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CITY OF CALHOUN

MEAG MEETING
REDTOP MOUNTAIN STATE PARK 

CARTERSVILLE, GA
JANUARY 29, 2007, 9:00 A.M.

MINUTES

CITY OF CALHOUN:

James F. Palmer, Mayor





Lorene Potts, Mayor Pro Tem





George R. Crowley, City Councilman 

William P. Bailey, City Attorney
Kelly Cornwell, Director of Utilities

Eddie Peterson, Director of Public Safety/Public Works
Larry Vickery, Electric Superintendent
Cathy Harrison, City Administrator
1) The meeting was opened at 9:00 a.m. with Chuck Manning of MEAG stating the project related to Vogtle three and four.  Plant Vogtle is located in Waynesboro, GA.  He introduced Steve Jackson, Jim Fuller and Pete Degnan all of MEAG, who would be assisting in the presentation.  

2) Mr. Manning stated that presently the 48 MEAG cities own 22.7% of Plant Vogtle’s generation.  He asked Pete Degnan, Attorney to review the legal portion of the project.  
Mr. Degnan stated the following:  
· MEAG participants would have a right to participate at the same level as we have current ownership.  It will be for the two new nuclear units and MEAG Cities will have the right to purchase up to 500 megawatts.   
· There is a specific time schedule that must be followed for the MEAG Cities to take advantage of the opportunity.  He stated April 1, 2008 power sales contracts must be signed and any level not subscribed to by the MEAG Cities will go to Georgia Power and Oglethorpe Power.  

· In the fall 2007 the final power sales contracts will be mailed to all MEAG Cities.  He stated a draft contract will be mailed prior to the fall, probably February 2007.  It would allow each MEAG City an opportunity to review and make their final decision regarding purchases.  

· The MEAG staff will review the draft contracts and if all of the 500 megawatts are not subscribed to, those Cities who have indicated a desire to purchase will be given an opportunity to purchase the remaining megawatts prior to April 1, 2008.  
· He stated that under no circumstance will any of the participant Cities have an opportunity to purchase any part of the 500 megawatts after April 1, 2008.  However, in the spring of 2009 any City that has signed a contract for any portion of the 500 megawatts will have an opportunity to devest any or all of the proposed purchase of megawatts and they will only be responsible for any cost on the project up to that point.  

· Purchasers will have an opportunity to lay off some level of their megawatts into a long term sales agreement in order to help with the funding of the project.  He stated as an example, if you were purchasing 100 megawatts and you only need half of these, the remaining megawatts can be sold on a long term sales agreement for 10-20 years.  They would be sold for that period of time and the revenue from the sales would offset the debt for the generation cost.  
· In reference to the development cost that is currently being incurred by MEAG, any participant that signs early, between the time of the draft contracts in February 2007 and the final deadline of April 1, 2008, they will not be penalized and will not be required to pay an additional amount higher than any other City signing on the last day for a portion of the project.  

· There will be a survey form circulated asking for an initial amount of megawatts that any participant City might be interested in purchasing.  He stated this is needed to begin the process to determine how close MEAG will be to the 500 megawatts entitlement portion of the project.  He stated from that point there will be a formula based on activity in prior projects that will determine the portion of any left over megawatts that can be divided between those Cities that have expressed an interest in purchasing a part of the project.  He stated the form would ask the City to declare the number of megawatts it is interested in purchasing and how much they wish to have placed in long term arrangements to reduce their cost.  He stated the cost for the long term arrangement has not been contracted at this time.  It will be market driven and they might wait until the project is complete in hopes that the market will be up.  
· The project will have a 60 year life from 2025 to 2085 approximately.  He stated the energy trading that will be arranged on the long term agreement will probably be utilized through the Energy Authority in Jacksonville that is currently in place.  He stated in terms of current agreements, Hatch one license that is in place for participants at this time expire 2034 and Wansley one license expires in 2036.  Cities may wish to purchase a portion of these two contracts of Vogtle to replace those two expiring contracts.  
· From a system stand point, MEAG needs all 500 megawatts for system load.  

· The stated the cost for the nuclear projects of Plant Vogtle would be around $2,100 per kw for capital cost and for energy about $15 a megawatt hour.  

· In response to a question regarding turbine energy, he stated that capital or development cost is approximately $400 per kw.  However, the energy cost is approximately $100 per megawatt hour.  He stated for possible re-licensing of the existing part of Plant Vogtle will take approximately 10 years.  He stated due to new regulations regarding coal the capital cost for coal production will be around the same development cost as nuclear approximately $2,100 per kw.  
3) Mr. Manning and Mr. Jackson presented the following:  

· There will be mixture of resources that MEAG will need to buy, combined cycle production as well as Vogtle in order to meet all future needs.  However, some Cities continue to have more load than they actual need and they may want to sell existing load as well as not purchase any of the Vogtle project at this time.  This situation will give Cities that need additional load, the opportunity to purchase not only Vogtle’s projects but also part of other projects.  
· The construction cost of the project for Plant Vogtle’s two new units will be between $970 million to $1.2 billion.  However, with construction delays or increase of interest rates, the cost could double.  
· MEAG staff will assist in every way possible to keep construction on target and to be aware of market changes that cause interest fluctuation.  

· On the draft contract that will be mailed to the individual participants, MEAG will include individual construction cost estimates and the effect on their monthly billing.  

· In reference to a question regarding tax credit in the 2005 law regarding tax credits, the first 6,000 megawatts in which the facility is permitted, must be by 2008, construction by 2014 with a completion date of 2021.  The portion of megawatts that are sold on long term arrangements could be taxable and therefore, be eligible for tax credits.  
4) Attorney Degnan referred everyone to a Wall Street article from January 28th paper regarding tax credits.  
· He stated the projects financed between 2015 and 2035 would not have any tax credit.  However, those 2035 and beyond that are in long term agreements would be eligible for tax credits.  He stated this would apply if MEAG uses a taxable entity to purchase those long term agreements.  

· He stated MEAG staff and legal representation remain neutral during the decision making process.  The decisions made by Cities to purchase or not to purchase, or to lay off a long term portion of their purchases is up to the elected officials of each individual City.  

· He stated the function of the MEAG staff and legal department is to make every City aware of the opportunity.  The staff is knowledgeable of the facts, and will convey information in order for electric officials to make informed decisions.  This is a long term project that will affect Cities for many years in the future.    

· He reminded everyone this is the only project at this time to apply for an early permit and by virtue of this they hope to flag any environmental issues.  

· The Plant Vogtle expansions will be marketed as a non-emitter in terms of omission.  

· He stated in an effort to lower cost risks, this project will receive both construction and operating license initially before any major expenditure.

· There will be check points during construction and MEAG staff will monitor construction extremely close.

· There will be a single source contract to Westinghouse with a firm price with escalators built in.  

· MEAG and Georgia Power will focus on managing the Westinghouse contract.

· There will be an opportunity for injection of equity into the project that will lower the risk and lower cost.  He stated this injection of equity will be through use of the trust fund money.  

· In terms of emissions:

· Coal has medium capital cost, medium fuel cost and medium emissions cost at 6.89¢.  

· Gas has 6.25¢ in emission cost, it has a high fuel cost, low capital cost and medium emissions cost.  

· Nuclear is 5.68¢ with high capital cost, low fuel cost and no emission cost.  He stated you can double the cost of nuclear and it will still be a better price than coal.

5) Mr. Manning and Mr. Jackson reminded everyone that charts and graphs that are being reviewed do not include inflation.  They are present day values.  
6) Jim Fuller, Director of Finance, reviewed the total system:

· The generation debt service will have a 2015 peak debt that drops in 2016 and continues to drop until 2029 and it will be flat with about 25% of debt for the balance of the period.  

· He stated by utilizing the trust fund proceeds to apply against the new Vogtle debt, beginning 2011 debt will drop each year.  The long term power sales contract will also continue to lower debt.  Therefore, the equity as a result of the trust will positively increase bond ratings and help lower the debt.  

· Production cost are approximately 70% of what they currently are, 3.5¢.
· The trust money will mitigate construction cost for the full term.   
· Each City will receive charts that apply to their own individual debt service and to their energy.  

· Environmental cost for Whansley and Plant Scherer will be included in the debt.  The environmental cost is associated with the recertification of Plant Whansley and Plant Scherer will be included in the debt.  

7) Kelly Cornwell reviewed and completed a survey form for Calhoun for non bonding commitment for the Vogtle expansion as follows:
· A request for purchase of 25 megawatts for the City of Calhoun with an option to sell 10 megawatts for 10 years and 5 megawatts for 20 years on long term multi year power agreement, leaving 10 megawatts for immediate use.  

· It was stated entitlements in project one and project four will be the starting points for each City that participates.  

· The cost will be based on purchases and these are based on the survey.  

· Each City will obtain estimates in a few weeks and allocations will be made of the shares of City’s that are not participating to those who do and they will be based on fractional shares of cost of those who participate.  
· The draft contract will include possible rating structures from different rating agencies.  

8) Jim Fuller reminded everyone the trust equity will allow everyone early debt retirement and each participant will design their own package.  The debt that will be incurred for the project will have the full faith and credit of each participating City and this also will assist in a lower bond rating for the debt.  
9) The group responded to questions during the process.

10)  The meeting was adjourned at approximately 12:15 p.m.
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