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I. EXECUTIVE SUMMARY

PURPOSE: We have applied the procedures described in Section II 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, 13897.

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 II of this
report.




II. 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 usging 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.




DISCLOSURE NO. 1

SUBJECT: Dismantlement of Polk Power Station
STATEMENT OF FACTS:

FPSC Order No. 96-0399-FOF-EI states that the current annual 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 (38,770,035 per year). Beginning January 1997, the monthly accrual increased to
$843,243 ($10,118,800 per year). This is a monthly increase of $112,397.

STATEMENT OF OPINION:

Tampa Electric Co. understated their amortization expense for 1996 by $337,192 ($112,397 times
three months) because they did not increase their dismantlement accrual when the Polk Power
Station came on line.




TAMPA ELECTRIC COMPANY SCHEDULE 2

AVERAGE RATE OF RETURN PAGE10F 3
RATE BASE ~
DECEMBER 1998 .
)} @ ) L)) 5 &} @ o "
Accumulabed Net Construction
Plant In Depreciation & Plant In Property Held Work In Nuciear Fusl Net Working Totst
Service Amortization Service For Future Use Progress {Nel) Uity Plant Capital Rata Base

Sysiem Per Books $ 3104470968 $  (1.248307342) § 1886171827 § 51305487 § 312,101,388 § 0§ 2245688502 § (10492049) 3 2233176453
Less: Fuel and ECCR ; {30.045,081) (30,045,081)

Other 71.510,858 71,510,856

ECRC {8.513.021) 413812 (8.095.109) (8,005,109 (183,894) (8.279,003)
Regulsiory Base - System 3,125,965,048 {1,247 280,530} 1,878,078,518 51,205,487 312,101,388 0 2,241,573,303 24,780932 2,268,363,225
Reguistory Base - Retall 28004244733 {1.160,872.445) 1,733,572,288 48,471,960 300,448,570 o 2.091,492,624 23,524 568 2,115,017,300
FPSC Adjustments
Fusl Inveniory {135,755) (135,755)
owp . {308,448,570) (309,448,570 {309.443.570)
CWIP in Rele Base 34,002,962 34,002,962 34,002,982
Job Order Recelvalies 1,476,005) {1,476,005)
Tolal FPSC Adjustiments 0 o [} 0 (275,355,588) -0 (275.355,568) (1.811,760) (270,067,348}
FPSC Adjusied 2894244713 (1,160,672 445) 1,733,512 208 48,471,966 34,002,962 ] 1,818,137.238 012,006 1,838,050,042
Pro Forma Reverue incresse and
Annusiizstion Adjustments;
Totsl Pro Forma Adjustments . 0 1] )] 0 ] Q 1] : 0 1]
Pro Forme Adjusied § 2B04244733 8§ (1,160872445) $ 1733572288 $ 48471966 $ 34002002 § 0 $ 1818172% § 2112006 §  1,838,050,042

The calculslions on (his schedule were made in direct respanse (o and according o rethodology prescribed in Order No. PSC-83-0185-FOF-El by the Florida Public Servica Commission
sl and for that reason only. Tampa Eleciric Company takes the position that cartain portions of these prescribad caiculations may not present fairly the company's curent
fnancisl stetus and that they should not be used for that purpose.



TAMPA ELECTRIC COMPANY SCHEDULE 2
AVERAGE RATE OF RETURN PAGE 20F 3
INCOME STATEMENT
DECEMBER 1896
)] 1¢3] )] {4) (%) 6} M ® (9} (10} {11}
Q&M Dofemad Investment Tax Total Nel
Opersling Fuel & Q&M Depreciation & Taxes Other  Income Taxes  kncome Taxes Cradit GainLoss Operating Operating
Revonues Net inferchange Other Amortization Than Income Cument (Net) (Na) On Disposition Expenses Income

Systom Per Books $ 1112885383 $§ 4321258530 $ 220665245 § 120151950 § 06066265 $ GEAZ6T4 § 7600428 § (4861248 § {44070} $ 940258720 § 172828683
Less: Recoverable Fue! (427,007,845) (421,453,231) (208,533) {2.138,928) {423,800,802) (Q.117.15%)

GPIF Revenuas/Panalies (89.619) a4 (34.158) (34.230) (54,389)

Recoversble EGCR (19,180,468) (19,178,275 {11.996) 7.253 {19,181,018) 11,550

Recoverable ECCR - RO {210,141) (138} (81,009) {81,145) {128,006)

Recoversble ECRC 32255 17440 (220.839) 24 3,362 (8.013) 41208

Recoverable ECRC ROV (848,212) a7 (321.212 H321.175) (521,037)
Regulstory Base - System 665,593,353 10,872,200 210736410 119922119 86,855,587 65.851.924 7.600.420 (4.881.248) (44.070) 406,733447 108,850,806 (m)
Reguistory Bass - Retall 834,341,657 10,081,805 203088412 112.561,206 83,570,510 62,620,045 7137718 4377 4T5) “1.114) AT5048097 156,202,660 (s)
FPSC Adjustmants
indusiry Associstion Duer (125,387) 48,372 {T7.025) CTexs
Soterls and Vatedal (11.230) 4,332 (6.808) 8,808
Stockholder Retations (276,539) 106,875 (166,804) 169,864
Civic Ciub Mesis (3.514) 1356 (2,158) 2,158
Franchisa Fee Revenus and Expense (20,573,750} (20,643,108) 28,755 (20,616,353 42,603
Grosy Receipts Tax {24,968,249) (24,008,246) o (24,068,249) 1}
Incorme Tax True-up 778814 778814 7718.814)
Cpt Prov Revenue and Thind Party Purcha (858.111) 858,111} 0 (®56,11%) 0
Job Order Revenues (502.371) (192.700) (183.780) (308,581)
Economic Development {5.026) 1939 (3.087) 3,087
Tolal FPSC Adjustments (48.800,481) (856.111) {421,708) i} (45,611,357) 774453 0 0 0 (48,114,721) (785,760)
FPSC Adjusted 587 441,975 9225404 202,066,706 112,561,206 38,350,153 63,402,498 7.431.118 (4377 475) “1.114) 428034278 158,506,900
Pro Forrma Revenue increase and
Annusiization Adjusiments:
Total Pro Forma Adjustments 0 0 0 0 0 0 o 0 0 0 0
Pro Forme Adjusted $ S4TM11TS 0725494 $ 202866708 $ 112561200 $ 368,350,153 § 63,402490 113718 § (4377475} % #1,414) § 428934276 § 158.506.900

{a} The addition of samings from AFUDC would incresss the Systen NOJ by $22,660,033 and Jurdadiciionsl NOI by $22,874,849

Current Month Amount: '
System Per Books $ 67820020 32,050,378 20150012 § 9375707 § 6573008 § 2204000 3000833 § (8B4} S (367T2) $§ 74132370 § 13488350
Jurisdicsional Per Books $ 50,008,093 1.277.782 17573492 8,800,733 8,352,635 2041973 2871123 (361,882) (3393 $§ 230565283 $ 12422830

The amount of the 1998 revenue refund as por FPSC Order No. PSC-96-0070-5-E1 was 31,808,580 for Decamber 1806,

The caiculations on this schedule were made In direct response ko and eccording lo methodology prescribed In Order No. PSC-93-0185-FOF-EI by the Florida Public Service Commiasion
staff and for that reason only. Tampa Electric Company takes tha postiion that certein portions of #1090 prescribed caiculelions may not present falry the company's current Snancisl stetus and that they should not be used for that purpose.



The caiculetions on Lhis schedule were made in direct respanse fo and according lo methodology prescribed in Order No. PSC-93-0185-FOF-El by the Florida Public Service Commission

stafl pd for that reason only. Tempa Eleclric Company tekes the position that carlain postions of these prescribed calculations may not present fakly Lhe company’s curment
friancial status and thal they should nol be used for thal purpose.
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v TAMPA ELECTRIC COMPANY SCHEDULE 4
CAPITAL STRUCTURE
FPSC ADJUSTED BASIS
DEGEMBER 1996
Low Poinm MidPoint High Point
Adjustments - } -
System Retah Adjusted Rallo Cosl Rate Welghled Cost Cost Rals Weighted Cost Coal Rate Weighted Cost
AVERAGE Per Books Per Books Specific Pro Reta Rela# (%) (%) (%) (%) %) %) %)
Long Temm Dabl $ 582700744 § 582708744 § (TB96,641) 3  (95979.404) $ 478842699 2605 % 674 118 8.74 178 674 176
Shor Term Debt 130,437,308 130,437,308 (380) (21,779362) 108,657,566 591 5.47 032 | 547 0.32 5.47 0.32
Preferred Stock 30,728,000 30,728,000 (418,176) {5.061,237) 25,250,567 137 5.75 0.00 575 0.08 ; 515 008
Cusiomar Depesits 52,300,453 52,390,453 ] {8.747,758) 43,642,695 237 ' 588 0.14 5.8% 0.4 " 588 A7
Common Equity 1,085,501,475 1,085,501,475 {4,306,847) (180525.621) 800565007 49.00 10.75 521 1175 5.76 1275 6.25
Delarond income Taxes 279,331.463 279,332,463 1,830,118 (46,946380) 234216201 1278 5 5 5 o : 2
Defored Tax - FAS 109 o 0 0 o o 0.00 s 5 3 - " .
Tax Grodis - Zero Cost 30290 38200 o 16.393) a7 000 ) . . . . ;
Tax Crodits - Welghled Cost 56,126,514 58,128,574 (1,927 (9.369,262) 45,743,390 254 8.20 024 9.93 0.25 1057 0.27
Total $2217,283207 $ 2217.263307 $ (10793848} $  (368.419.417) § 1,838,050,042 100.00 % 1.5 B3t 8.2
. ) - REBSNEREERER Sunzntiinunn EENEEENERCERE
Low Point MidPoict High Poird
Adiustments s
Sysiem Relait - Adjusied Ralie Cost Rete Welghiad Cost Cost Rale Waighied Cosl Cost Rate Weighiad Cost
YEAR END Por Books Per Books Specific Pro Rala Rotail (%} (%) %) (%) % %) (%}
Long Term Debl $ BAATIBETE 3 G4ATIBEID  §  (BV2E6Y £ (45434930 $ 591010785 2195 % 1.06 197 7.08 197 7,06 197
Short Teem Debt 97,027,052 97,027,052 (274) (6.926,600) 90,100,178 428 547 0.2 547 023 547 02
Prafarad Stock 19,860,000 19,960,000 (255,226) {1.406 595) 18298079 087 &4 004 P 0.04 an 0.04
Customer Deposiis 52,868,432 52,068,432 o (3,774,057} 45,092,375 232 5.85 .94 585 0.14 5.85 0.4
Common Equity / 1,127,178,566 1,127,178,586 {4.081,581) (80,176,255)  1,042,920,750 49.32 10.75 530 1715 580 1275 529
Deferred income Taxss . 292,353,148 ° 292,353,148 1,829,712 (21,001.285) 273,181,573 12.62 5 . 5 s 5 S
Deforred Tax - FAS 109 0 0 0 0 0 0.00° 5 - S = 5 -
Tax Cradis - Zero Cosl 0 o 0 0 o 0.00 5 o . . S 5
Tax Credits - Waighted Cost 53,826,711 52,836,711 {13,340} (3.842.372) 49,980,999 238 9.37 0.22 10.00 024 1063 025
Total $2267,040605 § 2,267.940605 $ (10.793672) §  {162.562,184) $ 2114584729 100.00 % 7.90 842 802

SrExrFiksazny



State of Florida

Commissioners:
JULIA L. JOHNSON, CHAIRMAN
SUSAN F. CLARK

DIVISION OF RECORDS &
REPORTING

1. TERRY DEASON BLANCA S. BAYO
IOE GARCIA DIRECTOR
DIANE K. KIESLING (904) 413-6770

Public Serbice Commission

June 16, 1997

Ms. Angela Llewellyn
Tampa Electric Company
Post Office Box 111
Tampa, Florida 33601-0111

Re: Docket No. 950379-El -- Tampa Electric Company
Surveillance Audit Report - Period Ended December 31, 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,

. '

lanca S. Bayo

BSB/DNV/cls

Enclosure

cc: Public Counsel
Ausley Law Firm

CAPITAL CIRCLE OFFICE CENTER - 2540 SHUMARD OAK BLVD * TALLAHASSEE, FL 32399-0850
An Affirmative Action/Equal Opportunity Employer Internet E-mail: CONTACT@PSC.STATEFL.US






