. AUDIT DISCLOSURE NO. 2
“ & Tsren-c1®

STATEMENT OF FACT:

Tampa Electric providsd audit staf with the computation and suponting schedulas for: (1) pri
and transporation costs recsived from affiliated paniies and (2) calculating the benchmart pric

cing ¢aal
ng.

The beachmark ealculation for coal Costuses the base price of coal as of 1273 1/92 adju
change in the Consumer Price Index - Utilitias (CPL-U) for the

benchmark calculztion for transporation COSts uces tha 1904 cext/per ton-mile for ri] ceat Canstoration
ratzs for publicly owned utilities in Flerida, including discouns for volume and private raij CarS fimes tha
=verage rail mileage to Tampa for al) waterborne coal supplies 1o Tampa Electsic's plans piue 2 1054
cost of privately owned rail cars,

S22 by the peczan

eniod 12/31/82 1o 12/31/87.

Pty
ihe

Tampa Elezise compuies its average water lransporiation cos: pe: ton, for the trans
its suppliers by aijaras [Midsouth (rive: tansporiation) and TZCO Transpor: (gulf camsmoma-: 253], by
cividing toral 1897 lransportation cost by the tota

Frice is the result of a contract with Gatliff Coal.

N
Fortof coa! Samm ot

| tons transperes duting 1957, T

Tetal cost of caal purchased by Tampa Eleztric, asincluded in Gie Benchmark sehaso
Anpiication - 1987 does not includs

narx sehelu! e Cnzi Martar D
to Catliff Coal for these adjustments was § 1| 18,757.

k2 dollars assggiarad With ETU 2divstments. T

ctric's computations for weightes aveEzz coal tamrmomsvias om £

o e CTSNEE Coe S0 aan
CPL-U rates 10 the concurmer price incax; traced tonnaze and tonrazs cost (niver & barze' o invainae &,
individual coal suppliess via Form 423.2 and Fije No. 2 raced bass price of coal 1 FP8C Com=issinn
Order; and recaleulared average rail mileage to Tamea

ACK
AUDITOR OPINION:

S1af notad thar Tampa Electric did pot include the BTU (premivm) adivetments in the EToUnt pesers
for total cost of coal purchased in ]607,

b e e
[

20 included, 10l cost of coal purchaced in 1997 by Tampa Elecwic would havs exzeedslthabarie. e

for the year ending 12/31/97. )

The BTU adjustmenss towled §1 118 707 [F

iampa Eiecic should be required to amend its 1997 Coal Marks: Prcs Application and srmvaes 2 séiard

of coal cost from Gatliff Coal for the amoune excesling the coz! banchmar): armousi. {557

Note: Form 4232 = Monthly Rezort of Cost and Quality of Cox o ElecTic Plas O, Tonmees o, srad
Price and As Received Qualiry

FileNe.2 = Tmn:pnrra::'autnsl
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AUDIT DISCLOSURE NO.7
L

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

t at several subsidiaries of TECO Enerzv o-»
nistrative and gazeral expenses of TECO Energy.

Tae company was acked 10 explain why the following listed comparies did not recsive cost allecations frorm
12C0 Enssgy.

] Pzoples CoGen

not being allocare

4 2 penion of the

2) PGS Florida

3) Eosek Gibson

< T+Com

5 T=CO Finance

6) TZCO Investmens
7 Suwanes Gas

'I‘:-:s c::u-_,n.u .- that:

I e e
- E -

"Ll operzring subsidiaries of TECQ Energy, Inc. inziugi=c downstream holdizg comza-
meivded in the allocation Process. The only excenticne wars subsidiaries thar wars Lll-Crarating
k22 negasive 12-month operating incoms, had nn revezues for the 12.mpres

Cras=mme= aee

#=-=wig 252k as of the allocation dare.

fme oy
——2, WQrs

=ORL penied, o bl po

! =% seves companies listed in FPSC Rezuec Numbe: 2716, dg motrecsive an allocaticn ¢ 7 T2 S 4)
Enerz allowable COrpo.ats expendimuras ac the¥ me: on2 27 more of the EXemEnong idennitad in
©-2 freceding paragraph ©

Theesmreny 2rgvided further explararions of Whic3 epecific c=iam- Gz above lisied commanta- €:

Foalne . oo .

- ki anc Income Statemenye of varipue Sompani

6 Tor hamnetad undae qodie o I

P mw e Ry B Mg e e
v T

S ehziznziions were:

- I"—F.H

. genention Company was a nom-operat
izzemein 1997, No financial

DE SUtsiliy, and had ne

SIatemenis were preczres fos s entiry in 1987,

4 L2 Tlorda Inc, isa no2-Operating subsidiary w

115 pr areea;

t=x BT CFsrating income, rs revenya: and s
Creizing asseis in 1997, Ng financial statements wars Frerieed for this et in 1057

3 £052%, Gir<an and Associates was acquired in late 1556 o5 in 1997, Bezan to transitio= froma
traZitional enginesring servics

S company tp a COmEamy focuesed more op E22rPY periirmasce
s 1o redefne jrs busipe "

ess focus, this com

cenzzeucg. Due to jts e

Fany is considersd pan.
- ASVenues for 1997 were With czerzting income for Ge year c.‘c:i}'-
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DISCLOSURE NO. 7 (con't)

Total assets of Bose® Gibson and Associzzes at 12/31/97 were $6

,233,450.
Operating assets of Bosek, Gibson and Afsociates at 12/31/97 were $6,062.861.

4)  IeCom is considered a non-operating subsidi

dsveloping and marketin
Line | For 1997, TeCom has

ary. This company is in the procer:

J & IE :-
g advanced energy management, automation and contol sysaze.
In revezuss bur had

peratng inccme.
Total assets of TeCom, at 12/51/97 wer= S14,

Operating assets of TeCom, ay 12/51/9781¢

q -
.SH..i.rE.
‘e
o LA

4
54,278

3) IECOFinance. Inc, is considered a nez-sperating subsidiary. This compeny ic ta goms
of d23t capital for the diversified orsraticns of TECO Ezergy. For 1697, tis Cimrasi has
S1.7 million in revenues, all from affjjared cdmpanies, and negative operar-
Company has no emplovess, All legal and accounting costs relaras 10 thie g il L L
biiled direzzly to TECQ Figanes '

e

1
[

Tot! assets of TECO Fina=zs, a1 12/31/57 wers £216,772,000.
Ogerating assets of TECO Financs a1 12.31.67 were $216,622,00

6) 1ECO Investments, Ine s considases 2 pCC-aperate
cazizlin shor-and long-tem securities 2=7

-

bt IniTumenre F.U.—n-wa* fen b O™

- s e b g = s . .o '-":‘.i_

L 1ilin = "_'I'.E - o 3 Tk - Tem . ™ . i e

== Ldilion With operating incoms of §.2 iilicn. ifassec ar Decezier 30 (55T e
. L] - 1 * .- - —

. o ~ e - O — - - e - — . * L]
CLImERIeC Orcash, receivatiss and inver—encs. fusetmpany has no emziovass, 400 e
== s imrim ey Am e HTT : UnEit e man hiila s Jicanels: s == e —
== SCOUTUNE COSIS reizrad 1o this seiiomvastiecdrentlv o TEI0 o ar— e

1cm2l zesers of TECO [ovesonentsar 123167 wase §6=330.0C:
Crmerziiig aczers of TECO Inverimernse 3t 12731 €7 ywars €gg O0C £

(eri=g is @ cownszeam holding commany 2nd sams el oo
- el S22 Roiding comman

Fad s ot ‘ ar F 185 - S L T npp—— .

fus compary k2d no revenues in 1657, Ng Snaneis’ i et S e e e

X » P — - . o .

seridsentiy in 1997, This cormmany Fae =2 prmmine

:

Qras—rimen
s
N =

s
P R T S il

AUDITOR OPINION:

Mo auditvenfcation was applies to the

- - L] PP — C™ P armames ma - = | .
the balance sZeets and income siatarmwaes bl R T
i T —

SSGI S stanned the financial starsrments and other dacumentaing provides by Tam=z T

noted that saveral other comparies which wers includes i the alloeatios =rzaeis =2 seowr
Cremung income. Thersfore, this would not appear 10 be a criteria for not ipclucing 2 comsmy = <
allocation procass,

[
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° SPECIFIED
CCNFIDENTIAL

g operating revenues which are either significantly higher

DISCL:DSURE NO.7 (con.

Also, Bosek Gibson and TeCom are producin
than the prior year or are from non-affi

Energy or the development of ener

companies.

TECO Finance and TECO Investment are also
are cenainly receiving services othsr than legal

two that come directly to mind.

It is concluded that Bosek Gibson, TeCom, TECO Finance and TECO Investmen:
in the allocation procsss which would have the

charged to Tampa Electric by TECO Energy.

Staff prepared a schedule computing allocation percentages that would rec
companies were included in the computation. Staff's schedule s
assels, and year-to-date balances for operating revenu
percentages. Percentages were then blended and an
Erergy. When a sale or purchase of any incl
adjusted to include only those applicable expensas.

1887 Alloc || 1897 Allocation TEXC Enrgy  Fecismbution  Staf Adjusad
Company Name (perSaff) || (per TECO Energy)  Allocby Sub  of Allse Cas Allcestian
il
Tampa Elecric Campany 11832480 | 12218137 2520 1222220
TECO Trarspon L Trade 138 | 1315723 7453 138419
TECO Caal 116148 | 1202828 B2 (=230
TECO Prepertes 145129 g 125185 Q722 (3423 122503
TECO Coalbed Metare B13282 | EZZEX0 SEi: (28 R =Sy
TECO QI &Gas [VEN 3722 35428 Qzze: 11,0064 3T.3E
TECO Pover §700¢2 Ei3393 SB35 {22513 TECEE
Pe-_les Gas Sys=m 830431 || E75465 493 (22231 =i <
Pecples Gas Company 74088 | FAE-TE] Cai%: 1521 :
Pecples Sales ard Service 18854 || 18209 0115 [EZ2
GazrCas 27327 | 242331 Qs {7
Bzsek Gitzzn 2] | ) ifesz
TeCom 20184) | 0 22182
TECO Firance 325884 | 0 ilips
TEC0 Invessrem 102301 | 0 i o}
17.561,831 17,581,976 o WWESV a7y
S 1 = S ————————

effect of reducing the perc

amd

-

ed year-

liate sources. It does not appear that the acquisition by TECO
BY systems is hindering the operations of either of these two

praducing operating revenues and with no employess
and accounting costs. Tax and firzncial reporting are

1eat should be included

-

alances for operatin
ues and operating incoms= 10 calculate applicable
pplied to total allocable vear-io-2ate costs of TECO
udible company occurred, tow! 2llocable

zat of allocable expenses

stlt if the above listed

COsls wers

The results of staff schedule are as follows:

Sum of staff allocation for Bosek, Gibson TeCom
redistributed over the original companies receiving

Tampa Elezsric an

¢ and Peoples Gas System of $338,203 arnd §24.23 l,re

spesiively

, TECO Finance and TECO Investmear = $486,084. This a
allocated expenses, would result in a des-

amount,

desrease of allocated costs 1o



- ® ® g?iti‘f\‘iﬂ

AonsNTIA
DISCLOSURE NO. 7 (con't) - ﬁ(}ﬂﬂﬁuﬂ

AUDITOR RECOMMENDATION:

-
LR

=L
e

seo
- i

&5 a result of the staff recalculation, we recommend that Tampa Electric reduce its allocatad exzezses &
TECO Energy and Peoples Gas System by $362,435. We further rezcommend that TECO Energy's compura
for Tampa Electric's portion of allocable expenses be expanded to include Bosek, Gibson amz fecacizras
TeCom Inc., TECO Finance and TECO Investment.

sahaad
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