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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 Economic Regulation in its audit service request dated
January 5, 2011. We have applied these procedures to the attached summary exhibits prepared
by Tampa Electric Company (TEC) and to several of its related schedules in support of its filing
for the Environmental Cost Recovery Clause in Docket No. 110007-E1

This audit was performed following general standards and fieldwork standards found in the
AICPA Statements on Standards for Attestation Engagements. OQur report is based on agreed-
upon procedures and the report is intended only for internal Commission use.




Obijectives and Procedures

General

Definitions
The term "Company” used within this report refers to Tampa Electric Company.

Utility Plant in Service (UPIS)

Objectives: The objectives were to audit the capital investment project for Big Bend Unit SCR
and 3 other projects, determined by sampling procedures, among lines la through 1z on Form
42-7A: (i) verify that the investment is recorded in the correct plant accounts; (ii) reconcile the
corresponding UPIS/Depreciation 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 rates and ameortization periods are used in calculating the depreciation expenses
(line 8a).

Procedures: We reconciled UPIS per filing to the General Ledger. Staff examined a summary of
ECRC capital expenditures for 2010. We selected BB1 SCR, FGD Big Bend Units | & 2
projects, L7711, L7714, and L7716, PM Minimization project L8826 and Big Bend Unit 4 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 that exceeded ten thousands
dollars. The testing included tracing the amounts to vendor vouchers to determine if items
purchased were properly included as an ECRC investment.

In addition, we recalculated the CWIP-Non Interest Bearing (line 4, Form 42-8A) for the
following projects; BB1 SCR, FGD Big Bend Units 1 & 2, PM Minimization, Big Bend Unit 1
SCR, Big Bend Unit 2 SCR, and Big Bend Unit 3 SCR by adding beginning CWIP-Non Interest
Bearing (line 4, Form 42-8A) and Expenditures/Additions (line 1a, Form 42-8A) and deducting
Clearing to Plant (line 1b, Form 42-8A). Also, we recomputed the Return on Equity Component
and Debt Component (line 7, Form 42-8A) for the following projects: Big Bend Unit 3 FGD, Big
Bend Fuel Tank No. 1 Upgrade Big Bend Unit 2 Classifier Replacement, PM Mmimization and
Monitoring, Big Bend Unit 3 Pre-SCR, and Big Bend Unit 4 SCR by muitiplying net average
investment and interest rate for the equity component and debt component.




Using beginning and end of year UPIS balances by project and by account, we calculated
average UPIS 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 UPIS and no differences were noted.

Retirements

Objectives: The objectives were to 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)(b), 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”.

Procedures: We requested that the Company provide a schedule and supporting documentation
for all units of property replacing retired plant. We received and reviewed the journal entry that
supports plant retirements. We verified that the journal entry was correct by reviewing that the
Company credited account 101.00, Electric Plant in Service and debited account 108.01,
Accumulated Depreciation Expense Electric Utility Plant.

Objective: The objective was to verify the ECRC project-related plant additions, retirements,
and adjustments for the period January I, 2010 — December 31, 2010,

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

Onperation and Maintenance

Objective: The objective was to reconcile the Operation and Maintenance Expenses to the
general ledger for a statistical sample or a judgmental sample of the projects listed in Form 42-
SA.

Procedures: Using judgmental sampling, we traced selected Operation and Maintenance
Expenses for the projects listed in Form 42-5A. For the months of April, May, August, and
September 2010, we traced from a list of vouchers to the original invoices. The sample items
were taken from general ledger queries for ECRC accounts, sub-accounts and resource codes.
Nothing unusual was noted.




Other Issues

Objectives: The objectives were to audit the inventory balance of 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).

Procedures: We obtained inventory schedules for SO2 allowances for each month in the test
period. We traced SO2 allowance expense to SO2 emissions from allowances reports, co-
generation purchases reports and consumption reports. We prepared an inventory amount
schedule to include tonnage and dollars. Our calculation agrees with the Company’s calculation.
In addition, we traced the amount of SO2 expense account to working capital.

True-Up and Interest

Objective: The objective was to verify that True-Up and Interest were properly calculated.

Procedure: We recomputed the 2010 ECRC True-Up and Interest using the approved
recoverable True-Up amount per Commission Order PSC-10-0683-FOF-El and 30-day
commercial paper interest rates. No differences were noted.

Revenues
Objective: The objective was to verify the accuracy of ECRC revenues recorded in the filing.

Procedures: Using Kilowatt Hours (KWH)s for recoverable sales and Commission approved
ECRC rates, we recalculated 2010 ECRC revenues billed. We compared this balance to the
ECRC filing. We reconciled the ECRC filing to the general ledger and to supporting
documentation provided by the Company. We traced ECRC factors used to compute revenues to
Order No. PSC-09-0759-FOF-El. We reconciled the monthly revenue summary report to total
monthly KWH sales. Staff’s calculation agrees with the Company’s calculation.

Analvtical Procedures

Objectives: The objectives were to perform analytical review procedures; determine if there
were any material changes or inconsistencies from prior year filings.

Procedures: We compared 2009 revenues and expenses to 2010 revenues and expenses. We

reviewed the explanation given by the Company for the variances in revenues and expenses. No
further investigation is needed.

Findings

There were no findings for this audit
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