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

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

Dear Ms. Cole: 

Enclosed for filing in the above referenced docket on behalf of Progress Energy 
Florida, Inc. ("PEF") are the original and fifteen (15) copies of PEF's August-December 
2012 Hedging Activity True-up Report. The filing includes the following: 

• Direct Testimony of Joseph McCallister with Exhibit No. (JM-1T); 

Also, attached for filing is PEF's Request for Confidential Classification to portions 
of Exhibit No. (JM-1T) to the direct testimony of Joseph McCallister along with the 
Affidavit of Joseph McCallister is support of PEF's Request for Confidential 
Classification of Exhibit No. (JM-1T). 

Thank you for your assistance in this matter. I f you have any questions, please 
feel free to contact me at (727) 820-4692. 
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Dianne M. Triplett 
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CERTIFICATE OF SERVICE 

I HEREBY CERTIFY that a true and correct copy of the foregoing has been 
furnished via US mail to the following this 5 t h day of April, 2013. 

Martha Barrera, Esq. Beth Keating 
Office of General Counsel Gunster, Yoakley & Stewart, P.A. 
Florida Public Service Commission 215 S. Monroe St., Ste 618 
2540 Shumard Oak Blvd. Tallahassee, F L 32301 
Tallahassee, F L 32399-0850 bkeating(a),gunster.com 
mbarrera(a),psc. state, fl. us 

J.R.Kelly/Charles Rehwinkel 
James D. Beasley, Esq. Office of Public Counsel 
Jeffry Wahlen, Esq. c/o The Florida Legislature 
Ausley & McMullen Law Firm 111 West Madison Street, #812 
P.O. Box 391 Tallahassee, F L 32399 
Tallahassee, F L 32302 Kellv.jr(3),leg.state.fl.us 
jbeaslev(5)auslev.com Rehwinkel.charlesOlep.state.fl.us 

John T. Butler, Esq. Curtis Young 
Florida Power & Light Co. Florida Public Utilities Company 
700 Universe Boulevard P.O. Box 3395 
Juno Beach, F L 33408 West Palm Beach, F L 33402-3395 
John. butler(S>fpl. com cyoung(3),fpuc.com 

Ken Hoffman James W. Brew, Esq. 
Florida Power & Light c/o Brickfield Law Firm 
215 S. Monroe Street, Ste. 810 1025 Thomas Jefferson St., NW 
Tallahassee, F L 32301-1859 8 t h Floor, West Tower 
Ken.hoffman(2> fpl.com Washington, D C 20007 

jbrew(5),bbrslaw.com 
Jeffrey A. Stone, Esq. 
Russell A. Badders, Esq. Moyle Law Firm 
Steven R. Griffin Jon C . Moyle, Jr. 
Beggs & Lane Law Firm 118 North Gadsden Street 
P.O. Box 12950 Tallahassee, F L 32301 
Pensacola, F L 32591 imoyle(2>moylelaw.com 
ias(o),beagslane.com 
rab(2>beg£slane.com Florida Retail Federation 
srg(a)beggslane.com Robert Scheffel Wright/John T. LaVia, 

c/o Gardner, Bist, Wiener Law Firm 
Ms. Paula K. Brown 1300 Thomaswood Drive 
Tampa Electric Company Tallahassee, F L 32308 
P.O. Box 111 schef(3),gbwlegal.com 
Tampa, F L 33601 
regdept(2>tecoenergv.com Samuel Miller 

c/o A F L S A / J A C L - U L T 
Mr. Robert L . McGee 139 Barnes Drive, Suite 1 
Gulf Power Company Tyndall A F B , F L 32403-5319 
One Energy Place samuel. miller(a),tyndall. af.mil 
Pensacola, F L 32520-0780 
rlmcgee@southernco.com 
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REDACTED 

P R O G R E S S E N E R G Y FLORIDA 

D O C K E T No . 1 3 0 0 0 1 - E l 

Fuel and Capacity Cost Recovery 
Final True-Up for the Period 

January through December 2012 

D I R E C T T E S T I M O N Y O F 

J O S E P H M C C A L L I S T E R 

April 5, 2013 

Q. Please state your name and business address. 

A. My name is Joseph McCallister. My business address is 526 South Church Street, 

Charlotte, North Carolina 28202. 

Q. By whom are you e m p l o y e d and in what capac i t y? 

A. I work for Progress Energy Carolinas, an affiliate company of Progress Energy Florida, 

Inc. ("PEF", "Petitioner" or "Company") as Director, Gas Oil and Power. I am 

responsible for the natural gas, fuel oil and emission group activities in the Fuel 

Procurement Section of the Systems Optimization Department for the Duke Energy 

regulated generation fleet. This group is responsible for the natural gas and fuel oil 

acquisit ion and transportation needed to support the generat ion needs for Duke Energy 

Indiana, Duke Energy Kentucky, Duke Energy Carol inas, Progress Energy Carolinas 

and Progress Energy Florida. In addit ion, this group is responsible for the emission 

al lowance ("EA") position management for Duke Energy Indiana, Duke Energy 

Kentucky, Duke Energy Carolinas, Progress Energy Carolina and Progress Energy 

Florida. 
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Q. Have your duties and responsibilities remained the same since you last testified 

in this proceeding? 

A. Yes. 

Q. Please briefly describe your work experience. 

A. I received a Bachelor Degree in Business Administration majoring in Accounting from 

The Ohio State University. While at Progress Energy, from 2003 until mid 2006, I 

served as the Director of Portfolio and Market Risk Assessment through mid 2006, the 

Director of Gas and Oil Trading from mid 2006 through early 2009, and the Director of 

Gas, Oil and Power Trading from early 2009 to the present. Prior to my tenure with 

Progress Energy, I spent approximately 10 years in management positions at energy 

trading and asset generation based companies. Summary experiences over this time 

period include gas and power scheduling, real time power trading and scheduling 

management, commercial management of gas storage and transportation agreements, 

commercial management of fuel and power optimization activities for unregulated 

generation assets and wholesale contract agreements, and corporate planning. 

Q. What is the purpose of your testimony? 

A. The purpose of my testimony is to provide the August-December 2012 hedging true-up 

data and summarize the results of PEF's hedging activity for calendar year 2012 as 

required by Commission Order No. PSC-02-1484-FOF-EI and further clarified by 

Commission Order No. PSC-08-0667-PPA-EI issued in October 2008. 

Q. Have you prepared exhibits to your testimony? 

A. Yes. I have attached Exhibit No. (JM-1T) which is the Hedging Activity Report for 

the period August - December 2012. 
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REDACTED 

Q. What are the objectives of PEF's hedging strategy? 

A. The objectives of PEF's hedging strategy are to reduce the impacts of fuel price 

volatility over time and provide a greater degree of fuel price certainty to PEF's 

customers. 

Q. What hedging activities did PEF undertake for 2012 and what were the results? 

A. P E F utilized approved physical and financial agreements to hedge a portion of its 

projected natural gas, heavy oil and light oil fuel burns, and a portion of the estimated 

fuel surcharge exposure embedded in PEF's coal river barge and railroad 

transportation agreements. These activities resulted in a net hedge cost for 2012 of 

$345.8 million. 

Q. Did PEF execute its hedging activities consistent with its approved Risk 

Management Plan? 

A. Yes. The hedging activities executed by P E F were consistent with those outlined in its 

2012 Risk Management Plan ("Plan"). In the Plan filed in August 2011, PEF's hedging 

target ranges were to hedge ^ | to ^ | of its forecasted natural gas burns for 

calendar year 2012 with a target to hedge approximately H of the forecasted natural 

gas burns over time. With respect to heavy oil and light oil forecasted to be burned at 

PEF's owned generation facilities for calendar year 2012, P E F targeted to hedge a 

minimum of jjjjjjj and | ^ | , respectively. With respect to the coal river and rail 

transportation estimated fuel surcharge exposures for calendar year 2011, PEF 

targeted to hedge between to of the estimated fuel surcharge exposures 

based on contractual provisions in the coal rail and river barge transportation 

agreements. In December 2011, based on PEF's forecasted burns and estimated coal 

rail and river barge transportation agreements, PEF 's hedge percentages were 

approximately H and | j | respectively for forecasted natural gas, 
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REDACTED 

heavy oil, and light oil burns, and estimated fuel surcharge exposures in the coal river 

and rail transportation agreements. As such, P E F was within its targeted hedge ranges 

for calendar year 2012 going into the year. 

For calendar year 2012, PEF's actual hedge percentages based on actual burns for 

natural gas, heavy oil and light oil, were approximately and 

respectively. P E F hedge percentages for the estimated fuel surcharges embedded in 

PEF 's coal river and rail transportation in 2012 were ^ | and H , respectively. The 

actual hedge percentages for natural gas, light oil, and the estimated fuel surcharges 

for coal river and rail transportation were within the ranges outlined in the Plan. As 

outlined in the Plan, actual hedge percentages for any monthly period, rolling twelve 

month time period or calendar annual period can come in higher or lower than the 

hedge percentage targets as a result of actual versus forecasted fuel burns. As 

outlined previously, based on forecasted heavy oil burns and hedges in place as of 

December 2011, P E F was approximately hedged for calendar year 2012. Given 

the actual to forecasted 2012 burn variances, the resulting actual hedge percentage for 

heavy oil was lower than the targeted minimum of ^ | based on forecasted calendar 

basis. 

Q. Did PEF hedging activities meet the stated objective and are the activities 

consistent with the Commission's Orders for hedging? 

A. Yes. PEF 's hedging activity met the stated objective of PEF's hedging strategy to 

reduce the impacts of fuel price volatility over time and provide a greater degree of fuel 

price certainty to PEF's customers. The hedging activities are consistent with 

Commission Orders No. PSC-02-1484-FOF-EI and No. PSC-08-0667-PPA-EI. PEF's 

hedging activities are conducted in an environment of strong internal controls and 

executed in a structured manner. PEF's hedging activities do not attempt to outguess 
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the market and may or may not result in net fuel cost savings, but have achieved the 

objectives. 
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4 | Q. Does this conclude your testimony? 
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REDACTED 
Progress Energy Florida 
Natural G a s and Oil Hedging Detail 

Natural Gas 

5avings / (Cost) on Hedges Hedged Volumes (MMBtu ' s ) 

l&SL Financial Physica Total Financial Physical total Hedqed 

Actual Burn 
(Generation & 

Tolling) 
Hedged 
I t U M ^ ^ 

% Hedged 
with 

Financial 
% Hedged with 

Physical 

Jan-12 16.323.000 

Feb-12 h ̂  £7 13,991.600 

Mar-12 -*Xv P i M i S l " ' 1 15.665.400 

Apr-12 '-, 8fc '; SH ", " l';' ,"V'1'-; i S P S S w 14.831.400 

May 1? 17.496.100 

Jun-12 17.557.200 

Jul-12 21.147,700 

Aug-12 20.655,500 

Sep-12 19.079.500 

Oct-12 17,232,800 

Nov-12 13,942,100 

Dec-12 15 603,900 

YTD iSV":' :< ' ' 6'C.i SO ($351,321 610) 136,150,000 136,150 000 203,526,200 6 r-'A 100% 0% 

No. 6 Oil 

Savinas/ iCost) on Hedoes Hedged Volumes (Barrels) 

Year Financial Physical luta Financial Physical Total Hedqed 
Actual Burn 
(Gamratton i 

Hedged 
Burns. 

% Hedged 
with 

Financial 
% Hedged with 

P h y s i c a ^ ^ ^ 

Jan-12 11.200 

Feb-12 200 

Mar-12 3.800 

Apr-12 7,300 

May 1? 9.800 

Jun-12 200 

Jul-12 20,500 

Aug-12 31,000 

Sep-12 5,000 

Oct-12 25 

Nov-12 257 

Dei 17 0 

YTD $4,456,315 $0 -v. •:• :•*: 40.000 40.000 89,282 45% • 0% | 

Docket No. 130001-EI 
Witness: McCallister 

Exhibit No. (JM-1T) 
Hedging Summary by Commodity for 2012 

Page 1 of 16 

No. 2 Oil 
Savinqs/fCost) on Hedqes Hedged Volumes (Barrels) 

Actual Burn Hedged 
% Hedged 

with % Hedged with 
Year Financial Physical Total Financial Physical Total Hedaed (Generation) l ^ r r ^ Financial Physical 

Jan-12 12.300 

Feb-12 15,800 

Mar-12 13,100 

Apr-12 14,200 

May-12 10,500 

Jun-12 15,700 

Jul-12 30,200 

Aug-12 19.200 

Sep-12 9,800 

Oct-12 6.884 

Nov-12 7.432 
Dec-12 7,906 

YTD $382,080 SO $382,080 71,000 o 71,000 163 022 44% 100% 0% 

Natural Gas Storage 
Savings/ |Cost) on Hedges Hedged Volumes (MMBtu's) 

% Hedged 
Storage Hedged with % Hedged with 

Year Financial Physical Total Financial Physical Total Hedaed Imections Imections Financial Physical 
Jun-12 250 000 

YTD ($205,913) $0 ($205,913) 150,000 o 15: co : 250.000 6Cl;l/ ' o : • 0% 

Heating O i l - River Barge - Fuel Surcharge Hedges 
Savings/(Cost) on Hedges Hedged Volumes (Gallons) 

Y_ear Financial Physical Total Financial Physical Total Hedaed 
Estimated 
1 xposure 

% Hedged 
Hedged with 

Exposure Financial 
% Hedged with 

Physica] 

Jan-12 449.178 

Feb-12 448,023 

Mar-12 448.852 

Apr-12 

I - t j < & M 497.612 

May-12 
v 0 * g t ^ * ' ' V 1' 1 

499,779 

Jun-12 
J rapj j j • - ; . fV.!^*jpiV' ' ffi''fr**tS\-/iti&i~.9S • "..'" L 

500.511 

Jul-12 
\ ~ j | g •>;• • ' vfM •; 500,042 

Aug-12 535,395 

Sep-12 536,605 

Oct-12 534,725 

Nov-12 513,162 
Dec 1? 515,159 

YTD $432,198 $0 $432,198 2,898,000 0 2,898,000 5,979,043 48% 100% 0% | 

Heating Oil - Rail - Fuel Surcharge Hedges 
Savings/(Cost) on Hedges Hedged Volumes (Gallons) 

Estimated 
Exposure 

% Hedged 
Hedged with % Hedged with 

Exposure Financial 
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