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Q.
Please state your name and business address.

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

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

A.
I am employed by Progress Energy Carolinas in the capacity of Director, Gas & Oil Procurement & Logistics.

Q.
Have your duties and responsibilities remained the same since you last testified in this proceeding?

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

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 the resolution of the hedging-related issues pending before the Commission in Docket No. 011605-EI.

Q.
Have you prepared exhibits to your testimony?

A.
Yes, I have prepared Exhibit No. ___ (PRM-1T), a three-page summary of the results of the Company’s Risk Management Plan for the true-up period, and Exhibit No. ___ (PRM-2T), a one-page listing of the hedging information required by the Commission-approve resolution of issues in Docket No. 011605-EI, both of which are attached to my prefiled testimony.  

Q.
Did Progress Energy encounter any force majeure events in 2003?

A.
Yes, Progress Energy encountered two force majeure events.  One occurred on Florida Gas Transmission pipeline system as a result of a pipeline leak downstream of compressor #4.  The other was a result of Tropical Storm Claudette in the Gulf of Mexico that disrupted a portion of our contracted natural gas supplies.  

Q.
What measures did Progress Energy take during these force majeure events to maintain the load of its customers?

A.
Progress Energy continued to serve customer load through the increased use of residual (No. 6) and distillate (No. 2) oil to the extent necessary during the force majeure event that occurred on Florida Gas Transmission pipeline system.  During the tropical storm force majeure event, the Company again used No. 2 fuel oil to the extent necessary and worked with Gulfstream Natural Gas and Florida Gas Transmission to use a portion of the excess gas in their pipelines until production resumed.  

Q.
What measures did Progress Energy undertake to minimize other risks identified in its Risk Management Plan?

A.
Progress Energy continued to perform its daily management activities outlined in the Plan to monitor and, to the extent possible, mitigate risks to customers.

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

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

Q.
What hedging activities did Progress Energy undertake for fuel and wholesale power?

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

1.)  A zero-cost collar for a 20,000 MMBtu per day supply of gas for the three-month period of December 2002 through February 2003. The contract was exercised in February 2003, resulting in savings to customers of $190,400.

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

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

4)   The Company exercised a contractual option to fix the price on various shipments of residual oil in 2003, which resulted in a net additional cost to customers of $1,229,174.

To summarize, the Company met its 2003 hedging objectives and provided total net savings to customers of $18,542,952, in addition to savings of approximately $15.4 million from economic power purchases and short-term off-system power sales.

Q.
Does this conclude your testimony?

A.
Yes, it does.

PAGE  
2

