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Purpose

To: Florida Public Service Commission

We have performed the procedures described later in this report to meet the agreed-upon
objectives set forth by the Division of Engineering in its audit service request dated January 15,
2013. We have applied these procedures to the attached sunmary exhibit and to several related
schedules prepared by Tampa Electric Company in support of its 2012 filing for the
Environmental Cost Recovery Clause in DocketNo. 130007-EI.

This audit was performed following General Standards and Fieldwork Standards found in
the AICPA Statements on Standards for Attestation Engagements. Orn report is based on
agreed-upon procedures. The report is intended only for internal Commission use.



Objectives and Procedures

General

Definitions

Utility refers to the Tampa Electric Company.
ECRC refers to the Environmental Cost Recovery Clause.

Capital Investments

Utility Plant in Service

Objectives: The objectives were to veriff all ECRC project-related plant additions, retirements,
and adjusunents for the period January 1,2012, tbrough December 31,2012.

Procedure: We rcconciled Plant in Service (Line 2) and Accumulated Depreciation (Line 3) to
the general ledger for each capital project listed on the 2012 Form 42-8A. No exceptions werc
noted.

Constuction Work in Progress

Objectives: The objectives were to veriff net investnents associated with the following capital
projects and to verif that any project which involved the replacement of or retirement of an

existing plant asset is retired at the installed costs by the Utility in accordance with Florida
Public Service Commission Rule 25-6.0142(4)0), F.A.C.

l) Big Bend Units I and 2 FGD

2) Big Bend Unit 2 Selective Catalytic Reduction (SCR)

3) Big Bend FGD System Reliability

Procedures: We selected a sample of the additions to the capital projects. We determined
whether additions had appropriate supporting documentation and were recorded to the correct
project and account. We determined whether items that were replaced had a conesponding
retirement. We compared the ledger to the Depreciation Base and the Non-lnterest Bearing
amonnt on Form 42-8A. See Finding L



Revenue

Operating Revenues

Objectives: The objectives were to determine the actual Kilowatt Honrs (KU/H) sold for the
pcriod January l, 2012, through December 31, 2A12, and whether the Utility applied the
Commission approved cost recovery factor to actual KWH sales for the ECRC.

Procedures: We reconciled the 2012 ECRC Filing to the Utility's monthly Environmental
Revenue Reports. We applied the billing factors by rate class from the Commission Order No.
PSC I I-0553-FOF-EI to KWH sales. A sample of residential and commercial customers' bills
were recalculated to veriS the use of the correct tariff rates in the Utility's Capacity Cost
Recovery Clause proceedings, in Docket 130001-EI. No exceptions wer€ noted.

Expense

Operation and Maintenance Expense

Objectives: The objectives were to determine whether the Operation and Maintenance (O&M)
Expense listed on the Utility's Form 42-S[Filing was supported by adequate documentation and

that the expenses are appropriately recoverable through the ECRC.

Procedures: We taced expemes in the filing to the general ledger. We taced a sample of 2012
O&M Expenses to the source documentation to ensure ttrat the expenses were charged correctly
to ECRC accounts and in the correct amounts. See Finding No. 2.

Deoreciation and Amortization

Objective The objective was to determine whether the most recent Commission approved

depreciation rates or amortization periods were used in calculating Depreciation Expense.

Procedures: We traced total year Depreciation Expense for each capital project listed on Form
42-8A to the general ledger detail. We recalculatd2012 Depreciation Expense on a test basis

using the plant balances and depreciation rates per Comrnission Order No. PSC-12-0175-PAA-
EI. No exceptions were noted.



Other Issues

SOr Allowances

Objectives: The objectives were to veri$ investments, inventory, expensed amounts, allowance
auction proceeds, and amounts included in Working Capital, Form 42-8A.

Procedures: We traced 2012 consumption for SQ allowances from the Utility's detailed
allowances reports to the total emissions schedule on Form 42-58. We traced the single sale of
NO* allowance to Hooker's Point source documentation. We traced the jurisdictional factors
used in all projects to Commission Order t 1-0553-FOF-EI. No exceptions were noted.

True-Up

Objective The objective was to determine if the True-Up and Interest Provision as filed on
Form 42-2A was properly calculated.

Procedures: We traced the December 31, 2011, True-Up Provision to the Commission Order.

We recalculated the Tnre-Up and Interest Provision amounts as of December 31, 2A12, using the

Commission approved beginning balance as of Decernber 31, 2011, the Financial Cornmercial
Paper rates, and the20l2 ECRC revenues and costs. No exceptions were noted.

Analytical Review

Objective: The objective was to perform an analytical review of the Utility's ECRC Revenues

and Expenses to determine if there were any material changes or inconsistencies from the prior
year.

Procedures: We compared 20l2to 2011 revenues and expenses. We requested explanations

from the Utility for significant variances. Explanations provided were sufficient. Further

follow-up was not required.



Audit Findings

Finding 1: Capital Additions

Audit Analysis: The Utility reported capital investnrent additions for the Big Bend FGD System
Reliability Project of $75,402, $322266. and $56,388, respectively, for the months of July,
August, and September, 2012. The Utility did not provide supporting documentation for $2,018,
S5,148, and $3,474, respectively, for the months of July, August and Septenrber, 2012.

Effect on the General Ledger: Reduce capital expenditures and additions of Big Bend FGD
System Reliability Project by $10,639 ($2,0t9+$S,148+$3,474) forthe year 2012.

Efiect on the Filing: Reduce Capital invesfinent additions for the Big Bend FGD System
Reliability Project by $10,639 for the year ended December 31,2012.



Finding 2: Operation and Maintenance Expense

Audit Analysis: The Utility reported O&M Expense of $4,010,251 for the month of August,
2012. \\e Utility did not provide supporting documentation for contract services of $290,604.

Efiect on the General Ledger: Reduce O&M Expense by $290,604 for the month of August,
2012.

Efrect on the Filing: Reduce August, 2012 O&M Expense by $290,604.



Exhibit 1: True Up

Exhibit

Erry,ft
Cir..rt(!n.rrt*FRC,

C&rl6dh 
'ttEltlilr|h.L 

trLa
hrtrltrhi-.rlt
qnlt ,aatblDfrrea

FD.fttl

Fn.o.2A

tc
laa Laa lad &ra F.tg

lit

l. EClCt tt(dCturnr?nl
t trFltstEr|{l
f 6cieiriDlr*-bltr.ld(th. l.A'
a, lr||ScdOCiC C..a

l OaU &rtrcnral{Atlro
I C*h..|rl.ry C-rar-tA Lb!,
a ldtrrFbrltriccd

t. Od.f,.rEr.'0i.l.ltra4.
a ridFtr.-.(tnaa{Aur llt
f glia|{fhtadf tltlttaliqrdoir

r O*nd te|.|hiJi-tr O.rrl. lotl
pr..rb. tF€{r}tc€

L dCtSafdriluPfjlt 3.t t .al'

rq Acardb 
'lbdtDlrtriarh|.lr

'lt. C.alai.bat 5fo.(tso.r- r+ rot'

l€rt$ $gta:!r tgFraa ao4roa |tratlo ?stlt {!0?rr, r.&.rl tloar'' f'J€:l| t3.tn3!o lL.rLlaa

t.rra.lrl loatrr an'''2.'to I,Ctt.C!a,oar3l ' qatt tt

Fnt q {ttr2.rr0 ott|sot Grrr{ €r'r!l rtilril |r|orq [ro!3art

oeo, ot4 or|| (rf F,oiot F..t oc'f (r,aq

o.es) F.4tr.tzq on.u €taq.r., llO.rttt csrtto GE a0 o!5{7tc
(t tl,rco e2in.so olpr.o orle.to o.4€t, (rrtltto ear].co pll2rto

Flrlq 0t'!.s Bi6.o, (r.t!,so 04.r:El
flJact lrtro c,os (rrirl lr|.tiq

oetf, (rr,cc.6t or,rlraD (6rrt q) eD,a
Ptn.ttl OrOIotl (lttl/6rl tr c..at, OrAJ|.O

7


