Santee
Cooper.

INTER-OFFICE COMMUNICATION

DATE : April 16, 2004
TO- Memo to File
FRCM: Patrick C. Runey

SUBJECT: Meeting on February 6, 2004, with Drummond Coal,
Maybank Shipping, and Santes Cooper, to discuss
the transportation of imported coal

ATTENDEES:Drummond Cosl - John McClellan
Maybank Shipping - Jack Maybank, Turner Fabian
Sancee Cooper - Bill McCall, Pat Runey, Richazd
Coehn, Guerry Grean

LOCATION: Sewee, S.C.

The purpose of the meeting was to discuss the eccnomics
of transporting and purchasing importsd fuels to Santee
Cooper's generating stations.

Jack Maybank, President of Mavbank Shipping Company has
indicated that they have recsived permits to establish a
deep draft mid-stream dry bulk transfer facility in the
Cegper River. This facility will allow  Scuth Carolina
industries tche ability to receive Panamax Ships (60,000
tons) of foreign coal that would bs discharged at a mid-

stream site in the Cooper River. The ooal will then be
transferred intoc river hopper barges up the Inter-coastal
Waterway to Santee Cooper's power plant sites. Drummond

Coal was present because it is a major importer of ZIoreign
coal and owns mining operations in Columbiz, South America.
Maybank Shipping and Drummond Coal are working together on
this possible operaticn. Jack Maybank indicatad that the
cperation would reguire approximately one million tons of
coal annually and require the discharge of barged coal into
Santee Cooper's railcars for delivery to the plant size. A
barge-to-plant facility would need to be ccmstructed at an
unloading point near the plant site.

During Novencoer, 2003, Santes Cooper testced
approximately 30,000 teona of Drummend's Columbia coal. The
Drummond coal is a lew-BTU (11,700 3TU) coal as compared Co
the typical coal purchased by Santee Coogper; however,
Drummoné believes this coal could help with the reduction of
NOx emissions. The &+test d&id not provide the economic
renefits nor reduction to NOx as expsctad, alchough Drummond
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had doubts about the results of the test. The comments fzom
Gernreracion csnecerning this test are attached. Drummond
belisves another test of approximately 60,003 tons of cosl
would show different resulcs and would like to be present
during the testing period. Santee Cogper was receptive to
another test and requested Drummend to submit a proposal for
this cest. Before the February meeting, Santee Cooper had
not received a proposal from Drummond to retest their cozl
since market conditions had changed.

24t the February meeting, John McClellan indicated that
Drummond may have some coal production in the £fourth
gquarter, 2004, for deing another test. B1ill MecCall scated
that Santes Cooper was ready to re-test the Drummond Coal
and would welcome Drummond's personnel to be present during

the testing. Bill also suggeatad that Drummeond Ceoal and
Maybank Shipping consider the transportation of both
importad coals and petcoke. These =zwec produgts gould

provide the volums regquired by Maybank Shipping to run this
operation. Sancees Cooper plans to incrsase its purchase of
peteoka in the future. The meeting ended with Drummcond
assigned to provide Santee Cooper a proposal for shipping
coal for this test. -

After the meeting, Bill indicated to Richard and GuerzTy
that under a rscent bid solicitation, Drummond's cgal offer
was $2.65 per ten higher than the lowest domestic cozal
offer. HNormally, imported coals have not keenn competitive
with the domestic ceoal purchases zand the imported fuela do
not gualify for the aynfuel credits that are available thru
2007. i1l ewplaired the synfuel credits with Richard and
Guezry.

Pat Runey met with Dennis Steul cof Drummcnd Coal on
February 20, 2004, who indicatad that Drummond did not have
coal producticn to do & re-test this year. On March 8§,
2004, Jack Maybank called Pat Runey and indicated that
Drummond Coal would like to provide an cffer to supply coal
in 20405,

On March 23, 2004, Santee Cooper raceived a spot coal
proposal from Drummond Coal for 2005 and 2006. The offsr is
actached. Based on our coal price forzcasts for domestic
coal in 2005, the offer from Drummond Coal would e highes
than the spot market by approximately S$9.00/ton. The cffer
was only wvalid for six (6) days! BSantes Cooper did not
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accept the proposal from Drummond. Santee Cocoper would
welcome a zretest of the Drummond Coal in 2005, but the
delivery date will depead upon thes market.
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Facsimile Communication

DATE: May 12, 2005

TO: Mike Couick 803/212-6606

FROM: James E. Brogdon, Jr., Senior Vice President and General Counsel
Phone: 843/761-7007

Fax Number; B843/781-7037

SENDING; 3 Pages (including cover)

Attached for your information is the leiter we have just faxed to CSFE.
Jim
JEBjr:kays

Attachment

CONFIDENTIAL NGTICS; Theinformation contained in this facsimils messags may be atomey privieged and confidential infermation end s mterded anly forthe usa
of the incividual ar entity named dbove. If the reader of this messzge is nol tha intended recipient, ar the employee ar agent recponeible to delverit to tha intended
recipient. you are hermoy notifed Mat any dissemination, distibution or copying of 1hlg communicstion is strictly prohibited, If you have recaived this communicaton in
BrTOr, please immediamiy nodly ue by talsnhone, and retum the original mesaage o us af the above address vie the U.S. Poatal Service. Thank you.



