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August 15, 2000

Mr. Frederick F. Haddad, Jr., P.E.
Vice President Power Resources
Orlando Utilities Commission
Post Office Box 3193

Orlando, Florida 32802

Subject: Status Report: Orlando Utilities Commission
Proposal Evaluation - Stage Two Screening Results

Dear Fred:

Pursuant to the terms of the agreement between Orlando Utilities Commission ("OUC") and
R. W. Beck, Inc. ("Beck” and in keeping with the relevant provisions of the proposal
evaluation methodology and procedures developed by Beck and OUC and memorialized on
July 10, 2000 (the "Evaluation Manual"), we have completed the Stage Two Screening.
Pursuant to the provision of the Evaluation Manual, Stage Two Screening was limited (i) to
reviewing each respondent’s proposal for consistency in the pricing content and structure
with OUC’s requirements; (ii) to requesting any pricing clarifications and omitted
information that will not materially change the original response from a respondent; (iii) to
developing a spreadsheet to calculate the annual cost of power delivered to OUC on a
busbar basis for each proposal; and (iv) to preparing a letter report summarizing the

Stage Two Screening.

On the basis of the results of the Stage 1 Screening and with OUC’s authorization, proposals
from the following companies were evaluated at Stage Two Screening:

1. Carolina Power and Light Company ("CP&L")
. 2. Texaco Power and Gasificationand TECO Power Services ("Texaco and TECO")

3. Tractebel Power, Inc. ("Tractebel”)

In order to expedite the evaluation process and with OUC’s concurrence, Beck conducted
clarification discussions separately by telephone with representatives of each of the three
companies on Tuesday, August 1 and Wednesday, August 2. In cases where there was a
need for further research by the proposer in order to provide the necessary clarification, the
proposer was advised to submit the additional information in writing to Beck no later than
the end of the day on Friday August 4. Information obtained from the proposers during this
Stage 2 clarification process is reflected in the table included as Attachment 1, which
summarizes the proposals and provides the basis for the inputs to the busbar-screening
model. Additional information provided by the proposers as clarification is included as

Attachment2 to this Letter Report.

File:  005306\032865
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In order to maintain consistency in the Stage 2 Screening, it was assumed that gas
commodity and gas transportation charges were the same for all proposals unless energy
prices were fixed contractually. Also, transmission wheeling charges were assumed to be the
same for all proposals. The CP&L proposal and TECO proposals provided delivered rates
which were independent of actual transmission losses. Transmission losses in the Tractebel
proposal were assumed to be 2.2 percent and are a pass through (ie., if the actual loss
percent changes, the rates will be adjusted accordmgly) A list of the assumptions used in
the Stage 2 Screening is included as Attachment 3.

Levelized Annual Busbar Delivered Costs
Levelized Annual Cost (Y MWh)
Capacity Texaco/TECOA | Texaco/TECOA
Factor CP&L Peaki In diate Texaco/TECOB Tractebel

10 145.7 160.7 161.7 166.0 146.1
20 98.0 1054 98.9 98.0 893
70 - 55.1 4943 494 48.7
80 - - 45.7 469 46.6
90 - - 42.8 45.0 45.1

Detailed results of the Stage 2 Screening are presented in Attachment4 to this Letter Report.
Please call me at 407-422-4911if you have any questions.

Very truly yours,
R W.BECK, INC.

y .y é a/ GA/HJ’?"
Paul A. Arsuaga, P.E.
Principal and Senior Director

PAA/dmt
Enclosures

File:  005306\032865
$\D05306\032865\0uc\8-07 st2 rpt.doc
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ATTACHMENT 1

STAGE 2 BUSBAR SCREENING -
SUMMARY OF PROPOSALS
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Sent: Monday. August 07, 2000 11:37 PM
‘o: ‘SDottin@rwbeck.com’
ubject: OUC/KUA/FMPA RFP - CP&L 5-Year Pricing

Suppiementat 2 -
CPL.doc <<...>>,»m

Selvin, attached is CP&L's S-xear pricing option as you requested. 1In

order
to demonstrate the 1mpact of different operational strategies, this

five-year alternative was based on a different market model resulting in

a
different set of operational parameters. For consistency and comparison
sake, the ten-year proposal has also been restated using this same

market
model. Please call me if you have any questions.

<<Supplemental 2 - CPL;doc>a\

It is CP&L' s intention to ‘be responsive to the Participant's energy
supply

needs. While there are several configurations that may meet those
needs, ..

CpP&L has chosen a_geggiggﬂplggp for our Proposal. It should be noted
that

it is possible to structure the Citrus County site as a combined-cygle
facility. If so requested, this could be accomplished either from thek\>

beginning-or as part of a conversion that could be worked into CP&L's
roposed project. Also, it is possible that a put option could be

rranged
so that the Participants would have the option to “return" some or all

of
the capacity during the term of the agreement. The point here is that

only

so much can be conveyed in an individual RFP proposal. Perhaps the
optimum

arrangement can best be determined by coming together in negotiations
with

the mutual aim of working-out the best project configuration for the
Participants.

We appreciate the opportunity to provide this supplemental proposal
information and look forward to hearing from you regarding the ongoing
evaluation process. I will be out of the office tomorrow (Tuesday) so,
if

need be, it would be best to reach me via pager.

The consummation of the proposal provided herein is subject to the

execution

of a mutually agreeable contract, adequate counterparty credit
facilities,

and the approval of our respective managements By accepting this
proposal

for review, it is agreed that this proposal in its entirety shall remain
confidential, except as required to be disclosed by law and only to the
extent required by law. CP&L shall be notified prior to any release of

any e
information contained 1n ‘the prcposal Please let me know if these
conditions are not acceptable. This Proposal will remain valid until

ecember 31, 2000
omas C. Saile
" Business Devélopment Manager
Wholesale Power Department
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,,,,,, -—Supplemental Proposal Information
for CP&L’s Prbposal to OUC/KUA/FMPA (the Participants)
™ dated J uly 11, 2000 )

OVERVIEW
o This supplemental proposal information reflects the Participants request for a five-year term option.

o To demonstrate the flexibility available from different operating/dispatch scenarios, this proposal
uses a different market dispatch model to develop the pricing. This market model, while resulting in
lower pricing has more operational restrictions.

O At the Participants request, the contract extension option is now based on a 2-year advanced notice.
It was a 3-year notice in the original ten-year proposal.

a For the sake of consistency, the original ten-year proposal has also been restated using the same
market model and extension option notice as this five-year proposal.

a Prices given below are for a contract beginning October 1, 2002

PROPOSAL: 5-YEAR TERM
o Unit Power Sale: 307 MWe, (2) gas-fired simple-cycle peaking combustion turbines

Q S-year term w/ 5-year renewal option (2-year notice) —
a Capacity: $5.28/KW-mo capacity charge, OR
$4.92/KW-mo capacity charge w/ $1.8M up-front lump sum extension
Option Premium due 010CT2000 (Option is optional)

Capacity, Variable O&M, and Start-up prices all escalate at a flat fixed 2.5%
All other aspects of this proposal remain the same as the original 10-year proposal

o Variable O&M: $1.75/MWh

a Start-Up: $9,000/start per unit
o Avg. starts/year: 45

o Target CF: 3%

0

u]

PROPOSAL: 10-YEAR TERM (restated based on the same market model as the requested 5-year proposal above)
o Unit Power Sale: 307 MWe, (2) gas-fired simple-cycle peaking combustion turbines
a 10-year term w/ S-year renewal option (2-year notice)
o Capacity: . ' $5.09/KW-mo capacity charge, OR
© $4.65/KW-mo capacity charge w/ $3.9M up-front lump sum extension
Option Premium due 010CT2000 (Option is optional)
Variable O&M:  $1.75/MWh

Capacity, Variable O&M, and Start-up prices all escalate at a flat fixed 2.5%
All other aspects of this proposal remain the same as the original 10-year proposal

]
o Start-Up: $9,000/start per unit
O Avg. starts/year: 45

o Target CF: 3%

a

o

August 7, 2000 Pagelofl CAWINDOWS\TEMP\Suppiemental 2 - CPLdoc
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Proposals in Response to Orlando Utilities Com.
Dated May 24, 2000

The following questions and answers were based on a telephone conversation and
subsequent follow-up between Ms. Rebecca T. Alex of TECO/Texaco'and Mr. Paul A.
Arsuaga of R. W. Beck.

Proposal A

L With regard to Teco/Texaco Proposal A, 1s the peakmg capacxty in addition to
the mtermedlate option? - -

Yes, the peaking proposal must be taken together with the intermediate proposal.~--- .

§

2. Pricing is for a 10-year term. How would the pricing change for 5-year term with
the option to renew another 5 years, if exercised at the end of year 3?

Teco/Texaco will provide pricing for such an option. (Pricing was provided in
August 4 addendum).

3. What are the pricing terms for the five-year extension period at the end of the
10-year term?

These pricing terms will be provided.

4, Please confirm that the minimum requirements for the intermediate structure is
that purchaser will take is 25% of peak and super peak hours, and the minimum
requirement of peaking structure is 50% of super peak hours.

Yes, those are the minimum requirements.

5. How did you calculate the transmission rate?

Calculation of the transmission rate was based on appropriate transmission tariffs.

6. Is the transmission cost a pass through?

Yes, transmission costs will be passed through to the purchaser.

\WORLFILE\SECRETR Y\005306\032865\Teco-Texaco\8-7Clarify.doc Pagel
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Proposals in Response to Orlando Utilities Comn -
Dated May 24, 2000

10.

11.

Confirm that the capacity rate is fixed for the term of the contract.

Yes, the transmission rates for proposal A is firm for the contract term. The
capacity rate for Proposal B was shown incorrectly to increase on the pricing
proposal form. This rate will remain at $7.23/kW-month, for the 10-year proposal.
As stated before, new pricing will be provided for 5-year term with optional 5-year
renewal.

Confirm the energy costs are fixed contractually at 2.5% per year.
Yes, the rates will increase at 2.5% per year and are not tied to inflation.

Is the energy rate based on delivered energy? What happens if the transmission
loss rate changes?

Yes, the energy rates are based on delivered energy. If loss percentage changes,
rates will remain the same.

Is the $4.17/kW-month rate for peak and super peak capacity?
Yes, that is correct.

Is the $6.67 rate for intermediate capacity?

Yes, that is correct.

Please explain how energy is calculated for each category, peaking, super peak,
and intermediate.

Each hour is designated as peaking, super peak, or intermediate. In each hour,
the purchaser will pay for the amount of energy taken in each category, based on
the amount of energy taken, and the rate for the type of hour.

What is maximum capacity factor of which we can take energy under the
proposal? What are limitations on this propasal?

The only limitation of the maximum capacity factor is forced outages, and

planned maintenance. The availability is estimated to be 93% of the time.

$:\005306\032865\Teco-Texaco\8-7Clarify.doc Page2

(PAA-3)
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Proposals in Response to Orlando Utilities Comn.
. Dated May 24, 2000

7. Are the gas fuel and transportation costs a “pass through”?

Tractebel is willing to fix the gas transportation costs, provided it obtains gas — ...
transportation from Gulif Stream.

8. Are all environmental related costs, allowances, etc. included in return?

Yes, unless environmental laws change between now and when the agreement is
executed.

9. Are startup costs to be added if less than 52 starts per year, if not, do we add the
$21,300 for starts above 52, for example?

If starts are less than 52, the $2,300 per start is applicable. If starts are above 52, the
$21,300/start is applicable.

. Paul A. Arsuaga

. 5:\D0S306\032865\Tractebel\3-7Clarify.doc Page 2
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ORLANDO UTILITIES COMMISSIO
' PURCHASE POWER PROPOSAL EVALUATION
STAGE 2 ASSUMPTIONS
Discount Rate - 8%
Annual Inflation Rate - 2.5%
Gas Commodity — See below
Natural Gas Fuel Price $MMBtu
1999 - 2.21 2007 - 3.26
2000 - 2.32 2008 - 3.41
2001 -2.44 2009 - 3.57
2002 - 2.57 2010 - 3.69
2003 -2.70 2011 -3.81
2004 - 2.84 2012 - 3.94
2005 -2.97 2013 -4.07
2006 - 3.11 2014 -4.21

Gas Transportation - $075/MM'Bt_u_
. Transmission Losses - 2.2% Qactebel;\l’roposal Only)
Number of Starts Per Year— 25 for Peaking Resources
10 for Base Load Resources
Transmission Wheeling Charges - $1.20/kW-month

Evaluation Period - October 1, 2003 to September 30, 2013. TECO/Texaco
project is not available until April 1, 2004 and the existing
Reliant PPA was assumed to provide power during that
period. Tractebel Project is not available until Qctober 1,
2004 and the Reliant PPA was assumed to provide power
for the first year of this proposal.

Reliant PPA- ¢ Option fee $460,000
¢ Heat Rate — 10,800 BTU/kWh
* Fixed Cost - $4.96/kW-month
o Capacity Factor - Same as proposal

57005 306\13286\OUC\SHE 2 Ser Assumptions.doc
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. 50% Levelzed Cost 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014
- CPEL 30,00
0 $0.00
\ 0 $0.00
0 $0.00
0 $0.00 )
TECO fyter $60.17 2902 2967 3008 3051 3084 3025 2957 3004 3053 3102 3153
TECO Peak $67.51 3073 3276 3338 3398 3458 3438 3418 3483 3552 3622 3894
TECOB $57.13 2155 2699 2748 2801 2853 2909 2951 2093 3039 3084 3133
Tractebel $55.17 2853 2407 2459 2515 2570 2628 3088 3142 3190 3238 3289
60% Leveltzed Cost 2001 2002 2003 2004 2005 2008 2007 2008 2009 2010 2011 2012 2013 2014
cPeL $0.00
0 $0.00
‘ 0 $0.00
o $0.00
\ 0 $0.00
TECO Inter $54.39 3212 3192 3239 3288 3337 3275 3213 3268 3321 3RTIT 34NM
TECO Peak $61.04 3398 23533 3601 3668 3735 3720 3707 3781 3857 3935 4015
TECOB" $52.60 3079 2060 3018 3081 3144 3212 3262 3312 67T 3422 3460
Tractebel $51.38 3250 2684 2746 2813 2879 2948 3426 3479 3536 3593 3654
70% Levelized Cost 2000 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014
CPaL
0
o
o
0
TECO Inter $49.43 3493 3360 3411 3464 3518 3460 3402 3461 3520 3561 3644
TECO Peak $55.13 3679 3701 3773 3845 3915 3905 3896 3975 4056 4140 4225
TECOB $49.36 3403 3220 3289 3362 3436 3514 3573 3632 3695 3159 3828
Tractebel $48.68° 3646 2962 3034 3111 3187 3268 3755 3817 3883 3949 4020
80% Levelized Cost 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014
CPEL
0
0
o
o
TECO Inter $45.71 3774 3528 3I/BBI 3640 I6H8 3645 35H2 W55 319 3788 3853
TECO Peak $50.69 3960 3668 3945 4021 4086 4090 4086 4170 4256 4344 4434
TecoB $48.92 3726 3480 3550 3643 3727 3816 3884 3951 4024 4098 4175
Tractebel $46.65 4043 3239 3321 3409 3496 3588 4083 4154 4228 4305 4388
90% Levelized Cost 2000 2002 2003 2004 2005 2008 2007 2008 2009 2010 2011 2012 2013 2014
CPaL :
0
)
o
)
TECO inter $42.62 4055 3695 3755 3816 3879 3830 IT62 3849 3919 3900 4062
TECO Peak $47.25 4241 4036 4117 4197 4276 4275 4276 4364 4455 4548  46.43
TECOB $4503 4050 3741 3829 3824 4018 4119 4194 4270 4352 4434 4522
Tractebel $45.07 4430 3517 3608 3707 3005 3908 4412 4491 4576 4661 4152

61 3o 71 38ed
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CONFIDENTIAL

TABLE 1

ORLANDO UTILITIES COMMISSION

REQUEST FOR POWER SUPPLY PROPOSALS DATED MAY 24, 2000
STAGE 2 BUSBAR SCREENING - SUMMARY OF PROPOSALS

Carolina Power & Light Texaco & TECO Tractebel
1 Number of Proposals One proposal Two proposals with differing pricing One proposal
mechanisms for the same project:
2 Technology Two (2) simple cyde F class combustion Three-on-one integrated gasification Two-on-one combined cydle *G" class CTs
turbines combined cyde (IGCC) "F" dass CTs
3 Manufacturer General Electric General Electric Siemens Westinghouse
4 Project Location Citrus County, FL Eagle Energy Project located in southwest Polk Fort Myers, FL
County, FL
5 Transmission System(s) Florida Power Corporation " Florida Power Corporation Florida Power & Light
6 Delivered Capacity 308,220 kW. Includes losses 490 MW, Combination of intermediate and | 651.5 MW. Includes a deduct of 2.19% or
peaking option must not exceed 500 MW 14.5 MW for losses

7 Contract Period

5 years (10/1/2002 - 9/30/2007) with a 5 year
optional term (10/1/2007 - 9/30/2012). Two
year notice for 5 year option Is required

5 years (4/1/2004 - 3/31/2009) with a 5 year
optional term (4/1/2009 - 3/31/2014). Two
year notice for 5 year option Is required

5 years (10/1/2004 - 10/1/2009).
OUC will have unilateral right to extend
contract for additional 5 years

8 Capacity Rate

Contractually fixed rate is proposed. Rate
starts at $5.09 per kW-mo. in year 1 and
escalates at 2.5% per year thereafter

Proposal A
Intermediate Structure - Fixed, constant rate
of $8.33/kW-mo. for first 5 years and
$6.67/kW-mo. for 5 year optional period
Peaking Structure - Fixed, constant rate of

Capadity charge without losses for fixed
capital recovery is fixed at $4.69/kW-mo. for
the duration of the 5 year contract and then

fixed at $7.73/kW-mo. for the optional 5 year
period. In addition, a fixed O&M charge and

of the contract. CP&L proposes to apply the

contract. This price is based on FPC tariff

$5.42/kW-mo. for first 5 years and $4.17/kW- a fuel capadity charge are proposed.
mo. for optional 5 year period Y
Proposal B %
Pricing Is $9.00/kW-mo. for term of =
agreement =
9 Transmission Rates Current FPC tariff is induded for the duration |  Fixed at $1.22/kW-mo. for duration of Fixed at $1.36134/kW-mo. Forthe te  —

period. Fee based on FP&L FLOAS!!

actual tariff rates as they may change from effective june 2000
time to time to the delivered capacity to
calculate the transmission charge to OUC.
N:\005306\032865\0UC Proposal Matrix.xls 8/17/00
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CPA&L is willing to discuss the use of a curve to
reflect degradation Instead of a levelized fixed
heat rate

A guaranteed fixed heat rate of 7,000
mmBlWMWh is proposed for Proposal B.

Carolina Power & Light Texaco & TECO Tractebel
10 Heat Rate 11,500 mmBuyMWh No heat rates are provided for Proposal Aas | Annual guaranteed heat rates are proposed
This heat rate is guaranteed for contract term. energy prices are fixed.

1} Variable O&M Rate

Contractually fixed rate is proposed. Rate
starts at $1.75 per MWh in first year and

Induded in energy rate

Variable O&M rate provided. Rate escalates
uniformly from $1.82/MWh in the first year o

Henry Hub daily midpoint index plus
$0.12/mmBty. Commodity price would be
subject to renegotiation at the end of the
primary term to reflect market conditions

escalates at 2.5% per year thereafter. Rate $2.06 in year ten
includes varlable O&M charge
12 Fuel Commodity Price Pass through fuel cost arrangement proposed Not applicable to Proposal A. Henry Hub commodity price minus
based on Gas Daily "Daily Price Suivey” for | For Proposal B - Gas Daily index FGT Zone 3 $0.01/mmBtu plus gas transportation

13 Fuel Transportation Rate

Transportation cost would be adjusted to
reflect actual FGT transportation rate and fuel
retainage factor as of the commerdal
operations date and as of any change in FGT's
rate or fuel retainage factor thereafter. A
small fuel management fee will also be
included. Transportation rate is based on non
firm gas. Project capital cost includes site
back-up fuel oil storage facilities

Not applicable to Proposal A.
For Proposal B - $0.75/mmBtuy

$3.02/kW-mo. (approximately equal to
$0.60/mmBtu at 90 percent capadity factor)

14 Start-up Costs

Proposal is based on 150 starts per year.
$9,000 per start in 2003, escalated at 2.5%

Start-up costs induded in capacity and energy
charges

$2,300 each for up to 52 slarts per year.
$21,000 each for 53 to 300 starts pes year.

per year $41,600 each for over 300 starts pes year.

The above costs will be in effect for the first
year of operation and will escalate annually
based on CPI g
15 Must Run Level None There is a minimum amount of hours required|Project s not required to be dispatched g3
per year for the peaking and intermediate particular time by OUC, but when i N
components of Proposal A dispatched, it cannot be operated bel g
minimum output of 72% of rated apac
to emissions constraints 0

16 Operating Constraints Yes. Based on allowable emissions, CP&L | Operate in accordance with manufacturer’s See above

estimates that the annual operating hours may suggested operating procedures
be limited to between 1,500 and 3,000 per
year.
N:\005306\032865\OUC Proposal Matrix.xls &/17/00 3
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Carolina Power & Light

Texaco & TECO Tractebel
17 Fue) Type Primary fuel is natural gas. Secondary fuelis | Primary fuel is synthesis gas produced from | Primary fuel is natwral gas (not dlear whether
No. 2 fuel oit via truck delivery with on-site |petroleum coke. No. 2 fuel will serve as back- backup is available)
storage up
n g
2
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Saile, Thomas [thomas.saile@cplc.com]
, 2000 10:0gcppM ]
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crLdoc ' Selvin, in follow-up to our telephone discussions on Tuesday (8/1),

enclosed "~

are CP&L's written responses to the questions generated in that

teleplicne
call.

if
you have any questions.

~
<<Supplemental 1 - CPL.doc>>

Thomas C. Saile

Business Development Manager
Wholesale Power Department
Carolina Power & Light
thomas.saile@cplc.com

(919) 546-2338

(919) 546-2645 (fax)

(888) 339-6140 (pager)

The 5-year pricing figures will be available on Monday. Please call me



Docket No. 010142-EM
P. Arsuaga Exhibit No. (PAA-3)
Stage Two Screening Results

PROPRIETARY & CONFIDENTIAL Page 18 of 19 SUPPLEMENT 1

Q3  What is the basis for the $1.22/KW-mo transmission charge shown in Column B of the
Pricing Proposal Form?

A3  This transmission charge starts with the FPC transmission tariff rate of $1.193/KW-mo.
and is adjusted for losses as follows: Adjusted Transmission Rate = Tariff Rate / (1- Loss Factor). The
Loss Factor, per FPC's transmission tariff, currently equals 1.84%. This transmission charge
will track any changes in the FPC transmission tariff.

Scheduling System Control and Dispatch along with Reactive and Frequency Response
ancillary services are included in this transmission chatge. Other ancillary services will not be
required due to the dynamic scheduling of these units as described in Question A-2 (c) in

Attachment A.

Q4  Clarify any limitations on the operation of the unit.

A4  The Participants shall have first-call rights on these units. Although it may not have
been clear in the original proposal, it is anticipated that CP&L will seek a full PSD
environmental permit for these generation units, therefore, limited hours of operation due to

the environmental permit are not expected.

Other areas limiting operations include scheduling parameters, manufacturer's
recommendations, maintenance requirements, equipment failure/force majeure, and natural
gas availability. See Question A-5 in Attachment A and Page 3 of 3 in the Unit Sale Data

Form for information on the scheduling parameters.

This proposal was prepared so as to give the Participants the broad range of operational
flexibility that was requested in the RFP. Flexibility can be added, although not explicitly
quoted, in the form of an option fee for the right to reduce the Contract Capacity during the
contract term. Another example of potential flexibility is converting the peaking facility to
combined-cycle at some point during the contract term. Please let us know if the Participants

are interested in such options.

Q5  Explain any limitations relating to start-ups.

A5  Given the market dispatch model CP&L used to develop this proposal, start-ups can be
as many as 150 per year. As long as start-ups are less than this amount the proposed
Variable O&M and Start-Up Prices are appropriate. Alternate market dispatch models could
be used which would result in lower Variable O&M and Start-Up Prices but would have fewer

starts allowed.
Q6  How will the guaranteed heat rate be implemented?
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A6  This proposal intends to guarantee a fixed heat rate for the duration of the contract
term. As shown on the Proposal Pricing Form, 11.5 mmBtu/MWh is that heat rate. This heat
rate will be multiplied by the total gas price (Index + Index Adder + Transportation) in $/mmBtu
to determine one portion of the Energy Price. Variable O&M and Start-Up costs are the other

components of the Total Energy Price.

With this approach CP&L assumes all risks of heat rate degradation. Other approaches are
possible if the Participants were interested in sharing the heat rate risk. Please let us know if
the Participants are interested in such an alternative approach.

Q7  Is aS5-year term available?

A7  Yes, this will be provided separately. . =

Q8  Clarify how gas pricing will be determined.

A8  Gas pricing is a combination of gas commaodity cost plus gas transportation cost. The
gas commodity cost starts with Gas Daily’s “Daily Pricing Survey” for Henry Hub daily midpoint
Index. To this Index a locational basis differential of 12¢/mmBtu is added. This sum
represents the gas commodity’s market price in the central Florida area.

NOTE: it is CP&L's suggestion that an alternative index be used with a lesser basis
differential. This alternative is the Gas Daily FGT Z2 daily midpoint index plus 2¢/mmBtu.

Gas pipeline transportation cost is the sum of FGT’s ITS-1 tariff Usage Charge
(33.75¢/mmBtu) plus the FGT ITS-1 tariff Fuel Reimbursement Charge (2.99%) plus a Fuel
Management Fee (3¢/mmBtu). The FGT tariff figures will track FGT's tariff if it changes; the
figures given are the current values. The Fuel Management Fee will escalate at the proposed

2.5% escalation factor.

NOTE: The energy pricing example given in the answer to question A-10(d) in Attachment A
had a typographical error in it. While the total energy price of $46.62/MWh was appropriate,
the error was in the fuel retainage portion of the Pipeline Transportation formula. The correct
fuel retainage should have been $0.11/mmBtu (2.99% fuel retainage).

Q9  Is on-site oil storage included in the proposal?

A9 Yes, this was included to enhance the availability of the generation units.
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PRIVILEGED AND CONFIDENTIAL

August 23, 2000

RWHECK

Mr. Frederick F. Haddad, Jr., P.E.
Vice President Power Resources
Orlando Utilities Commission
Post Office Box 3193

Orlando, Florida 32802

Subject: Status Report: Orlando Utilities Commission Proposal Evaluation
Revised Stage Two Screening Results

Dear Fred:

Pursuant to the terms of the agreement between Orlando Utilities Commission ("OUC™)
and R. W. Beck, Inc. ("Beck”) and in keeping with the relevant provisions of the proposal
evaluation methodology and procedures developed by Beck and OUC and memorialized
on July 10, 2000 (the "Evaluation Manual"), we have completed the Stage Two Screening.
Pursuant to the provision of the Evaluation Manual, Stage Two Screening was limited (i)
to reviewing each respondent’s proposal for consistency in the pricing content and
structure with OUC’s requirements; (ii) to requesting any pricing clarifications and
omitted information that will not materially change the original response from a
respondent; (iii) to developing a spreadsheet to calculate the annual cost of power
delivered to OUC on a busbar basis for each proposal; and (iv) to preparing a letter report
summarizing the Stage Two Screening.

On the basis of the results of the Stage 1 Screening and with OUC’s authorization,
proposals from the following companies were evaluated at Stage Two Screening:

1. Carolina Power and Light Company ("CP&L")
2 Texaco Power and Gasification and TECO Power Services ("Texaco and TECO")

3. Tractebel Power, Inc. ("Tractebel”)

In order to expedite the evaluation process and with OUC’s concurrence, Beck conducted
clarification discussions separately by telephone with representatives of each of the three
companies on Tuesday, August 1 and Wednesday, August 2. In cases where there was a
need for further research by the proposer in order to provide the necessary clarification,
the proposer was advised to submit the additional information in writing to Beck no later
than the end of the day on Friday August 4. Information obtained from the proposers
during this Stage 2 clarification process is reflected in the table included as Attachment 1,
which summarizes the proposals and provides the basis for the inputs to the busbar-
screening model. Additional information provided by the proposers as clarification is
included as Attachment 2 to this Letter Report.

File:  005306\032865
S:\005306\032865\OUC\8-22 Stg2 rpt-Revised.doc
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Mr. Frederick F. Haddad, Jr., P.E.
Orlando Utilities Commission
August 23, 2000

Page 2

In order to maintain consistency in the Stage 2 Screening, it was assumed that gas
commodity and gas transportation charges were the same for all proposals unless energy
prices were fixed contractually. Also, transmission wheeling charges were assumed to be
the same for all proposals. The CP&L proposal and TECO proposals provided delivered
rates which were independent of actual transmission losses. Transmission losses in the
Tractebel proposal were assumed to be 22 percent and are a pass through (ie., if the
actual loss percent changes, the rates will be adjusted accordingly). A list of the
assumptions used in the Stage 2 Screening is included as Attachment 3.

Levelized Annual Busbar Delivered Costs

Levelized Annual Cost ($/MWh)

Capacit Texaco/TECO A | Texaco/TECO A

yl?a or CP&L Peaking Informediate | T&A/TECOB | Tractebel
10 145.7 160.7 161.7 166.0 145.6
20 98.0 1054 98.9 98.0 88.7
70 - 55.1 4943 494 48.1
80 - - 45.7 469 46.1
90 - - 428 45.0 45

Detailed results of the Stage 2 Screening are presented in Attachment 4 to this Letter
Report.
Please call me at 407-422-4911 if you have any questions.

Very truly yours,
R. W. BECK, INC.

Pord G lirin,,

Paul A. Arsuaga, P.E.
Principal and Senior Director

PAA/dmt

File: 005306\032865
SAD05306\03286\OUCS-22 Stg2 rpt-Revised.doc
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Oriando Utlities Commission
Total Proposed Cost by Capacity Factor
($/MWh)
-~ Disoount Rate a0%
< CP&I Term, yrs. 8
~Others Term, yrs. 10
Capaclly Factor - .
% Levelkzed Cost 2001 2002 2003 2004 2008 2008 2007 2008 2009 2010 2011 2012 2013 2014
CPRL $240.95 10.73 10.99 1M 18t 117 1207 1236 1264 1202 FEF]] 1354
TECO Inter $201.12 1287 18.01 16.08 18.11 1616 1408 1299 13.03 131 13.18 13.22
TECO Peak $239.11 9.63 1270 1280 1289 1208 1222 147 1187 11.87 1178 1189
TECOB $302.14 1297 15.27 15.32 15.38 1543 1548 1563 1567 1561 15.66 1871
Tractobet $259.27 10.69 1165 1182 11 un 184 1615 1621 16.27 16.33 16.39
10% Leveltzed Cost 2001 2002 2003 2004 2005 2008 2007 2008 2000 2010 2011 2012 2013 2014
- CP8L $145.68 1284 1318 1362 1387 424 1461 15.00 5.35 .70 16.07 16.44
TECO Inter $161.07 1402 1697 17.08 17.16 7 1624 1821 18.32 15.43 1568 1667
TECO Peak $160.75 1469 1633 1654 16.72 16.89 1623 15.58 15.78 1599 16.21 16.43
TECOB $166.02 1459 1658 16.67 1678 16.88 17.00 17.08 17.16 17.28 17.38 17.44
Tractebet $145.58 12.68 1291 13.03 1316 1328 1341 1776 17.88 1797 18.07 10.18
20% L Cost 2001 2002 2003 2004 2003 2008 2007 2008 2000 2010 2014 2012 2013 2014
CPAL $30.05 1707 1768 1807 1839 1913 19639 2027 2076 2126 2118 2232
TECO Inter ’ $08.92 1844 2028 2046 2084 2083 1983 1695 19.18 19.37 19.88 19.00
TECO Peak $105.44 1899 2103 2135 2166 2194 2141 2088 2122 * 2167 2192 029
TECO 8 $97.97 17.83 19.18 1938 19.59 1980 2002 2019 2038 2084 2072 2082
Traclebel $88.73 1664 1563 1585 1608 1631 1664 2088 2116 2138 2166 2176
30% Levelzed Cost 2001 2002 2003 2004 2005 2008 2007 2008 2009 2010 2014 2012 2013 2014
CPaL $75.68 2029 2187 2262 2330 2403 2416 2563 2617 2682 2150
i s 297 B4 2267 2393 2420 2338 N4 279 309 039 AN
;Egg ::u $84.37 2290 2494 2538 2577 26186 2573 2534 2576 2622 2669 21V
TECOB $75.28 2107 2178 208 2239 27% 2304 2330 2385 2382 2409 2439
Tractsbel $69.78 2060 1834 - 1866 1900 1933 1968 2420 2447 24786 2504 2535
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2000 2000 200 201) 2012 2013 201
TECO nter $66.63 2560 2664 2687 2722 27857 2680 2003 2642 2081 2721 2762
TECO Paak $1303 2681 2885 2037 2988 3037 3005 2074 3029 3067 348 32068
TECO B $63.94 2431 2430 2478 2820 2562 2607 2640 2674 2110 2047 2786
Tractebel $60.30 2857 2108 2148 2192 2238 21281 2742 20qT 2815 2852 2883
- 0% p!.roue ooo% 2004 2004 2005 2006 2007 2008 2000 2010 2011 2012 2013 2084
o $0.00
0 $0.00
° $0.00
0 $0.00
TECO Inter $50.17 2902 2967 3008 3051 3094 3025 2957 3004 3053 3902 3153
TECO Peak $67.51 3073 3276 3338 3398 3458 3436 M6 MBI 3562 3622 3694
TECOB $57.13 2755 2689 2748 2801 2863 2009 2961 2993 3039 3084 3133
Tractebet $54.62 2653 2378 2430 2484 2538 2505 3064 3107 3164 3201 3261
60% tevelzed Cost 2001 2004 2008 2006 2007 2008 2000 2010 2011 2012 2013 2014
CPiL $0.00
: ° $0.00
0 $0.00
0 $0.00
0 $0.00
TECO Inter $54.39 3212 392 23% 3288 VI 3276 3213 3268 BN BIT MM
TECO Peak $61.04 3398 3533 3601 3668 3735 3720 3707  3ITM1 38ST 3935 4015
1ECOB $52.60 3079 2060 3048 3001 3144 3212 3262 3312 6T M2 3480
Tractsbel $50.63 3260 2660 2.1 2776 2841 2008 3386 338 3493 3549 3509
70% Lovelzed Cost 2001 2004 2008 2008 2007 2008 2000 2010 2041 2012 2013 2014
CPaL
o
°
°
° .
TECO inter $49.3 3493 3360 311 464 3518 3460 3402  ME1 3520 3581 3644
TECO Peak $55.13 3679 3701 3173 3845 3915 3905 3898 39T 4056 4140 4225
1ECOB $49.38 3403 3220 3289 3362 36 3544  3BT3 3632 3695 3169 3028
Tiactebel $48.12 3648 2922 2993 3068 M43 3222 IO7T I8 3833 3898 3967
80% Levelized Cost 2001 2004 2005 2008 2007 2008 2000 2010 2014 2012 2013 2014
TPiL
0
0
°
TECO inter ° $45.71 774 3328 3383 3640 3698 3845 3592 3IBE0 3749 188 5
YECO Peak $50.69 3960 3868 3945 4021 4096 4090 4086 4170 4256 4344 4434
1ECOB $4692 3726 3480 3569 3843 3727 3848 3884 3981 4024 4096 4175
Tractebel $46.09 4043 3194 3274 3360 3445 3535 4029 4098 4172 4248 4325
90% Levelzed Cost 2001 2004 2008 2008 2007 2008 2009 2010 2011 2012 2013 2014
CPaL
°
0
0
0
TECO Inter $4282 4065 3885 3765 3818 3879 330 3782 3849 3949 3990 4062
TECO Poak $47.25 4241 4036 4LAT 4197 4276 4216 4278 4364 4455 4548 4643
TECO B $45.03 4050 3741 3829 3924 4018 4119 4194 4270 4362 4434 4522
Tractsbel $44.61 4439 468 3566 3852 3748 3849 4351 4420 4541 4595 4684
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