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MEMORANDUM

TO: FMPA Audit and Risk Oversight Committee
FROM: Liyuan Woerner
DATE: February 5, 2019

SUBJECT: FMPA Audit and Risk Oversight Committee Meeting

Thursday, February 14, 2019 at 8:30 a.m.

PLACE: Florida Municipal Power Agency Board Room, 8553 Commaodity Circle,

Orlando, FL 32819

DIAL-IN INFORMATION: 877-668-4493, Meeting # 739 278 385
(If you have trouble connecting via phone or internet, please call 407-355-7767)

Chairperson Karen Nelson, Presiding

AGENDA
Call to Order, Roll Call, Declaration of QUOIUM .........coieiiiiiiieiiiie e, 4
Set AGENdA (DY VOTE) ..unie it a e eaanaa 5
Public Comment (Individual public comments limited to 3 minutes)................ 6
Approval of Minutes
a. Approval of Minutes — Meeting Held January 17, 2019 ........ccoovvviiiiiieieeeeeeeeiinns 8
Chairperson’s REMAIKS.......cciiiiiiiiciie et e e e e e e e e e e e e e e eeeaes 12

Action Items

a. Approval of and Recommendation to the Board of Directors and Executive
Committee the Finance Committee Structure and Risk Management Policies *
(LINAA S. HOWAI) ...ttt e e e e e et a e e e e e eees 14

Information ltems
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FMPA Audit and Risk Oversight Committee Meeting Being Held February 14, 2019
Page 2

8. Reports
a. Capacity Reserve Level Report (Joe MCKINNEY) .........ouvuiiieieeeeeiieiiiiieee e eeee 26
b. FGU Storage Management Report (FGU) ... 28
S I O0] 1 011 4 1=T o 1 £SO PUPPPTTTRP 33
IO RN o 1 U1 ¥ 4= o | 34

Back-Up Material

Item 6a — Risk Management POIICIES .....cccoeeiviiieiiiiee e 35

LW/su

*Also on the Board of Directors and Executive Committee agendas.

One or more patrticipants in the above referenced public meeting may participate by telephone. At the
above location there will be a speaker telephone so that any interested person can attend this public
meeting and be fully informed of the discussions taking place either in person or by telephone
communication. If anyone chooses to appeal any decision that may be made at this public meeting,
such person will need a record of the proceedings and should accordingly ensure that a verbatim
record of the proceedings is made, which includes the oral statements and evidence upon which such
appeal is based. This public meeting may be continued to a date and time certain, which will be
announced at the meeting. Any person requiring a special accommodation to participate in this public
meeting because of a disability, should contact FMPA at (407) 355-7767 or 1-(888)-774-7606, at least
two (2) business days in advance to make appropriate arrangements.
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AGENDA ITEM 1 - Call to Order, Roll Call,
Declaration of Quorum

Audit and Risk Oversight Committee Meeting
February 14, 2019
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AGENDA ITEM 2 - Set Agenda (by vote)

Audit and Risk Oversight Committee Meeting
February 14, 2019
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AGENDA ITEM 3 - Public Comment
(Individual public comments limited to 3
minutes)

Audit and Risk Oversight Committee Meeting
February 14, 2019
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AGENDA ITEM 4 — Approval of Minutes
Minutes of Meeting Held January 17, 2019

Audit and Risk Oversight Committee Meeting
February 14, 2019
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CLERKS DULY NOTIFIED ....coiiiiiiiiiieieeeeeeee e JANUARY 8, 2019
AGENDA PACKAGE SENT TO MEMBERS. ..........cccoooiiiiiii, JANUARY 8, 2019

MINUTES

AUDIT AND RISK OVERSIGHT COMMITTEE MEETING

PARTICIPANTS
PRESENT

PARTICIPANTS
ABSENT

OTHERS
PRESENT

THURSDAY, JANUARY 17, 2019
FLORIDA MUNICIPAL POWER AGENCY
8553 COMMODITY CIRCLE
ORLANDO, FL

Jody Young, Bushnell (via telephone)
Barbara Quifiones, Homestead
Karen Nelson, Jacksonville Beach
Lynne Tejeda, Key West

Kevin Crawford, Kissimmee

Mike Poucher, Ocala

Claston Sunanon, Orlando

None

Lynne Mila, Clewiston

Fred Hilliard, Fort Meade

John Tompeck, Fort Pierce

Paul Jakubczak, Fort Pierce

Bob Page, Green Cove Springs
Howard McKinnon, Havana

Allen Putnam, Jacksonville Beach
George Forbes, Jacksonville Beach
Larry Mattern, Kissimmee

Grant Lacerte, Kissimmee

Glenn Spurlock, Leesburg

Jim Williams, Leesburg

Bill Conrad, Newberry

Chip Merriam, OUC

Scott Feuerborn, Burns & McDonnell
Craig Dunlap, Dunlap & Associates, Inc.
Sylvia Dunlap, Dunlap & Assoc
Terry Huval, Lafayette Louisiana
Stacey Price, Burns & McDonnell
Rich Mahaley, Burns & McDonnell
Matt Kapusta Burns & McDonnell
Tom Reedy, FMPP

lvette Sanchez, Power Engineers Inc.
Nathaniel Johnson, J.P. Morgan
Lynn Sand, Leidos
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STAFF PRESENT Jacob Williams, General Manager and CEO
Jody Finklea, General Counsel and CLO
Mark McCain, Assistant General Manager, Member Services,
and Public Relations
Linda S. Howard, Treasurer
Rich Popp, Interim Assistant CFO
Sue Utley, Executive Asst. /Asst. Secy. to the Board
David Schumann, Power Generation Fleet Director
Chris Gowder, Business Development and Planning Manager
Liyuan Woerner, Contracts and Audit Manager
Tim Jackson, Generation Asset Engineer
Steve Ruppel, Senior Financial Analyst
Justin Harris, Environmental Engineer
Luis Cruz, Information Technology Manager
Sharon Adams, Human Resources Director
Susan Schumann, Manager of External Affairs and Solar
Carol Chinn, Chief Information and Compliance Officer
Cairo Vanegas, Manager of Member Services Development

ITEM1-CALL TO ORDER, ROLL CALL, AND DECLARATION OF QUORUM

Chairperson Karen Nelson, Jacksonville Beach, called the FMPA Audit and Risk
Oversight Committee (AROC) meeting to order at 8:30 a.m. on Thursday, January 17,
2019, in the Frederick M. Bryant Board Room at Florida Municipal Power Agency, 8553
Commodity Circle, Orlando, Florida. The roll was taken and a quorum was declared
with 7 of 7 members present.

ITEM 2 —SET AGENDA (by vote)

MOTION: Mike Poucher, Ocala, moved approval to set the agenda as presented.
Lynne Tejeda, Key West, seconded the motion. Motion carried 7 — O.

ITEM 3 — PUBLIC COMMENTS

None

ITEM 4 — APPROVAL OF MINUTES

4a — Approval of Minutes — Meeting Held November 15, 2018 and Telephonic
Meeting Minutes of September 14, 2018 and December 6, 2018

MOTION: Claston Sunanon, Orlando, moved approval of the minutes as presented.
Kevin Crawford, Kissimmee, seconded the motion. Motion carried 7 — O.
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ITEM 5 — CHAIRPERSON'S REMARKS:

Chairman McKinnon thanked staff for an excellent job on the Annual Audited Financial
Report (AAFR) for Fiscal Year 2018.

ITEM 6 — ACTION ITEMS

a. Approval of the Risk Inventory Update

MOTION: Claston Sunanon, Orlando, moved approval of the Risk Inventory Update.
Mike Poucher, Ocala, seconded the motion. Motion carried 7 — 0.

b. Review and Recommendation for Approval of Annual Audited Financial Report
(AAFR) for Fiscal Year 2018

MOTION: Lynne Tejeda, Key West, moved approval and recommendation for approval
to the Board of Directors and Executive Committee of the AAFR for Fiscal Year 2018.
Barbara Quifiones, Homestead, seconded the motion. Motion carried 7 — 0.

ITEM 7 — INFORMATION ITEMS

7a — Generation Performance Report

Tim Jackson reported on the fleetwide performance for Fiscal Year 2018.

7b — Update on Committee Structure

Linda S. Howard gave an update on combining the Audit and Risk Oversight Committee
and the Business Planning and Budget Committee. Discussion ensued. This will be an
action item at the February 2019 meetings.

7c — Annual Insurance Report

Rich Popp gave the annual update on FMPA'’s insurance.

7d — Risk Management Policy Reviews

Liyuan Woerner reported on the Risk Management Policy Reviews.

ITEM 8 — REPORTS

9a — Capacity Reserve Level Report
9b — FGU Storage Management Report

There were no questions on the reports.
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ITEM 9 — COMMENTS

None

ITEM 10 — ADJOURNMENT

There being no further business the meeting was adjourned at 9:24 a.m.

Approved:

Date

LW/su

Page 11 of 237



VERBAL REPORT

AGENDA ITEM 5 - Chairperson’s Remarks

Audit and Risk Oversight Committee Meeting
February 14, 2019

Page 12 of 237



AGENDA ITEM 6 — Action Items

a) Approval of and Recommendation to the Board
of Directors and Executive Committee the
Finance Committee Structure and Risk
Management Policies

Audit and Risk Oversight Committee Meeting
February 14, 2019
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FMPA.

MUNICIPAL POWER

AROC 6a —Approval and Recommendation
on Finance Committee Structure and Risk
Management Policies

February 14, 2019
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Recap of Earlier Discussions

 Why create a finance committee?

= Common structure similar to many of the FMPA
members

= Combine functions of the AROC and Business Planning
and Budget Committees

= Set terms of service similar to our existing committees

* Recommend a minimum number of members with
financial background and expertise

" Meet quarterly or as needed based on criticality of
business decisions

FM#AL ) Page 15 of 237 5
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Specific Types of Information
Under Finance Committee Umbrella

* There are several types of financial data that the
finance committee would be responsible for including
the following:

= Budget

" Financial transactions

= End of Year results

= Audits (internal and external audit plans and results)

= Risk review (overall risks and policies)

FMﬁm Page 16 of 237
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Approvals Needed
Charter and Policies

e Charter
= Made changes per comments last month

= Key area included the composition and number
of members

e Policies

= All policies have been updated for structure and
FMPA title changes

FMﬁm Page 17 of 237
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Recommendations

* Motion to Board and Executive Committee to
approve of the finance committee charter,
superseding both the AROC and Budget and
Planning committee charters

* Motion to Board and Executive Committee to
approve risk management policies including
changes for the new committee structure and
FMPA title changes

FM#AL ) Page 18 of 237 c
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Questions?




FLORIDA MUNICIPAL POWER AGENCY

FINANCE COMMITTEE
CHARTER

(as adopted February 14, 2019)

This Finance Committee Charter is intended to govern the function and operation of the
Finance Committee (the "Committee'") of Florida Municipal Power Agency ("FM PA™) in
fulfillment of its purpose as established by the FMPA Board of Directors and the Executive
Committee.

l. MISSION.

The mission of the Committee isto a) oversee the administration of the Florida Municipal
Power Agency Risk Management Policy, including Appendices A-O, 2b) review significant
procurements contemplated by the Agency, 3c) receive regular reports from FMPA staff and
members regarding risks and exposures of FMPA activities , 4d) review major items impacting
FMPA’s budgets, and5) review major items impacting FMPA'’s rates.

More specifically, the Committee shall assist the Board of Directorsand Executive Committee in
fulfilling its oversight responsibility relating to (i) the integrity of the Agency's financial
statements and financial reporting process and the Agency's systems of internal accounting and
financial controls; (ii) the performance of the internal audit function; (iii) the annual independent
audit of the Agency's financial statements, the engagement of the independent auditors and the
evaluation of the independent auditors' qualifications, independence and performance; (iv) the
development, review and monitoring of the annual budget, (v) the review and
evaluation of all financing transactions including bank loans, publicly offered debt,
and pooled loans, (vi) the evaluation of management's process to assess and manage the
Agency's enterprise risk issues; and (vii) the fulfillment of the other responsibilities set out in
this Charter.

1. MEMBERSHIP.

The membership of the Committee consists of a minimum of nineseven persons. The
Executive Committee Chairperson shall appoint the chairperson of the Committee, who must be
a member of the Executive Committee (or an Executive Committee alternate), and at least
threefour other representatives of the All Requirements Project (ARP) participants. The
FMPA ChairpersenChairman shall appoint the rematningat least threefour Committee members._
Additional members of the committee may be appointed by Executive Committee Chairperson
or the Chairman for ARP and non-ARP representatives, respectively.

Page 1|5
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The appointing officers (Board ChairpersenChairman and Executive Committee Chairperson) will
consider the financial experience of those who they appoint to the Committee and coordinate so that
members of the Committee will have sufficient financial background which can include, but is not
limited to demonstrated experience in the following areas: (i) an understanding of generally
accepted accounting principles and financial statements; (ii) the ability to assess the general
application of such principles in connection with the accounting for estimates, accruals and
reserves; (iii) experience preparing, auditing, analyzing or evaluating financial statements, budgets,
or financing transactions (or some combination thereof) that present a breadth and level of
complexity of financial issues that are generally comparable to the breadth and complexity of issues
that can reasonably be expected to be raised by FMPA, (iv) an understanding of internal controls
and procedures for financial reporting; understanding of risk and insurance matters, understanding
of legal concepts and processes, and (v) an understanding of similar committee functions.

1.  MEETINGS.

Each member of the Committee has one vote which he or she may cast (yea or nea) on any
action coming before the Committee. A quorum of the Committee is present at a meeting of the
Committee when at least feur 51% (rounded to next whole number) of the Committee members
are present and able to participate in the meeting in person or by electronic means, including by
telephone. A quorum of the Committee is necessary for the Committee to take action.

Notice of the time, date, and place of each meeting will be provided to each Committee member
at least 5 days prior to any meeting. Meetings of the Committee shall be called by the
chairperson, by any two members of the Committee, or as otherwise regularly scheduled by the
Committee. Regular meetings will be held at least quarterly in conjunction with the Board and/or
Executive Committee meetings. The conduct of the meetings will follow Roberts Rules of
Order Newly Revised, with the chairperson running the meeting. In the absence of the
chairperson, the chairperson may designate another Committee member to chair the meeting or,
if there has been no such designation;, the Executive Committee Chairperson shall chair the
meeting.

The Financial Advisor(s) of FMPA shall be given adequate prior notice of each Committee
meeting to permit him or her to attend and is encouraged to attend and to participate in all
meetings of the Committee.

V. COMMUNICATIONS.
(1) The CFO (or staff person with chief financial management responsibility, if such title is

changed), (2) the General Manager, (3) the Audit Manager, and (4) the Treasurer and Risk
Director (or person with chief risk management responsibility, if such title is changes) shall serve

Page 2|5
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as the staff representatives to the Committee, or each of them may name a designee to fulfill
their respective roles (the "*Committee Staff Representatives”). The CFO shall have
responsibility for coordinating the communications of the Committee and coordinating
Committee meetings, including providing meeting notices to the Committee. Reports or
requests from the Committee to the Board of Directors or the Executive Committee will also be
coordinated by the CFO or his or her delegate.

V. AUTHORITY.

The Committee has no authority to bind FMPA or to make any decision on behalf of the FMPA
Board of Directors or Executive Committee unless such authority is delegated to the Committee
by resolution. The Committee serves in an advisory capacity to the Board of Directors and the
Executive Committee. The Committee’s role and authority, as otherwise determined by the
Board of Directors and the Executive Committee, shall be set forth in the Florida Municipal
Power Agency Risk Management Policy, which may supplement and shall control over any
conflicting terms of this Charter.

VI. RESPONSIBILITIES.
The following shall be the principal responsibilities of the Finance Committee:

1 Audits by Independent Auditors: The Committee shall discuss with the independent
auditors the overall scope, plans and budget for the annual audit, including the adequacy of
staffing and other factors that may affect the effectiveness of the audit. As such, the Committee
shall discuss with FMPA management and the independent auditors the Agency"s significant risk
exposures (whether financial, operating or otherwise), the adequacy and effectiveness of the
accounting and financial controls, and the steps management has taken to monitor and control
such exposures, new or proposed regulatory and accounting initiatives on the Agency's financial
statements, any problems or difficulties the auditors may have encountered in connection with
the annual audit or otherwise, any management letter comments provided to the Committee and
the Agency's responses, any difficulties encountered in the course of the audit work, including
any restrictions on the scope of activities or access to required information, any disagreements
with management regarding generally accepted accounting principles and other matters, material
adjustments to the financial statements recommended by the independent auditors and
adjustments that were proposed but ""passed" regardless of materiality, and other public
disclosures among other considerations that may be relevant to the audit.

2 Participant and Operational Audits: Review and approve all participant and operational
audits performed by the internal audit staff, including detail reports submitted.

Page 3|5
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3- Annual Budget prepared by Staff: Oversee the development of the annual budget for all
projects and all amendments to the approved budget, make recommendations to the Board or
Executive Committee for approval, and review of budget variances at least quarterly.

4. Major Financial Transactions: Review Requests for Proposals for financing transactions,
review the details of financing transactions, including public offering, bank loans, letter of credits,
cash defeasance, etc. and ensure that financial targets as set forth in the debt erand investment
policies are met and make recommendations to the Board and Executive Committee; review and
provide recommendations for the pooled loan program (or similar program to provide financial
support to Members); other significant financial transactions as they arise.

5 Access to Records and Others: The Committee shall have the full resources and authority
(i) to investigate any matter directly related to the mission of the Committee which is brought to
the Committee's attention, with full access to all books, records, facilities and personnel of the
Agency; and (ii) to request any officer or employee of the Agency, or the Company's
independent auditors, to attend a meeting of the Committee or to meet with any members of the
Committee.

6- Asset Risk Management: The Committee shall receive reports regularly, as deemed
appropriate by the Committee, from risk management staff on the activities of the Asset Risk
Management Group (Treasurer and Risk Director and assigned team members from operations and
generation staff) and discuss matters related to asset risk management for the Agency as the
Committee deems appropriate.

7 Annual Review: The Committee shall at least annually review and assess the adequacy of
this Charter and request the Board of Directors or Executive Committee, as provided for in
Section VI, to approve proposed amendments to this Charter as deemed appropriate by this
Committee.

Selection of Professionals: The Committee shall review the selection process for financial
professionals including external auditors, depository banks, trustee banks, underwriters, financial
advisors, bond counsel, disclosure counsel, and others as deemed appropriate

8- Compliance with Policies: The Committee shall regularly hear reports from staff on the
risk management activities of FMPA and all reports necessary for ensuring compliance with the
Agency's risk management policies, including the Florida Municipal Power Agency-Wide Risk
Management Policy and its constituent policies. The Committee is charged with oversight over
the Agency's compliance with its risk management policies and shall report violations or
discrepancies with those policies to the Board of Directors and Executive Committee, as
appropriate.
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VIil. APPROVAL.

This Charter is effective as of the approval by both the Board of Directors and the Executive
Committee. Except as provided in the next sentence, amendments to this Charter are effective as
of approval by both the Board of Directors and the Executive Committee. Amendments that
only relate to the All-Requirements Power Supply Project need only be approved by the
Executive Committee, and amendments that only relate to the Agency generally or projects

other than the All-Requirements Power Supply Project, or both, need only be approved by the
Board of Directors.

Page 5|5
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AGENDA ITEM 7 — Information Items
a) None

Audit and Risk Oversight Committee Meeting
February 14, 2019

Page 25 of 237



AGENDA ITEM 8 — Reports
a) Capacity Reserve Level Report

Audit and Risk Oversight Committee Meeting
February 14, 2019
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FMPP Daily Reserve Margins
February 2019 through January 2020
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Date Printed: 1/15/2019 9:43 AM
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AGENDA ITEM 8 — Reports
b) FGU Storage Management Report

Audit and Risk Oversight Committee Meeting
February 14, 2019
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FMPA Storage Management Report
Florida Gas Utility

January 2019
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Executive Summary — January 2019 Activity

January 2019 began with mild weather for the first half of the month before transitioning to more normal
temperatures and ultimately the extreme cold in the Great Plains/Midwest that punctuated the last few
days of the month. FGU’s physical gas activity related to FMPA’s storage inventory reflected the weather
trend with net injections during the first half of the month and considerable withdrawals at the end of the
month. At the start of the month, FGU’s financial hedge position targeted the market value for the January
2019 NYMEX contract settlement for approximately 88% of the storage inventory with the remainder
hedged with the February 2019 NYMEX contract. The January hedges were converted into Gas Daily
hedges (i.e., ‘swing swap’ hedges that have a daily settlement in January based on actual cash market
prices) upon expiration of the January 2019 NYMEX contract at the end of December. Given the mild
weather and resulting dearth of withdrawal opportunities, the daily expiring January hedges were rolled
into either additional January hedges for the remaining days of the month, or were rolled into February
hedges, depending on market conditions and anticipated utilization.

During January 2019, FGU injected a total of 29,532 Dths and withdrew 157,746 Dths, for a net reduction
of FMPA’s gas storage inventory of 128,214 Dths. FMPA’s optimized storage position, as of January 31,
2019 is long 339,571 Dths of storage inventory and short a total of 340,000 Dths of financial hedges (short
2,500 Dths/day, or 67,500 Dths total, of February daily ‘swing swap’ futures for days 2-28, and short
272,500 Dths total of March 2019 futures). These financial positions are housed in FGU’s clearing account
with Rosenthal Collins Group (RCG) with associated margining requirements. FMPA’s net optimized
storage position decreased in value by $3,063 during the month of January 2019, due primarily to the
limited weather-related withdrawal benefits being offset by the erosion of the January market premium
and the assessment of the remaining inventory at a lower prompt-month NYMEX value (i.e., March 2019)
as we move toward the end of the traditional winter heating season.

Looking forward, the gas market is expecting balanced supply/demand with minimal expectation for price
spikes in February given the relatively mild weather forecasts for the eastern portion of the United States.
In fact, the valuation for gas for the remainder of February 2019 is marginally lower than the value of gas
in March 2019. This is highly unusual given the normally higher gas demand in February but speaks to the
weather forecasts through mid-February and adequacy of gas storage inventory in the United States
coming out of a mild December/January.
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Henry Hub Cash Market vs NYMEX Prompt-Month Futures
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Summary of Existing Physical Inventory Position (1/31/2019)

Unrealized
Gain/(Loss)

(851,122)

Marked to
WG

$948,761

Market
Value

$2.79

Total Inventory
Cost

$999,883

Total Inventory

Inventory
WACOG

$2.94

Volume
339,571

Summary of Existing Financial and Forward Physical Risk Management Positions (1/31/2019)

D'\jlc;\;i;y Pol.:,li(:;con FEELHEE EZLZ/(LOSS) to Open Equity Total Value
Jan-19 0 ($8,133) $0 ($8,133)
Feb-19 | (67,500) $62,648 $19,575 $82,223
Mar-19 | (272,500) $5,653 $45,960 $51,613
Apr-19 0 $0 $0 $0
May-19 0 S0 $0 S0
Jun-19 0 S0 $0 S0
Jul-19 0 $0 $0 $0
Aug-19 0 $0 $0 $0
Sep-19 0 S0 $0 S0
Oct-19 0 S0 $0 $0
Nov-19 0 S0 $0 S0
Dec-19 0 $0 $0 $0
Jan-20 0 $0 $0 $0
Feb-20 0 S0 $0 S0
Mar-20 0 S0 S0 $0
Apr-20 0 $0 $0 $0
May-20 0 $0 $0 $0
Jun-20 0 $0 $0 $0
Jul-20 0 S0 S0 $0
Aug-20 0 S0 $0 $0
Sep-20 0 S0 $0 $0
Oct-20 0 $0 $0 $0
Nov-20 0 $0 $0 $0

Summary of Historical Value - Physical and Financial (December 2009 through January 2019)

Optimization Activity

Net Position (Dths)

Total
Realized

Unrealized
Gain/(Loss)

Total Storage
Net Benefit

Gain/(Loss)

(Cl”/gi;'ztoplhgy)s'ca'/ Financial Positions 429 | $2,549312 |  $14.413 |  $2,563,725
Fees & Commissions ($40,821) $2,522,904
NJRES Capacity Release $477,598 $3,000,502
Sale of Call Options (Jan 2015) $26,000 $3,026,502

Page 32 of 237




Schedule of FMPA Gas and Cash Flows Related
to FGU Storage Services

mioetion hotual | Net | Net mventony [Running

Month | Cost NYMEX | ‘CoilEion | Volume | - volume | Balanceat | oo™ | lgnny

urve End of
(2/1/19) (%) (Dths) (Dths) Month (Dths) Balance ($)

Nov-18 $3.26 $146,589.42 45,000 0 442,785 $1,281,744 $2.8947
Dec-18 $3.58 $89,517.18 25,000 0 467,785 $1,371,261 $2.9314
Jan-19 $0.00 | ($371,378.15) 0 128,214 339,571 $999,883 $2.9445
Feb-19 $2.95 ($294,454.78) 0 100,000 239,571 $705,428 $2.9445
Mar-19 $2.73 ($198,756.97) 0 67,500 172,071 $506,671 $2.9445
Apr-19 $2.70 $134,950.00 50,000 0 222,071 $641,621 $2.8893
May-19 $2.71 $108,360.00 40,000 0 262,071 $749,981 $2.8617
Jun-19 $2.75 $0.00 0 0 262,071 $749,981 $2.8617
Jul-19 $2.80 $0.00 0 0 262,071 $749,981 $2.8617
Aug-19 $2.80 $0.00 0 0 262,071 $749,981 $2.8617
Sep-19 $2.78 $555,600.00 200,000 0 462,071 $1,305,581 $2.8255
Oct-19 $2.80 $0.00 0 0 462,071 $1,305,581 $2.8255
Nov-19 $2.85 $0.00 0 0 462,071 $1,305,581 $2.8255
Dec-19 $3.00 $0.00 0 0 462,071 $1,305,581 $2.8255
Jan-20 $3.10 | ($706,374.82) 0 250,000 212,071 $599,206 $2.8255
Feb-20 $3.04 | ($423,824.89) 0 150,000 62,071 $175,382 $2.8255
Mar-20 $2.89 $0.00 0 0 62,071 $175,382 $2.8255
Apr-20 $2.57 $0.00 0 0 62,071 $175,382 $2.8255
May-20 $2.52 $554,180.00 220,000 0 282,071 $729,562 $2.5864
Jun-20 $2.54 $0.00 0 0 282,071 $729,562 $2.5864
Jul-20 $2.57 $0.00 0 0 282,071 $729,562 $2.5864
Aug-20 $2.57 $0.00 0 0 282,071 $729,562 $2.5864
Sep-20 $2.56 $511,400.00 200,000 0 482,071 $1,240,962 $2.5742
Oct-20 $2.59 $0.00 0 0 482,071 $1,240,962 $2.5742
Nov-20 $2.64 $0.00 0 0 482,071 $1,240,962 $2.5742
Dec-20 $2.81 $0.00 0 0 482,071 $1,240,962 $2.5742
Jan-21 $2.93 ($566,330.57) 0 220,000 262,071 $674,631 $2.5742
Feb-21 $2.86 ($386,134.48) 0 150,000 112,071 $288,497 $2.5742

Winter months
Bold = actual data

- Negative values reflect withdrawals of storage gas that have already been paid for.

- Positive values reflect charges to FMPA for gas purchases to be injected into storage.

- Months above reflect the period of storage activity and the actual charge/credit from FGU
would occur the following month.
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AGENDA ITEM 9 — Comments

Audit and Risk Oversight Committee Meeting
February 14, 2019
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AGENDA ITEM 10 - Adjournment

Audit and Risk Oversight Committee Meeting
February 14, 2019
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RISK MANAGEMENT POLICY
FOR FLORIDA MUNICIPAL POWER AGENCY

This Risk Management Policy (the "Policy™) and subordinate policies and procedures establish the
governance, framework, and controls under which Florida Municipal Power Agency ("FMPA")

engages in enterprise risk management.

1.0 Policy Statement

Enterprise risk management utilizes the Agency's organizational structure, procedures,
processes, and resources to identify, measure, monitor and report risks. As a result of these
efforts the Agency will manage risk by choosing to eliminate, transfer, reduce, or accept
some or all of each identified risk. The Executive Committee (EC) and Board of Directors
(BOD) of FMPA recognize that FMPA is exposed to various risks in the normal course of
business activities. It is the objective of this Risk Management Policy to formalize the
enterprise risk management process so that financial and strategic impacts of unfavorable

outcomes are minimized.
The following summarizes the Policy of the EC and BOD:

Vv  The Audit-and-Risk-OversightFinance Committee (AROFC) is authorized to oversee
the administration of this Policy as detailed in Section 4.1.

Vv Asdetailed in Section 4.3, the Risk Management BepartmentTeam (Treasurer and Risk
Director, along with designated staff) shall function as the operational arm of the

AROFC to identify, measure, monitor and report on FMPA's business risks

agerTreasurer and Risk

Director is designated the Agency Risk Manager, and shall cause risks to be reported
to the AROCFC as described in Section 4.3.

v Each defined Agency activity will have separately approved risk management policy
as an Appendix to this Policy as listed in Section 5.0.

v This Policy and all Appendices shall consider the credit rating implications of risk
management actions as described in Section 5.0
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RISK MANAGEMENT POLICY
(Continued)

v  The Agency Risk Manager must provide or cause to be provided written risk

assessments to the AROCFC at least annually as detailed in Section 7.0.

2.0 Types of Risk

This Policy establishes minimum standards for risk awareness and enterprise risk
management to minimize unfavorable outcomes of risk. While not intended to be a
comprehensive listing of risks encountered by FMPA during the normal course of the
business cycle, the following provides definitions for major categories of risk exposures at
FMPA, as established by the 2004 Deloitte & Touche risk assessment. Each Policy Appendix
further describes these risks as applicable to specific Agency functions.

2.1 Operational Risk:
The potential economic loss caused by ineffectiveness, inefficiency or loss of
power generation, transmission or fuel supply facilities or assets.

2.2  Market Risk:
The risk of potential change in the value of an asset caused by adverse changes in
market factors.

2.3 Environmental Risk:
The potential environmental impact associated with a failure to comply with federal
and state environmental regulations

2.4 Volumetric Risk:
The potential environmental impact associated with a failure to comply with federal
and state environmental regulations

2.5 Regulatory Risk:

The potential adverse impact of an action or direction from a regulatory body such
as, but not limited to, FERC, EPA, DOE, or IRS.
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2.6

2.7

2.8

2.9

2.10

RISK MANAGEMENT POLICY
(Continued)

Strategic Risk:

The risk that the policies and actions of a governing body or management do not
promote the successful attainment of strategic goals and objectives.

Legal Risk:

The potential financial losses incurred through an unauthorized deviation from any
legal commitments under local, state, federal law or contracts.

Reputational Risk:

The potential losses incurred when stakeholders or the public negatively perceive an
organization.

Credit Risk:

The potential of financial losses due to the failure of counterparties to fulfill the
terms of a contract on a timely basis, or adverse changes to credit ratings of an

organization.

Administrative Risk:

The potential of financial loss due to deficiencies in internal control structure and

management reporting due to human error, fraud or a system failure.

3.0 Enterprise Risk Management Program

The Accounting Department is responsible for ensuring that all funds, property and securities

of the Agency are recorded in accordance with prudent utility practice, generally accepted

accounting principles, and all requirements set forth by law and/or regulation. These

activities will be governed by accounting procedures and the following practices.

3.1  Governance:
Strong organizational governance paths, from employee to governing body, back to
employee, are essential for facilitating risk communication up and down the Agency.
See Section 4.0 for further details on FMPA's risk management governance structure.
Risk Management Policy 4 0f 10
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RISK MANAGEMENT POLICY
(Continued)

3.2 Internal Control:

Internal control is the system of processes and people designed to provide reasonable
assurance that the Agency is able to meet its strategic goals. See Sections 4.0, 5.0 and

all Policy Appendices for further details on FMPA's internal control system.

3.3 Risk Framework:

The risk framework of the Agency provides the general structure of the enterprise
risk management program. FMPA's risk framework components address the
following:

Risk appetite for each risk category

Risk tolerances within risk appetite

Risk aware culture

Risk metrics

Risk policies
See Sections 4.0 and 5.0 for further details on specific risk management activities and

risk assessment.

3.4  Monitoring and Reporting:

The enterprise risk management program of the Agency must be monitored and
reported on so that staff and governing bodies can make decisions inclusive of current
and emerging risks. The Agency has established a Risk Management
DepartmentTeam (RMBT) to facilitate risk monitoring and reporting. See Sections
4.3 and 7.0 for further details on risk monitoring and reporting for the Agency

4.0 Risk Management Governance:

The Agency's enterprise risk management program begins with recognition of the parties

(Agency Risk Manager, RMTB, Internal Audit Manager and staff, employees and governing

bodies) with responsibilities under this Policy. The risk management governance structure
includes the key elements outlined below:
Segregation of duties among the parties in the enterprise risk management

program.
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RISK MANAGEMENT POLICY
(Continued)

Independence of the Agency Risk Manager such that risk and control information
flows without restriction or bias due to self-interest.

All FMPA staff are required to work in cooperation with the RMBT to facilitate
risk management processes.

The Agency Risk Manager shall coordinate periodic reviews of the enterprise risk
management program conducted by an independent, external party with expertise
in risk management. The Agency Risk Manager shall include such a review in

the budget process at least every five years.

4.1  Oversight Structure- Auditand-Risk-OversightFinance Committee:

Members are appointed to the ARGCFC according to the Committee Charter. The
AROCFC shall oversee the administration of this Policy and any subsequent

procedures relating to Agency risk management activities.

This Policy and all included appendices shall be reviewed on at least an annual basis
by the RMBiInternal Audit Team. Completed policy compliance reviews shall be

reported to the AROCFC. The Agency Risk Manager will from time to time report
to the AROCFC on Agency risks as described in Section 4.32.0.

The Agency Risk Manager may use discretion to report Policy violations directly to
the General Manager and/or the AROCFC as deemed necessary. The ARSCFC shall
advise the Agency Risk Manager and the General Manager on desired next steps for

addressing the Policy violation.
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RISK MANAGEMENT POLICY
(Continued)

4.2  Organizational Structure For Risk Control

4.3  Delegation of Authority:

It is recognized that there are times when a member of the FMPA management team
may be absent for some period of time. Through the use of FMPA’s “Delegation of
Authority” form, any management team member can designate a direct report to
fulfill all of their respective organizational responsibilities during their absence,

without limitation.

If a member of the management team has failed to delegate their authority, the
manager to whom the member reports has the expanded authority to either assume
that member’s organizational responsibilities or to delegate such to a subordinate of
the member. Upon such action, any and all rights provided by the “Delegation of
Authority” form will be authorized as if the form had been completed prior to their

absence.
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4.4

RISK MANAGEMENT POLICY
(Continued)

Risk Management BepartmentTeam:

The RMBT is the operational arm of the ARGCFC. The mission of the RMBT is to
facilitate the effective identification, monitoring and reporting of the Agency's risks
in support of achieving the goals of the Agency and all of the Agency's Projects, in
accordance with this Policy. The RMBT is responsible for facilitating an enterprise
risk management culture and fulfilling compliance and reporting roles as appropriate.
It remains the responsibility of the General Manager and governing bodies to set risk

appetites and tolerances and to establish risk management strategies.

The Centract—Compliance—Audit—andTreasurer and  Risk ManagerDirector is
designated FMPA's Agency Risk Manager, and is responsible for causing FMPA's

risk exposures to be prioritized and reported to the ARSOCFC. Risks are prioritized
by the RMBT using the Agency's risk framework for level of severity, likelihood of
occurrence, and quality of controls, as well as the judgment of the Agency Risk

Manager.

5.0 Risk Management Strategies:

The Agency is subject to numerous risks. These risks can arise from actions taken (or not

taken) by Agency staff, parties external to the Agency and from "acts of God." The following

Agency activities shall have risk management policies approved by the ARGCFC and

appropriate governing body, consistent with this Policy and included as Appendices to it.

Natural Gas and Fuel Oil Management Appendix A
Debt Management Investment Appendix B
Investment Management Appendix C
Insurance Program Management Appendix D
Credit Risk Management Appendix E
Contract Administration Appendix F
Statutory and Regulatory Matters Appendix G
Power Supply and Resource Planning Appendix H
Asset Management and Operations Appendix |

Accounting and Internal Controls Appendix J

Origination Transaction Management Appendix K
Records Management Appendix L

Risk Management Policy
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6.0

7.0

RISK MANAGEMENT POLICY
(Continued)

Contingency Planning Appendix M
Human Resource Management Appendix N
Information Technology Appendix O

Risk Assessment and Evaluation

Section 2.0 of this Policy establishes FMPA’s risk categories to assist with identifying critical
risk factors during decision-making. These risk categories will be used in the process of
assessing risk and to facilitate independent measurement of risk by providing common

understanding of risks.

When deciding between two or more competing alternate courses, each course of action or
decision should be evaluated using the risk framework (Section 3.3). Components of the
Agency’s risk framework shall be used as a reference for risk assessments presented to the
AROCFC and governing bodies. Specific risk assessment and evaluation criteria are

established in each of the Policy Appendices.

Review and Revisions to Policy

The AROCEC is granted authority by the Board of Directors and Executive Committee of
FMPA to oversee this Policy. The ARGCFC directs the Agency Risk Manager to cause a

review of the operation and effectiveness of this Policy through risk assessment reports. The

Agency Risk Manager shall present or cause to be presented a written risk assessment report

to the AROCFEC for approval at least annually. The risk assessment report shall include a

synopsis of the current state of the enterprise risk management program.

Based on the findings of each risk assessment report, the AROCEC may make
recommendations regarding risk management processes to the General Manager and Agency
Risk Manager, and if appropriate, recommend a course of action promoting changes to this
Policy to the Board of Directors and/or Executive Committee. This Policy may be changed

only with approval of the appropriate governing body.

The appropriate governing bodies may, as business needs arise, approve changes to this

Policy outside of the annual review process described above.
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FUEL PORTFOLIO RISK MANAGEMENT POLICY
FOR FLORIDA MUNICIPAL POWER AGENCY

This Fuel Portfolio Risk Management Policy (the “Policy”) and any effective subordinate
procedures establish the governance, framework and controls under which Florida Municipal Power
Agency (“FMPA” or “Agency”) may engage in activities to identify, measure and minimize future
business risk impacting the All Requirements Power Supply Project (“ARP”) resulting from price
and/or supply uncertainty in the natural gas and fuel oil markets. This Policy is Appendix A of the
FMPA Risk Management Policy.

1.0 Policy Statement

The Executive Committee (“EC”) of FMPA recognizes that FMPA is exposed to various risks
specific to generation fuel as an integral aspect in the normal course of business activities. There
may be times when FMPA will determine that certain risks are above the risk tolerance levels
expressed by FMPA’s members. As such, FMPA staff is hereby authorized to implement various
mechanisms, such as those more fully described in Sections 5.0 and 6.0 of this Policy, which will
control, transfer, or mitigate these risks to help safeguard the Agency’s ability to provide reliable

power.

The design standards of this Policy ensure that the risk control oversight functions are independent
from any asset management or daily operational activities. Further, any and all actions taken by
FMPA are strictly to provide reliable power to the ARP members and manage any associated risks
deemed appropriate by the ARP members and will not be speculative in nature to achieve additional

monetary gain using the commodity market.

The following summarizes the Policy of the EC:

v FMPA is granted authority to enter into natural gas transportation contracts, storage
agreements, or physical purchase and sales contract commitments, subject to the details on
authorized products are contained in Section 5.4 of this policy.

v FMPA is authorized to enter into “Enabling Agreements” that define the terms and conditions
of any subsequent transaction agreements related to generation fuel commodity purchases,
sales, storage, transportation or risk mitigation transactions. Details of these authorized

Enabling Agreements are contained in Section 0 of this policy.
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FUEL PORTFOLIO RISK MANAGEMENT POLICY
FOR FLORIDA MUNICIPAL POWER AGENCY
(Continued)

v FMPA may undertake natural gas or fuel oil risk mitigation transactions with the specific prior
approval of the EC.

Vv FMPA shall maintain a Generation Review & Assessment Management (“GR&A”™) Group as
detailed in Section 5.1.

v Section 6.1 of this Policy sets defined limits for purchased physical natural gas volumes.

v Section 6.2 of this Policy sets defined limits for purchased fuel oil quantities.

v All individuals authorized to execute trades shall be approved by the General Manager and
reported to the GR&A Group and Committee (* ).

v Authority is delegated to the

and the Agency Risk Manager to cause the creation of and

subsequent administration of any underlying procedures defined by this Policy and deemed
appropriate and/or necessary.

v Deviations from this Policy shall be reported to the as prescribed in Section 4.1 of
the FMPA Risk Management Policy.

v FMPA may not enter into transactions to mitigate natural gas price fluctuation exposure related
to (i) energy sales by FMPA when the contract sales price is not concurrently based upon a
corresponding (fixed or floating) natural gas purchase price or (ii) the volume of gas related to

net energy sales to the Florida Municipal Power Pool (“FMPP”) as detailed in Section 5.4.
2.0 Scope

FMPA is exposed to risk by its participation in the physical natural gas and fuel oil commodity
market and the corresponding financial derivative market for each respective underlying
commodity. FMPA participates in various mitigation efforts in order to manage exposure to these
risks. Without risk management, FMPA’s ARP is subject to potentially significant energy rate
volatility and operational reliability limitations that result from generation fuel cost changes, fuel
receipt/delivery constraints, and cash flow requirements to meet operational cost liabilities and

obligations.

Mitigation efforts would consist of executing physical and financial transactions designed reduce
the ARP’s exposure to energy rate volatility and operating risks associated with its need to
participate in the physical commodity market to ensure delivery of generator fuel, as required, for
generating power to meets its obligations and commitments. Currently, the EC has not authorized
any program designed to mitigate near term price risk associated with spikes in natural gas fuel

costs, as detailed in Section 5.2. As such, no near term price hedging type transactions will be entered
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3.0

FUEL PORTFOLIO RISK MANAGEMENT POLICY
FOR FLORIDA MUNICIPAL POWER AGENCY
(Continued)

into without obtaining specific EC guidelines, goals and the subsequent approval for such

transactions related to natural gas fuel.

Objectives

The objective of the risk management program described in this Policy is to identify risk exposures;

to understand their potential impact on the ARP’s financial statements and continued economic well-

being; to measure and report these impacts; and to take appropriate steps to manage or mitigate any

adverse effect to an acceptable level as specified by the EC. This will be accomplished through the

use of operational technigues and trading instruments which are consistent with this policy.

3.1

3.2

3.3

Manage Generation Fuel Requirement Projections:

FMPA shall strive to effectively manage its natural gas and fuel oil programs. It is
expressly understood that risk management is intended to mitigate exposure to
adverse outcomes and is not intended to result in increased financial profitability or
result in the lowest cost for natural gas and fuel oil. The purpose of this Policy is to
ensure that planning and control methods are in place and utilized to manage

generation fuel supply reliability.

Manage Volumetric Exposure:

FMPA shall only manage its physical natural gas and fuel oil volumetric requirements
related to serving the needs of the ARP. Fuel volume requirements are based on
dynamically changing variables such as load forecasts, weather forecasts, generation
resource availability, and projections of optimal generation unit dispatch. Changes in
any of these variables will impact the ARP’s required quantities of natural gas and/or
fuel oil and inhibit the intended effectiveness of this Policy. To mitigate these
impacts, this Policy defines review and update parameters to revise volumetric

exposure projections in Section 5.4.4.
Maintaining Balance between Cost and Reliability:

FMPA efforts strive to control costs and ensure reliable delivery of electric power to its

members and other commitments, if any. Ensuring the highest level of reliability is in
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FUEL PORTFOLIO RISK MANAGEMENT POLICY
FOR FLORIDA MUNICIPAL POWER AGENCY
(Continued)

opposition to achieving the lowest possible cost. The less focus placed upon reliability to
control costs increases the risk that energy delivery and regulatory obligation failures may
occur. Balancing between these opposing objectives is a primary focus of staff at all times.
The equilibrium point between cost and reliability to achieve the desired balance is defined

and established by the EC.

4.0 Types of Risk

This Policy establishes minimum standards to support an Agency-wide atmosphere of risk control
measures to provide reliable pow