FILED 10/6/2017

DOCUMENT NO. 08255-2017
AUSLEY MCMULLEN  Epgc - COMMISSION CLERK

ATTORNEYS AND COUNSELORS AT LAW

123 SOUTH CALHOUN STREET
P.O. BOX 39| (zIP 32302)
TALLAHASSEE, FLORIDA 32301
(B50) 224-9115 FAX (850) 222-7560

October 6, 2017

HAND DELIVERED

Ms. Carlotta S. Stauffer —- —
Commission Clerk LI
Florida Public Service Commission

2540 Shumard Oak Boulevard RED ACT‘ Ef i} = __ ;

Tallahassee, Florida 32399-0850

01

Re:  Fuel and Purchased Power Cost Recovery Clause with Generating Performance
Incentive Factor; FPSC Docket No. 20170001-EI

Dear Ms. Stauffer:

We submit on behalf of Tampa Electric Company one redacted version of Staff's Audit
Work Papers pursuant to Audit Control No. 17-048-2-2. 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 of the 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.
Sincerely,

L6 e

James D. Beasley
JDB/pp

Enclosure

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



REBRADERTIAL

Tampsz E

lectric Company

DOCKET NO. 170001-El

2016 HEDGING ACTIVITY TRUE-UP
EXHIBIT NO (JBC-1)
DOCUMENT NO. 1

PAGE 3 OF 6

Hedging Activities

08/0172016 - 07/3172017

Docket No. 170001-E1 ACN 17-048-2-2

Tampa Electric Company

Subject \ -\ LW\% oS } )N J-T- Natural Gas Hedging Activities
January 1, 2016 through December 31, 2016
I Tg;f)e Sgtlicmenl czﬁjﬁj Consumption | Percent | Budget | Hedge | Settie
Hedge Saving/(Loss) (MMBTU) (MMBTU) | Hedged | Price | Price | Price
Jan-16 | Swaps | (52,074,970) 7,131,969 $237 |
Feb-16 Swaps ($2,772,810) 6,630,822 $2.19 |
Mar-16 Swaps | ($3,492690) 7,902,554 $1.71 |
Apr-16 Swaps | ($3,262,410) 8,891,882 $1.90 |
May-16 | Swaps | ($3,127515) 6,117,238 $2.00
Jun-16 Swaps ($3,403,620) 7,126,182 $1.96
Jul-16 Swaps | $256,280 6,601,646 $2.92
TAUg16 | Swaps |\ ($380,440) 6,821,122 $267
Sep16 | Swaps 12 %$40,680) 't 6,568,368 $2.85
Oct16 | Swaps a'{.\{($246.310) ! 5,452,766 $2.95
Now16 | Swaps| = (742,140 1 5,436,783 $2.76
| Dec-16 | Swaps " (s48,070) 1 4,997,239 L $3.23
Total (§19,333,375) | 79,678,591 ]
Consistent with Tampa Electric's non-speculative risk maL;aQeMErllugNlLQLe.
Tampa Electric's natural gas hedging plan provided price stability and certainty
during 2016. For 2016, the calendar year net position for natural gas hedges was
higher than the closing price of natural gas, resulting in a settiement net loss of
$19.3 million. Natural gas prices dropped significantly in 2016 due to an
abundance of natural gas production and mild weather
Tampa Electric maintains natural gas storage capacity of 1,500,000 MMBtu in
order 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 a net settiement
loss of approximately $19.3 million in 2016: more importantly, Tampa Electric was
successful in reducing price uncertainty and maintaining fuel supply reliability for
mrs for both its physical and financial hedges.
SOURCE oo
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' DOCUMENT NO. 1
Tampa Electric Company PAGE A OF 8
Hedging Activities
08/01/2016 - 07/31/2017
Docket No. 170001-E1 ACN 17-048-2-2

Subject: gl-]\,\v"\ 08}’/1 l 'i

2016 Market Pricing

Tampa Electric provides a comparison of 2016 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
provide 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 2016
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

e CONADENTA

Coal Contract to Market Indicator Price Comparisons

P =s = —TT ey
Contract Market
Sppler ($/MMBtu) ['g“u‘“;’;;’;] Indicator Source ke
R o =] h  Gen201401 T,
e e &% | | (RePissweditsng | ! |
Consol Pennsylvania Coal $365 Gen 2014-01 (RFP issued 17
— CompanyLLC ] __.1_"15’_%23 lrizi%e:g;\aﬂs's_ i
g n
Wy anseslar B0 i __(RePissuedtisng | 1
Gen 2015-04-PC (phone
Valero Markeling and $2.78 solicitation for 2015 Petcoke 2
Supply Company ' supply Sept 2014) Contract
L | o extended through 2016 )
Armstrong Coal Company $330 Gen 201 Eg ﬁ’zoiemaﬂ issued 1
[ INC e . L 611014) ——
[ Armstrong Coal Company $338 Argus/Coaldesk Index purchase 6
INC. | _ wicall options 7/15/16-7/24/16
Trafigura AG Branch $324 Sale/Purchase buyback for 8
Office Stamford ol __Inventory Mitigation |
_ | L Argus/Pace Petroleum Coke
| fodtaortiC | | 9 inderes (une 2015) | 3
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l'ampa Electric Company

Hedging Activities
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Docket No. 170001-E1 ACN 17-048-2-2 \

X% S

Subject 7 \ 5
B Or?//“{lf

Tampa Electric
Natural Gas Hedging Activities
January 1, 2016 through July 31, 2017

B T o ] Hedged | - o [ N
| Type of | Mark-to-Market Volume Consumption | Percent Budget
- - IlF.-_G_g-';,;l “5"g[.g-'{i. MMBTU) __(MMBT U) | Hedged __ Price Hedge Price Setgtf; Price
Jan-17 : 5,280, B1 |
Feb g 4,519,738
Mar-17 Swaps 8 E T /'f”' 18
' ﬁ’f 16, 980.00 | »“x um“
May- I; H:S_rjr 76000 ] ]
(Jun-17 S aps | I~ ")Q'IE\)}ﬂrJ
Juk17 B ).
Ole

" Required per FPSC Order No. PSC-08-0316-PAA-E|



REDACTED

TAMPA ELECTRIC CO.
SWAPS - DERIVATIVE NATURAL GAS INVOICES

\ug-16 Production Moath

2016 Nymea Settlement Date

<Sales>Purchase

Total Cash Flow Derivatives
ALLEGRO Counterparty Inwoice TAMPA ELECTRIC PEOPLES GAS TOTAL
[nvosce No. Invoice No.: Due Date I Cntnt Amount Cotrt Amaount

Niame
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REDACTED

TAMP# =CT
SWAPS - DERIV/ ATURAL GAS INVOICES

Sep-16 Productoa Month <Sales>Purchase

€ Mymex Settlement Date

Total Cash Flew Derivatives
ALLFGRO Counterparty  Invoice TAMPA ELECTRIC PEQPLES GAS
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W282016

Production Month
Nymex Settliement Date

Total Cash Flow Derivatives

Name

ALLEGRO Countcrparty  Invoice TAMPA ELECTRIC PEOPLES GAS

Invoice No Invoice No.- Dx Cntnt Amount Catrt Amount
- — —— —
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TAME
SWAPS .

DERIVATIVE NATURAL GAS INVOICES

Nov-16 Production Month <Sales>Purchase g
1 r ol s -_j—-
1072772006 Nymex Setthement Date
Total Cash Flow Derivatives -
ALL o) Counterparty  lnvoice TAMPA ELECTRIC PEOFLES GAS
Name Invoice No, Invoice No.: Due Daie  Catrt Amount

Amount _ Cott
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TAMPA ELECTRIC CO

SWAPS - DERIVATI JATURAL GAS INVOICES
Dec-16 Producuon Moath
I7i872u0l6 Nymex Settlement Date

T'otal Cash Flow Derivatives

<Sales>Purchase

ALLEGRO Counterparty  Invoice TAMPA ELECTRIC PEOPLES GAS
Name Invoice No Invoice No. Amount Cnmt  Amount
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120816
120816
1200816

(53,750, 00)

(533,7 T0.00)

120816
12/08/16
120816 [ "
1210516 5103,500.00 $51,900.00 $158,700L.00
12/05416 (519,800, () 50,00 {519 83040.00)
TOTAL 546,070.00 521,030.00 S67,100.00
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1M
L
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Nymex Settlement Date

Total Cash Flow Derivatives

<Sales>Purchase

b

ampa Electric Company
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Due

Amgunt Cntn Amount
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REDACTED

CTRIC CO

VATIVE NATURAL GAS INVOICES

TAMPA ELE

-1 Production Month <Sales>Purchaie

272017 Nymez Settlement Dae

Total Cash Flow Derivatives

ALLEGRO Counterparty Invoice TAMPA ELECTRIC PEOPLES GAS TOTAL

Name Invoige No Duc Daze  Cotnt Amownt Crtrt  Amount Catnt Amount
02/03/17 B $0.0C
020317 $11,150.00
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REDACTED

Product:

Nymex Settlement Date

<Sales>Purchase

Total Cash Flow Derivatives

lumpu Electric Company

Hedging Activities
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Nymca Settiement Date

l'otal Cash Flow Denvatives
ALLEGRO Counterpary TAMPA ELECTRIC PEOPLES GAS TOTAL
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REDACTED

TAMPA ELECTRIC CO
SWAPS - DERIVATIVE NATURAL GAS INVOICES
Jun-17 Producuon Monik

$726/2017

Nymex Settiement Date
Total Cash Flow Derivatives
ALLEGRO

Counterparty [nvoice TAMPA ELECTRIC

PEOPLES GAS

Invoice No. [ Cntnt

Amount . Lt
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REDACTED

TAMPA ELECTRIC CO

SWAPS - DERIVATIVE NATURAL GAS INVOICES )
Juk-17 Production Month <Sales>Purchase e
W2B2017 Nymex Setticment Date \_
Total Cash Flow Derivatives
ALLEGRO Counterparty Invoice TAMPA ELECTRIC PEOPLES GAS TOTAL
Name

Invoice No. Invoice No.. Dus Date  Cnnt _Amount Cort Amount

07/06/17 $8,400.00 $0.00 58,400.00
JI06/1 7 $25,400.00 700,00 $32,400,00
070617 | SA6,680, 1) $3,080.00 (63,600, (1)
0770671 (566, T00.00) 50.00 ($6:6., T00.00)

TOTAL (595,580.00) $10,080.00

$0.00 7 24
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$0.00 S0.00
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REDACTED

Tempa Electric Company
Hedging Audit

Docket No.170001-El
Period Ended July 31, 2017
Control No. 17-048-2-2

Transaction Instrument

September Transactions
Bank of Montreal
Bank of Montreal

Bank of Montrea

\ rale
v Farg
Scotiabank
Scouabank
Scatiabank

October Transactions

organ Chase Bank

FMorgan Chase Bank

IFMore ¢ Bank
Morga
Vels Farg

2C0Lobank

Auditor: Intesar Terkaw!
File Name: 2017Hedging Transactions

Transaction Number Volume

A

Market Price Setthemnent Price

o L i B ) C

547703
71140¢
879158

1¢
PM13B6B7F

“‘I -\ o
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REDACTED

Tampa Electric

Summary of Natural Gas Hedge

Volumes Relative to Actual Consumption

Month-Year | Target Minimum

[ 12-Month |
Cumulative

Target Maximum |

% of Actual
Consumption
Hedged

Above Maximum? ~ "
" . Explanation
Below Minimum? |

|
]
..

Natural gas hec

|

|

|

W e e — . TR
|Cumulative hedge percentage is less than the desired

|hedge range.
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l'ampa Electric Company
Hedging Activities
08/01/2016 - 07/312017

Docket No. 170001-£] ACN 17-048-2.2

DOCKET NO. 150001-E|

2016 RISK MANAGEMENT PLAN

EXHIBITNO._____ (JBC-2)

PAGE 8 OF 10

Natural Gas: Tampa Electric continues to implement prudent

financial hedging strategies for natural gas requirements. In 2015,

the company used swap agreements—the exchange of a payment

tied to the value of a natural gas index for a fixed payment—to

hedge natural gas. In keeping with the company's approved risk

““magement plan, Tampa Electric plans to hedge a significant
sentage of its projected natural gas usage in 2016.

npa Electric uses the forward pricing information of the New

Suljost R(g L( /p’\M.a,_._,_:f \’)L,.,_\ k Mercantile Exchange (“NYMEX') natural gas forward price

0PI
1T price of natural gas and other commodities. The purpose of Tampa

ve in developing natural gas price hedging strategy. Tampa
Electric also subscribes to industry publications that provide
information about underlying issues affecting the availability and

Electric’'s natural gas hedge plan is to reduce natural gas price
volatility by utilizing financial instruments relying on three key
variables: price, volume and time.

Tampa Electric projects prices during the company'’s annual fuel
budgeting process. The volume of natural gas that the company
will hedge falls between a minimum and a maximum percentage of
the expected natural gas burn. The percentages vary according to
the time remaining until the contract month. In 2016, Tampa
Electric will be testing the performance of its coal units at Big Bend
Station with co-fired natural gas. Due to the operational uncertainty
associated with the co-firing of the Big Bend coal units, the volumes

of gas used in the co-firing will be excluded from the volume
hedged.

Tampa Electric’s approved Risk Management Plan describes the
following key elements of the company's natural gas hedging
strategy: (1) natural gas prices can be hedged up to 24 months into
the future; (2) nearer months can be hedged for a greater
percentage of the expected volume than outer months: and (3)
natural gas options can be used for financial hedging.

Currently, Tampa Electric estimates about.percent of its total
2015 natural gas purchases will be covered by financial hedies.

The net effe es is estimated to be a of
approximately For 2016, Tampa Electric has
aiiroximately percent hedged with a currently estimated -of

Purchased Power: Total forecasted purchased power for 2016 is
421 GWH. As of July 2015, Tampa Electric has physically hedged
227 GWH's of its 2016 expected purchased power needs through
pre-scheduled purchased power agreements. The remaining

10 CONFIDENTIAL





