
MEMORANQUM 

February 17 , 1995 

TO : DIVISION RECORDS AND REPORTING (FLYNN) 

FROM: DIVISION OF AUDITING AND FINANCIAL ANALYSIS ( PELT) 

RE : DECLASSil'IED PORTIONS OP THE OB.IGINAL AUDIT REPORT 
DOCKET NO . 940620-GU - PLOB.IDA PUBLIC UTILITIES 
AODIT CONTROL NO . 94-300-4- 1 

The attached declassified portions of the original audit report 
are now public record and should be incorporated into the original 
audit report in Records and Reporting's custody . 

Cop~ea will be merged into the Division of Auditing and Financial 
Analysis' records. 
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Jaaaary so, 1995 

ROM: DIVISIOII or ADDITDC AIID fDIA.ICUL AIW.YSIS 
(PILT) ,p. TO: DIVIS I Oil OJ' UCO&DS AIID IUOI.!DO (rL11111) 

&1: DOCDT 110. 940620-GU -- nniiDA PUBLIC OTIU'liiS 
IA'll CAll AUDIT lUQID QIIDD. DDISI VAIJDIVU'S 
Jd'UAI.1' 30, 1995 "'IDITUL tn'l'll. 
ADDI'l COft&OL 110. 94-300-4-1 

/V-t-

----------------------------------------------------------------- -
Conf1dentla1 pages of tne audit report, one dl•katta, and working 
papers, Volu.e 9 of 9 are forwarded, pursuant to Rule 25-22 .006, 
F. A.C. Volu.ee 1-8 and tba ad.inistrativa sect ion for the working 
papers have bean filed .. uncl .. sifiad in DAPA filee . 

'nle audit nit conference vu held January 23, 1995. 

An attached 1-page index lieta all confidential papers and the 
diskette. 

Attach.anta : Confidential Docu.ent Index Q 1/1 "/ - 9-J-

cc: Legal 

Pagea of the Audit Report, Dated January 13, H95 c:? /// .$" · 9-.l 
Vorking Papers, Vol~ 9 of 9 

~o Ill b-"rS 

Mary Andrava Bane, Deputy Executive D1ractor/Tachnical 
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AUDIT otSCLOSI.JE 3 

SUBJECT: 

I. EXPENSE AMOUNTS 

ENVIRONMENTAL COSTS 

In Doc:ket No. 900151-GU, Order No. 24(54, Attachment 2, the 
~ doMd $239,600 In AmortizatJon of Environmental Clean 
Up Colts on the Income Stat.ntrt. 

Per G. Bachman tntlmony In this cue, the Commission allowed FPUC to recowr 
$240,000 per year for envlrorvnental expenaes In the last rata case over 
a ten year period. This wouJd be a total of $2,400,000. 

There la no statement In the order regarding the ten year period; or 
the total amount to be amortized. The Company states that thls was 
ditoussed at preheating conferences. 

A review of the Corf1)811Y's books showed a charge of $239,604 to Account 405 In 
1993 for Environmental costs. 

II. DEFERRED AMOUNTS 

·------------------
Per tastmony of G. Bectvnan, the total81tlmaled costs for 
E.nvironmental Clean Up are $7.5 miJBon dollata. 

The actual8lCp80Ses Incurred are included In Account 186 which ls a 
~rred account. These deferred amounts booked to Account 186 are 
Included In Working Capital and are as follows: 

1989 1,600.00 
1990 59,300.00 
1991 112,900.00 
1992 254.~.00 
1993 277,000.00 
1994 136,800.00 thru July 1994 

842,200.00 

The 13- month avorage includod In Working Capital for hlstorieal tost yoar ond 
December 31 , 1993ls $74,850.26. 

The yearly amortlz.atlon of $239,604 is a credit to Account 186. 
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AUDIT OISCLOSlft 9 - Continued 

III.INS~CE PROCEEDS 

According to the testimony of WIJUam Pence, the Company recently .. ." 
concluded eet:Uament negotiations wtih several Insurance carriers for 
envitomwntal cotta ar&lpated for the assesaement and remediation of the 
tour former MGP sites .•. •. The testimony states that the terms and 
conditions wlh the Insurance Corrpnln pnwnt FPUC from Identifying 
apecflic eaniers I8UJenw1t amounts, • ..• absent an order from the PSC to do 
ao.• The aettlement negotiations total approximately $4 mllllon. 

Per conversation with George Bachman, the total proceeds received thus far 
are $3,110,680.33 and are lnJcuded In account 1340.2. The first amounts ware 
not receiwd until February 1994; therwfore, they are not Included in Teat 
Year end 1993 Wol1dng Capital; and Will not be Included In Projected test 
year1996 because It Is interest earning. 

Company representative Gtat£1 i that further insurance proceeds are expected 
Match 16, 1995 and December 15, 1995 of $450,000 each. 

IV. PROCEEDS FROM OTHER UTIUTY COMPANIES. 
----------------------· 

There are four altaa that need to be cleaned up. They are West Palm Beach, 
Sanford, Key West and Pensacola. FPUC is the current owner of WPB and 
Sanford, and owned Pensacola and Kay Wnt at a prior time . 

FPUC is being held responsi:»le tor the Pensacola site clean up by the Florida 
Department of EnviromlentaJ Protection In the Northern area as a previous 
owner along with the present owner and two other prior owners. 

FPUC is voluntarily participating In the Kay West clean up as a previous 
owner along with the present owner. 

FPUC curranUy owns the Sanford Proprty. As explained by company personnel, 
FPUC was able to ldenflty previous owners. FPUC told the State OEP, but the 
State saJd they were not going to compel former owners to do work at site. 

This Is completely opposite of the Pensaoora site In which FPUC Is a 
prior owner, but ctill ls compelled by the State to participate In 
ttw. remediation. 

~ uplalned by Chuck Stain; there are two different offiCes of the 
OEP who are t.eli•'19 them what they should be doing. 

FPUC'a attorney, Bil Pence, exptalned tha1 FPUC filed suit against the four 
former owners of the Sanford alta. They are Florida Power and Ught, Florida 
PCN18r Corp., AtJantlc Gas Ught and City of Sanford. FPUC wants the four 
pnor owners to JMUtic._te in the on- ab and ground water assessment and 
remedlatJon of the property. Once the lawsuit was filed, the four companies 
said thll they were wilftng to aft down and discuss funding the oontarninatlon 
assessment report. No agreement was made regatding tho llablllty of the 
r8J"nedlatlon of the on- site and ground water remediation. 

-15-



AUDIT otSCLOSU£ S - Continued 

PreeerWty the f*tiet are waling for a ~,. to the Contamlnalion Aa•••lef't Report from the Florida Department of EnvironmentaJ Protection. 
The '"POf'M would elher 8Ccept the conlaminatlon aaeament or ask for 
h.l1her ~ ~that tma I mig hi be three to four years before 
~Is ~tatted on the Sanford lite. 

The Company hu lncJuded $2 .. 75 million In thelr estimate for the Sanford aile 
remediation. 

v. Sanford orr-st. nHneCtiation. 

Not Included ln the projeotlon of $7.5 rnlion for environmental coati II 
any COlt for the Sanford off-alta remediation. FPUC 11 taking the position 
with the Florida O.,.rtmenl of EnWonmental Protection that whatever 
occurred before FPUC bought the property lhould not~ FPUC'a llablllty. 
Should FPUC be responable for off-site remediation, BiU Pence. FPUC's 
attol'l'le)', lbdel that the amount could be upwards of $40 million. 

CONCLUSIONS: 

I. Recordllhould be reviewed to determine I the Commission In fact 
alowed $2,400,000 collii'8Cl0Yered over 10 years. 

II. and Ill The ~ Is estimating total clean ~ costs at $7.5 million; and 
Insurance ptOC:Mds at $4 miDion. This rasub In • Company cost of 
$3.5 mDJion. 

PI'IMnUy the ~ .-ppeara to be authorized to recovw $2,400,000. Even 
though there Is a cmerence of $1 .0 milflon in the company's net estlmated 
cost and the amount they ant naw recovering, they are not asking for more 
~ry. They ~tat. In Mr. Bechnw.n's testimony, that • .. Jt II far more 
appropriate to r8VMrN the actual expenses and Insurance collections In the 
Company'• next rate cue, ... • 

IV. Should the four patties dec1de to participate In the remediation u they 
have In the aaenment of the Sanford site, then the remediation of the on-site and 
ground water eltlmate of $2.75 million should be allocatd to all five 
parties; not just FPUC. 
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AUDIT OISCLO~ 4 

SUBJECT: PROJECTED ENVIRONMENTAL CHARGES 
I. PROJECTED ACCRl.ED INCOME TAXES (ENVIRONMENTAL) 
II. PROJECTED INCOME TAX EXPENSE (ENVlRONMENTAL.) 
Ill. PROJECTED EVNJRONMENTAL DEFERRED AOCOUNT 
IV. PROJECTED ENVIRONMENTAL EXPENSE 

STATEMENT OF FACTS: 

I. PROJECTED ACCRlA:O INCOME TAXES INClUDED IN WORKING CAITAL 

In MFR G-1(8-13),Une6,lheCo~yProjected 13- month average Accrued 
Taxes as folbwl: 

HlltorlcaJ 
TYE 12/31193 

Projected 
TYE 12/31,94 

Projec18d 
TVE 12/31/95 

------·------·----- ·---------------------
15,299.00 137,011 .00 141,164.00 

The~ projectld 1S-month average 1994 based on January thru AprU 1994 
Actual Tax. Accrued Ac::countt; and the Revenue wtth fuel factor of1 .1926 
applied to tt. '"'of 199S monthly balancet ln lhe Taxes Accrued Accounts 
to detai1TIIne May ttvough Oeeember 1994 Projeclted Accrued Taxes monthly 
bAlances. 

The abow amounts are the gu dlvtsion only. These are 48.40% o1 FPUC 

Contolld.red "*'· 
lnctudad In actual March 1994 FPUC consolidated Is accrued tax on Insurance 
~for the environmental clean up. Insurance proceeds from envlronmentaJ 
clean up are oplaJned In Audit Oilclosura S. Per Co~ pei'IOnnel the 
proceeds In Match 1994 ware $2,612,032. The federal and .tate Income taxes 
lnci'8U8CI $839,248 and $142,662, raapectlwly for consolida~. The Increase 
for gu wat $406,195 and $69,048 respectively. 

Company praparad projeded echedulet thow the amounts at follows: 
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Federal 48.40% State 48.40% Total 
Income tax Gu Income Tax Gu Gu 

t.Wch 1894 1,265.801.00 612,648.00 216,396.00 104,737.00 717,385.00 

March 1996 1,2J17 .446.00 627,964.00 221,808.00 107,355.00 735,319.00 
--- _______ , __________ , __ , ___ , _________ 

" lnct'N:Ie 2.6000% 2.5000% 2.5000% 2.4996% 2.49919% 

------------••••-----•••~•••••--c.••----•a,a-=-:•sn::;u::u:::a:u::nas 

II. PROJECTED INCOME TAX EXPENSE 

l'heoNticaly, an tiCCnalln Man::h 1994would cruta a debit to expente. However, 
the proJec:8d tax opetwe for envlonvnenlaJ In 1994 and 1995 In MFR G-2 (c-21) 
doH not Include upe.,.. for the edded evnlronmenlaleccrued taxes. 

The Cotrpnv calcua.t.d their projected Dpef\18 .. follows: 

1. The CofTopny ~the dlenmce between Projected Defend 
Envtronmental ~ December 93 to Oecetmer 94 and December 94 to 
Oecember05. 

2. The P~ Defend expenses went deducted from the Projec:tad Taxable 
Income~ TI.IC8t, Oepfac:idion and AmortJzation) to an1ve at Taxable 
Income. (l)eductlons do rot include dec:ts of Insurance proceeds. 

3. The cwr.nt tax c:aiculated Is baed on the taxabka Income In 2 above. 

Ill. PROJECTED EVNIRONMENTAL DEFERRED ACCOUNT 

The defen.d envlronmenlalexpense account (1860.0) pro!ectlon Included In 
working capital projects expenses and a credit to the account of $240,000 
per y.., u explained In Oisk:osure 3. 

IV. PROJECTED ENVIRONMENTAL EXPENSES 

Projeatad Envlronmertaf expense Is Included In MFR G-2 (c-18) In the 
amount ot $2,40,000 per year as explained In Olclaoure 3. 
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AUDIT DISCLOSI.R: 4 - Continued 
OPINION: 

I. The Ptojectlon for March 199511CCrued Income taxes should be baNd on 
the Match 19941ncome taxes IICCN8d without the effect of the 9nvlronmentaJ 
lneurance prooeeds u the envlroM18ntal proceeds are a noorecurrtng Item u 
uplained in Audit Ollcbaure 3 . 

The PSC ltd calculltlon of Match 1994 accrued Income taxes for 
ErnlironmentaJ proceeds ... follows: 

Accl'Uid Income Taxes - ·:r;:;:r;:a.,Wir'IW __________________ ; 

Federal 
Income tax 

48.40% 
Gas 

State 
Income Tax 

48.40% 
Gas 

Total 
Gas 

March 1994 1,265,801 .00 612,648.00 216,398.00 104,737.00 717,385.00 

839,246.00 406,195.06 142,662.00 69,048.41 475,243.47 
·-------------------------------------

Accrued Income 
Taxes without 
Environmental 
March 1994 

time•% 
lncreaso 

426,565.00 

1.025 

206,462.94 73,736.00 35,688.59 242,141 .53 

1.025 1.025 1.025 
--------------------------· ·--

Match 1995 

Taxes oer Co 
PrepSch. 

437,218.88 211,614.26 

1,297,446.00 627,964.00 

75,579.40 36,580.81 248,195.07 

221,808.00 107,355.00 735,.319.00 

Difference (860,227.13) (416,349.74) (146,228.60) (70,774.19) (487,123.93) 

Staff recalculated the 13 month averages for 1994 and 1995 (eee next page) . The 
adjustment to the Woridng Capital balallCe for Income Tax Accrued would reduce 
Accrued Income Tax liability In the amount of $36,5Q6.61 for 1994 and $37,470.62 
for 1996. 

II. It appears that the projected tax expense' did not Include the Insurance 
proceeds liability because the deducUons from taxable Income to calculate 
proj-.clled Income tax e)CJM!nae do not Include the effects of the Insurance 
procceda (MFR G-2 (C- 21 .) 
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e EXHJBrT TO AlOT OISCl.OLfE 4 

PROJECTED ACCRUED INCOME TAXES 

REVISED, MAAQ-1 1004 REVISED, MARCH 1994 

REV REV TOTAL 
FED 1/f GAS STATEI/T GAS GAS 

------------------------------
DEC 1993 99,801.00 48,303.68 16,798.00 8,130.23 56,433.92 
JAN 1994 247,301.00 119,693.68 41 ,998.00 ~.3'0.03 140,020.72 
FEB 1994 362,901.00 175,644.08 61,798.00 29,910.23 205,564.32 
MARCH 1994 426,565.00 206,462.62 73,736.00 35,688.22 242,140.84 
APRIL 1994 129,901.00 62,872.08 21,898.00 10,598.63 73,470.72 
MAY 1994 384,999.00 186,339.52 20,164.00 9,759.38 196,098.89 
JUNE 1994 203,7'24.00 98,602.42 (11,659.00) (5,594.56) 93,007.86 
JULY1994 288,160.00 139,469.44 2,872.00 1,390.05 140,859.49 
AUG 1994 222,090.00 107,491.56 (8,458.00) (4,093.67) 103,397.89 
SEPT1994 (3,008.00) (1,455.87) ({;2,922.00) (30,454.25) (31,910.12) 
OCT1994 40,919.00 19,804.80 (55,050.00) (26,644.20) (6,839.40) 
NOV 1994 99,156.00 47,991.50 (44,675.00) (21 ,622.70) 26,368.80 
DEC 1994 119,023.00 57,607.13 20,033.00 9,695.97 67,303.10 

TOTAL 2,621,522.00 1.268,816.65 76,633.00 37,090.37 1 ,305,907.02 

13-MOSAVG. 201 ,665.54 97,601.28 5,894.85 2 ,853.11 100,464.39 

13-MOSAVG. 
PER CO 266,213.00 128,847.00 16,869.00 8,164.00 137,011.00 

---------------
ADJT084 (64,557 .46) (31,246.72) (10,974.15) (5,310.89) (36,556.61) 

----------~~==~~acaa~eaawaaa•a=~••m~r.=3~K======•== 

TOTAL FEDERAL. AND STATE GAS • 36,556.61 
a..a••a•a--c:u:J 
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EXHIBIT TO AUDIT DISCLO~E 4 

PROJECTED ACCRUED INCOME TAXES 

DEC 1994 
JAN 1995 
FEB1886 
MARCH 1996 
APRIL 1895 
MAY1995 
JUNE1996 
JULY1B86 
AUG 1M 

REVISED, MARCH,1995 
REV 
FEDI(T GAS 

119;023-.00 67,607.13 
253,484.00 122,686.26 
371,974.00 180,005.42 
437,219.00 211,614.00 
133,149.00 64,444.12 
394,824.00 190,998.02 
208,817.00 101,067.43 
295~.00 142,966.18 
227,642.00 110,178.73 

REVISED, MARCH 1995 
REV 
STATEI~ GAS 

20,033.00 
43,048.00 
63,343.00 
76,579.00 
22,446.00 
20,668.00 

(11 ,848.00) 
2,944.00 

(8,669.00) 
SEPT1995 (3,083.00) (1,492.17) {64,496.00) 
OCT1996 41,94.2.00 20,299.93 (56,426.00) 
NOV1995 101,635.00 49,191 .34 (45,792 .. 00) 
OEC1996 121,999.00 59,047.52 20,534.00 

Total 
Gas 

9,695.97 67,300.10 
20,836.23 143,521 .49 
30,658.01 210,693.43 
36,580.24 248,194.23 
10,863.38 75,3iJ7.60 
10,000.31 201,001 .33 
(5,734.43) 95,333.00 
1,424.90 144,381.07 

(4,195JIO) 105,982.00 
(31 ,215..58) (32,707.75) 
(27,310.18) (7,010.26) 
("22,163.33) 27,028.01 

9,938.46 68,985.97 
-'----------------· ---~-·--

TOTAL. 2,703,789.00 1,308,633.88 81 ,364.00 39,380.18 1,348,014.05 

13-MOSAVG. 201,9B3.n 100,864.14 6,258.77 3,029.24 103,693.39 

13-MOSAVG. 
PER CO 274,155.00 132,691.00 17,507.00 8,473.00 141,164.00 

-------
NJJTOGS (66.171.29) (32,026.86) (11 ,248.23) (5,443.76) (3': ,470.61) 

~=~=-==c:-w=-==r==-=.:==-=n=:c:c=cre::=w:=.a.c::=::a:=..:: c-::::t:::r::=::::r:::z_-=::a=== 

TOTAL FEDERAL. AND STATE GAS • 37,470.62 
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