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DIRECT TESTIMONY 

OF 

TARIKNORIEGA 

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. I 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 



l the folorida Public Service Commission ("PSC" or "Commission"), where [ was 

2 responsible for evaluating electric utility load forecasts and reporting findings and 

3 conclu~ions during electric utility ten-year site plan reviews and power plant need 

4 detennination proceedings. 1 also participated in several uudits, de~iigned consumer 

5 surveys, developed policy analysis projects, made presentations to the Commissioners, 

6 represented the agency in federal proceedings, and served as a bilingual (Spanish 

7 language) media liaison. 

8 

9 In 2005, I was hired as an Economist by the Florida House of Representatives, where I 

I 0 prepared bill analyses, tracked revenues and the fiscal impacts of legislation, 

11 participated in the Revenue Estimating Conference ("REC''} process, analyzed 

I 2 economic trends, reviewed all relevant economic forecasts, and was a lead analyst in 

13 addressing emergency management, property tax., and local tax issues. In addition, I 

14 worked in the appropriations process and made recommendations regarding the PSC's 

15 budget. 

16 

17 In 2011, 1 began employment as a Research Economist in the Office ofTa..'< Research 

18 at the Florida Department of Revenue, where I was the lead analyst in developing state 

19 docwnentary stamp ta..'< and intangibles tax tbrecasts for the REC. l also prepared fiscal 

20 impacts tbr the REC and assisted in the development of the state's ad valorem tax 

21 forecast. 
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Q. 

A. 

II. 

Q. 

A. 

Q. 

A. 

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 ofFlorida~s utility customers. 

HAVE YOU PREVIOUSLY FILED TESTIMONY IN PROCEEDINGS 

BEFORE THE COMMISSION? 

No, I have not. 

TESTIM:ONY 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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A. 

Q. 

A. 

Q. 

A. 

WHAT MATERIALS DID YOU REVIEW AND RELY UPON FOR YOUR 

TESTIMONY? 

As part ofthis year's Fuel and Purchased Power Co~t Recovery Clau~e with Generating 

PerfOimance Incentive Factor Docket ("Fuel Adjustment Clause" or "i'ucl 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 doe~ not hedge natural gas. I also reviewed prior Commission Fuel 

Adjustment Clause orders and hedging orders, and other infom1ation available in the 

public domain. When relying on various sources, 1 have referenced such sources in my 

testimony and/or attached the~e ~ources as Exhibiw. 

WHAT IS THE PERIOD THAT YOU REVIEWED IN EVALUATING THE 

COMP Al\lES' NATURAL GAS HEDGING Fn.INGS? 

I reviewed data for calendar years 2002 to 2014 and the 2015 projt~~,itld data. 

DO YOU SPONSOR ANY EXHIBITS IN SUPPORT OF YOUR TESTn\'IONY? 

Yes, I am sponsoring three Exhibits. Exhibit No. __ (fN-l) includes my resume. 

Exhibit No. __ (TN-2), titled "IOU Natural Gas Hedging True-up Fil~ with the 

PSC", provides excerpts of tb.e Companies' 2002-2014 natural gas hedging true-up 

filings. Exhibit No. __ (TN -3}, titled "IOU Natural Gas Hedging Results as Reponed 
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19 

in Discovery", provides the Companies' responses to OPC's discovery regarding 

natural gas hedging gains/losses for 2002-2014 and the 2015 projecu:d gains/losses. 

Q. HOW IS \'OUR TESTIMONY ORGANIZED? 

A. 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 lOUs' natural gas hedging gains 

and losses since 2002. 

Section VI provides my conclusion. 

m. FUEL ADJUSTMENT CLAUSE BACKGROUND 

Q. WHAT IS THE FUEL ADJUSTMENT CLAUSE? 

A. The Fuel Adjustment Clause is a mechanism used by the Commission that allow~ the 

IOUs to recover "(p)l'udently incurred fossil fuel-related expenses ... "• 

1 Order No. 14546, issued July 8, 1985, in Docket No. 850001-EI-B, In re: Cost Recovery Methods for Fuel­
Related Exoenses, p. 2. 
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Q. 

A. 

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.2 

ARE UTILITIES ALLOWED TO PROFIT ON THE FUEL COSTS 

RECOVERED THROUGH THE FUEL ADJUSTMENT CLAUSE? 

No. As recognized in Order No. 6357, issued in 1974,"[i]t should be emphasized that 

a utility does not make a profit on its fuel costs."3 

2 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, p. 6. See also footnote No. 15 of this Order for an additional 
description of the purpose of the Fuel Adjustment Clause, p. 8. 

3 Order No. 6357, issued November 26, 1974, in Docket No. 74680-CI, In re: General Investigation of Fuel 
Adjustment Clauses of Electric Companies, p. 2. 
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A. 

Q. 

A. 

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 jwi.sdiction over regulated electric utilities, 

and has evolved over the past 90 years.4 

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.5 

That fuel adjustment mechanism changed in 197 4 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 oil.6 Following an Attorney General Opinion which stated ''that the practice of 

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

4 See Order No. 6357 at 2; see also Order No. PSC.ll-0080-PAA-EI at 6. 

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

6 ld.; 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. 7 At this hearing, a stipulation was approved 

that provided for a monthly hearing for all fuel adjustment clauses. 8 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.9 

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 1980.10 

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.U 

7 Order No. PSC~ll~0080~PAA~EI at 6. 

8 ld. 

9 Id. 

10 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. 

11 Id.; see also Order No. 9451, issued July 15, 1980, in Docket No. 800119-EU, In re: Petition ofFlorida Power 
Comoration 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."12 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. 13 

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. 14 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. 

13 Order No. PSC-98-0691-FOF-PU, issued 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 Clause. Capacitv 
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. 

14 Id.,p. 2. 
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Q. 

A. 

hearings."15 Also, the Commission stated that this change was "in the public interest" 

for the following reasons: (1) an annual fuel heMing will reduce the number ofhearings 

days per year rcsCIVed for the fuel clause; (2) mid-course corrections may occur less 

frequently; liJ!d (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 volntile and a higher probability exists that monthly over­

recoveries and Ullder-recoveries will be offset between annual fuel clause hearings. 

Hence, midcourse (sic) corrections may occur less frequently than previously 

sunnised."'6 

WHAT IS A MID-COURSE CORRECTION? 

A mid-course correction is a mechanism set furth by ~ Commi~sion rule adopted in 

201 0.'7 This rule requires utilities to seek a mid-course correction if there is a l 0% 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 1 0% threshold requiring 

Commission notification.13 

"Id.,p. 4. 

"Id. 

11 Rule 25-6.0424, Florida Administrative Code. 

18 Td. 
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A. 

IV. 

Q. 

A. 

HOW MANY MID-COURSE CORRECTIONS DID THE COMPANIES 

REQUEST DURING YOUR REVIEW PERIOD (2002 TO 2014)? 

The IOUs 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), Gulf 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). 19 According to its Commission Fuel Docket filings, Duke requested 4 mid-

course corrections (2 for over-recoveries and 2 for under-recoveries).20 

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 
lOU'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 lOU'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. 

20 See Order No. PSC-02-0655-AS-EI , issued May 14, 2002, in Docket Nos. 000824-EI and 020001-EI, In re: 
Review of Florida Power Cmporation' 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-PCQ..EI, issued March 19, 2003, in Docket No. 
030001-EI, In re: Fuel and Purchased Power Cost Recoverv Clause with Generating Performance Incentive 
Factor. See Order No. PSC-08-0495-PCO-EI, issued August 5, 2008, in Docket No. 080001-EI, In re: Fuel and 
Purchased Power Cost Recovery Clause with Generating Performance Incentive Factor. Su Order No. PSC-10-
0738-FOF-EI, issued December 20, 2010, in Docket No. 100001-EI, In re: Fuel and Purchased Power Cost 
Recovery Clause with Generating Performance Incentive Factor. 
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Q. 

A. 

maintains flexibility for each 10 U 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 
parties the opportunity to address, the prudence of such programs at the 
appropriate time. Further, the Proposed Resolution oflssues 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.21 

HAS THE COMMISSION MODIFIED ITS INTENT FOR FUEL HEDGING IN 

FLORIDA OR PROVIDED HEDGING GUIDELINES? 

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 lOU's hedging activities.22 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 lOU's 
customers, in the face of price volatility for the fuels (and fuel price­
indexed purchased power energy costs) that the IOU 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 lOU's fuel costs paid over time, but rather to reduce the 
variability or volatility in fuel costs paid by customers over time.23 

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

22 Order No. PSC-08-0667 -P AA-El, issued October 8, 2008, in Docket No. 08000 l-EI, 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. 
080001-EI. In re: Fuel and Purchased Power Cost Recovery Clause with Generating Performance Incentive 
Factor. 

23 Order No. PSC-08-0667-PAA-EI, p. 16. 
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Q. ARE YOU AWARE OF ANY ORDERS THAT HAVE MODIFIED THE 

UNDERLYING BASIS FOR THE COMMISSION'S APPROVAL OF THE 

liTILITY HEDGING PROGRAMS? 

A. No. I have been advised by counsel that neither the Woodford Project Order24 nor the 

Natural Gas Reserves Investment Guidelines Order25 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 

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

25 Order No. PSC-15-0284-FOF-EI, issued July 14, 2015, in Docket No. 150001-EI, In re: Fuel and Purchased 
Power Cost Recovery Clause with Generating Performance Incentive Factor. 
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the Companies achieved any gains or losses related to those hedging activities. My 

2 review of the Companies' hedging true-up filings shows that each of the IOUs 

3 experienced cumulativtl natural gas hedging losses from 2002 to 2014, which totaled 

4 $5,233,201,193 for all four Companies. In addition, my review of the Companie:;' 

5 responses to OPC's discovery for the same period shows cumulative natural gas 

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

7 

8 Q. 

9 

DID YOU COMPARE THE COMPANIES' NATURAL GAS HEDG~G GAINS 

OR LOSSES FILED WITH THE COl\f:MISSION IN THIS DOCKET WITH 

10 TilE COMPANIES' RESPONSES TO OPC'S DISCOVERY? 

11 A. Yes, I did. The Companies' natural gas hedging true-up filings with the PSC are 

12 attached as Exhibit TN-2, and the Companies' natural gas hedging discovery responses 

13 are attached as E}(.hlbit TN-3. The natural gas hedging losses from 2002 to 2014 for 

14 the IOUs are summarized on Table 1 below: 

14 



1 Table 1-Comparison of Natural Gas Hedging Commission Filings 

2 and Discovery Responses (2002-2014)26 

' ! I 
l I Difference l Commission Discovery 

Between 
I 

Commission IOU I Filings Responses 
Filings and 

End Result 
(2002-2014) (2002-2014) 

Discovery 
Responses 

Duke $ (1,233,387,898) $ (1,267,848,634) $ 34,460,736 
Under-

reported loss 

FPL $ (3,500,752,265) $ (3,775,960,449) $ 275,208,184 
Under-

reported loss 

i 
Gulf $ ( 127,463,543) $ ( 127,278,227) I $ ( 185,316) 

Over-reported 
loss 

TECO $ ( 369,551 ,685) $ ( 381,417,733) $ 11,866,048 Under-
reported loss 

TOTALS $ (5,231,155,391) $ (5,552,505,043) $ 321,349,652 N/A 

i 
3 

4 Q. WHAT DID YOU OBSERVE? 

5 A. For the most part, there were some minor discrepancies between the Companies' fuel 

6 clause hedging filings and the Companies' responses to OPC's hedging discovery. 

7 However, in at least once instance, the annual discrepancy for one of the IOU s exceeded 

8 $100 million dollars. 

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

A. 

Q. 

A. 

Q. 

A. 

PLEASE DESCRIBE THOSE DISCREPANCIES. 

ln general terms, the amount of the loss or gain reporte~ to the Commission was 

sometimes different than what wus reported in discovery. For example, in its 

ColWnission hedging true-up testimony from 2004-2010, TECO used approximate 

numbers, rounded to the nearest hundred thousand dollars; however, TECO used exact 

numbers in its response to OPC discovery. Also, in three instance!~ the Companies' 

hedging losses were considered confidential, so 1 was unable to include those losses in 

Table I 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 compnrison 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 THEm COMMISSION HEDGING TRUE-UP 

FILINGS AND THEIR DISCOVERY RESPONSES? 

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

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

YOU J.li\DICA TED THAT THERE WERE SOME LARGER DISCREPANCIES. 

WOULD YOU PLEASE DESCRIBE WHAT YOU OBSERVED? 

For the years 2004 a11d 2005, it appears that FPL over-reported hedging gains. And, 

for the years 2006 and 2007, it appears that FPL under-reported b.edging losses. There 

was also a imlaller discrepancy for 2002 that was less than $1 million. Table 2 below 
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1 shows the larger discrepancies for FPL: 

2 

3 Table 2- Comparison ofFPL's Natural Gas Hedging Commission Filings and 

4 Discovery Responses (2004-2007)27 

I I 

I 
Commission Discovery I Difference from ! FPL End Result Filings Responses I PSC Filing i I 

I 

2004 $ 191,564,53628 $ 156,275,728 $ 35,288,808 Over-reported gain 

2005 $ 519,388,788 $ 488,815,538 $ 30,573,250 Over-reported gain 
I 
i 

I 
2006 $ (416,637,197) $ (487,636,397) 

I 
$ 70,999,200 Under-reported loss I 

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

5 

6 Q. DO YOU HAVE AN OPINION ON WHY SOME GAINS WERE OVER-

7 REPORTED AND SOME LOSSES WERE UNDER-REPORTED FOR THE 

8 YEARS 2004 THROUGH 2007, OR WHAT MIGHT HAVE CAUSED THOSE 

9 DISCREPANCIES? 

10 A. No, I do not. Table 2 is based solely on a review ofFPL'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 ofFPL 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 April3, 2006, presumably to revise the original figure of$189,877,494 filed on 
April1, 2005. However, the revised figure listed on Table 2 is still different from what FPL reported in its May 
20 15 discovery response. 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

Q. 

A. 

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 10Us29 

IOU 
Projected Natural Gas 

Hedging Gains (Losses) (2015) 

Duke $ (196,900,000) 

FPL $ (382,000,000) 

Gulf $ ( 43,981,755) 

TECO $ ( 23,168,465) 

TOTAL 
I 

$ (646,050,220) 

29 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 TECO's Response to OPC Interrogatory No. 5 (see Exh. 
TN-3, pp. 5-6, 13, 18, and 24). 
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1 Vl: CQNCLJ!SlON 

2 Q. PLEASE SUMMARIZE YOt;R CONCLVSION. 

3 A. As a fact witness in this proceeding, my concliL~ion is that the facts confirm that the 

4 Companies' natural gas hedging programs have resulted in losses exceeding $5 billion 

5 for Florida customers from 2002 to 2014. In addition, losses are currently projected to 

6 exceed $600 million for 2015 alone. 

7 

8 Q. DOES TlDS CONCLUDE YOUR TESTJ:MONY? 

9 A. Yes, it does. 
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DPERIENCI! 

TARIK NORIEGA 
111 W. Madison St., Suite 812 

Tallahassee. Florida 32399-1300 
Office: (ISO) 488-9330 

The Florida Leci•ture-Otllce efhblic Coalllel 

Lafs1gtiw 4nqlwt 2012-PIWit 
• Serve primarily u ID Bconomilt for the Oftke of Public Counsel (OPC), where I provide tecJmical 

support in rate cues ad other dockeled and unclo<:kellld matters on behalf of Florida• a utility 
customers. 

State ofllorida-Departmeat ofllevatae TaiJalrsaee, Florida 

Rlwrr;b FmrrqrrtW 2011 - 2012 
• Served as an Economist in the Office ofTax Research, prinwily as the lead analyst in developing the 

documeotaJy stamp tax and intangibles 1u forecasts for the Revenue Estimating Conference (RBC). 
Assisted in developing the ad valorem tax forecast and prepared fiscal impacts for dle REC. 

Tbe Florida L fl' IJP'llre-Bo ... ofRepNIIDtatfns 

Economist 2008-2010 
• Served as the Economist for the Military & Local Affairs Policy CommiUee and the Economic 

Development & Community Affairs Policy Council, pn-ily as the lead analyst in reviewing 
emergency management i~ property tax and local 1ax issues, libraries and historical/cultural 
........_ and the IUDICt reviews for two ... apncies. Pnplred billaaalyses .ad other documen11. 

EconP1flilllllrldatAnqly&t 2006-2001 
• Served as the Ecooomist for dle Jobs & Entrepreneurship Council and as the Budget Analyst for the 

CommitUie on Utilities & Telecommun~ primarily as 1he lead analyst in reviewing dle budpt 
of the Florida Public Service Commission (PSC). Provided the fiscal analysis for relevant Council 
and Committee Jesislation. Tracbd RBC datat analyzed economic truda, ll1d prepared Olber 
CouucU ldd Committee documents reqNidtd by the members. 

EconorrriS ~oos- 2006 
• Scrwd as 1hc Economist for the Finance & Tax Committee and the Fiscal Council. Prepared bill 

analyses and other relevant Commitme and Cowacll documeats. Tracked nwenues and the fiscal 
inaplcts for all legillltion re&:taed to tbe Council. Panicipated in bveoue, Economic, and 
Demographic Bstimatina Conference~, .wyzed economic trnds, and revie\wd all relevant economic 
forecasts. 
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Tallabawee. Plorida 

Rgul!llory &gmyiMg!COIIIJiltmt 2003 - 200S 
• Served as the only agency spokespersoa handling bolh English and Spanish media n=quests. 

Reviewed PSC staff ~ons to the Commissioners and prepared 1he agency's response to 
critical issues attracting media interest. Plepared bilingual press releases and consumer bulletias. 
Taped bilingual radio lllld mleYision interviews. 

Regu/glolyJ,ng/yfl 1996-2003 
• Evaluated electtic ulility load fcncasts and reported fiDdiags and conclusions to the Commission 

during electric utility ten-year site plan reviews and power plant need delamination proceedings. 
Participamd in several telecommunications audits and aabmitted findings md conclusions to lead 
auditors. Responsible for the developmeat of saveral energy IDd telecommunic:ations policy analysis 
projects. Desiped telephone surveys about the electric, telocommunications. Dlbnl gas, water, and 
wastewater industries. Evaluated all survey data and reporflxl the findings to 1he Commission and to 
the Florida Legislature. Monitored federal issues and rqnsented the PSC in various proceedings. 

EDUCATION 

Ualvenity 01 Ceatral Florida (U.c.J'.)-Orlaaclo, li'lorlda 1988-1994 

• 1994: Master of Arts in Applied Economics (M.A.A.B.) 

• 1992: Bacbolor of Ads (B.A.) in Economics; Minored in Psychology and Enalish 

• Coursework focused on quantitative medlods, DIIIJ88erial economies, and money & banking 

ACTIVlTDSAND HONORS 

• Member of Omicron Delta Epsil~ the International Honor Society in Economics (1993-present) 

• SecretaJy of the Provost Advisory Committee-U.C.F. (1994) 

• Member of the n.a•s Leadership Council- CoUege of Businr:ss Administration-U.C.F. (1993-
1994) 

• Pnssidentoftbe U.c.F. Economics Club..t the U.C.F. Chapla'ofOmicronDeltaEpsilon (1993-
1994) 
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PROGRESS ENERGY FLORIDA 

DOCKET No. 030001-EI 

Fuel and Capacity Cost Recovery 
Final True-up for the Pertod 

January through December, 2002 

DIRECT TESTIMONY OF 
PAMELA R. MURPHY 

1 Q. Please state your name and business address. 
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2 A. My name is Pamela R. Murphy. My business address is P 0. Box 1551. 

3 Raleigh, North Carolina .27602. 

4 

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

e A. I am employed by Progress Energy Carolinas in the capacity of Director 

7 Gas & Oil Trading. 

e 

9 Q. Have your duties and responsibilities remained the same since you 

1 o last testified in this proceeding? 

11 A. Yes. my reeponalbilitles for the procurement and trading of natural gas and 

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

13 have remained the same. 

14 

15 Q. What Is the purpose of your testimony? 

16 A. The purpose of my testimony is to (1} summarize the success af Progress 

11 Energy's Risk Management Plan for 2002, and (2) provide the hedging~ 

03038 APR-I~ 
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1 demand-side management and voltage reductions during the force majeure 

2 periods. 

3 Q. What measures did Progress Energy undertake to minimize other 

4 risks Identified In Ita Risk Management Plan? 

s A. Progress Energy continued to perform its daily management activities 

e outlined in the Plan to monitor and, to the extent possible, mitigate risks to 

7 customers. 

e 

9 Q. Did Progress Energy follow the processes and guidelines outlined In 

10 the Plan? 

11 A. Yes, all processes and guidelines were followed. 

12 

13 Q.. What actions. including hedgfng activities, did Progress Energy taka 

14 In 2002 to control the cost of fuel and wholesale power transactions? 

15 A. With respect to natural gas, Progress energy elected to enter into a zero-

16 cost collar (a price floor and ceiling obtained at no cost) for 20,000 mmbtu 

17 per day supply of gas for the three--month period of December 2002 

1e through February 2003. Although prices ware within the collar In 

19 December and therefore had no affect on 2002 fuel costs, It provided 

20 savings of $198,800 over the remaining two months in 2003. Progress 

21 Energy also has one fiXed price contract it acquired with the purchase of its 

22 Tiger Say generating unit that resulted in an additional cost to the 

23 ratepayers of $2,098,791 in 2002. However, this contract has now tumed 

24 around relative to the market, and currently has a projected net savings to 

25 customers through 2010 of approximately $33 million. 

3 
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D. PEF purchased daily transmission on an as available basis to support economy 
purchases. In addition, PEF pii"Chased 200 MWs of ll'l)nthl~ transmlsslon tJr the 
pe~od Mar through October tD irrpn)ve dlveratty and availability of econonic purch11e 
opportunities. 

E. Daily dlspalch continues on an economic basis for Its ratepayers. This dispatch Is 
updated twice dally for next-day projected load forec.as. This process m11. on 
occasion, deviate from econonic dspatch due tc operational problems a plant sites or 
forces beyond OLr control. 

F. One coal~ filed ba~. however, there was no Interruption of service 

IlL Monitoring of Industry Events 

A. PEF contlma to monitOr the War wrth Iraq and Ita short- and lcng·term alfects In the 
market. as wei as the e~enta leeding up to the wrr. 

B. Weekly gas storage Injection/Withdrawal amounts published by EIA are being followed 
to determine short- and long-1Brm affects to future gas prices. In add'dlon, rig counts 
are also followed tc monitor the Increase/decrease of drilling activity for replacement 
reserves. 

C. Defaults by supplie11 based on bankruptcies or announ:ements to exit the market are 
monitored br our cred'rt secti~ as wen as the respecive front office persomel. For 
2002, we have seen marketing CCJII1)anies like Oynegy, Aquia, Reliant. and El Paso 
either exl1he business to1aly or reduce staff to nun~ its core business of 
managing its exislng generation portfolio. Uquiclty in the natural gas iiMI power 
markets have been reduced by lhele events where major marketing eon'1NIIIits have 
elected 1D 11ft the buslneullne of -m&rket making• aclvHies. 

IV. Pnca Risk Ptltigltion 

A. Natural Gas -A zero cost coUar was entered intc for 20,000 mmbtu/day of natural gas 
supply for the period December 200 2 through and 'nclucling February 2003 which was 
not uerclsed In 2002. PEF ha one (1) long~tarm fixad prlce contract that resuKed In 
additional cost to ratepayers ct $2,098,791. The mark-to-mcrt<et en this tlxed price 
contract for its remaining term Is valued at approxirllDiy $33 million fawralie for the 
ratepayers. 

B. Wholesale Power- Savings from wholescn sales & purchases for 2002 ware as 
follows: 
1. Sales $5,828,586 
2. Purchaaes $7,013,273 
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PROGRESS ENERGY FLORIDA 

DOCKET No. 040001-EI 

Fual and Capacity Cost Recovery 
Final True..Up for the Period 

January thrvugh December, 2003 

DIRECT TESTIMONY OF 
PAMElA R. MURPHY 

1 Q..., Please state your name and business address. 
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2 A. My name is Pamela R. Murphy. My business address is P.O. Box 1551 , 

3 Raleigh, North Carolina 27802. 

4 

5 Q. By whom are you employed and In what capacity? 

8 A. I am employed by Progresa Energy Carolinas In the capacity of Director. 

1 Gas & 011 Procu~ment & Logistics. 

8 

9 Q. Have your duties and re&ponalbllltles rwnalned the same since you 

10 last testified In thla proceeding? 

11 A. Yes, my responsibilities for the procurement and trading of natural gas and 

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

18 have remained the same. 

14 

15 

18 

17 

18 

Q. What Is the purpose of your testimony? 

A. The purpose of my testimony Is to summarize the results of Progress 

Energy's Risk Management Plan for 2003, and to provide the Information 

required by Order No. PSC-02-1484-FOF-EI, which approved 1he resolution 
DOCUMENT Nl.1~er.q- Ar!. 
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1 Gulfs1ream Natural Gas and Florida Gas Transmission to use a portion of 

2 the excess ga8 in their pipelines until production resumed. 

3 

4 Q. What measures dJd Progress Energy tmdartake to mlnlmlza other 

5 risks identified In Its Risk Management Plan? 

6 A Progress Energy oontinued to perfonn Its daDy management actiVities 

7 outlined In the Plan to monitor and, to the extent possible, mitigate risks to 

8 customers. 

9 

10 Q. Did Progress Energy follow the processes and guidelinaa outlined In 

11 the Plan? 

12 A. Yes, all processes and guidelines were followed and no trading or credit 

13 violations occuned. 

14 

15 Q. What hedging ·activities did Progress Energy undertake for fue1 and 

16 wholesale power? 

11 A. Progress Energy did not hedge wholesale power and coal prices for 2003. 

18 However, the Company did make economic purchases as waJI as short. 

19 term wholesale power sales that resulted in ovaraJt savings to Its customers 

20 of approximately $15.4 million. With respect to natural gas. Progress 

21 Energy met an of its hedging sbategy objectivas to 1) mitigate price risk and 

22 volatility, 2) provide gas price certainty, 3) maintain a diverse portfolio. and 

23 4) enhance potential for ratepayer's savings. To that end, the following 

24 1ransactions were entered into by Progress Energy. 

3 
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1 1.) A zero--cost collar for a 20.000 MMBtu per day supply of gas for the 

2 three-month period of December 2002 through Februmy 2003. The 

3 contract was exercised in February 2003, resulting in savings to 

4 customers of $190.400. 

5 2) For Man:h 2003. Progress Energy elected to exercise a oontraciual 

6 option 1D convert a tenn purchase from Index to dally pricing. This 

7 price conversion resultad In customer savings of $875,300. 

8 3) Progress Energy had several fixed price contracts that resulted in 

9 savings to customers of $18,706.426. As of December 31. 2003, the 

10 fixed priced contracts had a favorable mark~to-market value through 

11 2010 of approximately $61 million. 

12 4) The Company exercised a contractual option to fiX the prioe on various 

13 shipments of residual on in 2003, which Nsulted In a net addHional 

14 cost to customers of $1.229,174. 

15 To summartza. the Company met Its 2003 hedging objectives and provided 

16 total net savings to customers of $18.542.952. In addition to savings of 

17 approximately $15.4 million from economic power purchases and shortN 

1B term off-ayatem power sales. 

19 

20 Q. Does this conclude your testimony? 

21 A. Yes, it does. 

4 
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A. Weeldy gas stmge lnjectionlwllhdrawal amounts published by EIA n being followed to 
determine short- Clld long-tenn eft'eds to future gas pri:es. In addition, rig oounts are also 
followed to rnooiU the inaeaseldacrease of drlling aclvly for replacement R~SerVeS. 

B. Defaults by supplers baaed on bankruptcies or announcements to IJdt the market ae 
monitored by our c:redlt section. • well as the respecbe front office per~Dnnel. IndUstry 
events that ocnnad In 2002 have seen marketing companies like Dynegy, Aquila. Relian~ and 
8 Paso eHher exit the business klbily or reduce statf to ntlum to Is core business of 
managing its emtmg generation portfdio. As a result, lquidity in the nabnl gas and power 
markets have bean reduced by these avenls whera rDBjar marketing compillles have elected 
to exit the buslnaal Une of -market making• activities. 

c. During the JIIIIJd 4th quarters, domestic and Import coat prices began rising. To mitigae the 
potential addllonal COSI to the mtapayer, PEF began purchasing some of their 2004 
requirements early tc meet Hs needs. 

IV, Prtca Rllk MIUgadoft 

A. Natural Gas - Progress Energy met al of Its hedging strategy objectives m 1) mitigate price 
risk and vola,, 2) provide gas price certalnt~, 3) maintain a diverse portio. and 4) provide 
potential tor ralepayer's savings. Progress Energy eleciBd to enter Into a zeltH:OSt colla- for 
20,000 MMBkl'a per day supply of gas for the threEHTIOnlh period of Decernber 2002 tilrough 
February 2003. The contract WBI exercised In February 2003, resulti• in a value to the 
ratapayers of $190,400. For March 2003, Progress Energy elected to IXI!dle a contractual 
option 1D comert ~&price of a term deal from Index to daily. This price CCIW8I!Ion resulted In 
a savings to 118 ralepayers of $875.300. Progress Energy also had several fixed price 
contracts that resulted in stabilizing (.li:es fer a portion of its natural gas raquiements for the 
ratepayers and IIOVfded an additiJnal value to the ratepayss of $18,706,426. Additionally, • 
of December 31, 2003 the fixed prk:ad contracts had a favorable mark-to-market value through 
2010 of approxhalely $61 million. 

B. Wholesale Power-Savilgs from wholasale sales & purchases for 2003 were • folows: 
1. Sales $9,844,761 
2. Purchases $5,544,500 

C. Fuel 011- For 2003, PEF exercised a contractual cptlon tl fix the price on 704,818 bbiB of 
residual ol~ whk:h resulad In a net adlllonal cost to aJibners of $1 ,229,174. 

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

2 
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PAOGAE88 ENI!AGV FLORIDA 

DOCkEt' No. 050001-!EI 

Fuel and Capacity Coat Recovery 
Final T....Up for the Period 

January lhruugh December, 2004 

DIRECT TESTIMONY OF 
PAMELA R. MURPHY 

Aprll1 f 2001 

1 Q. Please stalll your name and buelnaa adclrea. 

2 A. My name Is Pamela R •. Murphy. My businees address is P. 0. Box 1651, 

a Raleigh, North Carolina 27802. 

4 

6 Q. By whom are you emploY8d 1111d In what capacity? 

e A. I am employact by Progrua Energy Carollnal i1 the capacity of Director. 

7 Gas & 011 Tracing. 

B 

9 Q. Have your dutlea and reaponalbllltiH rem~~lned the eame alnce vou 

10 laat tatlfl.cl In thla procee.cllng? 

11 A. Yes, my reaponslbilhlea for 1he procurement and trading of natural gas and 

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

13 have remained the same. 

14 

15 

18 

17 

18 

Q. What is the purpose of your tMtimony? 

A. The purpose of my testnony Ia to summarize the results d Progress 

Energy's Rillk Management Plan for 2004, and to provide the Wonnatlon 

required by Order No. PSC-Q2-1484~FOF·EI, which appr~--Q. t.Ti 

PROGfESB ENERGY A.CRIDA 
0 3216 APR- ~ 
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1 Q. What measures did Pragrea Energy undertake to rnlnlmla other 

2 riaka identified In Ita Rlak Management Plan? 

a A. Prograaa Energy continued to perform il1l daily management activHies 

4 outlined In the Plan to monitor and, to the extent possible, mitigate riskl to 

s customel8. 

6 

1 Q, Did Progre• Energy follow tile procu- .nd guidelines outlined In 

a the Plan? 

a A. Yes, all proceaaea and guldelhes were folowad and no trading or credit 

10 violations occurrad. 

11 

12 

13 

14 

15 

16 

17 

18 

18 

20 

21 

Q. What hQdgfng activities did Progra•• Energy undertab for fuel and 

wholesale power? 

A. Progreaa Energy did not hedge wholeeale power and coal pttcea for 2004. 

However, the Company did make economic purchases • well as 

wholesale power sales to thhd parties that resulecl In overal savings to Ita 

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

ProgreM Energy met all of 18 hedging atJatagy obJecllvel to 1) mitigate 

price risk and volatility, 2) ptoYide gas price certainty, 3) makrtaln a diveJ8e I 
portfolio, and 4) provide potential for ratepayer's aamgs. To that end, the 

following ttaneacllona were antarad Into by Prograaa Energy. 

2Z 1) Prog1881 Energy had eeveral fixed prloa oontragts thlll resulted In 

23 

2! 

additional savings to customers of approximately $51.08 miHion. As of 

Decenmer 31, 2004, the fixed priced contracts had a favorable 

marked-to-market value lhiOUgh 2010 al approximately $131 million. 

3 



Ooc!o.et No. 1~tH)D t-El 
IOU N;Uur•l G.aa Hc~glf!q 

i._.CHJil FRina~ Wl~ tha PSC 
Exhib1tf\la._ TN-2 

J'Bqe 11 or 1:3'1 

1 2) The Company used financial swaps to ftx the price on a portion of the 

2 residual oil used In 2004, which resulted in a net cost to cust.omers of 

s appro)dmately $.76 million. 

4 To summarize. the Compar?t rnetlla 2004 hedging objectives Including the 

5 objective of providing a savings to the ratepayers. A total savings to 

e customers of approximately $50.3 million was attained in addition to 

7 approximately $27.2 million t1 economic power purchuee and excesa 

a power genendlon sales. 

9 

10 Q. Pie- describe Progreaa Energy'e proceu for procuring natural au. 
11 •t market prtcoa. 

I 

12 A. Progress Energy buys vlrt~ aU of Its term natural gas a1 market Index 1' 

13 prices. The Company purchases moat of Its gas supply on ellher a short-

14 term or long-tann bule ualng a Request for Prapoaal proca11 to Identify 

1! suppliers that can meet the Company's needs. The resulting contracts 

16 Identify market indices to eatablleh dally or monthly gas prtcas. The 

17 Company aleo build& In price flexibility to be able to change a floating 

11 market Index price to a fixed priDe fer a certain amount of time to Implement 

18 its phased hedging strategy to reduce price wlatlllty for ita ratepayers. 

20 Some supplies are purchased at a fixed price initially to hedge physical 

21 natural gaa to execute PE-=-- hedging etrategy mentioned llbave. For the 
1 

22 moat part. natural gas prices are detennlned by the market Index at the 

23 location of the Progress EneiV/8 receipt point& to its firm transportation 

M capacity. For example, gaa purdlaaed at FGT Zona 3 Is priced baaed on 

25 either Platts Inside PERC, Gaa Market Report. ftrat of the month posting for 

4 



C. Q)aJ- ...._ hunfcanee rnf lmpical stonns irnpdlg Rorida and lha U af 
Mexico dlltlg lhs summer and faD lntenupted b dalivery of coal to Crystal River. 
11111 wu managed by 1 c:arnbNIIon of I118I8UI'8I h:luclng utlllzJng lrMnby and 
purchuq oaalln tleapotNI!It. 

D. PEF punm.t dally tranamilllan on an u available bull to euppad economy 
purahaaal. rn addlon, PEF pwdlasecl a tOO MW nual tranemlealan posllbn, ~ 
addftlonai1SJ fiN monthly trnmission poaltlon farh period July lhnlugh August. 
and a 50 UW monthly traranlaalan poaltian in Oclablr I'D lmprcwe dMnlty and 
avalablllr cl econarnlo purahlll opportunltlea. 
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E. Daily dlplll:h ~uaa on., economic basil far II ratapayera. Thll dilpllch II 
updated twlaa dally for nut-day~ load tnculs. This proce. may, on 
occasion, dlwlata from eccxiOIIIIc dlepatch due ID operallonal problema It plant a1t11 or 
force8 beWand our control. 

I. Monitoring ollnduny Ewnte 

A. Weekly gu eturage lnject!orWihdrawal amounfl publahad by Energy lnfonnatlon 
Admlnlelndlcn (EIA) are beftg folowad to detemn art .. and IQng-tann affecta to 
future gaa prices. In addition. IV counts are alao lollowad to monllor Ill 
lncreaerldlcraael of drlllng dlly tor raplacetnllt I'IMM8. 

B. Wllkly EIA allnventory repodllrl being followed ID dllarmlnt ehort ud tonctterm 
sffacts » .... ol prices. 

C. Dafaula by aupplleTS baed an t&tkrupEI88 or arnuncemenll to lilt 1ht rn&IUt ara 
monitored by our CRdt sectan. • wen u ht'IIPaciWe front ofllca pemonnel 

D. Varfu clllr COli prloe 11porll• being faiiOWid 1D date nnW. 1he lhalt lnd long­
linn eflad ID futura coat prlcal. In additional, COli trllllpoltdon COlli are rnonllorld. 

IV. Prloe Risk llllgltlon 

A. Natural Gal-Progrtll Energy met all of na h~ sntegy objeclivel ID 1) mlllgate 
prlae rllk n wtatllty, 2) pnMdl gu prloa oertllnly. 8) m.._ a dhlrll portfolio. 
and 4) piUVIde potanlal for lllllplyer't aav!nga. Plagra11 Energy t.d ~tiled 
price corh:lllhat rNUited h llabiBzing prfce8 tor a portion ot ita l'lllllral gas 
requlrannta for the ratepayeralnd provided a IIMiga to 1he ral8pa)WI of 
$51,068.1~ Additionally. as of December 31. 2004. the fixed priced cxnracts had a 
favorabll nwlced·to-markat ... 1hrough 2010 of approximately $131 milan. 

B. Wholetlla Pvwer-Savftgl flam who1ellllsalall punilull for 2004were u 
followl: . 
1. Salaa • $6,330,652 
2. Pnana- $21.833.340 
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2 • A. My name Is Pamela R. Murphy. My bualneaa llddreaa 18 P;O. Box 1~1, 
3 Raleigh, No~ Carolina 27802. 

4 

5 Q By whom are you employed •ncf In what capacity? 

e A. I am employed by Progress Energy CaroUnaa, Inc •• 1!11 Dlreotor. Gaa & 011 
7 Trading. 

8 

9 Q. H~ve your duties and responsibilities rellllllnad tile eame since you 

1 o last teetltlld In thl8 proceeding? 

11 . A. Ves, my reapona.ibilltles for the procurement and trading of na1ural gas and 
12 oil on behalf of Progress Energy Florida (PEF or tt.e CQI11)8ny) have 
13 ~malned the same. 

14 

15 Q. What is the purpoae ofyourtaaamony? 

16 ·A. Th~ pufPCse of my testimony is to summarize the raaults of PEPs Risk 
17 Management Plan for 2005, and to provide the Information required by· 
18 ·order No. PSC.02-1484-FOF-EI, which appi'DVIId the resolution cf the 

DQCL:~P.iT '!Y:!f.:l· r f,."f 
PROGRESS ENERGY FLORIOA 

FPSC .. COI·1 ISSION Cl.f.JU( 
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2 Q. What measures did PEF undertake to minimize other risks Identified In 

3 Its Risk Management Plan? 

4 A. PEF continued to perform lis dally management activities outaned in the 

5 Plan to monitor and, to the IIXIBnt possible, mitigate risks to Its cuatomers. 

6 

7 Q. Qld PEF follow the proceea• and g~ldlllnee outlined In the Plan? 

8 A. ·Yes, aU processes and guldalnes we~ fohowed. 

~ 

10 Q. What hedging activities did PEF under1ake for fu•l and whole~m• 

11 power? 

12 A. ~EF did not hedge wholesale P.CWSr for 2005. With regard to~ prices, 

1s PEF did secure coal under fixed price term cordnlds fot 2006 •. PEF did 

14 m~ke economic purcha1eat •• well aa wholelale power sahn to third 

15 parties .that resulted in overan savings to CUIItomeJS of apprmdmately $46 

16 million. With respect to natural gas, PEF met all of Its hedg1ng strategy 

17 objectives to: 1) mitigate prlce risk and volatllty, 2) provl~ gas price 

18 certalntyt 3) maintain a dlverle portfOlio, and 4) provide poter1tfal for 

19 ratepayer a~ngs. To that end, the following tr:ansaetlons were el'1tered 

~o Into by the Company: 

21 1) PEF .had ieve(&l .fixed price contracts that resulted In additional 

22 aevings ta cuatomel"' of approximately $121.7 million. As of 

23 December 31, 2005, these fixed priced contracts had a favcrable 

24 marked-to-market value thm!Jgh 2010 of approximately $519.7 million. 

3 
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2) The Company used financial swaps to 1bc the price on a portion of the 

2 residual oil used In 2005 _that resuHed In a net saVings to cwtomera of 

s ~pproximately $70.3 maon. 

4 To aummaljze, PEF met Ita 2005 hedging objeclives lncludlng the objective 

5 of provjdlng a savJngs to ratepayers. A total savings to customers of 

e approximately $192 mllllon was attained in addition to approximately $46 
7 mllUon In economle power purc:hana and exCIIII power generation sales. 
8 

s Q. PJ•s• d~rtbe PEF•a process for proc.tng natural gu at market 
10 prloea. 

11 A. PEF buys virtually all of Ita term natural g• at market Index pl1cea. It 

12 purchases most of its gas supply on eHher a short-t~rm or long-term basis 

13 using a R~uest for Proposal process to identify suppliers that can meet 

1~ the. Company's needs, The ,..ultlng conttaata Identify market lndlcea to 
~ 

16 estst?flsh dally or monthly gas prices. The Company also buUds In price 

16 flexlbiJtty to be able to· change a floating market i1dex price to a fixed price 

17 for a certain amount of time to implement Ita pbeaed hedging &trategy to 
11 reduce price volatility for Ita nrtapayera. Some supplies ara purchased at a 
1 e fixed price Initially to hedge phy&lc:al na,tt.iral gas to exeeute PEPs hedging 

20 strategy ment~Qnect ·above. Fo~ the most part, natural gas prices are 

21 determined by·the mamet Index at the lcC$tian of tb~ PEF'• ~ points 

~ 1o ~. ftrl:n transportation capeclty. For example. gaa purchaMd at FGT 
23 Zone 3 is priced based on either Platts Inside FERC, Gas Market Report, 

· 24 first of the month posting for FGT Zone 3 or PlaUs Gas Daily. daily price 

215 aurvey midpoint for the day of flow for FGT Zone 3. 

4 
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IV. Price Rlak Mllgltion 

A. Natural Gla-PEF l'nt4 all of h& hedg1ng &1ra\egy objettivee to: 1) mlt!g.- pdDe rtsk 
and volalllly. 2) pmvide gas plfct c:ertalnty, 3) mUitlln 1 dlw1'88 porti:*.llld 4) 
provide pof8nllal for rattpayer 18Vfr1Ja. PEF had IIVnl fixed prfoe contr8ctB that 
resulted In slltii'IZin9 prtcas for a pcrion of Hs oatural gas requJremants, Md provided 
a savi9 *» 118 ratepayers of $121.7 million. Addbiay, as of Decena 31, 2005, 
physical llld hncial hedged mntracts had a favora!Jie marked-to-markat value 
throug~ 2010 of approxinatsly $519.7 mllon. 

B. Wholesale Power- SIVIngt fmm wholesale salef and pm'Chasea for 2005 W118 as 
follows: . 
1. Seles~$1.7 mDHon 
2. Pun:haael- $45.6 mllion 

c. Fuel 011 ~ For2005, PEF financlaly hedged the price of IISklual fuel on Which resulted 
In a net nvlnp 1D cuabmera d Sl0.3 mllflon. 

D. Total Vaba Cnlated: $299.3 m1ian 

v. Prvce~~ lnd Guidelines 

A. lha Mid OlftCe eneuras Q!;Jmpllance with intemal aU(II. aarporate risk poiGin, 
procedu111 end guidelines. Sarbns-Oxley (Sarbal), FAS 133 and Procell 
requlr'enwlll of the ReouliiDfY. r• and TreuL!tY gftq)l. by providing appraprlate 
.and periodic Blysls and r8porting. Mid Ofb proWias reJ)OI1s to middle and upper 
man.- Mid Office also pnMdes daDy repo- of marked-fo.marlc:8t am ~tfess 
tasUng on al gas and oil hedgilg actMties. 

B. Audit SeNicel contlnu,s to pravide 1he •rvlcel GUlla In the P'an fDrblllnd 
wholeaale power purchueS. 'Ttlet' -..dltlln 2005 fnc:ludad vadoUI•pedl Balld to 
compfance, trading and procl.A1118nt and operatlonll perwpecflvet for pariJio 
management. W prowrement and wholesale power purthases. The tf.ldiS 
compl&ted rn 2006 had no major finding$. 

c. PEF natura ps, fuel QR, and whallllal,.pcw.w ~and pro98d1,1res eonirale b 
be rtftned • pm ot.cur.overalllbtto lmprM turneu·pJ'IdlrAtl. 

D. The g~ldelnes aeferenoed In the Plan have been ednarad to (n 2005. 
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1 Q. Please state your name and bualnua add1'888. 
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2 A. My name Ia Joeeph McCalister. My bualnea addreaa Ia 410 South 

3 Wilmington Street, Raleigh, North Carolina 27601. 

4 

5 Q. By whom ant you emplo~d and In what capmclty? 

6 A. I am employed by Progress Energy Carofinas Jn the capacity of Director, 

1 Gas & 011 Trading. 

8 

9 Q. 

:nt~10 
~- ~1 A. 

Have your duties and responslbllltiM remained the earn. since you 

last testified In this proceeding? 

Yes, my responsibilities for the procurement and trading of natural gas and 

oil on behalf of Progreas Enagy Florida {PEF or the Company) have 

remained the same. 

JCL --L-,2 
:lPC 

RCA 

' 
13 

SCR l4 

8GA !ffj 

SEC 11 
OTH 

a. 
A. 

What is the purpose of your testimony? 

The purpose, o1 my testrmony ll\ to summar1zs the results of PEPs hedging 

actMty for 2006 and to provide the Information required by Order No. PSC· 

DOCUHf.~l lMFfR-O~T~ 

PROGRESS ENERGY FLORIDA 
0280 APR-2 ~ 

FPSC·t;OHM SSlOH CLERt\ 



--- ------------Dlxw:w,;_.:;s~.l-8 
IOU Natural Gas Hedging 

T e-up Filings with the PSC 
Exhibit No._ TN-2 

Page 18 of 134 

1 02-14B~FQF .. EI which approved the resolution of the hedging related 

2 issues pending before the Commission In Docket No. 011605-EI. 

3 

4 Q. Have you prepared exhibits to your testimony? 

5 A. Yes. I have attached exhibit JM-1T which summarizes hedging Information 

6 for2006. 

7 

8 Q. What are the prtmary objectlvM of PEF's hedging strategy? 

9 A. The primary objectives of PEF's hedging strategy are to mitigate fuel price 

1 o rfsk and volatility and provide greater price certainty to PEF's customers. 

11 

12 Q. What hedging •ctlvlttes did P§:f undartake during 2008 for fuel and 

13 wholesale power. 

14 A. PEF continued to perform the daily management activities outlined In its 

15 Risk Management Plan and· executed physical and financial tranaactlone In 

18 accordance with established company risk management guideDnes. With 

17 respect to hedging .natural gas prices for 2006, PEF had flxed price 

18 physical conllacte and financial Instruments that resulted In nef fuel coat 

19 savings to CU8tomers of approximately $62.1 mllllon. With 1'88pect tc 

20 hedging heavy and_ light on prices for 2006. PEF had fiXed price financial 

21 Instruments that resulted in net fuel costs savings to customers of 

22 approximately $86.9 million. In total. the gas and oil hedging activity for 

23 2006 resulted in net fuel cost savings to customers of approximately $119 

24 million. In addition, during 2006 PEF made economic energy purchases 

25 and wholesale power sales to third parties 1hat resulted In adcfltlonal 

26 savings to customers of $24.4 million and $2 million, respectively. 

27 

2 
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2 A. My name Is Joseph McCallister. My business address Is 41 0 South Wilmington Street, 

3 Raleigh, North Carolina 27601 . 

4 

5 Q. By whom are you employed and In what capacity? 

6 A. I am employed by Progress Energy Carolinas In the capacity of Director, Gas & 00 

7 Trading. 

8 

9 Q. Have your duties and responsrbllltles remained the same since you last testified 

10 In thla proceeding? 

11 A. Yes, my responsibilities for the procurement and trading of natural gas and oil on 

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

13 

14 Q. Wh.tla the purpose of your testimony? 

15 A. The purpose of my testimony Is to summarize the results of PEFs hedging activity for 

16 2007 and to provide the information required by Order No. PSC-02-1484-FOF-EI which 

17 approved the resolution of the hedging related lsauea pending before the Commission 

18 In Docket No. 011606-EI. 

1 0 2 6 0 I APR -3 ! 
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, Q. Have you prepared exhibits to your testimony? 

2 A. Yes. I have attached exhibit JM-1T which summarizas hedging Information for 2007. 

3 

4 Q. What are the primary objectives of PEF's hedging strategy? 

5 A. The objectives of PEF's hedging strategy are to mitigate fuel price risk and volatility 

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

7 

8 Q. Wh.t hedging aGtlvltles did PEF undertake during 2007 for fuel and wholesale 

9 power and what were the results? 

10 A. PEF continued to perform the activities outlined in Its Risk Management Plan and 

11 executed physical and financial transactions In accordance with established company 

12 rllk management guidelines. With respect to hedging activities that were executad 

13 over time for 2007 to reduce the price rtsk and volatility associated with a portion of 

14 PEF's natural gas, heavy oll and light oil bums, PEF executed ftxed prtce physical 

15 contrada for naturaf gas and financial Instruments for natural gas, heavy oil and light 

16 011 that resulted in net fuel costs of approximately $15.1 million. For the period 2002 

17 through 2007, PEPs natural gas and fuel oil hedges have provided net fuel savings of 

18 approximately $381 million. Although PEF's hedging activity has achieved significant 

18 fuel aavlnga to date, the objectives ara to reduce prtce rtak and volatility and provide a 

20 greater degree of prtce certainty for Its customers. As a result, there will be periods 

21 when realized hedge losses occur. In addition, during 2007, PEF made economic 

22 energy purchases and wholesale power sales to third parties that resuHed In additional 

2S savings of approximately $24.3 mlllon and $2.6 mDIIon, respectively. 

24 

25 Q. Does this conclude your testimony? 

26 A. Yes 

2 



PROGRESS ENERGY FLORIDA, INC. 

Hedging information provided as part of the 2007 Fuel Clause Final True-t~p Filing as required by 

Order no. PSC..02-1484--FOF-EI, Issued October 30, 2002 in Oocke1 No. 011605-EI 

OTC Financial Instruments 

OTC Financial Instruments 

OTC Fina'leiallnstrumen1s 

Total Net Savlrps (Costs) for 2001 

Total 2007 Volume 

REDACTED 

Progress Energy Florida, Inc. 
Docket No. 080001-EI 
Wiln...: McCallister 
Exhibit No._ (JM-1T) 

To1al Galni(Loss) of 

($15,07 4,486) 

) 

~ 

3 
'-1 
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2 A. My name is Joseph McCallister. My bualnus addr.s Is 410 South Wilmington Street. 

a Raleigh, North Carolina 27601. 

4 

6 Q. By whom are you employed anclln what capacity? 

e A. I am employed by Progress Energy carolinas In the capacity of Director of Gas, 01 

7 and Power. 

8 

9 Q. Have your duties and rasponslbllltiu remained the same since you IMt tostiiiH 

10 lniNia proceeding? 

11 A. Yes. My responsibilities for the procurament and trading of na1ural gas and oil on 

12 behal of Progress Energy Florida (PEF or the Company) have remained the same. In 

13 March 2009. I assaanad responsibility for Power Trading.. 

14 

15 Q. What Is the purpose of your testimony? 

1cs A. The purpose of my testimony Is to turtmarize the results of PEPs hedging activity for 

17 2008 and to provide the infonnatlon required by Order No. PSC42·1484-FOF-EI and 

18 clarified i1 PSC..08-0687~PPA-EI. 

1 ·] Z 9 5 7 APR -3 r: 
FPSC"COHMlSSIOH ClERK 
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2 A. My name ia Joseph McCallister. My business adcfress i& 100 E. Davie Street, Raleigh, 

3 North C810llna 27801. 

6 Q. By whom are you employed and In what capacltr? 

e A. I am employed by Progress Energy carolinas in the capaCity of Director of Gas, Oi 

7 and Power. 

8 

a Q. Have your duties and responsibilities ~alned tint same alnce you last taatlfled 

10 In thlil proC88dlna7 

1t A. Yes. My responsmlilles for the Gaa, on and Powar section actiVttias within the Fuela 

12 and Power Optimization Department have remained lhe same. 

13 

1<4 Q. What Ia the purpoM til your tMtlmany? 

15 A. The purpose of my testimony is ta !DIImarize the results of PEF's hedging activity for 

16 2009 and to provide the information required by Order No. PSC-02-1484-FOF-EI and 

17 clartled In PSC-08-0887-PPA-EI. 

18 ~CC'l~: ~ 1 "t :"~·1 ·u. n •y-. •.. " ... ~ t 
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Fuel and Capacity Cost Recovery 

Final TruHJp for the Period 
January tllrough December 2010 

ss -
AtlM_ DIRECT TESTIMONY OF 

JOSEPH MCCALLISTER 

Q, 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Aprtl 1, 2011 

Pleue state your name and bualn- address. 

My name is Joseph McCalrlster. My business address is 100 E. Davie Street, Raleigh, 

North Carolina 27801. 

By whom are you employed and In what capacity? 

I am employed by Progress Energy Carolinas in the capacity of Director of Gas, Oil 

and Power. 

Have your duties and reaponaibllitiaa remained the same alnce you last testified 

In thla proceeding? 

Ye1. My ruponsl)lltles for the Gee, 011 and Power section activities within the Fuels 

and Power Optimization Department have remained the same. 

Piau briefly de.artbe your won experience. 

I joined Progress Energy Service Company In 2003. Prior to my current position, I 

served as the Director of Portfolio and Market Risk Assessment in the Treasury and 

Enterprise Risk Management Department through mid 2006, and the Director of Gel 

and 011 Trading from mid 2006 through ea~y 2008. Prior to jOlfiJ @ .~ q~fJ.fQe~._!l 

1 0 2 I 4 0 APR -I = 



-·-­...................................... 
.............. --.-. 

Docket No. 150001-EI 
IOU Natural Gas Hedging 

True-up Aings with the PSC 
Exhibit No. TN-2 

Page 27 of 134 



PROGRESS ENERGY FLORIDA 

DoCKET No. 120001-EI 

Fuel 8l"'d Capacity Cost Recovery 
Final True-Up for the Period 

January through Decemblll' 2011 

DIRECT TESTIMONY OF 
JOSEPH MCCALLISTER 

April 2, 2012 

Q. Please state your ume and busineea address. 

Docket No. 150001-EI 
IOU Natural as Hedging 

True-up FUings ith the PSC 
.. No. TN-2 
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2 A. My name is Joseph McCallister. My business address Is 410 South lJVilmington Street, 

3 Raleigh, North Carolina 27801. 

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

6 A. I am employed by Progress Energy Carolinas in the capacil\' of Director of Gas, Oil 1 

1 andPower. 

8 

9 Q. Have your duties and responsibilities remained the same since you last testified 

10 In thlli proceeding? 

11 A. V•. My responsUJi&ties for the Gas. 011 and Power section activities within the Fuels 

12 and Power Optimization Department have remained the same. 

13 

14 

15 

16 

17 

18 

Q. PI_. briefly deacrtbe your work experience. 

A. I joined Progress Energy Service Company in 2003. Prior to my current position. I 

served as the Director of Portfolio and Market Risk Assessment through mid 2006, and 

the Director of Gat. and on Trading from mid 2006 through early 2009. Prior to joining 

ProgJeas Energy, 1 spent approxinataly 10 yean In management positi01"8 at """'''Y I 
0 I 9 G 8 ftPR - I 

FP5C-CCII·\diS:Jiutt CLq.n 
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PROGRESS ENERGY FLORIDA 

DOCKET No. 130001-EI 

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

January through DecembM' 2012 

DIRECT TESTIMONY OF 
JOSEPH MCCALLISTER 

AprilS, 2013 

1 Q, Pleaae state your name and busl11e11s address. 

Do.:IC'Il ~D- 1 !OOOFEI 
fOU' Nelural Gas H11dglng 

Tl\-><e-Up FllnQ10 1h tl1e PSC 
Elchi!M riQ .~.itH 

p ltJ0Qfi3~ 

2 A. My name is Joseph McCallister. My business address is 526 South Church Street, 

3 Charlotte, North Carolina 28202. 

4 

5 Q, By whom are you employed and in what capac~? 

a A I wort( for Progresa Energy CaroUnas. an affiliate company of Progress Energy Florida. 

7 Inc. rPEF", "Petitioner" or "Company•) as Director, Gas 011 and Power. I am 

8 responsible for the naturat gas. fuel oU and emission group activities in the Fuel 

9 Procurement Section of the Systems Optimization Department for the Duke Energy 

10 regulated generation fleet. This group ia respor.lble for the natural gaa and fuel oil 

11 acquisition and transportation needed to support the generation needs for Duke Energy 

12 Indiana, Duke Energy Kentucky, Duke Energy carolinas, Progress Energy Carolinas 

13 and Progress Energy Florida. In addition, this group is responsible for the emiasion 

14 allowance ("EA'') posltian management tor Duke Energy lndfanal Duke Energy 

15 Kentucky, Duke Energy Carolinas. Progress Energy Carolina pnd PrQgress Energy 

18 Florida. 

17 

18 
''C:'' ••; J. • • '! 

~ I '] I G r,H: -5 ~ 
· . · ,·· .~ "I'·:'- ltJ~·· C l.,.j " 
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DulcE ENERGY FLORIDA 

DoclcETND. 140001-B 

Fuel•nd eap.Dfty COI1 RlcDuwy 
Fllllll Tna..Up for the Palod 

J&m.f III''DUgh DIC8III ..... Z013 

DIRECT TESTIMONY OF 
J.m•McCiey 

March 21.1014 

Q. PleulatMt JOur name and......., ... ud ...... 

Fll..ED MAR 28, 2'0 14 
DOCUMENT NO 013na14 
Ff!SO- COMMISSION CLE~ 

2 A. My Mm8 iB JamM McClay. My bullnell addMU II 528 S<Mh Chun:h Street, 

~ Chlfklll, Ncd1 Carolina 2G02. 

4 

fi Q, By whaiD .. you emplarvd lind in wMt Cllpacily? 

e A. t work far 0... Energy C.n*wa (DEC) .n affiiiiiiB company of Ouke Enelgy Florida, 

7 Inc. roEf", "Petltlouef" or -<:aniPMY") u the Manager d Gas Trading. I manage the 

1 natU1111 PI graup pracuNIIIMit. tct.dulna and hldglng IOtMtiel In th• Fuel ' 

e Procu..ment 8edlon of the Splams Optimlzllllan ~ for the DulcB Energy 

10 regullted QM~~ation 1leet. Tht. group is ntSPOI'IIIIIII fDr the natural SJ1S procurement · 

n and sehedulng needed to tuppOrt the 9M generaiiDn M8da for Duke e.._ Indiana, 

12 Duke E'*IW kMI.ucky, CLike EneCVY Quolinu, Duke Energy Prog._ n Ouke 

13 EnlrtrY fb'idL 

1& Q. Have you .,.lftled befln In .... praceHing? 

1e A. No 

17 

11 

111 

co: ·_. 
M'L_ 
APA _j__ 
ECOJ_ 
FHG_L_ 
Gel_ 
Ofl ,..L_ 

iE1. -
Cl.K I · ;, ' · "' - -
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DUKE ENERGY FLORIDA 

DOCKET No. 150001-EI 

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

January through December 2014 

DIRECT TESTIMONY OF 

JOSEPH MCCALLISTER 

Aprll7, 2015 
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1 Q. Please state your name and business address. 

2 A. 

3 

4 

s Q. 

6 A. 

7 

a 

9 

10 

11 

12 

13 

14 

15 

My name Is Joieph McCallister. My business address is 526 South Church 

Street, Chartotte, 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 

on and Emissions. I am responsible for the natural gas. fuel oil and 

emission group activities in the Fuel Procurement Section of the Systems 

Optimization Department for the Duke Energy regulated generation fleet. 

This group is responsJble 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 Rortda. In addition. this group is responsible for 

the emission allowance rEA1 position management for Duke Energy 

1 



-------DII-....-
Dod<et No. 150001-EI 

IOU Natural Gas Hedging 
-No. 11100D1-1!1"rue-up Filings with the PSC 
- UoCijl- Exhibit No. TN-2 

..._..=:.~~ Page 35 of 134 
1ol17 



Excerpts from 

Florida Power & light Company's 

Hedging Activity I True-up Filings 

Years: 2002-2014· 

Docket No. 150001-EI 
IOU Natural Gas Hedging 

True-up Filings with the PSC 
Exhibit No. TN-2 

Page 36ot 134 



Docket No. 150001-EI 

~~~------------------------~~~~~~~-·lng True-up Faings with the PSC 

BEFORE THE FLORIDA 
PUBLIC SERVICE COMMISSION 

DOCKET NO. 030001-EI 
FLORIDA POWER & LIGHT COMPANY 

APRIL 1, 2003 

Exhibit No._ TN-2 
Page 37 of 134 

.IN RE: LEVELIZED FUEL COST RECOVERY 
AND CAP A CITY COST RECOVERY 

FINAL TRUE-UP 

JANUARY 2002 THROUGH DECEMBER 2002 

TESTIMONY & EXHIBITS OF: 

G. YUPP 

.. ~ 

0 3 0 2 2 APR -I ~ 

FPSC-COMHI~SIOH tLERK 



1 

2 

3 

4 

s 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 Q. 

16 

17 A. 
18 

19 

20 Q. 

21 

22 

23 A. 

Reaolutlon of Issues In Docket 011805-EI approved by the 

Commission per Order No. PSC-02-1484-FOF-EI, which states: 

·s. Each investor-owned ~ shall provide, as part of its 

ftnal tru&oup filing tn the fuel and purchased power cost 

recovery docket. the following information: (1) the volumes of 

each fuel the uUIIty actually hedged using a fixed price 

contract or lnstrunent (2) the types of hedging ntrumanta 

the utility used. and the volume and type of fuel associated 

with each type d instn.mant; (3) the average period of each 

hedge: and (4) the actual total oost (e.g. fees, commission&, 

options pranlums. futures gains and 108888. swaps 

setUemenls) associated with using each type of hedging 

.,stnJment•. 

Are you sponsoring an exhibit for this proceeding? 

. Yes. It consists of the following document 

GJY-1: 2002 Hedging .Activtty 

Plaae describe FPL'a hedging ob)ectlvas and summarize 

FPL's 2002 hedging activity. 

FPL's fuet procurement strategy aims ID benefit FPl's customers by 

Ooc:ket No. 150001-EI 
IOU Natural Gas Hedging 

True-up Filings with the PSC 
Exhibit No._TN-2 
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1 radudng fuel pr1cavalatlltty, and to the extent possible. mitigating 

a fuel price increases. while malntainklg the opportunity to take 

3 advantage of pries deaaaaes In the marketplace. Durtng 2002, FPL 

' prmartly railed upon fixed prfce transactions to hedge tta fuel 

s portfolio. Financial swaps were utilized as a method d Improving 

6 and/or protecting FPL 's fixed price poSitions. FPL also engaged In 

1 option hedges to help mitigate the risk of fuel price increases. 

s Addlttonally, FPL uiiHzad natural gas storage to ensure the reliable 

9 delivery of fuel during significant storm events In the IaUer half of the 

10 year. FPL1s 2002 hedging activities were successful In delivering 

11 greater price certainty, as well as 147 mUllen in fuel aavings for 

12 FPL's customers. This total indudes $14.5 million in natural gas 

n SBYfngs, $31 .8 m lion In fuel oil savings and $. 7 m ilion In power 

u aptian premiums. The savings and gains associated \\4th the 

1s energy component of the power options are Included in FPL's 

16 rnoniNy filing of A-Schedules. The fixed price positions generated 

J.? the teugeat percentage of savings due to the fact that the overan 

1s trw1d of the fuel makals was up after the posHions were taken. FPL 

19 is pleased that Its 2002 hedging activities resulted in these savings. 

20 However, it Is important to reoognize that generating eavings is not 

21 the only objectiVe d hedging. The primary objecttva of hedging Is to 

2 2 reduce fuel price volatility. FPL engages in hedging to protect Its 

21 customers from Bignlicant exposure to volatiiHy in 1he fuel and 

3 



1 

2 

3 

' 
5 

6 

., 
8 

9 

10 

11 

u 

13 

u 

15 

16 

1'7 

18 

19 

20 

21 

22 

Q. 

A. 

Q, 

A. 

power markets. FPL canalda1111ts hedging activities to be a success 

if lhey result in volatility control even lf this occaskniDy means 

htghar prices to cuslamers than would have been the case without 

hedging. 

As an additional nate, FPL engaged in n~sidual fuel dl hadgfng In 

November and December r:J 2002 by building fuel oil inventories to 

enaure adequate supply to meet 1he projected needs at FPL's 

customers, as well aa, price protection given the heightening 

tensions in the Middle East. The rasults of this decision have 

PRMIIl to be very positive, however the data is not shc:Mn In Exhibit 

GJV-1 because the savings are reallzad in 2003. Theee results wlll 

be ahown in FPL's 2003 filing. 

Doe- your Document GJY·1 provide the datall on FPL'a 2002 

hedging activities required by Ham 5 of the Rasolutlon of 

1.-? 

Vee. 

D08S thla c:onclude ,our testimony? 

Yes, it does. 
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Exhibit GIY-1 
2001 Hed&IDI Activity 

lnstrunu:llt 

1002 HedgiJIIAdttlty Totall: 

FIXED PRICB TRANSACTIONS 
STORAGE 
PHYSICAL POWER OPTIONS 
SWAPS 
SWING SWAPS 
OVER-mE-COUNTBR OP'I10NS 
.GAS OFI'IONS 
PUTURES 
BROKBR. PliJIS 

AVERAGE PERIOD OF HEDGE (Days)- PHYSlCAL 
AVERAGE PERIOD OF HEOGE (Days)- FINANCIAL 



I 
L 

BEFORE THE FLORIDA 
PUBLIC SERVICE COMMISSION 

DOCKET NO. 040001-EI 
FLORIDA POWER & LIGHT COMPANY 

APRIL 1 , 2004 

IN RE: LEVELIZED FUEL COST RECOVERY 
AND CAPACITY COST RECOVERY 

HEDGING ACTIVITY 

Docket No. 150001-El 
lOU Natural Gas Hedging 

True-up Filings with the Pr 
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' 

JANUARY 2003 THROUGH DECEMBER 2003 

TESTIMONY & EXHIBITS OF: 

G.J .. YUPP 

- DDCUMrNT Nt·~~f.R-C~if 

0~ 172 APR-1 g 

FPSC·COHHISSION CLERK 



PERIOD IISTRUMENI 
FIXED PRICE 'TRANSACT10NS 
STORAGE 
OIL INVENTORY lEDGE 
PHYSICAL POWER OPTION PRE,.._ 
PHYSICAL POWER (EXERCISED OPTIONS) 
SWAPS 
SWING SWAPS 
OVER-ntE-COlWTER OPTIONS 
BROKER FEES 

AVERAGE PERIOD OF HEDGE (Diyl) -PHYBICAI. 
AVERAGE PERIOD OF HEDGE (Cays)· FIIINieCIAL 

CONFIDENTIAL 

FPL NA'RIRAL GAS PROCUREMENT 
VOLUME 

Note: NIIIIRI a- oplion prem1u1rw .. not lnduded in tho GaJni(Loss) figures. Natural gas option parilm& are noC8d iiiip6il!daly. 

1 
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BEFORE THE FLORIDA 
PUBLIC SERVICE COMMISSION 

DOCKET NO. 050001-EI 
FLORIDA POWER & LIGHT COMPANY 

APRIL 1 , 2005 
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IN RE: LEVELIZED FUEL COST RECOVERY 
AND CAPACITY COST RECOVERY 

HEDGING ACTIVITY 
JANUARY 2004 THROUGH DECEMBER 2004 

TESTIMONY & EXHIBITS OF: 

G. J. YUPP 

CCCt;~(ST 'in~~[R -CA"f 

0 3 2 l 3 APR ·l ~ 



1 
2 
3 
4 
5 
$ 
7 
8 

• 18 
11 
12 
13 
14 
15 

A 

-
B 

INITBUM!Jif[ 
FfXED PRICE TAANSACllONS 
STORAGE 
PHYSICN."POWE'R <WnON·PfBIIUMS 
PHYSICAL POWER (EXEAQISEDOP'F'DIS) 
&WAPS 
SWING SWAPS 
OYER-1I.tSGJuN'I'ER OPTIOII8 
BA.OICSt FEE8 

AVERAGE PERIOD OF HEDGE (Dar!~)- PHYSICAL 
AVERAGE PERIOD OF HEDGE~)-FINANCIAL 

- _.,.._.. ___ _ 
CONFIDEN11AL 

c D E 
fPL NATUIW. GAS PROCURI!MI!MT 

VOLUME 

F 

QJY-1 
Oodcet Ho. CJ50001-EI 

FA..Winlaa: BnrdYupp 
Plge1 .,. 

Aprtl1' 2005 
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IN RE: LEVELIZED FUEL COST RECOVERY 
AND CAPACITY COST RECOVERY 

HEDGING ACTIVITY 
JANUARY 2005 THROUGH DECEMBER 2005 

TESTIMONY & EXHIBITS OF: 

G. J. YUPP 

~eCU!'1! !; i ttUM~P~ -DATE 

02957 ~R-3~ 



1 
I 
a 
• 
5 
IJ 
7 
I 
I 
10 
11 
12 
13 
14 
15 

a 

IMUUPli!ll' 
F»CED PRICE TRANSACTIONS 
STOMGE 
I'HYaCAL POWER OPTic»f P1E1WMS 
PfiVSICA, POWER (EXEAaSEO OPTIONS) 
SWNI& 
SWINBSWAPB 
DYEA-ni&COUI'fl'ER OP1IONS 
BRCKBIFEEi 

AVERAGE PEADOOF HEDGE {lla)tt). PtfYSICAI. 
AVERAOEPIBOD OF HEDOE ~ • FWIWC:IAL. 

---
c D E 

FPL NAnltAL GUMDCURDIENT 
VOI.l8-. 

---
F 

G.IY·1 
Dacbt No. 080001-B 

R1L Wllne&l~ Gtnnl V&w 
Page1CJI'. 
Aprl8,2001 



1 
I 
I 
4 
5 

• 7 

• I 
10 , 
12 
13 
1t 
t& 

A a 

INI'IIliii?BII' 
FIXBJ PRICE T'RAHSACTIONS 
ST<IWE 
Pl'fYSEAL POWER OPTJCN PIEMIUMS 
PHYSDl. POWEA (EXEiQSED OYTIONS) 
SWAPS 
SWINBSWN'S 
CMR-1H6COUN'TEAOf'TICRI 
IRJCERFEES 

AVERAGE PERIOD OF HEDGE (IJIIWB)- PHVSICAI. 
AVERAGE PEFtiOD OF tiEDOE ,..,_, • RNANCW. 

- -
CONf1DENTIAL 

c D E 
FPL NA'TURAL 8M PROCUREMENT 

~ 

- ..w--

F 

OJ'(~ 

Doclcvt No. oeoocn-e 
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IN RE: LEVELIZED FUEL COST RECOVERY 
AND CAPACITY COST RECOVERY 

HEDGING ACTIVITY 
JANUARY 2006 THROUGH DECEMBER 2006 

TESTIMONY & EXHIBITS OF: 

G. J. YUPP 

~--- ~~~~~~~~~~~~~~~~~~~ 

SEC_ 

OTH_ DOCUMENT P9l!H9tR-N,-.r 
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i 
2 
I 
4 
5 

• 7 
I 

• 1D 
1t 
t2 
13 
14 
1& 

A 

PERIOD 
lOTAL YEAR 

3106 

B 

INS'liM1EIIT 
FIXED PRICE TRANSACl10NS 
STOfW.E 
PH\'SICAL PONER OP'T10N PREMRJMS 
PHYS1CM. POWER (EXERCISEDCP1'10NS) 
SWAPS 
SWIICG SWAPS 
~nE-COUNT'ER OPI1DNII 
BROICER FEEl 

CONFIDBITIAL 

c D E 
FPL NATURIIL GM PROCUREIENT 

WLLIE 

AVERAGE PERODOF HEDGE (Dip)- FINANCIAL~~~ 

F 

GIY-1 
Dodalt No. 0701101-EI 

FPL wnn.a: ~Yupp 
hgetaf38 
.Apr'll2, 3X1f 
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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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9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

.20 

21 

22 

23 

Q. 

A. 
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Accordingly, the primary obJective of FPL's hedging program Ia to 

reduce fuel price volatility, thereby ~ng to deliver greater prfce 

certainty to FPL's aJstomers. FPL does not execute spBaJiatlve 

hedging strataglaa aimed at •out guaulng• the mal1<at In the hopes 

of potentially rehmilg savings to FPL's customers. FPL has 

implemented a wei-disciplined, wei-defined and contmllecl hedging 

program that Is axeaJtad In compliance with FPL'a r_Jak management 

policies and procedures. 

Pleue summariD FPL's 2007 hedging activities. 

FPl hedged Its fuel portfolio for 2007 utilizing a mix of options and 

fixed price transadlone. An option Is a hedging Instrument that 

gives the buyer the right, but not the obligation, to buy (call) or self 

(put) a set commodity volume at a specific prtce for a specJftc period 

of time. The buyer~ an option pays a premium to hold thla rtght A 

fixed price transaction allows a buyer to lock in the price of a 

convnodlty for a set vclume over a set period of time. 

Natural gas prices continually trended lower after FPL exeaJted its 

hedges for 2007. Compared to 2006. natural gas prices remained 

relatively stable ttwughout 2007 due primarily Ia mllcl wlntar 

weather, above average natural gas siDrage levels and a ralatlvely 

lnacUve hurricane seaaon. Actual monthly settlement prices on the 

NYMEX ranged from a high of $7.59 per MMBtu (June 2007) to a 

3 
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1 loW of $5.43 per MMBtu (September 2007). lndudlng option 

2 

3 

4 

6 

7 

8 

premiums, FPL's 2fiJ1 natural gas hedging activities resulted in 

losses of $799.3 mllon. 

United States Gulf Coast (USGC) heavy fuel oil 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 bundup of U.S. aude oil stodai that peaked In June 2007 

9 conlributed tc the downward 1rend. This trend reversed itself 

10 beglmlng in the third quarter as U.S. aude oil stocks experienced 

11 significant draws and the U.S. dollar began to weaken. Heavy fuel 

12 oil prices began a steady upward clmb starting in the late summer 

13 through the end oftha year. For referance, USGC and NYH heavy 

14 fuel oil prices ware approximately $37 per barrel In January 2007. 

15 By September, prices were approximately $60 per barrel and 

16 finished the year in December at approximately $72 per barreL 

11 Ultimately, FPL's heavy fuel oil hedges for -2007, Including option 

1e premiums, resulted in losses of $56.5 niRion as the gains realized 

19 dLiing the fourth quarter did not fuly offset the losses realized 

20 du~ the earlier part of the year when prices were trending lower. 

21 

22 On a rumulatlve basis, from Inception through 2007, FPL's 

23 expanded hedging program has resulted In net losses of 

4 



l 

2 

3 

4 

5 

6 

; 

8 

9 

10 

ll 

12 

13 

14 

Q. 

A. 

Q. 

A. 

Docket No. 150001-EI 
- ·-lo·u· N'itiiranras Heoging 

True-up Fl ings with the PSC 
ExhibH No._ TN-2 

Page 54 of 134 

approximately $394.8 million. While the cumulative Impact of FPl 's 

hedging program wl vary and, at times, may show either net 

savings or net losses, FPL expects that the a.tmulative, long-term 

Jmpact of Its hedging program wltl nat rasult In algnlftcant 11vlngs or 

losaes to FPL's customers. ln fact. given o.trrent market conditions, 

FPL currently projects that by the end of 2008, the aJmulatlve 

fmpact of fta hedging program wit be essentially 1lar from a 

galn.4oss perspective. 

Doell your Exhlbl GJY-1 pravide the detail on FPL's 2007 

hedging •ctMtias raqufrad by n.m 5 of the Rasolution of 

...... ? 

Yes. 

Does this conclude your testimony? 

Yes. It does. 

5 
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Q, 

A. 

Q , 

A. 

Q. 

A. 

Q. 

A. 

November and December of 2002 using fixed price financial swaps. 

What types of hedging Instruments were usad 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 e. certain prtce. These swaps settled against either a NYMEX Last Day 

price or Gas Dally price. The enttre amount (1 ,050,000 MMBTU) of gas 

hedged was hedged using these financial Instruments as refleCied on 

Schedule 2 of my exhibit. 

What was the average period of each hedge? 

One month. 

What was the actual total cost (e.g •• fees, commissions, option premiums, 

futures gains and losses, swap settlements) associated wtth each type of 

hedging instrument? 

Schedule 21n my exhibit conelall of a table of all natu rat gas hedge 

transactions and associated costs. No fees. commissions, or option 

premiums wara paid. Gulfs 2002 hedging program resulted In a net 

financial gain of $238,750. 

Were there any other significant developments In Gulfs fuel procurement 

program durtng the period? 

No. 
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What type&: of hedging inslruments 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 

prfce or Gas Daily price. The entire amount {7,400,000 MMBTU) of gas 

hedged wu hedged uaing these financial instrument& as reflected on 

Schedule 2 of my exhibit. 

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

futures galne and losses, swap settlemeniS) asaoolatad with each type of 

hedging instrument? 

Schedule 2 of my exhibit consists of a table of all natural gas hedge 

transaattone and associated ooste. No faae, comml88iona. or option 

premiums were paid. Gulrs 2003 hedging program resulted In a net 

financial gain of $4,847,268 (setUement ga.Bla less support costs from 

lines 2 and 3 of Schedule A-1 period-to..cfate). 

Did fuel procurement acllvfty during the period In question folow Gulf 

Power's Risk Management Plan for Fuel Procurement filed wilh the 

Florida Public Service Commission on September 20, ~? 

Yes, Gulf Power's fue18b81egy in 200S complied with 1he Risk 

Management Plan and the actual results achieved compared favorably 

with the projected results in the plan. Supply of all fuel types and 

assodated transportation to Gutrs generating plants are aecured through 

Docket No. 040001--EI PageS Witness: H. R. Ball 
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3 

a. What types of hedging inatnl'llents were u&ad by GuH Power Company 

and what type and volume of fuel was hedged by ea~ type of 

ina1rument? 
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4 

5 

6 

7 

8 

A. Natural gas was hedged using fr.anclal swaps that faxed the price of gas 

to a ce~ price. These swaps settled agalnat either a NVMEX Laet Day 

prtce or Gal Dally price. The entire amount (8,750,000 MMBTU) of ga 

hedged was hedged using these flnanciallnstruments a& reflected an 

Schedule 2 of my exhibll. 

9 

10 

11 

12 

Q. What w• the adual total coat (e.g., faea, commiaaion&. option. premiums, 

futures gains and 'oases, swap settlements) associated with each type of 

hedging in&lrument? 

13 A. SChedule 2 of my eXhllil oonai&t& of a table af all natural gas hedge 

14 tranaactiona and asaoaimad costa. No faa&. oommtealona, or option 

1s premiums were paid. Gulfs 2004 hedging program resulted in a net 

16 financial gUI of $e.631J043 (settlement gan less support coats 1rom 

1'1 linea 2 and 3 of Schedule A--1 December paflad.to-date). 

J8 

19 a. Did fuel procurement activity during the period in question follow Gulf 

20 Power's Flak Management_ Plan for Fuel Procurement filed with the 

21 Flor1da Public Service Commllalon on Aprl1, ~04? 

22 A. Yes, Gulf Power's fUel strategy In 2004 complied wilh the Rlsk 

23 Management Plan, and the &dual resuH$ achieved compared favorably 

24 with the projected reau.lls i'llhe plan. Supply of aU fuel types and 

25 asaociatad lraneportatlon to Gulfs genendlng plants are eecur&d through 

Docket No. 050001-El Wllnese: H. R. Ball 
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What was the actual total cost (e.g., fee&, commissions, option premiums, 

futures gai\s and losses, swap settlements) associated with each type of 

hedging Instrument? 

Schedule 2 of my exhibit consl81s of a table of all natural gas hedge 

transactions and associated costs. No fees, commissions, or option 

premiums wera paid. Gulfs 2005 hedging program resulted in a net 

financial gain of $22,528,337 (eettlement game leas support coats from 

lines 2 and 3 of Schedule A-1 December period-to-date). 

Did fuel procurament activity during the pertod In question follow Gulf 

Power's Risk Management Plan for Fuel Procurement flied with the 

Florida Public Service Commission on April1, 2005? 

Yes, Gulf Power's fuel strategy In 2005 complied with th~ Risk 

Management Plan, and the actual resutta achieved compared favorably 

with the projected results In the plan. Supply of all fuel types and 

associated transportation to Gulf's generating plants are secured through 

a combination of long term contracts and spot purchase orders as 

apeclfled In the plan. The ~It was that Guire genaratfng planta 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 RJsk Management Plan. In 2005, Gutra average coat 

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 

coat credits are considered. Gulf waa able to hold per unit fuel costa to 

Dockat No. 060001-EI 6 Wlnasa: H. R. Ball 
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1 hedged was hedged using these financlallnslruments as reflected on 

2 Schedule 2 of my exhibit. 

3 Q, What waa the actual total coat (e.g., feea, comml•lone, option premiums, 

.; futures gains and losses, swap settlements) associated with each type of 

s hedging Instrument? 

6 A. Schedule 2 ot my exhibit consists of a table of all natural gas hedge 

7 transactions and aaeoclated CC818. No feea,·.commlulona, or option 

s premiums were paid. Gulf's 2006 hedging program resulted in a net 

9 financial loss of $18,820,316 (hedging settlement costs plus support costs 

10 from llnes2 and 3 of Schedule A·1, December pertod-to-date). 

11 

12 Q. Did fuel procul'8l'llent activity during the period in question follow Gulf 

13 

14 

lS 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

·A. 

Power's Risk Management Plan for Fuel Procurement flied with the 

Florida Public Service Commlellon on Aprtl 3, 2006? 

Yes, Gulf Power's fuel strategy in 2006 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 

aesoolated tranaportatlon to Gulfs generating plants are secured through 

a combination of long tenn contracts and spot purchase orders as 

specHied in the plan. The result was that Gufs generating plants had an 

adequate supply of fuel available at all times to meet the electric 

generation demands of Its customers. Fuel cost volatlltty was mllgated by 

compliance with the Risk Management Plan. Since Gulf purchases 

physical natural gas requirements at market price, the objective of the 

ftnanolal hedging program Is to reduce upside price risk to Gutre 

Docfcat No. 070001·EI 6 Wltneu: H. R. Ball 
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What was the actual to1al coat (e.g., fees, commissions, option premiums, 

futures gains and losses, swap settlements) aaeociated with each type of 

hedging instrument for the period January 2007 through December 2007? 

Schedule 5 of my exhJblt consJals of a table d all natural gas hedge 

transactions and associated CDSis. No fees. commissions, or optiOn 

premiums VMre paid. Gulf'• 2007 hedgJng pr1)9ram resulted In a net 

financial loss ot $9,197,433 as shown on line 2 of Schedule A-1, period-

to-data, for the month of December 2007 Included in Appendix 1 of 

Witness Martin's exhibit. 

Wera there any other significant developments in Gulf's fuel procurement 

program during the period? 

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? 

Gulfs recoverable fuel cost of power sold for the pertod is ($142.153,994) 

or 30.18% below the projected amount of ($203.587,000). Tolal kilowatt 

hours of power sales wara (5,145,225,509) KWH compared to estimated 

aales of (6,878,099,000) KWH, or 9.35% below projections. The resulting 

average fuel eo&t of power sold was 2. 76 cents per KWH or 22.97o/o below 

the projected amount of 3.59 cants per KWH. This information is from 

11 Wllnaat: H. R. Ball 
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A. 

What types of hedging Instruments were used by Gulf Poww Company, 

and what trPe and volume of fuel was hedged by each type of 

Instrument? 
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Natural gas wu hedged primarily using financial swaps that fbed the 

price of gas to a certain prfca. The total volume of gas hedged using 

flnanclat 8WIIp8 was 7,520.000 MMBTU. These swaps settled against 

either a NYMEX Lut Day price or Gu Dally pdce. Gulf participated In 

one option deal during the period for a total volume of 15,533 MMBTU. 

Schedule 5 d my exhibit showa all natural gas hedge transacllons 

Incurred en. the mid-year hedging rvport wee flied with the Commlulon 

on August 1•, 2008. The type of hedging lnatn.nent uaod fer each 

transaction ia shown on thla exhi>lt. 

What waa the actual total coat (e.g., feas, cammle&tona. option premiums, 

futures gains and loesn, swap eettlementa) aaaoclated with each type of 

hedging inllrument for the palod January 2008 through December 2008? 

No fees. conmlsslons, or pramklms were paid by Gulf on the financial 

swap hedge traneactione during thle period. An option premium ot 

$4,035.91 was paid for the one option transaction which reUt8d In a total 

gain of $9.283.96 or a net gain of $5,248.05. Schedule 5 of my exhibit 

also shows the ueoclated COIIII that were lncurr8d for each hedge 

tranaactlon since the mld'")'INU' hedging repod wu tiled with tha 

Commission an August 14, 2008. Gulfs 2008 hedging program reauHed 

in a net financial loss of $1.m ,728 as shO'Mt on One 2 of Sc:hedule A·1, 

p8riod .. to-<late. for the month of Dewrnber 2008 Included In Appendix 1 of 

Doc:k8t No. 090001-EI ·~ WltnMa: H. R. Ball 
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3 Q. Were there any other significant deveJapmanta t1 Gulf'• fuel pmcurement 

.- program during the period? 

5 A. No. 

6 

7 Q. During the period January 2008 through Deaember 2008 how did Gulf 

1 Power Company's recoverable fuer cost of power sold compare with the 

9 pro)action? 

10 A. Gulf's racown&ble fuel coat of power sold for .. period ia ($130,880,405) 

11 or 42.97% beluw the projeatlld amount of ($228,166,000). Total kilowatt 

12 hours of power sales were (3.832,205, 166) KWH compared to estimated 

t3 sales of (5,115,402,000) KWH, or 23.13°k below projections. The 

1o4 reauhlng a\WIIg8 fuel aaat of pcMer sold was 8.3238 centa per KWH or 

" 25.81% below the projected emount of 4.4799 cents per KWH. This 

16 Information iB fmm Schedule A-1, perfod-to-dala, for the month of 

11 Decembet 2008 Included in Appendix 1 of Wltnasa Dodd'a exhibl. 

II 

19 Q. What are the 1'8880ns for the difference beb.veen Gulfs actual fuel cost of 

20 power sold and the projection? 

21 A. The lower total oredlt to fueJ expanee from pawer aalea Ia attributed to a 
22 lo\ver amoun of KWH eold and lawar replacement fuel 00118 ttmn originally 

23 projected. Below budget prices for natural gas and a higher pen:entage of 

24 sales from lower-oost coal-firad generation dumg off peak periods reduced 

25 the fuelralmburaement rata (cants per KWH) paid to Gulf for power sales. 

13 Wltna88: H. R. Ball 
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38% of Gull's 28,579.547 MMBTU of actual gas bum for generaUon during 

2 the period. 

3 

4 Q. What types of hedging Instruments were used by Gulf Power Company, 

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

6 A. Natural gas was hedged prlmarly using financial swaps that fixed the 

1 prJca of gas to a certain priCe. The total voh.me of gas hedged .. lng 

8 flnanclal swape was 1.0,030.000 MMBTU. These swaps settled against 

9 either a NYMEX Last Day prtce or Gas Daily price. Schedule 5 of my 

1 o exhibit shows atl nahlral gas hedge transactions Incurred since the mid· 

11 year hedging report waa filed wHh the Commission on August t4, 2009. 

l2 The type of hedging instrument used for each transaction Is shown on this 

13 exhibit. 

14 

1s a. What was the actua' total cost (e.g., tees, commiaalons, option premiums. 

16 futures gains and losses, swap settlements) associated with each type of 

11 hedging 11'1811Ument for the period January 2009 through December 2009? 

18 A. No fee~ commissions, or premiums were paid by Gulf on the financial 

19 swap hedge transactions during this per1od. SChedUle ! Of my •xt'llblt 

20 also shows the associated costs that were tncurrad for each hedge 

21 transaction Since the mid-year hedging report was flied with the 

22 Commission on Auguat 14. 2009. Gulf's 2008 hedging program resulted 

23 in a net financial loss of $51.292,25, as shown on line 2 of Schedule A .. 1. 

'-4 period-to-dale, for the month of December 2009 included in Appendix 1 of 

25 Witness Dodd's exhibit. 

Docket No. 100001-EI 11 Witness: H. R. Ball 
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What typM of hedging lnatrwnentl wera uead by Gulf Power Company, and 

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

Natural gas was hedged primarfly using financial swaps that fixed the price of 

gu to a certain price. The total volume of gas hedged using financial swaps 

was 8, 750,000 MMBTU. TheM awape 1ettled against either a NYMEX L.aet 

Day price or Gas Daily price. 

What wae the actual total coet (e.g., feea, commlealons, option Jfti'T\Iuma, 

futures gains and losses, sap settlements) associated with each type of 

hedging Instrument for the period January 2010 through December 201 0? 

No fees. convnJssjons. or premiJms were paid by Gulf on the financial swap 

hedge trarwactlons during tHe period. Gure 2010 hedging program reaultad 

in a net financial loss of $19,867,161 as shown on line 2 of Schedule A-1. 

period-to-dale. for the monlh of December 2010 Included in Appendix 1 of 

Witness Dodcta exhibft. 

Was Gulf Power prudent In commencing and continuing litigation against 

Coalsales II, U.C for breach of contract? 

Yea. Gulf Power prudently Initiated and puraued lftlgatlon agalnat Coalsales II, 

LLC (Ooaleales) to remedy Coal$ales• default under its coal supply agreement 

with GuH based on the reasonable expectation that this litigation would resul 

in reduced fuel costs for Gtls retail customera. After i1fonnal efforts to 

negotiate a reaaonable S8ltlement of the 001.1 supply oontraa1 dlepute wD.h 

Coalsales failed, Gulf flied a complaint with the U.S. Diatrict Court for the 

Northam District of Aorlda on June 22. 2008. (Schedule 5) against Coalsales 

Docket No. 110001-EI II WlbleM: H.R.BaU 
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a. What was the aotua.l total cost (e.g., fees, commlssions·, option premiums, futures 

:! gains and losses. swap settlements) associated with each type of hedging 

.~ instrument for the period January 2011 through December 2011? 

4 A. No fees, commissions, or premiums were paid by Gulf on the. financial hedge 

transactions during 1his period. Gulfs 2011 hedging program resulted in a net 

finanoialloss o1 $15,444,523 as shOwn on line 2 of Schedule A·1, period~to~date, 

~ 

6 

1 for 1he month of December 2011 Included Jn Appendix 1 of Witness Dodd's 

s exhibit. The settlements of Gulfs swap contracts resulted in a nat Joss of 

q $15,135,963 and the settlement of Gulf's option contracts resulted in a net loss of 

1 o $308.560 during the period. 

ll 

1:! 0. What is the current status of Gulf Power's litigation against Coalsales II, LLC for 

1 3 breach of contract? 

I"' 

l!i 

16 

17 

18 

19 

20 

21 

22 

2: 

2~ 

25 

A. As previously reported, Gulf ffled a complaint wHh the U.S. District Coun tor the 

Northern District of Florida on June 22, 2006, against Coalsalea for breach of 

contract. On September 30,2009, the court Issued i1s order granting Gulfs 

motton for partial .summary judgment and denying Coalsales' motion for summary 

judgment on the breach of contract issue. The issue Of Gulf's damages was 

heard by the court without a jury 11 february 2010. On September 30,2010. the 

court issued an order fnitially rultng 1n favor of Coalsales on the question of 

damages. That order was later rescinded In response to Gulf's Motion to Alter or 

Amend Judgment, or Altematlvely, for Relief from Judgment. In July 2011, the 

court granted Gulf's motion after finding 1hat the cover coal purchases by Gulf in 

2007 were reasonable and scheduled another evidentiary hearing an August 25, 

201 , to address1he issue of Gutrs 2007 cover damages. In September 2011 

Docket No. 120001 -EI Witness: H. A. Ball 
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1 Q. What types of hedging Instruments were used by Gulf Power Company, and 

2 what type and volume of fuel was hedged by each type of instrumeri? 

3 A. Natural gas was hedged using a combination of financial swap contracts that 

4 flx8d the price of gsa to a certain price and optton contract&. The option 

s contracts consisted entirely of '-costless collars" which establiShed a floor and 
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6 ceiling price between which the aclual price would float. The option contracts 

7 settte only if the actual NYMEX last day price was outside the bounds of the 

a collar. The total \401ume of gas hedged using financial swap contracl:a was 

9 23,550,000 MMBTU and the to1a1 vok.lme of gas hadaed using option contracts 

to was 2,660,000 MMBl\J. These swaps settled against either a NVMEX Last Day 

n price or Gu Dally price. 

12 

13 Q. What was the actual total cost (e.g •• fees, commissions, option pramlt.ms, futures 

14 gains and losses, swap settlements) associated With each type of hedging 

t5 Instrument for the period January 2012 through December 2012? 

16 A. No fees, commissiOns. or premiums were paid by Gulf on the financial hedge 

11 transactions during this period. Gull's 2012 hedging program resulted In a net 

11 financial loss of $32,865,554 as 8hown on line 2 of Schedule A-1, parted-to-data, 

19 for the mon1h of December 2012lncluded In Appendix 1 of Wltnes8 Dodd's 

20 exhibit. The setllemerrts of Gulfs swap contracts rasultsd In a net loss of 

21 $30,798a584 and 1he settlement of Gulrs option contracts resulted In a net loss of 

n $2.088,970 during the period. 

23 

Docket No.130001-EI 11 Witneas: H. A. Ball 
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a. What was the actual total cost (e.g., feest commissions, option premiums, 

2 futures gains and losses, swap settlements} associated with each type of 

3 hedging Instrument for the period January 2013 through December 2013? 

4 A. No fees. commissions, or premiums ~re paid by Gulf on 1he financial 

5 hedge transactions during this period. Gul's 2013 hed.gfng program 

6 resulted in a net flnanclaJ lOss of $14.654.866 as shown on Dne 2. of 

7 Schedule ""1, perlocf.to•date, for the month cl December 2013 Included in 

8 Appendix 1 of Wrtness Dodd's exhibit 

9 

10 a. Were there any other slgnlftcant developments In Gulfs fuel procurement 

t 1 program dunn; the period? 

12 A. No. 

13 

14 Q. 

1.5 

16 

17 A. 

18 

During 1M period January 2013 through December 2013 how did Gulf 

Power Company's recoverable fuel cast of power sold compare w;th the 

projection? 

Gulfs recoverable fuel oost of power: sold tor the period is ($94.695.182) 

or 0.56% above the projeCted amount of ($84, 184,000). Tobll kilowatt 

19 hours ot power sales were (4,918,616,357) KWH comp819d 1o estimated 

20 sales of (2,892,370,000) KWH, or 70.05% above projections. The 

21 resu1tlng average fuel cost of power sold was 1.9252 cents per KWH or 

2l 40;86% below the proJected amount of 3.25!8 centa per KWH. Thla 

23 information is from $chadule A-1, period-to-date, for the month of 

24 December 2013 included In Appendix 1 of Witness Doctd•s exhibit. 

25 

Docket No. 140001-EI 11 Witness: H. R. Ball 
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Q. What was the actual total coat (e.g., fees, commissions, option premiums, 

2 futures gains and losses, swap settlements) associated with each type of 

3 hedging instrument for the period January 2014 through December 20147 

4 A. 

s 

No fees, commissions, or premiums were paid by Gulf on the financial 

hedge transactions during this period. Gulfs 2014 hedging program 

6 resulted in a net financial gain of $1 ,91 0,889 as shown on line 2 of 

1 Schedule A-1, period-to-data, for the month of December 20141ncluded In 

8 Appendix 1 of Witness Boyett's exhibit. 

9 

10 Q. Were there any other significant developments in Gulfs fuel procurement 

11 program durtng the pertod? 

12 A. No. 

13 

14 a. During the period January 2014 through December 2014 how did Gulf 

IS Power Company's recoverable fuel cost of power sold compare with the 

16 projection? 

17 A. 

18 

Gulfs recoverable fuel cost of power sold for the period is ($126,131 ,992) 

or 39.49% above the projected amount of ($90,423,400). Total kilowatt 

19 hours of power sales wera (5,515,215,215) kWh compared to estimated 

20 sales of (2,769,857,000) kWh, or 99.12% above projections. The resulting 

21 average fuel cost of power sold was 2.2870 fJents per kWh or 29.95% 

22 below the projected amoll"'t of 3.2648 cents per kWh. This lnfonnaticn is 

23 from Schedule A-1, period-to-date, for the month of December 2014 

24 included In Appendix 1 of Witness Boyett's exhibit. 

2S 
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management report, which describes the outcome of its 

2002 risk management activities. As that report 

indicates, TaMpa Electric's hedging activitiee during 

2002 produced a net savings of $34.6 million for Tampa 

Electric's customers . 

Did the company conduct incremental hedging activities i n 

2002? 

Yes, the company hedged the price of natural gas in 2002, 

using over-the-counter swaps in the months of July, 

August and September. 

What were the results of the company's incremental 

hedging activities? 

Incremental natural gas hedging activities protected 

Tampa Electric• s customers from unforeseen increases in 

the price of natural gas. The net cost of that 

protection in 2002 was a $203, 500 loss when the 

instrument prices were compared to market prices. 

What were the coats 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 s·} began the acquisition and 

implementation of a hedging information system. 

Furthermore, the company utilized a variety of f inancial 

hedging instruments including swaps, swing swaps, collars 

and options. 

What were the results of the company's incremental 

hedging acti~ities? 

The incremental hedging activities enhanced Tampa 

Electric's hedging processes, procedures, controls and 

capabilities. As a result, natural gas hedging 

activities protected Tamp~ Electric's customers from 

price volatility on of the natural gas used in the 

company's 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 settled positi ons. The transaction 

costa associated with these transactions were embedded in 

the commodity price of the natural gas. 

6 
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Did Tampa Electric implement a hedging information 

system? 

Yes, as planned Tampa Electric implemented Sungard's 

Nucleus Risk Management System ( "Nucleus•) and booked the 

first month of transactions in April 2004 . 

What capabilities does Nucleus provide? 

Nucleus records all natural gas hedging transactio~s and 

calculates 

industry. 

risk management reports common to the 

In addition, Nucleus supports sound hedging 

practices with its contract management separation of 

credit tracking, transaction limits, deal 

confirmation, and business report generation functions. 

The Nucleus system also records all physical natural gas 

transactions. By consolidating physical transactions and 

financial natural gas hedging transactions into the 

Nucleus system Tampa Electric has improved contract, 

credit management and risk exposure analysis. 

What were the results of the company's incremental 

hedging activities in 2004? 

5 
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A. 'I'he incremental hedging activities enhanced Tampa 

El ectric's hedging processes, procedures, controls and 

capabilities. As a result, natural gas hedging 

activities protect ed Tampa Electric's customers from 

price volatility on 51 percent of t he natural gas used in 

the company' a plants. The net result of natural gas 

7 hedging activity in 2004 was a savings of $8.4 million, 

a when the instrument prices were compared to market prices 

9 on settled positions. 

10 

11 Q. 

12 

A. 

15 

1 7 

18 

20 

21 

22 

23 

24 

Did the company use financial hedges for other 

commodities in 2004? 

No, Tampa Electric did not use financial hedges for other 

commodities because of its fuel mix. Historically, Tampa 

:Electric has primarily relied on coal aa a boiler fuel. 

The pr ice of coal is r elati vely stable compared to the 

pri ces of oil and natural gas. In addit ion, there ar e no 

f inancial hedging instruments for the types of coal the 

company uses. Tampa Electric consumes a small amount of 

oil, making price hedging somewhat impractical; therefore 

the company di d not use financial hedges for oi l. The 

company did not use financial hedges for wholesale energy 

transactions because a liquid, published market does not 

exist in Florida . 

6 
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tracking, transaction limit~, deal confirmation, and 

business report generation functions. The Nucleus system 

also records all physical natural gas transactions. 

consolidating physical transactions and financial natural 

gas hedging transactions into the Nucleus system Taq;)a 

Electric has improved contract, credit managamant and 

risk exposure analysis. 

What were the results of the company's incremental 

hedging activities in 2005? 

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 ~005 was a savings of $53.2 million, 

when the instrument prices were compared to market prices 

on settled positions. 

Did the company use financial hedges for otheX' 

commodities in 2005? 

No, Tampa Electric did not use financial hedges for other 

commodities because of its fuel mdx. Historically, Tampa 

Electric has primarily relied on coal as a boiler fuel. 

5 
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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 

access to ~intradayu natural gas to meet operational 

needs, provides improved hurricane coverage, allows the 

company to cost-effectively manage swings in gas supply 

needs during extreme weather conditions, weekends and 

holidays. 

Does Tampa Electric use a hedging information system? 

Yes, Tampa Electric continues to use BURgard' s Nucleus 

Ri sk Management System (•Nucleusn ). Nucleus supports 

sound hedging practices with its contract management, 

separation of duties, credit tracking, transaction 

limits, deal confirmation, and business report 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 r i sk exposure 

analysis . 

What were the result s of the company' s incremental 

hedging activities in ~006? 

5 
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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 instrument prices were compared to market prices on 

settled positions . 

Did the company use financial hedges for other 

commodities in 2006? 

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 Basin 

coal, do not exiat. 

Tampa Electric consumes a small amount of oil . However, 

its low and erratic usage pattern makes price hedging of 

oil consumption impractical; therefore, the company did 

not use financial hedges for oil. 

6 
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REDACTED 

generation functions. The Nucleus system records all 

financial natural qas hedging transactions, and the 

system calculates risk management reports. Nucleus is 

also used for contract, credit management and risk 

exposure analysis. 

Q. What were the results of the company' s incremental 

hedging activities in 2007? 

A. Tampa Electric's incremental natural gas hedging 

of the natural gas used in the company's 

qeneratinq stations. The net result of natural gas 

hedging activity in 2007 was a loss of $60 million, when 

the instrument prices were compared to market prices on 

settled positions. 

Q. Did the company use financial hedges for other 

commodities in 2D07? 

A. No, Tampa Elect:r:ic did not use financial hedges for 

other commodities primar ily 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 summer of 2008. 

Doe• Tampa Blectric use a hedging information system? 

Yes. Tampa Blectric continues to use Bungard' e Nucleus 

Risk Men&gament System ( •Nucleus") . NUcleus supports 

sound hedging practices with its eontn.Qt management, 

separation of duties, credit tracking, t~ansaction 

limits, deal eonfirmation, and business report 

generation funct.to:aa. The afu.aleua system recorda all 

financial natural gas hedging transactions, and the 

system calculates risk management reports. Nucleus is 

also used for coutract, c:reclit managetaent and :ri•k 

exposure analysis. 

What were the reaul ts of the company's incremental. 

hedgtng activities in 2008? 

Tampa Electric's incremental natural gas hedging 

actiYities protected customers.from price volatility for 

percent of the natural gaa used in the company• a 

generating stations. The net result of natural gas 

hedging activity in 2008 was a gain of approximately 

$18.1 million, whe~ the instrument prices were compared 

to market prices an settled positions. 

5 
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also used for contract, credit management and risk 

exposure analysis . 

Q. What were the results of the company's incremental 

hedginq activi ties in 2009? 

A. Tampa Electric's i ncremental nat ural gas hedging 

activities protected customers from price volatility for 

percent of the natural qas used in the .company's 

qeneratinq stations. As previously mentioned, 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. 

Q. Did the company use f i nancial hedges for other 

commodities in 2009? 

A. 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 p rice of coal has 

increased, it is relatively stable compared to the 

prices of oi l and natu~al 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 infor.mation system? 

Yes, Tampa Electric continues to use Sungard' s Nucleus 

Riak Management System ("Nucleus~') • Nucleus supports 

l!!lound hedging practices with. its contract management, 

separation of duties, credit trackinq, transaction 

limits, deal confirmation and business report 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 2010? 

The net result of natural gas hedging activity in 2010 

was a loss of approximately $68 million when the 

instrument price! were compared to market prices on 

settled positions. 

Did the company use financial hedges for other 

commodities in 2010? 

5 
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Unless otherwise indicated, the source of the · data is 

the books and records of Tampa Electric. The books and 

records are l<ept 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 2011? 

As outlined in Tampa Electric's 2011 Hedging Activity 

True-up, filed as an exhibit to this testimony, the 

company follows a non-speculative riak 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 ita exposure to spikes in the price of natural 

gas. Over time, this program has been enhanced as ~ampa 

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 hedqinq 

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 r ecession as well as from increased supply from non-

conventional, shale qas production. Natural gas pric~s 

continue to stay at a low price due to this supply 

surpl us and have been further reduced by mild 

t emperatur es nationally. 

Q. Does Tampa !lectric implement physical hed;es tor 

natural gas? 

A. No, Tampa Electric does not hedge natural qas pricing 

through physical gas supply contracts. aowever, Tampa 

Electric does hedge its supply through diversification. 

In addition to financial hedging, Tampa Electric uses a 

ve.riety of sources, delivery methode, inventory 

locations and contractual terms to enhance the company•s 

supply reliability and flexibility to cost-effectively 

meet changing operational needa. 

Tampa Electric continually pursu~s 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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What is the source of the data you present in your 

test~ony 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 2012? 

As outlined in Tampa Electric's 2012 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 

to limit its exposure to spikes in the price of natural 

gas. Over time, this proqram 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 2012 hedging 

3 
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activities resulted in a net loss of approximately $61.5 

million. Tampa E~ectric ~ollowed 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 qas production. 

Does Tampa Electric implement physical hedges for 

natural gas? 

No, Tampa Electric 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 chanqing 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 capac! ty to access 

non-conventional shale qas production which is less 

4 
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What is the source of the data you present in your 

testimony in this p~oceeding? 

Unless otherwise indicated, the source of the data is 

the books and records of Tampa Electr ic. The books and 

records are kept in the regular course of business in 

accordance with generally acc~ted 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 activit i e s in 2013? 

As outlined in Tampa El e c t r ic's 20 13 Hedging Activity 

True-up, filed as an exhi bit to this testimony, the 

company follows a non-speculative risk management 

strategy to reduce fuel pri ce volatility while 

maintaining a r eliable 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 El ect ric's gas needs ha ve evolved and gr own. 

All enhancements have been reviewed and approved by the 

company' s Risk Authorization Committee . 

3 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 Q. 

12 

13 

14 A. 

15 

1 6 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Docket No. 150001-EI 
IOU Natural Gas Hedging 

True-up Flings with the P SC 
Exhibit No._TN-2 

Page 129 of 134 

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 result of the mild winter of 

20~2/201.3, ongoing economic softness, and an abundance 

of natural gas supply from non-conventional, shale gas 

production. 

Do~s 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 i ts natural gas supply through 

diversification. Tampa Electric also physically hedges 

its supply through the use of a variety of sources, 

deli very 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 
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DOCKET NO. 140001-EI 
2013 tEDGING ACTIVITY TRUE-uP 
EXHIBITNO. __ (JBC-1) 
DOCl.UENT NO. 1 
PAGE30F6 

............. , 2013 DlcMIIIer 31, 2013 

Mark-to-Market 
Sav!ngsl(l.olls) 

($1,482,130) 
($1,744,11:1) 
($828,170) 
$1,127,945 
$1,194,365 
$1,902,13) 
($180,245) 

(11 ,208,040) 
($71C,e&O) 
($871.990) 
($756,725) 

Hqed 
Volume 
(MMBtu) 

Corstll'fllian Pen:errt Budget Hedge Settle 
(lnal) Hedged Price Pril:e Price 

$3.35 
13.23 
$U3 
$3.98 
$4.15 ' 
$4.15 
$3.71 
53.46 
U-57 
$3.50 
$3.50 
$3.82 

Conslmmt with Tampa Electric'1 non·tpeCUiatlve risk maragament plan 
objec:live, 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 sllghtiy abCNe the closing price of natural gas, resulli~ in a marMo­
markat ne1 loss of $3.3 mDllon. The dosing price was less than lie 11xed hedge 
price primarily due to a raductlon in the price of natural gas <kn1g 2013. The 
price decline was drlvvn primarily by a supply .urph.1s due to higher tupply from 
non-conventional producllon of shale a•• and reduced demllnd due tc mild 
weather and continued economic weakness. 

Tampa Electr1c malntam natural gas storage capacity of 1,250,000 MMBtu in 
order to enhance Its physical rellabiRty d gas supply. The storage provides 
Tampa Electric with nproved access 1o "'intraday" natural gas when an 
operational need arises,. provide& improved hun1cane coverage, and Gin be used 
to COII-effactlvely managa 1W1ng1 In g11 eupply needs durtng IOCbane weather 
aonclllana, weekends, holidays and unplanned power plant outagH. 

Tampa Electric also ccnllnJes to Improve its physical access to nab.nll gas 
supply by d~rsifying its mcelpt points along lte Gulf Coast lnl other areas 
when opportunities arise. 

12 
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TAMPA ELECTRIC 

BEFORE THE 

FLORIDA PUBLXC SERVICE COMMISSION 

DOCKET NO. 150001-BI 

IN RE: POEL &: PtJR.CHASED POWBR COST RECOVERY 

AND 

CAPACITY COST RECOVERY 

2014 HEDGING ACTIVITY TRUE-UP 

TESTIMONY AND EXHIBIT 

J. BRENT CALDWELL 

FILED: APRIL 7, 2015 
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direction and supervision. This report explai ns the 

company's risk management a ctivities 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 books and 

records are kept in the regular course of business in 

accordance with generally accepted accounting principles 

and practices, and p r ovi s i ons of t he Uniform Syst em of 

Accounts as prescrtbed by this Commission. 

What were the result s of Tampa Electric' s risk 

management activities in 2014? 

As outlined in Tampa El ectric' s 2014 Hedging Activity 

True-up, f i l ed as an exhi bit to thi s testi mony , the 

company f ollows a non- specul ative risk management 

s t rategy t o reduce fue l price volatilit y 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 t i me, this program has been enhanced 

3 



~ 

2 

3 

4 

5 

6 

7 

6 

9 

lO 

11 

12 

13 

14 

15 

16 

17 Q. 

l8 

19 

20 A. 

2 J. 

22 

23 

24 

25 

Docket No. 150001-EI 
IOU Natural Gas Hedging 

True-up Filings with the PSC 
Exhibit No._ TN-2 

Page 133 of 134 

as Tampa Electr ic' s gas needs have evolved and grown . 

All enhancements have been reviewed and appr oved by the 

company's Risk Authorization Committee. 

The r eport 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 

as 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. 

OOi!!e Tampa Electric implement physical hedges for 

natural gas? 

No, Tampa Electric does not hedge natural gas pricing 

through physical gas supply contr acts. Tampa Electric 

does hedge i ts natura l gas suppl y t hrough 

diversification. Tampa Electric also physically hedges 

its supply through the use of a variety of sources, 

delivery methods, inventory locations and contractual 

4 



REDACTED 

Type 
Contract of 

Hedge 

January 2014 Swap 
February 2014 Swap 

Maroh2014 Swap 

Apr112014 Swap 

May2014 Swap 

JunaZJ14 Swap 

July2014 SWap 

Augult2014 Swap 

September 2014 Swap 

October 2014 Swap 

Nowmber 2014 Swap 
December 2014 Swap 

Tunpa Electric CG-ny 
Nllural GQ Hedging Aclhll• 

DOCKET NO. 150001-EI 
2014 HEDGING ACTIVITY lRUE-UP 
EXHIBIT NO. __ (JBC-1) 
DOCUMENT NO. 1 
PAGE30F6 

JIIIUIIJ 1, 2014 through o.c.ller 31, 2014 

Reai'IZBf Hedged 
Colampllon Percent Budget Hedge Seltle Vokne Gaini{L.oss) (MMBtu) (liM Btu) Hedged Priat Prloe P~ce 

$1,087,285 
$4,942,700 
$2,232,&70 
$1,791,460 
$2,668,620 
$2,617,190 

$1 ,903,51i5 
($382.010) 
($770,010) 

$43,200 

($0,815) 
$347,750 

Consistent with Tampa Electric's norH~pSCUiative risk management plan 
objective, Tampa Electric's natural gas hedging plan provided price stability and 
certairty during 2014. For 2014, the cahnfar year net position for natural gas 
hedges was slightly below the dosing price of natural gas, resulting in a mark-te>­
marlalt net gain rA $15.8 million. The clollng prfce was abow the fixed hedge 
pltce primarily due to en lrlc:rMee In demand for n~~tural gas folowlng the colder 
than normal weather for 1he winter of 2013fl014. 

Tmnpa Electric main1Bins natural gas storage capacity of 1,500,000 MMBtu In 
order to enhance its physical reliability of gas supply. The storage provides 
Tmnpa Electric wittl improved access to •intraday" natural gas when an 
operational need ariMS, provides lmpi'CMid hwricane coverage, and can be used 
to coeHffectively manage swings In gaa ~ply nMds durtng extreme we•thar 
cond111ona, weekends, holidays and unplanned power plant autagea. 

Tampa Electric also continues to imp!'D\18 ibi physical access to natural gas 
supply by diversifying its receipt points along the Gulf Coast and other areas 
when opportunities elise. 

In summary, financial hedging actlvltlea for natural gae nasultad in a nat gain of 
approximately $15.8 mllon In 2014; men Importantly, Tampa Electric wu 

11 
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BEFORE 1HE 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 Al'\IENDED 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 Office 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 

ofinterrogatories (Nos. 1-13), filed on May 12, 2015, as ifthose 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 (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. 

Natural Gas Oil Other I Total Net Hedging 
Commodities I Gain (loss) Gain (loss) 

Gain (loss) 
Gain (loss) 



2002 
2003 
2004 
2005 
2006 
2007 
2008 
2009 ; 
2010 I 
2011 
2012 
2013 
2014 
Total 

Answer: 

I 
I 

! 1 
l 

I 
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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-ISFL-FUEL-00267. 



Natural Gas #6 Oil #20ii 
Savr:1gs (Cost) Savings (Cost) Savings (Cost) 

See Note 1 
2002 ($2,098,791) ($1,533,222) $0 
2003 $19,772,126 ($1,229,174) $0 
2004 $51,068,145 ($758,433) $0 
2005 $121,672,401 $70,386,665 $0 
2006 $62,066,818 $58,539,042 ($1,606,710) 
2007 ($34,399,955) $18,382,023 $943,446 

2008 $116,935,706 $106,527,933 $13,035,568 
2009 ($556,:!.49,474) ($17,029,960) ($9,937,473) 

2010 {$285,863,553) $3,400,207 $783,615 
2011 ($240,882,264) $4,356,425 $3,044,674 
2012 ($351,321,610) $4,456,315 $382,080 
2013 ($140,907,108) $:J ($213,675) 

2014 ($27,741,075) $0 ($133,341) 

Note 1: 

DoeketNo.!5000l-EI 
IOU Natura! Gas Hedging Results as 
.Reported in DisetJVeay 
bhibit_TN-3 
Page 4 of2S 

Docket No. 150001 
DEF's Amended Response to OPC's 1st Rogs (1-13) 

Q2 
DEF-15FL-FUE' -00267 -

River Barge/Rail 
Fuei Surcharge Natu raJ Gas Storage Total Net Hedging 

Savings (Cost) Savings (Cost) Savings (Cost) 
See Note 1 

$0 $0 ($3,632,013) 

$0 $0 $18,542,952 

$0 $0 $50,309,712 
$0 $0 $192,059,066 

$0 $0 $118,999,150 

$0 $0 ($15,074,486) 

$0 $3,268,288 $239,767,495 
$0 ($478,125) ($583,595,032) 

($237,316) ($13,125) ($281,930,172) 
$2,240,474 $6,750 ($231,233,941) 

$908,953 ($205,913) ($345,780,175) 
($219,072) $25,575 ($141,314,280) 
($594,097) $3,225 ($28,465,288) 

OfF Is revlslng iU response to OPC'5 Fi~t Set of lnterTogatories question 2. The Natural Gas Stonge amounb have bet':l1 removed from the Natura! Gas Savrngs (Cort) totals 

for the years 2008 throush 2014ond plocod In 1 cclumn coOed No!urol Gu Staraco sovlns• (CD1t). The Total Net Hedslns Savlnp (Cost)tDtols far this toble have not cha,..d. 

Tho Noturol Gu Storap omount. wora moved to the Na!llrol G .. SttJraga Savlnss Cast Column and Wltl'l Included In DEF's o~lnol l'lsponseaubmltted an Moy 25, 2015. 
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BEFORE TilE FLORIDA PUBLIC SERVICE COMJviiSSION 

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.l-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 

oflnterrogatories (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 ofthe 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 of2015. 

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. 



AFFIDAVIT 

STATE OF NORTH CAROLINA 

COUNTY OF MECKLENBURG 

Before me, the undersigned authority, on this 20 
2015, personally appeared JOSEPH MCCALLISTER, who 

<X) is personally known to me, or 
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Reported in DiSCOVeJY 
Exhibit_TN-3 
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.day of ~(}.._Y 

( ) 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 knowle ge. 

Printed name 

Vt~Y G\( j il t:~r<fr:Jo/ 
Title 

My commission ExpiresJ U(\e_ \L..\) 910/6 
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Fiorida Power & Light Company's 

Responses to 

Office 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 
clause wi1h generating performance incentive 
factor 

DocketNo: 150001-EI 

Date: May 26, 2015 

FLORIDA POWER & LIGHT COMPANY'S RESPONSES TO THE OFFICE 
OF PUBLIC COUNSEL'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-15-0096-PCO-EI, 

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 CoWlsel'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 submitted this 26th day ofMay 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. BarNo. 0773301 
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A. 

Annual and cumulative hedging results 
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Florida Power & Light Company 
Docket No.150001-EI 
OPC,s 4th Set of Interrogatories 
Interrogatory No. 26 
Page 1 ofl 

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. 



FPL HEDGING RESULTS 
Natural Gas HeavyOU Electricity 
Gain(Loss) GainlLoss) Gain(Loss) 

2002 15,100,709 31,484,206 689,576 
2003 (19,352,985) 26,547,034 5,094,480 
2004 156,275,728 53,360,782 3,864,571 
2005 488,815,538 102,249,149 3,363,088 
2006 (487,636,397) (52,001,140) 0 
2007 (918,863,078) (82,325,643) 0 
2008 100,709.736 267,554,705 0 
2009 (1,660,695,829} (62,901,236) 0 
2010 (509,147,046) 8,917,158 0 
2011 ( 404_239,340) 16,580,894 0 
2012 (671,819, 795) 2,677,666 0 
2013 18,253,045 (710,650) 0 
2014 116,639,265 0 0 
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Flori1!a Power & Light COmpllny 
DocketNo.15000t-EI 

OPe's 41t! Set ollntllmlgalariBs 
Allllchment I, lnterrogatoly No. 28 

Page1 of1 

Total Hedging 
Gain(Loss) 
47,274,491 
12,288,529 

213,501,081 
594,427,775 
cs39,637,s3n 

(1,001,188,721) 
36~t264,441 
(1,723,597,06~ 

(500,229,888) 
(387 ,658,446) 
_{669,_142,12~ 

17,542,395 
116,639,265 
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Florida Power & Light Company 
Docket No. 150001-EI 
OPC's 4th Set of Interrogatories 
Interrogatory No. 29 
Page 1 of1 

Based on the rmancial 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 frrst 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 $3 82 million for 2015. 

' 
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STATE OF FLORIDA ) 

COUNTY OF PALM BEACH) 
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I hereby ·.certify that on this · 2 ~ day ofMay .2015 before me, an offi~r duly authorized 

in the State and County aforesaid-to take acknowledgments, personally appeared Gerard J. Yupp, 

who is personally ]mown to me, and he acknowledged before me that he provided tpe answers to 

jpterrogatory number(s) 25 through 26 and :28 through 29 from CITIZENS FOURTH SET OF 

INTERROGATOIUES TO FLORIDA POWER & LIGiiT ~OS. · 25-37) i1i Dqcket No. 

150001-EI, and that the respo.nses are true and correct based on his personal knowle.dg~, 

~~ 'Gerard J. u p 

In. Witness Whereof, I have hereunto set my band and seal in the State and CoUQ.ty 

aforesaid as of this 't.~ day of May, 2015. 

1 

~-j · ( . · . ... ···· ~~ 

Notary P · ·c ·. s:otFOri:.atL: 
My Cortnnission Expires: 

MARITZAMIIWilA-WISE 
MY COMMISSION f FFC02868 

EXPIRES: May SO, 2017 
l!ohdedlhru NQIII)'Pulillll~ll 

':"" .~c:...·..-...u..: 
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Gulf Power Company's Responses to 

Office of Public Counsel's 

First Set of Interrogatories Nos. 2J' 5 
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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. ) 

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

GULF POWER COMPANY (''Gulf Power", "Gulr, 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 electronic mail the 22nd day of May, 2015. 

~ ffii:£./4~ FFREY A. STOE 
Florida Bar No. 325953 
RUSSELL A. BADDERS 
Florida Bar No. 007455 
STEVEN R. GRIFFU" 
Florida Bar No. 0627569 
BEGGS & LANE 
P. 0 . Box 12950 
Pensacola FL 32591-2950 
(850) 432-2451 
Attorneys for Gulf Power Company 
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CitizenS' First Set of Interrogatories 
GULF POWER COMPANY 
Docket No. 150001-EI 
May22,2015 
Item No.2 
Page 1 of 1 

2. For each of the years from 2002 through 2014, what was the annual gaJn 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 
amual galn or loss for all the commodities hedged during that year? Please 
respond using a table fon'nat siMilar to the one below and add additional columns 
for hedged commodities • 

. ANSWER: 

Other Total Net 
Natural Gas Oil Commodities Hedging 
Gain (loss) Gain (loss) Gain (loss) Gain (loss) 

$ $ $ $ 
2002 238.750 nla nla 238.750 
2003 4,ae2.on n/a n/a 4,862,on 
2004 6,652,157 n/a n/a 6,652,157 
2005 22571976 n/a nla 22,571.976 
2006 (18 714.562) n/a n/a {18_._714.662) 
2007 (9,197,433) n/a n/a (9,197,433) 
2008 (1 ,737,726) n/a n!a (1,737.726) 
2009 (51,232.251) n/a nla (51,232_,251) 
2010 (19,667,161) n/a nla (19667,161) 
2011 (15 444,523) n/a n/a (15,444,523) 
2012 . (32 865,554) n/a n/a (32,865.564) 
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-EI 
May22, 2015 
Item No.5 
Page 1 of 1 

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., GULPs March 25, 2016 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? 

ANSWER: 

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

b. 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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Docket No. 150001-EI 

Before me the undersigned authority, personally appeared Susan D. Ritenour, 

Corporate Secretary, Treasurer, and Corporate Planning Manager of Gulf 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 best of her knowledge, 

information, and belief based on the information provided by others in the course of 

business. She is personally known to me. 

Corporate Secretary, Treasurer and 
Corporate Planning Manager 

Sworn to and subscribed before me this c?o ~ day of CJK.w..£? 

LAte~ a.~ 
Notary Public, State of Florida at Large 

12015, 
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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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FLORIDA PUBLIC SERVICE COMMISSION 

In re: Fuel and Purchased Power ) 
Cost Recovery Clause with ) 
Generating Performance Incentive ) 
Factor ) 

DOCKET NO. 150001-EI 
FILED: MAY 26,2015 

TAMPA ELECTRIC COMPANY'S 

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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TAMPA ELECTRIC COMPANY 
DOCKET NO. 160001-EI 
OPC'S FIRST SET OF 
INTERROGATORIES 
INTERROGATORY NO.2 
PAGE 1 OF 2 
FILED: MAY 26,2016 

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. 

Natural Gas Oil 
Other 

Total Net Hedging Commodities 
Gain (loss) Gain (loss) 

Gain (loss) 
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. 

2 



Natural Gas f · Oil 
Gain (loss) I Gain (loss) 

2002 ($203,500) 0 
2003 ($2,758,028} 0 
2004 $8A13,170 0 
2005 $53,231 f 770 0 
2006 ($54,482, 120) 0 
2007 ($59,691 ,520) 0 
2008 $18,147,375 0 
2009 ($193,185,985) 0 
2010 ($67,840,710) 0 
2011 ($33 ,889,480) 0 
2012 ($61 ,518, 120) 0 
2013 ($3,256,370) 0 
2014 $15,615,785 0 

Docket No. 150001-EI 
IOU Natural Gas Hedging Results as 
Reported in Discovery 
Exhibit_TN-3 
Page23 of25 

TAMPA ELECTRIC COMPANY 
DOCKET N0.150001-EI 
OPC'S FIRST SET OF 
INTERROGATORIES 
INTERROGATORY NO.2 
PAGE 20F2 
FILED: MAY 26, 2015 

Other 
Total Net Hedging 

Commodities 
Gain (loss) Gain (loss) 

0 ($203,5001 
0 ($2,758,028) 
0 $8,413,170 
0 $53,231,770 
0 ($54,482,120) 
0 ($59,691 ,520) 
0 $18,147,375 
0 ($193,185,985) 
0 ($67,840, 71 0) 
0 {$33,889,480) 
0 ($61,518,120) 
0 ($3,256,370) 
0 $15,615,785 

3 
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TAMPA ELECTRIC COMPANY 
DOCKET N0.150001-EI 
OPC'S FIRST SET OF 
INTERROGATORIES 
INTERROGATORY NO. 5 
PAGE 1 OF 1 
FILED: MAY 26,2015 

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., 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. 

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. 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 $9,365,645. 

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 adual impact until the end of the year. 

8 
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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 belief. 

Dated at Tampa, Florida thlsJthay of May, 2015. 

~ 
Sworn to and subscribed b fore me this :2tz day of May, 2015. 




