AUSLEY & MCMULILEN

ATTORNEYS AND COUNSELORS AT LAW

ZET SOUTH CALMOUMN STRES
P.O BOX 39 (Zue 3zang)
TALLAMASSLE, FLORIDA 3230
‘a0 224.0118 FAX (BEQ 227 75460

November 16, 1998

HAND DELIVERED

Ms. Blanca S. Bayo, Director
Division of Records and Reporting
Flonda Public Service Commission
2540 Shumard Oak Boulevard
Tallahassee, Flonda 32399-0850

Re: FPSC Stafl” Audit Workpapers for Affiliate Transaction Audit for Calendar Year
1997 (Audit Control No. 98-082-2-1); FPSC Docket No. 981462-E1

_ A -' a“
Dear Ms. Bayo: A PN R S L0 |

We submut herewith Tampa Electric Company’s one highlighted copy of FPSC Staff
audit workpapers and request specified confidential treatment pursuant to Scction 366,093, Fla
Stat.. for the reasons detailed in Tampa Electric Company's Request for Confidential Treatment,
which document is being simultuncously filed under separate cover. The sensiive information
contained in these audit workpapers has been highlighted in vellow.

Please acknowledge receipt and filing of the above by stamping the duphcate copy of this
fetter ond retuining same to this wnter.

Thank vou for your assistance in connection with this matter
Sincerely,
mes D. Beasley
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AUDIT DISCLOSURE NO. 2 SPEC’F ‘EB
CONFIDENTIY,

SUBJECT: BENCHMARK CALCULATIONS - COAL & TRANSPORTATION

STATEMENT OF FACT:

—q

ampa Electric provided audit staff with the computation and su
ans

! pporting scheduies for: (1) pricing ¢o
and transponarion costs received from affiliated parties and (2)

calculating the bemchmark pricing.
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The beachmark calculation for coal cost uses the
change in the Cons
benchmark calculan
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base price of coal as of [2/31/52 adiusted by the p
umer Price Index - Utilities (CPI-U) for the period 12/3]
on for ransponation costs usas the 1996 cents/pes
atzs for publicly ownad utilities in Florida, including discounts for vo
average rail mileage to Tampa for all waterbomne coal supplies ta T
cost of privately owned rail cars.

Y210 1273197, Tha
ton-mile for r2if coal ransponiation
lume and private rail cars times the
ampa Electric’s planss plus the 1924

Tampa Electric computes its average water transporation cost per ton, for th

its suppliers by affiliates [Midsouth (river transportation) and TECO Transpon:
c'i'.'idi.-:g_ total 1997 transportation cost by the total tons transponed d
price is the result of a contract with Gatliff Coal,

Tansvon of coal fom all
(gulf ransportation)), by

uring 19%7. Tamrz Eleswic!
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Toual cost of coal purchased by Tampa Electric, as included in the ben

cos . | nchmark seheduls Cogl Marlar pena
anplication - 1997 does not includs the dollars associated with BTU adjustments. Tas tomal amount pals
to Gathiff Coal for these adjustments was $ 1,118,797.

Staff rezalculated Tampa Electric's computations for weighted averzge coal tansyenation cost:
CPI-U rates to the consumer price "+dex; traced tonnage and tonnags cost (river & bargs to invol
individua! goal suppliers via Form 423-2 and File No. 2; traced base price of coal 12 FPSC Commission
Order; and recalculated average rail mileage to Tampa.

AUDITOR OPINION:

St2ff noted that Tampa Electric did not include the BTU (premium) 2d]ustmen’s in the amount rarastas
for total cost of coal purchased in 1997, The BTU adjustments totaled $1,118.757. If this &meunt had
been included, total cost of coal purchased in 1997 by Tampa Eleztric would have exz22ded the benchmark
by $887,820 for the year ending 12/31/97.

Tampa Electric should be required to amend its 1957 Coal Marke: P-ic= Application 2nd reovast 2 resin
of coal cost from Gatliff Coal for the amount excezding the coal benchmark amous: - 13

Noze: Form423-2 = Monthly Report of Cost and Quality of Coal for Electric Plants Orgin, Tonns

Price and As Received Quality
FileNo.2 = Trans poration Cost

2=, Detivered




AUDIT DISCLOSURE N ). 7 S?ECIFIED

CORFIDENTIAL

SUBJECT: SUBSIDIARIES NOT ALLOCATED COSTS BY TECO ENERGY
STATEMENT OF FACT:

Audit staff noted that several subsidiaries of TECO Energy are

are not being allocated 2 pontion of the
aZministrative and general expenses of TECO Energy.

The company was asked to explain why the following listed companies did not receive cost
12CO0 Energy.

1) Peoples CoGen

2) PGS Florida

3) Bosek Gibson

4) TeCom

5) TECO Finance

6) TECO Investments
7) Suwanes Gas

allocations frem

The company responded that;

“All operating subsidianies of TECO Energy, Inc. including downstre
included in the allocation process. The only exceptions were subsidi
had negative 12-month operating income, had no reveauss for th
operat'ng assets as of the allocation date.

am holding cormpanies, ware
aries that wers nat
e 12-month p25iod, or had no

a - !‘l---I
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The seven companies listed in r PSC Request Number AF16, do not receive an allocarion of TECO
Energy allowable corporate expendirures as they met one or more of the exemptions ientifies in
the preceding paragraph."

Tne company provided further explanations of which specific criteria the above listed companies mer. Alzo,
Ezlance Sheets and Income Statements of various companies, for the peiod under audis, were provided

e,

The company explanations were:

1) 5 i ¥ Was a non-operating subsidiary, and had no reverues o- operating
income in 1997. No financial statements were prepared for this entity in 1997.

2) PGS Fiorida, Inc, isa non-operating subsidiary with no operating income, no revenues and
operating assets in 1997, No financial statements were prepared for this entity in 1997,

3) Eaﬂk.ﬁlbjmjndmmacquimd in late 1996 and, in 1997, began to rransition from a
traditional engineering services company 1o a company focussed more on energy performance
contracting. Due to its efforts to redefine its business focus, this company is

considered non-
/7 operating. Revenues for 1997 were $7.4 million with opsrating income for the year of only §.3
2 million.
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DISCLOSURE NO. 7 (con't.)

LV
—

7)

SPECIFIED
CORFIDTATIAL

Total assets of Bosek, Gibson and Asscciztes at 12/31/97 were $6,233,450.
Operating assets of Bosek, Gibson and Associates at 12/31/97 were $6,062,891.

TeCom is considered a non-operating subsidiary. This company is in the process of
developing and marketing advanced energy management, automation and contol svsiams.
For 1997, TeCom has $1.2 million in revenues but had negative operating income.

Total assets of TeCom, at 12/31/97 were $14,454,278.
Operating zssets of TeCom, at 12/31/97814,454,278

TECO Finance, Ing, is considered a non-operating subsidiary. This company is th2 sau:

of é=bt capital for the diversified operations of TECO Energy. For 1597, this compeay had
$1.7 million in revenues, all from affiliated companies, and negative openating irco2. This
company has no employees. All legal 2nd accounting costs related to this sudsidiar 2-s
billed directly to TECO Finance,

Total assets of TECO Finance, at 12/31/97 were $216,772,000.

.,.f i-..,aﬂ

Operating assets of TECO Finance at 12.31,97 were $216,622,000

P

IECO Investments. Inc. is considered 2 non-operating subsidiary. This comzacy
capital in snort-and long-term securities and finascial instuments. Revenues for 1857 =
3 million with operating income of $.2 million. Its asseis at Dezzmbes ~1 1657 wn

prised of cash, receivables and i.twcrnru.s. This company has no empiovess. 21 s
accounting costs related to trus subsidiary z-e billed directly 1o TECO Inves—2zz
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Total assets of TECO Investments at 12°31/97 were $66,330,000.
Ogps:rating assets of TECO Investments 21 12/31 /97 were $646,209,000

-

Sy, wWanss a

e

for T.hzs m..ll‘} in 1997, This company has no c—:picr}c:s.

AUDITOR OPINION:

No audit verification was applied to the balance sheets and income statements presenied. Fowsever.

audit st scanned the financial statements and othar documentation provided by Tampa Elsrmic azd

noted that several other companies which were included in the allocation process =2z -
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operating income. Therefore, this would not appear to be a criteria for not including a compeny in the
allocation procsss.
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