FILED OCT 09, 2013
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CLER Dianne M. Triplett

ASSOCIATE GENERAL COUNSEL
Duke Energy Florida, Inc,

October 8, 2013

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

Re: Fuel and purchase power cost recovery clause and Generating Performance Incentive Factor;
Docket No. 130001-El

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.

e 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.
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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
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REFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re: Fuel and purchased power cost
recovery  clause  with  generating Docket No. 130001-EI
performance incentive factor.

Dated: October 9, 2013

DUKE ENERGY FLORIDA INC.’S
REOQUEST FOR CONFIDENTIAL CLASSIFICATION

Duke Energy Florida, Inc., (“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 1o DEF’s 2013 Hedging Activities Audit (Audit Control No. 13-102-2-1). In support
of this Request, DEF states:

1. The Staff audit work papers at issue contain “proprietary business information™
under Scction 366.093(3), Florida Statutes.

2. The following exhibits are included with this request:

(@)  Sealed Composite Exhibit A is a package containing an unredacted copy
of all the audit work papers for which DEF seeks confidential treatment. Composite Exhibit A 1s
being submitted separately in a sealed envelope labeled “CONFIDENTIAL.” 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 identifies by page and line the information for
which DEF seeks confidential classification and the specific statutory bases for seeking
confidential treatment.

(d)  Exhibit D is an affidavit attesting to the confidential 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 terms. See § 366.093(3)(d), F.S.; Affidavit of Joseph McCallister at § 5.
Furthermore, the information 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 § 6. Accordingly, such information constitutes “proprietary confidential business
information” which is exempt from disclosure under the Public Records Act pursuant to Section
366.093(1), F.S.
4. The information identified as Exhibit “A” is intended to be and 1s 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

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

McCallister at § 7.



electronic mail this

CERTIFICATE OF SERVICE

9" day of October, 2013 to all parties of rec rd as jfidicalsd below.

[ HEREBY CER TIFY that a true and correct copy ofth;ﬁrego has been furnished via

Martha F. Barrera

Senior Attorney, Office of the General
Counsel

Florida Public Service Commission

2540 Shumard Oak Blvd.

Tallahassee, FL 32399-0850

mbarrera@psc.state.fl.us

Ausley & McMullen

James D. Beasley/J. Jeffry Wahlen
Post Office Box 391

Tallahassee, FL 32302
ibeasley/@ausley.cont,

']wahlcnffijauslcv.com

Tampa Electric Company

Paula K. Brown, Administrator-
Regulatory Coord

Post Office Box 111

Tampa, FL. 33601-0111
regdept@tecoencrgy.com

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

215 South Monroe Street, Suite 810
Tallahassee, FL 32301-1858
Ken.hofTman@tpl.com

tthew Bem

Office of Public Counsel

Tricia Merchant

c¢/o The Florida Legislature

111 W. Madison Street, Room 812
Tallahassee, FL 32399-1400

Merchant triciafdlee.state. fl.us

Beggs & Lane

Jeffrey A. Stone/Russell A. Badders
Steven R. Griffin

Post Office Box 12950

Pensacola, FLL 32591-2950
1as(@begeslanc.com;
rablbegeslane.com;

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

Florida Public Utilities Company
Cheryl Martin, Director
Regulatory Affairs

Post Office Box 3395

West Palm Beach, FL 33402-3395

cmmartiné [pue.com




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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REDAOTEB Progress Energy Florida, Inc\y L/]l) .

Risk Management Plan for ’/f ]
Fuel Procurement and Wholesale Power Purchases
For 2013

Progress Energy Florida, Inc. (PEF) is submitting its 2013 Risk Management
Plan for review by ihe Florida Public Service Commission. The Risk
anagement Plan includes the required items as outlined in Attachment A of
Order No. pSC-02-1484-FOF-El and specifically items 1 through 8, and items 13
through 15 a@s set forth in Exhibit TFB-4 to the prefiled testimony of Todd F.

Bohrmann of Docket No. 01 1605-El and further clarified in Order No. PSC-08-
0667-PAA-FI of Docket No. 080001-El

Several groups play key roles in the management, monitoring, and execution of
the activities outlined in F’_’EFfs Risk Management Plan. These groups include
Fuels and System Optimization (FSO), Energy Supply Anal

S ytics, Global Risk
Managesment (GRM}), which includes Enlerprise and Regulated Risk

Management (Risk Management), Regulated Accounting, Internal Audit, Legal
and Information Technology. The activities supported by these groups include
the following: procuring compelitively priced fuel, performing active assat
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 vaiidation, volume
actualization, preparing and reviewing transactions and contracts, preparing
journai entries to account for fuel and power related activities, performing biling
and payments under the various fuel and purchased power contracts, performing
audits, and maintaining and supporting needed systems to capture, track and
account for these activities.

Based on the July 201

9 Fuels and Operations Forecast (FOF), PEF’s estimated
fuel consumption and

economy transaction projections for 2013 are as foliows:

Coal

Based on current projections, PEF forecasts to bum approximately_
rons of coal in 2013, PEF's forecasted coal requirements for 2013 wi

primanly be purchased under term coal supply agreements. The coal supply
will be delivered 1© PEF’s plants via raiiroad and barge iransportation '
agreements. Spot purchases will be maca as needed io supplement the term
purchases.

Heavy Ol
Based on curreit projections, PEF foret
harrels of heavy oil in 2013. PEF
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¢ar 2013 are expected to b
anticipated, if needed PEF will make spot market purchases
Light OIl o ’
Based on current projections, PEF forecasts to burn apprcximate[y-
[ SRS
cor 2013 are expected to be purchased primarily under term supply
sareements with flexible at indexed market prices. Spot market purchases
will be made as needed 1© supplement tern purchases.

Natural Gas

Based on current projections, PEF forecasts lo burn apprw
-of natural gas in 2013, comprised of approximately a2t PEF's
generating plants an Ml ot gas-tolling purchased power facilities
where PEF has the responsibility to provide lhe nalural gas. PEF's
¢orecasted natural gas requirements for 2013 are expected to be purchased
primarily under tem supply agreements based on market index pricing, with
supplemental monthly and daily purchases of hatural gas being made as
needed.

wg_iﬂ:hases and Sales
Based on current projections, PEF forecasts to purchase approximately ||
SRR ~f cconomy power and sell approximatel: million MWhs of
economy power in 2013. PEF actively seeks lo purchase and sell econdmy
power as oppo Aunities arise based cn markel prices, dispal

REL piice patch cosis an
available transmission capacity.

C::chid

ltem 1. Identify the company’s overall quantitative and gualitative Risk
Management Plan Objectives.

PEF's identified 2013 Risk Management Plan Objectives are to effectively
manage its overall fuel and purchased power costs for its customers by
engaging in competitive fuel procurement praclices and activities, paerfarming
active asset optimization and porifolio management aclivities, and ¢ :

: : ontinuing
tg execute the company s hedging program to reduce price risk and provide

5 e E o | s e ) 4 T - -
greater cOsis certainty for PEF’s customers. These items are discussed
further in ltem 3.

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

during 2013

PEF utilizes a phased hedging program where hedga transactions are
execuied over tme with the objcetive of reducing prics 1is:

C & 1iSK ang providin

Mt oil in 2013. PEP’s forecasted light fuel oil requirements

e met with existing inventory. Alihough not r\iiﬂ i

REDACTEL
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areater cost certainty for PEF’s customers. The hedging program includes
executing approved agreements over a roliing 35-month period through time
for natural gas, heavy oil, and light oil. Nai

ural gas hedging activity
5 the largest compenent of PEF's nedging program as natural ga
represents g g S 9

_AS
represents the largest fuel cost component of PEF's overall generation fuel
7 3 g;' 3] 1
costs. i\‘ Lin b M ?iig
CLUICERERERERR) 1
The voiumes hedged over iime represent a portion of PEF’s forecasted burns

with higher hedging target ranges in the near term and lower hedging target
ranges in the outer period. The hedge perceniage target ranges outlined
provide a framework for consistently executing the layered hedging strategy
over time. PEF cannot predict future prices and PEF’s hedging program does
not involve speculation or trying to “out-guess” the market. All hedges are
cxecuted 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 of may not result in net fuel cost savings due to differences between the
monthly cettlerment prices and the actual hedge price of the transactions that
were executed over time. The volumes hedged for each fuel type over time
are based on periodic updated fuel forecasts and the actuat hedge
percentages for any month, rolling period, or calendar annual perind may
come in higher or lower than the target minimum hedge percentages and
hedging ranges because of actual fuel burns versus forecasted fuel burns.
Actual burns can deviate from forecasted burns because of dynamic variables
such as weather. unforeseen unit outages, actual load and changing fuel
orices. PEF’s multi-year approach to executing fixed price transactions over
time is @ reasonable and prudent approach 1o 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 for the remainder of 2012 and 2013:

' e
Naturat Gas

Natural gas represents PEF’s largest fuei cost component and represents the
laraest component of PEF’s hedging activiues.

Pkt plans to continue to
oxcoute its existing phased hedging prograr

gram over a rolling 36-month period
through time eor natural gas through the remaindar of 2012 and during

2013.
The currently approved rolling hedge percentage that is outlined in PEF's
Fucls and Power Optimization Risk Management Guidelines are as follows:

DEF il target 0 hedge a minimurm of- '

natural gas hurns for the rolling 36-month time

~tively, during the remainder of 2012 and
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strar_:—“.g‘-,f. PEF wi_n continue to participate in spot naturzl gas prices for a 4 (fﬁ? 7
portion O its estimatea natural gas needs. o f

Light Oll and Heavy Oil
With respect o liaht oil forecasted to be burned at PEF’ :
. = t S owWne: nerati
fFacilities for calendary year 2013, during the balance of 2012 anz gi:n;agg?h
i 3,

PEF will target to hedge a minimum of ot its fore ,, i
the 2013 calendar period. casted light oil burns for

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

forecasted heavy oil usage for future periods, PEF m e
Py L Iade &
execute heavy oil hedyes for periods beyond 2012. the decision notio

Coal Rail and River Transportation Fuel Surcharges
During the balance of 2012 and during 2013, with re ;

: : , with respect t o
transportation est rated fuel surcharge exposure, PEPF will?acrgzlt E(girezﬂd rail
between to ot the estimated fuel surcharge exposure for Caien%zr

year 2013, and a minimum of ot the of the estimated f
ted fue
exposure for calendar year 2014. Uel surcharge

Summary

As PEF moves through the remainder of 2012 and during 2013, PEF wi
continue moniter its fuel forecast and wili continue 1o execute 'néd Fwill
time to atternpt to manage 1o the hedge percentage fargets outlin 3 j-"? over
portion of itS projecied burns for natural gas, light oil, heavy oil, and ?ia i
coal rail and river transportation fuel su rchargé QKDG’sure_ Thi; :‘:S estimate
approach is con;istem willi PEF's existing strategy and allows PEF%Q
continue to monitor the market and fuel forecast updates. The her‘.n[_b
targets for each of the respective periods are included i1 PEF’ 'P_w:giﬁg
ManagementGuidelines in Attachment A. =FS RISk

ltem 3. id_erltif}{ and quantify each risk. general and specific, th
utility may encounter with its fuel procurement e

PEF has identified specific and general risks associated with the proc

of fuels and power optimization activities. The specitic risPsI injf*l zr&o?ufem.em
ik, supplier performance and default risk, liquidity nisk C“\E""If:ii[;, e -Llc.l] price
avaitability nisk, and changes in forecasted ‘-’Oiumég_ Ttlwe g;n‘ag{- _r:[Ouu;;a_
nclude weather refated events such as hurricanes, extreme w; +, Eﬁﬂs
variations from forecast, business continuity, and cﬂang eé 0 :aL_r:Ur |
les and reguiations. Described below are gesin envienmental

the specific and ge .
: ; T T e nd generai risks that
PEF is cxpoaed to and the activities that PEF underiakes io ”‘anﬂgj risks thai

exposure 0 these risks. In addition, the processes that PEF has in place t
monitor and quantify thess risks are also described fas in place 1o

e overail

(el B A

e ~‘\“

Iy P
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REDACTED

PEF FUELS & POWER OPTIMIZATION RISK MGMT GUIDELINES

[ERM-SUBS-00015]

(entire document-25 pages)

Staft Workpapers (10-1/2)
Hedging Audit (Control No. 13-102-2-1)
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[SDA COLLATERAL SUMMARY

(entire document)

Staff Workpapers (10-1/4)
Hedging Audit (Control No. 13-102-2-1)
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AUTHORITY LIMIT MATRIX

(entire document- page 1 of 2)

Staff Workpapers (10-1/5)
Hedging Audit (Control No. 13-102-2-1)
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DUKE ENERGY POLICY STATEMENT-COMMODITY RISK POLICY

(entire document- 6 pages)

Staff Workpapers (10-1/6)
Hedging Audit (Control No. 13-102-2-1)
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DUKE ENERGY POLICY STATEMENT-CREDIT POLICY

(entire document- 5 pages)

Staft Workpapers (10-1/7)
Hedging Audit (Control No. 13-102-2-1)
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PEF FUELS & POWER OPT IMIZATION CREDIT RISK MGMT GUIDELINES
[ERM-SUBS-00020]

(entire document- 12 pages)

Staff Workpapers (10-1/8)
Hedging Audit (Control No. 13-102-2-1)
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ENERGY SUPPLY BULK POWER MARKETING & TRADING DELEGATION
OF AUTHORITY

(entire document- 2 pages)

Staff Workpapers (10-1/9)
Hedging Audit (Control No. 13-102-2-1)
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REDACTED

RECONCILIATION OF TOLLING COST

(entire document- 1 page)

Staff Workpapers (45)
Hedging Audit (Control No. 13-102-2-1)



REDACTED

Invoice

(entire document- page 1 of 3)

Staff Workpapers (45-1)
Hedging Audit (Control No. 13-102-2-1)
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REDACTED

Invoice

(entire document- page 1 of 3)

Staff Workpapers (45-2)
Hedging Audit (Control No. 13-102-2-1)
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REDACTED

Invoices

(entire document- pages 1 and 2 of 5)

Staff Workpapers (45-3)
Hedging Audit (Control No. 13-102-2-1)
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Mike Bersam ol hf‘a‘ }_aillé_ N SR omeest e
.om: WieBride, Donzld L (GE Power & Wate o
Sent: Monday, Aprit 03, 2013 -12:-;§ P ter) [donald.mebrice@ge.com
To: Keen, MichasiT '
Ce: Rub Watson; Jones, Alec (GE Power & Wal ; -
bt * \ L= ler)
Subject: RE: Fusl Ol Tanx e Zf I? K’j}
viill do
From: Keen, Michael 14 [maiEtO:MiChEQLK_Qﬂ@}_{J_g@_EH_-CQm} B T e NS

Sent: Monday, April 08, 2013 11:29 AM

To: McBride, Donald L (GE Power & Water)

Ce: 'Matsan@purenergyﬂc.com'; Jones, Alec (GE Power & Water)
Subject: Re: Fuel Oil Tank

Let's test.

Sent from my BlackBerry Wireless Handheld

From: McBride, Donald L (GE Power & Water) moloderadmebideececomd
sent: Monday, Apri €8, 2013 11:18 AM =

To: Keen, Michael T

Cc: Rob Watson <rwatsen@ ureneruvlic.com=; Jones, Alec
Subject: Fuel Oit Tank

(GE Power & Water) <david2.jones@ge.com>

Mike,
Last year we added @ fuel stabilizer/biocide to the fuel oil taik cost to PGH ‘lJP_

We can add the biocide again or request IntarTek (the compan

e company that gauges th ! .

determine il the additive is required again this year. ges the tank for PGN) sample the tank and
!

Cost to PGN for the sampling would —

Let me know Now pGN/Duke would like to proceed.
Regards,

Dowatd L. T Bride
Piant Manager
Shady Hilis Power Company, 1L.LC

44340 Marchan: Energy Way
Spring Hill, FL 34510, LSA
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pIFEERENC
DIFFERENCE %
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DIFFERENCE
DIFFERENCE R
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11,342 361,27
(3,297 572.72)
{22.5)

31 302015.41

7,544,452 .00
{15,841 435 59)
(33.2)
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REDACTED

Invoice

(entire document- page 1 of 3)

Staft Workpapers (45-4)
Hedging Audit (Control No. 13-102-2-1)
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REDACTED

VOM PRICING

(entire document- 1 page)

Staff Workpapers (45-5)
Hedging Audit (Control No. 13-102-2-1)
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REGULATED FUELS INVENTORY MGMT PROCESS-SEGREGATION OF
DUTIES

(entire document- 3 pages)

Staff Workpapers (46-1)
Hedging Audit (Control No. 13-102-2-1)



REDACTED

REGULATED TRADING CYCLE-BUSINESS AND WORK FLOW
NARRATIVE

(entire document- 14 pages)

Staff Workpapers (46-2)
Hedging Audit (Control No. 13-102-2-1)



REDACTED

REGULATED UTILITIES OPERATIONS

(entire document- 1-3 of 5 pages)

Staff Workpapers (46-3)
Hedging Audit (Control No. 13-102-2-1)
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Company Name: Progress Energy Florida | ]\
Audit Purpose: Hedging Activities Testing w( hﬂl\pj
Docket No. 130001-El i
Month ZKey Counter Party Fuel Market Amount
8/1/2012 A 2437253 Gas NYMEX oo | 15
g/1/2012 B 2457822 Gas NYMEX | 93, &
8/1/2012 C 3353522 Gas NYMEX [ S
g/1/2012 D 3479619 Gas FERC ({50 25
9/1/2012 E 2437255 Gas NYMEX Y
9/1/2012 F 2640231 Gas NYMEX ;1 {13
9/1/2012 G 3372262 Gas FERC  © s
9/1/2012 H 3461719 Gas NYMEX A lS
10/1/2012 | 2468937 Gak NYMEX 13 06 $
10/1/2012 ) 3201575 Gas NYMEX y1-3,2 $
01/01/13 K 2640235 Gas NYMEX r-?ES
01/01/13 L 3341166 Gas NYMEX <177 \?3 s
02/01/13 M 2640236 Gas NYMEX o 75
02/01/13 N 3312395 Gas ha— l/g
03/01/13 O 2209423 Gas IFERC e §
03/01/13 P 3298002 Gas NYMEX 172 1
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S Subject: Hedging Risk Management plan ~
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T e
Hedging Golds Per Risk Management plan - L@Qﬂ-’_@}ected)
PEF Gas {ln mMilions)  (In Millions)  1In Millions) Economy Power
Generated ___T()Iling Matural Gas Heawy Oil Light Oil Coa'- Rail  Coal-Barge purchases  Sales

¥ Unit of Measure i BCF Barrels Barrels tons £\ MWHs  MWHs
S HedgingTacset (Minimum

- 1-12 Month ; b - -

p onths Nt \ 0% G-} . %4 =l -

7 13 - 24 Months .4 Vo ¥,

3 26 - 36 Months

A Minimum Hedge (of Forecasted Burn; _
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i; 13 - 24 Months Sy i a H f‘q}

2 25 - 36 Months '

-:u PEF Gas (In Millions) {In Millions) (In Millior:s)

B _G_enerated Tolling Natural Gas Heavy Oil Lig i Cozl-Rail  Coal -Barge

2 projected Burn Volume
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Progress Energy Florida, Inc. . }é \
Risk Management Plan for f E.‘
Euel Procurement and Wholesale Power Purchases I//?///’
For 2013 -

Progress ENergy Florida, nc. (PEF) is submitting its 2013 Risk Management
Plan for review by the Elorida Public Service Commission. The Risk

Management Plan includes the required items as outlined in Attachment A of

Order No. PSC_02-1484—FOF-EI 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.
Bohrmann of Docket No. 011605-El and further clarified in Order No. PSC-08-
0667-PAA-El of Docket No. 080001-E!

Several groups play key roles in the management, monitoring, and execution of
the activities outlined in PEF’s Risk Managem ent 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), Re_guiated 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 strateay,
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 for fuel and power related activities, performing billing
and payments under the various fuel and purchased power contracts, performing

audits, and 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 pr

ojections for 2013 are as follows:
Coal U 4
Based on current projections, PEF forecasts to burn approximately _
tons of coal in 2013. PEF's forecasted coal requirements for 2013 will

primarily be purchased under term coal supply agreements. The coal supply
will be delivered to PEF's plants via railroad and barge transportation
agreements. Spot purchases wi

Il be made as needed to supplement the term
purchases.

&1

Heavy Oil

E Al
Based on current projections, PEF forecasts o bum approximately | G
-barrels of heavy oil in 2013, PEF's forecasted heavy oil requirements

R
iy,

-
\“‘--L ™
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for 2013 arc expected t0 be met with existing inventory. Although not

anticipated, if needed PEF will make spot market purchases u\‘ {\1{

| ~Y
Light Oll - " Iff \-’] o
Based on current projections, PEF forecasts to burn approximate[y- : ! ]f/

arrels of light oit in 2013 PEF’s forecasted light fuel oil requirements

for 2012 are expected to be purchased primarily under term supply
agreements with flexible at indexed market prices. Spot market purchases
will be made as needed to supplement term purchases.

; ':.!"\_ A ¢ “'\
Natural Gas B /- .
Based on cu rrent projections; PEF forecasts to burn approximate!yﬁ
RCE of natural gas in ZQ‘j_ygg_m_prised of approximately_ﬁ’r FPEF'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
Supplementa'u monthly and daily purchases of natural gas being made as
needed.

Economy Power purchases and Sales P
B@;ﬁi on ¢ current projections, PEF forecasts to purchase a.pproiimateiy

el of economy power and sell approximately ) o
economy power in 2013. PEF actively seeks to purchase and sell economy
power as opportunities orise based on market prices, dispatch costs and
available transmission capacity.

ltem 1. |dentify the company’s overall quantitative and qualitative Risk
Management Plan Objectives.

PEF's identified 2013 Risk Management Plan Objectives are to effectively
manage its overall fuel and purchased power costs for its customers by
engaging in competitive fuel procurement practices and activities, performing
active asset optimization and nortfolio management activities, and continuing
to execute the company’s hedging program to reduce price risk and provide
greater costs certainty for PEF’s customers. These items are discussed
further in ltem 8.

tern 2. Identify the minimum quantity of fuel to be hedged and the
activities fo_be executed during the remainder of 2012 and
during 2013

PEF utilizes @ phased hedging program where hedgs transactions are
avecuted over time with the objeclive of reducing nrice risk and providing

i

o™
. e
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areater cost certainty for PEF's customers. The hedging program includes
executing approved agreements over a rolling 36-month period through time
for natural gas, heavy oil. and light oil. Natural gas hedging activity
represents the largest component of PEF’s hedging program &s natural gas
represents the largest fuel cost component of PEF's overall generation fuel
costs.

The volumes hedged over time represent a poi tion of PEF's forecasted buins
with higher hedging target ranges in the near term and lower hedging target
ranges in the outer period. The hedge percentage target ranges outlined
provide a framework for consistentiy executing the layered hedging sltrategy
over time. PEF cannot predict future prices and PEF’s hedging program does
not involve specuiation or trying to “out-guess’ the market. All hedges are
executed atthe prevailing market price for any given period that exists at the
time the hedging fransactions are executed. The res ults of hedging activities
may or may not result in net fuel cost savings due to differences between the
monthly settiement prices and the actual hedge price of the transactions that
were executed over fime. The volumes hedged for each fuel type over time
are based on periodic updated fuel forecasts and the actual hedge
percentages for any month, rolling period, or calendar annual period may
come in higher or lower than the target minimum hedge percentages and
hedging ranges because of actual fuel burns versus forecasted fuel bums.
Actual burns can deviate from forecasted burns because of dynamic variables
such as weather, unforeseen unit outages, actual load and changing fuel
prices. PEF's multi-year approach 1o executing fixed price transactions over
time is a reasonable and prudent approach to reduce price risk and provide
greater costs certainty for PEF’s customers.

Outlined below for gach fuel type and exposure areé the targeted minimum
hedge percentages to be hedged for the remainder of 2012 and 2013:

Natural Ges

Natural gas represents PEF's largest fuel cost component and represents the
largest component of PEF’s hedging activities. PEF plansto continue to
execute its existing phased hedging program over a rolling 36-month period
through time for natieral 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:

/449

PEF wil target to hedge a minimum of 65%, 45% and 30% of forecastec
natural gas bums for the rolling 36-monih time per

|IC:
icd through time,
respectively. during the remainder of 2012 and 2013. Given PEF's hedging




T

RETAC TR
1ok Nanagement Plan ey AN, S PALAASAR! 3 et

ce 4 o (Q

Pl Hedeing Activities. Docket No. 13000 =l

| \
N

strategy, PEF will continue to patiicipate in spot natural gas prices for a
portion of its estimated naturai gas needs. )
=

Light Oil and Heavy Ol j\/w S,
With respect to light oil forecasted to be burned at PEF’s owned generation ’ i{’l/} 7
tacilities for calendar year 2013, during the balance of 2012 and during 2013,

PEF will target to hedge a minimum 01?-01‘ its forecasted light oil burns for

the 2013 calendar period. Uy

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

forecasted heavy oil usage for future periods, PEF made the decision 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
transportation egﬁ_m:ated fue] surcharge exposure, PEF will target 1o hedge
between of the estimated fuel surcharge exposure for calendar

m'l& and a minimum ofiililof the of the estimated fuel surcharge

exposure for calendar year 201 4_%. 7

Summary

As PEF moves through the remainder of 2012 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 fora
portion af its projected suins for natural gas, light oil, heavy oi, and estimated
coal rail and river transportation fuel surcharge exposure. This hedging
approach is consistentwith PEF's existing strategy and allows PEF to
continue to monitor the market and fuel forecast updates. The hedging

targets for each of the respective pericds are included in PEF’s Risk
Management Guidelines in Attachment A.

[tem 3. identify and quantify each risk, general and specific, that the
Wnter with its fuel procurement.

BEF has identified specific and general risks associated with the procurement
of fuels and power optimization activities. The specific risks include fuel price
fisk, supplier performance and defautlt risk, liquidity risk, credit risk, oroduct
svailability risk, and changes in forecasted volumes. The general risks
include weather related events such as hurricanes, extreme weather
variations from sorecast, business continuity, and changes in environmenta!
rles and reguiations. Described below are the specific and general risks that
PEF is exposed 10 and the activities that PEF undertakes 1o manage cverall
exposure to these risks. In addition, the processes thet PEF has in piace 10
monitor and quantify these risks are 2lso described.
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Hedged Exposure

6

Q_ August 201210 july 2013
____.\U‘/)
Hedged
oI
——;‘_—'— Aug-12 .
= Sea12 J37
S oS
—‘:i‘__‘ Nov-12
e(—-—" Dec-11
* Jan-13
Feb-13
it Mar-13
ek Apr-13 ="
B N‘..w-lidél
: Jun-13
jul-13
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Source: As Referepced

edein
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Company: Progress Energy Slorida

25
257

17,232,800
13,942,100
15,602,900
13,114,500
11,917,200
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Exhibit C

DUKE ENERGY FLORIDA
Confidentiality Justification Matrix
DOCUMENT/RESPONSES PAGE/LINE JUSTIFICATION
Staff Audit Work Papers 10-1/1 (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
(Audit Control No. 13-102-2-1)

volumes & percentages)

10-1/2: PEF Fuels & Power
Optimization Risk Mgmt
Guidelines (ERM-SUBS-00015)
(entire doc - 25 pgs.)

10-1/3: Total Default Exposure
by Commodity (2012-2019
commodity costs & total costs)

10-1/4: ISDA Collateral
Summary (entire doc)

10-1/5: Authority Limit Matrix
(page 1 of 2)

10/1/6: Duke Energy Policy
Statement - Commodity Risk
Policy (entire doc — 6 pages.)

10-1/7: Duke Energy Policy
Statement - Credit Policy (entire
doc-5 pages.)

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

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

10-1/10: Gas Hedging Status
2002 — 2011 (counterparty,
volume, fixed price and
savings/cost on hedge) (10 pages)

10-1/11: #6 Oil Hedging Status
{(counterparty, volume, fixed
price, and savings/cost on hedge)

10-1/12: #2 Qil Hedging Status

contains confidential
information, the disclosure of
which would impair DEF’s
efforts to contract for goods or
services on favorable terms.

§366.093(3)(e), F.S.

The document in question
contains confidential
information relating to
competitive business interests,
the disclosure of which would
impair the competitive
business of the provider/owner
of the information.




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

10-1/13: PEF Gas Storage
Hedging Status (activity for
August —-December 2012)

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

10-1/15: 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) (counterparty, volume,
fixed price, and savings/cost on
hedge) (15 pages)

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

10-1/18: DEF Coal
Transportation Hedging Status-
Barge (volume, fixed price, and
estimated savings/cost on hedge)

10-1/19: DEF Coal
Transportation Hedging Status
Rail (volume, fixed price, and
estimated savings/cost on hedge

45: Reconciliation of Tolling
Cost- Shady Hills Tolling
Charges (entire doc — | 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 2012
- Shady Hills Invoice (page 1:
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 (Page
1: entire doc; page 2: entire doc;
page 3: fuel stabilizer costs; page
4: MWs, fixed price, and
adjustments; page 5: price
calculations).

45-4: Documentation
Supporting Tolling Cost for June
2013 - Shady Hills Invoice (Page
1: entire doc; page 2: MWs, fixed
price, and adjustments; page 3:
price calculations).

45-5: VOM 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)
Franchised Electric Trading and
Risk Management Processes
Audit #113029 June 10, 2013
Summary Reports (pages 1-3 of
5)

47: NG Hedge Transactions
selected for sampling (Aug 2012-
July 2013) (counterparty &
amounts)

47-1: Aug. 2012 PEF Actual
Balance Sheet pages 1-2:
(counterparty); Aug. 2012 natural
gas actual financials: pages 3-4
(counter party, counterparty
name, qty, P & L, settlement);
Trade Settlement / Invoices:
pages 5-19 (entire doc.) of 21

pages.

47-2: Sept. 2012 PEF Actual
Balance Sheet pages 1-2
(counterparty); Sept. 2012 natural
gas actual financials: pages 3-4




{counterparty, counterparty name,
qty, P & L, & settlement); Trade
Settlement / Invoices: pages 5-19
(entire doc.) of 20 pages.

47-3: Actual Balance Sheet
pages 1-2 (counterparty); Oct.
2012 natural gas actual financials:
pages 3-4 (counterparty,
counterparty name, qty, P & L);
Trade Settlement / Invoices:
pages 5-11 (entire doc.) of 12
pages.

47-4: Actual Balance Sheet
pages 1-2 (counterparty); Jan.

2013 natural gas actual financials:
page 3 (counterparty,
counterparty name, qty, P& L, &
settlement); Trade Settlement /
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 / Invoices: pages 5-14
(entire doc.) of 15 pages.

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

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




L, & settlement); Trade
Settlement / Invoices: pages 5-9
(entire doc.) of 10 pages.

47-9: Actual Balance Sheet
pages 1-2 (counterparty); June
2013 natural gas actual financials:
pages 3-4 (counterparty,
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 (counterparty,
counterparty name, quantity, P &
L, & settlement); Trade
Settlement / Invoices: pages 5-10
(entire doc.) of 11 pages.

49: PEF Hedging Risk
Management Plan for Aug. 2012
—July 2013 (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 2013
(volumes & %’s)

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

49-2/2: Hedging Summary by
Commodity for Jan-Dec 2012
(savings/costs, 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 Docket No. 130001-EI

performance incentive factor.
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:

l. 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
s 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.

Bs 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 confidential. With
respect to the information at issue in this Request, DEEF 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,

s 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, 2013.

/)

Joseph 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
_7_ day of October, 2013 by Joseph McCallister. He is personally known to me, or has

produced his __N/A

identification.

“.“ulululu "-

driver's license, or his _ N/A as

Lt b ALY

(Signature)

Rita G Kale
{Printed Name)

NOTARY PUBLIC, STATE OF _NC
June 17,2017

{Commission Expiration Date)

(Serial Number, If Any)





