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l GULF POWER COMPANIY 

I 2 Before the Florida Public Service Commission 
Prepared Direct T estlmon)r of 

I 
3 M. L. Gilchrist

Docket No. 940001-EI 
Date of Filing June 27, 1994 

I s 

I 
6 a. Please state your name and business address.

7 A. My name is M. L. Gilchrist. and my business adldress is 500 Bayfront

I
• Partcway, Pensacola, Florida, 3252(}.0328 .

I 10 a. By whom are you employed and in what capacity?

I 
11 A. I am Manager of Fuel and Environmental Attains for Gulf Power Company.

12 

I
13 a. Mr. Gilchrist. will you please desaibe your education and experience?

14 A. I graduated from Auburn University in , 958 with a Bachelor of Science

I IS Degree in Electrical Engineer!ng. I joined Gutt IPower Company in 1961 as a

16 Field Engineer. Since then, I have held various, positions with the Company,

I 17 including Power Sales Engineer, Division Sales Supervisor, Division

I
II Engineer, Supervisor of Fuel Supply, Assistant Plant Manager at Crist

19 Electric Generating Plant. and Manager of Interchange and Fuel Supply.

I 20 was promoted to my present position June 1, 1989.

21 

I 22 a. What are your duties as Manager of Fuel and E:nvironmental Affa rs?

I
23 A. I manage the fuel supply and environmental compliance activities of the

24 Company. My re ponsibilities indude fuel procllrement. fu I contract

I 2S administration, and fuel budgeting.

I 

I 
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a. Are you the same Lane Gilchrist who has previously testified before this

Commission on various fuel matters?

A. Yes.

a. Mr. Gilchrist. what is the purpose of your testimony in this docket?

A. The purpose of my testimony is to support Gulf Power Company's projection

of fuel expenses for the period October 1, 1994 to March 31, 1995 and to be

available to answer any questions that may occur conceming the Company's

fuel procurement I will also support the calculations of net fuel savings

achieved as a result of the 12-month suspension of deliveries under Gutrs

previous tong tenn coal supply agreement with Peabody Coal Company.

a. Have you prepared an exhibit that contains information to which you wiU ref er

in your testimony?

A. Yes. I have propared an exhibit consisting of two schedules. Schedule 1 of 

my exhibit is a tabulation of projected and actual fuel cost for the past ten

years. The purpose of this schedule is to illustrate the accuracy of our short

term projections of fuel and purchase power expenses. I will desaibe the

contents of Schedule 2 later in my testimony.

COUNSEL: We ask that Mr. Gilchrist's exhibit. consisting of two schedules, 

be marked as Exhibit No. __ (MLG-2). 
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Has Gutt Power Company made any changes to its projection methods for 

this period? 

No. 

Will there be any major changes in Gulfs fuel purchasing program during this 

period? 

Yes. Gulf Power has completed negotiations with Peabody COALSALES 

concerning changes in Gulfs long tenn coal supply prompted by the 

requirements under Phase I of the Clean Afr Act. These negotiations have 

resulted in termination of the old agreement with Peabody Coal Company 

and in a new agreement for a coal supply that will allow the Company to meet 

the requirements for Phase I. Peabody COALSALES wiU supply a blend of 

Venezuelan and Illinois coal sufficiently low in sulfur content to ensure 

compliance with Phase I of the Clean Air Acl The delivered cost of this new 

agreement coal is less than it would have been under the old agreement with 

Peabody Coal Company, and is induded in this projection. 

What is the significance of the new agreement to Gulf Power's Clean Air Ad 

compfiance strategy? 

Gulf Power's Clean Air Act compliance plan is to switch to lower sutfur coal to 

meet the requirements of Phase I. Gutf Power was able to negotiate with 

Peabody COAL.SALES for a lower sulfur coal for Plant Crist at no additional 

cost over the coal supplied under the prior agreement with Peabody Coal 

Company. In addition, the coal offered to Gulf by Peabody is ufficienUy low 

in sulfur so that the Company will be able to build a bank of S02 allowances 

for Mure compliance. 
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When will deliveries under the new Peabody agreement begin? 

Deliveries are scheduled to begin in July 1994 tallowing the conclusion of the 

suspension period under the Peabody Suspen!:ion Agreeme,,t that was 

s entered Into last summer. This suspension occurred as a result of non. 

6 

7 

I 

9 a. 

permanent force majeure conditions relating to a UMW strike and conditions 

on the river. 

What net S8\ ings has the Company achieved for its customers through this 

10 suspen,ion agreement and the purchase of re1placement coal from the spot 

ll 

12 A. 

13 

14 

mar1cet? 

We have now shipped and received almost all the replacement coal tonnage 

even though all of the accounting will probably not be completed until August 

The total net savings, subject to minor adjustments will be $14,479,865. At 

1s the time the decision to enter into the Suspem.ion Agreement was made, we 

16 

17 

11 a. 

19 

20 A. 

21 

22 

n a. 

2◄ 

25 A. 

l6 

projected savings of $12,358,227. 

Is there a schedule in your exhibit that shows how the suspension agreement 

net savings were determined. 

Yes. Schedule 2 of my exhibit is a compilation of the su pension agreem nt 

net savlll!JS as of this date. 

How much spot m rket coal do Gulf project it will purchase during the 

October 1994 through March 1995 period? 

W er projectln the purchase of pproxima1tely 1,549,901 ton • Th s 

r pr nts pproximat ly 62% of our proj ctiad purcha requirements. 
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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 duly sworn, deposes, and says that he is the Manager of Fuel and EnvirOMlental 

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 personally known to 

me. 

M�b�-x 
Manager of Fuel and Environmental Affairs 

Sworn to and subscribed before me this 14th day of June, 1994. 
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