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DIRECT TESTIMONY
OF
TARIK NORIEGA
On Behalf of the Office of Public Counsel
Before the
Florida Public Service Commission

Docket No. 150001-EI

EDUCATIONAL BACKGROUND AND EXPERIENCE

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.
My name is Tarik Noriega. My business address is 111 W. Madison St., Suite 812,

Tallahassee, FL 32399-1300.

BY WHOM ARE YOU EMPLOYED AND IN WHAT CAPACITY?

I am employed by the Office of Public Counsel (“OPC"”) as a Legislative Analyst.

PLEASE DESCRIBE YOUR EDUCATIONAL BACKGROUND.
I graduated from the University of Central Florida with a Bachelor of Arts (“B.A.”)
degree in Economics in 1992. 1 earned a Master of Arts in Applied Economics

(“M.A.A.E.”) degree from the University of Central Florida in 1994.

PLEASE DESCRIBE YOUR WORK EXPERIENCE.

In 1996, I began employment as a Regulatory Analyst with the Forecasting Section of
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the Florida Public Service Commission (“PSC” or “Comumission™), where I was
responsible for evaluating electric utility load forecasts and reporting findings and
conclusions during electric utility ten-year site plan reviews and power plant need
determination proceedings. I also participated in several audits, designed consumer
surveys, developed policy analysis projects, made presentations to the Commissioners,
represented the agency in federal proceedings, and served as a bilingual (Spanish

language) media liaison.

In 2005, I was hired as an Economist by the Florida House of Representatives, where [
prepared bill analyses, tracked revenues and the fiscal impacts of legislation,
participated in the Revenue Estimating Conference (“REC”) process, analyzed
economic trends, reviewed all relevant economic forecasts, and was a lead analyst in
addressing emergency management, property tax, and local tax issues. In addition, I
worked in the appropriations process and made recommendations regarding the PSC’s

budget.

In 2011, I began employment as a Research Economist in the Office of Tax Research
at the Florida Department of Revenue, where [ was the lead analyst in developing state
documentary stamp tax and intangibles tax forecasts for the REC. I also prepared fiscal
impacts for the REC and assisted in the development of the state’s ad valorem tax

forecast.
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Since 2012, I have been working primarily as an Economist for OPC, where I provide
technical support in rate cases and other docketed and undocketed matters before the

PSC on behalf of Florida’s utility customers.

HAVE YOU PREVIOUSLY FILED TESTIMONY IN PROCEEDINGS
BEFORE THE COMMISSION?

No, I have not.

TESTIMONY OVERVIEW

ON WHOSE BEHALF ARE YOU FILING TESTIMONY IN THIS
PROCEEDING?
I am testifying on behalf of OPC and the customers served by the four largest Florida

investor-owned electric utilities (“IOUs” or “Companies™).

WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS PROCEEDING?
The purpose of my testimony in this proceeding is to provide factual testimony related
to the history of the fuel clause, mid-course corrections, and hedging. I also provide
the results of the IOU hedging programs since 2002. Another OPC witness, Mr. Daniel
J. Lawton, addresses some of the economic and regulatory policy issues surrounding
the Companies’ proposals to continue their natural gas financial hedging programs, as
described in their 2016 Risk Management Plans. In addition, Mr. Lawton’s testimony
addresses the potential impacts of the Companies” hedging proposals on consumers, if

approved by the Commission.
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WHAT MATERIALS DID YOU REVIEW AND RELY UPON FOR YOUR
TESTIMONY?

As part of this year’s Fuel and Purchased Power Cost Recovery Clause with Generating
Performance Incentive Factor Docket (“Fuel Adjustment Clause” or “Fuel Docket™), 1
have reviewed past hedging true-up filings with the PSC in the Fuel Adjustment Clause
by Duke Energy Florida (“Duke™), Florida Power & Light Company (“FPL”), Gulf
Power Company (“Gulf”), and Tampa Electric Company (“TECO”), as well as these
Companies’ discovery responses related to hedging. I did not review any discovery
responses or past hedging filings by Florida Public Utilities Company (“FPUC”)
because that utility does not hedge natural gas. I also reviewed prior Commission Fuel
Adjustment Clause orders and hedging orders, and other information available in the
public domain. When relying on various sources, I have referenced such sources in my

testimony and/or attached these sources as Exhibits.

WHAT IS THE PERIOD THAT YOU REVIEWED IN EVALUATING THE
COMPANIES’ NATURAL GAS HEDGING FILINGS?

I reviewed data for calendar years 2002 to 2014 and the 2015 projected data.

DO YOU SPONSOR ANY EXHIBITS IN SUPPORT OF YOUR TESTIMONY?
Yes, I am sponsoring three Exhibits. Exhibit No. ~ (TN-1) includes my résumé.
Exhibit No.  (TN-2), titled “IOU Natural Gas Hedging True-up Filings with the
PSC”, provides excerpts of the Companies’ 2002-2014 natural gas hedging true-up

filings. Exhibit No. (TN-3), titled “TOU Natural Gas Hedging Results as Reported



10

11

12

13

14

15

16

17

18

19

HI.

in Discovery”, provides the Companies’ responses to OPC’s discovery regarding

natural gas hedging gains/losses for 2002-2014 and the 2015 projected gains/losses.

HOW IS YOUR TESTIMONY ORGANIZED?

In Section III of my testimony, I address the history of the Fuel Adjustment Clause in

Florida, including a brief overview of mid-course corrections.

Section IV provides a general overview of fuel price hedging and the PSC’s 2002 and

2008 Hedging Orders.

Section V addresses my observations regarding the IOUs’ natural gas hedging gains

and losses since 2002.

Section VI provides my conclusion.

FUEL ADJUSTMENT CLAUSE BACKGROUND

WHAT IS THE FUEL ADJUSTMENT CLAUSE?
The Fuel Adjustment Clause is a mechanism used by the Commission that allows the

IOUs to recover “[pJrudently incurred fossil fuel-related expenses...”™

¥ Order No. 14546, issued July 8, 1985, in Docket No. 850001-EI-B, In re: Cost Recovery Methods for Fuel-
Related Expenses, p. 2.
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The origin, purpose, and history of the Fuel Adjustment Clause are thoroughly
discussed in two Commission orders: Order No. 6357, issued November 26, 1974, in

Docket No. 74680-CI, In re: General Investigation of Fuel Adjustment Clauses of

Electric Companies, and Order No. PSC-11-0080-PAA-EI, issued January 31, 2011, in

Docket No. 100404-EI, In re: Petition by Florida Power & Light Company to Recover

Scherer Unit 4 Turbine Upgrade Costs Through Environmental Cost Recovery Clause

or Fuel Cost Recovery Clause. Order No. 11-0080 summarized the Fuel Adjustment

Clause as follows:

The fuel [adjustment] clause is a regulatory tool designed to pass
through to utility customers the costs associated with fuel purchases.
The purpose is to prevent regulatory lag, which occurs when a utility
incurs expenses but is not allowed to collect offsetting revenues until
the regulatory body approves cost recovery. Regulatory lag has
historically been a problem for utilities because of the volatility of fuel
costs. ... Different states have addressed volatile fuel costs and the
problem of regulatory lag in differing ways. Several jurisdictions, like
Florida, have allowed recovery of fuel costs in a fuel adjustment clause,
and in Florida the implementation of the fuel clause has changed and
developed over the years.?

Q. ARE UTILITIES ALLOWED TO PROFIT ON THE FUEL COSTS
RECOVERED THROUGH THE FUEL ADJUSTMENT CLAUSE?
A. No. Asrecognized in Order No. 6357, issued in 1974,[i]t should be emphasized that

223

a utility does not make a profit on its fuel costs.

2 Order No. PSC-11-0080-PAA-EI, issued January 31, 2011, in Docket No. 100404-E1, In re: Petition by Florida
Power & Light Company to Recover Scherer Unit 4 Turbine U ¢ Costs Through Environmental Cost
Recovery Clause or Fuel Cost Recovery Clause, p. 6. See also footnote No. 15 of this Order for an additional
description of the purpose of the Fuel Adjustment Clause, p. 8.

* Order No. 6357, issued November 26, 1974, in Docket No. 74680-CI, In re: General Investigation of Fuel
Adjustment Clauses of Flectric Companies, p. 2.
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WHEN DID THE COMMISSION BEGIN AUTHORIZING FUEL COST
RECOVERY?

The practice of allowing cost recovery through a fuel adjustment mechanism began in
the mid-1920s, predating the Commission’s jurisdiction over regulated electric utilities,

and has evolved over the past 90 years.*

PLEASE DESCRIBE THE EVOLUTION OF THE FUEL COST RECOVERY
PROCESS OVER TIME.

Utilities benefited from a monthly fuel adjustment mechanism from 1925 to 1951, prior
to the PSC’s oversight of regulated electric utilities. After the Legislature granted the
Commission jurisdiction over regulated electric utilities in 1951, the utilities applied a
Commission-approved formula and placed the resulting fuel charge on customers’
bills. The Commission staff performed some auditing functions; however, no formal

public hearing was held.’

That fuel adjustment mechanism changed in 1974 when customers became increasingly
concerned over increased fuel charges as a result of the Organization of Petroleum
Exporting Countries’ (“OPEC’s”) oil embargo, which substantially increased the cost
of 0il.¢ Following an Attorney General Opinion which stated “that the practice of

allowing changes in the fuel adjustment charges without a public hearing was illegal

* See Order No. 6357 at 2; see also Order No. PSC-11-0080-PAA-EI at 6.
3 Order No. PSC-11-0080-PAA-EI at 6.

6 1d.; see also Order No. 6357 at 1.
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under Florida law...” (See 74 Op. Att'y. Gen. Fla. 309 (1974)), the Commission held
its first fuel adjustment clause hearing.” At this hearing, a stipulation was approved
that provided for a monthly hearing for all fuel adjustment clauses.! During the same
1974 proceeding, the Commission considered a recommendation on how to modify the
clause and, as an incentive for utilities to optimize fuel costs, implemented a two-month
lag between the filing for fuel clause recovery and the Commission’s decision on cost

recovery.’

However, because the amount of work involved in reviewing the information and the
resulting lag time presented difficulties for the Commission, the utilities, customers,
and intervenor parties alike, the Commission modified the clause once again in 1980.'¢
By Order No. 9273, the Commission modified the recovery clauses to allow recovery
on the projections of future fuel and fuel-related expenditures subject to a true-up
hearing, during which the utilities’ projected fuel expenditures were adjusted to recover

only actual expenditures.

7 Order No. PSC-11-0080-PAA-EI at 6.

3Id.

°1d.

19 Order No. 9273, issued March 7, 1980, in Docket No. 74680-CI, In re: General Investigation of Fuel Cost

Recovery Clause. Consideration of Staff”s Proposed Projected Fuel and Purchased Power Cost Recovery Clause
with an Incentive Factor.

11d.; see aiso Order No. 9451, issued July 15, 1980, in Docket No. 800119-EU, In re: Petition of Florida Power
Corporation for Authority to Increase Its Retail Rates and Charges, p. 2.
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By this Order, the PSC also modified its fuel adjustment hearings by changing the
hearing schedule from once a month to every six months. In justifying its rationale,
the Commission stated “there are certain advantages to adoption of the six month
perojection (sic) period, such as overcoming the seasonal peaks and valleys which
would otherwise offest (sic) the attempt to arrive at a levelized charge. We therefore
find that a six month projection period should be used.”? Once adopted, these semi-
annual fuel adjustment hearings were held until 1998 when the PSC changed the

frequency and timing of cost recovery hearings from semi-annual to annual.'*

Q. WHY DID THE COMMISSION CHANGE THE FREQUENCY OF COST
RECOVERY HEARINGS FROM SEMI-ANNUAL TO ANNUAL?

A. On March 17, 1998, the PSC held a workshop to receive comments from the IOUs and
other interested parties regarding proposed changes to the frequency and timing of the
four cost recovery clauses.” On May 19, 1998, the Commission issued Order No. PSC-
98-0691-FOF-PU, which changed the frequency of fuel adjustment hearings from
semi-annual to its current annual schedule. In this Order, the PSC found “that all
components of the fuel clause for all investor-owned electric utilities should be

prospectively calculated and set on a twelve-month projected basis at annual

12 See Order No. 9273 at 6.

3 Order No. PSC-98-0691-FOF-PU, issucd May 19, 1998, in Docket No. 980269-PU, In re: Consideration of

Change in Frequency and Timing of Hearings for Fuel and Purchased Power Cost Recovery Clauge. Capacity
Cost Recovery Clause, Generating Performance Incentive Factor, Energy Conservation Cost Recovery Clause,

Purchased Gas Adjustment (PGA) True-up. and Environmental Cost Recovery Clause, p. 13.
“Id,p. 2.
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hearings.”* Also, the Commission stated that this change was “in the public interest”
for the following reasons: (1) an annual fuel hearing will reduce the number of hearings
days per year reserved for the fuel clause; (2) mid-course corrections may occur less
frequently; and (3) an annual factor will provide customers with more certain and stable
prices. When discussing that mid-course corrections may occur less frequently as a
result of annual Fuel Adjustment Clause proceedings, the Commission stated that “fuel
prices are currently less volatile and a higher probability exists that monthly over-
recoveries and under-recoveries will be offset between annual fuel clause hearings.
Hence, midcourse (sic) corrections may occur less frequently than previously

surmised.”¢

WHAT IS A MID-COURSE CORRECTION?

A mid-course correction is a mechanism set forth by a Commission rule adopted in
2010."" This rule requires utilities to seek a mid-course correction if there is a 10% or
greater over/under-recovery in fuel cost recovery or capacity cost recovery factors, or
to explain why a mid-course correction is not practical. However, the utilities can also
request a mid-course correction without reaching the 10% threshold requiring

Commission notification.®

51d., p. 4.
16 1d,
17 Rule 25-6.0424, Florida Administrative Code.

B 1d,

10
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HOW MANY MID-COURSE CORRECTIONS DID THE COMPANIES
REQUEST DURING YOUR REVIEW PERIOD (2002 TO 2014)?

The 10Us requested 15 mid-course corrections from 2002 to 2014. According to their
responses to OPC’s discovery, FPL filed 6 mid-course corrections (3 for over-
recoveries and 3 for under-recoveries), Guif filed 3 (2 for over-recoveries and 1 for an
under-recovery), and TECO filed 2 (1 for an over-recovery and 1 for an under-
recovery).”” According to its Commission Fuel Docket filings, Duke requested 4 mid-

course corrections (2 for over-recoveries and 2 for under-recoveries).?

FUEL PRICE HEDGING

HAS THE COMMISSION INDICATED ITS INTENT FOR DEVELOPING A
HEDGING PROGRAM IN FLORIDA?

Yes. In Order No. PSC-02-1484-FOF-EI (the “2002 Hedging Order”), issued October
30, 2002, the Commission stated that:

The Proposed Resolution of Issues establishes a framework and
direction for the Commission and the parties to follow with respect to
risk management for fuel procurement. It provides for the filing of
information in the form of risk management plans and as part of each
IOU s final true-up filing in the fuel and purchased power cost recovery
docket, which will allow the Commission and the parties to monitor
each IOU’s practices and transactions in this area. In addition, it

19 See FPL’s response to OPC Interrogatory No. 30; Gulf's response to OPC Interrogatory No. 6; and TECO’s
response to OPC Interrogatory No. 6.

¥ See Order No. PSC-02-0655-A8-FI, issued May 14, 2002, in Docket Nos. 000824-EI and 020001-EL In re:
Review of Florida Power Corporation’s Earnings, Including Effects of Proposed Acquisition of Florida Power

Corporation by Carolina Power & Light: Fuel and Purchased Power Cost Recovery Clause with Generating
Performance Incentive Factor. See Order No. PSC-03-0382-PCO-EL issued March 19, 2003, in Docket No.

030001-EL In re: Fuel and Purchased Power Cost Recovery Clause with Generating Performance Incentive
Factor. See Order No. PSC-08-0495-PCO-EI, issued August 5, 2008, in Docket No. 080001-EI, Inre: Fuel and
Purchased Power Cost Recovery Clause with Generating Performance Incentive Factor. See Order No. PSC-10-

0738-FOF-EI, issued December 20, 2010, in Docket No. 100001-EL In re: Fuel and Purchased Power Cost
Recovery Clause with Generating Performance Incentive Factor.

11
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maintains flexibility for each IOU to create the type of risk management
program for fuel procurement that it finds most appropriate while
allowing the Commission to retain the discretion to evaluate, and the
partics the opportunity to address, the prudence of such programs at the
appropriate time. Further, the Proposed Resolution of Issues appears to
remove disincentives that may currently exist for IOUs to engage in
hedging transactions that may create customer benefits by providing a
cost recovery mechanism for prudently incurred hedging transaction
costs, gains and losses, and incremental operating and maintenance
expenses associated with new and expanded hedging programs.*

Q. HAS THE COMMISSION MODIFIED ITS INTENT FOR FUEL HEDGING IN

FLORIDA OR PROVIDED HEDGING GUIDELINES?

A. Yes. In Order No. PSC-08-0667-PAA-EI (the “2008 Hedging Order™), issued October

8, 2008, the Commission established guiding principles that it recognized as
appropriate to follow in reviewing plans and an IOU’s hedging activitics.?> The first
two guiding principles are:

a. The Commission finds that the purpose of hedging is to reduce
the impact of volatility in the fuel adjustment charges paid by an IOU’s
customers, in the face of price volatility for the fuels (and fuel price-
indexed purchased power energy costs) that the [OU must pay in order
to provide electric service.

b. The Commission finds that a well-managed hedging program
does not involve speculation or attempting to anticipate the most
favorable point in time to place hedges. Its primary purpose is not to
reduce an IOU’s fuel costs paid over time, but rather to reduce the
variability or volatility in fuel costs paid by customers over time.”

21 Order No. PSC-02-1484-FOF-EI, issued October 30, 2002, in Docket No. 011605-EL, In re: Review of
Investor-owned Electric Utilities’ Risk Management Policies and Procedures, p. 2.

2 Order No. PSC-08-0667-PAA-E], issued October 8, 2008, in Docket No. 080001-EL, In re: Fuel and Purchased
Power Cost Recovery Clause with Generating Performance Incentive Factor. Note: the Commission clarified the
2002 Hedging Order in May 2008. See Order No. PSC-08-0316-PAA-EI, issued May 14, 2008, in Docket No.
(80001-El. In re: Fuel and Purchased Power Cost Recovery Clause with Generating Performance Incentive
Factor.

B Order No. PSC-08-0667-PAA-E], p. 16.

12
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Q. ARE YOU AWARE OF ANY ORDERS THAT HAVE MODIFIED THE
UNDERLYING BASIS FOR THE COMMISSION’S APPROVAL OF THE
UTILITY HEDGING PROGRAMS?

A. No. I have been advised by counsel that neither the Woodford Project Order** nor the
Natural Gas Reserves Investment Guidelines Order® modified the Commission’s basic

intent that utility hedging programs are designed to reduce fuel price volatility.

Q. DO ANY OF THE HEDGING ORDERS PRECLUDE ANY PARTY FROM
PETITIONING FOR THE SUSPENSION OR TERMINATION OF THE FUEL
HEDGING PROGRAM IN FLORIDA?

A. No, I have been advised by counsel that they do not.

V. OBSERVATIONS

Q. PLEASE SUMMARIZE YOUR OBSERVATIONS REGARDING THE
COMPANIES’ NATURAL GAS HEDGING GAINS AND LOSSES FOR THE
PERIOD FROM 2002 TO 2014.

A. In order to ascertain the magnitude of the Companies’ hedging gains or losses, I
reviewed the Companies’ hedging true-up filings with the Commission for every year
from 2002 through 2014. These filings consisted of testimonies and exhibits, which

included a summary of the Companies’ hedging activities and indicated whether or not

2 Order No. PSC-15-0038-FOF-E], issued January 12, 2015, in Docket No. 150001-EL, Inre: Fuel and Purchased
Power Cost Recovery Clause with Generating Performance Incentive Factor.

5 Order No. PSC-15-0284-FOF-EI, issued Tuly 14, 2015, in Docket No. 150001-EI, In re: Fuel and Purchased
Power Cost Recovery Clause with Generating Performance Incentive Factor.

13
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the Companies achieved any gains or losses related to those hedging activities. My
review of the Companies’ hedging true-up filings shows that each of the IOUs
experienced cumulative natural gas hedging losses from 2002 to 2014, which totaled
$5,233,201,193 for all four Companies. In addition, my review of the Companies’
responses to OPC’s discovery for the same period shows cumulative natural gas

hedging losses of $5,552,505,043.

DID YOU COMPARE THE COMPANIES’ NATURAL GAS HEDGING GAINS
OR LOSSES FILED WITH THE COMMISSION IN THIS DOCKET WITH
THE COMPANIES’ RESPONSES TO OPC’S DISCOVERY?

Yes, I did. The Companies’ natural gas hedging true-up filings with the PSC are
attached as Exhibit TN-2, and the Companies’ natural gas hedging discovery responses
are attached as Exhibit TN-3. The natural gas hedging losses from 2002 to 2014 for

the IOUs are summarized on Table 1 below:

14



Table 1 — Comparison of Natural Gas Hedging Commission Filings

and Discovery Responses (2002-2014)%

Difference
5 " . Between
Commission Discovery Commission
I0U Filings Responses Filings and End Result
(2002-2014) (2002-2014) e g
iscovery
Responses
Under-
Duke $(1,233,387,898) | $(1,267,848,634) | $ 34,460,736 reported loss
FPL $ (3,500,752,265) | $(3,775,960,449) | $ 275,208,184 Siader
reported loss
Gulf | $(127,463,543) | $(127278227) | $( 185316) Overif)esg"”ed
TECO | $(369,551,685) | $(381417,733) | $11,866,048 |  Onder
e e T reported loss
TOTALS | $(5,231,155,391) { $(5,552,505,043) | $ 321,349,652 N/A
Q. WHAT DID YOU OBSERVE?
A, For the most part, there were some minor discrepancics between the Companies’ fuel

clause hedging filings and the Companies’ responses to OPC’s hedging discovery.
However, in at least once instance, the annual discrepancy for one of the IOUs exceeded

$100 million dollars.

26 See Exh. TN-2 and TN-3.
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A.

PLEASE DESCRIBE THOSE DISCREPANCIES.

In general terms, the amount of the loss or gain reported to the Commission was
sometimes different than what was reported in discovery. For example, in its
Commission hedging true-up testimony from 2004-2010, TECO uvsed approximate
numbers, rounded to the nearest hundred thousand dollars; however, TECO used exact
numbers in its response to OPC discovery. Also, in three instances the Companies’
hedging losses were considered confidential, so I was unable to include those losses in
Table 1 showing cumulative hedging losses. Additionally, there were some smaller
differences between what was reported by Duke and Gulf, but those differences were
rather minor in comparison to some of the larger discrepancies I found. Some of the

specific discrepancies are discussed further below.

DO YOU HAVE AN OPINION ON WHY THE COMPANIES HAD
DISCREPANCIES BETWEEN THEIR COMMISSION HEDGING TRUE-UP
FILINGS AND THEIR DISCOVERY RESPONSES?

No, I do not. My testimony is limited to reporting and summarizing the information

submitted by the IOUs to the PSC and the discovery responses provided to OPC.

YOU INDICATED THAT THERE WERE SOME LARGER DISCREPANCIES.
WOULD YOU PLEASE DESCRIBE WHAT YOU OBSERVED?

For the years 2004 and 2005, it appears that FPL over-reported hedging gains. And,
for the years 2006 and 2007, it appears that FPL under-reported hedging losses. There

was also a smaller discrepancy for 2002 that was less than $1 million. Table 2 below

16
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shows the larger discrepancies for FPL:

Table 2 — Comparison of FPL’s Natural Gas Hedging Commission Filings and

Discovery Responses (2004-2007)*

Commission Discovery | Difference from

) Bk Filings Responses . PSC Filing Eind Result
2004 | $191,564,536% $ 156,275,728 $ 35,288,808 Over-reported gain
2005 | $519,388,788 $ 488,815,538 $ 30,573,250 Over-reported gain

2006 | $(416,637,197) $ (487,636,397) $ 70,999,200 | Under-reported loss

2007 | $(799,268,428) $ (918,863,078) $ 119,594,650 | Under-reported loss

Q. DO YOU HAVE AN OPINION ON WHY SOME GAINS WERE OVER-
REPORTED AND SOME LOSSES WERE UNDER-REPORTED FOR THE
YEARS 2004 THROUGH 2007, OR WHAT MIGHT HAVE CAUSED THOSE
DISCREPANCIES?

A. No, I do not. Table 2 is based solely on a review of FPL’s true-up hedging activities

27 The Commission Filings column showing FPL’s hedging gains (losses) was derived from the non-confidential
testimony and exhibits of FPL witness Gerard J. Yupp filed in the Fuel Docket (see Exh, TN-2, pp. 44-55). The
Discovery Responses column showing gains (losses) was obtained from FPL’s response to OPC’s Interrogatory
No. 26 (see Exh. TN-3, pp. 11-12).

28 This figure was provided on April 3, 2006, presumably to revise the original figure of $189,877,494 filed on
April 1, 2005. However, the revised figure listed on Table 2 is still different from what FPL reported in its May
2015 discovery response.

17
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filings for every year from 2002 through 2014, which are filed with the Commission
on or around April 1 of each year. While it is possible that FPL corrected those larger
discrepancies for the years 2004 through 2007, the Fuel Dockets contain hundreds of
filings from the four IOUs, and I did not examine every Fuel Adjustment Clause filing
to see if FPL had made corrections to its hedging true-up filings with the PSC for the

years in question,

WHAT ARE THE COMPANIES’ PROJECTED NATURAL GAS HEDGING
GAINS OR LOSSES FOR 2015?

In their discovery responses submitted in May 2015, each of the Companies projected
a natural gas hedging loss for 2015. These projected losses are summarized in Table 3

below:

Table 3 — Projected 2015 Natural Gas
Hedging Gains (Losses) For I0Us?

10U Projected Natural Gas
Hedging Gains (Losses) (2015)
Duke $ (196,900,000)
FPL $ (382,000,000)
Gulf $ ( 43,981,755)
TECO $ (23,168,465)
TOTAL 7 $ (646,050,220)

2 See Duke’s Supplemental Response to OPC Interrogatory No. 5; FPL’s Response to OPC Interrogatory No,
29; Gulf’s Response to OPC Interrogatory No. 5; and TEC(’s Response to OPC Interrogatory No. 5 {see Exh.
TN-3, pp. 5-6, 13, 18, and 24).
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CONCLUSION

PLEASE SUMMARIZE YOUR CONCLUSION.

As a fact witness in this proceeding, my conclusion is that the facts confirm that the
Companies’ natural gas hedging programs have resulted in losses exceeding $5 billion
for Florida customers from 2002 to 2014. In addition, losses are currently projected to

exceed $600 million for 2015 alone.

DOES THIS CONCLUDE YOUR TESTIMONY?

Yes, it does.
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TARIK NORIEGA
[11 W. Madison St., Suite 812
Tallahassce, Florida 32399-1300
Office: (850) 488-9330
EXPERIENCE
The Florida Legisiature — Office of Public Counsel Tallahassee, Florida
Legislative Analvst

2012 —Present
*  Serve primarily as an Economist for the Office of Public Counsel (OPC), where I provide technical
support in rate cases and other docketed and undocketed matters on behalf of Florida's utility
customers.

State of Florida — Department of Revenue Tallahassee, Florida

Research Economist 2011--2012
. ServedasanEoonomutmtheOﬂioeofTaxRemh,pnmmlyasﬂwleadanalystmdevelopmgﬂie
documentsry stamp tax and intangibles tax forecasts for the Revenue Estimating Conference (REC).
Assisted in developing the ad valorem tax forecast and prepared fiscal impacts for the REC.

The Florlda Leglslature — House of Representatives Tallahassee, Florida

Economist 2008 -2010
e Served as the Economist for the Military & Local Affairs Policy Committee and the Economic
Development & Community Affairs Policy Council, primarily as the lead analyst in reviewing
emergency management issues, property tax and local tax issues, libraries and historical/cultural
matters, and the sunset reviews for two state agencies. Prepared bill analyses and other documents.

LCON Budget Analys 2006 ~ 2008
. SmedastheEconmstforﬂ:eJobs&Enheprenmwsh:pCouncllandasﬂneBndgetAnalystforthe
Commm:eemUulm&Teleoommumcanms,pnmanlyasﬂnleadanalystmmewmgﬂwbudget
of the Florida Public Service Commission (PSC). Provided the fiscal analysis for relevant Council
and Committeo legisiation. Tracked REC data, analyzed economic trends, and prepared other
Council and Committee documents requested by the members.

Economist 2005 - 2006
* Served as the Economist for the Finance & Tax Committee and the Fiscal Council. Prepared bill
analyses and other relevant Committee and Counci documents. Tracked revenues and the fiscal
impacts for all legislation referred to the Council. Participated in Revenue, Economic, and
Demographic Estimating Conferences, analyzed economic trends, and reviewed all relevant economic
forecasts.
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State Of Florida — Public Service Commission Tallahassee, Florida
Regulatory Supervisor/Consultant 2003 - 2005

EDUCATION

Served as the only agency spokesperson handling both English and Spemish media requests.
Reviewed PSC staff recormmendations to the Commissioners and prepared the agency’s response to
critical issues attracting media interest. Prepared bilingual press releases and consumer bulletins.
Taped bilingual radio and television interviews,

1996 —2003
EvﬂuuedelmhcmhtyloadfomastsandmpomdﬁndmgsmdcmclusmmﬂmCmnmssm
during electric utility ten-year site plan reviews and power plant need determination proceedings.
Participated in several telecommunications audits and submitted findings and conclusions to lead
auditors. Responsible for the development of several energy and telecommunications policy analysis
projects. Designed telephone surveys about the electric, telecommunications, natural gas, water, and
wastewater industries. Evaluated all survey data and reported the findings to the Commission and to
the Florida Legislature. Monitored federal issues and represented the PSC in various proceedings.

University Of Central Florida (U.C.F.) — Orlando, Florida 1988 — 1994

1994: Master of Arts in Applied Economics (M.A.A.E.)
1992: Bachelor of Arts (B.A.) in Economtics; Minored in Psychology and English

Coursework focused on quantitative methods, managerial economics, and money & banking

ACTIVITIES AND HONORS

Member of Omicron Delta Epsilon, the International Honor Society in Economics (1993-present)
Secretary of the Provost Advisory Committee —U.C.F. (1994)

Member of the Dean's Leadership Council — College of Business Administration — U.C.F. (1993-
1994)

President of the U.C.F. Economics Club and the U.C.F. Chapter of Omicron Delta Epsilon (1993-
1994)
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PROGRESS ENERGY FLORIDA
DocKET No. 030001-El

Fuel and Capacity Cost Recovery
Final True-Up for the Period
January through December, 2002

DIRECT TESTIMONY OF
PAMELA R. MURPHY

Please state your name and business address.
My name is Pamela R. Murphy. My business address is P O. Box 1551,
Raleigh, North Carclina 27602,

By whom are you employed and in what capacity?

| am employed by Progress Energy Carolinas in the capacity of Director
Gas & Oil Trading.

Have your duties and responsibilities remained the same since you
last testified in this proceeding?
Yes, my responsibilities for the procurement and trading of natural gas and

oil on behalf of Progress Energy Florida (Progress Energy or the Company)

have remained the same,

What is the purpose of your testimony?
The purpose of my testimony is to (1) summarize the success of Progress

Energy’s Risk Management Plan for 2002, and (2) provide the hedging-
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J3038 arr-1 &
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up Filings with the PSC
Exhibit No.___TN-2
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IOU Natural Gas Hedging

Trudg

demand-side management and voltage reductions during the force majeure
periods.

What measures did Progress Energy undertake to minimize other
risks identified [n its Risk Management Plan?

Progress Energy continued to perform its daily management acfivities
outlined in the Plan to monitor and, to the extent possible, mitigate risks to

customers.

Did Progress Energy follow the processes and guidelines outlined In

the Plan?

Yes, all processss and guidelines were followed.

What actions, including hedging activities, did Progress Energy take
In 2002 to control the cost of fuel and wholesale power transactions?

With respect to natural gas, Progress Energy elected to enter into a zero-
cost collar (a price floor and ceiling obtained at no cost) for 20,000 mmbtu
per day supply of gas for the three-month period of December 2002
through February 2003. Although prices were within the collar In
December and therefore had no affect on 2002 fuel costs, it provided
savings of $198,800 over the remaining two months in 2003. Progress
Energy also has one fixed price contract it acquired with the purchase of its
Tiger Bay generating unit that resulted in an additional cost to the
ratepayers of $2,098,791 in 2002. However, this contract has now turned
around relative to the market, and currently has a projected net savings to

customers through 2010 of appreximately $33 million.

-up Filings with the PSC
Exhibit No.___TN-2
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Propress Energy Florida, Inc.

Docket Na. 430001-E1
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Exhibit No, PEM-1

Shect 2 of 3

PEF purchased daily transmission on an as avaliable basis fo support economy
purchases. In addition, PEF purchased 200 MWs of monthly transmission for the
period May through October to improve diversity and avallabllity of economic purchase
opportunities.

Daily dispatch continues on an economic basis for its ratepayers. This dispatch is
updated twice dafly for next-day projected load forecasts. This process may, on
occasion, deviate from economic dispatch due to opesational problems at plant sites or
forces beyond our control,

F. One coal supplier filed bankrupicy, however, there was no inferruption of senvice

Monltoring of industry Events

A

PEF continues to menitor the War with irag and its short- and long-term affects In the
market, as wel as the svents leading up to the war.

Weekly gas storage injection/withdrawal amourits published by EIA are being followed
to determine short- and long-ferm affects to future gas prices. In addition, rig counts
are also followed to moniter the incre ase/decrease of drilling activity for replacement
Teserves,

Defaults by suppliers based on bankrupicles or announcements to exit the market are
monitorad by our crecit section, as well as the respective front office personnel, For
2002, we have seen marketing companies like Dynegy, Aquila, Reliant, and El Paso
either exit the business totally or reduce staff to return to its core business of
managing Ks exisfing generation portfolio. Liuidity in the natural gas and power
markets have besn reduced by these events whare major marketing companies have
elected to axit the business line of “market making” actvities.

Price Risk Mitigation

A,

Natural Gas — A zero cost collar was entered info for 20,000 mmbtu/day of natural gas
supply for the perlod Décember 2002 through and Including February 2003 which was
not axercised in 2002, PEF has one (1) long-tarm fixed ptice contract that resulted In
additional costto ratepayers of $2,008,701, The mark-fo-market on this fixed price

contract for its remaining term ks valued at approximately $33 million favorable for the
ratepayers.

Wholesale Power ~ Savings from wholesale sales & purchasss for 2002 were as
follows:

1. Sales $5,628,566
2. Purchases $7,013,273

Docket No, 150001-E]

10U Natural Gas Hedging
True-up Filings with the PSC
Exhibit No.____TN-2
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PROGRESS ENERGY FLORIDA
DockET No. 040001-El

Fuel and Capacity Cost Recovery
Final True-Up for the Period
January through December, 2003

DIRECT TESTIMONY OF
PAMELA R. MURPHY

Please state your name and business address.

My name is Pamela R. Murphy. My business address is P.O. Box 1551,
Raleigh, North Carolina 27602.

By whom are you employed and In what capacity?
| am employed by Progress Energy Carolinas In the capacity of Director,
Gas & Oll Procufement & L ogistics.

Have your duties and responsibilities remalned the same since you
last testifled In this proceeding?

Yes, my responsibilities for the procurement and trading of natural gas and
oil on behalf of Progress Energy Florida (Progress Energy or the Company)

have remained the same.

What is the purpose of your testimony?

The purpose of my testimony is to summarize the results of Progress
Energy's Riek Management Plan for 2003, and to provide the information
required by Order No. PSC-02-1484-FOF-EI, which approved the resolution

pp Filings with the PSC
Exhibit No.____TN-2
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True-up Filings with the FSC

Gulfstream Naturat Gas and Florida Gas Transmission to use a portion of

the excess gas in their pipelines until production resumed.

What measures did Progress Energy undsrtake to minimiza other
risks identified in its Risk Management Plan?

Progress Energy continued to perform its dally management activities
outiined in the Plan to monitor and, to the extent possible, mitigats risks to

customers,

Did Progress Energy follow the processes and guidelines outlined in
the Plan?

Yes, all processes and guidelines were followed and no trading or credit
violations oceurred.

What hedging activities did Progress Energy undertake for fue! and
wholesale power?

Progress Energy did not hedge wholesale power and coal prices for 2003.
Howsver, the Company did make economic purchases as well as short-
term wholesale power sales that resulted in overall savings to its customers
of approximately $15.4 milion, With respect to natural gas, Progress
Energy met all of its hedging strategy objectives to 1) mitigate price risk and
volatility, 2} provide gas price certainty, 3) meintain a diverse portfolio, and
4) enhance potential for ratepayer's savings. To that end, the following
ransactions were entered into by Progress Energy:

Exhibit No.___ TN-2
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1.) A zero-cost collar for a 20,000 MMBtu per day supply of gas for the
three-monith period of December 2002 through February 2003. The
contract was exercised in February 2003, resulting in savings to
customers of $190,400.

2) For March 2003, Progress Energy elected o exercise a contractual
option to convert a term purchase from index to dally pricing. This
price conversion resulted in customer savings of $875,300,

3) Progress Energy had several fixed price contracts that resufted in
savings to customers of $18,706,426. As of December 31, 2003, the
fixed priced contracts had a favorable mark-to-market value through
2010 of approximately $61 million.

4) The Company sxercised a contractual option to fix the price on various
shipments of residual oll in 2003, which resulted In 2 net additional
cost to customars of $1,220,174.

To summarize, the Company met its 2003 hedging oblectives and provided

total net savings to customers of $18,542,852, In addition to savings of

approximately $15.4 million from economic power purchases and shori-

term off-system power sales.

Q. Does this conclude your testimony?
A. Yes, it does.

Exhibit No.___TN-2
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Monitoring of Industry Events

A.

Weekly gas storage injection/withdrawal amounts published by EIA are being followed to
determine short- and long-term effects to future gas prices. In addition, rig counts are also
followed to monitor the increase/decrease of drilling activity for replacement reserves.

Defaults by suppllers besed on bankruptcles or announcements to exit the market are
monltored by our credlt section, as well as the respecive front office personnel. Induistry
events that oceurred in 2002 hava seen marketing companies like Dynegy, Aquila, Refiant, and
E Paso either exit the business tolally or reduce staff to retumn to ils core business of
managing its exsting generation porffolio. As a result, Hquidity in the natural gas and power
markets have been reduced by these events where major marketing companies have elected
to exit the business line of "market making” activities.

During the 3 and 4th quartsrs, domesfic and import coal prices began rising, To mitigate the
potential additional cost to the ratepayer, PEF began purchasing some of their 2004
requirements earty to meet its needs.

Price Risk Mitigation

A. Natural Gas — Progress Energy met all of its hedging strategy objectives to 1) mitigate price

risk and volafility, 2) provide gas price certainty, 3) maintain a diverse portfolio, and 4) provide
potential for retepayer’s savings. Progress Energy elecled to enter into a zero-cost coller for
20,000 MMBtu's per day supply of gas for fhe three-month period of December 2002 fhrough
February 2003. The confract was exercised in February 2003, resulting in a velue to the
ratepayers of $150,400. For March 2003, Progress Energy elected 1o exarcise a contraciual
option fo convert the-price of a term deal from Index to daily. This price conversion resuliad in
a savings to the ratepayers of $875,300. Progress Energy also had several fixed price
confracts that resulted in stabilizing prices for a portion of its natural gas requirements for the
ratepayers and provided an additional value to the ratepayers of $18,706,426. Additionally, as
of December 31, 2003 the fixed priced contracts had a favorable mark-to-market value through
2010 of approximaiely $61 million.

Wholesale Power - Savings from wholesale sales & purchases for 2003 were as follows:
1. Sales $9,844,761
2, Purchases $5,544,500

Fuel Oll - For 2003, PEF exercised a confractual option o fix the price on 704,816 bbls of
residual oll, which resulied in & net addifional cost io customers of $1,229,174.

D. Total Vaiue Created: $35,794,881

Exhibit No___TN-2
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PROGRESS ENERGY FLORIDA
DockET No. 050001-E]

Fuel and Capacity Cost Recovery
Final True-Up for the Period
January through December, 2004

DIRECT TESTIMONY OF
PAMELA R. MURPHY

April 1, 2008

Please state your name and business address.

My name is Pamela R. Murphy. My business address is P. O. Box 1551,
Raleigh, North Carolina 27602.

By whom are you employed and in what capacity?

| am employed by Progress Energy Carolinas in the capacity of Director,
Gas & Oll Trading.

Have your duties and responsibliities remained the same since you
last tectified In this proceeding?
Yes, my rasponshilities for the procurement and trading of natural gas and

oil on behalf of Progrees Energy Florida (Progress Energy or the Company)
have remained the same.

What is the purpose of your testimony?

The purpose of my testimony is to summarize the results of Progress

Energy's Hisk Management Plan for 2004, and to provide the information

requirad by Order No. PSC-02-1484-FOF-El, which approygd shesesolution
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What measures did Progress Energy underiake to minimize other
risks identified in Its Risk Management Plan?

Progress Energy continued to perforn its daily management activities
outlined in the Pian to monitor and, to the extent possibie, mitigate risks to

customers.

Did Progresa Energy follow the processes and guldsiines outlined In
the Plan?
Yes, all processes and guidelines were followed and no trading or credit

violations occurred.

What hedging activities did Progress Enargy undertake for fuel and

wholesale power?

Progress Energy did not hedge wholesale power and coal prices for 2004,

However, the Company did make sconomic purchases as well as

wholesale power sales to thind parties that resulied in overall savings to its

customers of approximately $27.2 million. With respect to natural ges,

Progress Energy met all of ite hedging strategy objectives to 1) mitigate

price risk and volatility, 2) provide gas price certainty, 3) maintain a diverse

portfolio, and 4) provide potential for retepayer’s savings. To that end, the
following transactions were entered Into by Progress Energy:

1) Progress Energy had several fixed prioe contracts that resulted in
additional savings to customers of approximately $51.06 million. As of
December 31, 2004, the fixed pricad cortracts had a favorable
marked-to-market value through 2010 of approximately $131 million.

Exhibit No.___TN-2
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2) The Company used financlal swaps to fix the price on a portion of the
residual oil used in 2004, which resulted in a net cost to customers of
approximately $.76 million,

To summarize, the Company met lis 2004 hedging objectives inciuding the

objactive of providing a savings to the ratepayers. A total savings to

cusiomers of approximately $50.3 million was atlained in addition to

epproximately $27.2 milion in economic power purchases and excess
power generation sales.

Please describe Progress Energy's process for procuring natural gas,
at market pricea.

Progress Energy buys virtually all of its term natural gas at market Index
prices. The Company purchases most of its gas supply on elther a short-
term or long-term basis using a Request for Proposal process to identify
suppliers that can meet the Company’s needs. The resulting contracts
identify market indices to establish daily or monthly gas prices. The
Company also builds in price fiexibility o be able to change a fioating
market Index price to a fixed price for a certaln amount of time to implement
its phased hedging strategy to reduce price volatility for its ratepayers.
Some supplies are purchased at a fixed price initially to hedge physical
natural gas to execute PEF's hedging strategy mentioned above. For the
most part, natural gas prices are determined by the markat index at the
locetion of the Progress Energy’s receipt points to its firm transporiation
capacity. For example, gas purchased at FGT Zone 3 Is priced basad on
either Platts Inside FERC, Gas Market Report, first of the month posting for

Exhibit Mo, TN-2
Page 11 of 134
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Progress Eonerpy Florids, Inc.
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Witness: Mupuphy
Exhibit Ne. =
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Coal - Multiple hunicanes and tropical storms impacting Florida and the Guf of
Mexico during the summer and fall intsrrupted the delivery of coal to Crystal River.
This was managed by & combination of measures including utilizing inventory and
purchasing coal in the spot market,

PEF purchasad dally franamission on an a3 available basis 1o support economy
purchases. In addition, PEF purchased & 100 MW annual transmission position, an
additional 150 MW monthly transmission poaltion for the period July thraugh August,
and a 50 MW monthly transmission position in October ko imprave diversity and
avallabifity of sconomio purchase opportunities.

Daily dispaich continuss on an economic basis for its ratspayers. This dispatch js
updted twice dally for next-day projected load forecasts. This process may, on
occasion, deviate from aconomic dispatch dus to operetional problems at plani sites or
forces beyond our controf,

Konitoring of industry Evants

A. Weekly gas storage injection/withdrawal amounts publishad by Energy Information

Adminisiation (EIA) are being followed to determina short- and long-term effects 1o
future gas prices. In addition, rig counts are also followed to monitor the
increase/decraase of driling activity for replacemant reserves.

Weekiy EIA ol [nvantory reports are being followed 1o determine short and long-term
effects to future ofl prices.

Defaults by sunpliers based oh banknpicies or announcements fo exit the market are
monitorad by our credit section, as well as the respactive front offica personnel.

Various dally coal price reports are being followad i determing the short and long-
torm effect fo future coal prices. In additional, coal franaportation coste ane monitorad.

Prioe Risk Mitigation

A

Netural Gas — Progress Energy met all of e hedging sirategy objectives to 1) mitigate
price risk and volatillty, 2) provile gas price certainty, 8) maintain & diverse portfolio,
and 4) pravide potential for rtepayer's savings. Progress Energy had eeveral fixed
price conlracts that resulted In stabifizing prices for a portion of ite natural gas
raquirements for the ratepayers and provided a savings to the ratepayars of
§51,068,145. Additionally, as of December 31, 2004, the tbxad priced contracts had a
favorable marked-io-market value through 2010 of appraximately $131 milion,

Wholesals Power - Savings from wholesale sales & purchases for 2004 wers as

1. Sales - $5,330,652
2. Purcheses - $21,833,340

Exhibit No.__TN-2
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PROGRESS ENERGY FLORIDA
DockeT No. 060004-El

Fuel and Capacity Cost Recovery
Final True-Up for the Perlod
January through December, 2005

DIRECT TESTIMONY OF
PAMELA R. MURPHY

April 1, 2008

Please stata your name and business address,
My name is Pamela R. Mumphy. My business address is P, O. Box 1551,
Raleigh, North Carolina 27602.

By whom are you employed and in what capacity?
1 am employed by Progress Energy Carolinas, Inc., as Director, Gas & Qll
Trading,

Hgve your dutles and responsibilities remsined the same since you
last testified in this proceading?

Yes, my responsibiiities for the procurement and trading of natural gas and
oll on behalf of Progress Energy Florida (PEF or the Company) have
remained the same.

What is the purpose of your testimony?
The purpese of my testimony is to summarize the resuits of PEF’s Risk
Management Plan for 2005, and to provide the information reciired by

Order No. PSC-02-1484-FOF-EI, which approved ths resolufion of the
BOCUMENT

PROGRESS ENERGY FLORIDA 0298
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What measures did PEF underiake to minimize other risks identified In
its Risk Management Plan?

PEF continued to perform its dally management activities outlined in the
Plan to monitor and, 1o the extent possible, mitigats risks to s customers.

Did PEF follow the processes and guldeiines outlined In the Plan?

“Yes, all processes and guidelines were foliowed.

What hedging activities did PEF undertake for fusl and wholesale
power?
PEF did not hedge wholesale power for 2005. With regard to cosl prices,
PEF did secure coal under fixed price term confracts for 2006. . PEF did
meke economic purchases, #is well as wholesale power sales to third
parties that resutied in overall savings to customers of approximately $46
million. With respect o natural gas, PEF met all of its hedging strategy
objectives to: 1) mitigate price risk and volatiity, 2) provide gas price
cerlainty, 3) maintain a diverse portfolio, anxd 4) provide poteritial for
ratepayer savings. To that end, the following transactions were entered
into by the Company:

1) PEF had several fixed price contracts that resulted in additional
savings tn customers of approximately $121.7 milion. As of
December 31, 2005, thesé fixed priced contracts had a favorable
marked-to-market value through 2010 of approximately $519.7 million.

Exhibit No.____TN-2
Page 14 of 134
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2) The Company used financlel swaps to fix the price on a portion of the
residual oil used In 2005 that resulted in a net savings to customers of
approximately $70.3 miflion,

To summarize, PEF met its 2005 hedging objectives including the objective

of providing a savings to ratepayers. A total savings to customers of

approximately $192 million was atiained in addition to approximately $46
million In economic power purchases and excess power generafion sales.

Please deacribe PEF's process for procuring natural ges at market
prices,

PEF buys virtually all of its tarm natural gas at market index prices. it
purchases most of ite gas supply on elther a short-term or long-ferm basis
using a Request for Proposal process to identify suppliers that can meet
the Company’s needs. The resuiting contraots identiy market indices to
establish dally or monthl} gas prices. The Company also builds in price
flexibllity to be able to change a floating market index price to a fixed price
for a certain amount of time to implement its phased hedging strategy to
reduce price volatliity for its ratepayers. Some supplies ere purchasad st a
fixed price initially to hedge physical natural gas to exeeute PEF's hedging
strategy mentioned above. For the most part, natural gas prices are
determined by the market index at the location of the PEF’s recelpt points
fo iis. firm transportation capacity. For example, gas purchased at FGT

Zone 3 is priced based on elther Piatts Inside FERC, Gas Market Report, |

first of the month posting for FGT Zone 3 or Platis Gas Daily, daily price
survey midpoint for the day of flow for FGT Zone 3.

Exhibit No.___TN-2

Page 15 of 134
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Price Risk Mitigation

A. Naturel Gas —PEF met all of its hedging strategy objetiives to: 1) mitigate price risk
and volstity, 2) provide ges price certainly, 3) maintain a diverse portiotio, and 4)
provide potential for retpayer savings. PEF had several fixed price contracts that
resutied In stabilizing prices for a porfion of its natural gas requirements, ang provided
savings to the ratepayers of $121.7 million. Additionally, as of December 31, 2005,
physical end Bnancial hedged contracts had & favorable markedhto-markat valite
through 2010 of approximatsly $519.7 miifion,

B. :;J"holasah Power = Savings from wholesale sales and purchases for 2005 were as
ows: .
1, Seles-$1.7 milon
2. Purchases - $45.8 million

C. Fuel Oll - For 2005, PEF financlally hedged the price of residual fuel oll which resultad
In & net savings to customers of $70.3 mion,

D. Total Value Created: $238.3 million
Frocess and Guidelings

A The Mid Office ensures compilance with intemal audit, corporate risk policies,
procedures snd guidelines, Sarbanes-Oxisy (Sarbox), FAS 133 and process
recjuirements of the Regulatory, Tax end Treasury groups, by providing appropriate
and periodic analysis and repotfing, Mid Office provides reports to middle and upper
management, Mid Office alsc provides dally reporting of marked-to-market and stress
tasting on all gas and oil hedging activities.

B. Audit Services continues to provida fhe services outnes in the Plan for fuel and
wholesale power purciasss. Thelr audits in 2005 Included vartous aspscis related to
compllance, trading and procurement and operationsl perapectives for portiilio
management, fuel procurement and wholesale power purchases. The audis
completed in 2006 had no major findings.

C. PEF natural gas, fuel ofl, and wholesale. power processes and procsdurss conlinue to
be refined as pert of our overall fior 1o improve business praciices. .

D. The guidelines referenced In the Plan have been adhered to in 2005,

Docket No. 150001-El
100 Natiiral Gas Hedging
True-up Filings with the PSC
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PROGRESS ENERGY FLORIDA
DOCKET No. 070001-El

Fuel and Capaclity Cost Recovery
Final True-Up for the Perlod
January through December, 2006

DIRECT TESTIMONY OF
JOSEPH MCCALLISTER

April 2, 2007

Pilease state your name and business address.
My name |s Joseph McCalllster. My business address is 410 South
Wilmington Street, Raleigh, North Carolina 27601.

By whom are you employad and In what capscity?

Gas & Ol Trading.

Have your duties and responsibilities remained the same since you
last testified in this proceeding?
Yes, my responsibilities for the procurement and trading of natural gas and

ol on behalf of Progress Energy Florida (PEF or the Company) have
remained the same.

Q. Whatis the purpose of your testimony?

PEF's
activity for 2008 and to provide the information required  Order No. PSC-

PROGRESS ENERGY FLORIDA
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02-1484-FOF-El which approved the resolution of the hedging related
issues pending before the Commission In Docket No. 011605-El.

Have you prepared exhibits to your testimony?

Yes. | have sttached exhiblt JM-1T which summarizes hedging information
for 2006.

What are the primary objectives of PEF's hedging strategy?
The primary objectives of PEF's hedging strategy are to mitigate fusl price
risk and volztility and provide greater price certainty to PEF's customers.

What hedging activitles did PEF undertake during 2008 for fue! and
wholesale poxver.

PEF continued to perform the daily management activities outlined in its
Risk Management Plan and executed physical and financial transactions In
accordance with established company risk management guidefines. With
respect to hedging natural gas prices for 2006, PEF had fixed price
physical contracts and financial instruments that resutted in nef fuel cost
savings to customers of approximately $62.1 milion. With respect to
hedging heavy and light oil prices for 2006, PEF had fixed price financial
instruments that resulted in net fuel costs savings to customers of

approximetely $56.9 million. In total, the gas and oll hedging activity for |

2006 resulted in net fuel cost savings to customers of approximately $119
million. [n addition, during 2006 PEF made economic energy purchases
and wholesale power sales to third pariies that resulted in additional
savings to customers of $24.4 million and $2 million, respectively.

IOU Natural Gas Hedging
e-up Filings with the PSC
Exhibit No.___ TN-2
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PROGRESS ENERGY FLORIDA
Docker No. 080001-El

Fuel and Capacity Cost Recovery
Final True-Up for the Pariod
January through December 2007

DIRECT TESTIMONY OF
JOSEPH MCCALLISTER

April 3, 2008

Please state your name and business address.
My name Is Joseph McCallister. My business address is 410 South Wilmington Street,
Raleigh, North Carolina 27601

By whom are you employed and In what capacity?
| am employed by Progress Energy Carolinas In the capacity of Director, Gas & Qi
Trading.

Have your dutles and responsibilities remained the same since you last testifled
in this proceeding?

Yes, my responsibilities for the procurement and frading of natural gas and oll on
behalf of Progress Energy Florida (PEF or the Company) have remained the same.

What Is the purpose of your testimony?

The purpose of my testimony Is to summarize the results of PEF’s hedging activity for
2007 and to provide the information required by Order No. PSC-02-1484-FOF-E| which
approved the rasolution of ths hedging related issues pending before the Commission

in Docket No. 011605-El.
JOCUMENT NEMBER-DATE

1 02601 #PR-3 8
FPSG-COMMISSION CLERK
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Have you prepared exhibits to your testimony?
Yes. | have attached exhibit JM-1T which summarizes hadging information for 2007.

What are the primary objectives of PEF’s hedging strategy?
The objectives of PEF's hedging stratagy are to mitigate fuel price risk and volatility

and provide a greater degree of price certainty to PEF's customers.

What hedging activities did PEF undertake during 2007 for fusl and wholesale
power and what were the results?

PEF continued to parform the activities outlined in its Risk Management Plan and
executed physical and financial transactions in accordance with established company
risk management guidelines. With respect to hedging activities that were executed
over time for 2007 to reduce the price risk and volatllity associated with a portion of
PEF’s natural gas, heavy oil and light oll bums, PEF executed fixed price physical
contracts for natural gas and financial instruments for natural gas, heavy oil and fight
oil thet resulted in net fuel costs of approximately $15.1 million. For the period 2002
through 2007, PEF's natural gas and fuel oil hedges have provided net fuel savings of
approximately $381 million. Although PEF’s hedging activity has achieved significant
fuel savings to date, the objectives are to reduce price risk and volatility and provide a
greater degree of price certainty for its customers. As a result, there will be periods
when realized hedge losses occur. In addition, during 2007, PEF made economic
energy purchases and wholesale power sales to third partles that resulted in additional
savings of approximately $24.3 million and $2.8 million, respectively.

Does this conclude your testimony?

Yes

Page 20 of 134




PROGRESS ENERGY FLORIDA, INC.

Hedging information provided as part of the 2007 Fuel Clause Final True-up Filing as required by
Order no. PSC-02-1484-FOF-E, Issued October 30, 2002 in Docket No, 011605-El

Total 2007 Volume  Avg Pericd Total Cost of
Hedging Instrument Fuel Type Hedoad of Hadge Hedoa
OTC Financial Instruments Heavy Qil
OTC Financial Instruments Light Olf
OTC Financial Instruments Natural Gas

Fixer Physical Price Coniracls Natural Gas

REDACTED

Progress Energy Florida, Inc.
Docket No. 08C001-El
Witness: McCallister
ExhibitMo. ___ (JM-1T)
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PROGRESS ENERGY FLORIDA
DoOCKET No. 090001-El

Fuel and Capacity Cost Recovery
Final True-Up for the Period

January through December 2008

DIRECT TESTIMONY OF
JOSEPH MCCALLISTER

Aprii 3, 2000

Pleaso state your name and business address.
My name is Joseph McCallister. My business address is 410 South Wiimington Street,
Rateigh, North Carolina 27801,

By whom are you employed and in what capaclty?

| am employed by Progress Energy Carolinas in the capacity of Director of Gas, Of
and Power.

Have your duties and responsibilities remained the same since you last tastified
in this proceeding?

Yes. My responsibilties for the procurement and trading of natural gas and oll on
behalf of Progress Energy Florida (PEF or the Company) have remained the same. In
March 2009, | assumed responsibility for Power Trading.

What is the purpose of your testimony?
The purpose of my testimony Is to summarize the resulis of PEF’s hedging activity for
2008 and to provide the information required by Order No. PSC-02-1484-FOF-El and
clarified in PSC-08-0667-PPA-EI.

JOTUMENT NUMBER-TATL

! 19957 APR-38
FPSG*COHH&SSION CLERK
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Docket Mo. 050001-Et
Summarizod Hedging | nformation (2002-2008)
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PROGRESS ENERGY FLORIDA
DockEeT No. 100001-E1

Fuel and Capacity Cost Recovery
Final True-Up for the Perlod
January through December 2008

DIRECT TESTIMONY OF
JOSEPH MCCALLISTER

April 1, 2010

Please state your name and business address.
My name is Joseph McCallister. My business address is 100 E. Davie Street, Raleigh,
North Carclina 27601.

By whom are you employed and in what capacity?
| am employed by Progress Energy Carolinas in the capacity of Director of Gas, Ol

and Power.

Have your duties and responsibiliies remained the same since you last testified
in thic proceeding?

Yes. My responsibiliities for the Ges, Oil and Power section activities within the Fuels
and Power Optimization Department have remained the sams.

What Is the purpose of your testimony?
The purpose of my testimony is to summarize the results of PEF’s hedging activity for
2009 and to provide the information required by Order No. PSC-02-1484-FOF-El and
clarified in PSC-08-0867-PPA-E!.
BETLYE N WUMETR-DAT:

0241 | irR~1 2
FPSC-COi1ssion cLeny

bit No.___TN-2
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PROGRESS ENERGY FLORIDA
- DockET No. 110001-El

A ) Fuel and Capacity Cost Recovery

Final True-Up for the Period
January through December 2010

e

DIRECT TESTIMONY OF
\ JOSEPH MCCALLISTER

April 1, 2011

Please state your name and business address.
My name is Joseph McCallister. My business address is 100 E. Davie Street, Raleigh,
North Carolina 27601,

By whom are you employed and in what capacity?

| am employed by Progress Energy Carolinas in the capacity of Director of Gas, Oil
and Power.

Have your duties and responsibifities remained the same since you last testified

in this proceeding?

Yes. My responsbliities for the Gas, Oll and Power section activities within the Fuels
and Power Optimizaticn Department have remained the same.

Please briefly describe your work experience,

1 joined Progress Energy Service Company in 2003. Prior to my current position, |
served as the Director of Porifolio and Market Risk Assessment in the Treasury and
Enterprise Risk Management Department through mid 2006, and the Director of Gas
and Oil Trading from mid 2008 through early 2009. Prior to joining Progress. Energy, |

1
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PROGRESS ENERGY FLORIDA
Docker No. 120001-E1

Fuel and Capacity Cost Recovery
Final True-Up for the Period
January through December 2011

DIRECT TESTIMONY OF
JOSEPH MCCALLISTER

April 2, 2012
Please state your name and business address.

My name is Joseph McCaliister. My business address is 410 South Wilmington Street
Raleigh, North Carolina 27601.

By whom are you esmployed and in what capacity?
| am employed by Progress Energy Carolinas in the capacity of Director of Gas, Oil |
and Power.

Have your duties and responsibllities remained the same since you last testified
in this proceeding?

Yes. My responsibilities for the Gas, Oll and Power section activities within the Fuels
and Power Optimization Department have remained the same.

Pleane briefly deacribe your work experience.

| joined Progress Energy Service Company in 2003. Prior to my current position, |
served as the Director of Portfolio and Market Risk Assessment through mid 2008, and
the Director of Gas. and Oil Trading from mid 2006 through early 2003. Prior to joining
Progress Energy, | spent approximately 10 years in management positions at snergy

1 ]
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PROGRESS ENERGY FLORIDA
DocKET No. 130001-El

Fuel and Capacity Cost Recovery
Final True-Up for the Period
January through December 2012

DIRECT TESTIMONY OF
JOSEPH MCCALLISTER

April 5, 2013

Please state your name and business address.
My name is Joseph McCallister. My business address is 526 South Church Street,
Charlotte, North Carolina 26202.

By whom are you employed and in what capacity?

I work for Progress Energy Carolines, an affiliate company of Progress Energy Florida,
inc. ("PEF", “Petitioner" or “Company®) as Director, Gas Ol and Power. | am
responsible for the natural gas. fuel oil and emission group activities in the Fuel
Procurement Section of the Systems Optimization Depariment for the Duke Energy
regulated generation fleet. This group ie responsible for the natural gas and fuel oil
acquisition and transportation needed to support the generation needs for Duke Energy
Indiana, Duke Energy Kentucky, Duke Energy Carolinas, Progress Energy Carolinas
and Progress Energy Florida. In addition, this group is responsible for the emission
allowance (‘EA") position management for Duke Energy Indiana, Duke Energy
Kentucky, Duke Energy Carolinas, Progress Energy Carolina and Progress Energy
Florida.
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Dusce ENERGY FLORIDA

DocxeT No. 140001-E1

Fuel and Capaslty Cost Recovery
Final True-Up for the Pesiod

Janusry through December 2043

DIRECT TESTIMONY OF
James McClay

March 28, 2014

Q. Please state your name and businees address.
A. My name i James McClay. My bueinese address k 526 South Church Street,
Chatlotie, North Cauolina 28202,

Q. By whom are you employed and in what capacity? |

A. | work for Duke Energy Carcines (DEC) an affilate company of Duke Energy Florida, I
inc. "DEF*, Petifioner” or “Company”) as the Manager of Gas Trading. | manage the
naturgl ges group procurement, scheduing and hedging aotivities in the Fuel
Procurement Section of the Systerns Optimization Department for the Duke Energy
regulated generation fieet. This group is responsibla for the natural gas pracurement
and scheduling nesded to support the gas generation needs for Duke Energy Indiana,
Duke Energy Kentucky, Duke Energy Caolines, Duke Energy Progress and Duke
Enargy Floride.

Q. Have you testified before In this proceeding?
A No

Dacket No, 150001-El

JOL) Natural Gas Hedging
True-up Filings with the PSC
Exhibit No.___TN-2
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DUKE ENERGY FLORIDA
DOCKET NO. 150001-El

Fuel and Capacity Cost Recovery
Final True-Up for the Period
January through December 2014

DIRECT TESTIMONY OF
JOSEPH MCCALLISTER

April 7, 2015

Please state your name and business address.

My name Is Joseph McCallister. My business address is 526 South Church
Street, Charlotte, North Carolina 28202.

By whom are you employed and In what capacity?

I work for Duke Energy Progress an affiliate company of Duke Energy
Florida, Inc. (“DEF”, “Petitioner” or “Company”) as the Director, Natural Gas
Oll and Emissions. | am responsible for the natural gas, fuel oll and
emission group 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 and fuel oil acquisition and
transportation needed to support the generation needs for Duke Energy
Indiana, Duke Energy Kentucky, Duke Energy Carolinas, Duke Energy
Progress and Duke Energy Flerida. In addition, this group is respensible for
the emission allowance (‘EA") position management for Duke Energy
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Excerpts from
Florida Power & Light Company’s
Hedging Activity / True-up Filings
Years: 2002-2014
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BEFORE THE FLORIDA
PUBLIC SERVICE COMMISSION

DOCKET NO. 030001-EI
FLORIDA POWER & LIGHT COMPANY

IN RE: LEVELIZED FUEL COST RECOVERY

|
APRIL 1, 2003 ‘
|
|

AND CAPACITY COST RECOVERY
FINAL TRUE-UP

JANUARY 2002 THROUGH DECEMBER 2002

TESTIMONY & EXHIBITS OF:
G. YUPP
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Resolution of Issues In Docket 011805-E! approved by the

Commission per Order No. PSC-02-1484-FOF-El, which ststes:
*5. Each Investor-owned utility shall provide, as part of its
final true-up filing In the fuel and purchased power cost
recovery docket, the following information: (1) the volumes of
each fuel the utllity actually hedged using a fixed price
contract or instrument; (2) the types of hedging instruments
the utility used, and the volume and type of fuel assoclated
with each type of instrument; (3) the average period of each
hedge; and (4) the actual total cost (e.g. fees, commissions,
options premiums, futures gains end losses, swaps
setiements) associsted with using each type of hedging

instrument”.

Are you sponsoring an exhibit for this proceeding?

. Yes. It consists of the following document:

GJY-1: 2002 Hedging Activity

Please describe FPL's hedging objectives and summarize
FPL’s 2002 hedging activity.

FPL's fuel procurement strategy aims to benefit FPL's customers by

Docket No, 150001-El

10U Natural Gas Hedging
True-up Filings with the PSC
Exhibit No.____TN-2
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reducing fuel price volatility, and to the extent possible, mitigating
fuel price increases, while maintaining the opportunily fo take
advantage of price decreases in the marketplace. During 2002, FPL
primatily relled upon fixed price transactions fo hedge Its fuel
portfolio. Financial swaps were utilized es a method of Improving
and/or profecting FPL's fixed price positions. FPL also engaged in
option hedges to help mitigate the tisk of fuel price increases.
Additionally, FPL utiized natural gas storage to ensure the relisble
defivery of fuel during significant storm events in the latter half of the
year. FPL's 2002 hedging activities were successful In delivering
greater price certainty, as well as $47 miilion in fuel savings for
FPL's customers. This total indudes $14.5 million in natural gas
savings, $31.8 million in fuel oit savings and §.7 million In power
oplion premiums. The eavings and gaine associated with the
energy component of the power options are Included in FPL's
monthly filing of A-Schedules. The fixed price positions generated
the largest percentage of savings due to the fact that the overall
trend of the fual markets wae up after the positions were taken. FPL
is pleased that its 2002 hedging activities resulted in these savings.
However, it |s important to recognize that generating savings is not
the only objective of hedging. The primary objectiva of hedging is to
reduce fuel price volatility. FPL engages in hedging to protect it
customers from significant exposure to volatility in the fuel and

Exhibi No,___TN-2
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power markets. FPL considers its hedging activities to be a success
if they result in volafiity control even i this occasionally means
higher prices to customers than would have besn the case without
hadging.

As an additional note, FPL engaged in residual fuel oll hedging in
November and December of 2002 by bullding fue! oil inventories to
ensure adequate supply to meet the projected needs of FPL's
customers, as well as, price protection given the heightening
tengions in the Middie East. The results of this decislon have
proven fo be very positive, however the data is not shown in Exhibit
GJdY-1 becauss the savings are realized in 2003. These results wil
be shown in FPL’s 2003 filing.

Does your Document GJY-1 provide the detsll on FPL's 2002

hodging activities required by Hem 5 of the Resolution of

Issuas?

Yes.

Does this conclude your testimony?

Yes, it does.

Docket No, 150001-E|

10U Natural Gas Hedging
True-up Filings with the PSC
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Exhibit GI¥-1
2002 Hedging Activity

EPL NATURAL GAS PROCUREMENT
Yolome
Instrument Purchases Sales Qntion Premiums Savings

2002 Hedging Activity Totals:
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APRIL 1, 2004

IN RE: LEVELIZED FUEL COST RECOVERY

AND CAPACITY COST RECOVERY

HEDGING ACTIVITY
JANUARY 2003 THROUGH DECEMBER 2003

TESTIMONY & EXHIBITS OF:
G. J. YUPP
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DOCKET NO. 050001-El
FLCRIDA POWER & LIGHT COMPANY I

APRIL 1, 2005

IN RE: LEVELIZED FUEL COST RECOVERY
AND CAPACITY COST RECOVERY

HEDGING ACTIVITY
JANUARY 2004 THROUGH DECEMBER 2004

TESTIMONY & EXHIBITS OF:
G. J. YUPP
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BEFORE THE FLORIDA
PUBLIC SERVICE COMMISSION

DOCKET NO. 060001-El
FLORIDA POWER & LIGHT COMPANY

APRIL 3, 2006

IN RE: LEVELIZED FUEL COST RECOVERY
AND CAPACITY COST RECOVERY

HEDGING ACTIVITY
JANUARY 2005 THROUGH DECEMBER 2005

TESTIMONY & EXHIBITS OF:
G. J. YUPP
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BEFORE THE FLORIDA
PUBLIC SERVICE COMMISSION

DOCKET NO. 070001-El
FLORIDA POWER & LIGHT COMPANY

APRIL 2, 2007

IN RE: LEVELIZED FUEL COST RECOVERY

AND CAPACITY COST RECOVERY

HEDGING ACTIVITY
JANUARY 2006 THROUGH DECEMBER 2006

TESTIMONY & EXHIBITS OF:
G. J. YUPP
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BEFORE THE FLORIDA
PUBLIC SERVICE COMMISSION

DOCKET NO. 080001-El
FLORIDA POWER & LIGHT COMPANY

APRIL 3, 2008

IN RE: LEVELIZED FUEL COST RECOVERY
AND CAPACITY COST RECOVERY

HEDGING ACTIVITY
JANUARY 2007 THROUGH DECEMBER 2007

TESTIMONY & EXHIBITS OF:

G. J. YUPP
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Accordingly, the primary objective of FPL's hedging program e to
reduce fue! price volatility, thereby helping to deliver greater price
certainty fo FPL's customers. FPL does not execute spsculative
hedging strategles almed at "out guessing™ the market In the hopes
of potentially retuming savings to FPL's customers. FPL has
implemented & well-disciplined, well-defined and controlled hedging
program that Is executed In compliance with FPL's risk management
policies and procedures.

Please summarize FPL's 2007 hedging activitles.

FPL hedged its fuel portiolio for 2007 utilizing @ mix of options and
fixed price transactions. An option is & hedging Instrument that
gives the buyer the right, but not the obligation, to buy (call) or sell
(put) a set commodity volume at a specific price for a specific petiod
of ime. The buyer of an option pays a premium to hold this right. A
fixed price transaction aliows a buyer to lock in the price of a

commodity for a set volume over a set period of time.

Natural gas prices continually trended lower after FPL executed its
hedges for 2007. Compared to 2008, natural gas prices remained
relatively stable throughout 2007 due primarlly fo mild winter
wenther, above average natural gas storage levels and a relatively
inactive hurricane season. Actual monthly setttement prices on the

NYMEX ranged from a high of $7.59 per MMBtu {(June 2007) to a
3
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low of $5.43 per MMBtu (September 2007). Including option
premiums, FPL's 2007 natural gas hedging activities resulted in
losses of $799.3 milion.

United States Gulf Coast (USGC) heavy fuel oll and New York
Harbor (NYH) heavy fuel oil trended lower for a period of time after
FPL executed its hedges for 2007. Mild winter weather and a
consistent bulldup of U.S. crude oil stocks that peaked In June 2007
confributed to the downward trend. This frend reversed itself
beginning in the third quarter as U.S. crude ol stocks experianced
significant draws and the U.S. dollar bagan to weaken. Heavy fuel
oil prices began a steady upward climb starting in the late summer
through the end of the year. For reference, USGC and NYH heavy
fuel ol prices were approximately $37 per barrel in January 2007.
By September, prices were approximately $60 per barrel and
finished the year in December at approximately $72 per barrel.
Uttimately, FPL's heavy fus| oil hedges for-2007, including option
premiums, resulted in losses of $56.5 million as the gains realized
during the fourth quarter did not fully offset the lossas realized
during the eariler part of the year when prices were trending lower.

On a cumulative basls, from inception through 2007, FPL's

expanded hedging program has resulted in net losses of

4
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appreximately $384.8 million. While the cumtilative impact of FPL’s
hedging program will vary and, at times, may show either net
savings or net losses, FPL expects that the cumulative, long-term
impact of its hedging program wiil not resuit in significant savings or
losses to FPL's customers. In fact, given current market conditions,
FPL currently projects that by the end of 2008, the cumulative
impact of its hedging program wil be essentlally “fiat® from a
gainfloss perspective.

Does your Exhibit GJY-1 provide the detail on FPL's 2007
hedging activities required by tem 5 of the Resolution of
issues?

Yes.

Does this conclude your testimony?

Yas, It doss,

Exhibit No.____TN-2
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DOCKET NO. 100001-El
FLORIDA POWER & LIGHT COMPANY

APRIL 1, 2010

IN RE: LEVELIZED FUEL COST RECOVERY
AND CAPACITY COST RECOVERY

HEDGING ACTIVITY
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BEFORE THE FLORIDA
PUBLIC SERVICE COMMISSION

DOCKET NO. 110001-El
FLORIDA POWER & LIGHT COMPANY

APRIL 1, 2011

IN RE: LEVELIZED FUEL COST RECOVERY
AND CAPACITY COST RECOVERY

AUGUST THRCUGH DECEMBER 2010
HEDGING ACTIVITY TRUE-UP REPORT

TESTIMONY & EXHIBITS OF:
G. J. YUPP
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APRIL 2, 2012

IN RE: LEVELIZED FUEL COST RECOVERY
AND CAPACITY COST RECOVERY

AUGUST 2011 THROUGIH DECEMBER 2011
HEDGING ACTIVITY TRUE-UP REPORT

TESTIKIONY & EXKIBITS OF:
G. J. YUPP
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BEFORE THE FLORIDA
PUBLIC SERVICE COMMISSION

DOCKET NO. 130001-El
Fi.ORIDA POWER & LIGKT COMPANY

APRIL 5, 2013

IN RE: LEVELIZED FUEL COST RECOVERY
AND CAPACITY COST RECOVERY

AUGUST 2012 THROUGH DECEMBER 2012
HEDGING ACTIVITY TRUE-UP REPORT

TESTIMONY & EXHIBITS OF:
GERARD J. YUPP
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IN RE: LEVELIZED FUEL COST RECOVERY
AND CAPACITY COST RECOVERY

AUCGUST 2013 THROUGH DECEMBER 2013
HEDGING ACTIVITY TRUE-UP REPORT

TESTIMONY & EXHIBITS OF:

GERARD J. YUPP
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IN RE: LEVELIZED FUEL COST RECOVERY
AND CAPACITY COST RECOVERY

AUGUST 2014 THROUGH DECEMBER 2014
HEDGING ACTIVITY TRUE-UP REPORT

TESTIMONY & EXHIBITS OF:
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November and December of 2002 using fixed price financial swaps.

What types of hedging Instruments wera usad by Guif Power Company
and what type and volume of fuei was hedged by each type of
instrument?

Natural gas was hedged using financial swaps that fixed the price of gas
to a certain price. These swaps settied agatnst elther 2 NYMEX Last Day
price or Gas Dally price. The entire amount (1,050,000 MMBTU) of gas
hedged was hedged using these financlal instruments as refiected on
Schedule 2 of my exhibit.

What was the average period of each hedge?
One month.

What was the actual tota! cost (e.g., fees, commissions, option premiums,
futures gains and losses, swap settlements) assoclated with each type of
hedging instrument?

Schedule 2 in my exhiblt consists of a table of all natural gas hedge
transactions and associated costs. No fees, commissions, or option
premiums were paid. Guif's 2002 hedging program resulted in a net
financlal gain of $238,750.

Were there any other significant developments in Gulf's fuel procurement
program during the period?
No.
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What types of hedging instrmmenis were used by Gulf Power Company
and what type and volume of fuel was hedged by each type of
Instrument?

Natural gas was hedged using financial swaps that fixed the price of gas
to a certain price. These swaps settled against either a NYMEX Last Day
price or Gas Daily price. The entire amount (7,400,000 MMBTU) of gas
hedged was hedged using these financial instruments as reflected on
Schedule 2 of my exhibit.

What was the actual total cost (e.g., fees, commiesions, option premiums,
futures gains and losses, swap ssttlements) associatad with aach type of
hedging instrument?

Schedule 2 of my exhibit consists of a table of all natural gas hedge
transactions and associated costs. No fees, commissions, or option
premiums were paid. Gulf's 2003 hedging program resulted in a net
financial gain of $4,847,268 (settisment gaing less support costs from
lines 2 and 3 of Schedule A-1 period-to-date).

Did fuel procurement activity during the period in question follow Gulf
Power's Risk Management Plan for Fuel Procurement fiied with the
Florida Public Service Commission on September 20, 20027

Yes, Gulf Power's fuel strategy in 2003 complied with the Risk
Management Plan and the actual results achieved compared favorably
with the projected results in the plan. Supply of all fuel types and
associated transporiation to Guifs generating plante are securecd through
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What types of hedging instruments were usad by Gulf Power Company
and what type and volume of fuel was hedged by sach type of
inetrument? .

Natural gas was hedged using financial swaps that fixed the price of gas
to a cartain price. These swaps settled against either a NYMEX Last Day
price or Gas Daily price. The entire amount {8,750,000 MMBTU) of gas
hedged was hedged using these financial Instruments as reflected on
Schedule 2 of my exhibit.

What was the actual total cosi (e.g., fees, commissions, option premiums,
futures gains and iosses, swap seiflements) associated with each type of
hedging instrument?

Schedule 2 of my exhibit consists of a table of all natural gas hedge
trenaactions and aasooiated costs. No fess, commiselons, or option
prerniums were paid. Guifs 2004 hedging program resulted in a net
financial gain of $6,631,043 (settlement gaine less suppon costs from
lines 2 and 8 of Scheduls A-1 Decémber perlod-io-dats).

Did fuel procurement activity during the pariod in question follow Gulf
Power's Risk Management Plan for Fuel Procuremant filed with the
Florida Public Service Commisalon on Aprll 1, 20047

A.  Yes, Gulf Power's fuel strategy In 2004 complied with the Risk
Management Plan, and the actual results achieved compared favorably
with the projected results in the plan. Supply of all fuel types and
associated transporiation to Quif's generating plants are sacured through
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What was the actual total cost (e.g., fees, commissions, option premiums,
futures gains and losses, swap settlements) associated with each type of
hedging instrument?

Schedule 2 of my exhibit conslists of a table of all naturaf gas hedge
transactions and associated costs. No fees, commissions, or option
premiums were paid. Guifs 2005 hedging program resulted in a net
financial gain of $22,528,387 (settiement gains less support costs from
lines 2 and 3 of Schedule A-1 December period-to-date).

Did fuel procurement actlvity during the peried In question follow Gulf
Power's Risk Management Plan for Fuel Procuremant filed with the
Florida Public Service Commission on April 1, 20057

Yes, Gulf Power’s fuel strategy in 2005 complied with the Rigk
Management Plan, and the actual results achleved compared favorably
with the projected resuits in the plan. Supply of ail fuel types and
associated transportation to Gulf’s generating plants are secured through
a combination of iong term contracis and apot purchase ¢rdera as
specified in the plan. The result was that GulPs gensrating plants had an
adequate supply of fuel available at all times to meet the electric
generation demands of its customers. Fuel cost volatility was mitigated by
compliance with the Risk Management Plan. In 2005, Guife average cost
of fuel consumed was $2.88 per MMBTU. This was 5.11% higher than
the original projection of $2.74 per MMBTU. However, the actual cost of
fuel was reduced to $2.73 per MMBTU when gas hedging and other fuel
cost crodits are considered. Guif wae able to hold per unit fusl costs to
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hedged was hedged using these financial instrumenis as reflected on
Schedule 2 of my exhibit.

What was the actual total cost (e.g., fees, commissions, option premiums,
futures gains and losses, swap settisments) assoclated with each type of
hedging instrument?

Schedule 2 of my exhibit consists of a table of all natural gas hedge
transactions and associated costs. No fess,.commissions, or option
premiums were palid. Gulf's 2006 hedging program resulted in a net
financial loss of $18,820,316 (hedging settlement costs plus support costs
from lines 2 and 3 of Schadule A-1, December period-to-date).

Did fuel procurement activity during the period in question follow Gulf
Power's Risk Management Plan for Fuel Procurement filed with the
Florida Public Service Commission on Aprl| 3, 20067

Yes, Guif Power's fuel strategy in 2008 complied with the Risk
Management Plan, and the actual results achleved compared favorably
with the projected results in the plan. Supply of all fuel types and
associated transportation to Gulif'e generating plants ars secured through
a combination of long term contracts and spot purchase orders as
specified in the plan. The result was that Gulfs generating plants had an
adequate supply of fuel available at all times fo meet the electric
generation demands of its customers. Fuel cost volatility was mitigated by
compliance with the Risk Management Plan. Since Gulf purchases
physical natural gas requirements at market price, the objective of the
financial hedging program is to reduce upside price risk to QuiPs
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What was the actual tolal cost (e.g., fees, commissions, option premiums,
futures gains and losses, swap seitiements) aseociated with each type of
hedging instrument for the period January 2007 through December 20077
Schedule 5 of my exhibit consists of a table of all natural gas hedge
transactions and associated costs. No fees, commissions, or option
premiums were paid. Gulf's 2007 hedging program resulted In a net
financial loss of $8,197,433 as shown on line 2 of Schedule A-1, period-
to-date, for the month of December 2007 included in Appendix 1 of
Witness Martin’e exhibit.

Wers there any other significant developments in Gulf's fuel procurement
program during the psriod?
No.

During the period January 2007 through December 2007 how did Gulf
Power Company’s recoverable fuel cost of power sold compare with the
projection?

Gulf's recoverable fuel cost of power sold for the period is ($142,153,994)
or 30.18% below the projected amount of ($203,587,000). Total kilowatt
hours of power sales ware (5,145,2265,509) KWH compared to estimated
sales of (5,676,099,000) KWH, or 8.35% below projections. The resulting
average fuel cost of power sold was 2.76 cents per KWH or 22.97% below
the projected amount of 3.58 cents per KWH. This information is from

Docket No. 080001-El 11 Witness: H. R. Ball
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Q.  What types of hedging instruments were used by Gulf Powsr Company,

and what type and volume of fuel was hedged by each type of
instrument?

A.  Natural gas was hedged primarily using financlal swaps that fixed the

price of gas to & certain price. The total volume of gas hedged using
financial swaps was 7,520,000 MMBTU. These swaps seitled against
either a NYMEX Last Day prics or Gas Daily price. Guif participated In
one option deal during the period for a total volume of 15,533 MMBTU.
Schedule 5 of my exhibit shows all natural gas hedge transactions
incurred since the mid-year hedging report was flled with the Commission
on August 14, 2008. The type of hedging instrument used for sach
transaction is shown on this exhibit,

Q. What was the actual total coet (e.g., fees, commissions, option premiums,

futures gains and losses, swap settiements) associated with each type of
hedging instrument for the period January 2008 through December 20087

A.  No fees, commiesions, or premiums were paid by Gulf on the financlal

swap hedge transactions during this period. An option premium of
$4,035.91 was paid for the one option transaction which resulied in a total
gain of $9,283.96 or a net gain of $5,248.05. Schedule 5 of my exhibit
also shows the assoclated costs that were incurred for each hedge
transaction since the mid-year haedging report was filed with the
Commission on August 14, 2008. Gulf's 2008 hedging program resulied
in a net financial loss of $1,737,726 as shown on line 2 of Schedule A-1,
period-ic-date, for the month of Decerber 2008 included In Appendix 1 of

Docket No. 090001-El 12 Witness: H. R. Bail
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Witness Dodd's exhibit.

Were there any other significant developmesnts in Guif's fuel procurement
program dising the period?
No.

During the peried January 2008 through December 2008 how did Guif
Power Compeny's racoverable fuel cost of power sold compare with the
projection?

Gulf's recoverable fuel cost of power sold for the period is ($130,680,405)
or 42.87% below the projected amount of (§229,165,000). Total kilowaltt
haours of power sales were (3,832,205,168) KWH compared to estimated
sales of (5,115,402,000) KWH, or 23.13% below projections. The
resulting average fuel cost of powsr sold was 3.3238 cents per KWH or
25.81% below the projected amount of 4.478@ cents per KWH. This
information ie from Schedule A-1, period-to-date, for the month of
December 2008 Included in Appendix 1 of Wiinese Dodd's exhibit.

What are the reasons for the difference between Guif's actual fuel cost of
power gokd and the projection?

The lower total credit to fue! expanse from power sales is aftributed to a
lower amount of KWH sold and lower raplacement fusi costs than originally
projected. Below budget prices for natural gas and a higher percentage of
sales from lower-cost coal-fired generation during off peak periods reduced
the fue! reimbursement rate (cents per KWH) pakd to Gulif for power sales.

Docket No. 090001-El 13 Witness: M. R. Ball
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38% of Guif's 26,579,547 MMBTU of actual gas bum for generation during
the period.

What types of hedging Instruments were used by Gulf Power Company,
and what type and volume of fuel was hedged by sach type of instrument?
Natural gas was hedged primarlly using financial swaps that fixed the
price of gas 0 a certain price. The total voiume of gas hedged using
financial swaps was 10,030,000 MMBTLS. These swaps settied against
either a NYMEX Last Day price or Gas Daily price. Schedule 5 of my
exhibit shows all natural gas hedge transactions incurred since the mid-
year hedging report was filed with the Commission on August 14, 2008.
The type of hedging instrument used for each transaction is shown on this
exhibit.

What was the actual total cost (e.g., lees, commissions, option premiums,
futures gaing and losses, swap settiements) assoclated with each type of
hedging instrument for the period January 2009 through December 20097
No fees, commissions, or premiums were paid by Gulf on the financial
swap hedge transactions during this period. Schedule 5 of my exhibit
also shows the associated costs that were Incurred for each hedge
transaction since the mid-year hedging reporn was filed with the
Commission on August 14, 2009. Guif's 2009 hedging program resulted
in a net financial loss of $51,282,251 as shown on line 2 of Schedule A-1,
period-to-date, for the month of December 2008 included in Appendix 1 of
Witness Dodd’s exhibit.
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What types of hedging Instruments were used by Gulf Power Company, and
what type and volume of fuel was hedged by each type of instrument?
Natural gas was hedged primarity using financial swaps that fixad the price of
gas to a certain price. The total volume of gas hedged using financial swaps
was 8,750,000 MMBTU. Theee swaps settied against either a NYMEX Last
Day price or Gas Daily price.

What was the actual total cost (e.g., fees, commissions, option premiums,
futures gains and losses, swap settiements) associated with each type of
hedging Instrument for the period January 2010 through December 2010?

No fees, commissions, or premiums were paid by Gulf on the financial swap
hedge traneactions during this period. Gul's 2010 hedging program resulted
in a net financial loss of $19,667,161 as shown on Ine 2 of Schedule A-1,
period-to-date, for the month of December 2010 inciuded in Appendix 1 of
Witness Dodd’s exhibit.

Was Gulf Power prudent in commencing and continuing fitigation against
Coalsales ll, LLC for breach of contract?

Yes. Guif Power prudently initiated and pursued Itigation against Coalsales II,
LLC {Coelsales} to reamedy Coalsales' default under its coal supply agreement
with Gulf based on the roasonable expectation that this litigation would resuk
in reduced fuel costs for Guifs retal customers. After informal efforts to
negotiate a reasonable settlement cf the coal supply contract dispute with
Coalsales failed, Gulf filed a complaint with the U.S. Diatrict Court for the
Nosthern District of Florida on June 22, 2008, (Schedule 5) against Coalsales

Docket No. 1100019-El 11 Whness: H. R. Ball
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What was the actual lotal cost {e.g., fees, commissions, option premiums, futures
gains and losses, swap settiements) associated with each type of hedging
instrument for the period January 2011 through December 20117

No fees, commissions, or premiums were paid by Gulf on the financial hedge
transactions during this period. Gulf's 2011 hadging program resulted in a net
financial loss of $15,444,523 as shown on line 2 of Schedule A-1, period-to-date,
for the month of December 2011 included in Appendix 1 of Witness Dodd’s
exhibit. The setflements of Gulf's swap contracts resulted in a net loss of
$15,135,963 and the seftlement of Gulf's opilion contracts resulted in a net loss of
$308,560 during the period.

What is the eurrent status of Gulf Power's litigation against Coaisales |l, LLC for
breach of contract?

As previously reporied, Guif fiiled a complaint with the 1U.S. District Coun for the
Northern District of Florida on June 22, 2006, against Coalsales for breach of
confract. On September 30, 2008, the court issued its order granting Gulf's
rotion for partlal summary judgment and denying Coalsales’ motion for summary
juggment on the breach of contract issue. The issue of Gulf's damages was
heard by the court without & jury in February 2010. On September 30, 2010, the
court issued an order initially naling in favor of Coalsales on the question of
damages. That order was later rescinded in response 1o Gulf's Motion to Alter or
Amend Judgment, or Altematively, for Rellef from Judgment. In July 2011, the
court granted Guif's motion afier finding that the cover coal purchaees by Guif in
2007 were reasonabie and scheduled another evidentiary hearing on August 25,
2011 to address the issue of Guif's 2007 cover damages. In September 2011

Dacket No. 120001-E| 1 Witness: H. R. Bail

Exhibit No.____TN-2
Page 91 of 134



Docket No. 150001-E|
104U Natural Gas Hedging
True-up Filings with the PSC

Exchi

BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

FUEL COST AND PURCHASED POWER COST
RECOVERY CLAUSE

PREPARED DIRECT TESTIMONY AND
EXHIBIT OF
H. R. BALL

Date of Filing: March 1, 2013
Docket No. 130001-El

GUI.FA
POWER

A SOUTHERN COMPANY

01083 WR-1 2

bit No.___TN-2
Page 92 of 134



10
11
12
13
14
15
16
17

18

Docket No, 150001-E.

10U Natural Gas Hedging
True-up Filings with the PSC

What types of hedging instruments were used by Gulf Power Company, and
what type and volume of fuel was hedged by each type of instrument?

Natural gas was hedged using a combination of financlal swap contracts that
fixed the price of gas to a certain price and option contracts. The oplion
contracts consisted entlrely of “costiess collars” which established a floor and
celling price between which the actual price would float. The option contracts
settie only if the actual NYMEX last day price was outside the bounds of the
collar. The fotal volume of gas hedged using financial swap contracts wes
23,550,000 MMBTU and the total volume of gas hedged using option contracts
was 2,660,000 MMBTU. These swaps settled against either a NYMEX Last Day
price or Gias Dally price.

What was the actual total cost (e.g., fees, commissions, option premiums, futures
gains and losses, swap settlements) associated with each type of hedging
instrument for the period January 2012 through December 20127

No fees, commissions, or premiums were paid by Gulf on the financial hedge
transactions during this period. Guifs 2012 hedging program resulted in a net
financiai loss of $32,865,554 as shown on line 2 of Schedule A-1, perlod-to-date,
for the month of December 2012 included in Appendix 1 of Witness Dodd's
exhibit. The settiements of Guif's swap contracts resulted in a net loss of
$30,798,584 and the settiement of Gulf's option contracts resulted In a net loss of
$2,086,970 during the period.
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What was the actual total cost (e.g., fees, commissions, option premiums,
futures gains and losses, swap settiements) assoclated with each type of
hedging instrument for the period January 2013 through December 20137
No faes, commissions, or pramiums were pald by Gulf on the financial
hedge transactions during this period. Gulf's 2013 hedging program
resulted in a net financlal loss of $14,654,888 as shown on line 2 ot
Schedule A-1, period-to-date, for the month of Decembar 2013 Iincluded in
Appendix 1 of Witness Dodd's exhibit.

Were there any other significant developments in Guifs fuel procurement
program during the period?
No.

During the period Jenuary 2013 through December 2013 how did Qulf
Power Company’s recoverabie fuel cost of powar sold compare with the
projection?

Gulf's recoverable fuel cost of power sold for the period is ($84.695,182)
or 0.56% above the projected amount of ($94,164,000), Total kilowatt
hours of power sales were (4,218,616,357) KWH compared to astimated
sales of (2,892,370,000) KWH, or 70.06% above projections. The
resulting average fuel cost of power sold was 1.9252 cents per KWH or
40.86% below the projected amount of 3.2558 cents par KWH. This
information & from Schedule A-1, petiod-to-date, for the month of
December 2013 included in Appendix 1 of Witness Dodd's exhibit.
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What was the actual total cost (e.g., fees, commissions, option premiums,
futures gains and losses, swap settlements) associated with each type of
hedging instrument for the period January 2014 through December 20147
No fees, commissions, or premiums were paid by Guif on the financlal
hedge transactions during this period. Gulf's 2014 hedging program
resulted in a net financial gain of $1,910,889 as shown on line 2 of
Scheduie A-1, period-to-date, for the month of December 2014 included in
Appendix 1 of Withess Boyett's exhibit.

Were there any other significant developments in Guif's fuel procurement
program during the period?
No.

During the period January 2014 through Decamber 2014 how did Gulf
Power Company's recoverable fuel cost of power sold compare with the
projection?

Gulf's recoverable fuel cost of power sold for the period is ($126,131,902)
or 38.48% above the projected amount of ($80,423,400). Tota! kilowatt
hours of power sales were (5,515,215,215) kWh compared to estimated
sales of (2,769,857,000) kWh, or 99.12% above projections. The resulting
average fuel cost of power sold was 2.2870 cents per kWh or 29.95%
below the projected amount of 3.2646 cents per kWh. This information is
from Schedule A-1, period-to-date, for the month of December 2014
included in Appendix 1 of Witness Boyett's exhibit.
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management report, which describkea the outcome of its
2002 risk wanagement a.ctivities. As that report
indicates, Tampa Electric's hedging activities during
2002 produced a net savings of 534.6 million for Tampa

Electric's customers.

Did the company conduct incremental hedging activities in

20027

Yes, the company hedged the price of natural gas in 2002,
using over-the-counter swaps in the wonths of July,

August and September.

What were the vresults of the company’s incremental

hedging activities?

Incremental mnatural gas hedging activities protected
Tampa EBElectric's customers from unforeseen increases in
the price of mnatural gas. The net coet of that
protection in 2002 wae a $203,500 loes when the

instrument prices were compared to market prices,
What were the costs associated with these transactions?

The transaction costs associated with the swaps were

4
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middle and back office structure consistent with industry
standard concepts and 5) began the acquisition and
implementation of a hedging information system,
Furthermore, the company utilized a variety of financial
hedging instruments including swaps, swing sewaps, collars

and cptiona.

What were the vresults of the company’s incremental

hedging activities?

The incremental hedging activities enhanced Tampa
Electric’s hedging processes, procedures, controls and
capabillities. As a result, natural gas hedging
activities protected Tampa Electric’'s customers from

price wvolatility on . of the natural gas used in the

company'’e plants.
What were the costs associated with these transactions?

The net cost of that price protection in 2003 was a
_ when the instrument prices were compared
to market prices on psettled positions. The transactiocn
costa associated with these transactions were embedded in

the commodity price of the natural gas.
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management report filed on April 1, 2005.

Did Tampa Electric implement a hedging information

system?

Yes, as planned Tampa Electric implemented Sungard’s
Nucleus Risk Management System (™Nucleus”) and booked the

firgt month of tramsactions in April 2004.

What capabilities does Nucleus provide?

Nucleus records all natural gas hedging transactions and
calculates risk management reports common to the
industry. In addition, Nucleus supports sound hedging
practices with its contract management separation of
duties, credit tracking, transaction limits, deal
confirmation, and business report generaticn functions.
The Nucleus system also records all physical natural gas
transactions. By consclidating physical traneactions and
financial natural gas hedging transactions into the
Nucleus system Tampa Electric hae improved contract,

credit management and risk exposure analysis.

What were the 1results of the company’s incremental
hedging activities in 20047
5
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A.

The incremental hedging activities enhanced Tampa
Electrie’s hedging processes, procedures, controls and
vapabllities. AB a result, natural gas hedging
activities protected Tampa Electric’s customers from
price volatility on 51 percent of the natural gas used in
the company’'s plants. The net result of natural gas
hedging activity in 2004 wae a savings of $8.4 million,
when the instrument prices were compared to market prices

on settled positions.

Did the «company use financial hedges for other

commodities in 20047

No, Tampa Electric did not use financial hedges for other
commodities because of its fuel mix. Historically, Tampa
Electric has primarily relied on coal as a boiler fuel.
The price of coal is relatively stable compared to the
prices of oll and natural gas. In addition, there are no
financial hedging instrumenta for the typea of ccal the
company uses. Tampa Electric consumes a small amount of
0il, making price hedging somewhat impractical; therefore
the company did not use financial hedges for oil. The
company did not use financial hedges for wholesale energy

transactions because a ligquid, published market does not

exigt in Florida.
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tracking, transaction limits, deal confirmation, and
business report generation functions. The Nucleus system
alsc records all physical natural gas transactions. By
congolidating physical transactions and financial natural
gas hedging transactions into the Nucleus system Tampa
Electric has improved contract, credit management and

risk expogure analysis.

What were the results of the company’s incremental

hedging activities in 20057

Tampa Electric’'s incremental natural gas hedging
activities protected customers from price volatility for
- of the natural gas used in the company’s
generating stations. The net result of natural gas
hedging activity in 2005 was a savings of $53.2 million,
when the instrument prices were compared to market prices

on settled positions.

Did the company use financial Thedges for other

comnodities in 200572

No, Tampa Electric did not use financial hedges for other
commodities because of its fuel mix. Historically, Tampa

Electric has primarily relied on cocal as a boiler fuel.

5
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arrangement with Bay Gas Storage. In 2006, Tampa
Electric implemented additional ©physical hedging for
natural gas by increasing storage capacity to 225,000
MMBtu. The storage provides Tampa Electric with improved
acceses to ‘“intraday’ natural gas to meet operational
needs, provides improved hurricane coverage, allowas the
company to cost-effectively manage swings in gae supply
needs during extreme weather conditions, weekends and

holidays.

Does Tampa Electric use a hedging information system?

Yes, Tampa Electric continues to use BSumngard’s Nucleus
Risk Management BSystem (“Nucleus”). Nucleus supports
sound hedging practices with ite contract management,
geparation of dutles, credit tracking, transaction
limits, deal confirmation, and business report generation
functiones. The Nucleus system records all financial
natural gas hedging transactions, and the system
calculatea risk management reports. Nucleus is also used
for contract, credit management and risk exposure

analysis.

What were the zresults of the company’s incremental
hedging activities in 20067
5
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Tampa Electric’s incremental natural gas hedging
activities protected customers from price volatility for
- of the natural gas used in the company's
generating stations. The net result of natural gas
hedging activity in 2006 was a loss of %54 million, when

the inatrument prices were compared to market prices on

settled positicns.

Did the company use financial hedges for other
commodities in 20067

No, Tampa Electric did not use financial hedges for other

commodities primarily because of its fuel mix.

Tampa Electric’s generation is comprised mostly of coal
and natural gas. The price of coal is relatively stable
compared to the prices of oil and natural gas, In
addition, financial hedging instruments for the primary
coal Tampa Electric burns, high sulfur Illinois Bagin

coal, do not exist.

Tampa Electric consumes a small amount of oil. However,
its low and erratic usage pattern makes price hedging of
oll consumption impractical; therefore, the company did

not use financial hedges for oil.
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generation functions. The Nucleus system records all
financial natural gas hedging transactions, and the
system calculates risk management reports. Nucleus is
also used for contract, credit management and risk

exposure analysis.

What were the results of the company’s incremental

hedging activities in 2007?

Tampa Electric’s incremental natural gas hedging
activities protected customers from price volatility for
- of the natural gas used in the company’s
generating statlions. The net result of natural gas
hedging activity in 2007 was a loss of 560 million, when
the instrument prices were compared to market prices on

settled positions.

pid the company use £financial hedges for other

commodities in 20077

No, Tampa Electric did not use financial hedges for

other commodities primarily because of its fuel mix.

Tampa Electric’s generation is comprised mostly of coal
and natural gas. Though the price of coal has

6
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effective in the pummer of 200B.
Does Tampa Electric use a hedging information system?

Yes, Tampa Electric continues to use Sungard’s Nucleus
Risk Management Bystem (“Nucleus”). Nucleus supports
sound hedging practices with its contract management,
separation of duties, credit tracking, transaction
limits, deal confirmation, and business report
generation functions. The MNucleus system records all
financial natural gae hedging transactions, and the
system calculates risk management reports. Nucleus is
also wuséd for contract, oredit management and risk

exposure analysim.

What were the resultes of the company’'s incremental

hedging activities in 20087

Tampa PBlectric’s incremental natural gas hedging
activities protected customers. from price volatility foxr
I percent of the natural gas used in the company’s
generating stations. The net result of natural gas
hedging activity in 2008 was a gain of approximately
$£18.1 million, whexn the instrument prices were compared

to market prices on settled positions.

5
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also used for contract, credit management and risk

exposure analysis.

What were the results of the company’s incremental

hedging activities in 20097

Tampa Electric’s incremental natural gas hedging
activities protected customers from price volatility for
. percent of the natural gas used in the company’s
generating stations. As previously menticned, The net
result of natural gas hedging activity in 2009 was a
loss of approximately $184 million, when the instrument
prices were compared to market prices on settled

positions.

Did the c¢ompany wuse financial hedges for other

commodities in 20097

No, Tampa Electric did not use financial hedges for

other commbdities primariiy because of its fuel mix.

Tampa Electric’s generation is comprised mostly of coal
and natural gas. Though the price of coal has
increased, it is relatively =stable compared to the
prices of oil and natural gas. In addition, financial

5
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Mobile, Alabama. All of these actions enhance the
effectiveness of Tampa Electric’s gas supply portfolio.

Does Tampa Electric use a hedging information system?

Yes, Tampa Electric continues to use Sungard’s Nucleus
Risk Management System (“Nucleus”), Nucleus supports
sound hedging practices with its contract management,
separation of duties, credit tracking, transaction
limits, deal confirmation and business report generation
furctions. The Nucleus system records all financial
natural gas hedging transactions, and the system
calculates risk management reports. Nucleus is also
used for contract, credit management and risk exposure

analysls.

What were the results of the company’s incremental

hedging activities in 20107

The net result of natural gas hedging activity in 2010
was a loss of approximately $68 million when the
instrument prices were compared to market prices on

settled positions.

Did the company use financial hedges for other

commodities in 20107

Page 118 of 134
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Unless otherwise indicated, the source of the data is
the books and records of Tampa Electric. The beoks and
records are kept in the regular course of business in
accordance with generally accepted accounting principles
and practices, and provisions of the Uniform System of

Accounts as prescribed by this Commission.

What were the results of Tampa Electric’'s risk

management activities in 20117

As outlined in Tampa Electric’s 2011 Hedging Activity
True-up, filed as an exhibit to this testimony, the
company fcllows a non-speculative risk management
strategy to reduce fuel price volatility while
maintaining a reliable supply of fuel. In particular,
Tampa Electric established a financial hedging program
to limit ite exposure to spikes in the price of natural
gas. Over time, this program has been enhanced as Tampa
Electric’s gas needs have evolved and grown. All
enhancements have been reviewed and approved by the

company’s Risk Authorization Committee.

The report indicates that Tampa Electric’s 2011 hedging
activities resulted in a net loss of approximately %34
million. Tampa Electric followed the plan objective of

3
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reducing price volatility while maintaining a reliable
fuel supply. A decrease in natural gas prices began in
the middle of 2008 due to lower demand as a result of
the recession as well as from increased supply from non-
conventional, shale gas production, Natural gas prices
continue to stay at & low price due to this supply
surplus and have been further reduced by mild

temperatures nationally.

Does Tampa Electric implement physical hedges for

natural gas?

No, Tampa Electric does not hedge natural gas pricing
through physical gas supply contracts. Bowever, Tampa
Electric does hedge its supply through diversification.
In addition to financial hedging, Tampa Electric uses a
variety of sources, delivery methods, inventory
locations and contractual terms to enhance the company’s
supply reliability and flexjbility to cost-effectively

meet changing coperational needs.

Tampa Electric continually pursues new creditworthy
counterparties and maintains contracts for gas supplies
from various regions and on different pipelines. The
company also contracts for pipeline capacity to access

4
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EXHBITNO._____ (BC-1)
DOCUMENT NO. 4
— PAGE 3 OF &
Tampa Elsctric
20%1 Naiural Gas Hedging Activity True-Up

WWWEMMMWMWMpm
m.rmmnmmmmmmmmmmwm
ceftainly during 2011. The iossos for 2011 are dus i & reduction in the price of
noiumal gas during 2011. mpmechdnemﬂmﬂmmyhyawmly
m-mmmmwmmmmmmdmmsm
reduced demand due o miid weather and cantinued aconomic weakness.

Thoﬂunuhphyshﬂnkbﬂnyufmum.ﬁmmﬁhchhhmhmmdm

neiumal gew etomge cepoblBties since summer 2005, In 2011, tha total storage

cepacly incrassed to 1,250,000 Mty The storage provides Tampa Electilc

mhpmuadamh'hﬂmdarnmrdmm:nwm need arisas,

provides improved humicane coverage, and can be used fo cost-effectivaly

mm“u;gs in gas supply nesds during exirema waather condifions,
a 2

Tempa Electric miso continuse to improve I physloal snooss to natural pes

[ | dive Bs re slong the Gulf Coast and oths
s N S

hwmwy.ﬂmnﬂl“ghgacﬁviﬂuhrnnﬂmlguwmamihud
m"m&m milfion In 2011; hmum';';rlmpa Eloctric was successful in

— price unceriminty and maintain supply reliabifity for customers for
beth B physionl and financial hedgas,
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What is the source of the data you present in your

testimony in this proceeding?

Unless otherwise indicated, the source of the data is
the books and records of Tampa Electric. The books and
records are kept in the regular course of business in
accordance with generally accepted accounting principles
and practices, and provisions of the Uniform System of

Accounts as prescribed by this Commission.

What were the results of Tampa Electric’s risk

management activities in 20127

As outlined in Tampa Electric’s 2012 Hedging Activity
True-up, filed as an exhibit to this testimeony, the
company follows a non-speculative risk management
strategy to reduce fuel price volatility while
maintaining a reliable supply of fuel. 1In particular,
Tampa Electric established a financial hedging program
to limit its exposure to spikes in the price of natural
gas, Over time, this program has been enhanced as Tampa
Electric’s g¢gas needs have evolved and grown. All
enhancements have heen reviewed and approved by the
company’s Risk Authorization Committee.

The report indicates that Tampa Electric’s 2012 hedging

3
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activities resulted in a net loss of approximately $61.5
million. Tampa Electric followed the plan objective of
reducing price volatility while maintaining a reliable
fuel supply. Natural gas prices declined in 2012 due to
lower demand as a result of the ongoing economic
downturn as well as from an abundance of natural gas

supply from non-conventional, shale gas production.

Does Tampa Electric implement physical hedges for

natural gas?

No, Tampa Flectric does not hedge natural gas pricing
through physical gas supply contracts. However, Tampa
Electric does hedge its supply through diversification.
In addition to financial hedging, Tampa Electric uses a
variety of sources, delivery methods, inventory
locations and contractual terms to enhance the company’s
supply reliability and flexibility to cost-effectively

meet changing operational needs.

Tampa Electric continually pursues new creditworthy
counterparties and maintains contracts for gas supplies
from various regions and on different pipelines. The
company alsc contracts for pipeline capacity to access
non-conventional shale gas production which is less

4
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REDACTED 2012 HEDGING ACTVITY TRUE-UP
EXHBITNO____(JBC-1)
DOCUMENT NO, 1
FAGE 3 OF 6
Tempa Electric
Natural Gas Risk Management Activities
Jamary 1, 2012 through December 31, 2012
TP | wecouariat | 00 | oo moton | Perent | Budget | Hedgw
“‘L Im"""" {MMBTU} | Hodged | Prica | Prie | BetiePrice
Jan-12 | Swaps | §{4.285540) | 3136407 =T
Feb-12 | Swaps |  5(5.182,010) 250912
Mar-12 | Swaps | $(4650960) 3107872 §245
A2 | Swape | 8(7,270405) 550,960 5210
May-13 { Sweps |  §(7.708,895) 6,310,671 §204
an12 | Swaps | $(7,164,500) 7.036.403 20
w12 | oen | as 11780 618527 2n
A2 | Savps | $is:405850) 5,808,105 $3.01
Bep-12 | bumpn | $(871.670) 5,904,744 28
Oct12 | Swmps | (4,050,300) 4373882 $2.02
Now12 [ Sweps | §(1744.870) 2714208
Deo12 | Sweps | 31406780} 345415
Total §61,516,120)

Consistent with Tampa Electric's non-speculative risk menagement plan
objeclive, Tampa Electric’s natural gss hedging pian provided price stabillty and
cartainty during 2012. The ksses for 2012 are due fo a reduction in the price of
natunal gas during 2012 The price decline was driven primarily by a supply
surplus due to higher supply from non-conventional production of shale gas and
reduced demand due fo mild weather and confinued economic weakness,

Tampa Eleclic maintains natural gas storage capacity of 1,250,000 MMBtu In
order i enhance Bs physical relisbiity of gas eupply. The storege provides
Tampa 'Eleclric with acoess 0 “nbaday” nafural gms when an
operaticnal nesd erlsss, provides Improved humoane coverage, and oan be used
io cost-effactively manage swinge In gas supply needs during extreme weather
conditions, weekends, holidays and unplanned power plant outages,

Tampa Electric also continues to improve s physical eccess fo natural gas
supply by diversifying #s recelpt paints along the Guif Cosst and other areas
when apporiunities arise.

In summary, financial hedging activities for natural gas resulted In & net loss of
approximately $61.5 million in 2012; however, Tampa Electric was successful in
reducing price unceriainty and maintaining fuel supply reliabllity for customers for
both s physical and financial hedges.
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What is the source of the data you present in your

testimony in this proceeding?

Unless otherwise indicated, the source of the data is
the books and records of Tampa Electric. The books and
records are kept in the regular course of business in
accordance with gemerally accepted accounting principles
and practices, and provisions of the Uniform System of

Accounts as prescribed by this Commission.

What were the results of Tampa Electric’s risk

management activities in 2013?

As outlined in Tampa Electric’s 2013 Hedging Activity
True-up, filed as an exhibit to this testimony, the
company follows a non-speculative risk management
strateqy to reduce fuel price volatility while
maintaining a reliable supply of fuel. In particular,
Tampa Electric established a financial hedging program
to limit customers’ exposure to spikes in the price of
natural gas. Over time, this program has been enhanced
as Tampa Electric’s gas needs have evolved and grown.
All enhancements have been reviewed and approved by the

company’s Risk Authorization Committee.
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The report indicates that Tampa Electric’s 2013 hedging
activities resulted in a net loss of approximately $3.3
million. Tampa Electric followed the plan objective of
reducing price volatility while maintaining a reliable
fuel supply. Natural gas prices declined in 2013 due to
lower demand as a zresult of the mild winter of
2012/2013, ongoing economic softness, and an abundance

of natural gas supply from non-conventional, shale gas

production.

Does Tampa Electric implement physical hedges for

natural gas?

No, Tampa Electric does not hedge natural gas pricing
through physical gas supply contracts. Tampa Electric
does hedge its natural gas supply through
diversification. Tampa Electric also physically hedges
its supply through the use of a variety of sources,
delivery methods, inventory locations and contractual
terms to enhance the company’s supply relisbility and
Flexibility to cost-effectively meet changing

operational needs.

Tampa Electric continually pursues new creditworthy
counterparties and maintains contracts for gas supplies

4
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Tampa Electric Company
Natural Gas Hedging Activities
Junuary 1, 2013 through Decamber 31, 2013

W MarcsoMaket oW coben  Pement Budget Hedge Setle
Cortract H:,’ga Savingsf{Loss) m‘% (MMBM)  Hoged Pdcs  Prics  Price

Jan-13 | Swap ($1.482,130)
Feb-13 | Swap | ($1,744,180)
Mar-13 | Swap |  ($828,170)
Apr13 | Swap | $1,127.045
May-3 | Gwap | $1,784,385
Jun-13 | Swap $1,902,130
Ju-13 | Swep | (§100,245)
Aug-18 | Swap | (§1,208,040)
Sep-13 | Swep ($710,690)
Oct13 | Swap |  ($571,980)
Nov-13 | Swep |  ($756,725)
Dec-13 | Swap ($268,670)

5362008 |
3,761,758
4,873,898
5474 303
6,500,554
4,281,850
5,820,244
6251411
4622882
3A467,202
3,243,907

§3.28
$343
$3.98
$4.15
$4.15
§3.1
$3.46
$3.57
$3.50
$3.80

Total ($3,256,370) 57,416,563 i

| 4355857 “$3.35

$3.62

Conslstent with Tampa Electric’s non-speculative risk managament plan
objeclive, Tampa Electric's natural gas hedging plan provided price stability and
certainty during 2013. For 2013, the calendar year net position for natural gas
hedges was slightly above the closing price of natural gas, resulling in a mark-to-
market net loss of $3.3 milllon. The closing price was less than the fixed hedge
price primarily due to a reduction in the price of natural gas during 2013, The
price decline wag driven primarily by a supply surplus due to higher supply from
non-conventional production of shale gas and reduced demand due to mild
westher and continued economic weakness.

Tampa Electric maintains natural gas storage capacity of 1,250,000 MMBtu in
order to enhance iis physical rellablity of gas supply. The storage provides
Tampa Electric with improved access fo “infraday” natural gas when an
operafional need arlses, provides improved hurricane coverage, and can be used
to cost-effectively managa swings In gas supply needs during extreme westher
oconctions, weekends, holidays and unplanned power plant outages.

Tampa Electric also confinues to Improve its physical access to natural gas

supply by diversifying iis receipt points along the Gulf Coast and other areas
when opportunities arise.

12
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direction and supervision. This report explains the
company’s risk management activities and results for the

calendar year 2014.

What is the source of the data you present in your

testimony in this proceeding?

Unless otherwise indicated, the source of the data is
the books and records of Tampa Electric The boocks and
records are kept in the regular course of business in
accordance with gemerally accepted accounting principles
and practices, and provisions of the Uniform System of

Accounte as prescribed by this Commizsion.

What were the results of Tampa Electric’s risk

management activities in 20147

As outlined in Tampa Electric’s 2014 Hedging Activity
True-up, filed as an exhibit to this testimony, the
company follows a non-speculative risk management
strategy to reduce fuel price volatility while
maintaining a reliable supply of fuel. In particular,
Tampa Electric established a financial hedging program
te limit customers’ exposure to spikes in the price of
natural gas. Over time, this program has been enhanced

3
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as Tampa Electric¢’s gas needs have evolved and grown.
All enhancements have been reviewed and approved by the

company’s Risk Authorization Committee.

The report indicates that Tampa Electric’s 2014 hedging
activities resulted in a net gain of approximately $15.6
million. Tampa Electric followed the plan objective of
reducing price volatility while maintaining a reliable
fuel supply. Natural gas prices increased in early 2014
ag a result of the significant inclement weather and
resulting impact on coal deliveries and inventories
during the winter of 2013/2014. Following that rise,
the continuing abundance of natural gas supply from non-
conventional, shale gas production has allowed natural

gas prices to decrease again.

boes Tanmpa Electric implement physical hedges Ffor

natural gas?

No, Tampa Electric does mnot hedge natural gas pricing
through physical gas supply contracts. Tampa Electric
does hedge its natural gas supply through
diversification. Tampa Electric also physically hedges
its supply through the use of a variety of sources,
delivery methods, inventory locations and contractual

4
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DOCUMENT NOQ., 1
PAGE 3 OF
Tampa Elgetric Company

Natural Gas Hodging Activities
January 4, 2014 through December 31, 2014

a1 Realized Heded  Consunpion Percent Budget Hedge Sette
Hogge  GeinfLoss (MMpi) (MMB)  Hedged Prics Pie Price

January2014 | Swep | $1,087,285 3,388,832 $441 |
February 2014 | Swap $4,942,700 3,167,828 $5.58
March2014 | Swap | $2,232,670 4,603,963 $4.86
Aprl 2014 | Swap $1,791,450 4973592 $4.58
May2014 |Swap | $2,668,620 5,630,263 $4.60
June2014 | Swap | §2677.180 5480318 $4.62
Juy2014 | Swap | §1p03555 6467277 §4.40
August 2014 | Swap ($382,010) 597,283 $3.81
Seplember 2014 | Swap ($770,010) 5411,080 $3.96
Ociober 2014 | Swap $43,200 4,697 477 $3.98
November 2014 | Swap {$808,815) 2,776,258 $3.73
December 2014 | Swap $347,750 2,536,561 5428 |

$15,816,786 54,096,748 [

Consistent with Tampa Electric's non-speculative risk management plan
objective, Tampa Electric’s natural gas hedging plan provided price stability and
certainty during 2014. For 2014, the calendar year net posiion for natural gas
hedges was slightly balow the closing price of natural gas, resulting in a mark-to-
market net galn of $16.6 million. The closing price was above the fixad hedge
price primarily due {o an increase in demand for natural gas following the colder
than normal weather for the winter of 2013/2014.

Tampa Electric maintains natural gas storage capacity of 1,500,000 MMBtu in
order to enhance its physical reliability of gas supply. The storage provides
Tampa Electric with improved access to “intraday” natural gas when an
cperational need arises, provides improved hurricane coverage, and can be used
to cost-effectively manage swings in gas supply needs during extreme weather
conditions, weekends, holldays and unplanned power plent outages.

Tampa Electric also continues to improve its physical access to natural gas
supply by diversifying its receipt points along the Gulf Coast and other areas
when opportunities arise.

In summary, financial hedging activities for natural gas resulted in a net gain of
approximately $15.6 milion in 2014; more Importantly, Tampa Electric was

11
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re: Fuel and purchased power cost recovery | DOCKET NO. 150001-EI
clause with generating performance incentive
factor, | DATED: September 11, 2015

DUKE ENERGY FLORIDA’S AMENDED RESPONSE TO
CITIZENS’ FIRST SET OF INTERROGATORIES (NOS. 1-13)

Duke Energy Florida, LLC (“DEF”), amends its response to the Citizens of the State of
Florida, through the Officé of the Public Counsel’s (“Citizens” or “OPC”) First Set of

Interrogatories to DEF (Nos. 1-13), specifically question 2 as follows:

GENERAL RESPONSES AND OBJECTIONS
DEF incorporates and restates its General Responses and Objections to Citizen’s First Set

of Interrogatories (Nos. 1-13), filed on May 12, 2015, as if those responses and objections were

fully set forth herein.

Annual and cumulative hedging results

2. For each of the years from 2002 through 2014, what was the annual gain or loss on each
type of commodity hedged by the Company (refcrenced in the Company’s answer to
Interrogatory No. 25), as part of this response, what was the total net annual gain or loss
for all the commodities hedged during that year? Please respond using a table format

similar to the one below and add additional columns for hedged commodities.

Natural Gas oil fier Total Net Hedging
Gain (loss) | Gain (loss) | Commodities Gain (10ss)
Gain (loss)
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2002

2003

2004

2005

2006

2007

2008

2009

2010

2011

2012

2013

2014

Total

Answer:

DEF restates and incorporates its objections to this request filed on May 12, 2015.
Subject to and without waiving these objections, please see an amended

attachment bearing bates number DEF-15FL-FUEL-00267.
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Docket No. 150001

DEF's Amended Response to OPC's 1st Rogs {1-13)

Q2
DEF-15FL-FUEL-00267
River Barge/Rail
Natural Gas #6 Oll #2 Ofi Fuei Surcharge |Natural Gas Storage| Total Net Hedging
Savings (Cost) Savings (Cost) Savings (Cost) Savings {Cost) Savings {Cost) Savirgs (Cost)
See Note 2 See Note 1
2002 ($2,098,791) ($1,533,222) 50 50 50 (63,632,013}
2003 519,772,126 ($1,229,174) $0 50 S0 $18,542,952
2004 $51,068,145 ($758,433) 50 $0 S0 $50,309,712
2005 $121,672,401 $70,386,665 40 s¢ 50 $192,059,066
2006 $62,066,818 $58,530,042 ($1,606,710) 50 50 $118,993,150
2067 {$34,399,955) $18,382,023 $943,446 $0 30 (515,074,486)
2008 $115,935,706 $106,527,933 $13,035,558 50 3,268,288 $239,767,495
2009 {5556,749,474) {517,029,960) (39,937,473 50 (5478,125) {$583,595,032)
2010 {$285,863,553) $3,400,207 $783,615 {$237,316) {$13,125) {$281,930,172)
2011 {$249,882,264) 54,356,425 $3,044,674 $2,240,474 $6,750 {$231,233,941)
2012 ($351,321,61C) $4,456,315 $382,080 $908,953 {$205,913) {$345,780,175)
2013 {$140,907,108) (%) {$213,675) {$215,072) $25,575 {§141,314,280)
2014 {$27,741,075) 50 {$133,341) {6594,097) 53,225 {$28,465,288)
Note 1:

DEF Is revising its response to OPC's First Set of Interrogatories question 2. The Natural Gas Storage amounts have been rernoved from the Natura! Gas Savings (Cost) totals
for the years 2008 through 2014 and placed In a column called Natural Gas Starage Savings {Cost). The Tota] Net Hedging Savings {Cost] totals for this table have naot chenged.

Tha Natural Gas Storaga amounts wera moved to tha Natural Gas Storaga Savings Cost Column and wera includad In DEF's original rasponse submitted on May 26, 2015,
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION
In re: Fuel and purchased power cost recovery | DOCKET NO. 150001-EI
clause with generating performance incentive
factor.

DATED: June 8, 2015

DUKE ENERGY FLORIDA’S RESPONSES TO
CITIZENS’ FIRST SET OF INTERROGATORIES (NOS. 1-13)

Duke Energy Florida, Inc. (“DEF”), responds to the Citizens of the State of Florida,
through the Office of the Public Counsel’s (“Citizens” or “OPC”) First Set of Interrogatories to

DEF (Nos. 1-13), specifically question 5 as follows:

GENERAL RESPONSES AND OBJECTIONS

DEF incorporates and restates its General Responses and Objections to Citizen’s First Set
of Interrogatories (Nos. 1-13), filed on May 12, 2015, as if those responses and objections were

fully set forth herein.

5. Based on the financial or physical hedging positions the Company currently
maintains, and in light of the recent forecasted decreases in the price of natural gas,
(See e.g., DUKE’s March 25, 2015 Petition for Mid-Course Correction) and the most
current forward curves utilized by the Company in its day-to-day business:

a. Does the Company anticipate reporting a hedging gain or loss for the first quarter of
2015, and if so, what is the projected amount of the anticipated hedging gain or loss?

Answer:
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DEF is estimating a net hedge cost of approximately of $36.5 million for the first
quarter of 2015.

b. Does the Company anticipate reporting hedging a gain or loss for calendar year 2015,
and if so, what is the projected amount of the anticipated hedging gain or loss?
Answer:

DEF is estimating a net hedge cost for the calendar year of 2015 of approximately
$196.9 million based on May 4, 2015 closing market prices.
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AFFIDAVIT

STATE OF NORTH CAROLINA

COUNTY OF MECKLENBURG

Before me, the undersigned authority, on this &S Y dayof M 0\\/]
2015, personally appeared JOSEPH MCCALLISTER, who

(X) is personally known to me, or

() produced

as identification and who,
acknowledged before me that he provided the answers to Interrogatory Numbers 1, 2, 4 and 5 of

Citizens’ First Set of Interrogatories to Duke Energy Florida, Inc.(Nos. 1-13) in Docket No.

150001-EI and the responses are true and correct to the best of his knowlegdge.

iy
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State of Noxth Carolina
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Florida Power & Light Company’s
Responses to

Cffice of Public Counsel’s

Fourth Set of Interrogatories Nos. 26, 29
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re: Fuel and purchase power cost recovery | Docket No: 150001-EI
clause with generating performance incentive
factor | Date: May 26, 2015

FLORIDA POWER & LIGHT COMPANY’S RESPONSES TO THE OFFICE
OF PUBLIC COUNSEYL’S FOURTH SET OF INTERROGATORIES (Nos. 25-37)

Florida Power & Light Company (“FPL”), pursuant to Rule 1.340, Florida Rules of Civil
Procedure, Rule 28-106.206, Florida Administrative Code, Order No. PSC-15-00%96-PCO-E],
and Amended Order No. PSC-15-0169-PCO-EI, submits the following Objections and
Responses to the Citizens of the State of Florida, through the Office of Public Counsel’s
(“OPC”) Fourth Set of Interrogatories (Nos. 25-37).

1. FPL adopts and incorporates by reference, as though fully restated herein, all
general objections and specific objections set forth in its Objections to OPC’s Fourth Set of
Interrogatories (Nos. 25-37) dated May 13, 2015. FPL’s responses are without waiver of those
prior objections.

2. Attached hereto are FPL’s answers to OPC’s Fourth Set of Interrogatories (Nos.
25-37), consistent with its prior objections, together with the affidavits of the person providing

the answers.
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Respectfully submitied this 26th day of May 2015.

2384440

R. Wade Litchfield, Esq.

Vice President and General Counsel
John T. Butler, Esq.

Assistant General Counsel-Regulatory
Maria J. Moncada, Esq.

Principal Attorney

Florida Power & Light Company
700 Universe Boulevard

Juno Beach, FL 33408

Telephone: (561) 304-5795
Facsimile: (561) 691-7135

By: _s/ Maria Jose Moncada
Maria Jose Moncada
Fla. Bar No. 0773301
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Florida Power & Light Company
Docket No. 150001-E1

OPC’s 4th Set of Interrogatories
Interrogatory No. 26

Page 1 of 1

Annual and cumulative hedging results

For each of the years from 2002 through 2014, what was the annual gain or loss on each
type of commodity hedged by the Company (referenced in the Company’s answer to
Interrogatory No. 25), as part of this response, what was the total net annual gain or
loss for all the commodities hedged during that year? Please respond using a table
format similar to the one below and add additional columns for hedged commodities.

Please refer to the FPL Hedging Results table, Attachment I, included in response to this
request.
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Florida Power & Light
Docket No, 150001-E]
OPC's 4th Set of interropatoriss
Altechment |, Interrogstory No. 26
Page1¢f

FPL HEDGING RESULTS
Natural Gas Heavy Oil Electricity | Total Hedging
Gain{Loss) Gain{Loss) Gain(Loss) Gain(Loss)

2002 15,100,709 31,484,206 689,576 47,274,491
2003 (19,352,985) 26,547,034 5,094,480 12,288,529
2004 156,275,728 53,360,782 3,864,571 213,501,081
2005 488,815,538 102,249,149 3,363,088 594,427,775
2006 (487,636,397) | (52,001,140) 0 (539,637,537)
2007 {918,863,078) | (82,325,643) 0 {1,001,188,721)
2008 100,709,736 267,554,705 0 368,264,441
2009 | (1,660,695,829) | (62,901,236) 0 (1,723,597,065)
2010 (509,147,046) 8,917,158 0 (500,229,888)
2011 (404,239,340) 16,580,894 0 (387,658,446)
2012 (671,819,795) 2,677,666 0 (669,142,129)
2013 18,253,045 (710,650) 0 17,542,395
2014 116,639,265 0 0 116,639,265




Docket No, 150001-E1

IQU Natural Gas Hedging Results as
Reported in Discovery

Exhibit TN-3

Page 15 025

Florida Power & Light Company
Docket No. 150001-EX

OPC’s 4th Set of Interrogatories
Interrogatory No. 29

Page1of 1

Based on the financial or physical hedging positions the Company currently maintains,
and in light of the recent forecasted decreases in the price of natural gas, (See e.g.,
FPL’s March 25, 2015 Petition for Mid-Course Correction) and the most current
forward curves utilized by the Company in its day-to-day business:
a. Does the Company anticipate reporting a hedging gain or loss for the first quarter
of 2015, and if so, what is the projected amount of the anticipated hedging gain or
loss?
b. Does the Company anticipate reporting hedging a gain or loss for calendar year
2015, and if so, what is the projected amount of the anticipated hedging gain or loss?

a. Due to the recent decline in natural gas prices, FPL anticipates reporting hedging costs of
approximately $81,978,525 for the first quarter of 2015. At the same time, FPL’s strategy
of hedging only a portion of the projected natural gas burn has provided the opportunity
for customers to benefit from these price decreases in the marketplace. Customers are
currently benefitting from the Company’s unhedged natural gas purchases, executed at
comparatively low prices so far this year.

b. Based on the May 18, 2015 Henry Hub natural gas forward curve, FPL currently projects
to report hedging costs of approximately $382 million for 2015.
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AFFIDAVIT
STATE OF FLORIDA )
COUNTY OF PALM BEACH )

I hereby certify that on this 2k day of May 2015 before me, an officer duly authorized
in the State and County aforesaid to take acknowledgments, petsonally appeared Gerard J. Yupp,
who is personally known to me, and he acknowledged before me that he provided the answers to
interrogatory number(s) 25 through 26 and 28 through 29 from CITIZENS FOURTH SET OF
INTERROGATORIES TG FLORIDA POWER & LIGHT (NOS.'ZS-ST) iti Docket No.
150001-EI, and that the responses are true and comect based on his personal knowledge,

Gerard J. sugp

In Witness Whereof, I have hereunto set my hand and seal in the State and County

aforesaid as of this 2% day of May, 2015.

(s fDhedd ez

Notary Puhlic B
State of Forida, at Larg

My Coriimission. Expires:

# T B =W

% MARITZA MIPANDA WISE

Y COMMISBION & FF ch2ess
et EXPIHES: May 80, 2017 (R
¥ Bonded Thru Notary Pubilo Undessiien. {1

L = T U N
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Gulf Power Company’s Responses to
Office of Public Counsel’s

First Set of interrogatories Nos. 2, 5
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re: Fuel and Purchased Power Cost Recovery) Docket No. 150001-El
Clause with Generating Performance )
Incentive Factor. B

GULF POWER COMPANY'S RESPONSES TO
CITIZENS' FIRST SET OF INTERROGATORIES (NOS. 1-13)

GULF POWER COMPANY (“Gulf Power”, “Gulf”, or “the Company”), by and
through its undersigned counsel, hereby submits the Company’s responses to
Citizens’ First Set of Interrogatories (Nos. 1-13) on the following pages.

Respectfully submitted by electrontc mail the 22nd day of May, 2015.

v S

FFREY A. STONE
Florida Bar No. 325953
RUSSELL A. BADDERS
Florida Bar No. 007455
STEVEN R. GRIFFIN
Flotida Bar No. 0627569
BEGGS & LANE
P. 0. Box 12950
Pensacola FL 32591-2950
{(850) 432-2451
Attornays for Gulf Power Company
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Citizens’ First Set of Interrogatories
GULF POWER COMPANY

Dacket No. 150001 -El

May 22, 2015

item No. 2

Page 1 of 1

Annual and cumuiative hedging results

2. For each of the years from 2002 through 2014, what was the annual gain or loss
on each type of commodity hedged by the Company (referenced in the Company’s
answer to Interrogatory No. 25), as part of this response, what was the total net
annual gain or loss for all the commodities hedged during that year? Please
respond using a table format similar to the one below and add additional columns

for hedged commodities.
ANSWER:
Other Total Net
Natural Gas Oil Commodities Hedging
Gain $(Ir:»ss) Gain sgloss) Gain éloss) Gain éloss)
2002 238,750 n‘a nfa 238,750
2003 4,862,077 n/a n/a 4,862,077
2004 6,652,157 nfa n/a 6,652,157
2005 22 571,976 n/a n/a 22,571,976
2006 (18,714,562) n/a n/a {18,714,562)
2007 {(9,197,433) na na (9,197,433)
2008 (1,737,726) n/a nfa (1,737,726)
2009 {651,232,251) n/a n/a (51,232,251)
2010 (19,667,161) nfa n/a (19,667,161)
| 2011 (15,444,523) n/a n/a (15,444,523)
2012 (32,865,564} n/a n/a (32,865,554)
2013 (14,654,866) n/a n/a (14,654,866)
2014 1,910,889 n/a n/a 1,910,889
Total (127,278,227) n/a n/a (127,278,227)
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Citizens' First Set of Interrogatories
GULF POWER COMPANY

Docket No. 150001-El

May 22, 2015

item No. 5

Page 1 of 1

Based on ihe financial or physical hedging positions the Company currently

maintains, and in light of the recent forecasted dec¢reases in the price of natural

gas, (See e.g., GULF's March 25, 2015 Petition for Mid-Course Correction) and
the most current forward curves utilized by the Company in its day-to-day
business:

a. Doss the Company anticipate reporting a hedging gain or loss for the first
quarter of 2015, and If so, what is the projected amount of the anticipated
hedging gain or loss?

b. Does the Company anticipate reporting hedging a gain or loss for
calendar year 2015, and if so, what is the projected amount of the
anticipated hedging gain or loss?

ANSWER:

a,

Gulf reported a net hedging loss of $10,675,160 for the first quarier of
2015, -

Gulf anticipates reporting a net hedging loss for calendar year 2015. As of
March 31, 2015 the projected hedging loss for 2015 was $43,981,755.
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AFFIDAVIT

STATE OF FLORIDA ) Docket No. 150001-El
)
COUNTY OF ESCAMBIA )

Before me the undersigned authority, personally appeared Susan D. Ritenour,
Corporate Secretary, Treasurer, and Corporate Planning Manager of Guif Power
Company, and who on behalf of said corporation, being first duly sworn, deposes, and
says that pursuant to Rule 1.340(a), Florida Rules of Civil Procedure, she verifies that
the foregoing answers to the interrogatories are submitted on behalf of said corporation,
and that the foregoing constitute true and correct answers to the bast of her knowladge,
information, and belief based on the information provided by others in the course of

business. She is personally known to me.

Q.@éﬁm

usan D. Ritenour
Carporate Secretary, Treasurer and
Corporate Planning Manager

Sworn to and subscribed before me this 9@% day of (_/V(W , 2015.

i i 6-\
Mol (. Hoowe M .
S UELISSAA DARNES

Notary Public, State of Florida at Large , E % 1Y COMMISSION ¢ EE 150873

EXPIRES: Docomber 17, 2015
gk Bonted They Budget Notay Servoes
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Tampa Electric Company’s Responses to
Office of Public Counsel’s

First Set of Interrogatories Nos. 2, 5
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BEFORE THE

FLORIDA PUBLIC SERVICE COMMISSION

{n re: Fue! and Purchased Power )
Cost Recovery Clause with )
Generating Performance Incentive }
Factor )

DOCKET NO. 150001-El
FILED: MAY 26, 2015
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ANSWERS TO FIRST SET OF INTERROGATORIES (NOS. 1-13)
OF

OFFICE OF PUBLIC COUNCIL

Tampa Electric files this its Answers to Interrogatories (Nos. 1-13)
propounded and served on April 23, 2015 by the Florida Public Service

Commission Staff.
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FILED: MAY 26, 2015

For each of the years from 2002 through 2014, what was the annual gain or loss
on each type of commodity hedged by the Company (referenced in the
Company’s answer to interrogatory No. 25}, as part of this response, what was
the total net annual gain or loss for all the commodities hedged during that year?
Please respond using a table format similar to the one below and add additional
columns for hedged commaodities.

Other
Commodities
Gain (loss)

Natural Gas Oil
Gain (loss) Gain (loss)

Total Net Hedging
Gain (loss)

2002

2003

2004

2005

2006

2007

2008

2009

2010

2011

2012

2013

2014

Total

A.

The requested information is provided in the table on the following page. Tampa
Electric does not use financial hedges for oil or other commodities.
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. Other .
'Gain (oss) | Gain (oss) | Cmmodities | oG I COCKne
Gain (loss)

2002 ($203,500) 0 0 ($203,500)
2003 ($2,758,028) 0 0 ($2,758,028

2004 $8,413,170 0 0 $8,413,170
2005 $53,231,770 0 0 $53,231,770
2006 | ($54,482,120) 0 0 ($54.482,120)
2007 | ($59,691,520) 0 0 {$59,691,520)
2008 318,147,375 0 0 $18,147,375
2009 |($193,185,985) 0 0 ($193,185,985)
2010 [ ($67.840,710) 0 0 ($67,840,710)
2011 | ($33,889,480) 0 0 ($33,889,480)
2012 | {$61,518,120) 0 0 {$61,518,120)
2013 ($3,256,370) 0 0 {$3,256,370)
2014 $15,615,785 0 0 $15,615,785
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Based on the financial or physical hedging positions the Company currently
maintains, and in light of the recent forecasted decreases in the price of natural
gas, (See e.g., TECO’s March 25, 2015 Petition for Mid-Course Correction} and
the most current forward curves utilized by the Company in its day-to-day
business:

a. Does the Company anticipate reporting a hedging gain or foss for the first
quarter of 2015, and if so, what is the projected amount of the anticipated
hedging gain or loss?

b. Does the Company anticipate reporting hedging a gain or loss for calendar
year 2015, and if so, what is the projected amount of the anticipated
hedging gain or [oss?

a. Tampa Electric did not file a petition for mid-course correction on March
25, 2015, as the question states. For the first quarter of 2015, Tampa
Electric expects a loss of $8,365,645.

b. Based on the closing prices of the New York Mercantile Exchange natural
gas futures contracts for January 2015 through December 2015, the
current hedges have a projected cumulative mark-to-market loss of
$23,168,465. However, the ultimate settle price for each month may be
higher or lower than the current closing price, and the company will not
know the actual impact until the end of the year.
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STATE OF FLORIDA )
)
COUNTY OF HILLSBOROUGH )

Before me the undersigned authority personally appeared Penelope Rusk who
deposed and said that she is a Manager, Rates, Tampa Electric Company, and that the
individuals [listed in Tampa Electric Company's response to OPC's First Set of
Interrogatories, (Nos. 1-13) prepared or assisted with the responses to these

interrogatories to the best of her information and bellef.

Dated at Tampa, Florida thiszé_ﬂ day of May, 2015.

ﬁﬁﬂdfﬂcﬁmﬁé

Swom to and subscribed before me this é day of May, 2015.

‘pﬂ Notary Public State of Flodds
H » Tison (2 Vega
J Ny Cocwmasion EE 168415

P . Expires 02012018
My Commission expires _faassasmnanandsnss :






