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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 23,
2021. 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. 20210034-EI.

The report is intended only for internal Commission use.



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.)

Backeround

Tampa Electric Company filed a petition for a permanent rate increase on April 9, 2021. 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 800,000 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. 20130040-EI, in Order No.
PSC-2013-0443-FOF-EI, Petition for Rate Increase, issued September 30, 2013. The order
established historical rate base and capital structure balances for the Utility as of September 30,
2013.

Objectives: The objectives were to determine whether the Utility’s 2020 historic year-end filing
in Docket No. 20210034-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, 2020.

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, 2013,
through December 31, 2020. We recalculated a sample of 13-month average balances for PIS
included in the filing. No exceptions were noted.



Property Held for Future Use (PHFU)

Objectives: The objectives were 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, 2020.

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, 2020. 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, 2020.

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, 2020. 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, 2020, and to recalculate the 13-month
average balance for AD as of December 31, 2020.

Procedures: We verified, based on a sample of selected AD accounts, that the AD is properly
recorded for the period January 1, 2013, through December 31, 2020, 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 the prior rate case 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, 2020.



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, 2020.

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, 2020.

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, 2020.

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, 2020.



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, 2020.

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.

Net Operating Income

Operating Revenue

Objectives: The objectives were to determine whether 2020 revenues are properly calculated
and recorded in compliance with the USoA and are based on approved tariff rates.

Procedures: We reconciled 2020 revenues to the general ledger. We reviewed Commission
audits of the Ultility’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 2020 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 2020 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 all utility advertising expenses, sample of 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. No exceptions
were noted.

Depreciation & Amortization Expense

Objectives: The objectives were to determine whether 2020 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-
EL



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 (TOTT)

Objective: The objective was to determine whether 2020 TOTI is properly recorded in
compliance with the USoA.

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

Income Taxes

Objectives: The objectives were to determine whether 2020 income taxes are properly recorded
in compliance with the USoA.

Procedures: We traced federal and state income taxes to the gencral 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

Analvtical 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 (2016 -2020) analytical review that compared the annual
percentage change and the 2020 over 2019 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.



Audit Findings

None



Exhibit 1:

Exhibits

Rate Base

Supporting Schedules: B-2, B-3, B-6

SCHEDULE B-1

ADJUSTED RATE BASE

Recap Schedules: A-1
Page3of 3

FLORIDA PUBLIC SERVICE COMMISSION

COMPANY: TAMPA £l ECTRIC COMPANY

DOCKET No. 20210034-8

EXPLANATION Provide a schedule of the 12+month average adjusted rate base for the test year, Ine prior year and the most
recent hislorical year. Provide the details of all adjustmenis on Schedule B+2.

Type of data shown:
Projected Test Year Ended 12/31/2022
Projected Prior Year Ended 12/31/2021
XX Historical Prior Year Ended 12/31/2020

(Dollars in DDO's) Winess: J. 5. Chronister/ A. S. Lewis! L. J. Vogt
I T @ ~ @ T@ e ® ) T wm @ gy
Accunmulated
Provision for Mel Fant Rant Muclear Fuel - el Working Other
Line Pant in Depreciation in Service cwiP Held For No AFUDC Wity Capital Rale Base Total
No. Service and Amortization (1-2) Future Use {Net) Plant Allow ance ams Rale Base
1
2 Uity Per Books. 9,982,782 H 3,287,157 H 6605625 $ 1,002 444 s 48,994 § - s 7,747,063 s 8438 § - § 7755502
3
4 Separation Factor 0.992208 0.994418 0,891123 0.996389 0.958419 - 0.991598 1.003498 - 0.991810
5
6 Jurisdiction Utikty 9,904,996 $ 3,268,808 s 6,636,188 § 998,825 H 46956 § - H 7,681,969 5 8488 . § 7,690,437
7
8 Commission Adjustments (627,430) (262,003) (335,427) (636,640) - (972,067) (9,301) . (981,367)
g
10 Company Ad \ = - c i = a
1
12 Total Adjusiments (627,430} (292,003) [335,427) (636,640) - (972,067) (9,301) - (981,367}
13
14 Jurisdiction Adjusted Uity 9,277,567 $ 2,976,605 s 6,300,761 § 362,184 H 46,956 § 3 6,709,802 S (833) § - $ 5,709,070
15
16



Exhibit 2: Capital Structure

SCHEDULED-1a COST OF CAPITAL - 12-MONTH AVERAGE Page 3of 2
FLORIDA PUBLIC SERVICE COMMSSION EXPLANATION Provide the company’s 13-month average cost of capital for the test year, the prior year, and historical base year. Type of data shown:
Projected Test Year Ended 12/31/2022
COMPANY: TANPA BLECTRIC CONPANY Projected Prior Year Ended 123172021
XX Hstorical Prior Year Ended 12/31/2020
Witness: J. 5, Chronister/ A. 5. Lewls
DOCKET No. 20210034-8 {Dollars in 000's) L.J. Vegt
r r r r r r r r r r
(&} 2 @ (&} (& © 4] (&) (&) a0 an 12
Conpany Cammon Purchased Pow er Jurisdictional
Ling Total Dwidends DT Specific / DIT Specific / Off-Batance Pro Rata System Jursdictional Capital Cost Weighted
No. Class of Capital Per Books Other 57D Provata ‘Sheet Cbigation A Adjusted Factor Struciure Ralic Rate Cost Rale
1
2 Long TermDebt 5 2531229 § - 5 i s - $ - 5 (323,486) § 2,207,756 0.881208 § 2,188,347 I262% A 68 1.53%
3
4 Shert Term Debl 368,691 {1,388) o ] (47 064) Iz n.em22s 318410 4.75% 1.12% 0.05%
5
& Customer Deposits 105,155 ] o 1] [13.438) 91,717 0991208 80,910 1.36% 23T 0.03%
7
8 Preferred Stock o ] o o [} 0.991209 0.00% 0.00%
]
10 Common Equity 3,387,269 {10y 1] a {432,858) 2,854 399 0.991208 2,928,428 43.65% 1025% 4.4T%
11
12 Deferred income Taxes 1,157,328 (461) 0 o {147,840) 1,009,027 n.gg1211 1.000,158 14.91% 0.00% 0.00%
13
14 Tax Credils - Zeio Cost o 1] o o Q 0.99120% D.00% - 0.00%
15
16 Tax Credits - Weighted Cost 211,482 () 1] o (27,023) 184,437 0.981209 182,616 2.72% T.48% 0.20%
17
18 5 7762133 § $ (1.877) § 5 - 5 (991,681) § 6,788 565 5 6,709,070 100.00% 6.26%
19



Exhibit 3: Net Operating Income

SCHEDILEC-1 ADJUSTED JURISDICTICNAL NET OPERATING INCOME Page 3 of 3
FLORIDA PUBLIC SERVICE COMMESION EXPLANATION Frovide the calculation of juisdicts net income for the tesl yaar, the prior year and the most Type of data shown:
recent historical year, Projected Test Year Ended 123172022
COMPANY ; TANPA BLECTRIC COMPANY Projected Prior Year Ended 1273172021
XX Hstoncal Frior Year Ended 12/31/2020
DOCKET Mo, 20210034-8 (Dollars in 000's) Weness: J. & Ch AL S, Lewis/ L. J. Vogt
L Lg r L L L L i
[} 2 (2 4 5 (8} i {8
Cormmwsian Company Adpsted
Nen- Total SJuris dictional Jun s dictionsl JuriEdictional
Line Account Account Total Company Bectric Bectric Jurisdictonal Amount A Al Amount
No.  Bumrber Hamre Par Bagks Lty (1)-12) Factor {3}ty [Schadule C-2) {Schedule C-2) {514{8)
1
2
3 Revenus From Sales $ 1,824,935 s = 5 1,824 536 1.000000 $ 1,824 936 5 (643781) s s 1,181,174
4
5 Orther Oper ating 24,361 - 24,361 0665754 16,218 32,053 - 48271
[}
7 Total Oper ating Revenues 1,849,267 = 1,849,297 1,841,154 (611,709) = 1,229 446
8
8 Other O&M 393,129 - 393,138 0884827 381,105 (42,370) = 348,735
10
1 Fual 416,483 - 416 463 1.000000 416483 (414,312 - 2150
12
13 Purchased Power 83,333 63,333 1.000000 83333 (83,327) 8
14
15 Defarred Costs (68.233) - (69,233) 1.000000 (69.233) 69,233
18
17 Depreciation & Amortization 338,046 = 338 046 0503373 335,805 (25,395) 310,410
18
19 Taxes Other Than hcome Taxes 160,497 - 160 457 0555426 159,823 (85.713) T4.210
20
21 ncome Taxes 66,285 {678) 66,954 0 985436 55,088 (7,054) 58,034
F
23 (Gain}iLoss an Disposal of Fant (27) (27) 0.892208 27} - - 0
24 Total Operating Expenses 1,388,501 (678) 1,388,179 1,383,357 (588 938) T84 418
25
26 et Cperating income § 460,796 5 G676 5 460118 § 457 788 3 (22:1‘70! 3 - 5 415,028
a7
28
]
0
n
2 (1} Non-Clause Recoverable Fuel - Pursusnt o FPSC Order No. 1454E, issued July 8, 1885 in Docket 158850001-8. certoin “types of fossi-fuel
a3 tated are more approp din the ion of base rates ” these nchde ransportation Betw een storages faciities or
34 generating plants, O&M expenses at generation plants of storage facliies such as unkading and fuel handiing, fue! procurement adminis trative
a5 functions and fuel addiives not blended with fuel or injected into the beder pricr to burning.
e
7
38
39 Totals may be sifecied due to rounding.
Supporiing Schedules: C-2,G-4,C-6 Recap Schedules: A-1
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