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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

IN RE: Public Service Commission Docket No.: Undocketed
Management Review of Hedging Practices of Date: June 25, 2008
Investor-Owned Electric Utilities

)

REQUEST FOR CONFIDENTIAL CLASSIFICATION

GULF POWER COMPANY [“Gulf Power”, “Gulf”, or the “Company”], by and through
its undersigned attorneys and pursuant to Rule 25-22.006, Florida Administrative Code, hereby
files a request that the Florida Public Service Commission enter an order protecting from public
disclosure certain documents produced by Commission Staff and Gulf Power in connection with
a 2008 Management Review of Gulf Power’s fuel procurement hedging practices (PA-07-11-

007) (the “Review”). As grounds for this request, the Company states:

1. A portion of the information submitted by Gulf Power in response to
Commission Data Requests and also included in Staft’s work papers constitutes “proprietary
confidential business information” as defined by section 366.093(3), Florida Statutes.

2. Some of the information relates to contractual matters which would cause
irreparable harm to Gulf Power, the entities with whom it has entered into contracts and, most
importantly, to Gulf’s customers if such information was disclosed to the general public. This
information contains details concerning Gulf Power’s hedging activities, including specific cost
information and information relating to the calculation of credit ratings for hedging
counterparties. Disclosure of this information would adversely affect Gulf’s ability to conduct
its hedging activities to the benefit of its customers and would impair Gulf’s ability to enter into
contracts for the benefit of its customers. The information is entitled to confidential

classification pursuant to section 366.093(3) (d) and (e), Florida Statutes.
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3. A portion of the information contains summaries of internal audits regarding the
Company’s fuel procurement hedging program. This information is specifically protected from
disclosure by section 366.093(3)(b), Florida Statutes.

4. A portion of the information contains internal Gulf Power/Southern Company
policies and procedures relating to hedging and Generation Risk Management. This material
derives independent economic value from not being generally known to, or readily ascertainable
by, the public at large. Gulf also considers this material to relate to its “‘competitive interests” in
that public disclosure of this information could impair its ability to compete in the market
generally. This information is therefore entitled to confidential classification pursuant to section
366.093(3) (a) and (e), Florida Statutes.

5. Finally, a portion of the information contains details on how Gulf Power has
distributed its hedging purchases over time between 2003 and 2007. The information reveals the
Company’s internal strategy for timing its hedging purchases and public disclosure of this
information could potentially affect the pricing and availability of hedging opportunities for Gulf
in the market. Gulf therefore considers this information to be competitively sensitive pursuant to
section 366.093(3)(e), Florida Statutes.

6. The information filed pursuant to this Request is intended to be, and is treated as,

confidential by the Gulf Power and, to this attorney’s knowledge, has not been otherwise

publicly disclosed.

7. Submitted as Exhibit "A" are copies of the subject documents. The information
for which confidential classification is requested is highlighted in yellow. Exhibit "A" should be
treated as confidential pending a ruling on this request. Attached as Exhibit "B" are two (2)
edited copies of the subject documents, which may be made available for public review and

inspection. Attached as Exhibit "C" to this request is a line-by-line/field-by-field justification for



the request for confidential classification.

WHEREFORE, Gulf Power Company respectfully requests that the Commission enter
an order protecting the information highlighted on Exhibit "A" from public disclosure as
proprietary confidential business information.

Respectfully submitted this 25" day of June, 2008.

A U

JEFFREY A. STONE
Florida Bar No. 325953
RUSSELL A. BADDERS
Florida Bar No. 007455
STEVEN R. GRIFFIN
Florida Bar No. 0627569
Beggs & Lane

P. O. Box 12950
Pensacola, FL 32591
(850) 432-2451

Attorneys for Gulf Power Company




BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

IN RE: Public Service Commission Docket No.: Undocketed
Management Review of Hedging Practices of Date: June 25, 2008
Investor-Owned Electric Utilities

)

REQUEST FOR CONFIDENTIAL CLASSIFICATION

EXHIBIT "A"

Provided to the Commission Clerk under separate cover as confidential

information.
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EXHIBIT "B"



7a.

Gulf Power Company

Investor-Owned Electric Utilities’ Fuel Hedging Programs Review
Document Request Number: DR-1

Question # 7a

Page 1 of |

Please provide a list of any internal audits, external audits, or external studies conducted by, or
for, the company during the last 48 months regarding any aspect of the utility’s fuel
procurement hedging program. Please include the report date and title, a summary of the
findings, and the name(s) of the auditor(s).

ANSWER:

One internal audit was conducted in the specified period relating to Gulf s fuel procurement
hedging plan.

Title: 2003 Natural Gas Hedging Financial Review Follow Up

Report Date: December 13, 2004

Summary .
of Findings: This was a follow up to an audit performed more than 48 months ago. The

follow up determined that management had incorporated all of the action items
indicated in the prior audit, as follows:

1
Z
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Name of
Auditor: Emi Rahn, SCS System Auditor
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Gulf Power Company

Investor-Owned Electric Utilities’ Fuel Hedging Programs Review
Document Request Number: DR-1

Question # 10b

Page | of |

10b. Please provide all management reports produced in the past 36 months which measure, report,
and monitor the fuel procurement hedging program.

ANSWER:

See attachment 10b titled “Gas Hedge Evaluation”. This report is updated and reviewed with
Gulf’s fuel management team each month.
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YEAR 2002 2003 2004 2005 2006 2007 2008 MTM 2009 MTM 2010 MTM NET
NET SETTLEMENT 13238,750)  (54,862.077)  (50.652,155) ($22,571.977) $18,714,562 $9,204,688 ($803,704) ($709,390) ($137.190}  (35.055 343}
SUPPORT COSTS $0 $14,809 $21,112 $43,640 $105,754 $0 $0 $0 $0 $185,315
ANNUAL COST tS238750)  (34.847.268)  {$6.631.043) ($22,528.337) $18,820,316 $9,204,688 {$803,704) ($709.350) (S137.190) ($7.870.678)
PROGRAM TO DATE (a3 TUU (BE 066 019 311 717.061) (S34,245,398) (515.425,082) (36,405,703

Note: Mark to Market amounts are as of 1/15/2008

Gulf Power Financial Hedging Settlements
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3

GULF POWER 2003 GAS HEDGING PROGRAM

COST OF CURRENT GAS PROGRAM

GPIF ACTUAL HEDGING ACTUAL ACTUAL NET
MONTH GASBURN BUDGET GAS BURN (CREDITYDEBIT  NET NET  OVER/AUNDER)
MMBTU $ $ $ $ $'MMBTU $
January 1848027 $8,481,689 $11,577,860Q ($387,350) $11,190,510 $6.055 $2,708,821
February 1045376 $8,451,038 $7,643,924 $0 $7.643,924 $7.312 ($807,114)
March 17495 $6,675,965 $147,551 $0 $147,551 $8.434 ($6,528,414)
Apnl 1114093 $8,554,246  $8,386,689 ($885,000) $7,501,689 $6.733 ($1,052,557)
May 660838 $6,747,760  $5,954,939 ($1,491,945) $4,462,994 $6.754 ($2,284,766)
June - 1145731 $10,739,284  $9,139,701 ($1.510,000) $7,629,701 $6.659 ($3,109,583)
July 1560996 $11,938,328 $11,064,705 ($1.287,710) $9,776,995 $6.263 ($2,161,333)
August 1780984 $11,757,932 $11,750,965 $881,898 $12,632,863 $7.093 $874,931
Sept 1163330 $10,694,810 $7,881,786 $55,330 $7,937,116 $6.823 {$2,757,694)
October 849311 $7,140,425 $5,919,656 ($84,550) $5,835,106 $6.870 ($1,305,319)
November 1279333 $4,018,639 $8,015916 ($152,750) $7.863,166 $6.146 $3,844,527
December 1930951 $5,329,116 $11,494,816 $0 $11,494 816 $5.953 $6,165,700
TOTAL 14396465 $100,529,232 $98,978,508 ($4,862,077) $94,116,431 $6.537 ($6,412,801)
VALUE OF CURRENT GAS HEDGE PROGRAM
GPIF HEDGE ACTUAL HEDGE BUDGET
MONTH HEDGED GAS HEDGED BUDGET Mark to Bud BURN Mark 1o Market Variance
MMBTU $ $/MMBTU $ ¥MMBTU $ $/MMBTU
January 0 $0  $4.942 $0  $5.953 ($387,350)  $1.011
February o] $0 $4.854 30 $7.114 $0 $2.260
March 0 $0 $4.705 $0 $8.117 $0 $3.412
April 600000 $2,217,000 $4.578 $15,000 $7.4314 ($885,000) $2.853
May 600000 $2,217,000 $4.558 $27,000 $9.174 ($1,491,945) $4.616
June 800000 $3,265,000 $4.588 $321,000 $7.977 ($1,510,000) $3.389
July 1000000 $4,313,000 $4.658 $563,000 $7.088 ($1,287,710) $2.430
August 2000000 $10,275,500 $4.698 $2,695,500 $6.598 $881,898 $1.800
Sept 1800000 $9,227,500 $4.557 $2,659,300 $6.484 $55,330 $1.927
October 600000 $2,217,000 $4.578 $15,000 $7.100 ($84,550) $2.522
November 0 $0 $4.769 $0 $6.439 ($152,750) $1.670
December 0 $0  $4.966 $0 $5.953 $0 $0.987
TOTAL 7400000 $33,732,000 $4.755 $6,295,800 $6.875 (84,862,077)  $2.121

actual
actual
actual
actual
actual
actual
actual
actual
actual
actual
actual
actual

S| Jo g a3eg

$aUII[11[] 91N PAUM()-I0ISIAU]

MIIAY Fuidpay [onyg
Auedwo)) 19mod JIno

qO| Juswyoeny

3



GULF 2004 GAS HEDGE TRANSACTIONS

DATE Counterparty  Gulf Price JAN FEB MAR APR MAY JUN JuL AUG SEP ocT NOV DEC TOTAL
MMBTY MMBTY MMBTY MMBTY MMBTY MMBTY MMBTY MMBTY MMBTY MMBTY MMBTY MMBTY MMBTY

7/14/2003 ciBc $4.770 150000 150000 150000 150000 150000 750000
711602003 BankAmenca $4.780 150000 150000
7/116/2003 BankAmaenca $4 680 150000 150000
8/28/2003 cIBC $5.465 150000 150000 150000 450000
8/268/2003 Mitsut $4.835 150000 150000 150000 150000 150000 150000 150000 1050000
9/2/2003 BankAmenca $5.265 100000 100000 100000 300000
9/17/2003 ciBC $5.290 100000 100000 100000 300000
9/18/2003 BankAmenca $5.200 100000 100000 100000 300000
9/18/2003 ciBC $4.695 100000 100000 100000 100000 100000 100000 100000 700000
9/25/2003 Mitsui $5.090 100000 100000 100000 300000
10/1/2003 Mitsul $5.150 100000 100000 200000 400000
10/1/2003 Mitsui $4.710 50000 50000 50000 50000 50000 250000
10/20/2003 Mitsui $4.610 100000 100000 100000 100000 100000 100000 100000 700000
11/17/2003 Mitsui $4.600 100000 100000 100000 100000 100000 100000 100000 700000
1/26/2004 BankAmerica $5.695 250000 250000
4/15/2004 CIBC $5.890 50000 50000 50000 50000 200000
4/19/2004 Mitsui $5.775 50000 50000 50000 50000 200000
6/7/2004 Mitsui $6 240 100000 100000 100000 300000
6/8/2004 Mitsui $6 650 100000 100000 200000
6/28/2004 Barclays $6.745 50000 50000 100000
6/28/2004 Barclays $6.300 50000 50000 100000
&/28/2004 CIBC $6.760 50000 50000 100000
7/1/2004 Mitsut $6.600 50000 50000 100000
7/8/2004 Barclays $6.800 50000 50000 100000
7/15/2004 Mitsut $6.590 100000 100000 200000
712712004 Mitsui $6.700 50000 50000 100000
8/2/2004 BankAmenca $6.700 50000 50000 100000
8/6/2004 BankAmerica $5.670 100000 100000
/1672004 CiBC $6.600 50000 50000 100000
TOTAL QUANTITY 650000 650000 1000000 600000 650000 650000 850000 850000 1000000 750000 550000 550000 8750000
TOTAL S $3.419250  $3.419,250  $5358.000 $2,832,750  $3,066.750  $3,086,750  $4,274.000  $4,274,000 $5156.000 $3.716,000 $3,669,250  $3.669.250 $45921,250
AVG $/MMBTU $5.26 $5.26 $5.36 $4.72 $4.72 $4.72 $5.03 $5.03 $5.16 $4.95 $6.67 $6.67 $5.25
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Gulf Power Company
Investor-Owned Electric Utilities’
Fuel Hedging Review

GULF POWER 2004 GAS HEDGING PROGRAM Attachment 10b

NOTE: Budget pricing is from 2004 GPIF Budget run (includes transportation & storage).
Futures contract pricing is NYMEX Henry Hub

Fixed Transportation & Storage Fee =

$1.100

QUANTITY AND PERCENT OF BURN HEDGED Fegpa el I
L TOTAL BUDGET TOTAL TOTAL ACTUAL TOTAL
) MONTH HEDGE BUBRN HEDGE HEDGE BURN HEDGE
K MMBTU MMBTU % $/MMBTU MMBTU %
January 650000 1336982 48.62% $5.260 1384542 46.95% Actual
February 650000 1272044 51.10% $5.260 1567717 41.46% Actual
March 1000000 1370594 72.96% $5.358 874910 114.30% Actual
April 600000 1056582 56.79% $4.721 1807541 33.19% Actual
May 650000 941743 69.02% $4.718 1312682 49.52% Actual
June 650000 1743997 37.27% $4.718 1475599 44.05% Actual
July 850000 2010221 42.28% $5.028 1722915 49.33% Actual
August 850000 2041644 41.63% $5.028 1698957 50.03% Actual
Sept 1000000 1574206 63.52% $5.156 1466235 68.20% Actual
October 750000 894948 83.80% $4.955 1360460 55.13% Actual
November 550000 818853 67.17% $6.671 1491723 36.87% Actual
December 550000 618601 88.91% $6.671 1519236 36.20% Actual
TOTAL 8750000 15680415 55.80% $5.248 17682517 49.48%
NOTE: Budget burn is from 2004 GPIF Budget Run.
COST OF CURRENT GAS PROGRAM
ACT/DEPS HEDGING NET NET NET
MONTH BURN BUDGET MARKET CREDIT/DEBIT MARKET MARKET OVER/(UNDER)
MMBTU $ $ $ 3 $/MMBTU $
January 1384542 $9,699,804 $9,346,088 ($997,750) $8,348,338 $6.030 ($1,351,467) Actual
February 1567717 $9,035,329 $9.890,601 ($164,350) $9,726,251 $6.204 $690,923 Actual
March 874910 $9,320,039 $5,525,372 $541,100 $6,066,472 $6.934 ($3,253,568) Actual
April 1807541 $7,686,634 $12,414,571 ($693,600) $11,720,971 $6.484 $4,034,337 Actual
May 1312682 $6,984,908 $10,184,588 ($744,900) $9,439,688 $7.191 $2,454,780 Actual
June 1475599 $10,940,093 $11,695,642 ($1.491,210) $10,204,432 $6.915 ($735,661) Actual
July 1722915 $12,354,818 $13,013,194 ($892,010) $12,121,184 $7.035 ($233,634) Actual
August 1698957 $12,492,820 $12,000,158 ($533,781) $11,466,377 $6.749 ($1,026,443) Actual
Sept 1466235 $10,030,841 $9,707,869 $28,796 $9,736,665 $6.641 ($294,176) Actual
October 1360460 $6,691,526 $10,479,691 $44,000 $10,523,691 $7.735 $3,832,165 Actual
November 1491723 $5,065.425 $10,431,664 ($1,117,600) $9,314,064 $6.244 $4,248,639 Actual
December 1519236 $4,143,389 $11,618,676 ($630,850) $10,987,826 $7.232 $6,844, 437 Actual
TOTAL 17682517 $104,445,626  $126,308,114 ($6,652,155) $119,655,959 $6.767 $15,210,332
$7.14 (30.38)
VALUE OF CURRENT GAS HEDGE PROGRAM
BUDGET HEDGE ACTUAL HEDGE Market/Budget
MONTH HEDGED HEDGED PRICE Mark to Bud PRICE Mark o Market  Variance
MMBTU $ $/MMBTU $ $/MMBTU $ $/MMBTU
January 650000 $3,419,250 $7.255 (581,500) $6.750 ($997,750) ($0.505) Actual
February 650000 $3,419,250 $7.103 (482,700) $6.309 ($164,350) ($0.794) Actual
March 1000000 $5,358,000 $6.800 (342,000) $6.315 $541,100 ($0.485) Actual
April 600000 $2,832,750 $7.275 (872,250) $6.868 ($693,600) ($0.407) Actual
May 650000 $3,066,750 $7.417 (1,039,300) $7.759 ($744,900) $0.342 Actual
June 650000 $3,066,750 $6.273 (295,700) $7.926 ($1,491,210) $1.653 Actual
July 850000 $4,274,000 $6.146 (15,100) $7.553 ($892,010) $1.407 Actual
August 850000 $4,274,000 $6.119 7.850 $7.063 ($533,781) $0.944 Actual
Sept 1000000 $5,156,000 $6.372 (116,000) $6.621 $28,796 $0.249 Actual
QOctober 750000 $3,716,000 $7.477 (1,066,750) $7.703 $44,000 $0.226 Actual
November 550000 $3,669,250 $6.186 871,950 $6.993 ($1,117,600) $0.807 Actual
December 550000 $3,669,250 $6.698 590,350 $7.648 ($630,850) $0.950 Actual
TOTAL 8750000 $45,921,250 $6.661 (3,341,150) 136,652,155!



"

GULF 2005 GAS HEDGE TRANSACTIONS

DATE unt Gulf Price JAN FEB MAR APR MAY JUN JUL AUG SEP oCcT NOV DEC TOTAL
- SMMBTY MMBTY MMBTY MMBTU °  MMBTY MMBTU MMBTY MMBTY MMBTY MMBTU MMBTU MMBTY MMBTY MMBTU
7/11/2003 BankAmanca $4.530 150000 150000 150000 150000 150000 750000
6/8/2004 Mitsui $6.650 100000 100000 100000 300000
6/28/2004 Barclays $6.745 50000 50000 50000
6/28/2004 CIBC $6.760 50000 50000 50000 150000
71112004 Mitsut $6.600 50000 50000 50000 150000
7/8/2004 Barclays $6.800 50000 50000 50000 150000
7/15/2004 Mitsuwe $6.590 100000 100000 100000 300000
712712004 Mitsus $6.700 50000 50000 50000 150000
8/2/2004 BankAmenca $6.700 50000 50000 50000 150000
811/2004 Mitsu $6.800 50000 50000 50000 150000
8/11/2004 Barclays $6.800 50000 50000 50000 150000
812004 Barclays $6.050 50000 50000 50000 50000 50000 50000 50000 350000
81372004 CIBC $6.050 50000 50000 50000 50000 50000 50000 50000 350000
8/16/2004 ciec $6.600 50000 50000 50000 150000
8/17/2004 CIBC $5.995 50000 50000 50000 50000 50000 50000 50000 350000
£8/19/2004 Mitsul $6.010 50000 50000 50000 50000 50000 250000
8/25/2004 Barclays $6.050 50000 50000 50000 50000 50000 50000 50000 350000
8/31/2004 CIBC $5.980 50000 50000 50000 50000 50000 250000
9/3/2004 Barclays $6.555 50000 50000 50000 150000
9/16/2004 ciec $5.890 50000 50000 50000 50000 50000 50000 50000 350000
12/3/2004 ciec $6.300 100000 100000 100000 100000 100000 100000 100000 700000
12/7/2004 Barclays $6.900 40000 40000 80000
1/6/2005 BankAmarica $5.950 100000 100000 100000 300000
1/6/2005 Mitsui $6.730 40000 40000 80000
215/2005 Mitsul $6.250 100000 100000 100000 100000 100000 100000 100000 700000
4/8/2005 Barclays $7.755 50000 50000 50000 50000 50000 50000 50000 350000
4/12/2005 Deutsche $7.565 50000 50000 50000 50000 50000 50000 50000 350000
4/2112005 BankAmerica $7.400 50000 50000 50000 50000 50000 50000 50000 350000
412712005 ciec $7 300 50000 50000 50000 50000 50000 50000 50000 350000
/372005 Mitsui $7.000 50000 50000 50000 50000 50000 50000 50000 350000
5/27/2005 Mitsui $7.620 50000 50000 100000
8/19/2005 Barclays $9.630 50000 50000
9/12/2005 BankAmerica $10.050 20000 20000 40000
9/15/2005 BankAmerica $10.385 20000 20000 40000
9/20/2005 BankAmerica $11.200 10000 10000 20000
9/22/2005 CIBC $11 400 20000 20000 40000
9/23/2005 ciec $11.200 20000 20000 40000
9126/2005 clec $10.900 10000 10000 20000
9/29/2005 Deutsche $12.150 20000 20000 40000
9/31/2005 Barclays $11.820 20000 20000 40000
10/3/2005 Deutsche $11.880 10000 ‘m fgggg
10/5/2005 cisc $11.800 ;0000 20000
10/6/2005 Mitsui $11.335
TOTAL QUANTITY 700000 700000 700000 550000 700000 950000 1050000 1050000 950000 700000 530000 610000 9040000
TOTAL S $4339.750  $4.330.750  $4339.750  $3,048,250  $3.733.250  $5,584,250  $6,179,250  $6,179250  $5584,250  $4,305,250  $4.457,100  $5,283.300 $57,374.400
AVG $/MMBTU $6.20 $6.20 $6.20 $5.54 $5.33 $5.88 $5.89 $5.89 $5.88 $6.15 $8.41 $8.66 $6.35
o
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Gulf Power Company
Investor-Owned Electric Utilities’
Fuel Hedging Reviewn
Attachment 10t

Page 6 of 15

GULF POWER 2005 GAS HEDGING PRbGRAM

QUANTITY AND PERCENT OF BURN HEDGED

Market price includes transportation and storage cost.

NOTE: Budget pricing is from 2005 GPIF Budget run (includes transportation & storage).

. TOTAL BUDGET TOTAL TOTAL TOTAL
L MONTH  HEDGE BURN HEDGE HEDGE BURN HEDGE
MMBTU MMBTU Yo $/MMBTU MMBTU %
January 700000 1233067 56.77% $6.200 1341376 52.19%
February 700000 1094692 63.94% $6.200 1410361 49.63%
March 700000 1745511 40.10% $6.200 1905477 36.74%
April 550000 1506173 36.52% $5.544 1025313 53.64%
May 700000 1475075 47.46% $5.333 846687 82.68%
June 950000 1754654 54.14% $5.878 1369014 69.39%
July 1050000 2115179 49.64% $5.885 1599101 65.66%
August 1050000 2167099 48.45% $5.885 1684034 62.35%
Sept 950000 1779336 53.39% $5.878 1282858 74.05%
October 700000 1964484 35.63% $6.150 982188 71.27%
November 530000 1114696 47.55% $8.410 1421159 37.29%
December 610000 213843 285.26% $8.661 426555 143.01%
TOTAL 9190000 18163809 50.60% $6.347 15294123 60.09%
NOTE: Budget burn is from 2005 GPIF Budget Run.
COST OF CURRENT GAS PROGRAM
ACT/DEPS HEDGING NET NET NET
MONTH BURN BUDGET MARKET CREDIT/DEBIT MARKET MARKET OVER/(UNDER)
MMBTU $ $ $ $ $MMBTU $
January 1341376 $9,598,194 $9,911,819 $252,980 $10,164,799 $7.578 $566,606
February 1410361 $8,535,314 $9,794,066 $399,320 $10,193,386 $7.228 $1,658,073
March 1905477 $12,204,613 $14,309,156 $128,230 $14,437,386 $7.577 $2,232,773
April 1025313 $11,249606  $9,210,589 ($571,755) $8,638,834 $8.426 ($2,610,772)
May 846687 $11,946,632 $7,548,382 ($432,340) $7,116,042 $8.405 ($4,830,591)
June 1369014 $13,807,372 $12,399,608 ($921,387) $11,478,221 $8.384 ($2,329,151)
July 1599101 $16,779,715 $14,848,708 ($1,359,870) $13,488,838 $8.435 ($3,290,877)
August 1684034 $17,139,586 $18,403,932 ($3,174,482) $15,229,450 $9.043 ($1,910,136)
Sept 1282858 $13,385,945 $20,280,304 ($5,434,906) $14,845,398 $11.572 $1,459,454
October 982188 $14,556,826 $15,826,833 ($4,348,649) $11,478,184 $11.686 ($3,078,642)
November 1421159 $7,861,951 $17,901,800 ($4,447,534) $13,454,266 $9.467 $5,592,315
December 426555 $2,303,303 $5,932,544 {$2,661,584) $3,270,960 $7.668 $967,657
TOTAL 15294123 $139,369,057 $156,367,742 ($22,571,977) $133,795,765 $8.748 ~($5,573,292)
($1.476)
VALUE OF CURRENT GAS HEDGE PROGRAM
BUDGET HEDGE MARKET HEDGE Market/Budget
MONTH  HEDGED HEDGED Price Mark to Bud Price Mark 1o Market Variance
MMBTU $ $/MMBTU $ $/MMBTU $ $/MMBTU
January 700000 $4,339,750 $7.784 (1,109,050) $7.389 $252,980 ($0.395)
February 700000 $4,339,750 $7.797 (1,118,150) $6.944 $399,320 ($0.853)
March 700000 $4,339,750 $6.992 (554,650) $7.509 $128,230 $0.517
April 550000 $3,049,250 $7.469 (1,058,700) $8.983 ($571,755) $1.514
May 700000 $3,733,250 $8.099 (1,936,050) $8.915 ($432,340) $0.816
June 950000 $5,584,250 $7.869 (1,891,300) $9.057 ($921,387) $1.188
July 1050000 $6,179,250 $7.933 (2,150,400) $9.286 ($1,359,870) $1.353
August 1050000 $6,179,250 $7.909 (2,125,200) $10.928 ($3,174,482) $3.019
Sept 950000 $5,584,250 $7.523 (1,562,600) $15.809 ($5,434,906) $8.286
October 700000 $4,305,250 $7.410 (881,750) $16.114 ($4,348,649) $8.704
November 530000 $4,457,100 $7.053 719,010 $12.597 ($4,447,534) $5.544
December 610000 $5,283,300 $10.771 (1,287,010) $13.908 ($2,661,584) $3.137
TOTAL 9190000  $57,374,400 $7.673 {14,955,850) $10.224 (522,571,977)
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GULF 2006 GAS HEDGE TRANSACTIONS

DATE

Counterparty

Gult Price

JAN FEB MAR APR MAY JUN

JUL AUG SEP oCcT NOV DEC TOTAL
$MMBTY MMBTY MMBTY MMBTY MMBTU MMBTY MMBTY MMBTU MMBTY MMBTY MMBTY MMBTU MMBTUY MMBTU
816/2003 Baiclays $5.600 50000 50000 50000 50000 50000 50000 50000 350000
B/17/2004 Mitsui $5.600 50000 50000 50000 50000 50000 50000 50000 350000
&/18/2004 cIBC $5.570 100000 100000 100000 100000 100000 500000
12/7/2004 Barclays $6.900 40000 40000 40000 120000
1/4/2005 BankAmerica $5.760 50000 50000 50000 50000 50000 50000 50000 2350000
1/6/2005 Mitsui $6.730 40000 40000 40000 120000
4/8/2005 Mitsui $8.560 50000 50000 50000 150000
4/12/2005 Deutsche $8.410 50000 50000 50000 150000
4/21/2005 BankAmerica $8.305 50000 50000 50000 150000
4/27/2005 cieC $8.300 50000 50000 50000 150000
5/3/2005 Mitsui $7.990 50000 50000 50000 150000
5/2712005 Mitsut $7.620 50000 50000 50000 150000
8/18/2005 Barclays $9.630 50000 50000 50000 50000 200000
9/12/2005 BankAmerca $10.050 20000 20000 20000 20000 20000 40000 40000 40000 40000 20000 280000
9/15/2005 BankAmarnca $10.385 20000 20000 20000 20000 20000 30000 30000 30000 30000 20000 240000
¥20/2005 BankAmanca $11.200 10000 10000 10000 40000 40000 30000 30000 30000 30000 30000 260000
9/22/2005 ciBC $11.400 20000 20000 20000 20000 30000 30000 30000 30000 30000 20000 250000
9/23/2005 ciec $11.200 20000 20000 20000 20000 20000 40000 40000 40000 40000 30000 290000
9/26/2005 ciBC $10.900 10000 10000 10000 40000 30000 30000 30000 30000 30000 20000 240000
9/29/2005 Deutsche $12.150 20000 20000 20000 30000 30000 30000 30000 30000 30000 20000 260000
9/31/2005 Barclays $11820 20000 20000 20000 20000 20000 40000 40000 40000 40000 20000 280000
1/3/2005 Deutsche $11.880 10000 10000 10000 30000 30000 30000 30000 30000 30000 30000 240000
1V5/2005 ciec $11.800 10000 10000 10000 10000 10000 10000 30000 30000 30000 30000 30000 210000
10/6/2005 Mitsui $11.335 20000 20000 20000 20000 30000 30000 30000 30000 30000 30000 20000 280000
12/27/2005 ciBC $10.250 100000 160000 260000
12/27/2005 ciec $11.500 60000 60000 120000
12/27/2005 Mitsui $10.150 40000 40000
12/27/2005 Mitsui $11.250 20000 20000 40000
1/4/2006 CiBC $11.200 20000 20000 40000
1/4/2006 BankAmanca $9.900 30000 30000 60000
1/5/2006 ciBC $9.650 30000 30000 60000
1/5/2006 ciBC $11.000 20000 20000 40000
1/9/2006 Barclays $9.350 10000 10000 20000
1/9/2006 Barciays $10.850 10000 10000 20000
1/12/2006 Deutsche $9.340 20000 20000 40000
1/12/2006 Deulsche $10.795 10000 10000 20000
2/15/2006 JPMorgan $9.100 10000 10000 20000
/2/2006 JPMorgan $7.290 100000 100000 100000 100000 400000
V82006 Barclays $9.840 10000 10000 20000
4/28/2006 Barclays $7.095 100000 100000 100000 100000 400000
5/24(2006 Mitsui $10.400 10000 10000 20000
5/25/2006 BankAmenca $9.760 20000 20000 40000
7/6/2006 Deutsche $9.420 10000 10000 23800
7115/2006 Deutsche $9.750 10000 10000 g Oogg
7/18/2006 JPMorgan $9.230 10000 10000 20000
8/1/2006 Suisse $10.950 10000 2000 20000
€/4/2006 Suisse $10.500 10000 :m 20000
8/11/2006 JPMorgan $10.590 10000
TOTAL QUANTITY 610000 610000 610000 470000 530000 780000 1040000 1060000 810000 420000 300000 260000 7500000
TOTAL S $5510550  $5510.550  $5,510.550  $4,376.200 $4.570,050  $6.661800  $9.195600  $50.404.600  $6.897.800 $3.904.550  $3.249,150  $2.668.450 $67.459.850
AVG $/MMBTU $9.0337 $9.0337 $9.0337 $9.3111 $8.6227 $8.4327 $8.8419 $8.8723 $8.5158 $9.2965 $10.8305 $10.6738 $8.9946
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Gulf Power Company
Investor-Owned Electric Utilities’
Fuel Hedging Review

GULF POWER 2006 GAS HEDGING PROGRAM Attachment 10b

QUANTITY AND PERCENT OF BURN HEDGED g gl ls
TOTAL BUDGET TOTAL TOTAL ACTUAL TOTAL
MONTH HEDGE BURN HEDGE HEDGE BURN HEDGE
MMBTU MMBTU % $/MMBTU MMBTU %
January 610000 1316564 46.33% $9.03 555215 109.87%
February 610000 1282985 47.55% $9.03 1016433 60.01%
March 610000 1412314 43.19% $9.03 882523 69.12%
April 470000 600720 78.24% $9.31 873666 53.80%
May 530000 1076985 49.21% $8.62 1311118 40.42%
June 790000 1776528 44.47% $8.43 1311272 60.25%
July 1040000 2151411 48.34% $8.84 1653598 62.89%
August 1060000 2130417 49.76% $8.87 1986673 53.36%
Sept 810000 1614572 50.17% $8.52 1607983 50.37%
October 420000 1356141 30.97% $9.30 1821678 23.06%
November 300000 1197181 25.06% $10.83 1248574 24.03%
December 250000 1061197 23.56% $10.67 1072748 23.30%
TOTAL 7500000 16977015 44.18% $8.995 15341481 48.89%
NOTE: Budget burn is from 2006 GPIF Budget Run.
COST OF CURRENT GAS PROGRAM
ACTUAL HEDGING NET NET NET
MONTH BURN BUDGET ACTUAL CREDIT/DEBIT ACTUAL ACTUAL OVER/(UNDER)
MMBTU $ $ $ $ $/MMBTU $
January 555215 $15,430,130 $6,226,661 $52,040 $6,278,701 $11.309 ($9,151,429)
February 1016433 $15,049,414 $10,382,373 $894,967 $11,277,340 $11.095 ($3,772,074)
March 882523 $16,241,611 $8,181,991 $2,369,750 $10,551,741 $11.956 ($5,689,870)
April 873666 $8,145,763 $8,356,478 $976,400 $9,332,878 $10.682 $1,187,114
May 1311118 $12,471,486 $11,405,311 $1,348,845 $12,754,156 $9.728 $282,669
June 1311272 $19,044,380 $11,270,787 $1,879,290 $13,150,077 $10.028 {$5,894,303)
July 1653598 $22,654,358 $13,976,135 $3,020,757 $16,996,892 $10.279 ($5,657,466)
August 1986673 $22,561,116 $18,697,899 $1,960,976 $20,658,875 $10.399 ($1,902,241)
Sept 1607983 $17,679,563 $12,054,557 $2,816,400 $14,870,957 $9.248 ($2,808,606)
October 1821678 $15,324,393 $13,390,918 $1,515,633 $14,906,551 $8.183 ($417,842)
November 1248574 $12,845,752 $10,026,661 $856,611 $10,883,272 $8.717 ($1,962,480)
December 1072748 $11,917,242 $8,706,830 $1,022,893 $9,729,723 $9.070 ($2,187,519)
TOTAL 15341481 $189,365,210 $132,676,601 $18,714,562 $151,391,163 $9.868 ($37,974,047)
$1.220
VALUE OF CURRENT GAS HEDGE PROGRAM
BUDGET HEDGE ACTUAL HEDGE Market/Budget
MONTH HEDGED HEDGED Price Mark to Bud Price Mark to Market Variance
MMBTU $ $/MMBTU $ $/MMBTU $ $/MMBTU
January 610000 $5,510,550 $11.720 (1,638.650) $11.215 $52,040 ($0.505)
February 610000 $5,510,550 $11.730 (1,644,750) $10.215 $894,967 ($1.515)
March 610000 $5,510,550 $11.500 (1,504,450) $9.271 $2,369,750 ($2.229)
April 470000 $4,376,200 $13.560 (1,997,000) $9.565 $976,400 ($3.995)
May 530000 $4,570,050 $11.580 (1,567,350) $8.699 $1,348,845 ($2.881)
June 790000 $6,661,800 $10.720 (1,807,000) $8.595 $1,879,290 ($2.125)
July 1040000 $9,195,600 $10.530 (1,755,600) $8.452 $3,020,757 ($2.078)
August 1060000 $9,404,600 $10.590 (1,820,800) $9.412 $1,960,976 ($1.178)
Sept 810000 $6,897,800 $10.950 (1,971,700) $7.497 $2,816,400 ($3.453)
October 420000 $3,904,550 $11.300 (841,450) $7.351 $1,515,633 ($3.949)
November 300000 $3,249,150 $10.730 30,150 $8.030 $856,611 ($2.700)
December 250000 $2,668,450 $11.230 (139,050) $8.116 $1,022,893 ($3.114)
TOTAL 7500000 $67,459,850 $11.154 (16,657,650) $8.648 $18,714,562

) NOTES:

Budget pricing filed with FPSC is from 2006 GPIF Budget run (includes transportation & storage).
Market pricing includes transportation and storage cost.
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GULF POWER 2007 GAS HEDGING PROGRAM

QUANTITY AND PERCENT OF BURN HEDGED

Gulf Power Company
Investor-Owned Electric Utilities’
Fuel Hedging Review

Attachment 10b

Page 10 of 15

TOTAL BUDGET TOTAL TOTAL ACTUAL TOTAL
MONTH HEDGE BURN HEDGE HEDGE BUBN HEDGE
MMBTU MMBTU % $/MMBTU MMBTU %
January 300000 887,632 33.80% $10.39 1,455,118 20.62%
February 360000 877,192 41.04% $10.02 1,778,614 20.24%
March 360000 756,343 47.60% $10.02 2,007,564 17.93%
April 350000 705,194 49.63% $7.87 1,347,980 25.96%
May 320000 857,724 37.31% $7.88 839,389 38.12%
June 560000 1,324,691 42.27% $7.87 1,369,325 40.90%
July 680000 1,708,630 39.80% $8.00 1,610,002 42.24%
August 680000 1,724,464 39.43% $7.96 1,829,495 37.17%
Sept 480000 1,134,686 42.30% $7.96 1,336,646 35.91%
October 290000 1,076,187 26.95% $8.10 1,498,332 18.35%
November 390000 738,002 52.85% $8.90 1,333,799 29.24%
December 390000 711,586 54.81% $8.90 1,000,739 38.97%
TOTAL 5,160,000 12,502,331 41.27% $8.834 17,407,003 29.64%
NOTE: Budget burn is from 2007 GPIF Budget Run.
COST OF CURRENT GAS PROGRAM
ACT/DEPS HEDGING NET NET NET
MONTH BURN BUDGET MARKET MARKET CREDIT/DEBIT MARKET MARKET OVER/(UNDER)
MMBTU $ $ $/MMBTU $ $ $/MMBTU $
January 1455118 $10,618,153 $11,434,957 $7.858 $1,221,103 $12,656,060 $8.698 $2,037,907
February 1778614 $10,537,877 $16,432,601 $9.239 $894,967 $17,327,568 $9.742 $6,789,691
March 2007564 $9,038,833 $16,029,099 §7.984 $1,030,480 $17,059,579 $8.498 $8,020,746
Aprit 1347980 $8,380,592 $11,643,998 $8.638 $103,000 $11,746,998 $8.715 $3,366,406
May 839389 $9,561,988 $8,004,625 $9.536 $71,000 $8,075,625 $9.621 ($1,486,363)
June 1369325 $13,743,063 $12,893,236 $9.416 $336,800 $13,230,036 $9.662 ($513,027)
July 1610002 $17,298,154 $14,019,741 $8.708 $1,179,680 $15,199,421 $9.441 ($2,098,734)
August 1829495 $17,611,204 $16,966,609 $9.274 $1,299,000 $18,265,609 $9.984 $654,405
Sept 1336646 $12,451,159 $11,499,203 $8.603 $1,119,300 $12,618,503 $9.440 $167,343
October 1498332 $12,101,773 $13,177,972 $8.795 $441,225 $13,619,187 $8.090 $1,517,424
November 1333799 $8,256,260 $10,896,189 $8.169 $688,000 $11,584,189 $8.685 $3,327,929
December 1000739 $8,537,642 $8,375,818 $8.370 $820,133 $9,195,949 $9.189 $658,307
TOTAL 17407003  $138,136,700 $151,374,045 $8.696 $9,204,688 $160,578,733 $9.225 $22,442,033
$0.529
VALUE OF CURRENT GAS HEDGE PROGRAM
BUDGET HEDGE MARKET HEDGE Market/Budget
MONTH  HEDGED HEDGED Price Mark Price Mark 10 Market Varance
MMBTU $ $MMBTU $ $/MMBTU $ $/MMBTU
January 300000 $3,117,650 11.962 (471,052) $7.858 $1,221,103 ($4.104)
February 360000 $3,607,850 12.013 (716,901) $9.239 $894,967 (32.774)
March 360000 $3,607,850 11.951 (694,404) $7.984 $1,030,480 ($3.966)
April 350000 $2,755,500 11.884 (1,403,931) $8.638 $103,000 {$3.246)
May 320000 $2,521,200 11.148 (1.046,190) $9.536 $71,000 ($1.612)
June 560000 $4,408,800 10.375 (1,400,942) $9.416 $336,800 (3$0.959)
July 680000 $5,442,004 10.124 (1,442,310} $8.708 $1,179,680 ($1.416)
August 680000 $5,410,700 10.213 (1.533,846) $9.274 $1,299,000 {$0.939)
Sept 480000 $3.819,318 10.973 (1,447,829) $8.603 $1,119,300 ($2.370)
Octlober 290000 $2,347,731 11.245 (913,332) $8.795 $441,225 ($2.450)
Novembegg 350000 $3,469,800 11.187 (893,253) $8.169 $688,000 ($3.018)
Decemb@®- -:390000 $3,469,800 11.998 (1,209,440) $8.370 $820,133 ($3.628)
TOTAL 5160000 $43,978,202 $11.049 (13,173,431) $8.696 $9,204,688
NOTES:

Budget pricing is from 2007 GPIF and includes transportation & storage cost.
Market pricing includes transportation and storage cost.
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Gulf Power Company
Investor-Owned Electric Utilities’
Fuel Hedging Review
Attachment 10b

Page 12 of 15

GULF POWER 2008 GAS HEDGING PROGRAM

QUANTITY AND PERCENT OF BURN HEDGED

Budget pricing is from 2008 GPIF and includes transportation & storage.
Forecast pricing is NYMEX Henry Hub as of 1/16/2008 plus estimated trans & storage.

Estimated Fixed Transportation & Storage Fee =

$1.500

TOTAL BUDGET TOTAL TOTAL DEC 07 DEPS TOTAL
MONTH HEDGE BURN HEDGE HEDGE BURN HEDGE
MMBTU MMBTU % $/MMBTU MMBTU %
January 400000 1,769,330 22.61% $8.87 1,714,090 23.34%
February 400000 1,369,802 29.20% $8.87 1,096,428 36.48%
March 400000 2,037,612 19.63% $8.87 1,892,195 21.14%
April 350000 1,581,411 22.13% $7.71 1,665,213 21.02%
May 400000 1,150,817 34.76% $7.72 1,296,918 30.84%
June 550000 1,524,970 36.07% $7.71 1,706,273 32.23%
July 750000 1,860,210 40.32% $7.72 2,075,611 36.13%
August 800000 2,025,075 39.50% $7.74 2,129,925 37.56%
Sept 430000 1,561,125 31.39% $7.72 1,492,883 32.82%
October 340000 2,151,322 15.80% $7.71 2,022,706 16.81%
November 230000 1,981,810 11.61% $8.76 1,911,179 12.03%
December 230000 1,940,206 11.85% $8.76 1,738,713 13.23%
TOTAL 5,340,000 20,953,690 25.48% $8.071 20,742,134 25.74%
NOTE: Budget burn is from 2007 GP{F Budget Run.
COST OF CURRENT GAS PROGRAM
ACT/DEPS HEDGING NET NET NET
MONTH BURN BUDGET MARKET MARKET CREDIT/DEBIT MARKET MABRKET OVER/(UNDER)
MMBTU $ $ $/MMBTU 3 $ $/MMBTU $
January 1714090 $18,793,764 $16,455,264 $9.600 $309,300 $16,764,564 $9.780 ($2,029,200)
February 1096428 $14,626,990 $10,561,891 $9.633 $296,100 $10,857,991 $9.903 ($3,768,999)
March 1892195 $20,734,689  $18,089,384 $9.560 $325,300 $18,414,684 $9.732 ($2,320,005)
April 1665213 $16,339,591 $15,857,823 $9.523 ($107,850) $15,749,973 $9.458 ($589,618)
May 1296918 $12,504,853  $12,386,864 $9.551 ($132,450) $12,254,414 $9.449 ($250,439)
June 1706273 $16,149,947 $16,421,171 $9.624 ($225,029) $16,196,143 $9.492 $46,196
July 2075611 $19,549,971 $20,127,200 $9.697 ($357,545) $19,769,654 $9.525 $219,683
August 2129925 $21,255,823 $20,796,588 $9.764 (5422,720) $20,373,868 $9.566 ($881,955)
Sept 1492883 $16,620,316 $14,588,453 $9.772 ($268,275) $14,320,178 $9.592 ($2,300,138)
October 2022706 $21,925,619 $19,915,563 $9.846 ($216,795) $19,698,768 $9.739 ($2,226,851)
November 1911179 $19,787,263  $19,320,109 $10.109 $34,930 $19,355,039 $10.127 ($432,224)
December 1738713 $20,474,692 $18,133,038 $10.429 {$38,670) $18,094,368 $10.407 ($2,380,324)
TOTAL 20742134  $218,763,518  $202,653,348 $9.770 ($803,704) $201,849,643 $9.731 ($16,913,875)
VALUE OF CURRENT GAS HEDGE PROGRAM
Henry Hub
BUDGET HEDGE MARKET HEDGE Market/Budget Market
MONTH  HEDGED HEDGED Price Mark to Bud Price Mark to Market Variance Price
MMBTU $ $MMBTU $ $/MMBTU $ $/MMBTU $MMBTU
January 400000 $3,549,300 $10.622 (99,487) $9.600 $309,300 ($1.022) $8.100
February 400000 $3,549,300 $10.678 (121,971) $9.633 $296,100 ($1.045) $8.133
March 400000 $3,549,300 $10.176 78,910 $9.560 $325,300 ($0.616) $8.060
April 350000 $2,700,200 $10.332 (391,100) $9.523 ($107,850) ($0.809) $8.023
May 400000 $3,087,950 $10.866 (658,476) $9.551 ($132,450) ($1.315) $8.051
June 550000 $4,243,171 $10.590 (756,514) $9.624 ($225,029) ($0.966) $8.124
July 750000 $5,790,205 $10.510 (966,958) $9.697 ($357,545) ($0.813) $8.197
August 800000 $6,188,480 $10.496 (1,008,571) $9.764 ($422,720) (80.732) $8.264
Sept 490000 $3,785,005 $10.646 (696,717) $9.772 ($268,275) ($0.874) $8.272
October 340000 $2,620,845 $10.192 (334.332) $9.846 ($216,795) ($0.346) $8.346
November 230000 $2,015,000 $9.984 63,579 $10.109 $34,930 $0.125 $8.609
December 230000 $2,015,000 $10.553 (67,154) $10.429 (838,670) ($0.124) $8.929
TOTAL 5340000 $43,093,756 $10.440 (4,958,792) ($803,704)
) noms:
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GULF 2009 GAS HEDGE TRANSACTIONS

DATE Counterperty JAN FEB MAR APR MAY JUN JuL AUG SEP ocT NOV DEC TOTAL
PMETY MMaTY MMBTY MMBTY MMETY MMBRTY MMBTY MMBTY MMETY MMBTY MMBTY MMBTY MMBTY
711172006 Mitsui 10000 10000 10000 10000 40000
8/8/2006 Barclays 10060 10000 10000 10000 10000 10000 10000 70000
8/16/2006 JPMorgan 10000 10000 10000 10000 10000 10000 10000 70000
&28/2006 ciBC 10000 10000 10000 10000 40000
9/11/2006 Misul 10000 10000 10000 10000 40000
B14/2006 Mitsui 10000 10000 10000 10000 40000
12/4/2006 JPMorgan 30000 30000 30000 90000
12/26/2006 Mitsun 10000 10000 10000 30000
12/28/2006 BankAmaerica 10000 10000 10000 10000 10000 50000
172502007 JPMorgan 10000 10000 10000 20000 50000
6/26/2007 JPMorgan 10000 10000 10000 30000
7112/2007 Morgan 20000 20000 20000 60000
122007 ABNAMRO 10000 10000 10000 10000 10000 10000 60000
7124/2007 Mitsui 10000 10000 20000
a/21/2007 Barclays 20000 20000 20000 60000
8/21/2007 cisc 10000 10000 20000
8/25/2007 [o1]:]o} 10000 10000 10000 10000 10000 10000 60000
9/11/2007 Suisse 20000 20000 20000 60000
Y17/2007 Mitsui 10000 10000 20000
9/18/2007 (el]:To] 10000 10000 10000 20000 20000 10000 10000 90000
9/18/2007 Misut 20000 20000 20000 60000
9/26/2006 Susse 10000 10000 10000 30000
9/28/2007 Mitsui 10000 10000 10000 30000
10/9/2007 JPMorgan 20000 30000 10000 60000
1041172007 cisC 20000 20000 40000
10/22/2008 Deutsche 20000 20000 20000 60000
1172012007 Barclays 10000 10000 10000 30000
11729/2007 Mitsut 10000 10000 20000 30000 30000 20000 10000 130000
1172072007 JPMorgan 10000 10000 10000 10000 10000 10000 10000 70000
117302007 ciec 40000 40000 80000
121272007 Mitsut 10000 10000 10000 30000
12/18/2007 Barciays 40000 40000 80000
TOTAL QUANTITY 230000 230000 190000 50000 80000 140000 180000 190000 150000 80000 90000 90000 1700000
TOTAL S $2,015000  $2.015000  $1,671,400 $387,900 $619.400  $1,058,300  $1,375.000  $1.454,100  $1,133,600 $617,100 $786,150 $786,150  $13,919,100
AVG $MMBTU $8.7609 $8.7609 $8.7968 $7.7580 $7.7425 $7.5593 $7.6389 $7.6532 $7.5573 $7.7138 $8.7350 $8.7350 $8.1877
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GULF POWER 2009 GAS HEDGING PROGRAM

QUANTITY AND PERCENT OF BURN HEDGED

Gulf Power Company
Investor-Owned Electric Utilities’
Fuel Hedging Review
Attachment 10b
Page 14 of 15

TOTAL BUDGET TOTAL TOTAL Budget TOTAL
MONTH  HEDGE BURN HEDGE HEDGE BURN HEDGE
MMBTU MMBTU % $/MMBTU MMBTU %
January 230000 1,528,153 15.05% $8.76 1,528,153 15.05%
February 230000 1,682,487 13.67% $8.76 1,682,487 13.67%
March 190000 1,327,610 14.31% $8.80 1,327,610 14.31%
April 50000 1,338,413 3.74% $7.76 1,338,413 3.74%
May 80000 1,239,728 6.45% $7.74 1,239,728 6.45%
June 140000 1,845,952 7.58% $7.56 1,845,952 7.58%
July 180000 2,586,081 6.96% $7.64 2,586,081 6.96%
August 190000 2,672,833 7.38% $7.65 2,572,833 7.38%
Sept 150000 1,346,265 11.14% $7.56 1,346,265 11.14%
October 80000 2,115,929 3.78% $7.71 2,115,929 3.78%
November 90000 1,631,415 5.52% $8.74 1,631,415 5.52%
December 90000 1,156,721 7.78% $8.74 1,156,721 7.78%
TOTAL 1,700,000 20,371,587 8.34% $8.071 20,371,587 8.34%
NOTE: Budget burn is from 2008 Energy Budget Run.
COST OF CURRENT GAS PROGRAM
ACT/DEPS HEDGING NET NET NET
MONTH BURN BUDGET MARKET MARKET CREDIT/DEBIT MARKET MARKET OVER/(UNDER)
MMBTU $ $ $/MMBTU $ $ $/MMBTU $
January 1528153 $17,163,000 $16,283,998 $10.656 ($90,880) $16,193,118 $10.597 ($969,882)
February 1682487 $17,425,000 $17,936,994 $10.661 ($92,030) $17,844,964 $10.606 $419,964
March 1327610 $13,449,000 $13,861,576 $10.441 ($27,390) $13,834,186 $10.420 $385,186
April 1338413 $13,723,000  $12,836,719 $9.591 ($16,650) $12,820,069 $9.579 ($902,931)
May 1239728 $12,439,000 $11,874,115 $9.578 ($26,840) $11,847,275 $9.556 ($591,725)
June 1845952 $18,173,387 $17,791,288 $9.638 ($81,020) $17,710,268 $9.594 ($463,119)
July 2586081 $26,208,210 $25,092,744 $9.703 ($101,540) $24,991,204 $9.664 ($1,217,006)
August 2572833 $25,076,780 $25,105,704 $9.758 ($114,920) $24,990,784 $9.713 ($85,996)
Sept 1346265 $13,245,812 $13,150,317 $9.768 ($106,600) $13,043,717 $9.689 ($202,095)
October 2115929 $18,168,250 $20,805,930 $9.833 ($49,540) $20,756,390 $9.810 $2,588,140
November 1631415 $14,098,000 $16,416,929 $10.063 $15,480 $16,432,409 $10.072 $2,334,409
December 1156721 $12,172,000 $12,063,443 $10.429 ($17,460) $12,045,983 $10.414 ($126,017)
TOTAL 20371587.3 $201,341,439 $203,219,758 $9.976 ($709,390) $202,510,368 $9.941 $1,168,929
VALUE OF CURRENT GAS HEDGE PROGRAM
Henry Hub
BUDGET HEDGE MARKET HEDGE Market/Budget Market
MONTH HEDGED HEDGED Pricg Mark to Bud Price Mark 1o Market Variance Price
MMBTU $ $/MMBTU $ $/MMBTU $ $/MMBTU $MMBTU
January 230000 $2,015,000 $11.231 ($223,177) $10.656 ($90,880) ($0.575) $9.156
February 230000 $2,015,000 $10.357 ($22,039) $10.661 ($92,030) $0.304 $9.161
March 190000 $1,671,400 $10.130 $31,656 $10.441 ($27,390) $0.311 $8.941
April 50000 $387,900 $10.253 ($49,759) $9.591 ($16,650) ($0.662) $8.091
May 80000 $619,400 $10.034 ($63,292) $9.578 ($26,840) {$0.456) $8.078
June 140000 $1,058,300 $9.845 ($109,999) $9.638 ($81,020) ($0.207) $8.138
July 180000 $1,375,000 $10.134 ($179,180) $9.703 ($101,540) ($0.431) $8.203
August 190000 $1.454,100 $9.747 ($112,784) $9.758 ($114,920) $0.011 $8.258
Sept 150000 $1.133.600 $9.839 ($117,240) $9.768 ($106.600) (%0.071) $8.268
October 80000 $617,100 $8.586 $50,187 $9.833 {$49,540) $1.247 $8.333
November 90000 $786,150 $8.642 $143,408 $10.063 $15,480 $1.421 $8.563
December 90000 $786,150 $10.523 ($25,906) $10.429 $17,460 ($0.094) $8.929
TOTAL 1700000 $13,919,100 $9.883 ($678,128) 13709,3902
NOTES: .

Budget pricing is from 2008 Energy Budget and includes transportation & storage.
Forecast pricing is NYMEX Henry Hub as of 1/16/2008 plus estimated trans & storage.

Estimated Fixed Transportation & Storage Fee =

$1.500
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GULF 2010 GAS HEDGE TRANSACTIONS

TOTAL

RATE Counterperty  Guif Price JAN FED MAR APR MAY JUN JuL AUG SEP ocT NOV
MMBTY MMBTY MMETY MMeTY MMBTY MMETY MMETY MMOTY MMETY MMBTY MMBTY MMBTV MMBTY

112212007 Barclays 10000 10000 10000 10000 50000
TrR2472007 Misui 10000 10000 10000 30000
8/2172007 ci|ac 10000 10000 10000 30000
2172007 Mitsul 10000 10000 10000 10000 10000 50000
9/4772007 Milsul 10000 10000 10000 30000
1011 1/2007 cisC 20000 20000 20000 60000
112072007 JPMorgan 10000 10000 20000 30000 30000 20000 10000 130000
121672007 Barclays 40000 40000 40000 120000
0
0
0
0
0
]
o
1]
]
0
0
0
0
TOTAL QUANTITY 90000 90000 90000 10000 30000 40000 50000 50000 40000 10000 (7] 0 500000
TOTAL § $786.150 $786.150 $786.150 $78,100 $231,600 $309.700 $367,800 $387,800 $309,700 $76,100 $0 SO $4,141250
AVG $/MMBTU $8.7350 $6.7350 $6.7350 $7.8100 $7.7200 $7.7425 $7.7560 $7.7560 $7.7425 $7.8100 $0.0000 $0.0000 $8.2825

NYMEX 1/16/08 $9.0480 $9.05% $8.8230 $7.9680 $7.9500 $8.0100 $8.0710 $8.1210 $8.1310 $8.1860 $8.4010 $8.6810
MTM Seitiement {528,170) (820,620) {$7,920) ($1,580) (36,900) ($10,700) (815,750} {$18,250) {$15.540) ($3.760) $0 0 (5137.190)
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Gulf Power Company

Investor-Owned Electric Utilities’ Fuel Hedging Programs Review
Document Request Number: DR-2

Question 3

Page 1 of 1

3.  Does Gulf Power set counterparty trading limits based on the party's credit rating (e.g. - The
counterparty rated AAA has a higher threshold than the counterparty rated AA-). If so, please
provide the breakdown of the credit thresholds and the related trading limits.

ANSWER:

Credit is managed at the Southern Company level and is based on a party's credit rating and
common equity balance. Attached is a breakdown of the credit thresholds and related trading

limits. }0( % C D

Common Equity Balance

Actual Actual Potential Potential
Credit Rating <$1BB >$1 BB <$1BB >$1BB
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Gulf Power Company

Investor-Owned Electric Utilities’ Fuel Hedging Programs Review
Document Request Number: DR-2

Question # 4

Page | of |

4.  Please provide a copy of the PowerPoint presentation that was presented by Mr. Paul Hughes
during staff’s on-site visit, February 19, 2008.

ANSWER:

See attachment 4 titled Hedging Overview for Gulf Power.




Hedging Overview
for Gulf Power

February 19th, 2008
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Gas Services Team

Jeff Wallace
VP - Fuels

T

Carl Haga

Director - Gas Services

1

L

Paul Hughes Roy Hiller Alan Kilpatrick
Financial Hedging Prgrm. Mgr. Gas Operations Manager Il Gas Proc and Deliv Proj Mgr
| - 1 [ 1
conya Gary Russ Hall - Lead Scheduler i Kevin Hughes
nancal ys Tisha Dale - Weekend Scheduler o L
Billie Williams - Scheduler I e ——
John Benefield - Scheduler I Frz;rs' A': a‘i e
. yst
Vicki Gaston — Fuel Buyer | [
Deborah Honeycutt - Fuel Buyer
. - Beth Santoro
Cherie McDaniel - Scheduler I Fuels Analyst
Carol Thomasson - Fuel Buyer I
|
|
Sam Reagan

Oil Procurement Agent Sr.
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Gas Services Team
What We Do...

Carl Haga
Director - Gas Services
: L
Paul Hughes Roy Hiller Alan Kilpatrick
Financial Hedging Gas Ops & Optimization

» Financial Hedging and e« Daily Gas Optimization

Risk Management

* Regulatory (PSC)
Support

e Sarbanes-Oxley &
Internal Audit Liaison

and Scheduling

* Salt-Dome Storage Mgmt.
* Gas & Oil Policy Agent
 Credit Risk Management

» Asset Optimization

= Competitive Gen. Support

= Term Supply Proc.

» Transportation Proc.

Term Supply & Transp. L
|
I
|
i

Sam Reagan
Fuel Oil Mgmt.

¢ Fuel Oil Procurement
* Inventory Management
e Contract Admin

* Pipeline O&M
» Legal and Reg/Leg
= Competitive Gen. Support I

=Gas Services Strategy I
*LNG Strategy

S —
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Scope of Responsibility

237 BCF of gas burn in 2007 from >40 suppliers
including LNG

1.8 BCFD peak burn down to 0.1 BCFD

31 gas fired facilities across 5 states and 5 operating
companies

>1.1 BCFD of firm gas transportation across 5 intra-
and-interstate pipelines

>10 BCF of Salt Dome gas storage (2 facilities)
Financially hedging over 100 BCF of gas
Burn 26 M gallons of fuel oil annually in 21 plants
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Southern Company - Gas Fired Fleet

14,000
12,000
10,000

8,000
=
=
6,000

4,000

2,000

0-

1993

1995

1997 1999 2001

2003 2005 2007

W Pre-90 - Steam *
O Warner Robins - CT
O Dahlberg (SPC) - CT
O Daniel - CC

M Franklin (SPC) - CC

O Mcintosh - CC
O Rowan (SPC) - CT

& Mcintosh - CT

GE Plastics - Cogen

M Barry - CC

O Smith - CC

@ Harris (SPC) - CC
Oleander (SPC) - CT **
B Desoto (SPC) - CT

O Greene Co. - CT

0O Olin - Cogen

Theodore - Cogen

O Wansley (SPC) - CC

W Stanton A (SPC) - CC **
B Rowan (SPC) - CC

* Pre-1990: Atkinson, Kraft, McDonough, Riverside, Sweatt and Watson
** Gas tolling arrangement to third party under PPA.
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“Upstairs Group” - Long Term Procurement
and Pipeline Operations Support

Reliability of long term supply for combined cycle plants and cogens
* Long term supply contracts
— Firm supply at market price, typically 1-3 years or 1-3 summers
* Long term gas transportation
— Firm transportation for CC and cogen

— 15-20 year contracts negotiated in conjunction with plant
construction

* Long term storage contracts
¢ Operations support

— Pipeline support and check measurement

— Qas lateral design and operation, troubleshooting
» Business development support (outside of core)
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“Downstairs Group” - Daily Operations

and Financial Risk Management

* Reliability and deliverability of supply at the lowest
reasonable cost

— Term supply deal implementation

— Daily procurement/sales in a liquid marketplace
* Asset optimization

— Supply

— Transportation

- Storage
* Risk Management

— Efficient market participation

— Paying market prices
* Hedging and Financial Risk Management
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Financial Risk Management

Physical procurement through long-term contracts,
month-ahead contracts, and in the daily market.

Buy gas at daily index prices because best match with
physical dispatch and burn.

Operating Companies earnings are not directly
impacted due to fuel clauses.

Generation dispatched at marginal costs (hedges do not
impact dispatch decision).

Hedging to reduce the volatility of fuel costs for
customers....
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Hedging Philosophy

* We are not trying to beat the market with our hedge
positions.

— Real value of hedging comes from limiting upside price risk
and providing a degree of price certainty.

- From a fuel clause standpoint, OPCOs are likely to benefit
from hedge losses resulting from lower gas prices.
* Buying gas at market is ultimately the least expensive
approach.
— Hedging is likely to be breakeven at best.

- Hedging adds costs to gas procurement — administrative and
transactional costs.

* We do not have a crystal ball for gas prices.
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Hedging Program

* We follow a disciplined approach to dampen gas price
volatility.
— Volume — How much have we hedged and where do we want
to be? Generally shooting for 50% of budget.
— Price — At what price do we want to enter a hedge position?

* This disciplined approach is set upon the concept of
hedging on market declines.
— Hedging on dips avoids having to explain hedging on peaks.
— Will supplement with Volume Cost Averaging occasionally

— At the end of the day, our efforts should provide a certain
degree of protection against upward gas price movement.
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Hedge Execution - Mechanics

* SCS Fuels provides the OPCO CFOs with a periodic hedge
strategy presentations.

— Analysis of current hedge position, current price environment and a
recommendation for new price and volume targets.

- Recommendations can be “tweaked” to meet regulatory fuel strategy.
~ Supplement this strategy recommendation with a weekly hedge report.

* Constantly tracking market fundamentals and outside research
for potential impact on prices.

— Storage data (natural gas, crude oil, heating oil), drilling rig activity, CFTC
commitment of trader reports, EIA supply/demand data, print media (WSJ,
Gas Daily), bank research and consultant research reports (PIRA, Gelber
& Assoc., EVA, Wood Mackenzie).
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Hedge Execution

* What financial instruments does SO use to hedge?
— Financial Instruments - Over the Counter (OTC) Products
— Swaps (fixed-for-float) & Options (calls/puts)

o With whom does SO hedge?

- Counterparties
e Bank of America
* Barclays Capital
o CIBC
o Credit Suisse
» Deutsche Bank
o JPMorgan
o Mitsui Energy Risk Management
* Morgan Stanley
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General Hedging Controls

All transactions executed via recorded phone line or recorded
Instant message

Deals recorded immediately in log book and SCS deal capture
system

Traders physically sign all confirmations of trades.
(Confirmations reviewed by mid-office)

All new transactions are communicated to appropriate OPCO
personnel.

Transactions are only completed for pre-approved hedging
strategies (volume & price)

Quarterly testing (Sarbanes-Oxley) to monitor effectiveness of
controls

Constant monitoring by Risk Control (mid-office) — i.e. daily mark

to market, credit review, & accounting treatment verification

Weekly communication of hedge positions and market data to
OPCOs.
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General Hedging Controls

Risk Oversight Governance Structure

SROC
RACC
GROC
I
] ]
SCS COO SCS CFO
|
l | | I
SPC VP, Ops & SCGen SCS SCS
President Gen Svcs CFO VP Finance Comptroller
|
[ 1 I | ]
SPC Pool Billing
CCO & Settlement FAGE SCS ACCtg OpCO Acctg
Qrigination FueILAcgtg GL Posting
el o.s.tm'g Reconcilliation
Reconcilliation

=

[ 1 1 1 -

FOT Fuel Services Risk Control SCS Treasury 5
Origination Origination Confirmation Cash Mgt n % o
Structuring Valuation Credit Policy > & &L
Risk Mgt. Credit Admin sxZo
- Monitoring TR 35
OpCo Hedging ' g 3% 3g
Program Mgt. Reporting ¢ 3 % o 0
Execution b g8 =3
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Selected Fuel Procurement Tools

Attache - Physical Gas Management System
ProphetX - real-time tool used to monitor energy markets

ICE - real-time price discovery tool using the
Intercontinental Exchange

SWETrader - Internal proprietary system which stores all
gas hedge transactions for reporting & analysis purposes.

Bloomberg Professional — Used for in-depth analysis &
measuring volatilities

GasBook - Internal System used to track and maintain
mark to market information on Gas Deals.

FuTrak - Used to document all hedges for proper
classification and accounting.
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NGME
NGNE
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NGX8
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NGMS
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NGV
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NATURAL . Mar 08
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NATURAL ... May 08
NATURAL . Jun 08
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NATURAL .. Aug 08
NATURAL . Sep 08
NATURAL . Octog

NATURAL ... Nov 08
NATURAL . Dec 08
NATURAL . Jan 09
NATURAL . Feb 09
NATURAL . Mar 09
NATURAL ... Api 09
NATURAL . May 09
NATURAL .. Jun 08
NATURAL .. Jul 08

NATURAL .. Aug 08
NATURAL . Sep 09
NATURAL . Oct09

86605 0112 8820 8 680 158 PM 21672008
0668s U1l 8.810 8.650 e 790  1:58PM  2/15/2008
8.680s 0112 8785 9.680 8792 1.58PM 2152008
8.730s Stz B 845 8740 8842 158 PM 21152008
9.806s U112 8.920 9.820 9918 1.58PM 21152008
88725 01 8885 8824 8984  158PM  2/15/2008
8885s -0 li1 9.005 9005 8996 158PM 21152008
8970s ity 9,080 9.070 9080 1:SBPM 21152008
9.260s -0 123 - 9388  158PM 2152008
9580s s t4l 9.660 9.660 9720 1:58PM 2162008
9.800s U 140 - 9840  1:5BPM  2/152008
9.795s Uiad 9900 9.300 9.92% 1.58 PM 216/2008
95388 01 — 8 9670 15aPM  215/2008
82855 -0 104 - - 8320 1:58PWM  2/152008
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8.265s{ 0113 8.350 8.350 8370 1.58PM 21572008
83255 -0 1u3 - 8430  159PM 2142008
83805 U 105 - 8485  158PWM 21152008
83925 -UIUS - 8497  1.58PM 2162008
0.460s NURNVE o= - 0.565 1:58 PM 21542008

Chage |~

coighion | Last ld_ﬂﬁk [Cow Price | hmnhm]nunm[nmon iﬁunmf }
772

Sﬂmmmemlmqmw-m Dmmmm Dmkmmm umm

Arnain

2\ Quote Shee1{Charts AN

LiaTiMel ~al GlARan

A Ane a e

nAnae

LY

LR

1 enmas

Ancennna

Tickes S| Descipuion JLew lcmmpnu [Low P1ice |Provious Plkajhm Teme [T1ade Dato] Vohsiie A |
ONGHB  NATURAL GAS Mar 2008 8664 U lG& 8847 8636 87 351 PM 2142008 59077
QNGJ8  NATURAL GAS Apr2008 8672 107 8 850 8.643 e 7eu 3.27 PM 21512008 26170
ONGKE  NATURAL GAS May 2008 8689 U 12 8 865 8660 8792 © 307 PM 2162008 7239
UNGMB  NATURAL GAS Juni 2008 8732 it 114 8900 8702 9642  320PM 2152008 3111
GNGNB  NATURAL GAS Jui 2008 8809 1ty 8970 8786 8918 313PM  215/2008 1754
QNGQE  NATURAL GAS Aug 2000 8676[ -1 173] 8013 8860 8984 321 PM 21512008 1291
GNGUS  NATURAL GAS Sep 2008 868§ 0111 9035 8666 8996  306PM 21152008 698
QNGVE  NATURAL GAS Oct 2008 8964 U 1ir 8130 8943 9080  213IPM  215/2008 6228
GNGX8  NATURAL GAS Nov 2008 8240 i 148 9.410 9.240 9388 327 PM  215/2008 1076
UNGZB  NATURAL GAS Dac 2008 9565 -1 175 9759 9554 9720  255PM 2/16/2008 1027
GNGFI  NATURAL GASJan 2003 8796 1144 9.954 9158 9340 314 PM 24152008 1481
UNGGS  NATURAL GAS Fel 2009 9786 -1t 130 9900 3750 9925  310PM 2152008 293
QNGHS  NATURAL GAS Mar 2008 9515 0125 9690 9515 9870  256PM 21512008 1608
GNGJY  NATURAL GAS Apt 2008 8279 Ut 8374 8262 8380 256 PM 2162008 806
GNGKS  NATURAL GAS May 2009 8215 -utes 8 301 8197 8320 158 PM 2/15/2008 118
QNGMY  NATURAL GAS Jun 20U8 8285 -4 10% 8310 8.276 8370  158PM  2/15/2008 57

8 6603 _
-8 GSGS
8 680s

‘8 7308

'8.806s
‘88725

" igBoSs

i8.970s
{9 2605
‘9 580s
19 8008
:8.785s
i95355
‘g 205%
‘8 215s

"8 265s

‘83255
8 J80s

8382

8 460s
'8 7405
'9078s
{9 300s
18 300s

‘90655

‘80855
18 040s
'8 0955

91556

‘82085
‘B 210s
38 275s
8 5453
6 860s
19 09Us
;80908
189553

:7 885s.

7 965s

_i8028s

" 80905
18 140s

81508

i8.210s

.)A‘J1‘ i -

Gl

IO s
B2
U112
0o 0 ig
RN

[URER

et
RS
Luian
-0 140

014G

JETR T

-0 G
IR
]
Luag)
-0 0a
Loug
f»xl iR
U vl

IR

-0
s
';-n [TR1}
Thuso
s-10 g

GG

U G
RO D]

11 onth

2 Manth
.3 Month
4 Month
15 Muntn
6 Manth
i7 Month
8 Montn

29 Montn

10 Montn
11 Month
12 Manth
.13 Month
14 Montn
{15 month
16 Month
117 Month
16 Month
19 Month
'20 month
2t Month

/22 Month

23 Month
24 Month

125 Month

{26 Month
27 Month
128 Manth
:29 Manth
;30 Morith
131 Montn
32 Month
!33 manth
34 Month
135 Month
36 Manth
"37 Monih
138 Month
-39 Manth
40 Month
.41 Menth
{42 Month
<43 Month
‘44 Maonth

El

‘8 698

8729
8776
aa14
18.851
;8918
's 000
9094
9168
‘9 209
9146
9.087
19036
8998
‘8 968
8941
8922
‘8g19
18929
8 864
8.883
8891
89858

82?
:8.600
87717
8757
8739
8724
iar1e
g723
8733
8744
‘D747
‘B726
2706
‘8669
8674
18661
B 648
8638
8.635

O DT RB wsrm

v wusuwyseny

MIIAIY Bui3pay jonyg

SINIIN) O1LNII[F PAUM()-JOISIAL]
KuedwioDy 19mod jinn

€€ JO L1 9Feq



Prophet X - tharting Tools

PVPLONIAS SO0 S TR VR A S LI N YIS VY T PYSTIINE A 1V R M I P N R awo

Forward Curves-

Real-time & Historical
analysis

HATURAL A (4102006 2122007}

T T T T T T T T T T T T

~T
Fow T00N Jun 2000 (CHIUNE FOB 2004 Jur 20U9 XEI008 Felr J0NI w2010 OCHIONU beb 1) JunIG) O 2011 Few 012 s 012 ohE/012 Febr 015 dun Tul) v

€€ Jo 81 93eg

v uswyseny

M3ty 3ui8pay [onyg

(SO O11II3[ PauM()-J0ISIAU]
KAuedwoDy 1omod jinn



‘NG Firm Phys, FP
NG Firm Phys, FP

NG Fin Sy Suvagp FPIe LD

ENG Fin, FP for LDA1
ING Fin, FP for LD1
‘NG Fin. FP for LD1

NG Fin, FP for LD1
‘NG Fin. FP for LD1

‘O Fin FR LD

NG Fiiry FP far LD1
NG Fin, FP for LD
NG Fin, FP for LD1

NG Fin, FP for LD1
‘NG Fin, FP for LD1

WG Fin FFP LUt
[ P

ISREI A

sk eR o LD

G Fin FRo- LDy

Henry 20Feb08 20Feb08

Henry 20Feb08

Hery, CLiols

Henry  1Apro3d
Henry 1Nov08
Henry  1Jan0@

Henry 1Apr09
Henry 1Nov0S

Henry  1Jan10

Henry 1Apr10
Henry 1Nov10
Henry 1Apri1
Henry 1Novi1

narny

Floi’y

1ierry

1St oy

29Feb08

P AYE]

310c¢103
31Mar09
31Dec09
310ct09
21Mar10
PR

31Dec10

310ct10
21lart
310ct11

21Mari2
g

Next Day Gas

Bal Month Gas

T

Aprde-Octl3
Nov08-MarQg
Cat 09

Aprog-Qct09
Mov09-Mar10

PRt

Cai 10

Apr10-Oct10
povi0-Martt
Apr11-Oct11
Nov 11-Martz

,SONI[11() J111D3[F PIUM()-I0IS3AU]

p'Tdq wuswyseny
M3IIAY Suldpay [ang
{urdwo)) 1amo( jinn

€€ Jo 61 38eg



‘Deal Counterpaaty = -~ - - Mid Office
T | - 8 s 1
E:T ype [ _J:u Counterparty [ CiBC Z]m Status ( ( ]
ype Swap vix , i ~
L CtoyContact  [DavidAlesso v]*  DralConfim 7 No 7 Yes i /A
Buy / Sell ~ ta * . ]
. ) ' ' Confmed With : f |
Phy / Fin * Fin & Phy « Contract IISDA-GULF( ‘:J*
B O IP2 j* | Rec Confum ;“ N_o & _Yes ]
Broker ] _ﬂ S .
SWE Trader ISa(ah Trotter LI* SentConfim ¢ No (¢ Yes {
Strategy , Hedge _:_] . Bioker Contact r _'J Special Provisions:
Dates . ’
Stat  04/01/08 o]~ * Zone |Cenval ]* FASB  [RegAsset <]
Stop  |04/30/08 ]~ * Create Date 10,/06/05 22:33.07 CP Fwd Credit ’ Linked? "No  [ink . J’
{Price Prolile T Histoty T Misc. Charges j Natural Gas )
Start Stop Hedge Month | Qty Cpty Pays SOCO Pays a
[Fixed] {Index] |Adder] | [Muit] | [Fixed] [index] [Adder] | [Mu
| b |04/01/08  04/30/08  04/01/08 130000 NYMEX LD 750, GRS
* ‘ : — L _—— —- - — —_— — - e im _ - —
TR : : vl
SR s T e T s W RN ST LLVAPORT i Dy
<« 2]
Populate Grid! Move DownJ willove Up Jl
Deal # l2m5.35145 'I__‘ _] O NewDed | : : J Update j Bust

€€ Jo 0z 98eg

bcdd wswyseny

WalA 9y Suldpay [anyg

-10IS3A U]

SaIjNN) OLIDF paumQ)

(uedwoy) 1amog jjno



o ) 25 3

B B

Accounting Administration

Derivative

Hedgin...

Report Print

Housekeeping  Market Rates {Position!
Engine

Tiade Captwe

ES

Copyright ® 2005 INSSINC [ Period Close Date: 29 Feb 08

€€ Jo 17 98eq

P'2dQ waswyoeny
MIIAY SuIBpay jonyg

SN[N) SLIOI[H PauUM()-101SaAL]

Auedwio) 1amoq Jnn



Hedge Documentation

Fuuak® Feriod Ciose Date: 11 Jar 33
Report Printad On: 12 Jir I3 "2 4= s

Southern Company Sefvices, Inc.

GLL-G-R GUL-G-REGASSETHEDGE 4PR 2608 D

Reguamwry Sort‘ew 3ub-G-R Efectveass Test LA

Ta: reoge tes Ler RO Regy 03 122100

Cate of Tasgnaton. D¢ ti3ds Cae

EriYy AS C&TII7TPAN, IETUN LODCITCHO TeTearce

T,pe o hedige Fegaats; 235t Nwoye

HeGgeal item

ACTLEAMED DNF PR L u IRased I g 25 ON Bay 2335 FiEnCa 3935 SufTueTt SINI ATt TUansco ppelines 07 1ne
FR7Cds and Quaniies dertbhe&d De.ca

AEGJe 1NV et

THe 83U~ @ 061 20 0SB0 OF Rt s, Jentfed beow

Fay teec poce Récese '{,mens LD

e nedge NSTUMENtIs 3 EIy Sxdv ke Ve Nymer LD e i tredies e Nedge posthon, DHherwiss if the recge
1Tstromert 5 3 'Say Nymes LD receive ted” then 1 Cecieasss the nedge

S RE T Tesigaaben
IN ure ke S1OTEU O ETHISE

TrRatEg, U617 € 3 hatare of Rige By Heugec

Tre ety S L3 0) NE Carvaloes Garthed ADIve 13 ®FTIF AT (0 [N 2R 106 vINAE Ty 1~ NE CITH Aows ansng
frem parsl ases SF Qo £57 15 eCh T DUwwt PRNWIALCN FEGL FeMErls . MNOLLADIE 10 CRATges (1 Market Droes for
PAWL S QA DUty the Nedpe D00

Sas Zuategy T o3 heage’ - The ectry antic pates oF yucal 38 DLICTIses T Nt CudGetea 22k Duims Bt t5 electie
GETRTALON | ANTS Junin g th & r2 3yl YO TAe ertily wet ifmaly Surchase the oenvatives 31 pnces and yoluoes
FrvISisy Poved Ly €4k J0@0atng COMpany  ucn FAS 0TS Me .derthied Dy the slategy A0 . the G3s DGO as
meoLe . PAci 1S 1De Teaje M Mg 1) whl QTEIRUNE AN IC LONVET e existng nedge POIMON 10 ether &
MIrIN-30d S POl 86 1 the "Fo” suategy crto & F.oar  Sas Daiy) swrateyy

ARIEIINErT O melige ECe stk nass

ZeIhen EHECT w235 30 SEN0Nr § EABRU OF 106 MIULN 2 12elFt o for A cZoirg T1-month Sarioo Nataeen the
PEAWAIS PRl 37031031 G3E I Enty Bk ard the foward pace ¢f na1urd G5 2% e sLEply SNt alon ] the pas
FE® Cas |51 22Cut «Mect <& 'O the o cd  Rowe»ar INd NeCge Wil 131 Le comleteir arfechye sinse the s.ppiy
3718 ate dfre ent nire Effactieriess Ghi fo0 tre —oath 573010 the maTth 1At s heoye was éntered nic 10é
R-sgas el .3 reatel 1150 0F €Qaal 10 € NWCIU~g “pF I3 EIALITY 11 AISS SCTMMNS e 5i30¢ 300 ITher SLANILIA
WSS Loy 1S 2ooClosion

TRgow . CATEIIT W L .3 LI TN A MKy TA6H6 TS A TNy T I-manth mstEncd peioc TC tha extert tae
Eoww 2f oatoral zas 3t heny bk 50 S0 e kL0 d I 0 h gody CO17e %60 10 tne pace ST Cas St ese Suppiy
35N Dle #7U% MAy CACOCTTLE NRAJE ACTOLCT NG DUt 3 rOlreGu red 1 as s is & "egulatory necge ana s

13T @TIOR NCa 174 el Zlauie

Aeasement I med e e¥eciieniis
T+ €38 8 N1t EFElve T 10 LRSS CIPETEr e A0 3y neffECier s 5 £ DECtEC 15 L wmatenal oue o he Nigh
CUNMAUSN  Adweidl LECILE6 1S IS A (eg LTy, PACEe FO Neffectivatess wi De DICKET 28 1T woukl be recovalabia

ik Srensd an: 31 Des 906

. Matsws on: 81 Jan 20T

Jo 77 98ed
74Q wswyoeny

¥ Suidpay jonyg

o
edwo)) 1amod jino

MAD

19 Paum(Q-10189AU]

11303

nt



Hedge Documentation

Furahd Penod Crose Date: 21 Jar 3¢ Southern Company Servioes, ina. PageNa.  liw
Report Printed On: 5 Jor )i 'Jd=im User: sigurie, - o

o3P e toe 1Lt HeaMeladr 133 3 003.08C 19 04 DOCERT K 'ACu.d ER measured Dased on 2 sompanson of
The CEACGE 1 NE CIIN “OWE I 118 e Al Ve FRISH, NIFUrRRT LT e Srange o The Cast Bizws of the forecasiau 3oy
gachasat “he thacge . ¢ pectad cask 0wl Of the !Cresasmo Jas pUSCNASES 37¢ DISEJ 0N the lorwars prce for
AL (B3

E3¢a maoAr B e, Ad 00b 3@ FOreIaBIe S2iumes OF ad Durchases foC €2n 0peIALNg CoMoany Yor the tadpe
MOREY 272 208514 13U INE w34 of *elates G35 Curtnasd heages 1 atadys -2k, 3nT 18 AN Tk IECIIVES Nedang
WmiE AI7040 AT e DLl IerKet SIM IS PIT ) M 1ne G e <Clunvs A0S {relier, 1o INg T34 J3ia Cf ne
€:2455 NEI 8N wh T8 Seteirel I é Rejllatiry Atz ts unid the 0edver; MOAN Cecause -8 Blth £7OE 3516 MAt 1Ne
TOISIID D HALICA O ST P IARYer hE 20BPRch-s LINJEE I {3 vaiue wii 90 1 @arronps The ety may
FImerer arler NiC 3028 HeGHEs L3 re0ui o e hedge “olume I 2n 2MOun! 1031 Than the foreiasied Cehvery «Jvmes.

AUT e €ro 3fIne NS e MORIN the @it Wil 1ach BT aStLM vOlumes of $33 PLICNaIsE) kr Sawes Paits AN ensure Mat
e cCL I A AT GAB JLCERSE REILAL COr T IT MO o8 Stad 3 TaBE INT i) Wilhin the APPIIVR0 NE3F G ImRe
A3caeo At me Pl T tne ex1ant ACLAI vOMMES X e K33 T3N 1he NedJed +olume the cve’ heogea amiunt wii de
£20h43 1/MIA0018 5 2IMNNGS

mEicunir g Treaument
T:e ‘2202 r3Ct Wi D6 ASZIartac D0 a1 & Regudate s, Assst Reage U Ui erlity's 2k £ ated puchases clgas, g

NS LR MAL RS 1D MAN el Mrcugh 1ne ReJuistt, Aesrls  Ary Juns 7 ises N3 Me defened n v Reguatary
ATIC LS Wi D¢ e Nelted I 1Ne a1 SUMSE N The (400D IR PFyhcA (31 19 PASnASel )
Detivative Tcansacuons oo seumted -
A Basea Pries AL Market Dotngrabian Congnaiion lo .
Trave Roforsee Owectiption Vonmme Vehars -t Prise Astoc o Qe PRL 13 Date PAL )
2562 S3I008 JAIMS-D Buy K 102 VVEm NYARNGHOX 100 000 T30 0% 41000 Opse 0202 v
P S-I3CL IS Buy 33500 VB MYMNGAOA bY] 0020 7,548 [ISTS & 2204 (X1 ] BEL & ]
@anr WSS IOMIS By 45 00 MMERS NTAMGACK 303 Lo 73440 103 % 264200 XYV 259047
12601 232208 370M Buy 15 200 MUBRE HYMNGIOX 00: 10,000 75449 [IZEN -7 00 03844 ST
N0t 3 (Y o Buy 12 200 MVERS NYMNGADA o0 10,000 b W -4 %, G0 0.¢244 <4278 -
st 352308 38003 Buy 15200 MMBae HYMMNGIOX M. 0.0 754 [ISEN 800 0.5%4 144N
4% L3307 PR By 16 J00 Vikas NYMAGAON 605 0.5 T 544C o w S50 0684 885107 B
13820 SI00CT IS Bayp 15,308 VMG HYMNGAON LY ~) 10,50 T34 JIOR Y «3 74500 [ X2 Ul
4037 0TI By 15,00, VVBRS NOMNGACK Qe 10,020 Ty ([ Y B3 ) 0.5340 -3,403.63
3114 BISOCT IPANIS By 16000 VGRS HYAENGACX 808 10.0%0 7.3440 o AALN 0.ME Kt 1
542" SRI3T AR Buy 10 105 VMBae Hh MNGACX 302 10,020 7 3M4C W0 » 224200 0¥ 26
‘384 R-2HT 3T By 12 206 VB HYMNGACX DY 10.000 7 5440 109 % 8 30 05844 440
15704 Buy 12207 MVER NYARNGIOR S 10.6:0 RV 1w 9.0 0.5844 @27
R T3H6)-C by 10 203 VMR NYMNIITR 30 Wi 7540 103 W RS 03444 BEIEAT)
) SII0T IETII Buy 12105 MVBna NYMNSIOX Jo: +0,620 EE ] 100 N L EAI 0 0.5444 REITA N
cetdt L6007 39TYS-L By S5 200 MWEas NYRRNGACK .04 20620 T.548 10 . B BTEL 09845 S.Le6
48} " T IMHE 25.50; UVEa4 NYANGIOX a0 2000 T 109 N 464600 0.9844 ST 4
e 3007 INSL Buy 20 200 MMbRa NYMNGACK .95 000 T84 "W 434:00 0.rtes 40179
i 502067 38940-2 By 15 00 VUSRS NYRERSADN Qo 10.030 T 0 103 % 200 0954 -2 197»—93
H 232307 3900 Buy 12 200 MiEne HYMNGACK co Wi 7 540 101 % 1.3 00 0.6844 .:%”'TJ
] 21507 3040 By 13 200 VVEme HVARNGICK 305 10,050 T340 105 % ~H 0 0.5844 :9:”
S £3-4907 3870 Ty 13 200 VIViee NYRINGAD X 003 10,60 T 40 1w TG00 [ Y1) -_,uf.'.t
. PR . . s <02 10020 75600 N LA 0.5046 L2403
973 S5l 40S0Y By 13 206 MMSRe NYRANGAGK ) ! ” oaret s ence
cTeat 850007 40121 By 20 03 VNBaa NYRRNGAOK Y N K0.00 T W% 1100 3 A
“e 350,008 .94 -59.108 08 58,1025

€€ Jo £7 33eg
P 2dd wawyeny

¥ 3ui8pay [ong
SN 2L1123[H paum()-101SaAU]

Auedwo) 1amod JIno

MIIAQD



How do we measure hedging success?

* Inarising gas price environment, have we provided price
protection?
— For hedged volumes in 2005 (high price period), 25 percent savings to
market prices.
* CFO/OPCO satisfaction level - we work very hard to make
certain that we are meeting their expectations.
— Good feedback provided by CFOs and OPCO Fuel Managers

* PSC relations — what sort of feedback are we receiving from
Public Service Commissions and Staff?
— @Good feedback from APC, MPC, and Gulf
- Successfully defended GPC'’s hedging program in the recent fuel filings.
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Historical Natural Gas Prices

NYMEX Dally Settiement, $/MMBty | Dec 13, 2005 - $15.38 |

Mild winter weather in '06 & ‘07 and a
lack of hurricane activity last summer has
led to gas prices trading in the $6-
$8/MMBtu range for much of 2007.
Prices have broken through that range in
the early part of 2008.

\ February 15 - $8.66 ]

Sept 27, 2006 - $4.20 |

|

WN\WW |

2005

4 2004 Q2 Q3 Q4 Q2 Q3 Q4 2008 Q2 Q4 2007 Q2 Q4 2008

F15 bul
|} 15.200
14 800
+14.400
-14.000
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F12.800
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11.200
10800
10400
10.000
I3.600

[9.200

I-8.400
|8.000
I7.600
F7.200
6.800
6.400
F6.000
5600
+5.200
+4.800
4.400
I4.000
I3.600
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Hedge Executi&n Summary

» Each OPCO has a PSC approved hedge
order.

* Disciplined approach to hedging on market
declines.

» Several Hedge strategies can be
implemented.

+ Although hedge strategies may involve
several different transactions, the

underlying “hedged” volume remains the
same.
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Hedging Execution Strategies

Deal Mechanics

5
<
q a
ZJ'
(Optional) o
i
g
s Q)
c 0o <
> =
ELET
-5 88 g
0%5-03.5.3
00
ngUQ cn
BN e~ o
~J =3
OUO :-3
wiNe 5§
W h T &



Hedge Execution

Strategy 1 Example - Hedging June Gas Cost

June
First of Month
Index Price

Gas

Fixed Price

-
»

A

NYMEX Settlement
Price on Last Day
June Contract
is Traded
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Hedge Execution
Strategy 1 Example - Hedging June Gas Cost

Fixed Price

X

NYME
Price o
June

IS

ement
st Day
tract

raded
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Hedge Execution
Strategy 1 Notes

» Net cost of gas to SO = Fixed Price minus (NYMEX Settle
less FOM index)

o Effectiveness of Hedge is dependent upon correlation
between the NYMEX settlement price and the FOM Index

Price.
~ Correlation measured at .999.
— Poses problems when physical gas must be resold.

» The basis differential can also be hedged, but due to supply
point locations, not considered to be a material risk.
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Quick Note about Basis

FGT Z3 vs HH 2005-2007 | Correlation

$25.00 . e a to Henry
$2000 1 - - Point Location | Hub (2005-
$15.00 2007)
$10.00
$5.00 1™ GD FGT Z3 - Avg 0.962
$0.00
S8si88ise8gcsepsagee GD Sonat - Avg 0.987
2858 %855383585858833°888 GD Transco St 65 0.992
_ —HH ;FGTZS_ J Avg
e : — Transco Sta 85 Avg 0.986
* The basis differential can also be hedged, but due | cp Transco 76 0.945
to supply point locations, not consideredtobea | NNY Avg
material risk.
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Contact Information

* Carl Haga
* Paul Hughes
* Tonya Gary

8-257-7580, 205-903-7379
8-257-3035, 205-531-0046
8-257-1278, 205-613-2193
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Gulf Power Company
Investor-Owned Electric Utilities’
Fuel Hedging Review
Attachment DR2.4

Page 33 of 33

Questions?




Gulf Power Company

Investor-Owned Electric Utilities’ Fuel Hedging Programs Review
Document Request Number: DR-2

Question # 5

Page 1 of 1

5.  Please provide a copy of the updated Gulf Power Company Risk Management Plan, including
updated Appendices.
ANSWER:

Per follow-up discussion with the audit staff, attached is an updated version of the Southern
Company Generation Risk Management Policy, with updated Appendices.
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Southern Company Generation (SCG)
Energy Trading & Marketing Risk Management Policy
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FOR COMPANY USE ONLY




Gulf Power Company
Investor-Owned Electric Utilities’

. ) . Fuel Hedging Revi
Southern Company Generation Risk Management Policy u;ttaihgr:;it Slezev;
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|. Introduction

In August 1997 the Southern Company Risk Oversight Committee approved a set of nisk
management guidelines. Also, at various times duning 2000 through 2002, the boards of
directors for Southern Company, the Operating Companies, and Southern Power Company
adopted the Southern Company Policy on the Use of Denvatives (“Denvatives Policy”). Durning
2006, the risk oversight and governance framework for Southern Company continued to evolve
to further refine the oversight structure and to reflect organizational changes since the onginal
Southern Company Risk Oversight Committee (SROC) approved risk management guidelines in
August 1997. As part of this evolution, the Southern Company Risk Oversight Committee was
reconstituted, and a Generation Risk Oversight Committee was formed. These groups, along
with the newly formed Risk Advisory and Controls Committee, replaced the Energy Risk
Management Board and assumed its responsibilites.

The Southen Company Denvatives Policy requires any business unit engaging in energy trading
and marketing actvities to develop a risk management policy. This policy must be consistent
with the Southern Company Enterpnise Risk Management Policy and Framework document;
and must include, but not be limited to, well-defined segregation of duties, limits on capital at
sk and established credit policies.

ii. Purpose

Notwithstanding anything to the contrary contained in this Policy, compliance with all legal and
regulatory requirements, pronouncements, orders, etc. is required.

lIl. Business Objectives

IV. Business Strategies

1

Snithern Companv Generation Risk Manaaement Policv 1
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V. Authorizations

Appendix D contains the individuals, boards, and committees authonzed to carry out various
activities, reviews, and approvals.

V1. Segregation of Duties

Sauthern Combpanv Generation Risk Manaaement Palicv 2
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Market Risk Identification
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VIIl. Market Risk Measurement and Valuation

B LY et o

IX. Market Risk Limits

X. Credit Risk

XI|. New Products
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Xll. Funding Liquidity

XIll.- Operating Procedures and Systems
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XIV. Accounting and Tax
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XV. Legal

XVI. Monitoring and Reporting
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XVIll. Business Recovery
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XIX. Compliance

XX. Independent Review
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XXIi. Terminology
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APPENDIX A

APPROVED BUSINESS OBJECTIVES

ENERGY TRADING AND MARKETING

Fleet Operatt ns and rading and hern Power Compan
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T
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57 Ty

FUEL SERVICES

Natura} Gas F u
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Emission Allowance Management Function
Coal Fulfillment Function

\.;_

Southern Company Generation Risk Management Policy Appendix A — 2
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APPENDIX B
APPROVED COMMODITIES

The approved commodities for this RMP are:
e Electric power
e Natural gas
o Coal
¢ Emissions Allowances
¢ Oil products

¢ Renewable Energy Certificates (RECs)
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APPENDIX C
APPROVED INSTRUMENTS

The approved instruments are:
e Futures
e Forwards
e Opuons
® Swaps

¢ Custom bilateral contracts which are not considered dernivatives or which qualify for
the Normal Purchase Normal Sale exception for accounting purposes

~ ar ~ . - . ~ . . Fa 0 aa s = R a
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APPENDIX D
AUTHORIZA%ONS

“Name Authority
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APPENDIX D
AUTHORIZATIONS (continued)

Energy Marketing
b 2,

Authori
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APPENDIX D
AUTHORIZATIONS (continued)

0 SCS Fuel Services

8 2.
Authori
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APPENDIX E
SEGREGATION OF DUTIES

To ensure that risk management activities are properly carried out, certain functions will be separated. The
following chart identifies these functions (depicted as BOLD bullet items) and their reporting process.

Risk Oversight Governance Structure

Southem Risk
Owversinht
Risk Advisory and
Contrale
Generation Risk
Oversight Committee
SCG Southem
Pracident CFO
President VP Operations CFO SCG
SPC & Generation
Services ]
Chief Commercial Financial &
Officer Pool Billing Contract Services
Origination Settiement
Fleet Fuel Services
Operations & Origination -
Trading Structuring VP Enterprise SCS SCS Treasurer
Origination Risk Mgt. Gomotoliog Cash Mgt.
Execution OpCo Hedging Credit Policy
Program Mgt.
Execution Risk Control
Confirmation
Valuation
Credit Admin.
Monitoring
Reporting
SCS Accounting OpCo Accounting
Fuel Accounting Posting to Ledger
Posting to General Reconciliation
Ledger
Reconcitiation ot
Sub & General
Ledgers
™o DM e = PRl o PR S50 A . - -
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-
—

Parametric VaBR Methodology

1o} Formula Components

f,-.\
Nrret

Component

Comments

Equation
VaR = PSN *AP*,/HP *CI
& Parameters & >
Commodity Holding Period Multiplier
(HP) (Ch

-

i3
i i
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APPENDIX F
STRESS TESTING METHODOLOGY

Ad Hoc Stress Testing
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APPENDIX G
NOTIFICATION LEVELS
UPDATED EFFECTIVE 3/28/07
b & o
income
Position Classification Change Notify

CAntharn Camnanyv (Ranaratinn Ricek Mananemeant Paliry Annandiv R __ 1
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APPENDIX G
NOTIFICATION LEVELS
UPDATED EFFECTIVE 3/28/07 (continued)

A .

Position Classification Notify
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APPENDIX G
NOTIFICATION LEVELS
UPDATED EFFECTIVE 3/28/07 (continued)

b Aa o

Position Classification Value-at-Risk Notify

Southern Company Generation Risk Management Policy Appendix G — 3
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APPENDIX H
MARKET RISK LIMITS
Net Open Position Limits
B > a

]

NOTE: Although the value-at-tsk limit applies to positions marked to market through income,

VaR is calculated and monitored for all positions, and there are notification requirements as
defined in Appendix G.
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INCUMBENT LISTING; AUTHORIZED INDIVIDUALS

Incumbent Listing

Name Title
David Ratcliffe Chairman, President, and Chief Executive Officer Southern
Company

Tom Fanning

Chietf Operating Officer

Paul Bowers Chief Financial Officer, Southern Company
Chairman, Southern Risk Oversight Committee
Chairman, Risk Advisory and Controls Committee

Scott Teel Vice President, Southern Company Generation

Phil Saunders

Sr. VP, Operations & Generation Services, SCG

Ronnie Bates

President, Southern Power Company

Ron Hinson Senior Vice President, Comptroller, and Chief Accounting
Officer of SCS
Jeff Wallace Vice President, Fuel Services

Charley Long

Vice President, Fleet Operations and Trading

Jon Haygood

Manager, Risk Control

Mike Bush Manager, Energy Trading
Carl Haga Gas Services Director
Roy Hiller Gas Operations Manager
Southern Company Generation Energy Credit Committee
Name Title
Earl Long (Chairman) | Assistant Treasurer, SCS
Jeff Wallace Vice President, Fuel Services

“Charley Long

Vice President, Fleet Operations & Trading, SCG

Todd Perkins

Enterprise Risk Management Director

Fleet Operations & Trading Management Team

Name

Title

Phil Saunders

Sr. VP, Operations & Generation Services, SCG

Charley Long

Vice President, Fleet Operations & Trading, SCG

Mike Bush Manager, Energy Trading
Greg Darnell Fleet Operations Manager
SCS Fuel Services Management Team
Name Title
Phil Saunders Sr. VP, Operations & Generation Services, SCG
Jeff Wallace Vice President, Fuel Services
"Susan Comensky Coal Services Director
Carl Haga Gas Services Director

Southern Company Generation Risk Management Policy

Appendix | — 1
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INCUMBENT LISTING; AUTHORIZED INDIVIDUALS (continued)

Authorized Individuals

Fuel Hedging Review

Attachment DR2.5
Page 27 of 32

Title

Name

Approved Commaodities

Electricity

Natural Gas

Coal | Allowances

EnergyL Trans.

Gas I Transport LStorage

Southern Company Generation

Energy Term Trading
| Mgr. Biil Norton X X
Term Trader David Hansen X X
Term Trader Tony Ankar X X
Stephen
Term Trader Stepkoski X X
Term Trader Matt Ansley X X
Trading Operations
| Mgr. Corey Sellers (1) (1)
Hourly Trading Mgr. Steve Lowe X X
Energy Coordinator Bill Brown X X
Energy Coordinator Todd Curl X X
| Energy Coordinator Frank Harris X X
Energy Coordinator Larry Savage X X
Energy Coordinator Karen Howland X X
Energy Coordinator Jimmy Walker X X
Shannon
Energy Coordinator Gunnells X X
Michael
Energy Coordinator Turberville X X
Scheduler Matt Bauman (1) X
Scheduler Stacey Pruitt (1) X
Scheduler Blair Ellington (1) X
Trading Analyst Jarrett Tate (2) (2)
Trading Analyst Martha Russell (2) (2)
Trading Analyst Susan QOlive (2) (2)
Notes:

(1) Authority to engage in energy transactions is the same as the energy coordinator position.

(2) Authority to make changes to transactions.

Southern Company Generation Risk Management Policy

Appendix | — 2
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APPENDIX |
INCUMBENT LISTING; AUTHORIZED INDIVIDUALS (continued)

Authorized Individuals

Approved Commodities
Electricity Natural Gas Coal lAIIowances
Title Name Energy I Trans. Gas I Transport LStorage
SCS Fuel Services
Gas Services, Director | Carl Haga X X X
Gas Operations
Manager Roy Hiller X X X
NG Buyer - Physical Vacant
NG Buyer - Physical Vicki Gaston X X X
NG Buyer - Physical Debora Honeycutt X X X
NG Buyer - Financial Paul Hughes X
NG Buyer - Financial Tonya Gary X X X
NG Scheduler Cherie McDaniel X X X
NG Scheduler John Benefield X X X
NG Scheduler Tisha Dale X X
NG Scheduler Russ Hall X X
% NG Scheduler Billie Williams X X
<41 NG Buyer - Physical;

NG Buyer - Financial Carol Thomasson X X X
Coal & Transport
Procure Manager Debra Rouse X
Fuels Environmental &
Compliance Manager | Vacant X
Manager - Emissions | Ashley Robinett X

Approved Commodities

Electricity Natural Gas Coal I Allowances
Title Name Energy l Trans. Gas | Transport [ Storage

Southern Power
Asset Management
Mgr Joe Stylinger X
Project Manager Kenneth Wills X
Term Trader Scott Morales X
Term Trader John Spratley X

Southern Company Generation Risk Management Policy Appendix | — 2
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ACCOUNTING AND TAX
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APPENDIX K
EMPLOYEE ACKNOWLEDGMENT

I have been provided a copy of the Southern Company Generation Risk Management Policy
(RMP) and have had an opportunity to read and familiarize myself with its contents and
understand the requirements that apply to my position.

I understand that the officers and Board of Directors of SCS place a very high priority on each
employee adhering to the requirements, policies, and procedures described in the RMP and on
the accurate tracking and reporting of levels and types of risks as described in the RMP.

I agree to comply with the policies, requirements, and procedures of the RMP as all or portions
of the RMP apply to my position. [ do not have any questions regarding or need to clarify any
matters contained in the RMP.

Printed Name

Signature

Date: , 200_

QAnitharn Camnanv (Aonoaratinn Ricle Mananamant Pnlirv Annandix K — 1
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Allowances

Approved
Commodity
Authortes

Authorized
Individuals

Authorized Trading
Limit

Daily Portfolio
Value

Financial
Instruments

Forwards

Futures

[lliquid Market

Mark to Market

APPENDIX L
DEFINITIONS

The right to emit chemical compounds such as sulfur dioxide usually
traded in the over-the-counter markets via brokers with one allowance
being equal to one ton of the pollutant (expressed in US short tons.) For
Sulfur Dioxide (SO2) see the 1990 Clean Air Act Amendments, Title IV
Section 402(3) “an authorizaton allocated to an affected unit by the
Administator, to emit, during or after a specified calendar year one ton of
sulfur dioxide. For NOx, the right to emit one ton of Nitrous Oxide
during the 5 months ozone season May through September (beginning
May 1 2003) as per the Final EPA Regional SIP Call Rules 40 CFR Parts
51, 72, 75 and 96. For trading in Green House Gases (predominately CO2)
one ton of carbon dioxide emitted on an annual basis.

Those commodites listed in appendix B which have been approved.

All applicable limitations imposed on SCG RMP trading activities, and
shall include, but not necessarly be limited to, authorized trading limits,

daily loss exposure limits, maximum approved value at nisk, income limits,
and term limits.

Employees whose position may involve: (1) the authority (or appearance
of authority) to directly bind SCS (or any subsidiary) to agreements with
third parties; and/or (2) the authority (or appearance of authority), acting
through its various brokers and other representatives, to bind SCS (or any
subsidiary) to exchange-traded futures and option contracts.

The levels set out in Appendix H. Such levels are expressed in dollars that
establish boundaries for maximum value at risk due to changes in market
prices.

The net present value on a MTM basis of yet to be performed transactions
from all approved portfolios.

Futures, forwards, options, swaps, and other denivative or financial nsk
management transactions entered into to hedge price nsks.

An agreement to buy or sell a quantity of a product, at an agreed price, on a
given date, with a specific counterparty. Forwards are typically trading in the
over-the-counter (OTC) markets.

An agreement to buy or sell 2 quantity of a product, at an agreed price, on a
given date, traded on an exchange, and cleared by a cleannghouse.

A market characterized by wide bid/offer spreads, lack of transparency,
and large movements in price after any sizable deal.

The value of a financial instrument, or osk book of such instruments, at
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(MTM)

Market Posiaons

Net Open Position

Open Position

current market rates, or prices of the underlying commodity.

Positions taken that are readily liquidated at a readily observable and
transparent price.

The sum of all open positions for the approved commodities on an
equivalent basis.

The difference between long positions and short positions in any given
nsk book.

Option An instrument which provides the holder the nght, but not the obligaton,
to sell to (or buy from) the option seller the underlying commodity at a
specified price and time.

Orginator The lead individual responsible for negotiating the transaction with the
counterparty.

Premises Southern Company Generation business office located in Birmingham,
Alabama.

Products Financial instruments and related transactions for approved commodities
as dictated by usage.

Risk Book The official record in which details of all transactions are maintained for
valuing, monitoring, managing, and reporting said risk.

RMP Risk Management Policy

SCS Southern Company Services, Inc.

Swaps An agreement to exchange net future cash flows.

Structured Any negotiated transaction not readily traded in the market and the price

Transaction of which is not easily validated.

Transactoons Futures, forwards, options, swaps, or other instruments conducted over-
the-counter or via organized exchanges including long- and short-term
agreements involving approved commodities or financial instruments.

Value at Risk (VaR)  The expected loss that will be incurred on the portfolio with a given level

of confidence over a specified holding period, based on the distnbution of
price changes over a given historical observation period. (This is not an
estimate of worst possible loss.)

N L LAt L MM RA_ a1 A . _ a1 ~
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8.  For each year 2003 through 2007, please break-down all the settled Financial Hedging
transactions within each of these years as follows:

Total Number of Annual Settled Transactions

Percentage of transactions settled within 0-6 months of initiation date
Percentage of transactions settled within 7-12 months of initiation date
Percentage of transactions settled within 13-18 months of initiation date
Percentage of transactions settled within 19-24 months of initiation date
Percentage of transactions settled greater than 25 months of initiation date.

ANSWER: A 5 c > e = C

AR SRUI

Year | Total Percent of | Percent Percent Percent Percent Total
Number of Total of Total of Total of Total of Total Percent of
Settled Settled Settled Settled Settled Settled Hedging
Transactions | Within 0-6 | Within 7- | Within Within greater Transactions
Monthsof | 12 13-18 19-24 than 25
Initiation Months Months Months Months
Date of of of of
Initiation | Initiation | Initiation | Initiation
Date Date Date Date

Notel: This data assumes that the contract settles in the contract month. Technically, a contract settles 3 days before the
contract month.

Note 2: A transaction could represent one financial contract (10,000 mmbtu) or many financial contracts.
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Bureau of Regulatory. Review Workplan - Gulf Power Co.

nlel and Pilrabased Power Hedg'lzz‘/' ‘In» astar-ﬂwned Electﬁc Utiliﬂes

historical management
philosophy toward fuel
procurement hedging
activities?

hedging program philosophy
since  2002. Should be
consistent with checklist of
program elements included in
Order PSC-02-1484.

company only initiates financial
hedges on its natural gas purchases.
Gulf Power and its agent, Southern
Company Services, employ a
philosophy to purchase hedges for
its future bums, with the goal of
having a minimum volume of its
budgeted natural gas hedged by a
certain future date. Currently, Gulf
has approval for SCS to initiate
financial hedges up to 36 months
from the forecast burn. The
company has not made any
significant changes to its fuel
procurement  hedging program
during the 2003 to 2007 review
period.

Southern Company Services,
using guidelines established by the
Southern Company Risk Oversight
Committee and with input from the
Gulf Power staff, develops an
annual hedging strategy. This
strategy is presented to the Gulf
Power Chief Financial Officer for
approval. Once SCS receives
approval for the strategy, the Fuel
Management  division initiates

Ref | Audit Areas | Audlt Task/Questlons Audlt Notes' | Fmdmg |
No.

I. Goals and Objectives
A What is the current and Evolution of the company’s | Based on Gulf Power’s fuel mix, the
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- Bureau of Regulatory. Review Workplan f‘fi%Gult Power Co.
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Ref
No.

Audlt Areas

Audlt Task/Questlons

'Audlt Notes |

Flndmg

financial hedges against the
forecasted natural gas consumption.
SCS evaluates its annual goals,
typically every 30 to 60 days, and
presents any recommended changes
to Gulf management. Once Gulf
Power accepts these changes, SCS
updates 1ts trading strategy.

Southern Company Services
initiates and settles its financial
hedging transactions through a
group of approved financial
counterparties. The company
believes there is a greater benefit to
using financial counterparties rather
than initiating trades directly with
the commodity exchange. SCS
identifies the greatest benefit to
using counterparties as the
established collateral agreements
between the two parties. These
agreements create credit threshold
limits that reduce the company’s
need to allot capital for margin
accounts.

What are the current and
historical fuel procurement

hedging strategies
objectives?

and

Objectives should be to
manage price volatility in the
fuel and purchased power it
purchases.

Gulf Power believes that the use of
financial derivatives allows the
company to limit the price volatility
of natural gas and protects its
customers from unusually large
increases 1n its fuel costs. Gulf




T Bureau"‘of;llagulato
Fvel and Purabased Power‘ edgin

Ref
No.

Audlt Areas

Audlt Task/Questions

Audit Notes

Findinvg" ‘

Power believes that the use of
financial hedges are superior to
physical hedges for a number of
reasons. First, the company
believes that physical hedges could
present a generation reliability issue
if the contractual commitment is not
maintained by the supplier. Gulf
Power believes that there is not
always an economic incentive for
the supplier to deliver the quality of
fixed-price gas in a timely manner.
Therefore, management believes
that the greatest incentive to the
supplier is to negotiate natural gas
contracts for market-price at
delivery. This ensures that Gulf
Power will maintain a secure supply
of fuel.

What volume of each fuel
type has been hedged for
the period 2002-2007?

Identify types of hedging
instruments used, and the
volume and type of fuel
associated with each type of
instrument.  See Order No.
PSC-02-1484 for data reporting
requirements.

Currently, Gulf Power divides its
hedging targets into summer and
winter periods, with an overall
hedging goal of 40 to 60 percent of
its natural gas forecast. SCS and
Gulf Power establish the annual
natural gas hedging targets, and re-
evaluate these targets every 30 to 60
days. The current procedures allow
SCS to purchase financial hedges 36
months out from the consumption
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Audit Areas

Audlt Task/Questlons

Audit Notes
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date.  Gulf Power management
believes that distributing its hedging
purchases over an extended period
of time allows the company to
benefit from downturns in the
market and volume cost averaging.

The Southem Company Risk
Oversight Committee establishes an
approved list of financial hedging
instruments. Currently, Gulf
Power’s approved strategy allows
SCS to initiate both swaps and
options with an  approved
counterparty. Historically, SCS has
only initiated swap transactions for
Gulf Power. Overall, the company
believes that swap transactions
provide the best derivative option
given the company’s natural gas
generation needs. There are no
premium or transaction costs
associated with a swap transaction.
During the period, the company has
increased its volume of hedging
transactions.

Does the fuel procurement
hedging program operate in
a manner that is non-
speculative and where the
fuel and other related costs
are prudently incurred?

The utility should have in place
policies and procedures that
ensure Iits associates and
management are effectively
evaluating all fuel purchasing
options in a non-speculative

The current strategy allows
SCS to interject greater subjectivity
in the purchasing of financial
hedges, and according to company
management, its goal is to purchase
during downward turns in the
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Audit Areas

Audlt Notes

What are the transaction costs
for each type of hedging
transaction conducted during
the period?

What are the components of
incremental O&M hedging
expenses?

this structure, Gulf Power does not
incur any direct transaction costs or
fees for this service. When an SCS
trading associate initiates a hedging
transaction, he determines the
current futures exchange trading
spread and solicits quotes from
approved counterparties. SCS
trading staff state that the

Ref Audlt Task/Questlons Fmdmg
No.
and unbiased manner, while | market. While this may, at times,
remaining focused on limiting | provide a benefit to the ratepayer, it
unnecessary costs; as directed | can be counterintuitive to the overall
in Commission Rules. hedging goal of stabilizing prices.
If SCS delays purchasing financial
The utility should not be | transactions because of upswings in
hedging more fuel then needed | the market, the company may be
to meet generation demand and | under-hedged or reliant upon
sales to other utilities. purchasing more costly hedges in
the short term. Gulf Power may
consider establishing a purchasing
timeline within its strategy to ensure
a more consistent, volume-
averaging approach to its hedging
purchases.
II. Cost and Benefits
8 What are the total costs Evaluate the true cost of fuel | Southem Company Services has
associated with the fuel hedging by reviewing the | historically initiated financial swaps
procurement hedging transaction costs and the | through counterparties for Gulf
program? incremental O&M costs: Power fuel hedging strategy. Under




Ref

Audit AreaS

' ‘Audit ‘No‘tes —

company’s. goal is to accept the best
counterparty offer. This offer
should be aligned with the current
NYMEX or ICE bid-ask spread.
There are no other direct costs
associated with this purchase; the
only expense will be the market
gain or loss at settlement.

Under the Commission’s
Hedging Order, Gulf Power
recovered incremental hedging
operating and maintenance costs
through the Commission’s Fuel
Cost Recovery docket each year
through 2006.

What are the benefits
associated with the fuel
procurement hedging
program?

Determine the variability of
monthly fuel costs (standard
deviations) for the period,

1. Including the impact of the
hedging program for each fuel
type

2. Excluding the impact of the
hedging program for each fuel
type :

How have these variables in
fuel costs impacted customer
rates?

Has the Utility’s fuel
procurement hedging

program been successful,

The utility should report the
success of its risk management
activities with respect to the

Gulf Power management believes
that its fuel hedging program has
met its goal of reducing price
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Ref

Audlt Areas

| Audit Task/Questions

Utility’s  decisions  to
purchase fuel using
hedging instruments?

What factors influence the
Utility’s decision to use
financial derivatives in
purchasing fuel?

written policies, procedures,
and guidelines, based on its
fuel purchasing goals, which
direct its fuel purchasing
decisions. These procedures
should include all prudent fuel
purchasing options.

The utility should have in place
guidelines and procedures that
direct its purchasing options.
The utility should have an
evaluation model in place to
provide insight on the most
prudent purchasing option at
any given time.

Audit Notes
No.
as reported by the objectives set forth in its fuel | uncertainty for its customers.
company? hedging risk management plan, | Overall, management believes that
per Order No. PSC-02-1484- | its customers benefit from the use of
FOF-EL financial  hedging. While
management  states that the
company will adjust its program to
meet the expectations of the
Commission, it believes that the
current Hedging Order has achieved
1ts original intent.
H What factors influence the The utility should have in place | Gulf Power only initiates financial

hedges on its natural gas purchases,
which comprise approximately 15
percent of the company’s overall
fuel purchases. Gulf Power has
taken a reserved approach to its
hedging program during the period,
hedging between 40 and 60 percent
of its annual total fuel forecasts.
When comparing to actual bums,
the annual percent of gas hedged
ranges from 30 to 59 percent during
the period.

SCS evaluates the volume and price
it should set for its hedging position.
The company’s overall hedging
strategy includes safeguards to limit
its staff’s ability to interject
speculative components into its
hedging decisions. SCS’s hedging
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strategy allows Gulf Power to
purchase hedges up to 36 months
from settlement. This can allow the
company to benefit from the effects
of volume-cost averaging and also
ensures that the majority of its
purchasing decisions are not based
upon a single market condition.
Overall, SCS’s approach is to hedge
on market declines. The company
believes that hedging during dips in
the market avoids having to explain
hedging high peaks. The company
will supplement its approach, on
occasion, with volume-cost
averaging.

III. Risk Management Plan
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Audlt Notes

Risk Management plan?
(ref: Order No. PSC-02-
1484-FOF-E], section 2)

procurement Risk Management
plan should:

1. Identify overall quantitative
and qualitative risk
management objectives;

2. Identify minimum quantity
of fuel to be hedged,;

3. Identify and quantify each
risk, general and specific, that
the utility may encounter with
its fuel procurement.

4. Describe the
oversight of its
procurement activities.
5. Verify that the utility
provides its fuel procurement
activities with independent and
unavoidable oversight;

6. Describe the utility’s
corporate risk policy regarding
fuel procurement activities;

7. Verity that the utility’s
corporate risk policy clearly
delineates individual and group
transaction limits and
authorizations for all fuel
procurement activities;

8. Describe the utility’s
strategy to fulfill its risk

utility’s
fuel

filed its Risk Management Plan as
prescribed in the Hedging Order.
The company has not made any
significant changes to its plans
submitted during the period 2003-
2007. Gulf Power has met the
majority of the expectations of the
Hedging Order through its Risk
Management Plan.

Gulf’'s plan is a detailed
explanation of its hedging program
and the company’s overall risk
assessment of its process. Audit
staff does note, however, that there
is one area of deficiency with Gulf
Power’s plan. The company does
not include the quantities of fuel
that it expects to hedge through
physical and financial hedges. Gulf
Power includes its Risk Oversight
Committee’s approved acceptable
nisk level within the plan; however,
this is not Gulf Power’s established
annual hedging goal.

Ref | Audit Areas Finding
No.

Does the utility have an Commission Order No. PSC- Audit staff believes that Gulf
I adequate Fuel procurement 02-1484 states a utility’s fuel | Gulf Power Company has annually | Power should include the annual

financial hedging goal within its
plan going forward.
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management objectives;
9. Verity that the utility has

sufficient policies and
procedures to implement its
strategy,

10. Indicate that number and
type of personnel who are
responsible for fulfilling the
utility’s  risk  management
objectives.

11. Venfy that the utility has a
sufficient number and type of
personnel who can fulfill its
risk management objectives.

12. Describe the utility’s cost
effective response to each
general and specific associated
with its fuel procurement.

13. Describe the utility’s
reporting system for fuel
procurement activities;,

14.  Vernfy that the utility’s
reporting system consistently
and comprehensively identifies,
measures, and monitors all
forms of risk associated with
fuel procurement activities; and
15. If the utility has current
limitations in implementing
certain hedging techniques that
would provide a net benefit to

10
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ratepayers, provide the details
of a plan for developing the
resources, policies, and
procedures for acquining the
ability to use effectively the
hedging technique.

IV. Program

Oversight

Does the
adequate
procedures
procurement
program?

policies

Utility have
and
for its fuel

hedging

Each utility’s should have
procedures,  controls, and
necessary safeguards in place
to ensure that the hedging
program is being administered
professionally and fairly.

Southern Company’s Risk
Oversight Committee has
implemented its Generation Risk
Management Policy and the Credit
Policy that outlines the authorized
process for implementing and
initiating financial hedging
transactions. The Generation Risk
Management Policy details the
preset limits and guidelines for each
employee authorized to conduct
financial transactions on behalf of
the company. The procedures also
establish the required management

11
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oversight of the process and the
monitoring of the risks associated
with initiating financial transactions.

The company’s Credit
Policy also applies to Gulf Power
and SCS’s generation and fuel
services. The policy dictates that all
of its trading activities must be
recorded and managed within
Southern Company’s risk
management books, which are
governed by its Risk Management
Policy. Specifically, the Credit
Policy establishes:

Counterparty evaluation criteria
Credit limits

Requirements for securing
transactions

Portfolio and diversification
requirements

Non-compliance with standards

Is there adequate
management oversight and
controls of the fuel
procurement hedging
program to ensure prudent
operations?

Utility management should
remain focused and involved in
fuel purchase oversight to
ensure the corporate goals are
followed. The utility should
have established management
updates on the fuel
rocurement programs,

Southem Company Board of
Directors has authorized the use of
financial hedging transactions for
fuel procurement. The board also
established a Risk Oversight
Committee to oversee the program.
The committee establishes the

company’s overall risk tolerance,

12
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Audlt Areas

Audit Task/Questions

Audit Notes

Finding

including routine reports that
provide detailed accounts of
fuel purchases.

The Utility should also inform
and seek approval from Board
of Directors for hedging
programs.

The Utility should have a Risk
Management Executive
Committee composed of Senior
Executive management.

determining the company’s
acceptable and unacceptable level of
overall risk. The Risk Oversight
Committee has established a
Southern Company Generation Risk
Management Policy to govern the
administration of fuel procurement
program. The Risk Management
Policy requires that the Chief
Financial Officer of Gulf Power
must approve any financial hedging
strategy prior to its initiation.

The company has a series of
financial and management controls
in place to ensure that its hedging
transactions are accurately initiated
and executed. These controls are
monitored by different offices and
company staff, allowing for
separation of duties and oversight.
Specific controls include:

Recording the negotiated trade
execution via telephone or instant
message.

Recording of all transacted deals in
the trading logbook.

Confirming all deals independently
within the company’s system by an
SCS Risk Control associate.
Reviewing all  signed trade

13
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procurement program and
hedging instruments?

audits of its fuel procurement
evaluate it

programs to
effectiveness.

performs both risk based audits and
scheduled audits for its corporate
and operating companies. The
Southern Company audit offices are
located in Birmingham, Alabama
and Atlanta, Georgia. Gulf Power

Ref Audlt Areas Alldlt Task/Questlons Audit Notes Fmdmg
No.
confirmations for accuracy by the
SCS Risk Control associates.
Notifying appropriate Gulf Power
personnel when a new hedge
position is initiated, allowing the
company to ensure SCS is
operating according to the
approved hedging strategy.
Producing appropriate management
reports to monitor transaction
details, settlement values, and
mark-to-market values.
Complying with Sarbanes-Oxley
required certification of internal
controls.
Describe any specialized What factors influenced the | Gulf uses a number of specialized
L fuel purchasing sofiware, utility’s decision to invest in | software programs to assist and
tools, or mechanisms to specialized hedging evaluation | evaluate its physical and financial
assist in evaluating and tools. hedging  purchases and fuel
initiating fuel procurement generation needs.
and hedging decisions? How have these tools improved
the utility’s fuel hedging
purchases
M | Has the Utility conducted The utility’s Internal Audit Southern Company has an | Audit staff believes management
Internal Audits of its fuel group should routinely conduct | Internal ~ Audit  division  that | should consider

updating its
2004 process evaluation.

14
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also maintains an audit staff in
Pensacola, Florida. The company’s
Fuel Procurement activities are not
on a scheduled audit cycle. Fuel
Procurement is reviewed as-needed
based on the company’s annual
internal risk assessment.

The last financial hedging
review completed by the company’s
Internal Audit Division was in 2003.
This review examined the Natural
Gas Hedging Process of Southern
Company Services. In 2004, the
Internal Audit unit completed a
follow-up to the 2003 Natural Gas
Hedging Review. The follow-up
review examined the company’s
process in  implementing its
T e jon plan.

—
wh
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Audit Areas

Audit Task/Questions

financial or physical fuel
hedging transactions?

associated with financial and or
physical hedging transactions,
including transaction costs
associated with derivatives,
gains and losses on futures
contracts, premiums on options
contracts, and net settlements
from swap transactions. Also,
the order requires the reporting
of operating and maintenance
expenses incurred for the
purpose of initiating and/or
maintaining a new or expanded
hedging program.

recording transactions.
Southern Company Services has in
place a three-prong organizational
structure for its fuel procurement
hedging group that allows for
adequate initiation and monitoring
of 1ts procurement transactions,
including all hedging transactions.
The three units are commonly
referred to as the front office,
middle office, and back office.
Each unit has specified roles and
responsibilities within the
procurement and hedging process.
The Trading group staff,
known as the front office, is
responsible  for executing the
financial transactions. The front
office staff has an approved set of
guidelines and procedures that must
be followed when initiating a
financial hedging transaction. The
traders must remain within the
hedging strategy that has been
approved by the Risk Oversight
Committee and outlined in the

Ref Audit Notes Finding
No.
Does the utility have Commission Order PSC-02- | Gulf maintains detailed records of
N adequate records 1484 requires the utility to | its trading transactions and employs
maintenance for all report non-speculative, | an organizational structure that
commodity costs, and the prudently-incurred commodity | provides a  check-and-balance
gains and losses from costs, gains and losses | approach to monitoring and

16
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Audit Task/Questions

Audit Notes

Finding

Generation  Risk
Policy

Risk Control, commonly
referred to as the middle office, is
an independent group that reports to
the SCS Comptroller. The group
monitors the transactions purchased
by the front office. The group is
also responsible for the risk control
negotiations of master agreements
between the counterparties.

The back office handles the
accounting transactions for the
financial hedges settlements. The
group monitors and enters the
settlement cost into the company’s
accounting systems and ensures that
the correct operating company is
credited for each settlement.

Management

Does the utility separate its
fuel procurement
responsibilities  for  its
regulated and non-
regulated entities?

entities.

The parent corporation should
have clearly defined, separate
fuel procurement units for its
regulated and non-regulated

As previously stated, Gulf Power’s
fuel procurement is outsourced to an
affiliated company, Southern
Company Services (SCS). This
company transacts the fuel
procurement activities for all of
Southern Company’s regulated and
non-regulated entities. While coal
is purchased specifically for each
operating company’s fleet, SCS
purchases natural gas in bulk
depending on the entry point, and

17




Ref Audlt Areas
No.
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distribute to each affiliate,
accordingly. SCS maintains
separate financial transactions for
each operating company. When a
financial transaction is initiated on
behalf of Guif Power, the SCS
system will segregate these
transactions into the Gulf Power
database. This allows for
monitoring and tracking of all Gulf
Power transactions independent of
the other companies.

E\BRR\Audit forms\ INITIAT\Workplan.doc
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Company: GULF
Area: Hedging

Auditor(s):  Coston, Hallenstein T

|"'Workload Control#. O R
‘ﬂFue Name.” nliDRanmm com S

Document # 1:

Date Requested:

Date Received:

Comments: (i.e., Confidential)

Document Title and Purpose of Review:

A. Please provide, annually, for the years 2003-2007, the percent of Gulf’s natural gas

purchases using long-term procurement (Upstairs group), and daily gas procurement

(Downstairs group).

B. For each, please include the percentage of financial hedges associated with each type of purchase.

Summary of Contents:

A. Upstairs group contracts are typically one year in advance of delivery and the term ranges from one season
up to three years. Although the contracts are long-term, the pricing are based on a daily index.

Daily procurement provides SC the flexibility to provide the amount of fuel on a near-term condition.

B. Gulf does not believe that there is a correlation to hedging long or short term contracts.

Conclusions: Company did not provide the percent

Data Request(s) Generated:
No. Description:
No. Description:

Follow-up Required:

Document # 2 :

Date Requested:

Date Received:

Comments: (i.e., Confidential)

Confidential

Document Title and Purpose of Review:
For each of the years 2003-2007, please provide:
A. The annual volume heading goals.

B. The actual percent of natural gas hedged in relation to the total gas purchased by the
company.

Summary of Contents:
The annual hedging goal is 40-60 percent

Annual, the company has hedged:
2003- 54.68
2004- 50.61
2005- 59.10
2006- 48.56
2007- 29.95

Conclusions:




Data Request(s) Generated:
No.  Description:
No. Description:

Follow-up Required:

Document # 3:

Date Requested:

Date Received:

Comments: (i.e., Confidential)

Confidential

Document Title and Purpose of Review:

Does Gulf Power set counterparty trading limits based on the party’s credit rating (e.g. — The counterparty
rated AAA has a higher threshold than the counterparty rated AA-).

If so, please provide a breakdown of the credit thresholds and the related trading limits?

Summary of Contents:
Chart provided with the credit ratings (AAA, AA-, A+, etc.) and the dollar limits assigned to each rating

Conclusions:

Data Request(s) Generated:
No. Description:
No. Description:

Follow-up Required:

Document # 4:

Date Requested:

Date Received:

Comments: (i.e., Confidential)

Pgs. 20,22, 23
Confidential

Document Title and Purpose of Review:

Please provide a copy of the PowerPoint presentation that was presented by Mr. Paul Hughes during staff’s
on-site visit, February 19, 2008.

Summary of Contents:
PowerPoint presentation of Southern Company’s hedging program.

Conclusions:

Data Request(s) Generated:
No. Description:
No. Description:

Follow-up Required:

Document # 5:

Date Requested:

Date Received:

Comments: (i.e., Confidential)

Confidential

Document Title and Purpose of Review:

Please provide a copy of the updated Gulf Power Company Risk Management Plan,

including updated
Appendices.

Summary of Contents:
An updated copy of the plan (originally provided in DR1)

Conclusions:

Data Request(s) Generated:
No. Description:
No. Description:
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Follow-up Required:

Document # 6:

Date Requested:

Date Received:

Comments: (i.e., Confidential)

Document Title and Purpose of Review:

A. Please describe the purpose and responsibilities of the Southem Company Risk Oversight Committee, as

it relates to Purchased fuel.

B. For the past 24 months, please provide copies of the minutes from the Southern Company Risk Oversight
Committee.

Summary of Contents:

The committee has broad responsibility of the sound management of risk that could affect the Co.s ability to
achieve its target risk/return objectives as determined by the Board and senior management, and comply with
all relevant legal and regulatory requirements.

The company also provided a listing of its responsibilities outlined in its Charter.

Conclusions:

Data Request(s) Generated:
No. Description:
No. Description:

Follow-up Required:

Document # 7:

Date Requested:

Date Received:

Comments: (i.e., Confidential)

Document Title and Purpose of Review:
As an addendum to DR1.9b, please provide the number of transactions and total mmbtu volume, annually,
separated by counterparties for years 2003-2007.

Summary of Contents:
Gulf provided updated information that includes detail transaction per counterparty.

Two largest relationships were CIBC (Canadian) and Mitsui & Co. (Japanese).

Conclusions:

Data Request(s) Generated:
No. Description:
No. Description:

Follow-up Required:

Document # 8:
Date Requested:
Date Received:

Comments: (i.e., Confidential) -

Confidential '

Document Title and Purpose of Review:
For each year 2003 through 2007, please break-down all the settled Financial Hedging
each of these years as follows:

transactions within

Summary of Contents:

Company provided the number of 1 h year. |
2007:

M oy
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Conclusions:

Data Request(s) Generated:
No. Description:

No. Description:
Follow-up Required:

Division of Competitive Markets and Enforcement

Bureau of Performance Analysis
i:\brmaudit forms\3field\document summary and control log.doc



EXHIBIT C

Line-bv-Line/Field-by-Field Justification
Line(s)/Field(s)

Response to Data Request 1.7a
Page 1 of |
Lines 1-10

Response to Data Request 1.10b

Page 9 of 15
Column A

Page 11 of 15
Column A

Page 13 of 15
Column A

Page 15 of 15
Column A

Response to Data Request 2.3
Page 1 of 1
Lines 1-15; Columns A-D

Response to Data Request 2.4
Page 23 of 33
Columns A- B

Justification

This information is entitled to confidential
classification pursuant to §366.093(3) (b),
Florida Statutes. The basis for this
information being designated as
confidential is more fully set forth in
paragraph 3.

This information is entitled to confidential
classification pursuant to §366.093(3) (d)-
(e), Florida Statutes. The basis for this
information being designated as
confidential is more fully set forth in
paragraph 2.

This information is entitled to confidential
classification pursuant to §366.093(3) (d)-
(e), Florida Statutes. The basis for this
information being designated as
confidential is more fully set forth in
paragraph 2.

This information is entitled to confidential
classification pursuant to §366.093(3) (d)-
(e), Florida Statutes. The basis for this
information being designated as
confidential is more fully set forth in
paragraph 2.



Response to Data Request 2.5 This information is entitled to confidential
classification pursuant to §366.093(3) (a)-

Page 3 of 32 (e), Florida Statutes. The basis for this

Lines 1-11 information being designated as
confidential is more fully set forth in

Page 4 of 32 paragraph 4.

Lines 1-29

Page 5 of 32
Lines 1-34

Page 6 of 32
Lines 1-27

Page 7 of 32
Lines 1-36

Page 8 of 32
Lines 1-28

Page 9 of 32
Lines 1-27

Page 10 of 32
Lines 1-4

Page 11 of 32
Lines 1-22

Page 12 of 32
Lines 1-19

Page 15 of 32
Columns A-B

Page 16 of 32
Columns A-B

Page 17 of 32
Columns A-B

Page 18 of 32
Columns A-B



Page 20 of 32

Lines 1-4, Columns A-B
Lines 5-9, Columns A-C
Lines 10-11, Columns A-C

Page 21 of 32
Lines 1-19

Page 22 of 32
Columns A-C

Page 23 of 32
Columns A-C

Page 24 of 32
Columns A-C

Page 25 of 32
Columns A and C

Page 29 of 32
Lines 1-23

Response to Data Request 2.8
Page 1 of 1
Lines 1-5; Columns A-G

Bureau of Regulatory Review Workplan
for Gulf Power Co.

Page 15 0f 18
Lines 1-12; Column A

This information is entitled to confidential
classification pursuant to §366.093(3)(e),
Florida Statutes. The basis for this
information being designated as
confidential 1s more fully set forth in
paragraph 5.

This information 1s entitled to confidential
classification pursuant to §366.093(3)(b),
Florida Statutes. The basis for this
information being designated as
confidential 1s more fully set forth in
paragraph 3.



Bureau of Performance Analysis Document
Summary and Control Loge

Page 3
Line 1, Column A

Page 4
Lines 1-4; Column A

This information is entitled to confidential
classification pursuant to §366.093(3)(b),
Florida Statutes. The basis for this
information being designated as
confidential is more fully set forth in
paragraph 3.



COMMISSIONERS:

STATE OF FLORIDA
MATTHEW M. CARTER II, CHAIRMAN
LisA POLAK EDGAR

KATRINA J. MCMURRIAN
NANCY ARGENZIANO

OFFICE OF COMMISSION CLERK
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ACKNOWLEDGEMENT

DATE: June 26, 2008
TO:

Susan Ritenour, Gulf Power Company

FROM: Ruth Nettles, Office of Commission Clerk

RE:

Acknowledgement of Receipt of Confidential Filing

This will acknowledge receipt of a CONFIDENTIAL DOCUMENT filed in Docket Number

080000 or, if filed in an undocketed matter, concerning certain documents produced by staff and

GPC in connection with 2008 Management Review of Gulf's fuel procurement hedging practices (PA-
07-11-007), and filed on behalf of Gulf Power Company.

locked storage.

The document will be maintained in

If you have any questions regarding this document, please contact Marguerite-Logkar
<3
Deputy Clerk, at (850) 413-6770.
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