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In re: Fuel and purchased power cost 
recovery clause with generating performance 
incentive factor. 

Docket No. 110001-E1 

Dated: August 1,201 1 

PROGRESS ENERGY FLORIDA INC.’S 
REOUEST FOR CONFIDENTIAL CLASSIFICATION 

Progress Energy Florida, Inc., (“PEF” or “Company”), pursuant to Section 366.093, Florida 

Statutes (F.S.), and Rule 25-22.006, Florida Administrative Code (F.A.C.), submits this Request for 

Confidential Classification for certain information provided in Exhibit MO-1 to the direct testimony 

of PEF witness Marcia Olivier dated August 1,201 1, specifically Schedule E12-B, Page 2 of 2 and 

for certain information contained in PEF’s 2012 Risk Management Plan, specifically Pages 1 through 

4 and Attachments A, B, C, E, F and H. In support of this Request, PEF states: 

1. Exhibit MO-1, Schedule E12-B, Page 2 of 2 and certain information in PEF’s Risk 

Management Plan contains information that is “proprietary business information” under Section 

366.093(3), Florida Statutes. 

2. The following exhibits are included with this request: 

(a) Composite Erhibit A is a package containing unredacted copies of all 

the documents for which PEF seeks confidential treatment. Composite Exhibit A is being submitted 

COM -separately in a sealed envelope labeled “CONFIDENTIAL.” In the unredacted versions, the 

z i n f o r m a t i o n  asserted to be confidential is highlighted by yellow marker. 
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(b) Composite Exhibit B is a package containing two copies of redacted versions 

of the documents for which the Company requests confidential classification. The specific 

information for which confidential treatment is requested has been blocked out by opaque marker or 

other means. 

(c) Exhibit C is ai table which identifies by page and line the information for 

which PEF seeks confidential classification and the specific statutory bases for seeking confidential 

treatment. 

3. As indicated in Exhibit C, the information for which PEF requests 

confidentii.. ..issification is “proprietary confidential business information” within the meaning o 

Section 366.093(3), F.S. Specifically, the highlighted information in Exhibit MO-1 provides the 

number of megawatts for specific purchases or sales. In combination with other non-confidential 

cost data provided in the exhibit, this; information could be used to determine the capacity charges for 

each contract. Affidavit of Marcia (Olivier at 7 5. Disclosure of this information would enable 

wholesale providers to determine the prices of their competitors, which could result in greater price 

convergence in future negotiations. Affidavit of Marcia Olivier at 7 5. Suppliers would no longer 

need to make their best offers to ensure the competitiveness of their prices against the disclosed 

prices. Affidavit of Marcia Olivier at 7 5. Instead, suppliers could simply offer the highest prices 

that would allow them to maintain a marginally competitive position against the disclosed prices. 

Affidavit of Marcia Olivier at 7 5. As such, disclosure of the information would impair the 

Company’s efforts to contract for goods or services on favorable terms. See § 366.093(3)(d), F.S.; 

Affidavit of Marcia Olivier at 7 5. Additionally, if the information at issue was disclosed to PEF’s 

competitors, PEF’s efforts to obtain competitive energy supply that provides economic value to both 



PEF and its ratepayers could be coqpromised by PEF’s competitors changing their consumption or 

purchasing behavior within the relevant markets. Id. 5 366.093(3)(e); Affidavit of Marcia Olivier at 

7 6. Accordingly, such information constitutes “proprietary confidential business information” 

which is exempt from disclosure under the Public Records Act pursuant to Section 366.093( I), F.S. 

In addition, specific :information contained in PEF’s 2012 Risk Management Plan, 

specifically Pages 1 through 4 and Attachments A, B, C, E, F and H provide “proprietary confidential 

business information” within the meaning of Section 366.093(3), F.S. Specifically, the highlighted 

information in PEF’s Risk Management Plan provides forecasted costs, hedging volumes, hedging 

percentages, internal policies and guidelines, collateral summaries and unrealized forecasted hedge 

values. Affidavit of Joseph McCallister at 7 5. Disclosure of this information would enable fuel 

suppliers to have insight to PEF’s internal risk management guidelines and to obtain competitive 

information, which could result in greater price convergence in future negotiations. Affidavit of 

Joseph McCallister at 7 5. Fuel suplpliers would no longer need to make their best offers to ensure 

the competitiveness of their prices against the disclosed prices. Affidavit of Joseph McCallister at 7 

5. Instead, fuel suppliers could simply offer the highest prices that would allow them to maintain a 

marginally competitive position against the disclosed forecasted costs and percentages. Affidavit of 

Joseph McCallister at 7 5. As such, disclosure of the information would impair the Company’s 

efforts to contract for goods or services on favorable terms. See 5 366.093(3)(d), F.S.; Affidavit of 

Joseph McCallister at 7 5. Additionally, ifthe information at issue was disclosed, PEF’s efforts to 

obtain competitive energy supply that provides economic value to both PEF and its ratepayers could 

be compromised by PEF’s competit’ors changing their consumption or purchasing behavior within 

the relevant markets. Id. 5 366.093(3)(e); Affidavit of Joseph McCallister at 7 6. Accordingly, such 

4. 



information constitutes “proprietay confidential business information” which is exempt from 

disclosure under the Public Records Act pursuant to Section 366.093(1), F.S. 

5. The information identified as Exhibit “A” is intended to be and is treated as 

~ 

R. 

confidential by the Company. Affidavit of Marcia Olivier and Joseph McCallister at 7 7. The 

information has not been disclosed to the public, and the Company has treated and continues to treat 

the information and contracts at issue as confidential. Affidavit of Marcia Olivier and Joseph 

McCallister at 7 7. 

6. PEF requests that the information identified in Exhibit A be classified as “proprietay 

confidential business information” within the meaning of section 366.093(3), F.S., that the 

information remain confidential for a period of at least 18 months as provided in section 366.093(4) 

F.S., and that the information be returned as soon as it is no longer necessary for the Commission to 

conduct its business 
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WHEREFORE, for the foregoing reasons, PEF respectfully requests that this Request for 

Confidential Classification be granted. 

RESPECTFULLY SUBMITTED this I’j) day of August, 201 1 

U General Counsel 
JOHN T. BURNETT 
Associate General Counsel 
Progress Energy Service Company, LLC 
Post Office Box 14042 
St. Petersburg, Florida 33733-4042 
Telephone: 727-820-5 184 
Facsimile: 727-820-5249 
Email: john.burnett@,pm mail.com 

Attorneys for 
PROGRESS ENERGY FLORIDA, INC. 



,CERTIFICATE OF SERVICE 

I HEREBY CERTIFY that a true and correct copy of Progress Energy Florida, Inc.'s 
Request for Confidential Classification in Docket No. 1 10001-E1 has been furnished via U.S. 
mail (* via hand delivery) to the following this & day of August, 201 1. 

Lisa Bennett, Esq. * 
Office of General Counsel 
Florida Public Service Commission 
2540 Shumard Oak Blvd. 
Tallahassee, FL 32399-0850 
Ibennen@.Dsc.state.fl.us 

James D. Beasley, Esq. 
Jef€ry Wahlen, Esq. 
Ausley & McMullen Law Firm 
P.O. Box 391 
Tallahassee, FL 32302 
jbeaslev@.auslev.com 
jwahlen@,auslev.com 

John T. Butler, Esq. 
Florida Power & Light Co. 
700 Universe Boulevard 
Juno Beach, FL 33408 
John.butler@,fvI.com 

Ken Hofian 
Florida Power & Light 
215 S. Monroe Street, Ste. 810 
Tallahassee, FL 32301-1859 
Ken.hofian@fvl.com 

Jemey A. Stone, Esq. 
Russell A. Badders, Esq. 
Steven R. Griffin 
Beggs & Lane Law Firm 
P.O. Box 12950 
Pensacola, FL 32591 
jas@bemslane.com 
rab@,beeeslane.com 
srP(iiibee-slane.com 

Ms. Paula K. Brown 
Tampa Electric Company 
P.O. Box 11 1 
Tampa, FL 33601 
mdept@,tecoenerw.com 

Florida Industrial Power Users Group 
c/o John McWhirter, Jr. 
McWhirter Law Firm 
P.O. Box 3350 
Tampa, FL 33601 
jmcwhirter@.mac-law.com 

Beth Keating 
Gunster, Yoakley & Stewart, P.A. 
215 S. Monroe St., Ste 618 
Tallahassee, FL 32301 
bkeatina@,.nunster.com 

J.R.Kelly/Charles Rehwinkel 
Office of Public Counsel 
c/o The Florida Legislature 
11 1 West Madison Street, #812 
Tallahassee, FL 32399 
Kellv.ir(lee.st.fl.us 
Rehwinkel.cbarles(lee.state.fl.us 

Tom GeofTroy 
Florida Public Utilities Company 
P.O. Box 3395 
West Palm Beach, FL 33402-3395 
geofTrov@,fvuc.com 

James W. Brew, Esq. 
c/o Brickfield Law Firm 
1025 Thomas Jefferson St., NW 
8' Floor, West Tower 
Washington, DC 20007 
jbrew@,bbrslaw.com 

Keefe Law Firm 
Vicki Gordon KauhaniJon C. Moyle, Jr. 
1 18 North Gadsden Street 
Tallahassee, FL 32301 
vkaufman@kagmlaw.com 
jmovle@,kaemlaw.com 



Ms. Susan D. Ritenour 
Gulf Power Company 
One Energy Place 
Pensacola, FL 32520-0780 
sdriteno@southernco.com 

Allan Jungels, Capt, ULFSC 
c/o AFLSMJACL-ULT 
139 Barnes Drive, Suite 1 
Tyndall AFB, FL 32403-53 19 
al1an.i unzelsk3hmdall.af.mil 

Patrick K. Wiggins 
Post Ofice Drawer 1657 
Tallahassee, FL 32302 
wiwdaw@.email.com 

Ms. Cecilia Bradley 
Ofice of the Attorney General 
The Capitol - PLOl 
Tallahassee, FL 32399-1050 
Cecilia.bradlev@.mvfloridalegal.com 

Florida Retail Federation 
Robert Scheffel Wright/John T. LaVia, 
c/o Young Law Firm 
225 South Adam Street, Suite 200 
Tallahassee, FL 32301 
swright@,vvlaw.net 

AFFIRM 
Dan Moore 
3 16 Maxwell Road, Suite 400 
Alpharetta, GA 30009 
dmoore@,esoconsuIt.com 
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Risk Manageinen1 Plan 
Page 1 

REDACTED 

Pro'gress Energy Florida, Inc. 
Risk Management Plan for 

Fuel Procurement and Wholesale Power Purchases 
For 201 2 

Progress Energy Florida, Inc. (PEF) is submitting its 2012 Risk Management 
Plan for review by the Floridla 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 and further clarified in Order No. PSC-08- 
0667-PAA-El of Docket No. 060001-El 

Several groups play key roles in the management, monitoring, and execution of 
the activities outlined in PEF's Risk Management Plan. These groups include 
Fuels and Power Optimization (FPO), Enterprise Risk Management (ERM), 
which includes Corporate Credit and Risk Analytics and Reporting, Regulated 
Back Office, Wholesale Contracting and Inventory Accounting, Audit Services, 
Legal and IT Development find Support. The activities supported by these 
groups include the following: procuring competitively priced fuel, performing 
active asset optimization and portfolio management, executing PEF's hedging 
strategy, monitoring and reporting against established oversight limits for credit 
and margin limits, hedging and procurement, performing credit evaluations and 
monitoring credit and default exposure, performing deal validation, volume 
actualization, preparing and reviewing transactions and contracts, 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 needed systems to capture, track and 
account for these activities. 

Based on the July 201 1 Fueils and Operations Forecast (FOF), PEF's estimated 
fuel consumption and economy transaction projections for 2012 based on the 
FOF are as follows: 

Coal 
Based on current projections, PEF forecasts to burn approximately - 
tons of coal in 2012. PEF's forecasted coal requirements for 2012 will 
primarily be purchased 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 to supplement the term 
purchases. 

Heavv Oil 
Based on current projections, PEF forecasts to burn approximately - 
barrels of heavy oil in 2012. PEF's forecasted heavy oil requirements for 
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2012 will be purchased IJnder a term supply agreement with flexible volume 
provisions at indexed market prices. Spot market purchases will be made as 
needed to supplement term purchases. 

Lislht Oil 
Based on current projecltions, PEF forecasts to burn approximately 

for 2012 are expected tal be purchased primarily under term supply 
agreements with flexible at indexed market prices. Spot market purchases 
will be made as needed to supplement term purchases. 

Natural Gas 
Based on current projeclions, PEF forecasts to burn approximatel 
-of natural gas in 2012, com rised of approximately 
generating plants and d a t  gas-tolling purchased& 
where PEF has the responsibility to provide the natural gas. PEF’s 
forecasted natural gas requirements for 2012 are expected to be purchased 
primarily under term supply agreements based on market index pricing, with 
supplemental monthly and daily purchases of natural gas being made as 
needed. 

Economv Power Purchases and Sales 
Based on current projections, PEF forecasts to - of economy power and sell approximately 
economy power in 2012. PEF actively seeks to purchase and sell economy 
power as opportunities airise based on market prices, dispatch costs and 
available transmission capacity. 

barrels of light oil in 2012. PEF’s forecasted light fuel oil requirements 

at PEF‘s 

Item 1. ldentifv the comDanv’s overall quantitative and qualitative Risk 
Management IPlan Obiectives. 

PEF’s identified 2012 Risk Management Pian Objectives 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 price risk and provide 
greater costs certainty for PEF’s customers. These items are discussed 
further in Item 8. 
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Item 2. ldentifv the minimum auantitv of fuel to be hedged and the 
activities to be executed during the remainder of 2011 and 
during 2012 

PEF utilizes a phased hedging program where hedge transactions are 
executed over time with the objective of reducing price risk and providing 
greater costs certainty fclr PEF‘s customers. The hedging program includes 
executing approved agreements over a rolling 36-month period through time 
for natural gas, heavy oil, and light oil. Natural gas hedging activity 
represents the largest component of PEF’s hedging program as natural gas 
represents the largest fulel cost component of PEF‘s overall generation fuel 
costs. 

The volumes hedged over time represent a portion of PEF’s forecasted burns 
with higher hedging target ranges in the near term and lower hedging target 
ranges in the outer periold. The hedge percentage target ranges outlined 
provide a framework for consistently executing the layered hedging strategy 
over time. PEF cannot predict future prices and PEF‘s hedging program does 
not involve speculation or trying to “out-guess’’ the market. All hedges are 
executed at the prevailing market price for any given period that exists at the 
time the hedging transactions are executed. The results of hedging activities 
may or may not result in net fuel cost savings due to differences between the 
monthly settlement prices and the actual hedge price of the transactions that 
were executed over time. The volumes hedged for each fuel type over time 
are based on periodic updated fuel forecasts and the actual hedge 
percentages for any month, rolling period or calendar annual period may 
come in higher or lower than the target minimum hedge percentages and 
hedging ranges because of actual fuel burns versus forecasted fuel burns. 
Actual burns can deviate from forecasted burns because of dynamic variables 
such as weather, unforeseen unit outages, actual load and changing fuel 
prices. PEF’s multi-year approach to executing fixed price transactions over 
time is a reasonable and prudent approach to reduce price risk and provide 
greater costs certainty foir PEF’s customers. 

Outlined below for each fuel type and exposure are the targeted minimum 
hedge percentages to be hedged for the remainder of 2011 and 2012: 

Natural Gas 
Natural gas represents PEF’s largest fuel cost component and represents the 
largest component of PEI% hedging activities. PEF’s plans to continue to 
execute its existing phased hedging program over a 36-month rolling time 
period through time for natural gas through the remainder of 201 1 and during 
2012. The currently approved rolling hedge percentage that is outlined in 
PEF’s Fuels and Power Optimization Risk Management Guidelines are as 
follows: 



Risk Management Plan 
Page 4 

REDACTED 

PEF will target to hedge a minimum of - and 
natural gas burns for the rolling 36-month time period through time, 
respectively, during the remainder of 2011 and 2012. Given PEF’s hedging 
strategy, PEF will continiue to participate in spot natural gas prices for a 
portion of its estimated natural gas needs. 

of forecasted 

Liaht Oil and Heavv Oil 
With respect to light oil forecasted to be burned at PEF’s owned generation 
facilities for calendar year 2012 and 2013, during the balance of 201 1 and 
during 2012, PEF will target to hedge a minimum of 
oil burns for the calendair periods of 2012 and 2013. PEF is targeting to 
hedge a lower percentage of light oil versus natural gas for the following 
reasons: 1) unlike natural gas, the financial market for light oil are less liquid 
than natural gas and typically does not trade for periods beyond 18 to 24 
months into the future and 2) light oil represents a smaller component of 
projected fuel costs. 

of its forecasted light 

During the balance of 2011 1 and during 2012, with respect to forecasted heavy 
oil burns at PEF’s owned generation facilities, PEF hedging targets are 
to -of its forecasted burns for calendar year 2012. The current 
expectation is for PEF tal hedge a minimum of 
burns for calendar year 2012. PEF will continue to evaluate heavy oil burn 
forecasts for 2013 and 2014 but does not anticipate executing additional 
heavy oil hedges for these periods. 

PEF will continue to monitor actual light and heavy oil burns, review updated 
fuel forecasts throughout the year and make adjustments if needed. 

of its forecasted heavy oil 

Coal Rail and River Transportation Fuel Surcharues 
During the balance of 2011 and during 2012, with respect to coal river and rail 
transportation estimated fuel surcharge exposure, PEF will target to hedge 
between =to 
year 2012, and a minimum of 
exposure for calendar year 2013. 

of the estimated fuel surcharge exposure for calendar 
of the of the estimated fuel surcharge 

Summary 
As PEF moves through ihe remainder of 201 1 and during 2012, PEF will 
continue monitor its fuel forecast and will continue to execute hedges over 
time to attempt to manage to the hedge percentage targets outlined for a 
portion of its projected burns for natural gas, light oil, heavy oil, and estimated 
coal rail and river transportation fuel surcharge exposure. This hedging 
approach is consistent with PEF’s existing strategy and allows PEF to 
continue to monitor the rnarket and fuel forecast updates. The hedging 
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Attachment C 

REDACTED 

PEF Collateral Summary 

(1 page) 



Attachment E 

REDACTED 

Risk M a  nagern en t Corn m i tt ee Guide I i nes 
(RMC-1) 



Attachment F 

REDACTED 

Fuels and Power Optimization Credit 
Risk Management Guidelines 

(E RM -S U BS-00020) 



Attachment H 

REDACTED 

Cor poira t e A p prova I Matrix 

(1 page) 



Exhibit C 

DOCUMENI/RESYONSES - . .. 

Exhibit MO-1: Schedule E12-B 

2012 PEF Risk Management 
Plan  

PROGRESS ENERGY FLORIDA 
Confidentiality Justification Matrix 

PAGEMNE 
Page 2 of 2, Lines 14, 15. 
16, 18, 19 and note (3); 
Purchased MWs 

Page 1 : volumes of coal & 
heavy oil. 

Page 2: volumes of light oil, 
natural gas & economy 
power purchases. 

Pag,e 3 & 4: hedging %’s; 
hedging targets. 

Attachment A -“Fuel & 
Power Optimization Risk 
Management Guidelines” 
(entire document): internal 
guidelines. 

JUSTIFICATION 
§366.093(3)(d), F.S. 
The document in question 
contains confidential 
information, the disclosure of 
which would impair PEF’s 
efforts to contract for goods or 
services on favorable terms. 

§366.093(3)(e), F.S. 
The document in question 
contains confidential 
information relating to 
competitive business interests, 
the disclosure of which would 
impair the competitive 
business of the provider/owner 
of the information. 

§366.093(3)(d), F.S. 
The document in question 
contains confidential 
information, the disclosure of 
which would impair PEF’s 
efforts to contract for goods or 
services on favorable terms. 

§366.093(3)(e), F.S. 
The document in question 
contains confidential 
information relating to 
competitive business interests, 
the disclosure of which would 
impair the competitive 
business of the provider/owner 
of the information. 
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Attachment B - 
“Regulated Fuels Hedging 
Portfolio”: forecasted 
hedging amounts & contract 
term limits. 

Attachment C - “Collateral 
Summary” (entire 
document). 

Attachment E - “Risk 
Management Committee 
Guidelines” (entire 
document): internal 
guidelines. 

Attachment F - “Credit 
Risk Management 
Guidelines” (entire 
document): internal 
guidelines. 

Attachment H - 
“Corporate Approval 
Matrix” (entire document): 
inte:rnal guidelines. 


