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COMPANY: FPUC - ELECTRIC 
FERNANDI NA AND MARIANNA 

TITLE; REVIEW OF D&T WORKPAJ?ERS 
PERIOD: YEAR END 12/31/99 
DA'l'E: MAY 18, 2000 
AUDITOR ; RKY 

WP NO. 9 

Analyt~ca1 Procedures 

No risks identified in the analytical revi~w procedures. 

Income Statement - r ncom~ 13xes incr eased 15 . 5% - Tickmark J 
Explanation is th6t t he increase is direc tly affected by net 
income. Income inc r eased among other I: eaSons (1) increase in 
Flo- Gas Customer Base, increase in Area Expansion Program 
interest, and increased i n envi r onmental fund i nterest . 

Cash and Cash Equivalents increased 50 . 4% - Tickmark f 
Increase i s due t o t i ming i ssues o f ca s h flows. D.T noted no 
s tock issuances nor sales o f property dur i ng current yea~. 

Allowance f or Doubtfu l accounts increased l4.9%- t i ckmark 9 
Mainly ~ttributabl e to allowance for bad debt fo r one speci fic 
customer ( Leh i gh).~ 

Management Lette r 

Company will adop t SFAS 133, Accounting tor Deriva t ive 
Instruments and Hedging Act~ities fo r t he fi r st quarter fye20 01. 

Requested cop y of fPUC management ~ep letter to D&.T. 9 ~fJ - It> 

computer Processing Environment - Gene r al Compute r Controls 
appear to have oper ated effectively t hroughout the i ntended 
p eriod of re li a.nc;~ and the.t e!or e s upport re l iable processing of 
f inancial information within r elated busine ss cycles . 

Testing of Cash 

Ban k Confirmations show no discrepanc1es . 

Tes ting o f Rec~ivahles 

Confl.rrnations to customers show no d iscrepancies . 

(x-ref 01V3&' --00)
Q.OCU~ENT N UM.1~R - OAT r 
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Testing of Billing System - There were no changes to the billing 
system in 1999. 

Inventory Adjus tment - Affects Working Capital 
D&T j ourna l entry f o r Expected L055 

Account No. 
Loss 160.3 74,344 
I nv . 114 . 1540.1 33,349 
I nv . 115 . 1540 . 1 15,750 
Inv. ]21.154 0.1 (233 ) 
Inv . 123 . 1540. 1 19,670 
Tn. 126 . 1540 . 1 5, 608 

Company journal entry no . 31. Period 12 . 

Prepaid EXPQnsQs - Affects Working Capital 

obtain copy of D& T wp 5510 and 5570 wqich is an analysis of 
prepaiq ?c~ountsn~_ use~~or~Dr king cap ital analxsj~ A~JI 
~14 (o?U~ LVc.. ~ w.Jl'uJ ~ 1J P IT T (}):;;;:'tJT' {;J~~W<Y 
Unbilled Revenues - D&T t ested unbilled revenues. D&T determinecl 
t hat t here was no change in FPUC's method of calculating unbilleri 
revenues in 1999 and that t he bill i ng cycle had not ch~nged in 
1999 . Also, the method of billing the cus tomer s d id not ~hange. 
Bas ed on the above , D&T tested unbi11ed ~evenues analytically. 
Comparison of 1999 with 1998 appears to be reasonable. 

PGA INFOm.tATION 

Over/Underreeoveries a r e booked (cred ited/debited t o 1860.21, 
Mi se Def-Dr . Underrec GasH and 401. 60 41 Under Recovery Purchased 
Gas. The over / under of purchased gas costs is refunded o r 
co llected in the subsequGnt period. However, unlike e lec tric 
whi~h use~ th~ actu~ l t rue up provi~ion for the 12 month period 
and co llect o~ r e fund that amount in the next 12 month period , 
gas wi ll r efund or collect in the next one ear period based on ~ 
factor Wh i Ch uses t wo months act ua l and 4 mon t hs e sL imated {1st 
half of pervious year.} pl us two months actual and 4 months 
estimated (2nd hAlf of year . The ovor /under r ecove r ies a r e no 
longer kept in dis t inct separate pe riods fo r the purpose of 
col lecting or refunding . 

PROPERTY - ADDITIONS, RETIREMENTS AND DEPRECIATION 

D& T performed substantive testing of plant additions and 
ret i I:ements and concluded t.ha t there were no di~crcp"'nciez (or 
additions or r etirements_ 
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DEPRECIATION - D&T performed detail t~ sting of both Ma ri anna and 
fernandina . Obtain work paper 5 690 . D&1 de t ermined tha t 
analytical t es ting would be the me thod of choice . . R~ te waS 
determined by div i ding pr i ur year 's actua l depreclatlon expense 
by the pr ior year's average property bal ance . Rat e appears 
r easonable and no adjus t ments to depreciat ion ra t es in the 
current yea r \-lere made e.xcept for Fernandi na Beach. Fernanadina 
Elec tric had a deprecia tion r ate chan ge e f f ective January 1, 
1999 . D&T says t he ra t e did not change thei r testing . We neerl 

to de t ermine whether the new rates were in effect and hapha zardl y 

check months fo r r ecalculation . ~. ~ f\:....,cr.,~- V-J f 


LIABILITIES 
Affecting Wo rking cap i tal 

Pay roll payable - D&T performed an analytica l review of the 

liabi l lty and determined that the accrua l was wi th i n t heir 

threshold of expec tancy . 


Accounts payable - D&1' exam.tned subsequent payments t hrough the 

l ast day o f fieldwork to determine if payments we r e pl:"oper l y 

included or excluded form the 12/31/99 accounts payable deta il. 

They determined that t h ere were not items that d i d not belong t o 

1999 . 


Customer Deposits 

I n order to t est for potentia l understatement , D&T per f ormed 

substantive analytic procedure~ to test f l uctuat ions i n cu~tome r 


deposi ts. An expectation of customer deposits at 12/31 / 99 was 

deve l oped based on the average d eposi t per customer noted in th,~ 


prior years and applied to total cus t omers at year end . Balanc0 

was withi n O&i e xpectations. 


Accrue ci. Taxes - Substantive ana l yti c a l procedures were performed . · 

Medi ca l Insurance tes t ing-

Medical Health Insurance Reserve. D&T expect~tion is based on I I 


months average cost s over the past three yea rs . ThreR months 

l: epresents i ndust r y aver.age of cl a ims outstanding at: any point 
.1 \ 

time . Approa ch con s is tent with p r.ior year. Recor ded Medical 
S~ lI IU!:iU1.l:!nce A.ccr ua l 2 42 ,8 12 . O&T notes . Pe r discussion wi tl : 
Jack Br own, 0&'[, changed i ts h ea l th insurance policy during FYE 
1999 , The n~w policy ne / B.S costs mCl l""~ t h e.n t.hP.' prp.vious p olic y. 
The c lien t has conservat i vely accrued an extra amount t o cover 
tte increased costs of the new policy . D&T says the accoun t du' 
no t appe~r to c urder5tat~d . 
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Accrued I nsu r ance 

Accr ued Li ability for self insurance is determined by D&T Actuary 
as of l2/31/99 . In addi tion updated l oss schedules t hrough 
12/31/99 are provided to the actuary during fina l f i e ldwork . D& T 
evaluation is as f ollows : 

Reasonable range for. the' cove rage reviewed i s between 4435 ,00 0 
and $869 , 000. The company tentative held r eserve as of September 
3 0 , 1999 is 966 ,7 66. In Dec 98 FPUC ' s reserve was 149 , 00 above : 
t he high end of D&T estimated range . I n Dec99 , FPUC 's reserve is: 
87,000 above the high end . 

Storm Damage Reserve- Storm damage reserve account is reasonable 
compared to the prior three yeaL per D&T. Used analytical 
pr.Qcedures t o detel:mine this . ~. 

No post r e t irement life b@tlef i t .s are accrued at 12 / 31/99. D&T 
performed procedures to satisfy thems e l ves t tlat none are 
necessary . 

Accrued Env ironmental Costs 

Accr ued Environmental Costs at 12/ 31/99 are $5 ,004,067. The 
foll owing is an explanation' by D&T . This r epresents the sum of 
p r evious accruals vlu~ insurance p~oceeds that have been 
received , less expenditures p r evious l y incurred . Due to the 
uncertainty of future costs and the fact that any excess accrual 
af t er cl~an-up i s completed wou ld likely be re funded t o customers 
by the FPSC, it appear.s that the c l ient should not write down 
t h i s a ccount balance as any excess i s essent ially a probab le 
regulQ t ory liabili ty , 

Revenue Testing - D&T tested r evenues for unde r stat ement by 
performing analytical procedur e s . The elec tric , gas , and water 
divisions were tested separately. An average was determined by 
dividing t he prior year base revenue by the pr ior year units 
sold . The prior year average per uni t was then mult i plied by the 
number of units sold through 9/30/99 to determine expect ed 
revenue . There was a difference for t he 18rge manufacturing 
C stomers for Marianna. 

A.cco'Cding to Michelle Napi e r, Accounting Manager , this was a 
refund to customers of $70 , 000 ~ June owl $1 5 , 000 in December . 
Look tnto this l:'efund . \..V I' "I "~ 

Expense Testing - D&T analytical review s howed that the cost of 
f uel of Fernandina electric was lower t han expec t ed for 1999 and 
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that tbe cost of purch~sed gas was hi ghe r than expected fo~ 1999. 

Test of electric invoices for 12 months for Fernandina Electric 

agrees wi th the cost for 1999 actually incurred on the books . 


D&T per f ormed detailed tes t ing of the gas i nvoices . Request 

sp:coadsb.e~ t and included wi th PGA audi t. 9-~ 

Board of Di rectors ~nu~es included with D&T work papers. 


March 2. 1999 - Audit Cqmmittee 
The select i on of an audit firm for the 1999 audit t ableo 

until the June 1 meeting . 

~rGb 2 , 1999 - Special Directo r s M~et in~ 
. Cornmon and Prefe rred Stoc k Dividends Declared to holders as 

of March 12, to be paid April 1 . 

.Candidat es fo r t he board of directors were appr.oved. D&T 
report for 1999 was reviewed. D&T arrangelnent wi th FPUC is now ' . 
completed. Decided to get bids fl: om tW() other companies for next;, ' 
year. 

.I t was decided to no longer add the inte~ est income on 
envi ronment al fund assets to that ~ccoun t and tha t commencing Jan: 
1 such income should be inc l uded in the company's interest :i.ncome ~ 
account . 1 , 

i 
June 1. 1999- Special Qirecto r.s Meeting 

.Bo~rd of Directors e lect ed , audit committee appointed . 

. Common and Preferred Stock Dividends Decl~red to ho lde r s as ! 
of June 18 to be paid July 1 • 

. D&T were appr:oved as' outside audi t ors for t he year e nd 
1999 . 

. Amended by laws to increase the amonn t where on l y one 
s igna tu re on a check was necessary fo ~m 1 , 00 0 to 2, 000 . 

Augus t 31. 1 999 - SpeQ al Di r ectQ TJ;i Me et ing 
.Common and Pref~rred Divi dend dec lared to holders as of 

Sept la , paid on October 1 , 1999 . 
. Discussion on changing the by laws t o provide that the 

Presi den t o r. VP m~y be designated the Chief opeLd Ling Ot fi cer . 
No r e snl n ti on . 

. Mid - fl t wo d i strict offices consolida t ed t o one location I 
Debary . 

. Bach officer 1 5 author i zed to have a Visa Card . 

NQvemb~r 30, 199 9 - Speci al Board of DirectoLa MeQ t ing 
. Common and PX'efe rJ:ed Stock Di vl.dends Dec lared to holde rs of : 
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December 10 , 1 9 9 9 , p aid J~nuary 3, 200 0 . 
. The 2000 Operat i ng and Capital budgets we r e discussed . 

Appr oved capi t al budget of $9, 202 , 00 0 . 

. Directors annua l r eta i ne r f ees o f 200 s hares of company 
s tock increased to 300 i n the yea r 2000 . 

. Certain off i cers s a la r ies were increase for a tota l of. 
$27 /4 90 per annum . 

. Company ' s Registrar was changed from Bank of New Yor k to 
t he American Stock TrClns it:r & Trust: Company . 

•Ac t ion of Executive Commi ttee dated October 15 , 1999 
authori zing t he ass ignment between the Southern Company and FPUC: . 
i s approved. This trans fers t o FPUC the original l et t e r of 
Agreement, dated August 31 , 198 between Sou t he r-n Company and 
Chesapeake Ut il i t l. es for t he pur chasing o f 21 8, 464 shares o [ b'PUC 
common s t ock at $16.50 per share . 

~arch 7 , 20 00 - Specjal Directors Meeting 
. Robert L Te rry passed Dway . 
. The numbe r o f Boar d of Directors was forma ll y decr eas p.d 

trom nine to eight . 
. Common an d Preferred Di'tridends decla:r:-ed to hol ders at March: 

1 0 , t o be paid April 3 . 
.Audit Commi ttee recommended D&T as outside a udi tors for 

2000 . It was approved . 
. I t was resolved tha t 100,000 addit i ona l sha r es were 

author ized and made ava i lab l e for purchase thr ough the Dividand 
Reinvestment Stock Purchase Plan . 

. Detailed change to t he pension plan was appr.ove d . 

. Resolved t o accept Darryl L . Troy's res ignation and remove 
him from any chec k au tho~ization eff.ect ive March 24 , 2000 . 

.' ' 1" : ., , .. :.:; . 
,: "',r', . : ';"j ;./ 

. ~. : • . ::. ,~ I 

~ L.;.'L~ 
.., ... .. 

·· ···,· .. -.··n.. '''' 
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Florida 
Public:':'0I:M1',~:· 

""'a',, ... .....::, ~ 
~ Utilities.' .. ' ...... 

"::,'.' '.', ;c': >" .-.., 	 ,- , .. : - Company 

FebOJary 18.2000 	 CONFIDENT\AL 
DelOltte & Touche LLP 

1645 Palm Beach Laxes. Blvd. Suite 900 
West Palm Belch, FL 33~ Ol 

We are providing tJ\ is ktter iu w ruleclion with your audits of the consolidared balanu sheets and 

st:llemenls of capitJ.iization of Florida Public Oli litics Company and wholly uwned subsidiary, Flo

Gas Corporation. ("the Company") as ()f D<XembcI 31, 1999 and 1998, :md the related , 

consolidated slatements of income, C(lmmon shareholders' equity and <:aSh flows for the three years 

then ended for the purpose of c:;xpressmg an opinion as to \Vheth~r the consolidated financial 
statements present fairly, in all material respects, the financial position, results ofoperations, and 
cash flows of the Company in conformity with &~nerally accepted accoWlting principles, We 

confinn that we are responsible fOf tht fair presentation in the consolidated financial statements of 
financial position. rcsuhs of Opel'atiODS. and cash flows in conformity with generally ru-..cepted 
.,cc;ounting principlc.c;. 

We confirm', to th~,tx;st ofour knowled,ge and belid:' tile following representations made to you 

during y¢ul' audi!-S. 


I . 	 The ~.nancial statements referred to above arc fairly presented in conformity with 

generally accepted accounting principles. 


2 . 	 We believe the effects ahoy uncorrected financial statement misstatements 
aggregated by you during the current audit engagement and pertaining to the latest. 
period presented are inunatclial, both individually and in the aggregate. to the financial 
statements taken as a whole. A summary of such uncorrected misstatements has been 
attached as Appendix A. 

3. 	 The Company has made available to you all : 

a. 	 Financial records and rel(l ted data . 

b. 	 Minutes of the meetings of stockholders. directors, and committ.ees of directors, or 
summaries of actions of recent meetings fo r which minutes have not yet been 
prepa red. 

4, 	 There has been no fraud involving managemcnt or employees who have significam 

roles in internal contro l. 


5. 	 T here have been no communications frO m rc.!,'Utatory agencies concerning 

noncompli ance With. or deficiencies in. fi nancial reporting practir;es. 


J ~'f1:.11~' fJ ~~ """'-Cfu [10~ Jil~ 11 rn~f: . ~ [ !1. ~ ;	 tT1 ij if' ~7 ~ . 
. ~s@s f1tll:YbG~~ ~ ~i:~ij 
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6. 	 There are no unasscrted claims or assessments that legal coul'\sel has advised us are 
prob~ble of assu tian and must be disclosed in accordance with Starement of Financial 
Accounting Standards No. 5. 

7. 	 We have completed implementation of our year 2000 remediation plan an a timely 
basIs, and such remediation plan as implemented addresses all mission critical systems. 
We arc oot aware of al'\y adverse effects ofyear 2000 issues Cn the Company, 
inc:luding its systems and operations We have no information that indicates that a 
significant vendor may be unable to scll ta the Company; a significant customer or 
client may be unable to purchase from the Company; or a significant service provider 
may be unable to provide services to the Company, in each case becallse of year 2000 
com pliance problems. 

8. 	 We have no intention of terminating any of our pension or 401 (k) plans, withdrawing 
from the multi-employer plan, or taking any other action that could result in an . 
effective termination or reportable event for any of the plans. We are not aware of any 
occurfcnces that could result In the (ermination of any of our pension or 401 (k) or 
multi-employer plans to which we contribute. We believe that the actuarial 
assumptions and methods used to measure pension liabilities and costs for fmancial 
accounting purposes are appropri~te in the circumstances 

9 . 	 The ~haudited interim financial information accompanying the financial statements for 
the year the~ ended Decernber 3 I. 1999 has been prepared and presented in 
conformity with generally accepted accounting principles applicable to interim financial 
information and with Item 302(a) ofRegulation S-K The accounting principles used 
to p'repare the unaudited interim financial information are consistent with those uStld to 
prepare the audited financial statements. 

10 	 Wt:. (lgree wilh the work: of specialists in evaluating the pension a.nd other 
post retirement benefits a.nd have adequately considered the qualifications of the 
specialist in determil'\ir"lg amounts and disclosures used in the fi,la(lcial statements and 
underlying accounting records_ We did not give any, nor cause any, instructions to be 
given to specialists with respect to va.lues or amounts derived, and we are not aware of 
any matters thal have impacted the independence or objectivity of the specialists. 

E:<cepl when: otherwis stated bel<.)w. matters less than $25 ,000 collectively are not 
considered tv be exceptions that require disclosure for thE: purpose of the tollowing 
repreSentati ons This amOUnt is not necessarily indicative of amounts that would require 
adjustment to. or disdosUi t: in, the financial stal~ments. 

I I. The following havt' been properly r~corrled or disclosed in the fi nancial statements 

a . 	 Related-party transaclions and associated amounts receivable or payable, including 
sales. purch,-~s, ~~a ns , rransfe(.s. leasi ng arrangernent~, and guarantees (written or 
oral) ~r ~!l4 '~/-,. r.~ I'< ......,..i ' r i ? ~1 n '·'f···· n- r 

-1 J:; -	 ' ',' .... 1 / J : ;:, ~ . ,.' ~ !:.;. ~I' • 

~!) fV ~;r.- ,.\! ..~ I .. :'. ,' ; j ; It::;; !l~\ I» ~ 
~., ,'f" r" ,,!:... J:, i. -.f ,I J, f·... l'-?" l -~ ~'''' ':1 ~ ... ~. ul ~: , (T' ;~') , ;j<J , .,t·':,:/ . ,: .' . .....q ~ 

l'..J~;;/!(f. i,Y :'~J i ' I ' I~' .~J I ~ .. 

",:"j2iJ ~j fJJ fJJ.J41 r 
!a~ 
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b. 	 Guitrantee~, whether written or oral, under which the Company is contingently 

li~blc.. 


c. 	 The impact of year 2000 issues on the Company, including its systems and 


operations. 


d . 	 Capital stock repurchase options or agreements or capital stock reserved for 

options, warrants, conversions~ or other requirements. 


e. 	 Arrangements with financial institutions involving compensating balances or other 
arral1gemCl'lts involving restrictions on cash balal\ce$ and line-of-credit or similar 
arrangements. 

f 	 All off-balance sheet derivative financial instruments (e.g., futures, options, 
swaps) . induding outstanding commilments to purchase or sell securities under 
forw ard placement Md standby commitments. 

g. 	 Financial instruments with significant individual or group concentration of credit 
risk 

h 	 Sales with recourse provisions. 

I. 	 All impaired loans receivable. 
} 

J. 	 Loans that have been restructured to provide a reduction or deferral of interest or 
principal payment !: because o f borrower financial difficulties_ 

\ 
k. 	 Agreements to repurchase assets previously sold. 

12. There has been no fraud involving employees (other than management or those who 
have significant roles in intemal control considered in Item 4 above) that could have an 
effect On the fmancial statements. 

13 . The Company has no plans or intentions tha t may affect the carrying value 01' 

classification of assets and liabili ties. 

14 . T here are no : 

a. 	 Vi~)latiorls or po~ . ible violations oflaws or regulations whose effecls should be 
considered for disclosure in the financial statcmt!nls or as a basis for rct".o rding a 
loss contingency. 

b. 	 Other liabilities or gain or loss contingencies that are required to be accrued or 
disclosed by Stalement of Fmancial Accounting Standards No.5 (includ ing any 
liabilities 0 (' I;omi llgt:ncies pertaining to year 2000 issues) . 

IS 	 Excepl as lis ted in APPcl'ldix A, there an: no transactions that have not been properly 
recofded in the accounting records underlying the financial st at~ments . 

~-«]::f1t, ~ :f!Fl~ ~ ~JI ~ ra ~ 
J . ~.~ i:'f)M"h\~ .. j ~ :.i';' : .' j l! ·. r.; : t:-· r ' cr·· m.· ,~.... 	 'Qb' ~.~ .<·:1 }' Ii,; !;I ;. {:':'l ~ ; ; ~"i ,ill I:· f)i!1 ' ~ 

. j 	 ~ . ~ .: ;.>1 :.(, Ii' 'U· I · . 1,: (\ : . _. '-......, " .- ..._ ., J '..< :. {:· ... e.... ' r· ........~ ... lli t:! .:./ .J~ ~.. ; ~ 
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16. The Company has satisfactory title to all owned assets, and there are no liens or 
encumbrances on such assets nor has any asset been pledged as collateral for fi rst 
mortgage boads outstanding. 

17. In preparing the financial s\atements in conformity with generally accepted accounting 
pri nciples. management uses estimates. The Company has disclosed in the financial 
statements all estimates where it is reasonably possible that the estimate will change in 
the near te,'m (\nd the effect of the change could be material to the financial statements, 

18. The Company has complied with all aspects of contractual agreements that would 
have an effect on the financial statements in the event of noncompliance, 

19. No events (including the effects oryear 2000 issues) have occu rred subsequent to 
December 31. 1999 that requi re consideration as adjustments to, or disclosures in, the 
fmancial statements. 

20. The Company is responsible for determining and maintaining the adequacy of the 
allowance for doubtful notes, loans. and accounts receivable, as well as estimates used 
to determine such amount~. Management believes the allowance is adequate to absorb 
currontly estimated bad debts in the account balance. 

21 . We believe. that all expendi lures that have been deferred to future periods are 

recoverable. 
, 

22. ProvisioR has been made for any loss to be sustained in the fulfillment of, or from 

inability to fulfill. any sales commitments 


'. 

23 	 Provision has been made for any loss to be sustained as a result of purchase 
commitments for inventory qual\litie$ in excess of normal requirements Or at prices in 
ex"css or the prevailing market prices 

24. In eSlimating fa ir values of certain aSsels and liabilities. we believe that the market 

assulIlptiuns used were the most appropriate in the circumstances. 


25 . The Company. using its best estimates based on reasonable and supportable 
assumpti()ns and projections, reviews for impairment long-lived a.ssets and certain 
identi fiable intangibles to be held and lIsed whenever event') Or changes ill 
circumstances indicate that (he carrying amount of its assetS might not be rec·overablc 

26 	 Provision has been made to reduce excess or obsolete inventories to their estimated 
net realizable value All inventories are the property of the Company and do not 
include any items consigned 10 it, any Items billed to custom~·s . Or any items fOf 

which the liability has not b~en recorded. 

27. Risks associated wit h concentratio1"lS. based on information ktlown to management, 
that meet all of [he followi ng criteria have been di ~closed in the f\ll<m<;-i~l stalelll~ms : 
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a. TIlt: concentration exists al the date of the financial statements. 

b. The concenlration makes the enterprise vulnerable to the risk of a near-term severe 
impacL 

c . It is at least reasonably 'possible that the events [hat could cause the severe impact 
will occur in the near term. 

28. The Company has appropriately identified and disclosed all operating segments in 
accordance with Statement ()f Fina ncial Accou nting Standard s No. 13 1, Disclosures 
Aht)lrt Segmellts ojall Enterprise (lnd Related b1jOl'maiioll . 

29 	All charges to the Company's property accoU!HS consist of replacements or additions 
for the purpose of increasing ~pacilY. extending facilities . reducing operating costs, or . 
meeting changed operating conditions . 

30. There were no items of physical property contained in the property accounts of the 
Compar\y that were either (1) abandoned or (2) out of service and not regarded as 
either (a) standby property or equipment or (b) property held for use only temporarily 
out of service. as that tenn is commonly understood in the public utility business. 

fl . The~Company's accumulated provision for depreciation has been determined in 
accordance with the orders of and the Uniform System of Accounts prescribed by the 
Federal Eflergy Regulatory Commission and the Florida Public Service Comf,Ussion. 
Based on the present opera.ting conditions and probable u~fullives of the properties. 
w~ believe that the provisions being made by use of the depreciation rates in effect will 
be adequate [0 depreciate the properties over their respeclive lIseful lives. 

32 . The Compl1ny continues to meet the critcri~ for application of Statement of Financial 

Accounting Stand~rds No. 71, ACC(Jlflllillf!.jor the Effecl.~· of C':rtaill Types of 

Regulation 


33. All regulatory assets are probable of recovery in accordance with the provisions of 

Statemenl of Financial Accounting Standards No. 71, Accoullling for the Effects oj 

Certain Types ofRe8"[a tiOIl. 


3'-1. 	The Contingencies note to the consolidated financial statement discloses all of the 
known facts co ncerning the Company's potential losses cela.ted to environmental 
matter~. The Company believ{'.5 that the consolidated financial sta.tcrnents reflect 
management's best estimate of any losses that will be incurred for environmental 
remed iation. All such losses have been apP(opl i<:llely accrued and/or disclosed in the 
consolidated financial statements . The Compally has been granted I <lte relief for 
contamination as.Sessment costs and interim anticipated remediation costs incurred and 
expected to be incurred . In the event such rate reliefis not sufilcient, the Company 
represents that it will be able to re(.;over a material portion of such costs. as well as 
futu re compliance Co~LS, through additional rate rel ief as well as insurance proceeds 

receI ved . In th~ eVF:~ ~uf~.f.a"t~s~~.i,fj~~rI1llaB suffiCient, the Co mpany represents 

~~rft~~'~~~~tf~ I RL\YUi\iG ;i!B 	 9 -cJ,~ 'I5 
A 
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that it could be subjec;t to the following al tem&-tives: a refund to customers, additional 
conlributions to storm damage reserves or the reduction of a deprecialion reserve 
deficiency, if any. Management believes that any future contamination assessment and 
remedial costs arising as a result of these claims will not be material to the Company's 
operating results or liquidity. 

35. The Company's accrual for general liability. auto. casualty, and medical self-insurance 
IS based upon management' s best estimate of future liabilities using reasonable and 
supportable assumption~ and projections. 

36. The Company's has a $15,000,000 line of credit whiCh matures on April 30, 2000 . The 
COJnlJany expects to renew the line of credit for approximately $20,000,000 at the 
same terms and conditions. 

37. The Company is unaware of any risks or uncertainties that would meet the disclosure 
criteria of SOP 94-6 . 

john T. En 1 

Chi~f Executive Officer a lld Clric::( 

\ 

0\\11, Trcasurc: r and Secretary 

6 



P.21JUN-30-00 FRI 04:44 PM FLORIDA PUBLIC UTILITIES FAX NO. 561 833 0151 

CONFiOENT\AL 


M<,;mo RE: Pllyroll 	 4540: 112 

The {ollowing memo dOCUments our understanding of internal controls related to the payroll application system_ 
This mCJno was carried forward from pri<Jr ~r and updaled based on discussion with Chetyl Martin. Manager of 
CQrporatc Accounting, Geor~e Bachman, Dit'eCtor of Accounting and Johm Rcinhansen, Manager - H\lInan 
Resources 

Time Reporting by ACcOunt ilnd Division: 
SClvice personnel submit d~ily lime sheets which de[ails the hours worked by aCCOl)nl. Daily time shcets ate 
reviewed by job Coreman, approved and submincd to field office Daily time sheets are entered inlo on-line 
payroll/lnmsportation system at the division le\·cl. A bi-\\Icckly slimmary is prepared for each employee which 
muSl be authorized by Ihe division m:Hlilger Subsequent to review by divisiOn manager, bi-wcckly tim~ 
reports (showing hours only) arc eleCUOr\icaliv su\,)miUcd to corporale office via the elec((Onic 
Paytoll{fcanspoliation system _ Ph}'sical lime cards are seCtt by courier to the corporate office: the day after the 
payroll hours tt3CtsmissiOIl. 

(CONTROL ACTfVITY PR128) Dina Bcllcchases, Human Resources, receives the totl) hours by divis·ion 
and f;hcck.c; the time sheetS for employee and ~upervi$Qr si&natuI~. The toral hO\l1-~ by division is documented 
on a lime sheet control rqx>rt. Mrs. Bcllecllases revi~ the lime sh¢et control rcpon for reasonableness by 
randomly selectinl; employee Mta (n verify the correclness of the data_ D&T haphllZ.f\rdly selecled various 

. cmpjoy~ ~~ on profes.sionaljudgcmem to veritY (h~ aecl,lracy of the employee information (c.g. employee 
naml:, amol,lm pai~ and l'Jayrol\ period) within Ihe dicnt'c; database . 

Pll~·rol1 P roccssint: • ~ 


(CONTROL AC'frvITY PRllS) Ptlyroll master tile data is periodically r~viE!ll(ecj for accuracy and ongoing 

pertinllnce_ Per discussion with Dina Bellacheses, 0&T noted that ~mployee 


• 	 (to be (X\rl'ormcd by ERS), 

Any erro;s arc submillcd (0 pcr-$onnd fur investigalion _ 

~ONTRQL ACTMTY I'RI16 & PR.\ (l8) Payroll (ccords are updated based on hours worked, pay rates 

and other' t~x/withhold dale per pcrsonn.cl database_ D&T reviewed the most recenl rc;pOlllu verify Ihat lhe 

control activit)' has \;)Q;{l per1;"ormcd correctly. 

(CONl'f!QL ACTIVITY fKlill A cross pay and net p:.l)' report i!; gent:ratoo and reviewed by p<.:rsonnci (a 

copy of Utis report is forwarded to Di~ I3cllech.ase..'i, Human Rcsources). D&T reviewed lhe most recc nt (cJ'>O(! 

10 verify lhallhc control activity has been perl"orrncd corrccl1y. 

! ~O Tl{O L ACTIVlTY Pu'128) Human (eSourCes reviews (he dctail and reconciles the lOLainumocr of 

!lours D&1' reviewed the mos\ reeent recO!lcikHion to verilY that Ihe lCC<Jnciliation has been pcrfoclnC(! 

cor~cclly. Once pay rcpom havc been (ccollcilcd. checks a re printcd and forwarded to accounting for 

sir-n.ature. D&T reviewed the most (ceCil! rcpOl1 tQ verify that [he control aetivity hi-\s bc..:n performed c()rf(!clly 


$i)!, nin(! of Checks: 
Accoll nli ng prepares I;hecks for ~ign j ng with lhe uw of signalure machine_ SigMlturC plale maimained hy 
Knlll)' Guerre ro, Admin il; lr<\livc AssiSl3n:. who is present du(i!l~ check sisning. SigllM l:ht:ck~ arc forw~:dc:t 
10 K. Guerrero ·,... ho distributes to divi r.ion m,,\\ag\!r~. • , .-; r -. i:,' ,.: ••,' ,-:~' \: i' ~ 

~ ", \ ~ .~ 
,':' ( 

S(;"M~IC Paymll Account: 	 '- -. .1 

I 

::'~b: ' ~J:ht!§;Jt:~~~~~---- 9 -~ 1__ 1

http:pcrsonn.cl
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Ml:nlO R£: Payroll 	 4540; 2n 

Dina Bellcchases. Human Resources, re\licws gross pay report r~ived from MIS department. D. Bellechases 
prepates wire advic;.; for tra1~fcr gf JUnas 10 scpanllC payroll account mah\lainw with bank. Mrs. Bcllechascs 
also accounts for taxes and other willi hOldings. 

rostin~ Payroll to General ledgeI': 
• 	 K,ON'fROL AC'ftvITY I'Rl~4} MOnthly payroll r~pons arc gcncrutcd by MIS department and reviewed by 

Mi~heHc Napier, General Accounlinj; Manager. Upon approval by Mrs. Napier, payroll systtm posts p.lywll 
entries directly to giL D&i reviewed the p<tyroll a~rual [or FY 1999 to vcdiy thai the; accrual was performed 
emfC',ct Iy . 

P:\)TOII Accoullt Reconciliation: 

COrpO(3tC. accounting r~ives paYloll statement of accoul'lt 6irec1ly from bank. Corpo(at~ accoun.ting 

performs momhly reconciliation of paYf'QII account. 


!f.ONTROL A(.,rvITY PR,lJS) Personnel Changes: 
• 	 Hiring. personnel info rmation changes and termination information are entel'td on add/ch~nge Sru::elS. Pay 


rule changes require approval of the supclVisor. Additionally, all pay increases arc approved by (h<; Human 

Resources D¢paruncnt to assure the incteascd salaries are wiLhin the CDmpany"s e«ablishcd salary ranges. 

D&T exami ned a most recent add/change sheet provided by Dina Bell~hases. HR., to verify approval of 


. cnlployee change information. Ms. 8c1lcchases enter.; any chan~cs into the syst<:m. A report is then printed 
in MIS De~mcn.t detailing all such changes. Corpot~le accounting, receives the rt:port, verifies lhe 
informaliog and aUlhorizmion. (hell iniLials the add/change sheet. 

(CONTROL ACnYITY PR 155) Employees sign tor cash received: compliance is monitored by 
management. - Employees endorse ch.:wks uPQn cashing. Thl!> fundion acts a~ the equivalent of Signing ror 
Checks . D&T~ested this function in Its cash section (5100 section of the workpapers. 

(CON 1 ROl. A.CTIVITY PR1 J9) A ll payroll querie$ <Ire (ollowed up by person~ inde~ndent of the payroll 
prepar;l.tion and d isbursement p(~ess. - D&T did fl ot note 2ny fo .........m al payroll quoties pe r dIscussion with Dina 
Benecha se~. HR HOw(!ver, eMployees can direct <lny potentiil l queries to their supervisors who arc independent o( 
Ihe payroll preparation and diSbu(sement process. 

~-~-8~

Florida PI~bl ic U l il ili,,!' FYE 12131/99 
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M emo RE: Billing ~ystem ___________~. __._,. 4520: 1/2 

1999 Updl\t~ - per discussion wilh Gcor&e Bachman, Director of Accounting and Dave Little, Director of MIS, 
t\lcn~ have been no signifi ant changes in.the current year. However, the billing system undetw¢nt a complete 
(cvision which W;1S cumpleted in February 1997. 11\e revision mainly involved changin~ !he accoWll numbers 
from 9 (0 18 digilS. willie the melhods to the syslem remaincd basically the saine. "The syslem was developed in
house, 

rhe hi!ling ~y$ lem involves two cycles : revenuc and cash receipts. The; rcv~nuc cycle is centered around meIer 
rcad ing, which is don~ daily on a lwonl)' day cycle. The flow of infonmillon starts at lhe AS/400 which. produces 
the routes and mewrs LO be read. This is handed down to the pes at the local ofIiccs and [hen transmittcd to thl! 
hand held hron mder reading syslcnl_ TIle ml~IC( ~c;!\dcn; perform the r~adillg5 and enter the daUl into the hMd 
held W11ls. Al O\e end of the day lhe infonnation is then ttaf1smitted from the hand held units back to the pes and
then 10 the AS/400. Based on the readincs for ~ach meter, \lIe system will calculate a bill btl:ted Qt\ the current 
ralcs . The system then prepares a t'evcnl,lt; report listing by class of customer and rate, the listing has the amount 
or the bil l and lhe :lppl icahle fll'l(Ci which will become liabilities. The customer bills arc matched to Ule r~VCllUC • ' 

rCpClr t Jnd sent to the cuStomers. 

TI.c; scwnd phase of the system deals with cash receipts. Cash is rC(;eived at each local office daily', the r~ipt 
i!> CIII~(cd into the CJ.)mpL1~r and maintained Oil-line in n pending cash lransaction~ file. All Qtl\er source 
docwl1crits llre eiltetcd man.ually and arc not maintained on-liM This file is not u-ansferced to the main office 
uot il lhe end o(,thc day: Al lhe end of' the da:r the clIsh is elosed and counted. TIle physical count of cash 
receive{! is matched ll~ail1SI a prinl out of wh.at was entered into the Sy:iLcm upon rc<;c ipl This information is 
SMt to the main ()f1i~e . which posts the' cash and applies the receipts to the cw;tomecs accounts. At the main 
office they run a balch balance listing for each offiee total to aSii;e the amQWlls received. They also calculate the 
amount of ca~\ (ccclvcd per route A transaction listing print out is then Given back 1o the loeal offices. 

MisccllIlIlCO\JS adJU$tlllcllts are made daily. These il,,'Olvc:: m is r~ad meter S', transfers ofbalanccs due to 

customers lllovi ng, elc. 


The application t<lk~~ lhe:: customer's prior balance ,all adjusnncnts and transactions during the billing cycle are 
applied, an(i a new prior balance is c<\lculated. This infonnntion is included on the CU:>l(,lmcr's bill along with 
the new charges. 

Non-Interrupti ble and intetnrptible utjli ty customers are segregated il'110 routes, which are further included in 
a pprox. 20 groups. MctCl" (cading$ ace pelfoULICU on one group each dea)" which I·epresenls a bdhng cycle. (20 
groups corrcspol\ci~ 10 appro:.: . 10 working days III a month i.e. group 1 is rCild On the fif$t dny ...,1' the month, 
group 2 on lh(: second day..and each is billed based 0(1. the liming of the meter read) 

Meler readi ngs a r ~ transferred into the MIS billing system by IlSC or a hand-held lcmlinal (which electronically 
offiQads the usage infO('lnation dircctly int(l the system on a daily basis). 

Bil~(,:d on the meier reading" llie customer's aCCOUlH is updated and a billing register and il\Voil".c is gcncfah:d as 
of the dntc of lhe reading. 
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4520 : 2/2 Memo RE: Billing System 

Final bills for customers disconnected by choice of the customer (moving from premis~. etc,) arc printed on a 
weekly basis. However, I'Ovenue for dis80nnected ~uStom¢1"S is I\Ot rewcded Wltil the nexl biUing ~yGle dale for 
thtlt cu~t~mcr . 

TIle MIS department processes tl\onth cud revenue and tax liability reports which list revenues by route, class. or 
rille {or the 20 day cycle (monthly). 

Rcvenue is recorded vil\ m"nual JE using MIS report BI.R820, "R.1telClass Listing". The lax liability (i.e taxes 
to be collected fmlll customers alld paid to various authorities) is also (ccordcd using EDP Rcpol1 BLR&30, ' 
"Towll/RatclClass List". 

The monthly eut-off for recordi ng r¢.¢.eivablcs and revenues is blLSed upon the final meter read cycle of thc 
month. nu!.t is, whatever cycle is read 011 the l<lSl day of the month, that hilli...\g cyck. even thougb actual billing . 
may IlO[ take place until the following month, is included in that month's revenues and accounts receivables. 

FPU docs not specifically mai.ntain an accounts receivable detaiL Debits to accounts reccivl1blc result from the 
recording of r~vellue and tnx liabili ty for each billing cycle which occur 20 tim~ a month. Credits to account.<; 
r~civ.able Art; made da ily from cash ~eceipts . Client does not Il.Ul it month-cnd report detailing aCCOunts 
receivable. Inf6imation on individual aCCOUllts arc updated only when a billing re~iste( for a particular cycle is 
generated. . , 

The client rl:ooncile~ to accounts receivable monthly through report BLR&50, "AIR Balance Statement". The 
reconci liation adds to the bcgiMing oCtile month balance aU the revenues and taxes {''(om the month's billing 
runs, less all~ash receipts during lhe month relating to receivables, plu!; or minus any other adjuuments 

fPU has 20 billing cycles (i .e., approxiltl,ately One cyde is billed each business day). Each day Darryl Tmy, 
Vice President, reviews tho delinqnency rc;port gcncraLed by that day's billing run. Servicc is inlcruplcd for 
aCCollnt~ grellter thM 60 days past due, J Bro·....n, Treasurer, appl"Ov~ all cbarge-otIs of accounts approximar.c\y 
90 days after the last charge tn the C\1stomc(' 

--_.---' --'L-cdi;;> It ---, . 
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