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The above-referenced audit report is forwarded. 
deviations from the Uniform System of Accounts, Commission rule or order, 
Staff Accounting Bulletin and generally accepted accounting principles. 
disclosures show information that may influence the decision process. 

The audit was prepared using a micro computer and has been recorded on one 
diskette. The diskette may be reviewed using IBM compatible equipment and 
LOTUS 1-2-3 software. There are no confidential working papers associated 
with this audit. 

Please forward a complete copy of this audit report to: 

Tampa Electric Company 
Angela Llewellyn 
P. 0. Box 111 
Tampa, FL 33601-0111 
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DMSION OF AUDITING AND FINANCIAL ANALYSIS 
AUDITORS REPORT 

JUNE 10,1998 

T O  FLORIDA PUBLIC SERVICE COMMISSION AND OTHER INTERESTED PARTIES 

We have applied the procedures described later in this report to audit the accompanykg 
Earnings Surveillance Report schedules of Rate Base, Net Operating Income, and Capital Structure 
for the twelve month period ending December 31, 1997.These schedules were prepared by the 
utility. There is no confidential information associated with this audit, and there are no audit staff 
minority opinions. 

This is an internal accounting report prepared after performing a limited scope audit. 
Accordingly, this report should not be relied upon for any purpose except to assist the Commission 
staff in the performance of their duties. Substantial additional work would have to be performed 
to satisfy generally accepted auditing standards and produce audited financial statements for public 
use. 

In our opinion, the schedules referred to above present fairly, in all material respects, the 
utility’s books and records, maintained in conformity with the accounting practices prescribed by 
the Florida Public Service Commission. The attached findings discuss all differences and other 
matters which were noted during our examination. 

-1- 



SUMMARY OF SIGNIFICANT FINDINGS: 

the ratepayers. 

Surveillance Report but did not record this adjustment to the general ledger. 

The company recorded advertising expenditures which do not appear to be chargeable to 

The company made an adjustment of $321,555 to Deferred Income Taxes on the 1997 

SUMMARY OF SIGNIFICANT PROCEDURES: 

Our audit was performed by examining, on a test basis, certain transactions and account 
balances which we believe are sufficient to base our opinion. Our examination did not entail a 
complete review of all financial transactions of the company. Our more important audit procedures 
are summarized below. The following definitions apply when used in this report: 

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 inconsistency and, except as otherwise noted, performed no other audit work. 

RATE BASE: Compiled components of Rate Base and agreed to the Surveillance Report 
as filed by the Company. Tested the 13 month average calculations. Examined supporting 
documentation for selected 1997 plant additions. Reviewed transactions in clearing 
accounts, prepayments, miscellaneous deferred debidcredits to determine that they were 
properly classified and utility in nature. 

NET OPERATING INCOME: Compiled components of Net Operating Income and 
agreed to the Surveillance Report as filed by the Company. Recomputed unbilled revenue 
as of 12-31-97. Tested the calculation of depreciation expense using the rates determined 
in the company’s latest Depreciation Study. Tested advertising expenses to verify 
expenditures were properly classified and allowable. Judgementaly selected and tested 
outside services, office expenses and miscellaneous general expense for supporting 
documentation. Obtained support for taxes other than income. 

CAPITAL STRUCTURE: Compiled components of Capital Structure and agreed to the 
Surveillance Report as filed by the Company. Verified that the cost rates used are 
appropriate 

Other: Read external audit work papers and board of directors’ minutes for the twelve 
month period ended December 31,1997. Looked for items related to regulatory issues. 
Verified that adjustments made in prior orders were made and were calculated properly. 
Reviewed all Audit Service Request issues. 
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DISCLOSURES 

Disclosure No. 1 

Subject: Industry Association Dues 

Statement of Fact: Tampa Electric Company’s (TEC) General Ledger at 12-31-97 had a balance 
of $871,529 in A&. No. 930.02, Mscellaneow Expense - Company Dues. Included in this amount 
were the following expenses: 

East Polk County Assoc of Realtors . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $2,800 
Employees Health Coalition . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  5,564 
Points of Light Foundation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,000 
Tampa Downtown Partnership . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  8,500 
Westshore Alliance . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1.643 

$19.507 

Recommendation: Based on the auditors understanding and the utility’s response as to the nature 
of these organizations it does not appear that these expenses should be included in O&M expense 
for regulatoly purposes. They do not relate to the business of TEC, which is providing electricity. 
The work of these organizations does not directly affect rate payers 
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Disclosure No. 2 

Subject: 

Statement of Fact: The Company reported year end deferred income taxes of $3 14,344,089 in the 
December 1997 Earnings Surveillance Report. The December 1997 preliminary trial balance 
reflects year end 1997 deferred income taxes of $ $314,665,644 a difference of $321,555. 

Deferred Income Taxes - Capital Structure 

Per a memorandum dated August 12,1997, 
“ ... Deferred income Taxes per books number on schedule 2 and 3 of the 
Surveillance Report has been adjusted to increase for the amount of the 
$321,555 which represents the tax (benefit) on the Deferred Revenue 
Adjustment for the impact on the FPSC Agenda decision on March 21,1997. 
The Deferred Revenue Adjustment of $833,583 was booked in May as a 
below the line adjustment. The tax department again has recorded the tax of 
$321,555 as a utility tax. Since the decision has been made to leave the 
Deferred Revenue Adjusted as a below the line item it is necessary to 
increase the indicated tax (benefit) amount from the utility deferred income 
taxes per books number so that the tax on the system per books number so 
that the tax on the system per books line is applicable only to operating 
income.” 

Recommendation: Although the company made this adjustment to reflect the correct balance on 
the surveillance report, they did not book this adjustment to the general ledger. The company should 
book this adjustment to account 283 in the general ledger 
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Disclosure No. 3 

Subject: Revenues 

Statement of Fact: The Company reported $1,188,960,214 as operating revenues on the 1997 
Earnings Surveillance Report. Included in this amount was a debit balance of $24,075 in account 
41819, Earnings Associated Company - P E E .  

The Company determined that this account should not be reflected in the operating income 
calculation and said it will be excluded from future surveillance reports operating income. 

An adjustment was not made to the 1997 Surveillance Report. 

Recommendation: The December 1997 Surveillance Report should be adjusted increasing 
revenues by $24,075. 
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Disclosure No. 4 

Subject: .................................................... Advertising Charges 

Statement of Fact: Tampa Electric Company (TEC), on its 1997 Surveillance Report, included 
charges for Informationat/Instructional Advertising (Ah3909.12) and Sales Related Advertising 
(A/C#913.01). A judgemental sample of the invoices processed in accounts 909.12 and 913.01 
were reviewed to determine proper accounting treatment. 

Included in these amounts were charges for the following: 

1)  TECO Energy ad in the Lakeland Chamber of Commerce 1998 Directory . . . . . . . . . .  $2,395 

2) Services for publishing a Teconet Intranet Users Guide. . . . . . . . . . . . . . . . . .  
The Intranet is the company’s self-contained computerized network that 
allows employees to share information and communicate with each other. 
This is not available to customers of TEC. It is also used by non utility 
operations of TECO Energy. 

3) Charges for newspaper ads which are part of TEC’s contract with the 
Tampa Tribune to produce the magazine Community ‘97. 

4) Change TECO logo at Cypress Gardens as part of Tampa Electric’s 
sponsorship and partnership with the theme park, 

5 )  Promotional costs associated with Tampa Electric’s Energy Technology 
Research Center (ETRC). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Along with displays and information on electricity related matters the ETRC 
also provides seminars on various non electric areas. Some of the non electric 
seminars offered are Food Manager Certification and Training Workshop, 
Introduction to the Internet, Medical Waste Disposal Systems, Managing & 
Motivating People, and seminars on the products of other companies. 

A scan of the seminar schedules for January - December 1997 showed that 
46 out of 75 (61.3?40) seminars offered did not appear to be related to TEC’s business. 

. . . .  1,100 

. . . .  1,470 

. . .  2,200 

. . 25,892 

Recommendation: The above advertising does not appear to be chargeable to the ratepayers. 
Commission Order No. 7046, Florida Gas Company, disallowed for ratemaking purposes advertising 
expenditures with no tangible benefits to the ratepayers. Order No. 7018, Southern Bell, held that 
the burden of proving reasonableness of advertising expenditures is on the utility. 
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STATE OF FLORIDA 
DIVISION OF RECOROS & REPORTING 

BLANCA s. B A Y 0  
DIRECTOR 
(850) 413-6770 

Commissioners: 
JULIA L. JOHNSON, CHAIRMAN 
J.  TERRY DEASON 

JOE GARCIA 
E. LEON JACOBS, JR. 

SUSAN F. CLARK 

June 18,1998 

Ms. Angela Llewellyn 
Tampa Electric Company 
P. 0. Box 11 1 
Tampa, Florida 33601-01 11 

Re: Docker No. 950379 - E1 - Tampa Electric Company 
Audit Report - Surveillance - 12 Months Ended December 31,1997 
Audit Control # 98-082-2-3 

Dear Ms. Llewellyn: 

The enclosed audit report is forwarded for your review. Any company response filed with 
this office within ten (10) work days of the above case will be forwarded for consideration by the 
staff analyst in the preparation of a recommendation for this case. 

Thank you for your cooperation. 

Sincerely, 

Kay Flynn 
KF/ABF 
Enclosure 
cc: Public Counsel 

Division of Audit and Financial Analysis 
Lee Willis 

CAPITAL CIRCLE OFFICE CENTER 2540 SHUMARD OAK BOULEVARD *TALLAHASSEE, FL, 32399-0850 
An Anirmath.e Actioflqod Opportunity Employer 

Intcmct E-mail: co~t.rtepsr.state.fl.us Public Service Commission Website: ars*Z.lcli.net 


