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DIVISION OF AUDITING AND SAFETY 
AUDITOR’S REPORT 

March 12,2004 

TO: FLORIDA PUBLIC SERVICE COMMISSION AND OTHER INTERESTED PARTIES 

We have applied the procedures described later in this report to audit the 
accompanying Capacity Cost Recovery True-up schedules for the historical twelve 
month period ended December 3 1, 2003 for Tampa Electric Company. These schedules 
were prepared by the utility as part of its petition for a Fuel Cost Factor Adjustment in 
Docket 040001-EI. There is no confidential information associated with this audit and 
there are no staff minority opinions. 

This is an internal accounting report prepared after performing a limited scope 
audit. Accordingly, this report should 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. 
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SUMMARY OF SIGNIFICANT FINDINGS 

During the period January 2003 through December 2003, the Company included an 
amount for Incremental Security Costs totaling $214,722. 

In January, April and September 2003, the Company included an amount for a 2003 
Capacity Price Adjustment totaling $4 10,05 1. 

SUMMARY OF SIGNIFICANT PROCEDURES 

Our audit was performed by examining, on a test basis, certain transactions and account 
balances which we believe are sufficient to base our opinion. Our examination did not 
entail a complete review of all financial transactions of the company. Our more 
important audit procedures are summarized below. The following definitions apply when 
used in this report: 

Compiled - The exhibit amounts were reconciled with the general ledger, and accounts 
were scanned for error or inconsistency. 

Verify - The item was tested for accuracy, and substantiating documentation was 
examined. 

REVENUE: Compiled Capacity Cost Recovery (CCR) revenue and agreed to the filing. 
Recomputed CCR revenues using approved FPSC rate factors and company provided 
KWH sales. 

EXPENSES: Recomputed capacity costs. Agreed capacity costs to Tampa Electric 
billing statements. Identified costs by vendor. Performed audit test work of capacity cost 
payments to verify that vendors were paid capacity charges according to contract terms 
for electric power supplied by the vendors. Verified that incremental security costs were 
transferred from the fuel clause in accordance with Commission directive. 

TRUE-UP: Recomputed CCR true-up and interest using FPSC approved mounts and 
interest rates. 
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Disclosure No. 1 

Subject: Incremental Security Costs 

Statement of Fact: In accordance with Commission Orders PSC-01-2516-FOF-E1 and PSC- 
02-1761-FOF-EI, the company has recorded an amount for incremental security costs in its 2003 
Capacity Filing of $214,722. These incremental costs were incurred by the company during the 
period January 2003 through December 2003. 

In accordance with Commission Order PSC-03-1461 -FOF-EI, utilities seeking recovery of 
incremental security costs through the capacity clause shall provide a breakdown of those costs 
by project groups and identify any base rate items that were removed. Costs are not identified by 
project group rather by operating areas. 

Tampa Electric has interpreted incremental security costs to be any costs that occurred 
subsequent to the 9/11 event, that would not have occurred if not for the heightened level of 
alert. The company’s computation of incremental security costs is shown below: 

2003 General Ledger Increment a1 Net Security 
$3,281,470 $2 14,722 $3,066,748 

Recommendation: Based upon the security costs audit performed by the PSC staff in 2003, a 
two year average of net security costs was determined to be the most appropriate mount to use 
in calculating a base amount for incremental security costs. The two-year average was 
calculated using the general ledger balances less company recorded incremental costs for the 
years 2001. and 2002. Staffs average base amount equals $3,166,884. We believe any costs 
greater than this amount should be considered incremental. 

Gen’l Ledger Incremental Net 
Balance Security 

2001 $3,508,733 $400,650 $3,108,083 
2002 $3,6 19,633 $393,948 $3,225.685 

$6,333,768 
Average Base Security $3,166,884 

Using the average balance per staff computation, incremental costs for 2003 should not 
exceed $1 14,586. This is less than the amount of $214,722 recorded by the company, therefore 
the difference of $100,136 between the staff computation and the company’s computed balance 
should not be allowed. 

Staffs Average Base Security $3,166,884 
General Ledger 2003 Costs 3,281,470 
Staffs Incremental Cost ($1 14,586) 
Company Amount $2 14,722 
Disallowance $1 00,136 

Also, in accordance with Commission Order PSC-03- 146 1 -FOF-EI, the utility shall 
provide a breakdown of incremental security costs by project group. 
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Disclosure No. 2 

Subject: Capacity Price Adjustment 

Statement of Fact: The company included an adjustment for ($451,550) in January, 
$2,016 in April and $39,483 in December decreasing its capacity charges from Hardee 
Power Partners (HPP) in 2003. The company states that the January and April 
adjustments, total ($449,534), adjusted the December 2002 estimated capacity charge. 

Je 90006 Adjustments 

Dec 02 estimate $2,159,568 
Jan 03 adjustment (45 1,550) 
Apr 03 adjustment 2,O 16 

Dec 02 actual 1,710,034 

The September 2003 adjustment is a capacity payment income tax adjustment 
correction for the periods April 2000 through March 2003. Per the original HPP contract, 
there is a change in monthly capacity for each percentage change in the income tax rate. 
This change had not been included in the capacity calculation therefore the adjustment 
was made in September 2003 to correct the oversight for the aforementioned period. 

Recommendation: I reviewed the adjustments to the capacity entry crediting the 
liability and debiting the capacity expense accounts in January and April 2003. Also, I 
reviewed the adjustment for September 2003 which was made to correct the oversight for 
the period mentioned above. I found the adjustments to be properly made. 
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Disclosure No. 3 

i 

Subject: Prior Audit Adjustment 

Statement of Fact: Commission Order No. PSC-01-0113-PAA-E1 issued in Docket No. 
950379-E1 required the company to make refunds associated with the 1999 earnings 
settlement totaling $6,1 million plus interest over the period June through August 2002. 
During the process the company erroneously calculated and made refunds to its optional 
provision customers. This error results in differences of approximately $7,500 between 
the revenues per CCR Filing and revenues per the general ledger. 

The company followed the recommendation of last year’s audit to correct the 
approximate difference of $7,5 00 in capacity revenues. 

Recommendation: No further action is needed. 
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