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FLORIDA POWER AND LIGHT 
SUMMARY OF LEHMAN BROTHERS BANKRUPCY 
TEST YEAR ENDED JULy 31,2009 
KATHY WELCH AND YEN NGO 
SEPTEMBER 28,2009 

CONFIDENTIAL 

REDACTED 

i As a result of the Lehman Brothers' defaulting under the ISDA (International Swap Dealers 
'Z.. Associations, Inc.) Master Agreement in September 2008, Florida Power and Light Company 
, terminated its hedging transactions with Lehman Brothers Commodity Services. 

1FPL is in the process of settling with Lehman Brothers for the amQunt owed for strip trading. 
FPL uses strip trading when hedging positions for several months forward. A market participant 
can lock in an average price for several months at a time by simultaneously opening a futures 

? position in each of the months to be hedged through a single transaction. The average of the 
9 futures contracts over the period is the price level of the hedge. 

The estimated early termination settlement paid to Lehman Brothers from Florida Power and '1 
10 Light Company and its affiliate, Nextera Energy Power Marketing (NEPM), formerly known as 
If FPL Power Energy Marketing, in a letter agreement dated August 6, 2009 wa ' I I On 
/1.. Friday August 7, 2009 FPL made a settlement payment to Lehman as follows: 

13 

It

Ir 
1(' 
I" 

(A)
let " 
.20 
:J,' 

.2..'l. 

J.~ ~--~~-~,- BrothIlrS.------..,.l.'i 

=-~..........;...- (43-1/1-501 
The actual amounts included in the hedging filing made with the Commission in 2008 was• i. (43-1) and in 2009. • (43-1). This totals • I I (43-1) which is more 
than the amount paid of & .IJ (A). The settlement has yet to be approved by the 
bankruptcy court. While additional adjustments are not anticipated at this time, future 
adjustmerits may be necessary after final court approval based on the methodology and interest 
rates used in the calculation of the discounted amount. 

FPL determined these amounts by taking the volumes times for each transaction for each month 
(43-1/1-3). They took the difference between the Henry Hub price for the month the deal was to 
close using the Gas Daily Henry Hub (43-111-312) in the settlements column on September 26, 
2008. They then discounted these costs to get back to a September amount. On September 17, 
2008, the utility made replacement hedges. Since these replacement hedges were at a higher cost 
than the September 26 Henry Hub settlement prices, the utility took the difference between the 
cost of these hedges and the September 26, 2008 settlement prices and reduced the loss to 
Lehman Brothers for these amounts. An interest calculation was also added since the amounts 
have still not settled (43-112). Therefore, there was no effect of the bankrupcy. FPL would have 
had a loss even if Lehman did not go bankrupt because the cost of gas was higher when these 
futures were purchased than the prices in September 2008. By bringing the cost of the new 
instruments to the closing price, any gain or loss would have been what would have occurred if 
the bankruptcy had not taken place. 

WP 43 p. 5 



To verify that the company did replace the Lehman Brothers deals with other counterparties, the 
2.. deal units from WP 43-111-3 were totaled: 

WP 43-1/1-3 p. 3 
Total Lehman Units 
Total Replacement Units 

The deal prices and the settlement prices of some of the Lehman Brothers transaction and the 
replacement transactions were also recalculated to confirm that the company reduced the loss. 
No differences were noticed (WP 43-111-3/4). 

The legal fee (charged to account 923.200 Outside Services - Legal-in base rates and not in fuel 
clause) incurred in the settlement process up to September 2009 was $12,447.43 (43-118). It 
does not appear that any of these legal costs were charged to Nextera. FPL has decided to 
allocate 50% ofthe legal costs to Nextera (43-118-4). 

WP 43 p. 6 
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Total Amount Due: $ 6,223.72 
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