day) of such adjustment. Such payment shall also include
any amounts theretofore invoiced by Southern Companies and not
paid by JEA associated with the administration of the true up
provision as specified in Article IX of the Unit Power Sale
Manual. Payments of capacity charges not made when due shall
accrue interest, at one hundred five percent (105%) of the
prime rate quoted on the date due by Manufacturers Hanover
Trust Company in New York, New York, from the due date to the
date of payment (a day shall equal 1/30 of a month).

7.2 Presentation and Payment of Bills for Energy and
Other Charges: As promptly as practicable after the first of
each month during the term hereof, an invoice shall be sent by
Southern Companies by mail and by telecopy on the same date
stating the charges determined in accordance with Article VI
for energy sold and delivered to JEA hereunder during the pre-
ceding month together with any other charges then due by JEA
to Southern Companies pursuant to the terms of this Agreement.
All such invoices shall be due and payable within ten (10)
days from the date of mailing (as determined by postmark) by
Southern Companies, or by the 20th day of the month, whichever
is later. JEA shall make payment to Southern Companies in
accordance with such invoices on or before the date due in
immediately available funds through wiring of funds or other
mutually agreeable methods of payment. Bills not paid when
due shall accrue interest, at one hundred five percent (105%)
of the prime rate guoted on the due date by Manufacturers
Hanover Trust Company in New York, New York, from the due date
to the date of payment (a day shall equal 1/30 of a month).
With each monthly invoice, Southern Companies will provide JEA
a monthly statement to show the energy transactions and the
basis for the settlement pertaining thereto, including the

-fuel cost components of energy charges. To expedite sub-

mission of invoices, the most recent available cost data will
be used for the initial invoice. An adjusted invoice, if re-
guired to reflect the actual charges due for energy, shall be
included in the monthly invoice immediately following the
initial invoice.

7.3 Disputed Invoice: 1In case any portion of an in-
voice submitted pursuant to Section 7.2 is in bona fide dis-
pute, the undisputed amount shall be payable when due; and the
remainder shall be paid promptly, upon determination of the
correct amount, in accordance with Section 7.2. Upon request
by JEA, Southern Companies shall provide copies of supporting
documentation and records necessary to verify invoices whether
disputed or undisputed.

7.4 Audit Rights: Southern Companies shall, upon written
request from JEA, promptly make arrangements for JEA to qudit
any and all books and records of the Southern Companies which
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relate to and are necessary for verification of charges and
costs paid by JEA under this Agreement. Such audit shall, at
the option of JEA, and at JEA's sole expense, be performed by
JEA, its designee being an employee of the City of
Jacksonville, or by a nationally recognized accounting firm
experienced in utility accounting practices. JEA's right to
audit such records shall extend for a period of three vears
following anv year to which such audit relates.

ARTICLE VIII

OPERATING COMMITTEE

8.1 Establishment of Operating Committee: JEA and
SCS, acting as agent for Southern Companies, shall each ap-
point one representative to act for it in matters pertaining
to detailed operating arrangements for delivery of power here-
under, and JEA and SCS may each appoint an alternate to act
for it in the absence of its representative. The two repre-
sentatives, or their alternates, so appointed shall comprise
and be referred to as the Unit Power Sales Operating Com-
mittee. Evidence of such appointment shall be given by
written notice to each of the parties, and such appointments
may be changed at any time by similar notice.

8.2 Responsibilities of the Unit Power Sales Operating
Committee: The Unit Power Sales Operating Committee, in addi-

tion to matters specifically referred to elsewhere in this

Agreement, shall be responsible for the following:

(a) Communications with respect to energy sched-
uling under Sections 3.1 through 3.5.

(b) Establishment of arrangements for metering,
telemetering, telecommunications, data acqui-
sition, etc., associated with the delivery and
receipt of power - and energy hereunder to the
extent not provided for by the Operating Com-
mittee established under the Interchange Con-
tract.

(c) Communications with respect to the construction
and schedule for commercial operation of the
units specified in Section 2.1 and transmission
facilities referred to in Sections 4.2 and 4.3.

(d) Establishment of control and operating pro-
cedures to the extent not provided for by the
Operating Committee under the Interchange Con-
tract. '
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(e) Establishment of methods and procedures for
accounting and billing hereunder.

(f) Communications with respect to Alternate
| Energy, Supplemental Energy and Discretionary
Energy transactions under Sections 3.7, 3.8 and

(g) Communications with respect to determination of
capacity available from each unit under Section
2.3.

(h) Develcopment of forecasts by month of energy

availability, demand and pricing, including
| capacity costs for use in planning by the
parties.

(1) Communications with respect to the maintenance
of the units specified in Section 2.1 including
the review and coordination of annual mainte-
nance schedules for the upcoming 5-year period.

(j) Such other duties as may be conferred upon it
‘ by mutual agreement of JEA and Southern Com-
panies.

Both JEA and Southern Companies shall cooperate in providing

to the Unit Power Sales Operating Committee all information

required in the performance of its duties. If the Unit Power

Sales Operating Committee is unable to agree on any matter |
falling under its jurisdiction, such matter shall be referred I
by the representatives to their Principals for decision. |
Failure of the Principals to agree on any matter referred to |
them shall not constitute a basis for cancellation of this |
Agreement. All decisions and agreements made by the Operating |
Committee shall be evidenced in writing.

8.3 Unit Power Sales Operating Committee Meetings: The
Unit Power Sales Operating Committee shall hold an annual
meeting at a time and place agreed upon by its members and
review the duties set forth herein. When requested by either
JEA or Southern Companies, the Unit Power Sales Operating Com-
mittee shall also meet at the earliest opportunity for consid-
eration of matters under its jurisdiction.
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ARTICLE IX

AGENCY OF SOUTHERN COMPANY SERVICES, INC. FOR
SOUTHERN COMPANIES

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

9.2 Payments to Agent: JEA shall be entitled to make
all payments due to be made in accordance with this Agreement
to SCS, or such other agent of Southern Companies as desig-
nated under Section 9.1, and the making of such payments shall
discharge JEA's obligations hereunder notwithstanding the fact

I that such payments shall be due to be paid to one or more of
the Southern Com?anies.

‘ ARTICLE X

MISCELLANEOUS PROVISIONS

1 10.1 Interrelationship with Interchange Contract: It

| is recognized by the parties that the Interchange Contract in
effect between the parties as of the date hereof governs the
interconnected operations of the parties necessary for conduct
of the transactions contemplated hereunder. To the extent not

\ inconsistent herewith, such Interchange Contract, including

| any amendments thereto, shall govern the operations of the
parties hereunder. 1In the event such Interchange Contract is
terminated or cancelled during the term of this Agreement, the

| - provisions of such Interchange Contract which are essential

|

|

for the continuation of transactions hereunder shall survive
the termination or cancellation of such Interchange Contract.

10.2 Provisions of Interchange Contract Specifically
Incorporated by Reference: The parties agree that the follow-
ing provisions of the Interchange Contract are specifically
incorporated herein by reference as though fully set forth

herein:
(a) Section 5.4 Kilovar Supply.
‘ . {b) Section 5.5 Determination of Amounts
) Supplied.
- 32 -
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(c) Section 5.6 Transfer of Power and Energy |
Through Other Systems. |

(d) Section 6.2 Metering and Metering
: Facilities.

(e) Section 6.3 Inspecting and Testing of
Meters.

(f) Section 6.4 Billing Adjustments.

(g) Section 7.1 Records.

({h) Section 10.1 Third Parties.

(i) Section 10.3 Liability.

(j) Section 10.4 Responsibility and
Indemnification.

(k) Section 10.7 Notices.
‘ ' (1) Section 10.8 Waivers.

(m) Section 10.9 Successors and Assigns.

10.3 Specification of Sole Obligation or Sole Remedy:
With respect to the matters provided for herein where the
Agreement specifies an obligation or remedy as being the sole
obligation or remedy, it is the parties agreement and intent
that such obligation or such remedy is the exclusive obliga-
tion or remedy. No expansion of such obligation or remedy
shall be provided in any suit, action or proceeding of any
nature whatsoever, whether the claim underlying such suit,
action or proceeding is based on contract, tort (including
strict liability) or otherwise.

10.4 Standard of Performance of Obligations: In con-
nection with the operation and maintenance of units from which
JEA is entitled to capacity, other facilities (including
transmission) referenced in this Agreement and other facili-
ties required in support of Southern Companies' obligations
under this Agreement, Southern Companies' standard of manage-
ment and performance during the term of this Agreement shall
be at least equal to the standard which it would use if such
units and facilities were solely for their own territorial
customers.

. 10.5 Definition of "Prudent Utility Practices": For
purposes of this contract, "Prudent Utility Practices" at a
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particular time shall mean any of the practices, methods and
acts engaged in or approved by a significant portion of the
electric utility industry prior to such time, or any of the
practices, methods and acts which, in the exercise of reason-
able judgment in light of the facts known at the time the de-
cision was made, could have been expected to accomplish the
desired result at a reasonable cost consistent with good busi-
ness practices, reliability, safety and expedition. "Prudent
Utility Practices" are not intended to be limited to the opti-
mum practice, method or act to the exclusion of all others,
but rather to be a spectrum of possible practices, methods or
acts expected to accomplish the desired results.

10.6 Limitaticn of Liability: In no event shall either
party hereto be liable (in contract or in tort, including neg-
ligence) to the other party for incidental or consequential
loss or damage resulting from performance, nonperformance or
delay in performance of their obligations under this Agree-
ment, except where such loss or damage results from inten-
tional tort or fraugd.

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

It is recognized that the derivation and computa-
tion of such charges will include costs both directly and in-
directly incurred by the Southern Companies and that in the
case of costs indirectly incurred it will be necessary to
apply certain allocation methods and procedures to assign such
costs to the appropriate facilities. Such costs shall be al-
located by using the allocation methods and procedures set
forth in Unit Power Sale Manual. If no allocation methods or
procedures have been specified herein for a particular cost or
cost component, Southern Companies shall apply fair and equi-
table allocation methods and procedures consistent with Pru-
dent Utility Practices. '

It is the intent of the parties hereto that the
accounting for Southern Companies costs, both direct and in-
direct, and allocations thereof shall be pursuant to assessing
actual costs incurred, and charges to JEA shall not include
duplication or allocations of greater than 100% of such costs.
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10.8 Effect of Approval of Agreement by City of Jackson-
ville: It 1s understood that JEA will exert every reasonable
effort to obtain all necessary approvals of this Agreement
from the City Council of the City of Jacksonville so as to
allow JEA to perform all the obligations established in this
Agreement including, but not limited to, timely payment of all
bills rendered under this Agreement from yearly appropriations
by such City Council for such purpose or from other funds
legally available to JEA. Neither this Agreement nor the
obligation for payment evidenced herein shall be or consti-
tutes an indebtedness of the City of Jacksonville within the
meaning of any constitutional, statutory or charter provisions
requiring the City to levy ad valorem taxes, nor a lien upon
any properties of the City of Jacksonville.

10.9 Section References: References herein to Articles
or Sections of Articles shall be interpreted to mean all Sec-
tions of the Article referenced and all subsections of the
Section referenced.

10.10 Equal Employment Opportunity and Civil Rights:
The parties hereby certify that they will comply with Section
202, Paragraphs 1 through 7 of Executive Order 11246, as
amended, and applicable portions of Executive Orders 11701 and
11758, relative to Equal Employment Opportunity and the Imple-
menting Rules and Regulations of the Office of Federal Con-
tracts Compliance which are incorporated herein by this refer-
ence. 1

[The next page is the signature page, page 36.]
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IN WITNESS WHEREOF, the parties hereto have caused this
. Agreement to be executed by their duly authorized officers
effective as of the date set forth in Section 1l.1.

ATTEST: JACKSONVILLE ELECTRIC AUTHORITY

Managing Director
Date: May 19, 1982

ATTEST: SOUTHERN COMPANY SERVICES, INC.

/%ééégi%;éaﬁ:;é‘/) By L

R. 0. Usry
Vice President
: Date: May 19, 1982

ATTEST: ALABAMA POWER COMPANY
= T By Zf?dg.z£:Zi;£§;g=r—<=—’
R. E. Huffma
Vice President
‘ Date: May 19, 1982

ATTEST: GEORGIA POWER COMPANY

Py ﬂyawg& . Ao

A. W. Dahlberg
Vice President
Date:

ATTEST: GULF POWER COMPANY

M' By__fa/-/,,éf/é‘m :

E. B. Parsons, Jr.
Vice President
Date: May 19, 1982

ATTEST: MISSISSIPPI POWER COMPANY
a}' P\ (/LjA)—b By i [3 pra
H. H. Bell, Jr. /
Vice President

Date: May 19, 1982
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. ' EXHIBIT A .

\. - -
'A‘LI.(EATION OF EXPECTED CAPACITY -

FOR UNIT POWER SALES TO JEA

, MISSISSIPPI
ALABAMA POWER COMPANY GEORGIA POWER COMPANY GULF POWER COMPANY POWER COMPANY
SO (APC) .y g ’ (GPC) X x (GuPC) ) X
HIL“)HIL(I)HIL(I)HIL“)ALA SCIll(l)SCHI(I)SCIIZ‘I)SCHZ(I)SCHJ(I)SCIIA“SGBPC DAN].(I)DANZ(I)SCIB(I'z)SCIM“’2)Gul’c DANI(UDMIZ(I)HPC §YS '
YEAR PERIOD _1 _ 2 _ 3 _ 4 TOT _6.4 BB _8.4 _BB _75. _75. TOf _S0. 50, 25, 25, TOT _50. _S50. TOT TOT
1983  JAN-MAY k1 159 190 55 55 110 300
JUN-DEC k) | 159 190 35 55 110 300
1984  JAN 32 32 21 161 182 43 - 43 86 300
PEB-MAY 32 32 2 60 21 92 194 37 37 % 300
JUN-DEC 41 41 15 53 15 75 158 37 38 5 13 13 26 300
1985  JAN-APR 80 8o 8 61 8 79 156 27 25 52 6 6 12 300
HAY 80 80 8 61 8 79 156 27 25 5 6 6 12 - 300
JUN-DEC 62 67 129 7 46 ? 61 121 21 19 40 4 6 10 300
1986  JAN-MAY 48 67 115 7 43 7 59 116 25 26 51 9 9 18 300
JUN-DEC 57 67 124 7 3 7 54 107 25 26 51 9 9 18 300
1987 JAN 66 95 161 9 52 9 73 88 231 36 36 29 101 7 7 500
FEB-MAY 66 95 161 9 52 9 73 88 231 36 36 29 101 7 7 500
JUN-DEC 87 96 183 9 45 9 66 a6 215 kX ] 33 29 95 7 7 500
1988  JAN-MAY 64 18 142 8 34 8 52 12 174 27 27 23 n 7 ? 400
JUN-DEC n 18 149 8 28 8 46 72 162 29 30 23 82 7 7 400
1989 JAN 12 18 155 8 26 8 42 72 156 29 30 23 82 ? 7 400
FEB-APR 46 78 124 8 26 8 44 12 72 230 23 23 46 400
MAY 46 78 124 8 26 8 44 72 72 230 23 23 46 400
JUN-DEC 58 18 136 8 20 8 38 72 2 218 23 23 46 400
1990  JAN-MAY 64 78 142 8 18 8 k1 72 72 212 23 23 46 400
JUN-DEC 76 " 154 8 12 8 28 72 72 200 23 23 46 400
1991  JAN-APR 4 78 78 160 8 8 8 26 72 72 194 23 23 46 400
MAY 4 78 78 160 8 8 8 26 72 72 194 23 23 46 400
JUN-DEC 14 78 7 170 8 4 8 20 72 72 184 23 23 46 400
1992  JAN-MAY 20 18 78 176 8 8 18 72 72 178 23 23 46 400
JUN-DEC 111 111 11 1 12 96 95 225 32 32 64 400
1993  JAN-MAY 111 111 83 83 166 . 28 28 56 313
JIN-DRG m 1 22 22 44 23 22 45 200
1994  JAN-MAY 11 1 22 22 44 23 22 45 200
JUN-DEC 55 S5 : 11 1 22 11 12 23 100
1995  JAN-MAY 53 35 11 11 22 11 12 23 100
HOTES; (1) MIL 1 - Miller 1, Actual Commercial Operation 10-12-78, “Expected Capacity": 666M4 (2) In the event Gulf Power Company does not
MIL 2 - Miller 2, Expected Commercial Operation 5-1-85, “Bxpected Capacity”: 666MW purchase a 25X interest in Scherer 3 & 4, or iIn
MIL 3 - Miller 3, Expected Commercial Operatfon 5-1-89, “Expected Capacity®: 666MW the event Gulf purchases a different percentage
MIL &4 - Miller 4, Expected Commercial Operation 5-1-91, "Expected Capacity": 666MW interest, the allocations of Scherer 3 & 4
SCH 1 - Scherer 1, Expected Commercial Operation 2-1-82, “Expected Capacity™: 808MW between Georgia Power Company and Gulf Power
SCH 1 BB - Buy-Back Company shall be adjusted accordingly.

SCH 2 - Scherer 2, Expected Commercial Operation 2-1-84, “Expected Capacity”: B08MN

SCR 2 BB -~ Buy-Back

SCH 3 - Scherer 3, Expected Commercial Operation 2-1-87, “Expected Capacity": 808M4

SCR 4 - Scherer 4, Expected Commercial Operation 2-1-89, "Expected Capacity“: 808Md

DAN 1 - Daniel 1, Actual Commercial Operation 9-6-77, “Expected Capacity™: S12My

DAN 2 - Daniel 2, Actual Commercial Operation 6-1-81, "Expected Capacity“: S06MW .
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EXHIBIT B

ACTCENDUM TO
JEA-SQUTEERN COMPANIES UNIT FCWER SAIES AGREEMEKN1T

UNIT EFCWER SALE PERIOCIC RATE
COMPUTATICN PROCECURE MANUAI CF SCUTHERN CCMPANIES

Section 0.0 LCescription and Purpose_of this Manual: This
addendunr to the JEA-Southern Companies Arended and Restated Unit
Fcwer Sales Agreerent entered into the 19th day of May v
1982, contains a forrulary descrirption of the methodology ard
procedure used tc calculate the charges for each Contract Year
fcr the electric services provided for in the Agreement. Tle
tern "Ccntract Year" as used herein shall mean calendar year.
The Unit Power Sale Manual is divided into nine (9) Lkasic
articles as follcws:

Article I - Derivation of Net Derendakle Capacity Fatings
for Electric Generating Units

Article 11 Derivation of Capacity Charges fcr Ccal-Fired

Electric Generating Units

Derivation of the Cagpacity Charges fcrx |
Transmission ILire Facilities

Article III

Article 1V - Derivation of Fuel Costs and Normalized Fuel
Costs for Electric Generating Units

Article Vv - Derivation cf Fixed Cperation and
Maintenance, Variable Operaticn and
Maintenance, and In-Plant Fuel Handling
Expenses for Electric Generating Units

Article VI Derivation of Return on Common Equity

Article VII Derivation of Average Transwission Icss

Percentages

Article VIII Unit Power Sale Suppcrt Schedules and
Infcrmational Schedules, and NMonthly

Statement of Energy Iransactions
Article IX - Adjustments for Actual Cost

Section 0.1 Allccation Methods and Procedures: The allccation
methcds ard procedures set forth in this Unit Power Sale Manual
have keen develcred with reference to the Southern Comparies
cresent accounting practices; if such accounting practices clange
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in thre future sc as to make the allccaticn methcds and procedures
specified in this Unit Fower Sale Manual inapprcpriate, the
allccation methcds and procedures shkall ke deleted or clanged to
meet the new acccunting practices of the Southern Corgaries,
provided such changed allocation methocds and procedures are fair
and equitable.

Section 0.2 "Uniform System of Acccunts": The accounts set
fcrtk in this Unit Power Sale Manual are currently prescriked in
the Federal Energy Regulatory Ccmmission's (FERC) "Unifcrmr System
of Accounts Prescribed for Public Utilities and Licensees (Class
A and Class B)" in effect as of the date of this Agreement. If
these accounts are amended, then this Unit Power Sale Manual
shall be construed to reflect the amended accounts prescriked ty
FERC or its successor agency.
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ARTICIE I

CERIVATION OF NET DEFENCAEIE CAPACITY
RATINGS FCR ETECTRIC CENERATING UNITS

This article of the Unit Pcwer Sale Manual establicshes the
definition and methodology fcr the yearly derivation of Net
Cerendable Capacity ratings used in the computaticn of capacity
charges and for such other purpcses as specified in the
Agreerent. The definition and methcdology for the derivaticn of
Net Cependable Capacity ratings specified in this article are
alsc used in the ccmputation of capacity charges in cther
contracts of Southern Ccmpanies, including contracts witl tfrird
parties and between the orerating ccrranies of Southern
Ccrrranies.

Sectien- 1.0 Net TCerendakle Capacity: Fcr the purrose of deriving

the Net Cependable Capacity of each electric gemnerating unit for
the ensuing Contract Year, the net generation (kWh) of e€ach unit
will ke determined for the highest four (4) contindous hcurs
during the peak-reriod (hours between 7 a.m. and 9 p.m. -
prevailing Central Time), without overpressure, for five (5)
different days during July and August of the year preceding the
Contract Year. The Net Dependakle Capacity of a unit fcr trle
Ccntract Year is defined as the average of the net generaticn for
such twenty (20) hours, subject to the principles in Secticns 1.1
ard 1.2 below.

Section 1.1 Adjustments for Unusual.Circumstances: In the event

unusual circumstances cccur during the months of July arnd August
preceding the Contract Year or circumstances during the Contract
Year are expected to be significantly different from thcse during
such July and August, in the sole orinicn of the company
resronsikle for crerating the unit, such company will deterrmine
the Net Cerendable Capacity for such unit for the Contract Year
and will provide a statement giving the reason(s) for nct using
the value for Net Dependakle Capacity determined in Section 1.0
and the method used to estaklish the Net Dependable Capacity for
the Ccntract Year.

Section 1.2 Units Being Declared Ccmmercial: The Net LCerendable

Caracity for a unit declared commercial after the month cf August
preceding the Cortract Year will ke determined from the turkine
manufacturer's design gross generation capability at valves wide
oren, adjusted fcr station service and further adjusted ky the
histcrical ratio cf Net Dependakle Capacity to design generation
capakility for similar units on the system of the Southern
Ccrpanies.




Secticn 1.3 Data to be Provided: 1The data used in the
deterrinaticn of the Net Dependable Capacity for each unit each
Contract Year, pursuant to Sections 1.0, 1.1, and 1.2 akcve, will
ke rrovided tc purchasers of unit pcwer in accordance with
Article VIII.
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ARTICLE 1I1I
CERIVATION OF CAPACITY CEARGE FCR
CCAI-FIRELC  FLECTRIC GENERATING UNITS

This article of the Unit Power Sale Manual estaklishes the
forrulary methodclcgy fcr deriving caracity costs of coal-fired

.€lectric generating units used in unit pcwer sales for

determination of charges for the services to be supplied under
suck sales. The formulary methocdolcgy will ke used to derive
botl estirated capacity cost for preliminary billing and actual
capacity cost for corrections tc such preliminary killing.

Secticn 2.1 Carpacity €ost of Unit Eower Sales: The corputation

of the caracity cost of unit power sales for each month cf the
Ccntract Year will be accomplisked in the following manner. The
monthly capacity cost ($/kW-month) of each coal-fired electric
generating unit participating in the unit power sale is
multlplled by the portion (megawatts) of the unit apglicakle to
the sale in each'mcnth to oktain the total mcnthly capacity
dcllars ($). The total monthly unit power sales capacity dcllars
are then summred and divided by the sum cf the pcrtion (regawatts)
of the unit applicable to the sale in each month to oktain a
weighted average capacity cost ($/kWw-month). This weighted
average capacity cost for each month will constitute the charge
fcr capacity sold Lky Southern Companies under the Unit Fowerx
Sales Agreement. This charge for each mcnth of the Contract Year
1983 will be shown on Unit Power Sale Informational Schedule for
the year 1983, ard will ke revised in accordance witl thLis Urit
Fower Sale Manual in suksequent calendar years.

Secticn 2.2 Cerivation of Estimated Monthly Caracity Ckarge of-
Ccal-Fired Electric Generating Units: The derivation of the

estimated monthly capacity charge of the coal-fired electric
generating units rarticipating in tke unit power sales is kased
on the caracity (determined in Article I of this Manual) and the
projected investments and expenses related to production and
generator step-ur substation facilities of each such unit during
the Ccntract Year. The "buy-kack carpacity" provisions as thkey
exist for Scherer Units 1 and 2 will ke recognized by develcglng
a mcnthly capacity charge for the kuy-back portion of each unit
serarately from the Georgia Power Ccmpany ownership porticn cf
such units. The derivation of the monthly capacity charge cf
each applicakle unit is expressed in the following formulae:
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C x 12.0 100-1,

. R =[1 x [ (CM + IT)/100] + E] X [ 100 ]
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N
z AFCsi
BR = _1 (i=1 X 100
12 N 10°‘Lc
I CBgs
i=1 ]
L
whkere:
BFCgy = {Isy X (CMy ¢+ ITy + CMg3) /100 + 2.0% + Eg3] x| BBgy
2.0 100% 0s1
ard:
d R = Monthly prcduction caracity charge for cperatirg
coxpany owned capacity ($/kwW-month).
ER = Monthly production capacity charge for kuy-tkack

capacity ($/kw-month).

‘ AFCsi

Annual fixed charges c¢f the operating company's kuy-
back entitlement including the effect of a split
between the ccst of money ketween the operatinrg ccrpany
and each participant! plus 2.0 percent (Dollars).

I = Total c¢f the net investment associated with tlhe
operating company's pcrticn of the unit (Dollars).

Isy = Total cf the net investment associated with the
participants' portion of the unit (Dollars).
E = Total cf the annualized fixed expenses asscciated with
the operating company's pcrticn of the unit (Ccllars).
Esy = Total cf the annualized fixed expenses associated with

the participants' portion of the unit (Collars).

lFarticiprant as used herein shall mean any entity which has an
cvwnershir interest in a designated unit and an agreement to sell
‘ caracity in such designated unit to an orerating comgany.

|
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CcM

IT

CMy

11y

CFgy

CEsy

EEgy

Ie

with
tte

The weigkted average cost cf carital associated
the orperating company's ccst cf construction cf
unit (Percent).

The inccre tax requirement associated with the

preferred stock and common equity weighted cost
carital associated with thke operating company's
censtruction of the unit (Fercent).

of
ccset of

The orerating company's weighted average cost cf
capital associated with kuy-kack caracity as determined
by the purchase and resale agreement ketween tle
operating comrany and eaclk rparticipant (Percert).

The inccme tax requirement associated with the ruy-back
cost of capital of the operating company's preferred
stock and common equity ccmponents (Percent).

The weighted average cost of capital associated with
the participants' cost cf construction of the unit as
determined by the purchase and resale agreement Lketween
the operating company and each participant (Percent).

Net Cependable Capacity of the operating company's
portion of the generating unit (kW).

Net Cerendable Capacity of each particirants! gortion
of the unit related to kuy-fkack (kW).

Portion of the Net Derendable Capacity of the unit
related to buy-back from each participant (Percent).

Portion of the Net Dependable Capacity cf the unit
owned ky each participant (Percent).

Number of participants (other than the cperating
conmpany) in the unit.

Average transmission caracity loss gercentage cf tle
Southern Comgpanies as determined in Article VII.

-

The source cf the capacity, ig;EEIEEnt, and expense data
inccrporated in the above formulae for coal-fired electric
generating units (including FERC Account numkters and description
of allocation procedures and calculation of the cost of cagpital)

is as

Secticn 2.2.1:

fcllcws:

Net Dependable Capacity is the rating in kW cf

the coal-fired electric generating unit as determined in Article

I.
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ownership of the orerating company tky tle unit's Net Cerendatle
Capacity. The value of CBgy for each participant is deterrined
by multiplying the participant's buy-ktack related porticn (EBgy)
ky the Net Cependakle Cagpacity. :

Section 2.2.2: (CGrcss:Generating Unit Investment for a urit cwned
by an operating company is the kook ccst of the coal-fired

electric generating unit and its associated generator ster-ur
substation. The cost of these facilities is recorded in FERC
Acccunts 310-316 for the generating unit and Accounts 352 ard 353
fcr the ster-up sukstation at the end of each month of tke
Contract Year. The amcunt of kooked AFULC (Allowance fcr Funds
Used Curing Ccnstruction) shall have added to it an amount tc
reflect the effect of CWIP (Construction Work In Frogress) ir
retail rate tase. The amount of AFUDC to be added, if ary, shall
ke calculated on a monthly kasis for the construction pericd of
the unit using the follcwing formula:

CA = I[ (AR - ER) x AB]
CA = Ccllar amount to be added tc teccked AFULC.

AR = The monthly AFUDC rate prescriked ky the aprlicakle state
Public Service Commission.

|
ER = The actual monthly AFUDC rate applied Ly the cperating i
company (this rate being affected by CWIP in tke |
operating company's retail rate Lase). |
AB = The actual monthly AFUDC tase used by the orerating
company in computing roocked AFUDC.

The gross generating unit investment of the particigants of
the coal-fired electric genmerating unit and its associated step-
ugr sukstation is the kock cost recorded at the end of each menth
of the Contract Year in the prescrikted accounts of the cther
participants with which GaPC has kuy-tack arrangements.

Rll coal prcperties and coal handling equipment that are
reccrded at the end of each month of the Contract Year in FERC
Acccunts 389, 39€, and 399 that are directly associated witlk the
generating unit are included in the gross generating unit
investment summation. Where allocations to the generatirg urit
are required, such allocations shall ke kased on the usage cf the
prorerty and equirment.

The comron facilities of the plant site and the step-ur
sukstation yard are allccated egually among the units at tle
plant site. GaPC will own an undivided cwnership interest in
commen facilities at Plant Scherer which is greater thar GaFrFC's
rexcentage undivided ownership interest in the units pricr tc
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ccmmerical operation of Scherer No. 3. The rpercent ownership in
common facilities in excess of the fercent ownership in Scherer
No. 1 and No. 2 (the "lcng percentace") %ill not be included in
the pricing of the GaPC cwned capacity. The long percentage
ownership will be included in the pricing of tuy-kack cagacity
fror the participant as determined in Section 7 (a), "Compensation
Fcr Use Of Common Facilities," of the Plant Robert W. Scherer

Furchase, Sale ard Orticn Agreement Between Georgia Power Ccmpany
and Municipal Flectric Authority of Georgia, dated May 15, 1980,

(the "Scherer Agreement"). 1In the event the Scherer Agreement is
charged and arended by the parties tkereto, JEA will not te
required to pay capacity nor energy charges in excess of thcse
that would have keen procduced by the use of the Scherer Agreement
as referenced.

Secticn:- 2.2.3: Accumulated Depreciation is associated with the

gross production investment defined in Section 2.2.2. Tte
accurulated depreciaticn for generating units is adjusted tc
include the amount of AFUDC determined in Section 2.2.2. If the
derreciation reccrds of the operating ccrrany dc not allcw for
the identificaticn of the accumulated depreciation of tte
specific coal-fired unit's step-up sukstation, a portion of the
accurulated depreciation associated witk the transmissicn glant
will ke allocated to the unit's generator step-up sukstation.
The amount allocated to the generatcr step-up substatior
facilities will ke on the kasis of the ratio cf the gross
investment in the generator ster-up sukstation facilities tc the
tctal gross investment in the tramnswrissicn function excluding
landé.

Section 2.2:.4: Net Gemerating Unit Investment is the difference

ketween Section 2.2.2 (Gross Generating Unit Investment) and
Section 2.2.3 (Accumulated Depreciaticn).

Section 2.2.5: Ceneral Plant (Net) includes the investrment in

FERC Accounts 389 through 399 at the end of each month cf tte
Ccntract Year, excluding amounts directly assigned to prcduction
as listed in Secticns 2.2.2 and 2.2.3. Net general rlant,
excluding the direct assignments, is allccated to the srecific
coal-fired generating unit and its generator step-up sukstation
on the kasis of salaries and wages as descriked in Secticn -
2.2.11.

The net general plant related to the generating unit ard its
ster-up substaticn is allocated to the orerating comrpany ané
particirants kased uron the cwned capacity of the resgective
entities.

Section- 2.2.6: Wcrking Capital is the summation of cashk working

capital, rrerayrments, deposits (if any), and materials and
surrlies, and is ccmputed for each month of the Contract Year.

-9 -
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The cash working capital for the stecific coal-fired generating
unit is calculated ky taking one-eighth (45/360) of thke sum cf
the total annual cperation and maintenance (O&M)2 (includirg fuel
kurr), and administrative and general (A&G) expenses. Tre fixed
OEM expense is developed in Section 2.2.9 and the A&G exrencse is
develored in Section 2.2.10.

The cash working cagpital for the specific unit's generator
ster-up substaticn is calculated ky taking one-eighth (45/360) of
the sum of the annualized fixed O&tM and AEG expenses. The fixed
CtM and A&G expenses are develored in Sections 2.2.9 and 2.2.10,
resrcectively.

Prerayments are computed on the kasis of a 13-montl average
and are directly assigned to production, transmission, general
plant functicns, and the specific ccal-fired generating unit.
The arount assigned to the transmission function is allccated to
the specific coal fired unit's generator step-ur sukstation on
the rkasis of net investment less land. Frepayments asscciated
with general plant are allocated to the specific coal-fired
generating unit and its step-up sukstation on the basis cf
salaries and wages as descritked in Secticn 2.2.17.

Materials ard suprlies are computed on the kasis of a 13-
mcnth average and consists of two parts: (i) fuel stcck reccrded
in FERC Account 151, and (ii) plant materials and operating
surrlies recorded in FERC Account 154 that are related to tte
production functicn and the transmission function. The fuel
stcck recorded in Account 151 is allocated to the specific unit
at the plant site rased upon the nameplate ratings of the
resrective units. The rlant materials and operating surglies,
Acccunt 154, if not directly identifiable with the plant and
asscciated generatcr step-up sukstation, are allocated tc tte
specific coal-fired generating unit and its associated generator
ster-up substaticn on the basis of the ratio of the resgective
gross investment cf the specific coal-fired generating urit and
its associated generator step-ur sukstation to the gross
investment in the fossil steam prodvuction function and tte
asscciated generatcr step-up sukstations. The plant material and
orerating supplies, Account 154, directly identifiable witk the
plart are allocated equally among tke units.

Ceposits are included as working capital requiremerts tc

reflect the operating agreements that exist ketween the operating
companies for the operation of jointly owned gemerating units.

\

2C5M as used in this Unit Power Sale Manuval does not include
administrative and general exgenses.

- 10 -
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It should ke noted thrat while tlese depcsits increase tlre wcrking
carital requiremrents of one operatirg ccrrany, they have a
ccrresronding reduction in the working capital requiremerts cf
the cther crerating comganye.

Total wcrking capital is computed ky adding deposits (if
any), prepayrments, and material and supplies to cash working
capital. The working capital of a generating unit whictk is
jcirtly cwned by the operating company and participants is
allccated based upon the owned caracity of the respective
entities.

Section 2.2.7: Accumulated Deferred Income Taxes are develcred

for each aprlicakle generating unit for each month of tlLe
Contract Year and is the net total ¢f FERC Accounts 190, 281,
282, and 283. Accumulated deferred inccme taxes related to
general plant for toth the generating unit and its step-up
sukstaticn are allccated in accordance with the general glant
assignments for the unit and its step-up sutstation descriked in
Secticn 2.2.5. The accumulated deferred income taxes related to
trarsmission plant are allocated to the specific coal-fired
unit's generator step-up substaticn cn the basis of net
investment in coal-fired unit's generator step-up sukstation
facilities to total transmission net investment excluding land.

Section 2.2.8: Total Net Gemerating Unit Investment rerresents

the direct and allccated investments that are associated with the
coal-fired electric gemnerating unit and its generator ster-ugr
sukstation facilities and is the summaticn of Section 2.2.4 (Net
Generating Unit Investment) through Section 2.2.7 (Accurulated
Deferred Income Taxes) and is the value for "I" fcr owned
capacity and "Igi1" for buy-kack capacity in the fcrmula in
Secticn 2.2 for each aprlicable generatirg unit.

Section 2.2.9 Fixed Oreration and Maintenance Exrense is tte

tctal of the fixed exrenses asscciated with the coal-fired
electric generating unit recorded in FERC Accounts 500 thrcugh
514, excluding 501. The definition of fixed and variakle as
defined in these accounts is shown in Article V. The O8N
expenses in FERC Accounts 562, 569, and 570 associated witl the
generator step-up substation facilities of such generatirg unit
are added to the generating unit's fixed expenses. Where CEM
expenses of the generatcr ster-up facilities are not directly
idertifiakle, they will ke allocated on the kasis of the ratio of
the gross investment in the specific coal-fired unit's generator
ster-up substaticn to the total gross sukstation investrent. The
separation of O&M expenses Letween the operating company and
participants is ccmputed kased on tke capacity that eaclk entity
owns in each generating unit.
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Secticn 2.2.10: Administrative and General Expenses, FERC

Acccunts 920 thrcugh 932, excluding Account 924 (Prorerty
Insurance), are allocated to the specific coal-fired gererating
unit and its ster-up substation kased upon salaries and wages as
described in Secticn 2.2.17. The rrorerty insurance is developed
and assigned to the specific coal-fired generating unit.

Tte Frorerty insurance specifically assigned to the transmission
function is allocated to the unit's ster-up substation kased ugon
tke net irvestment excluding land.

The separaticn of the administrative and general expenses
ketween the operating ccmpany and participants is computed tased
on the capacity that each entity owns in each generating urit.

Section 2.2.11: Cepreciation Expense for the coal-fired

generating unit is ktased on Straight lLine depreciaticn with the
excertion of the Scherer units in which case the expense is tased
or Units cf Production during the first six months of oreration
and the remaining life cn Straight Iine depreciation. Tte
depreciation expense for generating units is adjusted tc reflect
the AFULC determined in Section 2.2.2. The depreciatior exgense
asscciated with the generator step-up sukstation facilities is
determined on the basis cf the gross investment in generatcr
ster-up substaticn facilities and the associated depreciaticn
rates. The depreciation expense associated with general plant is
allccated to the spec1f1c coal-fired gemerating unit ané its
ster-up substaticn in the same manner as the general plant
allccations descriked in Section 2.2.5. The derreciaticn exgpense
for cwned capacity and kuy-back capacity are handled serarately
and take into acccunt the records of the cwners.

Section.  2.2.12: Amortization of Investment Tax Credits (AITC) is

ccmputed for each coal-fired gemerating unit. The AITC
asscciated with the transmission plant is allocated to tlLe
generator step-ur substation facilities on the kasis cf the ratio
of the derreciation expense of the generator step-up sukstation
facilities to the depreciation expense of the transmissicn plant.
The AITC associated with general plant is allocated to tte
specific coal-fired generating unit and its ster-up sukstaticn in
the same ranner as the general plant allccations descrited in
Section 2.2.5. 1The AITC for cwned capacity and buy-back caracity
are randled separately and take intc acccunt the reccrds of the
cwners.

Section-2.2.13: Real and Personal Erogértx Taxes are corputed

for the srecific coal-fired generating unit and its asscciated
ster-up substaticn in a manner which equitably relates tlke rro
rata share of such taxes to each facility with regard tc its
value for tax purposes and which is ccnsistent with computation
of such taxes for the respective operating company. The real and
Ferscnal rrorerty taxes associated with general plant are

- 12 -
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allocated in acccrdance with the general plant allocaticn
descriked in Secticn 2.2.5. TCetailed documentation cf
ccrrutaticn of the real and personal progperty taxes fcr eaclht unit
in accordance with the computation cf such taxes for the
operating corpany will ke prepared, and if requested, will te
made available.

Section 2.2.14: Payroll Taxes applicakle to a specific coal-
fired gemerating unit and its step-up sukstation are corputed in
the following manner. The expected payroll tax rates are arrlied
tc the kudgeted salaries and wages develcped in Section 2.2.17.
The payroll taxes reflect the use of the taxakle wage Lase and

thke maximum payrcll tax payatle during each month of the Certract
Year. '

Secticn- 2.2.15: 1Ictal Production Fixed-Exgenses-represent the

direct and allocated fixed expenses associated with the coal-
fired electric generating unit and ceneratcr step-up facilities
and are the sumration of Section 2.2.9 (Fixed Operation and
Mairtenance Experse) through Secticr 2.2.14 (Payroll Taxes) and
is the value for "E" for owned capacity and "Eg4" for Luy-kack
caracity in the formula in Section 2.2 fcr each ccal-fired
electric generating unit. S

Secticn- 2.2.16: The cost of Carital and associated income taxes

are computed for each unit in the fcllowing manner:

CM =[(CRx i) # (PR x p) ¢+ (ERK x ¢)]
where: CR + PR + ER = 1.0
IT = _T  =x[(PR xp) + (ER x )]
1-T
whtere: T = F + § - . 2FS (federal inccme taxes deductible fcr state
1 - FS income tax purposes)
or

T=F + S - FS (federal income taxes not deductible fcr state

income tax purposes)

CM = The weighted average cost of capital associated with
the operating company's ccst of construction cf tle
unit (Percent).

IT = The income tax requirement asscciated with the
rreferred stock and commor equity weighted cost of
carital associated with the operating company's ccst of
ccenstruction ¢f the unit (Percent). ~

- 13 -
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‘ Lk = Ratio of dekt carital )*
FR = Ratio c¢f preferred stock )=*
EF = Ratio c¢f ccmmon equity ) *

#*The components ¢f the capital structure cf the
orerating corpany will ke determined frcm the mcst
recent Cuarterly Report on Form 10-Q (or in event such
rerort ceases to ke required tc ke filed by tre
operating corpanies, such other report to a )
governmental agency containing the operating ccrranies!
capital structure) at the time the unit goes irntc
ccrmercial operation; excert the capital structure for
Miller Unit No. 1 which will ke determined Ly
calculating the simple arithretical averages cf each of
the components as determined ky the capitalizaticr as
recorded on Form 10-K (or USS where 10-K is nct
aprlicakle) for end of year capitalization for eack
year 1972 through 1978. 1In the case of a unit wkich
will g¢ into ccmmercial operation during the ersuing
Contract Year, the components cf the capital structure
may change between the information available at tte
time the estimated capacity charges are develcred and
the time the applicable Fcrm 10-Q is availakle. TLis
. one time change in capital structure will ke reccgnized
as soon as practicarle.

i = The cost of dekt carpital3, which shall ke deterrined as
of the date the unit goes intc commercial operaticn,
shall ke tle weighted average percent rate of First
Mortgage Bonds issued during the construction of tke
unit, which shall be calcuvlated ky applying the arnual
percent interest rate of the mcst recent issue of First

3In the case of Miller Unit No. 1 ornly, the cost cf debt carital
will be adjusted tc account for the period during construction of
the unit exceeding twelve months when no issues of First Mcrtgage
Bcnds were issued. Adjustment for such periods will ke as
fcllcws: the monthly capital expenditures occurring after tre
twelve-month period will have applied to them the annual percent
rate of First Mortgage Bonds issued up to six months suksequent
tc such expenditures. If no such bend issue were made ir tle
six-ronth period subsequent to the monthly capital experditure,
the rate of the mecst recent previous bond issue will cortinue to
ke applied to such expenditures incurred up to six montks prior
tc the next bond issue.
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Mortgage Bcnds pricr to thke incurrence cf each mcnthly
carital expenditure cr the unit. The cost of dekt
capital shall ke modified after the date of ccnrercial
oreraticn to account for additional mcnthly capital
exrenditures tc the urit ky applying the annual gercent
interest rate of the most recent issue of First
Mortgage Bonds prior to thre incurrence cf suclt merthly
capital expenditure. Suclk costs cf dekt capital srall
be modified tc include the amount and the cost cf
pollution control bonds sgpecifically related tc tre
unit. )

E = The cost of preferred stock¢, which shall ke deterrmined
as of the date the unit gces into commercial cgeration,
shall ke the weighted average dividend percent rate of
such stock, which such percent rate shall te calculated
by aprlying the annual dividend percent rate cf tte
most recent issue cf the Freferred Stock prior tc the
incurrence of each montkly capital expenditure cn the
unit. The cost of preferred stock shall be mcdified
after the date of commercial operation to acccunt for
additional monthly carital expenditures to the unit bty
‘apglying the annual percent interest rate of tlke mcst
recent issue cf the Preferred Stock prior to tte
incurrence of such monthly capital exrenditure.

0
1

Return cn common equity of the Southern Comparies as
deterrined in Article VI.

As agreed tc by the parties, the cost of capital associated
witk the kuy-back capacity includes the effect of a split Lketween
the cost of money of the operating company and each particigant
as descriked by the then current purchase and resale agreement
ketween the operating ccmpany and each participant plus 2%. The
develcrrent of the terms CMy and ITy are as shown below:

4In the case of Miller Unit No. 1 only, the cost cf rpreferred
stock will be adjusted toc account fcr the period during
ccnstruction of the unit exceeding twelve months when nc issues
of Freferred Stock were issued. Adjustments for such pericds
will ke made as fcllows: the monthly carital expenditures
cccurring after the twelve-month periocd will have apglied tc them
tlke annual dividend rercent rate of Preferred Stcck issued ur to
six wonths subsequent to such expenditures. If no such stock
issue were made in the six-month pericd suksequent to tlke mcnthly
capital expenditure, the rate of the most recent previous stcck
issue will ccntinue to ke aprlied tc such exrenditures incurred
up tc six months pricr to the next stock issue.

2

- 15 -
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where: T

CMy = (DR x iy) + (PR X ry) + (ER X Cy)

wkere:

CR ¢+ PR + ER = 1.0

ITy = _I_ x [ (PR x py) + (ER x Cy) ]
1-T
= F + S - 2FS (federal inccme taxes deductible for state
1 - FS income tax purposes)
or

-
1l

F + S - FS (federal inccres taxes not deductikle for
state income tax purposes)

CMy = The operating comrany's weighted average cost cf
capital associated with kuy-kack capacity as deterwined
by the purchase and resale agreement retween tle
operating conrpany and each participant (Percert).

ITy = The income tax requirement asscciated with the kuy-kack
cost, of capital of the operating company's rreferred
stock and common egquity ccmponents (Percent).

DR = Ratio of debt capital  )#

PR = Ratio cf preferred stcck )*

ER Ratio cf common equity ) *

*The ccmronents of the carpital structure of tlre
operating ccrpany will ke determined from the mcst recent
Cuarterly Report on Form 10-¢C (or in the event suclk rercrt
ceases to ke required to ke filed ky the operating ccnrany,
such other rerort toc a governmental agency containing tke
operating ccmpany'!s capital structure) at the timre the unit
goes into ccmmercial operation. In the case of a unit which
will go intc commercial operation during the ensuirg
Contract Year, the components cf the capital structure ray
change between the information availakle at the time tle
estirated caracity charges are developed and the time tke
applicakle Fcrm 10-Q is availakle. This one tire ctange in
capital structure will be recognized as soon as practicable.

iy = The cost of debt capital, whiclk shall ke determined as
of the date the unit goes into ccmmercial operaticn,
shall ke the weighted average percent rate of First
Mcrtgage Bonds issued during the ccnstruction of tre
unit, which shall be calculated by applying tlke arnrual
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percent interest rate cf the mcst recent issue of First
Mortage Bonds prior to the incurrence of each rmonttly
capital expenditure on- the unit. Such cost of dekt
capital shall ke modified as cf the date the unit goes
into ccrmercial operation to include the arourt ard the
cost of pollution control bcnds specifically related to
the unit. The cost of dekt capital shkall ke ncdified
after the date of ccmmercial cperation to acccunt for
additicnal monthly carital expenditures to the unit ty
aprlying the annual percent interest rate of tkLe mcst
recent issue cf First Mortgage Bonds prior to the
incurrence of such monthly capital expenditure.

Py = The cost of preferred stock, which shall be determined
as of the date the unit gces into commercial cgeration,
shall ke the weighted average dividend percent rate of
such stock, which such percent rate shall te calculated
by applying the annual dividend percent rate cf tte
most recent issue of the Freferred Stcck prior to the
incurrence of each monthly capital expenditure or the
unit. The cost of Preferred Stock shall be modified
after the date of commercial operation to acccunt for
additicnal monthly capital expenditures to the unit by
aprplying the amnual percent interest rate of thle mcst
recent issue cf the Preferred Stcck prior to tle
incurrence of such monthly capital expenditure.

Ccy = The ccst of Common Equity shall ke the most recent
percent return allowed on equity by the Federal Energy
Regulatory Commission (FERC) for sales to the cperating
company's wholesale customers or such percent return
sukmitted in a rate settlement with its wholesale
custorers (whichever is mcst recent).

T = Combined state and federal inccme tax rate.
F = Federal income tax rate.
S = State income tax rate.

Secticn-2.2.17: Salaries and Wages are rudgeted and acccunted

for on an actual basis by the orerating companies for each
functional grour and the specific ccal-fired gemerating unit for
the Contract Year. The budgeted salaries and wages acccunt for
charges in wage rates and numker of engplcyees.

The salaries and wages associated with the administrative
classificaticn are allocated to the functions including tlLe
specific coal-fired generating unit kased upon the ratic cf the
adrinistrative classification's salaries and wages to tlLe tctal
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salaries and wages less the administrative classificaticn's
salaries and wages. The salaries and waces asscciated witl the
trarsmission function, including the allccated administrative
salaries and wages, are allocated tc the transmission plant's
sukstaticns kased upon the lakor in Acccunts 562, 569, and 570
and is further allccated to the unit's generator ster-ug
sukstation facilities on the kasis cf the ratio of the qross
investment in the specific unit's ster-up sukstation tc the gross
investment in the transmission sukstaticns unless a direct
assignment of salaries and wages is availatle from the ccrgany's
reccrds. The salaries and wages for a specific unit which is
jcirtly cwned are computed for 100 percent of the unit. The
tctal salaries and wages for such jcintly owned units are
allccated on the kasis cf percent cwnerslip.

For a unit which does not have an historical basis cf
salaries and wages, the most recent vintage and similar ccal-
fired unit that does have an historical kasis will be used for
the first year's estimate.

Section 2.2.18 Adjustment-for FCelayed Unit Subject to Secticn
2.8.3 of the Agreement: The develormrent of the cagpacity charge
fcr a unit delayed subject to the provisions of Section 2.4.3 of
the Agreerent will be made in accordance with the above descriked
metkcdolcgy subject to the following:

The increased amount of AFUDC attrikutakle to the delay cf
the unit will not ke included in the gross investment of the unit
excert as this ircreased amount of AFUDC is offset by savings
made available through the substituticn cf less expensive
capacity during the periocd of the delay. The amount of savings
as ray be availakle will ke determined fromr the difference
ketvween the estimated ccst of the unit as if it had nct teen
delayed and the actual cost of the sukstituted unit.

Section  2.2.19 CLata to_ke- Provided: The data contained in this
article will be surplied on informational and support scledules
described in article VIII and shall ke made available fcr kcth
estimrated and actual ccst data as specified in Article IX.
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ARTICIE III

CERIVATICN OF CAPACITY CHARGE FCR
TRANSMISSION IINF FACIIITIES

This article of the Unit Power Sale Manual estaklishes the
formulary methodclcgy fcr deriving the capacity charge fcr
trarsrission plart used for the service to ke supplieé under the
Unit Power Sales Agreerent.

Section. 3.1 System Transwission Caracity Cost: The comgputation
of the system transmission capacity cost fcr transmissicn
facilities is kased on the investrent, expenses, and load related
to transrission lines rated 115 kV and akove and associated
sukstations. This capacity cost excludes the investmrent and
exrenses asscciated with the generatcr sterp-up sukstaticns whkich
are included in Article II.

The computaticn of the system transmission capacity cost is
made for each pexricd of the Contract Year. The Contract Year is

" divided into twc distinct periods, January through May, and June

thrcugh Cecember. This division of the Contract Year intc two
rericds is necessary in order tc reccgnize that the Soutlkernr
Ccmpanies consider an orerating year to ke June 1 thrcugk May 31
of the following year. BRillings and payrents for capacity and
interchange transactions between the Southern Companies .(referred
to individually as "operating company") are based on an cperating
year. The Southern Comranies utilize Peak-Period load Fatics to
allccate certain tkillings and payments ketween each of tte
orerating companies. The peak-reriocd is defined to te tre
fourteen (14) hours ketween 7:00 a.m. and 9:00 p.m. of each day.
The Feak-Feriod lcad Ratios shall ke determined ky dividing each
orerating company's summation of the July and August estirated
weekday peak-period energy locads ty the total system July ard
August estimated weekday peak-period energy loads. The Feak-
Period load Ratics for the first five (5) months cf the Ccntract
Year are kased uron the prior year's critical months of July and
August. The Peak-Period lLoad Ratios for the last seven (7)
montks of the Contract Year are kased upcn the critical nontks of
July and Rugust cf the Contract Year. Cocnsequently, durirg a
Ccntract Year there shall be two Feak-Pericd lLoad Ratios--cre to
be used in the January through May period, and the other ir the
June through Cecemker period. The Feak-Feriod lcad Ratics are
shown on the Unit Power Sale Informational Schedule for the
Ccntract Year.

The transmission capacity cost for each operating ccmrgany
fcr each reriod cf the Contract Year is multiplied ky its Feak-
Period Load Ratic for each pericd of the Contract Year. ThLese
results fcr each orerating company are summed to obtain the total
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. system transrissicn caracity cost fcr each pericd of the Contract
Year. This total system transmissicn capacity cost for eact
pericd will ccnstitute the transmissicn charge for capacity sold
ky Scuthern Companies to purchasers of unit power under tlre Unit
Pcwer Sales Agreement. These clarges fcr each period of tte
Ccntract Year 19€3 will be shown on the Unit Power Sale
Infcrraticnal Schedule for the year 1983, and will te revised in
acccrdance with this Unit Power Sale Manual in suksequert
calerdar years.

Secticn 3.2 Cerivation of Transmission Caracity Costs of Each:
Cgeratlng Comrany: The derivation of the transmission capac1ty
cost of each operating company is kased on the investments,
expenses, and lcad related to transmissicn lines and asscciated
sukstation facilities rated 115 kV and akove (excluding generator
ster-up substaticns) of each operating ccrpany during tre
Contract Year, and the cost of capital and income taxes in each
pericd of the Contract Year. This derivation excludes tte
investments, expenses, and associated load in transmissicn cwned
by Cglethcrre Pcwer Corporation (CPC), Municipal Electric
Authcrity of Georgia (MEAG), and the City of Daltcn, Ga.
(Caltcn) . The investment and expense associated with tke
Southern Electric Generating Company (SEGCO) transmissicr
facilities is assigned to GaPC. The derivation of the mentkly
' transmission capacity ccst of each cperating company for eact
‘ pericd of a Contract Year is exrressed in the following formulae:

Ry =[I X (CM, + IT,)/100 -+ E] X [ 100
L x 12 100 - I,

i
Rz"'[I-X 1cm;-+-_,1/1oo 4 g] x |___100.
C x 12 100 - Ie

Ry = Transmission capacity charge fcr January through Nay
($/kW-acnth) .

R, = Transmission capacity charge fcr June through Cecerber
(3/kW-nonth) .

CM, = The weighted average cost of carital_(Percent)
associated with the Januvary through May period of the
Ccntract Year.

CM, = The weighted average cost of capital (Percent)
associated with the June through Decemker pericd cf the
Contract Year.

IT, = The income tax requirement asscciated with the
‘ preferred stock and common equity weighted cost of
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carital (Percent) asscciated withk the January thkrcugh
May period of the Ccntract Year.

IT, = The inccme tax requirement asscciated with the
preferred stock and ccmmon equity weighted cost cf
carital (Percent) associated with the June througt
LCecember pericd of the Cortract Year.

I = The 12-month average investment in transmissicr lines
and associated sukstation facilities (excluding
generator ster-up sukstations) rated 115 kV ard atove
(Ccllars).

E = The annual exrenses fcr transmission lines andé
associated sukstation facilities (excluding gererator
step-ur sukstations) rated 115 kv and atove (Lcllars).

D = The 5-day average estimated lcad (kW)

Ie Average transrission capacity loss percentage as

determined in Article VII.

The source cf the load, investment, and expense data
inccrporated in the above formulae for each operating ccmrpany
(including FERC Account numkers and description cf allocaticn
procedures and calculation of the ccst cf capital) is as follows.

Section 3.2.1- Five-Day Average load is the estimated peak cne-

hcur load (kW) at the generator adjusted tc a five-day average
locad based on the preceding year's actual loads. Each cperating
ccmpany's one-hcur peak net territorial load (kW) is the sur of
the following: (1) generation, (2) associated companies' pccl
receirts, (3) associated companies' pool deliveries, (4) nor-
associated companies' receipts, (5) non-associated comparies!
deliveries, and (6) any known loads associated with the :
trarsmission services that are respcnsikle for revenues which are
nct credited to crerating expenses. The generaticn owneé and
retained ky CPC, MEAG, and Dalton and their partial requirenents
lcad at the generator kus are excluded fcr the GaPC load
calculaticn. Alsc the investrent and expenses associated with
CEC, MEAG, and Calton ovwnership in transmission facilities are
excluded. For Mississipri Power Company (MPC), tlke generaticn of
the Standard 0il Station is excluded.

The five-day average estimated load will be adjusted tc the
actual five-day average load for each operating ccmpany fpursuant
tc Article IX of this Urit Power Sale Manual.

Section 3.2.2 Gross Transmissicn Investment is the sumrmaticn of

FERC Acccunts 350, 354, 355, 356, 357, 358 and 359 associated
witlk 115 kV and higher vcltage lines plus Accounts 350, 352, and.
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353 associated witl the transfcrraticn and switching tetween 115
kv and tlre higher voltages. (Generatcr step-up substaticns are
excluded.)

Section- 3.2.3 Accumulated Depreciation is that depreciation
asscciated with the gross transmission investment defined akove
and is allccated to Acccunt kased on investment and depreciaticn
rates by Account. The allocation tc voltage level is tased c¢n
gross investment. :

Section 3.2.4 Net Transmission Flant is the difference Letween |
Secticn 3.2.2 (Gross Transmission Irvestrent) and Secticn 3.2.3
(Accurrulated Depreciaticn).

Section 3.2.% General Elant {(Net) includes the investment in
FERC Acccunts 389 through 399. All ccal rroperties and coal
handling equiprert carried in FERC Accounts 389, 398 and 399 are
directly assigned to production plant as descritked in Secticns
2.2.2 and 2.2.3 cf Article II. The allocation of net gereral
plart to transmission facilities rated 115 kV and aktove
(excluding the direct assignments) is done on the basis cf
salaries and wages as descrilked in Secticn 3.2.17.

Sectien- 3.2.6 Wcrking capital is tke summation of cash working
carital, rrepayrents, derosits (if any), and materials and
surflies, and is computed for each month of the Ccntract Year.
The cash working capital for the transmission facilities rated
115 kV and akove is calculated ty taking one-eighth (45/360) of
the sum of the anmnualized fixed O&6M and AEG expenses. The fixed
CEM and R&EG expenses are develorped in Sections 3.2.9 and 3.2.10,
resgectively.

Prerayments are computed on the kasis of a 13-montl average
and are directly assigned to production, transmission, general
plart functicns, and the specific ccal-fired generating unit.
Prerayments associated with general plant are allocated tc tlLe
transmission function on the basis c¢f salaries and wages as
described in Secticn 3.2.17. The amount allocated and assigned
tc tle transmissicn function is allccated to the facilities rated
115 kV and above on the basis of operation and maintenance
expenses as descrited in Section 3.2.9.

Materials and supplies are computed on the kasis of a 13-
mcnth average and consist of plant materials and operating
surrlies recorded in FERC Account 1S4 that are related tc tke
trarsmission function. The plant raterials and operating
suprlies, Account 154, are allocated to the transwission
facilities rated 115 kV and akove on the basis cof the ratic cf
the gross investment excluding land of the facilities rated 115
kv ard above to the gross investment excluding land in tte
transmission plant.
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Ceposits are included as a wcrkirg capital requirement to
reflect tre orerating agreements that exist Letween the crerating
ccmpanies for the cperation cf transmission facilities. It
shculd ke noted ttat while these derosits increase the wcrking
capital requirements of cne crerating company, they have a
- ccrresponding reduction in the working capital requirements cf
i ancther orerating corgany.

Total working capital is ccmputed ky adding depcsits (if
any), prepayments, and material and suprplies to cash workirg
cagital.

Section 3.2.7 Accumulated Deferred Income Tax is the net tctal
of FERC Acccunts 190, 281, 282, and 283 which have been analyzed
and allocated by each orperating company in accordance with each
Acccunt's functicnal use. The porticn related to gemeral plant
is allocated to the tramnsmission furction as descriked ir Section
3.2.5. The allocation to facilities rated 115 kV and akcve is on
the Lasis of net plant less land. '

Section 3.2.8 Tctal Net Transmissicn  Investment represents tde |
direct and allocated investments that are associated witl tle |
facilities rated 115 kV and above and is the summation cf Section
3.2.4 (Net Transmission Plant) through 3.2.7 (Accumulated

. Ceferred Inccme Tax) and is the value fcr "I" in the formula in
Section 3.2. .

Section- 3.2.9 1Transmission Operaticn and Maintenance exgenses, -
FERC Accounts 560 through 573, are allocated in relation to the
net transmissicn plant associated with the facilities ccnsidered
herein unless mcre detail assignments can be made from existing
ccrrany records. The oreration and maintenance (O&M) exrenses
will ke adjusted tc reflect the actuval 0O&M expenses for eack
orerating company pursuant to Article IX of this Unit Pcwer Sale
Manvual. '

Section 3.2.10 Administrative and C€eneral expenses, FEFC
Acccunts 920 thrcugh 932, excluding 924, are allocated tc the
transmission function based on salaries and wages and tc
facilities rated 115 kV and above on the tasis. of net investment.
Acccunt 924 is directly assigned to function ty the operatirg
ccnrany and allocated within functicn based on net investment.

Secticn- 3.2.11 ILerreciation Exrense and Amortization of
Investment Tax c€redit (AITC) are develored as follows. The
depreciation exgrense fcr transmissicn plant is taken directly
frcnr the records of each operating corpany. The depreciaticn
exrense associated with the 115 kV and akove facilities is
deterrined on the kasis of the gross investment in 115 kv ard
akove facilities and the associated depreciation rates. Tke
. derreciation exrense associated witl general plant is allocated
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to transmission glant in accordance witl the general plant
allccations as described in Section 3.2.5. The general glart
depreciation exrense allccated tc transrissicn function is
furtker allccateé to tke 115 kV and akove facilities cn the tasis
of derreciation exrense related to the 115 kV and above
facilities and the total transmissicn plant.

The AITC asscciated witk the transmission plant is allccated
to the transmission facilities rated 115 kV and akove on tle
kasis of the ratic of the depreciation expense of the
trarsmission facilities rated 115kV and akove to the derreciation
expense of the transmission gplant.

Section. 3.2.12 REReal and Personal Property Taxes are assigned

directly to the transmission plant. These taxes are allccated to
the 115 kV and akove facilities kased on the ratio of tlke net
investment in the 115 kV and above facilities tc the net
transmission plant. The real and personal property taxes
asscciated with gemneral plant are allocated to the transmission
function on the tasis of salaries and wages and within
trarsrission to the facilities rated 115 kVsand akove on tle

tasis of net investment.

Secticn- 3.2.13 Payroll Taxes applicakle to the 115 kv and akove

trarsmission facilities are comruteéd in the following manner.

The expected payrcll tax rates are arplied to the budgeted
salaries and wages develored in Section 3.2.17 to obtain each
functicn's payroll taxes and reflect the use of the taxakle wage
kase and the maxirum payroll tax payakle during each morth cf the
Ccecntract Year.

Section 3.2.14 Credits (or Debits) to Operating Fxpenses: The

reverues classified as 'Other Operating Revenue' in the cperating
ccmpany's budget will be credited tc the operating experses if
the transmission facilities considered herein were respcnsikle
for such revenues (e.g., such revenuves associated with lcng term
caracity, short term caracity, and unit rower sales). If tke
revenues for transrission service are not credited, the estirated
derands associated with the revenues will ke added to thLe demand
of the affected crerating company for the transmission rate
calculaticn. Eecause certain ccmpanies Lave operating agreerments
witlh other parties with respect to the transmission facilities
considered hereir, there may be revenues or expenses asscciated
with the facilities rated 115 kV ané akove that will te
arrrcpriately credited cr dekited tc the operating expenses for
the affected cormranies. In addition, revenues associated with
the transmissicn facilities rated 115 kV and akove that arpear in
the 'Purchased Pcwer Acccunt' (e.g., such revenues fromwr lcng term
caracity, short term caracity, and unit gower sales) will te
credited to the cperating exrenses for these transmissicn
facilities.
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Section- 3.2.15 1Total Transmission Exrenses represent thke direct

and allocated fixed exrenses associated with the facilities
considered herein and are the summation of Section 3.2.6
(Trarsmission Oreration and Maintenance) through Section 3.2.14
(Credits (or Cebits) to Crerating Expenses) and is the value for
"E" in the fcrrula in Section 3.2.

Secticn 3.2.16 1The Cost of cCapital and associated income taxes

are computed in the following manner:

M
where:

IT

where: T

CM

IT

LR

EFR

ER

[(CR x i) + (PR x p) + (ER x ©) ]
CR + PR + ER = 1.0

T X [(PR xp) + (ER x ¢) ]

1-17
F + S - 2FS (federal income taxes deductikle fcr
.1 - FS state income tax purposes)
cr

F + S - FS (federal inccmre taxes not deductikle for
state inccrme tax purgoses)

Weighted average cost of capital (Percent).

Income tax requirement asscciated with common

and preferred weightec cost of capital (Perxcent).
Ratio of debt capital (target ratio; incluédes first
mortgage bonds, pcllution control okligaticns and
caritalized leases).

Ratio cf rreferred stcck (target ratio).

Ratio c¢f common equity (target ratic).

Eﬁhedded cost of dekt capital (Percent).

Emtedded cost of preferred stock (Percent).

Return on common equity of the Southern Ccrraries
as determined in Article VI.

Ccormtined state and federal income tax rate.
Federal income tax rate.

State inccme tax rate.
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Secticn 3.;,17' Salaries and wWaces are kudgeted and acccunted for
on an actual basis by the operating companies for each functinal
grcur.

The salaries and wages asscciated with the administrative
classificaticn are allocated to the functiocnal groups kased upon
the ratio of the administrative classification's salaries and
wages to the total salaries and wages less the administrative
classification's salaries and wages.

The transmission plant salaries and wages which includes the
allccated A&G, are allccated to the 115 kV and abtove facilities
kased on the ratic of tre net investrment in the 115 kV ard atove
facilities to the total net transmission plant investrert.
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ARTICIFE IV

DERIVATION CF FUEL CCSTS
ANLC NORMAIIZED FUEL COSTS
FOR _EIECTRIC CENERATINCG UNITS

This article cf the Unit Power Sale Manual estaklishes the
definition ard rrovides the procedures for deterrining tke Fuel
Costs and Normalized Fuel Costs for the computaticn of chkarges
for services under the Agreement.

Secticn 4.0 Fuel Costs: The Fuel Cost ($/mwWh) for a unit is
defired as the ccst (dcllars) of the fuel issued from tte
weighted-average stockrile for the unit divided by the net
electrical output (mWhs) of the unit during operation pericds of
the unit during the month energy was delivered under thris
Agreement. Cperation periods as used herein include all hcurs in
which the net electrical output of the unit is greater ttan zero.
The cost of fuel issued for the unit will be the actual morthly
cost of fossil fuel issuved from FERC Acccunt 151, incluéing the
actuval monthly ccst of gaseous fuels charged directly tc Acccunt
501. In the event that there were no operation periods cf a unit
during a month, the Fuel Cost for the unit for such montk will ke
equal to the Fuel Cost for the unit in the first preceding month
in wkich there were operation periods.

Section 4.1 Normalized Fuel costs: The Normalized Fuel Ccst
($/nwh) fcr a unit is defined as the average net heat rate
(millions of BTU's per nmWh) of such unit at a specified
generation level multiplied by the actual monthly cost (dollars)
of fcssil fuel issued frcm FERC Account 151, including the actual
mcnthly ccst of gaseous fuels charged directly tc Account 501,
and divided ty the heat content (millions of BTU's) of such fuel
issued for the mcnth. In the event the cost of fuel issved is
zerc for a unit during a month, the cost of fuel issued and the
associated heat ccntent for other sirilar unit(s) receiving fuel
fror the same stockpile in that month will be used in tte
calculaticn of the Normalized Fuel Cost. Furthermore, in tte
event there was no fuel issued from such stockpile in thkat menth,
the ccst cf fuel issued and the asscciated heat ccntent for the
first preceding mcrnth in which there was fuel issuved will ke used

"~ ~—-in tke calculaticn of the Normalized Fuel Cost. The specified

genératiocn level at which the average net heat rate is determined
shall be 65% of the Exrected Capacity of each unit, unless
othervise mutually agreed by the parties to the Agreement. This
generation level will ke reviewed periodically Lty the Operating
Comrittee to determine if it shall te revised to more accurately
represent the normal historical or rrojected output factcr fcr
eaclk unit. The average net heat rate, as used Lerein, skall be
calculated for each unit from the net heat rate equation wkich is
used in the econcmic dispatch for the Southern Companies.
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ARTICIE V

CERIVATICN OF FIXED CPERATION ANC MAINTENANCE,
VARIAELE OPERATION ANC MAINTENANCE, AND
IN-PLANT FUEL_ EANPYIING EXPENSES FCR FIFCTRIC GENERATING UNITS

This article of the Unit Power Sale Manual establiches the
forrmulary methcd fcr deriving fixed cperation and mainterance,
variakle operaticn and maintenance, and in-plant fuel hardling
expenses for the ccmputation of charges for services under ttre
Agreemrent.

Section 5.0- Fixed Operation and Maintenance. Expenses: The fixed
oreration and raintenance expense (dcllars) for a unit is kased

upon the followirg compcnents kudgeted for the unit fcr the

Centract Year: (i) all cperation supervision and engineering |
charged toc FERC Account 500, (ii) operational labor (includirg

overtime labecr) charged to FERC Acccunts 502, 505, and 506, (iii)

rent charged to Account 507, (iv) all maintenance supervisicr and

-engineering charged to Account 510, (v) all maintenance €Xperses

charged tc Account 511, and (vi) maintenance lakor (including
overtime lakor) charged to Accounts 512, 513, and 514.

Section 5.1 Variakle Creration and Maintenance Fxpenses: The

variakle operaticn and maintenance expenses ($/mWwh) for a unit
shall be kased upon the following ccmponents tudgeted fcr tre
unit for the Contract Year: (i) all contract laktor, (ii) all
orerating material charged to Accounts 502, 505, and 506, and
(iii) all mainterance material charged tc Accounts 512, 513, and
514. The variable oreration and maintenance expenses fcr tte
urit shall be the sum of the components listed above (in dcllars)
divided by the budgeted mnet electrical ovutput of the unit (in
mwhe) for the Contract Year.

Section 5.2 In-Flant Fuel Handling Expenses: The in-plant fuel

handling expenses ($/mWh) for a unit shall be the in-plant fuel
hanéling costs (dcllars) budgeted in FERC Account 501 divided by
the rudgeted net electrical outrut (mwhs) for the unit durirng the
Contract Year. The in-plant fuel handling expenses shall include
all expenses in Account 501 except the ccst of fuel whict
includes freight, switching, demurrage and other transpcrtation
ctarges.

Section 5.3 Data to be Provided: 1The data used in the
deterrinaticn of the fixed and variable cperation and maintenance
expenses and the in-plant fuel handling expenses for eack urit
eack Contract Year, will ke rrovided to the purchasers cf unit
power in accordance with Article VIII.
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ARTICIE VI

DERIVATICN OF
RETURN CN CCMNCN ECCITY

Thies article cf the Unit Power Sale Manual estakliskes the
returr cn ccrmon equity used in the comgputaticn of capacity
charges fcr unit rcwer and transmission.

Secticn 6.0 Return cn Ccmmon Equity: For the purposes cf

160186-Staff-POD-57-468

deterrining charges for unit power and trarsmission, as set forth
in thkis Unit Power Sale Manual and the Agreement, the return on
ccrrcn equity (c) for the Southern Ccrranies shall ke sixteen
percent (16.0%). This return on common equity will ke reviewed
pericdically to determine if revisicns are required. Ary such
revisions shall ke made in accordance with the provisiors cf
Secticn 5.3 cf the Agreement.
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ARTICIE VII

DERIVATICN CF
AVERAGE- TRANSMISSICN IOSS FERCENTAGES

This article cf the Unit Power Sale Manual estaklishes the
average transmission loss percentages used in the corputaticn of
caracity and energy charges.

Section 7.0 Average Transmission loss Fercentages: For the

purrcses of determining charges for capacity and enerqgy, as set
fcrtlk in this Unit Power Sale Manual and the Agreement, the
average transmission loss percentage of the Southern Congpanies
asscciated with caracity (%l.) and the average transmission loss
percentage of the Southern Companies associated with enexgy (%Le)
shall each ke three percent (3%). 1These average loss percentages
will ke reviewed periodically from annual power supply '
statistical rerorts and from load-flow studies to determine if
any revisions are required. Any such revisions shall ke made in
acccrdance with the provisions of Secticn 5.3 of the Agreement.
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ARTICIE VIII

UNIT PCWER SALE SUPPORT SCHEDUILES AND INFORMATICNAI SCEELUILES
AND MCNTHIY STATEMENT CF ENFRGY TRANSACTIONXNS

Section 8.0 Unit Power Sale Support Schedules: The develcrment
cf ccst ccmpcnents for the sale of unit power will be provided on
forrats mutually agreed to by the parties. Suclk suprort
schedules will describe the source cf the data with reference to
the applicable articles and secticns of the Unit Fower Sale
Manual and will shcw how the data is used in the comgputaticn of
cost compcnents shcwn on the Unit Pcwer Sale Informaticral
Sckedules.

Section 8.1 Unit Power Sale Informational Schedules: The
results of the fcrmulary methodology set forth in this Unit Power
Sale Manual shall ke displayed on informational schedules with a
format mutually agreed to by the parties.

Section- 8.2 Schedules  for Estimated.and Actual Charges: Tke
surrcrt schedules and informaticnal schedules descriked in

Sections 8.0 and 8.1 abcve shall ke made availakle for kcth
estimated and actual .cost data as srecified in Article IX.

Secticn 8.3 Monthly Statements of Emergy Transactions: Montlly
statements shall be made availakle which will list the lcurly
energy transacticns and the energy rate(s) (Base Energy Rate,
Alternate Energy Rate and Supplemental Energy Rate) whick are
arrlicakle to each hourly transacticn. The energy rate(s) used
in the calculaticn of the energy charge for each unit each kcur,
will ke identified and the fuel cost components of the energy
charges will ke shcwn. This data will ke made availakle fcr both
prelirinary and actual cost data as provided for in Section 7.1
of the Agreerent. '
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ARTICLE IX

ACJUSTMENTS FOR RACTIUAY €OST

This article cf the Unit Pcwer Sale Manual estaklishes the
formulary components of the unit povwer capacity ckarge ard tte
trarsrission capacity charge which are suktject to adjustmwent for
actual cost. Such adjustments for actual cost pursuant tc
Secticn 6.2 cf the Agreement will ke made using the applicakle
rrocedures descriked in Article II, Article III, and Article V of
this Unit Power Sale Manual.

Secticn 9.0 Caracity Cost for Unit Fower: The monthly capacity
charges computed under Article II for each unit participating in
sales of unit pcwer for each Contract Year will ke recalculated
using the formulae specified in Section 2.2 of Article II, and
the actual cost data for the unit. All cost items contzineé in
Article 11 will ke adjusted tc reflect tkeir actual ccsts. The
adjustwent will ke made as soon as practicakle following tke end
of the menth, kut shall be made within tkree months of tte
mcnthly rendered kill. The capital structure and cost cf dett
carital and preferred stcck will ke modified as described ir
Secticn 2.2.16.

Secticn- 9.1 cCaracity c€ost for Transmission Service: Tte

trarsrission caracity cost computed under Article III fcr the
Contract Year will be recalculated using the actual data for the
fcllcwing items: (i) Section 3.2.1 (Five-day Average ILcad) and
(ii) Section 3.2.9 (Transmission Operation and Maintenarce
Expenses) and as it affects Section 3.2.6 (Working Capital). The
adjustment will ke made annually as soon as practicaktle fcllcwing
the end cf the Ccntract Year.

Section- 9.2 Variable-creration and Maintenance Expenses: 1TLe

variakle operaticn and maintenance expenses and the in-plant fuel
handling expenses, as defined and ccmputed in accordance witk
Article V, will ke recalculated usirg actual data. The
adjustment for variable operaticn and maintenance expenses and
the in-plant fuel handling expenses will e handled separately
fror the energy killing. This adjustment will ke made arnually
(or for such lesser periods as mutually agreed ky the parties of
this Agreement) using the actual data for expenses and ret
electrical outrut of each unit. Such annual adjustment will be
made for the Contract Year as scon as practicable following the
end cf the Ccntract Year.

Section 9.3 Administrative Cost for Adjustment Procedure: The
rurchasers of unit power shall reinkurse the Southern Ccmpanies
for all ccsts incurred by the Scuthern Companies directly ir
adrinistering this article of thke Unit Pcwer Sale Manual. Such
costs shall ke accumulated by the Scuthern Companies at stardard
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rates of the operating companies and the service comgpany for the
services rerfcrred and shall include, kut not te limited to,
charges for computer time associateé witlk the calculaticr cf
caracity charges tased on actual data, personnel engaged in
administering this article of the Unit Power Sale Manual kased on
tire actually spent, and materials and supplies consumed in
ccnnection with administration of this article of the Urit Ecwer
Sale Manual. Such administrative ckarges will not be included in
the develcrment cf capacity charges in Section 2.2.10 of Article
II. The cost will be prorated equally tc each purchaser of unit
ECWEr.
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