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COMPANY: TAMPA ELECTRIC COMPANY 
SUBJECT: PROJECTED FILING VS ACTUAL HEDGED WITHIN LIMl l  
PERIOD: SEVEN MONTH ENDING JULY, 2008 

EXHIBIT 1 

DOCKET: 080001-El 
SHEET: PROJECT VS ACTUAL HEDGED 

ACTUAL MMUTU MIN. LIMIT MAX LIMIT PERCENT 
WITHIN LIMIT MONTH CONSUMPTION PERCENTAGE PERCENTAGE MMUTU MIN MMBTU MAX MMBTU HEDGED HEDGED 

APR 4,573,838 
MAY 6,103,368 
JUN 5873.024 
JUL 4,583,176 

32,391,748 
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SCHEUULEE3 OENERATING SVETEM COMPARATIVE DATA BY FUEL TYPE 
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GENERATION MIX(% MWHl 
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FUELCOST PER UNIT 
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OENERATINO SYSTEM COMPARATIVE UATA BY FUEL TYPE 

TAMPA ELECTRIC COMPANY 
ESTIMATED TOR THE PER100 JULY 2008 THROUGH DECEMBER 2008 

SCHEOULE E3 
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3,229,931 
5,019,741 

6,318,351 
3,827,275 

t 

i 



1 200807 

VOlUO 

orecasted 
Burns 

7,572'0% 7,723,6 
6,629,841 
5,595,160 
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TAMPA ELECTRIC COMPANY 
FUEL PRICE ISDGING COST 

OBSERVATION OF INTERNAL CONTROLS OVER HEDGING. 
DOCKET NO. 080001-E1 AUDIT CONTROL No. 08-221-2-2 

Objective: 
Verify that Utility has followed its procedures for separating duties related to hedging activities (Le. Front 
Ofice, Middle Office, and Back Office) per its Hedging plan. 

Front Office Per Utility Plan: 
The Front Office management has the primary responsibility for managing risks for the individual operating 
companies, In executing risk management activities, they must seek the advice and involvement of qualified 
individuals for issues related to areas beyond the unit’s expertise. For example, certain sources of risk such a6 
credit, tax, accounting, and legalhgulatory, give rise to a high degree or reliance on persons with specialized 
knowledge. 

For Front Office duties, please refer to work paper 63-1 (1 OF 2) 

Observation: 
Mr. Brent Caldwell was my resource personnel during the observation of the activities for the Front Onice. Ne 
walked me through how transactions are performed on a daily basis. The Front Offce mainly executes 
transactions by running a daily Hedge volume report, to determine the volume needed. A credit report is run, 
to determine a counterparty with sufficient credit limit. The credit limit is established by the Middle Ofice. 
The NYMEX prices are then compared to the fixed price and the appropriate volume is hedged. 

Middle Ofice Per Utility Plan: 
The Middle Ofice is a TECO Energy corporate function reporting through the Director-Independent Risk 
Oversight (DIRO). It consists ofthree main areas; market risk, credit risk, and contract 
management/compliance. For Middle Office responsibilities, please refer to work paper 63-1 (1 OF 2) 

Observation: 
Mr. David Bly was the point of contact. he stated International Swaps and Derivatives Association, Inc (ISDA) 
contract is setup for each counterparty, as the guiding principle for all Swaps contract. Subsequent confirmation 
contracts are used for each hedging activity. 
He stated an internal credit model is used to establish the credit worthiness of the counterparty and based on the 
results of the model and other intemal factors, a credit limit is set for each counterparty. This information is 
transmitted tothe Front Office. The Front Ofice then uses these credit limits to transact business with the 
counterparty. 
The Middle Ofice on a daily basis, ascertain the integrity of data input into the Nucleus system (Utilities 
Accounting System), by reconciling the Trader (Front Office Transaction) blotter to Nucleus system data as 
well as the numbers on the confirmation report (external document generated by the counterparty). They then 
compare the prices on these reports to the NYMEX prices on the Mark to Market Report generated by the Back 
Ofice. 

Back Ofice Per Utility Plan 
The Back Office function is responsible for financial and accounting activities relating to the transaction 
process. For Back Office responsibilities. please refer to work paper 63-1 (2 OF 2) 
Observatiox 
Mary Conti, was the resource personnel for the Back Office activities. She showed me a copy of the position 
summary report (Mark to Market Report). She prints these reports on a daily basis, verifies the settlement price. 
by comparing it to the confirmation and NYMEX prices. She also verifies the confirmation with a draft invoice, 
lo ascertain that they reconciled. If it agrees, she approves, and then forward it to the Front Ofice for final 
approval. M e r  Front Office approval, she forwards it to the necessary department, either account payable or 
account receivable, for payment. She reconciles the account on a monthly basis and transmits the monthly 
report to Financial Reporting. 

Conclusion: 
The Management Audit Report on Hedging, issued on December, 2007, under internal controls, describes a 
three-tier organizational structure of internal controls to meet Sarbanes-Oxley Act in 2002. The three-tier 
structure places emphasis on separation between Front, Middle and Back Offices. Each ofice is designed to 
provide oversight of the other. 

SOURCE: Auditor Observation/PBC 



TAMPA ELECTRIC COMPANY 
FUEL PRICE E D G I N G  COST 

OBSERVATION OF INTERNAL CONTROLS OVER IlEDGING 
DOCKET NO. 080001-E1 AUDIT CONTROL NO. 08-221 -2-2 

The Front Office is responsible for executing hedging transactions, the Middle Office ensures data integrity of 
the transactions as well as assessing credit worthiness of counterpadies, and the Back Office is the Financial 
Reporting. 
Based on the above criteria, staff issued document request and followed up with observation and discussion 
with the people involved in each office. We determined that based on the procedures we perrormed for this 
audit, there are separation between the Front Oflice, Middle OEce  and the Back Office. 

SOURCE: Auditor ObservationPBC 
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1.4. Front Office 

1.6. Middle Office 

' The Middle Office is a TECO Energy corporate function reporting through the'DIRO. It consists 
of three main areas: market risk management, credit risk management and contract 
management/compliance. The Middle Office will have the following responsibilities: 

Perform end-of-period portfolio valuation; 

Determine mark-to-market valuation adjustments; 

Ensure the proper recording of Front Office transactions; 

Negotiate, administer and maintain enabling agreements with counterparties; 

Exchange written andor  verbal confirmations with counterparties; 

Monitor the aging of confirmations; 

Source forward curves for portfolio valuation as needed 

Perform market and credit risk measurement; 

Review counterparty credit and establish appropriate credit limits; 

. . .  
0 Ensure awareness of pertinent regulatory provisionslstandards and monitor transactional 

compliance; and 

Developing appropriate control procedures to monitor compliance with Energy and Credit 
risk policies. 

The activities of the Middle Office do not reduce the Front Office's primary responsibility for 
accurately assessing and managing the risk associated with their business profile. A strong 
segregation of duties must exist between Front and Middle Office activities. 

Front Office management has the primary responsibility for inanaging risks for the individual 
operating companies. In executing risk management activities, they must seek the advice and 
involvement of qualified individuals for issues related to areas beyond the unit's expertise. For 
example, certain sources of risk, such as credit, tax, accounting, and legal/regulatory, give rise to 
a high degree of reliance on persons with specialized knowledge. 

Specifically, Fronl Office management is responsible for: 
Developing and executing transacting strategies that are consistent with the strategies. 
limits and products approved by the RAC; 

Proposing strategies and market risk trading limits for RAC approval (following input from 
the DIRO); 

Assuring that the operations group and systems infrastructure supports the volume and 
complexity of transactions; 

Developing a.process for identifying new products, initiating and managing the review of 
new products and presenting new products for RAC approval; 

B - 
- 111 

- I1 Supervising transactors and'all activity; 

- 11 . Managing and reviewing o v e E C l T q o l i o  a n d m m - 1  a v 
13 and verifying that hedges are appropriate and well maintained; 
- 

Enforcing market risk limits and observing credit risk policies; 

Assuring that transactors understand the risk exposures of transactions and understand the 
risk policies, procedures, and limits; and 

Assuring understanding of all applicable regulatory issues. 
- - -  



1.7. Back Ofice 

The Back Office function is responsible for financial and accounting activities relalillg to thC 
transaction process independent of the Front Office. The Back Office will have the following 
responsibilities: 

Track and process transactions; 

' Maintain customer information; 

Perform P&L reconciliation; 

Prepare customer billings; 

' ,  

9 Energy Risk Management Policy 9 

I1 

I ?  ~- I 11-1 ~ 

13 - 

Issue payment receipthstructions; and 

Support or perform transaction settlements. 
1 'I 
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Tampa Eleotric Company 
Review of Accounting Treatment for Hedging Activities 
Docket # 080001-El 
Audit Request , I O  

Please provide answers to the following questions: 

Front Office: 

Do you engage on consultation during the course of performing you task 
and how are the related cost shared among TEC and PGS? 

NO 

Could you please provide me with a copy of the transacting limits for each 
individual authorized to transact derivatives and hedging activities and the 
related approved products by the RCA? 

See attached CONFIDENTIAL transacting limits for TECO Energy. The 
approved transactions (approved products) are detailed in Section 2-2.1. of 
TECO Energy’s Energy Risk Management Policy, which was provided in 
Request #I. 

How often do you assess market and credit risk? 

Market and credit risk are assessed daily and an internal credit report is issued 
by Middle Office which shows available credit by counterparty. 

What process is used in approving a new derivative or hedging product? 

See Section 3-3.3. of TECO Energy’s Energy Risk Management Policy, which 
was provided in Request #I. 

How do you ascertain that hedges are appropriate and well maintained’? 

The middle office provides daily reports showing hedge position relative to limits 
required by the pre-set hedge plan. 

How do you ensure regulatory issues are enforced? 

Front Office follows the Tampa Electric Risk Management plan filed annually with 
the Commission which was provided in Request #I. 
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Tampa Electric Company 
Review of Accounting Treatment for Hedging Activities 
Docket # 080001-El 
Audit Request IOA 

Please provide answers to the following questions: 

Middle Office: 

Do you deal with counterparties? If yes describe your interactions with 
counterparties and the procedures it follows. 

Middle Office interacts with counterparties to establish enabling agreements, 
asses counterparty creditworthiness and confirm forward transactions. 

How do you monitor the aging of confirmations? 

For physical and financial transactions that have a delivery date beyond the next 
business day, the Middle Office analyst will create and send a new confirmation, 
and/or respond to the counterparty's confirmation. As each confirmation is sent 
or received, the Middle Office analyst uses the Nucleus system to track the 
status of applicable confirmations. 

How often do you perform end of period portfolio valuation? 

The hedging portfolio is valued at the end of each month. 

Do you have established credit limits for counterparties? If yes, could you 
provide me with copies of the credit limits? (In excel format) 

Yes, see attached CONFIDENTIAL credit limits for counterparties. It is also 
being provided in Excel. 
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Tampa Electric Company 
Review of Accounting Treatment for Hedging Activities - 

- Docket # 080001-El 
- Audit Request 10B 
- 

- 
- Please provide answers to the following questions: 
- 

Back Office: 

How are transactions tracked and recorded? 

Tampa Electric uses the computer software Nucleus to track gas transactions. 

- 
- 
- 

- 

- 
- 

How often do you perform account reconciliation? 

Monthly 

How are billing and payments separated and processed as far as . 

settlements is concern? - 

The Back Office performs the settlement process for gas purchases, sales and 
settled hedging. Once an invoice is settled (payable) or created (receivable), it is 
approved and forwarded to the Accounting Department. The Accounts Payable 
department disburses funds for payables and the Accounts Receivable receives 
funds for receivables. 

- 
- 

- 



COMPANY: TAMPA ELECTRIC COMPANY 
SUBJECT: CROSS SUBSIDY TESTING 
PERIOD: MONTH ENDING JANUARY, 2008 
AUDITOR: DANIEL ACHEAMPONG 

FILENAME: CROSS SUBSIDY 

SHEET: JAN 
DOCKET: 080001-El 

SOURCE: AS REFERENCEO 

STAFF CALCULATION ,. -. 
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TAMPA ELECTRIC COMPANY 
FUEL PRICE HEDGING COST 

T + k M P i + E E - T ~ P E O P I = E ~ * L  

DOCKETNO. 080001 - E /  AUDIT CONTROL NO. 08-221-2-2 
n 11 I n n m 

TAMPA ELECTRIC CO. 
SWAPS -DERIVATIVE NATURAL (IAS INVOICES 

.1mn-01 Pmducdoo Monlli 
1ziz~n007 NWB~.  smiemm~ ~~a~ 

TEC 

pas 

TOTAL 

lnvoico No.: lnvoim No.: 

- 

, & ' . I .  . . i  ..; . a , ,  ....... ., 
1 , : .. . 
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COMPANY: TAMPA ELECTRIC COMPANY 
SUBJECT: CROSS SUBSIDY TESTING 
PERIOD: MONTH ENDING FEBRUARY, 2008 s\\9 
AUDITOR: DAN I EL ACH EAMPONG 

FILENAME: CROSS SUBSIDY 

SHEET: FEB 
DOCKET: .080001-EI 

Nucleus 

SOURCE: AS REFERENCED 

0 - 0 (3 
PERCENTAGE PERCENTAGE 

k) 
PGS 

(d) 
Counterparty Invoice TEC 

61 =@b STAFF CALCULATION 



TOTAL 
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COMPANY: TAMPA ELECTRIC COMPANY 
SUBJECT: CROSS SUBSIDY TESTING 
PERIOD: MONTH ENDING MARCH, 2008 
AUDITOR: DANIEL ACHEAMPONG* 

FILENAME: CROSS SUBSIDY 

SHEET: MARCH 
DOCKET: 080001-El 

A 8 C 
Nucleus Countemartv Invoice TEC PERCENTAGE PERCENTAGE 

TOTAL HEDGED-'IEC HEDGED-PGS Name Invoice No.: InvoiceNo.: Due Date Amount 

STAFF CALCULATION 

SOURCE: AS REFERENCE WIP 4s-L 
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FUEL PRICE HEDGING COST 
' F A M % E H E T H C ~ ~ T ~  

DOCKET No. OSOOOl-El AUDIT CONTROL NO. 08-221-2-2 
I1 n II n II II /I n 

ThMw 
SWAPS 

TEC 

!vas 

TOTAL 
. . ,.-. ., 
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PVOPT v:s C , G  iJ&lRl C TO MARKET REPORT 
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COMPANY: TAMPA ELECTRIC COMPANY 
SUBJECT: CROSS SUBSIDY TESTING 
PERIOD: MONTH ENDING APRIL, 2008 
AUDITOR: DANIEL ACHEAMPONG 

FILENAME: CROSS SUBSIDY 

SHEET: APRIL 
DOCKET: 080001-El 

A B C 
Nucleus Cormterpirty Invoice TEC PGS PERCENTAGE PERCENTAGE 

SOURCE: AS REFERENCED 

STAFF CALCULATION 

WIP 69-3 
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CompunlOed 1 Trade Date P IS Cmdty PDmOCm sb;l(Bgy 

HH 
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I200804 
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Region: *LL Page: 1 

iary Detail Report. sualegy. ALL 
Deal Type: - SWWS htuprhe: ALL 

f u n d o :  ALL &Run Date:OS/ZlRW8 12:00:53 PM 
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COMPANY: TAMPA ELECTRIC COMPANY 
SUBJECT: CROSS SUBSIDY TESTING 
PERIOD: MONTH ENDING MAY, 2008 
AUDITOR: DANIEL ACHEAMPONG 

FILENAMEfCROSS SUBSIDY 

SHEET: MAY 
DOCKET: 080001-El 

SOURCE: AS REFERENCED 

Nucleus 

WIP 65- 4 
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COMPANY: TAMPA ELECTRIC COMPANY 
SUBJECT: CROSS SUBSIDY TESTING 
PERIOD: MONTH ENDING JULY, 2008 
AUDITOR: DANIEL ACHEAMPONG 

FILENAME: CROSS SUBSIDY 

SHEET: JULY 
DOCKET: 080001-El 

(e> ($ - 0 ro 
Nucleus Comtermty Invoice TEC PGS PERCENTAGE PJ3XENTAGF 

Name Invoice NO.: InvoiceNo.: Due Date 

- U' . 

STAFF CALCULATION 

SOURCE: AS REFERENCED 
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COMPANY TAMPA ELECTRIC COMPANY 
SUEJECT CONTRACTTESTING 
PERIOD- 
AUDITOR DANIEL ACHEAMPONG 

SEVEN MONMS ENDING JULY, 2008 

FILENAME HEDGING CONTRACT SAMPLE 
DOCKET: OBOWI-EI~ 
SHEET: SAMPLE 

8 . .  
CONFIRMATION 



. .  

~ 

h 

1 E7 -A'JDI-- 

2 1  

22 - 1 23 j - 311 %I 
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Back to Contents 
Source key 

Date 

Energy Information Administration 
~ E n W A ! m M l m n l l * l  U S  GO*OMI*VII 

Data I: Natural Gas Futures Prices (NYMEX) 

Natural Gas Futures Natural Gas Futures Natural Gas Futures Natural Gas Futures 
Contract 1 (Dollars Contract 2 (Dollam Contract 3 (Dollars Contract 4 (Dollars 
per Million BTU) per Million BTU) per Million BTU) per Million BTU) 

RNGCI RNGC2 RNGC3 RNGC4 

To 4 p l97 Jt 
Dec 27,2007 7.172 

Jan 29,2008 7.996 

Feb 27,2008 8.93 

Mar 27,2008 9.578 

Apr 28.2008 11.28 

May 28,2008 11.916 

Jun 26,2008 13.105 

7.2 

7.943 

9.06 

9.687 

11.329 

11.995 

13.248 

7.237 

7.933 7.985 7.272 11 
9.103 9.165 

9.783 9.885 

11.452 11 302 

12.079 12.094 

13.291 13.366 

t 



CONFIDENTIAL 

Hedged 
Tvoe of Mark-to-Market Volume Consumution 

TAMPA ELECTRIC COMPANY 
DOCKET NO. 080001-El 
HEDGING INFORMATION REPORT 
FILED: 8/15/08 

Percent Budqet iiedqe Sellle 

’ Preliminary. Actual data will be included In true-up filing. 
Note: In July 2008, coal-fired generation was greater than expected, and load was less than expected. 

Therefore. the natural gas units were used less than projected, and the resulting percent hedged 
was higher than expected. 

1 



COMPANY: TAMPA ELECTRIC COMPANY 

PERIOD: SEVEN MONTH ENDING JULY, 2008 SHEET: ANALYTICS 
AUDITOR: DANIEL ACHEAMPONG 

FILENAME: HEDGE PLAN LIMITS 
SUBJECT: ANALYTICS DOCKET: 080001-El 

HEDGING GAIN HEDGING 
MONTH 
5 PERCENTAGE 

Jan-07 

Jun-07 6) 
Jul-07 

Feb-07 

Mar-07 

Apr-07 

May-07 

R 

HEDGING HEDGING HEDGING GAIN HEDGING 
MONTH (LOSS) PERCENTAGE 

GAIN (LOSS) PERCENTAGE DIFFERENCE DIFFERENCE 

6,698,410 00 4 4  00% 

4,292,250 00 32 00% 

4,831,220 00 30 00% 

4,638,900 00 -23 00% 

14,527,660 00 -9 00% 

15,107,310 00 -7 00% 

26,323,680 00 36 00% 

76,219,430.00 
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TAMPA ELECTRIC COMPANY 
FUEL PRICE I-IEDGlNG COST 

, ' EXHIBIT 2 

Natural Gas Hedge kwcentage ,/I 

(Units for MCF and MMBTU ar in 000's) 

Projected Conversion Original Revised Hedged Revised Plan 
Within 

Month 
Jan-07 
Feb-07 
Mar-07 
Apr-07 
May-07 
Jun-07 
Jul-07 

Sep-07 
Oct-07 
Nov-07 
Dec-07 
Totals 

Aug-07 

MCF 
3,482 
4,162 
4,336 
4,569 
5,844 
5,477 
6,354 
6,364 
5,335 
4.580 
3,683 

58.406 

Factor 
1.028 
1.028 
1.028 
1.028 
1.028 
1.028 
1.028 
1.028 
1.028 
1.028 
1.028 
1.028 

MMBTU 
3,579 
4,278 
4,457 
4,697 
F,008 
5,630 
6,532 
6,542 
5,484 
4,708 

, 3,786 
4.340 

60.041 

MMBTU 
3,579 
4,278 
4,457 
4,697 
6,008 
5,630 
6,532 
6,542 
5,72Q 
5,460 
3,590 

61,543 
5.050 

The company revised its projected natural gas burn in Aug-07 for Sep-07 to Dec-07. The Nov-07 projection was 
revised down and no further contracts were purchased. The existing contracts prior to the revision caused the 
company to exceed the 80% maxlmun by 14%. 

Projected Conversion Actual Hedged 
Month MCF Factor MMBTU MMBTU Hedge% 

63% 
67% 

Jan47 2,693 1.032 
Feb-07 4,660 1.031 
Mar-07 4,719 1.031 
Apr-07 4,970 1.032 5,129 69% 
May-07 5,667 1,034 5.860 71 % 
Jun-07 5,331 1.034 5,513 73% 
Jui-07 5,831 1.035 6,035 71 %,- 
Aug-07 6,251 'I ,032 6,451 72% 
Sep-07 5,355 1.032 5,526 78% ~ 

Oct-07 5,057 1.029 5,203 79% 
Nov-07 3,063 1,027 3,145 107% 
Dec-07 3.958 1.027 4.065 99% 
Totals 57,556 59,378 77% 

98%';F/ zi 

The above schedule reflects the ratlo of hedged natural gas contracts to the actual natural gas 
purchases in 2007 and Is for informational purposes only. 

- 7 -  
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Tampa Electric Company 
Review of Accounting Treatment for Hedging Activities 
Docket # 080001-El 
Audit Request I f  

The following schedule depicts the difference between prior year hedging 
and current year hedging, could you please explain why there are such 
enormous differences in the actual percentage hedged by month and the 
driving factors for the gain (loss). 

- 

MONTH 

. Jan-07 

- Feb-07 

Mar-07 

Apr-07 

May-07 

Jun-07 

JuI-07 

HEDGING 
GAIN (LOSS) 

HEDGING 
PERCENTAGE 

I- 
W - m m m m 

MONTH 

Jan-08 

Feb-08 

Mar-08 

Apr-08 

May-08 

Jun-08 

JuI-08 

HEDGING HEDGING 
GAIN (LOSS) PERCENTAGE 

HEDGING 
GAIN (LOSS) 
DIFFERENCE 

(6,498,410.00) 

(4,292,250.00) 

(3,724,720.00) 

2,908,700.00 

22,503,840.00 

13,548,170.00 

18,980,920.00 

33,426,250.00 

HEDGING 
PERCENTAGE 
DIFFERENCE 

-44.00% 

32.00% 

30.00% 

-23.00% 

-9.00% 

-7.00% 

36.00% 

Two components influenced the actual percent hedged: the quantity hedged and 
the actual natural gas consumed in the power plants. The quantity hedged is 
typically very similar for the same month of each year. It is the actual 
consumption that varies. Weather and unit outages drive the amount of natural 
gas consumed, so in low load shoulder months such as February through May, 
the actual consumption of natural gas may vary significantly from year to year. 
Additionally, the percent hedged is effected when the actual consumption varies 
from the projected consumption. 

The driving factor for the gain or loss is the change in gas price between the time 
the fixed price hedge is entered into and the final settlement of the market price. 
A hedge yields a gain (the market price settles above the fixed hedge price) 
when prices trend upward. The steeper the upward trend, the larger the gain. A 
hedge yields a loss when the market trends toward lower prices. The amount of 
gain is also influenced by the quantity hedged, but this value is relatively 
consistent for a given month from year to year. 



FLORIDA PUBLIC SERVICE COMMISSION 
AUDIT DOCUMENWRECORD REQUEST 

NOTICE OF INTENT 

TO: Paul Edwards 
UTILITY: 1 m p a  hlectnc Company 
PIZQM: Daniel Acheanpong 

REQUEST NUMBER: Nine DATE OF REQUEST: 08/21/2008 
AUDIT PURPOSE: 
REQUEST THE FOLL 
REFERENCE RULE 25-22.006, F.A.C., TIES REQUEST IS MADE: 

(AUDIT MANAGER) (AUDITOR PREPARMC REQUEST) 

Keview o l  Accounting Treatment for Hedging Activities - Dlct: 080001-E1 , 

INCIDENT TO AN INQUIRY 
OUTSlDE OF AN INQUIRY - 

ITEM DESCRIIPTION: 
3 Please provide the SWAP Conlirmation documentation for the following deals; 

- 1  



9 A l s o  please provide the SWAP Confirmalion and the ISDA master agreement documentatioii €or the following 
clenls; 

REPORT DATE 
2/28/2008 
3/3 U2008 
6/27/2008 

DEAL if UNIT (MMBTU) 
13538 
13441 
13539 

To: AUDITMANAGER DATE: 

THE REQUEST!ZD IECORD OR DOCUhENTATION: 

Y 

HAS BEEN PROVIDED TODAY 

CANNOT BE PROVIDED BY TIE REQUESTED DATE BUT WILL BE MADE AVAILABLE BY 

AND IN MY OPINION, l T E M ( S ) w l S ( A R E )  PROPRIETARY AND CONFIDENTIAL BUSINESS INFOIWATION AS 
DEFINED IN 364.183, 366.093, OR 367.156, F.S. TO MAINTAIN CONTINUED CONFIDENTIAL I-IANDLING OF TIHIS 
MATERIAL,T[-IE UTILITY OROTHERPERSON MUST, WITHIN 21 DAYS AFTERTHE AUDITEXITCONFERENCE, FILE A 
REQUEST FOR CONFIDENTIAL CLASSIFICATION WITH TI-E DIVISION OF RECORDS AND REPORTING. REFER TO 
RULE 25-22.006, F.A.C. 

THE ITEM WILLNOT BE PROVIDED. (SEE ATTACI-IED MEMORANDUM) 

SIGNATURE'AND TITLE OF RESPONDENT) 

tribution: Original: Utilily (for completion and rehim to Auditor) 
Copy: Aiidit File and FPSC Analyst 

PSCIAUS-6 (Rev.2195) 

- 2 -  10 -9 
k_ 4-2) 



FLORIDA PUBLIC SERVlCE COMMISSION 
AUDIT DOCUMENT/RECORD REQUEST 

NOTICE OF INTENT 

TO: Paul Edwards 
UTILITY: lampa Electric Company 
PROM: baniel Acheampong 

fAUDlT MANAGER) (AUDITOR PREPARING REOUEST) 
REQUEST NUMBER: 11 
AUDIT PURPOSE: 

DATE OF REQUEST: . 09/02/2008 
Review ot Accounting Treatment for Hedging Activities - Dlct: 080001 -El 

REQUEST THE P 0 L L F - m  I I I 

REFERENCE RULE 25-22.006, F.A.C., THIS REQUEST IS MADE: 
7?- OUTSIDE OF AN INQURY 

ITEM DESCRIPTION: 
The following schedule depicts the difference between prior year hedging and current year hedging, could you please 
explain why there are such a enormous differences in the actual percentage hedged by month and the driving factors 
for the gain (loss) 

IHEDGING HEDGING 
9MONTI-i HEDGING IHEDGING HEDGING HEDGING GAIN (LOSS) PERCENTAGE 

GAIN (LOSS) PERCENTAGE MONTH GAIN (LOSS) PERCENTAGE DIFFERENCE DIFFERENCE 

Jan-07 m - Jan-08 (6,498,410.00) . 44.00% 

NCIDEN T TO AN INQUIR Y 

__ 

Feb-07 - m Feb-08 - (4,292,250.00) 32.00% 

(3,724,720.00) 30.00% 

2,908,700.00 -23.00% 

-9.00% 

-7.00% 

Mar-07 - Mar-08 - 
Apr-07 Apr-08 - 

May-08 m 12,503,840.00 
Jun-07 - Jun-08 - 13,548,170.00 

Jul-08 36.00% 18,980,920.00 

ai 
May-07 - __ 
Jul-07 - w 1111 

33,426,250.00 I L 
r 

TO: AUDIT MANAGER DATE: 
THE REQUESTED RECORD OR DOCUMENTATION: 

HAS BEEN PROVIDED TODAY 

CANNOT BE PROVIDED BY TI-IE REQUESTED DATE BUT WILL BE MADE AVAILABLE BY 

AND IN MY OPINION, ITEM(S)) IS(ARE) PROPRIETARY AND CONFIDENTIAL BUSINESS INFORMATION AS 
DEFINED TN 364.103, 366.093, OR 367.156, F.S. TO MAINTAIN CONTINUED CONFIDENTIAL HANDLING OF TI-IIS 
MATERIAL, THE UTILITY OROTHERPERSON MUST, WlTlHIN 21 DAYS AITERTHE AUDITEXITCONTERENCE, FILE A 
REQUEST FOR CONFIDENTIAL CLASSIFICATION WITH TI-IE DIVISION OF RECORDS AND REPORTING. REFER TO 
RULE 25-22.006, P.A.C. 

(SED A'TTACI-ED MEMORANDUM) 

IGNATUW3 AND TITLE 
\ 

hibution: Original: Utilily ([or completion'nnd relurn lo Auditor) 
Copy: Audit Pile and FPSC Analyst 



FLORIDA PUBLIC SERVICE COMMISSION 
AUDIT DOCUMENTIRECORD REQUEST 

NOTICE OF INTENT 

TO: Slam Lewis 
UTILITY: lampa Electric Company 
PROM: Daniel Acheampong 

(AUDIT M A N A G E R )  (AUDITOR P R E P A R I N G  REQUEST) 
REQUEST NUMBER: 13 DATE OF REQUEST: 09/0R/200R 
AUDIT PUIWOSE: 

IEFERENCE RULE 25-22.006, F.A.C., TIES REQUEST IS MADE: 

ITEM DESCRIPTION: 

lCeview o l  Accounting Treatment for IIedging Activities - Dkt: 080001-E1 
REQUEST THE POLL- I t t BY: 09/10/2008 

INCIDENT TO AN INQUIR’i 
OUTSIDE OF AN INQUIRY 

) Could you pteaseprovide explanation, why in May, 2008 deal f l  13382 exceeded the thee hundred thousand credit limit set for FC Stone 

- 

Also please provide me with the individuals who transacted the following deals. 

Grouplng Counter Ply Deal II Trade Dale Del Start Del End MW Equlv. volume 

- 
DATE 

, Price 

‘TIE PJ2QUESrED RECORD OR DOCUMENTATION: 

l.lA.3 BEEN PROVIDED TODAY 

CANNOT BE PROVIDED BY TllE REQUESTED DATE BUT WILL UP MADE AVAILABLE BY 

AND M MY OPMION. ITEM(S) l l S ( A R E )  PROPRIETARY AND CONFIDENTIAL BUSMESS NPORMATION AS DEPMDD M 164.183, 
366.093, OR 167,156, P.S. TO MAINTAP! CONTMUED CONFIDENTIAL IHANDLMO OP THIS MATERIAL, TlHE UTILITY OR OTl~lER PERSON 

TIKE AUDIT EXIT COWEN?NCE, PILE A REOUEST FOR CONFIDENTIAL CLASSI~ICAI‘ION WlTlH TI-IE 
ORTNG. REPERTO RULEZS-22.006. P.A.C. 

Iribulion: Orlgiaal: Uliliiy (Cor complalion nnd rcli!m 10 Auditor) 
Copy: Audit liile ond PPSC h o l y s t  



TAMPA ELECTRIC COMPANY 
FUEL PRICE I-EDGING COST 
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COMPANY: TAMPA ELECTRIC COMPANY 
SUBJECT: TRANSACTION COST TESTING 
PERIOD: MONTH ENDING JANUARY, 2008 
AUDITOR: DANIEL ACHEAMPONG 

FILENAME: TRANSACTION TESTING 

SHEET: JAN 
DOCKET: 080001 -El 

. .  

GL-Y% GL-MTH JE-NO VCHR-MO WD-NM G h  AMOUKT INVOICE AMOUNT APPROVAL STAMP !!!p.E-R 
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,.I . ~ , .  
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COMPANY: TAMPA ELECTRIC COMPANY 

PERIOD: MONTH ENDING FEBRUARY, 2008 
SUBJECT: TRANSACTION COST TESTING 

AUDITOR: DANIEL ACHEAMPONG 

A 
2, 

FILENAME: TRANSACTION TESTING 
DOCKET: 080001-El 
SHEET: FEE 

- +& 
PROPER 

WL M O U M  IWVICE MOUNT APPRWU STAMP h 



TAMPA ELECTRIC COMPANY 
FUEL PRICE HEDGING COST 

I ,  

,,,TRNS$MT 

m 

FEBRUARY 18147 TOTAL 



COMPANY: TAMPA ELECTRIC COMPANY 
SUBJECT TRANSACTION COST TESTING 
PERIOD: MONTH ENDING MARCH, 2008 
AUDITOR: DANIEL ACHEAMPONG 

c - 
- PGS 

- TEC 

SOURCE: 

FILENAME: TRAMSACTION TEST 

SHEET: MARCH 
DOCKET: D80001-EI 

DNOICEAMWNT i 

JNG - 

PROPER 

PEfflDD 

8 



TAMPA E L E c r m  COMPANY 
FUEL PRICE HEDGING COST 

151-17 TOTAL 



- 
COMPANY: TAMPA ELECTRIC COMPANY 
SUBJECT: TRANSACTION COST TESTING 
PERIOD: MONTH ENDING APRIL, 2008 
AUDITOR: DANIEL ACHEAMPON 

- 
FILENAME: TRANSACTION TESTING 
DOCKET: 080001-El 
SHEET: APRIL 

PROPER 
WLAMOUNT lhv0lcE MOUNT 

S0URCE:ASREFERENCED 7" &Gdenhcg \nJ"ces, mq 1-b 





. .  COMPAW: TAMPA ELECTRlC COMPANY -- 
SUBJECT: TRANSACTiON COST TESTING 
PERIOD: MONW ENDING MAY 2008 

~ 

AUDITOR: DANIEL ACHWPONG 

F I L E W E :  TRANSACTION TESTING 

SHEET: MAY 
DOCKET: 080001-El 

PRDPEii 

PERK3D 
OL & M O W  INyOlcE A M W M  

4' 
d 



TAMPA ELECTRIC COMPANY 
FUEL PRICE IIEDGING COST 

1: 



io 
- b 

% 
-a 

3 

- 
FILENAME: TRANSACTION TESTING 

SHEET: JUNE 
DOCKET: 080001-El 

COMPANY: TAMPA ELECTRIC COMPANY 
SUBJECT: TRANSACTION COST TESTING 
PERIOD: MONTH ENDING JUNE, 2008 
AUDITOR: DANIEL ACHEAMPONG 

PROPER 
G n  AMOUM INYOICE AMOUNT 

GL-YR GLMTH JE-NO VND-NM 

~ O T A L  - 

0 HI'- 

PERIOD 

1111- 



... .. :': . . , .  , ', ' .  

y5-% 5 -am- x 



- FILENAME: TRANSACTION TESTING - 
SUBJECT: TRANSACTION COST TESTING DOCKET: 080001-El 
COMPANY: T M P A  ELECTRIC COMPANY 

PERIOD: MONTH ENDING JULY, 2008 
AUDITOR: DANIEL ACHEAMPONG 

3~ SHEET: JULY 

.aor 
PROPER 
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COMPANY: TAMPA ELECTRIC COMPANY 
SUBJECT: ACTUAL TO PROJECTION HEDGES 
PERIOD: SEVEN MONTH ENDING JULY. 2008 
AUDITOR: DANIEL ACHEAMPONG 

FILENAME: HEDGE PLAN LIMITS 

SHEET: LIMITS 
DOCKET: 080001-El 

MINIMUM MAXIMUM ACTUAL WITHIN OVER 

ALLOWED ALLOWED HEDGED RANGE (UNDER) 
YEAR MONTH PERCENTAGE ACCEPTABLE - - 
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SOURCES: A S  REFERENCED 
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Tampa Electria: Company 
Review ob Accounting Treatment for Hedging Activities 
Docket # 08000-l-Ell 
Audit Request 72 

Could you pllease provide explanation to the variance between the actual 
hedge percentage and the WAC approved limits in the over (under) column? 
The filing explains the July variance, thus you may limit your explanation to 
the other months. 

Tampa Electric projects natural gas burn volumes during the company's annual 
fuel projection process. The volume of natural gas the company will hedge falls 
between a minimum and maximlim percentage of these natural gas burn 
projections. These percentages (of projected volume) are the RAC approved 
hedge limits. 

The variances between the actual hedge percentage and the RAC approved 
limits are therefore caused by the variance between actual and projected natural 
gas burn. In general, weather and unit outages drive the amount of natural gas 
consumed, so in low load shoulder months such as February through May, the 
actual consumption of natural gas may vary significantly from year to year. 

The variance for January (-6%), February (15%) and March (17%) are as follows: 

January had lower temperatures than expected, so more natural gas-tired units were 
used than projected. This caused the actual natural gas burn to be higher than the 
projection, causing a negative variance. 

February's temperature was uncharacteristically warm, so less natural gas-fired 
generation was required. This caused the actual natural gas burn lo be lower than 
the projection, causing a positive variance. 

March Rad slightly warmer temperatures than usual and less natural gas-fired 
generation was required. This caused the actual natural gas burn to be lower than 
the projection, causing a positive variance. 
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COMPANY: TAMPA ELECTRIC COMPANY 
SUBJECT: RANSACTION CREDIT UMIT 
PERIOD: MONTH ENDING JULY, 2008 
AUOrrOR: DrlMlEL ACHEAMPONG nc 

F I L E M E :  COUNTERPASTIES CPEDIT LIMIT 
DOCKET: 08W01-EI 
SHEET: CREDIT LIMIT 

r 
L- 

P O T E E  
S- 

SOURCE: AS REFERENCED wm 6 2  
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T M A  ELECTRIC COMPANY 
FUEL PRICE HEDGING COST 

Tampa Electric Company 
Review of Accounting Treatment for Hedging Activities 
Docked: # 080001-E1 
Audit Request 13 

Could you please provide explanation why in May 2008 deal # 13382 
exceeded the three hundred thousand credit limit set for FC Stone. 
Also please provide me with the individuals who transacted the following 
deals. 

. .  

. . . . . . . . . . . 
! 

I 

. .. . . 

, . . . . .. . .. ... 

. .  

. .  

.. .. ... . .. .. . . 

- 
- 

Deal #I3382 was a ,financial swap for the month of May 2008 for 150,000 
MMBtu. It was fixed at a price of $7.555/MMBtu and settled at the NYMEX price 
of $1 1.28/MMBtu. Therefore, FC Stone owed us $558,750 for that deal. 

In addition to the $300,000 unsecured limit, FC Stone has also posted $500,000 
in margin with us. This raised their total credit limit at that time to $800,000. 

- 

- 
- 

- All of the deals listed above were transacted by Jude Campbell, Manager of Gas 
- Marketing. 
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*+ TAMl'A ELECTRIC COMPANY 
FUEL PRICE HEDGING COST 

Marl< lo Msrliol Posltlon Report 

R q I O r t  011.: iUIOIIOD1 a m  
Q r o u ~ d  By, Qroup(4): CoUnlerPBlly 

F111emd By: 
Gmup(2): DaalType 

D m  Typos: TEC-TE-DV-NOL Hedl 
TE-OV-NYMEN FuIUTo% TEC-TE-D 
Opllona. TEC-TE-DVQTC OpUona. 
0"-OTC Swaps 





&w 
- TAMPA ELECTRIC COMPANY 

FUEL PRICE HEDGING COST 
P I * T - E F O T O O S  

I Ir c 

m 

I -It 



..
e

 

/I 
. 

I 

I 
I 

c 



TA
M

PA
 E

LE
C

TR
IC

 C
O

M
PA

N
Y

 
FU

EL
 P

R
IC

E 
I-

ED
G

IN
G

 C
O

ST
 

ph
flj*

L 

%
 



1 

86‘. 



-Ill- 

'I 



COMPANY: TAMPA ELECTRIC COMPANY 
SUBJECT: INDIVIDUAL AUTHORIZED LIMIT 

PERIOD: SEVEN MONTH ENDING JULY, 2008 

AUDITOR: DANIEL A C H W P O N G  cfA d\fl -.  
TEC 

Grouping - 

SOURCE: AS REFERENCED 

FILENAME: COUNTERPARTIES CREDIT LIMIT 
DOCKET: 080001-El 

SHEET: Individual Transaction Limit 

f 
Individual Wthin Cr?difi E 

MMValue Transadon Limit Limit 



TAMPA ELECTRIC COMPANY 
FUEL PRICE I-IEDGlNG COST 
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COMPANY: TAMPA ELECTRIC COMPANY 
SUBJECT: PROJECTED FILING VS ACTUAL HEDGED WITHIN LIMIT 

PERIOD: SEVEN MONTH ENDING JULY, 2008 

AUDITOR: DANIEL ACHEAMPONG 

FILENAME: COUNTERPARTIES CREDIT LIMIT 

DOCKET: 080001-El 

SHEET: PROJECT VS ACTUAL HEDGED 

- 
L- WITHIN REVISED 

DTS MAX DTS HEDGED LIMIT 
M;zy, LIMIT 

REVISED 
PROJECTED F4OM FORECASTED MIN. LIMIT 

M O K T H  FILING SCH E3 BURNS DIFFERENCE PERCENTAGE PERCENTAGE DTS MIN 

J A N  ,&v. .652.851 62-p 3,653,727 62-2  2,670,000 YES 

W Y  6,258,529 6%- [I 6,258,529 6 2 - 1 1  3,800.000 YES 

JUL 7.572.090 6% +37.572.090 Gz- , j  4,910,000 NO 

62- 8’ 3.370,ooo YES 

2,700,000 YES 
FEB MAR 1 8 4 7 , 0 8 0  4,151,525 62-q 6 2 4  4,843,854 4,151.071 -3: ‘1 ‘1 I ,I 62-ci 62-/ 2,ioo.ooa YES 

APR 2,980,215 62-10 2,980,215 

JUN 5,473,679 d . L H / ~  6 . 4 7 3 , ~ ~  7- 3.890.000 YES 6%- 
- 

SOURCE: AS REFERENCED 


