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I. EXECUTIVE SUMMARY 

PURPOSE: We have applied the procedures described in Section I1 of 
this report to examine the appended Surveillance Report schedules 
for Rate Base, Net Operating Income and Capital Structure prepared 
by Tampa Electric Company for the twelve month period ending 
December 31, 1996. 

SCOPE LIMITATION: There are no confidential workpapers associated 
with this report. The last day of field work was June 4, 1997. 

DISCLAIM PUBLIC USE: This is an internal accounting report 
prepared after performing a limited scope audit; accordingly, this 
document must not be relied upon for any purpose except to assist 
the Commission staff in the performance of their duties. 
Substantial additional work would have to be performed to satisfy 
generally accepted auditing standards and produce audited financial 
statements for public use. 

OPINION: The schedules of Rate Base, Net Operating Income and 
Capital Structure for the 'twelve months ended December 31, 1996 
represent utility books and records maintained in substantial 
compliance with Commission directives. The expressed opinion 
extends only to the scope of work described in Section 11 of this 
report. 

-1- 



11. SCOPE 

The opinions contained in this report are based on the procedures 
described below. When used in this report COMPILED means that 
procedures include: 

COMPILED: Means that the audit staff reconciled exhibit 
amounts with the general ledger; visually scanned accounts 
for error or inconsistency; disclosed any unresolved error, 
irregularity, or inconsistency; and, except as otherwise 
noted performed no other audit work. 

RATE BASE: Compiled components of Rate Base and agreed to the 
Surveillance Report as filed by the Company. Tested the 13 month 
average calculations. 

NET OPERATING INCOME: Compiled components of Net Operating Income 
and agreed to the Surveillance Report as filed by the Company. 
Recomputed the 1996 depreciation expense using the new rates 
determined in the company's latest Depreciation Study. Examined a 
judgmental sample of advertising invoices for proper inclusion in 
operating expense. Recomputed Unbilled Revenue at 12-31-96. 

CAPITAL, STRUCTURE: Compiled components of Capital Structure and 
agreed to the Surveillance Report as filed by the Company. 
Verified the calculation of interest rate factors used for the 
various components of capital structure. 

OTHER: Reviewed the recording of 1996 Deferred Revenues and 
recalculated accrued interest associated with both 1995 and 1996 
Deferred Revenue balances using FPSC approved rates. Reviewed the 
Surveillance Report to determine that Fuel, Conservation and 
Environmental Recovery costs and revenues were removed. 
Recalculated the rate of return achieved on average rate base. 
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DISCLOSURE NO. 1 

SUBJECT: Dismantlement of Polk Power Station 

STATEMENT OF FACTS: 

FPSC Order No. 96-0399-FOF-E1 states that the current a n n d  accrual for fossil fuel dismantlement 
of $8,770,000 is appropriate and this annual accrual will increase when the Polk Power Station 
comes on line. The Polk Power Station came on line September 30, 1996. 

During 1996, Tampa Electric Company recorded a monthly expense for fossil fuel dismantlement 
of $730,836 ($8,770,035 per year). Beginning J a n w  1997, the monthly accrual increased to 
$843,243 ($10,118,800 per year). This is a monthly increase of $1 12,397. 

STATEMENT OF OPINION: 

Tampa Electric Co. understated their amortization expense for 1996 by $337,192 ($1 12,397 times 
three months) because they did not increase their dismantlement accrual when the Polk Power 
Station came on line. 
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State of Florida 

Commissioners: 
JULIA L. JOHNSON, CHAIRMAN 
SUSAN F. CLARK 
J. TERRY DEASON 
JOE GARCIA 
DIANE K. KlESLMG 

June 16, 1997 

Ms. Angela Llewellyn 
Tampa Electric Company 
Post Office Box 1 1  1 
Tampa, Florida 33601-01 1 1  

Re: Docket No. 950379-E1 -- Tampa Electric Company 
Surveillance Audit Report - Period Ended December 3 1,  1996 
Audit Control # 97-056-2-1 

Dear Ms. Llewellyn: 

The enclosed audit report is forwarded for your review. Any company response filed with 
this office within ten (10) work days of the above date will be forwarded for consideration by 
the staff analyst in the preparation of a recommendation for this case. 

Thank you for your cooperation. 

Sincerely, 

BSB/DNV/cls 
Enclosure 
cc: Public Counsel 

Ausley Law Firm 

CAPITAL CIRCLE OFFICE CENTER - 2540 SHUMARD OAK BLVD * TALLAHASSEE, FL 32399-0850 
An Affirmative ActionlEpuaJ Opportunity Employer Internet E-mail: CONTACT@SC STATE.FL.US 




