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FLORIDA 

October 8, 2013 

Ms. Ann Cole, Commission Clerk 
Florida Public Service Commission 
2540 Shumard Oak Boulevard 
Tallahassee, FL 32399-0850 

RECEIVED·-FPSC 

13 OCT -9 AM 10: 28 

C Ot't MISS I 0 N 
CLE~K 

Dianne M. Triplett 
ASSOCIATE GENERAl COUNSEl 
Duke Energy Florida, Int. 

Re: Fuel and purchase power cost recovery clause and Generating Performance Incentive Foetor; 

Docket No. 130001-EI 

Dear Ms. Cole: 

Please find enclosed on behalf of Duke Energy Florida, Inc. ("DEF") the original and seven {7) 
copies of the following Audit Control #13-102-2-1. 

• DEF's Request for Confidential Classification for Exhibit A of Audit Control #13-102-2-1, 
along with a package containing two (2) redacted copies of the confidential documents 
and a separate envelope labeled "Confidential" containing one (1) unredacted copy of 
the exhibits with the confidential information highlighted in yellow. 

Thank you for your assistance in this matter. Please feel free to call me at (727) 820-4692 
should you have any questions. 

~~ 
Dianne M . Triplett 

DMT/emc 
Enclosures 

APA 
ECO 
ENG I 

--'---

cc: Parties of Record 

299 First Avenue North (33701) . Post Office Box 14042 {33733) . St. Petersburg, Florida 

Phone: 727.820.4692 . Fax: 727.820.5041 . Email: Dianne.triplett@duke-energy.com 

CCL -!1"-
IDM _.I __ 
TEL 
CLK 

FPSC Commission Clerk
FILED OCT 09, 2013DOCUMENT NO. 06031-13FPSC - COMMISSION CLERK



BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

ln re: Fuel and purchased power cost 
recovery clause with generating Docket No. 130001-El 

perfonnancc incentive factor. 
Dated: October 9, 20 I 3 

DUKE ENERGY FLORIDA INC.'S 
REQUEST FOR CONFIDENTIAL CLASSIFICATION 

Duke Energy Florida, lnc., ("DEF, or "Company"), pursuant to Section 366.093, Florida 

Statutes (F.S.), and Rule 25-22.006, Florida Administrative Code (F.A.C.). submits this Request 

for Confidential Classification for certain information contained in Staff's audit work papers 

pertaining to D EF's 2013 Hedging Activities Audit (Audit Control No. 13-102-2-1). In support 

ofthis Request, DEF states: 

1. The St.aiT audit work papers at issue contain "proprietary business information'· 

under Section 366.093(3), Florida Statutes. 

2. The following exhibits are included with this request: 

(a) Sealed Composite Exhibit A is a package containing an unredacted copy 

of all the audit work papers for which DEF seeks confidential trcatmcnl. Composite Exhibit A is 

being submitted separately in a sealed envelope labeled "'CONFIDENTI/\L:' In the unredacted 

version, the information asserted to be confidential is highlighted by yellow marker. 

(b) Composite Exhibit B is a package containing two copies of redacted 

versions of the documents for which the Company requests confidential classification. The 

specific information for which confidential treatment is requested has been blocked out by 

opaque marker or other means. 



(c) Exhibit C is a table which identillcs by page and line the information for 

which DEF seeks confidential classification and the specific statutory bases for seeking 

confidential treatment. 

(d) Exhrbit Dis an affidavit attesting to the confidenhal nature of information 

identified in this request. 

3. As indicated in Exhibit C, the information for which DEF requests 

confidential classification is "proprietary confidential business information" within the meaning 

of Section 366.093(3), F.S. Specifically, the audit work papers contain information that relates 

to sensitive business information, such as internal hedging practices and procedures, hedging 

volumes and transactions, hedging forecasts, percentages, and pricing information, the disclosure 

of which would impair the efforts of the Company to negotiate fuel supply contracts and fuel 

hedges on favorable tem1s. See § 366.093(3)(d), F.S.; Affidavit of Joseph McCallister at , , 5. 

furthermore, the infonnation at issue relates to the competitive interests of DEF, the disclosure 

of which would impair DEF's competitive business. § 366.093(3)(e); Affidavit of Joseph 

McCallister at •J 6. Accordingly, such information constitutes "proprietary <.:onfidential business 

infonnation•· which is exempt from disclosure under the Public Records Act pursuant to Section 

366.093( I), F.S. 

4. The information identified as Exhibit "A" is intended to be and is treated as 

confidential by the Company. See Affidavit of Joseph McCallister at 7. The information 

contained in the audit work papers has not been disclosed to the public, and the Company has 

treated and continues to treat the information at issue as confidential. See Affidavit of Joseph 

McCallister at c· 7. 



CERTIFICATE OF SERVICE 

1 HEREBY CERTJPY that a true and correct copy of the rego· a has been fumished v ia 
electronic ma il th is 9'11 day of October, 2013 to all parties o frec rd as· dica 'd below. 

Martha F. Barrera 
Senior Attorney, Office of the General 

Counsel 
Florida Public Service Commission 
2540 Shumard Oak Blvd. 
Tallahassee, FL 32399-0850 
m barrera_@psc.state .fl. L!5. 

Ausley & McMullen 
James D. Beasley/J. Jeffry Wahlen 
Post Office Box 391 
Tallahassee, FL 32302 
jbcasley1mauslcy.com~ 
jwahlcn@lauslcv .com 

Tampa Electric Company 
Paula K. Brown, Administrator

Regulatory Coord 
Post Office Box Ill 
Tampa, FL 3360 1-0111 
rcgdcpt(u{tccoencrgy .corn 

Florida Power & Light Company 
Kenneth Hoffman, V.P., Regulatory 

Relations 
215 South Monroe Street, Suite 810 
Tallahassee, FL 32301- 1858 
J5.cn.hgtrman a lnl.com 

Office of Public Counsel 
Tricia Merchant 
c/o The Florida Legislature 
Ill W. Madison Street, Room 8 12 
Tallahassee, fL 32399-1400 
Mcrchant .tricia(p lcg.statc.11 . us 

Beggs & Lane 
Jeffrey A Stone/Russell A. Badders 
Steven R. Griffin 
Post Office Box 12950 
Pensacola, FL 32591-2950 
jasffvbcggslanl:.com; 
rab tl!beggslanc.c\)m: 

Florida Power & Light Company 
John T. Butler, Managing Attorney 
700 Universe Boulevard (LAW/JB) 
Juno Beach, FL 33408-0420 
John.bmlcra. fpl.com 

Florida Public Util itjes Company 
Cheryl Martin, Director 
Regulatory Affairs 
Post Office Box 3395 
West Palm Beach, FL 33402-3395 
c 111 mart i JW!_. f'pul: . c<ll1l 



Exhibit A 
(Staff audit work papers) 

(Audit Control No. 13-102-2-1) 

''CONFIDENTIAL'' 



Exhibit B 
(Staff audit work papers) 

(Audit Control No. 13-102-2-1) 
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ED
J\.icTED Pr~gress Energy Floriua. Inc\; vfl;\ ' 

R t"'\ R1sk Manaaement Plan for L lt('1 11J 
Fuel Procurement and Vvholesale Power Purchase~ t 1 

For2013 

Progress Energy Florida. \~c. (PE~) is su~n1itting its_ 2~13 Risk Management 
Plan for review by the Flonda Pubhc Serv1ce CommiSSIOn. !he Risk 
Management Plan includes the required items as ou11ined in Attachment A of 
Order No. PSC-0?-1484-FOF-EI and specifically items 1 through 9, <=lnd itRms 13 
through 15 as set forth in Exhibit TFB-4 to the prefiled testimony of Todd F. 
Bohrmann of Docket No. 011605-EI and further clarified in Order No. PSC-08-

0667··PAA Fl of Docket No. 080001 -El 

several groups play key roles in the management. monitoring, and execution of 
the 

8
ctiv\ties outlined in PEF's Risk Management Plan. These groups include 

Fuels and System Optimization (FSO), Energy Supply Analytics, Global Risk 
Management (GRM). whidl ifH;ludes Enlerpli~e and Regulated Risk 
1•./\anagement (Risk Management). Regulated Accounting. Internal Audit. Legal 
and Information Technology. The activities supported by these groups include 
the following: procuring cornpelilively priced fuel. performing active asset 
optimiz<=ltion and portfolio management. executing PEF's hedging strategy, 
monitoring and reporting against established overs1ght limits for credit and 
margin limits, hedging and procurement, performing credit evaluations and 
momtoring credit and default exposure. performing deal validation. volume 
actualization. preparing and reviewing transactions and contracts, preparing 

10
urnai entries to account fo~ fuel_and power related activities, performing billing 

and payments und~~ the vanous rue.l and purchased pov1er contracts, performing 
audits, and mainta1ntng and support1ng needed systems to capture, track and 

account for these activities. 

Based on the July 2012 Fuels and Operations Forecast (FOF), PEF's estimated 
fuel consumption and economy transaction projections for 2013 are as follows: 

Coal BaSed on current projections, PEF forecasts io burn approximately -
tons of c:m~t 1n 2013 PEF·s forecasted coal requirement!; for ?01 ~ ~ 
prtmar.ly be purchased under term coal supply agreements. fhe coal supply 
·.v

1
1' be delivered w PEF·s plants via raii:-oad a;1d barge transportation 

agreements Spot p:1rc:h:=tses v:i:l be mad::- as nEeded :o supplement the term 

purchases. 

Heavy Oil 
Based on current projections, PEf forecasts to burn approximately -

barrels of heavy oil m 20!3 PEF's fore(;astcd heavy oi! ~equ:rements 
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:or 2013 are expected to oe met v,"t!i extstmg tn•:entory. ,;:though not 

anticipated. tf needed PEF v;itl make spot market pu~chases 

Liqht Oil . .. _ 

REDACTEu 

Based on current proJecttons, PEF rorecasts to burn approximately-

••• barrels of Iiyht oil in 2013. PEF's forecasted lighl fuel oil requirements 
for 2013 are expected to be purchased primar!ly under term suppiy 

agreements vvith flexible at indexed market prices. Spot market purchases 

will be made as needet.l to supplement terrn purchases. 

Natura l Gas 
Based on current p10jectiurts, PEF fot ecasl::s lu uurn C:lpproxirnatel - of natural gas in 2013 comprised of ~pp roximotely t PEF's 
generating plants an~_ at gas-tolltng purchased power facilities 
where PEF has the responsibility lo f.Jtuviue Ute llolur<:~l gas PEF's 

forecasted natural gas requirements for 2013 are expected to be purchased 
primarily under term supply a~reements based on market index pricing, with 
supplemental munlt1ly and da1ly putchases of natural gos being made as 

needed. 

Economy Power Purchases and Sales 
Based on current projections, PEF forecasts to purchas~roximately

of economy power and sel! approximate I~ million MWhs of 

economy power in ~.013 .. PEF adively ::;eek::>lo ~urcha~e and sell economy 

S 
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avatlable transmiSSIOn capacity. 

Item 1. ldentifv the companv's overal l quantitative and qua litative Risk 

Management Plan Objectives 

PEF's 1aenttfied 20 13 Risk Management Plan Objacttves are to effectively 
manage its overall fuei and purchased pow·er costs for 1ts customers by 
engagtnO in c:ompetitive fuel procurement pracitces and actlvtlit='s. pArfonning 
act

1
ve asset optimizatio1: and p~rtfolio managc:rncnt activities, and conttnuing 

to execute the company s hedgtng program to re::Juce price nsf< and pro'J!de 

gre::~tPr r.osts certainty for PEF's custom~rs. These items art. Cisr.· 1sseri 

further in Item 8. 

Item 2. Identify the minimum quantity of fuel to be hedqed and the 
activities to be executed dunnq tho remainder of 2012 and 

dunng 2013 

PEF util,zes a phased hedging program v:here hedge uansact1ons are 

execu:ed over ttmc \'/tit"~ the objective of rcduc n'J r··c,..; igk 8:-:·:::l pro·.;.ei,r;g 
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ore<Jter cost cen<J1nty for PFF's custu:ners Tre hedging progr<H11 tnclucles 

~xecut;ng ;:~pproved agreements over a rolitng 35-rnomh period ihl OU:Jh time 

for natural gas. heavy oil, and light oil. Natural gas hedging activity 

represents the largest component of PEF's hecfgmg program as natural g2s 

represents the largest fuel cost component of PEF's overall generation fuel 

costs. 
rQ~jFfllf. ~lTiAf 
y ~~A . lb.r'~d H!L, 

The volumes hedged over time represent a po1 tion of P EF's forecasterl burns 

w1th higher hedging tar~et r~nges in the near term and lower hedging target 

ranees in the outer penod. rhe hedge percentage target ranges outlined 

pro~ide 0 framework for con~istently ex~euting the la~ered h~dging strategy 

over time. PEF cannot pred1ct future pnces and PEF·s hedgtng program does 

not involve specutat1on or trying to ~out-guess" the market. All hedges are 

executed at the prevailing market price for 8ny given p0.riod that exists 8 t the 

ttme the hedging transactions are executed. The results of hedging activities 

may or may not resu lt. in net fuel cost savings due _to differences betv.;een the 

monthly settlement pnces and the actJI<ll hP.rl[lt~ pnr.e of the trans8ctions that 

were executed over time. The volumes hedged for each fuel type over time 

are based on penodic updated fuel forecasts and the actual hedge 

percentages for any month, rolling periocl or r.alend<'lr anl"\tJ;)I period mr:Jy 

come in htgher or lower than the target minimum hedge percentages and 

hedging ranges beca~se of actual fuel burns versus forecasted fuel burns. 

Actual burns can devtate from forecc=~stecl burns bP.r.<'lllSP. of rlyn<'lmic variables 

such as weather. unforeseen unit outages. actual load and changing fuel 

prices. PEF's multi-year approach to exccutmg fixed price transactions over 

time is a reasonable and prudent approc;r.h to mrlur.e price nsk and provide 

greater costs certainty for PEF's customers. 

Outlined below for each fuel type and exposure arc the targeted rninimurn 

hedge percentages to be hedged for the rerTlainder of 2012 and 2013: 

Natur;:;l Gas 
Natural gas represents PEF's largest fuel cost component and represents the 

lara est component of PEF's hedg1ng act1v1t1es. Pet- plans to cont1nue to 

ex~cuie its existing phased hedging progran' over a rollins 36-month period 

through tnne for natural gas through the rema1nder of 2012 and dunng 2013. 

The currently approved roll1ng hedge percentage !hat is outlined 1n PEF's 

Fue l~ and Power Optimization Risk Management Guidelines are as follows. 

Ptr V!i:l targe: ;o hedge a minirn;.1rn of , fore:::astod 

natural gas burns for the roll ing 36 mon rne period through time. 

respe:::tive1y, during the rema-nder o: 2012 ::!~d 2013. G:ven PEF's hed~ing 
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strat2gy. PEF will contin ue t o pan.icipate ;n spot natur2l gas pnces for a 7/ 1 0 

portion of 1ts estimated natura! gas needs. 
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Light Oil and Heavv Oi l 
With respect to light otl forecasted to be burned at PEF's owned generation 

fac1mies foi calendo• year 2013, during the balance of 2012 and during 2013, 

PEF will1arget to hedge a minimum o- of its forecasted li~ht 0 11 burns for 

the 2013 ca lendar period. 

As outlined in the 2012 Risk Management Plan, due to the decline in overall 

forecasted heavy oil usage for future periods, PEF made the decision not to 

execute heavy o il hedye::; for periods beyond 2012. 

Coal Rail and River Transportation Fuel Surcharges 

During the balance of2012 and during 2013, with respect to coal river and 1ail 

transportation estimated fuel surcharge exposure, PEF will ta r~et to hedge 

between-to~f the estimated fuel surcharge exposure for calendar 

year 2013, and a JtJinimum o~of the of the estimated fuel surcharge 

exposure for calendar year 2014. 

Summarv 
As PF.F moves through the remainder of 2012 and during 2013, PEF will 

continue monttor its fuel forecast and will continue to execute hedges over 

ttme to attempt to manayt::! lo the hedge percentage 1argets outlined for a 

portilm of its pmjected burns for natural gas, light oil, heavv oH, and estimated 

coal rail and nver transportatton fuel surcharge exposure. This hedging 

approach is consisient w tlli PEF's ex1sting strategy and allows PEF to 

contmue tn monitor the market and fuel forecast updates The hedging 

targets for each of the respective periods are included in PEr's Risk 

Management Guidelines in Attachment A. 

Item 3. Identify and quantify each risk. g eneral and specific. that t he 

utilitv may encounter with its fuel procurement. 

PEF has 1dentif1ed specific and general risks associated with the procurement 

of fuels cmd pmuer opttm:zatton activities The speci7!C nsks tnclude fuel price 

nsk, supplier pedormance and default risk l:quidtly nsk, credrt nsk. product 

avar!abrllty nsk. and changes in forecasted vo!umes. The general nsks 

include weather relatPd evP.nts such as hurricanes, exireme weather 

variaiions from forecast, bus1ness continui£y, and changes in enwonmemal 

ru!es and regutat1ons Oescnbed below are the spectcrc and gBnera: ns{s that 

PEF 15 cxpo~ed to and the activities ihat PEt:" un::iertakes to manage O'Jera/! 

exp:::>s:..tre !O these risks In addit!on the processes ihc:i PEF has 1n place to 

monrtor and quantify tllese nsks are also deswoed 

J 
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REDACTED 
PEF FUELS & POWER OPTIMIZATION RISK MGMT GUIDELINES 

[ERM-SUBS-000 15] 

(entire document-25 pages) 

Staff Workpapers (1 0-1 /2) 
Hedging Audit (Control No. 13-102-2-1) 
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Attachment 8 

i?l.!port Dote: 7/13/2012 

As?/: 7/11/2012 

• ,,0, ~~s LJH?rti'r Florid<~, Inc. 

; in n:ill1ons 

':ommodi!y 

---~---

CON FIDENTIAL 

~~ Progres-s Energy 

·.,. .. 
~ ..... 



REDACTED 
ISDA COLLATERAL ST.nvfMARY 

(entire document) 

Staff Workpapers (1 0-1/4) 
Hedging Audit (Control No. 13-102-2-1 ) 



REDACTED 
AUTHOruTYL~TMATruX 

(entire document- page l of2) 

Staff Workpapers (1 0-l /5) 
Hedging Audit (Control No. 13-102-2-1) 



REDACTED 
DUKE ENERGY POLICY STATEMENT -CO'M:MODITY RISK POLICY 

(entire document- 6 pages) 

Staff Workpapers (1 0-1/6) 
Hedging Audit (Control No. 13-102-2-1) 



REDACTED 
DUKE ENERGY POLICY STATEMENT -CREDIT POLICY 

(entire document- 5 pages) 

Staff Work papers (1 0-1/7) 
Hedging Audit (Control No. 13-102-2-1) 



REDACTED 
PEF FUELS & POWER OPTIMIZATION CREDIT RlSK MGMT GUIDELINES 

[ERM-SUBS-00020] 

(entire document- 12 pages) 

StaffWorkpapers (10- l/8) 
Hedging Audit (Control No. 13-102-2-1) 



REDACTED 
ENERGY SUPPLY BULK POWER MARKETING & TRADING DELEGATION 

OF AUTHORJTY 

(entire document- 2 pages) 

Staff Workpapers (1 0-1/9) 
Hedging Audit (Control No. 13-102-2-1) 
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Mike Bersani 
iv'tc6~tde, Oona!d L (GE Power & Vl/ater) (don31d.mcbr;:-il:e.~e co:nj h. 

. .>m: Moncc;y. Aprii .o~. 20·13 12:~8 p{\;~ ~" · ~ 
Keen, Mtcllaet 1 - L/ ~ 
ROD WatSO!); J0!1t::~. A!E:C (GE Pew:::t & Woler) ' , (.j ~~ '? 

Sent: 

RE. Fuel Oil Tan{ 1 / [ .J To: 
Ct:: 
Subject: 

\'/ill do ----------- _______________________ .., __ 
From: Keen, l'"lichael T fmailto:Michae!Keen©oqnmail.com) --------

Sent: ~onday, April 08, 2013 11:29 At-1 
lo: ('1cBridc, Donald L (I-F Power & Water) 
cc: 'rwatson@purenergyllc.com'; Jones, Alec (GE Power & Water) 

Subject: Re: r ucl Oil Tonk 

Let's test. 
___ .. ----- ·-----··-
Sent from my BlackBerry Wireless Handheld 

------ .. ----
From: McBride, Donald L (GE Power & Water) [mailto:dona!d.mcbride@qe.com] 

sent: i"lum..!ay, April 00, 2013 11:18 M-1 

To: Keen, tw1ichael T Cc: Rob watson <rwatson@pureneruvllc.com>; Jones, P.lec (GE ?ower & Water) <david2.jones@ge.com> 

subject: Fue: 011 Tanl< 

Mike, 

Las'( year we added a fuel Stabilizeribiocide to the fuel oil tank c:::>st to PGH wa-

we can adc.l the biocide again or ~equcst lnterTek (the company that gauges the tank for PGN} 5., 1 th .• • • . . > .. mpe etank-nd 

determine if llle add tttve ts reqUired Clgil tn th t:.; year_ o 

cost t o PGN for the sampling would 

Let me !<now how PGN/Ouke would Hkc to proceed. 

Rr.g?.rds. 

?Jor:4.id L 7i~S-.ia 

Pl;:;nt Mara~er 
Shaj'J titlis Po'::er Co:r p«£1:', I.LC 

T {7L7)857-1787 x202 
r~\ (727) 2<~3-3148 
F (727} 857-1998 
E dcmM m:::!L'lCe;flioe corn 

~42-lO Mar~'"a:'l: E~ergy ':'.!?.) 

So~ing ~ill. FL 3t.510. USA 
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Company Name: Progress Energy Florida 4\Ho Audit Purpose: Hedging Activities Testing 

Docket No. 130001-EI 

Month ZKey Fuel Market Amount 

8/1/2012 A 2437253 Gas NYMEX ··{'\ .- \ \ $ 

8/1/2012 B 2457822 Gas NYMEX J ·3 I$ 

8/1/2012 c 3353522 Gas NYMEX 
1 t $ 

8/1/2012 D 3479619 Gas IFERC t{-l- i P· ?"$ 

9/1/2012 E 2437255 Gas NYMEX . i" $ 

9/1/2012 F 2640231 Gas 
I 

NYMEX """ -1 ( $ ~ I ..,.... 

9/1/2012 G 3372262 Gas lfERC \ ,.. ., 1$ 
9/1/2012 H 3461719 ·Gas 

(1 . ., 
NYMEX $ 

10/1/2012 2468937 Gas NYMEX t{.1~J (·'!· $ 

10/1/2012 J 3201575 Gas NYMEX \l.'1-}.,} $ 

01/01/13 K 2640235 Gas NYM EX 1,- r. f $ 

01/01/13 l 3341166 Gas NYMEX ~1-{-; J..$ 
02/01/13 M 2640236 Gas NYMEX ·s's 
02/01/13 N 3312395 Gas NYMEX 4'1- y 
03/01/13 0 2209423 Gas IFERC r: ! $ 

03/01/13 p 3298002 Gas NYMEX (~1-; ~ { $ 

04/01/13 Q 2220225 Gas IFERC r. :> ....Y $ 
~ , I 

04/01/13 R 2579397 Gas IFERC -J;l .... , $ 

05/01/13 s 2165079 Gas 
(7 ,., 

IFERC lf>-g; $ 

06/01/13 T 3541882 NYMEX 'f/-JJ' •'<. $ 

2469670 
lr 

07/01/13 u IFERC 't'J-Li r ro$ 
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REDACTED 
TRADE SETTLEMENT INVOICES 

(entire document- 5-10 of 11 pages) 

Staff W orkpapers ( 4 7- 1 0) 
Hedging Audit (Control No. 13-102-2-1) 
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Q Company; Progress Energy Florida ~~ 

6 Subject: Hedging Risk Management Plan ---... 

~ ' Period: August 1, 2012 through July 31, 2013 ~ 
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Hedging Golds Per Risk Management Plan· 2013 (ProJected) 

Projected Burn Volume 

Unit of Measure 

Hedging TMget 

1 - 12 Montt·s 

13- 24 Months 

25 - 36 Months 

Minimum Hedge (of Forecasted Burn: 

1-12 Months 

13 - 24 Mon:hs 

25- 36 Mon~hs 

Projected Burn Volume 

Unit of Measure 

Percentage 

Actual Hedging Results 

Source: As Referenced 

PEF 

PEF 

Docket No. 130001-El 

(In Millions! (In Millions) lin Mtllions) 

t I '{!- ?.~ 

{In Millions) (In MHiiorsl 

Economy Power 

Purchases 
,;;..:...;:;.__:;.:::..:

..:~..:_;:.;..::; 

't'i ~I I'· 
MWHs 
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Risk :vlt~nageme.-. Plan 

Progress Energy Florida, Inc. 
Risk Ma.nagement Plan for 

Fuel Procurement and Wholesale Power Purchases 
For2013 

Progress Energy Florida, Inc. (PEF) is submming its 2013 Risk Management 
Plan for review by the Florida Public Service Commission. The Risk 
Management Plan includes the required items as outlined in Attachment A of 
Order No. PSC-02-1484-FOF-El and specifically items 1 through 9. and items 13 
through 15 as set forth in Exhibit TFB-4 to the prefiled testimony of Todd F. 
Behrmann of Oocl<et No. 01.1605-El and further clarified in Order No. PSC-08-

0667-PAA-El of Docket No. 080001-El 

several groups play l<ey roles in the management, monitoring, aml exe<.;utioll of 
the activities outlined in PEF's Risk Management Plan. These groups include 
Fuels and System Optimization (FSO), Energy Supply Analytics, Global Risk 
Management (GRM). which includes Enterprise and Regulated Risk 
Management (Risk Management), Regulated Accounting, Internal Audit, Legal 
and Information Technology. The activities supported by these groups include 
the following: procuring competitively priced fuel, performing active asset 
optimization and portfolio management. executing PEF's hedging strategy, 
monitoring and reporting against established oversight limits for credit and 
margin limits, hedging and procurement, performing credit evaluations and 
monitoring credit and default exposure, performing deal validation, volume 
actualization, preparing and reviewing transactions and contracts, preparing 
journal entries to account fo~ fuel and power related activrties, performing billing 
and payments under the vanous fuel and purchased power contracts, performing 
audits, ana maintaining and supporting needed systems to capture, track and 

account for these activities. 

Based on the July 2012 Fuels and Operations Forecast (FOF), PEF's estimated 
fuel consumption and economy transaction projections for 20·13 are as follows: 

Coal u.C\ 
BaSed on current projections, PEF forecasis to burn approximately llllllill 
tons of coal in 2013. PEF's forecasted coal requirements for 2013 will 
pnmarily be purchased under term coal supply agreements. The coal supply 
v

1
ill be delivered to PEF's plants via railroad and barge transportation 

agreements. Spot purchases will be made as needed to supplement the term 

purchases. 
.r 

Heavy Oil tt,.~~\ 
Based on current projections, PEF forecasts to bu~n approx1mately 

- barrels of heavy oil in 2013. PEF's forecasted heavy oil requirements 

- . 
I/, I .. - / 
I / t 

} .' . . 



Page 2 
for 2013 arc expected to be met with existing inventory. Although not 
ant!ci~ated, if needed PEF will make spot market purchases 

...... -........_ 
:' -- .... ~\ 

I ' ..• \i 
',_...I . . ) 

~' 

Light Oil ,~.; 
Based on current projections, PEF forecasts to burn approximately- · \ 
- barrels of ligh1 oil in 2013. PEF:s f?rec~ted light fuel oil requirements 
for 2013 arc expected to be purchaseo pnmar:ly under term supply 
aqreements with flexible at indexed market prices. Spot market purchases 

will be made as needed to supplement term purchases . 
.-A. /'l ~\ 

Natural Gas I ' /" - /~~ 
Based on current projectiono/, PEF forecasts to burn approximately- ... - . · 

BCF of naturalg3s in 2Q.13/C?_~prised of appmximr:Jtely~t PEF's 
generating plants and . 'at gas-tolling purchased power facilities 
where PEF has the responsibility to provide the natural gas. PEF's 
forecasted natural gas requirements for 2013 are expected to be purchased 
primarily under term supply agreements based on market index pricing. with 
supplemental monthly and daily purchases of natural gas being made as 

needed. 

Economy Power Purchases and Sales 
Based on current projections, PEF forecasts to purchase app 1i11i11iiiiii1 of economy power and sell approximately 

economy power in 2013. PEF actively seeks to purchase a 
po\ver as opportunities arise based on market prl~~s. dispatch costs and 

available transmission capacity. 

Item 1. Identify the company's overall quantitative and q ualitative Risk 
Management Plan Objectives. 

PEF's identified 2013 Risk Management Plan Objectives are to effectively 
manage its overall fuel and purchased power costs for tts customers by 
en

9
aging in competitive fuel procurement practices and activities, performing 

active asset optimization and portfolio management astivities. and continuing 
to execute the company's hedging program to reduce pnce nsk and provide 
greater costs certainty for PEF's customers. These items are discussed 

further in Item 8. 

Item 2. Identify the minimum quantity of fuel to be hedged and the 
activities to be executed during the remainder of 2012 and 

during 2011 

PEF util!zes a phased hedging program where hedg:: transactiOns are 
executed over time wiih the objadive or reciucing pr:ce r;sk and providing 

t;.:- i 
I I I 
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~~~::~:::::::~:::inty for PEFs customers The hedgin:~~::~~~~~= ~ ~(~ ~ 
executing approved agreements over a rolling 36-muntll period through time \\ 

for natural gas. he-avy oiL and light oiL Natural gas hedging activity 

represents the largest component of PEF's hedging program as natural gas 

represents the largest fuel cost <.;UIIlponent of PEF's overall generation fuel 

... -:::;'. 
... . ~ 
"~) t 

.... / 

costs. 

. I 

\~Y~/110 
The volumes hedged over time represent a po1tion of PEF's forecasted burns 

with higher hedging target ranges in the near term and lower hedging target 

ranges in t he outer period. The hedge percentage target ranges outlined 

provide a framework for consistcntiy executing ttte layered ltedging strategy 

over time. PEF cannot predict future prices and PEF's hedging program does 

not involve speculation or trying to Qout-guess" the market All hedges are 

executed at the prevailing market price for any given period that exists at the 

time the hedging transactions are executed. The results of hedging activities 

may or may not result in net fuel cost savings due to differences between the 

monthly settlement prices and the actual hedge price of the transactions that 

were executed overtime. The volumes hedged for each fuel type overtime 

are based on periodic updated fuel forecasts and the actual hedge 

percentages for any month, rolling period, or calendar annua_t period may 

come in higher or lower than the target minimum hedge percentages and 

hedging ranges because of actual fuel bums versus forecasted fuel bums. 

Actual burns can deviate frorn forecasted burns because of dynamic variables 

such as weather, unforeseen unit outages. actual load and changing fuel 

prices. PEF's multi-year approach to executing fixed price transactions over 

time is a reasonable and p!Udent approacl1 to reduce price risk and provide 

greater costs certainty for PEF's customers. 

Outlined below for each fuel type and exposure are the targeted minimum 

hedge percentages to be hedged fqr the remainder of 2012 and 2013: 

Natural Gas 
Natural gas represents PEF's largest fuel cost component and represents the 

largest component of PEF's hedging activities. PEF pia ns to continue to 

execute its ex,sting phased hedging program over a rolling 36-month period 

through time for na1ural gas through the remainder of 2012 and during 2013. 

The currently approved rolling hedge percentage that is outlined in PEF s 

Fuels and Power Optimization Risk Management Guidelines are as follows . 

• 
• 
.. 

PEF will target to hedge a minimum of 65(%, 45% and 20% of forecasted 

natura! gas burns roc the rolling 3G-month time period through time, 

respecti\Jely. during the remainder of 2012 and 2013. Given PEF's hedging 
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srrategy, PEF w1ll continue to part;cipote in $pOt natural gas pnces for a ~ 

portion of its est1mated naturai gas needs. l \ \~, . 

Light Oil and He~vv O_il _ V\/ I 1 1· I 
With respect to lig~t o1l forec~sted t<? be burned at PEF's owned generation 4 Jl )} 
facilities for calenoar year 20 r3, durmg the balance of 2012 and during 2013, 

PEF will target to hedge a minimum of- of its forecasted light oil burns for 

the 2013 calendar period. · '-f~ 

.t:..s outlined in lhe 2012 Risk Management Plan, due to the decline in ovcmll 

forecasted heavy oil usage for future periods, PEF made the decisron not to 

execute heavy oil hedges for periods beyond 2012. 

Coal Rail and River Transportation Fuel Surcharges 

During the balance of 2012 and during 2013, with respect to coal river and rail 

transport~tio_n_ estim~ted fuel surcharge exposure, PEF will target to hedge 

~-lllllliflbf the e?!~'I'~ted fuel surcharge exposure for calendar 

year 2013, and a m1n1mum o~of the of the estimated fuel surcharge 

exposure for calendar year 2014 -!.f~( 

Summary 
As PEF rnoves through the remainder of2012 and during 2013, PEF will 

continue monitor its fuel forecast and will continue to execute hedges over 

time to attempt to manage to the hedge percentage targets outlined for a 

portion of its projected burns foi nCituml gns, Hght oil, heavy oil, and est1matcd 

coal rail and river transportation fuel surcharge exposure. This hedging 

approach is consistent with PEF's existing strategy and allows PEF to 

continue to monitor the market and fuel forecast updates. The hedging 

taroets for each of the respective periods are included in PEF's Risk 

Management Guidelines in Attachment A. 

Item 3. Identify and quantify each risk, general and specific, that the 

utility may encounte r with its fuel procurement. 

PEF has identified specific and general risks associated w1th the procurement 

of fuels and power optimization activities. The speci-:ic risks include fuel price 

risk, supp!ler performance and defau!t risk, liquidity risk, credit risk, product 

availability risk, and changes in forecasted volumes. The general risks 

include weather related events such as hurricanes, extreme weather 

variations from forecast. business continuity, and changes in environmental 

rules and regulations. Described below are the specific and general risks that 

PEF is exposed iO and the activities that PEF undertakes to manage overall 

exposure to these risks. In addition, thP. pror.esses thai PFF has in placP. to 

monito: and quantify these risks are also described . 

:'( )' .. ~ 
,I • 
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DUKE ENERGY FLORIDA 
Confidentiality Justification Matrix 

Exhibit C 

DOCUMENT/RESPONSES PAGE/LINE JUSTIFICATION 
Staff Audit Work Papers 10-111 (pages 1-4 of 18): 2013 §366.093(3)(d), F.S. 
related to DEF's 2013 Risk Management Plan (hedging The document in question 
Hedging Activities 

volumes & percentages) contajns confidential 
(Audit Control No. 13- 102-2-1) I 0-112: PEF Fuels & Power information, the disclosure of 

Optimization Risk Mgmt which would impair DEF's 
Guidelines (ERM-SUBS-000 I 5) efforts to contract for goods or 
(entire doc- 25 pgs.) services on favorable terms. 

10-113: Total Default Exposure 
§366.093(3)(e), F.S. by Commodity (20 12-2019 

commodity costs & total costs) The document in question 
contains confidential 

10-114: JSD.A Collateral information relating to 
Summary (entire doc) competitive business interests, 

I 0-1/S: Authority Limit Matrix the disclosure of which would 
(page I of2) impair the competitive 

10/116: Duke Energy Policy 
business of the provider/owner 
of the information. 

Statement- Commodity Risk 
Policy {entire doc - 6 pages.) 

10-117: Duke Energy Policy 
Statement- Credit Policy (entire 
doc-S pages.) 

10-1 /8: PEF Fuels and Power 
Opiimization Credit Risk Mgmt 
Guidelines (ERM-SUBS-00020) 
(entire doc - 12 pages.) 

10-1 /9: Energy Supply Bulk 
Power Marketing & Trading 
Delegation of Authoriry (entire 
doc-2 pages.) 

10-1110: Gas Hedging Status 
2002-20 II (counterparty, 
volume, fixed price and 
savings/cost on hedge) (I 0 pages) 

10-1/1 1: #6 Oil Hedging Status 
(counterparty, volume, fixed 
price, and savings/cost on hedge) 

10-1/12: #2 Oil Hedging Status 



(counterparty, volume, fixed 
price, and savings/cost on hedge) 

10-1/13: PEF Gas Storage 
Hedging Status (activity for 
August - December 20 12) 

10-1/14: PEFCoal 
Transportation Hedging Status-
Barge (volume, fixed price and 
estimated savings/cost on hedge) 

10-1115: PEF Coal 
Transportation Hedging Status-
Rail (volume, fixed price and 
estimated savings/cost on hedge) 

10-1/16: DEF Gas Hedging 
Status (activity for January -July 
2013) (counterpart)', volume, 
fixed price, and savings/cost on 
hedge) (15 pages) 

10-1 /17: DEF #2 Oil Hedging 
Siatus (counterparty, volume. 
fixed price, and savings/cost on 
hedge) 

l0-1/18: DEF Coal 
Transportation Hedging Status-
Barge (volume, fixed price, and 
estimated savings/cost on hedge) 

10-1119: DEF Coal 
Transportation Hedging Status 
Rail (volume, fixed price, and 
esiimated savings/cost on hedge 

45: Reconciliation ofTolling 
Cost- Shady Hills Tolling 
Charges (entire doc - I page.) 

45-1: Documentation Supporting 
Tolling Cost for October 2012-
Shady Hills Invoice (page 1: 
entire doc; page 2: MWs, fixed 
price, and adjustments; page 3: 
price calculations). 

45-2: Documentation Supporting 
Tolling Cost for November 201 2 
-Shady Hills Invoice (page I: 
entire doc; page 2 : MWs, fixed 
price, and adjustments; page 3: 
price calculations). 



45-3: Documentation 
Supporting Tolling Cost for April 

2013- Shady Hills Invoice (?age 

I: entire doc; page 2: enrire doc; 

page 3: fuel stabilizer costs; page 

4: MWs, fixed price, and 
adjustments; page 5: pr-ice 
calculations). 

45-4: Documentation 
Supporting Tolling Cost for June 
2013- Shady Hilts Invoice (Page 
I: entire doc; page 2: MWs, fixed 

price, and adjustments; page 3: 

price calculations). 

45-5: YOM Pricing (entire doc). 

46-1: Regulated Fuels Inventory 

Mgmt Process - Segregation of 

Duties (entire doc - 3 pages.) 

46-2: DEP and DEC 2013 
Regulated Trading Cycle
Business and Work Flow 
Narrative (entire doc- 14 pages.) 

46-3: Duke Energy Regulated 

Utilities Operations (RUO) 
rranchised Electric Trading and 

Risk Management Processes 

Audit# 113029 June I 0, 2013 

Summary Reports (pages 1-3 of 

5) 

47: NG Hedge Transactions 
selected for sampling (Aug 20 12-
Ju ly 20 13) ( counterparty & 
amounts) 

47-1: Aug. 2012 PEf Actual 
Balance Sheet pages 1-2: 
( counterparty); Aug. 20 12 natural 

gas actual financials: pages 3-4 

(counter party, counterparty 
name, qty, P & L, settlement); 

Trade Settlement/Invoices: 
pages 5-19 (entire doc.) of21 
pages. 

47-2: Sept. 2012 PEF Actual 
Balance Sheet pages 1-2 
(counterparty); Sept. 2012 natural 

gas actual tinancials: pages 3-4 



(counterparty, counterparty name, 
qty, P & L, & settlement); Trade 
Settlement / Invoices: pages 5-19 
(entire doc.) of20 pages. 

47-3 : Actual Balance Sheet 
pages 1-2 (counterparty); Oct. 
2012 narural gas actual tinanc•als: 
pages 3-4 (countcrparty, 
counterparty name, qty, P & L); 
Trade Settlement / Invoices: 
pages 5-I I (entire doc.) of 12 
pages. 

47-4: Actual Balance Sheet 
pages l-2 (counterparty); Jan. 
2013 natural gas actual financials: 
page 3 (countcrparty, 
counterparty name, qty, P & L, & 
settlement); Trade Settlement I 
Invoices: pages 5-15 (entire doc.) 
of 16 pages. 

47-5: Actual Balance Sheet 
pages 1-2 (counterparty); Feb. 
2013 natural gas actual financials: 
page 3 (counterparty, 
counterparty name, quantity, P & 
L, & settlement); Trade 
Settlement / Invoices: pages 5-14 
(entire doc.) of 15 pages. 

47-6: Actual Balance Sheet 
pages 1-2 (counterparty); Mar. 
2013 natural gas actual financials: 
page 3 (counterparty, 
counterparty name, quantity, P & 
L. & settlement); Trade 
Settlement I Invoices: pages 5-14 
(entire doc.) of 15 pages. 

47-7: Actual Balance Sheet 
pages 1-2 (counterparty); Apr. 
2013 narural gas actual financials: 
pages 3-4 (countcrparty, 
counterparty name, quantity, P & 
L, & settlement); Trade 
Settlement / Invoices: pages 5-17 
(entire doc.) of 18 pages. 

47-8: Actual Balance Sheet 
pages 1-2 (counterparty); May 
2013 natural gas acrual financials: 
pages 3-4 {counterparty, 
counterparty name, quantity, P & 



L, & settlement); Trade 
Settlement / Invoices: pages 5-9 
(entire doc.) of I 0 pages. 

47-9: Actual Balance Sheet 
pages 1-2 (counterparty); June 
2013 natural gas actual financials: 
pages 3-4 ( collflteq>arty, 
counterparty name, quantity, P & 
L, & settlement); Trade 
Settlement /Invoices: pages 5-11 
(entire doc.) of 12 pages. 

47-10: Actual Balance Sheet 
pages 1-2 (counterparty); June 
2013 natural gas actual financials: 
pages 3-4 (countcrparty, 
counterparty name, quanti[)', P & 
L, & senlement); Trade 
Settlement I Invoices: pages 5-10 
(entire doc.) of 11 pages. 

49: PEF Hedging Risk 
Management Plan for Aug. 20 12 
-July2013 (volumes, %'s, 
hedging results, purchases and 
sales - for all commodities) 

49-1: 2013 PEF Risk 
Management Plan for Fuel 
Procurement and Wholesale 
Power Purchases (commodity 
volumes, length of time and 
percentages) - 4 pages. 

49-2: Monthly Hedging Goals 
vs. Monthly Actual Hedge 
Results Aug. 2012 -July 20 13 
(volumes & %'s) 

49-2/1: Hedging Summary by 
Commodity for Jan-July 2013 
(savings/costs, volumes & %'s) 

49-212: Hedging Summary by 
Commodity for Jan-Dec 20 12 
(savine.slcosts, volumes & %'s) 



Exhibit D 

AFFIDAVIT OF JOSEPH 
McCALLISTER 



BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In re: Fuel and purchased power cost 
recovery clause with generating 
performance incentive factor. 

Docket No. 130001-EI 

Dated: October 9, 2013 

AFFIDAVIT OF JOSEPH McCALLISTER IN SUPPORT OF 
DUKE ENERGY FLORIDA'S 

REQUEST FOR CONFIDENTIAL CLASSIFICATION 

STATE OF NORTH CAROLINA 

COUNTY OF WAKE 

BEFORE ME, the undersigned authority duly authorized to administer oaths, 

personally appeared Joseph McCallister, who being first duly sworn, on oath deposes and 

says that: 

I. My name is Joseph McCallister. I am over the age of 18 years old and I 

have been authorized by Duke Energy Florida (hereinafter "DEF" or the "Company") to 

give this affidavit in the above-styled proceeding on DEF's behalf and in support of 

DEF's Request for Confidential Classification. The facts attested to in my affidavit are 

based upon my personal knowledge. 

2. I am responsible for Natural Gas, Oil and Emissions in the Fuel 

Procurement Section of Fuels and Systems Optimization Department for Duke Energy. 

This unit is responsible for any natural gas, oil and emission allowance acquisition for 

Duke Energy Indiana (DEI), Duke Energy Kentucky (DEK), Duke Energy Carolinas 

(DEC), Duke Energy Progress (DEP) and DEF systems. 



3. In this position, I am responsible, along with the other members of the 

section, for the management of the gas transportation, hedging activities, administration 

of gas contracts with various suppliers for DEI, DEK, DEC, DEF and DEP's electrical 

power generation facilities. 

4. DEF is seeking confidential classification for certain information 

contained in Staff's audit work papers pertaining to DEF's 2013 Hedging Audit (Audit 

Control No. 13-102-2- 1). A detailed description of the confidential information at issue 

is contained in confidential Exhibit A to DEF's Request for Confidential Classification 

and is outlined in DEF's Justification Matrix that is attached to DEF's Request for 

Confidential Classification as Exhibit C. DEF is requesting confidential classification of 

this information because it contains sensitive business information, the disclosure of 

which would impair the Company's efforts to negotiate fuel supply contracts on 

favorable terms and adversely effect DEF's hedging operations. 

5. DEF conducts hedging activities and negotiates with potential fuel 

suppliers to obtain competitive contracts for fuel options that provide economic value to 

DEF and its ratepayers. DEF must keep company operations confidential, such as 

internal hedging practices and procedures, hedging volumes and transactions, hedging 

forecasts, percentages, and pricing information. DEF must also be able to assure fuel 

suppliers that sensitive information they provide DEF will be kept confidenti al. With 

respect to the information at issue in this Request, DEF has kept confidential and has not 

publicly disclosed confidential information such as internal hedging practices and 

procedures, hedging volumes and transactions, hedging forecasts, percentages, and 

pricing information. Absent such measures, DEF and suppliers would run the risk that 



sensitive business information that they provided would be made available to the public 

and, as a result, end up in possession of potential competitors. Faced with that risk, 

persons or companies who otherwise would contract with DEF might decide not to do so 

if DEF did not keep this sensitive business information confidential. Without DEF's 

measures to maintain the confidentiality of sensitive business terms, the Company's 

efforts to obtain competitive fuel supply contracts could be undermined. 

6. Additionally, the disclosure of confidential information of DEF's 

company operations could adversely impact DEF's competitive business interests. If 

such information was disclosed, DEF's efforts to obtain competitive fuel supply options 

that provide economic value to both DEF and its ratepayers could be compromised by 

DEF's competitors changing their purchasing behavior within the relevant markets. 

7. Upon receipt of confidential information from fuel suppliers, and with its 

own confidential information, strict procedures are established and followed to maintain 

the confidentiality of the information provided, including restricting access to those 

persons who need the information to assist the Company, and restricting the number of, 

and access to the information. At no time has DEF publicly disclosed the information in 

question. The Company has treated and continues to treat the information at issue as 

confidential. 

8. This concludes my affidavit. 

Further affiant sayeth not. 



Dated the 7~ day of October, 20l3. 

Jo p McCallister 
Fuel Procurement 
Natural Gas, Oil and Emissions 
Fuels and Systems Optimization 
Duke Energy 
526 South Church Street 
Charlotte, NC. 28202 

THE FOREGOING INSTRUMENT was sworn to and subscribed before me this 
_2_ day of October, 2013 by Joseph McCallister. He is personally known to me, or has 
produced his N/A driver's license, or his N/A as 

identification. 

(Signature} 

Rita G Kale 
(Printed Name) 

NOTARY PUBLIC, STATE OF NC 

June 17 2017 
(Commission Expiro1ion D~lc:) 

(Serial Number, 1r Any) 




