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BEFORE THE FLORIDA PUBLIC SERVICE COhIMISSION 

DOCKET NO. 060658-E1 

REBUTTAL TESTIMONY OF ROBERT L. SANSOM 

ON BEHALF OF CITIZENS OF THE STATE OF FLORIDA 

Please state your name and business address. 

My name is Robert L. Sansom. I am President of Energy Ventures Analysis, Inc. My 

business address is 1901 N. Moore Street, Suite 1200, Arlington, VA 22209. 

Did you file Direct Testimony in this case on October 19,2005? 

Yes. 

What  is the purpose of your Rebuttal Testimony? 

To reply to the testimonies filed on behalf of PEF by Witnesses Davis, Pitcher, 

Weintraub, Heller, Hatt, Dean, Kennedy, Felter, and Franke. I also reply to the testimony 

filed by Staff Witness Windham. 

Has any of the testimony filed by PEF caused you in any way to reduce or consider 

reducing the $134.5 million of overpayments (exclusive of interest) you originally 

estimated were incurred by PEF’s ratepayers because of the imprudent 1996-2005 

coal procurement policies of PEP? 

No. If anything the overpayments are greater than I originally estimated. 

21 

22 Q .  Mr. Heller, PEF’s rebuttal witness, testifies that  PEF’s actions saved PEF 

23 ratepayers fuel costs. Do you agree? 

24 A. No. Mr. Heller’s analysis is fundamentally flawed. 

Summary Points Regarding PEF Witness Heller 
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Please summarize the flaws in Mr. Heller’s analysis. 

The Commission should not give Mr. Heller’s analysis any weight for the following 

reasons: 

1. He uses Mr. Hatt’s flawed work as a basic input to his opinions and financial 

analysis and makes invalid CR 4 and CR 5 coal quality performance findings) 

while ignoring the engineering work of B&V, B&W, S&L and PEF’s own 

engineers, including Dan Donochod. 

2. His estimates of the cost of PRB coal delivered to CR 4 and CR 5 ignore actual 

bids for PRB coal received by PEF in 2003 and 2004 and PEF’s evaluation 

thereof. 

3. His analysis of barge and transloading rates ignores real bids and transactions in 

favor of “assumed methodologies’) that give results that are inconsistent with 

actual transactions and bids. 

4. He did not even consider the PRB rail route to CR 4 and CR 5 via Mobile) 

Alabama or by all rail to Crystal River; rather) he assumed so-called “Waterborne 

Proxy” rates via IMT would apply, when no such rates for PRB coal have been 

established or approved by the FPSC. 

5.  He assumes contractual constraints on the tonnage of PRB coal that can be 

delivered by water to CR 4 and CR 5 that ignore the favorable economics of 

moving these CAPP coal contracts from the water to the all-rail route. These 

facts were even recognized by PEF. 

6. He buys into the myth that in the 1990’s PRB bidders would not provide bids to 

PFC for shipment to CR 4 and CR 5 without providing any plausible explanation) 

and he apparently accepted PEF’s erroneous view of the October 15, 1998 
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Kennecott letter without ever reading it. See PEF's Responses to OPC's Fifth Set 

of Interrogatories Nos. 48-5 1. 

7. He assumes, p. 31 lines 1-8, PRB coal would be blended with bituminous coal at 

IMT, in contradiction to the capability to blend at, and the favorable economics of 

blending at, Crystal River. 

Are you sponsoring any exhibits with your testimony? 

Yes. I am sponsoring the following exhibits: 

Rebuttal Exhibit No. __ (RS-30) PRB Analysis Regulated Coal by PFC's 

Dennis Edwards which is an October Estimate of 1996 EFC Affiliate Profits. 

Rebuttal Exhibit No. 

Rebuttal Exhibit No. (RS-32): Back Calculated FOB Mine Prices from 

Exhibit DMD-13, p. 1. 

Rebuttal Exhibit No. (RS-33): Davis/Heller Rates v. Market Rates. 

(RS-3 l), an Affiliates Profit Table. 

Rebuttal Exhibit No. (RS-34): Transportation Miles. 

Rebuttal Exhibit No. 

to Mobile and river docks. [CONFIDENTIAL] 

(RS-35): Bids by western railroads to ship PRB coal 

Rebuttal Exhibit No. (RS-36): October 15, 1998 Kennecott letter offering 

PRB coal to PFC. 

Rebuttal Exhibit No. (RS-37): 41 Plants East of Mississippi River Using 

PRB Coal in 1996. 

Rebuttal Exhibit No. (RS-38): TECO data on PRE? Prices. 

Rebuttal Exhibit No. (RS-39): September 14, 2004 email from Mr. Pitcher 

Spot Barge Purchases declaring Massey coal' is more economical if moved by 

direct rail to Crystal River. 

3 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

Rebuttal Exhibit No. (RS-40): Sansom Photographs From February 22,2007 

Visit to Crystal River plant. 

Rebuttal Exhibit No. (RS-41): Crystal River Coal Yard Layout. 

Rebuttal Exhibit No. (RS-42): PE’s notes on a 2005 conversation with Mr. 

Hatt. 

Rebuttal Exhibit No. (RS-43): 2004 PRB Bid Quantities to PFC for 2005- 

2007 Coal. 

Rebuttal Exhibit No. (RS-44): PRB SO2 Emissions vs. CAPP SO2 

Emissions. 

Rebuttal Exhibit No. (RS-45): Revised SO2 Overpayments of Ratepayers by 

S ansom. 

Rebuttal Exhibit No. (RS-46): Proposed Agenda March 2005 PFC Synfuels 

Meeting with Davis and Weintraub participating. 

Rebuttal Exhibit No. (RS-47): Mr. Pitcher’s 2001 Black Hawk Synfuels 

Offer to Mr. Edwards. 

Rebuttal Exhibit No. (RS-48): Undated PFC Marketing and Trading 

“Indication of Product Availability”. 

18 

19 

20 PRB Coal Movements 

21 Q .  

22 

23 fuel costs? 

Reply To Davis and  Heller On  So Called “Market” And “Waterborne Proxy” Rates For 

Do you have any reactions to the testimony of Ms. Donna M. Davis filed by PEF  on 

January 16,2007 in response to your October 19,2006 testimony on PRB delivered 
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Yes. In response to PEF Witness Davis, I would point out that she has offered no 

evidence to refute my finding that due to PEF’s affiliate bias it favored CAPP coal via 

IMT to CR 4 and CR 5 from 1996-2002 when it was more expensive than PRB or 

imported coal. In fact, she offers evidence to the contrary. Prudence determinations are 

made on the basis of what was known or should have been known at the time 

procurement decisions were made. Witness Davis, who addresses PEF procurement 

during the Dennis Edwards era of 1996-2002, offers good 1998 evidence (DMD-14, p. 2) 

that Mr. Edwards believed PRB coal would be the most economical choice “by about 

2000 (my guess)” via the water route to CR 4 and CR 5 .  She also provides a 1999 

document (DMD-15, p. 1) which projects PRB will be less expensive than CAPP coal in 

2003. There is no evidence in all of Mr. Edward’s documents that he believed CR 4 and 

CR 5 could not, for technical reasons or for environmental permitting reasons, burn a 

50% PRE3 blend. He expected PRB coal to compete with imported coal by water and 

displace CAPP coal via the affiliate dominated water route in that role. 

Provide the full text of Mr. Edward’s 1998 statement. 

The February 9, 1998 Edward’s statement (at Exhibit DMD-9 p. 11) was: “In addition to 

these costs, I believe we should recognize that we will in all likelihood, be using Powder 

River Basin coals at CR 4 and CR 5 by about 2000 (my guess). Since these coals and 

others like South American, best move to Crystal River by water and are generally 

“compliance” grade, we would likely switch back to “D” water at this time in any event.” 

Were CAPP and PRB markets the same from 1996 through 2000? 

Yes. This is evident for 1996-2000 if one compares Mi.  Heller’s Exhibit JNH-2 p. 1 of 1 

for PRB prices with the left most column of JNH-7 for CAPP coal prices. They were 
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almost unchanged for these five years. Therefore Mr. Edwards’ 1998 forecast for 2000 

applied to 1996-1999 as well. 

Then why would Mr. Edwards find PRB likely to be the best option in 2000 (in a 

1998 document) and not in 1998 or in 1996. 

There would have been no reason if the purpose of PFC’s procurement had been the 

procurement of low cost coal supplies for the benefit of customers. But that was not 

PFC’s purpose. PFC had another agenda. That agenda can be found in the October 1996 

EFC/PFC document at DMD-13 p. 2 of 26, provided here for convenience as Rebuttal 

Exhibit No. - (RS-30). PFC had a conflict of interest. Affiliate interests favored 

CAPP coal, while ratepayer interests favored PRI3 coal. Apparently h4r. Edwards’s boss, 

Mr. Carter, was interested in maximizing affiliate profits, even if it cost ratepayers 

millions of dollars per year. 

How does DMD-13 p. 1 or 2 of 26 show this bias? 

It shows that PEF affiliates were making $7.04/ton in profits plus whatever profits or 

avoided losses applied to “DMCC” [Diamond May Coal Company] on CAPP coal via the 

river route. 

Explain how it shows this. 

On the left side of DMD-13 1 or 2 of 26 is information that I have summarized at 

Rebuttal Exhibit No. (RS-3 1). 

How many tons did PFC move via IMT in 1996? 

1,958,2000 tons according to PEF’s filings at FERC. 

So how much were they making in 1996 on water route coal? 

$7.04/ton times 1,958,200 tons or $13.7 million. 

6 



1 Q.  

2 

3 A. 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

Doesn’t the right side of DMD-13 1 of 26 show PEF’s affiliates could make even 

more (less $/ton but on more tons) moving PRB coal to CR 4 and CR 5 via Mobile? 

In this example prepared by Mr. Edwards, it shows more profits on PRB coal, but 

apparently PEF realized that the PFC “Waterborne Proxy” did not apply to PRB coal via 

Mobile, Alabama, as the analysis for PRB coal assumes. Second, Mr. Edwards’ PRB 

calculations include a mistaken margin of $1.20/ton (or $1.70/ton on 340,000 tons) to 

MEMCO which would not be recovered, as a river barge rate, on an all-rail movement to 

Mobile, Alabama. Nor does he deduct the $1.20/ton paid to MEMCO (apparently a “take 

or pay” penalty because PRE3 coal moving by rail to Mobile, Alabama would not use 

MEMCO’s river barges) from the “market” or assumed waterborne proxy. Third, the 

calculation mistakenly assumes PEF’s waterborne proxy rate for transloading at affiliate 

IMT would apply to transloading at McDuffie, AL, giving it another profit center. 

Fourth, not shown but recognized by Mr. Edwards in Rebuttal Exhibit No. (RS-30) 

after DMCC was that PFC’s coal producing affiliates were losing large amounts of 

money, and would lose more without EFC’s captive affiliate market. Fifth and finally, 

the calculation assumes CAPP coal could be delivered for $1.822/MMBtu like PRB coal, 

but the actual PFC procurement of CAPP coal was much more expensive. So Edwards’ 

calculations did not account for the financial damage PRB use would cause EFC’s 

affiliate companies, and assumed, wrongly. that CAPP coal could be delivered as 

inexpensively as PRB coal. Regarding affiliates, PFC’s coal producing affiliates, in 1996 

took a $25.5 million charge against earnings, offsetting the $27.1 million PFC reported 

making on its transportation affiliates. See Coal Outlook, April 21, 1997 and February 3, 

1997. FPC’s money losing coal companies frequently obtained business from PFC, 
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Q ,  

A. 

Q. 

A. 

Q .  

including deliveries via the expensive water route. See Coal Week April 1, 1996 p. 1 and 

Coal Week, June 3, 1996. 

Can you simplify what is going on in these calculations? 

Yes. Mr. Edwards, as his documents at DMD-15 in February 1999 and DMD-14 p. 2 in 

February 1998 as well as in this document (DMD-13), recognized PRB coal’s potential at 

CR 4 and CR 5 ,  delivered all-rail to Mobile and by Gulf barge to Crystal River. While 

his affiliate profit calculation of $7.04/ton plus DMCC’s profits or reduced losses on 

moving CAPP coal via IMT was real, his PRB calculation was a “straw man” based on 

many invalid assumptions. Responding to our discovery request for accompanying 

documents, PEF found none. Therefore they were either destroyed or his calculations 

received no attention and spurred no action. 

What about Mr. Edwards’ assumption in Exhibit DMD-13 p. 1 that in 1996 both the 

CAPP and PRB prices would be delivered to CR 4 and CR 5 at the same 

$1.822/MMBtu? 

The assumption in DMD-13 p. 1 of a $1.822/MMBtu delivered price was realistic for 

PRB coal, but it was an invalid assumption for CAPP coal. See Direct Exhibit No. 

(RS-19) where the year 2000 delivered PRB price to CR 4 and CR 5 would have been 

$1.8 l/MMBtu vs. actual CAPP coal/synfuels which was delivered for $1.95/MMBtu. 

This conclusion holds for 1996-1999 too as is shown in Direct Exhibit No. (RS-2 1) 

which shows delivered CAPP coal prices to IMT in 2000 were the lowest of the 1996- 

2000 years, meaning CAPP coal in 1996 would have been more expensive relative to 

PRB coal. Therefore the assumed, by Mr. Edwards, delivered CAPP coal price of 

$1.822/MMBtu was not consistent with PEF’s actual purchases of this coal. 

Have you shown the implicit F.O.B. mine prices in Exhibit DMD-13, p. I?  
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Yes. They are at Rebuttal Exhibit No. - (RS-32). 

Why do you say the Waterborne Proxy would not have applied to a PRB coal 

movement? 

The 9/13/93 FPSC Order PSC-93-1331-FOF-E1 in Docket No. 930001-E1 (p. 5 )  is 

applicable to a move from up-river docks via river barges, none of which would be 

involved in a PRB coal movement by rail to Mobile, Alabama. 

Was this Waterborne Proxy ever found to be applicable to other coal markets? 

Yes, when EFC brought imported coal to CR 4 and CR 5 via IMT, it negotiated a specific 

waterbome proxy for that movement. 

Why couldn’t PEFPFC have achieved a “waterborne proxy” for PRB coal 

movements as Davis and Heller contend? 

Ms. Davis at pp 30-33 and Mr. Heller at the bottom of p. 29 argue that a waterborne 

proxy could have been negotiated for or applied to PRB movements. But had PEF sought 

such a proxy, it would have risked losing $14 million/year, and the PSC would have 

realized PRB coal via Mobile could have been delivered for less than the price of CAPP 

coal via IMT. The FPSC would have seen that PFC was making millions of dollars per 

year charging non-market prices on CAPP coal via the affiliate water route that could not 

be charged to ratepayers had the Mobile route been used, or had the IMT route been 

forced to compete with the Mobile route. 

And PEFPFC never approached the Commission with a PRB waterborne proxy 

proposal? 

No. This makes the affiliate accounting on the right side of DMD-13, (because of the 

assumed delivered price equivalency of CAPP and PRB coal and because of the assumed 

waterborne proxy for PRB coal), a purely hypothetical exercise, while the left side of 
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DMD-13 represented real profits to the water transportation affiliates of FPC and fewer 

losses on its coal operations. 

Isn’t PEF’s key Exhibit DMD-4 which is repeated as JNH-4? Isn’t this Witness 

Davis’ basis for saying PRB coal was considered and economically rejected? 

This is a critical PEF exhibit. Ms. Davis opines on it from p. 32 to p. 33. Mr. Heller 

even claims the waterbome rates in it are too low. His PRE3 water transportation rate 

estimates are even higher than DMD-4’s assumed rates (see Heller pp. 29-30) 

What is wrong with Exhibit DMD-4? 

It is not based on transactions, bids, or reliable market data, ignores the route via Mobile, 

Alabama, and assumes for the water route via IMT (New Orleans) that a PRB waterborne 

proxy on PEF’s terms was or could be obtained. 

How do the “calculated” rates in DMD-4/JNH-4, a 1997 document, compare with 

market rates? 

Not very well, as I show in Rebuttal Exhibit No. - (RS-33). In summary, only if 

one picks the wrong origin (Cora vs. Cook), assumes a waterborne proxy rather than 

market rates, assumes a mileage ratio method to adjust the assumed waterbome proxy, 

and ignores the effect of competition from the all-rail route to CR or the route via Mobile 

Alabama, does one gets a number in Mr. Heller’s or Ms. Davis’ range. But these are self 

serving assumptions and “assumed” numbers, not numbers based on market transactions, 

bids, or on FPSC rulings. 

Did Mr. Heller consider the Mobile route or the all-rail route for PRB coal? 

No. (See Response to OPC’s 5th Set of Interrogatories, Question 44.) 

10 
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Do you agree with Mr. Heller’s FOB mine prices for PRB coal at  Exhibit No. 

JNH-6, p. 1 of 1 Column 1 and at  JNH-2? 

Yes. I checked actual transactions and they confirm Mi .  Heller’s PRB spot prices. For 

example, in February 2000 TECO, on its FPSC 423, reported a $4.55/ton FOB spot price 

vs. Heller’s 2000 PRl3 spot price of $4.54. Apparently the source for his FOB mine PRB 

prices in JNH-2 (not identified) relies on market transactions. 

In  your earlier testimony you said (p. 39, line 5 :  “I believe coal via McDuffie a t  

Mobile would have been the most economic [route for PRB coal].” See pp 39-40. 

See also Direct Exhibit No. - (RS-20) and the map a t  Direct Exhibit No. 

(RS-17). Do these newly produced PEF documents by Ms. Davis confirm your 

opinion? 

Yes, I had not seen Mr. Edwards’ documents (at DMD-13 and DMD-15 p. 1 of 1) which 

show he believed Mobile by rail was the likely route for PRB coal to the Gulf. 

What  mileages are  involved? 

The haul distance for PRB coal from the PRB to CR4 and CR5 via Mobile, Alabama 

docks is than the haul distance for PEF purchased CAPP coal and synfuels for CR4 

and CR5 via IMT at New Orleans. See the mileages for each route at Rebuttal Exhibit 

No. (RS-34). 

Further, the IMT route involves approximately a 21 day transit time from the mine to 

IMT, vs. about five to six days from the PRB by rail to Mobile. Plus, the IMT route 

requires two transloadings and potential storage at docks, while the PRB-to-Mobile route 

involves only one transloading step. 

11 
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How does the delivered price of PRB coal via Mobile compare to Mr. Heller’s 

estimate of the delivered PRB price via IMT? 

The delivered price of PRB coal via Mobile was less expensive because of the affiliate 

dominated charges for moving PRB coal via IMT as assumed by PEF’s witness Heller 

(compare Exhibit No. JNH-6 page 1 of 1,  column (7) and with Direct Exhibit No. __ 

RS-20, which uses non-affiliate pricing). My delivered PRB price via Mobile was 

$1.91/MMBtu. Heller’s delivered PRE3 price via IMT (for 2003) was $2.42/MiVBtu. My 

estimated PRB price delivered via IMT in 2003 was $1.99/MMBtu. (See Direct Exhibit 

No. (RS-lg).) I used my IMT estimate rather than my Mobile estimate to 

calculate overcharges. Had I used the Mobile route, the overcharges would have been 

greater by a significant amount. 

What are the underlying differences? 

FPSC Orders do not establish water route proxy transportation rates for PRB coal, nor do 

I agree with (nor did the FPSC ever accept) the HelleriDavis “water proxy”, mileage pro- 

rate method for estimating barge rates as assumed in DMD-4 and JNH-4 and supported 

by Heller (pp 29-30). 

What would be the effect of Heller’s assumptions? 

The use of Heller and DMD-4 assumptions for river route and IMT pricing make the 

PRB rail route to Mobile, Alabama, then by ocean barge, the most economical route for 

PRB coal to travel to CR4 and CR5. The TECO-to-Davant barge rate that I implicitly 

used by relying on TECO’s PRB delivered prices to Davant for 1996-2002 is sufficient to 

cover both the Cook-to-IMT barge rate (established in FPSC Order PSC-04-0999-FOF-E1 

p.17, as $3.60/ton in 2001 and $3.75/ton in 2004) and “market” transloading costs at 

IMT, $1.50 to $1.80/ton. See DMD-20 Column C for “TEC” for TECO’s river barge 

12 
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rates which exceed the FPSC’s established market rate by a wide margin. Heller 

“estimates” a market transloading rate at about $l.OO/ton at a PRB rail to river 

transloading dock (Cora) for 2003 (see Exhibit - JNH-6, Column 3). Heller assumes, 

in contradiction to his own “market” transloading rate in Column 3, that PEF affiliate 

IMT would receive for “transloading and blending” from PEFs ratepayers six times that 

amount or $6.0 lhon in 2003 to transload at IMT, in Column 5 .  Blending would not have 

been required at IMT. Moreover, Heller’s assumed IMT rate is also in contradiction to 

the “market rate” IMT bid to TECO as reviewed and approved by the FPSC in Docket 

No. 031033-EI. Further, PEF’s 2005 IMT transfer rate, which results from a market 

solicitation (see PEF’s Confidential response to Citizen’s second set of Interrogatories 

(No.’s 6-14) at p. 4 in Docket No. 05001-EI), shows New Orleans transloading at market 

pricing is a fraction of Mr. Heller’s “assumed” rate. 

Please summarize why you believe the $/MMBtu PRB delivered prices estimated by 

DMD-4 and Heller are so much higher than your estimate ($2.42/MMBtu in 2003 vs. 

your $1.91/MMBtu in Direct Exhibit No. - (RS-20))? 

PEF witnesses, Davis relying on DMD-4 and Heller, ignore the following: 

1. The FPSC never approved a “waterborne proxy” for affiliate movement of PRB 

coal via affiliate river barges and IMT (or anywhere). 

2. The fact that barge tows on the Cook to IMT haul are 35-40 bargeshow vs. 15 

bargeshow on the Ohio River and the numerous locks along the Ohio River vs. a 

one-lock Cook Terminal to New Orleans movement, make the mileage pro-rate 

method inaccurate. 
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3. The FPSC’s Order PSC-04-0999-FOF-E1 establishes 200 1 and 2003 Cook-to- 

IMT rates using market transactions. These rates contradict Heller’s and Davis’ 

numbers . 

4. The role of the Mobile, Alabama route (which PEF witness Heller ignored), as the 

most economical route, makes it a market cap on PRB via the rail-to-Cook and 

water-to-IMT route. It would be very difficult for the PRB-to-Cook-to-IMT-to- 

CR-4/5 route of 2,640 miles to prevail in head-to-head competition with a 2,042 

mile all rail to Mobile, Alabama (McDuffie), and ocean barge movement to CR 4 

and CR 5.  Using Mr. Heller’s “assumed” affiliate numbers and Cora, instead of 

Cook, rail to water transloading point would insure that the all rail route to Mobile 

won PEF’s PRB business, not PEF’s “affiliates” at Heller assumed pricing. The 

BNSF’s bids to PEF for 2002 and 2003 support this conclusion, not to mention 

BNSF’s rail rates to the Scherer (with the NS) and Miller (an all BNSF haul) 

plants. (See confidential Rebuttal Exhibit No. (RS-35) herewith for rail bids 

to PEF for PRB coal.) 

Do these new PFC documents or others, provided by Ms. Davis cause you to change 

in any way your estimate of the delivered price of PRB coal to CR 4 and CR 5 for 

1996-2005? 

No. By using the Davant (TECO) delivered price to New Orleans which incorporates an 

above market TECO affiliate barge rate (as confirmed by the FPSC’s October 12, 2004 

Order referenced above), my estimate of ratepayer overpayments is, if anything, too low. 

Alternatively, had I used the Mobile route for PRB coal to CR4 and CR5 instead of via 

New Orleans (which implicitly I do by using TECO’s delivered PRB price), the 

overpayments by the ratepayers due to PEF’s imprudence would be even higher. 
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Reply To Davis, Weintraub, And Heller On  The Kennecott Letter And PRB Coal 
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23 

PEF witness Davis (pages 36, 38, and 55) alleges PRB coal producer Kennecott in 

1998 “expressly declined to make a proposal, and we received no proposals from 

any other subbituminous coal supplier.” PEF expert witness Heller (top of p. 21) 

repeats these assertions. What is your response? For the Kennecott letter see 

Exhibit DMD-5, p. 21 of 21, attached here for convenience at  Rebuttal Exhibit No. 

- (RS-36). 

These are truly amazing assertions that conflict with the language in Kennecott’s letter. 

Kennecott’s letter at Exhibit DMD-5 offers “8400 to 9400 BtuAb” PRB coal and 

Colorado coal. It says (see Exhibit DMD-5): “Our current coal portfolio is comprised of 

subbituminous Powder River Basin coals, with a heating value ranging from 8,400 to 

9,400 Btu/lb and a Colorado coal with a heating value of 10,500 Btu.” [Emphasis not in 

the original.] 

Doesn’t PEF’s summary bid response sheet a t  Exhibit DMD-5 p. 10 of 21 show 

alongside “Kennecott” the statement “Letter of Decline”? 

Yes. This should have read “Letter to Decline” to provide CAPP coal. In 1998 

Kennecott owned the Jacobs Ranch, Spring Creek and Codero Rojo PRB mines. It also 

owned 50% of a fourth PRl3 mine, the Decker mine. As Ms. Davis herself testifies (p. 

55), TECO was able to buy spot PRB coal from Kennecott in 1998. Again, PEF was 

imprudent. 

Do you believe PRB producers would refuse to offer coal to PEF  in the 1996 to 2000 

period? 
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Of course not. PRB producers had excess capacity and were bidding to all interested 

buyers. Other utilities added over 100 million tons per year in demand, between 1996 

and 2000, but that was not enough to boost prices or preclude the idling of two PRB 

mines, Peabody’s Rawhide and Arch Coal’s Coal Creek mines. Prices did not rise (see 

Direct Exhibit No. __ (RS-7)). PEF just wasn’t interested. 

But you’ve testified PEF  solicited for PRB coal in 1996,1998. What  is your explana- 

tion? 

The experienced PRB companies had been told by PEF that only CAPP coal would be 

purchased. However, Kennecott had just acquired PRB mines and its salesman had not 

figured out PEF’s “exercise”. 

Are there other instances of this? 

Yes. PRB bidder DTE which became a big seller of PRB coal and transportation services 

in the east in the early 2000’s offered both to PEF in response to PEF’s March 2004 

solicitation. Apparently this salesman and “his President” believed PEF was seriously 

considering buying PRB coal. The salesman contacted Mr. Pitcher as follows: “This 

RFP has received notice from our President and he is anxious to receive information 

about our bid” (see PEF-FUEL-000368-378). 

Did P E F  buy the PRB coal bid in response to the Spring 2004 solicitation? 

Regrettably, no. That PEF did not- and had placed itself in a position where it could not- 

was a very costly refusal to PEF’s ratepayers. 

How did the other more experienced PRB bidders respond? 

Both Arch and Peabody could offer eastern CAPP coal and PRB coal. When PEF’s e 

Dennis Edwards on May 3 1,200 1 notified Arch that its bid was accepted, his handwritten 

note to Arch was as follows: “P.S.! Central App only”! (See PEF-FUEL-004822) 
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What about Ms. Davis assertion (p. 38 lines 11-12) “To my knowledge during the 

1996 through 2002 time period we never received an  offer for a spot sale of sub- 

bituminous co a 1.” 

That is either due to the fact that PEF never asked for a spot offer of PRB coal or because 

the PRB producers weren’t wasting their time, knowing PEF only purchased CAPP coal 

and usually coal transported by affiliate companies, which were not economic links in 

moving PRJ3 coal to Mobile, Alabama. 

Were the western railroads interested? 

When asked. At Confidential Rebuttal Exhibit No, (RS-35) are bids from the PRB- 

serving railroads and DTE, which offered railroad services and unit trains of rail cars. 

These bids were highly competitive. 

Is there any reason PEF could not have located and purchased PRB coal supply for 

C R  4 and C R  5? 

No. In 1998, 141 U.S. coal-fired power plants were burning 330 million tons of PRB 

coal. In 1998, 101 mmt of this PRB coal was burned at plants located east of the 

Miss is s ippi River. 

At which plants east of the Mississippi River in 1996 was PRB coal used? 

According to FERC 423 data, in 1996 there were 4 1 eastern plants, most 

PRJ3 coal, were burning PRB coal. A list of these plants is at Rebuttal Exhibit No. 

(RS-37). Many of the above listed plants were increasing their percent of PRB blends in 

and after 1996 to capture the favorable economics of PRB coal and to meet Clean Air Act 

Phase I SO2 requirements. 

How were the owners of these plants able to buy PRB coal when PEF could not buy 

it or get bids for CR 4 and CR 5? 

designed for 
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A. They wanted to purchase PRB coal to reduce fuel cost while PEF did not want to reduce 

ratepayer fuel costs. 

Why was PEFLPFC able to obtain PRB bids in 2003 and 2004 and not 1996-2000? 

Was there more PRB oversupply in 2003 and 2004? 

No. I believe Mr. Pitcher was seriously interested in PRB coal, particularly in 2004, 

when CAPP and imported coal prices were very high and the waterborne proxy had been 

reduced. Then he found out PEF had let its air permit for PRB use at CR 4 and CR 5 

lapse. 

Q .  

A. 

Further Reply To Davis Testimony 

Q. What is your response to Ms. Davis’s testimony (p. 39) regarding PEF’s 2001 

procurement which rejected the PRB bids despite the fact they were the low bids for 

the two year and five year terms? 

The PRB bids were the low bids for these periods despite the fact that the bid evaluation 

sheets (see Exhibit No. DMD-8 pp 1-4) show PFC evaluated the PRB bids using the 

“waterborne proxy” transportation cost of $29.45 per ton. As I testified earlier, there was 

no basis for this assumption. Had actual rail bids been obtained and utilized, the PRB 

bids would have been the low bids for all time periods. At that point, in 2001, PEF had 

not even sought a bid from the BNSF to haul coal to Mobile, Alabama. The first BNSF 

bid PEF received is dated August 23, 2002. (See confidential Rebuttal Exhibit No. 

A. 

(RS - 3 5 )  .) 

Q .  Did the 2001 PRB evaluations reflect PEF’s view that CR 4 and CR 5’s air  permit 

did not allow the use of PRB coal a t  CR 4 and CR 5 or that CR 4 and CR 5, as PEF 

has testified in this proceeding, could not technically burn PRB coal in a 50/50 

PRBKAPP blend? 
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No. 

Do you have any response to Ms. Davis extensive testimony regarding TECO’s coal 

procurement vs. PEF’s coal procurement? Please start  with her statement on p. 7 

criticizing your alleged statement that  TECO purchased PRB coal for less than PEF 

purchased bituminous coal. 

My Direct Exhibit No. - (RS-19) shows the data that confirm my testimony. She 

provides no rebuttal analysis. 

What about her assertion on p. 9 that PEF was aware of TECO’s delivered PRB 

prices but believed them to be higher than TECO’s other purchases. 

This testimony demonstrates a lack of fundamental understanding of coal prices. One 

does not compare the delivered price of a 6.0 lbs. S02/MMBtu to high sulfur bituminous 

coal (which TECO buys for its scrubbed units at Big Bend) with 0.5 lbs. S02MMBtu 

PRB coal (which meets CR 4 and CR 5’s 1.2 lbs. SOZ/MMBtu specification) because of 

the differences in qualities. The appropriate comparison is the one I made at Direct 

Exhibit No. (RS-19), which compared coals that meet the 1.2 lbs. S02MMBtu 

specification. 

Ms. Davis asserts on p. 42 that PRB coal delivered to TECO was “never the 

cheapest, and often the most expensive, coal TECO purchased on a delivered basis 

to the transfer facility.” What  is your response. 

I present the data she relies on in Rebuttal Exhibit No. (RS-38) as it appears in her 

Exhibit DMD-IO, for the years TECO took PlU3 coal. 

These results show low sulfur PRB coal purchased on a spot basis was expensive 

than all spot coal purchased by TECO at ECT for 1999-2002. From 1996-1998 it was 

19 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

more expensive than the average spot purchased high sulfur coal. Again, this is not the 

appropriate frame of reference. 

Please respond to Ms. Davis’ testimony from the bottom of p. 41 through p. 43, 

where she says PEF purchased coal for less than TECO. 

Again, Ms. Davis is wrong. She continues to ignore the differences in coal quality I 

commented on above and the fact that the issue is the delivered cost of PRB coal via the 

water route vs. bituminous coals via the water route to Crystal River that is at issue. 

Further, she does not acknowledge that it was the lower cost of direct rail delivered 

CAPP coal to CR 4 and CR 5 that enabled PE to have lower overall coal delivered cost 

than TECO’s. This route avoided transportation using PEF’s affiliates. Most of the coal 

delivered to Crystal River moved by rail. 

Q .  

A. 

Reply To PEF’s Kennedy 

Q.  

A. 

Q .  

A. 

Q. 

What is your response to PEF Witness Kennedy’s assertions on p. 5 about why PEF 

failed in 1996 io request a Title V permit that allowed it to burn subbituminous coal 

at CR 4 and CR 5. 

PEF has continued to shift its “story” as to why it failed to secure a Title V permit for 

subbituminous coal at CR 4 and CR 5 .  In its response to OPC’s 4th Set of Interrogatories 

No. 25 (a) through 25 (d), PEF offered different reasons. 

Did PEF originally contend it could not burn subbituminous coal because it had no 

permit to allow it to do so? 

Yes. This assertion required OPC to approach the FDEP directly in order to determine 

that PEF’s failure to maintain permission to bum PRB coal rather than any action by 

FDEP caused PEF to lack authority to bum PRB coal. 

What did PEF say? 
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A. 

Q.  

A. 

In PE’s November 7, 2005 Response in Opposition to OPC’s Motion . . .” PE stated: 

“For exaple, Mr. Samson’s [sic] opinion that PEF failed to award a contract to 

the “lowest bidder in the 2004 RFP process” fails to reveal that the referenced 

bids either offered sub-bituminous coal which the Crystal River units cannot bum 

under existing environmental permits or they involved transportation logistics 

that would not provide efficient and reliable delivery of the coals offered.” 

This was not the full story was it? 

No. Omitted was the fact that PEF chose not to maintain or acquire the air permits to 

bum PRB coal. In other words, PEF allowed its authority to bum a PREVCAPP blend to 

lapse, then justified its failure to buy the lowest cost coal bid to an RFP by invoking the 

limitations of the environmental permit that it had shaped. PEF’s explanation was 

disingenuous, and belies, the claim that PEF has been open about its procurement efforts. 

Further, PEF’s witnesses have not alleged PRB coal could not be delivered reliably. 

PEF’s Reliance On Sargent & Lundy’s 50/50 Comment 

Q.  

A. 

PFC Witness Weintraub (bottom of p. 31) and PEF’s expert Hatt (top of p. 51) 

claim Sargent & Lundy recommended against a 50/50 PRB/CAPP blend. Do you 

agree? 

No. Sargent & Lundy’s report addressed a 50/50 blend of ILLB/PRB, not a PRBKAPP 

50/50 blend. S&L’s comment on an Illinois Basin blend is so cryptic and undocumented, 

it appears to have been offered as an aside. In any event, Sargent & Lundy’s statement 

would not apply to a PRB/CAPP blend. The ash fusion characteristics of Illinois Basin 

coal and PRB coal make this combination a more difficult blend for a pulverized coal 

(PC) boiler. (CR4 and CR5 are PC boilers). By contrast, ILLB/PRB blends have been 

used successfully in cyclone boilers, and also in PC boilers (see my list above). 
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Does the Sargent & Lundy statement apply to a PRB/CAPP 50150 blend a t  CR4 and 

CR5? 

No, and efforts by PEF to claim or imply otherwise are wrong. Mounds of evidence from 

almost 20 years of PREVCAPP blends at 50/50, 70/30, 30/70, etc. demonstrate that there 

is no evidence a 50/50 PREYCAPP blend would not work at CR4 and CR5. 

Didn’t B&W design CR 4 and CR 5 for a 50/50 blend? 

Yes. If CR4 and CR5 could not operate on a 50/50 CAPP/PRB blend, PEF would have 

had recourse against B&W and B&V. Given the decade of PRB and PRB/bituminous 

experience available to B&W when it began its CR4 and CR5 design, one can be 

confident B&W never would have accepted FPC’s design specification if Sargent & 

Lundy’s report could be read as PEF’s witnesses read it. 

12 Heller, Dean, And Windham’s “Contractual And Physical Constraints” On 

13 Potential PRB Tons Via The Water Route 

14 Q. 

15 

16 

17 

18 

19 

20 A. 

21 

22 

23 

Witness Heller, at  the top of page 27, claims that PRB coal could not have been 

delivered a t  the tonnages you assume because of other contract commitments to  

move Massey contract CAPP coal via the water route. Witness Windham (bottom 

of p. 12) limits his imports to CR 4 and CR 5 to 1 MMTpy for the same reason. Also 

Mr. Dean (pp. 21-22) in his SOz calculations relies on Heller’s contractual constraint 

theory. What  is your response? 

Heller (thus Dean) and Windham both ignore the fact that Massey coal was more 

economically delivered to CR 4 and CR 5 via rail. In fact, it was originally purchased for 

rail delivery. Even PFC’s AI Pitcher found Massey coal was more economical by rail. 

He informed PE’s Kyle Crake in a September 14, 2004 email (see Rebuttal Exhibit No. 
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(RS-39)) as follows: “. . . we have shifted the entire Massey Delta [CR 4/51 

contract to rail delivery, because this is the most economical move for this coal. . .” 

What does this email reveal about PEF’s new 2005-2006 affiliate contract awarded 

after the fall 2004 solicitation? 

This email is further evidence of the imprudent award PFC made to its affiliate coal 

companies that I described at p. 49-50 of my direct testimony. Why would PFC buy coal 

from itself to move by the same route to CR 4 and CR 5 that it had just found 

uneconomic for the Massey coal? The answer: To provide another imprudent award to 

an affiliate. 

As a result of the April 2004 water route pricing settlement, didn’t water 

transportation cost drop, and wouldn’t these lower rates have made Massey more 

competitive by water ? 

Massey coal was never competitive by water compared with the rail route. Therefore, 

Mr. Pitcher’s statement in September 2004 is an admission that Massey coal by the water 

route was even more costly to ratepayers (than via the rail route) prior to April 2004. 

What  about Mr. Weintraub’s claim a t  p. 24-25 that  the water route unloading 

capacity at  CR 4 and CR 5 would preclude deliveries of PRB coal by water in the 

tonnages you found economical? 

This is incorrect. The PRJ3 tonnage I assume (1996-2005) to be delivered by water to CR 

is well below the level of demonstrated water route unloading capability at CR. PEF 

represented in 2006 to FDEP that the past barge delivery capability to CR was 2.5 

mmtpy. The maximum annual PRB tons delivered to CR4 and CR5 by water 1996-2005 

in my analysis was 2.280 mmt. 

Do you agree with Staff Witness Windham that imported coal was an  option? 
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A. Yes. Imported coal could displace PRB coal by water to CR4 and CR5 if it becomes less 

expensive. In the past, PRB coal to CR4 and CR5 was less expensive than imported coal; 

however, imported coal was less expensive than CAPP coal and synfuels delivered by the 

water route. See Direct Exhibit No. (RS-19) page 1 of 1. I agree with STAFF 

Witness Windham’s findings to this extent. 

Mr. Heller’s Reliance On Mr. Hatt 

Q. What is your assessment of Mr. Heller’s use of Mr. Hatt’s estimates of the cost to 

modify CR 4 and CR 5 coal yard and boilers to burn PRB coal? 

Mr. Heller relies on Mi-. Hatt’s estimates (see Heller at p. 3 1 lines 14-17, p. 33 lines 8-15 

and JNH-5). He apparently accepted Mr. Hatt’s numbers without any review or check as 

to their quality and consistency with the capability of CR 4 and CR 5. 

How do you know this? 

In response to OPC’s Fifth Set of Interrogatories No. 47, Mr. Heller claims he did not 

assume another pulverizer was required at CR 4 and CR 5 to bum a 50/50 blend of 

PRBiCAPP coal. But he uses Mr. Hatt’s estimates in Exhibit JNH-5 which assume 

another pulverizer is necessary. (See Hatt Exhibit RH-8.) See also Hatt’s handwritten 

notes at PEF-FUEL-007305-16. 

Are you saying Heller’s results rest on Hatt’s “back of the envelope” estimates? 

A. 

Q .  

A. 

Q .  

A. Yes. If Hatt’s estimates are invalid, Heller’s results are invalid. OPC Witness Barsin 

addresses Hatt’s results. 

What  is your opinion of Hatt’s results? 

They ignore the engineering capability designed into the CR 4 and CR 5 boilers, ESPs, 

and pulverizers by B&V and B&W and they ignore the coal yard design and as-built 

capabilities. OPC Witnesses Barsin and Putman address these subjects in detail. 

Q .  

A. 
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Q.  

A. 

Q .  

A. 

When you performed your analysis: (a) What additional cost did you assume would 

be incurred to burn a 50/50 PRB/CAPP blend at CR 4 and CR 5? And (b) On what 

did you rely? 

I assumed a cost to blend at CR 4 and CR 5 of 4 $/MMBtu, or about $1.2 million per year 

(see Direct Exhibit No. __ (RS-27) item (9)), and that CR 4 and 5 were properly 

designed by B&V to  bum a 50/50 PRBiCAPP blend. (See my direct testimony at p. 53 

lines 6- 1 1 and Direct Exhibits No. (RS-2) through Rebuttal Exhibit __ (RS-4).) 

Do you have anything to add after reviewing Mr. Hatt’s and Mr. Wientraub’s 

testimonies and visiting CR on February 22,2007? 

Yes. First, I believe Mr. Hatt and Wientraub ignore the engineering work of Sargent & 

Lundy and PEF engineers which confirm the B&V and B&W design. Both witnesses 

note the studies but dismiss their findings. Mr. Heller completely ignores these studies. 

The increased investment and extra operational measures in the coal yard required to 

bum PRE3 subbituminous coal compared with bituminous coal were well known when 

CR4 and CR5 were designed. These characteristics were even singled out in FPC’s 

February 28, 1980 filing for site certification of CR4 and CR5 (see my Direct Exhibit No. 

(RS-4), p. 11 of 11). The design of CR4 and CR5 incorporated the equipment 

necessary to blend PRB coal at the CR4 and CR5 site (see Florida Power Corporation 

System Design Specification, Volume 11, Crystal River Plant Units 4 and 5 by Black & 

Veatch Consulting Engineers). 

PEF’s own studies of the repairs and upgrades required at CR4 and CR5 to utilize PRB 

coal recognized that the bulk of the expenditures required were to retum CR4 and CR5 to 

its original capability. Items on PEF’s Dan Donochod’s list include “repair Mill inerting 
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system, install new crusher by pass screens, fix chute bottlenecks, fix soot blowers, etc.” 

These repairs and upgrades were estimated to cost $8.0 million in one-time costs (see 

PEF-FUEL-002314) in April 2006 and $5.3 million on January 13, 2006 (PEF-FUEL- 

002199). Annual O&M costs were expected to increase by $420,000 per year for up to 

100% PRB utilization (see PEF-FUEL-0023 19). See the following PEF engineering 

documents: 

March 2006 PEF-FUEL-00 1937- 1948 

April 27,2006 PEF-FUEL-002284-003506 

October 24,2005 PEF-FUEL-002070-002101 

January 13,2006 PEF-FUEL-002237-002306 

PEF did its own engineering (“Vista”) modeling that showed (12/19/05) that for a 20% 

PREVCAPP blend the performance results at CR4 and CR5 would be favorable (PEF- 

FUEL-002 153), as the May 2006 test bum confirmed. 

Did PEF’s work find a PRB blend to be uneconomic as Mr. Heller claims? 

No. PEF’s October 24,2005 estimate of the savings in fuel and SO2 costs of a 20% PRB 

blend were: 

2007 $15.5 million 

0 2008 $13.2 million 

0 2009 $10.8 million 

0 2010 $ 9.4 million 

0 Total $48.9 million (see PEF-FUEL-002047 at Direct Exhibit - RS-12, p. 7 of 

10) 

Of Course, the savings would be greater with a 50% PRB blend. 
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The “pay back” on the estimated $7 million investment required (mostly to repair 

equipment at CR4 and CR5) was described as “payback < 1 yr” (see PEF-FUEL- 

002090). Of course PEF’s investment to return CR4 and CR5 to its original capability is 

not a fuel cost expense and could not be charged to ratepayers. PEF has separately 

asserted its cost to blend synfuels was not billed to ratepayers. 

Were these engineering findings confirmed by your plant visit? 

Yes. The coal yard, as designed and built, was in disrepair. Recently, I accompanied 

other OPC representatives on a site inspection of CR 4 and CR 5 .  I took photographes, 

which fairly depicted what I saw. My photographs, Rebuttal Exhibit No. (RS -4 0) , 

show the equipment to maintain proper dust controls had been cut out, stubbed off, and 

discarded, or was unused. Nonetheless, the basic infrastructure was intact with water for 

dust control and safety available throughout the system, the baghouse infrastructure for 

dust control at the boilers was intact, and inerting ports were visible on the pulverizers. 

What about Mr. Hatt’s “discovery” of un-built conveyors (see Hatt testimony at the 

bottom of p. 28)? 

The un-built conveyors are shown in a PEF 1980 engineering layout as dotted lines. 

Consequently, Mr. Hatt has not discovered un-built conveyors between transfer points 24 

and 27. These “un-built” conveyors are clearly shown on CR 4 and CR 5’s coal yard lay 

out (at Rebuttal Exhibit No. All are prior to CR 4 and CR 5’s 

stackedclaimer No. 2 in the north coal yard. This means the 100% redundancy in the 

B&V design is not affected (see B&V coal yard manual), because the CR 4 and CR 5 

units always have two reclaim methods and belts from stockpiles to the crusher building. 

The only role of the un-built conveyors would be to provide redundancy from the south 

coal yard and unloading points to the CR 4 and CR 5 north coal yard; that is, to handle 

(RS-41)). 
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unloading contingencies, boiler fueling contingencies. These un-built conveyors are 

unnecessary given the capacity of the single conveyors from TP 24 to TP 27 and the 

ability of south coal yard to take rail and barge coal without interruption if these 

conveyors are inoperable. They could fail and be repaired without interrupting coal flows 

to CR 4 and CR 5 or disrupting unloading. 

Did you find anything else that conflicted with Mr. Hatt’s coal yard assessment in 

his testimony in this case? 

Yes. A PEF engineer had contacted Mi-. Hatt on May 3, 2005 at which time Mr. Hatt’s 

assessment of the task of utilizing PRB coal safely was much more benign than it is in 

Hatt’s 2007 testimony (PEF-FUEL-001762 at Rebuttal Exhibit No. (RS-42)). 

What did Mr. Hat t  say in 2005 vs. 2007? 

According to the notes of PEF’s engineer, in 2005 Mr. Hatt said the key to successful 

PRB use was: Ability to clean up each day immaculate housekeeping. 

Having reviewed Mr. Hatt’s testimony, having obtained the Black & Veatch Coal 

Yard Design Specifications, having visited Crystal River, and having seen PEF’s 

responses that admit P E F  blended synfuels and bituminous coal a t  Crystal River, 

would you change anything in your testimony about blending PRB and CAPP coal 

at the Crystal River site? 

These documents and my visit show I was unnecessarily conservative in my overcharges 

estimate when I assumed a 4 $/MMBtu of PRB coal blending cost, which was deducted 

from my estimated overpayments by PEF’s ratepayers. The Crystal River coal yard was 

designed to blend PRB/CAPP coal at a 50/50 blend. The stackedreclaimers, the belt 

scales and drives, and the coal yard control system and the conveyor capabilities were 

installed to blend and supply 330 tph per unit for CR 4 and CR 5. 
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How much would this reassessment change your overcharge estimate? 

It would increase it by $13.2 million without interest. 

Do you agree with Mr. Heller’s use of 8910 BtuAb. “big box” specification at p. 14 

and 15 of his testimony? 

No, and as disclosed by Mr. Heller’s answer to OPC’s Fifth Set of Interrogatories 

Question 46, this appears to be another example of Mr. Heller blindly accepting a 

specification or cost estimate without examining its underlying basis. His specification 

was not based on the B&V and B&W specifications, which apparently Mr. Heller did not 

examine or utilize. Ivfr. Heller touts B&V’s involvement with CQIM (at Heller p. 20 

lines 1-4), but ignores the fact and consequences of B&V’s design of CR 4 and CR 5 .  

Please explain. 

As addressed in detail by Mr. Barsin, B&V’s design of CR 4 and CR 5 renders incorrect 

Mr. Heller’s so-called evaluated or CQIM penalties and purported de-rates resulting from 

the use of PRB coal in a 50/50 blend at CR 4 and CR 5 (See Heller p. 15 line 1, p. 20 

lines 1-4, pp. 35 and 36, and p.  39 lines 18 to p. 40 line 3). The engineering work of PE’s 

engineers using PE’s Vista model, which is an updated CQIM model, and incorporating 

Sargent & Lundy’s October 14, 2005 report on CR 4 and CR 5, which I summarize 

above, conflicts with Mr. Heller’s work which relies instead on Mr. Hatt’s non- 

engineering analysis. 

What is your response to Heller’s use of spot PRB prices for his analysis rather than 

use the PRB bids received by PEF for CR 4 and CR 5 in 2003 and 2004? 

Heller criticizes me (p. 41 lines 8-14), as does PEF’s Davis, for using (for 1996-2002) 

TECO’s delivered PRB costs because TECO purchased PRB coal on a spot basis. Yet, 

when Mr. Heller had PFC’s 2003 and 2004 term contract PRB bids (p. 22 lines 3-1 l), he 
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does not employ them. I explained my choice to use TECO’s PRB prices in my direct 

testimony at p. 40 lines 14-22. My reliance on TECO’s transactions “came down to the 

availability of good data”. This caused, as I noted in my testimony, my estimates of 

overpayments by PEF’s ratepayers to be less than had I used the less costly Mobile route 

for PRB transportation. 

Were PRB FOB mine contract prices, during the period 1996-2003, materially 

above the spot prices TECO apparently employed? 

Contract PRB prices FOB mine were approximately 25 cents/ton or about 5% (e.g. 

$4.75/ton vs. $4.50/ton) FOB mine above spot prices for 8800 Btu/lb coal. This on a 

#/MMBtu basis is 1.42 #/MMBtu. This adjustment to TECO’s prices would not have a 

significant effect on my results. In any event, it is only 35% of the 4.0 #/MMBtu 

blending cost I included, but, now after receipt of the information described above on the 

coal yard, realize was unnecessary. Nor did I add to the overcharges the additional 

savings available had the PRl3 coal moved via Mobile. In other words, the net effect of 

any adjustment in these two items - including the difference between TECO’s spot and 

contract prices - would be to increase OPC’s $143 million estimate of ratepayer 

overpayments by about $25 million for the 1996 to 2005 period. 

Please summarize the PRB bids PEF received in 2003 and 2004 that Mr. Heller 

refuses to employ in his analysis. 

PEF received firm economical bids for PRB coal and transportation in 2003 and in 2004 

from the major PRB producers. In 2004 PEF had bids for PRB rail transportation only, 

allowing it to couple FOB mine bids with a low cost transportation bid including rail cars. 

(See 5/20/04 CR4 and CR5 evaluation sheet and supporting PRB bid documents from (at 

PEF-FUEL-000357-000473) Arch Coal Sales, DTE Energy, Peabody Coalsales, Triton 
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Coal Company, and Kennecott. See also UP and BNSF letters. Simultaneous bids from 

South American and CAPP bidders reflected much higher prices. The bids received in 

2004 for 2005-2007 were for fixed prices for three years and offered 2 mmt in 2005, 2.2 

mmt in 2006, and 2.2 mmt in 2007. The quantities bid by the four major PRl3 producers 

are shown at Rebuttal Exhibit No. __ (RS -43). 

Therefore, acting on 2004’s bids would have secured PRB coal supplies for CR4 and 

CR5 through 2007. Mr. Heller ignores both 2003 and 2004 PRB bids, which had they 

been accepted would have saved PEF ratepayers tens of millions of dollars. 

Ratepayer SO2 Overpayments And Mr. Dean’s Testimony 

11 Q. 
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Mr. Dean’s testimony (p. 5 lines 18-19) claims you have overstated the SO2 excess 

ratepayer cost by $2,913,513. His view is that  had PRB coal been blended at  CR 4 

and CR 5, the ratepayer is entitled to only $15,015,204 in relief, not your 

$17,928,717. Do you agree? 

No. 

Why? 

Mr. Dean criticizes my use of EPA AP-42 SO2 emission factors for CAPP coal vs. PRB 

coal and believes I have made calculation errors. 

What  is your response? 

Reliance on AP-42 is a common method. In fact PEF in its response to OPC’s Interroga- 

tory No. 26 said as follows, specifically relying on AP-42: “With subbituminous coal 

about 10% more fuel sulfur in ash is retained in the bottom ash and particulate because of 

the more alkaline nature of the coal ash.” Mr. Dean at pp. 18-19 disagrees with AP-42 
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and its “A” quality of data rating, but offers nothing better. Spurred by his criticism, I 

have a specific improvement to offer in response to his criticism of AP-42. 

What is your improvement? 

I have obtained data on the as burned sulfur content and SO;! emissions at Crystal River 

4/5 and Southem Company’s Miller Units 1-4 which are very similar B&W units. 

Where did you get this data? 

The as burned data is from PEF’s and Alabama Power’s reporting respectively for 

Crystal River 4/5 and Miller 1-4 on DOE/EIA Form 767 and the emissions data from the 

utilities CEMS (Continuous Emission Monitoring) data reported to U.S. EPA. 

What are these results? 

They are shown at Rebuttal Exhibit No. (RS-44). 

How do the percent removals of SO2 shown at Rebuttal Exhibit No. __ (RS-44) for 

the specific B&W boiler type installed at Crystal River compare with the estimates 

in U.S. EPA AP-42? 

These actual results, which are responsive to Mr. Dean’s criticisms of the dated quality of 

the data underlying AP-42, show a greater than 10% greater sulfur removal in ash due to 

PRB coal use compared with CAPP bituminous coal. On average 18.3% of subbitumi- 

nous SO;! is removed in the B&W Miller boilers versus only 6.0% in the similar B&W 

boilers at Crystal River 4/5 buming bituminous coal. 

Have you prepared an exhibit in which you re-calculate the SO2 overpayments using 

this new data and accepting Mr. Dean’s mathematical approach? 

Yes. Rebuttal Exhibit No. (RS-45) shows that my estimate of the SO;! 

overpayments was $989,009 above what it should have been, i.e. the ratepayer 

overpayments for SO2 allowances should have been $16,938,708 not my $17,928,717 or 
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Mr. Dean’s $15,015,717. Seventy-eight percent of this $989,009 reduction in my 

estimate was due to my failure to take the 7.5% PRB Btu reduction in 2005 due to my 

adjustment for the reduced PRB rail deliveries from May-December 2005 experienced by 

many utilities receiving PRB coal. 

Did this error carry over to your calculations of the excess fuel cost estimate you 

made which appears at Direct Exhibit No. (RS-26) and Direct Exhibit No. 

Q. 

(RS-27)? 

A. No. 

Damages Summary 

Q. Do you continue to believe your estimate of the over payments by PEF’s ratepayers 

as estimated by you at Direct Exhibit No. - (RS-26) is conservative i.e. an 

underestimate? 

Yes. As I’ve pointed out, I included what is now an unneeded (and even if applicable, 

unrecoverable) 4 cents per MMBtu for blending at Crystal River. This would increase 

my overcharge estimate by $13.2 million without interest. I did not use PRB 

transportation rates via Mobile, Alabama which would have been less expensive than via 

New Orleans, providing another ratepayer savings of at least another $15 million without 

interest. 

Q. Anything else? 

A. 

A. 

Yes. Given the higher (8,800) Btuilb PRB coal available as opposed to the B&W design 

PRB Btuilb assumption of 8,125 Btu/lb, I could have increased the PRB Btu percent of 

the blend at Crystal River to 41.3% as opposed to 40% and still met design conditions. 

This would have saved ratepayers an additional $4,580,092. 
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Safety of PRB 

Q. Do you have any comment on Mr. Hatt’s testimony regarding the risks of fire and 

explosions at plants using PRB coal? 

As I noted earlier, Mr. Hatt has changed his tune between 2005 and 2007. In his 2005 

telephone conversation with PEF’s engineer he said what I’ve heard for decades about 

the “good housekeeping” care that must be taken in PRB coal yards. I’ve toured the coal 

yards at about a dozen PRB using (some in blends) power plants and many PRB coal 

mines. During these visits, not only have I never been warned that I was in any way at 

risk (more than I was driving to the plant on public roads), I have never felt a significant 

risk. 

Do explosions occur at coal boilers? 

Yes. In the last 10 years one occurred at a unit of KCP&L’s Hawthome Unit 5 and 

another at Power House #1 at Ford Motor Company’s River Rouge plant. Boiler 

explosions can be extremely dangerous. Neither explosion was attributed to 

subbituminous coal. Explosions are rarely a risk in the coal yard prior to the enclosed 

areas of the crusher building or the boiler area itself. Fires can and do occur in coal 

yards, and in fact, above ground at coal mines, including bituminous coal mines. 

What is your response to the consideration given to these matters by PEF’s nuclear 

safety expert Mr. Fetter and PEF’s CR 3 plant manager Mr. Franke? 

Their concerns are invalid and misplaced. The movement of PRB coal from the barge 

and rail unloader would not be a serious risk for the reasons I outlined above. If there is 

any concem it would be due to bituminous coal within the boilers at CR 1 and CR 2, 

which are located alongside the nuclear unit at CR 3. Neither witness even mentions this 

risk. If this more serious risk of a coal explosion does not merit PEF’s or the NRC’s 

A. 

Q. 

A. 

Q .  

A. 
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concerns, the movement of PRB coal through the coal yard to the boiler and crusher 

house enclosures at the far-to-the-north CR 4 and CR 5 units should be of no concern. 
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After reviewing the testimonies of Davis, Pitcher, and Weintraub, do you still 

believe synfuels were important to your view that PFC failed to  procure PRB coal 

for CR 4 and CR 5? 

Yes. While in the 1990’s PFC had ample affiliate incentives to ignore the benefits to 

ratepayers of PRB use in a blend at CR 4 and 5, even PFC coal buyer Edwards on 

February 9, 1998 predicted (“my guess”) that by 2000 PRB “in all likelihood” would be 

the water route coal for CR 4 and CR 5 (see Exhibit DMD-9 p. 11 of 84). In my view the 

PE decision in 1999 to capitalize on synfuels tax credits put PRB coal on the back burner 

as a PEF/PFC priority. The value of synfuels tax credits per ton was about $24 in 2000 

and this was on top of the roughly $7.OO/ton price PFC’s affiliates were making on CAPP 

coal via the water route. It was a “perfect arrangement” for shareholders. Unfortunately 

it cost ratepayers millions. 

But Weintraub (p. 25 line 15 to p. 27 line 6), Davis (p. 46 line 23 to p. 51 line 51), and  

Pitcher (p. 25 line 4 to p. 28 line 4) all deny synfuels played any role in PFC’s failure 

to buy PRB coal. How do you respond? First address PEF’s claims that synfuels 

saved PEP approximately $2/ton. 

As I testified in my direct testimony, because PRB coal was much less expensive than 

“synfuels” at CR4 and CR5 for 2000-2005 (see Direct Exhibit No. (RS-19), p. 1 of 

l), substituting synfuels for PRB coal was very costly to ratepayers. There was no $2 per 

ton “savings” vs. PRB coal. Regarding even synfuels vs. bituminous coals, that 
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statement is wrong. Imported coals were less expensive than synfuels. PFC-bid synfuels 

were 2,091 miles away from CR; therefore, they carried high transportation costs. The 

use of synfuels entailed undisclosed blending costs and operational problems. (See, for 

example, DMD-9, pages 28 and 65. Note that the synfuels blend was “50/50”.) Also, 

because of the applicable emission limit at CR4 and CR5 while blending synfuels, PFC 

had to use more expensive lower sulfur bituminous coal as a synfuel feed stock. 

What about PFC as a bituminous coal buyer for PEF? Did that role conflict with 

PFC’s synfuels interest? 

Yes, because PEF synhel  affiliates, like Black Hawk, as buyers of bituminous coals for 

synfuels plants were competing with PEF “regulated” fuel buyers, PEF was not only 

imprudent, it had a conflict of interest, allowing it to potentially intercept bituminous coal 

bids to PEF, and flip them to its synfuels plants. In its 2nd Quarter 2006 SEC Form 10-Q 

PE reports at page 71 its Coal Terminals and Marketing subsidiary received a $103 

million payment from a coal supplier for a coal contract that was scheduled lo run 

through 2007. This was the same term as the July 2003 bid from Pantherhfinity that 

Mr. Pitcher failed to secure for PE’s customers following the July 2003 solicitation. 

Did PFC have reserves and coal production near its synfuels plants? 

No. PFC’s affiliates controlled no reserves or “owned” coal production near PE’s 

Kanawha River synfuels plants. PFC needed to buy coal for its synfuel plants to earn tax 

credits and related profits, posing a direct conflict with PFC’s interest as a buyer of coal 

on behalf of PEF. 

Were PE’s witnesses in this case involved in these activities? 

Yes. PEF witnesses Pitcher, Davis and Weintraub were in “revolving door” arrange- 

ments on behalf of PFC and Black Hawk as entities buying coal for synfuel plants (not 
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majority owned by PE affiliates), buying coal on behalf of PFC for PEF, and selling 

synfuels to PEF and others. 

Please explain their involvements. 

At Rebuttal Exhibit No. - (RS-46) is a “Proposed Agenda” for a March 14, 2005 

synfuels meeting involving among others PEF’s Sasha Weintraub and Donna Davis, 

representing Black Hawk SynFuel LLC. Mr. Weintraub is PFC’s witness on 2005 and 

2006 coal procurement for PEF (see for example p. 2 lines 15-17 and p. 5 lines 21-23). 

He states on p. 6 lines 23-24 that in mid-to-late 2005 he “assumed responsibilities for 

coal procurement for Crystal River coal plants.” 

PEF Witness Davis attended the same meeting. What was her PFC role? 

Ms. Davis at pp 3 lines 22-24 and p. 4 lines 1-3 testifies she had through 2005 accounting 

responsibilities for both the “regulated business” and ‘‘fuels costs” and from 2004 “for the 

accounting of PFC’s non-regulated coal activities”. Having left PEF sometime in 2005, 

Ms. Davis became on December I, 2005 a contract employee to PE, still involved in 

synfuel accounting. 

And Mr. Pitcher. What was his PFC role? 

PEF files show (see Rebuttal Exhibit No. __ (RS-47)), Mr. Pitcher, as of June 12, 

2001, was a VP for Sales for Black Hawk Synfuel LLC, located in St. Petersburg Florida, 

bidding coal to Mr. Edwards, VP of EFC at the same location. According to Mr. 

Pitcher’s testimony (p. 2 lines 5-9): “In September 2002, following the change of EFC’s 

name to PFC, I assumed the position of Vice President of Coal Procurement.” It appears 

that within a short period Mr. Pitcher went from selling synfuels as a Black Hawk 

employee to buying synfuels on behalf of PEF. 
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Does the March 2005 “Agenda” a t  Rebuttal Exhibit No. - (RS-46) show New 

River Synfuel LLC was buying coal from entities that bid coal to PFC in response to 

PFC solicitations for PEF? 

Yes. Infinity Coal Sales, was supplying Black Hawk Synfuel or New River Synfuel with 

bituminous coal feedstock. Infinity was the bidder in July 2003 to PFC for PEF’s July 

2003 coal solicitation about which I testified (pp 32-33) on direct. 

Do these Agenda notes confirm Mr. Pitcher’s claim (p. 27 lines 15-17) that  

bituminous coal bidders would get more selling to PEF rather than to a synfuel 

plant as a feedstock? 

No. The notes show that when Infinity supplied coal to New RiveriBlack Hawk it 

received a $4/ton “spread” above the synfuels sales price. This means if the testimony of 

PEF’s witnesses about a $2/ton differential between synfuels and bituminous coal sales 

prices is correct, that Infinity made $2/ton more selling coal to Black Hawk Synfuels/ 

New River Synfuels than to PFC for PEF. 

Does other evidence refute the assertion by PEF’s Davis, Weintraub and Pitcher 

that synfuels were less expensive than bituminous coal? 

Yes. The responses to PEF’s July 2003 solicitation demonstrated that an unaffiliated 

non-synfuel (Le., bituminous) bid from Infinity Coal Sales could not be matched by 

PEF’s Black Hawk synfuel affiliate, despite PFC improperly giving Black Hawk the 

opportunity to match the bituminous coal bid. (Sansom testimony at p. 32, lines 1-13 and 

p. 3 1, lines 9-20. See also PEF-FUEL-004747-004763.) 

Mr. Pitcher goes to some length (pp 25-27) to deny any imprudence. What is your  

response? 
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He claims he was not imprudent to offer Black Hawk Synfuels the right to match 

Infinity’s bituminous coal offer to PEF. I disagree. Black Hawk had no coal to offer in 

response to the solicitation. Fundamentally, you do not “short list” and give the 

opportunity to match the low bid to coal companies that have no coal to offer. 

How do you regard Witness Davis’ testimony (pp 49-50) that “tax credits” from 

synfuel sales to PEF were “minimal” compared to other synfuel sales, and therefore 

could not have affected PFC’s activities buying coal for PEF. 

Synfuels profits to PE came from various synfuels activities, not just direct tax credits. A 

PE press release of June 16, 2004 on the sale in two transactions of 49.8% of its interest 

in Colona SynFuel Limited Partnershp LLLP stated: “These transactions will add 

incremental pre-tax income of $15 to $20 million per year.” This statement shows 

PEIPFC’s income could be increased with reduced ownership of synfuels machines. 

PE’s 100% owned affiliates Black Hawk Synfuel, 10% affiliate New River Synfuel, and 

100% owned Kanawha River terminals were all in the supply chain to provide 

bituminous coal to synfuel machines and ultimately synfuels to PEF. According to an 

October 15, 2004 PEC filing at FERC: “Black Hawk holds ownership in, and provides 

operational, supply and marketing services to New River Synfuel, LLC. Black Hawk 

owns 10 percent of New River Synfuel.” Why were so many PE employees at the March 

2005 meeting (see Rebuttal Exhibit No. __ (RS-46)) if PE had so little at stake? 

Is there other evidence of the importance of synfuels to PFCPEF? 

Yes. The asset value of PE’s docks used in moving coal to CR4 and CR5 via IMT was 

dependent on synfuel flows. This was proven in 2006 when a sharp rise in oil prices 

caused PE to reduce the value of its assets. (See PE’s 2nd Qtr 2006 SEC Form 10-Q 

report pp. 69-71 and PE’s May 22, 2006 press release.) While neither the profits of nor 
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the relationships among these PE synfuel entities have been disclosed, if the synfuel had 

not been sold to PEF from 2000-2004, the profits of these affiliates and the asset value of 

PE’s docks would have been adversely affected. 

Why did PFC-shipped synfuels to PEF decline in 2004 and 2005 as described by 

Witness Weintraub at the bottom on p. 26? 

The decline in synfuels shipments to IMT in 2004 and 2005 can be attributed, in part, to: 

(1) the April 2004 water route transportation settlement, which removed a large profit 

stream to PFC from its shipments to PEF via IMT, and (2) better economic access to 

synfuels markets closer to the Kanawha River area. 

Did PFC’s synfuels selling entities quit marketing to PEF in 2004? 

No. As late as August 2004 PFC’s Marketing & Trading provided an “indication of 

product availability for 2005 and 2006” (provided in response to Citizen’s Sixth POD and 

shown herewith as Rebuttal Exhibit No. (RS-48)) and expected to ship a “synfuel 

product”. This “indication” was not a qualified bid and should have been rejected; 

instead it led to a 2 year, 480,000 tons per year bituminous coal contract at a high price 

from an undisclosed coal source which was not a PFC producing company. 

Ms. Davis at the bottom of p. 50 describes a “twist arrangement” which she 

contends benefited ratepayers. Do you agree? 

No. I reiterate that the assertions of Davis, Pitcher, and Weintraub that the ratepayer 

benefited from PFC synfuels shipped via New Orleans conflicts with the fact that PRB 

(and imported) coal via Mobile would have been the appropriate and more economical 

arrangement had PFC procured coal prudently. I have provided an analysis which, with 

interest, shows that PEF’s ratepayers have paid at least $143 million for this imprudency. 
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1 Q .  Does this complete your rebuttal testimony? 

2 A. Yes. 
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Affiliate Profits 

lcomoanv 
Diamond May Coal Co. 
Kenova Coal Terminals 

MEMCO 
International Marine Terminal 
Dixie Fuels Ltd. 
Add'l Profits to PFC 
Above Profits Directly to - 
Affiliates 

Abbrev. 
DMCC 
KCT 

MEMCO 
IMT 
DFL 

PEF/PFC/ 
Affiliates Activity 

PFC Coal Company 
Coal on Docks Upper Ohio & 
Kanawha Rivers 
River Barge Company 
New Orleans Coal Terminal 
Gulf Barges 

Total $/Ton Affiliate Profits 

$0.50 

$2.70 
$0.10 
$1.52 

-+ $2.22 

$7.041 
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Back Calculated FOB Mine Prices From Exhibit DMD-13, p. 1 

Back calculated FOB mine prices implicit from Mr. Edward’s analysis at Exhibit DMD-13, p. 1: 

CAPP PRB 
Dlvd $/MMBtu 1.822 1.822 
Dlvd $/ton 45.55 32.07 
Transp $/ton 
FOB Mine $/ton 28.75 5 .OO 

-16.75 -27.06 (1 1.06 waterbome “proxy’’ plus $1 6.00 rail) 
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PRB Rail to River lncl Cars 
& Transload ($/ton) 

Rail Miles 
Cora to IMT Rate ($/ton) 
IMT Rate 

Total 

DavislHeller vs. Market Rates 

(1) (2) (3) 
Heller 

Davis Assumed Market 
DMD-4 Rates Rates 
Rates via Cora via Cook 

14.00 13.58 13.16 

1,124 miles 1,124 miles 1,240 miles 
5.57 6.91 3.60(') 

24.99 25.91 18.26 to 18.56 

5.42 5.42 1.50-1.80 

Basis For 
Column (3) 

Market Rates 

Arms length TECO to 
Cook lncl Transload. 

FPSC Decision 
PEF 2005 Evaluation 

(1) The FPSC determined that the market rate from Cook to IMT was $3.60/ton in 2001. Heller's analysis 
shows a barge rate from Cora of $6.91/ton in 1997. This increases by 2001 from $6.91 to $7.97 or 
15%. I have not adjusted the FPSC's 2001 Cook to IMT rate downward to deflate it to 1997. 
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Transportation Miles 

Haul Distances (Miles) 
Rail to Water to IMT To CR Total 

CAE'P to CR via IMT (a) 130 (Huntington) 1,530 43 1 2,091 
Massey Coal (b) 50 (Kanawha) 1,610 43 1 2,09 1 
PRB to McDuffie, Alabama 1,692 (Gulf) NIA 350 2,042 
PRB to Cook via IMT to CR 4/5 1,281 (Cook) 92 8 43 1 2,640 
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WBITIILLB 
ILLB 
ILLB 
NIA 
CAPP 
CAPPIILLB 
CAPP 
NIA 
NIA 
WBlT 
ILLB 
NIA 
NIA 
CAPPIILLB 
ILLB 
NIA 
NIA 
NIA 
IIVBITIILLB 
ILLB 

41 Plants East Of The Mississippi River Using PRB Coal In 1996 

Michigan City, MI 
Miller, AL 
Mitchell, MI 
Monroe, MI 
Oak Creek, WI 
Pleasant Prarie, WI 
Powerton, IL 
River Rouge, MI 
Rockport, IN 
Schahfer 14-15, IN 
Scherer, GA 
Shawnee, Ky 
St. Clair, MI 
State Line, IN 
Tanners Ck 4, IN 
Trenton Channel, MI 
Watson, MS 
Waukegan, IL 
Weadock, MI 
Weston, WI 
Will County, IL 

Plant 
Allen, TN 
Alma, WI 
Bailly, IN 
Belle River, MI 
Campbell, MI 
Clifty Creek, IN 
Cobb, MI 
Columbia, WI 
Crawford, IL 
Daniel, MS 
Dewey, WI 
Edgewater, WI 
Fisk, IL 
Gannon, FL 
Genoa, WI 
J.P. Pulliam, WI 
Joliet, IL 
Joppa, IL 
Kincaid, IL 
Lansing, MI 

PRB 
UNK 
85% 
46% 
100% 
69% 
61 % 
72% 
100% 
100% 
81 % 
95% 
100% 
100% 

20-33% 
51 % 
100% 
100% 
100% 
4% 
93% 

I I 

Other IPiant PRB lother 
60% 
72% 
79% 
68% 
48% 
100% 
100% 
48% 
100% 
84 % 
65% 
UNK 
89% 
100% 
2% 

40% 

100% 

100% 
100% 

5 yo 

57% 

ILLB 
SAPP 
WBlT 
CAPP 
W BITIILLB 
NIA 
ILLB 
CAPP 
NIA 
WBlT 
CAPP 
UKN 
NAPP 
NIA 
UNK 
CAPP 
ILLB 
NIA 
CAPP 
NIA 
NIA 

8 



TECO Data on PRB Prices 
(Cen tslMM Btu) 

ECT 
Ibs. 
so2 
3.27 
3.60 
3.58 
3.52 
3.83 
3.93 
3.69 

PRB 
ECT Ibs. 
PRB so2 
142 0.48 
141 0.48 
135 0.92 
125 0.43 
122 0.50 
143 0.54 
135 0.58 

Year 

1996 
1997 
1998 
1999 
2000 
2001 
2002 

ECT 
spot 

132.7 
132.1 
132.6 
127.2 
125.1 
143.2 
149.0 

ECT 
Contract 

169.4 
158.7 
152.9 
150.0 
152.4 
165.7 
159.2 

ECT 
Total 

148.3 
147.3 
145.5 
142.0 
144.4 
154.4 
155.4 
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Sansom Photographs February 22, 2007 Visit To Crystal River 

(Provided separately.) 
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Progress Energy’s Notes Regarding Conversation - Rod Hatt - Coal Combustion, Inc. 
(5/3/05 telecon) 
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Company 2005 2006 

Arch 500,000 500,000 
Peabody 300,000 300,000 
Triton 1,000,000 1,000,000 

PRB Tons Bid In 2004 For 2005-2007 

2007 
500,000 
300,000 

1,000,000 
Ken necot t 

Total 
200,000 400,000 400,000 

2,000,000 2,200,000 2,200,000 
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Ibs S02/MMBtu Water Bit. 
% Removed Bit C 
Bit C SO2 IbslMMBtu 
PRB Ibs/MMBtu SO2 
Removed YO From PRB 
PRB SO2 Ibs/MMBtu 
Difference in IbslMMBtu 
MMBtu PRB Coal 
A Ibs SO2 
A Tons SO2 
$/Ton SO2 
New Overpayments $ 
Old Overpayments $ 
Difference $ 

2000 

1.12 
6.0 

1.0528 
0.6 
18.3 

0.4902 
0.5626 

36,617,231 
20,600,854 

10,300 
141 

1,452,360 
1,497,278 
(44,918) 

2001 

1.11 
6.0 

1.0656 
0.6 
18.3 

0.4902 
0.5754 

35,795,905 
20,596,964 

10,298 
186 

1,915,518 
1,897,541 
17.977 

2002 

1.12 
6.0 

1.0528 
0.6 
18.3 

0 4902 
0.5626 

31,753,000 
17,864,238 

8.932 
152 

1,357,682 
1,410,049 
(52,367) 

2003 

1.03 
6.0 

0.9682 
0.6 
18.3 

0.4902 
0.478 

32,780,835 
15,669,239 

7,835 
176 

1,378,893 
1,413,510 
(34,617) 

2004 

1.04 
6.0 

0.9776 
0.6 
18 3 

0.4902 
0.4874 

37,980,082 
18,511,492 
9,255,746 

442 
4,091,040 
4,106,799 
(1 05,759) 

2005 

1.02 
6.0 

0.9588 
0.6 
18.3 

0.4902 
0.4686 

31,771,004 
14,887,892 

7,444 
906 

6,744,215 
7,5 1 3,540 
(769.325) 

Net Changes $989,009 (78% due to 2005 PRB Btu error) 

P 
1. 
v) 
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cn 
0 
N 

0 < m 
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nl 
Y 
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I Proposed Agenda Synfuels Meeting 

PROPOSED hGENI)A 
New River Synfilel LLC 

Quincy Dock -- March 14, 2005 @. 9:OO am 

Exhibit NO. - (Rs-46) 
Page 1 of 2 
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II Indication of Product Availabilih. 
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Indication of Product Availability 
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I 

M Y ,  PikhCl*, 
I 

. ,  

i:r oi!r conversations of Ins: week, Progress Fuels Coyoration -- Xlarkc!ing & Tradinp, 
' I C  M&'l) js plcased to  submit tli: following indication of product availability for tho  

i,tlii~,it ' lc 'ri~tiOll of Progress Fuel3 Corporation - Regulated (PFC--R), I u.ould npl:rwir 
t t i i :  i ihli ly 11.1 follow-up with you aftcr you have had tlic chaiicc to evaluate thc numbc 

First Indication 

1/1/05 - 12/31/06 
15,000 tous/inonth (wbject t o  prior sa!c or comiriiiment)* 
r h s _ ~ d  0u-A~ Rc,c.&ed - Monthly Wci&txi-AvgrGgg 
131 u -- 12,008 Min. 

SO2 UlMMRTlJ - 
$SS.'IS/NT for Coal FOR Barge 
Orj,o,iniLling on &he Big Sandy River 

ASFL - 13.50% MU. 
2.00# hhx .  - -  1.8!5 'Typical 

Second Indication 

' I  



1 nn IYU I U ”  ’‘’7’’u’ r.  ccl ._ _ _ _  - -  “ I  ..‘. - . L A  
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Indication of Product Availability 
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I As 8 goncral Caveat, these indications are submitted subject to the party’s negotiatiorl of‘ 
niu!unlly iiccqt~iblc terms and conditions, including but not limited io the inclusion of 
r l  t i : iI i ty adjri.c;bnetit provisions md subsequent findizaiiorr of %&TCt?Ilif3lts. 

I 
1 imp?  X’fiGR firids t!iese indications of interest. Wit!l the dpanics o f  today’s 
mlu*kotpIaLve wt: cmnnt hoId these indications open more than a short pen,rl Gf tjme, We 
c t t e  iilw nlovii le forward with other’s interested in thcsc typ‘es of product, 

, I  
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