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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In re: Fuel and purchased power DOCKET NO. 030001-E1 
cost recovery clause with 
generating performance DATED: JULY 18, 2003 
incentive f a c t o r .  

RESPONSE OF PROGRESS ENERGY FLORIDA TO 
STAFF'S THIRD* SET OF INTERROGATORIES (NOS. 3 0  - 4 2 " )  

* Note: When propounded upon Progress Energy, these interrogatories 
were identified as Staff's Second Set, Nos. 8 - 20. Staff counsel 
advised that the interrogatories should have been identified as 
Staff's T h i r d  Set. Because the previously propounded and answered 
Second Set of Interrogatories contained Nos. 8 through 29, the 
interrogatories below have been renumbered as No. 30 through 42. 

30. Please provide, in ascending order of incremental f u e l  cost, 
Progress Florida's projected dispatch of its system resources 
for March, 2 0 0 3 ,  as of February 28, 2003. For each system 
resource identified, please indicate the  pro jec ted  f u e l  type, 
hours of use, energy provided, incremental fuel cost, and 
total fuel cost. 
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Response : 

* Note - Average rather than incremental fuel c o s t  has been reported. Unit 
incremental fuel cost refers to the cos t  for the next Mw at a specific point 
in time for a specific unit loading. Since this i n t e r roga to ry  requests cost 
data over a monthly period, during which unit l oad ings  vary widely, average 
unit fuel c o s t  (for the respective online hours) was deemed more appropriate 
and responsive to the  data request. 
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31. For each day of March, 2 0 0 3 ,  please provide Progress F l o r i  
projections, as of February 2 8 , -  2 0 0 3 ,  for the f o l l o w  
projected natural gas requirements; projected natural 
requirements to be acquired at fixed or pre-determined pri 
and the  projected average fixed or pre-determined price. 

Response : 
Projected Projected 

Natural Gas Requirements Projected 
Requirements At Fixed Prices Average Fixed 

Month Dav (MMBtul - (MMBtu) Price 

.da’s 
ling: 

gas 
x e s ;  

Mar-03 1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 

’ 21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 

1 
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Day 
1 
2 
3 
4 

3 2 .  For each day of March, 2003,  please provide Progress Florida‘s 
actual natural gas requirements, the amount of natural gas 
Progress Florida acquired in the spot  market, and the average 
spot market p r i c e .  

Actual Natural Gas 
Requirements (MMBtu) Spot Purchases 

131,181 0 
121,777 0 
122,525 0 
135,995 0 

Resnonse : 

26 
27 

100,710 0 $0.00 
99,578 0 $0.00 

y+$EEy?:; J 
$0.00 
$0.00 
$0.00 
$0.00 

97.402 I 0 I $0.00 

differ slightly from the 4 , 1 9 7 , 9 4 1  MMBtu’s reported on t he  A Schedules 
due to timing. 

33. Please indicate Progress Florida‘s minimum da i ly  natural gas 
requirements for each month from October, 2003, through March, 
2 0 0 4 .  
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Response : 

Natural Gas 
Requirements 

Month (MMBtu) 

34. Please indicate t he  amount of natural gas that Progress 
Florida has acquired as of May 3 1 ,  2 0 0 3 ,  f o r  use for each 
month from October 2003 through March 2 0 0 4 .  

Response : 
PEF has contracts in place f o r  the following MMBtu's to serve 
load from October 2003 through March 2004: 

October 2003 
November 2003 
December 2003 
January 2004 
February 2004  
March 2 0 0 4  

3 5 .  For each month from January through April, 2003, please 
provide the following information: 

1. Volumes of natural gas, residual oil, and electricity 
hedged using fixed price contracts o r  instruments (please 
identify units of f u e l  in MMBtu); 

Response : 

January 1,49 1,489 
February 1,347,332 
March 1,181,689 
April 843,570 
*Based on 6.57 MMBtu/bbl 

Natural Gas: Residual Oil? Electricity: 
1,171,306 0 
1,150,814 0 
1,536,323 I 0 

772,152 0 

2. Wedging instruments the  utility used (please describe 
each instrument identified); 

Response: Hedging instruments used were: 1) Fixed price 
transactions, 2) Zero Cost Collars ( B u y  a Call/Sell a Put 
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at a net c o s t  of zero dollars), and 3) Conversion from 
Inside FERC index to Gas Daily Midpoint. 

3 .  Volume and type of fuel hedged with each instrument; 

4 .  

5 .  

6. 

Average period of each hedge by month and by 
contract/instrument; 

Response : 
January - Both gas hedges at 31 days 
February - Both gas hedges at 28 days 
March - Both gas hedges at 31 days 
April - Gas hedge at 30 days 

For Residual Oil, the barrels hedged were not for a 
specific time period but on specific barge deliveries. 

Actual total cost ( e . g .  fees, commissions, options 
premiums, f u t u r e s  ga ins  and losses, swap settlements) 
associated for each hedging instrument; and 

Response: There were no transaction costs associated 
with the hedged volumes listed above. 

Indicate how the average period of each hedge referenced 
in part d., above, was calculated. 

Response: A fixed volume of gas supply was purchased for 
the entire month. For residual oil, please see response 
to interrogatory number 36, part 4. 

3 6 .  For each month from May, 2003, through March, 2004, please 
provide the following information for hedges in effect as of 
June 3 ,  2003: 

1. Volumes of na tu ra l  gas, residual oil, and electricity 
hedged using fixed price contracts or instruments (please 
identify units of f u e l  in MMBtu); 
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Response : 
NATURAL GAS: 

For  Residual O i l  and Electricity, there are z e r o  volumes 
hedged for this time period. 

2. Hedging instruments t he  utility used (please describe 
each instrument identified); 

Response: Hedging instruments are 1) Fixed pr i ce  
transactions, and 2 )  Caps (Limits t he  price PEF is 
required to pay for natural gas supply). 

3.Volume and type of f u e l  hedged with each instrument; 

Response : 
NATURAL GAS (MMBtu) : 

4 .  Average period of each hedge by month and by 
contract/instrument; 

Response: Each hedge was executed for the entire month 
(i.e. February 2004 = 2 9  days, March 2 0 0 4  = 31 days). 

5 . A c t u a l  total cost (e.g. fees, commissions, options 
premiums, €utures gains  and losses, swap settlements) 
associated with each hedging instrument; and 
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6 .  Indicate how the average period of each hedge referenced 
in part d . ,  above, was calculated. 

Response: A fixed volume of supply was purchased for the 
entire month. 

37. F o r  that portion of Progress Florida’s March, 2003, under- 
recovery not reflected in the rates approved through Progress 
Florida’s April, 2003, mid-course correction, please identify 
the percentage of the under-recovery attributable to the 
following: fuel price changes; heat rate changes; and volume 
changes. Please show all calculations. If Progress Florida‘s 
response would indicate that f u e l  switching between two fuels 
is a volume change rather than a fuel price change for 
purposes of the percentage calculations, please explain. 

Response: The projected under-recovery as of March 31, 2003 
in Progress Energy’s mid-course filing was $52.9 million. The 
actual under-recovery as of the same date was $85.4 million, 
for a difference of $32.5 million. Of t h i s  difference, $7.8 
million or 23.4% is due to a decrease in revenues, $20.8 
million or 64.6% is due to f u e l  price changes, $1.2 million or 
3 . 7 %  is due to a change in heat rate and $2.7 million or 8.3% 
is due to volume changes. (See Attachment A for the supporting 
calculation) 
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3 8 .  What percent  of natural gas volumes delivered to Progress 
Florida's generating units in March, 2003, were unhedged 
either physically or financially? Please show all 
calculations. 

Response: Total natural gas volume unhedged was - - MMBtu divided by t o t a l  volume burned of 4,197,941 
MMBtu) 

39. Please indicate the amount, if any, of Progress Florida's 
natural gas purchases in March, 2003, that were r e so ld  to 
another party and indicate the amount of such sales that were 
required by any contract existing prior to March, 2003. 
Please indicate where Progress Florida has represented such 
sales as credits to the fuel clause on Progress Florida's 
March, 2003, A Schedules. 

Response: Progress Florida resold 478,104 MMBtus to third 
parties in the month of March 2003. Of these, none were 
required under a contract that existed prior to March 2003. 
Natural gas resales are  not reflected on the A Schedules. 

40. What is Progress Florida's current strategy for hedging 
natural gas, residual oil, and electricity prices for October, 
2003, through March, 2004, in sufficient quantities to meet 
Progress Florida's objectives in its risk management plan and 
t he  direction afforded by Order No. PSC-O2-1484-FOF-E1, issued 
October 30, 2002, in Docket No. 11605-EI3 

Response : 
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41. What changes, if any, does Progress Florida expect in 2003 and 
2004 with respect to its natural gas storage capabilities and 
fuel switching capabilities? If changes are expected, how and 
when does Progress Florida expect such changes will impact 
f u e l  costs. 

4 2 .  What was Progress Florida's ending inventory for natural gas 
f o r  April, 2 0 0 3 ?  

Response: Progress Flo r ida  did not have ending inventory f o r  
natural gas since it does not own storage. 



c M
 

I
 

$
g
$
 

b
o

o
 

m
o

o
 

m
o

o
 

ri 0 


