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Progress Energy Florida, Inc. 
Risk Management Plan for 

Fuel Procurement and Wholesale Power Purchases 
For 2010 

As required by Order No. PSC-02-1484-FOF-El in Docket No. 011605-EI, 
Progress Energy Florida, Inc (PEF) is submitting its 2010 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. 011605-El. 

Several groups play key roles in the management, monitoring, and analyzing of 
the activities outlined in PEFs Risk Management Plan. These groups include 
Fuels and Power Optimization (FPO), Enterprise Risk Management which 
includes Corporate Credit and Risk Analytics and Reporting, Back Office, 
Accounting, Regulatory Contracts and Fuel Accounting, Financial Services, Audit 
Services, and IT Development and Support. The activities supported by these 
groups include procuring competitive priced fuel, performing asset optimization 
and portfolio management, executing PEF's hedging strategy, monitoring and 
reporting against established limits for credit, hedging, performing credit 
evaluations and monitoring credit and default exposure, performing deal 
validation, volume actualization, preparing transaction confirmations, preparing 
journal entries to account for fuel and power related activities, performing billing 
and payments under the various fuel and purchased power contracts, performing 
audits, and maintaining and supporting systems that are used. 

PEF's current fuel burn and economy purchase and sales activity projections for 
2010 based on the July 2009 Fuels and Operation Forecast are as follows: 

Coal 
Based on current projections, PEF is forecasted to burn approximately 

tons of coal in 2010. PEF's forecasted coal requirements for 2010 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. 
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Heavy Oil 
Based on current projections, PEF is forecasted to burn approximately = barrels of heavy oil in 2010. PEF’s forecasted heavy oil requirements 
for 2010 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 = barrels of light oil in 2010. PEF’s forecasted light fuel oil requirements 
for 2010 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 approximatel 

PEF’s generating plants and - at gas tolling purchased power facilities 
where PEF has the responsibility to purchase the natural gas. Estimates of 
usage at gas tolling facilities are generated through the normal course of the 
production cost modeling process. A majority of PEFs forecasted natural 
gas requirements for 2010 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 as needed. 

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

F of economy power in 2010. PEF actively seeks to purchase and sell 
economy power as opportunities arise based on market prices, dispatch 
costs, and available transmission capacity. 

of natural gas in 2010 that is comprised of approximately Y 

of economy power and sell approximately Y 

Item 1. ldentifv the company’s overall quantitative and qualitative Risk 
Manaqement Plan Obiectives. 

PEF’s overall Risk Management Plan Objectives for 2010 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 which over time will reduce the 
impacts of fuel price risk and volatility. 
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Item 2. Identify the minimum quantity of fuel to be hedQed for 2010 
and the activities to be executed. 

PEF's tar et hedge percentages for calendar year 201 0 burns are to hedge 
between SI and 
The annual hedging targets that makeup PEFs hedging strategy were 
developed and formalized over time as PEF's overall hedging activity evolved 
and expanded through reviews by various groups including Enterprise Risk 
Management (ERM), Fuels, Accounting, Regulatory Planning, and the applicable 
Risk Committees. The target annual ranges are outlined in the Progress Energy 
Florida Fuels and Power Optimization Risk Management Guidelines, which are 
reviewed to ensure the Guidelines meet the Company's objectives and provide 
oversight and independent checks and controls, meet the intent of the Hedging 
Order, and are appropriate based on on-going market conditions. Included in the 
natural gas burn projections for 2010 are estimates of natural gas burns at PEF's 
owned generation facilities and two gas tolling purchased power agreements 
where PEF has the responsibility for purchasing the natural gas. The tolling 
power purchase facilities are Shady Hills and Vandolah. A gas tolling purchased 
power agreement is where the buyer has the right to all or a portion of the seller's 
generation resource via a contractual relationship. For the right to utilize the 
seller's generation resource, the buyer generally will pay the seller a negotiated 
monthly capacity payment and variable operation and maintenance costs per 
MWHr based on actual usage. 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 
oil burns over time for 2010. Light oil has lower annual hedging targets than 
natural gas and heavy oil because actual light oil fuel burns can experience 
greater deviations due to, but not limited to, economics, load deviations, and 
purchase power opportunities. In addition to continuing to hedge a percentage of 
its annual forecasted natural gas and fuel oil burns, PEF expects to begin 
executing oil product financial hedges to hedge a portion of the oil related fuel 
surcharge embedded in the coal railroad and barge transportation in 2010. The 
FPSC approved this activity in Docket 080649-El, Order No. PSC-09-0349-CO- 
El. 

of its forecasted annual natural gas and heavy oil burns. 

of its forecasted annual light 

The annual hedging targets for each of the respective periods in the Risk 
Guidelines provide the basis for executing the company's long-term strategy of 
layering in fixed price transactions over time for a portion of forecasted annual 
fuel burns. This allows PEF to monitor periodic fuel forecast updates and to move 
from one calendar period to another more effectively. The volumes that are 
hedged over time are based on periodic forecasts based on these updated 
forecasts. Actual hedge percentages can come in higher or lower than targets 
as a result of actual versus forecasted fuel burns. 
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PEF Fuels & Power Optimization Risk 
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Regulated Fuels Hedging Portfolio 
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Regulated Fuels Hedging Portfolio 
Total Defauit Exposure (MtM) by commodity 
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PEF Collateral Report 

(2 pages) 
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Attachment D 

Risk Management Policy 

Overview 

Risk Management Committee 
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Risk Management Policy 

Risk Management Tools 
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Risk Management Committee Guidelines 
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Fuels and Power Optimization Credit 
Risk Management Guidelines 

(13 pages) 
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