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Executive Summary

Audit Purpose: We have applied the procedures described
in Section II of this report to audit the appended Fuel
Adjustment Cost Recovery Filings, Schedule A-1, filed by
Tampa Electric Company in support of Docket 940001-EI for
the six months ended September 30, 1%%3 and March 31,
1994.

tation: The last clay of fislad work was Friday,
994. The audit exit conference was held on June
This report is based on confidential inferma-
ich is separately filed with the Commission Clerk.

Disclaiz Public Use: This is an internal accounting
report prepared after performing». 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 w
would have to be pertormed to satisfy generally
auditing standarde and produce audited financia
ments for public use.

e
Ui
o~ -
accenc
~ -~

| gt te

OPINIONM: The appended exhibits, A~-1 of the Fuel
Adjustment Cost Recovs: i1ing for the six months ending
September 30, 199 rch 31, 1994 represent Tampa
Electric Company's and records maintained in
substantial complian ! Commission directives. The
expressed opinions 13 ro the scope of wor
described in Sectien 1l '
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BUMMARY ZiINDINGS: Company faile
discrepancy in the units consumed bet:
and a staticn report. Company provi d

to resolve a
een a JE worksheet
copies of station

th"r

reports to auditor that had been subsequent revised prier
to request for reports by the audltnr Company does not
attach dollars to invenhct} adjustments at_Tlectro Ceal.
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. II.

AUDIT SBCOPE

The opinions contained in this report are based on the
audit work described belcow. When used in this report
COMPILED =eans that audit work includes:

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 inconaistency; anda
except as othervise noted performed nG other audit work.

COST OF SYSTEM NET GENERATION:

Compiled accounts 501 and 547 relating to recoverable
fuel expense on a month to month basis for the twelve
month period and agreed to the Fuel Adjustaent Cost
Recovery Filing (FAC). Agreed schedules provided by the
Company to the General lLedger. Compiled accounts 151.XX
for Fuel Stock (Coal, #6 Oil and #2 0il} and agreed €0
the FAC. Performed a statistical test on fusl vouchers
to determine company's compliance %o its® accounts
payzble procedures.

TOTAL COST COF PURCEASED POWER:

Compiled the following listed FAC Schedules for the
periods noted:

Schedule A8 - June 1993, October, 1993, January 1994
Scheduls ABa -~ July 1993, November, 1991
Schedule A% - June 1993

TOTAL FUEL COST AND GAINS ON POWER SALES:

Compiled FAC Schedule A7 for the months of December,
$53, and June 1993.

JURISDICTIONAL KWH SALES:

Compilad Fuel Revenues. Agreed to the FAC.




AND TRUE-UP:

Agreed amounts shown on the filings to the amounts
authorized by the Commission.

OTHER:

Read company's new, revised and amended contracts for the
purchase of coal and oil.

Read outside auditor's work papers for the calendar year
1993.

Performed analytical review procedures on unit prices and
cost of generation.

Recalculated and agreed Aerial Survey Adjustments to Coal
Fuel Inventory to the General Ledger tc determina
compliance with SAB 3.

Followed Commission procedures for the handling and
recording of Confidential and proprietary information.
Separated those woripapers specified as Corifidential, per
Company Responses to Document Record Request.




AUDIT DISCLOSURE NO. 1

BUBJECT: VARIANCES IN COMPANY REPORTS8 PROVIDED TO COMMISBSBIOM BTAFP

SBTATEMENT OF FACT:

Recorded on the Big Bend 1-3 Coal Report for August, 1993, were
total units consumed of 303,072. Included in this total were units

consumed at Big Bend Test of 21,237 and units at Big Bend 1-3 of
281,835,

Recorded on the JE #32 Worksheet -~ Coal, for August, 1993, were
units consumed at Big Bend Test of 15,380 and units at Big Bend 1-3
of 287,692. Total units consumed at both locations = 303,072.

In response to Document/Record Request No. 25, company stated that
"....There was a discrepancy related to the BB Test consumption
tons. We waived a restatement of expense for the corresponding
reclassification due to immateriality....the 5,857 ton
reclassification between the two piles would have resulted in a
change to fuel expense of $304.45.

Also, staff received five station reports for the various fuels
being audited. These reports had subsequenrtly been revised by the
company. The revisions made to the station reports were for
ignition and consumption units and ending inventory units. The
months affected by the revised station reports are April and
November, 1993 and January and March 1994.

The revisions to the station reports occurred prior to the original
station reports being received by the audit staff.

AUDITOR OPINION:

Staff recomputed generation expense using the company workpapers -
Station Reports (units) and JE #32 worksheets (unit cost). Staff
computed generation expense, for August, 1993 equalled $35,134,901.
Generation expense, as recorded in company workpapers and in the
FAC filing, for August, 1993 totalled $35,155,168. The difference
between staff and company amounts equals $20,267.

This difference is the result of 5,857 tons of coal being expensad
at the incorrect charge-out cost. Staff concurs with company
response that if the correct charge-out cost had been used, the

difference between staff and company amounts would equal $304.45,
an immaterial amount.




Regarding the revised station reports, it was not until the company
was asked to explain differences between staff and company amounts

that the Commission staff received copies of the revised station
reports.

However, the issue is not the difference between staff computation
and ccompany recorded amount or company preparing revised documents.
The issue is threefold and is summarized below. One, the
inconsistency between company reports for the same items. Two, the
degree of confidence that the PSC staff can place in company
documents being received and used for substantiation of amounts
recorded in the company filings to the Public Service Commission.

Three, the reliability of the company's internal control procedures
and compliance thereof.

The error in the coal fuel at Big Bend Test should have been
detected and corrected in a timely manner. (The error occurred in
August, 1993 and had not been detected by the company staff as of
May, 1994). Likewise, if the Commission staff requests data from
the company, it should be the latest available data.

When these occasions occur, they add both time and paperwork to the
Fuel audit.

CONPANY COMMENT:




AUDIT DISCLOSURE NO. 1
. PAGE 1 OF 2

COMPANY COMMENTS:

This disclosure really covers three topics: (1) a $304 difference, (2)

audit efficiency concerns and (3) general audit concerns. Our response
will address each topic separately.

4

The Auditor Opinion states "The difference between staff and company
amounts equals $20,267." This is not accurate. $20,267 is one of the two
numbers which must be compared to determine the actual difference of $304.

The correct amount of $304 is acknowledged in paragraph two of the Auditor
Opinion.

It is important to note that the auditor agrees that total fuel expense for
the audit period is correct. Due to the way in which fuel expense is
calculated, this tonnage consumption reclass would not have changed total
fuel expense for the period August through October 1993 because all
relevant tons were consumed by the end of October. The $304 is simply a
reclass of fuel expense between these months within the audit period.

AUDIT EFFICIENCY CONCERNS

The Auditor Opinion states "inconsistency between company reports for the

same items ... add(s] both time and paperwork to the fuel audit." The

uditor's statement regarding station reports has nothing to do with
‘nconsistencies in the data that supports the accounting transactions or

regulatory filings. The example has to do with the day-to-day paper

exchange between the auditor and various accounting personnel.

To facilitate the most efficient audit possible, Tampa Electric provides
the auditor open, informal access to accounting personnel and records .
With this system comes the possibility that the auditor may obtain a
document for which they have not received the latest revision. Station
reports are received by accounting personnel from the plants. From time to
time the plants revise operating statistics and redistribute station
reports. Given the results of the audit, however, it is clear that all
fuel filing data was accurate and supported by documented evidence.

Revised documents are a reality in the data exchange that occurs during any
audit. For example, Tampa Electric has evidence of two specific cases
where auditor-prepared documents were presented to the company for research
and later revised. But Tampa Electric feels these isolated instances are
irrelevant to the greater priority of an accurate and efficient audit. The
audit results show that evidential documentation was accurate. If minor
paper exchange problems are to become audit disclosures, then a burdensome
formal system of information exchange may have to be established to prevent

this. Audit efficiency will not improve by making the interaction between
the company and auditors more cumbersome.




. AUDIT DISCLOSURE NO. 1
PAGE 2 OF 2

COMPANY COMMENTS (CONTINUED):

GENERAL AUDIT CONCERNS

Finally, the Auditor Cpinion takes issue with "the degree of confidence
that the PSC gf ¢f - .» =nlaca in company documents being received and used
for substantiation of amounts recorded in the company filings to the PSC
[and] the reliability of the company‘’s internal control procedures and
compliance thereof.®

These statements seem inappropriate in the absence of any audit exceptions.
Surely a S$104 reclass does not call into question close to $400 million of
fuel expense which was tested by the auditor and determined to be correct.

These statements also appear to be contradictory given the fact that all
filing amounts weire substantiated and no internal control deficienciee were
noted during the audit.

Tampa Electric believes that statements of <this kind should be
substantjated by evidence of audit exceptions. There is no such
information to warrant the comments wade by the auditor in this opinion.




AUDIT DISCLOSURE NO. 2

S8UBJECT: AERIAL SURVEY ADJUSTMENTS AT COAL PILES - ELECTRO COAL

STATEMENT OF PACT:

During the audit of coal generation for the 12-month audit period,
staff noted that several aerial survey adjustments were miade at
various coal piles at the Electro Coal (New Orleans) site. The

adjustments Electro Coal were for units with no corresponding
dollar adjustment.

In response to Document/Record Request No. 9, Company stated "There

are two main reasons why no dollars are attached to the inventory
adjustment at Electro Coal.

First, the adjustment has no impact to the General Ledger. TECO
takes title to coal purchases at the dock where the coal is loaded
on the river barge. At that point, a debit to Account 151 (Fuel
Stock] is not impacted again until coal is consumed in the plants
. in Tampa (at that point Account 151 is credited). 'fonnage
adjustments to the piles in New Orleans are simply true-ups for the

transportation route-they are not true-ups for the tonnages used to
calculate fuel expense.

Second, the adjustment has no impact to the dollars paid to coal
suppliers. Independent measurements determine the tons wused to
make payments to suppliers. Aerial Surveys at ECT are intended to

provide management an additional tool for monitoirng the natural
ups and downs that result from coal handling and scale variances."

AUDITOR OPINION:

None

COMPANY COMMENT:




AUDIT DISCLOBURE NO. 2

COMPANY COMMENTS:

The information presented in this disclosure is accurate.
provides details regarding
Historically, the Commission has audited and agreed

discusssd.

a methodology Tampa Electric has

The disclosure
alwvays used.

with the mnethodeclogy
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Commissioness:

J. TERRY DEASON, CHAIRMAN DIVISION OF RECORDS &

SUSAN F. CLARK REPORTING
JULIA L. JOHNSON BLANCA §. BAYO
DIANE K. KAESLING DIRECTOR

(904) PR

Public Serbice Commission
June 23, 1994

Mr. Russell Chapman
Tampa Electric Company
Post Difice Box 111
Tampa, FL 33601-0111

Dear Mr. Chapman:

RE: Docket No. 940001-El - Tampa Electric Company
Fus) Audit Report - Period Ended March 31, 199¢

The enclosed audit report is forwarded for your review. Any co pany
response filed with this office within ten (10) work uay~ of the above date wil
be forwarded for consideration by the staff analyst in the prepara on of
recommendation for this case.

Sll =

Thank you for your cooperation.

Sincerely,

VY, : :

~< - ’
| Xosen . Bue
Blanca S. Bay6 ‘

o~

FLETCHER BUILDING « 101 EAST GAINES STREET « TALLAHASSEE, FL 32399 0850
An Affiymative Action/Tiqual Opportunity Emjoyer
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