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STIPULATIONS
The following deposition was taken on oral
examination, pursuant to notice, for purposes of
discovery, for use as evidence, and for such other
uses and purposes as may be permitted by the
applicable and governing rules. Reading and signing
of the deposition transcript by the witness is not

waived.

Thereupon,
ATBERT W. PITCHER
the witness herein, having been first duly sworn, was
examined and testifiéd as follows:
DIRECT EXAMINATION
BY MR. McGLOTHLIN:
Q. Please state your name for the record, sir.
A. My name is Albert W. Pitcher, One Progress
Plaza, St. Petersburg, Florida.
Q. Mr. Pitcher, have you been deposed before?
A. Yes.
Q. Approximately how many times?
A. One.
Q. You're familiar with the routine, but let me
just explain to you that I will be asking you a series

of questions. And so that we can have a clear
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transcript after the fact, if at any point you don't
understand a question or you want me to repeat or
clarify the question, please stop me and ask me to
work on the pending question so that we're both clear
as to what's being asked and what's being answered.
Is that satisfactory with you, sir?

A. Yes, it is.

0. Let's note for the record the conversation
between Mr. Perko and myself prior to the beginning of
the deposition. It will be necessary during the
course of the deposition for me to either refer to or
use some numerical values that Progress Energy Florida
has designated as confidential, and we have an

understanding that this transcript will be treated as

confidential pending the appropriate filings by the

company with respect to its request for continued
shielding of that information. Is that satisfactory?

A. Yes.

Q. Mr. Pitcher, let's begin with some basic
information about your backéround. What are your job
responsibilities with Progress Fuels?

A. I'm Vice President of Coal Procurement. My
responsibilities are procuring and transporting the
coal that is necessary for Crystal Rivers 1 and 2 and
4 and 5. |

ACCURATE. STENOTYPE. REPORTERS, INC.
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Q. Would you provide us with some information
about your education and professional background prior
to your present position?

A. I have a bachelor's degree in accounting. I
started my career with Arthur Andersen, worked for
Synergy, and have been with Progress Fuels, or been
with Florida Power or Progress Fuels for the last 30
years, and I was in —— as a controller. I served as
Vice President of Sales, and I'm now Vice President of
Coal Procurement.

Q. To whom do you report at Progress Fuels?

I report to Paula Simms.

And what is Ms. Simms' position?
Vice President, Regulated Fuels.
Where is your office?

In St. Petersburg.

o ¥ O P O ¥

Do you share, or does Progress Fuels share
space within Progress Energy Florida's headquarters?

A. No. We're across the street.

Q. let's talk about the organization of
Progress Fuels, the number of employees and how
Progress Fuels ié organized.

A. I really don't know the number of employees.
The portion that I'm in has responsibility for the

fuel procurement. There are other sections that are

ACCURATE STENOTYPE REPORTERS, INC.
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handle coal mining operations, but I don't know the
numnber of employees.

Q. Okay. With respect to the coal procurement
function, how is that section organized?

A. I'm the head of that group. I have a
manager of transportation, a manager of quality. I
have an administrative assistant. And then each of
those gentlemen have staff underneath them.

Q. The documents that were provided to us for
review in response to the request to produce
identified several corporate entities that I would
like to ask you about. For instance, Diamond May
Company, who is Diamond May Company?

A, It is a coal company that is owned by
Progress Fuels.

Q. And does Diamond May Company own coal
properties,.or does Diamond May Company purchase from
other mining companies?

They mine coal, and they purchase as well.

Where is their coal property?

» © P

In Kentucky.

Q. Does Progress Fuels own 100 percent of
Diamond May?

A, I really don't know the answer to that.

Q. Kentucky May, who is Kentucky May?

ACCURATE STENOTYPE REPORTERS, INC.
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A. It's a coal mining company underneath

Progress Fuels.

Q. Does Progress Fuels own all of Kentucky May?

A, I'm not aware of the ownership.

Q. Kanawa River Terminals, who is Kanawa River

Terminals?

A. It's a terminal operation, and they have
operaticns on the Kanawa River in West Virginia.

Q. Does Progress Fuels have an ownership
position with Kanawa River Terminals?

A. They do have an ownership position.

Q. Who is Powell Mountain?

A. 1It's a mining operation in southwest
Virginia.
| Q. Does Progréss Fuels have an ownership
interest in Powell Mountain?

A, I really don't know if they have an
ownership interest in that coperation or not.

Q. Massey Coal Company, who is Massey Coal
Company?

.A. Massey Coal Company is a coal supplier.
They mine coal.

Q. Does Progress Fuels have an ownership
interest in Massey Coal Company?

A. No, we do not.

ACCURATE STENOTYPE REPORTERS, INC.
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Q. What about Sequoia Coal Company?

A. They're a mining company in eastern
Kentucky, and we do not have an ownership interest.
Q. How about Consolidated Coal Company?

A. They're a mining company.

Q. Does Progress Fuels have an ownership
interest in Consolidated?

A. No.

Q. Does Progress Fuels Corporation have an
ownership interest in Alliance Coal Company?

A. No, they do not.

Q. There are references to the IMI' terminal in
New Orleans. Is IMT the proper name of that entity?

A. International Marine Términals is the proper
name.

Q. And what business are they in?

A. The transloading of products on the lower
Mississippi River.

Q.  Does Progress Fuels own IMT?

A. No, they do not.

Q. Does Progress Fuels have any ownership
interest?

A. No, they do not.

Q. Drummond Coal Company?

A. They're an Alabama mining company, and they

ACCURATE STENOTYPE REPORTERS, INC.
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also mine coal in Colombia.

Q. Does Progress Fuels own or have an ownership
interest in Drummond?

A. We do not.

Q. Has Progress Fuels purchased coal from
Diamond May?

A. Yes, we have.

Q. And is Diamond May currently one of your
suppliers?

A. Yes, it is.

Q. Has Progress Fuels purchased coal from
Kentucky May?

A. I'm not sure if they have -- I mean, in the

past they have, but —-

Q. You don't know whether they're curréntly
providing —-

A. (Ch, they're not currently providing. We
have no contract with Kentucky May.

Q. Has Progress Fuels purchased coal from
Powell Mountain?

A. 1In the paSt they have.

Q. Does PoWell Mountain provide any portion of
the current supply of coal?

A. It does not.

0. Do I understand correctly that Kanawa River

ACCURATE STENOTYPE REPCRTERS, INC.
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Terminals is not in the business of mining or selling
coal, that it's limited to a loading or transloading
function?

A. I'm not sure of the organizational structure
of how — if they're selling coal. I believe they
transload coal, and they also under the marketing and
trading group sell coal.

Q. Mr. Pitcher, I'm going to ask Mr. Poucher to
provide you a copy of a document and ask you to review
it for a moment.

A. Okay.

MR. McGLOTHLIN: I'm going to have this
marked as Exhibit 1 to the deposition.
(Deposition Exhibit Number 1 was marked for
identification.)
BY MR. McGLOTHLIN:

Q. This document is captioned "Progress Energy
Florida's Responses to Citizens' Second Set of
Interrogatories, Nos. 6 through 14." I ask you to
review interrogatory number 6 and the response.

MR. PERKO: Just for the record, that
includes confidential information.

A. The first page I have here says number 13,
Progress Energy to Citizens' Fifth Request to Produce

Documents, No. 13.

ACCURATE‘ STENOTYPE REPORTERS, INC.




w W oy s W N

ST ST T N T NS S S = S S S e i o ==
A & W N B O VW W -1 oo L W W DD K+ O

12

MR. McGLOTHLIN: You gave him a request to
produce. I'm looking for the interrogatory.
MR. PERKO: I believe it's underneath.
THE WITNESS: I've got it.
BY MR. McGLOTHLIN:

Q. Let me know when you'vé had an adequate
chance to look that over, Mr. Pitcher.

A. Yes.

Q. Do you recognize this as a response that you
prepared as an answer to OPC's interrogatory number 67?

A. I do..

Q. 2nd is the response accurate to the best of
your knowledge?

A. It is.

Q.' I'm going to refer to the first paragraph of
the response. In that response you state that in
April 2004, PEF issued a request for proposals. Would
that request for proposals have been issued by PEF or
by Progress FUelé on PEF's behalf?

A. By Progress Fuels.

Q. And when you state that PEF issued the REP,
in what way was that done? For instance, to whom was
the RFP sent, aﬁd how was it communicated to potential
providers?

A. We have a master bidders list. The request

ACCURATE STENOTYPE REPORTERS, INC.
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for proposal was sent to each one on our master
bidders list. 1In addition, we also forwarded the
request for proposal to various coal publications who
usually write articles about our desire for coal, and
it gives us a reach into the marketplace that lets
everybody know that we're looking for coal.

Q. How many bidders are on your master bidders
list, if you know?

A. Idon't know. I could get that for you, but
I don't remember the number we have on the master
bidders list.

Q. Is the master bidders list something that
you could provide as a late-filed exhibit to this
deposition?

A. It is.

MR. McGLOTHLIN: Could we have that
identified as Exhibit 2, late-filed. We'll just
caption it "Master Bidders List."

(Late-filed Deposition Exhibit Number 2 was

identified.)
BY MR. McGLOTHLIN:

Q. And I imagine the RFP would identify
quantities of coal and quality parameters?

A. It would.

Q. The next sentence says, "The results of this

ACCURATE STENOTYPE REPORTERS, INC.
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RFP resulted in the purchase of 4.3 million tons of
coal for both Crystal River Units 1 and 2 and 4 and
5." You group Crystal River Units 1 and 2, and you
group 4 and 5. Why is that?

A. Crystal River 1 and 2 and 4 and 5 burn
different qualities of coal.

Q. Would you elaborate on that? What is the
difference in the coals that are burned?

A. Crystal River 1 and 2 is a noncompliant
unit, burns noncompliance coal, and Crystal River 4
and 5 burn compliance coal, compliance coal defined as
1.2-pound SC2.

Q. That's 1.2 pounds per million Btu?

A. Yes, of S0O2. 1It's basicaliy new source
performance standards coal.

Q. And what is the corresponding value for the
noncompliance coal that 1 and 2 burn?

A. It's 1.5 pounds to a 2.1-pound SO2.

Q. As a practical matter, does this mean that
the entities who have coal that would be responsive to
the needs of Crystal River Units 1 and 2 would not
also bid for the requirements for 3 and 4, or is it
possible that the same mining company can either mine
or blend coal that would meet the requirements of

either?

ACCURATE STENOTYPE REPORTERS, INC.
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A. It is possible that they could meet the
requirements of either one.

Q. The same sentence, resulted in the purchase
of 4.3 million tons of coal for both Crystal River
Units 1 and 2 and 4 and 5, is that 4.3 million tons,
or is that 4.3 million tons for 1 and 2 and another
4.3 for 4 and 5?

A. That's a total.

Q. And how many bidders responded to the REP,
if you know?

A, I don't have a count on it. We could
provide that for you. |

MR. McGLOTHLIN: Late-filed Exhibit 3 would

be "List of Bidders Who Responded to April 2004

REP."

(Late—filed Deposition Exhibit Number 3 was
identified.)
BY MR. McGLOTHLIN:

Q. Now, is Progress Fuels Corporation in the
business of mining coal of purchasing coal for resale?

A. It is.

Q. Would Progress Fuels Corporation ever be in
a position of offering coal in response to an REP like
this on its own behalf?

A. It would.

ACCURATE STENOTYPE REPORTERS, INC.
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Q. Did Progress Fuels respond to this
particular RFP?
They did.
In its own behalf?

In its own behalf, yes, sir.

o P o P

Well, in such a situation, who scores the
bids? Who evaluates the responses?

A. I do, along with my staff.

Q. Okay. So you've got a number of bids that
are responsive to the RFP, including Progress Energy,
Progress Fuels Corporation, and you and .your staff
review the responses and award, or decide who among
the bidders,.including Progress Fuels, should get the
contract? -

A. That's correct.

Q. What criteria does Progress Fuels
Corporation use to decide who gets the contract?

A. We evaluate it on cents per million
delivered to the plant and purchase the lowest priced
coal. |

Q. Is the RFP set up to require simultaneous
bids, or does Progress Fuels Corpoiation have
knowledge of the other bidders' submissions at the
time it makes it own?

A. They have no knowledge of —- there's no

ACCURATE STENOTYPE REPORTERS, INC.
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cross-information associated with the bids. They bid
as any other coal supplier would bid.

Q. Who prepares the bid for Progress Fuels
Corporation?

A. The coal bid —— clarify that. The coal bid
that came in to me in response to the RFP?

Q. Yes.

A. The marketing and trading group did. I
don't know who prepared it.

Q. Well, you mentioned a marketing and trading
group. Is that organized to be separate and apart
from your procurement group?

A. Oh, yes.

Q. TWhere is the marketing and trading group
located physically?

A. Raleigh.

Q. Procedurally, are there any measures in
place to ensure that the persons or the departments of
Progress Fuels Corporation that are interested in
responding to the RFP are walled apart from the
persons or departments within Progress Fuels
Corporation who evaluate responses and award
contracts?

A. That is correct. There is a very thick wall

between those entities.

ACCURATE STENOTYPE REPORTERS, INC.




O 0 N oy s W N

ST ST ST S R S R e = e v o i v =
G & W N B O W W 3 oo U » W N P O

18

0. Well, describe how one accomplishes that.

A. Well, we're in separate locations, for one.
There's rules within the company that there is no
exchange of information between the regulated group
and what I consider the commercial operation groups.

Q. Are those rules in written form?

A. I don't know if they're written or not.

Q. Well, as vice president, you would be in a
position to know if there are any written rules, would
you not?

A. I know we do not communicate between the
unregulated and the regulated group, and I know that
we've all gone through training, various training
sessions associated with what 1is considered walled and
what is not walled and who can talk to whom.

Q.  You mentioned regulated and unregulated
groups, but Progress Fuels Corporation is not a
regulated entity, is 1t?

A. Within Progress Fuels, the group that I'm in
charge of has the responsibility for —— we're the fuel -
procurement arm on behalf of Progress Energy Florida,
so it's an entity within an entity.

Q. You stated that the award of contracts is
based on the lowest delivered price. Are there any

steps or calculations that are necessary after one

ACCURATE STENOTYPE REPORTERS, INC.
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receives the bids to translate that into a lowest
delivered price, or is that reflected on the bids
themselves?

A. The bids that are submitted are for the coal
cost only, and we have to add transportation costs to
that, basically all the costs associated with getting
it to Crystal River. And we put that on a spreadsheet
and calculate it on a cents per million Btu basis.

Q. 2And the costs of transportation are known
and available from the railroad and the barge'lines,
and so that is a known value, known both to Progress
Fuels and to the bidders; is that correct?

A. It is not known to the bidders. It is known
to Progress Fuels.

0. To whom did you award the contracts for the
4.3 million tons of coal?

A. We — I'm going from memory. If I could, I
would rather get you a late exhibit of who we awarded
it to. I can go down and give you some of the tons
and the people. Just off the top of my head, I don't
have all of them in my head.

MR. McGLOTHLIN: Okay. The next late-filed

exhibit will be what? Number 37

THE REPORTER: Four.

MR. McGLOTHLIN: Late-filed Exhibit Number 4

ACCURATE STENOTYPE REPORTERS, INC.
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would be bidders to whom Progress Fuels awarded
4.3 million tons of coal contracts.
(Late—-filed Deposition Exhibit Number 4 was
identified.)
BY MR. McGLOTHLIN:
Q. Was Progress Fuels Corporation one of the
entities that was awarded a contract?
A. They were.
Q. ILet's revert to Late-filed Exhibit Number 4.
In addition to the list of bidders, will you show the
quantities of coal awarded for each bidder and the
price per ton for each bidder?
A. Yes. |
Q. Further, in this response, you state that
after this purchase, PEF had an open position, that

is, additional coal needed, for water delivered coal

- totaling 600,000 tons for 2005 and 550,000 tons for

2006. Do you see that statement?

A. T do.

Q. How does PEF determine the portion of its
coal supply that needs to be delivered by water versus
rail?

A. We had operating during the time period
which we were discussing four gulf barges. Those gulf

barges have a defined capacity of how much they can
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carry, and then the residual rolls over to the rail.

Q. When you say we have four barges, are you
talking about Progress Fuels Corporation or Progress
Energy?

A. Under contract. They're under contract.

We, "we" meaning Progress Fuels Corporation, we have a

contract with Dixie Fuels, Ltd. to move coal from New
Orleans, Louisiana, and/or Mobile to Crystal River.

Q. So is the nature of those contractual terms
such that you have to maximize the use of the barge
for it to be economical?

A. No. It's just a matter of how much they can
carry. As a result of the CSX negotiations this year,
the water delivered coal is the cheapest form, and we
are maximizing the cheapest form of delivery.

Q. It isn't clear to me what you mean then when
you say PEF had a need for water delivered coal in the
quantity of 600,000 tons. How did PEF determine that
it had a need for coal that had to be delivered by
water?

A. We evaluate the coals that we have
purchased, we evaluate the mode by which they're going
to be transported, and the residual is a fallout of a
shortfall, if you will, that is, the coal that needs

to be purchased to meet the burn requirements at the
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Crystal River facilities. So it's nothing more than
what coal we have under contract and what coal the
plant needs, and the difference is the open position.

Q. I understand the concept of the total burn
needs, and I understand that the 4.3 million tons fell
short of the total requirement. I gather that the
shortfall was 600,000 tons. But what I don't
understand yet is why there's a need for water
delivered coal as opposed to coal delivered by water
or rail. Your statement says that the need is for
water delivered coal. Can you explain why that is the
case?

A. The qulf barges have a capacity of carrying
around 2.5 million tons of coal. They are the lowest
form, lowest cost transportation. We had not
purchased enough coal that would allow us to maximize
the movement of the lowest cost form of
transportation.

Q. I think I understand now. The shortfall in
the total burn requirement is 600,000 tons, and
because you had not maximized the use of the barge,
which was at the time the lower cost transportation

mode, it was desirable to deliver that quantity by

barge.

A, That's correct.
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Q. Do I have it right now?

A. You do.

Q. You state that PEF decided to re-enter the
marketplace to close out its 2005 and 2006 open
positions, and in the next sentence you state that PEF
received three bids from reliable barge suppliers.
First of all, when PEF decided to re-enter the
marketplace, did it issue another RFP?

A, It did‘not issue a formal RFP. It did an
informal RFP via telephone calls.

Q. 2And who made those calls?

A. I did.

Q. Whom did you contact?

A. I contacted Drummond Coal Company, I
contacted CMC Coal Sales, which is a Colombian coal
operation, and Progress Fuels.

Q. Anyone else?

A. There's one other. I'm drawing a biank. I
contacted four people. I'm drawing a blank right now
on the fourth one.

Q. Did you contact Guasare?

A. Guasare, yes. 1'm sorry. The Venezuelan
coal. I'm sorry.

Q. Is that the fourth person that you

contacted?

ACCURATE STENCTYPE REPORTERS, INC.
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tendency to put additional price pressure on the

A. Yes.

Q. Why did you not contact everybody on the
master bidders list for this 600, 000-ton need?

A. At the time that this was occurring, as I've
described somewhat in my answers, there were —— the
prices were beginning to climb very dramatically.
There were major utilities that were out in the
marketplace. And we felt that at the time, rather
than issuing a formal RFP that would add additional
stress to the pricing, we would make calls to known
suppliers who could provide the coal that we were
looking for.

Q. How would the issuance of a formal RFP add
stress to the pricing?

A. I think if you come out in the marketplace
and start saying we're out for X number of million
tons of coals or hundreds of thousands of tons of
coal, it adds more fuel to the marketplace. It's an
example of —— during this period of time, TVA was out
for bid for large tonnage, South Carolina Public

Service was out for large tonnage, and that has a

market.

Q. That seems counterintuitive to me. Wouldn't

the knowledge that there's a RFP that has been issued
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to multiple providers tell each potential bidder that
there's competition; and the bidders should bear that
in mind when responding?

A. That has not been my experience in the
marketplace.

Q. Well, what led you to contact these four
particular entities as opposed to others you could
have contacted?

A. Progress Fuels Corporation's operations,
they'ré one of the largest suppliers of compliance
coal on the river system. Guasare and Drummond were
existing contractors that supply us with coal. And
CMC was someohe,who we had not done business with
before, and they were unsuccessful in a previous RFP,
and I wanted to see if they had any coal available.

Q. Were there any suppliers who were awarded
some portion of the 4.3-million-ton RFP, but who were
not contacted for this additional requirement?

A. There wére people who were not contacted
simply because they're rail delivery. Remember, we
take coal both by water and rail. So we wouldn't have
contacted any of our rail suppliers. The water
suppliers we called. During that RFP, we purchased a
lot of imported coal. That's why we were contacting
the import suppliers.
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Q. I think we may be talking past each other on
this one.

A. Okay.

Q. I'm interested in knowing whether there were
any — and I'll limit this to suppliers who had the
capability of delivering by barge —- who were awarded
a portion of 4.3-million-ton requirement, but who were
not contacted to see if they wanted to respond to the
600, 000-ton additional requirement.

A. Over the period of time that we're talking
about, I had conducted phone conversations —— you
know, I'm not operating in a vacuum with this. I'm
basicglly in contact with the marketplace on a very
regular basis. Current suppliers who we purchased
coal from from the previocus REP did not —— there were
a couple of them who did not have coal. We got that
from talking to them prior to us making this decisioh,
prior to going out for this informal RFP. Central
Coal was one of them. Central Coal was awarded coal
under the previous RFP, and they did not have any
additional coal.

Q. Is that why you didn't contact them?

A. Again, I just got that from conversations in
talking to these people.

Q. Did you get that from talking to Central
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Coal or somebody else?

A. Talking to Central Coal.

Q. Okay. Were there any other suppliers who
participated in the April 2004 RFP and who can deliver
by barge but were not contacted for this additional
requirement? |

A. I would have to go back and look at who
responded to the RFP on the water side to let you know
that. |
| Q. All right. Now, you're going to give us a
list of the bidders in an earlier exhibit. Can you
designate on that list those that can deliver by barge
and those that can deliver by raii and those that can
deliver by barge or rail?

A, Sure.
Q. I think that will give us the information.
You contacted four potential suppliers. Did
you simply call and get a price, or did you tell them
to submit a bid for comparison to other bids?

A. I asked them to respond via either e-mail or
a written letter, and it came in both forms. So we
had received bids from them with the qualities of coal
and the quantities of coal and the price so that we
could do our normal evaluation.

Q. And what information did you give each of
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these four entitles whom you contacted by telephone?

A. We asked them if they had any coal available
for the '05-06 window, told them we were thinking
about buying additional coal, did not commit that we
were going to buy any, and that if they had any
available for sale, to please respond.

Q. By a time certain?

A. This took place over literally a three-week
window where I was placing calls and talking, and then
they needed to go back. They said, "We don't know 1if
we have anything available. Let us go check with our
mining people." So it was not a time certain, but I
told them that we were interested in doing something
before the middle of September, end of September.

| Q. I gather then these bids were not submifted
simultaneously.

A. They were not.

Q. Were they evaluated simultaneously, or were
they awarded some portion based upon the information
contained in only the_individual bid?

A. They were awarded at the same time. They
were evaluated over this month period or three-week
period that I'm talking about, but there were no
awards made until all the bids were in and were

evaluated and we could compare them side by side.
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Q. Well, did these four entities submit bids —
let me do a better job of that. Did any or all of the
four entities propose to meet the full 600, 000-ton
requirement?

A. No.

Q. In your earlier response, you indicated that
Progress Fuels Corporation was one of the larger
providers on the river, I think, to paraphrase your
answer. Does Progress Fuels Corporation provide coal
to entities other than Progress Energy Florida?

A. Yes, they do.

Q. Does Progress Fuels Corporation own coal
properties, or is it in the business of purchasing and
reselling?

A. They do both.

Q. Where is its coal property?

A. In eastern Kentucky.

Q. In your ansﬁer,‘you state that PFC provided
the lowest bid, and consequently PEF awarded a
two-year contract to PFC for a total of 480,000 tons.
I won't finish the rest of the sentence because
there's a confidential number there that we don't need
to insert here, but then you say the other contract
was for a total of 450,000 tons. Who received the
award for the balance of the 600,000 tons?
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A. We did not close out that whole position.

Q. I see. Well, who was the second of the two
entities who were awarded some portion of that need?

A. Who are the two entities?

Q. Yes. Other than Progress Fuels, who was
awarded a contract?

A. QC, which is a Colombian coal producer.

Q. Now, in that this particular purchasing
exercise was performed after the 2004 PEF RFP and for
lesser quantities, do you regard this as an additional
long-term purchase, or do you regard this as a spot
purchase?

A. This would be a mid-term contract. It goes
for two years, so I think I would classify it as a
mid-term.

- Q. How do you define a- spot purchase?

A. Usually for coal that you're going to buy
for less than a year.

Q. In the last sentence of that answer, you
state that Central Coal Company and Massey were
purchased at an earlier time period when prices were
much lower than thé market in which PFC coal was
purchased. Do you refer there to the April 2000 REP
or to some different purchase?

A. That was in the April 2004 REP.
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Q. Mr. Pitcher, you said in an earlier response
that you decided to place these phone calls in lieu of
a more formal RFP to avoid putting additional pricing
stress on the commodity. I'm trying to understand
that concept. If REPs have the effect of increasing
prices, why would one ever issue an REFP?

A. There were two factors that were operating.
I'1l answer it in two parts. One, an RFP is issued if
you're going to take'a look at buying very large
quantities of coal, we which did in the April 2004.

We had originally anticipated replacing that open
position with spot purchases in the ensuing periods,
'05 and '06.

There was not only price pressure on the
marketplace, but there was a very limited quantity of
coal, as we found out when we started makinhg phone
calls. And it is very difficult if you put an RFP out
and everybody in the business is chasing the same
tonnage. And we wanted to make sure that we were able
to go out and —— make sure that we were competitive
and were purchasing competitively priced coals, but we
did it on a very low-key basis as opposed to an RFP.

Q. This pérticular purchase for what is
described as an open position, is that typical or

atypical of the manner in which Progress Fuels
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Corporation typically goes about acquiring coal for
Progress Energy Florida?

A. I'mnot sure I understand the question.

Q. Well, generally speaking, does Progress
Fuels Corporation more typically use an RFP or this
alternative individual phone call methodology for
securing coal?

A. We use a combination of several methods. We
use the RFP process. We use the monthly purchases or
quarterly purchases. We receive bids that come in
monthly sometimes. We log those in and record them
and evaluate them, and if we need coal during that
period of time —- so those are unsolicited bids. And
we use this third forum of an unofficial RFP process.
So we use all of those.

Q. This question is designed to enable us to
understand better the relationship between the
contracts that Progress Fuels Corporation executes in
its role of procuring coal for Progress Energy on the
one hand and the values that we see on the 423 forms
that are eventually submitted to the Commission. For
instance, one of the companies that you purchase from
is Kentucky May. And I can't recall if you said
they're a current provider or that they provided coal
in the past. Which was it?

ACCURATE STENOTYPE REPORTERS, INC.




O 0 =1 oy oo WM

ORI ST U NC R S N S R e R T ea i S o oS sy
G & W N p O VW © N o v s Ww N P o

33

A. In the past.

Q. Well, let's take them as an example. ILet's
assume there's a contract between Progress Fuels
Corporation and Kentucky May. Is the price that's
specified in the contract the same cost that we see
reported on the 423 form, or is there some translation
or modification for any reason?

A.. I really don't know. I don't do the Form
423s. 1 couldn't respond to that.

Q. Okay. We'll save that for somebody else.
But I believe you said you do take part in the actual
negotiation or the procurement function itself when
Progress Fuels Corporation deals with these other
suppliers; is that right? |

A. That's correct.

Q. With whom would you deal or negofiate at
Kentucky May if you were to contact Kentucky May
either through an RFP or through one of these phone
call solicitations?

A. Well, in the marketing and trading group
that I mentioned, there's a salesman who handles
Florida as well as part of the South. At.the time, it
was Joe Jefferson that submitted the bid. And that's
who I would negotiate the terms with, just like I

would do so with Massey or Causseaux or whoever their
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salesperson is.

Q. So the person with whom Progress Fuels
Corporation negotiates if it wants coal from Kentucky
May is someone in Progress Fuels Corporation's
marketing and trading group?

A. That's who markets -— as I understand,
that's who markets all of the coals. The coals are
being marketed out of a marketing and trading group.

Q. And that marketing and trading group, which
is an organization or department within Progress Fuels
Corporation, represents not only Progress Fuels
Corporation in its own capacity, but also Kentucky May
and others in which Progress Fuels has an ownership
interest?

A. That is correct.

Q. Okay. Let's assume hypothetically that
Progress Energy Florida requires coal, that it doesn't
have the full burn requirément and it's going into the
market to acquire more. It turns to you as its chief
procurement person and identifies a quantity needed,
and'you‘re going to contact potential suppliers, who
include Progress Fuels Corporation and Kentucky May.
and Diamond May Company, in all of which companies
Progress Fuels Corporation has an ownership interest.

Does the same person in this marketing and trading
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group represent each of those entities in its
responses to the REFP or the solicitation?

A. The marketing and trading group represent
the coals from the mining operations that Progress
Fuels has an ownership interest in through other
subsidiaries. They also purchase coal, as I mentioned
before. And it would be the marketing and trading
group, one individual in that marketing and trading
group who would submit a bid to me based upon the
qualities that they would have available and the
qualities I need.

Q. Are these companies in competition with each
other to receive the contract award?

A, I'm not really sure how they're organized.
I'm not part of that group.

Q. Well, I don't think you have to know the
organization to know whether when Progress Energy
issues an REP or solicitation, whether Diamond May,
Kentucky May, Powell Mountain, and Progress Fuels
Corporation are vying with each other in efforts to
secure some or all of that award.

A. I would say the marketing and trading group,
who is responsible for selling the coal for those
entities, will provide coal from their operations

based upon the quality of coal that we would be
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loocking for. I don't know the qualities of coal from
those mining operations.

Q. Well, they would be providing coal based
upon the quality of coal, but they would also be
competing on price, would they not?

A. I don't know how they're structured. I
don't know how they operate. I simply receive bids
from them based upon what coal they want to offer, no
different than Massey Coal. Massey Coal has multiple
mining operations. Under your assumption, I would
assume that they're all in competition with each
other. But their sales group submits the bid based
upon the quality of coal that a particular group is
looking for.

Q. Well, one difference is that Massey Coal
doesn't go through the marketing and trading
department of Progress Fuels Corporation in order to
submit a bid, does it?

A. I'msorry. I don't see the point.

Q. Well, I don't know if it's a point yet, but
it's a question. I'm trying to establish whether the
same person or the same department within Progress
Fuels Corporation is representing the interests of
companies which conceptually are competing with each

other when those companies submit bids to secure a
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portion of the coal needs of Progress Energy Florida.

MR. PERKO: I'm going to object to the form.

MR. McGLOTHLIN: What's the objection?

MR. PERKO: You haven't established that
they conceptually are in competition with one
another.
| MR. McGLOTHLIN: Well, that's the question.

BY MR. McGLOTHLIN:

Q. The question is, are those'companies in
competition with each other? Do you know?

A. I do not know. |

Q. 'Progress Fuels Corporation has an ownership
interest in the companies I've identified; is that
correct?

A. That's correct.

Q. Are you an officer in any of those
companies?

A. I am not.

Q. Is there anyone within Progfess Fuels
Corporation who is an officer of the other companies?

A. T don't know the answer to that.

Q. Well, Diamond May Company is —— well, let me
ask it this way. Does Diamond May Company provide
coal to entities other than Progress Energy Florida?

A. Absolutely.
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Q. And does Kentucky May Company provide coal
to entities other than Progress Energy Florida?

A. Yes.

Q. Iet's say that Utility B, someone other than
Progress Energy Florida, issues an RFP. Is it
possible that Diamond May or Kentucky May would submit
bids to Utility B?

A. It's possible.

Q. In that situation, would they be in
competition with each other?

A. I don't know who would submit the bid.
That's why I'm having trouble with whether Kentucky
May submits a bid on its own, or Diamond May. The way
you're couching the question is, does Diamond May send
a bid out and does Kentticky May send a bid out, and
that's not how I receive bids. How I receive bids is
a bid from the Progress Fuels marketing and trading
group, and it may name a certain mine, or it may not.

Q. Who would know the answer to that question?
Who would know whether Diamond May and Kentucky May
submit bids or whether the bid is formilated by
someone within the marketing and trading group of
Progress Fuels Corporation?

A. It would be somebody in the marketing and

trading group. Right now —- David Crews is the head
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of marketing and trading right now.

Q. But is it your testimony today, Mr. Pitcher,
that you don't know whether the several coal companies
in whom Progress Fuels Corporation has an ownership
interest éompete for the opportunity to provide their
coal, their respective coals to Progress FEnergy
Florida®?

A. That is my testimony.

MR. McGLOTHLIN: Can we take about a five-
or ten-minute break while I shuffle some papers
here?

MR. PERKO: Sure.

(Short recess.)

BY MR. McGLOTHLIN:

Q. Mr. Pitcher, in response to a series of
questions, you described the existing arrangements
between Progress Fuels Corporation and Progress Energy
Florida pursuant to which Progress Fuels is the
procurement function for Progress Energy. Among the
documents that we reviewed in preparation for this
deposition is a letter providing notice of the
termination of the existing contract between Progress
Energy Florida and Progress Fuels Corporation. Would
you describe the manner in which this procurement

function will take place in the future after the
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termination of that existing arrangement, as you
understand it?

A. As I understand it, we're in the process of
merging the group, what is currently done in Progress
Fuels into the Raleigh group under Progress Energy
Carolinas, and they will act on behalf of Progress
Energy Florida in purchasing coal. So it will be
under Progress Energy's regulated group in Carolina.

Q. So this function will become part of what
is, in essence, an in-house operation of Progress
Energy Carolinas, and that department will procure
coal for both the Carolina utility and Progress Energy
Florida?

A. That's correct.

Q. When that occurs, will Progress Energy
Carolinas continue to have an office in Florida, or
will all of that occur out of Raleigh? I'm referring
to the procurement function.

A. It will all be in Raleigh.

Q. After this transition, will the procurement
function performed by Progress Energy Carolinas be
pursuant to a contract with Progress Energy Florida or
some other arrangement?

A. I'mnot really sure how‘they're going to be

organized in that regard.

ACCURATE STENOTYPE REPORTERS, INC.




O 0 oy U W N

N NN N NN F R R R | |
g & W N P © W o ~J v Gt & W N kO

41

Q. After the transition, will Progress Fuels
Corporation continue to participate in the mining and
selling of coal to the Progress Energy utilities and
others?

A. If they're successful bidders on it,
certainly.

Q. So far the questions have been.specific to
the procurement of the coal commpdity. Will there be
any changes with respect to the manner in which
Progress Energy Florida arranges for the
transportation of coal to its Crystal River sites?

A. There are currently contracts that are in
place, and those contracts will remain in place, and
they will be — and I'm not sure exactly legally how
they're going to adopt contracts, the legal aspects of
it, but.the transportation contracts are in existence.

Q. Will Progress Energy Carolinas be
responsible for the transportation aspect of coal
deliveries as well as the procurement of the
cxﬂnbdity?

A. Yes, sir.

Q. And it's your understanding that the
existing contracts will be assigned, or in some manner
Progress Energy Carolinas will become the entity

responsible for administering the existing
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arrangements?

A. I'mnot sure if they'll assign them or not.
I don't know what the arrangements will be.

Q. I'm going to ask Mr. Poucher to provide you
another exhibit. Please take a couple of minutes to
look it over.

A. Okay.

MR. MGLOTHLIN: And I suspect that Progress

Energy will regard this as containing

confidential information.

MR. PERKO: I would ask for Mr. Pitcher's
confirmation, but I believe so.
THE WITNESS: Yes, that is correct.
BY MR. McGLOTHLIN:

Q. Mr. Pitcher, we have provided you with a
document captioned "Progress Energy Ballpark Transport
Costs for Coal," and as you can see, this is designed
to be a rough conceptual diagram of the manner in
which coal travels to Crystal River units and is
delivered there. And to the left of the diagram we
have listed those companies which, as we understand
it, provide coal that is delivered by river barge, and
to the right we've listed those companies which, as we
understand it, typically deliver coal by rail. And

I'11 ask you first to either confirm that
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understanding or correct our understanding in that
regard. Do Central, Keystone, Emerald, Massey, and
Progress deliver coal by the barge route?

A. These companies, Central, Keystone, Emerald,
and Progress, do deliver coal by water as you've laid
out. Massey has the ability to either be part of that
water delivery, or if you'll notice, they're over on
the right side of your thing, and they can do it
directly by rail.

Q. All right. Is the list on the right-hand
side then accurate? Do Consolidated, Sequoia, Massey,
B&W, Alliance, and Progress Fuels have the capability
of delivering by rail? I should add Central to that
list, I quess.

A. And I'll answer that Consolidated, Sequoia,
Massey, B&W, Alliance, and Progress are rail
deliverers. Central, they're a water delivered
product. I would have to look and see. They load out
of a river facility. So I'm not — that doesn't look
right to me.

Q. And as I understand it, depending on the
location of the particular provider, the coal is
delivered to barge transport, which then travels the
Chio and Mississippi Rivers until it arrives at the

IMT terminal in New Orleans. Is that correct?
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A. Can you rephrase that for me, please?

Q. I'll try. As I understand it, with respect
to those companies who deliver coal that follows the
river route, that typically is delivered to barges
that travel the Ohio and Mississippi Rivers until it
arrives at the IMT terminal in New Orleans.

A. That is correct.

Q. And depending on the location, some
companies may use the Kanawa River loading terminal in
that process?

A. Yes, that's correct.

Q. And is it true that all of the coal that is
shipped by river»barge is then transloaded onto
oceangoing vessels at the IMT terminal for transit
across the Gulf?

A. Yes, sir.

Q. And again, as I understand it, the coal that
arrives from South America also is delivered first to
the IMT terminal in New Orleans.

A. They come either to IMT or to Mobile. We
purchase Colombian coal out of both IMT and Mobile.

MR. POUCHER: Could we go off the record for
just a second?
MR. McGLOTHLIN: Iet's go off the record.

(Discussion off the record.)
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BY MR. McGLOTHLIN:

Q. Based upon a conversation held off the
record, Mr. Pitcher, is there a clarification that you
need to make?

A. Yes. The rail delivered coals listed as
Central, that is a rail delivered product, Central
Appalachian Mining Company.

Q. And that's a different entity than the one
listed on the left-hand side of the diagram; is that
correct?

A. That is correct.

Q. All right. In the middle of the diagram,
there's a reference to Drummond Coal. Where is
Drummond located, and how do they deliver their coal?

A. We purchase Colambian coal from Drummond FOE
the gulf barge in Mobile.

Q. Now, following the waterborne route, you'll
see on this diagram a numerical value associated with
the Mississippi River barge. Can you confirm that
that's either exactly or approximately the current
rate for delivery by barge to the IMT terminal? Ahd
this is for the June 2005 pericd.

A. I would have to check. It looks in the
ballpark.

Q. Okay. And ballpark may be sufficient for
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today's purposes.
Now, there's a numerical value shown for the
IMT terminal function. Do you see that?

A. I do.

Q. And does that look to be approximately the
current cost of transloading from the IMT terminal?

A. For certain transfers, yes.

Q. And there's also a numerical value shown for
delivery by gqulf barge once it has been transloaded.
Is that approximately the current cost for that
segment?

Au That's a close approximation.

Q. There's also a numerical value shown for the
cost of delivering by rail to Crystal River. And
currently would this be the approximate cost per ton?

A. It's a ballpark figure, yes.

Q. Okay. There are also numerical values for
the cost per ton of the commodity from each of the
coal mining companies shown. If ‘you know, would these
be accurate currently?

A. Without seeing the individual contracts, I
don't think I could tell that you they're accurate.
Ballparkwise, they look about right, without going
back and checking the individual prices.

Q. Okay. Well, we have those contracts here in
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the room, so perhaps during the break if you need to
refer to the contracts to verify that these are the
correct numerical values, we'll ask you to do that.

A. Sure.

MR. McGLOTHLIN: Let's assign an exhibit
number to this. The Ballpark Transport Costs for
Coal document it will be Exhibit 5.

(Deposition Exhibit Number 5 was marked for

identification.)

MR. McGLOTHLIN: We'wve now provided you
another document, which will become Exhibit
Number 6.

(Deposition Exhibit Number 6 was marked for

identification.)
BY MR. McGLOTHLIN:

Q. And again, this contains information that
Progress Energy Florida has designated as
confidential. This one is'captioned "Progress Energy
Coal Contracts.” I'll give you a moment to look that
over before I ask you a couple of questions about it.

A. Okay.

Q. Mr. Pitcher, the document that we've marked
as Exhibit 6 is a list of the sources of coal and some
information regarding the terms of the contracts

between Progress Energy and the individual companies
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listed that have been taken from the contracts. And
based upon your earlier response, I suspect you'll
want a chance to compare these to the contract
documents that are in the room to verify that this
excerpt that we;ve presented in tabular form
accurately reflects the terms of the contracts that
were provided, so we'll just add that to the to-do
list during the break.

A. Okay.

MR. McGLOTHLIN: This will be Exhibit 7.
(Deposition Exhibit Number 7 was marked for
identification.)
BY MR. McGLOTHLIN:

Q. We have provided to you another document
which is Exhibit 7, and this one is captioned "FPSC
Form 423-1," and it shows a reporting month of
01/2005, or January 2005. Do you have that before
you? |

A. I do.

Q. Please turn to, at least in my copy, the

third page of this multipage document. And this is a

 confidential page, and it's captioned "Monthly Report

of Cost and Quality of Coal for Electric Plants,
Origin, Tonnage, Delivered Price, and As Received

Quantity." Are you there?
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A. Yes, I am.

Q. And I understand that you're not the person
primarily responsible for preparing the 423s, but do
you have a working familiarity with these documents?

A, Other than seeing the suppliers and the
prices there, that's all. I have nothing to do with
the Form 423s.

Q. Well, I'll represent to you that this
document was one of several that were provided by
Progress Energy in response to a request to see the
unredacted 423s. And if you will notice, on the
left-hand side,'the names of the providing entities
are listed, and in the columns to the right, there's
information regarding the mine location, the purchase
type, mode of transportation, quantity in tons,
effective purchase price, total transportation cost,
and FOB plant price. Do you see those?

A. T do.

Q. I want to focus on the fact that Progress
Fuels Corporation is one of the entities shown as a
supplier during the month of January, and I'll point
you to the effective purchase price in terms of
dollars per ton. The value there —— and we need to
talk about this, so I am going to get specific. In

that month, Progress Fuels Corporation provided coal
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at an effective purchase price of ’per ton. Do you
see that?

A. I do.

Q. And would you agree that the coal from
Progress Fuels Corporation is significantly more
expensive than any of the other coals delivered that
month?

A. How do you define significantly?

Q. Well, the next higher cost is . Do you
agree with that?

A. Yes.

Q. And the range is from B to i} vould
you agree with that?

A. Yes.

Q. I don't think I need to do any more than

- provide that information for the record.

Under the column called "Purchase Type,"
there are several described as MIC. Would you know
what MTC stands for?

A. Mid-term contract.
And STC would be what?
Short-term. I assume it's short-temm.

Q
A
Q. And would S be a spot purchase?
A Spot.

Q

The first question I have is whether these
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particular purchases were pursuant to the 2005 phone
call solicitation that you described in earlier
responses.

A. TWhich one are you referring to?

Q. I'm talking about the sales by Progress
Fuels Corporation of 29,765 tons and 10,325 tons at a
price of i per ton.

A. The price is what that contract is. I don't
know about the others, as far as quality is concerned.
It looks like that's the unofficial or informal RFP.

Q. Now, earlier I think you described that
informal REP as én mediun—term arrangement because it
was for a two-year period. |

A. ILet me qualify something. Actually, I was
incorrect in what I said. I believe -- and I'm going
to have to check to see. We made some spot purchases
by rail, and I don't know what these —— if these are
the spot purchases we made by rail or if they're the
contract.

Yes, they are rail. I know they were rail,
but the question is —— I know we did make some spot
purchases by rail, so those were not part of the
informal RFP.

Q. Okay. So far you've described the manner in

which Progress Fuels goes about securing coal under
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medium—term contracts through formal or informal
solicitations. What is the process that Progress
Fuels follows when it's looking for spot purchases?

A. We receive bids from various suppliers on a
monthly basis. Those bids are recorded and evaluated.
And if coal is needed, we will purchase the lowest
price coal available in any given month.

Q. You say that you receive bids monthly. Is

that an ongoing routine under which either your master

bidders or some subset of them know that you're

looking for information regarding the price under
which they would provide spot quantities in a given
month? |

A. They're basically categorized as unsolicited
bids. These’ate people who have trains that they want
to sell in any given month or quarter, and they either
send by mail or e—méil the quantities that they have
available. And some months we get none, and other
months we get quite a few.

Q. Well, in the month of January 2005, do you
know how many proposals.or bids you got for spot coal?

A. I do not. ‘

Q. Do you know whether Progress Fuels
Corporation made any effort to contact potential

suppliers and communicate a need or a desire to
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purchase on a spot basis? Is that ever done when
you're looking for spot coal?

A. It is done. I don't know that we did it in
this time period that you're talking about.

Q. Would you have any information or
documentation that would demonstrate whether providers
other than Progress Fuels Corporation submitted bids
or offers to provide spot coal during January 20057?

A.  We have all those records, yes.

Q. Okay. Would you provide that information by
a late-filed exhibit?

A. Yes.

MR. McGIOTHLIN: ILate-filed Exhibit Number 8
would be "Bids for Spot Coal, January 2005."

(Late-filed Deposition Exhibit Number 8 was

identified.)

THE WITNESS: Can we go off the record a.
minute, pleasé?

(Discussion off the record.)

THE WITNESS: I would like to clarify
-Something on this discussion that we were having
on this Form 243, where you talked about the two
spot purchases of made in January of 2005 and
you characterized them as significantly different
from what was purchased from Progress Fuels. I
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would like to point out that the purchases made

on all the others were made in different time

frames, and some as far back as 2003. So the
time frames are not compatible with what you're
looking at on this spot buy.

BY MR. McGLOTHLIN: .

Q. What were the time frames, if you know,
for —

A. B&W and Sequoia —— I can give you some of
them. B&W and Sequoia were part of the April 2004
RFP. Consolidated Coal, those were carryover tonnages
from a previous contract from last year. Massey Coal
Sales likewise was carryover tonnage from a previous
contract. The date of that contract might have been
2003. I think we would need to check that for you.
But they were significantly different time periods
than the purchase from Progress Fuels.

Q. Okay. What efforts would you have made,
either you individually or Progress Fuels Corporation
in its capacity of procuring fuels for Progress
Energy, to ascertain that ﬁl' reflected the market
price for coal in January of 20057?

A. BAs I described before, if we received bids,
as we receive bids in, we log them in and we evaluate

them. We will compare them with each other. We will
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also take a look at the various publications that are
issued. United Coal, Evolution, Handbook for Global
Energy, all three of those post daily prices for coal
for any given period of time, short-term as well as
out in the future, and we will peg to see if the coals
that are being offered to us are also within a market
range.

Q. In response to the interrogatory that we
looked at earlier, you indicated that with the
addition of the quantities of coal associated with the
informal RFP, Progress Energy closed out its open
position for 2005-2006. Do I recall that statement
accurately?

A. Yes. .

Q. If it had closed out its need for 2005-2006
through medium-term contracts, what leads to the need
to purchase on a spot basis in January 20052

A. During 2004, there were two tropical storms
and four hurricanes that effectively shut down- the
Gulf of Mexico and shut down the rail delivery system
on different occasions from early August to the end of
September.

Q. I want to focus on the column showing the
total transportation cost in dollars per ton. Earlier

you indicated that the value shown on what we marked
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as Exhibit 5 was the approximate or ballpark current
cost of delivering by rail. In the form for January
of 2005, the rail cost is — I'll use this temm,
significantly higher than the one shown on the
ballpark figure. Is there a reason for the
difference, if you know?

A. I really don't know. I have no idea where
those numbers came from.

MR. McGLOTHLIN: Okay. Let's look at

February 2005 for a moment. Have you provided

that to him already?

MR. POUCHER: No.

(Deposition Exhibit Number 9 was marked for
identification.)
BY MR. McGLOTHLIN:

Q. This is Exhibit 9, which has been marked as
confidential and treated as such. If you'll turn to
the page that is the counterpart to the one we looked
at earlier, which I think is about the fifth one —-

A. The one that lists Drummond Coal Sales?

Q. No.

A. The fifth one I've got says Drummond Coal
Sales. The sixth one says transfer, IMT facility.

Q. Well, let me re-count. How about the sixth

page?
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A. Okay. Sixth page.

Q. I was still talking in ballpark figures when
I said five.

This page is captioned, as was the other
one, "Monthly Report of Cost and Quality of Coal for
Electric Plants," and again the providers on the
left-hand column include Progress Fuels Corporation,
and again, the $ll'effective purchase price per ton
shown for Progress Fuels is the highest of any for the
month. And only one of these entries is shown as a
spot purchase, and it is not the $. value. Do I
understand correctly that these short-term contract
purchases would be part of the informal RFP that you
described earlier?

A, For Progress Fuels Corporation?

Q. Yes.

A. That is correct. Well, let me qualify that.
Short-term, number 4, on line number 4, that would be
the informal RFP.

Q. All right. What about number 57?

A. Number 5 is a small tonnage. I'm not sure
where that —- that's an awful small tonnage, so I'm
not sure where that tomnage would come from. And it
shows barge, so it's one barge. It may be from the

short—-term.

ACCURATE STENOTYPE REPCRTERS, INC.




O W N oy s W NP

T TR NS O TR N S N N S S S S T e = = O =
G > W N B O W @ ~J o0 U & W N B o

58

Number 6 is a different contract.

Q. Which contract is that?

A. Without looking at the contract and
checking, the price doesn't look familiar to me, so
I'm not sure.

And number 7 we were on.

Nurber 8, the Sl was another RFP, and
there's two [ifiJ. So those are a different time —
again, the qualification I make on this is that you
have the two §JJ prices, but then you have other
prices that are lower, but they were solicited and
purchased in different time frames. As an example,
the Guasare was purchased in 2003. |

Q. Well, T believe you said that the first of
4 entries was the informal RFP; is that correct?

A. Without checking, I couldn't answer to tell
you what contract that came from. I know the price of
* is what we discussed, but without checking the
contract, I don't see how I could tell you it
definitely came from that specific contract.

Q. Do you know whether ’ is the price that
was bid and accepted in the course of the informal
REP?

A. It is.

Q. Okay. And did I understand you to say
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earlier that Progress Fuels Corporation was the lower
cost of the two submissions to the informal RFP?

A. That is correct. There were three
submissions to the informal RFP, two purchased. One
was exceptionally high, and we just disregarded it.

Q. Is the second winner of that RFP listed
here?

A. It is not. -

Q. There were no purchases from that provider
for February?

A. For February, apparently not, if it's not
listed here.

Q. But that $. is not a spot purchase in this
instance?

A. It is not.

Q. A few minutes ago you said that the Guasare
transaction related back to 2003. But the purchase
type shown for the Guasare for February 2005 is that
it was a spot transaction, is it not?

A. TI'11 have to verify that for you. I'm not
really sure. You know, I may have misstated. We have
a contract with Guasare, and we've also bought spot
coal from them, so I would have to check the records.

Q. There are two entries for Progress Fuels

Corporation, both having a price of [
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A. Yes, sir.

Q. One is shown as a spot purchase and the
other a short-term contract. Can you elaborate on the
nature of those particular purchases?

A. No. I didn't prepare this Form 423, so I
can't —— you know, these purchase types, I'm not sure
if they're accurate or not. |

Q. All right. Do you know whether the market
price for spot coal in February 2005 was materially
different than the spot price for coal in
January 20057 |

A. Say that one more time, please.

Q. If you know, was the market price for coal
bought on a spot basis in February 2005 materially
different than the market price for coal bought on a
spot basis in January 2005, a month earlier?

A. Without checking, I would not be able to
comment on that.

Q. All right. Well, I'll change subjects for
the next series of questions. For the purpose of
several questions, would you describe what is meant by
the term "synfuel"?

A. Synfuel is a process where they —- well, you
know what? I don't think I'm one to give you what

synfuel is. I'm not in a position to describe to you
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what synfuel is or isn't.

Q. Well, for purposes of several general
questions, would you agree that synfuel is coal that
has been treated in a way that is designed to modify
its burning characteristics so as to meet the
requirements of tax credit provisions made available
by the IRS?

A. No, I'm not going to be able to do that for
you.

Q. Okay. Do you know whether Progress Fuels
Corporation procures and provides synfuel to Progress
Energy Florida?

A. At the present time, they do not.

Q. Do you know whether Progress Energy Florida
intends to burn any synfuel in 2005 or 20062

A, They do not.

Q. With respect to the contractual
arrangements, the existing contractual arrangements
between Progress Fuels Corporation and Progress Energy’
Florida, how does Progress Fuels recover its operating
costs from Progress Energy Florida?

A. I'm not —— I think you need to talk to
somebody in the accounting area as to how we recover
the operating costs.

Q. You don't know?
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A. I do not know.

Q. Are you familiar with the terms of the
existing contractual arrangement between Progress
Energy Florida and Progress Fuels?

A. I am.

Q. Are you aware that at least at one point,
the contract specified that Progress Fuels Corporation
would receive é return equivalent to the regulated
return authorized for Progress Energy Florida?

A. I'm aware that it says that in the contract,
yes.

Q. In terms of implementing the contract, what
return does Progress Fuels Corporation receive through
the contract currently?

A. I have no idea.

MR. McGLOTHLIN: Gary, is that particular
contract considered confidential?

MR. PERKO: Yes, I believe it is.

MR. McGLOTHLIN: Well, I suggest we take a
break that will allow you to do whatever
reference to the contracts you need to do to
verify our summary, and at the same time, I'll
see 1f T can cull some questions and bring this
thing to a close here.

(Short recess.)
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MR. McGLOTHLIN: Gary, I'll reiterate for
the record the conversation we had off the
record. I acknowledge that our request to see
the contracts was less than exhaustive, but I
will ask Progress Energy to provide, not as a
late-filed to the deposition, but to provide us
for review as a supplement to the document
request any of the contracts between Progress
Fuels Corporation and providers for delivery in
2005 that were not provided earlier. And I
understand you're going to take that under
advisement while you consult with your client.

And I believe with that, we've asked all our
questions today. Thank you for your indulgence
today.

MR. PERKO: Jennifer, how long do you think
you have?

MS. RODAN: About 30 minutes. And we need
to take a couple of minutes.

(Short recess.)

- CROSS-EXAMINATION

BY MS. RODAN:

Q. It's almost good afternoon, Mr. Pitcher.

Again, I'm Jennifer Rodan on behalf of the Florida
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I hate to start off asking for a late-filed
exhibit, but can you please provide us a late-filed
deposition exhibit listing the contracts in effect,
the foreign and domestic coal contracts in effect in
2004, just listing the party that the contract is with
and just whether it's FOB barge or FOB mine. This is
a lesser request than what OPC had requested. And to
the extent this information is included in what you
provide to OPC, then this would not be needed.

MR. PERKO: You're asking for 20047?

MS. RODAN: Contracts in effect in 2004, so

it may be a 2003 contract that's still in effect

in 2004. Are we on Number 107?

THE REPORTER: Ten.

(Late-filed Deposition Exhibit Number 10 was
identified.)

BY MS. RODAN:

Q. Please look at the February 2005 423 form
that OPC has already passed out, and also the exhibit
on ballpark transportation costs, which is Exhibit 5.
Tt's already marked. Go to pages 5 and 6 of the 423
form.

Just a minute.

Q. It's the February 2005.

A. February. Here it is. I'm sorry. What
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