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STAFF'S DATA REQUESTS 

Re: Docket No. 080001-E1 - Fuel and purchased power cost recovery clause with generating 
performance incentive factor. 

Dear Mr. McWhirter: 

On January 31, 2008, Florida Power & Light Company (FPL) filed a petition in the fuel 
docket to seek approval of an alternative to hedging. FPL has requested that this petition be 
considered prior to May 1 ,  2008. Staff is gathering information from various parties to the 
original hedging resolution to prepare a staff recommendation for a Proposed Agency Action on 
FPL's petition. Your client Florida Industrial Power Users Group's (FIPUG) input would be of 
assistance to staff in preparing its recommendation. Accordingly, staff requests that FIPUG 
provide responses to the following data requests. 

1 . Do you agree that whether mid-course percents favor mid-course corrections depends on the 
relation between the aggregate cost-recovery factor and aggregate expenses, which may reflect 
hedging gains or losses, expressed in cents/kWh? 

2. Do you believe that a utility's ability to petition the Commission for mid-course corrections to 
cost-recovery factors, when conditions warrant such petitions, is beneficial to rate payers'? to utilities'? 
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3. Attached is a copy of Exhibit TFB-4 referenced i n  Order No. PSC-02-1484-FOF-Et. Considering L.J  

the implementation of the Order and the experience with hedging during the past five years, is the r: 
infonnation contained in this docunient sufficient for purposes of risk management plan filings? If 7 
not, what changes should be made to risk management plan filings, and why? 

4. Order No. PSC-02-1484-FOF-EI, Page 6, Section 5 identifies the filing requirements of hedging 
results of the final true-up year for each investor-owned utility. Considering the implementation of the 
Order and the experience with hedging during the past five years, is the infomiation referenced in 
Section 5 sufficient for purposes of reviewing the effectiveness of fuel price hedging by utilities'! If 
not, what changes sh~u ld  be macle to risk m"genient plan filings, and why? 
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5 .  Is the year- to-year operation of the Commission’s annual fuel factor, in conjunction with the mid- 
course correction mechanism and physical hedging, the optimal method for controlling the volatility 
of fuel costs for utility customers? Explain. 

6. Is the year-to-year operation of the Commission’s annual fuel factor, in conjunction with the mid- 
course correction mechanism, and the terms detailed in Order No. PSC-02-1484-FOF - EI, the optimal 
method for controlling the volatility of file1 costs for utility customers? Explain. 

7. If neither of the price volatility control methods described in Questions 6 and 7 are optimal, please 
describe the method which is optimal, then describe the second best method, and your 
reasonsh-ationale. 

Please file the original and five copies of the requested information by Friday, March 14, 
2008, with Ms. Ann Cole, Commission Clerk, Office of Commission Clerk, 2540 Shumard Oak 
Boulevard, Tallahassee, Florida, 32399-0850. Please feel free to call me at (850) 413-6230 if 
you have any questions. 

Sincerely, 

c&$- 
Lisa C. Bennett 
Senior Attomey 

LCB:th 

cc: Office of Commission 
Division of Economic Regulation (McNulty, Lester) 
Docket 080001 -E1 - Parties 
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COMPONFNTS OF A U T I L I T Y ’ S  f U t L  PKOCUHtMENl^ K1SK MANAGEMENT PLAN 
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i d e n t i f y  o v e r a l l  q u a n t i t a t i v e  and q u a l i t a t i v e  r i s k  management ob jec t i ves ;  
I d e n t i f y  minimum quant i ty  o f  f ue l  t o  be hedged: 
I d e n t i f y  and quan t i f y  each r i s k .  general and s p e c i f i c .  that the u t i l i t y  
may encounter w i t h  i t s  f u e l  procurement ; 
Describe the  u t i l i t y ’ s  overs ight  o f  i t s  fue l  procurement a c t i v i t i e s ;  
Ver i fy  t ha t  t he  u t i l i t y  provides i t s  fuel procurement a c t i v i t i e s  w i t h  
independent and unavoi dab1 e overs1 ght ; 
Describe the u t i l i t y ’ s  corporate r i s k  po l i cy  regarding fue: procurement 
a c t i v i t i e s  ; 
Verify t h a t  the u t i l i t y ’ s  corporate r i s k  p o l i c y  c l e a r l y  del ineates 
i nd i v idua l  arid g r w p  transact, ion l i m i t s  and au tho r i za t i ons  f c r  a l l  fuel 
procurement a c t i v i t i e s ;  
Describe the  u t i l i t y ’ s  s t ra tegy  tu f u l f i  I I i t s  r i s k  management ob,jectives: 
Ve r i f y  t h a t  t h e  u t i l i t y  has s u f f i c i e n . t  p o l i c i e s  and procedures t o  
i rip 1 enient 1 t s s t ra tegy : 
Ind icate the number and type o f  personnel who a re  responsible for. 
f u l f i  1 l’irrg the u t i  1 i t y  ’ s  r i s k  management ob ject ives : 
Ve r i f y  t h a t  the u t i l i t y  has a s u f , f i c i e n t  number and typc o f  pcrsonnel who 
can f u l f i l l  i t s  risk. msrtagement ob jec t i ves .  
Describe the u t i l i t y ’ s  cos t  e f f e c t i v e  response to  each general and 
spec l f i c  r i s k  associated w i t h  i t s  fuel procurement: 
Describe t h e  u t i 1  i t y ’ s  r-eport ing system f o r  fuel procurernent a c t i v i t i e s :  
Ve r i f y  t h a t  t h e  u t i 1  i t y ’ s  r-eport‘ing system c o n s i s t e n t l y  and 
comprehensively i d e n t i f i e s .  measures. and monitors a1 1 forms o f  r i s k  
associated w i t h  fue l  procurement a c t i v i t i e s :  and 
I f  the u t i l i t y  has ci i r rer i t  l i m i t a t i o n s  i n  implementing c e r t a i n  hedging 
techniques t h a t  would prov ide a net  bene f i t  t o  ra tepayers.  provide t h e  
d e t a i l s  o f  B p lan  f o r  developincj the  resources, p o l i c i e s .  and procedures 
f o r  acqi i i r ing the ab-; l i t y  t o  use e f f e c t i v e l y  the hedging tecnriique. 


