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transportation agreements. These activities resulted in a net hedge cost for 2010 of 

$281.9 million. REDACTED 

Q. 	 Did PEF execute its hedging activities consistent with its approved Risk 

Management Plan? 

A. 	 Yes. The hedging activities executed by PEF were consistent with those outlined in its 

2010 Risk Management Plan (UPlan"). In the Plan filed in August 2009, the hedging 

target ranges established for calendar year 2010 were to for forecasted 2010 

calendar year natural gas and heavy oil burns, and at least of forecasted 2010 

calendar year burns for light oil. In addition, PEF outlined that it expected to begin 

executing oil product financial hedges to hedge a portion of the oil related fuel 

surcharge embedded in PEF's coal railroad and barge agreements in 2010. This 

activity was approved by Commission Order No. PSC-09-0349-CO-E1. PEF did not 

establish formal hedging target ranges for these activities for calendar year 2010 for 

two reasons. First, 2010 was the first year PEF began hedging a portion of the 

estimated 2010 fuel related coal transportation surcharges and PEF wanted to 

implement associated reporting processes before setting formal target hedging ranges 

in its Risk Management Plan. Secondly, at the time of filing its Plan, PEF had yet to 

finalize the negotiation of all the terms and conditions of the CSX railroad agreement 

for periods after 2009 and wanted to wait until the new agreement was executed 

before setting formal target hedging percentage ranges in the Plan to ensure the 

hedging activities were consistent with the surcharge exposure in this agreement. By 

mid-2010, PEF had implemented the hedging activities for established fuel surcharge 

exposures in the coal and river barge transportation agreements and has set formal 

targets in its 2011 Risk Management Plan. 
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REDACTED 


With that background, PEF's estimated hedging percentages for 2010 based on 

forecasted calendar year burns as of December 2009 for natural gas, heavy oil and 

light oil fuel oil burns were approximately and , respectively. All of 

these percentages were within the targets established as part of the Plan. As outlined 

in the Plan, actual hedge percentages can come in higher or lower than targets as a 

result of actual versus forecasted fuel burns. For calendar year 2010, PEF's actual 

hedge percentages based on actual burns for natural gas, heavy oil and light oil were 

approximately and respectively. The actual hedge percentages for 

natural gas and light oil were within the targets of the Risk Management Plan. The 

primary driver of the lower actual heavy oil hedge percentage versus the targeted 

hedge percentage range was due primarily to significantly higher heavy oil burns to 

support PEF's energy requirements for the months of January 2010, June 2010 and 

December 2010. In aggregate, the higher heavy oil burns were due primarily to higher 

energy loads as a result of colder than normal weather in January and December 2010 

and warmer than normal weather in June 2010. For illustrative purposes, in its 

November 2009 Fuel and Operation Forecast for 2010, January 2010, June 2010 and 

December 2010 had forecasted heavy oil burns of 19,847 barrels, 123,897 barrels and 

15,626 barrels. Actual heavy oil burns for January 2010, June 2010 and December 

2010 were 349,900 barrels, 246,400 barrels and 133,500 barrels. PEF estimated 

hedge percentages for the fuel surcharges embedded in PEF's coal railroad and river 

barge agreements in 2010 were and , respectively. 

Q. What were the results of PEF economic purchase and sales activities for 

2010? 

A. 	 With respect to economic purchases and sales, during 2010 PEF's economic energy 

wholesale purchases and power sales resulted in savings of approximately $24.5 

million and $1.1 million, respectively. 
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Progress Energy Florida 
Hedging Savings/(Cost) from 2002 through 2010 

Year 

2002 

2003 

2004 

2005 

2006 

2007 

2008 

2009 

2010 


ges 
Total Hedged 
($3,632,013) 
$18,542,952 
$50,309,712 
$192,059,066 
$118,999,150 
($15,074,486) 
$239,767,495 
($583,592,512) 

Note: Includes natural gas, No.6 oil, No. 2 oil, river barge fuel surcharge, and rail fuel surcharge 



Progreu Energy Florida REDACTED 
Natunl Oas and 011 Hedging Detail - Redacted 
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PEF Gas Hedging Status (August· December 2010) 
As of December 31.2010 
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PEF Gas Hedging Status (August· December 2010) 
As of December 31. 2010 
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PEF Gas Hedging Status (August - December 2010) 
As of December 31 . 2010 
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PEF Gas Hedging Status (August - December 2010) 
As of December 31, 2010 
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PEF Gas Hedging Status (August - December 2010) 
As of December 31,2010 
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PEF Gas Hedging Status (August· December 2010) 
As of December 31,2010 
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PEF Gas Hedging Status (August· December 2010) 
As of December 31,2010 
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PEF Gas Hedging Status (August· December 2010) 
As of December 31 , 2010 
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PEF #6 Oil Hedging Status (August - December 2010) 
As of December 31.2010 
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PEF #6 Oil Hedging Status (August - December 2010) 
As of December 31, 2010 
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PEF #2 Oil Hedging Status (August· December 2010) 
As of December 31.2010 
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:t Progress Energy 

Hedging Details for 

"Coal Transportation - River Barge" 


(Aug - Dec 2010) 




PEF Coal Transportation Hedging Status (August - December 2010) - Barge 
As of December 31. 2010 
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REDACTED 


~ Progress Energy 

Hedging Details for 

"Coal Transportation - Rail" 


(Aug - Dec 2010) 




PEF Coal Transportation Hedging Status (August· December 2010) . Rail 
As of December 31. 2010 
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