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fl.  AUDIT DISCLOSURES 

2- AUDIT DISCLOSURE NO. -I 

3 SUBJECT: BASE SECURITY COSTS 

4 STATEMENT OF FACTS: Order PSC-O2-1761-f OF-El staled that Ihe I hew increij?elltal 
J- securily cosls are to be recovered 11-ir'ough the capacity clause. This order explains these 
6 costs are extraordinary and should be treated as current year expenses. without n-laking 
7 a distinction belween capital items and expense items. 

-1 ' 5\ 
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AUDIT DISCLOSURE NO. 2 

SUf3JECT: CAPITALIZED SECURITY COSTS 



! AUDIT DlSCtOSURE NO. 3 

SUBJECT: 2002 BUDGET COMPARED TO ACTUAL FOR 

ENERGY MARKETING AND TRADlNG (EMT] 

' I  

f 
I 

STATEMENT OF FACTS: In Order PSC 02-1484-FOF-El the  company received approval 
to recover through the fue! clause incremenlai operating and maintenance expenses 
incurred for the purpose of initrating andlor maintaining a new or expanded non-speculative 
financial andlor physical hedging program designed to mitigate fuel and purchased power 
(-)rice volatility for ils retail cuslomers each year unlrl December 31, 2006, or the lime of the 
utility's next rate proceeding, whichever comes first." The Order cxplains that the "base 

, period for determining incremental expenses ... is !he year 2001 .,. except for utilities with 
rates approved based on Minimum F r h g  Requircinents (MFR) in rate reviews conducted 
since 2001, in which case the projected rate year is the base period (using projected 

-. expenses)." 

- FPL's projected test year was 2002, so the base year for determining incrementa! hedging 
' expenses IS 2002. 

'L The company has requcsled recovery of $2,726.054 for incrcinenlal hedging ccsts. 

I' Er;ergy Marketing and Trading is a division of Ihe  utility. 'EMT's niission is lo procure fuel 
; 7 and power at costs below the current fuel cost recover), (FCR) filing. EMT was established 

- to firlly and effectively execute well-disciplined and independently controlled procurement, 
._ ' 1  hedging and markel slrategies to achieve t h e  goak  of: 

1) Cos1 minimization for FPL's cuslomers 

2) Volatrliiy minirtiization in the FCR filing 

3) Oplimal asset utilization 

- 8 The actual total expenses for t h e  entire EMT division for lhe base year total- 
- - -  The budget total base included in the IdFR was- The 1dal amount budgeted 

- IWI spent was- The company also had a credil of $4 19,750 related to a 2001 
- expense that it transferred to fuel recove When this credit is added back, the nei amount 
, f'' the cornparty did not spend is- 

7 



4 

Safaries and Wages 

Employee Relaled Expenses 

Contractor Costs 

Technology CI- 

Equipment and Materials I_ 

t4 i sce Ila n eo us Ex pen se s 

Office Expenditures I 

- 

* -  

I I -  . 

1 

AUDIT OPlN1ON: The mission of the entire EMT division is similar to the goal of the 
hedging program and therefore, ii is difficult to separate the incremental costs specifically 

budget k higher than actual 2002 base expenses. Since rates were set  based 
on Ihe  budget amount, the company received a benefit by having a higher budget amount 
than the actual It does not appear reasonable that {he company would be allowed to 

Therefore, we recommend that the entire difference of be used as base 

costs hxurred help the division meet its goals. The 2002 total base 

recover an additional $2,726,054 through the fuel cfause for 

hedging costs when  calculaling the incremental hedging 

hedging expenses. 

I f  this adjUSh-" is not used, the following disclosures should be noted 



AUDlT DISCLOSURE NO. 4 

-- SUBJECT: EMT PAYROLL COMPARiSON 

= 
- 

~ 

- 7  

STATEMENT OF FACTS: Part of the reason for the difference betwee the bud el and 
actual in the EMT division is because salaries and wa es for 2002 were 
f h a n  budget. Employee related expenses were &less Ihan budgel. Most of the 
difference is related to-jn empbyce incentives lhal were budgeted but riot 

,' actually paid 

We tcqueslcd delailed payroll information by 

The company provided wganizational charts 

employee for budget arid acfiial. 

or 2001 arid 2002. Three open positions in 
2001 were not found in 2062 (Scuthcast Power Marketer, Quarditalive Analyst and Energy 
Trader). However, in 2002 three new posilions were found {two Gas SchuduIcrs and a 

J 

I L c  Financial Trader). 

- 

: 
- ' 

The company has hired a Quantitative Analyst and a Senior Financial h d e r  for the 
heclgrng program In 2003, Another Quantitative Analysl positron has been budgeled for but 
not filled. A Risk Management posilion was included in Ihe budget for 2003, but has 

I ..J 
The company has  reduced the budget lor 

: ,? -for salaries and wages and from 
expenses. See the following disclosure for an explanation of Ihe positions interviewed. 

subsequently been defermined not to be  an increr7lenlal position far the lied 
hed in expenses from . I  

for employee related 
8, c 

-- I- 

- '  

AUDIT OPINION: Base rates were set including [ h e m i n  incenlives. The unpaid 
incentives mue Ihan cover lhe budgeled hedging salaries that start in 2003. 

P 
i 



AUDIT DISCLOSURE NO. 5 

SUBJECT: EMT HEDGING PERSONNEL 

STATEMENT OF FACTS: Four EMT employees were interviebl;ed. The positions 
inlerviewed were a physical trader , an associale financial trader, a senior financial trader 
and quantitative analyst. The last two positions are specificaIly relaled to the new hedging 
program for 2003. 

The inlerviews revealed that the conipany had entered into long term hedging contrac?s 
prior l o  2003. Based on the inlervicws, one associate financial trader and two phystca1 
traders (oil and gas) spent some o l  their time performing financial and physical hedging in 
2002. One rnanager performed some of the duties that the new qllanlitalive analyst 
perforins now. The company did pot include any of the  costs for thcse employees in its 
k~3sr.2 year hedging costs !hat are excluded from to?al costs shown in the Fuel filing 
schedule A2 The only base year costs excluded from !he lotat are Ihe $250,000 for 
co ntracior a rid prof e ssio n a\ services. 

The new senior financial trader is current ly  spending the majority of his time developing a 
mode! that determines the risk of different purchasing options. 

AUDIT OPINION: The interviews revealed that hcdging was done in 2002, but we wece not 
able to determine from the inlerviews t he  exact arnounl of time lhat relaled lo  hedging in 
2002, which was the base year. 

Al l l iwyh the new employees are refining h e  hedging process and are spending more lime 
than Ihe employees did in 2002, the company should have proposed allocating the salary 
for the associate financial trader, the physical lrader and the manager a s  part of base 
costs. 

VV‘hen lhe senior financial trader completes lhc development of thc h ~ d y r r ~ ~  programs, the 
hedging dulies may be split among this position and the associate financial trader 

In addition, the duties of the quanlitatiwe analyst benefit hedging but also appear to benefit 
Ihe ovmall fuel planning. His salary may need io be allocated 



8 AUDlT DISCLOSURE NO. 6 

SUBJECT: EMT CONTRACTOR AND PROFESSlONAL SERVlCES COMPARISON 

STATErAENT OF FACTS: In the 2002 budyet for EFjlT, the company includixl the following 
consuIIing amounts for contractor and professional services: 

' - Conlinyency for consullants -- F i i d  planning 8 forecasting service -- Contingency for consultants - G e nt r a de r in t eg r at io n i n t o d a la wa r c ho u selco n ve r s io n - User support, Internal system development & production support 

I 0 - Project related consu!(ing/contracl;~g S training 
1 - Total 

- 
' .f 

The company removed $230,000 irom ihc iricremental hedging COSIS on A2 of the fuel 
filing because it related to hedging. 

' t 

' C 
(, 

l - - I  

The 2001 actual costs lor EMTincluded $419,750for hedging programconsul!mg for Dean 
& Company. The company incjuded Ibis cost in 2001 base costs but transferred these 
casts to fuel hedging in 2002. The company budgeted -for internal system 
development as recoverable costs in 2002. 

7- AUDIT OPINION: The-in Ihe 2002 budget appears io be the ruunded amount 
. - for Dean & Colnpany for 2001 and should have probably been iderslified as base costs 

- - +  !:> instead of the $250,000 !he company had identified. 
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f FLORIDA PUBLIC SERVICE COMMISSION 
% AUDIT DOCUMENTiRECORD REQUEST 
3 NOTICE OF INTENT 

6 REQUEST NUMBER .- 
I 

~. ...-. 

8 REQUEST THE FOLLOWING m E M ( S )  RE FROVIOED t3Y #2 /63 I 

I 
I n  ITEM DESCRIPTION. I 

REFERENCE RULE 1 5 2 2  LW. F AI : . ,  THIS REQUEST IS MADE: 0 INCIDE TO A N  INQUIRY 
0 OUTSIDE OF A N  INOUIRY 
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GENERAL- 

U S E  YEAR AMOUNT I BUDGET AND ACTUAL R M E W  - 

The company has included irri eslimale of 5530,000 01 rncremcnial expenses tor 1003 
7 k 5 e  tric:kidt. estimates lor 4 new posnions See wp 45-4 As af the 1 SI quailei of 2003 the cnmpany hac lirrrd 
two rrl ttir-st posifionc, fhe Ouanfrtaliue Analp1 and B Senior Financial Trader . 

a n d 4 5  211-4 

Detml for the Salaries by emplaye for actueY budgel was reaueslsd See wp 45-2t2 

liilrrviews wece pednrnitd fDr S ~ ~ L I ~ I C  posdws in 2003 and the new posilions In 2003. See wp 45-2/2-5 

1 .' AUOlT OF ACTUAL. COSTS - 

', 
' / ~ r e c o n c l l e d  l o  wp d5-9 CF.ar3e5 were 6slectad lor testing "Ye. were revwwed and Iraxed i o  rhe cohtracls 

.Section 45-10 sticnivs a FIN5 re~orl WhKh defalk all charges lor hrdgmg- Account 5D1 115 fly S D U I C ~  code Tnrs was 

45 
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FLORIDA POWER .WD LIGHT 

Expense Type EAC Group 

1 - O&M BASE a, Salaries & Wages 
b Employee RFlakd Expenses 
c Contractors & Professional Services 
d. Technolbgy Expndttures 
g Equip, Material i3 Supplies Expsndfiures 
j Ofice B F acilrties Administration 
k Miscellaneuus Expenditures 
EAC Total 

4 OSM FUEL c Contractors & Professional Services 
EAC Total 

k. Miswllaneous Expenditures 
EAC Total 

9 - OBM NON-RECOVERABLE FUEL a Salaries 13 Wages 
b Employee Related Expenses 
e Contractors & Professional Services 
d Technology Expendilures 
j Office 8 Facilities Administration 
k Miscellaneous Expendhres 
EAC Total 

08M Expenses 

& 

t4 
'f 

a,  Salanes 8 Wages 
b Employee Related Expenses 
c Contractors & Professional Services 
d Technology Expendttures 
g, Equig, Malerial 8 Supplres Expenditures 
J Office B Facilrttes Administration 
k ,  Miscellaneous Expenditures 
EAC Total 

BUDGET 2002 VARlAkCE 2002 VARIAffCE Sb 200 I 



- -  

FLORIDA PO'NER 4 N D  LIGHT 
Operating Budget Sclmrnarj R e p d  

For CaEC 2062 CONFIDENT I A L 

Expense Type EAC Group 

1 - O&M BASE a. Salaries 8 Wages 
b Employee Related Expenses 
c. Contractors & Professional Services 
d Technology Expenditures 
g Equip, Material B Supplies Expenditures 
j.  Office 8 Facilities Administration 
k Miscellaneous Expenditures 
EAC Totat 

4 - 0 & M  FUEL c. Cantraelars 8 Professional Services 
EAC Total 

k Miscellaneous Expenditures 
EAC Total 

9 - O&M NON-RECOVERABLE FUEL a Salanes 8 Wages 
b Employee Refated Expenses 
e Contractors 8 Professional Services 
d Technology Expenditures 
i Office & Facilities Administration 
k Miscellaneous Expenditures 
EAC Total 

08M Expenses a Salaries 8 Wages 
b. Employee Rclaled Expenses 
c Contractors & Professional Sewices 
d Technology Expenditures 
CJ Equip, Malerlal & Supphes Expenditures 
j. Ofice & Facilities Admrnistrahon 
k Miscellaneous Expenditures 
EAC Total 
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BUDGET 2001 
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* Travel, Training. Member Dues Mov~ng Exp and Recruiting 
*' Suppiics, Rental, Furniture 

Yr- + 
f 

I 



fm ! 
r,, .-' 5 

J _- 

I 
I 
1 

I 

' I  

; 
- ,  
i' &! ' 

\ 

I 

I 



It 
I 

b: 

I 
r: 

II 
r. 

I : 

I,: 

.I 

I 
I 

I 

I 

I 

1 

L 

J- 

_- - 

-7 ,.-& 
.-- 



c 

il [I M i 

I - 

I 



/-- 
I 

> 

, i- 'I 
' ?,I 

-- I'- .I - , ,  _I.- 

6' r-2 
1 - 4 
- i 

I 

-;I s i  @----- 
-- I -I 



r 

. r . e 

:a 
E

t
 

E
E

 



CoNFIDENTIAL EMT Emdovee Information as of 3-25-03 
A t I.? C l l  l l l t l l  I A 
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EMT Employee Information as of 3-25-03 
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PHYSICAL TRADER I1 - JAMFS HUBRARL', - ENFRGY TRADER 01.02 
- 3  

2 What are your duties and responsibilities7 

3. Have these dut ieslrESponsibitili~s changed 
from 02 lo  037 

4 Were any of your duties Iransferred to 
01 hers'? Were they transferred to any of 
the new hedging positions7 

I 



PHYSICAL TRADER II -. JAMES HUBBARD - ENERGY 1 RADER 01.02 
- -_ - .  

I i 

2 What are your dillies and responsibililies~ 

I 

3 Have these d~iesiresponsibilities changed 
from 02 to 037 

!Ii /-:!,, I .; 
- 1  . , 

4 Were any of your duties transferred to 
others? Were they lransferred to any of 
the new hedging posrtrons3 





.I;-. L :-$: y ~ f h J w  1 
I. 

ASSOCIATE FINANCIAL TRADER - DOUGLAS MAX - FINANCIAL TRADER IN 01,02 
- ._ - 

r _ _  - -  - 

3 H a v e  these dutieslresponsi~rlities changed 
through the years? 



ASSOCIA1.E FINANCIAL TRADER - DOUGLAS MAX - FINANCIAL TRADER IN 01,02 

2 What are your duties and responsibilitres? 

3 Have these dutieslr esponsibililies changed 
through the years? 

,'I 

/, 49 

4. Were any of your duties in 01 and 02 transferred 
to others? 'Srleie they transferred to any of the 
new tiedging positions? 



SENIOR FINANCIAL T W D E H  - DEAN SACERDQTE - NfW HEDGING POSITION 

1. When did you begin working for FPL7 

3. Is Ihere any one else that shares your duties 
and responsibilities' 

4. Are your duties and responsibilities new! 
additional7 Were these performed 
by other employees before7 



. I  . .  1' , ,  . , f i  ' *  ' 

SENIOR f INANCIAL TRADER - DEAN SACERDOTE - NEW HEDGING POSITION 

I 

4 Are your dulles and responslbilities new1 
additional? Were these performed 
by other employees before7 





QUANTITATIVE ANALYST I - MAlTI-lEW SAMSEL 

1 Wheri did you begin working for FPLT & 4 - . h 6 ~ /  

i ' . < i : r  i - 1  
2 Wha! was y ~ u r  psil ion and duties7 

NEW HEDGING P OSlTlON 

5 Are there any specific duties that are the same 
from your prior to present position? 

' ' 

6. tn the Organizational Chart there IS another Quantitative Analyst I 
posilion that is now vacant. When was this position initiated? Who had 
this position before il was vacant? Do you know what the pcsitbn's duties were? 
Is this position onty related to new hedging activities? 



3 When did you begin the new hedging position? 

5 Are there any specific duties that are the same 
from your prior lo present position7 

6 In t he  Organizatior,al Chart there is another Quantitallve Analyst 1 
position thal IS now vacant When was this position initiated? Who had 
this position before I1 was vacant7 Do you know what the position's duties were' 
Is this  positron only related to new hedging activities? 
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Director Financial 
Acclg & Planning 
S cott B orgm eyer 

Accounting Supv 
Business 'I h i t  

Vacant 

' 

L 

Asst 
Accountant 

Jud ill1 S ieffen 

Accounting S u p  
Business Unit 
Michael Collcr 

Assoc 
Accountan1 
Donna I M e  

Tcchn i c i an 
F X Bonam 

Sr Accounling 
Technician 

Sharon Patric 

-4ttachment K Page 1 of 4 
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CONFIDENTIAL 

1. - ’  Technolog?’ i \Igr Operations ‘ i 
‘ I  

1 
Power Supply 1 1  I 

i A J Brown 

I 

1 Systems Admin 
* Karl Rautenstrach i 

-! 

I I - 1 S p m s  Admin 
Jcnnifcr C- Halpren 

1 I 

I 1 Systems Admin I 
Va c ani 

I 

t 

i Project 
M;in aeer j 

RobmHenke 1 

Prin Fin Analyst 
Linda V/ edsen 

Project I 
Mana Ecr 

Veronica Rirc h 

, r 

Dar1eneHenke.l 

Karcn Wallace Vacant i 
: ! I  

Programmer Ana I yst 
Victor Subick 

1 Programmer .ilnalyst 
1 Brent Gimpel 7 
I 

Programmer Analyst 
I h a d  Oruganti 
I 

I 

- Programmer Analyst 
Kavithrt tianesham 

i Pro gammer Analyst 
i Cesar A Sattui 

+ 

Attachment K Page 3 of 4 45-2.6- 1 
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Assoc Analyst 
i 

SRAilomcy 
Michael Robison Janis Ledford i Patricia Moore .I Lisa Femndez 

I I! 1 Contract Coordinator : i 

I 

I ! 
i 

I ! Contrac-t Coordinator I 
L; i 
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FPL Group Orgcharts as of 05113/2003 
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Max 1. August 15,2001 through October 31,2001 22 
? ?  
5 L7 

The projecl will bc Icd by Ware Adams, Vicc President. He witl k suppored an a day- 
m-day basis by AnJrcw Slcvcob, Manager, and one full-lime prolesslond. 

011302 FCR 

I 
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Agrcd to and accepled by on this 1.51 Jay of November, 2001: 

For and on Bchalf of 
DEAN & COMPANY 

For M d  on Behalf of 
Florida Power 6r Ugh! Company 

Tjdc: Vice President Ti&: 
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