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A. 

GULF POWER COMPANY 

Before the Florida Public Service Commission 
Prepared Direct Testimony and Exhibit of 

H. R. Ball 
Docket No. 090001-El 

Date of Filing: March 9, 2009 

Please state your name, business address and occupation. 

My name is H. R. Ball. My business address is One Energy Place, 

Pensacola, Florida 32520-0780. I am the Fuel Manager for Gulf Power 

Company. 

Please briefly describe your educational background and business 

experience. 

I graduated from the University of Southern Mississippi in Hattiesburg, 

Mississippi in 1978 with a Bachelor of Science Degree in Chemistry and 

graduated from the University of Southern Mississippi in Long Beach, 

Mississippi in 1988 with a Masters of Business Administration. My 

employment with the Southern Company began in 1978 at Mississippi 

Power's (MPC) Plant Daniel as a Plant Chemist. In 1982, I transferred to 

MPC's Fuel Department as a Fuel Business Analyst. I was promoted in 

1987 to Supervisor of Chemistry and Regulatory Compliance at Plant 

Daniel. In 1988, 1 assumed the role of Supervisor of Coal Logistics with 

Southern Company Fuel Services in Birmingham, Alabama. My 

responsibilities included administering coal supply and transportation 

agreements and managing the coal inventory program for the Southern 

Electric System. I transferred to my current position as Fuel Manager for 

Gulf Power Company in 2003. 
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Q. 

A. 

What are your duties as Fuel Manager for Gulf Power Company? 

My responsibilities include the management of the Company’s fuel 

procurement, inventory, transportation, budgeting, contract administration, 

and quality assurance programs to ensure that the generating plants 

operated by Gulf Power are supplied with an adequate quantity of fuel in a 

timely manner and at the lowest practical cost. I also have responsibility 

for the administration of Gulf‘s participation in the Intercompany 

Interchange Contract (IIC) between Gulf and the other operating 

companies in the Southern electric system (SES). 

Q. 

A. 

What is the purpose of your testimony in this docket? 

The purpose of my testimony is to summarize Gulf Power Company’s fuel 

expenses, net power transaction expense, and purchased power capacity 

costs, and to certify that these expenses were properly incurred during the 

period January 1, 2008 through December 31, 2008. Also, it is my intent 

to be available to answer questions that may arise among the parties to 

this docket concerning Gulf Power Company’s fuel expenses. 

Q. Have you prepared an exhibit that contains information to which you will 

refer in your testimony? 

A. Yes, I have. 

Counsel: We ask that Mr. Ball’s exhibit consisting of five schedules be 

marked as Exhibit No. __ (HRB-1). 

Docket No. 090001-El 3 Witness: H. R. Ball 
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During the period January 2008 through December 2008, how did Gulf 

Power Company’s recoverable total fuel and net power transaction 

expenses compare with the projected expenses? 

Gulf‘s recoverable total fuel cost and net power transaction expense was 

$559,188,790, which is $107,185,526 or 23.71% above the projected 

amount of $452,003,264. The higher total fuel and net power transaction 

expense is attributed to less fuel revenue than projected from power sales 

due to both a lower quantity and price for power sales than projected for 

the period. The actual total cost of generated power was below 

projections by $39,526,094, or 5.99%. The total net cost of purchased 

power and power sales was above projections due to a $37,320,695, or 

124.19% increase in purchased power costs and a $98,474,595, or 

42.97% decrease in power sales revenues. Actual net energy was 

12,606,079,782 KWH compared to the projected net energy of 

12,898,894,000 KWH or 2.27% below projections. The resulting actual 

average cost of 4.4359 cents per KWH was 26.59% above the projected 

cost of 3.5042 cents per KWH. This information is from Schedule A-1 , 

period-to-date, for the month of December 2008 included in Appendix 1 of 

Witness Dodd’s exhibit. 

During the period January 2008 through December 2008, how did Gulf 

Power Company’s recoverable fuel cost of net generation compare with 

the projected expenses? 

Gulf’s recoverable fuel cost of net generation was $620,647,170 or 5.99% 

below the projected amount of $660,209,264. Actual generation was 

Docket No. 090001-El 4 Witness: H. R. Ball 
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How did the total projected cost of coal purchased compare with the 

The total actual cost of coal purchased (excluding Plant Scherer) was 

$429,284,280 (line 17 of Schedule A-5, period-to-date, for December 

2008) compared to the projected cost of $399,438,634 or 7.47% above 

14,761,691,000 KWH compared to the projected generation of 

17,574,010,000 KWH, or 16.00% below projections. The resulting actual 

average fuel cost of 4.20 cents per KWH was 11.70% above the projected 

fuel cost of 3.76 cents per KWH. The lower total fuel expense is 

attributed to a lower quantity of fuel burned than projected for the period. 

The actual quantity of fuel consumed was 147,326,957 MMBTU which 

was 13.97% below the projected quantity of 171,254,303 MMBTU. The 

percentage of energy generated from higher-cost natural gas fired 

resources was 16.44%, which was 6.13% higher than the projected 

amount of 15.49%. The weighted average fuel cost for gas was $10.78 

per MMBTU, which is 6.02% below the projected cost of $1 1.47 per 

MMBTU. The weighted average fuel cost for coal, plus lighter fuel, was 

$3.32 per MMBTU, which is 15.68% higher than projected cost of $2.87 

per MMBTU. The fuel cost of generation (cents/KWH) is higher than 

projected for the period due to the higher percentage of generation from 

natural gas fired resources combined with the higher weighted average 

cost for coal. This information is found on Schedule A-3, period-to-date, 

for the month of December 2008 included in Appendix 1 of Witness 

Dodd’s exhibit. 
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the projected amount. The higher coal cost was due to a higher weighted 

average coal price for the period. The actual weighted average price of 

coal purchased was $80.06 per ton which is 17.74% above the projected 

amount of $68.00 per ton. The higher weighted average price of coal for 

the period was due to higher than expected prices for spot coal purchases 

during the period. The total cost of coal purchased at Plant Scherer was 

$28,642,289 (line 30 of Schedule A-5, period-to-date, for December 

2008). This is 5.13% lower than the projection of $30,190,299. The lower 

coal cost was due to lower quantity of coal purchased and a lower 

weighted average coal price for the period. The actual weighted average 

price of coal purchased was $2.12 per MMBTU which is 2.30% below the 

projected amount of $2.17 per MMBTU. The lower weighted average coal 

purchase price at Plant Scherer was due to lower prices for spot Powder 

River Basin (PRB) coal purchased during the period. 

How did the total projected cost of coal burned compared to the actual 

cost? 

The total cost of coal burned (excluding Plant Scherer) was $401,161,376 

(line 21 of Schedule A-5, period-to-date, for December 2008). This is 

1.38% lower than the projection of $406,795,252. The lower total coal 

cost was due to a smaller quantity of coal burned (13.90% below 

projections). This was offset by a higher weighted average coal burn cost 

(14.53% above projections) for the period. The total cost of coal burned 

at Plant Scherer was $27,112,639 (line 34 of Schedule A-5, period-to- 

date, for December 2008). This is 5.66% lower than our projection of 
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The total actual cost of natural gas bumed for generation was 

$1 88,423,601 (line 47 of Schedule A-5, period-to-date, for December 

2008). This is 14.24% below the projection of $219,706,300. The 

decrease can be attributed to lower than forecasted market prices for 

natural gas on a weighted average basis. The actual weighted average 

gas burn cost was $10.77 per MMBTU, which is 6.02% lower than the 

projected burn cost of $1 1.46 per MMBTU. 

Did fuel procurement activity during the period in question follow Gulf 

Power's Risk Management Plan for Fuel Procurement? 

Yes. Gulf Power's fuel strategy in 2008 complied with the Risk 

Management Plan filed on April 5,2007. 

Did implementation of the Risk Management Plan for Fuel Procurement 

result in a reliable supply of coal being delivered to Gulf's coal-fired 

generating units during the period? 

Yes. The supply of coal and associated transportation to Gulf's generating 

plants was secured through a combination of long-term contracts and spot 

agreements as specified in the plan. These supply and transportation 
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agreements included a number of purchase commitments initiated prior to 

the beginning of the period. These early purchase commitments and the 

planned diversity of fuel suppliers are designed to provide a more reliable 

source of coal to the generating plants. The result was that Gulf's coal- 

fired generating units had an adequate supply of fuel available at all times 

at a reasonable cost to meet the electric generation demands of its 

customers. 

For coal purchases during the period, what percentage was purchased on 

the spot market and what percentage was purchased using longer-term 

contracts? 

Excluding Plant Scherer Unit 3, total coal purchases for the period 

amounted to 5,361,896 tons. Gulf purchased 1,604,327 tons or 30% of 

this coal on the spot market. Spot purchases are classified as coal 

purchase agreements with terms of one year of less. Spot coal purchases 

are necessary to allow a portion of the purchase quantity commitments to 

be adjusted in response to changes in coal burn that may occur during the 

year. Gulf purchased 3,757,569 tons or 70% of this coal under longer- 

term contracts. Longer-term contracts provide a reliable base quantity of 

coal to Gulf's generating units with firm pricing terms. This limits price 

volatility and increases coal supply consistency over the term of the 

agreements. Schedule 1 of my exhibit consists of a list of contract and 

spot coal purchases for the period. 
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Q. Did implementation of the Risk Management Plan for Fuel Procurement 

result in stable coal prices for the period? 

Yes. Coal cost volatility was mitigated through compliance with the Risk 

Management Plan. Gulf uses physical hedges to reduce price volatility in 

the coal procurement program. Gulf purchases coal and associated 

transpottation at market price through the process of either issuing formal 

requests for proposals to market participants or occasionally for small 

quantity spot purchases through informal proposals. Once these 

confidential bids are received, they are evaluated against other similar 

proposals using standard contract terms and conditions. The least cost 

acceptable alternatives are selected and firm purchase agreements are 

negotiated with the successful bidders. Gulf purchased coal and coal 

transportation using a combination of firm price contracts and purchase 

orders that either fix the price for the period or escalate the price using a 

combination of government published economic indices. Schedule 2 of 

my exhibit provides a list of the contract and spot coal purchases for the 

period and the weighted average price of shipments under each purchase 

agreement in $/MMBTU. Because of the fixed price nature of longer term 

contract coal purchase agreements and the substantial amount of coal 

under firm commitments prior to the beginning of the period, there was 

only a small variance between the estimated purchase price of contract 

coal and the actual price for the period. There was a substantial increase 

in the price of spot coal during the period which resulted in spot coal 

prices being above budget. 

A. 

Docket No. 090001 -El 9 Witness: H. R. Ball 
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Did implementation of the Risk Management Plan for Fuel Procurement 

result in a reliable supply of natural gas being delivered to Gulf's gas-fired 

generating units at a reasonable price during the period? 

Yes. The supply of natural gas and associated transportation to Gulf's 

generating plants was secured through a combination of long-term 

purchase contracts and daily gas purchases as specified in the plan. 

These supply and transportation agreements included a number of 

purchase commitments initiated prior to the beginning of the period. 

These natural gas purchase agreements price the supply of gas at market 

price as defined by published market indices. Schedule 3 of my exhibit 

compares the actual monthly weighted average purchase price of natural 

gas delivered to Gulf's generating units to a market price based on the 

daily Florida Gas Transmission Zone 3 published market price plus an 

estimated gas storage and transportation rate based on the actual cost of 

gas storage and transportation Gulf paid during the period. The purpose 

of early natural gas procurement commitments, the planned diversity of 

natural gas suppliers, and providing gas suppliers with market pricing is to 

provide a more reliable source of gas to Gulf's generating units. The 

result was that Gulf's gas-fired generating units had an adequate supply 

of fuel available at all times at a reasonable price to meet the electric 

generation demands of its customers. 

Did implementation of the, Risk Management Plan for Fuel Procurement 

result in lower volatility of natural gas prices for the period? 

Docket No. 090001-El I O  Witness: H. R. Ball 
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Gulf purchases physical natural gas requirements at market prices and 

swaps these market prices for firm prices using financial hedges. The 

objective of the financial hedging program is to reduce upside price risk to 

Gulf's customers in a volatile price market for natural gas. In 2008, Gulf's 

weighted average cost of natural gas purchases for generation was 

$1 0.76 per MMBTU. This was 6.1 1% lower than the projection of $1 1.46 

per MMBTU (line 42 of Schedule A-5, period-to-date, for December 2008). 

Gulf was able to hold per unit fuel costs to very reasonable levels for its 

customers during a period of volatile market fuel prices by following its 

Fuel Risk Management Plan. The volatility of Gulf's natural gas cost has 

been reduced by utilizing financial hedging as described in the Fuel Risk 

Management Plan. As shown on Schedule 4 of my exhibit, the volatility of 

Gulf's delivered cost of natural gas over the past four-year period as 

measured by standard deviation was 2.165. The volatility of Gulf's 

hedged delivered cost of natural gas over the same four-year period as 

measured by standard deviation was 1.487. Therefore, the financial 

hedging program is achieving the goal of reducing the volatility of natural 

gas cost to the customer. 

For the period in question, what volume of natural gas was actually 

hedged using a fixed price contract or instrument? 

Gulf Power hedged 7,535,533 MMBTU of natural gas in 2008 using fixed- 

price financial hedges. 

Docket No. 090001-El 1 1  Witness: H. R. Ball 
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What types of hedging instruments were used by Gulf Power Company, 

and what type and volume of fuel was hedged by each type of 

instrument? 

Natural gas was hedged primarily using financial swaps that fixed the 

price of gas to a certain price. The total volume of gas hedged using 

financial swaps was 7,520,000 MMBTU. These swaps settled against 

either a NYMEX Last Day price or Gas Daily price. Gulf participated in 

one option deal during the period for a total volume of 15,533 MMBTU. 

Schedule 5 of my exhibit shows all natural gas hedge transactions 

incurred since the mid-year hedging report was filed with the Commission 

on August 14,2008. The type of hedging instrument used for each 

transaction is shown on this exhibit. 

What was the actual total cost (e.g., fees, commissions, option premiums, 

futures gains and losses, swap settlements) associated with each type of 

hedging instrument for the period Januaty 2008 through December 2008? 

No fees, commissions, or premiums were paid by Gulf on the financial 

swap hedge transactions during this period. An option premium of 

$4,035.91 was paid for the one option transaction which resulted in a total 

gain of $9,283.96 or a net gain of $5,248.05. Schedule 5 of my exhibit 

also shows the associated costs that were incurred for each hedge 

transaction since the mid-year hedging report was filed with the 

Commission on August 14, 2008. Gulf's 2008 hedging program resulted 

in a net financial loss of $1,737,726 as shown on line 2 of Schedule A-1 , 

period-to-date, for the month of December 2008 included in Appendix 1 of 
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Witness Dodd's exhibit. 

Were there any other significant developments in Gulf's fuel procurement 

program during the period? 

No. 

During the period January 2008 through December 2008 how did Gulf 

Power Company's recoverable fuel cost of power sold compare with the 

projection? 

Gulf's recoverable fuel cost of power sold for the period is ($1 30,690,405) 

or 42.97% below the projected amount of ($229,165,000). Total kilowatt 

hours of power sales were (3,932,205,166) KWH compared to estimated 

sales of (5,115,402,000) KWH, or 23.13% below projections. The 

resulting average fuel cost of power sold was 3.3236 cents per KWH or 

25.81% below the projected amount of 4.4799 cents per KWH. This 

information is from Schedule A-1 , period-to-date, for the month of 

December 2008 included in Appendix 1 of Witness Dodds exhibit. 

What are the reasons for the difference between Gulf's actual fuel cost of 

power sold and the projection? 

The lower total credit to fuel expense from power sales is attributed to a 

lower amount of KWH sold and lower replacement fuel costs than originally 

projected. Below budget prices for natural gas and a higher percentage of 

sales from lower-cost coal-fired generation during off peak periods reduced 

the fuel reimbursement rate (cents per KWH) paid to Gulf for power sales. 
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During the period January 2008 through December 2008, how did Gulf 

Power Company's recoverable fuel cost of purchased power compare with 

the projection? 

Gulf's recoverable fuel cost of purchased power for the period was 

$67,372,695 or 124.19% above the estimated amount of $30,052,000. 

Total kilowatt hours of purchased power were 1,776,593,948 KWH 

compared to the estimate of 440,286,000 KWH or 303.51% above 

projections. The resulting average fuel cost of purchased power was 

3.7922 cents per KWH or 44.44% below the estimated amount of 6.8256 

cents per KWH. This information is from Schedule A-1, period-to-date, for 

the month of December 2008 included in Appendix 1 of Witness Dodd's 

exhibit. 

What are the reasons for the difference between Gulf's actual fuel cost of 

purchased power and the projection? 

The higher total fuel cost of purchased power is attributed to Gulf 

purchasing a greater amount of KWH at attractive prices to supplement its 

own generation to meet load demands. The average fuel cost of energy 

purchases per KWH was lower than projected as a result of lower-cost 

energy being made available to Gulf for purchase during the period. In 

general the actual price of marginal fuel, primarily natural gas, used to 

generate market energy was lower than projected for the period. 

Should Gulf's recoverable fuel and purchased power cost for the period 

25 be accepted as reasonable and prudent? 
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A. 

Q. 

Yes. Gulf's coal supply program is based on a mixture of long-term 

contracts and spot purchases at market prices. Coal suppliers are 

selected using procedures that assure reliable coal supply, consistent 

quality, and competitive delivered pricing. The terms and conditions of 

coal supply agreements have been administered appropriately. Natural 

gas is purchased using agreements that tie price to published market 

index schedules and is transported using a combination of firm and 

interruptible gas transportation agreements. Natural gas storage is 

utilized to assure that supply is available during times when gas supply is 

otherwise curtailed or unavailable. Gulf's lighter oil purchases were made 

from qualified vendors using an open bid process to assure competitive 

pricing and reliable supply. Gulf adhered to its Risk Management Plan for 

Fuel Procurement and accomplished the objectives established by the 

plan. Through its participation in the integrated Southern Electric System, 

Gulf is able to purchase affordable energy from pool participants and 

other sellers of energy when needed to meet load and during times when 

the cost of purchased power is lower than energy that could be generated 

internally. Gulf is also able to sell energy to the pool when excess 

generation is available and return the benefits of these sales to the 

customer. These energy purchases and sales are governed by the IIC 

which is approved by the Federal Energy Regulatory Commission (FERC). 

During the period January 2008 through December 2008, how did Gulf's 

actual net purchased power capacity cost compare with the net projected 

cost? 
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The actual net capacity cost for the January 2008 through December 

2008 recovery period, as shown on line 3 of Schedule CCA-2 of Witness 

Dodds exhibit, was $29,239,357. Gulf's projected net purchased power 

capacity cost for the same period was $30,043,645, as indicated on line 3 

of Schedule CCE-1 of Witness Martin's exhibit filed September 4, 2007. 

The difference between the actual net capacity cost and the projected net 

capacity cost for the recovery period is $804,228 or 2.68% lower than 

originally projected. This lower actual cost is due to Gulf's slightly lower 

IIC reserve sharing costs, as well as higher capacity revenues generated 

from Gulf's market based capacity contracts and slightly higher 

transmission revenues related to opportunity energy sales. 

Was Gulf's actual 2008 IIC capacity cost prudently incurred and properly 

allocated to Gulf? 

Yes. Gulf's capaclty costs were incurred in accordance with the reserve 

sharing provisions of the IIC in which Gulf has been a participant for many 

years. Gulf's participation in the integrated SES that is governed by the 

IIC has produced and continues to produce substantial benefits for Gulf's 

customers and has been recognized as being prudent by the Florida 

Public Service Commission in previous proceedings and reviews. 

Per contractual agreement in the IC, Gulf and the other SES 

operating companies are obligated to provide for the continued operation 

of their electric facilities in the most economical manner that achieves the 

highest possible service reliability. The coordinated planning of future 

SES generation resource additions that produce adequate reserve 
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margins for the benefit of all SES operating companies’ customers 

facilitates this “continued operation” in the most economical manner. 

The IIC provides for mechanisms to facilitate the equitable sharing 

of the costs associated with the operation of facilities that exist for the 

mutual benefit of all the operating companies. In 2008, Gulf‘s reserve 

sharing cost represents the equitable sharing of the costs that the SES 

operating companies incurred to ensure that adequate generation reserve 

levels are available to provide reliable electric service to customers. This 

cost has been properly allocated to Gulf pursuant to the terms of the IIC. 
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I I Q. Mr. Ball, does this complete your testimony? 
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13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Docket No. 090001-El 17 Witness: H. R. Ball 



AFFIDAVIT 

STATE OF FLORIDA ) 

COUNTY OF ESCAMBIA ) 
1 

Docket No. 090001 -El 

Before me the undersigned authority, personally appeared H. R. Ball, who being 

first duly sworn, deposes, and says that he is the Fuel Manager at Gulf Power 

Company, a Florida corporation, and that the foregoing is true and correct to the 

best of his knowledge, information, and belief. He is personally known to me. 

Sworn to and subscribed before me this 6th day of March, 2009 
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GULF POWER COMPANY COAL SUPPLIERS 
January 1,2008 - December 31,2008 

Contract Coal Sumliers 
The American Coal Company 
lnterocean Coal Sales, LDC 
Glencore LTD 
Coalsales LLC (Plant Daniel) 
Glencore, LTD (Plant Daniel) 
Twentymile Coal Company (Plant Daniel) 
lnterocean Coal Sales, LDC (Plant Daniel) 
Oxbow Carbon & Minerals (Plant Daniel) 
TOTAL Contract Coal 

Swt Coal Sumliers 
Arch Coal Sales 
Magnum Coal Sales 
Consol Energy, Inc. 
West Ridge Coal Co 
lnterocean Coal Sales, LDC 
Converse Company 
Glencore LTD 
Coal Marketing Company 
Koch Carbon 
Alpha Coal Sales 
Constellation Energy Commodities 
Arch Coal Sales (Plant Daniel) 
Rio Tinto Energy (Plant Daniel) 
Twentymile Coal Company (Plant Daniel) 
TOTAL Spot Coal 

Tons Purchased (1)(2) 
717,663 

1,241,114 
457,046 
486,044 
461,950 
8,782 

1 1  1,861 
273,110 

Tons Purchased (1 M2) 
99,787 
313,800 
1061 63 
409,134 
73,708 
21,468 
30,420 
73,971 
40,495 
142,243 
9,248 
24,032 
20,421 
239,437 

GRAND TOTAL COAL PURCHASES 
(1) Excludes Plant Scherer. 
(2) Plant Daniel tons represent Gulf's 50% share of purchases. 

3,757,569 

1,604,327 

5,361,895 

00 1 



Gulf Contract Coal Supplies 

Supplier 
American Coal Company 
lnterocean Coal Sales 
Glencore LTD 
American Coal Company 
Weighted Average Price 
Coalsales LLC 
Twentymile Coal Co. 
Glencore, LTD 
lnterocean Coal Sales, LDC 
Oxbow Carbon 
Oxbow Carbon 
Weighted Average Price 

Gulf Spot Coal Supplies 

Supplier 
Arch Coal Sales 
Magnum Coal Sales 
Magnum Coal Sales 
Consol Energy, Inc. 
West Ridge Coal Co 
lnterocean Coal Sales, LDC 
Converse Company 
Glencore LTD 
Coal Marketing Company 
Weighted Average Price 
Koch Carbon 
Alpha Coal Sales 
Alpha Coal Sales 
Constellation Energy 
Weighted Average Price 
Arch Coal Sales 
Rio Tinto Energy 
Twentymile Coal Co. 
Weighted Average Price 

- Plant 
Crist 8 Smith 
Crist & Smith 
Crist & Smith 
Crist & Smith 
Crist & Smith 
Daniel (Gulf 50%) 
Daniel (Gulf 50%) 
Daniel (Gulf 50%) 
Daniel (Gulf 50%) 
Daniel (Gulf 50%) 
Daniel (Gulf 50%) 
Daniel (Gulf 50%) 

- Plant 
Crist & Smith 
Crist 8 Smith 
Crisl & Smith 
Crist & Smith 
Crist 8 Smith 
Crist & Smith 
Crist & Smith 
Crist & Smith 
Crist & Smith 
Crist & Smith 
Scholz 
Scholz 
Scholz 
Scholz 
Scholz 
Daniel (Gulf 50%) 
Daniel (Gulf 50%) 
Daniel (Gulf 50%) 
Daniel (Gulf 50%) 
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Shipped Guaranteed Weighted Avg w w 
-1 

w 

Quantitv (tons) Heatina Value 
717,663 12,000 

1,275,470 1 1,500 
457,046 11,800 

18,500 12.000 

486,044 8700 - 
8,782 1 1350 = 

461,950 11300 = 
111,861 1 1000 
163,420 11700 
109,690 12000 

Shipped 
Quantitv (tons) 

Guaranteed 
Heatina Value 

99,787 1 i,800 
205,923 12,000 
107,877 12,000 
106,163 12,000 
443,490 12,200 
73,708 1 1,300 
21,468 12,200 
30,420 12,800 
73,971 11,300 

40,495 
10,068 

132,175 
9,248 

24,032 
20,421 

239,437 

12350 
12500 
12500 
12500 

1 1,800 
8,800 
11,350 

I $4.110 re 

002 
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Gulf Natural Gas Purchase Price Variance 
Actual Gas Price vs. Market Gas Price 
For the Period January 2008 through December 2008 
Gas Purchase data taken from Schedule A-5 
Hedging Settlement Cost from Schedule A-1 

Gulf Gas Purchases 
Gulf Actual Gulf Actual FGT Zone 3 FGT Zone 3 

Monthly Gas Purchases Gas Storage Gulf Actual Gulf Hedged Weighted Avg Market Price 
+ 51.30 

Actual Gulf Actual Gas Hedge Weighted Avg snd Gas Purchases Gas Purchases Market Price Storage and 
Purchases Dellwred Cost Ssltlement COmmodlty Transportation DellVe~ed Cost Delivered Cost Commodity Transportation 

MMBtu (Total Dollars) (Total Dollars) YMMBtU YMMBtu YMMBtu YMMBtu YMMBtu YMMBtU 
Jan-06 1,617,413 $15,311,011 $532,730.49 $8.62 $0.85 $9.47 $9.80 $8.56 $9.88 
Feb-06 1,137,067 $1 1,074,380 $195,Mo.77 $8.65 $1.09 $9.74 59.91 $8.74 $10.04 

Apr-08 1,461,462 517,783,115 (5795,444.78) $10.25 $1.92 $12.17 $11.62 $10.36 $11.66 
May-08 1.842.405 $23,930,421 (51,375,869.18) $11.57 51.42 $12.99 $12.24 $11.47 $12.77 

Mar-06 1,420,372 $14,600,707 ($662,739.09) $9.39 $0.69 $10.28 $9.61 $9.44 $10.74 

Jun-08 1,5M,547 522,497,642 ($2,540,574.00) $13.49 51.48 $14.97 $13.26 $13.34 $14.64 
Jul-08 1,652,262 $21,546,659 ($2,817,259.00) $11.50 $1.54 $13.04 $11.34 511.31 $12.61 

Aug-08 1,528,609 $16,280,346 $6,557.00 $9.06 $1.59 $10.65 810.65 $8.76 510.06 
Sep08 1,279,152 $13,588,461 51,044,240.00 $9.08 $1.54 510.62 $11.44 $8.85 $9.95 
Ocl-08 2,378,672 516,904,670 $2,288,6&1.00 $6.97 $0.96 57.95 $8.91 $8.70 $8.00 
Nov-08 495,650 54,212,977 $2,536,215.00 $8.67 $1.83 $8.50 513.62 $8.46 $7.76 
Dec-08 1,099,590 $7,704,138 $3,326,145.00 $8.72 $0.29 $7.01 $10.03 55.88 $7.18 
TOTAL 17,415,201 5187,434,747 51,737,726.21 $9.50 $1.26 $10.76 I $10.86 $9.32 $10.62 



Florida Public Service Commission 
Docket No. 090001-El 
GULF POWER COMPANY 
Witness: H. R. Ball 

Schedule 4 
Page 1 of 2 

Exhibit No. (HRB-1) 

Natural Gas Burn Cost Variance and Hedging Effectiveness 
For the Four Year Period 2005 - 2008 
Hedging Settlement Cost from Schedule A-I 
Gas Cost of Net Generation and Gas Generation BTU’s burned from Schedule A-3 

Jan-05 
Feb-05 
Mar-05 
Apr-05 
May05 
Jun-05 
Jul-05 

Aug-05 
Sep-05 
OW05 
NOv-05 
Dec-05 
Jan-06 
Feb-06 
Mar-06 
Apr-06 
May-06 
Jun-06 
Jul-06 

Aug-06 
Sep-06 
Oct-06 
Nov-06 
Dec-06 
Jan-07 
Feb-07 

Gas Burn for 
Generation 

1336002 
1409337 
19041 45 
101 1455 
840700 

1360925 
1505817 
1-53 
1276908 
070861 

1306391 
410130 
551999 

1011459 
874555 
872221 

1303649 
1308645 
1653598 
1981 186 
1604815 
1815274 
1243602 
1065009 
1454861 
1776967 

Gas Cost of 
Generation 
Actual cps! 

$ 10,063,657 

$ 14,474,876 
$ 9,279,417 
$ 7,687,891 
$ 12,516,470 
$ 14,962,616 
$ 18,540,948 
$ 20,332,068 
$ 15,840,941 
$ 17,713,426 
$ 5,917,250 
$ 6,313,546 
$ 10,427,316 
$ 8,199,272 
$ 8,454,859 
$ 11,453,486 
$ 11,379,223 
$ 14,105,887 
$ 18,749.710 
$ 12,131,183 
$ 13,445,098 
$ 10,091,497 
$ 8,798,009 
$ 11,585,254 
$ 16,522,229 

$ 9,945,388 

Gulf Hedge 
Settlement 

3!Q!A 

$ 252,980 
$ 399,320 
$ 128,230 
$ (571,755) 
$ (432,340) 
$ (921,387) 
$ (1,359,870) 
$ (3,174,481) 
$ (5,434,906) 
$ (4,348,649) 
$ (4,447,534) 
$ (2,661,584) 
$ 52,040 
$ 894,967 
$ 2,369,750 
$ 976,400 
$ 1,348,845 
$ 1,879,290 
$ 3,020,757 
$ 1,960,976 
$ 2,816,400 
$ 1,515,633 
$ 856,611 
$ 1,022,893 
$ 1,221,103 
$ 887,712 

Gas Cost of 
Generation 

Hedaed Cost 

$ 10,316,637 
$ 10,344,708 
$ 14,603,106 
$ 6,707,662 
$ 7,255,551 
$ 11,595,083 
$ 13,602,746 
$ 15,366,467 
$ 14,897,162 
$ 11,492,292 
$ 13,265,892 
$ 3,255,666 
$ 6,365,566 
$ 11,322,283 
$ 10,569,022 
$ 9,431,259 
$ 12,802,331 
$ 13,258,513 
$ 17,126,644 
$ 20,710,686 

$ 14,960,731 
$ 10,948,108 
$ 9,820,902 
$ 12,806,357 
$ 17,409,941 

$ 14,947,583 

Gas Cost of 
Generation 
Actual Cost 
YMMBtu 

7.53 
7.06 
7.60 
9.17 
9.14 
9.20 
9.36 

11.03 
15.92 
16.17 
12.69 
14.12 
1 1.44 
10.31 
9.38 
9.69 
8.79 
8.70 
8.53 
9.46 
7.56 
7.41 
8.1 1 
8.26 
7.96 
9.30 

Gas Cost of 
Generation 

Hedged Cost 
J/M’MBtu 

7.72 
7.34 
7.67 
8.61 
8.63 
8.52 
8.52 
9.14 

11.67 
11.73 
9.50 
7.77 

11.53 
11.19 
12.09 
10.81 
9.82 

10.13 
10.36 
10.45 
9.31 
8.24 
8.80 
9.22 
8.80 
9.60 

004 



Mar-07 
Apr-07 
May-07 
Jun-07 
Jul-07 

Aug-07 
Sep-07 
ocl-07 
NOv-07 
Dec-07 
Jan-08 
Feb-06 
Mar-06 
Apr-06 
May-08 
Jun-06 
Jul-08 

Aug-06 
Sep-06 
ocl-06 
NOv-06 
Dec-08 
TOTAL 

Gas Burn for 
Generation - MMBtu 

2007565 
1346327 
836910 

1366522 
1602414 
1824517 
1328900 
1497567 
1330599 
998660 

1760307 
1151325 
1420931 
1399129 
1490478 
1434185 
1655661 
1586066 
1337160 
2378461 
444771 

1331474 
47,070,144 

Weighted Average Price 

Variance 

Standard Deviation 

Gas Cost of 
Generation 
Actual Cost 

$ 16,148,663 
$ 11,754,925 
$ 6,108,427 
$ 13,067,063 
$ 14,212,740 
$ 17,196,530 
$ 11,680,358 
$ 13,292,047 

$ 8,483,467 
$ 16,341,336 
$ 11,205,719 
$ 14,586,395 
$ 16,671,638 
$ 19,205,110 
$ 20,631,490 
$ 22,549,690 
$ 16,670,066 
$ 14,696,196 
$ 20,564,433 
$ 4,025,144 
$ 10,282,072 
$443,929,857 

$ 11,034,120 
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Gulf Hedge 
Settlement 

$ 1,030,480 
$ 103,000 
$ 71,000 
$ 336,600 
$ 1,179,680 
$ 1,299,000 
$ 1,119,300 
$ 441,225 
$ 666,000 
$ 820,133 
$ 532,730 
$ 195,041 
$ (662,739) 
$ (795.445) 
$ (1,375,869) 
$ (2,540,574) 
$ (2,617,259) 
$ 6,557 
$ 1,044,240 
$ 2,266,664 
$ 2,536,215 
$ 3,326,145 
$ 5,340,019 

Gas Cost of 
Generation 

Hedaed Cost 

$ 17,179,143 
$ 11,657,925 
$ 6,179,427 
$ 13,423,663 
$ 15,392,420 
$ 16,495,530 
$ 12,799,658 
$ 13,733,272 
$ 11,722,120 
$ 9,303,600 
$ 16,674,066 
$ 11,400,760 
$ 13,925,656 
$ 15,876.191 
$ 17,829,241 
$ 18,090.916 
$ 19,732,631 
$ 16,676,623 
$ 15,940,436 
$ 22,673,117 
$ 8,581,359 
$ 13,606,217 
$449,269,876 

Gas Cost of Gas Cost of 
Generation Generation 
Actual Cost Hedged Cost 

S/MMBtu S/MMBtu 

8.04 $ 
6.73 $ 
9.69 $ 
9.56 $ 
8.87 $ 
9.43 $ 
8.79 $ 
6.86 $ 
6.29 $ 
6.49 $ 
9.28 $ 
9.73 $ 

10.27 $ 
11.92 $ 
12.69 $ 
14.39 $ 
13.62 $ 
11.77 $ 
11.14 $ 
6.65 $ 
9.05 $ 
7.72 $ 

6.56 
6.61 
9.77 
9.62 
9.61 

10.14 
9.63 
9.17 
6.61 
9.32 
9.59 
9.90 
9.60 

11 3 5  
11.96 
12.61 
11.92 
11.76 
11.92 
9.62 

14.75 
10.22 

$ 9.27 $ 9.39 

$ 4.689 $ 2.210 

$ 2.165 $ 1.487 
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29 JPMORGAN 
30 JPMORW 
31 MrrSUI 
32 MrrSUl 
33 MrrSUl 
34 MlTSUl 
35 MrrSUI 
36 M S U l  
37 WSUI  
38 WSUI  
39 MDRQAN 
40 s u u  
41 Sv- 
42 S U W  

43 S Y m  

44 JPMORGAN 

48 BARCUYS 
49 BARCUIS 
M) M C U Y S  
51 SARCUVS 
52 ClBC 
53 clsc 
54 ClBC 
55 DEUTSUIE 
56 DEUTSCHE 
57 DEUTSCHE 
58 DEUTSCHE 
59 JPMJREAN 
M) JPMORGAN 
61 JPMORGAN 
62 JPMDRGAN 
83 S"mn 
e4 SY,.U 
65 S- 
€6 su- 
67 TOTUDCTM 
66 BARCUYS 
6 g  BARCUYS 
70 MRCtAVS 
71 SARCUYS 
72 C l K  
73 ClBC 
74 cmc 
75 ClBC 
76 0EUT-E 

76 DEUTSCHE 
n DEUTSUIE 



0 IO 

Lf 
9L 
5L 
VL 
EL 
ZL 

99 
59 
t9 
E9 
29 
19 
08 
65 
85 
LS 
85 
ss 
vs 
E5 
2s 
15 
os 
6V 
BD 
LV 
w 
ED 
W 
EV 
It 
1v 
Qv 

02 
61 
81 

El 
21 
11 
01 
B 
8 
L 
9 
5 
* E 
z 
1 



1 
2 
3 
4 
5 
6 
7 
6 
9 
10 
1 1  
12 
13 
14 
15 
16 
17 
16 
19 
x )  
21 
22 
23 
24 
25 
26 
27 
2s 
29 
M 
31 
32 
33 
34 
35 
38 
37 
38 
30 
49 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
58 
57 
Ea 
59 
Bo 
61 
82 

JPMORGAN 
JPMORGAN 

MKIIJI 
MrrsUl 
HmUl  
MITSUl 
WSUl  
MlTSUl 

MORQAN 
SVn" 
S Y l l U  
sun- 
SY*Y 
svuw 
sv- 

JPMORGAN 
BWKAMR 
eANK4MR 
BARCUVS 
8*AcuYS 
W C U Y S  
-vs 
BARCUYS 

ClW 
Clsc 
ClBC 

DEUTSME 
DEUTSCHE 
MUTSCHE 
D E U W E  
JPMORQAN 
JPMORGAN 
JPMORQAN 
JPHORGAN 
JPHORQAN 

SCOTU 
SCOTU 
S U U  

SY- 
S U U  
SYDU 

TOTU DECEMBER 

01 1 


