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2011 Hedging Strategy (IFB-4, Items 2 and 8)

FPL plans to hedge a portion of its projected 2012 residual fuel oil and natural gas
requirements during 2011. Absent specmal circumstances (e.g. 2 huiricane that
FPL concludes will substantially impair market functions), FPL will nnplement
its hedging pro g:ram w1th1n the following pa.rameters

Natiwral Gas

1)

2)

4)

FPL will hedge. appw}umately | of its projected 2012 natural gas.
requ1rements within the Hedging Window during 2011. This hedge
percentage is consistent with 2011 hedge levels and is within FPL’s

" system base load requirements. - FPL will hedge approximately- -of

each ifrdividual month’s projected natural gag require

FPL will utilize:
hedge its projected natural gas requirements,

FPL will execute its natural gas hedges for 2012 from —

through NN s shown below:

Hedging Window

During each month of the Hcé;gmg Window, FPL swill hedé;e the

percentages shown of its prOJected 2012 natural gas requitements. FPL
will have flexibility within any .given month to determine the appropriate

timing forexecuting hedges.
FPL intends to rebalance its natural gas hedge positions during the year

based on changes in forecasted market prices, projected umt outage -

schedules of changes in FPL’s load forecast. Once the iritial monthly

target volumes have been hedged, rebalancing will be executed to

maintain the hedge percentages inside approved tolerance bands. The

monthly tolerance bands for natural gas are +/- ! Therefore, the:

minimum and meximum monthly hedge percentages are - and -,

respectively.
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Heavy Fuel Qil

s’ FPL will hedge appr0x1mately - of its projected — through

: heavy fuel oil qumrements This. hedge percentage is
con51stent \mth 2011 hedge Ievels and is within FPL’s system base load
requirements. FPL will hedge approximately il of each of these
individual month’s projected heavy fuel oil reg .

2) FPL will utilize;

‘ hedge its projected heavy fuel oil requirements, . o

3) FPL will execute its heavy oil hedges for 2012 from _ through

' as shown below:

Hedging Window

Durmg each month of the Hedging W, dow_,' FP

percentages shown of its projected
fuel oil requirements. FPL will have flexibility within any given month to
determine the appropriate timing for executing hedges. .

4) FPL intends to rebalance its heavy oil hedge positions during the year
based on changes in forecasted market prices, projected unit cutage
schedules or changes in FPL’s load forecast. Once the iritial monthly
target volumes have been hedged, rebalancing will be executed to
maintain the hedge percentages inside approved tolerance bands. The
month]y tolerance bands for heavy fuel oil are +/- M Thercfore, the -
minimum and maximum monthly hedge peicentages are -and -,
respectively.

. Z({>  Reporting System for Fuel Procurement Activities (TFB-4, Items 13 and 14)
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FPL’s reporting systems comprehensively identify; ‘measure, and monitor all
forms of risk associated with fisel procuretnent activities.

FPL’s philosophy on reporting is that it should be timely, consistent, flexible, and .
transparent. Timely and consistent reporting of risk information is critical to the
effective management of risk. The utility has sufficient systems capability for
'idcnﬁf_y}ing, measuring, and monitoring all types of risk associated with fuel
procurement activities. These systems include: deal “capture, curtent and
historical pricing database, deal information, and valuation models, and a
reporting system that utilizes the information in the trade capture system and the
database: .

Specifically, sévéral reports are available at FPL to monitor risk:
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