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DOCKET NO. 981039-GU - REQUEST FOR AUTHORIZATION, PURSUANT 
TO RULE 25-7.015, F.A.C., TO KEEP RECORDS OUT Of STATE, B~ 

CITY GAS COMPANY OF FLORIDA. 

AGENDA : ll/17/98- REGULAR AGENDA PRO!:'OSED AGENCY ACTION 
INTERESTED PERSONS MAY PARTICIPATE 

CRITICAL DATES: NONE 

SPECIAL INSTRUCTIONS: NONE 

FILE NAME AND LOCATION: S:\PSC\LEG\.-,'P\981CJ39.RCM 

CASE 8ACitGROUNP 

~ursuant to Rule 25-7.015, florida Administrative Code, City 
Gas Company of florida, an operating division of NUI CorporaL1on 
(NUl/City Gas or Company), filed a Request for Authurization to 
Keep Records Out-Of-State on August 17, 1998. ~lUI/City Gas 
observed in its filing that Rule 25-7.015, florida Administrative 
Code: 

[A)llows a ut1lity to keep records out-of-state when so 
a uthorized by the Florida Public Service Commission. The 
Rul e also provides that such records shall be open for 
inspection by the Commission, ar.d t hat any utility 
authorized to keep its records outside o f the ~tate shall 
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reimburse the Commission for its reasonable travel 
expenses for any out-of-state audit. 

NUl/City Gas stated in its request that it is undergoing 
organizational restructuring designed to improve efficiency. As d 

part of this reorganization, the Company has centralized all 
accounting and bookkeeping functions for NUl's various operati~g 
d1visions "so that these functions will no longer be performed at 
the location of the operating divisions." (Request at 2) NUI/City 
Gas' Request asserts that the bookkeeping and accounting functions 
will now be performed at NUI headquarters in New Jersey. According 
to the Request, Commission approval of the Request would result 1n 
permanent remo~al of these records from Florida to New Jersey. 

DISCQSSIQH OF ISSQIS 

I~SUI 1: Should City Gas Company of Florida, a Division of NU I 
Corporation, be ordered to show cause why it shou:d not be fined 
for apparent failure to comply with Rule 25-7.01•, Florida 
Administrative Code, in that it removed its records from flor1da 
before seeking authori~ation to do so? 

RECCHiiNDATXQN: No. Even though City Gas Company of flurida' s 
records were moved to NUl's New Jersey home offices before City Gas 
sought permission to do so pursuant to Rule 25-7.015, florida 
P..dministrative Code, staff believes that a show cause order should 
not be issued. (JAYE, VANDIVER) 

STAFF ANALJSIS: Staff learned that NUl/City Gas had moved relevant 
records regarding checks and billing information to its ~ew Jersey 
office without first seeking permission of the Commission t0 do so 
as r~quired by Rule 25-7.015, Florida Administrative Code. The 
rule was enacted to ensure that records would be avai lablt:: to 
Commission audit staff in carrying out required audits 0f regulated 
companies. 

Commission audit staff has found it increasingly 1ifficult to 
aud1t City Gas from the Hialeah location, however, the one audit 
·~unducted of the parent ccmpany' s records in New Jersey by 
':ommission auditors was successful. Staff believes that, because of 
the reorganization of City Gas under its parent company, NUI, 
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future audits can be successfully conducted in New Jersey at City 
Gas Company's expense. 

In its Request City Gas as~erts that: 

Improvements in efficiency, and resulting cost savin~s 

will be achieved if NUl Corporatior. is able to keep the 
records of its rlorida, North Carolina, Maryland, 
Pennsylvania, New York, and New Jersey operating 
divisions at a single, central location. 

'ity Gas assures the Commission that all records w1ll be: 

open for inspection by the Commission, and ~he Compa~y 
will provide reimbursement for all travel expenses 
incurred by the Commiss1on or its authorized 
representatives to inspect records or perform out-of­
state audits. Past audits c~nducted by Commission Staff 
at NUl headquarters in New Jersey under this procedures 
have proven expedient and satisfactory to the Company and 
Commission Staff. 

By virtue of this petition, City Gas has sought to comply w1th 
the requirements of Rule 25-7.015, Florida Administrative Code. 
City Gas/NUl appears to have violated Rule 25-7.ClS(l), Florida 
Administrativ~ Code, by failing to obtain the permiss1on of the 
Commission before moving its records out of state. While we have 
no reason to believe that the utility intended to violate this 
rule, utilities are charged with knowledge of Commiss1on rules and 
statutes. rurthermore, "[i]t is a common max1m, familiar to all 
minds that 'ignorance of the law' will not excuse any person, 
elther civilly or criminally." Barlow v. Unlted States, 31 u.s. 
404, 411 (1833). Pursuant to Section 366.095, Florida Statutes, 
such action is "willful." ~Order No. 24'306, issued April 1, 
l991, in Docket No. 890216-TL, In Be: Iovesqgation into the Proper 
Appl1cation of Rule 25-14.003. F.A.C .. Relating to Tax Savings 
Refund for 1988 and 1989 for GTE Florida. Inc.. In that Oruer, the 
Commission, having found that the company had not intended to 
v1olate the rule, nevertheless found it appropriate to order it to 
show cause why it should not be fined, stating that "'willful' 
1mpl1es ar1 intent to do an act, and tr.is is distinct from an intent 
to violate a statute or rule."~ at 6. 

In this case, as soon as staff brought Rule 25-7.015(1), 
Florida Administrative Code, to City Gas/NUl's attention, th•~ 
c-ompany immediately filed for permission to move its recotds u\lt "! 
state. Staff does not believe, therefore, that the v1ol,H ion ,,f 
Rule 25-7.015(1), Florida Administrativ0. Code, rises to the level 
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of warranting initiation of a show cause proceeding. In addit1on, 
one purpose of ·show cause actions is to ensure compliance with 
Comm1ssion rules. By the filing of its request in this docket, the 
utility has complied with the Commission's rules. Therefore, staff 
recommends that City Gas/NUI not be ordered Lo show cause for 1ts 
apparent violation of Rule 25-7.015(1), Florida Ad.mintstrative 
Code. ~Order No. PSC-98-1388-FOF-WS, issued October 15, 1998, 
1n Docket No. 971456-WS; and, Order No. PSC-98-1432-FOF-WS, issued 
October 23, 1998, in Docket NO. 980972-WS. 

Based on the utility's assertions, staff believes that the 
problems its auditors have had in the past jn retrieving records 
needed from New Jersey to perform audits in Hialeah have been 
corrected. City Gas and NUI staff met with r.ommission staff and 
outlined how the recent reorganizat1on of NUl ~ill lead to better 
communications between staff and the company. NUl stated in its 
pet. it ion that it welcomes staff a''di tors to come to New Jersey to 
perform audits at NUl's expense as contemplated by Section 
366. 05 (11) , Florida Statutes and Rule 2 S-7. 01 S, Flon da 
Administrative Code. 
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ISSUE 2: Should the Commission authorize City Gas to keep its 
accounting records out-of-state? 

STAFf RICOtiCINPJ\IIOII: . Yes, the Commission should approve City Gas' 
request to keep its records out-of-state. (Var.diver) 

STAFF MALXSIS: Rule 25-7.015dl, Florida Administrat1ve Code, 
states "all records that a utility is required to keep, by reason 
of these or other rules prescribed by the Commission, shall re kept 
at the office or offices of the utility within the state, unless 

then.,rise authorized by the Commission." In the t1l1ng tor th1s 
dc;cket, City Gas states that 

as part of a reorganization pror.ess designed to improve 
efficiency, all accounting and bookkeeping func~ions for 
NUl's various operating divisions have been 
centralized .... These bookkeepi1.g and accounting functions 
will be performed at NUl headquarters in New Jersey. As 
part of this process, NUl Corporation, upon receiving 
Commission authorization, plans to keep the records of 
City Gas Company of Florida at its corporate headquarters 
in New Jersey. 

The utility states that combining its record k~epino for Flor1da, 
North Carolina, Maryland, Pennsylvania, New York, and New Jersey ir. 
a single location will improve its efficiency and result 1n cost 
savings. 

Staff notes that the utility has already moved 1ts durida 
records to New Jersey. The past few audits for the purchased gas 
and energy conservation cost recovery clauses have documented th1s 
crange. The utility estimated that the annual cost 'iavings of 
moving its records to New Je··c;ey at $177,172.00. While staff has 
not verified this estimate, staff agrees that, 1n princ1ple, 
centrali:ation 0f records should result 1n improved eff1c1ency ar•d 
·~ust savings. 

Section 366.05(11), Florida Statutes, states that the 
"commission has the authority to assess a public utility for 
reasonable travel costs assoc!3ted with rev1ewing the records of 
the public utility and its affiliates when such records are kept 
out ot state," Florida Statutes. Rule 25-7.01~ 1 2), Florida 
Administrative Code, further defines reasonable travel expenses a~ 
"those travel expenses that are equivalent to travel expenses paiti 
by the Commission in the ordinary course of its business." 
Subsection 366.05(11} (a), Florida Statutes, also states that the 
"utility shall remit reimbursement for out-of-state travel expenses 
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with.:.n 30 days from the date the Commission mails the invoice." 
The utility's filing confirms the utility's awareness of this 
statute and rule by stating that the utility will provide 
reimbursement for all travel expenses incurred to inspect records 
or perform out-of-state audits. The utility further states that 
"past audits conducted by the Commission Staff at NUl headquarters 
1r. New Jersey under this procedure have proven expedient and 
sat 1sfactory to the Company, and Commission staff." Commission 
staff ~as not had the same expedient and satisfactory experience 
the Company describes, however, staff has met with officials of the 
company and has received their assurances that positive change 1s 
1n the offing. The utility also states its belief that the cost 
savings from centralized record keeping will offset the utility's 
reimbursement of Commission travel expenses. 

The audit staff has only visited the New Jersey site once to 
c':':-~duct an audit. That audit was to review the parent company 
allocat1ons and was prior to the local City Gas records be1ng moved 
to New Jersey. Therefore, while the objective uf that audit was 
sl1ghtly different, its success may ~rove indicative of the New 
J~rsey staff's willingness to cooperate upon personal audit visits. 

The recent trouble the auditors have experienced primarily 
stem from the records being in New Jersey and the City Gas contact 
person and the Commission auditors in Hialeah. Communications 
between the auditors, the local contact person and the New Jersey 
staff have prolonged even simple audit requests. When staff 
suggested that they travel to New Jersey tc complete the audit, 
they were strongly discouraged from doing so. In the rec.::en t 
meet1ng between utility representatives and Commission staff, the 
ut1l1ty expressed the commitment to staff that this would not 
happen in the future. 

Staff believes that City Gas has corrected some prGblems and 
is working to correct other problems which led to difficulties in 
perf arming PGA audits of City Gas. These di ff icul ties included 
1nab1lity of staff to get the appropriate informat1on from (ity Gds 
1n a timely manner and one instance of being discouraged from 
c0ming to NUl headquarters for an audit. 

The ut1lity met with staff and described its new organ1z~tion 
_·t,e:rt and identified a spec~fic individual to interdct w11 t1 t !Jt' 

-1 _1:=1.:.tcrs ar:d described the other individuals who could provide 
:~.:.•rrn.1t J(•n tc :naff dur1ng an audit. The utility and staff 
L ,_ .. u~~el.) ~taff' s expectations for response time to staff requests. 

MosL aud1ts will have an introductory two week notice before field 
work begins. The auditors will identify at the beg1nning of the 
• wr: ··,eeks the documents that the utility should prepare for the 
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start of field work. After the two week notice period, most audit 
requests should have a quicker turn around time, based upon the 
type of request. These response times may be more immediate for 
verbal requests to describe or reconcile a document to 
approximately three days for providing copies of invoices. The 
u t iJ i ty agreed that these would be reasonable time frames. The 
utility representatives also agreed that they would make sure that 
ut1l1ty staf~ in New Jersey and Florida understood the priority to 
be placed on responding to staff's audit requests. 

Based on the utility's assertions, ~taff believes th~t the 
problems its auditors have had in the past in retrieving records 
r:·.:eded from New Jersey to perform audits in Hialeah have been 
corrected. City Gas and NUI staff met with Commission staff and 
outlined how the recent reorganization of NUl will lead to better 
communications between staff and the company. NUl stated in its 
petition that it welcomes staff auditors to come to New Jersey to 
perform audits at NUI's expense as contemplated by Section 
366.05{11), Florida Statutes and Rule 25-7.015, Florida 
Administrative Code. 

Therefore, staff recommends that the Commission authorize City 
Gas to keep its records out-of-state. Staff agrees that the 
centralization of the records should result in i~proved efficiency 
and cost savings. Because the Commission rule requires the utility 
to reimburse the commission for reasonable travel costs assuciated 
w1th reviewing the records kept out of state, the Comrniss1on should 
not be substantially affected by this change. 
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ISSUE 3: Should this docket be closed? 

RICOMMINDATIQN: Yes. This docket should be closed if no person 
whose substantial interests are affected by the propose~ action 
files a protest within the 21-day protest period. (JAYE) 

STAFF ANALYSIS: This docket should be closed pursuant to Rule 2~-
22.029(4), Florida Administrative Code, which states thrlt any 
person whose substantial interests are affected by the proposed 
agency action shall have 21 days after the i~suance of the Order to 
file a protest. If no timely protest if filed, the docket should 
be closed. 
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