
Mr. Adam Teitzman 
Commission Clerk 

AUSLEY M CMULLEN 
ATTORNEYS AND COUNSELORS AT LAW 

123 SOUTH CALHOUN STREET 

P.O. BOX 391 (ZIP 32302) 

TALLAHASSEE, FLORIDA 3230 1 

(850) 224·9115 FAX (850) 222·7560 

September 17,2019 

HAND DELIVERED 

Florida Public Service Commission 
2540 Shumard Oak Boulevard 
Tallahassee, Florida 32399-0850 

FILED 9/17/2019 
DOCUMENT NO. 08837-2019 
FPSC- COMMISSION CLERK 

Re: Fuel and Purchased Power Cost Recovery Clause with Generating Performance 
Incentive Factor~ FPSC Docket No. 2019000 l-EI 

Dear Mr. Teitzman: 

We submit on behalf of Tampa Electric Company one redacted version of Staff's Audit 
Work Papers pursuant to Audit Control No. 2019-070-2-2. This filing is being accompanied by 
a Request for Confidential Classification and Motion for Temporary Protective Order being 
separately filed this date with your office. 

Please acknowledge receipt and filing ofthe above by stamping the duplicate copy of this 
letter and returning same to this writer. 

Thank you for your assistance in connection with this matter. 

JDB/pp 
Enclosure 

cc: All parties of record (w/o enc.) 

Sincerely, 

. ames D. Beasley 7 
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COMMISSIONERS: 
ART GRAHAM, OiA1RMAN 
JUUE L DROWN 
ANDREW GILES FAY 
GARY F. CLAR.J< 
DONALD POLMJ\NN 

STATE OF FLORIDA 
TAMPA DISTRICT OFFICE 
1313 N. TAMPA STREET 
SUITE220 
TAMPA, FL 33602·3328 
(813) 637-8660 

Juhlic~.er&ic.e Q.Inmmission 

Mrs. Sloan Lewis 
Tampa Electric Company 
702 FrankJin Street 
Tampa, FL 33602 

September 05, 2019 

RE: Tampa Electric Company- Hedging Activities 
Docket No. 20190001-EI- Audit Control No. 2019-070-2-2 

Dear Mrs. Lewis, 
We have completed our ield work in the above-referenced audit. Attached is the audit report. 

Please sign and date a copy of this Jetter and return it to me indicating that you have received the 
confidential copy of the audit report. 

Sincerely, 

t~fJ---> 
Intesar Terkawi 
Audit Manager 

Received by: 
~pany 

-
Ao A.IJirmativc Actioo I Equ.ll Opportunity Employer 

PSC Wcbsitt: bttp:/1\vww.Doridapsc.com Iottmel [..mail: c:onbc:l@psc.s~~~te.ll.u.s 



Att. To Confidential Leller 
Tampa Electric Company 

lncex ofConfi4cntial Workpapcrs 
Docket No. 2019000 l-ET Audtl Control No. 2019-070-2-2 

WP No. oescriptjoo /Title of Workpapers 

2 Ser ies Natura l Gas and Oi l Hedging Detail 

12 Series General Ledger 

44 Se ries M onthly Fi l i ng De tails 

45 Series Sam ples o f Four Months 
56Senes Va ri ences 
58 Seri es Seperation of Duties 

No. of Pages 

21 
6 

4 

59 
1 

3 



CON FJ OENTIAL 

AUSLEY MCMULLEN 
ATTORNCYS ANO C OUNSELORS A T LAW 

1~3 SOUT H CALHOU N STREET 

F> 0 80X :> \11 (Z I P ;,s_,.)Oz) 

TALLAH A S SCC . '"L O R I DA 3<e30 1 

' 85012~ 4 !) 11 S fAX C8SOI2 ~27560 

April 3. 201 R 

VlA: EI.ECT~ONJ(" FlUNG 

Tampa Electric Company 

Hedging Activities 4\/ 

Ms. Carlolla S. StauUer 
Commis~ion Clerk 

08/01/2018 . 07/31/2019 l,;f~ 
Docket No. 20190001-EI ACN 2019·070·2·2 

Subject: r- I t I\.-..~ (;' 1 /If ;;-r 
Florida Public Servtce Cnmrnig"ion 
2540 Shumanl Oak Boulevard 
·1 allahassee, FL ~2399-0&50 

Re: fuel ami Purchased Power Cost Recovery Clause with Generating 
Perfl,rmance lnct:ntillt: Factor; t PSC' Docket i'io. 2019000 J. f~ l 

Deu Ms. Stauffer 

Attached for filing in the above dodet on behalf of Tampa Elt:ctric Company is the 
Prepared Direct Testimony l'f .1 . Brent Culdwdl and accompanying Exhibit No. (JBC-1), 

identified as 201 g Hcdgmg Activity True-Up. 

Thank you lilr your assistance m connecti<111 with this maHer 

.JDA/pp 
Attachment 

cc· A II parties or n:wru (w/auachment) 

SOURCE _ _____ _ 

Sincerely . 
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Tampa Electric Company 

Hedging Activ•ties lli 
08/01/2018- 07/31/2019 

Docket No 20190001-El ACN 2019 070- ·2 

CE!n JFIC/\ rE Or SERVICE 
Subject; ~ I L "'-0 0 7 /! J J; t 

I HEREUY CERTIFY that a true and correct cop~ of the foregoing Testimony and E:><hihit 

JBC-1 of Brent Caldwel l has been fumished hy electron ic mail on this 3rt1 dt~y of Ar>ril 20 19 to the 

toJJow1ng 

Ms. Sunume Brownless 
Office of the General Coun~el 
r-Jorida Public Service Commission 
2540 Shumard Ollk Boulevard 
Tallahassee. fl. 32399-0850 

sbruwnle@psc.state.O. us 

Ms Patnc1a A. Christensen 
Associate Public Counsel 
Of'Jicc or Public Counsel 
I I I \Vest Madison Street- Room 812 
Talli:!hasscc. fL .32399-1400 

chri stensen. nan v-£tleg.state. fl .us 

Ms. Dia-~ne M. l'nplell 
Duke Energy Florida 
299 First i\ venue Nm th 
St. Petersburg, FL 3370 I 
Dianne. lpplett'ii duke-energ,· cum 

Mr. Matthew R Bern1er 
Sen1or Counsel 
Duke Energy Florida 
I 06 East Col lege 1\ venue. Suite 800 
Tall<!hassee, FL 32301-7740 

Matthew. bernier(ti•duke-enen:' .com 

Mr Jon C Moyle .. IJ 
Moyle l.aw Firm 
118 North Gadsden Street 
Tall~hassee , FL 3230 1 
llllO,·Ie:ii:moylel<:n ... . com 

I iolly Henderson 
Senior Manager Regulatory i\ffau·s 
Gulf Power Company 
215 South Monroe Street. Suite 61 g 
I allahassee f l 3230 I 
htllly .hende1 son@ne>.teraenergy. com 

: :·· ~ 
\ . : ~. 

SOURCE------

Ms. Beth Keating 
Gunster, Yoakley & Stewart, P./\ . 
215 S. Monroe S l.. Suite 601 

Tallahassee, rL 32301 
bkeating/ti"gw1ster com 

Maria Moncada 
Senior 1\ ttorne) 
Mr. Joel T Bake1 
Principal Attorney 
Florid<! Power & Light Company 
700 Universe B•lulevard (LA W/JB) 

Juno Beach, FL 33408-0420 
maria. moncadarolfpl . com 

JOel .bakerfclifpl.com 

Mr. Kenneth Hoffman 
Vice President , Regulatory Relations 
Florida Power & Light Company 
215 South Monroe Street, SuiteR I 0 

Tallahassee, Fl. 32301-1 R59 
ken.hoffman;it•fpl .com 

Mr. Mike Cassel 
Regu Ia tory and Guvernmenwl A ffa 1r~ 
Florida Public Ltilities Company 
florid~ Division of Che<;apeake lftilities C:nrp. 

1750 SW 14th Street , Suite 200 

Fernand1 na Reach. Fl. 120~4 
mcassel'ti' fpuc.com 

Mr. Russdl /\.. Badders 
Vic~ President & Associaw General Counsel 
<lui r Power Company 
One Energy Place 
Pensacola f-'L 32520 
russel l. bndders .. n:nexternnerg' .corn 

2.\ 



Mr. Robert Scheffel Wright 
Mr Jolm T. LaVia, 111 
Gardner, Bist, Wienc:r, Wudsworth, 
Bowden, Bush, Dee, La Via & Wright, P.A. 

I 300 Thoma!'> wood Drive 
Tallahassee. Fl. 12308 
Schef(ii=gbwlegal com 
Jlaviaragbwlegal.com 

Mr. St~vcn K Griffin 
Beggs & Lcmt: 
P.O. Box I 2950 
Pensacola FL 32591 
srgtt?bel!gslane.com 

CONFIDENTIAL 

SOURCE _______ _ 

Mr. James \J./ . Brew 
M~. Laura A Wyru1 

Stone Maltheis Xenopoulos & Brew. PC 
I 025 '1 homas Jeiferson Street, NW 
E1ghth Floor. West Tower 
\Vac;hington. OJ'. 20007-5201 
jbrt!w:d·smxblaw.c• m 
laura.\\ ynnfdlsmx bla w. com 

Tampa Electric Company 
Hedging Activities ' \--.1 
ostolt2ota . 07/31/2019 v I \ 
Docket No. 20190001-EI ACN 2019·070·2·2 

Subject r . L. 1/ 1 t 
~-1 IV'-J ~ 1?.-Y 

?_.L, 



A_'T~ECO\ 
· ~~ TAMPA ELECTRIC 

TamPa Elect~i~ ~ompanv , \~ 
~edging Acttvtttes V AN EMERA COMPANY 

08/01/2018 · 07/3111019 
eN 1019-070· 2· 2 ...r 

Docket No. 2~1~00L01·£1 A "1/ lj J I 
Subject: r \ i ~ 0 I 

BEFORE THE 

FLORIDA PUBLIC SERVICE COMMISSION 

DOCKET NO. 20190001-EI 

IN RE: FUEL & PURCHASED POWER COST RECOVERY 

AND 

CONF\L EN1\~l 
CAPACITY COST RECOVERY 

2018 HEDGING ACTIVITY TRUE-UP 

TESTIMONY AND EXHIBIT 

J . BRENT CALDWELL 

FILED: APRIL 3, 2019 

~ ' . ) I: 
SOURCE-~===::=::_ ____________ __. 
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Tampa Electric Company 
HedgingActivities \ l" \ 
08/0l/2018 . 07/31/2019 V\\J 
Docket No. 20190001-EI ACN 2019·070·2·2 

Subject: ~ i L· U 0 CJ /I J ;; t 
TAMPA ELECTRIC COMPANY 
DOCKET NO. 20190001-EI 

FILED: 4/3/2019 

BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

2 PREPARED DIRECT TESTIMONY 

CONFlb N11~l 
OF 

J. BRENT CALDWELL 

6 Q. Please state your name, address, occupation and employer. 

7 

8 A . My name is J. Brent Caldwell. My business address is 702 

9 N. Franklin Street, Tampa, Florida 33602. I am employed 

10 by Tampa Electric Company ("Tampa El ectric" or "company") 

: 1 as Director , Resource Planning. 

12 

1' Q. Please provide a brief outline of your educational 

14 background and business experience. 

15 

16 A . I received a Bachelor's degree in Electrical Engineering 

17 from Georgia ~nstitute of Technology in 1985 and a Master 

18 of Science degree in Electrical Engineering in 1988 from 

151 the University of SouL!1 florida . I have over 20 years of 

20 utillly experience with an em9hasis in state and federal 

21 regu.:.atory matters, fuel procurement and transportation, 

22 fuel logist~cs and cost reporting, and business systems 

23 analysis. In 2017, I assumed responsibility for Portfolio 

24 Optimization which includes unit conunitment, near-term 

25 , :.t , r 1, p~anning, and natural gas and wholesale power 
. ;. ' 

SOURCE. 
'. y 



CON F\ OEN1\~l 
Tampa Electric Company ~ 
Hedging Activities 
08/01/2018 - 07/3112019 . 
Docket No. 20190001-EI ACN 2019·070-2·2 -

Subject: ~ j l\ V\.J 0 7/ !/ t1 
1 trading. Tn December 2018, I assumed the role o: Director 

2 Resource Planning. 

3 

4 Q . Have you previously testified before the Florida Public 

5 Service Commission ( '' F'PSC" or "Commission")? 

6 

7 A. Yes. 1 have submitted written test1mony 1n the annual fuel 

8 docket s:.nce 2011 . In 2015, I testified in Docket No. 

9 20150001-EI regarding natura: gas hedging. - have also 

10 test1f1ed before the Commission in Docket No. 201202~4-

1 1 EI rrgarding the company's fuel procuremen: for the Polk 

12 2-5 Combined Cyc:e Conversion pro:ect. 

13 

14 Q . Please state the purpose of your testimony. 

15 

:.6 A. The purpose o f my testimony 1s to present, for the 

17 Commission's review, information regarding the 2018 

:II results of Tampa Electric's risk management act.1vities, 

j.9 as required by the terms of the stipulation entered into 

20 by the parties to Docket No. 2001:605-EI and approved by 

ll the Commission in Order No. PSC-2002-1484-fOf-EI. 

22 

23 Q. Do you ~·Jish to sponsor an exhibit in supper-.: of your 

2~ test1mony? 

25 

SOURCE 2 

1 ,5 



CONFtDENTIAL 
Tampa Electric Company 
Hedging Activities 
08/01/2018 . 07/31/2019 

D k t No 20190001-EI ACN 2019-070 2-2 
oce . .1 ~ 

Subject: ~ 1 L 1 j 0 1 / l ? / i 

A. Yes. Exhibit No. JBC-1, entitled Tampa Electric's 2018 

2 Hedg1ng Activity True-up, was prepared undet my direction 

3 and supervision. This report describes the company's risk 

4 management activities and results for the calendar year 

5 2018. 

6 

: Q . What is the source of the data you present in your 

8 testimony in this proceeding? 

q 

10 A Unless otherwise indicated, the source of Lhe dala 1s the 

11 books and records of Tampa Electric. The books and records 

12 are kept in the regular course of business in accordance 

1 j with generally accepted accounting pr1nciples and 

1~ practices, and provisions of the Cniform System of 

15 Accounts as prescribed by this Corrmission. 

1 b 

]1 Natural Gas F1nanc1al Hedg1ng 

l!l Q. Please describe the natura: gas financial hedging 

19 moratorium that began in 2016 and jts effects on 2018 risk 

70 management activ1lies. 

21 

')') A. On October 24, 2016, electr1c investor-owned utilities 

23 DF.P, Gul: and Tampa Electric, col~ectively the IOUs, 

24 Off.ice of Public Counsel, the Florida Industrial Power 

25 i.Jsers Group, and the Flonda Retail i:ederation jointly 
... 

3 
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CONFIDENTIAL 

Tampa Electric Company 
Hedging Activities 
08/01/2018.07/31/2019 
Docket No. 20190001-EI ACN 2019·070-2·2 

Subject: ~ \ l \ ""-~ b? J I 3 1 T 

1 entered into a Stipulation and Agreement ("Agreement "}. 

2 Under the terms of the Agreement, ~he IOUs agreed to put 

3 in place a 100 percent moratorium on any new hedges, 

I) effective in~ediately upon the Commission ' s approval of 

s the Agreement, with that moratorium extending through 

6 calendar year 2017. The Agreement was approved by the 

7 Commission on December 5, 2016, with the issuance of Order 

8 No. PSC-2016 - 0547 - FOF-EI . By Commission vote memorialized 

9 in O~der Jlo. PSC- 2017-0134-PCO-EI issued April 13, 2017, 

I 0 Tampa Electric was not required to file a 2018 Risk 

1: Management Plan, effectively extending the hedging 

12 moratorium. 

13 

14 Tampa Electric prudently followed its 2016 Risk 

lS Management Plan, Commission Order No . PSC-2016-0547-rOF-

16 EI, and Commission Order No. PSC-2017-0134 - PCO-El in 

17 util~zing financial hedges already in place prior to the 

l 8 moratorium to mitigate volatility of natural gas prices 

19 during the period January 2018 through Decem~er 2018. 

20 

21 Q. 1-Jhat does Tampa Electric plan to do when the hedging 

22 mora"Corium ends? 

23 

24 A. In accordance with the company's 2017 Amended and Restated 

25 Stipulation and Settlement Agreement app!:'oved by 

4 

SOURCE 2. !I 



CONFfDENTtAL 
Tampa Electric Compaov 
Hedging Activities 
08/01/2018 . 07/31/2019 
Docket No. 20190001-EI ACN 2019-070·2-2 f 
Subject: ~ ~ L:v-. ~ 0 fJ /J J 1 

1 Commission Order No. PSC-2017-0456-S-EI, issued on 

2 November 27, 2017 in Docket No. 20170210-EI, Tampa 

3 Electric will not enter into any new natural gas financial 

4 hedging contracts for fuel from January 1, 2018 through 

5 December 31, 2022. 

' 
1 Q. Did ~ampa Electric have any natural gas financial l1edging 

8 contracts that were entered prior to the start of the 

9 hedging moratorium and effective during 2018? 

10 

11 A. Yes. Tampa Electric has repor:.ed on the natural gas 

12 financial hedging contracts entered prior to Commission 

J3 approval of the hedging moratorium, and the company has 

14 not entered any new financial hedging contracts since the 

1!1 moratorium began. All such hedging contracts have been 

li settled as of the end of November 2018. 

l7 

lll Risk Management Activities 

lS Q. What were the results of Tampa Electric's risk management 

2C activities in 2018? 

21 

22 A. As o...1tlined in Tampa Electric's 2018 Hedging ~ctivity 

23 True-up, filed as an exhibit to this testimony, the 

24 compo.ny followed a non-speculative risk management 

:.!5 sr.rategy to reduce fuel price volatility while 

SOURCE 5 



CO NFI OENT\AL TamPa Electric Companv { \ 

Hedging Activities ' rN 
08/01/2018-0713112°19 

20}(-070-2·2 
Docket No. 20190001-EI ACN ;--r-
Subject· \ .\ \... \"vj 01 I IJ · ' 

maintaining a reliable supply of fue~. The company's 2018 

2 risk management activities include financial hedges 

3 established prior to the moratorium. Tampa Electric's 

4 2018 natural gas hedging activities resulted in a net 

5 settlement loss of approximately $232,000. These results 

6 are due to the market conditions experienced in the past 

7 two years as Tampa Electric has not placed any new 

8 financial hedges on its natu ral gas purchases since the 

9 moratorium began. The 2018 finc;ncial hedges were 

10 successful in achieving the risk management plan 

!j objective of reducing price ~olatility while maintaining 

12 a reliable fuel supply. 

13 

14 Q. Does Tampa Electric implement physical hedges for natural 

15 gas? 

l 6 

]7 A. No, Tampa Electric does not hedge natural gas pricing 

18 through physical gas supply contracts. Tampa Electric 

19 does hedge its natural gas supply through 

20 diversification. Tampa Electric physically hedges its 

21 supply using a variety of sources, delivery methods, 

22 inventory locations and contractual terms to enhance the 

23 company's supply reliab.:..lity and flexibili::y to cost-

24 effecttvely meet changing operational needs. 

-o, 
.t.-

SOURCE 



CONFIDENTIAL 
Tampa Electric company 
Hedging Activities 
08/01/2018-07/31/2019 
Docket No. 20190001-EI ACN 2019-070-2-2 

3 

6 

.., 
I 

9 

10 

11 

12 

Q. 

13 A. 

14 

15 

18 

l' 
20 

21 

22 Q. 

23 

2S A. 

subJect· ~ \ \_, ~ "'l /1 J r.t 
Tampa Electric continually pursues new creditworthy 

counterparties and mainLains contracts for gas supplies 

from various regions and on different pipelines. The 

company also contracts for pipeline capac1ty to access 

non - convent1onal shale gas production which is less 

sens:.tive to interrupt1on by nurricanes. Addit1onally, 

Tampa Electric has storage capacity with Bay Gas Storage 

near MobJ l e, Alabama. All of these actions enhance the 

effect1veness of Tampa r.lectric's gas supply portfolio. 

Does Tampa Electric use a hedging information system? 

Yes, Tampa Electric uses the Allegro System ("Allegrou). 

Allegro 5upports sound hedging practices with its 

contract management, separation of duties, credit 

tracking, transaction l1m:ts, deal confirmation, risk 

exposure analysis and business report generation 

funct1ons. Allegro tracks all existing financial natural 

gas hedging transactions, and the system produces risk 

management reports. 

D1d the company use financial hedges for commodities other 

than natural gas in 2018? 

No. Tampa Electric d1d not use financ1al hedges for 

7 
SOURCE 

_____ ... _,....;.-.;~--
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CONFIDENTIAL 

Tampa Electric: Companv 

Hedging Activities 
08/01/2018- 07/31/2019 
D cl<et No 20190001-EI ACN 2019-070-2-2 

s~bject : ~ \ lc"J 0 r")/1' 1. J-

1 commodities other than natural gas in 2018 . Tampa 

2 Electric's generation units are fueled primarily by coal 

3 and natural gas. The price of coal has historically been 

stable compared to the prices of oil and ~atural gas. In 

5 addition, there is not an organized, liquid, market for 

6 financial hedging instruments for the high- sulfur 

7 lllinois Bas1n coal that Tampa Electrjc uses at Big Bend 

II Station, its largest coal-fired generation facility. 

9 Tampa Electric consumes a small amount of oil; however, 

10 its lov1 and erratic usage pattern makes price hedging 

I • impractical. Similarly, Tampa Electric did not use 

i2 financial hedges for wholesale power transactions because 

13 a liquid, published market does not exist for power in 

1 4 Florida. 

lS 

16 Q . How does Tampa Electric assure physical supply of other 

17 commodities? 

] 8 

19 A . Tampa Ele~Lric assures sufficient physical supply of coal 

20 and oil through supply diversification, inventory 

lJ sufficiency, and delivery flexibility. For coal, the 

22 company enters into a portfolio of contracts with 

23 differing Lecms and various suppliers to obtain the types 

24 of coal used in 1ts electric generation system. ~hrough 

/.5 a competitive bid process, supplier diversity and 

SOURCE E 
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\/\1 
CONFIDENTIAL 

Tampa Electric Company 

Hedging Attiv1ties 
08/01/2018-07/31/2019 
Docket No. 20190001-EI ACN 2019-070-2-2 

subject: ~~ li '~'~ ~ 1;11 ;~r 

1 transportation flexibility, Tampa Electric obtains 

2 competltive prices Hith ·:aluable quality and 

3 transportation flexibility by selecting from a wide range 

•I of purchase options. 

5 

6 Q . What lS the basis for your requesr to recover the 

7 commodity and transaction costs described above? 

B 

9 A. Tampa Electric requests cost recovery pursuant to 

10 Commission Order No. 2SC- 2002-14 8 4- FOF-El, in Docket No . 

11 20011605-EI: 

12 Each investor-owned elec:ric utility shall be 

13 authorized to charge/credit to the fuel and 

11, purchased power cost recovery clause its 

~s non-speculative, prudently-incurred commodity 

]6 costs and gains and l osses associated with 

17 financial and/or physical hedging 

] 8 transactions for natural gas, residual oil, 

and purchased power contracts tied to the 

20 price of natural gas. 

21 

22 Q. Does this conclude your testimony? 

23 

A. Yes, i t does . 

SOURCE __ ~------~----



CONFIDENTIAL 

CONFIDENTIAL 

Tampa Electric Company \)\ 
Hedging Activities 
08/01/2018.07/31/2019 
Docket No 20190001-EI ACN 2019·070·2·2 

Subject: ~ \ ~ "'~ 6 1/IJ J -r 
Tampa Electric 

Natural Gas Hedging Activities 
January 1, 2018 through December 31, 2018 

DOCKET NO. 20190001-El 
2018 HEDGING ACTIVITY TRUE-UP 
EXHIBIT NO. __ (JBC-1) 
DOCUMENT NO 1 
PAGE 3 OF 6 

For 2018, the calendar year net position for natural gas hedges was higher than 
the closing price of natural gas, resulting in settlement loss of $232,235. Natural 
gas price volatility increased in 2018 due primarily to reduced drilling caused by 
lower pnces. increased demand from new liquified natural gas facilities , and low 
natural gas storage levels. 

Tampa Electric increased and diversified its natural gas storage capacity between 
two storage facilities totaling 2,000,000 MMBtu to enhance its physical reliability of 
gas supply. The storage provides Tampa Electric with improved access to 
"intraday" natural gas when an operational need arises, provides improved 
hurricane coverage, and can be used to cost-effectively manage swings in gas 
supply needs during extreme weather conditions, weekends, holidays and 
unplanned power plant outages . 

Tampa Electric also continues to improve its physical access to natural gas supply 
by diversifying its receipt points along the Gulf Coast and other areas when 
opportunities arise . 

In summary, financial hedging activities for natural gas resulted in net settlement loss of 
$232,235 in 20i 8; more importantly, Tampa Electric was successful in reducing price 
uncertainty and maintaining fuel supply reliability for customers through its physical and 
financial fuel risk management activities. 

12 



Tampa Electric Company \ '\.I 
CONFIDENTIAL Hedging Activities L-N 

08/01/2018. 07/31/2019 

DOCKET NO. 20190001-EI 
2018 HEDGING ACTIVITY TRUE-UP 
EXHIBIT NO. __ (JBC-1} 
DOCUMENT NO. 1 

Docket No. 20190001-EI ACN 2019.070.2·2 

SubJect: ~ \ \_ \ ¥--'\ 0 r"f /J / JT 
PAGE 5 OF 6 

CONF\GEN1\~L Tampa Electric 
Coal Contract to Market Indicator Price Comparisons 

Su 

LLC 

Alliance C C 

Valero Marketing and Supply 
ComP..:::.an'""'y.__ 

Koch Carbon 

T rafigura AG Branch Office 
Stamford 

CMC- Coal Marketing 
Com~TD 

Western K Resources 

Market 
Indicator Difference Market 

Note 

2 

3 

4 

Notes: 
The contract $1MMBTU refers to the initial price of the contract at ~s inception. This price could be subject to escalatiOn per the 
terms of the contract. All pnces are determined on a fully delivered basts. Index values have also been calculated on a delivered 
basis for comparison purposes 

, 

1 Market tndicalor pnce tS the average pnce subm1Hed of al acceptable coal lids 
2. Index based purchase. pricmg based on Higl posting of the Pace Petrdeum Coke Index •$2 00 
3 Index based purchase, pncmg based on Avg posting of Pace Petrdeum Coke Index+ $3.00. 
4 Pnce reftecls the delivered cost of coal tncluding t alton to, and storage ICY over a 

the lower MtSSISSippt at both UBT arxl Big Bend 

Natural Gas 
Tampa Electric purchases natural gas at prices that are set by published indexes 
that reflect the market price. Most of the monthly baseload gas is purchased at a 
price relatrve to the New York Mercantile Exchange natural gas futures last day 
settlement pnce. Tampa Electric purchases additional baseload gas at monthly 
index prrces published in Inside FERC, Gas Market Repo1t. Tampa Electric uses 
the indexes representing market pnces for natural gas on the Gulf Coast that can 
be transported to Tampa Electric's service area: Henry Hub, Mobile Bay, Transco, 
Zone 4, or Flonda Gas Transmission ("FGT") Zone 1, Zone 2 or Zone 3. For daily 
and short-term natural gas, Tampa Electric typically purchases natural gas based 
on the FGT index price published in Gas Daily. In rare instances, Tampa Electric 
also purchases small volumes of spot natural gas needed for short durations at 
fixed prices Since the price of natural gas Tampa Electric purchases is based 
upon a published market index. the company's natural gas purchases are at 
market 

14 



DOCKET NO 20190001-EI 

CONFIDENTIAL 
Tampa Electric Company 

Hedging Activities 

08/01/2018-07/31/2019 
Doc.ket ~ 20190001-EI ACN 2019-070-2-2 

SubjeCt: !-i Li "'-() [? 1/t J ;; r 
2018 HEDGING ACTIVITY TRUE-UP 
EXHIBIT NO. __ (JBC-1) 
DOCUMENT NO. 1 
PAGE 1 OF 6 

Tampa Electric 
2018 Hedging Activity True-up 

Tampa Electric's Risk Management Plan identified the following objectives· 

, 

Qualitative Objectives 
Tampa Electric's primary goal 1n managing nsk associated with fuel or power 

purchases focuses on minimizing supply risk to ensure reliability of electric service 

to 1ts customers at a reasonable price. To the extent that price risk can be mitigated 

without compromising supply reliability or imposing unreasonable costs on its 

customers, Tampa Electric is committed to executing strategies to accomplish its 

risk management goal. 

Quantitative Objectives 
Tampa Electric's quantitative objective is to prudently manage its fuel and 

wholesale energy procurement activities to minimize the variance from projected 

expenditures while taking advantage of cost-saving opportunities that do not result 

in increased supply risk. Tampa Electric has established a portfolio of fuel and 

purchased power products with creditworthy counterparties for known volumes 

and prices. 

2018 Risk Management Activities 
The company's activities in 2018 that supported the objectives listed above are described 

in the following section. 

:.. Coal Purchases 
Tampa Electnc maintains a portfolio of short-term (also called spot market), 

medium-term and long-term coal contracts and inventory with the goal of 

minimizing fuel costs and price risk while maintaining reliability of supply. The 
company procured its 2018 coal needs from suppliers with known, established 

pricing . Thus, the cost for the commodity was known Tampa Electric continued to 

monitor deliveries and volume commitments in contracts as the pnc1ng in the coal 

market changed. Tampa Electric takes advantage of favorable spot market pricing 

when the coal supply is needed. Coal was used to produce approximately 18 
percent of the electricity the company generated in 2018. 

J.. Coal Risk Management Activities 
Tampa Electric's long-established policy of using physical hedges within its 

portfolio of different term coal supply contracts continued to help protect ratepayers 

from coal price volatility 

10 
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In 2018, approximately 82 percent of the electricity Tampa Electric generated was 
produced using natural gas. Tampa Electric's risk management strategy focuses 
on supply reliability . The components critical to the success of the natural gas 
purchasing strategy are as follows: 

Maintaining liquidity by contracting with numerous qualified counterparties; 
Maintaining physical natural gas storage capacity near Mobile Bay, 
Alabama; 
Diversifying interstate pipeline receipt points; 
Expanding access to additional interstate pipelines; 
Maintaining databases and reports to monitor activity; 
Maintaining coordination between power plant operations and natural gas 
scheduling; 
Maintaining separation of duties and installation of controls consistent with 
current industry practices. 

, Natural Gas Risk Management Activities 
Natural gas prices historically have been more volatile than coal prices. Natural 
gas prices are more volatile due to the significant variations in natural gas 
consumption by natural gas fired power plants that increase and decrease 
generation to follow changes in demand. Additionally, hurricane activity and other 
weather-related production reductions or demand increases have a significant 
impact on the natural gas market. 

As approved by the Commission in prior years' Risk Management Plans, Tampa 
Electric used financial floating-price-to-fixed-pri~e swaps to hedge natural gas 
prices for a portion of its expected gas consumption until the hedging moratorium 
approved by the Commission in Order No. PSC-16-0547-FOF-EI. The company 
had hedges that were entered prior to the moratorium and settled during 2018 The 
costs associated with floating-price-to-fixed-price swaps are embedded in the price 
of the instruments and are included in the fuel commodity costs reported by the 
company. These hedges are described in the following table . 

'. 
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CONF\DENT\AL Tampa Electric 
Natural Gas Hedging Activities 

January 1, 2018 through December 31, 2018 

For 2018, the calendar year net position for natural gas hedges was higher than 
the closing price of natural gas , resulting in settlement loss of $232,235. Natural 
gas price volatil ity increased in 2018 due primarily to reduced drilling caused by 
lower prices, mcreased demand from new liquified natural gas facil ities, and low 
natural gas storage levels. 

Tampa Electric increased and diversified its natural gas storage capacity between 
two storage facilit ies totaling 2,000,000 MMBtu to enhance its physical reliability of 
gas supply. The storage provides Tampa Electric with improved access to 
"intraday" natural gas when an operational need arises, provides improved 
hurricane coverage, and can be used to cost-effectively manage swings in gas 
supply needs during extreme weather conditions, weekends, holidays and 
unplanned power plant outages. 

Tampa Electric also continues to improve its physical access to natural gas supply 
by diversifying its receipt points along the Gulf Coast and other areas when 
opportunities arise. 

In summary, financial hedging activities for natural gas resulted in net settlement loss of 
$232,235 in 2018; more importantly, Tampa Electric was successful in reducing price 
uncertainty and maintaining fuel supply reliability for customers through its physical and 
financial fuel risk management activities. 

-...uuRct-
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Tampa Electric provides a comparison of 2018 fuel prices to the market price for the 
respective commodity in the following section. 

; Coal 
Coal is a commodity with a great range of quality characteristics. Market indexes 
provtde a guide to current market pricing but are not always specific enough to 
accurately demonstrate the market price of a particular coal. Market prices for coal 
are most accurately determined by competitive bid solicitations that specify the 
required coal quality or characteristics. With the exception of purchases for 
reliability reasons, short-term purchases for changing plant operation needs and 
spot market purchases to take advantage of favorable pricing, Tampa Electric 
purchases coal at prices determined by competitive bid solicitations; therefore , the 
company's purchases are at market A comparison of coal contract prices for 2018 
to the average acceptable bid price or index price is provided in the following table. 
Unless otherwise stated, the prices represent the market at the time each contract 
was entered into and are not representative of today's market. Any comparison to 
current market prices overlooks the market conditions that existed at the time the 
coal was procured 

CONFIDENTIAL 
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Notes: 

Market 
Indicator Markel 

Gen 2018-PC (RFP 
issued 10117/17 

Gen 2018-PC (RFP 
issued 10/17/1 

Note 

4 

The contract $/MMBTU refers to the initial price of the contract at its inception. This price could be subJect to escalation per the 
terms of the contract. All prices are determined on a fully delivered basis Index values have also been calculated on a delivered 
basis for comparison purposes. 

1. Market indicator price is the average price submitted of all acceptable coal bids. 
2. Index based purchase, pricing based on High posting of the Pace Petroleum Coke Index ~$2.00. 

3. Index based purdlase, pricing based on Avg posting of Pace Petroleum Coke Index + $3.00. 
4. Price reflects the delivered cost of coal including transportation to. and storage for over a year at, a different terminal on 

the lower Mississippi at both UBT and Big Bend 

Natural Gas 
Tampa Electric purchases natural gas at prices that are set by published indexes 
that reflect the market price . Most of the monthly baseload gas is purchased at a 
price relative to the New York Mercantile Exchange natural gas futures last day 
settlement price. Tampa Electric purchases additional baseload gas at monthly 
index prices published in Inside FERC, Gas Market Report. Tampa Electric uses 
the indexes representing market prices for natural gas on the Gulf Coast that can 
be transported to Tampa Electric's service area: Henry Hub, Mobile Bay, Transco, 
Zone 4, or Florida Gas Transmission ("FGT") Zone 1, Zone 2 or Zone 3. For daily 
and short~term natural gas, Tampa Electnc typically purchases natural gas based 
on the FGT index price published in Gas Daily. In rare instances, Tampa Electric 
also purchases small volumes of spot natural gas needed for short durations at 
fixed prices. Since the price of natural gas Tampa Electric purchases is based 
upon a published market index, the company's natural gas purchases are at 
market. 
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Tampa Electric purchases No. 2 oil for combustion turbines at Polk Station. The 
purchase price JS based upon the daily index price published in Platt's Oilgram for 
Gulf Coast Waterborne spot purchases of ultra-low sulfur No. 2 oil Since the price 
is determined by the published market index, the price paid by Tampa Electric is 
at market. 

CONFIDENTIAL 
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T~rnpa £1KU1c Company 

H~ncAuclit 

Docket No.20190001·EI 
Period Ended July 31, 2.019 
Control No. 201().470.2·2 

Trans~ction Instrument 

AucustTransacdons 

Commodity Swap Transaction 

Commodity Swap Transaction 

September Transactions 

Commodity Swap Transaction 

Commod1ty Swap Transaction 

October Transactions 

Commodity Swap Transact1on 

Commodity Swap Transaction 

November Tnnsactions 

Auditor. intesar Terk-i 

file Name: Hedeinc Tnnsactioi\S 

T~nsaction Number Volume 
A 

Senrement Price 

c 
Gain/loss on Hecfcing lransadlons 

A•(B<) 

~, 
11,400.00 ~ 
9,Yoo.oo@ 

(8,000.00) 

(7,400.00)@ 

(21.200.00) ~ 
(20,600.00) ~ 

,......,.,_ 
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Tampa Electric 

Summary of Natural Gas Hedge Volumes Relative to Actual Consumption 

August, 2018 - November, 2018 

Month-Year Target Minimum Target Maximum 
%of Actual 

Consumption 

Hedged 

· ~'""""""' Maximum? 
Below Minimum? 

ENplanation 

Aug-18 Yes Natura l gas hedging suspended at end of 2016. 

Sep-18 Yes NattJral gas hedging suspended at end of 2016. 

Oct-18 Yes Natural gas hedging suspended at end of 2016. 

Nov-18 Yes Natural gas hedging suspended at end of 2016. 
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CONFIDENTIAL 

Tampa Electric Company L}J' 
Hedging Act ivities 

08/01/2018.07/31/2019 

Doc_ket No 201900010~CN 2019-070-2-2 

SubJect: (' . J O . / Jf jV OV\l (~ O (_? 

2A. Front Office 

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 as credit, tax, accounting, and legal/regulatory, give rise to 
a high degree of reliance on persons with specialized knowledge . 

,! 
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CONFIDENTIAL 
• 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 DJRO); 

• 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; 

• Supervising transactors and all activity; 

• Managing and reviewing overall transacting po1tfolio and risk profile as well as ensuring 
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 . Tampa Electric Company 
Hedging Activities 

08/01/2018 - 07/31/2019 
Docket No. 20190001-EI ACN 2o1g_070_2_2 

Subject: f(o~Nt 0 i{llL_ o1/! J 1{ 
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CONFIDENTIAL 

2.6. 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: 

• Ensure the proper recording of Front Office transactions; 

• Negotiate, administer and maintain enabling agreements with counterparties; 

• Exchange written and/or verbal confirmations with counterparties; 

• 
• 

Monitor the aging of confirmations; 

Source forward curves for portfolio valuation as needed 

Perform end-of-period portfolio valuation; 

Tampa Electric Company 

Hedging Activities lJ V 
08/01/2018- 07/31/2019 ' 

• 
Doc~et No. 20190001-~~CN 2019-070·2-2 

SubJect:;V\iJJlo~p~ oq /IJ J { 
• Perform market and credit risk measurement; 

• Review counterparty credit and establish appropriate credit limits: 

• Determine mark-to-market valuation adjustments; 

• Ensure awareness of pertinent regulatory provisions/standards 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. 

2.7. Back Office 

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

• Track. and process transactions; 

• 
• 
• 

Maintain customer information; 

Perform P&L reconciliation; 

Prepare customer billings; 

• Issue payment receipt/instructions; and 

Tampa Electric Company 
Hedging Activities 
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