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Q. Please state your name and business address.

A. My name is James McClay. My business address is 526 South Church Street,
Charlotte, North Carolina 28202.

By whom are you employed and in what capacity? |

A. | work for Duke Energy Carolinas (DEC) an affiliate company of Duke Energy Florida,
Inc. (“DEF", “Petitioner” or “Company”) as the Manager of Gas Trading. | manage the
natural gas group procurement, scheduling and hedging 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 procurement
and scheduling needed to support the gas generation needs for Duke Energy Indiana,
Duke Energy Kentucky, Duke Energy Carolinas, Duke Energy Progress and Duke
Energy Florida.
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Q.
A.

Please briefly describe your work experience.

| received a Bachelor Degree in Business Administration majoring in Finance from St.
Bonaventure University. | joined Progress Energy in 1998 as the Manager of Power
Trading and held that position through early 2003. In early 2003, | became the Director
of Power Trading and Portfolio Management for Progress Ventures and held that
position through February 2007. From March 2007 through late 2008, | was the
Director of Power Trading for Arclight Energy Marketing. From March 2009 through
June 2012 | worked for Progress Energy Carolinas as the Manager of Gas and QOil
Trading. After the merger with Duke Energy in July 2012, | became the Manager of
Gas Trading for DEC through the present. Prior to my tenure with Duke Energy, |
spent approximately 13 years in Capital Markets as a U.S. Government fixed income

securities trader with various banks, and primary broker/ dealers.

What is the purpose of your testimony?

The purpose of my testimony is to provide the August-December 2013 hedging true-up
data and summarize the results of DEF's hedging activity for calendar year 2013 as
required by Commission Order No. PSC-02-1484-FOF-El and further clarified by
Commission Order No. PSC-08-0667-PPA-EI issued in October 2008.

Have you prepared exhibits to your testimony?
Yes. | have attached Exhibit No._ (JM-1T) which is the Hedging Activity Report for

the period August — December 2013.

What are the objectives of DEF’s hedging strategy?
The objectives of DEF's hedging strategy are to reduce the impacts of fuel price
volatility over time and provide a greater degree of fuel price certainty to DEF’s

customers.
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What hedging activities did DEF undertake for 2013 and what were the results?

DEF utilized approved physical and financial agreements to hedge a portion of its
projected natural gas and light oil fuel burns, and a portion of the estimated fuel
surcharge exposure embedded in DEF’s coal river barge and railroad transportation

agreements. These activities resulted in a net hedge cost for 2013 of $141.3 million.

Did DEF execute its hedging activities consistent with its approved Risk
Management Plan?

Yes. The hedging activities executed by DEF were consistent with those outlined in its
2013 Risk Management Plan (“Plan”). In the Plan filed in August 2012, DEF’s hedging
target ranges were to hedge . to . of its forecasted natural gas burns for
calendar year 2013 with a target to hedge approximately of the forecasted natural
gas burns over time. With respect to light oil forecasted to be burned at DEF’s owned
generation facilities for calendar year 2013, DEF targeted to hedge a minimum of .
With respect to the coal river and rail transportation estimated fuel surcharge
exposures for calendar year 2013, DEF targeted to hedge between . to . of the
estimated fuel surcharge exposures based on contractual provisions in the coal rail and
river barge transportation agreements. As of December 2012, based on DEF’s
forecasted burns and estimated coal rail and river barge transportation agreements,
DEF’s hedge percentages were approximately . . . and . respectively
for forecasted natural gas, and light oil burns, and estimated fuel surcharge exposures
in the coal river and rail transportation agreements. As such, DEF was within its

targeted hedge ranges for calendar year 2013 going into the year.

For calendar year 2013, DEF’s actual hedge percentages based on actual burns for
natural gas and light oil, were approximately . and . respectively. DEF hedge

percentages for the estimated fuel surcharges embedded in DEF’s coal river and rail
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transportation in 2013 were . and - 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.

Did DEF hedging activities meet the stated objective and are the activities
consistent with the Commission’s Orders for hedging?

Yes. DEF’s hedging activity met the stated objective of DEF’'s hedging strategy to
reduce the impacts of fuel price volatility over time and provide a greater degree of fuel
price certainty to DEF’s customers. The hedging activities are consistent with
Commission Orders No. PSC-02-1484-FOF-E| and No. PSC-08-0667-PPA-El. DEF’s
hedging activities are conducted in an environment of strong internal controls and
executed in a structured manner. DEF’s hedging activities do not attempt to outguess
the market and may or may not result in net fuel cost savings, but have achieved the

objectives.

Does this conclude your testimony?

Yes.




Duke Energy Florida REDACTED
Matural Gas and Qil Hedging Detail
Gas
Savings/(Cost) on Hedges Hedged Volumes (MMBtu's)
Actual Bum % Hedged
(Generation & Hedged with % Hedged with
Year i Total Fi i hysical Total Hed Tolling) Bums i Physical
Jan-13 13,114,500
Feb-13 11,917,200
Mar.13 13,740,900
Apr-13 12,722,600
May-13 14,957,700
Jun-13 18,572,900
Jul13 19,247,800
Aug-13 21,038,900
Sep-13 18,308,300
Oct-13 16,634,900
Now-13 13,699,000
Dec-13 15,238,200
YTD ($14 7, 108) 1 122,757,500 122,757,500 189,182,900
Ne. 2 Qil

Savings/(Cost) on Hedges Hedged Volumes (Barrels)

Actual Bum  Hedged

Tot; : He

% Hedged
with

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

$25575 $25.575 150,000

Heating Oil - River Barge - Fuel Surcharge Hedges

Savings/(Cost) on Hedges Hedged Volumes (Gallons)
% Hedged
Estimated  Hedged with % Hedged with

Year inancia sica a ancia SiCa ' adgad Exposure s Fis Physical
Jan-13 521,348

Feb-13 528,738

Mar-13 528,738

Apr-13 528,738
May-13 528,738

Jun-13 530,468

Jul-13 337,958
Aug-13 431,233
Sep-13 431,233

Oct-13 337,162
Now-13 337162

Dec-13 _ 337162

YTD (5141, 464) } (§141.464 2,562,000 2,562,000 5,378,679

Heating Oil - Rail - Fuel Surcharge Hedges

Savings/(Cost) on Hedges Hedged Volumes (Gallons)
Estimated Hedged
Year ancial 3 3 1ysica otal Hedgac Exposure Expasure
Jan-13 176,906
Feb-13 176477
Mar-13 176,477
Apr-13 176,477
May-13 176,477
Jun-13 174,082
Jul-13 174,082
Aug-13 328,967
Sep-13 352,465
Oct-13 352,485
Now-13
Dec-13

YTD ($77,608) ) 1.470.000 1,470,000

100%

Docket No. 140001-El
Witness. McClay

Exhibit No. ___ {JM-1T)
Hedging Details (Jan - Dec 2013)
10f 17




DEF Gas Hedging Status
s of Decomber 31, 3013 REDACTED

Docket Mo, 140001-El

Winess: McClay

Exhitit No. __ (JM-1T)
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DEF Gas Hedging Status
As of December 31, 2613 REDACTED

Docket No. 140001-EI
Witness.  McClay
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DEF Gas Hedging Status
s of Ducembier 31, 3013 REDACTED
Docket No. 140001-E1

Witness.  McClay
Exhibit Mo, {IMAT)
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DEF Gas Hedging Status
s of December 31, 2013 REDACTED

Dokt Mo, 140001-E1

Wiress  McClay

Exhibit Mo, (JM-1T)
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As of December 31, 2013

DEF Gas Hedging Status

REDACTED
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DEF Gas Hedging Status
A5 of Dacember 31, 2013 REDACTED

Diocket Mo, 140001-E1
Witress  McClay
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DEF Gas Hedging Status
s of Decambar 31, 3013 REDACTED

Docket Mo. 140001-E)

Wiress  McClay

Exhibt Mo, ___ {JM-1T)
Hedging Detads {Jan - Dec 2013}
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DEF Gas Storage Hedging Status

As of December 31, 2013 REDACTED
Financial FIXED SWAP 6/1/2013 | 3966424 CSEL IFERC FGTZ3
Financial FIXED SWAP 6/1/2013 3971356 MACQ# IFERC FGTZ3

Docket No. 140001-El

Witness: McClay

Exhibit No. ___(JM-1T)
Hedgomg Detao;s (Jan-Dec2013)
14 of 17
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Docket No. 140001-E1
Wintess: McClay
Exhibit No. ___ (JM-1T)
Hedging Details (Jan-Dec 2013)
150117
DEF #2 Oil Hedging Status
As of December 31, 2013 REDACTED
Financial FIXED SWAP 1172013 | 3532485 BOM# USGLF | NO2ULS $128.0832 _
9,306 2%
Financial FIXED SWAP 2172013 | 3532486 BOM# USGLF | NO2ULS $134.7402
15,500 |‘ﬁh
Financial FIXED SWAP 3172013 | 3532480 BOM# USGLF_| NO2ULS $126.4494
B 36%|
Financial FIXED SWAP 41172013 | 3532491 BOM# USGLF | NO2ULS $120.6046
Financial FIXED SWAP 4/1/2013 AT48949 DEU# USGLF NO2ULS $120.8045
fe NG . —
11,026 %
Financial FIXED SWAP 5/12013 3532493 BOM# USGLF NC2ULS $118.3724
Financial FIXED SWAP 5172013 3748955 DE# USGLF NOZULS $119.3724
Financial FIXED SWAP 5/172013 3937694 BOM# USGLF NOZULS $119.3724
13,004 2%
Financial FIXED SWAP B/1/2013 3532495 BOM# USGLF NO2ULS $120.1242
Finandal FIXED SWAP B/1/2013 3748958 DEU# USGLF NC2ULS $120.1242
f e — — ==
17,314 23%
Financial FIXED SWAP 71172013 | 3544386 MACQ# USGLF | No2ULS $125.2902
Financial FIXED SWAP 71172013 | 3599953 JPMCH USGLF | NO2ULS §125.2902
Financial FIXED SWAP 7112013 3574000 JPMC# USGLF NOZULS $125.2002
Financial FIXED SWAF 71172013 | 3748960 DEU# USGLF | No2ULS $125,2002 = =
14,843 34%
Financial FIXED SWAP 8172013 3544368 MACO# USGLF NO2ULS $127.8312
Financial FIXED SWAP 8172013 3500955 JPMCHE USGLF NO2ULS $127.8312
Financial FIXED SWAP 81/2013 | 3674002 JPMCH USGLF | NO2ULS $127.6312
Finandial FIXED SWAP 81/2013 | 3748962 DEU# USGLF | NO2ULS $127.8312
— _—
20,254 25%
Financial FIXED SWAP 9172013 | 3544370 MACO# USGLF | NO2ULS $126.4856
Financial FIXED SWAP 9172013 3580857 JPMC#E USGLF NOZULS $126.4958
Financial FIXED SWAP 9172013 | 3674004 JPMCE USGLF | NO2ULS $126.4956
Financial FIXED SWAP 9/172013 I74B964 DEL# USGLF NO2ULS $126.4956
el £ - —
8,504 59%
Finandial FIXED SWAP 10/1/2013 | 3544372 MACG# USGLF | No2ULS " $123.1692
Financial FIXED SWAP 10/172013 | 3748066 DEU# USGLF | NO2ULS §123.1692 __ il
Finandial FIXED SWAP 107172013 | 3749710 DEU# USGLF | NO2ULS $123.1692 —|
6,209 48%
Financial FIXED SWAP 111172013 3544374 MACC# USGLF NO2ULS $119.6622
Finandal FIXED SWAP 11/1/2013 | 3748968 DEU# USGLF | NO2ULS $110,6622
Financial FIXED SWAP 117172013 3748712 DEU# USGLF NOZULS $119.6622
== — L .
4,147 T2%
Financial FIXED SWAP 1211/2013 3544376 MACO# USGLF NO2ULS $122.9630
Financial FIXED SWAP 12/172013 | 3748870 DEU# USGLF | NO2ULS $123.9630
Financial FIXED SWAP 121172013 | 3749714 DEUR USGLF | NO2ULS $123.9630
2491 BE%




DEF Coal Transportation Hedging Status - Barge
As of December 31, 2013 REDACTED
Docket No. 140001-E1
Witness: McClay
] T : Exhibl No. __ [JW-1T)

% Sall ¥ Ex ] Hedging Details (Jan - Dec 2013)
Financial FIXED SWAP 1M/R013 | 3521823 | USGLF | NO2ULS $3.0496 hieta?
Financial FIXED SWAP 112013 | 3736415 | USGLF | NO2ULS $3.0456
Financial FIED SWAP 112013 | arero03 | usciF | no $3.0406
Financial FILED SWAP 1172013 | 3801025 L $3.0406

- Ll SRR —

. 521,349 5%
Financial FIXED SWAP 21013 | 3521824 USGLF | NO2ULS
Financial FIXED SWAF 21112013 | 3736417 | USGLF | NO2ULS $3.2081
Financial FIXED SWAP 21013 | aretoos | uselr | nozuLs
Financial FLXED SWAP 21172013 | 3ao1027 usGLF | mozuLs
- S — 2081 —
I TR w|
Financial FIXED SWAP 3172013 | 3521825 | USGLF | NO2ULS | saotor ]
Financial FIXED SWAP ANR03 3736419 USGLF NOZULS 107
Financial FIXED SWAP 12013 | 3781007 | uSGLF | nO2uLs $3.0107
Financial FIXED SWAP 112013 | 3301028 | usclF | nozuLs $3.0107
- Sy SEEREE S
.
Financial FIXED SWAP 4/1/2013_| 3540872 | USGLF | NO2ULS | soames |
Financial FIXED SWAP 41112013 | 3711714 | USGLF | NO2ULS | s2sme3 |
Financial EIXED SWAP anr013 | arrersz | useir | noauls | soeres |
Financial FIXED SWAP 4/1/2013 | 3803835 | USGLF | NO2ULS | soaves |
L son——
——— FIRE] %
Financial FIXED SWAP 512013 3540873 USGLF NOZULS _3? 2
Financial FIXED SWAF 5112013 | 3711716 | USGLF | NO2ULS
Financial FIXED SWAP 572013 3775784 USGLF NOZULS —
Financial FIXED SWAP 5172013 | 3803837 | USGLE | NOZULS | s2sa22 ]
=L 2808 . =
1 TN "
Financial FIXED SWAP 6/1/2013 | 3540875 | USGLF | NO2ULS | samsm |
Financial FIXED SWAP | enmo13 | 3ni7ie | UsGLF | NozuLs | samsn |
Financial FIXED SWAP 6112013 | 3776788 USGLF NO2ULS | sessor |
Financial FIXED SWAP 6172013 | 3803839 USGLF NO2ULS | s2sso1 |
-l = i —
] 530,488 |
Financial FIXED SWAP 712013 | 3544398 | USGLF | NO2ULS $2.9831 — 1 ]
Financial FIXED SWAP 712013 | 3599947 | USGLF | NO2ULS $2.0831
Financial FIXED SWAP 712013 | 3714481 | USGLF | NO2ULS $2.9831
EE——— 537950 %
Financial FIXED SWAP BM/2013 | 3544398 | USGLF NOZULS
Financial FIXED SWAP AN2013 3590048 LSGLF NOZULS p— $3.0436
Financial FIXED SWAP 81172013 | 3714483 | USGLF | No2ULS $3.0436
1 Bian 5]
Financial FIXED SWAP B/172013 | 3544401 | USGLF | NOZULS
Financial FIXED SWAP /112013 | 3599948 | USGL NOZULS 530118
Financial FIXED SWAP 9112013 | 3714485 | USGLF | NO2ULS $3.0118
Financial FIXED SWAP 5172013 | 4051835 | USGLF | NO2ULS 53.0118
431,233 45%.
Financial FIXED SWAP 10/1172013 3544402 USGLF NOZULS $2.9326
Financial FIXED SWAP 100172013 3674012 USGLF NO2ULS
Financial FIXED SWAP 101172013 | 3764161 | USGLF | NO2ULS $2.0326
Financial FIXED SWAP 10/1/2013 | 4051836 | USGLF | NO2ULS $2.0326

4
4
B

f )
4]
o

Financial FIXED SWAP 117172013 1544404 USGLF NOZULS
Financial FIXED SWAP 11/1/2013 | 3674014 | USGLF | NOZULS
Financial FIXED SWAP 117172013 3764156 USGLF NOZ2ULS
Financial FIXED SWAP 11112013 4051837 USGLF NO2ULS
337,162 H0%|
Fmnancial FIXED SWAP 12112013 3544408 USGLF NO2ULS $2.9515
Financial FIXED SWAP 121712013 | 3674016 | USGLF | NO2ULS 26515
Fancial FIXED SWAP 121112013 | 3764158 | USGLF | NO2ULS 520515
Financial FIXED SWAP 121172013 | 4051838 | USGLF | NO2ULS 529515
lext I _—
A82 50%




Docket No. 140001-E1
Witness: McClay

Exhibit No. (IM-1T)
Hedging Details (Jan-Dec2013)
170117
DEF Coal Transportation Hedging Status - Rail
As of December 31, 2013 REDACTED
Ir 2 Key Mark Locat it ¥ i Xotel 4.5
) {3/Gal E re b
Financial FIXED SWAP 1103 | 3521797 | USGLF | NO2ULS T
] 176,806 AT%
Financial FIXED SWAP 2/1/2013 | 3521798 | USGLF | NO2ULS $3.2081
p—_— ] 76477 48%
Financial FIXED SWAP 3172013 | 3521789 | USGLF | NOZULS
I 176 48%
Financial FIXED SWAP 4112013 | 3540886 | usGLF | no2uLs $2.8763
Financial FIXED SWAP 4112013 | 3711704 | USGLF | NO2ULS 52.8763
Financial FIXED SWAP 4/172013 | 3751189 | USGLF | NO2ULS 52.8763
(T — 176,477 T1%
Financial FIXED SWAP 512013 | 3540867 | USGLF | NO2ULS [ samaz2 |
Financial _ FIXED SWAP 5172013 | 3711706 | USGLF | NO2ULS | saBa22 |
Financial FIXED SWAP 5172013 | 3751200 | USGLF | NO2ULS | s2Ba22 |
e _ | 176,477 1%
Financial FIXED SWAP 6172013 3540888 USGLF NO2ULS $2.8601
Financial FIXED SWAP 6172013 | 3711708 USGLF NOZULS $2.8601
Financial FIXED SWAP 612013 | 3751200 | uselF | wozus ]
£02 . —
[=—— ——— 174,082 T2%
Financial FIXED SWAP 712013 | asoo04q USGLF NOZULS
Financial FIXED SWAP 712013 | a7easis | UsGLF | Nozuis _ |
L _ 174,082 48%
Finandial FIXED SWAP 812013 | 3508842 | USGLF | No2ULS [ ssoes |
Financial FIXED SWAP 8172013 | 376a01s | uscLF | noouls [ s3oa6 |
o 328,967 26%
———
Financial FIXED SWAP 812013 | 3s99s43 | uscLF | noauls $3.0118
Financial FIXED SWAP 9/1/2013 | 3764920 | USGLF | Mo2uLs $3.0118
Financial FIXED SWAP 9112013 | 4051847 | USGLF | NO2ULS
! FIXED SWAP 9/1/2013 | 4082519 | USGLF | NO2ULS
T 362,465 48%
Financial FIXED SWAP 1012013 | 3574018 USGLF No}uﬁgn $2.9326
Financial FIXED SWAP 10172013 | 40s1848 | usclF | woa2uls 3Z022n
Financial FIXED SWAP 10172013 | 4062520 | USGLF | Mo2uLS $2.9326
Financial FIXED SWAP 10/1/2013 | 4097038 | USGLF | NO2ULS $2.9326
R 352,465 48%
Financial FIXED SWAP 11172013 | 3s74020 | usGLF | No2uLs
Financial FIXED SWAP 11/172013 | 4051840 USGLF NOZULS
Financial FIXED SWAP 1112012 | 4062521 | USGLF | NO2ULS
Financial FIXED SWAP 111172013 | 4097040 | USGLF | No2uLs $2.8491 |
— — -
Financial FIXED SWAP 12172013 | 3674022 | UsGLF | no2uLs $2.9515
Financial FIXED SWAP 12112013 | 4051850 | UsGLF | nozuLs $2.8515
Financial FIXED SWAP 12/172013 | 4062522 | USGLF | NO2ULS
Financial FIXED SWAP 121172013 | 4097041 | USGLF | NO2ULS
=i 352,465 43%






