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Pensacala, Florida 32520~0781 
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Ms. Ann Cole, Commission Clerk 
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Dear Ms. Cole: 

RE: Docket No. 100001-El 

Enclosed is Gulf Power Company's Request for Extended Confidential 
Classification pertaining to information submitted in response to Staff's First 
Interrogatories (specifically Nos. 1 and 2) and Staffs First Request for Production 
of Documents (specifically No. 2) in Docket No. 080001-El. 

Sincerely, 
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BEFORE THE PUBLIC SERVICE COMMISSION 

IN RE: Fuel and purchased power cost 
recovery clause and generating performance 
incentive factor Date filed: 

Docket No.: 100001 -E1 
December 17.2010 

REOUEST FOR EXTENDED CONFIDENTIAL CLASSIFICATION 

GULF POWER COMPANY [“Gulf Power”, “Gulf”, or the “Company”], by and through 

its undersigned attorney and pursuant to Rule 25-22.006, Florida Administrative Code, hereby 

files its request that the Florida Public Service Commission (the “Commission”) enter an order 

granting extended confidential classification for certain documents and information submitted in 

response to Staffs First Interrogatories and First Request for Production of Documents in 

Docket No. 080001-EI. As grounds for this request, the Company states: 

1. On March 20, 2008, Gulf filed separate requests for confidential classification of 

information produced in response to question numbers 2 and 4 of Staffs First Request for 

Production of Documents (Document No. 02078-08) and question numbers 1, 2, 5 and 6 of 

Staffs First Interrogatories (Document No. 02076-08). 

2. On June 19,2009, the Commission entered a consolidated order granting each of 

the above-referenced confidentiality requests. See, Order No. PSC-09-0435-CFO-E1 

3.  As provided in section 366.093(4), Florida Statutes, and by the Commission’s 

Order, the confidential information will be made public after a period of 18 months unless Gulf 

or another affected party shows, and the Commission finds, that the confidential information is 

entitled to continued confidential treatment. The 18-month extension period expires on 

December 19.201 0. 



4. Gulf hereby requests that the Commission enter an order extending the 

confidential classification of certain portions of the confidential information for an additional 18- 

month period. 

Document No. 02078-08 

5. Document No. 02078-08 addresses Gulfs responses to question numbers 2 and 4 

of Staffs First Request for Production of Documents. Gulfs response to question number 2 

contains pricing and bid evaluation information relating to a coal supply agreement which is still 

active. Consequently, this information remains confidential for the reasons articulated and 

Gulfs previous request and Order No. PSC-09-0435-CFO-EI. Specifically, the information 

constitutes proprietary confidential business information regarding contractual matters which 

could cause irreparable harm to Gulf Power, the entities with whom it has entered into contracts 

and most importantly to Gulfs customers if such information were disclosed to the general 

public. The information is entitled to confidential classification pursuant to §366.093(3) (d) and 

(e), Florida Statutes. Gulfs response to question number 4, contains a summarized evaluation of 

2007 natural gas RFP results. This information is no longer considered confidential by Gulf or 

the bidders and is therefore not the subject of the instant request. 

Document No. 02076-08 

6. Document No. 02076-08 addresses Gulfs responses to question numbers 1, 2, 5 

and 6 of Staffs First Interrogatories. Gulfs responses to question numbers 1 and 2 contain 

pricing and bid evaluation information relating to a coal supply agreement which is still active. 

Consequently, this information remains confidential for the reasons articulated and Gulfs 

previous request and Order No. PSC-09-0435-CFO-EI. Specifically, the information constitutes 

proprietary confidential business information regarding contractual matters which could cause 



irreparable harm to Gulf Power, the entities with whom it has entered into contracts and most 

importantly to Gulf's customers if such information were disclosed to the general public. The 

information is entitled to confidential classification pursuant to §366.093(3) (d) and (e), Florida 

Statutes. Gulfs responses to question numbers 5 and 6 ,  contain pricing and bid evaluation of 

2007 natural gas RFP results. This information is no longer considered confidential by Gulf or 

the bidders and is therefore not the subject of the instant request. 

7. The information filed pursuant to this Request is intended to be, and is treated as, 

confidential by Gulf Power and, to this attorney's knowledge, has not been otherwise publicly 

disclosed. 

8. Submitted as Exhibit "A" are copies of the subject documents, on which are 

highlighted the information for which extended confidential classification is requested. Exhibit 

"A" should be treated as confidential pending a ruling on this request. Attached as Exhibit "B" 

are two (2) edited copies of the subject documents, which may be made available for public 

review and inspection. Attached as Exhibit "C" to this request is a line-by-line/fieId-by-field 

justification for the request for confidential classification. 

WHEREFORE, Gulf Power Company respectfully requests that the Commission enter 

an order protecting the information highlighted on Exhibit "A" from public disclosure for an 

additional period of eighteen (18) months. 



Respectfully submitted this 17" day of December, 2010. 

~~ 

Florida Bar No. 325953 
RUSSELL A. BADDERS 
Florida Bar No. 007455 
STEVEN R. GRIFFIN 
Florida Bar No. 627569 
Beggs & Lane 
P.O. Box 12950 
Pensacola, FL 32591 
(850) 432-2451 
Attorneys for Gulf Power 



BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

IN RE: Fuel and purchased power cost 

incentive factor Date: December 17,2010 
recovery clause and generating performance Docket No.: 1 0000 1 -E1 

1 

REOUEST FOR CONFIDENTIAL CLASSIFICATION 

EXHIBIT "A" 

Provided to the Commission Clerk 

under separate cover as confidential information. 



EXHIBIT "B" 



Staffs First Request for Production 
of Documents 
Docket No. 080001-El 
GULF POWER COMPANY 
February 29,2008 
Item No. 2 
Page 1 of 1 

2. If GULF has prepared any summarized evaluations of 2007 coal RFP results, please 
provide a copy. 

ANSWER: 

See documents bearing Bates Stamps Nos. 10-1 1 and 13. 

_ -  009 
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DATE: January 18.2006 

R E  MlSSlSSIPPl POWER COMPANY 
LONGTERM COAL SOLICITATION 2008-2011 

FROM. SCMt Clwre 

m David Mauffray 

This lettcr is writtm to document the long-term mal purchases that were made on behalf of Misissippi Power 
company's Plants Daniel and Warcon. Tbis solicitation was made to support the projected 2008 through 201 I 
coal bum and inventory requiremsnts at lhers plants. In addition, thtw purchase8 wcrc made in order to suppon 
Mississippi Power Company's Long-Tenn Cod Procurement Slrategy and Tactical Plan. 

A bid invitltion was mailed on April 25. 2007. soliciting bids h m  all approved suppliers listed on the 
M i s s i w i  Power Company Bid Lis~ 'Ihc solicitation requested bidr for the purchase of coal for a term of four 
(4) years beginning January I .  2006 and ending on Dccember 31.201 1. The initial bid close date w88 May 16. 
2007. An email was sent to all supplien on May 6. 2007 informing that due to extenuating c i r c u m s ~  the 
bid deadline would be extended to Junc 11.2007. In response to this soliiiwtion, Ihirty-two (32) offers wm 
received from nineteen (19) different coal suppliers including six (6) offers fmm four (4) different coal 
suppliers from the Powder River Basin. The off- selection consisted of one. two. t h  and four year e m  
Offers wen received from the Nonhem Appalachian, Centnl Appalachian. Southem Appalachian. Ulinois 
Basin, Colorado, PRB. Vweruelan and Colombian coal supply regions. 

A review of Daniel and Watson's inventory plans and bum projections for the 2008 through 201 I timeframe 
indicatcd the need of approximately 1.9 million tons of coal for year 2008.4.6 million tons in XfN.5.5 million 
tons in 2010 and approximately 5.4 million tons in 201 1.  As mentioned above. the goal is to purchase volumes 
lhat will conform to the contracting philosophy containcd in the MPC Long-Term Coal Rocurement Srratcgy 
and Tactical Plan. 

The thirty-two proposals that werc meived wcre evaluated to Daniel and Watson on a fully delivered pnscnt 
value basis, including thc value of sulfur, and when applicable. macury and NO,. In support of the evaluation 
process. trmpomlon rates and leare and d n k M n c e  C o s t s  Wae provided by Alan Millcr. Tranrponation 
Agent and S@. NO., and mercury allowance values were provided by Ashley Robinen. Manager of Emiaiom 
Trading. 

An evaluation to derive adelivered least cost line-up. on a net present valuc basis. was p e r f o n d  using the two. 
three and four-year term offen, their applicable transportation rates and emission allowance vduw. This 
evaluation raulled in a a h a t  l i t  of the most comptitive offen to both plants. Included in the shortlist of 
suppliw werc import supplien whose bids had expired. The impon supplun notified ms t h a  due LO an 
incrcnsc cost in ocean freight. their bid wwld nced to be refined to reflect then cumnt ocean freight prices. kr 
a result both import and domestic suppliers who made the competitive tier WM asked to revisit their offer an4 
confm their pricing. All competitive rupplicrs were contacted via email and asked to submit their modified 
offer by July Z0.2007. While most offen remained fm. OM import offer i m d  substantidly as a m l t  of 
the increare cost in ocean freighL The evaluation of all offen ncsived indicated the need to purehsse mm coal 
from Cad Sales LLC. lnterofenn Coal Sales. LDC. and Oxbow Mining, LLC. The following doeurnendon 
was based on the evaluation of these modified offers: 

ylmt D.n% 
B d  on the delivered economics of all offcrs. PRB coal was the m a  economical coal into Plant Daniel. Cod 

m their North Antelope Rochelle Mine was h e  most competitive PRB offv with a s m i n g  price 
I 2- including sulfur. I n  order to realizc the maximum economic benefits of PRB coal in 2006 a d  

2 . M elected to divert 8 portion of previously contracted Plant Daniel coal to Plant Wataon to c m t e  a 
larger nced for PRB coal. Coal Sales offered l.3M tons for 2008 through 2012. When the rai- were 
contacted about this long-term PRB opportunity. the Canadian National (CN) railroad communicated that t h y  

Page I 

- @ n i n  
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SOUlHERN A 
COMPlUlY 
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would not commit to a mm longer than two yam. Thcrefm. a two year deal with Coal Salea was entered into 
for IM ns per yea for 2008 and 2009. 

Oxbow's offer from thcir Elk Creak mine in Somerset. CO wns the most competitive bituminous offer. The 
Union Pacifx (Vp) railrod was contacted and expressed inturst in mainuining bu'nerr to the  cas^ ?Bey 
therefore offered Io revise the existing rail conunct with MPC to add kan and dccrease Ihe pucenmge increase 
in the base price (initial 7% increase from 2Mn u) ux)8, revised 3% ioerwae). With the updaced rail rater. 

\ Oxbow's offer delivered at a s u n g  prim o w  including sulfur. As with the PRB coal, the CN 
wns unwilling to commit Io tcnn longer than two yc~. Based on current commitments to Daniel coupled with 
the desire for volume flexibility. it waa dsidcd that small tonnage should be contracted in 2008. Therefore, a 
two year dcal w i h  Oxbow wns cnrncd into for 300,000 tons in 2008 and I .2M tons in 2009. 

I e n d  inlo contract negotiations with Coal Sales and Oxbow and contracts were cntercd into by both paruur 
b d  on mutually aecepmbk tmns and conditions. 

Due Io the CN's nluctlna to enter into long lcrm contracts as discussed. coupled w i h  the small Eommitlcd 
tonnage in the out yean. which did not conform to the long-term coal procurement strategy. i t  wi18 decumined 
that Daniel nccded to inverrigate committing to tonnage in 2010 and m11. The next lesat c a t  offer wm from 
Interofean'r Mina F'ribbenow mine in Colombia. South America which had a s w i n g  delivered price of 

8 B 

including sulfur. 

I .  

A f m  review and col~umncc of the above information with you. contmcts and new purchase orders were 
cxcculcd covering these purchases. These conIracts and purchase d e s  werc verified and entered into FAACS. 
Documnution for lhese purchases con be found in the SCS Fuels file morn locakd in the APC Colporan 
Hdquanen. 

Sincerely, 

Scott D. Clousc 
Coal Procurement Agent 

cc 
S.B Comcnsky 
D.J. R o w  
J.R. G d b  
S. I. Clayton 
H.r. swindle 

Page 2 1/18/08 



DANIEL BIDDERS 2007 LINEUP 
Plant Daniel4 war Umuu w/PRE not sortad 

2 m  
Bid 

1 Kni 
3 B i Y 3  
3 Bid Y 5a 
4, E i  t ea 
> B1dY:Bb 
6 Bid#6c 
7 B ~ ~ B S  x EidYBb 
4 Bide9 
10 Bid #lob 
It Bidtll  
id Bk( t12 
I3Bld#l3 
I BidP16 
k i d  #17a 
JkBidW20 
\1 81dY21 
\g  Bid # PRBl 
15 Ei IPRB-2 
a0 Bid IJ PRB-3a 
A Bid t PRB-3b 
rsaid I: PRBX 
d3B id  Y PRB4 

lntemcean Coal Sales 
Coal Marketing Company, USA 

Alllance Coal, U C  
Glencore Ltd. 
Glencow Ltd. 
Glencore Ltd. 
Arch Coal Sales 
Arch Coal Sales 
Peabody Comrade international. I 
CoalSales, LLC 
CoalSales. LLC 
O M  carbon & Minerals, U C  
Consd of Kentucky, Inc. 
Magnum Coal 
Twin Pines Coal Company 
Commonweallh Coal Sewices. Inc 
Carpanter Creek Resources, LLC 
Arch Coal Sales 
Coal sales. LLC 
Rio Tinto Energy America, Inc. 
Rio Tinto Energy America, inc. 
Rlo Tinlo Energy Ameiica. Inc. 
Buckskin Mining Company, LLC 

Btwlb 

11,300 
12500 
11,300 
11,300 
12,400 
11,700 
1 1,700 
12.800 
10,800 
11,300 
12,000 
12,000 
12.300 
12,000 
11.600 
10,800 
8,800 
8,700 
8,800 
8,800 
5,350 
8,350 

11,300 
S% 

0.70% 
0.75% 
0.62% 
0.85% 
0.75% 
0.53% 
0.53% 
0.80% 
0.43% 
0.51% 
0.50% 
0.7% 
0.70% 
0.69% 
0.67% 
0.5W 
0.35% 
022% 
034% 
0.40% 
0.37% 
0.48% 

0.50% 
AshX 
9.0% 
8.3% 
8.0% 
7.0% 
7.0% 
7.0% 
7.0% 
7.0% 
6.5% 
9.0% 
9.0% 
12.0% 
14.0% 
12.0% 
12.0% 
12.0% 
5.0% 
5.7% 
4.5% 
5.3% 
5.3% 
4.1% 
7.0% 

Moisture% Cornmentg 
15.0% fob railcar McDuffie 
13.5% CIF McDuffle 
10.0% fob railcar MC Mining, Scotrs Branch CSX 84171, KY 
11.5% CIF McDume 
11.5% CIFMcDuffle 
8.0% CIF McDulfie 
11.0% fob railcar Somerset. CO 
11.0% fob railcar Somerset, CO 
7.5% 
18.0% 
12.0% 
12.0% 
8.0% 
7.0% 
12.0% 
10.5% 
16.0% 
26.4% 
27.7% 
26.7% 
27.4% 
25.4% 
23.0% 

CIF McDJb 
fob barge Evansville Tenlnal Ohio River M.PY764.1 to McDuffie 
fob rail& Routt, CO 
fob railcar Somerset, CO 
fob railcar NS Xo108 Big Omer. Kenova, WV 
fob rsilcar-smples ccinpbx, csx station n 81750, IL 
fob railcar Quma Junction. AL 
lob railcar Savage Coal Terminal, Price Utah 
fob railcar Custer. MT 
fob railcar Black Thunder Mine. WY 
lob railcar NARM, WY 
fob railcar Campbell County, WY 
lob railcar Campbell County, WY 
lobrailcar Big Horn County. MT 
Loadpoint-Buckskin Junction, WY 



Staffs First Set of Interrogatories 
Docket No. 080001-El 
GULF POWER COMPANY 
February 29,2008 
item No. 1 
Page 1 of 2 

1. For each Request for Proposal for coal issued in 2007 by Gulf Power Company (GULF), 
list the bids received. Include the supplier, tonnage bid, coal quality, and delivered price 
information, as well as the method and route of delivery. 

ANSWER 

No requests for proposals were issued for coal purchases in 2007 by Gulf Power 
Company. Mississippi Power Company issued one Request for Proposal that included 
the coal units at Plant Daniel, which are co-owned by Gulf. 

A list of bids received including supplier, tonnage bid, coal quality, and delivered price 
information. as well as the method of delivery is attached. The route of delivery for rail 
shipments of coal is determined solely by the railroad(s) participating in the movement. 
However, generally coal shipments that originate on the western railroads, BNSF 
Railway and UP Railroad, will ship to Memphis. TN where it interchanges with the CN 
Railway, which ships the coal to Evansville, MS where it interchanges with the 
Mississippi Export Railroad for ultimate delivery to Plant Daniel. Coal shipments that 
originate on the eastern railroads will either load directly on the CN Railroad or the CSX 
Railroad or will interchange with either of these two railroads at some point, and the CN 
or CSX will interchange with the Mississippi Export Railroad either in Evansville, MS or 
Pascagoula, MS for ultimate delivery to Plant Daniel. 
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Staffs First Set of Interrogatories 

GULF POWER COMPANY 
February 29,2008 
Item No. 1 
Page 2 of 2 

DoCkdNO. 080001-El 
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Staffs First Set of Interrogatories 
Docket No. 080001-El 
GULF POWER COMPANY 
February 29,2008 
Item No. 2 
Page 1 of 1 

2. For each Request for Proposal for coal issued in 2007 by GULF, what action was taken? 
Include with your response, a summary of the evaluation process, and how the successful 
proposals were selected. 

ANSWER: 

No requests for proposals were issued for coal purchases in 2007 by Gulf Power 
Company. Mississippi Power Company issued one Request for Proposal that included 
the coal units at Plant Daniel, which are co-owned by Gulf. 

A summary of the evaluation process and how the successful proposals were selected is 
attached. This document is titled “Purchase Recommendation Letter“ from Scott Clouse, 
Southern Company Services (SCS) Coal Procurement Agent, to David Mauffiay. Fuel 
Manager of Mississippi Power Company. 



S O U T I I E A N A  
COMPANV .. .. ../_. r.., 

DATE January l8.2008 

RE: MlSSlSSIPPI POWER COMPANY 
MNGTERM COAL SOLICITATION UH)&2011 

FROM: seon Clouse 

To: David Mauffray 

This letter ir written to dccununt the long-term coal purehares that were madc on behalf of Mississippi Power 
Company’s Pho Daniel and WatJon lids solicitdon was made to support the projected XI08 through 201 1 
coal bum and inventory reqniremcnts at  thcss PIMU In addition. these purchases were made in order to support 
Mississippi Power Company’s Long-Term Coal Procurement Smlegy and Taftical Plan. 

A bid invitation WM mailed on April 22. zoo7, soliciting bids from all approved supplim listed on the 
Mississippi Po- Company Bid LisL The solicitation requested bids for thc purchase of coal for a term of four 
(4) years beginning January 1.2008 and ending on December 31.2011. The initial bid closc date was May 16. 
2007. An email was sent lo all suppliers on May 8.2007 informing hat  due to extenuating circumtanus tho 
bid deadline would be extended to June I I.  2007. In response to chis solicilation. thirty-two (32) offers were 
received from ninctecn (19) diffcnnt coal s u p p l i i  including six (6) offm from lour (4) different coal 
suppliers from the Powder River Barin. The offer selection consisted of om, two. t h  and four yur u r n  
Offers me received from the Northern Appalachian. Central Appalachian. Southern Appalachian. Illinois 
Basin, Colorado. PRB. Venuuelan and Colombian coal supply regions. 

A review of Daniel and Wataon’s invenIciy plans and bum projections for ths 2008 through 201 I timeframe 
indicated Ihc wd of approximately 1.9 million tons of coal for year 2008.4.8 million tons in 2009.5.5 million 
tons in 2010 and appmximatcly 5.4 million tons in 201 1. As mentioned above. the goal is to purchase volumu 
that will conform to the conlracting philosophy contained in the MPC Long-Term Coal Rocurcment Strategy 
and Tactical Plan. 

The thiny-hvo proporals ulal were received were evaluated Io Daniel and Wmon on a hl ly  delivered present 
value basis. including the valw of sulhu. and when applicable. mercury and NO.. In support of the evaluation 
process ImmporWon rates and lase nnd maintenance CDJU wrc provided by Alan Miller. Transporution 
Agent and SO,  NO,, and mercury allowancc valuer were provided by Ashley Robinen Manag- of Eminions 
Trading. 

An evaluation to derive a delivered least cost line-up, on a net prescnt valw breis, was performed using the two. 
three and four-year (erm offers, their applicable transponation rales and emission allowance values. This 
evaluation ruulted in a short list of the mosl competitive offw to both plants. Included in the shortlist of 
suppliers were import suppliers whose bids had expired. The import suppliers notitied me that due to M 
in- cost in ocean freight, their bid would nced to bc r e f i d  to rcflcct then current ocean fieight priccs. As 
a result, both impor( and domestic supplkrs who madc the competitive lier were asked to revisit their offer irnd 
confirm their pricing. All competitive suppliers were contacted via email and asked to submit lhcir modifid 
offer by July 20,2007. While most offers remained fm. one import offer incrrapcd substantially as a result of 
the increase cost in ocean FreighL The evaluation of all offen received indicated h need to p w h a w  term coal 
from Coal Sales LE, lntwocean Coal Salw. LDC. and Oxbow Mining, LE. ?%e following doeurnentation 
was based on the evaluation of these modified offers: 

plant D a d 4  
Bawl on the delivered economics of all offers. PRB coal was the most economical coal into Plant Daniel. Coal 
S ir Nonh Antelope Roehelle Mine was the most competitive PRB offer with a starting price 

I o  including rulhr. In order Lo realim the maximum aonomic benefits of PRB coal in 2008 and 
2009. MPC elected to divert a portion of previously contracted Plant Daniel cod IO Plant Watson to create a 
larger need for PRB coal. Coal Sales offered 1.3M tons for 2008 through 2012. When thc railroads were 
contacted abwt his  long-term PRB opportunity. the Canadian National (CN) railroad communicated that they 

A 

Page I 1/18/08 



.I... .._. , I. ,-., 
would not commit to a term longer than two years. Ilrrcfore. a two year dcal wilh Coal Sales was entered into 
for IM tons per year for2008and 2009. 

Oxbow's offer h m  their Elk Crret mine in Soinersct, CO was Ihe most compctidve bituminous offer. The 
Union Pacific (vp) railroad wu contacted and cxprerred interest in maintaining business to the e a s ~  Thcy 
thmfom offered to revise the existing rail wn-t with MPC to add knn and decrease the percentage incrrase 
in the. bas0 price (initial 7% increase from 2oW to #lo8 revised 3% increase). With the updated rail ram. 

1 Oxbow's off& de l ived  at a scvting price of-including sulfur. As with the PRB coal. the cN 
was unwilling to commit u) term longer than two years. Bawl on c a n t  commitments to Daniel coupled wilh 
the d & i  for volume flexibility, it was decided tha small tonnage should be wntncted in 2008. -fore. a 
two year deal with Oxbow was cntwcd into for 300,000 tons in 2008 and I.ZM tons in 2009. 

I entered into contract negotiations with Cod Sales and Oxbow and contracts were cnlcrrd into by both parties 
based on mutually rceptablc tams and conditions. 

Due to Iha CN'r reluctance to enm into long knn conuacts as discussed, coupled with the small committed 
tonnage in the out years. which did not conform to the long-term coal procurement sW(CI(Y. i t  was determined 

4 B 

that Daniel necdcd to invesn'gak committing to tonnage in 2010 and 201 1. The next l&cost offer w a  fmm 
Intemccan'r Mina Ribtenow mine in Colombia, South America which had a starting delivered price of 

3 -including sulfur. 

lo 11 I 
A h  review and concumnee of the above information with you. contracts and new purchase orders wen 
cxeculcd covering these purchases. These COnIracts and purchase O&K wuc verified and entered into FAACS. 
Documentation for there purchaser EM be found in the SCS Fuels tile mom located in the APC Corporah 
Headquarters. 

Sincerely. 

Scott D. Clwse 
Coal Procurement Agent 

cc 
S.0 Comcnsky 
D.I. Row 
J.R. Grubb 
S. J. Clayton 
H.T. Swindle 
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Staffs First Request for Production 
of Documents 
Docket No. 080001-El 
GULF POWER COMPANY 
February 29,2008 
Item No. 2 
Page 1 of 1 

2. If GULF has prepared any summarized evaluations of 2007 coal RFP results, please 
provide a copy. 

ANSWER 

See documents bearing Bates Stamps Nos. 10-1 1 and 13. 

- -  009 
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DATE: JMUY 18. uM8 

R E  MISSISSIPPI POWER COMPANY 
LONGTERM COAL SOLICITATION W8-2011 

FROW SMN ClOuSC 

m David Mauffray 

This letter is written to document chc long-term mal purchases that were made on behalf of Miisissippi Power 
Company's Plants Daniel and Wawn. This solicitation was made to support the p j e c t c d  u)o8 through 201 I 
coal bum and inventory requiremenu at there plants. In addition, these purchases were made in order to s u p p ~ t  
Misrissippi P o w  Company's Long-Tam Coal Procurement Strategy and Tactical Plan. 

A bid invitation was mailed on April 25. 2007. soliciting bids from all approved suppliers listed on the 
Mississippi Power Company Bid LisL The salicitation requested bdr for tha purchase of coal for a lerm of four 
(4) yem beginning January I. 2008 and ending on December 31.201 1. The initial bid close date was May 16. 
2007. An email was acnt to all supplien on May 8.2007 informing that due to extenuating circuinshnccs the 
bid d d i n e  would be extended to June I I. 2007. In response to this solicitalion. thirty-two (32) offers were 
received from nineteen (19) different coal suppliirs including six (6) offers from four (4) different coal 
suppliers from che Powder River Basin. The o&r w l d o n  consisted of one. two. thrze and fcur year rtrrru. 
Offers were received from the Northern Applachm. Central Appalachian. SouIhcrn Appalachian. Illinois 
Basin. Colorado, PRB. Venezuelan and Colombian coal supply regions. 

A review of Daniel and Watson's inventory plans and burn projections for the 2W8 through 201 I timeframe 
indicated the need of  appximately 1.9 million tons of coal for year ZW8.4.8 million tons in 2009.5.5 million 
tons in 2010 and approximately 5.4 million tons in 201 I .  As mentioned above. the goal is to purchase volumco 
that will conform to the contracting philosophy contained in the MPC Long-Term Coal Procurement Strategy 
and Tactical Plan. 

The thirty-two proposals that were received were evaluated to Daniel and Watson on a fully delivered present 
value basis, including he valuc of sulhu. and when applicable, mcreury and NO.. In support of the evaluation 
pmcur. CranrpOrtaIion rates and lase ud maintenance costs wfm provided by Alan Millcr. TranspMtation 
Agent and S O ,  NO.. and mercury allowance values were provided by Ashley Robinett, Manager of Eminions 
Tmding. 

An evaluation to derive a d e i i d  least cost line-up. on a net p rwn t  valuc basis. was performed using the two. 
lhrce and four-year term offers. thcir applicable banspawtion r a w  and emission allowance values. This 
evaluation resullul in a short list of the most competitive offers to both plants. Included in ths shortlist of 
suppliers were import supplim whose bids bad expired. fhe import mpplien notified me that due to an 
increase cost in ocean freight. their bid would need to be refined to rcflecl lhcn current ocean might pricu. As 
a resu11. both import and domestic suppliers who made rhe competitive tier werr asked to revisit their offu and 
confirm their pricing. All compctitive suppliers were contacted via email and asked to submit their modified 
offer by July ZO. 2007. While mt offen dried firm. one import offer increased substantially as a result of 
the i l rnare  cost in Ocean frcighL The evaluation of all offers received indicated the need to purchase turn coal 
from Coal Sales LK. Inter- Coal Sales. LDC. and Oxbow Mining. LLC. The following documentation 
was based on thc evaluation o f  CheK modified offers: 

Based on the delivered economics of all offers. PRB coal was the most economical coal into Plant Daniel. Coal 
m their Nwth Antelope Rochelle Mine was the most competitive PRB offer with a starting price 

I :@@&I including sulfur. I n  order lo realize the maximum economic benefits of PRB coal in 2008 and 
2 . Mpc cleckd to divert a portion of previously contracted Plant Daniel coal to Plant Watson to create a 
larger need for PRB coal. Coal Sales offered 1.3M tons for 2008 through 2012. When the railroads were 
cowacted abcut this long-tmn PRB opportunily. the Canadian Natiohal (W railmad communicated that they 
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would not commit to a tern\ Ion- than two yew. Therefore. a two year deal with Coal Sakr was enterd into 
per year for2006and 2009. 

!3 
Oxbow's offer from chelr Elk Creek mine in Somerset. CO was the most competitive bituminous offer. The 
Union Pacific (UP) railrod was contacted and exprcDwd interest in maintaining business to the cau TIICY 
lhuefore offered to revise IIIC existing rail contract with MFC to add Lum and decnase the pcrcenlsge increase 
in the bare price (initial 7% increase from 2007 IO 2008 revised 3% increase). With h e  updated rail rates. 

I oxbow's offer delivered at a s w i n g  price o w .  including . sulfur. As with the PRB coal. UIC 8 3 4  
was unwilling to commit to term longer than two ywr. Bared on cumnt commitments lo Daniel coupled with 
the desire for volume flexibility. it was decided that small tonnage should be contracted in 2006. Therefore. a 
two year dcal with Oxbow was enrered into for 300.000 tons in 2008 and 1.2M tons in 2009. 

I entered into contract negotiations with Coal Sales and Oxbow and contracts mre entered into by both 
bascd on mumally rceptabk tarns and conditions. 

DUG to the 04's reluctana to enter imo long (am conmcta as discussed. coupled with the small commitlcd 
tonnage in the out years. which did not conform to the long-term coal procurement strategy. it was determined 
that Daniel needcd to investigate committing to tonnage in 2010 and 201 1. "le next least cost offer was from 
1nlaoeean.s Mina Ribbenow mine in Colombia. South America which had a starting de l ived  price of a=, including sulfur. 

Aftu review and concunencc of the above informalion with you. contracts and new purchase orders were 
execurcd covaing these purchases. These conVacts and purchare orders were verified and entered into FAACS. 
Documentation for these purchases can be found in the SCS Fuels file mom locakd in thc APC Corponte 
Headquartcfi. 

Sincerely, 

h 
Scott D. Clousc 
Coal Procurement Agent 

cc 
S.B Comensky 
D.J. Row 
J.R. Grubb 
S. I. Clayton 
m. swindle 
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4 I DANIEL BIDDERS 2007 LINEUP 
Plant D.niel4 mar Llneur, w/PRE not sorled 

2008 2008 
Ash% Molstum%Commanta 

11,300 0.50% 9.0% 15.0% fob railcarMcDulfie 
11.300 0.70% 9.3% 13.5% CIF W u M e  
12,500 0.75% 8.0% 10.0% fob railcar MC Mining, SCOWS Branch CSX 84171, Ky 
11.300 0.82% 7.0% 11.5% CiFMcDuftle 
11,300 0.65% 7.0% 11.5% CIF McDuffie 
12,400 0.75% 7.0% 8.0% CIFMcDuffii 
11,700 0.53% 7.0% 11.0% fob ralicnr Somerset. CO 
1 1.700 0.53% 7.0% 1 1 .O% fob railcar Somerset. CO 
12,800 0.80% 8.5% 7.5% CIFMcDuffIe 
10,800 0.43% 9.0% 18.0% fob barge Evansville Terminal Ohio River M.P1784.1to McDuliii 
11.300 0.51% 9.0% 12.0% fob railcar Rout, CO 
12.000 0.50% 12.0% 12.0% fob railcar Somerset. CO 
12.000 0.72% 14.0% 8.0% lob railcar NS # O W  Big Omar. Kenova. WV 
12.300 0.70% 12.0% 7.0% fob ralkar-Sample8 Complex, CSX Stalion U 81750. IL 
12,000 0.69% 12.0% 12.0% fob railcar Gurnee Junction. AL 
11.600 0.67% 12.0% 10.5% fob railcar Savage Coal Terminal, Price UIah 
10.800 0.50% 5.0% 16.0% fobrallcarCuster,MT 
8,800 0.35% 5.7% 26.4% fob Nilcar Black Thunder Mine, WY 
8,700 0.22% 4.5% 27.796 fobrancarNmM,w 
8,Boo 0.24% 5.3% 26.7% fob railcar Campbell County, WY 
8,800 0.40% 5.3% 27.4% fob railcar Campbell County, WY 
9,350 0.37% 4.1% 25.4% fobmilcar Big Horn County, MT 
8,350 0.48% 7.0% 33.0% Loadpoint-Buckskin Junction, WY 

Bid &r&r 
I Z i U l  intenwean Coal Sales 
d BidU3 Coal Marketing Company, USA 
3 Bid U Sa Alllance Coal, U C  
4- Bid t 6a Glencore Ltd. 
> 8idU6b Glencore Ltd. 
6 Bi U 6c Glencore Ltd. 
7 Bidma Arch Coal Sales x BldC8b Arch Coal Sales 
4 0M19 
Io Bid UlOb CoalSaies, LLC 
I I  Bldltll coaisales, LLC 
id Bid 112 Oxbow Carbon 8 Minerals, LLC 
15 EM 113 &sol ot Kentuc!q, Inc. 
I BidU16 Magnum Cod 

Bid U17a Twin Pinea Coal companv 
Commonwwahh Coal Services. Inc J’eBldU20 

11 B M m l  Carpenter Creek Reswrees. U C  
\ $ Bid U PRB-1 Arch Coal Sales 
14 Bid U PRB-2 Coal Sales. U C  
do Bid U PRB3a Rlo Tinto Energy America. Inc. 

Bid U PRB3b Rio Tint0 Energy America, Inc. 
a i d  u PRWC R ~ I  nnto ~nergy America. Inc. 
d3B id  X PR6-4 Buckskin Mining Company, LLC 
? 
I. 

0 

Peabody Collrrrade international, I 

1 ’  



Staff's First Set of Interrogatories 
Docket No. 080001-El 
GULF POWER COMPANY 
February 29,2008 
Item No. 1 
Page 1 of 2 

1. For each Request for Proposal for coal issued in 2007 by Gulf Power Company (GULF), 
list the bids received. Include the supplier, tonnage bid, coal quality, and delivered price 
information, as well as the method and route of delivery. 

ANSWER 

No requests for proposals were issued for coal purchases in 2007 by Gulf Power 
Company. Mississippi Power Company issued one Request for Proposal that included 
the coal units at Plant Daniel. which are co-owned by Gulf. 

A list of bids received including supplier, tonnage bid, coal quality, and delivered price 
information, as well as the method of delivery is attached. The route of delivery for rail 
shipments of coal is determined solely by the railroad(s) participating in the movement. 
However, generally coal shipments that originate on the western railroads, BNSF 
Railway and UP Railroad, will ship to Memphis, TN where it interchanges with the CN 
Railway, which ships the coal to Evansville, MS where it interchanges with the 
Mississippi Export Railroad for ultimate delivery to Plant Daniel. Coal shipments that 
originate on the eastern railroads will either load directly on the CN Railroad or the CSX 
Railroad or will interchange with either of these two railroads at some point, and the CN 
or CSX will interchange with the Mississippi Export Railroad either in Evansville, MS or 
Pascagoula, MS for ultimate delivery to Plant Daniel. 
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6 a!aX 

lmemceanGodsdss 11,300 0.50% 9.0% 15.0% EobraYcarMcDufRe 
w ~ c o m p M Y . ~  1 1 W  0.7'0% 9.3% 13.5% CIFMcDuhIe 

Alllance W. UC 12,500 0.75% 8.0% 10.0% cSX84171,KY 
o*nmn Ltd. 11.300 0.62% 7.0% 11.5% CIFMd)ufRe 
olenarn ud. 11,300 0.65% 7.0% 11.5% CIFMchrme 
Gleruxm, Ltd. 12,400 0.75% 7.0% 8.0% CIFMcDu(Re 

fob mku Mc urhlg. SmWS Branch 

mwsalea 11,700 0.53% 7.0% 11.0% IobrallcarSomerse~ co 
A M  CaI sales 11,700 0.53% 7.0% 11.0% tobrallursaneRat,co 
Peatady CaaITTnde, Lw. 12.W 0.80% 8.5% 7.5% CIFMcDvfRe 

coelsalse. uc 10,800 0.43% 9.0% 18.0% M.Pt784.1 toMcDuffle 
coalsalos. uc 11,300 0.51% 9.0% 120% EobraIkarRwtlCO 
~caitlW&.,LLC 12,WO 0.50% 12.0% 12.0% EobrallcarSomerset CO 
CaMOl of KEINIW, InC. 12,wO 0.72% 14.0% 8.0% fobraikarNSlOlMI~Omer,Kenova.WV 

fob barge EvamviMehmninal Ohlo River 

raidcarsamplss Complex MYPMI- 12.300 0.70% 12.0% 7.0% CSXSLatlcnt81750.IL 

cammmwsrwIGod~.Inc. 11,600 0 . m  12.0% 10.5% f o b o b s € l ~ C a I T e r m w . P ~ u u l h  
Cup.ntrrCmk Ruraann. UC 10,800 0.m 5.0% 16.0% l o b ~ c u 3 I W , M T  
ArchCodSales 8.W 0.35% 5.7% 26.4% fcbrslcarBlsdcThvKlerMine,WY 
coal sales. uc 8,700 0.22% 4.5% 27.% IobrallcarNARM. WY 
Rlo rn uwroy Alnarlea IIIC. 8,800 0.24% 5.3% 26.% fobrallcarCampbeflcoUnty.WY 

Alo Tlnto Enetgyhwlca Inc 8.800 0.40% 5.3% 27.4% rob rdlcarcampbellcavlty, WY 
Ab nnto ~nergy -rick ~nc. 9,350 097% 4.1% 25.4% lobrallcarBipHcinCounty.MT 
BuckdJn Midng CUllPMy, U C  8,350 0.48% 7.0% 33.0% Loadph+kd&lnJunotlon,WY 

TwinplrulCdCUnPWlY 12,wO 0.60% 12.0% 12.0% fobrdlcarG~~m~Juncllon,AL 



Staffs First Set of Interrogatories 
Docket No. 080001 -El 
GULF POWER COMPANY 
February 29,2008 
Item No. 1 
Page 1 of 2 

1. For each Request for Proposal for coal issued in 2007 by Gulf Power Company (GULF). 
list the bids received. Include the supplier, tonnage bid. coal quality, and delivered price 
information, as well as the method and route of delivery. 

ANSWER: 

No requests for proposals were issued for coal purchases in 2007 by Gulf Power 
Company. Mississippi Power Company issued one Request for Proposal that included 
the coal units at Plant Daniel. which are co-owned by Gulf. 

A list of bids received including supplier, tonnage bid, coal quality, and delivered price 
information, as well as the method of delivery is attached. The route of delivery for rail 
shipments of coal is determined solely by the railroad(s) participating in the movement. 
However, generally coal shipments that originate on the western railroads, BNSF 
Railway and UP Railroad. will ship to Memphis, TN where it interchanges with the CN 
Railway, which ships the coal to Evansville, MS where it interchanges with the 
Mississippi Export Railroad for ultimate delivery to Plant Daniel. Coal shipments that 
originate on the eastern railroads will either load directly on the CN Railroad or the CSX 
Railroad or will interchange with either of these two railroads at some point, and the CN 
or CSX will interchange with the Mississippi Export Railroad either in Evansville, MS or 
Pascagoula, MS for ultimate delivery to Plant Daniel. 



DATE: January 18,2008 

RE: MISSISSIPPI POWER COMPANY 
MNGTERM COAL SOLICITATION 2OOE2Oll 

FROM scon Clouse 

T O  David Mauffray 

This lettcr is Wn’ttcn to doeument the long-term coal purchases that were made on behalf of Mississippi Power 
Company’s Plaats Daniel and Watron This solicilation was made to support rhc projected ux)8 through 201 I 
coal bum and inventcay requirements at thcM PIMU. In addition, these purchawr wcre made in order to support 
Mississippi Powcr Company’s Long-Term Coal Procurernen1 Smlcgy and Tactical Plan. 

A bid invitation was mailed on April 25. 2007. soliciting bids horn all approved suppliers listed on the 
Mississippi Power Company Bid List. The solicitation requcsled bids for the purchase of coal Tor a term of four 
(4) years beginning January I .  2008 and ending on December 31.2011. The initial bid close date was May 16. 
ZOM. An email was rent to all suppliers on May 8. Unn informing that due to ulcnuating circumstances the 
bid deadline would bc extended Io June I I.  2007. In ~ p o a r e  to chir diiiuuion. thirty-two (32) offen werc 
received from ninclccn (19) diffmnt coal s u p p l i  including six (6) offers from four (4) different coal 
suppliers from lhe Powder River Basin. The offer selection consisted of one. two. three and four year terms. 
Offers were rrceived from the Nonhcrn AppaWian. Central Appalachian. Soutbun Appalachian. Illinois 
Basin, Colondo. PRB. Venezuelan and Colombiancoal supply regions. 

A review of Daniel and Watson’s invenmy plans and burn projeeticns fw lhe 2008 through 201 I timcframe 
indicated the d of approximately 1.9 million tons of wal for year 2 W .  4.8 million tons in 2009,5.5 million 
tons in 2010 and approximately 5.4 million tons in 201 1. As mentioned above, the goal is to purchase volumes 
that will conform to che contracting philosophy contained in the MPC LonpTerrn Coal Procurement Strategy 
and Tactical Plan. 

The thirty-two proposals lhal were mcived were evaluated Io Daniel and W m n  on a fully delivered present 
value basis, including the value of sulfur, and when applicable, mercury and NO,. In support of the evaluation 
process. m e o n  rates and lease and maintenance cos& were provided by Alan Miller. Transportation 
Agent and S&, NO.. and mtrcury allowance valued were provided by Ashley Robinem, Manager of Emissions 
Trading. 

An e v a l d o n  to derive a delivered lens c-1 line-up, on a net present valw basis, was PWfDnned using the two. 
three and four-year term offers. their applicabls lranspoaation rates and emission allowance values. This 
evaluation rcsulled in a short list of the most competitive offers to both plants. Included in the s h d i s t  of 
suppliers were import suppliers whose bids had expired. The import suppliers notified me that due to an 
in- cos1 in ~ n a n  might. their bid would need 10 be refined to reflect then current m a n  might priceo. As 
a SNIL both impMt and domestic supplier0 who made the competitive lier were asked to revisit their offer and 
confum their pricing. All competitive suppliers were conlacled via email and asked lo submit their modified 
offer by July 20.2007. While most offers remained fm. OM import offer inwesscd substantially as a rcsult of 
the increase cost in man  freight. ‘I~Ic evaluation of all offers received indicated the need to purchase term coal 
from Coal Sales LLC. lntemfean Coal Sales. LDC. and Oxbow Mining, LLC. The following documentation 
was based on the evaluation of these modified offers: 

A 
8J-t Daniel 
Based on the delivered economics of all offers. PRB coal was the most economical coal into Plant Daniel. Coal 

~ - . _._ 
their North Antelope Rochelle Mine was the most competitive PRB offer with a s w i n g  price 
including sulfur. In order to realize Ihe maximum economic benefits of PRB coal in 2008 and 

2009. MPC elected to divert a portion of previously contracted Plant Daniel coal to Plant Watson to crate a 
larger med for PRB coal. Coal Sales offered 1.3M tons for 2W8 through 2012. When the railroads were 
contacted about h i s  long-term PRB opportunity, the Canadian National (12) railroad communicated hat they 
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would not commit to a Drm longer lhan two years. Therefore, a two year deal with Coal Sales was cntercd into 
for IM tons per year for2008and 2009. 

Oxbow's off- from their Elk Creek mine in Soinerwt. CO was the m0s1 competitive bituminous offer. The 
Union Pscitic (LIP) railmad WM eontaEted and expressed interest in maintatning business to the e a s ~  They 
cherrforc o f f 4  to itvise rhe existing rail c o n m t  with Mpc to add term and decrease Ihe percenlnge increase 
in lhc base price (initial 7% increase from 2M)7 to 2008 revised 3% incruse). With rhe updated rail rates, 

1 Oxbow's offer delivered at a starting price of-including wlrur. As with the PRB coal. the CN 
was unwilling to wmmit to teen longer than two yews. Bawd on cumnt commitments to Drniel coupled with 
Ihe desire for volum flexibility. it WBS decided U m  small tonnage should be contracted in 2008. Therefore. a 
two year dcal with Oxbow was entered into for 300,000 tons in 2008 and 1.2M tons in 2009. 

I mlued into conlmct ncgollations with Coal Sales and Oxbow and conttacls were entered in lo  by bolh panics 
based on mutually acceptable terms and wnditions. 

Due to thc CN'r reluctance lo enter inlo long ~enn contracts as discus&, coupled with the small committed 
tonnage in the out years. which did not conform to the long-Icrm c o d  procurement strwgy. i t  was determined 
that D d e l  needed to invedgalc wmmitting to tonnage in 2010 and 201 1. The next least cost offer was from 

4 B 

htMocePn'8 Miha Pribbcnow mine in Colombia. Swth America which had a smiting delivered price of 
3 B i n c w i n g  r ~ l h ~ .  

After review and concurrence of the above information with you. conmts and new purchase orders wcm 
executed covering there purchases. There wntraCtP and purchase orden were verified and cntsrcd into FAACS. 
Documentation for then purchwr cnn be found in lhe SCS Puclr tile mum locatcd in the APC Corporate 
Headquarters. 

Sincerely. - 
Scott D. Clouse 
Coal Procurement Agent 

c c  
S.B Comensky 
DJ. Rouse 
J.R. Grubb 
S. I. Clayton 
H.T. Swindle 
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EXHIBIT "C" 

Line-by-LineiField-by-Field Justification 
Line(sVField(s) 

Document No. 02078-08 

Response to Request # 2 
Pages 10 , l l  and 13 
Page 10, Line 1, Column A 
Page 11, Line 1, Column B 
Page 11, Line 2, Column A 
Page 11, Lines 3-1 1 
Page 13, Lines 1-23, Columns A-B 

Document No. 02076-08 

Response to Interrogatory # 1 
Page 2 of2, Lines 1-23, Columns C and D 

Response to Interrogatory # 2 
January 18,2008 Correspondence 
Page 1, Line 1, Column A 
Page 2, Line 1, Column B 
Page 2, Line 2, Column A 
Page 2, Lines 3-1 1 

Justification 

This information is entitled to confidential 
classification pursuant to section 
366.093(3) (d) and (e), Florida Statutes. 
The basis for this information being 
designated as confidential is more fully 
set forth in paragraph 5. 

This information is entitled to confidential 
classification pursuant to section 
366.093(3) (d) and (e), Florida Statutes. 
The basis for this information being 
designated as confidential is more fully 
set forth in paragraph 6. 
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CAPITAL CIRCLE OFFICE CENTER 2540 SHUMARD O A K  BOULEVARD 
TALLAHASSEE, FLORIDA 32399-0850 

Susan Ritenour 
One Energy Place 
Pensacola FL 32520 

Re: Acknowledgement of Confidential Filing in Docket No. 100001-El 

This will acknowledge receipt by the Florida Public Service Commission, 

Office of Commission Clerk, of a CONFIDENTIAL DOCUMENT filed on December 

20, 2010, in the above-referenced docket. 

Document Number 10041-10 has been assigned to this filing, which will be 

maintained in locked storage. 

If you have any questions regarding this document, please contact Kim Petia, 

Records Management Assistant, at (850) 413-6393. 
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