
DATE: July 23,2008 

TO: 

FROM: 

RE: 

Lisa Bennett, Attomey, Office of General Counscl 

Division of Regulatory Compliance (Freeman, Vandivcr) 

Docket 080001-EI, Rccommendation conceming Florida Power & Light 
Company’s (FPL’s) request for confidential classification concerning a portion of 
the staff audit report and working papers prepared during “Florida Power & Light 
Fuel Price Hedging Costs Audit for the Twelve Months Ended December 3 1, 
2007”, Audit Control No. 07-353-4-1, Documents Numbered 03776-08,03777-08, 
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On May 5,2008, when copies of certain portions of staffs audit report and working papers 
obtained or prepared during the “Florida Power & Light Fuel Price Hedging Costs Audit for the 
Twelve Months Ended December 3 1,2007”, were delivered to FPL at the audit exit conference, 
the utility requested that these materials be temporarily exempted from public access in 
accordance with provisions of Rule 25-22.006(3)(a)2., Florida Administrative Code (FAC). 

On May 7,2008, staff filed documents numbered 03776-08 and 03777-08 consisting of those 
specified portions of the staffs audit report and working papers. 

On May 27,2008, FPL filed a request pursuant to Section 366.093, Florida Statutes (F.S) and 
Rule 25-22.006, FAC, that selected portions of the audit report and working papers prepared by 
the staff during the review receive a confidential classification. The utility’s request included 
redacted copies for public inspection (Document No. 04475-08) and copies with the sensitive 
material highlighted (Document No. 04474-08). 

Documents numbered 03776-08,03777-08 and 04474-08, are currently held by the Office of the 
Commission Clerk as confidential pending resolution of FPL’s request for confidential 
classification. 
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(b) Internal auditing controls and reports ofthe internal trttrlitor.s 
.... 

(d) Information concerning bids or other contractuul datu. the ilisclosirrc of which u,oukI impuir 
the efforts of the public utility or its rrffiliutes to contract for g o o h  or services onjtvoruble 
terms. 

(e) Information relating to competitive business interests, the disclosure of which would inlpuir 
the competitive business of the provider ofthe informution ... . '*  

According to Section 366.093, F.S., and Rule 25-22.006, FAC, the utility has the burden of 
demonstrating that materials qualify for confidential classification. According to Rule 25- 
22.006, FAC, the utility must meet this burden by demonstrating that the information is 
proprietary confidential business information, the disclosure of which will cause the utility, the 
provider of the information or the ratepayer harm. 

Staff Analvs is of the Utilitv Reauea 

Reading the filing reveals the sensitive material consists of: 

1) Contractual Data such as Pricing and Other Terms, Payment Records, and Vendor and 
Supplier Rates 

Witness Gerard J. Yupp, FPL Director of Wholesale Operations in the Energy Marketing and 
Trading Division asserts the staffs audit report and working papers report include contractual 
and competitive business information such that release of the contractual information would 
impair the ability of FPL and its Affiliates to contract favorably for gas and oil procurement for 
the benefit of its customers, and in addition, release of the information would impair the 
competitive interests of FPL and its vendors. 
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July 23,2008 
Florida Power and Light Request 

Staff Analvsis of the Utilitv Reauest (Continued) 

Witness Yupp reports information release of which would harm thc compctitivc husincss 
interests of FPL and its vendors is found within staffmatcrials titled: “Audit Kcport lirhihit 
FPL Hedging Costs Filings -- Pages 4 and 5”. “Total Year 2007 Gas Procurcmcnt“. “Monthly 
Gas Procurement Filing”, “Total Year Fuel Procurcnlcnt”, “Monthly Oil Procurcmcnt liling’’. 
“Total Year 2007 Electricity”, “Monthly Elcctricity Procurcmcnt”, “VaR Limits”, “Hctlging 
Portfolio”, “January Hedging Schedule”, “FPL Derivativc Scttlcmcnts ~ All Iiistrumcnts”, “FPI. 
Natural Gas Procurement Schedule for February 2007”. “Answcr to thc Breakdown of 
Transaction Costs”, “M&S Corrections and Adjustments”, and “Natural Gas Pncc 
Computations.” 

Witness Yupp reports some of the contractual and pricing infomiation is both sensitivc 
contractually to FPL and also sensitive competitive business information to the providcr of that 
information, which is found within staff materials entitled: “Reconciliation of Filing to Company 
Spreadsheet”, “Spreadsheet Provided from the External Auditor’s Working Papers”, “Summary 
of Hedging Activities”, “Summary of Deals Testing”, “Summary of Testing for September 
2007”, “Explanation of a Representation that Describes in Details Its Accounting Treatment for 
Transaction Cost Associated with Its Financial Hedging Program”, “Schedule of Commission 
Costs”, “Monthly Gas Closing Report”, and “Monthly Gas Closing Report for September 2007.” 

Lastly, Witness Yupp reports information release of which would harm the contractual interests 
of FPL is found within staff materials titled: “January Derivative Settlements - All Instruments 
Report”, “Purchase Settlement”, “Bank Statement”, “Over the Counter Options Test”, January 
Derivative Settlements - All Instruments and Other Backup for January’s Testing”, “FPL 
Derivative Settlements - All Instruments for February 2007, “FPL Derivative Settlements - All 
Inshuments for September 2007”, “Summary of Counterparties for September”, “Backup for 
Hedging Details Test For September”, “Certificate of Purchase Statement”, Master Agreement 
with Counter Parties”, EMT Allocation of Oil financial Instruments”, and “Allocation of Oil 
Financial Instruments.” 

Section 366.093(3)(d), F.S. provides that the Commission may grant a confidential classification 
to contractual information if its release would impair the ability of the public utility or its 
affiliates to contract for goods and services. Section 366.093(3)(e), F.S., provides that the 
Commission may grant a confidential classification to sensitive competitive business information 
if release of that information would impair the competitive business of the provider of that 
information. After reading the information identified by FPL witness Yupp, we agree that 
release of this information would cause the harm the utility suggests. 
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Wednesday, July 23,2008 
Florida Power and Light Request 

Staff Analvsis of the Utilitv Reauest (Cont hued)  

2) Sensitive Competitive Business Information from thc Iltilities’ Extcmal Auditot 

Witness H. Antonio Cuba, FPL Director, Regtilatot-y Acc~iitnting. identitics scnsitivc compclitivc 
business information obtained from FPL’s external auditor discloscd in thc working papcrs titled: 
“Notes of External Auditor’s Work Papers.” 

While witness Cuba refers to the information as taken from FPL’s internal auditor. tbc 
information is actually from FPL’s external auditor. Information taken from thc cxtcrnal auditor 
is not considered information taken from the internal auditor. While infomiation collcctcd and 
reported upon by the internal auditor is based upon invcstigations directed by company 
management into company programs, information collcctcd by the external auditor is collccted 
by a third party auditor in order to render an opinion if  the financial statements fairly present the 
operations of their client. Section 366.093(3)(b), F.S., provides an exemption for material from 
the internal auditor, but is silent concerning the materials of the external auditor. 

Commission Order 25297, issued November 11, 1991, in Docket No. 890190 and affirmed by 
Commission Order No. PSC-92-0135-FOF-TL, issued March 31, 1992, in Docket No. 890190- 
TL provides the guidelines for assessing if information obtained from an external auditor should 
be granted a confidential classification. These orders provide that a confidential classification 
may be granted to the valuable proprietary audit strategy and work program methodology which 
are unique to that external auditor on the basis that disclosing this information would harm the 
competitive business of that external auditor. 

We have read the information in question and find that the information reports the proprietary 
audit strategy and work program of FPL’s extemal auditor. Therefore, we recommend that this 
information from an external auditor be granted a confidential classification based upon the 
exclusion set out by Section 366.093(3)(e), F.S., in that the information is unique to that extemal 
auditor and its release would harm the competitive business of that auditor. 
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To qualify as proprietary confidential business inforniation. the niatcrial must also he held as  
private and not released to the public. FPL asserts t1i;il this scnsilivc information niccts the 
statutory restrictions neccssary for the matcrial to he pi-ovidcd i i  conlitlcnli;il classi lieation. and 
asserts that the information has not been disclosed to Ihc Public. 1;urtIier. FPI2 witnesses report 
FPL has maintained the confidentiality of tbesc materials. 

p u r a t  ion of the Confidential Classification Period 

FPL and FPL witnesses request that this material bc held as conlidcntial for at leas1 1 S nionths 
and that this material should be retumed to FPL once the infomiation is no longcr nccdcd for thc 
Commission to conduct its business. 

According to the provisions of Section 366.093(4), F.S., absent good cause shown, confidential 
classification is limited to 18 months. Without cause shown for a longer period, we recommend 
that the period of confidential classification be set as 18 months. As deemed necessary, the 
utility may request an extension of the confidential classification before the period tolls. 

Staff Recommend- 

Based upon reading the filing, and for the reasons presented above, we recommend the utility’s 
request be granted and that the identified material be granted a confidential classification for 18 
months. 

A detailed recommendation follows: 
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July 23,  2008 
Florida Power and Light Rcqttcsi 

.~ 
Filings ~ Page 4 

Detailed Recommendation 

I ('01s. ('-1). 14 

Staff 
Work 
Paper 
Number 
Documents Nu 
I 

1 

2 

2 

2 

2- 1 

2-11]  

z-111 

!-2 

?-2Il 

!-3 

!-311 

. .  
Filings -- Page 5 

I 

I- 1 

.2-3 

2-311 

2-311 

2-311 

I Cols C-11. 14 

I I 

Filing to Company 
Spreadsheet 
Reconciliation of 
Filing to Company 
Spreadsheet 
Reconciliation of 
Filing to Company 
Spreadsheet 
Total Year 2007 

~ FPL Hedging Cost I I I 

._.-.____ 
2 Cols. A-D Grant 

3 All Grant 

1 Cols. C-F Grant 
Gas Procurement 

~ FPL Hedging Cost I I I 

I 
Monthly Gas 
Procurement Filing 

1-3 Cols. C-F, 4-1 I ;  Grant 

Monthly Gas 
Procurement Filing 
Total Year 

14-16 
4-12 Cols. C-F, 4-1 1 Grant 

1 Cols. C-F, 4-1 I ;  Grant 
Fuel Procurement I I I 
Monthly Oil 
Procurement Filing 
Total Year 2007 

Cols. C-D, 14 
1-12 Cols. C-F, 4-1 1 Grant 

1 Cols. C-F. 4-1 1 Grant 

Monthly Electricity I 1-12 I Cols. C-F, 4-1 1 Grant 

Papers 
Spreadsheet Provided I 1-3 I All I Grant 

Notes of External 
Auditor's Work 

I I  from the External 
Auditor's Work I 

1-9 All Grant 

I~I ISI I ICS~ Iiiliiriiiiitioii 

Seiisitivc ('oiiipctitivc 
I3iisiiicss Iiil'oriiiatiim 

Sensitive ('ontractual and 
Competitive Rusincss 
Information 
Sensitive Contractual and 
('onipetitive I3iisiness 
Information 
Sensitive Contractual and 
Competitive Business 
Infornlation 
Sensitive Competitive 
Business Information 
Sensitive Competitive 
Business Information 

-~ ~~ ~ ~ ~ ~ ~ ~ ~~ . ~ ~~ 

~ 

papers 
VaR limits 

Hedging Portfolio 

Hedging Portfolio 

Hedging Portfolio 

Sensitive Competitive 
Business Information 
Sensitive Competitive 

1 All Grant Sensitive Competitive 
Business Information 

1-37 Cols. A-G Grant Sensitive Competitive 
Business Information 

38 Cols. A-D Grant Sensitive Competitive 
Business Information 

39 Cols. A-G Grant Sensitive Competitive 
Business Information 

Business Information 

Sensitive Competitive 
Business Information 
Sensitive Competitive 
Business Information 
Sensitive Competitive 
Business Information 
Sensitive Competitive 
Business Information 

Sensitive Contractual and 
Competitive Business 
Information 
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IIV I sz-I 

IIIPII) 

I llll!l!) 

I 

I/I-I/I-EP 

III-EP 

I-EP 

EP 

FP 

VFP 

IIE-ZP - 



staff 
Work 
Paper 

43- 1/1-21 I 

43-1/1-2/1 

43-1/1-2/1 

43- 1/1-2/1 

43-1/1-2/1 

13-1/1-2/1 

13-1/1-2/1 

13-1/1-2/1 

13-1/1-2/1 

Description 
iered 03777-08 and 04, 
FPL Derivative 
Statements- All 
Instruments and 
Other Backup for 
January's Testing 
FPL Derivative 
Statements- All 
Instruments and 
Other Backup for 
January's Testing 
FPL Derivative 
Statements- All 
Instruments and 
Other Backup for 
January's Testing 
FPL Derivative 
Statements- All 
Instruments and 
Other Backup for 
January's Testing 
FPL Derivative 
Statements- All 
Instruments and 
Other Backup for 
January's Testing 
FPL Derivative 
Statements- All 
Instruments and 
Other Backup for 

Statements- All 
Instruments and 
Other Backup for 

Statements- All 
Instruments and 
Other Backup for 

Statements- All 
Instruments and 
Other Backup for 

Statements- All 
[nstruments and 
3ther Backup for 
lanuary's Testing 

L 

_- 
3 

4 

- 
5 

1-7.10-27. 

Col A 

.. 
357 .1  ?-17.20-2i. 
29,33 

I-7.19-2x- 

3,s-7: 

Cols. A-D 

1-7,19-27,29-30 

3,5-7,13- 17,19-24,28, 
32 

1-7,19-25,27-28 

33-9; 

Cols. A-D 

1-7,20-30,3 1-32 

Grant 

Grant 

Grant 

Grant 

.~ ~- 
Scnsitivc Contractual 
Inlbriiiation 

Sensitive Coiitractual 
Iniiirniation 

Sensitive Contractual 
Information 

Sensitive Contractual 
Information 

Sensitive Contractual 
Information 

Sensitive Contractual 
Information 

Sensitive Contractual 
Information 
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81-S'E-I 

S 

Pf-EE'Of-6Z 
'LZ-9 I 'I I '6-8'E - 1 

81-Z 

PE-E E'6Z 
'LZ-91'11-0 l'8't-I 

02-6 I 'L 1-1 

I 

IiZ- Iil-E 1 

l/z-l/l-fi 

IiZ-lil-Et 

liz-lll-ft 

IiZ-lll-ft 

l/z-l/l -E t 

I iz- 1/1 -E P 

IIZ-I/I-EP 

I /z- 1/1 -t P - 

I/Z-III-EP 
iN siualun3oa 

iaqurnN 
laded 
?'OM 

JJW 



Staff 
Work 
Paper 
Number 
Documents NL 
43-111-211 

43-111-211 

43-111-211 

43-111-211 

13-1/1-2/1 

43-1/1-2/1 

13-1/1-2/1 

13-111-211 

13-1/1-2/1 

.3- 1 / 1 -2/ 1 

Description 
ered 03777-08 and O/ 
FPL Derivative 
Statements- All 
Instruments and 
Other Backup for 

Statements- All 
Instruments and 
Other Backup for 
January’s Testing 
FPL Derivative 
Statements- All 
Instruments and 
Other Backup for 
Ianuary’s Testing 
FPL Derivative 
Statements- All 
Instruments and 
%her Backup for 

Statements- All 
instruments and 
3ther Backup for 
lanuary’s Testing 
:PL Derivative 
Statements- All 
nshuments and 
Ither Backup for 
lanuary’s Testing 
ZPL Derivative 
Statements- All 
nstruments and 
Xher Backup for 

itatements- All 
nshuments and 
M e r  Backup for 

;tatements- All 
nstruments and 
Ither Backup for 
anuary’s Testing 
:PL Derivative 
itatements- All 
nstmments and 
Ither Backup for 
anuary’s Testing 

~ ragee 
4-OX ... 
22 

~ 

1-3.8.10-1 1.16 Zfr 
28.32-17 

- 
5 

- 
1-18 

I-3.8.10-1 1,16-27.29 
33-34 

5 

I-18 

1-3,8-9,11,16-27, 
29-30,33-34 

5 

1-18 

l-3,8,10-l1,l6- 
21,29,33-34 

Grant 

Grant 

Grant 

Grant 

Grant 

.- - 
Sen\itive Contractual 
lnfbrination 

Sensitive Contractual 
lnfornlation 

Sensitive Contractual 
Information 

Sensitive Contractual 
Information 

Sensitive Contractual 
Information 

Sensitive Contractual 
Information 

Sensitive Contractual 
Information 
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;taff 
Nork 
'aper 
dumber 
Iocuments Nu 
13- 1 1 1-21 1 

13-111-2/1 

13-2 

13-211 

43-3 

43-311 

43-311-1 

43-311-2 

43-311-2 

43-311-2 

43-311-2 

43-311-2 

43-311-2 

43-311-2 

43-311-2 

Description 
ered 03777-08 and 04' 
FPL Derivative 
Statements- All 
lnstiuments and 
Other Backup fol 

January's Testing 
FPL Derivative 
Statements- All 
Instrunieuts and 
Other Backup for 
January's Testing 
FPL Natural Gas 
Procurement 
Schedule for 

FPL Derivative 
Settlements -All 
Instruments for 

Summary of Testing 
for February 2007 

FPL Derivative 
Settlements - All 
Instruments for 
September 2007 
Summary of 
counterparties for 
September 
Backup of Hedging 
Deals Tested for 
September 
Backup of Hedging 
Deals Tested for 

February 2007 

February 2007 

September 
Backup of Hedging 
Deals Tested for 
September 
Backup of Hedging 
Deals Tested for 
September 
Backup of Hedging 
Deals Tested for 
September 
Backup of Hedging 
Deals Tested for 
September 
Backup of Hedging 
Deals Tested fo; 
September 
Backup of Hedging 
Deals Tested for 
September 

All 

Cols. A-D 

All 

Cols. A-B 

All 

1 -7,18-26,29; 

Col: A 
1-6; 

Cols. A-C 
1 -8,18-26,28 

1-5; 

Cols. A-C 
1-7,20-28,30 

1-6; 

Cols. A-C 
I-7,19,21-27,29 

-~ - 
sunsitive Contractual 
Information 

Sensitive Contractual 
Competitive Business 
Information 
Sensitive Contractual 
Information 

Sensitive Contractual 
Information 

Sensitive Contractual 
Information 

Sensitive Contractual 
Information 

Sensitive Contractual 
Information 

I 

Information 
I 

Grant Sensitive Contractual 
Information 

Information 

Grant 
Information 
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Staff 
Work 
Paper 
Number 
Documents NI 
43-311 -2 

43-311 -2 

43-31 1-2 

43-311-2 

43-311-2 

43-311-2 

43-311-2 

43-311-2 

43-311-2 

43-311-2 

43-311-2 

43-31 1-2 

43-31 1-2 

13-311-2 

13-311-2 

13-311-2 

13-311-2 

Descriptiy , ~ __ 
iered 03777-OS and 04, 
I3ackup o f  tlcd:ing 
Deals 'l'estcd fix 

Septcmhcr ~ 

Uackup ol~llcd:ing 
Deals Tested r i i~ 
9 t e m b e r  
Uackup of Hedging 
Deals 'Tested for 
September 
Backup of Hedging 
Deals Tested for 
September 
Backup of Hedging 
Deals Tested for 

~______ 

September 
Backup of Hedging 
Deals Tested for 
September 
Backup of Hedging 
Deals Tested for 
September 
Backup of Hedging 
3eals Tested for 
September 
3ackup of Hedging 
l e a k  Tested for 
September 
3ackup of Hedging 
l e a k  Tested for 
jeptember 
3ackup of Hedging 
l eak  Tested for 
ieptember 
3ackup of Hedging 
leak  Tested for 
ieptember 
3ackup of Hedging 
)eals Tested for 
ieptember 
tackup of Hedging 
)eals Tested for 
leptember 
lackup of Hedging 
)eals Tested for 
:eptember 

Cnls. A-I) 
I -  18.20 

~~ 

I-3.x-9.1 I .  16-27. 
29-30.33-35 

5 

1-17 

1-3.8.1 0-1 I .I 6-27. 
29.33-35 

5-6 

1-18 

I-3,8-9,11,16-29, 
32-34 

5-6 

1 - 2 4  18 

1-3,8,10- 1 1,16-2729, 
33-35 

5-6 

1-19 

I-3,8-9,11,16-27, 
!9-30.33-35 

Grant 

Grant 

~ ~. ~ 

scllslll\c (',lllllactlI:ll 
l i i l i i r~i i : t t i i~t~ 

sc l l%l t l \c  ~ ' , l 1 l t r ~ l c t l l ~ ~ l  
IIlli1r111311011 

Sciisit ivc ( ' o t ~ t I ~ t t ~ i ~ l  
Ittlimiwtioii 

Scnsitivc ('nntractu;tl 
Inliirmattoii 

Scnsitivc Contractual 
Information 

Scnsittve Contractual 
Information 

Sensitive Contractual 
Information 

Sensitive Contractual 
Information 

Sensitive Contractual 
Information 

Sensitive Contractual 
Information 

Sensitive Contractual 
Information 

Sensitive Contractual 
Information 

Sensitive Contractual 
Information 

Sensitive Contractual 
Information 

Sensitive Contractual 
Information 

Sensitive Contractual 
Information 

~~ 

~~ 

~ ~ ~ _~ . 

~ ~_ 

- 

Sensitive Contractual 
Information 
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Staff 
Work 
Paper 
Number 
D o c u m e n z  
43-311-2 

43-311-2 

43-311-2 

43-311-2 

43-311-2 

43-311-2 

43-311-2 

13-311-2 

134  

13-5 

13-S/I 

13-8 

.4 

5-1 

5-111 

5-211 

5-21 I - 1 

Description 
bered 03777-08 a i 2 6  
Backup of Hedging 
Deals Tested for 

._ September 
Backup ofHedgtn$ 
Deals rested for 
September 
Backup of Hedging 
Deals Tested for 
September 
Backup of Hedging 
Deals Tested for 
September 
Backup of Hedging 
Deals Tested for 
September 
Backup of Hedging 
Deals Tested for 
September 
Backup ofHedging 
Deals Tested for 
September 
Backup of Hedging 
Deals Tested for 
September 
Explanation of a 
Representation that 
Describes in Details 
Its Accounting 
Treatment for 
Transaction cost 
Associated with Its 
Financial Hedging 
program 
Answer to the 
Breakdown of 
Transaction Costs 
Schedule of 
Commission Costs 

Clarification of 
Purchase Statement 
Master Agreement 

md Adjustments 
EMT Allocation of 
Si1 Financial 
:nvestments 
Vatural Gas Price 
3omputations 
kfonthly Gas 
:losing Report 

I 

1-19 

- ~~~~ 

I-3.H.10-I 1.16-26.2s. 
32-34 

5-6 
- 

-. 
1-3,8-9,11,16-22, 
24-25,28-30 

5-6 

17.1 9,2 1 

1-7,9- 10 

Jols. B,D 
l 

i l l  

1-8 

301s. A-D 

!2,2S-26 

201s. A-C 

Grant 

Grant 

Grant 

Grant 

Grant 

Grant 

Grant 

Grant 

Grant 

Grant 

Grant 

.. ~ _ _  
Sciisitivc ('oitwictiial 
I l l lb rmal lon 

Scnsttivr ('ontractual 
Inforniatioii 

Scnsitive Contractual 
Information 

Sensitive ~ o n t r a c t u a ~ -  
Information 

__~____~ 

-~ 

Sensitive Contractual and 
Competitive Business 
Information 

Sensitive Competitive 
Business Information 

Sensitive Contractual and 
Competitive Business 
Inforiation 
Sensitive Contractual 
Information 
Sensitive Contractual 
Information 
Sensitive Competitive 
Business Information 
Sensitive Contractual 
Information 

Sensitive Competitive 
Business Information 
Sensitive Contractual and 
Competitive Business 
Information 
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- ~ . ~ . 

Kecommcnd 'l'ylw 0 1  I I I ( ~ ~ ~ I I I ~ I I I O I I  - P X (  s) - 
Descri tion Number 

Documents Numbered 03777-08 and 04474-OX 
45.211 -I Monthly Gas 

l.lIx.( ~~~~.~ 5) ~ 

~. 
45-3/1 Allocation of Oil 

Financial Investments 

Price Corn utations 
45-411-2 Monthlv 

Gas Closing Report 

Monthly 
Gas Closing Report 

I for September 2007 1 
A temporary copy of this recommendation will be held at 1:04474-08 fpl 2007 hedging raf.doc 
for a short period. 

CC: Division of Regulatory Compliance (Welch) 
Office of the Commission Clerk (Mclean, Cole) 
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