FILED JUL 25, 2013
DOCUMENT NO. 04284-13
FPSC - COMMISSION CLERK

Docket No. 130040-EI: Petition for Rate Relief

Tampa Electric Company

Witness: Direct Testimony of JEFFERY A. SMALL, Appearing on Behalf of

the Staff of the Florida Public Service Commission

Date Filed: July 25, 2013


FPSC Commission Clerk
FILED JUL 25, 2013
DOCUMENT NO. 04284-13
FPSC - COMMISSION CLERK


10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION
COMMISSION STAFF
DIRECT TESTIMONY OF JEFFERY A. SMALL
DOCKET NO. 130040-E1
JULY 25, 2013

Q. Please state your name and business address.
A My name is Jeffery A. Small and my business address is 4950 West Kennedy Blvd,
Suite 310, Tampa, Florida, 33609.
Q. By whom are you presently employed and in what capacity?
A I am employed by the Florida Public Service Commission as a Professional

Accountant Specialist in the Office of Auditing and Performance Analysis.

Q. How long have you been employed by the Commission?

A I have been employed by the Florida Public Service Commission (FPSC) since January
1994.

Q. Briefly review your educational and professional background.

A. I have a Bachelor of Science degree in Accounting from the University of South

Florida. 1 am also a Certified Public Accountant licensed in the State of Florida.

Q. Please describe your current responsibilities.

A. Currently, 1 am a Professional Accountant Specialist with the responsibilities of
planning and directing the most complex investigative audits. Some of my past audits include
cross-subsidization issues, anti-competitive behavior, and predatory pricing. | am also
responsible for creating audit work programs to meet a specific audit purpose and integrating
EDP applications into these programs.

Q. Have you presented expert testimony before this Commission or any other

regulatory agency?
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A

Yes. | have provided testimony in the Progress Energy Florida, Inc. (PEF) Nuclear

Cost Recovery Clause Filings, Docket Nos. 080009-EI, 090009-EI, 100009-El, 110009-El,

120009-El and 130009-EI.

| have also testified in the Southern States Ultilities, Inc. rate case, Docket No. 950495-WS, the

transfer application of Cypress Lakes Utilities, Inc., Docket No. 971220-WS, and the Utilities,

Inc. of Florida rate case, Docket No. 020071-WS.

Q.
A.

What is the purpose of your testimony today?

The purpose of my testimony is to sponsor the staff Auditors’ Report of Tampa

Electric Company (TEC) which addresses the Utility’s application for rate relief in Docket

No. 130040-El, for the historical year end 2012. This Auditor’s Report is filed with my

testimony and is identified as Exhibit JAS-1.

Q.

A
Q.
A

Was the audit prepared by you or under your direction?

Yes, the audit was prepared by me and under my direction.

Please describe the work you performed in the audit.

The following procedures were performed.

We verified, based on a sample of Plant in Service (PIS) additions, retirements and
adjustments for selected plant accounts, that the Utility’s PIS is properly recorded for
the period January 1, 2008 through December 31, 2012. We recalculated a sample of
13-month average balances for PIS included in the filing.

We verified, based on a sample of Property Held for Future Use (PHFU) properties
presented in the filing, that the PHFU balance is properly stated as of December 31,
2012. We reviewed documents describing the planned use for properties in our sample
and inquired about changes in use for existing properties. We recalculated a sample of
13-month average balances for PHFU included in the filing.

We verified, based on a sample of Construction Work in Progress (CWIP) projects
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included in the filing, that the CWIP balance is properly stated as of December 31,
2012. We reviewed utility documents describing each project sampled to determine
whether it was eligible to accrue Allowance for Funds Used During Construction
(AFUDC). We verified that projects accruing AFUDC were not included in rate base
in the filing. We recalculated a sample of 13-month average balances for CWIP
included in the filing.

The objectives were to determine whether accruals, retirements and adjustments to
Accumulated Depreciation (AD) are properly recorded in compliance with the
Uniform System of Accounts (USOA), and to verify that the Utility used the
depreciation rates established in Commission Order No. PSC-12-0175-PAA-EI -
Petition for Approval of 2011 Depreciation Study and Annual Dismantlement Accrual
Amounts by Tampa Electric Company, issued April 3, 2012, and, to recalculate the 13-
month average balance for AD as of December 31, 2012.

We verified, based on a sample of selected accounts, that the Working Capital (WC)
balance is properly stated, utility in nature, non-interest bearing, does not include non-
utility items and is consistent with the order cited above. We verified, based on a
sample of selected accounts that the accumulated provision accounts year end balances
comply with the Commission rule cited above. We recalculated a sample of 13-month
average balances for selected WC accounts included in the filing.

We traced the equity account balances to the general ledger. We verified retained
earnings by reconciling a sample of dividend distributions to the dividend declarations
of the TECO Energy, Inc. Board of Directors. We recalculated the 13-month average
balance for equity included in the filing.

We reconciled the Long Term Debt (LTD) balance to the general ledger. We traced

the LTD obligations and the unamortized loss on reacquired debt balance to the
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original documents and verified the terms, conditions, redemption provisions and
interest rates for each bond or note payable. We sampled and verified the cost of LTD.
We recalculated the average cost rate and the 13-month average balance for LTD
included in the filing.

We reconciled the Short Term Debt (STD) balance to the general ledger. We traced
the STD obligations to the supporting documents. We verified the average cost of
STD. We recalculated the average cost rate and the 13-month average balance for
STD included in the filing.

We reconciled the Customer Deposit (CD) balance to the general ledger. We inquired
and verified that the Utility is collecting, refunding and paying interest on CD based on
Commission Rule 25-6.097, Florida Administrative Code (FAC) - Customer
Deposits.. We recalculated the average cost rate and the 13-month average balance for
CD included in the filing.

We reconciled the Accumulated Deferred Income Tax balances to the general ledger
and to the federal tax returns. We recalculated the 13-month average balance included
in the filing.

We reconciled the Investments Tax Credit balances to the general ledger. We
recalculated the average cost rate and the 13-month average balance for ITC included
in the filing.

We reconciled 2012 revenues to the general ledger. We reviewed Commission audits
of the Utility’s cost recovery clauses, which included recalculations of a sample of
customer bills, to ensure that the Utility was using the rates authorized in its approved
tariff. We verified that unbilled revenues were calculated correctly.

We verified, based on a sample of utility transactions for select Operation &

Maintenance (O&M) expense accounts, that 2012 O&M expense balances are
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adequately supported by source documentation, utility in nature and do not include
non-utility items and are recorded consistent with the USOA. We reviewed samples of
utility advertising expenses, legal fees, outside service expenses, sales expenses,
customer service expenses and administrative and general service expenses to ensure
that amounts supporting non-utility operations were removed. We reviewed a sample
of intercompany allocations and charges to determine if expenses were allocated
pursuant to Commission Rule 25-6.1351 — Cost Allocation and Affiliate Transactions,
F.A.C.

We recalculated a sample of depreciation expense accruals to verify that the Utility is
using the correct depreciation rates cited above.

We verified, based on a sample of transactions for select Taxes Other Than Income
(TOTI) accounts, that TOTI expenses are adequately supported by source
documentation.

We traced federal and state income taxes to the general ledger. We documented bonus
depreciation treatment for asset additions. We verified that adjustments to income tax
expense are consistent with the USOA and calculated correctly.

We developed a five-year (2008 -2012) analytical review that compared the annual
percentage change and the 2012 over 2007 total percentage change for the Federal
Energy Regulatory Commission (FERC) account balances. Accounts that exhibited
significant activity or percentage change, as determined by the auditor, were randomly
selected for additional review.

We reviewed the 2007 and 2008 FERC audit reports for TEC, that were issued on
August 21, 2007 and August 18, 2008, respectively. We reviewed the 2012 annual
report and associated audit work papers for TECO and its subsidiaries, including TEC.

The annual report was released on February 26, 2013, and included the unqualified
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Q.

opinion by PricewaterhouseCoopers (PWC) of TECO consolidated operations.

We reviewed the respective Board of Directors meeting minutes for TEC and TECO
through March 15, 2013, for activities or issues that could affect TEC in the current
rate case proceeding.

Were there any audit findings in the audit report, JAS-1, which address the

historical 2012 balance in the Utility’s filing.

A

Q.
A.

No
Does this conclude your testimony?

Yes, it does.
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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 Economics in its audit service request dated April 22,
2013. We have applied these procedures to the attached schedules prepared by Tampa Electric
Company in support of its filing for rate relief in Docket No. 130040-EI.

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



Docket No. 130040-EI
Exhibit JAS-1
Page 4 of 13

Objectives and Procedures

General
Definitions

TEC/Utility refers to Tampa Electric Company

TECO/Parent refers to TECO Energy, Inc.

FERC refers to the Federal Energy Regulatory Commission

USoA refers to the FERC Uniform System of Accounts as adopted by Commission Rule 25-
6.014 — Records and Reports in General, Florida Administrative Code. (F.A.C.)

Background

Tampa Electric Company filed a petition for a permanent rate increase on February 4, 2013. The
Utility is engaged in business as a public utility providing electric service as defined in Section
366.02, Florida Statutes (F.S.), and is subject to our jurisdiction. TECO provides generation,
transmission, and distribution service to approximately 684,000 retail customers in Hillsborough
and portions of Polk, Pasco and Pinellas counties.

The Utility’s last petition for rate relief was granted in Docket No. 080317-El, in Order No.
PSC-09-0283-FOF-EI, Petition for Rate Increase, issued April 30, 2009, and in Order No. PSC-
09-0571-FOF-El, Motion on Reconsideration, issued August 21, 2009, Those orders established
and reaffirmed historical rate base and capital structure balances for the Utility as of December
31, 2007.

Objectives: The objectives in this proceeding were to determine whether the Utility’s 2012
historic year end filing in Docket No. 130040-EI is consistent and in compliance with Section
366.06 — Rates, Procedures for Fixing and Changing, Florida Statutes (F.S.), and Commission
Rule 25-6.043 — Investor Owned Electric Utility Minimum Filing Requirements, F.A.C.

Procedure: We performed the following specific objectives and procedures to satisfy the
overall objective identified above.

Rate Base
Plant in Service (PIS)

Objectives: The objectives were to determine whether, PIS exists and is owned by the utility,
additions are authentic and recorded at original cost, proper retirements were made when a
replacement asset was put in service, PIS is properly classified in compliance with the USoA,
and, to recalculate the 13-month average balance for PIS as of December 31, 2012.

Procedures: We verified, based on a sample of PIS additions, retirements and adjustments for
selected plant accounts, that the Utility’s PIS is properly recorded for the period January 1, 2008
through December 31, 2012. We recalculated a sample of 13-month average balances for PIS
included in the filing. No exceptions were noted.
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Property Held for Future Use (PHFU)

Objectives: The objectives was to determine the nature and purpose of utility properties
recorded as PHFU and to disclose material additions or changes to the company’s planned use
for such properties, and, to recalculate the 13-month average balance for PHFU as of December
31, 2012.

Procedures: We verified, based on a sample of PHFU properties presented in the filing, that the
PHFU balance is properly stated as of December 31, 2012. We reviewed documents describing
the planned use for properties in our sample and inquired about changes in use for existing
properties. We recalculated a sample of 13-month average balances for PHFU included in the
filing. No exceptions were noted.

Construction Work in Progress (CWIP)

Objectives: The objectives were to determine the nature and purpose of utility projects recorded
as CWIP, and, whether projects that are eligible to accrue allowance for funds used during
construction (AFUDC) are excluded from rate base pursuant to Commission Rule 25-6.0141,
F.A.C. — Allowance for Funds Used During Construction, and, to recalculate the 13-month
average balance for CWIP as of December 31, 2012.

Procedures: We verified, based on a sample of CWIP projects included in the filing, that the
CWIP balance is properly stated as of December 31, 2012. We reviewed utility documents
describing each project sampled to determine whether it was eligible to accrue AFUDC. We
verified that projects accruing AFUDC were not included in rate base in the filing. We
recalculated a sample of 13-month average balances for CWIP included in the filing. No
exceptions were noted.

Accumulated Depreciation (AD)

Objectives: The objectives were to determine whether accruals, retirements and adjustments to
accumulated depreciation are properly recorded in compliance with the USoA, and to verify that
the Utility used the depreciation rates established in Commission Order No. PSC-12-0175-PAA-
EI — Petition for Approval of 2011 Depreciation Study and Annual Dismantlement Accrual
Amounts by Tampa Electric Company, issued April 3, 2012, and, to recalculate the 13-month
average balance for AD as of December 31, 2012.

Procedures: We verified, based on a sample of selected AD accounts, that the AD is properly
recorded for the period January 1, 2008 through December 31, 2012, and, the Utility properly
restated and used the depreciation rates approved in the order cited above. We recalculated a
sample of 13-month average balances for selected AD accounts included in the filing. No
exceptions were noted.

Working Capital (WC)

Objectives: The objectives were to determine whether the WC account balances are properly
stated based on Commission adjustments in the prior rate case in Order No. PSC-09-0283-FOF-
El, and the provisions of Commission Rule 25-6.0143, F.A.C. — Use of Accumulated Provision
Accounts, and, to recalculate the 13-month average balance for WC as of December 31, 2012.
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Procedures: We verified, based on a sample of selected accounts, that the WC balance is
properly stated, utility in nature, non-interest bearing, does not include non-utility items and is
consistent with the order cited above. We verified, based on a sample selected accounts, that the
accumulated provision accounts year end balances comply with the Commission rule cited
above. We recalculated a sample of 13-month average balances for selected WC accounts
included in the filing. No exceptions were noted.

Capital Structure
Equity

Objectives: The objectives were to determine whether equity account balances represent actual
equity and are properly recorded in compliance with the USoA, and, to recalculate the 13-month
average balance for equity as of December 31, 2012.

Procedures: We traced the equity account balances to the general ledger. We verified retained
earnings by reconciling a sample of dividend distributions to the dividend declarations of the
TECO Board of Directors. We recalculated the 13-month average balance for equity included in
the filing. No exceptions were noted.

Long Term Debt (LTD)

Objectives: The objectives were to determine whether long-term debt balances represent actual
obligations of the utility and are properly recorded in compliance with the USoA, and, to
recalculate the 13-month average balance for LTD as of December 31, 2012.

Procedures: We reconciled the LTD balance to the general ledger. We traced the LTD
obligations and the unamortized loss on reacquired debt balance to the original documents and
verified the terms, conditions, redemption provisions and interest rates for each bond or note
payable. We sampled and verified the cost of LTD. We recalculated the average cost rate and
the 13-month average balance for LTD included in the filing. No exceptions were noted.

Short Term Debt (STD)

Objectives: The objectives were to determine whether STD balances represent actual
obligations of the utility and that they are properly recorded in compliance with the USoA, and,
to recalculate the 13-month average balance for STD as of December 31, 2012.

Procedures: We reconciled the STD balance to the general ledger. We traced the STD
obligations to the supporting documents. We verified the average cost of STD. We recalculated
the average cost rate and the 13-month average balance for sTD included in the filing. No
exceptions were noted.

Customer Deposits (CD)

Objectives: The objectives were to determine whether CD balances represent actual obligations
of the utility and are properly recorded in compliance with the USoA, and, to recalculate the 13-
month average balance for CD as of December 31, 2012.
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Procedures: We reconciled the CD balance to the general ledger. We inquired and verified that
the Utility is collecting, refunding and paying interest on CD based on Commission Rule 25-
6.097 — Customer Deposits.. We recalculated the average cost rate and the 13-month average
balance for CD included in the filing. No exceptions were noted.

Accumulated Deferred Taxes (ADIT)

Objectives: The objectives were to determine whether ADIT are properly stated and calculated
based on the recorded differences between utility book and taxable income, and, to recalculate
the 13-month average balance for ADIT as of December 31, 2012.

Procedures: We reconciled the ADIT balances to the general ledger and to the federal tax
returns. We recalculated the 13-month average balance included in the filing. No exceptions
were noted.

Investment Tax Credits (ITC)

Objectives: The objectives were to determine whether ITC are properly stated and reflect
realized tax credits, and, to recalculate the 13-month average balance for ITC as of December 31,
2012.

Procedures: We reconciled the ITC balances to the general ledger. We recalculated the average
cost rate and the 13-month average balance for ITC included in the filing. No exceptions were
noted.

Net Operating Income

Operating Revenue

Objectives: The objectives were to determine whether 2012 revenues are properly calculated
and recorded in compliance with the USoA and are based on approved tariff rates.

Procedures: We reconciled 2012 revenues to the general ledger. We reviewed Commission
audits of the Utility’s cost recovery clauses, which included recalculations of a sample of
customer bills, to ensure that the utility was using the rates authorized in its approved tariff. We
verified that unbilled revenues were calculated correctly. No exceptions were noted.

Operating Expense (O&M)

Objectives: The objectives were to determine whether 2012 O&M expenses are properly
recorded in compliance with the USoA and were reasonable for ongoing utility operations.

Procedures: We verified, based on a sample of utility transactions for select O&M expense
accounts, that 2012 O&M expense balances are adequately supported by source documentation,
utility in nature and do not include non-utility items and are recorded consistent with the USoA.
We reviewed samples of utility advertising expenses, legal fees, outside service expenses, sales
expenses, customer service expenses and administrative and general service expenses to ensure
that amounts supporting non-utility operations were removed. We reviewed a sample of
intercompany allocations and charges to determine if expenses were allocated pursuant to
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Commission Rule 25-6.1351 — Cost Allocation and Affiliate Transactions, F.A.C. No exceptions
were noted.

Depreciation & Amortization Expense

Objectives: The objectives were to determine whether 2012 depreciation expense is properly
recorded in compliance with the USoA and to determine that depreciation expense accruals are
calculated using the depreciation rates established in Commission Order No. PSC-12-0175-PAA-
EI, cited above.

Procedures: We recalculated a sample of depreciation expense accruals to verify that the utility
is using the correct depreciation rates cited above. No exceptions were noted.

Taxes Other than Income (TOTI)

Objective: The objective was to determine whether 2012 TOTI is properly recorded in
compliance with the USoA.

Procedures: We verified, based on a sample of transactions for select TOTI accounts, that TOTI
expenses are adequately supported by source documentation. No exceptions were noted.

Income Taxes

Objectives: The objectives were to whether 2012 income taxes are properly recorded in
compliance with the USoA.

Procedures: We traced federal and state income taxes to the general ledger. We documented
bonus depreciation treatment for asset additions. We verified that adjustments to income tax
expense are consistent with the USoA and calculated correctly. No exceptions were noted.

Other
Analytical Review

Objectives: The objective was to perform an analytical review of the Utility’s rate case filing
using prior years FERC Form 1 filings with the Commission.

Procedures: We developed a five-year (2008 -2012) analytical review that compared the annual
percentage change and the 2012 over 2007 total percentage change for the FERC account
balances. Accounts that exhibited significant activity or percentage change, as determined by the
auditor, were randomly selected for additional review. No exceptions were noted.

FERC and Qutside Audits

Objectives: The objective was to determine whether there were any exceptions or disclosures in
the last FERC and Price Waterhouse Coopers, LLP (PWC) external audits of TEC and TECO,
respectively.

Procedures: We reviewed the 2007 and 2008 FERC audit reports for TEC, that were issued on
August 21, 2007 and August 18, 2008, respectively. No exceptions were noted. We reviewed
the 2012 annual report and associated audit work papers for TECO and its subsidiaries, including
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TEC. The annual report was released on February 26, 2013, and included the unqualified
opinion by PWC of TECO consolidated operations. No exceptions were noted.

Board of Director Meetings (BOD)

Objectives: The objective was to review the minutes of the TEC and TECO Board of Directors.

Procedures: We reviewed the respective BOD meeting minutes for TEC and TECO through
March 15, 2013, for activities or issues that could affect TEC in the current rate case proceeding.
No exceptions were noted.
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Audit Findings
None
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re: Petition for rate increase by Tampa | DOCKET NO. 130040-EI
Electric Company.

DATED: JULY 25, 2013

CERTIFICATE OF SERVICE

I HEREBY CERTIFY THAT the testimony of Jeffery A. Small on behalf of the Florida
Public Service Commission was filed electronically with the Office of Commission Clerk,
Florida Public Service Commission, and copies were furnished to the following, by electronic
mail, on this 25th day of July, 2013.
James D. Beasley
Ausley Law Firm

PO Box 391
Tallahassee, FL 32302

Tampa Electric Company

Gordon L. Gillette, President

Paula K. Brown, Manager, Regulatory Affairs
PO Box 111

ibeasley(@ausley.com

Office of Public Counsel

J.R. Kelly/P. Christensen/J. McGlothlin
c/o The Florida Legislature

111 W. Madison Street, Room 812
Tallahassee, FL 32393-1400
kelly.jr@leg.state.fl.us
christensen.patty@leg.state.fl.us

mcglothlin.joseph@leg.state.fl.us

Florida Retail Federation
100 East Jefferson Street
Tallahassee, FL 32301

Tampa, FL 33601-0111
Regdept@tecoenergy.com

Jon C. Moyle, Jr.

c/o Moyle Law Firm

118 North Gadsden Street
Tallahassee, FL 32301
jmoyle@moylelaw.com

Gardner Law Firm

Robert Scheffel Wright/John T. La Via, III

1300 Thomaswood Drive
Tallahassee, FL 32308
schef@gbwlegal.com
jlavia@gbwlegal.com




Federal Executive Agencies Kenneth L. Wiseman

c/o Lt. Col. Gregory J. Fike, USAF Mark F. Sundback
AFLOA/JACL-ULFSC Lisa M. Purdy

139 Barnes Drive, Suite 1 William M. Rappolt
Tyndall Air Force Base, Florida 32403 Blake R. Urban
gregory.fike@tyndall.af.mil Andrews Kurth LLP

1350 1 Street NW, Suite 1100
Washington, DC 20005
kwiseman(@andrewskurth.com
msundback@andrewskurth.com
Ipurdy@andrewskurth.com
wrappolt@andrewskurth.com
burban@andrewskurth.com
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MARTHA C. BROWN
SENIOR ATTORNEY

FLORIDA PUBLIC SERVICE COMMISSION
Gerald L. Gunter Building

2540 Shumard Oak Boulevard

Tallahassee, Florida 32399-0850

Telephone: (850) 413-6187






