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General Off ices 

Notice to our LP Gas Customers 
December 30, 1991 

Dear Customer: 

Southern States Utility Services, Inc. (Southern States) and Flo-Gas Corporation 
(Flo-Gas) have entered into an agrement for Flo-Gas to purchase all LP Gas 
operations currently owned m d  managed by Southern States' Deltooa Lakes LP 
gas division (Deitona). Sourhcrn Statcs/Deltona will continue to provide 
service through December 30. As of Dccemkr 31, 1991, your LP Gas service 
will be provided by Fio-Gas, and requests for service after December 30 should 
be made to Flo-Gas. 

If your water andlor sewer service Is currently provided by 
Southern States, this transition wiil have no effect on that 
s e r v i c e .  

Southern States has taken meter readings on December 19 and 20, and you will 
receive a final bill based on your LP Gas usage through that datc. Ro-Gas will 
bill you in January for any gas consumed afttr the meter reads on December 
19 and 20. 
StatesDeltona, that deposit will be transferred to Flo-Gas on December 30. 
Please be advised that you are responsible for paying your final bill to 
Southern States whether or not you have funds on deposit with Southern 
States. The heres1  accrued on your Southern States LP gas deposit will be 
applied as a credit on your fiaal Southern States LP gas bill. 

If you have a LP gas deposit on account with Southern 

If  you have any questions about your Fla-Gas account, or if you have questions 
or problems regarding your LP Gas service, please contact Fio-Gas customer 
service representatives at 904l734-1951. If we can assist you with questions 
regarding your Soutbcrn States LP gas account, please fed free i o  contact o w  
customer service rcprestntativcs at 407/574-6608 or toll-fret at 1-800-432- 
4501. We have enjoyed the opportunity to sefve your LP Gas needs. 

V/es: truly yours, 

. 
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--- 
TO: Bud Atkisson 

Tony Bowier 
G a r y  Caporale 
Tom Eaton 
Frank Fame11 
G a r y  Hines 
Todd Healy 
Wesley Eoch 
Ray Johnson 
Dennis Krouse 
Mike Lackey 
John McWell 
Donnie Middleton 
Timothy Mlincevich 
Rocky Przekora 
David 8. Schroeder 
Richard J. Sullo 
Frank Volpe 

cc: 

From : 

Date: 
Re: 

- Tom Zieqler 
B e r t  P h i l l i p s  
Charles Sweat 

Apopka 
Harion Oaks 
Deltona 
Deltona 
Spring H i l l s  
Deltona 
Deltona 
Spring H i l l  
C i t r u s  springs 
spring H i l l  
Deltqna 
Marion Oaks 
Deltond 
Spring H i l l  
Spring H i l l  
-high 
Deltona 
Spring H i l l  - 

n 
Karla Olson Teasley 

Mike Schweizer  

August 12 ,  1991 
Possible sale of t h e  gas division 

I've been ta lk ing  with many of you concerning any fears or concerns 
you might have, if the Gas Div i s ion  is s o l d .  I will attempt to 
answer some of the  questions you have: 

Q: WILL I LOSE MY JOB? 
A :  You w i l l  be able to choose what offer is best for you, as an 
individual. If you are offered a comparable position by the  
acquiring company, you should give serious consideration to it. If 
you dec ide  that you would prefer to remain w i t h  SSU, you may bid on 
any available openings local ly  and throughout the state, as long as 
you're willing to be relocated and/or retrained.  If the  acquiring 
company does not offer you a position, we w i l l  find one for you 
within SSU, as long as you're w i l l i n g  to be relocated and/or 
retrained. We w i l l  t r y  our best to place  you in a new position 
comparable in status to your current job. Some of you have 
indicated an interest in possibly transferring to North Carol ina,  
South Carolina, Minnesota Power or any of its subsidiaries, f will 
be i n  t ouch  with a l l  MF'S subsidiaries, and will send them a copy 
of your resume. We'll do a l l  we can to help you in t h i s  endeavor. 
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4: WILL SEVERANCE PAY BE PAID TO SOMEONE WHO-CAN*T MOVE? 
A: Some of you have indicated that you are unable to relocate to 
another part  of the sta te  because of family ties or working 
spouses. Severance pay w i l l  be paid to any employee: 

1) whose position has been eliminated due to the sale of the 
gas div i s ion  and 

2 )  Who is not able to relocate to remain w i a  the company 
and 

3 )  who has not been offered a job at a pay rate equilvalent to 
your current rate, by the  acquiring company. 

Severance payment will be equal to one month of pay for every two 
years of service with t h i s  and predecessor companies. For example, 
an individual t h a t  meets the above criteria and who has 6 years of 
service w i l l  get 3 months severance. A n  individual with 7 years of 
service would get 3 . 5  months severance. 

Human Resources will work w i t h  each affected person to h e l p  them 
refine j o b  hunting skills, interviewing techniques etc., and 
provide them with a5 much outplacement ass i s tance  as poss ib le .  In 
a d d i t i o n ,  the Florida Dislocated Worker Unit, Division of 
Employment Security, t h e  loca l  Private Industry Council , our 
Employee Assistance Program and other resources will be called in 
to help i n d i v i d u a l s  secure emplopent.  

Q: WILL THERE BE ANY REMCATION ASSISTANCE, IF I DECIDE TO STAY 
WITH THE COMPANY? 
A: Y e s ,  Dislocated workers w i l l  be provided the relocation 
b e n e f i t s  outlined in the attached policy statement, which we are 
amending to include Dislocated Employees, regardless of exempt or 
non-exempt sta tus .  

Q: WILL THE COMPANY PAY FOR RETRAINING? 
A: There seems to be some confusion regarding training and 
Education Assistance. At the present  time, training expenses are 
looked at c l o s e l y  due to budgetary Constraints. However, Education 
Assistance has n o t  been impacted. ff you take a course that is 
required f o r  some license (water, wastewater, distribution or 
collection), to complete a GED, or a course that is required for  a 
degree in a f i e l d  related to some p o t e n t i a l  future assignment with 
t h e  company; the  cost of t u i t i o n ,  books, registration and lab fees 
w i l l  be paid by the company. A form and t h e  policy is attached f o r  
your convenience. If you are interested  in one of Sacramento 
University's correspondence Courses in water or wastewater 
collection, please let me know and I w i l l  send you a brochure. 

Yes. 

Q: IF f STAY WITH THE COMPANY, WILL MY PAY BE CUT IF I TAKE A 
POSITION THAT IS CLASSIFIED LOWER THAN CURRENT JOB? 
A: If you take a position covered by the bargaining u n i t  at 
Del tona ,  your pay will be whatever is mandated by the collective 
bargaining agreement. Beyond t h i s ,  no one's pay w i l l  be reduced, 
if they elect to s t a y  with the company. We will do o u r  best to 
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place you in a posi t ion  of comparable status, based on your 
qualifications. 

Q: WILL MY MERIT INCREASES BE AFFECTED IF I TAKE: A POSITION 
CLASSIFIED IX)WER THAN MY CURRENT JOB? 
A: Possibly.  Merit increases  are based on performance and your 
position within the salary grade for the position you are 
occupying. W e  w i l l  d i scuss  this situation w i t h  you personally 
before you accept any position within the company. 

Q: HOW SOON WTLL I BE ABLE To F I N D  OUT WHAT OPPORTUNITIES THE 
COMPANY HAS TO OFFER? 
A: Human Resources staff w i l l  v i s i t  each f a c i l i t y  w i t h  gas 
operations and t a l k  with  you individually to determine what your 
wants and needs are, and to find out  how we can help you. The 
staffing budget for 1992 has been approved. HR Staff will discuss 
each new pos i t ion  budgeted for 1992 with YOU, as well as current 
vacancies .  Remember, though, that no one has made an offer yet for 
the  gas division and our customers sti l l  need to be serviced. 

Both Roxan Haggerty and I have been through situations very s imi lar  
to what you are facing right now. Rumors will be f l y i n g  in the 
coming months. If you have any questions, concerns or would like 
some rumor you might have heard addressed, PLEASE CALL US. We are 
here to help you. You may also want to make use of your Employee 
Assistance Program (EAP). They can be a big help to you in 
learning to cope w i t h  changes and stress. R e m e m b e r ,  their services 
a r e  completely confidential, so don't be afraid to use them. Their 
t o l l  free number is 1-800-272-72S2. They are open from 9 a.m. till 
midnight, Monday through Friday. 
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SERV fCES 
intra-company correspondence 

DATE : 

TO: 

FROM: 

RE: 

August I, 1991 

Donnie Middleton 
Bud Atkisson 
Gary Caporale 
Dennis Krouse 
Karla Teasley 
Chuck Wood 

Sale of Gas Busi ess 

APPENDtX i)? 112-4 

Doug Love11 - Deltona 
B i l l  Williams - Spring H i l l  
Dave Denny - Marco Island 
Bob Williams - citrus Springs 
Joe Roberts - Marion Oaks 
Harold Register - Sunny Hills 

Account No. 166.200 was previously established to accumulate costs 
related to the  sale of the gas business. A t  the time that account 
number was created, we w e r e  a sk ing  that in-house labor not  be 
charged to t h i s  account, but expensed as incurred. This decision 
has  ra i sed  several questions as to the  appropriate account to 
charge for  payroll purposes. 

Because of the number of individuals working on accumulating 
information for the sale and the d i v e r s i t y  of costs centers 
involved, the d e c i s i o n  has been made to charge all labor related to 
t h i s  effort to the referenced account as well. Therefore, a l l  
payroll c o s t s  associated w i t h  the s a l e  of the gas business should 
be charged to Account 166.200 and coded to plant 50000.  

JJK/alt 

cc: Dick Ausman 
Donnie Crandel l  
Kathy Harter 
Laura Holquist 
Bert Phillips 
Robin Small 
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Date: June 24, 1 9 9 2  

To : D i s t r i b u t i o n  

From: Esperanza Mercado 

Ref: Gas Sale Meeting - 6 / 2 3 / 9 2  

Present :  
Allison Sweat 
Esperanza Mercado 
Laura Holquist 
Michael Krimbill 
R . C .  Mills 
Sandy Kicliter 
Judy Sweat 
Bud Atkisson 

Billing Department, SSU 
IS Department, SSU 
MP 
Heritage Propane 
Heritage Propane 
HeritagejSawyer 
C u s t .  Service, SSU 
ssu 

The plan is to close the deal on July 31, 1 9 9 2 .  

Marion Oaks 
Citrus Spring 
Pine Ridge 
Spring H i l l s  

final meter readings as follows: 

7 / 2 0  and 7 / 2 1  
7 / 2 0  and 7 / 2 1  
7 / 2 0  and 7/21 
7 / 2 2  and 7 / 2 3  

Cycle one and ,wo will be read in July 
scheduled. 
case the deal falls .through. 

Cycle three will be read in 

Monday & Tuesday 
Monday & Tuesday 
Monday & Tuesday 
Wed. & Thur .  

nd billed in J u l y  as 
J u l y  13-15 j u s t  in 

What we need to do: 

Send a l e t t e r  t o  t h e  customers explaining what is going on. 
Judy Sweat will modify the letter that was sent out  when 
Deltona Gas sale took place. Heritage representatives will 
review the letter and provide i n p u t .  The letter should 
include the cut  off date.  

The deposits on the customer f i l e s  will be removed before 
we produce the  final bill. 
of the deposits will be handed to Heritage R e p s .  Interest at 
a 6 %  rate will be. credited to the final b i l l  as of 7 / 3 1 / 9 2 .  

A check for the t o t a l  amount 

Consumption information will be provided in t w o  different 
reports: one for 1991 and another one for  1992. 
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This information will also be available in a Diskette. 
C r e d i t  and payment history and rate schedules will also be 
provided. 

Special Labels will be printed,  sorted by book and sequence 
number so Heritage can use them (stick them) in their books. 
Customer Number, name, service address, account number, book 
number, sequence number, meter or serial number, previous 
reading and current reading will p r i n t  on the labels. 
Special labels will be ordered to make sure we can f i t  all the 
information. 

The final bills will go out  within two weeks a f t e r  the c u t  o f f  
day. Ninety days after 7 / 3 1 / 9 2  ,, any unpaid balance f o r  the 
last/final billing charges will be covered by Heritage UP TO 
the amount of the customer's deposit MINUS any balance owned 
by the customer to Heritage. 
SSU will provide a list of delinquent amount 21 days after the 
final billing so Heritage can follow up with the customers. 
If the customers refuse to pay SSU, the service will be cu t  
off * 

L a r r y  and John Hughes from Computer Energy Inc 
Esperanza to discuss the  format in which SSU will provide the 
information. 

will contact 

Other Issues:  
Deposits are not  refunded until the customer close the  
service. 
Spring Hills has been using Hand Held Devices to read the 
meters f o r  the last two years. 
Customers with "Tanks11 are charged base facility even 
if there is no usage. 

Distribution: 
Jack Bush 
Judy S w e a t  
Helena Loucks 
Forrest Ludsen 
Allison Sweat 
Karla Teasley 
B u d  Atkisson 
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I 2  Gas Husiness Hackground 

The Deltona UtiIities entered the liquefied petroleum (LP) gas business as part of an 
effort by Deltona Corporation to meet the commitment to provide a comp€ete 
infrastructure of utility services to purchasers of homes and businesses in its 
development communi ties. The pipeline distribution was installed in anticipation of 
natural gas service and is built to those specifications. The initial customer base was 
not sufficient to attract a natural gas supplier, however, so the utilities took on the 
LP gas business. While active, Deltona's home construction subsidiary assured 
customer growth by installing gas furnaces, water heaters, appliances, etc. That 
equipment is now being replaced, with customers making choices between electric 
and gas alternatives. 

According t o  1988 statistics, approximately 3 milIion consumern use LP gas in the 
state of Florida. Our subsidiary companies Delbonn Utilities and United Florida 
Utili  ties provide gas service to approximately 8,400 residential and over 100 
commercial customers as of the end of 1989. Over 90 percent of our gas customers are 
served by our pipeline distribution system on a metered basis. Bulk or metered tank 
service is available for customers not on the pipeline. Bobtail delivery of gas to 
customer tanks is provided by outside services under contract b us except at Marco 
Isiand where we own a11 equipment and provide the delivery service. At Marco 
Island we also provide 20# gas cylinder fill service. 

Iiegu I a ti o n 

Franchises are not granted for the LP gas business in Florida where we operate in a 
competitive environment. Due to our pipeline distribution system, we are covered by 
U. S .  Department of Transportation guidelines for transport of gas. The.Division of 
Liquefied Petroleum Gas of the Department of Insurance of the State of Florida 
regulates the sale of LP gas, especially as it affects the public welfare and safety. The 
division is responsible to enforce pertinent laws  and regulations related to the 
storage, handling and safe consumption of LP gas. It also enforces the federal 
Pipeline Safety A d ,  provides safety seminars, and regular inspections of all licensed 
LP gas rauililies to assure compliance. Licensing requirements are set forth for 
"Dealers in LP Cas, and in Appliances and Equipment using LP gas". Individual 
licenses are issued annually. 

- 1  



RETAIL DblALEK MEMHEKS 

‘87 ‘88 
Number of Dealers 

A) 75 63 
B) 26 19 
C) 13 11 
D) 3 4 
E) 5 7 
F) 2 1 
GI 4 5 

6 4 H) - 
134 114 Dealer Members 

Retail Gallons Sold 

Up to 500,000 
500,000 to 1,000,000 
1,000,000 to 1,500,000 
1,500,000 to 2,500,000 
2,500,000 to 3,500,000 
3,500,000 to 5,000,000 
5,000,000 to 7,000,000 
Over 7,000,000 

H o w  Deltona LP Gas Business and others fit in (‘$8): 
E) Deltonflnited Florida Utilities 
C) General Development 
A) Lehigh 
HI Suburban Propane 
(Source: Member Directory - Florida LP Gas Dealers) 

Staffing 

Approximately 10 full-time positions support the gas business. The marketing 
manager, Arthur (Bud) Atkisson, is responsible for sales, pricing and customer 
contracts, negotiating price with  suppliers and promotional efforts. The gas 
operations manager, Donnie Middleton, is responsible for service, maintenance, gas 
safety, training, and overview of operations at all locations. The other full-time 
positions include one welder, a mechanidwelder, two distribution laborers, a 
distribution mechanic, a distribution supervisor and two service technicians. 
Management,  billing, meter reading, accounting, rates, administrative, data 
processing, etc. personnel throughout all areas of the company allocate portions of 
their time to  the gas business either on a direct labor basis, or frequently, an 
estimated percentage. Gas activity peaks in the three to four winter months and is 
reflected in the allocatian af labor costs. 

Insurance Coverage and Costs 

According to a December 1989 analysis of the insurance coverage maintained for the 
combined entities of Deltona and SSU, the cost of general liability insurance related 
directly to the gas business is $22,416. This cost is 14.6’30 of the total general liability 
cost ($153,761) and 2.3% of the total insurance coverage cast($978,169). 

- 2 -  
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In Iate 1989 our general liability carrier, Ranger Insurance, inspected our LP gas 
operations and were Comfortable with all aspects of the operations, We responded 
satisfactorily to all of their follow-up inquiries including those regarding the gas 
check program, formalized training program, leak testing and response to calls, 
odorant use and testing, cylinder inspection and scale testing, regulator testing and 
changeout, and bobtail delivery responsibilities. An extensive ‘Inspection and 
Operation Maintenance Plan’ is maintained for each location and coordinated by 
Donnie MiddIeton. 

Gas Piantand Equipment 

A t  year end 1989, the total LP Gas Plant in Service net of accumulated depreciation 
was $3.9 million, Gas plant investment by Deltona Community follows: 

DeIbna Utilities, Inc. 
DeItmn Lakes 
Spring Hill  
Marco Island 

United Florida Utili ties 
Marion Oaks 
Citrus SpringslPine Ridge 
Sunny Hills 

Total - All Gas 

Gas 
Plant 

1,765 
1,44 1 
1.147 
4,353 

636 
462 
283 

1,381 
5,734 

- 

Ilecem ber 31,1989 ($000) 
Accumulated Net Want 
Depreciation Investment 

60 1 
445 - 442 

1,488 

1,164 
996 
705 

2,865 

148 488 
158 304 

219 
370 1.011 

- 64 - 
1.858 

Plant investment primarily includes the  cost of the pipeline distribution systems. We 
currently own the  gas storage facilities (tanks) at Marco Island, Citrus Springfline 
Ridge, and Sunny Hills. At the  other locations Suburban Propane, our primary gas 
supplier, has provided gas storage facilities for our use. Suburban is the sole supplier 
at  these locations and charges an additional $.05 per gallon for use of large storage 
tanks and $.20 per gallon for bobtail service and use of customer site tanks. The 
Suburban gas sales contracts automatically renew from year to year unless 
terminated by either party. Termination by Suburban gives Deltona Utilities the 
option to purchase the gas storage facilities at a price approximating 75% of original 
cost or to have Suburban remove the facilities. Termination by Deltona Utilities 
gives Suburban the option to force Deltona Utilities to purchase the facilities at this 
price (75% of original cost) or to remove the facilities. Although these contracts were 
signed in 1980, they automatically renew from year to year and appear to be in effect 
currently. A copy of the Deltona Lakes 1980 Agreement with Texgas, which was 
later acquired by Suburban, is attached as Appendix A. 

- 3 -  



Suburban proposed to sell the storage facilities at Deltona, Lakes, Spring Hill and 
Marion Oaks to Deltona Utilities in early 1989 for approximately $700,000. 
Replacement cost for new facilities has been estimated at approximately $1.4 million. 
Deltona UtiIities is currently renting these facilities from Suburban at a cost of $05 
for each gallon of propane going into the tanks or approximately $120,000 per year 
(2.4 million gallons x $.Os). The effect on our income statement of purchasing these 
facilities for $700,’000 would be negative because assuming new debt costs 10% 
pretax and a 10 year remaining useful life, we would record $70,000 of depreciation 
and another $70,000 of interest expense for a total pretax related cost of $140,000 
vs. $120,000 under the rent scenario. Maintenance and insurance costs would also be 
incurred i f  we owned the equipment. Suburban has proposed a method of payment for 
the facilities which includes $.Os per gallon add-on to the gas price over an eight year 
period. This method has the characteristics of a capital lease which requires that we 
record the assets on our books and the related depreciation and interest expense. A 
copy of Suburban’s 1989 equipment sale proposal is attached as Appendix B. 

Additional information is needed before any decision can be made whether or not to 
purchase these gas storage facilities. Although near term operating results would be 
better by continuing to rent the tanks, longer krm considerations such as projected 
levels of gas sales and actual equipment lives are important. Our rights and 
obligations with respect to the 1980 Suburban Agreement should be clarified and 
their current posture relative to a negotiated purchase has been requested and must 
be evaluated. Also, we should determine what terms for gas purchase and storage 
facility usage are available from other gas suppliers. 

Capital Expenditures included in I990 budget 

The 1990 capital budget for gas operations is $56,433. The budget items are 
primarily for replacement of operating equipment - with some items being shared 
with water and sewer operations. The gas budget amount is 0.2% of the total capital 
budget of about $28 million for 1990. 

Marketing - SaIes and Promotion Effort 

The  position of marketing manager was created in 1987, and Bud Atkisson began an 
effort to focus on the issues facing the business in an increasingIy competitive 
environment. Currently, the gas marketing manager is responsible for initiating, 
coordinating and evaluating LP gas promotional efforts at all locations. The thrust of 
the program is first, customer retention; second, replacement of electric 
appliancedequipment with LP gas; third, securing new commercial customers; 
fourth, new retail customers, H e  believes there is mom for residential business 
growth of about 20% within the existing pipeline distribution system over the next 
f ive years - plus any new commercial customers and growth in the tank and cylinder 
business. 

- 4 -  
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Historical customer counts follow: 

Gas Customers 

Deltona Lakes 
Spring Rill 
Marco Island 
Marion Oaks 
Citrus Springs 
Pine Ridge 
Sunny Hills 

Total 

Nov. 87 

3,049 
3,208 
710 
914 
596 

35 
183 

8,695 
- 

Nov. 88 

3,035 
3,176 

71 1 
916 
588 
35 
182 

8,643 
- 

Nov. 89 

3,060 
3,104 

727 
910 
570 
35 

177 
8,583 

Apr. 90 

3,035 
3,114 
723 
917 
542 
33 

174 
8,538 
- 

%Change 

<0.5%> 
< 2.9% > 
1.8% 
0.3% 

<9.1%> 
c 5.7% > 
< 4.9% > 
< 1.8%> 

C wren t promotion efforts include high volume discounts for commercial custamers; 
fixed price for specific time frame; free piping installation with guaranteed usage 
amount;  local 24 hour service; combined utility billing convenience; energy 
eficiency; gas water heater free with furnace purchase for pipeline customers; special 
prices on gas appliances to replace existing appliances; swimming pool heating; 
advantages of LP gas over electric; check-up service; gns appliancelequiprnent 
displays in customer business offices; atc. Bud has developed a customer survey 
which he envisions as a one-on-one home visit to discuss gas usage with utility 
customers and collect information on what customers have and want. The survey 
has not been completed. 

Gas appliances and heating equipment are sold to gas customers primarily to 
maintain or increase gas demand and as a convenience to customers. Merchandising 
has not been profitable historically on a stand alone basis. Small merchandise 
inventories are maintained for display and for sale with local contractors performing 
installation. As sales are made, most of the appliances are obtained from local 
dealers which eliminates the need for large inventories. However, controls over 
appliance inventories could be enhanced by maintaining a list of all appliances 
purchased with current status noted (i.e. in inventory or soldlinstalled.) These items 
are expensed as purchased and there is currently no record kept of items in stock. 

Cas I’ricing to Customers 

Unt i l  the sharp climb mid-winter ‘89-90, IJ’ gas prices had stabilized since about 
1985 - even declining somewhat.’ To retain or attract large volume commercial 
customers, Bud Atkisson developed contracts which gunranteed a certain price tu a 
customer for a period of time (say one year) in exchange Tor a guaranteed annunl 
consumption minimum amount. This rate was based upon an industry benchmark 
price and adjusted periodically under the contract terms. He also may incorporate 
incentives such as piping installation and free service calls for a specified time. The 



con'tracts contain penalty provisions for cancellation or not meeting the minimum 
use. Quality service, technical expertise, reputation, and attention to safety are key 
considerations for customers when discussing LP gas purchase contracts, also. 

Based upon his experience in the industry, Bud's pricing approach is something like 
this: given a customer with 100,000 gallons annual usage, we need a 9.20 per gallon 
margin including the $.05 premium paid to our supplier for tank usage; given a 
customer with 10,000 gallons annual usage, he prices at around $.50 over cost. He 
believes that the pipeline offers the customer a $.IO price advantage over truck 
delivery to customer-site tank. Bud stresses heavily the impact of competition on 
pricing, and has questions about the amount of'owrhead' type costs assigned to the 
gas division by the utilities. Further work should be done here to verify the pricing 
assumptions being made and the basis for cost distributiodallocation. 

Competitive vs. ltegulated Uusiness Environment 

The structure, policies and procedures of the Southern States Utility Services 
organization is geared to a regulated mode of operation, working with  customers in 
franchised service areas, rocusing on customer service, equitable distribution of costs, 
and earning a fair rate of return on our investment. Although there are many 
synergies among the water, sewer and gas businesses, it seems to have been difficult 
to adapt the established mode of operation to the gas business where competition and 
opportunism are facts of life. The nature of operatingharketing information 
requirements is rather different from that normnlly provided a regulated utility. 
There can be conflicts when significant price changes occur for gas, and established 
policies and systems, 8s well as utility customer relations factors, do not permit quick 
adjustment of rates. However, the advantages of providing a full range of utility 
services, combined customer billing, on-site presence of utility personnel, additional 
customer contact through promotion activities, and the gas business profit we've 
experienced are factors which accent the synergies of water, sewer and gas. 

Profitability and 'I'rends 

In 1989 total revenues from LP gas sales of 2.6 inillion gallons was $2.86 million with  
a 32.5% gross margin of $.93 million (net of operationdmaintenance, administrative, 
customer service and gas costs). Appendices D and E include historic revenue and 
cost data for Deltona UtiIities and United Florida, respectively. Upon review of 
revenues and expenses 1980 through 1989, revenues are stable (effect of increased 
consumption and lower gas prices). Gas costs have declined substantinliy, while 
operations, maintenance and adminisha t ive  costs have experienced significant 
increases. In 1989, gas cost, opeiationdmaintenance, and customerladministrative 
expense were 38.6%, 12.24, and 16.7% of gas revenues, respectively. Although 
relative growth has been more significant in the less developed utility divisions, the 
gross margin on gas sales in 1989 continues to be much higher in Deltona utilities 
than the Iess mature United Florida Utilities (48% VS. 31%). These statistics 
represent operating information before tax and debt costs. The corresponding 1989 

- 6 -  



APFENDIX u. 
- gross margins in the water and sewer operations were 55% and 47% for DeItona and 

46% and 49% for United Florida. 

A recently completed consultant’s analysis showed the fol’olowing level of investment 
and earnings during 1989 for t h e  gas operations. 

Gas Investment (Rate Base) 
Equity Ratio 
Equity Investment 
Net Income 
Return on Equity 

($0001 
neltona Utilities United Florida 

3,056 1,014 
44% 76% 
1,334 770 

150 45 
11.2% 5.8% 

Total 
4,070 

52% 
2,104 
195 
9.3% 

While returns on gas investment exceed those currently earned on water and sewer, 
they are below the cost of capital of these entities. 

Conclusions and ltecommendations 

Current earning levels for the Deltona utility group are not adequate and must be 
improved. On the regulated side of operations, rate case filings and other activities 
are underway to help correct this situation. Of course, improving gas earnings will 
require a much different approach. Bud Atkisson’s memo (See Appendix C) provides 
his view of the current status of  the gas operation and recommendations for 
improvement. The memo includes informative background information and proposes 
actions which must be evaluated. 

At this time, it appears that  nobody is responsible for the success of the gas business. 
An individual should be placed in charge of the gas operations who will dedicate 
100% of his or her time to this unregulated segment. Once up to speed, this 
individual should be empowered to make changes required to properly run this 
business in a competitive environment, These changes would include redesigning 
information requirements and modifying procedures to allow more timely rate 
changes. 

A more complete set of financial statements relative to the gas operations should be 
designed. Currently, operating statements are incomplete and gas balance sheets do 
not  exist  making it  difficult Lo identify a true level of investment and related return. 
Such reports are needed on a timely basis to support decision making and assess our 
success or  failure. 

A proposal has been made to break out  the gas operations as a separate corporation. 
Establishing either a gas “division” or a separate corporation would be preferable to 
the current situation in which gas is a “stepchild” to water and sewer. However, the 
gas operation will  continue to require allocated labor and administrative services as 



gas’is too small an operation ta justify ful1 time employees at all locations and stand 
alone billing, payroll, etc., systems. 

No information was obhined from investment banking contacts which would assist 
in determining the value of our gas operation in a sale scenario. We did not request 
proposals from potential buyers at this time but several have been identified. We feel 
that any improvements which we can make to the gas operations in the near term 
will enhance i t s  value if sold. We should better understand what we have and its 
prospects prior to making this decision. 

G. R. Van Tassel 

P. D. Bergerson 

- a -  



UNITED FLORIDA (GAS) 
TOTAL REVENUE VS. TOTAL A&G, O&M EXPENSE 
(SUMMARY OF ALL PLANTS) 

I MAIN. EXP. I COST OF GAS I REVENUE I OPR. EXP. I 



DELTONA UTILITIES, INC. (GAS) 
TOTAL REVENUE VS. TOTAL A&G, O&M EXPENSE 
(SUMMARY OF A L l  PLANTS) 

i 



APPENDIX
;( 0
/1 

fi-' 
\ 1\ p(\� 

1 _ OF ,0\ ,�(f'1 \ 

Oper.Exp.) 
Oper.Jnc_ 

(Allce.lnUxp.) 

/(5) 

A

" 
.. 
:: 
.. 
.. 
. . 
.. 
.. 

- .. ------ .. - . . 
.. 

----- --.. - .. 
.. 
. . 

.. 
.. 
.. 
.. 
. . 

------- -- .. 
. , 
.. 
.. 

____ w_ .. __ _ .. .. ____ ..... _ ... __ ... ... __ ____ .. _ _ _ _ ________ .. __________ ... ___ _______ .. _ _ _ .... ___ .. _ .. __ .. .... ___ ___ .. _____ 

- -- .. -----

. ' 

/ �'5 

PAGE 

IOn RevlOUes 2800 au 3021 3150 3211 3401 3543 JiBS 3132 3915 4115 HlO &.

	 

�S 

(611 2213 2m 7411 2m HIS m. 2906 3031 3 112 WI 3U1 3m 

m 5U 561 5U 100 61t m 654 no m m 51! 
It! Ul It! 191 ISl Itl 191 191 191 191 191 IU 

Pre-Tlx Inco.e 330 m 310 m m 422 UO 451 463 410 500 500 

(lnc ... 1 lu) m 14 I 148 155 161 169 m 113 115 III 200 200 

611 Nit IncC*l 191 211  222 232 m m 261 2H m m 300 300 
&:1&•• ú c::;: c:;::: ::;«: •• 1: ••••• a •••••• c •• aa •• z.s •••••••••••••••• aaa:.......... as•••••• 1: ••••• &cs •••• 1: &1: 1;& ••••••••••••••••••••••••• a ••••••• :11:_ a •• E:.c c a. &z allall:& ••• :1 ••••••• c ••• a .. a •••• II ••••••• I: &1:& •••• r:: •• z: II 1:'.2:= •• S=. z: I: = 

Subsidiary Pirfor-.nci - SCHEOOLE S112 
1/1/111/1111111111111( 11111111111111111111111/11111/11111111111111111111111111111111111111111/111/ 11111111111111111111111111111111111111111111111111111111/11111111111111111111111111111111111111 1 II1 1 II1 1 II1 1 I 

SOOTHERH STms UTI ITY SERVICES 1/1 EstlNttd Projected
11111111/11111111111111/11111111111111 1m 1911 1m 1111 lU4 IUS lin U91 1m 1m 2000 2001 - CO 1111 E II T S -

- -- -------
INCCI'IE SlATEMENT i 

----...---
Niter Ind S .... r RIVIIlUIC 
Other Oper . Reveou .. - I 
Other Oper. RIVtnUII - 2 

10m REVENUES 

W. All; ExpenslS
De�lChtlon/Aaort.
Ot r Oper.Exptnses (IncOlN) 

lOTAL OPER.EXPENSES 

OPERAliNG INCOME 

Intlrllt Expense 
( flJOC: Debt and Other) 

PRE-TAX IHCOIIE 
Inccel Tax Expense 

lET IHC<»IE tl9Uhted)
lET INC<»IE LP Gas) 
IE1 INCOIIE Ot her ) 

- -----

m16 
0 
0 

--
-

- .. 
.._ ---

33m 

21131 
3511 
-135 

21613 

toO3 

6161 
1m 

--_ ..... ..  .....-

3611 
13U 

ml 
198 

0 

------ - ------ -.. --- - ------- ------- --- ---...- - --------- - ---- ------ --- ----- ----------

31295 45057 52551 59101 moo um 15554 IIlIl 11m II116 102200 
0 0 0 0 0 0 0 0 0 0 0 

0 0 0 0 0 0 0 0 0 0 0 

--------- --....- .. -- --- .. _--- -----_.. -_..._-- -.. --_ .. - ---....... - --_......--- -........_- ---.. -_ ..- -.. -.......-
31295 CS051 S2551 BIOl &UOO "m lSm III " 11m 11116 102200 

2269J 23930 15m aus BUl Jl350 4un 16m S\6H SHU 1\500 
ms 6\26 UU 6125 1011 7m 1672 1005 1m me 1000 
-m -m -635 -535 -635 -135 -635 -635 -m -635 -635 

---_ ..-..- --_. _ ---..- - _.. .... .. - ---..-.-- ---.. _ .. -- ----.. -- --_ .. _--- --------- ----- ... --- ----- ... -... - ... --_ .....-.. -
26563 21421 mu 36036 39151 U061 uroe moo 5H15 65m 69855 

--------- --- .. ... -.. - - _.. _--.. - ------_ ..- --- .. - _ .. - ---_ ....... - -- .. _-- -- --- ...... _-- ---..-...--- --- ... -..- -- -- -------
11m 1 5636 um 23012 24142 2S151 26m 21116 29 III 30m 32335 

me tlSl un U!I 10m 10m 10170 11322 11m 125U 13200 
539 m m 533 m uo m 753 165 m 900 

em 1m 11010 IlIU 15513 160lC 16m 11341 18m 11911 20035 
1111 2m em 5421 6065 mt 6S29 6196 1090 1411 1000 

--------- -----.. -- --- .. _--- ----- - .. _- ---- -.. --- ---... -.. - -_ .... - ..- ---- ..---- ---- ---- --- - .. .... -- --- .. ---- -
2m em 6751 IUD ,.41 IUS 10Ul 10551 10m 11199 12035 

211 m m m m 2U 274 m m 300 300 
0 0 0 0 0 0 0 0 0 0 0 

---------------------------_ .. _---------- ---..---------------.. ---------_ .. --------..--.. --------------------------------_...... --------------- _..------..-...---------- --- -

ASSEl 8ASE 
Estl••ted 

IH1-90 
Projected 

12-31-11 12-31-92 1 2-31-93 12-31-94 I2-3H5 IH1-96 12-3Hl IHHI IH I-II IHI-OO IH1-01 

81023 
20S1 

U321 
COlO 

42016 --... ---- .. 



intra compeny oorreapondenee 

June 18, 1990 

1 
, . !  

, , , , -  ' .  
I .  ' ' -  ! "  
I' : 

S. W. Vierirna 

Re: Long Range Forecast Requested Data 

As you requested in your May 24 letter, I have put together the following t 
SSUS gas-related investment and associated returns* Also, 1 am providing this information to 
Dick Ausman for his review and incorporation into the consolidated SSUS projections. 

* 

, . *  

At the end of 1989 DUI had approximately $3,05OK of gas-related investment funded by $1,320K 
of equity (DUI's equity ratio was 43% at 12/31/89). DUl's gas earnings in 1989 provided a return 

' 

on equity of about 11.2%. United Florida had approximately $1,01OK of gas investment r b  1 

representing an equity investment of $700K (United Florida's equity ratio was 69.4%). Earnings 
for 1989 from United Florida's gas operations provided a return on equity of about 5.8%. 

This forecast assumes no major changes in the gas operations with gas plant additions equal to r- ' r  

2) decreasing cost of debt, and 3) better utilization of United Florida plant as densjty imp 
changes in equity ratio's have been made. 

a i  

I 

annual depreciation and gradual improvement in returns due to 1) more effective management,' * - 3  

($000) 
1 

f999 19921992 Im.1994 = 1996 199L1998'- 
1m------- I -  I---- ----- -----*-----  ----I ---I-- -----*- - --------I ---- _---  u 

-1- 
ROE ~~~~~~~~~~ 

Net Income 155 162 169 176 182 189 t 96 203 203 203 

750 - - -*----  *-_ 

l b u M J u m  
'EquIIy' Investment 720 
ROE u ! & s . s % 7 . 0 i  
Net Income 43 49 53 

F. 

Please advise if you have any comments 
- .  
, + I  
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Q E M S O t a  poWW / 30 west superror street / duluth, mtnnesota 55802 / teleRhhone 218-722-2641 

August 28, 1992 

Mr. Arthur Atkisson 
Southern States UtiIities, Inc. 
1000 Color Place 
Apopka, FL 32703 

Dear Bud: 

In response to your facsimile to  me of August 25 (see attached), I have 
enclosed the following documents I have generated or have had generated 
reIated to the sale of the remaining gas systems: 

LP Gas Valuatfon Report dated April 9, 1991. 

Justification for Capital Expenditure to Purchase Bulk 
Storage Equipment for Gas Operations at Spring Hill and 
Marion Oaks dated February 7, 1992. 

April 1992 Selected Information for Propane Gas Division. 

Propane Supply Consultants of Virginia, Inc. Report dated 
August 18, 1992. 

If you have any questions or need further information, please let 
me know. 

Laura A. Holquisk 

LAH:mkw 
Enclosures 
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mrnnesota power 

April 9 ,  1991 

intra company CorresDondence 

TO: J, K. Vizanko 

SUBJECT: LP Gas Valuation 

i 

During 1989 Topeka exercised i t s  option to con rt the preferreL 
stock of Deltona f o r  all of t he  outstanding common stock of 
Deltona's u t i l i t y  companies. 
businesses, Topeka acquired an unregulated LP gas segment, which 
currently serves approximately 8,500 customers. 
gas sales f o r  1990 were about $ 3 . 2  million. L e h i g h  U t i l i t i e s ,  a 
p o t e n t i a l  acquisition candidate for Topeka in 1991, also has an 
LP gas segment, which served about 2,100 customers and had 
revenues of approximately $450,000 in 1990. 

In a d d i t i o n  to water and wastewater 

Revenues from LP 

The F l o r i d a  Public Service Commission has indicated that it may 
consider such  unregulated enterprises  as being funded 100% from 
equity, which would negatively impact the earnings of the  
regulated water business. F u r t h e r ,  Topeka is assessing whether 
LP gas truly fits into its v i s i o n  for the f u t u r e .  F o r  t h e s e  
reasons, Topeka has requested that we determine the value f o r  
which we believe these LP gas assets  could be sold. I have 
considered below t w o  methods to estimate t h e  value of these  
a s s e t s ;  comparable transaction analysis and discounted cash flow. 

C o m m r a b l e  Transactions 

I have researched recent LP gas acquisitions and found 
information on four relatively s m a l l .  (under $35 m i l l i o n  
acquisition costs) LP gas only transactions. From this 
i n fo rma t ion  I calculated price multiples based on three operating 
variables : annual  revenues; annual g a l l o n s  sold; and number of 
customers. I found that the price paid has averaged 1.75 t i m e s  
annual revenues, 1 . 7 2  times gallons sold per year, and $960 per 
customer. The c o s t  per customer varied more significantly from 
t r a n s a c t i o n  to t r a n s a c t i o n .  This is due, I believe, to 
variat ions  in the ratio of wholesale customers to total 
customers. 
less reliable i n d i c a t o r  of t he  expected value. I have therefore 
used t h e  price per gallon sold and per annual revenue multiples 
f o r  t h i s  analysis. Net book value and net income i n fo rma t ion  on 
these t r ansac t ions  w a s  not available f o r  comparison. 

In my op in ion  t h i s  makes the price per customer a 



Applying t h e s e  multiples to the Deltona variables for  1990 y ie lds  
a -pr ice  in the range of $5 to $5.5 million. 
figures would be $725,000 to $810,000. 
would be valued at $ 5 . 7  to $6.3 million. 
calculation of these values. It should be pointed out that these 
transactions occurred in 1989 and that I did not  find any sales 
of LP gas o n l y  enterprises occurring since then. 

For Lehigh, these 
Thus the combined assets 

Attachment 1 shows the 

Discoun ted  Cash Flow 

One way to look at the value of t h e s e  assets  is to estimate the 
net cash that they w i l l  produce into the future  and discount 
t h e s e  cash flows to a present value. This discounted amount 
would represent what we expect to earn and, as such, would 
represent t h e  m i n i m u m  amount we would expect to receive on a sale 
of t h e  assets. 
escalating 1990 values by 4 %  per  year. 
c a l c u l a t e d  using t a x  depreciation based on historical 
d e p r e c i a t i o n  schedules on file in t h e  Tax Department. A terminal 
value of 1.75 times annual revenues in the  t e n t h  year of the 
projections is assumed, as is a discount rate of 15%. 

Based on these projections, the m i n i m u m  price we would expect to 
receive f o r  the Deltona assets is $4.8 m i l l i o n .  S i m i l a r l y ,  t h e  
minimum p r i c e  for the Lehigh assets is $625,000. Attachment 2 
shows t he  cash flows and the calculation of the minimum sale 
price while A t t a c h m e n t  3 shows the minimum sale price using 
different discount rate assumptions. 

If w e  were to decline an offer to sell t h e  a s s e t s  f o r  the $ 6 . 3  
m i l l i o n  ind ica ted  by the comparable t r ansac t ion  ana lys i s ,  w e  
could consider the $ 5 . 6  m i l l i o n  after t a x  w e  would have received 
to be an  investment and the  projected net cash generated by t h e  
assets to be the cash inflows associated with that investment. 
The internal rate of return f o r  t h i s  cash f l o w  stream is 13.3%. 
As you increase the amount of t h e  investment ( t h e  cash foregone) ,  
the internal rate of return associated with the decision to 
d e c l i n e  t h e  offer decreases. 

I have estimated future revenues and expenses by 
Income taxes paid are 

Jncome Effects 

Currently, the net book value of the combined gas plant assets is 
approximate,ly $ 4 . 6  m i l l i o n  ( $ 3 . 8  million for Deltona and $800,000 
for L e h i g h ) .  If these assets w e r e  sold f o r  $6.3 million based on 
t h e  comparable transaction analysis, the book gain on the sale 
would be $1.7 m i l l i o n  before tax  and $1.0 million after-tax. The 
after-tax cash received from this sale would be $ 5 . 6  mil l ion .  
Attachment  3 shows these  effects at various sale prices.  



Conclusion 

The comparable transaction analysis supports a s e l l i n g  p r i c e  f o r  
t h e  Deltona and Lehigh LP gas assets  of $ 6 . 3  m i l l i o n .  
p r ice  the present  value of cash received exceeds the present 
value of cash w e  would otherwise expect to receive by r e t a i n i n g  
the a s s e t s .  An after-tax gain of $1 million would be recorded on 
t h e  consolidated Topeka income statement. If Topeka were able  to 
negot ia te  a higher  selling price,  the gain and the after-tax cash 
received would both be greater than indicated. 

At t h i s  

If you have any questions, p l e a s e  advise. 

C: 
/ 

D. G. Gartzke 
S. W. V i e r i m a  
F i n a n c i a l  Planning Routing 



Attachment 1 

LP Gas Recent Transactions 
Multiples Applied to Topeka Companies 

1990 Revenues 3 , 1 7 5 , 0 0 0  463,000 3,638,000 

Mu 1 t ip 1 e 1.75 1.75 

I n d i c a t e d  Value 5,556,250 8 10,250 6,366,500 
-------- -----I--- --------- 

1990 G a l l o n s  Sold 2,900,000 

Multiple 1.72 
I_--elb-- 

I n d i c a t e d  Value 4 , 9 8 8 ,  aoo 

421,000 

1.72 
----__-I 

724,120 

3 , 3 2 1 , 0 0 0  



DELTONA LP GAS OPERATION 
PROJEtTfD BOOK INCOME AHD CASH FLW 

GROSS REVENUE 
COST OF GWDS SOLO 

GAOSS PROFIT 

VARIABLE OH COST 
BOOK DEPRECIATION 

TOTAL WER EXP 

NET OPERATIMG IMCOnE 

PRETAX BOOK INCOHE 

1991 

I 3.500,000 
s 1.400,OMl 

CASH FROM OPERATING AC S 273,893 
LESS: CASH FOR INV ACT 0 

LESS: IHVESTMENT INCOn 5 5,979 
PLUS: TERHINAL VALUE $ 0 

CASH INFLOU S 267,915 

----------- 
CASH INFLOW INCL IhV I I 275.893 

----------- 

HET PRESENT VALUE 

TOTAL EQUITY 
AVG EQUITY 

RETURN ON AVG EQUITY 

GROSS M A R G I N  
PROFIT HAAGIN 
COVERAGE 

$ 842,997 f 905,245 
J 161,536 I 166.920 

f 681,462 S 739,324 
f 79.316 I 110,331 
t o s  0 

f 602.146 f 628,994 

_I_r__f____ I* -----_--- 

- _ + _ _ _ _ * _ _ _  -------r-+- 

f 973.069 
f 172.484 

S 800,585 
f 143.946 
I 0 

5 6$6,639 

-.._______-- 

________"_* 

S 1.281.077 
196,658 

f 1,084,419 
S M7.618 
t 6,322,841 

s 7,099.642 

-------I_-- 

- - -r*___-*_ 

$ 232.969 f 649,415 I 1,028,187 S 1.372.466 E 1,685,187 5 1,969,070 2 , 2 2 6 . a  f 2,460,159 s 2,671,935 f 4,426,858 

s 4,321,497 f h,po3,53C f 5 , 5 3 4 , 7 6 3  t 6.218.441 S 4,958,003 f 7.757,M7 s 8,619,464 9,549,349 S 1 D . S 5 0 , 4 t l  I 11.627.736 
s 2,1~),749 $ 4,612,516 $ 5,219,148 I 5,876.602 S 6,588,222 S 7,357,235 f 8,168,255 S 9,08b,296 S '10,049,785 $11,089,079 

25.062 
1z.111 

57.582 
16.41% 

9999w.m 

12.62% 
===PPI 

57.58% 
16.96X 

999999.00 

11.23% 
===I== 

57.58% 57.58% 57.58X S7.58X 
17.69% 18.42X 19.16% 19.WX 

999999.00 999999.00 999999.m m . 0 0  

10.53% 
ICE==-  

57 .S8% 
20.6SX 

9999w. M) 

10.23% 
=IC==* 

57.58% 
21 - 4 1 %  

m . 0 0  

9.96% 
mm=11= 

57.58% 
22.17% 

9Ww9.00 

9.72% 
I===*. 

57.58% 
22.94x 

m . m  

'XI c1 N3 d d W 
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DELTONA LP GAS OPEBBTIONS 
CALCULBTION OF MINIMUM SALE PRICE 

MIINIMUH SALE PRICE 
LESS TAX BASIS TODAY 

TAXABLE GAIN 
TAX U T E  

TAX 

AFTER TAX CASH RECEIVED 

4 , 8 3 1 , 6 9 8  
3,755,853 

404,841 

4 , 4 2 6 , 8 5 8  
I I I g I I I I Ii 



CEHIGH LP GAS OPERATIOH 
PROJECTED BOOK INCOHE AND CASH FLOW 

1991 1992 

GROSS R E V E W E  S 482,150 S 501.436 
COST OF GOODS SOLD S 204,550 J 212.732 

______-____ --------r__ 

______-_-__ 
GROSS PROFIT s 2 7 7 . m  s m , 7 0 4  

*---**-4___ ----------- 
VARIAGLE OH COST f 130.Mx) f 135,200 
BOOK OEPRECIATION f 29,651 I 30,392 

TOTAL OPER EXP f 159,651 J 165,592 

NET OPERATING lNCOHE S 117,949 I 123,112 

--____-_--- ----------- 
______-_r_-  ----------- 

f 158.986 

CASH FROM OPfRATlHG AC $ 46,633 
LESS: CASH FOR IHV ACT s 0 

______--*-*  

CASH INFLOV INEL INV 1 1 46,633 
LESS: INVESTREHT INCOM 1,018 
PLUS: TERRIMAL VALUE s 0 

CASH INFLOW I 45.615 

S 129,717 
S 31,152 

S 98,565 
f 11,777 
s 0 

S 86,780 

-11”1111+-- 

--------*-- 

S 138.676 
f 31,931 

t 1W.9h5 
S 16.264 
f 0 

f 90,681 

___-----___ 

_ _ _ _ _ _ _ _ _ _ f  

s 166,129 
I X,3M 

t 131,745 
C 31,912 
I 0 

t W,831 
_____*_L___  

NET PRESENT VALUE $ 39.6665 S 99,659 $ 154.235 f 203.8Sb I 248.941 f 289.746 S 326,301 S 358,935 t 308,246 J 6 5 1 , 4 5 9  

TOTAL EQUITY $ 854,252 $ 934,889 S 1,022,677 S 1.118.092 $ 1,221.637 S 1,353,836 S 1,455,211 S 1,586,282 I 1,727,603 $ 1,879,787 
AVG EQUITY f 427,126 S 894,571 S 978.783 S 1.070.304 S 1,169.864 f 1,277.737 Z 1,391.523 S 1,5M.?47 S 1,656,943 I 1,803,695 

RETURN ON AVG EQUITY 17.46% 9.01% 8.97% 0.91% 8.85X 8.78% 8.rox 8.62% 8.53% 8 . W  
I C P P I .  ==El== E===== F = r c = f l  P====P PzzE=I *I==== ==E=== *IIcc- C - I I I C  

GROSS HARGIH 
PROFIT RARGIN 
COVERAGE 

57.58X 57.582 5’. 58% 57.58% 57. sax 57.56% 57.56% sr .58x 57.58% 57.582 
15.47% 16.0BX 16.83% 17.59% 18.36% 19.13X 19.90% M.66X 21.42% 22.10% 

m . 0 0  999999.00 9999w.m 999999.00 m . M l  999959.00 m . M 3  m . 0 0  999999.00 SW?W.W 
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LEEIGH LP GAS OPEUTIONS 
CALCULATION OF MINIMUM SALX PRICE 

MINIMUM SALE PKlCE 
LESS TAX BASIS TODAY 

TAXABLE GA3X 
TAX U T E  

AFTER TAX CASH RECEIVED 

623,154 



Discount Rate 

18% 

1 5 %  

12% 

Attachment 3 

LP Gas DCF Analysis 
Sensitivity to Discount Rate 

Minimum Sale Price IS millions I 

Deltona Lehish Combined 

$ 3.7 $ 45 $ 4 . 2  

$ 4 . 8  $ ' 6  $ 5 . 4  

$ 6 . 3  $ . 8  $ 7.1 

LP Gas Book and Cash Effect 
A t  Various Sale Prices 

Combined Sale 
Price ( S  millions) 

$ 4 . 6  (Book B a s i s )  

$ 5 . 4  ( D C F  Indicated Value) 

$ 6.3 (Comparable Sales) 

$ 7 . 0  (Sensitivity) 

After-tax 
Book Gain 

$ 0  

$ 1.0 

$ 1.5 

After-tax 
Cash Received 

$ 4 . 5  

$ 5.1 

$ 5 . 6  

$ 6.0 



Propane S u p p ~  Consultants 
of Viqginia, Inc, (804) 272-0260 

Dan and Grace Hinchman 

Atigitsr 18, I992 

Luura A. Hdqirist 
Topeka Group 
Minnesota Power 
30 West Superior Street 
Drrhrth, Minnesota 53'892 

CUiVF ID E,VTIA L 

S S U  REVISION II 

Deur MS. HoIqiiist 

Per  your request we are sribnrittiiig u , av i s t*d  report rvliirli rel lccts sorve udditional [ C X ~  as well  as 
a d d i t i o n a l  charts and graphs .  

In compliance wit11 an agreemeiir but w e o i  Topeka Groiip. lf tc. ,  w c  are nrbnrirtirrg 0111' report  based oft 
a review of yotir operating doru otid JiriuiiciuI dula as di.sylaycd in your prosprcrris, p l ~  our fi i idings 
and reactions us a result 01 a perrtinul v i s i t  to uII Iocaririris except Surrnp Hills. Diiring these visits we 
observed ail biilk plant properrier, thc guficrnl urea bcitip d c i ~ l o p e d ,  your f i e l d  of j ices  and certairr 
undergroiirid tank systems. 

Prior io  beginning oiir visir, we 111c; will1 D. E. Middlc l~i i~  und A .  L. rl[kis.soti  for u b r i c j  overview of 
rhe gas operations; tile! WCI'C kiioic*ledgcithle OJ the bir.sitiu.s.s and I ~ O S [  cooperati\-c i i i  arisluerirlg our 
inqrriries. Mr .  Middieron occotnpmiicd l i s  ru [I tc  :h'ortli Tntnpa locations (JIarioit, Citnrs - Pine Ridge 
and Spring H i l i ) .  

Enclosed yori wil l  f i t id  a siitiitriur)' u f OUT findiiigs, o/>itriotis, and recotntrlerrdari~~ii~.. Also, we are 
attaching several pages of miscellarteuus comparative opcratirrg daru which nia! br u j  assistarice to 
yori i n  dealing with prospective bri?,ef. ittqiiirics. 

We arc irr tfre process of edi t ing video tapcs of [lie variuiis Iocaliotls. Mosr 01 (lie fovrage regards the 
North Tampa properties,  which have bceit uot?iniitted by letter of iiitent atid wiII I ~ O I  be 17ii~ch ltse if this 
trarrsactiori is concluded. The vidco 01 Lelt igh is inirrimul since evcrjthing is undergrou~td. We do have 
some foolage ai Marco showing the biilk pIuiit faci l i ty .  

Yotrrs Trirly, 

D .  E.  Hinchnrart 
deh I gkh  
encIosiires 
a:SSU 

3301 Margare Drive 4 Richmond, Virginia 23235 



Dr, I1;J-R - APPENDIX 

At t h e  t ime  PSC became a c t i v e l y  invo lved  w i t h  Minnesota Power 
regarding t h e  proposed sa le  of s p e c i f i c  retail propane gas 
operations l o c a t e d  in t h e  state of F l o r i d a ,  Minnesota Power had 
already made t h e  d e c i s i o n  to d i s p o s e  of these p r o p e r t i e s  ra ther  
than attempt to develop t h e i r  full potential as a p r o f i t a b l e  
o p e r a t i n g  u n i t .  

O u r  assignment was t o  review t h e  operating d a t a  and to assist in 
d e v e l o p i n g  a marketing a p p r o a c h  for t h e  discovery of prospects and 
p r e s e n t a t i o n  of f i n a n c i a l  and o p e r a t i n g  d a t a  required by buyers. 

At t h e  o u t s e t  of our a c t i v i t y  it became probable  t h a t  a sale of t h e  
North Tampa a r e a  operations would be consummated on or before July 
15, 1992. These properties represented a substantial portion of the 
business as follows: 

TOTAL NORTH NORTH T m P A  
SYSTEM TAMPA % OF TOTAL OTHER 

I ,  793,580 9 7 4 , 4 7 0  5 4 . 2  824,110 

NUMBER OF 
CUSTOMERS 2,317 /I 7,121 4 , 8 0 4  6 7 . 4  

SALES REVENUE $2,656,339 $1 I 664,634 62.6 $991,705 

COST OF GAS 1,163,768 6 4 2 , 8 3 0  5 5 . 2  520,938 

GROSS PROFIT 1,492,571 1,021,804 6 8 . 5  470,767 

ASSET INVESTMENT 5,529,450 2 ,714,378 49.1 2,815,O 72 

As ev idenced  by the c h a r t  above t h e  choice locations w i l l  have  been 
removed from t he  t o t a l  p a c k a g e .  T h u s  t h e  remainder cou ld  have  
limited appeal to p r o s p e c t i v e  buyers. 

Pmpanc Supply CDosultants Ol Virginia, Inc. July, 1992 



APPENDlX D/? 17d -A 
n 

2 

PROCEDURE 

W i t h  t h e  above i n f o r m a t i o n ,  w e  v i s i t e d  a l l  l o c a t i o n s  excep t  Sunny 
Hills f u r  t he  purpose  of a c t u a l l y  v i e w i n g  t h e  properties and 
t a l k i n g  w i t h  k e y  personnel to obtain a general overview. Our 
primary targets of concern w e r e  bulk plant f a c i l i t i e s ,  l o s s  of 
customers, r e v e n u e ,  and unaccounted f o r  product losses .  

OBSERVATION AND COMMENTS 

North T8mWa 
S p r i n g  H i l l ,  Marion Oaks, and C i t r u s  Springs/Pine R i d g e  comprise 
t h e  North Tampa a r e a .  Several  comments apply t o  a l l  l o c a t i o n s .  
These properties a r e  geographically linked in t he  same general  a r e a  
and are similar in nature of c l i e n t e l e ,  consumption patterns and 
s h o u l d  be marketed as a g r o u p .  

One situation became immediately prominent because of its l a c k  of 
visibility. There is n o t  and  h a s  n o t  been a marketing program 
d e s i g n e d  to g a i n  new bus iness  and a t  t h e  same time supported by 
capital and operating budget f u n d s .  As a result, t h e  e n t i r e  
atmosphere was one of trying to retain e x i s t i n g  business and 
minimize l o s s e s .  V o l u m e s  have been steadily declining f o r  a t  l e a s t  
e i g h t  years .  The retail l e v e l  there appears to be a concern, but 
no corrective a c t i o n  is b e i n g  i n i t i a t e d  at any l e v e l .  

In d i s c u s s i n g  r e t a i l  p r i c i n g  w i t h  area  supervisors, we are of t h e  
o p i n i o n  t h a t  t h e  l o c a l  manager was no t  aware of current competitive 
prices. R e t a i l  price changes apparently o r i g i n a t e  from t h e  Apopka 
off ice .  T h e  p r o p a n e  industry p r i c i n g  patterns are very v o l a t i l e  
and cons tant  monitoring of both  wholesale and retail price changes 
is e s s e n t i a l .  

L e h i q h  
Leh igh  is made u p  of basically a l l  1000 gallon underground tank 
" b l o c k  systems" w h i c h  p r o v i d e  maximum average size deliveries. 
Deliveries currently are contracted to an outside delivery service.  
These deliveries could and p r o b a b l y  s h o u l d  be handled by Marco 
I s l a n d ,  where two delivery t r u c k s  are stationed. Volumes at Marco 
I s l a n d  are very small and t h e  two u n i t s  could serve t h e  needs of 
both  operations. 

Pmpaoc Supply Consultants of Virginia, Inc. July, 1992 
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L e h i g h  s h o u l d  be one of t h e  more a t t r a c t i v e  l o c a t i o n s  to most 
retail propane dealers already established in t h e  a r e a .  Advantages 
to buyer are t h a t  buyer gets o n l y  t h e  customer, volume,and margin, 
which can all be absorbed into existing t r u c k ,  plant and office 
f a c i l i t i e s .  Incremental operating cost t o  buyer should  be in t h e  
range of 10.00 c e n t s  p e r  gallon. T h i s ,  coupled w i t h  a 15.00 c p g  
reduction in cost of goods due to performing d e l i v e r i e s  inhouse 
shou ld  allow t h e  buyer a gross profit of 81.00 c p g  in addition to 
a d j u s t e d  lower operating cost. 

Closer a t t e n t i o n  to p r i c i n g  practices s h o u l d  be i n i t i a t e d ,  
particularly since approximately 7 or  8 commercial accounts  have 
been lost in recent months; these losses are explained locally as 
a combination of aggressive competitive s o l i c i t a t i o n  a t  a lower  
pr ice  and a d v i s i n g  customer t h a t  SSU is s e l l i n g  t h e i r  propane 
business. W e  were  i n formed  t h a t  t h e s e  l o s t  accounts accounted f o r  
8 %  of t h e  t o t a l  s a l e s  a t  this l o c a t i o n .  

Equipment appearance was good; c a t h o d i c  protection v i s i b l e  a t  
installations. Lehigh  is f a c i n g  a deadline to comple te  t h e  
transition to a l l  metric meters a s  reFuired by t h e  S t a t e  of 
F l o r i d a ,  

Marco Island 
Marco Island a p p e a r s  to o f f e r  t he  most attractive potential due to 
i t s  r a p i d  growth and development into a n a t i o n a l l y  know resort and 
meeting a r e a .  S u f f i c i e n t  plant c a p a c i t y  exists to allow dramatic 
growth  in volume. Historically sales at Marco h a v e  decreased s i n c e  
1983 from approximately 850,000 g a l l o n s  to 474,000, Marco offers 
an exce l l en t  market for t h e  sale of pool heaters  which generates 
increased summer sa le s ,  a desirable result in t h e  p r o p a n e  industry. 
Continued development of Marco by  any  p a r t y  would  p r o v i d e  excellent 
future f i n a n c i a l  r e s u l t s ,  If the system is aggressively promoted, 
t h e  customer base would increase to a profitable level  and c o n t i n u e  
as a result of low p i p e l i n e  delivery costs. In event that n a t u r a l  
gas availability becomes a factor, then t h e  p i p e l i n e  system has 
another  v a l u e  if so ld  to a natural gas distribution operator.  T h a t  
is, t h e  c o s t  of installing a n e w  system at t h e  then current 
economics, versus t h e  p u r c h a s e ,  m o d i f i c a t i o n  and u p g r a d i n g  of t h e  
present system. 

( S i n c e  t h e  preparation of t h e  i n i t i a l  draft of this report, Marco 
Island is a c q u i r i n g  a large commercial p i p e l i n e  customer who has 
just swi t ched  from e l e c t r i c i t y  to p r o p a n e .  T h i s  account  is expected 
to consume 100,000 g a l l o n s  annually. The approximate c a p i t a l  cost 
is $20,000 and t h e  e s t i m a t e d  gross profit is $19,000 a n n u a l l y . )  

Propane Supply Consuttants of Virginia, Inc. July, 1992 
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O t h e r  
Product loss  e i t h e r  through leaks, s l o w  meters, or improper 
accounting procedures, w a s  reviewed a t  some l e n g t h .  Local  
personnel are in agreement t h a t  approximately 5 %  to 6% is caused 
by slow meters .  A s i zab le  inventory of both new and used meters 
in operating condition is available to i n i t i a t e  and s u s t a i n  a 
replacement program for some time, however, we were advised that 
a v a i l a b l e  manpower  was insufficient to i n s t i g a t e  such a program. 
We a l s o  analyzed t h e  monthly inventory procedures end in most cases 
found them adequate, however,  a t  L e h i g h  t h e  unaccounted for w a s  
simply t h e  d i f f e r e n c e  between a c t u a l  p u r c h a s e s  and a c t u a l  
deliveries, w i t h  no consideration for b e g i n n i n g  and e n d i n g  
in ven tory va ri an ce . 
All l o c a t i o n s  have a minimum charge f o r  monthly  metered service, 
this is very a t t r a c t i v e  to prospective buyers. W e  bel ieve  t h a t  
t h e r e  is room f o r  some upward  adjustment in these rates. 
Competitors of SSU are aware of SSU's marke t  position and it is 
probable t h a t  l o s t  accounts w i l l  c o n t i n u e  to be a m e a n i n g f u l  
factor. 

PRODUCTIVITT 

In t h e  brief t i m e  we spent  a t  the  var ious  o f f i c e  locations t h e r e  
a p p e a r e d  t o  be excessive personnel  i n a c t i v i t y  in t he  off ice  and in 
t h e  p l a n t  y a r d .  T h i s  observat ion is based  on mid-morning and mid- 
afternoon v i s i t s  at w h i c h  time you w o u l d  expect t o  f i n d  most 
service employees away f r o m  t h e  off ice  performing revenue- 
g e n e r a t i n g  a c t i v i t i e s .  A l so ,  there  appeared  to be considerable 
i n a c t i v i t y  in t h e  offices. W e  cannot i d e n t i f y  that these  were gas 
or w a t e r  personnel. 

CONCLUSION 
I 

If management is dedicated t o  disposing of these p r o p e r t i e s  then 
t h e s e  properties s h o u l d  be disposed of as soon as p o s s i b l e ,  since 
f u r t h e r  erosion of t h e  customer base will n o t i c e a b l y  effect the 
v a l u e  of t h e  b u s i n e s s .  

Suggested plan f o r  marketing these proper t i e s :  As of the  d a t e  of 
t h e  p r e p a r a t i o n  of this report, a l e t t e r  of i n t e n t  , h a s  been 
executed by Topeka  and  a buyer, which if concluded ,  w i l l  have 
disposed of all gas properties excep t ing  M B ~ C O ,  L e h i g h ,  and Sunny 
Hills. There a r e  l o g i c a l  buyers f o r  t h e  Lehigh and Sunny Hills 
opera t ions ,  which  are e x i s t i n g  retail p r o p a n e  marketers. Since 
this l i s t  w i l l  be r e l a t i v e l y  s h o r t ,  these prospects should be 
h a n d l e d  by personal contac t .  The Marc0 property may require 
d i v i s i o n  into t w o  s a l e s ,  t h e  pipeline system and storage and t h e  
individual customer tank installations. These also should  be  

Propane Supply ConruItants of Virginia, loc. July, 1992 
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presented to spec i f i c  prospects in person.  At this state, w e  do not 
feel that it is necessary to cont inue  t h e  use of c l a s s i f i e d  ads in 
t h e  various trade publications advertising t h e  availability of 
these p r o p e r t i e s .  

Logical  Prospects f o r  these remain ing  p r o p e r t i e s  w o u l d  be n a t i o n a l ,  
r e g i o n a l ,  state and f o c a l  marketers of propane; local  o i l  jobbers 
d e s i r o u s  of e n t e r i n g  into propane m a r k e t i n g ;  n a t u r a l  gas companies, 
w i th in  t h e  state, that have knowledge, e x p e r t i s e ,  capital and w i s h  
to expand into propane d i s t r i b u t i o n .  

T h e  Sunny Hills operation, due to i t s  small size, is u n i q u e .  A 
review of t h e  g e n e r a l  a r e a  i n d i c a t e s  t h a t  Chipola, a propane 
marketer, is t h e  logical prospective buyer, but as  of t h i s  d a t e  has 
no sincere interest. 

GTERNATIVE CONSIDERATION 

In event that t h e  sa le  of t h e  North Tampa properties does not 
materialize YOU may w i s h  to consider an e n t i r e l y  a i f f e r e n t  a p p r o a c h  
which s h o u l d  greatly enhance t h e  v a l u e  of these  operations t o  a n y  
buyer 

Commitment: 

Change d i r e c t i o n  and commit f u n d s ,  both c a p i t a l  and o p e r a t i n g ,  t o  
aggressively s o l i c i t  n e w  business specifically tied t o  e x i s t i n g  
pipeline systems w i t h  t h e  goals of increasing volume,  revenue, n e t  
customers, m a r g i n s ,  and equipment s a l e s  and labor income. T h e s e  
goals should  not  include additional c a p i t a l  f o r  bulk  plants, 
i n d i v i d u a l  storage tanks a t  customer l o c a t i o n s  or additional 
delivery t r u c k s .  The overall result desired is maximum utilization 
of existing a s s e t s .  

Restructuring: 

Once this commitment has  been made it would appear reasonable  to 
s e l l  a11 non-pipeline customers and s to rage  tanks to o ther  retail 
d e a l e r s .  T h i s  s h o u l d  r e s u l t  in a very low-cost opera t ion  where 
current m a r g i n s  a r e  a t  t h e i r  b e s t .  The s a l e  of the non-p ipe l ine  
customers and assets would  reduce t o t a l  inves tment  end g e n e r a t e  
capital funds. 

Implementation : 

Develop a comprehensive detailed and proper l y  f u n d e d  sa les  and 
advertising program designed to regain bo th  employee and customer 
conf idence and to establish a p o s i t i v e  public image. 

Propane Supply Consultants of Virginia, Inc. July, 1992 
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1991 NUMBER OF CUSTOMERS - SSU 
SUNNY HYLS 12.2%) 

I 

MARION OAKS (12.6%) 
MARC0 111.0%) 

LEHIGH (25.7%) I 
i 

i 





07H 1/02 
PROJECT: FLORIDA 
REV: Y M 2  

1 BO1 SALES VOLUME 

THRU-PUT PER GAL STOAAC 

TOTAL PURCHASES GALLON 

UNACCOUNTED FOR % 

% OF TOTAL SALES VOLUME 

INVESTMENT 4 

INVESTMENT $PER GAL SOLO 

OPERATING REVENUE $ 

OP REV PER SINVESTED 

OF REV PER GAL SOLO !$ 

COSY OF GOODS 

COST OF GOODSCPG $ 

GROSS PROFIT1 

GROSS PROFIT CPG I 

INVESTMENT PER $ GROSS P 

AVB SIZE CUSTOMER GPYR 

OP COST EY.C QM 

MARC0 

474437 

4.40 

511749 

7.29% 

26.3846 

128401 8 

2.71 

462685 

2.78 

0.98 

2531 05 

0.5337 

200MO 

0.4416 

6.1290 

6118 

53000 

LEHIGH 

30831 0 

2.00 

389838 

16.64% 

17.14% 

1233185 

4.00 

452509 

2.72 

1.47 

2.18820 

0.8070 

203769 

0.660B 

6.0519 

152 

82000 

SPRING HILL 

841985 

2.87 

721919 

11.07% 

35.6946 

1483651 

2 31 

1103702 

1.34 

1.72 

41 3804 

0.0446 

ma898 

10746 

2 1505 

I 0 9  

i32000 

PINE RIDGE 

134530 

2.30 

152572 

1 1.83% 

7.48% 

521448 

3 88 

224865 

2.32 

1.07 

91 138 

0.6775 

133727 

0.9940 

3.8893 

228 

43916 

MAWON OAKS 

197055 

3.56 

221250 

10 53% 

11.01% 

704279 

358 

3361367 

2.1 1 

1.70 

137888 

0.- 

108179 

1.0011 

3.5790 

200 

38578 

SUNNY HILLS 

413133 

1.99 

48382 

14.51% 

2.30% 

-7871 

7.20 

76431 

3.90 

1.85 

28033 

0.6995 

47488 

1.1483 

6 2712 

235 

3884 

TOTALE 

1 7 9 8 5 ~  

3.27 

2025708 

11,21c 

100.w9 

5529450 

3 07 

2e-w 

2.00 

1.48 

1 173768 

0 6528 

1482571 

0.0243 

3.7290 

229 

333358 

lOP COST CPG EXC G M  0.1117 0.1307 0.2782 0.0926 0.0813 0.0081 0.1853 

Propane Supply Consultante 01 Wrglnla, Inc. 



FLORIDA CUSTOMER ACCOUNT DETAIL 

CITRUS SPGS. MARIAN SUNNY 

LOCATION MARGO LEHlGH SP.HILL PINE ROG OAKS HILLS TOTALS 

RESlOENTIAL: 
ACTIVE 720 1527 3033 548 903 154 M85 
INACTIVE 89 471 1 76 34 78 12 870 
TOTAL 810 1 B90 s2w 582 981 166 7755 
NON PIL 151 2 297 02 98 40 680 

TOTAL AESlO a10 1 B98 3209 582 gal 166 7755 
PIL ma 1988 2012 490 883 126 7075 

COMMERCIAL: 
ACTlVE 47 14 17 6 7 

INACTIVE ” 1 3 10 I 1 0 

TOTAL 50 24 18 7 7 
NON P/L 22 10 14 7 7 
PIL -. 28 14 4 0 0 

TOTAL COMM 50 24 18 7 7 
TOTAL ACCTS 889 2022 3227 580 988 1 

10 101 

0 15 
10 116 
10 70 
0 48 

10 116 
I76 7871 

’ METERS LOCKED OFF 
’- COMMERCIAL INCLUDES 14 MULTl FAMILY COMPLEXES SERVING A TOTAL OF 1992 UNITS 

BULK PLANTS:SUMMAAY OF STORAGE CAPACITY 

MARC0 LEHlGH SPRtNG HILL CITRUS SPGlPtNE FltOGE MARION OAKS SUNNY HILLS 

2 30000 I iaooo 5 1000 BLOCK SYSTMS 
1 1000 4 1000 BLOCK 

144 1000 UG BLOCK 4 30,000 3 SITES 130000 1 30.000 9 1000 GAL TANKS 

I 

Propana Supply Consultanla 01 Virginia. Inc. 



IZE 
ANKWCYC 
ZOY 
20 GAL 
20 GAL UG 
50 GAL UG 
M GAL AQ 
Do GAL AG 
Do OAL UG 
WO GAL UG 
00 GAL 
w #CYL 
50 GAL UQ 
Ooly 

OTAL 

:IZE GALLON 
120 
250 
200 
500 
23 

lOob 
120 
500 
250 
100 
150 

47 
'OTAL 

wc 
100 
1 2 0  
120 
250 
250 

500 
500 

1000 

200 
24 

150 
47 

# 
13 

424 
2 
2 

415 
13 
8 

28 
2 
12 
17 
16 

DISTRICT STORAGE DETAIL 
INSTALLED IN FIELD 

MARC0 LMIGH 
10 0 
a 3 
1 0 

143 2 
0 0 
2 0 
5 4 

6 7 
2 0 

1 0 
0 0 

178 

wc 
1560 

1 o m 0  
4w 

1000 
0545 

13000 
720 

14000 
500 

f2W 
2550 
752 

151227 

i e  

SPG HILL 
2 
0 
5 

84 
0 

0 
16 
0 

0 
400 

1 

16 
5 0 4  

PINE RDG 
0 
1 
0 

89 
0 

0 
2 

0 
0 
0 

0 

92 

MAAION 
OAKS 

0 
1 
0 

81 

2 
0 

0 
0 

0 
14 
16 

114 

SUNNY 
HILLS 

0 

0 
0 

4 5  
0 

0 

1 
0 
0 
0 
0 

4 8  

INVENTORY 
AT PLANT 

TOTMS OUANTtTY 
12 11 
13 2 
6 

424 
2 
2 

28 
13 
2 

41 5 
17 
16 

050 

THRU-PUT= TOTAL VOLUME SOLD DIVIDED BY TOTAL STORAGE WC. 

STORAGE AT 
BULK PLANTS 

TANKS BLOCKS 
TANKS PLANT 
TANKS PLANT 
TANKS FIELD 
TOTAL W C ALL 
AVG THRU-PUT 

SIZE 

1000 
18000 
30000 

NO. TOTALWC 

162 182000 
1 18000 
8 240000 

151227 
571227 

3.15 

38 

5 

12 

18 
84 

Propane Supply Consultante of Vlrginlr. Inc. 



Form No. 729 1/02 

minnesota power 
intra company correspondence 

Febru-7, 1992 

TO 

RE: Jusmcation for Capital Expenditure to  Purchase 
Bulk Storage Equipment for the Gas Operations at 
Spriag Hill and Marion Oaks 

For t h e  Spring Hill and Marion Oaks propane gas systems, the bulk storage 
equipment and a portion of t h e  customer storage tanks are currently being 
leased from Suburban Ropane (Suburban) under year-to-year contracts. In 
return for the use of the equipment, SSU buys its propane requirements for 
Sprbg Hill and Marian Oaks from Suburban at a 5 cent per gallon premium. 

The Suburban contracts are automatically renewed annually on May 31 
unless either party gives 60 days prior notice of termination. Under t h e  
tennination provisions, the non-terminating party has the option to buy/sell 
the leased equipment at a depreciated value specified in the contracts. The 
option price in the contract for the equipment at Spring Hill is $125,188; 
however, additional equipment has been installed by Suburban since the 
June 1980 contract date. As a result, we estimate t h e  actud option price 
would be appromately $150,000. At Marion Oaks, the contact price is 
$53,375; fnduding equipment additions t h e  actual. price would be about 
$58,000. 

Recommendation 

SSU is currently in t h e  process of divesUng the propane gas operations at 
Spring Hill and Marion Oaks. As part of this activity, we recommend that 
SSU purchase the Ieased equipment from Suburban for the following 
reasons : 

(a) A buyer for the gas systems may require SSU to transfer 
t i t l e  to t h e  storage equipment under the sales contract 
terms. 

To date, we have received two offers for the Spring N U  
and Marion Oaks gas systems. Both offers weTe contingent 
upon SSU transferring bulk storage equipment ownership. 
We feel that if SSU fails to purchase the equipment now, 
either outright or through t h e  contract option, SSU may 
have to acquire the equipment later at a possible premium 
and under t ime constraints. 



m M O m U M  TO FILE 
Febnraq7, 1992 
Page 2 

Owning the equipment would make the gas systems more 
marketable and make t h e  logistics of a sale of the systems 
easier. 

If t h e  leasing arrangement with Suburban is eliminated, a 
buyer of the gas systems would have compeWive supply 
alternatives, which could result in an overall reduction In 
operating costs. In addition, the buyer would have full 
ownership of t h e  gas system assets making it easier to 
obtain financing. 

Used, replacement equipment purchased on the open 
market would be more expensive. 

We obtained quotes as to t h e  cost of replacing the leased 
equipment. Used equipment, fully installed with no 
interruption of service, would cost $318,000 at Spmg HiIl 
and $92,000 at Marion Oaks for a combined cost of 
$376,000. This amount is significantly more than t h e  
combined Suburban contract opuon price of $208,000. 

The cost to purchase the equlpment from Suburban should 
be recoverable in the sale price of the gas systems. 

We hope to negotiate a purchase of the equipment from Suburban for a total 
combined price of between $180,000 and $210,000. 

Laura Holquist 

cc: B. T. Phillips 
J. R. McDonald 
D. R CrandeU 
D. Middleton 
B. Atkisson 

. >  
. -  
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BACKGROUND SUMMARY 

Southern States Utility Services, Inc. (SSU) is entertaining proposals for the 

purchase of the assets of its propane gas division. Selected operating, financial 

and facility information is contained in this circular, detailed by operating location. 

The following provides an overview of the project. 

1. SSU Is A Who II v -Own ed  Subs idiarv Of Topeka Group 
Incorporated Topeka I = 

Topeka is a subsidiary of Minnesota Power, a diversified 
electric utility headquartered in Dututh, Minnesota. 

SSU is a management company for various Florida water and 
wastewater utility subsidiaries also owned by Topeka. These 
utilities include: 

- Deltona Utilities, Inc. (DUI) 
- Lehigh Utijities, Inc. (LUI) 
- Southern States Utilities, Inc. 
- United Florida Utilities Corporation (UFUC) 

The gas operations were obtained through the acquisition of 
DU1 and UFUC in 1989 and LUl in 1991. The selling entities 
will include DUI, UFUC, and LUI. 
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2 ane Gas Operat ions Constitute A S mall Seament Of 
s Total 8usinessk 

- %  8 -  
m ! 2  SSU's primary business is operating water and wastewater 

utilities. The Florida operations consist of: 0 

-' +? 
- 160 plants serving 60 Florida communities; 7 communities 

have gas operations. 0 

'3 
frg 

- 165,000 customer accounts; 8,000 are gas accounts. 

- $41 million in consolidated annual revenues; $2.7 million 
are gas related. 

- $258 million of pre-depreciation utility plant; $5.5 million is 
gas plant. 

The gas operations are being sold as they do not fit within the 
regulated nature of the primary business, and the systems 
cannot be incorporated separately due to Public Utilities 
Holding Company Act restrictions. 

3 .  The SSU Gas Division Is Comprised Of Seven 
Geoaras hicallv Separate Svstems. 

r n  

Florida Community 
Location Svstem 

South Marco Island 
Le hig h 

Central Spring Hill 
Citrus Springs/ 

Pine Ridge 
Marion Oaks 

Total 
A!xum 

869 
2,022 

3,227 

589 
980 

I L  Jonths  Encdd 
12131 191 

Gallons Sold 

474,437 
308,310 

641,985 

134,530 
197,955 

North Sunny Hills 176 41.363 

7,871 1,798,580 

- 2 -  



4 ,  erns Are Primar ilv - PiDeline Distribution 0 n A Metered 
3 %  
I m r 2  n 

&s. 
a =  

All systems were constructed by respective community 
developers in an effort to provide a complete infra-stmcture of lb, .E 
utility sewices to lot and home purchasers. 

With the exception of lehigh, pipeline distribution was installed 0 '- w P 
in anticipation of natural gas service and was built to those 
specifications. 

Over 90 percent of SSU gas accounts are sewed by pipeline. 

- Bobtail delivery to customer tanks is provided by outside 
contract services in all communities except Marco Island. 

5. Gas Qee rations Are Intearated As Part Of SSU's Water 
Utilitv 'Organization. 

There are 11 full-time gas employees assigned to field 
operations. 

Service personnel, facilities, equipment and plant sites are 
shared with water and wastewater utility operations at the 
communities. Accordingly, gas division systems do not have: 

- Standalone customer service, dispatch or business office 
facilities and operations. 

- Dedicated service vehicles, except for bobtail trucks in 

Marco Island. 

- Assigned maintenance equipment. 

Easements are available for gas plant and distribution system 
sites. 

- 3 -  
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8 %  
m Z  

Gas appliances are sold at community customer service offices, 
and all inventory in-stock is available for purchase with the gas 

ope rations. 1 
I ; , T  

6 .  Administrative Functions Are Handled Cen trallv Bv The 
SSU Corporate Se rvices Oraan iration, 

All administrative support functions related to billing, 
accounting , payroll, data processing, and insurance are carried 
out through the SSU general office in Apopka, Florida. 

- No dedicated administrative staff for gas. 

Gas insurance coverage is integrated with SSU's consolidated 
u m brel I a policy. 

Interim billing and associated services could be continued on a 
contract basis, 

7. Separate Financ ial Statements Are Not Maintained For 
The SSU Gas Division. 

Detail account information is available for plant assets, 
inventories, customer deposits, revenues, cost of gas, and 
operations & maintenance expenses. 

Expenses related to administrative & general functions, income 
taxes and debt service are allocated rather than charged 
directly . 

There is no debt specifically encumbering the properties. 

- 4 -  
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SSU GAS DIVISION 
System-Wide Customer kcounts 

Svstem 

Marco Island 

Lehigh 

Spring Hill  

Citrus Springs 
Pine Ridge 

Marion Oaks 

Sunny Hills 

Totals 

Total 
Accovnts 

869 

2,022 

3,227 

589 

988 

178 
7 871 L 

m 
172 

12 

100 - 

94 

99 

lip 

527 - 

'Data not available 

- 9 -  

Cvllnder 

1 

I 

21 I 

5 

6 

I - 
223 = 

Distrlbutlon 
Potentla1 

c u  Addlti oris 

696 714 

2,010 

2,916 1,821 

490 1,020 

883 1,047 

A25 467 
7 121 5,069 L 



SSU GAS DMSION 

12 Months 12 Months 
Ending 12/31/90 Ending 12/31/91 

Svstem Gallons Sold Gallons Sold 

Marco Island 563,318' 474,437 

Lehigh 345,754 308,310 

Spring Hill  767,233 641,985 

Citrus Springs 
Pine Ridge 

152,407 134,530 

Marion Oaks 21 1,575 197,955 

Sunny Hills s 41.365 

TOTALS 2,083,783 1,798,580 

'Due to a billing system changeover, there is insufficient data to adequately 
reflect gallons sold; figure represents gallons purchased for indicated period. 

- I O -  



J' 17%-A APPENDIX 

Operating Revenue 

Cost of Gas 

Oper. 8 Maint. Expense 

1988 
$2,932,891 

1 ,I 54,343 

282,f 19 

SELECTED BALANCE SHEET DATA: 

Plant Assets 

Accumulated Depreciation 

Inventories 

Customer Deposits, net 

1989 
$2,310,791 

958,713 

322,797 

12131189 
$5,343,845 

(1,728,105) 

307,985 

(247,900) 

199p 

$2,583,525 

1,167,542 

40 0,89 5 

$5,476,456 

(1,764,084) 

345,511 

(248,349) 

1991 

$2,656,339 

1 ,l 63,768 

333,80 1 

1213t191 

$5,529,450' 

(1,907,493) 

269,973 

(264,721 1 

'On March 31, 1992, SSU purchased storage tanks and equipment totaling $200,300, increasing 
Plant Assets to $5,729,750. The tanks and equipment had previously been leased. 

- 1 1  * 



Customer Account Information 

Active @6/30/91 

In act he(' @6/3O/9 1 

Total Accounts 

Distribution Accounts 

Tank 

Cylinder 

Total Accounts 

Metered 

Unmetered 

Total Accounts 

668 

150 

1 - 

668 

151 

22 

I- - 

30 

2p 

- 50 

696 

172 

1 - 
- 069 - 

698 

- 171 

- 869 - 

Comments 

(1) Inactive accounts have meter sets that are locked and off. 
(2)Commerical accounts include 14 multi-family complexes that serve a total of 1,992 units. 

-12- 



APPENDIX Dlii 172-4 

Year Month 

1990  Jan. 
Feb. 
Mar. 
Apr. 

Jun. 
Jul. 
Aug. 
Sept. 
Oct. 
Nov. 
Dec. 

May 

t 991  Jan. 
Feb. 
Mar. 
Apt. 

Jun. 
Jul. 
Aug. 
Sept. 
Oct. 
Nov. 
Dec. 

May 

Gallom 
Purchased 

84,849 
69,587 
65,208 
65,710 
40,225 
31,999 
26,665 
23,390 
25,649 
25,524 
41,399 
63,105 

563,318 

57,757 
68,271 
66,373 
54,806 
32,650 
27,440 
27,064 
25,790 
27,363 
20,183 
46,730 

57.322 

51 1,749 

,541 6 
-5972 
,4905 
-42 1 0 
,3074 
-3758 
,3730 
.3858 
.4483 
.5032 
,5790 

Gallons 
sold 

t 

+ 

t 

24,029 
21,361 
21,481 
19,253 
41,359 
51,743 

-5484 58,699 
.4974 66,395 
.4560 73,279 
.4499 48,582 
.4542 30,053 
.4596 26,4f 4 

.4294 20,62 f 
,4383 21,840 
.4757 18,092 
S254 34,982 
S550 50,612 
100 Ib. cylinders 1.99Q 

474,437 

,4386 22,878 

"Insuff icien? data 

- 1 3 -  
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Histurical Financial Information 

Operating Revenue 

Cost of Gas 

Operations 

Maintenance 

Taxes (other than income) 

rn 
$504,043 

21 6,944 

66,291 

9,099 

9,683 

Plant Assets 

Accumulated Depreciation 

Inventories 

Customer Deposits, net 

rn 
$387,470 

155,021 

80,589 

12,373 

13,710 

12/31 I89 

$1,181,650 

(442,249) 

87,712 

(27,522) 

m 
$470,255 

280,734 

67,476 

1 1,023 

10,226 

l2wfm 
$1,271,088 

(48 1,629) 

49,982 

(1 6,077) 

1991 
$462,685 

253,185 

38,664 

14,085 

8,583 

12131191 

$1,284,016 

(524,392) 

37,094 

(1 8,751) 

! 

j 

- 1 4 -  



Page I of 2 

PAGE h? A OF 1x7 
I ' 7 2  - 4 

MARC0 I S M D  
Asset fnfomation 

I 
1 

Asset SIze 

Bulk Plant & Major Equipment 
Windward Drive: 

3 

1 Tank* 29,273 gal. 
Tank' 29,271 gal. 

Vaporizer' 500,000 BTU/H 
Vaaorizei* 1,500,000 BTUlH 

Regulators' 2" 
1 

Filters 
Meters 
Meler (Bobtail Fill) 
Meter (Cylinder Fin) 
Liquid Pump (Bobtail Fill) 
Liquid Pump {Cylinder Fill) 
Scale (Cylinder) 
Truck' 

Truck* 
with Tank 

with Tank 
Bald Eagle Drive: 

(1)Needs repair 
Tank 

Tanks - In Field 
420 Ib. above-ground 
I20 gal. above-ground 
120 gal. under-ground 
250 gal. under-ground 
500 gal. above-ground 
500 gal. under-ground 
1,000 gal. under-ground 
200 gal. 
100 Ib. cylinders 

Tanks - In Inventory 
420 lb. 
120 gal. 
250 gal. 
100 Ib. cylinder 
120 gal. 
1,000 gal. 

4" 
AL-5000 

1-1/2" 
1 In 

2" 
1 -f/2" 

LN700 
2,600 gal. 

LN700 
1,800 gal. 

1,000 gal. 

Quantitv Year 

10 
0 
1 

143 
2 
5 
6 
2 
1 

1 new 
1 new 
7 new 
2 new 
1 used 
t used 

1: 971 
1969 
1 970-7 1 
I968  
1971 

1979 
1979 

1978 
I 978 

Manvfactu rer 

Am. Welding & Tank 
Plant City Steel 
Rockwell 441 Pilot 
Black Sinalls Bryson 
Black Sinalls Bryson 
Singer 
American Gas Meters 
Neptune Liquid 
L.C. (Liquid Control) 
Stationary Corken 
Stationary Cor ken 

Ford 
Arrow Tank 
Ford 
American Tank & Wefd 

*Photograph included following this schedule. 

- 1 5 -  



Asset 

Meters - In Field 
Standard Index 
Standard Index 
Standard Index 
Pressure Camp. Index 
Standard Index 

1 
1 
I 

175 
175 
41 5 
250 
425 
800 

1,000 
1,400 
2,300 

- Year 

1972-89 
1970-72 
Unknown 
1989-current 
1972-current 
1972-current 
1972-current 
1972-current 
1989 

Manuf actu re r 

American 
R ockwel I 
Rockwell 
American 
American 
American 
American 
American 
American 

(1) tncludes one high pressure meter with an American BPI-CI (Base Pressure Index-Continuous 
Integrator) index. 

(2) lncludes three high pressure meters with American BPI-CI. 
(3) High pressure meter with an American Elsa (Electronic State of the Art) digital computer Index. 

I 

Meters - In Inventory 
Standard Index 175 74 Used 1970-85 American 
Standard Index 175 7 repair 1930-85 American 
TemplPress, Comp. Index 175 40 UsEd 1983-84 American 
Pressure Comp. Index 250 151 new 1989 American 
Pressure Comp. Index 250 14 used 1989 American 
Pressure Comp. Index 250 8 repair 1989 American 
Turbine Meter (BVI Index) GT4 2 used American 

Services on Distribution System 
Ex-Trube 112" 559 1969-79 

I 
Poly 1l2" cts 117 1979-current 
Poly 1 " 1 1979-current 
Poly 1 - 114" 4 7 979-current 
Poly 2'* 10 t 979-current 
C&VJ Steel 1-1 J4" 7 1970-79 

- 1 6 -  
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Bulk Plant Site 

29,271 Gal.  Tanks 
and Regulators 

Vapariznrs 

- I /  - 



M ~ C O  rsum 
Asset Photographs 

Bobtail Truck 
2,600 -galton 

h i \ ,  Bobtail Truck 



I 

I 

I 
I 

I 

I 

i 
! 

I 

I 
I 

L 

1 

FILL STATION 1.5 MILLION / 
FOR SMALL MlSTING 

SLUDGE 
THICKENER 

TANKS 

SCALE: 1" = 30' 
(APPRUX.) 

MMN TIES lm0 
E L K W  CIRCLE 

MARC0 ISLAND 
WTPJWWTP SITE 

2 - 29,271 QALLON 
LP QAS T k l K S  

ssu 
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MARC0 ISLAND 
Main Distrs'bution System 

Tvae 

C&W Steel 
C&W Steel 
C&W Steel 
C&W Steel 
C&W Steel 
C&W Steel 

1 

I 

Poly 

Poly 
Poly 

POI)' 

Comments: 

Poly 6,145 
Steel 98,84_5 

104,990 

S i z e  

1 - 1 S4" 

2" 
3" 
4" 

6" 
8" 

1-114" 
2 " 
3" 
6" 

Quantitv eft.) 

32,740 
38,710 

1,950 
8,895 
3,200 
13,350 

2,950 
1,245 
1,0100. 
950 

Years 
m t~ s t I 1 ed 

1970 to present 
1970 to present 
1970 to present 
1970 to present 
t97B to present 
1970 to present 

1980 to present 
1980 to present 
1981 to present 
1986 to present 

Total Miles 

Poly + Steel 19.9 

(2) Cathodic Protection Gatvanic 
(3) Steel Mains - Welded Joints 
(43 Poly Mains - Heat Fused 

L 

- 20 - 
I 



E LEHIGH 
Customer Account Information 

b ?n? 

Active @6/30/91 

In a et ive (1 1 @6/30/9 1 

Total Accounts 

Qistsibution Accounts 

Tank 

Cy1 inder 

Total Accounts 

Metered 

Unrnetered 

Total Accounts 

Res identia I 

1,527 

a 
1,998 

1,996 

2 

1,998 

1,997 

1,998 

Comments 

(1 Inactive accounts have meter sets that are locked and off. 

Commercial Total 

14 1,541 

10 482 

- I 24 2,022 

14 

10 

I 

15 

2,010 

12 

2,022 

2,012 

10 
2,022 

-21  - 



PAGE QF lJ<f LEHIGH - 
Consumption ProfLle 

! 
I 

- Pear 

1990  

1 9 9 1  

Month 

Jan. 
Feb. 
Mar. 
Apr. 

Jun. 
Jul. 
Aug. 
Sept. 
Oct. 
NOW. 

Dec. 

May 

Jan. 
Feb, 
Mar. 
Apt. 

JUtl. 

Jul. 
Aug. 
S e p t .  
OC?. 
N O V .  

Dec. 

May 

GaflOnS 
Purchased 

52,208 
38,979 
36,554 
35,755 
28,908 
23,220 
27,154 
24,085 
21,659 
28,367 
29,950 

AU23 
307,&7? 

42,833 
43,218 
36,412 
30,044 
29,197 
21,381 
25,029 
20,472 
20,453 
26,854 
32,492 
41,451 

369,836 

Average 
Price/ 

Gallon [$I 

0.77 
0.75 
0.67 
0.60 
0.57 
0.57 
0.57 
0.60 
0.65 

0.83 
0.79 

0.78 

0.79 
0.75 
0.70 
0.68 
0.67 
0.65 
0.525 
0.525 
0.599 
0.671 
0.708 
0.681 

m o n s  
Sold 

56,550 
36,894 
34,096 
31,133 
25,879 
22,193 
2 1 , m  
18,792 
19,573 
20,785 
24,033 

34,240 
345,754 

-- 

38,287 
36,803 
36,003 
29,054 
24,031 
19,110 
18,758 
16,871 
16,853 
19,511 
22,098 
30,931 
308,310 

- 22 



I 

Operating Revenue $535,493 

Cost of Gas 25 I ,37 1 

Operations & Maintenance 60,901 

198_9 

$453,524 

234,502 

68,077 

Plant Assets 

Accumulated Depreciation 

Inventories and Other 

Customer Deposits, net 

12/31 J89 

$1,327,552 

(471,259) 

54, I99 

(4,535) 

m 
$454,726 

261,661 

74,627 

w 
$452,589 

248 I 820 

62,393 

12/31 190 12/31/91 

$1.21 7,594 $1,233,185 

(381,901) (41 4,898) 

61,341 75,459 

(4,755) - 

-23 - 
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LEHIGH 

Asset - Size Q!zm!& - Year Manufacturer 

1 44 

1 

Tanks - For Distribution 
1 ,OIIQ gal. under-ground' 

Tanks - In Field 
1214 gal. above-ground 
250 gal. under-ground 
500 gal. under-ground 
1,000 gal. under-ground 

Tanks - In Inventory 
1,000 gal. 

3 
2 
4 
7 

8 

Meters - In Field(1) 
Standard Index 112 meter 990 1965-75 Rockwell n66,67 
Standard Index 112 meter 800 1975-85 Rockwell SI 10,120 
Standard Index 314 meter 21 6 1985-91 Rockwelt s200 
Standard lndex top-mount 6 Various Rockwell 250-750 

(1)The pound indexes on 938 meter sets in the field must be changed before July 1992 
for federal compliance. 

Meters - In Inwentow 
Standard Index t12 meter 3 used 1975-85 Rockwell SI 10 
Standard Index top-mount 2 used 1970,8& Rockwel I 

Services on Distribution System 
Ex-Trube 112" 1,000 20 yrs. old 
G a Ivan [zed 112" 272 20e yrs, old 
Poly fI2" 740 3-10 yrs. o!d 

Rectifier' 1 Universal 

'Photograph included following this schedule. 
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LEHIGH 
Asset Photographs 

2-1,000 gallon Under-groun 
Distribution Tanks 
(TYPlcaj) 

-J 

& 

Rectifier 



LEHIGH 
Main Distribution System 

I Y U  s m  QumuulJ 
Ex-Ttu be 1" - 1-112" 121,440 

Galvanized 1" - 2" 31,680 

Poly 1-1 14" 73,920 

C&W Steel 1-l/4"- 2" 10,560 

Agle 

20 yrs. + 
20 yrs. + 

5 yrs. + 

20 yrs. 

Comments: 

237,600 

Total Miles 

45 

(2) Ex-Trube Mains - Flodar Compression Fittings 
(3 )  Galvanized Mains - Threaded 
(4) Poly Mains - Heat Fused 
(5) Steel Mains - Welded Joints 
(6) Cathodic Protection - Galvanic and Rectifier. Approximately three miles of galvanized 

main not under cathodic protection; leak surveys and visual inspections are done for 
stat e compliance. 
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SPRING HILL 
Customer Account Informatfon 

ActIve @1/31/92 

f na c t Ive (1 @ 1 13 1/92 

Total Accounts 

Distribution Accounts 

Tank 

Cylinder 

Total Accounts 

Metered 

Unmetered 

Total Accounts 

Residential 
3,033 

t76 
3,209 - 

2,912 

a9 

208 
3,209 - 

2,991 

2f8 
3,209 - 

17 

4 

11 

3 
- 18 - 

To_tal 

3,050 

17r 
3,227 

2,916 

I00 

21.f 
3,227 

2,997 

230 

3,227 - 

Comments 

(1) Inactive accounts have meter sets that are locked and off I 



P I - - -  

'/-> 0- /,"P PAGE e a SPRING HILL 
Consumption Rome 

I990 Jan. 
Feb. 
Mar. 
Apr. 
May 
Jun. 
Jut. 
Aug. 

Oct. 
N ov. 
Dee. 

Sept. 

1991 Jan. 
Feb. 
Mar. 
Apr. 

Jun, 
Jul. 
Aug. 
Sept. 
Oct. 
Nov. 
Dee. 

May 

M o n s  

204,645 
83,734 
69,164 
55,938 
41,143 
31,111 
42,185 
34,776 
35,709 
37,019 
42,293 
BuB 

745,79 1 

86,463 
100,849 
108,394 
75,t 84 
46,054 
37,796 
37,338 
33,924 
33,265 
33,543 
39,114 

721,919 

.4502 
,6308 
.5624 
,5157 
-4903 
.4687 
-4520 
.4529 
.4634 
S259 
,5962 
.6126 

100 Ib. cylinders 

.6055 
,5867 
.5329 
.SI30 
.5090 
.5109 
so39 
-491 2 
,4832 
.4987 
.5289 
3 0 0  

100 Ib. cylinders 

W O X U  
sold 

67,095' 
70,602* 

21 7,685' 
58,839 
43,105 
64,080 
32,689 
26,262 
32,752 
32,204 
33,052 
58.329 

744,6 94 
22339 
767,233 

76,036 
84,953 
92,154 
69,062 
39,835 
3231 4 
30,852 
30,462 
29,457 
27,257 
35,199 

7Q.934 

61 9,115 
22.870 
641,905 
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SPRING HILL 
Historical Financial Information 

SELECTED INCOME STATEMENTDATA: 

1988 1.989 lam 1991 
Operating Revenue $1,197,281 $947,012 $1,032,879 $1,103,702 

429,490 383,914 358,344 41 3,804 

Operations 82,375 93,933 132,659 109,665 

Maintenance ' 4,849 1,366 15,227 22,638 

Taxes (other than income) 15,032 t6,329 1 7,866 t 3,417 

Cost of Gas 

SELECTED BALANCE3 SHEET DATA: 

Plant Assets 

Accumulated Depreciation 

Inventories 

Customer Deposits, net 

lzLau.9 l2izwQ 1213.1191 
$1,440,074 $1,482,274 $1,483,651 

(445,130) (48 9 , 743) (51 8,340) 

57,632 103,657 63,787 

(154,813) (1 63,312) (1 76,771) 

'On March 31, 1992, SSU purchased storage tanks and equipment totaling $140,723, increasing 
Plant Assets to $1. ,624,374. The tanks and equipment had previously been leased. 
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APPENDIX-- 

PAGE 77 OF SPRXNG HILL 
I Asset Information - 

Asset size 
Bulk Plant & Major Equipment 
1st Housing Area: 

Tank' 
Tank' 
Standby Generator' 
Regulators' 
Regulators' 
Vaporizers' 
Rectifier' 

Tank' 
Tank' 
Standby Generator' 
Liquid Pump 
Regulators' 
Vaporizers' 

3rd Housing Area: 
Tank' 
Regulators' 
Vaporizers' 

Block System 
Buried Tanks 

Dispensing Unit' 

2nd Housing Area: 

Tanks - In Field 
420 Ib. above-ground 
50 gal. above-ground 
120 gal. above-ground 
150 gal. under-ground 
250 gal. under-ground 
500 gal. under-ground 
100 Ib. cylinders 

Tanks - In Inventory 
100 Ib. cylinders 
200 Ib. cylinders 
250 gal. 
500 gal. 
1,000 gai. 

30,000 gal. 
30,000 gal, 

2 
2 

B O W  

30,000 gal. 
18,000 gal. 

1 'I 
2" 

200v 

30,000 gal. 
2" 

200v 

1,000 gal. 
1,000 gal. 

'Photograph included following this schedule. 

-30 - 

Q l M u Y  

1 
1 
1 
2 
5 
2 

1 
1 
1 
1 
5 
2 

1 
5 
2 

3 
1 

2 
2 
5 
1 

64 
16 

400 

55 
16 
5 
4 
2 

Year 

1973 
1968 

1978 
1948 

1973 

Trinity 
Plant City Steel 

Fisher 
Fisher 289 
Algas 

Delta Tank 
Chicago Tank 

Fisher 99 
Atgas 

Mississippi Tank 
Fisher 1098 
Algas 



Page 2 of 2 

Asset Sire 4 l U Q u Y Y e a r  JAanufae tu ret: 

Meters - In Field 
Standard Index 
Pressure Comp. Index 

Meters - In Inventory 
Standard Index 
Pressure Comp. lndex 
Pressure Camp. Index 

175 
250 

1 75 
250 
250 

Services on Olstributlon System 
Ex-Trube 112“ 
Poly t E’’ cts 

2,785 1969-89 American 
21 2 1989 American 

i a  used 1969-89 American 
8 new 1989 American 
9 used 1969-89 American 

I ,876 1967-78 
1,040 1978-current 

-31 - 
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I SPRING HILI, 
Asset Photographs 

I 

1st Houslna Area 

Standby Generatot 

- -  C. 

1st Housina Area 

Rectlfier in Llft Station 

* 33 - 



S m G H I I ; C  
Asset Photographs 

- 
Tanks and Cylinder 
Fill Statlon 

r 

I .- 

Vaporizers & Reguiata I 

- 
Standby Generator 
In Pump House 



SSU GAS DMSION 

System 

Marco Island 

Lehigh 

Spring Hill 

Citrus Springs1 
Pine Ridge 

Marion Oaks 

Sunny H i l l s  

SUnOli tr  

Warren Petroleum 

Petrolane 

ferrell Gas 

Amerigas 

None 

Bobtail 

Transport 5.56 
Bobtail 2O.OG 

Bobtail 14.W 

Price changes faxed on 
daily basis. 

Price fluctuates with 
market. 

Price confjrmation 
due by 10th of 
month. Layed-in 
cost based on Dixie 
Pipeline postings at 
Alma, Georgia. 

Layed-in cost equal 
to the average posting 
in Hattisburg listed in 
BPN's Weekly 
Newsletter. 
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f 

ON W.T.P. SITE 

EXIST. FENCE 

b 

I- 

m e-c 
I I  
t I  

CYLINDER DOCK 
STORAGE O N L Y L !  I- ~ %FILL POINT I ----------- -------- --- 

t 
I 

GATE 
EXISTW6 DRIVE-Y 

1 

I 
1 
1 
1 
I 
1 
I 
I 
1 
I 
I I 
I I 

GAS MAIN 1 1 
i I 

I 

IAPORIZERS PAD 

GAS MAIN 

GAS MAIN 

I 
2-30,000 GAL TANKS 

SCALE 1'=30' 

(APPROX.) 

. SPRING HILL 
UNIT ONE 
T R ACT I' L '' 

TANK # 2  

-. . . . 



! 

ssu 
mmErnm s-s 

I D ( x I w l - l  
4-m. tml.l X7QJ 

(ern1 .-ant 

KEVSVLLE 

SPRING HILL 
UNIT 25 

1 1-30,000 GAL. TANK 
1-18,000 GAL. TANK 

SCALE 1'=50' TRACT "H" 
(APPROX,) TANKS # I & t A  

T 

1663 
I 

I663 

' ;  ' s  
I -  \ 

w 
w c a 

I ' 6'GASMAlN 

L 
I 
I 

II 4 
V 

I 2 

ON W.T.P. SITE 
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J{ 

. 

IRtf -

.45 

-

4 
I 

I 
I 

ST. 

IE 

lu· 2 --I 
-

I 

. 

I 
z 

a:: 

! 

APPENDIX .lAC I?;) - A 
PAGE <61 OF 

TRACT "0" 

Z 71' 

·�I 

TRACT "e" 

-
• 
.. 
.. 


I 

I 
KILLIAN 'to 

IE" 
uJ _._-_.-

I 

r--
-1824-

-1825-I', 0 Il 
...., .. 
> 
c: 

W ..J 

D.R.A. ..J 
( 

a:: 6 
0 0 
U ..J 

ssu 1 • 30,000 GAL. TANK SPRING HILL 
UNIT 19 

TRACT "C" 

S£lN'I%S 

ElGNEEflnNG 
.000 c.-r P-.c 
 

,,__ . , __ SZ70J 
l-m) aao-.8 

SCALE 1 "= 1 00' 

(APPROX.) 
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i 
1 

i 

ON 

SPRING HILL 3 - 1000 GAL. 

GOLF COURSE 

2 

3 

SPRtNG HILL 
UNIT 10 

TRACT "E' 

\ r S S t !  ' 3-1,000 GAL. TANKS 
S W Z  

1 

mlIYEER1W SCALE f " = l O C  

TANK W 4  
( A PPROX. ) 3mcw *-' 

4-a C i o T i a  3 2 7 3  
'*om I O O - r n i  
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fvPe 

C&W, Steel 

C&W Steel 

C&W Steel 

CWi  Steel 

CAW Steel 

C&W Steel 

Poly 

Poly 

Poly 

Poly 

Poly 

Comments: 

1-114" 

2" 

3" 

4" 

6 " 

8" 

Poly 
Steel 

55,035 
uu25 
248,160 

1 - 114" 

2 " 

3" 

4" 

6" 

62,030 

73,140 

i8,a2s 

21,100 

10,230 

7,800 

22,410 

20,325 

4,425 

7,575 

300 

Total Miles 

Poly + Steel 47.0 

Years 
imB!kd 

1967-78 

1967-78 

1967-78 

1967-78 

1967-78 

1967-78 

1978-80 

1978-80 

1978-80 

1978-80 

1978-80 
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SPRING HILL 
Main Distribution System 

' x m  Slre guantitv rrt3 

C&W Steel 
C&W Steel 
C&W Steel 
C&W Steel 
C&W Steel 
C&W Steel 

f-f/4" 
2" 
3" 
4" 
6" 
8" 

* 

26,480 
53,565 
6 , 375 

16,225 
6,930 
2,850 

Poly 1-114" 1,425 

Comments: 

Poly 1,425 

11 3,850 
Steel uu25 

Total Miles 

Poly + Steet 21 -56 

(2) Cathodic Protection - Rectifier 
(3) Steel Mains - Welded Joints 
(4) Poly Mains - Heat Fused 
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SPRING HILL 
lcdain Distribution System 

Tvae' 

C&W Steel 
C&W Steel 
C&W Steel 
C&W Steel 
CSW Steel 
C&W Steel 

Poly 
Poly 

Comments: 

Poly 
Steel 

3,450 
B U Q Q  
84,150 

Cathodic Protection - Galvanic 
Steel Mains - Welded Joints 
Poly Mains - Heat Fused 

slxe 

f - f / 4 "  
2" 
3" 
4" 
6" 
0 

1-114" 
2" 

35,550 
19,575 
12,450 

3,300 
4,950 

4,875 

2,175 
1,275 

T o m i l e s  

Poly + Steel 15.93 
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SPRING HILL 
Main Distribution Smtem 

t 
, ~ 3rdH- 

I_ 

TvDe 

Poly 
Poly 
Poly 
Poly 
Poly 

Comments: 

(1 1 
Poly 50,160 

Slre 

1-1 I4" 
2" 
3" 
4" 
6" 

Quantitv tft.1 

18,810 
19,050 
4,425 
7,575 
300 

Total ms 
Poty 9.5 

(2) 
(3 )  

Cathodic Protection - Individual steel valves protected by I Ib. anodes 
Poly Mains - Heat Fused 
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t PAGE OF 

CITRUS SPRINGS/PINE RIDGE 
Customer Account Information 

Active @1131/92 

I na et ive (1 @1/3 1/92 

Total Accounts 

Distribution Accounts 

Tank 

Cy1 inder 

Total Accounts 

Metered 

Unmetered 

Total Accounts 

Resildentfal mlmmMTotal 
548 6 554 

A4 3 

- 582 - 589 7 - - - 

490 

07 

5 
- 582 - 

564 

18 
- 582 - 

7 

4 

3 
7 
I - 

490 

94 

56 8 

21 
589 
E 

€Qm!Qm& 
(1) Inactive accounts have meter sets that are locked and off. 
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i mE 
1990 

CITRUS SPRINGS 
Consumption Profile 

1 9 9 1  

Jan. 
Feb. 
Mat. 
Apr. 

Jun. 
Jul. 
Aug. 
Sept. 
OCt. 
Nov. 
Dec. 

May 

Jan. 
Feb. 
Mar. 
Apt. 
May 
Jun. 
Jul. 
Aug. 
Sept. 
Oct. 
Nov. 
Dec. 

23,511 
43,931 
13,697 
12,553 

9,850 
8,472 
5,870 
5,136 
7,612 
6,101 
6,467 

12.561 
155,761 

19,960 
21,823 
18,509 
17,062 

9,442 
8,034 
5,968 
5 4 1  7 
5,650 
7,424 
8,169 

m 
143,039 

.4428 
,6665 
,6933 
,6223 
.6182 
S888 
5684 
-5694 
,5525 
5653 
.643’i 
,6537 

.6294 
,6083 
,561 7 
.5479 
-5353 
-5333 
,531 I 
.5135 
5 1  72 
,5265 
-51 95 
.5699 

21,479 
37,998 
15,479 
11,715 
9,292 
7,703 
5,966 
5,427 
6,164 
5,480 
5,946 

11.351 
144,000 

17,403 
19,783 
16,989 
1 5,409 
7,490 
7,243 
5,4f 3 
4,862 
4,829 
5,594 
7,069 

14.631 
126,715 
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year 

1990 

PINE RIDGE 
Consumption Roffle 

1 9 9 1  

Jan. 
Feb. 
Mar. 
Apr. 

Jun. 
Jut. 
Allg. 
Sept. 
Oct. 
Nov. 
Dec. 

May 

Jan. 
Feb. 
Mar. 
Apr. 
May 
Jun. 
Jul. 
Aug. 
Sept. 
Oct. 
NQV. 
Dec. 

1,277 
2,312 
1,150 

652 
561 
571 
353 
439 
41 3 
527 
436 
91)4 

9,595 

1,246 
1,333 
1,121 

953 
970 
342 
373 
326 
650 
542 
560 

1,1.17 
9,533 

,4639 
,581 0 
.6366 
6237 
.6 1 40 
,6057 
.6072 
.6049 
s954 
.6074 
-6060 
.6166 

.6503 

.6498 

.6401 

.6230 

.6151 

.6151 
-6 1 47 
,6081 
,5927 
S968 
.6084 
.632f 

1,200' 
2,037 

957 
624 
51 8 
493 
327 
31 7 
322 
385 
334 
893 
8,407 

1,101 
1 ,f 72 
1,002 
836 
409 

337 
258 
460 
489 
394 

874 
7,815 

483 

Estimated 

- 4 6 -  



I 

CITRUS SPRINGS/PINE RIDGE 
wistorical Fkrandaf Information 

f988 1989 f9911 1991 
Operating Revenue $268,468 $1 94,474 $228,237 $224,865 

Cost of Gas 101,731 74,530 94,398 91,138 

Operations 22,965 31,293 32,151 28,860 

Maintenance 1,302 4,888 7,135 15,056 

Taxes (other than income) 4,508 5,867 13,859 10,358 

SELECTED BALWVCE SHEET DATA: 

12131189 tP!31/90 f2131191 
Plant Assets $463,326 $507,943 $521,448 

Accumulated Depreciation (1 57,988) (1 72,797) (1 87,346) 

Inventories 67,334 66,793 3521 6 

Customer Deposits, net (23,824) (24,350) (24,809) 
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APPENDIX P(l I ' I '1 . H" 

PAGE qY? OF J.J!J. 

CITRUS SPRINGS/PINE RIDGE 


Asset Information 


Asset SIn Quantity lu.r Manufacturer 

Bulk Plant & Major Equipment 
Plant 

Tank 1* 30,000 gal. 1 1972 Trinity Industry 
Regulators· 2" 4 Fisher 99 .
Vaporizers 80/40 4(1) Algas 
Standby Buried Tank 1,000 gal. 1 American Tank & Weld 

Block Systems 
Tank lA & lB- 1,000 gal. ug 2 American Tank & Weld 
Tank 2 1,000 gal. ug 1 American Tank & Weld 
Tank 3 1 ,000 gal. ug 1 American Tank & Weld 

(1 )Two vaporizers are Inoperative; one of which will be replaced in 1991. 

Tanks - In Field 
120 gal. above-ground 1 
250 gal. under-ground 89 
500 gal. under-ground 2 

Tanks - In Inventory 
120 gal 1 
250 gal. 18 
1,000 gal. 1 

Meters - In Field 
Standard Index 175 325 1970-89 American 
Pressure Compo Index 250 267 1989 American 

Meters - In Inventory 
Standard Index 175 237 used 1970-79 American 
Pressure Compo Index 250 15 new 1989 American 

Services on Distribution System 
Ex-Trube 1/2" 428 1970-79 
Poly 1/2" cts 104 1979-90 

'Photograph included following this schedule. 
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CITRUS SPRINGS 
Asset Photographs 

APPENDIX ,h? 17-1 -4 

30,000 gallon Tank 

1 

- 
Tanks 1A and I S  

P 

I e 

i 
f 
I 

Regutators Vaporlzers 

I 
I 
, -  

" i  
.. , . , , ,- . , ' I ,  . , 



i 

. 
• 
N 
• 

'" 

) 
If) 

• 
II) 

!, 

ApPENDIX DR 11 hi -!l 

q !? 9 

ssu 
SDNlZS 

EIGINEE"'M3 
1000 c:;.e.. "tee t 

"'_e. , _,. 52703 

f4071�@ 

'-30.000 GAL. TANK 

SCALE.: 1" = 50' 

(APPROX.) 

CITRUS SPRINGS 

UNIT O NE 

TRACT "0" 
TANK #1 

e . 
u 
a: 

-
e 
C 
u 

G 
-' -
C 
Z 

III 

ON W.T.P. SITE 

J 

-;,\ ... 

_ -I 

- !!I 

• 

-

N- 1 199, 781. 2& 

PAGE 9' OF 

FLORIDA POWER CORP. EASEMENT (APPROVED) 

'''-),8",828.30 
3151 ,"a .47 

- -O.E. 
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{ 
�
�:::::':=:=:==:::;;::'<�flI 

ssu 
S S 

&INEERING 
oooc_ "toel 

.. __ . f' .... '. )2703 
'.071 •• o·OO'5e 

A�P-f;NOIX Dtl / '7:� . Ii 
PAGE �g OF 

OIi'''''''4(;£ 
1·l.' ...... 

A#lrl 

1-1000 GAL TANK 

UNDERGROUND TANK 

Fill POtNT CENTER 

1-1000 GAL. TANK 
SCALE 1"= 200' 

(APPROX.) 
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OF TANK 

NOT FENCED 

CITRUS SPRINGS 

UNIT TWO AREA ONE 

TRACT O.R.A. 

TANK # 



iDe PAGE....:-_-

--......... i-J(_" 
.1'.�� '1 ( � ) 

• 

ON W.T.P. SITE 

\. 

TRACT IIF-FII 

• 118' 
2·1000 GAL GAS TANK 

UNDERGROUND 

FILL POINT CENTER OF TANK 

TRACT r 

SSU 
SE'RVCES 

EMJINEERING 
1':00 COlO" PIOCI 

.:..# •. Flo,., • .32703 

'.C7) IIIIO'$11 

2-1000 GAL. TANKS 

SCALE: 1" = 100' 

(APPROX.) 
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CITRUS SPRINGS 

UNIT ONE 

TRACT "F-F" TANK #1A ! 
TANK #18 I 



� 

� 
� 

I 

• aaZEn 

I /�f 

'�--:""----'!�--""".:-""�--- ' 

/ 

� 10 

16 

zz 

SSU 1-1000 GAL. TANK 
SEJND:S 

EPGINEERING 
.ooee- P_ • 

.. _e. FiorI. 32703 

1.071 .ao-�II 

t I 

2 

3 

- .. --

SCALE 1"=200' 

(APPROX.) 
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I I II APPENDIX D (( f1:A - A 
I 

PAGE OP 

1-1000 GAL. GAS TANK 

UNDERGROUND 

FILL POINT AT CENTER 

OF TANK 

NOT FENCED 

PINE RIDGE 

UNIT THREE 

TANK #2 
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= 

APPENDIX D {( I '7 ,.'	 - H 

PAGE /Cv� OF 

'1 
... 

� I> .?"F 

16 
1-1000 GAL. GAS TANK 

UNDERGROUND
:3 FILL POINT CENTER OF TANK 

a;' 

" ••'\.... 

? 

PINE RIDGE ssu 1-1000 GAL. TANK 
S?@ UNIT ONE 

EM3INEERIr«3 SCALE 1"=200' TRACT 20' D.R.A. EASEMENT IOOO� �"C" 

a_ . "'Of"'t_ 3.27:-�
. (APPROX.) (APPROVED)1.071 •• o-�P TANK #3 
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Tvae 

Citrus Springs 
C&W Steel 
C&W Steel 
C&W Steel 
C&W Steel 
C&W Steel 
C&W Steel 
C&W Steel 

Poly 
Poly 

Pine Ridge 
C&W Steel 
C&W Steel 

Poly 

P A G d C ? J  OF: 
CITRUS SPRINGS/PINE RIDGE 

Main Distzibution System 

Poly 
Steel 

3,860 
ZQ.623 
74,483 

Sire 

1-1 14" 
2" 
3" 
4" 
6" 
8" 
1 0" 

1-1 14" 

3" 

1-1/4" 

2" 

2" 

21,485 
21,320 
13,626 
2,707 
2,486 
2,223 
4,426 

2,450 
860 

1,340 
930 

550 

T u b  

Poly + Steel 14.1 1 

Years 
Installed 

1970-79 
1970-79 
1970-79 
1970-79 
1970-79 
1970-79 
1970-79 

1979-85 
1979-85 

1974 
1974 

1982 

(2) Cathodic Protection - Galvanic 
(3) Steel Mains - Welded Joints 
(4) Poly Mains - Heat Fused 
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MARION OAKS 
Customer Account Informatfon 

Actlve @I131192 

In act he(’ @I 13 t 192 

Total Accounts 

Distribution Accounts 

Tank 

Cylinder 

Total Accounts 

Metered 

Unmetered 

Total Accounts 

R e s i d e n u  Comme rcia[ 

903 7 91 0 

Is. 38 - 
- 988 7 981 

I 

- I I 

003 

92 

8 

954 

2 z  
98 1 - - 

7 

1 

883 

99 

6 
988 - 

955 

3 
- 988 - 

Comments 

11) Inactive accounts have meter sets that are locked and off. 
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MARION OAKS 
Consumption Rome 

mz Month 

1990  Jan. 
Feb. 
Mar. 
Apr. 

Jun. 
JUl. 
Aug. 
Sept. 
Oct. 
Nov. 
Dec. 

May 

1991  Jan. 
Feb,  
Mar. 
Apr, 

Jun. 
Jul. 
Aug. 
Sept.  
Oct. 
Nov. 
Dee. 

May 

52,478 
41,260 
21,098 
18,784 
15,890 
12,668 
12,203 
10,533 
11,075 
11,849 
11,615 

t9.571 
239,824 

30,561 
31,340 
30,373 
25,990 
14,562 
12,926 
10,307 
10,349 
11,518 
10,832 
11,777 

20,715 
221,250 

Average 
price/ 

GU!mt&l 

.4224 
,6730 
S769 
-5476 
.4943 
.466f 
.4533 
,4469 
,4659 
S240 
,5727 
.6257 

.6241 

.6003 

.5420 
-5003 
.4989 
5033 
SO41 
SO40 
,5040 
.5175 
-5405 
-5798 

Gallons 
AQlL 

48,883 
37,192 
19,149 
15,519 
13,460 
10,482 
1 0,171 

9,146 
10,257 
10,082 
9,837 

17.397 
21 1,575 

27,038 
28,335 
27,434 
23,285 
12,566 
11,147 

9,278 
9,582 
9,180 
9,t 35 

10,564 
20,411 

197,955 
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/ . A  7 PAGE OF,-, 
MARION OAKS 

Historical Ffnaadaf Information 

SELECTED INCOME STATEMENT DATA: 

1988 1989 t999 
Operating Revenue $353,698 $260,549 $325,29 8 

Cost of Gas 129,200 87,730 128,656 

Operations 15,452 19,846 42,217 

Maintenance 575 487 6,968 

Taxes (other than income) 7,459 8,579 If ,392 

Plant Assets 

Accumulated Depreciation 

Inventories 

Customer Deposits, net 

12131189 i2131190 
$639,937 $699,685 

(1 47,804) (1 66,186) 

21,215 46,431 

(32,318) (34,5 70) 

19_91 

$336,067 

127,888 

29,142 

9,434 

9,866 

xulm 
$709,279' 

(I 82,49 I )  

41,816 

(38,709) 

'On March 31, 1992, SSU purchased storage tanks and equipment totaling $59,578, increasing the total 
Plant Assets to $768,857. The tanks and equipment had previously been leased. 
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_Asset 

Bulk Plant* 

Major Equipment' 
Vaporizers 
Regulators 
Regulators 
Regulator 

Tanks - In Field 
120 gal. above-ground 
150 gal. under-ground 
250 gal. above-ground 
250 gal& under-ground 
IO0 Ib. cylinders 

Tanks - In Inventory 
420 lb, 
250 gal 
500 gal. 
100 ib. cylinders 

Meters - In Field 
Standard Index 
Pressure Comp. Index 

Meters - In Inventory 
Standard Index 
Pressure Comp. lndex 

w 
30,000 gal. 

Services on Dlstribution System 
Ex-Trube 
Poly 

200v 
2" 
2 
2" 

175 
250 

175 
250 

1 1 2  
112" cts 

- _ V e a r  

1 1978 

2 
2 
3 
1 

1 
16 
2 

81 
'14  

9 
3 
1 

11 

577 
378 

377 used 
50 new 

181 
702 

1972-80 
1989 

1970-78 
1 979-presen t 

Manufacturer 

Delta Tank 

Algas 
Fisher 99 
Rockwell 441 
Fisher 630 

American 
American 

American 
American 

'Photograph included following this schedule. 
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! 
! W O N  QAfis 

Asset Photographs 
i 

30,000 gat. Tank 

Bulk Plant Site 

. . . . . 
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MARION OAKS 
Main Distribution System 

C&W Steel 
C&W Steel 
C&W Steel 
C&W Steel 

Poly 
Poly 
Poly 
Poly 
Poly 

Comments; 

Poly 
Steel 

35,500 
49.231j 
84,736 

Slte 

1-1/4" 
2" 
3" 
4" 

1-1 14" 
2 " 
3" 
4" 
6" 

(2) Cathodic Protection - Galvanic 
(3) Steel Mains - Welded Joints 
(4) Poly Mains - Heat Fused 

18,181 
17,677 
10,888 
2,490 

13,800 
10,800 
5,800 
2,700 
2,400 

Totd Miles 

Poly + Steel 16.1 

Years 
lLlSu&d 

1970 - 79 
I970 - 79 
1970 - 79 
1970 - 79 

1979 - 83 
1979 - 83 
1979 - 83 
1979 - 83 
1979 - 83 



SUNNY HILLS 
Customer Account Information 

Active @1131/92 

1nactivdl) @I131192 

Total Accounts 

Distribution Accounts 

Tank 

Cy1 i nd er 

Total Accounts 

Metered 

U n mete red 

Total Accounts 

Residential Commercial Total 

154 10 164 

12 

I 10 - 176 

-- - 12 - 
- I 

166 - 

126 

40 

- 166 - 

156 

- 166 - 

lo 
126 

50 

- 176 - 

157 

39 
- 176 - 

Comments 

('1 Inactive accounts have meter sets that are locked and off. 
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SUNNY HILLS 
Consumption Profile 

PAGE OF& 

Pear Month 

1990 Jan. 
Feb. 
Mar. 
Apr. 

Jun. 
Jul. 
Aug. 
Sept. 
Oct. 
Nov. 
Dec. 

May 

1 9 9 1  Jan. 
Feb. 
Mat .  
Apr. 
May 
Jun. 
Jul. 
Aug. 
Sept. 
Oct. 
Nov. 
Dec. 

Gallons 
Purchase4 

14,854 
7,324 
4,434 
3,160 
2,641 
1,702 
2,405 
1,780 
2,261 
2,429 
2,269 

4.231 
49,490 

6,715 
8,653 
6,365 
3,935 

1,990 
1,634 
2,31 I 
1,980 
1,515 
3,487 
6.911 
48,382 

2,886 

Average 
Price/ 

Ga!&w 

S517 
,6964 
,7541 
.7628 
.7317 
,7005 
.6783 

.63t 0 

.6417 

.6623 

.6878 

,6538 

-6787 
,6790 
.6370 
,6132 
.6092 
.6092 
,6092 
-6049 
S938 
-5706 
,6031 
,6520 

13,9464 
7,0398 
4,0809 
2,5936 
2,4845 
1,5054 
2,1396 
1 ,51 69 
1,5276 
1,4597 
1,5834 

3 . 6 2 5 6  
43,496 

6,1433 
8,3856 
5,3325 
3,5798 
2,5553 
1,4629 
1,294 
1,717 
1,470 
1,030 
2,314 

&242 
41,363 
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a t o r i d  Finandaf Information 

198B 1989 
Operating Revenue $73,908 $67,762 

Cost of Gas 25,607 23,Of 6 

Operations 17,982 9,376 

Maintenance 325 569 

Taxes (other than income) 3,397 3,657 

mm 1991 
$64,130 $76,43 1 

43,749 28,933 

4,944 3,197 

1,468 667 

3,694 2,175 

SELECTED M C E  SHEET DATA: 

12131 18% 12/31 190 l2wm 
Plant Assets $291,306 $297,872 $29?,07 1 

Accumulated Depreciation (63,67 5) (71,828) (80,026) 

Inventories 19,893 17,307 16,601 

Customer Deposits, net (4,8 88) (5,285) (5,68 1 ) 
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Asset size Quantitvm Manufaetu rer 
Bulk Plant & Major Equipment 
Block Systems 

Bel mar Street 
Sunny Hills Blvd. 
Salem Street 
Salem Street 

Tanks - In Fle!d 
250 gal. under-ground 
500 gal. under-ground 

Tanks - In Inventory 
250 gal 

Meters - In Field 
Temp./Press. Comp. Index 

Meters - In Inventory 
Temperature Comp. Index 
Temp./Press. Comp. Index 

1 1,000 gal. ug 
1,000 gal. ug 2 
1,000 gal. ag 4 
1,000 gal. ug 2 

45 
1 

5 

250 160 1985-86 Amerlcan 

175 24 new 1980 American 
250 33 used 1985 American 

Services on Distribution System 
Ex-Tr ube 112" 84 1971 -79 
Poly 112" cts 50 1979-current 

- 66 - 







It:; 

"",-.,J 

---­
? >-2. 

� 

IA 

(,I;j 
= o .. 

...,. / ,L.;@ 

T"NKS > 

O"l 
(D 

.'U » » "U 
(i) "U 
m m 

:z 
______ 0 
-- X 

, 

I 

-J 

o 
"11 

k"'\ 

=r·..) 

• 

I 

'" • ... 

SCALE: I" = 200' 
(APPROX.) 

0·1000 GAL GAS TANKS 
NO. 5&5.0 ARE UNDERGROUND 

TANKS NO. 56. 5C. 50. & 5E 

ARE A60ve GROUND 

NO FENCE 

SUNNY HILLS - UNIT FOUR 
WASHINGTON COUNTY, FLORIDAI�:TH DELTONA CORPORATION - UTILITIES DIVISION 

z 
o ... 

Z 
n 

r 

c 
o 
"' 

o 

6 " 1000 GAL. TANKS 

D.R.A. AREA 

BLK. 190 

TANKS .. 5.@A.5B.5C.@0.5E 

....
JJl
>
n 
.... 

. 
PI 
. 

o 

, , 
. '.....; 

, I" I 
't 

, I
' ...... / 

I I = 
; I ... .\ ColI .... ..... .... 

SSU __ .--m. D_A.&?.... CeA.r " ... 
SEa VIC.. �.:::: one. 



SUNNY HILLS 
Main Distribution System 

C&W Steel 
CSW Steel 
C&W Steel 
C&W Steel 
C&W Steel 

CommentS; 

Steel 35,550 

Sfta 

1 -1/4" 
2" 
3" 
4" 
6 " 

(2) Cathodic Protection - Galvanic 
(3) Steel Mains - Welded Joints 

12,125 
13,050 
1,750 
6,300 
2,325 

Total Miles 

Steel 6.7 

Years 
hm!!!zd 

1971 -75 
1971 -75 
1971 -75 
1971 -75 
1971 -75 
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SSU GAS D M S I O N  

Svstem 

Marco Island 

Lehigh 

Spring Hill  

Citrus Springs/ 
Pine Ridge 

Marion Oaks 

Sunny Hills 

TOTAL 

curreat 
Gas 

Customerq 

869 

2,022 

3,227 

589 

988 

t76 

7,071 

4 Pear Avg. 
customer 

Growth 

2.0% 

(1.5%) 

( 1  -4%) 

( 2.3 Yo) 

(0.1 Yo) 

(0,03%1 

[I .27%) 

currtnt' 
cwamunitp 
€&ua&Qu 

13,471 

7,812 

22,868 

2,043 

2,333 

432 

48,959 

4 Pear A%.' 
Houirehold 

Growth 

16.8% 

3.1 % 

9.5% 

1 1.5% 

13.3% 

4,3"/Q 

10.1% 

*Based on water utility customer account data. 
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Page 1 of 2 

SSU GAS DIVXSION 

SPRING H I L L  - 
Suburban has local off ices in Hudson and Brooksville which service Spring Hill. The 
company has an active builder program in place in the area, and it actively solicits 
new custom e rs. 

Bay City is a small, family-owned company serving Pasco County. The business 
office is located in Hudson. They offer low margin rates and no security deposit or 
tank rental fee. 

Blossman Gas 

Blossman is a fast growing propane company with offices in Brooksville. l3e  
company has been successful with a free gas water heater installation promotion. 

M R R C O  ISLRNO 

Balgas is a family-owned energy company located in Ft. Myers and Naples. It has 
large gas storage facilities in the pori of Ft. Myers that allows it to purchase propane 
on the spot market. t h e y  offer low margin rates to commercial customers based on 
fixed term and volume gas purchase agreements. Balgas has been actively 
soliciting business in the Marco Island area for the past five years. 

Ferrell Gas is a national propane company with offices in Naples. The company 
offers competitive rates and services in the Naples and Marco Island areas and has 
been actively soliciting business on Marco Island for several years. 

Suburban has local offices in Ft. Myers and Naples, and they actively solicit new 
customers. 
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CITRUS SPRINGS 

Tru-Gas is a propane company which has been active in the Levy, Citrus, and Taylor 
County areas for the past five years. The company has solicited residential 
customers in Citrus Springs. They offer volume discount rates based on the number 
of gas appliances, no security deposit, no installation charges, and no tank rental fee 
for the first year. 

Located in Dunnellon, Spitz provides cylinder service in the Citrus Springs area. 

SUNNY HILLS 

QJLBum 
Gulf Power is a rural electric company with local offices in the Chiptey area, This 
utility offers residential customers 5% interest rate loans to convert to electric 
appliances and cash back incentives to  local builders for all-electric homes. 

AmeriGaS 

A large, national propane company with a local office in Chipley. 
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Genera I Donald Middleton 
Arthur Atkisson 

Marco Island Thomas Ziegler 

Lehlgh David Schroeder 
I 

-J Spring Hill Frank Farreft 
I Wesley Hoch 
P 

Timothy Mincevich 
Norbert Przerova 
Frank Volpe 

Citrus Springs Raymond Johnson 

Marlon Oaks Anthony Bouvier 

SSU GAS DIVISION 
Employee Information 

Posltlon 

Gas Operations Mgr. 
Gas Marketing Mgr. 

Service Techician 

Gas Operations Supvr. 

Service Techician 
Service Techician 
Maintenance Techician 
Maintenance Tech ician 
Senrice Techician 

Service Techician 

Service Techician 

Years of Service 

(resume attached) 
(resume attached) 

3 yrs. 

16 yrs. 

3 yrs. 9 rnos. 
4 yrs. 2 mos. 
3 yrs. 10 rnos. 
4 yrs. 11 rnos. 
5 yrs. 2 mos. 

3 yrs. 10 rnos. 

4 yrs. 9 mos. 

Lleense 

FIA 601 Qualifiers 
COL Class A, w Endorse 

FIA 601 Qualifiers 

FLA 601 Qualifiers 
FIA 601 Qualifiers 
FCA 601 Qualifiers 
FtA 601 Qualifiers 
FLA 601 Qualifiers 

FLA 601 Qualifiers 

FLA 601 Qualifiers 

Gommentg 
(I) Detail wage data ornilled at this time. The average wage of a service technician is $S.SD/Hr., a maintenance technician 

is $7.50/Hr., and an operations supervisor is $25,00ONr. 



DONALD E. MIDDLmON 
1350 Trollman Ave, 
Deltona, FL 32738 

(407) 574-9116 (Home) 
(407) 574-6691 (Work) 

CAREER OBJEClWES 

To obtain a position with an organization where my extensive background in the propane 
industry can be utilized and further expanded. 

J3MPLOYMENT HISTORY 

Southern States Utilrty Services, hc. 
(formerly Deltona Utility Consultants, Inc) 
255 Enterprise Road, P. 0. Box 5309 
Deltona, Florida 32728 

Gas Operations Manager 
. December 1974 - Present 

Oversees the operations, construction and maintenance of state-wide propane gas systems. 
Conducts training and supenision of personnel in construction, cathodic protection, 
maintenance and operations of approximately 170 miles of steel gas mains serving 7,500 
customers. Performs annual regulator inspections at all bulk plants. Prepares a variety of 
reports including Unaccounted for Gas, the annual Department of Transportation (DOT) 
Report for Pipeline Operations and assists in the preparation of the Business Plan for LP 
Gas Division. Submits written responses to inquiries and citations from the Florida Division 
of LP Gas and works with local managers to ensure compliance with 49 CFR (parts 40, 190, 
191 and 192). Develops, analyzes, monitors and submits reports on budget. 

EDUCATION 

National Association of Corrosion Engineers, “Corrosion Technician” License #3009 

Division of L.P. Gas, “601 Qualifier” License 

Daytona Beach Community College 
Daytona Beach, Florida 

Florida Gas Training Center: 
Corrosion Control, 1976 
Gas Distribution Mechanic, 1976 
Gas Measurement, 1986 
Rcgulators, 1988 
C o d a  and Standards, 1991 

40 semester hours toward a degree in 
engineering 

Emergency Gas Handling, 1976 
Supervisor’s Seminar, 1985 
Basic Seniceman, 1987 
Advanmi Gas Distribuiion, 1W 

University of Texas - LP. Gas Training Course 
L.P. Gas Training Course, Parts LW, 1978 - 1979 
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Resume for Donald E MjddSeton - continued 

West Virginia University 
Appalachian Underground Corrosion hntemediatt Course, 1p79 
Appalachian Underground Corrosioo Advanctd Qursc, 1980 

National Association of Corrosion En@nters 
NACE Basic &rmsfo~ aursc,  1981 
NACE Corrosion P m t i o n  by Cathodic Prottdion, 1983 

University of Florida (TREEO) 
Corrosion Seminar, IoSO 

Florida Division of LP. Gas 
LP. Gas Safety Workshop, 1981 
LP. Gas Seminar, 1983 
Lf. Gas Safcry, 1985 

Florida Propane Gas Association 
Florida Propane Safety Workshop, 1985 
Financial Seminar, 1986 
D.O.T. Saiety Training Program, 1989 

JCNOWLEDGE AND SKILLS 

Cathodic Protection Meter Sizing 
Gas h k  Deicciion Regulator Sizing 
Meter Tadng Piptiinc Consrrunion 
Poly Heat Fusion &Me InsraIIation 
Bulk Plants Tank LnstaUation 
Bulk Plant Regulators 
Pipdine and Scnicc Mainttnanu 
Personnel Training 

L i t  b t h g  - - 96 -Slate and Fadera1 Regulations 

Combustible Gas ladimtor 
Flame Ionization Unit 
Rectifiers 
Shon b a a l o r  ('Tinker k W r )  
C.O. Detector (Gas-Tecfi) 
Manometer 
Bacb-Hot 
Trencher (Diteh- Witch) 

5' Btrr Prover 
VOLWAMP Mcier 
Collins Rod 
VibrbGround 
P i p  -tor 
P i p  Thrtader 
T.D. Williams Hot Tap Unit 
T.D. Williams Plugging Unit 

JNEMBERSHXPS I ASSOCIATIONS 

Florida Propane Gas Association 
National Association of Corrosion Engineers 
Southern Building Code Congress httrnationd 
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ARTHUR L ATKISSON 
2179 E. Semomn Blvd, 

Suite 178 
Apopka, FL 32703 

Borne: 407-396-2015 
O K k :  407-880-0058 (X176) 

Seeking a responsible position contributing to corporate success in the management of LP 
gas operations or marketing. 

JIM P LO yhl ENT I I I STO RY 

Southern States Utility Services, Inc. 
(formerly Deltona Utility Consultants, Xnc.) 
255 Enterprise Road 
P. 0. Box 5309 
Deltona, Florida 32728 

Position: Gas Division ManagerlGas Marketing 
October II, 1984 io Presefii 

During the first 2 years, primary responsibilities concerned the implementation of a new 
billing system for 60,OOO customers in 9 divisions and included equipment installation, 
conversion, testing, training and personnel adjustments. In the last 3 years, responsible for 
the management, design, impIementation and cvaluatjon o f  all LP gas marketing arid 
promotion activities throughout the state. Perform daily reviews of gas price adjustment 
factors, monthly review of operating statements and variance analysis of capital and 
operations budget. 

Southern States Utilities, Inc. 
750 W. Colonial Drive 
OrIando, Florida 32804 

Jury I, 1981 I D  October I I ,  1984 
Position: Rate Director 

Prepared all rate work in-house involving all areas of utility accounting, operations, customer 
service and devejoper activity. Actively involved in the evaluation, analysis and acquisition 
of many water and wastewater companies in the Central Florida area. 
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Resume for Arthur L Atkisson - a m i n u d  PAGE 7 OF /? f 2 

Florida Public Service Commission 
Suite 503, 400 W. Robinson S t m t  
Orlando, Florida 32801 

Position: Field Rate Analyst 
October 1, 1972 io July I, 1981 

Duties were entirely related to auditing the records of water and sewer utilities requesting 
increases in rates. After the audit was completed, an audit report was prepared and sent 
to Tallahassee. Attended public rate hearings and entered report into the forma1 record of 
the proceedings. Recognized as an expert witness concerning utility rates and rate design. 

Florida Gas Transmission Company 
600 W. Robinson Street 
OrIando, Florida 32891 

Position: Assistant Commercial Office Supenisor 
Mud1 1961 - Sepember 23, I972 

Awarded 3 promotions in 11 years. Duties primarily invohtd customer accounting, 
computerized billing systems and customer service. Served as Project k a d e r  in the analysis, 
development and implementation of a centralized billing system. Supervised, trained, cross- 
trained and evaluated 5 subordinates. 

,EDUCATION 

Miami Dade College 
Miami, Florida & 
Seminole Community College 
Sanford, Florida 

University of South Florida 
St. Petetsburg, Florida 

Accounting and Finance Major 
120 Credit Hours 

Three N.A.R.U.C. Water Regulation 
& UtiIity Rate Design Seminars 

Central Florida Community College 
Ocala, Florida 
May 1987 State of Florida 

Liquified Gas Examination 
0601 Dealers License - 

REFERENCES 

Personal references will be furnished upon request. 
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SSU GAS DtVlSlON EMPLOYEE BENEFITS 

BENEFtT 

Medbal Insurance 

Dental Insurance 

BENEFIT OESCRIPTIOC3 

Employees receive hdh a Preferred Pallm Plan (PPP) 
and a Iradiliwal IfKrloinnily Plan. The Preferred Patlent 
Opliori otlers benelils wiltr rnlnlrnal M-d-pockel 
expense. Tliere are Linlitatlons on the physldans and 
lacilities Hie insured niay use. Urnler tlw Indenwhy Plm, 
employees pay a deduclible d $100 per person ($300 
per tarnilyy) per calendar year. The Insurance pays 809L 
d covered expetises after ltw dedudible Ls mel. 

-_-_- WAITING PEfllOO ----- ---_-------*-- 

Fksr ol momh lollowlng 30 days of 
employment. 

Same as ahove 

Same as above 

Addillonal Llle lnswance Same as atme 

Vacation One year setvice 

Holidays 

Personal Holidays 

1rnmecllale)y 

Aflar 90 days. 

Dentat insurance Is included as pW d ihe Heahh 
tristrrance pagram. lrisiirance pays 100% d expenses 
lor pravenlative cam. Restoralhe care Is covered at 8096 
allor llie rlothidihlo. Malor care Is covered 81 60% aher 
ilre dodwihle. 

Enyiloyees am dlgltlo lor $20,000 wwlh d lite lns~ran~e 
pt4lS $S,O(H1 lor spouse and $2,500 lor each CM. 

Employees can purchase additional Sl0,oOO l n c r m s  
d lile insurance up lo a maxlmum d $lOO,oOa 

Employees are eMglMe ?or vacallon mer one year s m l c a  
9s follows: 

10 days - afler one year d s e w b  
15 days - alter six years 04 servke 
20 days - aller I2 years d servk;e 

Employees may lake the lksr lhre (5) days d thelr 
vacaticrri aller si% (6) mollhs d senrke. II an employee 
lerriiinates prior la carnpleting 12 rncmlhs d s-9, any 
vacalirni rakerr wtnt k t  wpald to llw c ~ m w .  

Eriiplqees will ceccive 3 persord days each yea. 

COST TO EMPLOYEE 

Varles depending an h g i h  
01 se&e and number d 
Insured [amity members. 
Cwrenl costs are: 

Included In cost d heahh 
bemrilS. 

None. 

Vsrles dependlng on 
amount d cwerage and 
age d partickpant. 

None 
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