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OFFICE OF AUDITING AND PERFORMANCE ANALYSIS 
AUDITOR’S REPORT 

April 8,2010 

TO: FLORIDA PUBLIC SERVICE COMMISSION 

We have performed the procedures enumerated later in this report to meet the agreed upon 
objectives set forth by the Division of Economic Regulation in its audit service request. We have 
applied these procedures to the attached schedules prepared by Tampa Electric Company 
(TECO) in support of its filing for Environmental Cost Recoveryin Docket 100007-EI. 

This audit was performed following general standards and field work standards found in the 
AICPA Statements on Standards for Attestation Engagements. This report is based on agreed 
upon procedures and the report is intended only for internal Commission use. 
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OBJECTIVES AND PROCEDURES: 

Objective: Verify all negative depreciation expense amounts reported by TECO for any of its 
Environmental Cost Recovery Clause (ECRC) projects regardless of whether the 
negative depreciation expense amount is shown or noted on Form 42-8A of the 
company filing. Review TECO’s justification for each negative depreciation 
amount including applicable company workpapers. 

We requested that the company provide instances of negative depreciation 
recorded during the audit period. The Company responded that there was no 
negative depreciation for any of the ECRC projects in 2009. Also, we reviewed 
the filing and we did not find any negative depreciation. 

Procedures: 

Objective: Audit the capital investment project from Big Bend Unit 3 SCR and 3 other 
projects, determined by sampling procedures, among lines l a  through lz  on Form 
42-7A: (i) verify that the investment is recorded in the correct plant accounts. (ii) 
reconcile the corresponding Plant-in-ServiceDepreciation Base (line 2, Form 42- 
8A); (iii) verify the calculations of the CWIP-Non Interest Bearing (line 4); (iv) 
verify that the most recent Commission approved depreciation rate(s) and 
amortization period(s) are used in calculating the depreciatiodamortization 
expense (line 8A, 8B).Verify that dismantlement expense (line 8C) is not included 
in depreciatiodamortization expense (line Sa and line 8b). 

Procedures: We reconciled Plant In Service (PIS), per filing, to the General Ledger. Staff 
examined a summary of ECRC capital expenditures for 2009. We judgmentally 
selected various projects for further analysis. This analysis included the 
examination of selected company expenditures. The expenditures were extracted 
from the general ledger using queries. The queries listed all capital expenditures 
for designated FERC account numbers, and resources applicable to ECRC. 
Several items were selected for testing based upon the dollar amount. The testing 
included tracing the amounts to vendor vouchers to determine if items purchased 
were properly includible as ECRC investment. 

Using beginning and end of year PIS balances by project and by account, we 
calculated average PIS for the year and applied PSC authorized depreciation rates 
(Order No. PSC-08-0014-PAA-EI). We compared the resulting computation to 
the depreciation expense recorded by the company. The company calculated 
depreciation expense based upon the monthly average of PIS and no differences 
were noted. We determined that no dismantlement expense is included in 
depreciation expense. 
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Objective: 

Procedures: 

Objective: 

Procedures: 

Objective: 

Procedures: 

Objective: 

Procedures: 

Objective: 

Procedures: 

Verify that where an ECRC project involves the replacement of existing plant 
assets, the company is retiring the installed costs of replaced units of property 
according to Rule 25-6.0142(4)@), F.A.C. [Book cost of retirement shall be 
credited to plant and debited to accumulated depreciation; cost of removal shall be 
debited to accumulated depreciation]. 

We requested that the company provide a schedule and supporting documentation 
for all units of property replacing retired plant. We determined that there was no 
replacement of existing plant for any of the ECRC projects in 2009. 

Verify the ECRC project-related plant additions, retirements, and adjustments for 
the period January 1,2009 - December 3 1,2009. 

We tested a sample of ECRC project related plant additions for proper amount, 
account and period. There were no retirements or adjustments. 

Verify calculations of the monthly depreciation expense offsets required by Order 
No. PSC-99-2513-FOF-E1 to adjust ECRC costs for retirements and replacements 
recovered through base rates. 

We determined that all ECRC Plant that was projected to be placed in service as 
of December 3 1, 2009 was removed in rate base consideration in TECO Docket 
No. 0803 17-EI. No adjustment is necessary. 

Reconcile the 0 & M project expenses to the general ledger for a statistical 
sample or a judgmental sample of the projects listed in Form 42-5A. 

Reconcile actual O&M project costs for a statistical sample or judgmental sample 
of the O&M projects listed in Form 42-5A. 

Using judgmental sampling, we traced selected O&M costs for the projects listed 
in Form 42-5A. The sample items were taken from general ledger queries for 
ECRC accounts, sub-accounts and resource codes. Nothing unusual was noted. 

Audit the capital project SO2 Emissions Allowance. Verify the investments, the 
inventory (tonnages and dollars), the expensed amounts (tonnages and dollars), 
and the amount included in working capital (line 2, Form 42-8A). 

We obtained inventory schedules for SO2 allowances for each month in the test 
period and selected six months (April, May, July, August, October, and 
November) for testing. We traced SO2 allowance expense to SO2 emissions from 
market based sales, co-generation purchases and consumption. We prepared an 
inventory amount schedule to include tonnage and dollars. Our calculation agrees 
with the company calculation. 
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Objective: 

Procedures: 

To verify that True-Up and Interest were properly calculated. 

We recomputed the 2009 ECRC True-Up and Interest using the approved 
recoverable True-Up amount per Commission Order PSC-09-0709-FOF-E1 and 
30-day commercial paper interest rates. No differences were noted. 

Verify the accuracy of recoverable revenues recorded in the ECRC tiling. Objective: 

Procedures: Using KWHs for recoverable sales and Commission approved ECRC rates, we 
recalculated 2009 ECRC revenues billed. We compared this balance to the ECRC 
filing. Staffs calculation agrees with the company calculation. 
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