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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

IN RE: Fuel and Purct.ased Power cost ) 
Recovery Clause with Generating) Docket No. 940001-EI 
Performance Incentive Factor ) 

____________________) 

Certificate of Service 

I HEREBY CERTIFY that a true copy of the foregoing was 
furnished by hand delivery or the U. S. Ma,il the /qtl- day of 
May, 1994 on the following: 

Martha Brown, Esq. 
Florida Public Service Commission 
101 East Gaines Street 
Tallahassee, FL 32399-0850 

Jack Shreve, Esq. 
Office of Public Counsel 
111 w. Madison Street 
Suite 812 
Tallahassee, FL 32399-1300 

James McGee, Esq. 
Florida Power Corporation 
P. 0. Box 14042
St. Petersburg, FL 33711

Matthew M. Childs, Esq. 
Steel, Hector & Davis 
215 South Monroe, Suite 601 
Tallahassee, FL 32301-1804 

Joseph A. McGlothlin, Esq. 
McWhirter, Grandoff & Reeves 
315 S. Calhoun St., Suite 716 
Tallahassee, FL 32301 

Suzanne Brownless, Esq. 
2546 Blairstone Pines Drive 
Tallahassee FL 32301 

Lee L. Willis, Esq. 
James D. Beasley, Esq. 
Macfarlane Ausley Ferguson 

& McMullen 
P • O • Elox 3 91 
Tallahassee, FL 32302 

Robert S. Goldman, Esq. 
Messer, Vickers, Caparello, 

French and Madsen 
P • 0 • Elox 18 7 6

Tallahassee, FL 32302-1876 

David M. Kleppinger, Esq. 
McNees, Wallace & Nurick 
100 Pirie Street 
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Harrisburg PA 17108-1166

Mark K. Logan, Esq. 
Bryant u Miller and Olive, P.A. 
201 s. Monroe St., Suite 500 
Tallahassee FL 32301 

G. EDibON , JR.
Florida Bar No. 61599
JEFFREic A. STO
Florida Bar No. 325953
TERESA E. LILES
Florida Bar No. 510998
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Pensacola, FL 32576
(904) 4132-2451

Attorrneys for Gulf Power Company
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GULF POWER COl�PANY 

Before the Florida Public Service Commission 
Prepared Direct Testirinony of 

M. L. Gilchrist
Docket No. 9 000�1-EI 

Date of Filing: May 20, 1994 
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GULF POWE R COMPANY 

B
e

for e  the Flori da Pu blic S ervice 
Comm ission

Prepa
r ed Dir ect Testim ony of 

M. L. Gilchrist
Docket No. 9

40 001-EI 

Date of Fi ling: May 20, 1994 

Please state y"4X name and bul1nna addresl.

M y name 
Is Malcolm Lane 

Gilchris t and my business address ls 500 

Ba
yfr

ont Parkwa y, 
Post Office 

B
o x  1151 ,  Pensacola, Florida 32520-0328.

By 
whom are you em plo y ed  and in what capacity? 

I am the 
Manager of 

F
uel and Environmen tal Affairs for Gulf Power

C
ompany.

M
r.

Gilchrist. wi
U 

you p lease desai be you r  e du cation an d experience ? 

I 
gradua ted from A

uburn 
U
niv ersity in 1958 with a Bache lor of Science

Degree in E
lectrical E

nginee
ring . I joined Gu lf Power Company in 1961

as a F
ield E ngineer. Since then, I have held va rious positions with the 

Com pany,
including 

P
ower Sales Eng neer. Divis i on Sales SupeNisor. 

D ivision
Engineer, 

Su
pe

rvisor o f  Fuel Su pply. Assistant Plan t Mana ger,

Cris t  E lectric Genera ti
ng P

la nt; and Manage r o f In terchange nd Fue l  

Supply. I was promoted to my pre se n t position in June 198 9. 
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D ock et No. 940001 -!IW itn e aa: M. L. Cilc hriat

Page 2 
Wha

t 

are you r  duties a s  Manager of Fuel and E nvir onmentaJ Affairs?I manag e  the fue l supply and environmenta l  complia nce activities 
o
f theCompan y, My r es ponsibil ities  indude fuel procur ement, contract

administra tion. and budgeting .

Are you the same Mak:olm Lane Gkh rist who has previously testified
before this Commlaak,n on various fuef ma tters? 

Yes. 

Mr. Gik:tvtst. wha t is the 
pu rpose  of YOlK 

t
estimony in this docket?The pwpose o f my tes timony

la to awnmartze Guff Power Company's fuele xpenses and to ce rtify that these e xpenses were property 
inaJrred during the period October 1993 through March 1 994. Al so, it is my iitent to beavailable to answer an y  QU9$tiona that may arise among 

the 
pa rtiesto this

docke t conce rning Gulf Power Company's fuel e xpenses
.

Have y ou prepar ed  an exhibit that con tains  information to which you will
refer in your tes tim

ony? Yes. I hav e prepa red an exh ibi t  consis ting of one Schedule
.

Counsel: We ask that M r. Gilchrist's exh ibit consisting of 1 schedulebe martutd as Exhi
bi t  No. 

____ _  (M L� 1)
. 



I !Docket No. 940001-EI

Witne1ts: M. L. Gilchriat
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I
a. During the period Odober 1, 1993 through Man:.h 31, 1994, how did

2 Gulf's actual fuel expenses compare with the b1.1dget or projected

I 3 expenses?

.. A. Gulf's actual fue1 expense was $83,166,255 as 1compared with the

I s projected amount of $89,286,559, or under our estimate by 6.85%. Gulf's

I
6 total net system generation was 4,057,360 MWIH compared to the

7 projected generation of 4,687,360 MWH or 13.◄�% less than predicted.

I I The resulting total fuel cost per KWH generated! was 2.0498¢/KWH or

9 7.60% over the projected amount of 1.9050¢1K'NH. The Company's

I 10 generation was below predicted level due to the, purchase power being

I
11 361.6% over budget The Company was able to purchase power for an

12 average of 1.9566¢/KWH compared to an avenage generation cost of

I
13 2.0498¢/KWH.

14 

I 15 a. How did the projected purchase cost of coal cotmpare with the adual

I 
16 cost?

17 A. For the period, Gulf's average unit cost of coal Ipurchased was 0.05% less

I
ll than projected or practically the same as projec:ted ..

19 

I 20 Q. Mr. Gilduist, did Gulf Power make any significa1nt changes in its fuel

I 
ll purchasing program during the twelve months ◄!nding March 1994?

22 A. Yes. An extensive amount of coal testing was 1carried out at both Plant

I
23 Crist and Plant Daniel in order to establish new coal sources. In addition,

24 due to a number of cirwmstances (induding a strike by the United Mine

I 2S Wortcers of America and the effects of the Clean Air Act Amendments of

I 

I 
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exec;\lled wllll lhe p eat,o<IY  C oal  compallY tor Ille period J IIY  1
, 
1 993

thfOUOh 
J
une 3 0, 1 994. 

Wt'tM -Ille effect ol lhe � agreem ent witt1 peat,o<IY coal 

c ompany? 
The agreement .imply� lhe 

� 1
hal �

.,.,.,.... _. 
_, mad8 (IUlinO lhe period unde(lhe c,,,r,r,,tf(• lonct 

lefffl coal SUl)lll'I agreement
• peat,odY- oum11 ""

� period, 

Gulf 
procured coal on lhe sc,ol """"8' to replaC8 lhe � peat,odY 

�
�- uno:ter lhe egreemenl G

ull 
made a -timB 

I 11 
payment al $1 6,269,423 to peat,odY- Gulf anlic:;ipal8d 1hal lhis payment

and lhe auspenslon agreement� pe<ffill lhe c;om panY to ""'"8"" ne \  
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ed tt,rou;h Iha 

� agreement ..,cl lhe purd,a$8S of replaC81" en
l

_,r,

No, not al lhis tiffl
e

. This IIUO'UI> � o<ily addre'""5 \he ad>J8I 
iuel 

addfe$S tt'8 

_.,....ion �  and lhe rela eel savl nll  in my proledi"" \eSlifllOIIY 

e J une- By 1hal time, we hop8
10 

be at,1e to addreS" 

ved 8S 
of 

the ac;tua\ reSlJ llt! \hr()UOh :"/ 1 994• due to t,e filed 
the sav\noS 



I 

I 

I 

I 

I 

Docket No. 940001-EI 
Witneaa: M. L. Gilchriat

Page 5 

a. What coal supply changes are talong place at Plant Daniel?

2 � Plant Daniel has been testing a number of Powder River Basin {PRB) and

3 other western tow sulfur coals duing the past year. The goal has been to

◄ establish a new, lower cost coal supply. The current fuel supply program

s is called a seasonal PRB fuel program. During the off peak season, when

6 ful plant capacity is not normally needed, the plant wil bwn tower cost

7 PRB coal. Olling the peak &eason, when fuR plant capacity is required,

I 

9 

10 

11 

12 

13 

l◄

IS 

16 

17 

ll 

19 

20 

21 

2l 

23 

2◄ 

25 

the plant wil bum high Btu western coal.

a. Do you mean that Plant Daniel wil operate below its rated capacity on

PRBcoaJ'I

A. Yes. Plant Daniel ls unable to reach its rated capacity while burning PRB

coals. However, high Btu coal is being stockpiled so that the units can be

changed over within 8-1 O hours and achieve fuU capacity if needed. As

the plant gains experience in burning the PRB coal, we expect the plant to

inaease its capacity. Plant Daniel will be transition ng to the seasonal

PRB coal supply during 1994.

a. How much spot coal did Gulf Power Company purchase during the period

ending March 31, 1994?

A. Gutt pu-chased 1,580,346 tons or 84% of its supply from the spot coal

market My Schedule 1 of Exhibit No. ____ (MLG-1) consists of a

list of contract and spot coal suppliers for the period ending March 31,

1994.
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How are coal prices de term in ed u nder Gulf's long-term contracts ?
U nder all of Gulf's l ong -term coa l con tract s, Gu ff  pa ys  a

base 
price per ton 

plus coat escalations that have occurred since 
the coal contract began.

The base price with co st escalations type con tract  is a long term agreement on ql&ltity, quality, and escala tion  factors that provides the 
buyer with an assured source of coal of known quality. T heprice

of coalsupplied under this type o f con tract wil not go up and down with anent 
martcet conditions 

Should Gulrs fuel pur chase cost f or  the period 
be accepted as 

r
easonableand prudent? 

Y es . Gulf's coal purchases were pri marily ei ther from coal vendors with 
long term contracts s ubject to cost e scala tions or from a compe titively bid
spot pwchase order. These coa l  v endors were select ed  by procedures
designed to provide an as sur ed quan ti ty of coal of a known quality f ora
specific tenn at the lowe st a vailat>,e delive red co st G utt  has adm inistered
the p rovisions of these con tracts and pu rchase orde rs  appropriately. All
of Gulf's oil pu,::hasea were from oil v endors sel ected by open bids to
lnswe the most economical p rice of oU. 

Mr. Gildvist, does this condude you r  t estimony?
Yes. 
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STATE OF FLORIDA ) 
) 

COUNTY OF ESCAMBIA ) 

AFFIDAVIT 

Docket No. 940001-EI 

Before me the undersigned authority, personally appeared M. L. Gilchrist. who 

being first duty sworn, deposes, and says that he is the Manager of Fuet and 

Environmental Affairs of Gulf Power Company, a Maine corporation, and that the 

foregoing is true and correct to the best of his knowledge, infonnation. and belief. 

He is personaJly known to me. 

Manager of Fuel and 
Environmental Affairs 

Sworn to and subsaibed before me this 19th day of March, 1994. 
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Florida Public Service 
CommiaaionDod<et No. 940oo

1

·
EI GULF POWER COMP
ANY 

Wrtneas :  M. L. G i,dvist 
Exh ibit No.�--- (M LG- 1)Schedule 1 
P age  1 of 1 

GUL F

POWER COMPANY
COAL S Uf>PLI ERS 

October 1, 199 3-Man:t, 31, 1 994

fU BCffN)ea 

CONJRAcr 

GOLDEN 
OAK 

MINING
D ECKER C OAL. 

SPOT PVBGHAses 
ANOALEX 

RE SOURC E SCLAREN DO N  COAL.SAL.es 
FRANKL.IN C

OAL. SALE SFREEMAN COAL KERR MCG E

E PHIBRO ENERG YTAFT COAL co CYPRUS WEST ERN .IAO ER SUGAR CAMP COSTAIN C
OAL 

C O
D R UMMO ND  COAL SAL.Es

Io,a RECEfYED

88,5 93.00{1)
21 5,01 2,Qg( t)301,605 .00 

31,005 .00121,41 2.00 296,452.00 162,038.00 61,11 9.00 299,584.00 257,91 0

.00 24,422.00 10,886.00(1 )129,216,()() 37,31
9.00

128,983
,QQ 1, 560.:us.oo

TOT AL
1,861,951,Qll

(1) G UffP
Company P0rtJon of n

t 0a Suppty. 


