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OlJCKET NO . 900564-GU, VEST FLORIDA NATURAL GAS C«<tPANY, SECURITY 
ISSUANCE DURING THE YEAR OOING JUNE 30, 1991 

AGENDA: AUGUST 7, 1990 

CRITICAL OATES: NONE 

DISCUSSION OF ISsuE 

ISSUE 1: West Floridl Nitural Gas Co.pany (VFNG or Co.pany) requests Ca..iss1on 
authority to issue up to $1,500,000 in long-terll debt during the 12-•nths e~~!l9 
June 30, 1991 . This request is in addition to the $1,000,000 revolving line of 
credit the Company received authority fro. the Ca..isston to issue at the April 
17, 1990 agenda . 

RECQHHENOATION : Reca..end approval. 

STAFF ANALYSIS : The Co.pany seeks authority to issue long-tena debt 1 n the 
maximum principll ..aunt of $1,500,000 during the period covered by this 
application . The unsecured pra.1ssory note wnl be payable in equal •nthly 
installments of principal and interest calculated using a 10-year a.ortization . 
The note shall aature lt the end of the third year. 

The primary purpose of this issue 1s to fund the clean-up and disposil 
of coal tar by-products. In the •id-1950's, the Co.pany conducted a coal 
gas i f ication operation in Ocala, Florida. At that tiM, coal tar by-products were 
routinely stored on the plant site. This practice was not prohibited by the laws 
and regulat ions of the period . However, current Florida regulations require the 
cl ean-up and disposal of the coal tar by-products at the plant site. In Docket 
No . 871255-GU, the Ca.pany requested and was granted recovery of the estiaated 
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cle•n-up costs over a 10-year period. Attar ... nt 4 ts an esttute of the 
r~ining environ.ental clean-up expenses. 

In Order No. 22938 issued Mly 14, l qg(), the Ca.tssion approved the 
Co.piny' s request for authority to open a $1,001,000 revolving line of credit . 
The prtury purpose of this issue was to suppltMnt wor!(tng capital. VFNG did not 
include a request for authority to issue long-tera debt in thts application 
because at the ti.a it was filed the Co.pany did not anticipate it would need to 
incur any additional long-tera ftnanctng during the period covered by the 
appl icition. However, beuuse of new taxes on waste disposal in Alabau and South 
Carol ina which will take effect Septllber 1, 1990, the Co.pany elected to fully 
fund the clean-up and disposal of the coal tar by-products now and avoid having 
t o pay the additional tax. Therefore, the Co.pany found it necessary to file a 
second security application with the C011tsston for approval to tssue long-tera 
debt to pay for the envirr,n.ental clean-up expenses. 

The interest rati on the long-tera debt shall be ftxed for three years 
at the Sun Sink three-year cost of funds plus 250 basts points as deterained on 
t he date of closing. As of July 25, 1990, the interest rate would be 11 . 31~. 
Sued upon the COIIPany' s •st recent Surveillance Report, the lllbedded cost of 
long -ten. debt is 13.201. Sa.e current interest rates are presented tn Table I 
below: 

TABLE I 
BBB-rated Public Uttl tty Bond Rate 
90-Day Ca..ercial Paper Rate 
Pri• Rate 
Sun Bank Three-year Funds Rate 

9.8ft (1) 
7.901 (2) 

10.001 (2) 
8.81~ (3) 

It should be noted and fiiPhasized that Ca.tssion approval of the 
proposed issuance of securities by VFNG does not indicate specific approval of any 
r1tes . ter.s or conditions associated with the issuance . Such utters are 
properly reserved for review by the Ca.ission within the context of a pena1nent 
rate proceeding. It is reca..ended that the subject financing be approved 
subject to the Ca.ission's retention of the right to disallow any of the costs 
incurred for rate .aking purposes. Further, absent a clear da.onstration of the 
benefits and appropriateness to utility operations, Staff reca..ends the Company 
be rest r icted fr011 issuing i nstru.ants of guaranty or col htera11zat ion in 
connection with debt obligations or other securities to be issued by one or .are 
of its subs idiaries or affi liates . 

(l) MoodY'$ Pond Survey, July 9, 1990 
(2) Wall Street Journal , July 25, 1990 
(3) Sun Bank, Fl or ida Division of Corporate Banking, July 25, 1990 
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Attachlent 1 Construction Budget 
Attact.ent 2 Capital Structun 

Pretax Coverage Rat1Ls 
Current Cost of CQ1par1ble Securities 

Attachlent 3 Sources and Uses of Funds St1t111nt 
Attac~nt 4 Estt.ate of Envtron~~ntal Clean-up Costs 
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WEST FLORIDA NATURAL GAS CCIIPMY 
Construction Budget 

Fiscal Year Ending dune 30, 1991 

Mains 

Measuring &: Regulating EqUipment 

Services 

Meters 

House Replaton 

House Regulator IDitallatioos 

Office Equipment 

Data Equipmellt 

Vebidel 

Took 

~ Operated Equipment 

Other 

Total 
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A'fTACHHENT 1 

25,000 

324,000 

82,100 

200,150 

107,000 

49,000 

61,000 

49,000 

10,000 

12,400 

100,000 

15,300 

l.SOO 

23,0SQ 

SUWl,lOO 



NEST FLORIDA NATURAL GAS a..PMY 
.. 

Cao1tal Structure as of Qectlbtr 31. 1111 

Cao1ta1 Colponent 

eo-on Equ1ty 
Long-tera Debt 

s 9,036,561 
6.SQQ.310 

J JS,IH,I71 

Pretax Coverage Rattos as of Dtctlbtr 31. 1111 

Pretax Interest Coverage 

eo-parable <BBB> Ftnanctal Rattos: 

Pretax Coverage: 
Debt Leverage: 

Current eost of Cgeptr&blt Stcur1ttts 

BBB - Rated Publtc Uttltty Bond Rate 
90 - Day eo..trc1a1 Paper Rate 
Pr1• Rate 

Source : ( 1) MoodY'S 8ond Suryey, July 09, 1990 
<2> KalJ Street Journal, July 25, 1990 
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2.09. 

2.0 - 3.5x 
50 - 65'£ 

Ratto <I> 

58.16 
41.84 

ltMLOQI. 

9.891 (1) 

7.901 (2) 
lO.OOl (2) 



WEST FLORIDA NATURAL ~ CCMPMY 

Projected Sources and USes of F"uls Su~t 
Fiscal Year Ending June 10, 1991 

Souam of Fupda 

Funds Provided By Operations 

SunBank RewiYiD& Une of Credit 

Term Loan for EnviroamentaJ Oean-up 

Total Sources 

Uws(fpgk 

Dividends on Commoa Stock 

Total U.a 
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s !.~ooo 
s 519,414 

. s UOQ.OOQ 

s 3.fl?Al4 

s 1,060,100 

S 1,5S2,81S 

s %6,439 

s 400.000 

s 3.479.414 

AttAOtMENT 3 
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GSX SERVICES, INC. 

WEST FLORIDA NATURAL GAS CCJtPMY 

En v1 ron~~enu 1 ClHn•UP 
Estimate of Reu1n1ng Expenses* 

Excavation and disposal of contaminated soil 
12,000 tons at $121.50 per ton 

Clean backfill 
4,000 cubic yards at $9.S3 per cubic yard. 

S 1,4SS.OOO 

]8.120 

ENVIRONMENTAL OONSULTINO .t TECHNOLOGY, INC. 
CoDed and analyze sciJ borinp 1S,1SS 

Soil testina 16,000 

AKERMAN, SENTERFnT 
Anomey's fed · _ 2S,OOO 

TOTAL S 1,SS2.87S 
, . 

ATTAOffiENT 4 

• Actual costs wiD depeDd upon the e:11eat of cootamiDation, which cannot be 
ascertained untO ~ il UDderway. 
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