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6 
7 
8 
9 Q. Please supply a comparison of FPL's Risk Management Plans for 2012 and 2013. 

10 Please explain or describe any changes between 2012 and 2013. 
11 
12 A. 
13 
14 The only major difference between the Risk Management Plans filed in 2011 and 2012 is 
15 FPL's decision to not hedge fuel oil consumption for 2014 in calendar year 2013. The 
16 discussion addressing the elimination of heavy oil hedging that was included in FPL's 2013 
17 Risk Management Plan is shown below: 
18 
19 A number of factors have led to a large drop in FPL's heavy oil burn projections for 2014. 
20 Projections can vary drastically from actuals due to operational constraints, unit outages or 
21 unexpected weather conditions. However, with the modernized Cape Canaveral gas unit 
22 coming on line in 2013 and the modernized Riviera gas unit coming on line in 2014; it is 
23 reasonable to expect lower heavy oil consumption. FPL is currently estimating 
24 approximately 120,000 barrels of heavy oil consumption from May 2014 through October 
25 2014. It is worth noting that 120,000 barrels of heavy oil consumption is equivalent to 
26 approximately 0.77 Bcf of natural gas consumption or, less than 14 day of typical gas usage 
27 in the summer period. 
28 
29 FPL currently hedges H of heavy oil burns and is required to keep hedges within a certain 
30 percentage band. However, with the projected heavy oil burns so low, small changes in 
31 projected fuel burns often require FPL to rebalance insignificant volumes because total 
32 hedges fall outside of the required band. Rebalancing such small volumes of heavy oil adds 
33 unnecessary transaction costs and does little to provide fuel price certainty. 
34 
35 
36 
37 
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Q. Regarding hedging activities, how does FPL assess and evaluate counter-party credit 
risk? 

A. 
An initial, formal credit review is performed prior to entering into a new counterparty 
relationship. Based on the credit analysis, a credit rating is assigned using a scale identical to 
that used by Standard & Poor's. Follow-up credit reviews are performed on an annual basis 
for counterparties with ratings of ^ ^ ^ ^ H " and below and for counterparties that are not 
externally rated. At least every other year, a credit review will be performed for those 
counterparties with ratings of " H ^ B H and above. Credit risk is assessed in accordance 
with an established risk policy approved by senior management. Al l counterparties are 
subject to the same review procedures. 

In addition to formal periodic credit reviews, credit personnel monitor the credit quality of 
counterparties on a continuous basis. If a question arises regarding the credit quality of a 
counterparty, they are placed on a "watch list", along with details of the specific limitation. 

cases of increased credit concern, a summary of the credit exposure to a counterparty is 
reported to management on a daily basis: and alternatives to manage the exposure down to a 
more acceptable level, where necessary, are actively explored. 

Credit management will approve a credit request after an acceptable review has been 
completed. Approval authority for setting credit limits is determined based on a preset 
delegated approval authority matrix, which takes into consideration the credit rating of the 
counterparty and the proposed limit size. Approval from the Exposure Management 
Committee (EMC) is required if the aggregated exposure to a counterparty family for all 
standard and nonstandard contracts exceeds the FPL Credit Matrix limits. 


