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VIA HAND DELIVERY .=

27,

Ms. Ann Cole, Commission Clerk =

Florida Public Service Commission =5

2540 Shumard Oak Boulevard

Tallahassee, Florida 32399-0850

Re: Fuel and purchase power cost recovery clause and generating performance incentive
factor; Docker No. 090001-ET
Dear Ms. Cole:

Enclosed for filing in the above referenced docket on behalf of Progress Energy F lorida,
Inc. (“PEF”) are the original and fifteen (15) copies of the following:

Rebuttal Testimony of Joseph McCallister with Exhibit No. __ (JM-1R), Exhibit
No.  (JM-2R), and Exhibit No. __ (JM-3R).

Thank you for your assistance in this matter. If you have any quesﬁons, please feel free
to contact me at (727) 820-5184.

Sincerely,
T. Burnett
JTB/Ims
Enclosures

cc: Parties of Record
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CERTIFICATE OF SERVICE

1 HEREBY CERTIFY that a true and correct copy oﬁhe foregoing has been fumished
via electronic mail (* hand delivery) to the following this J&=day of October, 2009.

P

Attorney

Lisa Bennett, Esq. *

Office of General Counsel

Florida Public Service Commission
2540 Shumard Oak Blvd.
Tallahassee, FL. 32399-0850
Ibennettiedpsc.state. fl.ug

James D. Beasley, Esq.

Lee L. Willis, Esq.

Ausley & McMullen Law Firm
P.O. Box 391

Tallahassee, FL 32302
ibeasley@ausley.comn
Iwiths(@ausley.com

John T. Butler, Esq./Wade Litchfield, Esq.

Florida Power & Light Co.
700 Universe Boulevard
Juno Beach, FL. 33408
John_ butler@fpl.com
Wade litchfield@ tpl.com

Natalie F. Smith

Florida Power & Light

215 8. Monroe Street, Ste. 810
Tallahassee, FE. 32301-1859
Natalie smithi@@fpl.com

Jeffrey A. Stone, Esq.
Russell A. Badders, Esq.
Steven R. Griffin

Beggs & Lane Law Firm
P.O. Box 12950
Pensacola, FL. 32591
jas@beggslane.com
rab(ctbepgslane, com
srg(@beggslane.com

Ms. Paula K. Brown
Tampa Electric Company
P.O.Box 111

Tampa, FL. 33601
regdept@tecoenergy.com

Ms. Susan D. Ritenour
Gulf Power Company

One Energy Place
Pensacola, FL 32520-0780
sdriteno@southemco.com

Florida Industrial Power Users Group
¢/o John McWhirter, Jr.

McWhirter Reeves Law Firm

400 N. Tampa Street, Ste. 2450
Tampa, FL 33602
jmcwhirter@mac-law.com

Norman H. Horton, Jr.
Messer, Caparello & Self, P.A.
P.O. Box 15579

Tallahassee, FL 32317
nhorton(@lawfla.com

J.R Kelly / Charles Rehwinkel/Charlie Beck
Office of Pubhic Counsel

c/o The Florida Legislature

111 West Madison Street, #812
Tallahassee, FL 32399
Kellv.jrigleg. state flus

Rehwinkel charles@les.state.fl.us
Beck.charles@leg.state.fl.us

Robert Scheffel Wright

John T. LaVia, III

Young van Assenderp, P.A.
225 S. Adams Street, Suite 200
Tallahassee, FL. 32301

swrisht@vyvlaw.net

Curtis D. Young

Florida Public Utilities Company
P.O. Box 3395

West Palm Beach, FI. 33402-3395
cvoungi@fpue.com

Mr. James W. Brew, Esq.

c/o Brickfield Law Firm

1025 Thomas Jefferson St., NW
8™ Floor, West Tower
‘Washington, DC 20007
ibrew(bbrslaw.com

Keefe Law Firm

Vicki Gordon Kaufman/Jon C. Moyle, Ir.
118 North Gadsden Street

Tallahassee, FL 32301
vkaufman{@asglegal.com
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PROGRESS ENERGY FLORIDA
DocCKET No. 090001-El

Fuel and Capacity Cost Recovery
January through December 2010

REBUTTAL TESTIMONY OF
JOSEPH MCCALLISTER

October 12, 2009

Please state your name and business address.
My name is Joseph McCallister. My business address is 410 South

Wilmington Street, Raleigh, North Carolina 27601.

By whom are you employed and in what capacity?
| am employed by Progress Energy Carolinas in the capacity of Director,

Gas, Oil and Power.

What is the purpose of your testimony?

Progress Energy Florida (PEF) is filing additional testimony to address the
testimony of Staff witness Ronald Mavrides and to clarify the findings
documented in the Audit Report for 2009 hedging activity dated September
11, 2009 which addresses the audit of PEF’'s hedging activities for Audit
Finding No. 1.

Are your sponsoring any exhibits to your testimony?

Yes, | am sponsoring the following exhibits:
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Exhibit No. (JM-1 R) — 2008 / 2009 Forecasted and Actual Burn
Natural Gas Data;

Exhibit No. __ (JM-2R) — 2009 Forecasted and Actual Burn Light Oil
Data; and

Exhibit No. _ (JM-3R) — 2008 Forecasted and Actual Burn Heavy Oil

Data.

What are the clarifications you are making to the audit findings?

With respect to Staff's Audit Finding No. 1, PEF would clarify that the
targeted hedging percentage ranges outlined in its Risk Management Plan
are based on calendar year forecasted bumns (i.e. January through
December periods). PEF outlines that the targeted hedge percentages
ranges are based on forecasted burns for a calendar year period. PEF
performs periodic fuel forecast updates and monitors hedge percentages
over time. Actual fuel burns therefore are not known until after the fact and
thus actual hedge percentages may differ from hedge percentages based
on forecasts. In its 2009 Risk Management Plan, PEF outlines the volumes
that are hedged over time which are based on periodic forecasts and actual
hedge percentages at any given time can vary based on changes in
forecasted burns and actual burns that occur. In reviewing the findings by
the Staff, PEF recognizes that Staff may have used different periods as the
basis for their calculations that represented audit periods that are different
than the calendar year hedge percentage targets outlined in PEF's Risk

Management Plan. Outlined below is additional clarifying information for

-2 -
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Staff Audit Finding. No. 1 related to natural gas, light oil and heavy oil.

Audit Finding No. 1 notes that for natural gas, hedge percentages for the
actual amount burned in 2008 and 2009 were 83% and 87%, respectively.
PEF did not exceed its targeted hedging percentage ranges for natural gas
as outlined its Risk Management Plan. This is shown in Exhibit No. _
(JM-1R). PEF’s actual natural gas hedge percentages based on net burns
for the calendar period of January 2008 through December 2008 were
approximately 76%. For the calendar period January 2009 through
December 2009, based on actual natural gas burns gas from January 2009
through August 2009, estimates for September 2009, and forecasts for
October 2009 through December 2009, PEF currently expects its calendar
year 2009 hedging percentage based on net burns for natural gas to be
approximately 79%. Thus, PEF did not exceed its targeted hedge
percentages for 2008 on a projected burn basis or an actual basis and
currently does not expect to exceed its targeted hedge percentage ranges
for estimated burns for 2009 as outlined in its Risk Management Plan.
Actual burns are not known until after the respective periods are complete
and as outlined in its Risk Management Plan, PEF executes its hedging
activities based on forecasted burns and was within its targeted hedge
percentage ranges for both 2008 and 2009 calendar year periods. This is

shown in Exhibit No. _ (UM-1R).

With respect to light oil, PEF’'s minimum targeted hedge percentage for
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2009 was established at 25%. As previously noted, this is based on
forecasted annual burns for a calendar period and does not match the
percentage used by staff to calculate the percentage of 23% noted in Audit
Finding No. 1. PEF was above its minimum targeted hedge percentage per
its Risk Management Plan for forecasted burns for 2009. Based on its
forecasted burns for 2009, PEF over time hedged up to approximately 30%
of its forecasted 2009 burns. This is shown in Exhibit No. ___ (JM-2R). For
the calendar period January 2009 through December 2009, based on
actual light oil burns for January 2009 through August 2009, estimates for
September 2009, and forecasts for October 2009 through December 2009, | .
PEF currently expects its calendar year 2009 hedged percentage for light
oil to be approximately 28% which is above the targeted minimum hedge
percentage of 25% outlined in its Risk Management Plan. Thus, PEF does
not expect to be below the minimum targeted hedging percentage for 2009.
PEF executes its hedging activities based on forecasted burns and was
above the minimum range for calendar year 2009 based on its forecasts
and was within its Risk Management Plan targeted hedge percentages for

2009. This is shown in Exhibit No. _ (JM-2R).

PEF did not exceed its targeted hedging percentage ranges for heavy oil as
outlined in its Risk Management Plan. However, PEF actual hedged
percentage for the calendar year 2008 was higher than its target range.
Based on PEF’s actual heavy oil burns for calendar year 2008, the hedge

percentage was approximately 91%. As previously noted, this is based on
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calendar year period forecasted annual burns and PEF recognizes it does
not match the time period used by staff to calculate the percentage of 96%
noted in Audit Finding No. 1. The percentage of hedged volume will
increase from forecast if actual burns come in lower. PEF performs
periodic fuel forecasts and based on these forecasts, PEF was within its
Risk Management Plan targeted annual hedging ranges. This is shown in
Exhibit No. _ (JM-3R). Based on actual burn data for 2008, PEF
experienced overall lower heavy oil burns versus the forecasts for 2008.
This was due primarily to PEF's being able to fuel switch a portion of its
higher priced heavy oil with more economic natural gas based on daily
market prices and conditions which resulted in lower heavy oil burns and
lower fuel costs. The forecasted burns versus actual burns for natural gas
and heavy oil are also shown on Exhibit No.  (UJM-3R). Based on actual
daily economic fuel switching opportunities during the course of 2008,
actual burns for heavy oil came in Iower. than forecast and thus PEF actual

hedging percentage came in higher than its forecasts.

Does this conclude your testimony?

Yes.




Docket No. 090001-F)

Exhibit No. _ (JM-1R)
Forecasted/Actual Natural Gas Data
Page 1 of 1

2008 / 2009 Summary - Forecasted and Actual Burn Natural Gas Data

July D7 FOF Hedge Sep 07 FOF Hedge Nov 07 FOF Actual 2008
GAS {MMBtu) Forecosted Volumes Hedge % Forecosted Valumes Hedge % Farecosted Hedge % Hedge Actuol 2008 Burns  Actunl % Hedge
2008 Burns for 2008* 7/2/2007 7/2/2007* Burns 2008* 9/5/2007 97572007 Burns 2008* 11/5/2007 Volumes
Total 99,462,800 61,396,678 62% 106,493,080 63,683,465 6% 115,159,838 61% 98,316,490 130,146,800 76%
July 0B FOF Hedge Aug 08 FOF Hedge Nov 08 FOF Actual 2009
GAS (MMBtu) Forecasted Volumes Hedge % Forecosted Volumes Hedge % Forecosted Hedge % Hedge ctocy :‘:’ Actuaf:.“ﬂedge
2009 Burns for 2009°  7/2/2008 7/7/2008* Burns 2009*  8/22/2008 8/22/2008 _ Burns 2009* 11/4/2008 Volumes** LIES
Total 158,922,119 83,770,163 53% 166,193,601 97,392,898 59% 153,044,014 7% 122,444,385 155,869,630 79%

* Data obtained from the respective PEF Fuel and Operations Forecast {FOF}

** January 2009 through October 2009 is actual hedges, November 2009 and December 2009 hedge volumes is current position
*** January 2009 through August 2009 Is actual burns, September 2008 is based on estimates from preliminary data for the month. October 2005 through December 2009 is based on September 2009 Fuel Forecast



2009 Summary - Forecasted and Actual Burn Light Oil Data

Docket No. 090001-E|

Exhibit No. __ (JM-2R}
Farecasted/Actual Light Oil Data
Pagelofl

July 08 FOF Hedge Aug 0B FOF Hedge Nov 08 FOF Hedge Actuol 2009
2 O {MMBty) Forecosted Volumes Hedge % Forecasted Volumes Hedge % Forecosted Volumes Hedge % Hedge A:tual ff?g e ':f .H'd"
2009 Burns for 2009 7/7/2008 7/7/2008° Burns 2009* 8/22/2008 8/22/2008 Burns 2009* 11/4/2008 11/4/2008 Volumes** urns
Total 685,360 160,000 23% 680,803 175,000 26% 574,006 175,000 30% 175,000 629,747 28%

* Data obtained from the respective PEF Fuel and Opevations Forecast {FOF)
** January 2005 through September 2009 is actual hedges, October 2009 through December 2009 hedge volumes is current posttion

*** January 2009 through August 2009 is actual burns, September 2009 is based on estimates from preliminary data for the month. October 2009 through December 2009 is based on September 2009 Fue! Forecast



2008 Summary - Forecasted and Actual Burn Heavy Oil Data

Docket No. 090001-El

Exhibit No. __ [JM-3R)
Forecasted/Actual Heavy Oil Data
Page 1 0f 1

July D7 FOF Hedge Sep 07 FOF Hedge Nov 07 FOF Hedge Actual 2008
GAS (MMBtu) Forecosted Volumes Hedge % Forecosted Valumes Hedge % Forecasted Volumes Hedge % Hedge Actuof 2008 Burns  Artual % Hedge
2008 Burns for 2008* 7/2/2007 7/2/2007* Burns 2008* 8/5/2007 9/5/2007 Burns 2008* 11/5/2007 11/5/2007 Volumes
Tota) 95,462,800 61,396,678 62% 106,493,080 63,683,465 6% 115,159,838 70,718,911 61% 98,316,490 130,146,800 76%
July 07 FOF Hedge Sep 07 FOF Hedge Nov 0F FOF Hedge Actual 2008
6 OIL {Barrels) Forecosted Volumes Hedge % Forecasted Votumes Hedge % Forecasted Volumes Hedge % Hedge Actual Burns Actuol % Hedge
2008 Burns for 2008* 7/2/2007 7/2/2007 Burns 2008* 9/5/2007 8/5/2007 Burns 11/5/2007 11/5/2007 Volumes
Total 7,165,993 3,352,590 47% 6,986,296 3,443,108 45% 6,522,314 3,492,589 54% 3,920,000 4,287,587 9%

* Data obtalned from the respective PEF Fuel and Operations Forecast {FOF)



