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effective method to reduce the fuel portfolio's overall exposure to price risk 

and volatilitv and the potential impacts on customers. PEF targets hedging 

between = of its 2009 forecasted annual natural gas and heavy 

oil burns over time. Included in the natural gas burn projections are 

estimates of usage at gas tolling purchased power facilities where PEF has 

the responsibility for purchasing the natural gas. With respect to light oil, 

PEF will hedge at least of its forecasted annual light oil burns over 

time for 2009. Light oil has lower annual hedging targets than natural gas 

and heavy oil because light oil fuel burns can experience greater deviations 

from forecasts. The volumes that are hedged over time are based on 

periodic forecasts and actual hedge percentages will vary from forecasted 

hedge percentages based on the variations between forecasted burns and 

actual burns. PEF's hedging activities for 2009 are consistent with hedging 

activities executed in prior years. The hedging program is well managed 

and independently monitored and does not involve price speculation or 

trying to out guess the market. Hedging activities may not result in actual 

fuel costs savings; however, hedging does achieve the objective of 

reducing the impacts of fuel price risk and volatility experienced bv 

customers. As of August 22, 2008, PEF has hedged approximately 

of its current 2009 forecasted annual natural gas burns, 

forecasted annual heavy oil burns and 

of its 

of its forecasted annual light 

oil burns. PEF will continue to layer in additional hedges for 2009 

throughout the remainder of 2008 and during 2009 consistent with its on- 

going strategy. 
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Based on the hedges that PEF has entered for the projected natural 

gas, and heavy and light fuel oil burns for 2009, what is the current 

estimated value of these transactions? 

Based on closing market prices as of August 22, 2008, the estimated 

unrealized mark-to-market value of the hedges that PEF has executed to 

date for 2009 is approximately I. This is summarized and1 

attached to my prepared testimony as Exhibit No. - (JM-2P). The 

unrealized mark-to-market value for 2009 will fluctuate over time based on 

changes in natural gas and fuel oil market prices and as additional hedges 

are entered into. As a result, actual realized hedging results for 2009 will 

result in either net gains or net losses and will be determined based on 

prevailing prices at the time the hedge transactions settle. 

What were the results of PEF's hedging activities for January through 

July 2008? 

The Company's natural gas and fuel oil hedging activities for January 

through July 2008 have resulted in hedge gains of approximately $239.5 

million. The details of these transactions and the results were provided per 

PSC Order 08-0316 on August 15, 2008. For the period January 2002 

through July 2008, PEF's natural gas and fuel oil hedging activities have 

provided net gains of approximately $600.7 million. Although PEF's hedging 

activity has achieved significant net savings to date, the primary objective is 

to reduce price risk and volatility and there will be periods where hedging 

will not produce fuel savings. 



REDACTED 

What has been the savings generated through economy purchase and 

sales activity for January 2008 through July ZOOS? 

During the period January 2008 through July 2008, PEF has made 

economic energy purchases and wholesale power sales to third parties that 

resulted in additional savings of approximately = and 

, respectively. 

Does this conclude your testimony? 

Yes. 
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Progress Energy Florida, Inc. 
Risk Management Plan for 

Fuel Procurement and Wholesale Power Purchases 
For 2009 

As required by Order No. PSC-02-1484-FOF-El in Docket No. 01 1605-E1, 
Progress Energy Florida, Inc.'s (PEF) is submitting its 2009 Risk Management 
Plan for review by the Florida Public Service Commission. The Risk 
Management Plan includes the required items as outlined in Attachment A of 
Order No. PSC-02-1484-FOF-El 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. 01 1605-El. 

PEF's current fuel burn and economy purchase and sales activity projections for 
2009 are as follows: 

Coal 
Based on current projections, PEF is forecasted to burn approximately m tons of coal in 2009. PEF's forecasted coal requirements for 2009 will 
be purchased primarily under term coal supply agreements. The coal supply 
will be delivered to PEF's plants via railroad and barge transportation 
agreements. Spot purchases will be made as needed. 

Heavy Oil 
Based on current projections, PEF is forecasted to burn approximately = barrels of heavy oil in 2009. PEF's forecasted heavy oil requirements 
for 2009 will be purchased primarily under term supply agreements with 
flexible volume provisions at indexed market prices. Spot market purchases 
will be made as needed. 

- 

Light Oil 
Based on current projections, PEF is forecasted to burn approximately m barrels of light oil in 2009. PEF's forecasted light fuel oil requirements 
for 2009 will be purchased under term supply agreements with flexible volume 
provisions at indexed market prices. Spot market purchases will be made as 
needed. 

Natural Gas 
Based on current projections, PEF is forecasted to burn approximately 

PEF's generating plants and - at gas tolling purchased power 
facilities where PEF has the responsibility to purchase the natural gas. PEF's 

of natural gas in 2009 that is comprised of approximately d 
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forecasted natural gas requirements for 2009 will be purchased primarily 
under term supply agreements that are based on market index pricing. In 
addition, daily and monthly purchases of natural gas will be made. The 
procurement and management of the above fuels and power optimization 
activities are performed by the Fuel and Power Optimization Department 
(FPO). 

Economy Power Purchases and Sales 
Based on current projections, PEF is forecasted to purchase approximately 

of economy power and sell approximately - 
power in 2009. PEF actively seeks to purchase and sell 

economy power as opportunities arise based on market prices versus 
dispatch costs, and available market power and transmission. 

Item 1. Identify the company's overall quantitative and qualitative Risk 
Management Plan Obiectives. 

PEF's overall Risk Management Plan Objectives for 2009 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 portfolio management activities, and continuing 
to execute the company's hedging program to reduce the potential impacts of 
fuel risk and price volatility. 

Item 2. Identify the minimum quantity of fuel to be hedqed for 2009 
and the activities to be executed. 

PEF's target hedge percentages for calendar year 2009 burns are to hedge 
between of its forecasted annual natural gas and heavy oil 
burns. Included in the natural gas burn projections are estimates of burns at 
PEF's owned generation facilities and gas tolling purchased power facilities 
where PEF has the responsibility for purchasing the natural gas. The natural 
gas volumes associated with tolling purchased power agreements are 
included in PEF's natural gas usage forecasts and the annual hedge targets 
for natural gas. With respect to light oil, PEF will hedge at least of its 
forecasted annual light oil burns over time for 2009. Light oil has lower annual 
hedging targets than natural gas and heavy oil because actual light oil fuel 
burns can experience greater deviations. PEF's hedging activities that will be 
executed both for 2009 and periods beyond 2009 are consistent with hedging 
activities executed in prior years under PEF's long-term hedging strategy. As 
part of its hedging strategy and activity, PEF has executed hedging 
transactions for periods through for natural gas, through for No. 6 
oil and through for No. 2 oil. The annual hedging targets for each of the 
respective periods provide the basis for executing the company's long-term 
strategy of layering in fixed price transactions over time for a portion of 
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*Valuer w b p c t  to change bared on changer in market prices and positions. 




