
1 

2 


3 


4 

,5 

6 

7 

8 

9 

10 

11 DIRECT TESTIMONY OF FORREST L. LUDSEN 

12 BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

13 on behalf of -..~. 

14 SOUTHERN STATES UTILITIES, INC. 

15 AND DELTONA UTILITIES, INC. 

16 DOCKET NO. 920199-WS 

17 

18 

19 

20 

21 

22 

23 

24 

25 

OIQ 054 JUl ISS? 

FPSC- IREPOR1 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

2 0  

21 

22  

23 

24 

2 5  

A, 

A. 

Q .  WEAT IS YOUR W E  BMD BUSIblESB hDDRE883 

A. My name is Forrest L. Ludsen and my business 

address is 1000 Color Place, Apopka, Florida 

32703. 

UEAT TB YOUR POSITION WITE BOUTEEIW STATE8 

UTILITIES, XMCm IWD DELTONA UTILITIElsp IMC.7 

My position is Vice President in charge of 

customer Services for Southern States Utilities, 

Inc.  and Deltona Utilities, I n c .  (which 1 will 

refer to collectively as "Southern States"). 

WEAT IS YOUR EDUCATIONAL BACKGROWRID AWD UORE 

EXPERIENCE? 

I am a graduate of the University of Minnesota 

where I received a 3achelor of Arts degree in 

Business and Economics. Prior to holding my 

current position w i t h  Southern States, I was 

employed by the  Minnesota Power & Light Company 

("Minnesota Power*') from 1969 until 1989. I 

began my career in Minnesota Power's accounting 

department and subsequently worked for 16 year8 

in the  rates department, ultimately as its 

manager, As manager of the rates department, I 

was responsible for revenue requirement 

determinations and the  filing and administration 

of rate case applications. while with Minnesota 
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A. 

Q* 

A. 

Power I directly oversaw the  preparation and 

filing of over a dozen major rate cases. 

Q. WHAT ARE YOUR PRES= DUTIES As VICE PBEBIDEMT 

I# CEAROE OF CWBTOMER SERVICES? 

Generally, I am responsible for a l l  matters 

relating to customer service including the 

administration of customer billing, complaints 

and service requests as well as the determination 

of Southern States'  revenue requirements, 

administration of rates, filing and 

administration of rate applications and the 

coordination of all act iv i t ies  required to comply 

with the  rules  and regulations of the  Florida 

Public Service Commission, 

HAVE YOU EVER TEBTIBIED BEFORE A REGULATORY 

AGENCY? 

Y e s ,  I testified before the Florida Public 

Service Commission on behalf of Southern States 

and United Florida Utilities Corporation in 

Docket No. 900329-WS. I have submitted pre-filed 

direct testimony on behalf of Lehigh Utilities, 

Inc. in Docket No. 911188-WS. I a l so  have 

testified on behalf of Minnesota Power before the 

Minnesota Public Service Commission and the  

Federal Energy Regulatory Cornmission, 
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Q* 

A. 

09 

A. 

PLEABE DESCRIBE THE SCOPE OF YOUR TES'PIMOHY IN 

THIS PROCEEDING. 

First, I will present the information contained 

in Southern States' filing to eatisfy the 

Commission*s minimum filing requirements 

( W F R s " ) .  

I SHOW YOU EXEIBXT (BLL-I) UMDER COVER PAGE 

ENTITLED "FIblAWCIAL, RATE AMD BNQIlSEERIlW #IlIMUH 

FILING REQVIREMBHTS OF BOUTPERM STATE8 UTILITIES, 

IMC, AMD DELTOMA UTILITXES, INC.'' WBRB THESE 

HFR8 PREPARED BY YOU OR UNDER YOUR DIRBCTIOM AND 

SUPERVI8ION3 

Yes, I had ultimate responsibility to ensure that 

the  MFRs contained the information required in 

the  Commissionis rules. Of course, I am not 

qualified to address certain portions of the  

voluminous information contained in the M F R s ,  

However, Southern States believes it will be 

easier to i d e n t i f y  the MFRs as one exhibit and to 

introduce other witnesses with the  necessary 

expertise to describe and sponsor various 

portions of the MFRs for Southern States. A 

further point regarding Southern 

application. As a result of the denial 

relief in Docket No. 900329-WS, Southern 

3 

States' 

of rate 

States I 
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Q* 

A ,  

Q. 

A. 

financial situation is tenuous at best. Indeed, 

Southern States was unable to cover its debt 

costs from operating revenues in 1991. 

Therefore, w e  have attempted to f i le  the most 

non-controversial case possible. ~isputed issues 

such as consolidated rate structures, charitable 

contributions and organization costs have been 

eliminated since we are not seeking recovery of 

associated costs in t h i s  proceeding. However, 

Southern States reserves the  right to pursue 

recovery of these and other such costs in future 

proceedings. 

I BHOW YOU EXEIBI'P - (PLL-2) UIIDER COVEB PAGE 

EMTITLED "SUPPLEl4EMTAL IIFORMATION SUPPLIED BY 

SOUTEEM STATEB Obi JUNE 17, 1992 TO COMPLY UfTH 

THE COMMIB8ION' B MINIMUM FILING RBQPIREHEMTS. 

WAS THIS EI[HIBfT PREPAELED BY YOU OR UMDER YOUR 

DIRECTION AND BUPERVISIOBI? 

Y e s ,  it w a s .  

COWLD YOU BRIEFLY DESCRIBE THIS EXHIBIT? 

This exhibit contains information submitted on 

June 17, 1992 in response to certain alleged 

deficiencies in the  MFRs previously submitted on 

May 11, 1992 as well as information intended to 

supplement and/or revise certain portions of the 

4 
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MFRs . 
Q* WfLL YOW BE PROVIDIbfO Awy ADDITIONAL TESTIWOMY? 

A. Y e s .  For purposes of this filing, the 

administrative and general (ALG)  expanses of 

Southern States have been rolled into the A&G 

expenses of Southern States' affiliate, Lehigh 

Utilities, I n c ,  ( "Lehighr). All A6G type services 

including accounting, customer service, legal, 

engineering, pensions and benefits, etc. for 

Southern States and Lehigh are provided on a 

consolidated basis. The consolidated A&G 

expenses and the  expenses allocated to each of 

Southern S t a t e s '  systems are set  forth in Volume 

I, Book 2 of the  MFRs. I will provide an 

overview of the A&G expenses which Southern 

States seeks to recover from customers served by 

each of the  127 systems included in this 

proceeding and demonstrate that the  costs w e  seek 

to recover are reasonable. 1 also will discuss 

the impact on A&G expenses of internal corporate 

restructuring made in large part to comply w i t h  

recommendations made by the Commission through 

its audit staff in a management audit report 

issued in September 1988. After review of the  

audit recommendations, Southern States determined 
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that many of the recommendations were consistent 

w i t h  Southern States'  plans for growth as well as 

its goal to provide tho highest quality water and 

wastewater service at the lowest possible cost. 

Therefore, Southern States initially agreed with 

62 of the  7 9  audit recommendations. Commission 

Staff aggressively pursued implementation of the  

17 recommendations w i t h  which we disagreed and 

ultimately we agreed w i t h  Staff to implement, 

with modifications, 15 of the remaining 17. By 

letter dated June 2 ,  1992 to Charles E. Wood, 

Vice President of Southern States, staff 

recognized our  completion of the implementation 

phase of the  audit process and commended Southern 

States as follows: 

Thank you for your cooperation and 

dedication to the  requirements of the  

implementation program. The timeliness and 

quality of the  documentation you have 

provided has been appreciated. We wish to 

commend you and a l l  other participants 

involved in implementing these 

recommendations, forthe professional manner 

in which you have responded and completed 

this program. 

6 
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Q* 

A. 

A. 

Q. 

Finally, I will describe the  methodology used to 

allocate common costs to each of our systems in 

this proceeding. 

D I D  8OWTftELw STATES PERBOW AH ANALYSIS OF ITS 

O&l4 AM) ALO EXPEMBES DURIMQ TEE TEST YEAR IUD 

COMPARE TEEH TO THE COMl4I881OB1'8 "GUIDELIHES"? 

Yea. The results of this analysis are presented 

in Volume I, Book 3 of the  MFRs. Volume I, Book 

3 ,  pages 1 through 15 explain the process 

Southern States used to apply the  Commission's 

benchmark Baguidelines" and identify the 

categories of expense which exceed such 

guideline; As demonstrated in these pages, 

Southern States'  expenses, including those which 

fall above the  guideline, are reasonable f o r  a 

water and wastewater utility operating 

approximately 150 systems and serving 

approximately 160,000 customers in 27 counties 

in Florida. 

I SBOW YOU EXHIBIT (FLL-3) UNDER COVER PAGE 

EWTITLED "FPSC SEPTEMBER 1988 HhNAGEMEWT AUDIT 

REPORT." WAS TRfB E m I B I T  PREPARED BY YOU OR 

VWDKR YOUR DIRECTfON AMD SUPERV1810~? 

Y e s ,  it was. 

COULD YOU BRIEFLY DESCRIBE THIB EXKIBIT? 

7 
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A. This exhibit contains a copy of the Final Report 

of the Management Review of Southern States 

Utilities, Znc. issued in September of 1988 "by 

authority of The State of Florida for The Florida 

Public Service Commission" ("Audit Report") The 

audi t  was conducted and the report prepared by 

the Commission's Bureau of Management Studies, 

Division of Auditing and Financial Analysis. As 

the  introduction to the  A u d i t  Report states,  

. . . the  Commission has established the 

Bureau of Management Studies within the 

Division of Auditing and Financial Analysis 

to perform Management Audits on a selected 

basis. While the  results of these audits 

are not intended to reflect directly on the 

ratemaking process, they are intended to 

provide important supplemental information 

as to the overall prudence of the  way the  

utility conducts its business. 

The Audit Report further defines the  scope and 

objectives of the  audit (p ,  2 )  as follows: 

The scope of our review was designed to be 

comprehensive in nature, comprising a l l  

major aspects of the management and 

operations of Southern States Utilities . . 
8 
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. The primary objectives of this review were 

as follows: 

-To provide an independent and comprehensive 

review of the  effectiveness and efficiency 

of Southern States' management and of 

selected company operations. 

-To develop meaningful, cost-effective 

recommendations for improvement. 

-To produce an accurate and comprehensive 

report of our findings, conclusions and 

recommendations 

-To ensure the satisfact orv irmlementation 

ef our recommendations, 

1 emphasize the last stated objective since it 

was Southern States '  experience in its last rate 

filing that Public Counsel disputed the authority 

behind, if not the very merits of, the  A u d i t  

Report. These objectives clearly establish the 

less than gmpermissivelB character of the 

Commission's recommendations contained in the  

A u d i t  Report. In addition, as I indicated 

previously, the  Commission's Division of Auditing 

and Financial Analysis has aggressively required 

implementation by Southern States of a l l  of the 

A u d i t  Report recommendations. 

9 
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Q* 

A. 

Q* 
A. 

Q* 

A. 

I SHOW YOU E m I B I T  (FLL - 4 )  UHDm CWEB 

PAGE BNTITLED "P8C AUDIT CORRESPONDENCE." W A S  

THIS E%EIBIT PREPARED BY YOU OR UNDER YOUR 

DIRECTIOH AND BWPERVIBIOM? 

Y e s ,  it was. 

COULD YOU BRIEBLY DESCWXBE THIS E m I B I T ?  

Y e s ,  t h i s  exhibit contains copies of various 

correspondence between Southern States and the 

Commission concerning the  A u d i t  Report 

recommendations for change, improvement and 

supplementation of Southern States' internal 

corporate structure. T h i s  exhibit also contains 

several examples of the  status update reports 

filed by Southern States which the  Commission 

required Southern States to provide on a 

quarterly basis as well as a copy of the  June 2 ,  

1992 letter from Staff to Mr. Wood to which I 

referred earlier. 

WHY DOEB SOUTHER24 BTATES BELIEVE THE AUDIT REPORT 

18 RELEV= AT THIS TIME? 

As indicated in Staff's June 2 letter, the 

implementation process for the audit 

recommendations only recently has been completed. 

Therefore, we believe a discussion of the A u d i t  

Report is timely. Moreover, discussion of the  

10 
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A u d i t  Report is critical to the Commission's 

understanding of Southern States' current ALG 

expenses which w e  seek to recover from our 

customers in this proceeding. As I mentioned 

earlier, w e  have rolled together the  A&G expenses 

of Southern States and Lehigh and allocated the 

pool of expenses to each of the systems operated 

by these utilities based on the  number of 

customers served by each system. This is the 

same method used in Docket No. 911188-WS 

concerning Lehigh's request f o r  a rate increase. 

If any of the systems included in this proceeding 

attempted to purchase or provide the  level and 

scope of A&G services currently provided by 

Southern States, the  stand alone costs to each 

system would be significantly higher than those 

which Southern States seeks  to recover in this 

proceeding. The ability of Southern States to 

offer these services is in large part 

attributable to the internal restructuring of 

Southern States which was initiated after receipt 

of the Commission's findings and recommendations 

in the  A u d i t  Report. 

COULD YOU BRIEFLY DI8CUSS THE AUDIT REPORT'S 

FIMDIMGB ARID RECOHMEHDATIONS? 

11 
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A. The Commission*s Audit Report foresaw Southern 

States '  growth through acquisitions and commended 

Southern States for several s t e p s  it had taken to 

accommodate such growth, including moving 

corporate management activities to its current 

Central Florida location in Apopka, foreseeing 

the need to construct a larger corporate 

headquarters facility in Apopka and understanding 

the  need to perform a major upgrade of Southern 

States' electronic data processing capabilities. 

However, as early as September 1988, the 

Commission's Staff confirmed that:  

Many responsibilities are at the  point of 

needing to become separate from each other 

and are on the  verge of requiring added 

specialization for those w h o  occupy the 

positions. Functions throughout the  Company 

are becoming more departmentalized, adding 

structure to the  organization. All 

management t a s k s ,  but especially those of 

the  upper managers, are in the  process of 

changing from a hands-on approach to one of 

guidance and decision-making. 

The transition from a Worn and Pop9' company 

to a small business is not necessarily a 

12 
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further 

gradual evolution. & 
exaeriencina this "threshold tl n h e w o n  

the  noint at w u c h  champ becorn es necessarv. 

The proper management of t h i s  change 

separates companies which are marginal from 

those which become successful. 

The Commission's Audit Report 

acknowledges that: 

. . . it is quite common for any company 

undergoing rapid growth and expansion to 

require extensive changes in its management 

functioning. Southern States is no 

exception. While management has performed 

well in many respects, there are still a 

number of improvement opportunities to be 

acted upon. As Southern States expands, the 

management functions of planning, 

organizing, directing, and controlling will 

need more to become differentiated. 

formalized, and svstematic. 

Again, I have emphasized certain of the  

statements made in the  Commission's Audit Report 

because these statements are consistent with the 

findings and conclusions of Southern States'  

management -- that the ability to provide high 

13 
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quality water and wastewater service to a large 

customer base in today's regulatory environment 

at the lowest cost possible requires a large 

utility company w i t h  the financial capability and 

internal corporate expertise to satisfy 

regulatory requirements and achieve economies of 

scale to the  greatest extent possible. of 

course, to maintain the  financial capability to 

m e e t  the  ever expanding base of regulatory 

requirements, Southern States must be authorized 

to charge its customers rates which at least give 

it an opportunity to earn the  return ultimately 

authorized by the  Commission. It a l so  must be 

noted that even after achieving the  current 

economies of scale, Southern States often can 

only minimize inevitable cost increases 

associated with  the ever expanding and ever more 

strict multitude of federal, state and local 

rules, regulations, standards and l a w s  impacting 

Florida's water and wastewater utilities. We 

also are striving to minimize increases in the  

level of costs incurred to serve our customerB 

whenever possible. In this regard, we must note 

our dissatisfaction with requirements such as 

those imposed on Southern States in the  ''Order 

14 
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Establishing Procedure" issued by the Commission 

on July 10, 1992 in this proceeding which require 

Southern States to provide no less than 4 notices 

of service hearings and evidentiary hearings to 

each customer in this proceeding, including 3 

direct written noticeo to customers and a 

newspaper not ice. Compliance with such 

requirements will cost the  Company, and 

ultimately our customers, approximately $100,000. 

While w e  recognize the need to keep our customers 

informed, w e  wonder whether the majority of our 

customers would be pleased to know that they will 

be required to pay this kind of money for a 

series of duplicative notices .  I also w i s h  to 

note that the  Company experiences similar 

frustrations in our attempts to reduce the cost 

of serving our customers when the Environmental 

Protection Agency and Florida Department of 

Environmental Regulation continue to promulgate 

and enforce costly regulations to reduce 

(allegedly) the  risk of one person getting cancer 

from drinking water in this state by 1 in 

100,000. The extreme nature of such 

regulations is highlighted by the  fact that EPA 

bases estimates of risk I from contaminated 

15 
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A. 

drinking water on the premise that individuals 

consume t w o  liters of drinking water per day from 

the  same contaminated source for seventy ( 7 0 )  

consecutive years. It is these types of 

regulatory requirements which unnecesearily 

increase the cost of providing service to our 

customers. It is our goal to work with 

regulators to el iminate such inefficient 

requirements in the future. 

COULD YOU BWMMARXZE TEE COl4MfSBIOLJ'S AUDIT 

RECOKHEblDATIOHS? 

Yes, the  Commission made 79 recommendations f o r  

changes to Southern States' internal corporate 

structure, policies and procedures. These 

recommendations generally include, but are not 

l i m i t e d  to, the following: 

1. 

2 .  

The need to concentrate on 

planning and operational 

guidance to staff through 

the creation and ais- 
semination of formal 

policies and procedures; 

The need to secure more 

personnel, equipment and 

16 
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Departments) 

(All 
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3 .  

4 .  

5. 

materials to make assimil- 

ation of acquisitions easier; 

The need to commit more 

personnel, money, time, 

materials, equipment and 

know-how of the required 

quality and quantity to 

meet long-term organiza- 

tional needs; 

The need to establish an 

internal audit review 

function as well as an 

internal review program 

for the  company's computer 

system; 

The need to formalize and 

computerize the budgeting 

process, including the  

training of management 

personnel in the budgeting 

process and the provision of 

budget and budget deviation 

17 

(All 

Departments) 

(Parent 

Company A u d i t  

Services ) 

(Budget 

Department) 
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reports to managers; 

6, The need to provide revenue (Rates 

and gallonage billing c o m -  Department) 

parisons; 

7, The need to implement a work (Property 

order and property records Accounting 

system; Department ) 

8 .  The need to create written (Accounting 

accounting department Department) 

policies and procedures; 

9. The need to computerize the (Accounting/ 

preparation of annual Information 

reports to the  Commission; systems (IS) 

Departments) 

10. The need to establish and ( Treasury 

implement more formalized Department ) 

internal controls of cash 

management, including the  

separation of cash manage- 

ment duties among various 

18 
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employees rather than 

having one employee perform 

a l l  cash management functions; 

11. The need to explore alter- (Treasury 

native long-term borrowing Department/ 

mechanisms which, while Parent 

unavailable to small, self- Company 

sustaining wastewater Services) 

utilities, might be avail- 

able to the larger utility 

resulting from Southern 

States'  growth; 

12. The need to upgrade or (Information 

replace the  then existing Systems 

telephone system or develop Department) 

a totally new means of 

communication w i t h  f i e l d  

personnel; 

13. The need to develop and 

implement guidelines and 

written criteria for max- 

imizing interest earnings 

19 

(Treasury 

Department) 
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The need to secure detailed 

information from customers 

applying for service to 

reduce bad debt expenses; 

The need to re-institute 

use of collection letters; 

The need to develop and 

implement a comprehensive 

policy and procedures manual 

for all customer service 

functions; 

The need to develop and 

implement a salary and wage 

administration program which 

establishes salary guide- 

l i n e s ,  ensures salaries  are 

competitive and consistent, 

and reduces employee turnover; 

(Customer 

services 

Department) 

(Customer 

Services 

Department) 

(Customer 

Services 

Department) 

(Human 

Resources 

Department) 

2 5  
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18. The need to develop and 

implement defined manager 

and employee performance 

evaluation procedures to 

determine employee com- 

petence, ident i fy  training 

needs, document reasons for 

termination (and thereby 

avert equal employment 

opportunity discrimination 

lawsuits) and protect 

utility assets from damage 

by employee negligence; 

(Human 

Resources/ 

Enviro- 

nmental/ 

Techn i ca 1 

Services/ 

Training 

Departments) 

19. The need to improve security (Information 

of electronic data processing Systems/ 

facilities from loss by Administra- 

t h e f t ,  damage or destruction tive including 

supplies, files Services/ 

and equipment; Records 

Retention 

Departments) 

2 0 ,  The need to develop and (Information 

implement a disaster recovery Systems 

21 
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plan as well as emergency and 

fire procedures to prevent 

r i s k  of loss of data; 

Department) 

21. The need to develop and pro- Budgets/ 

duce computer operating Systems and 

statistics for management Procedures 

review; Department 1 

2 2 .  The need to use computers (Information 

to generate customer notices, Systems 

when feasible; Department) 

2 3 .  The need to remove employee (Payroll 

payroll entry responsibility Department) 

from the  managerial level to 

lower l eve l  employees; 

2 4 .  The need to centralize the (Purchasing 

purchasing function; Department 1 

2 5 .  The need to develop and (Purchasing 

implement policies and Department) 

procedures for bulk purchase 

decisions; 

2 2  
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2 6 .  The need to develop and 

implement competitive bidding 

procedures; 

2 7 .  The need to develop proce- 

dures to competitively bid 

insurance policies; 

(Purchasing 

Department ) 

(Administra- 

tive Services 

Department) 

(Purchasing/ 

Engineering 

Departments) 

2 8 .  The need to develop and 

implement a formal purchase 

order submission and approval 

procedure including a chain 

of command f o r  purchase order 

approvals, purchase guidelines 

for managers, emergency pur- 

chase procedures and appropriate 

documentatiend audit  trail 

procedures; 

2 9 .  The need to develop and 

implement capi ta l  expense 

authorization and documenta- 

tion procedures; 

(Purchasing/ 

Accounting/ 

Budgeting/ 

Engineering 

Departments) 
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3 0 .  The need to develop and 

implement scheduled preven- 

tive maintenance procedures 

for vehicles; 

31. The need to develop and 

implement written policies 

and procedures f o r  transport- 

ation management; and 

32. The need to develop and 

(Administra- 

t ive  Services 

Department) 

(Administra- 

t ive  Services 

Department) 

(Administra- 

implement controls to prevent 

the potent ia l  misappropria- Department) 

tion of gasoline purchases 

including a computerized 

tracking system. 

t i v e  Services 

Mr. Sweat will address those portions of the  A u d i t  

Report re lat ing  to field operations, training and 

related subjects as well as Southern States' 

compliance w i t h  related Commission recommendations. 

As previously noted, each of the  recommendations I 

2 4  
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listed above and virtually a l l  of the  other 

recommendations, w i t h  modifications, were accepted 

and implemented by Southern States after careful 

analysis and study. 

Q m  I SHOW YOU EmXBIT (BLL-5) mJDEfl COVER PAGE 

BMTITLED "PRE AND POST-AUDIT REPORT STBFFfbfO 

MODIFXCATIOC3S 08 BOWTHEU STATES. W&S TEIS 

EXHIBIT PREPARED BY YOU OR DbfDER YOWR DIWECTIOM AND 

BWPERVfSION? 

A. Y e s ,  it was. 

I)* PLEASE BRIEFLY DESCRIBE THIS E m I B I T .  

A. This e x h i b i t  identifies the  structure of the 

various departments within Southern States that 

provide administrative and general services to a l l  

of our systems as opposed to the structure which 

existed prior to the issuance of the  Audit Report. 

This  exhibit  demonstrates that Southern States has 

achieved the  departmentalization and specialization 

of services which the  A u d i t  Report indicated would 

be required to enable it to become a successful 

utility company as opposed to its prior Worn and 

Pop" existence. Indeed, Southern States and Lehigh 

combined currently provide service to approximately 

160,000 customers or almost 4 times as many 

customers as when the  A u d i t  Report was issued. As 

25  



10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

2 0  

21 

22 

23 

2 4  

25  

Q -  

A. 

Q* 

demonstrated in the  exhibit, Southern States was 

not capable of providing the services required of 

a large utility company prior to the post-Audit 

Report modifications. 

D I D  THE COST OB PROVIDING UTILITY SERVICE R I S E  AB 

A RESULT OF THE POBT-AUDIT REPORT b100IBICATfOHB3 

Y e s ,  they did, However, as indicated throughout 

the Audit Report, the  structures and procedures 

which existed prior to the  indicated modifications 

were deficient in many ways and were not conducive 

either to the  proper running of a large utility 

company or to the  rendition of high qual i ty  utility 

service to our  customers, Perhaps if we had not 

made these required modifications, we would now be 

in receivership like the  prior owner of our 

affiliate, Lehigh. However, we believe that with 

our current structure and operations, and given 

appropriate regulatory treatment, we can become the  

preferred provider of utility service to many more 

Florida residents, 

COULD YOU BRIEFLY DISCUSS TEE IHTERRILATIOIBHIP 

BETWEEM THE IblPLEMENTATIOM OB THE AUDIT REPORT 

RECOKMENDATIONS &HD THE CURRENT CORPORATE STRUCTURE 

OF SOOTHEW STATEB IDEHTIBfED f l  YOUR EmXBIT 

(BLL-S)? 

2 6  
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A. The A u d i t  Report admonished us by pointing out that 

we needed to commit the  'Ipersonnel, money, t h e ,  

materials, equipment and know-how . . . of the 
required quality and quantity i f  ssu is to meet 
long-term organizational needs." I hasten to point 

o u t  that  since the A u d i t  Report was issued Southern 

States has spent more than $50 million in plant 

improvements and expansions, that Southern States 

employs more than 450 employees, that the  O&M and 

A t G  expenses of Southern States now exceed $24.5 

million and that the  general plant assets of 

Southern States now exceed $17.2 million. 

In general, implementation of the  recommendations 

has created a more defined corporate structure 

comprised of various new departments with clearly 

defined areas of specialization. For instance, I 

identified 3 audit  recommendations relating to 

inadequate purchasing functions. In response, we 

created a purchasing department ( 3  employees) which 

established and implemented formal purchasing 

guidelines and bidding procedures. The purchasing 

department a l so  oversees the  bidding of a l l  

purchases and capital projects to ensure that we 

receive the  most reasonable prices possible, 

In response to the  numerous recommendations 

27 
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concerning the  need to upgrade and increase 

utilization of our computer system, including the  

production of annual reports to the Commission, 

management reports, customer not ices ,  budget 

reports, etc., I note that our information systems 

department is now staffed by 12 employees which 

serve Southern States' 160,000 customers. Revenue 

and billing comparisons are now available to 

management due to the  creation of a rates 

administration department (including billing 

personnel) (10 employees) with the required 

equipment to make these reports poss ib le .  In 

addition, we created a budget department (2  

employees) which is responsible f o r  developing 

budgets, training management personnel in the 

budget process and producing budget deviation 

reports. Our accounting department has developed 

and implemented written policies and procedures and 

established a property records department ( 3  

employees). A treasury department ( 5  employees) 

also has been established which has developed and 

implemented written procedures and controls for 

cash management. The treasury department also 

monitors our sources of funds and is primarily 

responsible for obtaining debt funds at the  most 

28 
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favorable terms possible, although access to ouch 

funds has become virtually impossible under current 

circumstances. A manager no longer performs 

payroll entry act iv i t ies  but rather these and other 

related functions are performed for our 4 5 0  

employees by our payroll department consisting of 

3 employees. Our customer service department (11 

employees, including meter readers) has revised our 

application for service, developed and implemented 

written policies and procedures and undergoes 

appropriate training in customer relations and 

communications from an employee certified to 

conduct such tra ining .  It is noted that  effective 

January 1, 1992, customer service personnel, 

including meter readers, throughout Southern 

States' service territory and at Lehigh report 

direct ly  to the  customer service department in 

Apopka rather than operations. On that basis, 

total customer service personnel including meter 

readers is 69 employees. The expertise required to 

conduct a wage and salary analysis, establish 

salary guidelines, develop and implement employer 

and managerial evaluation procedures, administer 

our pension and benefits programs and other related 

activities are now performed by members of our 

2 9  
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Q*  

A, 

P- 
A. 

human resources department ( 4  employees) Our 

administrative services department (1 employee) has 

developed and implemented a F l e e t  Management 

Program which includes the utilization of the 

services of Wright Express for the monitoring of 

vehicle maintenance requirements and gas purchases 

for our vehicles. This department also is 

responsible for bidding out insurance coverages and 

administering our insurance policies. We also have 

created a records retention department (1 employee) 

which is responsible for filing and maintaining 

critical documentation regarding our operations, 

including the  project files referred to in the 

Commission's A u d i t  Report. 

I SHOW YOU ElLHIBXT - (FLL-6) OWDER COVER PAGE 

ENTfTLED "DESCRIPTIONS 08 THE DUTIES AWD 

RE8PObl8IBILITIES OF THE ADMIII8TRATIVf AWD GEES= 

DEPARTMEHTS OF BOUTHERM STATES. 'I W A S  THIS EXEXBIT 

PREPARED BY YOU OR UNDER YOUR DIRECTIOW AM) 

SUPERVISIOH? 

Y e s ,  it was. 

COULD YOU BRIEFLY DESCRIBE THIS EltIIIBIT? 

Y e s .  This exhibi t  identifies the  duties and 

responsibilities of the various departments which 

provide A&G services for a l l  of our systems. In 

30 
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addition to the  dut ies  and responsibilities I have 

identified earlier in my testimony (which are in 

direct response to the  Commissionms A u d i t  Report), 

each of these various departments provides many 

other services which are integral to tho effective 

and efficient operation of a water and wastewater 

utility company in today's regulatory environment. 

Q* D I D  THE AUDIT REPORT IDENTIFY AWY DEBICIEHCXES I# 

GENERAL PLANT FACILITfES TO WHICH BOVTHERM BTATES 

RESPONDED? 

A. Y e s ,  However, before I discuss the identified 

deficiencies 1 would like to restate that the 

Commission's A u d i t  Report commends Southern States' 

foresight and planning in centralizing its 

management in Apopka, Florida and constructing a 

new office building to accommodate the consolidated 

operations. In addition, we have made significant 

investments to upgrade and replace our computer 

facilities and communications systems, These 

investments have assisted us both in satisfactorily 

addressing the  Commission's concerns regarding our 

communications systems, and fulfilling the  

recommendations concerning the  computerization of 

reports, customer notices, billing, Commission 

filing, etc. 
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A. 

COULD YOU BRIEFLY DESCRfBE THE METHODOLOGY USED TO 

ALLOCATB C-OM COSTS TO THE SOUTH- STATES lATEIl 

AE4D WASTEWATER SYSTEMS IMCLWDBD IlP THXS PROCEEDXHQ? 

Y e s .  The methodologies used to allocate common 

costa are set forth i n  Volume I, Book 2 ,  page 2 of 

the MFRs. Customer accounts, A&G and general plant 

expenses were allocated to each w a t e r  and 

wastewater system based on the number of customers 

served by them as a proportion of the t o t a l  number 

of customers served by and receiving the benefits 

of Southern States' A&G services. The allocation 

of common costs based on the  number of customers 

served by individual systems is the  established 

methodology of the  Commission for water and 

wastewater utilities as evidenced by the  use of 

this methodology by a l l  such utilities which must 

allocate common costs similar to those we allocated 

in this proceeding. Southern States is not aware 

of any water and wastewater utility i n  this state 

which currently allocates common costs on any other 

basis. In addition, Southern States is not  aware 

of any Commission order which indicates that an 

allocation based on the number of customers served 

by individual systems is unreasonable. There is no 

logical basis for distinguishing Southern States 
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A. 

from other water and wastewater utilities in this 

state for purposes of selecting a reasonable and 

appropriate allocation methodology. For these 

reasons, w e  believe that the  allocation of customer 

accounts, A&G and general plant based on the number 

of customers served by each of the  water and 

wastewater systems included in this proceeding is 

reasonable and proper. 

As a l so  indicated on page 2 of Book 2 of Volume I 

of the  MFRs, deferred taxes, investment t a x  credits 

and the parent debt adjustment were allocated based 

on either a gross plant allocation factor or a 

combination of gross plant and CIAC allocation 

factors. These allocation methodologies also are 

consistent with past Commission practice and thus 

are reasonable and proper. 

DOES THAT CONCLUDE YOUR DIRECT TEBTIMOMY? 

Yes, it does. 

19 
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AUTHORITY AND 

The Florida Publfc SwvtCe  Comntsslon ( C a m i s s f o n )  by s t a t e  t a w ,  
I s  charged w l t h  the r & s P O n S l b f l l t y  for  r e g u l i t l n g  not  only t h e  rates 
u s e d ,  but r l s o  the qktalfty Of the Service provided by the  p r l v a t e ,  
1 nvestot-owned ut!  11 t l  cs wht ch Serve the pub1 t e throughout the  S t a t e  o f  
F l o t l d a .  A s  directed by Florida S t a t u t e s ,  t h e  C m f s s l o n  sets  and 
mnftors a l l  rates tor u t l l l t l c s  under thrtr j u t i s d i e t t o n .  Such rates  
are s e t  a t  a level whlch allows a reasonable r a t e  o f  r e t u r n  on a 
Comnl sslon approved Investment base, and whfch  recognizes an rceeptabl e 
l e v e l  o f  rervlce  quallty being rece ived  by the utilitles‘ customers. 

In order to meet t h c l r  mandated risponslbllttler, the Conmlssion 
employs a s t a t f  o? a d y s t s  and auditors t o  ca lcu la te  and monitor t h e  
rate structure and t o  verlfy the existence of  the Investment base. In 
a d d l t l o n ,  the audltors may revlew a l l  or selected pott lons o f  t h e  
day-to-day opetatlonr and management o? t h e  campany 8s a means o f  
ver l fy lng  the extent  t o  whleh t h a t  u t l l I t y  ptovldes an e f f e c t i v e ,  
e f f l e l e n t  and economle product whlle s t i l l  p l v l n g  customer satisfaction. 

More spec1 f1 cat  l y ,  the Conmlsslon has ertabl Ished the Bureau o f  
Management S tudt rs  w l  t h i n  t h e  D l v l s I o n  of  Audltfng and Financial Analysis 
t o  perform Hanagment Audlts on a selrctrd bas ls .  Whlle the r e s u l t s  o f  
these audl ts  a te  not Intended t o  reflect d irec t ly  on the tatemaklng 
process, they arc intended t o  p tov lde  Important supplemental Information 
as to the overall prudency of the way t h e  utlllty conducts I t s  b u s l n e s s .  

fh i  s rmpott r r p t w e n t r  the t f r s t  comptehrnslve management t e v i  ew 
of a water and sewer u t l l l t y  conducted by Management Studies.  I t  w a s  
undertaken I n  response to a request o f  the D l v l s l o n  of Water and Sewer 
whlch has primary rasponrib1 l l t y  for the regulatory oversight of  the 
Industry.  T h t l t  ptlmafy concern a t  t h e  t l m e  of  request was w l t h  the 
efficiency o f  Southern State‘s a&nrgemmt, mre speclfically, t h a t  t h e  
Company was engaged In Ycrts l s”  management a t  an ultlmate Increased c o s t  
t o  Its customers. 

I 

Although t h i s  tevleu centers  on Southern S t a t e s  U t l  1 1  t i e s ,  I n c .  
( S U I ,  other coarpanlrs of  a simllar s i r e  and nature  may enhance t h e i r  
ef fec t iveness  and e f f l c l e n e y  by tevlewing t h e i r  own operat lona? a n d  
management p t a e t l c e s  I n  l i g h t  o f  our f l n d l n q r  and tecomendat lons a t  
Southern States.  

-1- 



SCOP E AN P S B J  E CT I V F C 

While t h a  scope and ob jec t ives  Of t h i s  a u d l t  uere defined b y  
danagement Studles, they were d m  wlth due Consldrtatlon o f  t h e  s p e c i f i c  
concerns rlrpressed by s t a f f  Of the D l v i s i o n  of U t g r  and Sewer. 

The scope o f  our revleu vas designed t o  be comptehenslve t n  
nature, comprising a l l  major aspects of the management and opwat lons  of  
Southern S t a t e s  U t i  I !  t l e s  Spec! f lC61  ly, the fo l  towlng areas uere 
covered: 

D Organlzatlon and Management 

0 

0 

Financ ia l  Management 

F l e l d  Opetat lons 

o Customer Servfces 

o Personnel Management 

0 EDP Controls 

o Purchasing and Inventory Control 

The primary o b j e e t l v e s  o f  t h i s  t e v l t w  were 4s follows: 

o To provfde an indepmdcnt and comptahrnslve rrvtew o f  the  
effect iveness and e f f l c b n e y  o f  Southwn States '  management 
and of re? ec t s d  company operations 

o To I d e n t i f y  functions belng perfumed well  

o To develop meantngful , cort-tffactlve rmconmtndrtions for 
Improvement 

Q To produce i n  accurate and coarprrhenrtve taport of OUT 
flrrdings, c ~ n ~ l u s f o n s ,  and tecoc#ntndatlonr 

o To ensure the satlsfactoty fmpltmcntitlon of our 
teconunendatfons. 

I t  I t  out rlncers I n t e n t l o n  that  this report descrtbes t h e  
Company's r t t i n g t h s ,  as well i s  Its pottntlrl areas for Improved 
manager1 a1 and opwational practl  e c .  

-2- 



The rev iew of each I n d i v i d u a l  area was conducted i n  th ree  
primary phases: 

o O r f e n t a t l o n l P r e l  Imlnary Survey 

o Review and Analysi s 

o Report Wtltlng 

Durlng t h a  P r i e n ~ o n / P r c l l m l n a  r y  s phase of each area, 
t h e  C m l s s l o n  staff v1St-e~ and met w l t h  key 
management personnel I n  Order t o  d w e l o p  an understandlng of the  Company 
and 1 t s  envlronmrnt, and t o  1 n t t o d u m  management to the audl t process. 
Approptfate documents were gathered and reviewed, provlding technical 
d e f l n f t l o n  and dfrectlon, as well as a b e t t e r  understandlng o f  the 
Company's key rreas. Upon completion of th ls  phase, the s t a f f  developed 
eomprehenslve work p lans  detblling the  t h i n g  and top lcs  I n  each area o f  
rev1 ew, 

The pev le  u and Ana I Y S ! ~  phase eonslsted o f  two major s t e p s :  1 )  . 
data  eollrctlon and 2)  rev iew and analysts. Data was c o l l e c t e d  thrc-.;h 
1 ntervlews w i  t h  Company petsonnel ,  rev1 ew of documents and reports, 
observat ion  of  f l o l d  opetat lons and f a e l 1  i t l e s ,  and wrl t t e n  surveys. A 1  1 
key petsonnel from renjor manbgement t o  I l n r  personnel uete tntervlewed, 
representing t h e  most the-consuming aspect  of the tev jew.  Data analysts 
Was then performed In each area under r e v i e w .  The analyrls consisted of 
sununatl tat ton,  development of  performance measures, and evaluatlon. 
U t 1  1 l r l n g  both  qual i t a t l v e  and q u a n t i t a t i v e  measures , the  Company' J 
overall petformanee was evaluated,  1 dent1  fyt ng strengths as we i 1 as areas 
of  p o t e n t l a l  Improvement. 

The culmfnatlon of  the process was the mo rt  Wrltlna phase .  
Upon completion, report drafts were provided t o  the Company for  reulew 
purposes. The fl ndl ngs and recommendation uere d l  scussed ui t h  Company 
representatives to verl f y  support! ng d a t a ,  and t o  ensure the Company' s 
understand1 ng of those P I  ndlngs. 

An Execut ive  Sumaty (under separate cover) provides an overall 
assessment for each area rev iewed a t  SSU. followlng t h e  assessments are  
t h e  recomnendatlons for that particular area, For the Company's benef l  t ,  
each rocomnendatlon has been ptlorlttzed by assigning a value o f  h i g h  
(HI, medium (HI, or low (L). The value s l g n l f l e s  the t e l a t l v e  Importance 
of each we-endatfon IS pereelved by our s t a f f .  The Company's v e r b a t f m  
responses appear dltretly underneath each .recormrendation, and where 
appropriate, additional staff  coments fo l low the  Company's response. A 
true underrtandlng of the Issues,  however, can only be accomplished by 
readtng th ls  f i n a l  r e p o r t .  

- 3- 
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The successful pWformfW Of a Mnagement aud i t  such t h i s  1 s  
hjghly depsndtnt upon the  dWW@ Of COOPerbtlon and assistance gtven by 
t h e  Company t n  general, and the fndtvidual p a r t t c t p a n t s  I n  partjcular. 

For t h l s  mason, the  Staf f  of the  Management Studtes Bureau 
wfshes t o  express I t s  sincerest appreciation t o  a l l  the management and 
o p e r a t i o n s '  tmployees of Southern S t a t e s  U t 1  l l t i e s ,  Ine.  

We would especially l l k o  t o  thank Ms.  J u d l t h  J. Klmball who 
c o o t d t  nated our data rrques t r  and our 1 n torv l  cu schedu? 1 ng throughout t h e  
a u d i t .  

Ftnally, we must acknowledge the excepttonal a t t i t u d e  o f  
cooperation and encourrgtment whlch was eKhl b l  t e d  by the Company's 
Presldent, M t ,  Charles L.  S w e a t .  A s  a result  o f  h i s  ef forts,  we 
expcrlenced a post t h e ,  congenial b and professtonal atmsphetc throughout 
the organlzatlon. 
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J I .  COM PAHY OVER VI En 

BACKCRWNQ 

Southern S t a t e s  UtllltjeS, Inc.  ( $ S U I ,  a Florfda c o t p o r a t ! O n  
headquartered at 1000 Color Place ,  Apopka, F l o r l d a  prov ides  water and 
wastewater u t l l t t y  serv!CeS {n 17 Florida countles, The flrm vas 
establlshed In 1961 by I t s  Current Vice-Chalrman Torn Kravltz. I n  1968,  
SSU was purchased by Universal felrphone, fnc. (UTI) and contlnues as a 
99.52 owned rubsldlary. During 1984, U T I  and I t s  subs id iar ie s ,  Including 
Southtrn S t a t o s ,  uere acuufrtd by Topeka Group, Inc. + i wholly-owned 
subs# d l  ary o f  Minnesota Power. 

Southern Sta tes  rxtstr  & S  n regulated pub1 l c  ut1  11 ty ptavrdr ng 
wattr and rrweragr S e t v k e S  P r h w l l Y  to  t e s l d e n t l a l  c m u n f  t l e s  t h rough  
t t r  own network o f  plants  and dfttrlbution faeflitles. A t  present. the  
Company has almost 41,000 customers w l t h  I revenue base of  approxlmate ly  
$7,000,000 a l l  s r r v l c t d  by apptoxhrdtely 100 employers. Growth I n  t h e  
Company's busfness during the 1980's has been mdetate ly  h i g h  across a l l  . 
measures. Water s e r v l c e  has consistently accounted for t h e  largest 
p o t t t o n  o f  a c t l v l  t y .  

A s  of October 1987, the Company operated In 17 Florfda count fes ,  
predomlnately I n  central and northeast Florida w l t h  a recent acquf s f  tlon 
on the west coast. Each system 1 s  regulated by t h e  s t a t e ' s  P u b t i c  
Service Comf s s I m  (PSC)--or I n  some Instances l o c a l  county government. 
The Florida Department o f  Envltonmental Regulation ( D E R )  takes a l ead  
t o l e  i n  s e t t t n g  and m f o r e l n g  operational standards. 

Hueh of t h e  Company's asset  butld-up a r i s e s  from cont r ibut ions  
made by developers and bul lderr 
c o n s t r u c t l o n  (CIAC) Inc lude cash from connection f e e s ,  t i t l e  t o  
constructed water-sewer l l n e s  and land. Such contributed property t s  
accounted for IS addltlons t o  utility plant  and as an o f f s e t  t o  I t s  rate 
base.  Whfle SSU'r 1985-87 3uslnesr Plan Ind tca ted  t h a t  p a r t  o f  t h e  
Company's business sttrtegy Involved scl l i n g  systems and p l a n t  assets ,  
p t i  marl 1 y to governmen ta 1 ant t t 1 IS, a?  1 top management o f f  1 e I a 1 s 
currently agree t h a t  their goal under Minnesota Power f s  t o  mafnta fn  
acqulred rrrets and grow I n t o  a large watet and seuer uttllty company. 

These contr i  butions-in-ald-of- 

S h e a  a C Q u l d t b n  by Minnesota Power i n  August 1984, r l g n l f l e a n t  
s t e p s  have been taken to acuufre additional water and sewer systems. Of 
the exlsting 41,000 customers as o f  October 1987, over 2 1 , 0 0 0  have been 
acquired slnce August 1984. Also. I n  1985 and 1986, Minnesota Power 
acqu i red  a major Interest In t h e  Oeltona Cotp. and c u r r e n t l y  holds an 
o p t i o n  to a C W f t e  Del tona 's  water and sewer systems i n  Florlda whIch 
serve 73,000 customers. Hinnesota Power has s t a t e d  t h a t  the merger would 
create "Florida's l arges t  privately owned water s u p p l  i e t  as early as 
1988. " 
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Tht s chapter presents an assessment o f  Southern S t a t e s '  
execut ive  management processes and overall organizational structure. 

An overall assessment Of a company's management and organi t a t  I on 
must r e f l e c t  the quality Of I t s  p h n n l g ,  organjr lng,  d i r e c t i n g ,  and 
controlling functtons. for a company to achieve i t s  s ta ted  goals a n d  
o b j e c t l v e s  I n  an e f f f c l e n t  and effectlve manner, these b a s l c  funct ions o f  
management must e x l s t .  Planning forms the b a s t s  for each of t h e  other 
functlons. I t  involves s e t t t n g  goals and ob jec t ives  and developing 
strategles  for achlevlng then. Q r r ~  I s  t h e  process o f  establ lshing 
sound otganlzatton structures and rafatlonshlps. D l r e e t l n q  Involves 
movtng resources toward a goal through effect lve leadetshl p ,  mot iva t lon ,  
and conununlcatlon. The mtroll Inp funet lon ensures t h a t  d l r e c t e d  ac t ion  
I s  cartfed out as planned in order to achleve a d e s l t e d  o b j e c t l v e .  

BArKGRW NO AND PERSPEC TIVE 

Southern States Utllltfes, Inc . ,  (SSU? 1 s  a water and wastewater 
treatment company w l t h  headquarters I n  Apopka, F ? o t l d a .  Founded i n  1961, 
the Company was purchased by U n l v w s a l  Telephone, I n c .  I n  1968, whlch w a s  
subsequently purchase-d I n  1984 by Topeka Group I n c . ,  a wholly-owned 
substdiary of Mlnnasota Powet and Light  (HPLL). E x h l b i t  I shows the  
current  organlratlonal relatlonshtp, as we1 1 as the Interrelated serv ices  ~ 

between each aff l  l l a t a .  Although SSU's management e u r t i n t l y  reports t o  
U n l v e t s a l  Talrphone, Inc . ,  the latter's actual Involvement I n  SSU'r 
decision-maklng process Is only mlnlmal . While the formal organlzatfonal 
chart says one thing, the teallty of the sl tuat lon flnds SSU belng more 
I n v o l v e d  wi th  the  Topeka Group, L e . ,  them I s  an "InformalM structure 
operating hwr.  A s  a r e s u l t ,  steps are now belng taken t o  make SSU a 
direct  subsidiary of the Topeka Group. Minnesota Power & Light  a l so  
acttvely participates wtth Topeka Group I n  s r t t l n g  SSU's dlrect fon,  1 . e . ,  
SSU obtalnr I l m i t e d  f lnanclal  and management serv ices  from both Topeka 
and MPtL. 

I t  should be noted that  SSU has a sister aftlllate whleh also 
reports to thr fopmka Group: Tho Oaltona Cotpotatton. Dutlng 1985 and 
1986, topakr acquitad & lnafot tntrrert t n  Deltona. Oeltona I t  8 land 
developer w l t h  r lgntf icant watmt, s e w  and gas u t l l l t y  ho?dlngs t n  t h e  
Flor lda  matk i t .  SSU conducts no business transactions ul t h  Oeltona. 
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Elrctric Power U t i l i t y  MINNESOTA 

POWER L LIGHT 

nolding C-my For 
HPLL Acquisitions 

I 
Preprrrr s t a t e  and fedrrr l  tax trturnr 
Provides I n t o t n i l  A u d i t  sueport for  ymrr-mi ertemrl i u e i  t t  
and audi t i  of prndi np acqui s i  t 3  ~ n s  
R o e i i w o f  no s i r u i t e t  from ssu 

TOPEKA GAOUP 

I 
Provides m a l  ys i L and r r v i e u  a i s <  I t r n c t  on pendi np 
r c q u i i i  t ions 
Provides technical and finrnc4rl plrnning ass4 rtrner upon 
r r s u r r t  
SSU providrs srnrgment overs ight  o f  rater u t i l i t y  i n  
Carol i n r r  

UNIVERSAL 

TELEPnON€ INC.  

Pravidrs nrnrgrment rmrvicrr I n  fo rn  of  ninlgment-, 
admini rtrrt ivr ,  and l ap i1  r w i e w  
Pvovidrr f i n a n c i a l  stitoment t o v + o r  and overall f i n a n c i a l  
planning 
Receiver no re rv icas  f r m  5% 

SOUTHEltN STATES 

UTILITIES. INC. 

U i te r  and 3-r 
U t i  1 i t y  

VENICE GARDENS 

UTILITY IMC. 

0 
0 
0 
0 

I 
SSU uitfoms a11 admin is t ra t ive  support functions 
VGU h i s  o m  f i r l d  and o f f i c i  rtrtf 
VGU p r o v i d r i  no s e p v i c i s  to SSU 
55U i s  r r rponr ib l r  for  d w e l o p i r  rgrmtmints and c o n s t r u c t i o n  
c o n t r i c  t I 

SOURCE : COMPANY RECORDS 



I n  order t o  g a l n  a bet ter  Perspecttve on the s12e and complex! t y  
o f  the  problems assoelated w f t h  m a g f n g  a firm l i k e  SSuD ue need  to 
understand ?he magnttudc Of i t s  operatlons. E x h i b i t  I 1  ‘shows US the 
geographical d l r p e r s l o n  of t h e h  varled operatfng unl ts whfch are 
primarily controlled -from the  c e n t r a l  o f f i c e  I n  Apopka, F l o r l d a .  The 
Company coordinates a1 1 Plant operatlons , maintenance, and 1 I ne 
connect ions and d l  sconnect lons through t h f  s central  off lce;  t h e  work f s 
car t i ed  out through local off1 C e S  U S h g  maintenance and s e r v i c e  trucks  
which are in contact  with Apopka. While the  m a j o r t t y  o f  t h e  
adminlstrattve, bllllng and c~etical functions are performed a t  the 
Apopka o f f t e e ,  the Company maintains an o f f l c e  I n  Mami ,. w h l c h  handles 
o n l y  a c q u l s l  tions and f inancing.  

The Company’s water and sewer mains are generally jnstalled 
along roads and highways by v h t u e  Of u t l l l t y  easements and aggregate 
about 275 m i l e s  o f  water malns and 120 m l t e s  o f  seuer mains.  They own a 
fleet o f  47 maintenance and service trucks to c a t t y  out their dally 
opera t ions ,  whlch s e r v i c e  apptoxlmately 41,000 customers. 

E x h l b i t  I f 1  provldes us w l t h  a v i e w  o f  top management’s 
o r g a n i z a t i o n a l  relatlonshlps, whlle the charts deptc t tng  the F i e l d  
Operat lons staff  can be found i n  E x h f b l t s  VI11 and I X  fn  the F i e l d  
Operations chapter .  I t  can be noted that the Pres ident  also bears t h e  
responslblltty o f  be lng  the  Chief Operatlng Oftleer. He has been w i t h  
t h e  Company r l n c e  1963 and has worked h t s  way up through the ranks, 
assumlng his  current p o r l t l o n  I n  1984. The founder of  the Company 
currently holds the t l t l e s  o f  W e e  Chalrman of the Board and V f c e  
Presldent o f  Ftnanct and i s  the only member of management operating out 
o f  t h e  M i a m i  O f f l e e .  

I t  1 s  also Important t o  understand that the only other  person on 
a v l c e  p r e s l d e n t l a l  level (8uslness Development) 1 s  a fa i r ly  recent  
addl t l o n  to  the organfzatlon whose appointment was sponsored by Minnesota 
Power and l l g h t  (HPLt) and whose salary Is p a i d  by them. He i s  
essentially t h e r e  t o  learn the water and sewer buslness and help Southern 
S t a t e s  to develop t h e i r  buslness I n  a manner consistent with MPLl’s goa l s .  

W h f l e  S S U  has been a small buslnsrs organizat lon tot some t lme 
now, they st111 have several vesttger o f  a “Horn and Pop” operation. The 
typf ea1 growth pat tern  charactertstlcs arc east l y  recognizable a t  
Southern States. I t s  history as a *Mom and Pop” buslness t s  reflected I n  
the observat lons t h a t  the President Is not a full-tfme admlnfsttator; he 
spends much t ime  In direct operations. He personally knows everyone I n  
the Company; he knows t h r t t  r t tangths,  weaknesses, and ambl t l o n s .  . ~ -  

Employees undrrstand what I s  expected o f  them through example and 
tradt t ion.  Leve ls  of arnagemrnt are 1 tmf ted;  the organtratlonal 
structure t s  slmple. Evetyonr performs multtplr jobs IS nreded, and the 
plans and budgets a t r  Informal, 1 f thry ex1 s t  a t  a1 1 .  

-8- 



I 

-9 -  



Many reSpon$ibllitieS a t e  a t  the p o i n t  o f  needing t o  become 
separate from each other and are on the verge o f  requir ing  addeg 
speciallratlon for those who occupy t h e  positions. Funct ions throughout 
the Company are becomlng more departmental l z e d ,  adding structure t o  t h e  
o t g a n i r a t l o n .  A 1  1 management tasks, b u t  especially those o f  t h e  up;er 
managers, are In t h e  process O f  changing from a hands-on ageroach t o  one 
of guidance and deelslon-maklng. 

The t r a n s i t l o n  from a "Horn and Pop" company t o  a small b u s i n e s s  
1 s  not necessarily a gradual evolution. More often I t  i s  a recognizable 
polnt  at which d e c l s i o m  about growth are forced up0.n management. 
Southern States 1 s exper l  e n d  nq t h t  s "threshold" phenomenon, the point a t  
whlch  change becomes necessary.  The proper management of t h i s  change 
separates CompanlsS whfeh are marginal from those whlch become 
successful. 

I t  1 s  our observat lon and opinion that Southern S t a t e s  has made 
some Important  f t r s t  s t e p s  I n  becoming I successful small b u s l n e s s  
e n t l t y .  They are to be commended for: ( 1 )  the lr  d e c l s i o n  to move t h e i r  
base o f  operatlons from M i a m i  t o  Orlando whfch I s  more centrally located 
I n  t h e l r  o p e r a t j n g  a r m ;  ( 2 )  t h e i r  f o t e s l g h t  In reeogntz lng  the need f o r  
a larger facillty i n  Apopka which would be a b l e  to serve them through 
t h e l r  next surge of expansion: and (31 t h e i r  c lear  understandlng o f  the 
need t o  Install a major upgradlng of t h e l r  EOP capacity to handle 
in format ion  processtng needs resu l t ing  from planned customer growth over 
t h e  next  several years, 

However, It i s  qulte common for any company undergoing r a p i d  
growth and expansion t o  tequl  re extens ive  change. in 1 t s  management 
funct lonlng.  Southern States 1 s  no exception. ~ n l  le management has 
performed well i n  many respects. t h e r e  are still a number of improvement 
opportunities t o  be acted upon. A s  Southern S t a t e s  expands ,  t h e  
management funet lons o f  plannlng, o t g a n l z l n g ,  dlrecttng, and  controlling 
will need to become mte d l f f e r e n t l a t e d ,  formalized, and systematic. 
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I Managers a t  Southern States  frequently a c t  as Indfvlduals rather 

Ignored.  More specifically, the Presfdent has a tendency to  become 
personally Involved In too many operatfonal detafls, rather than 
delegating and telytng OR h i s  mfd-managers. Too many declslons, which 
s h o u l d  be made a t  the mid-management l e v e l ,  are belng made by the  
Prerfdent. Such a process causes unnecessary delays I n  operatfonal 
execution because the President 1 s often engaged In buolnsss a c t t v l t l e s  
othct than the one for whlch a deelsion Is being sought. \ 

Accordlngly, management f s  often Irt a posltfon o f  being reactlve 
t o  t h e  situation a t  hand, rather than dolng adequate advance planning. 
To quote the  term used by m o  lntervlewee,  they are of ten  In a " c t l r l s  
mode" w i t h  no time for plannlng. 

A s g t h e x  .exarnp!u +mid-maagerL have-1  i ttl e bl"- no oppottuni ty  t o  
parttclpaFe In plannjng for thelr areas of. reseonr1bllfty.._they have no 
tnput t o  thr -bGIness plans,- budgett, .QL_ ~ ~ ~ _ a n d _ ' o 6 ~ e i _ t l r r ~ f o r  thelr 
u n r t .  (See re lated Recomendatlon 4 on page 17.)  SLmUarly,. they rack 
the authorf t y  to  makc- some -re1atfvely-_fllnat dectxl-qni,. such as 
expend! tures for purchases qr.rep8lrs Involving very modest sums. Also, 
They do not receive  feedback f n f T i r f 6 F m n a g e f i f m s  on how 
well they are doing so they may gauge thelr success. (See Ffnancial 
Management Reconmendatton 13, page 27 and F I e l d  Operations Rectnmnendatlon 
36, page 56 . )  In s u m a r y ,  they do not  have the opportunfty t o  
part lc lpate  t n  performing many of the functions b a s k  to management. 

A standard or c r i t e r f a  far improvement should be consldered by 
the Company. Horr spectflcally, top management must contlnue to  rnanttor 
thsmSelvi!S t o  assure that they are ad%quately petformtrig the basic 
management funCttOnS of p h n n h g ,  organlzlng, d l r e c t f n g  and control l i n g .  

t 
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Planning should be conducted so t h a t  u n i t  managers are formally 
1 ns tructed to submi t SuggeStbns regard! ng thel r respect! v e  operations. 
Proper organlzation tequlres that each buslness e n t i t y  formulate a 
structure along d l  stlnCt 1 h e s  of author1 t y  and responsl b t  1 I t y .  The 
structure must adequately f m e  t h e  demands o f  the organization and t he  
chai n-of -cmand mu-st be understood, accepted and fol lowed, 

Af ter  t h e  planning and organ iz ing  functions are  I n  p l a c e ,  
d i  rectl  ng m u s t  be addressed. D i r e c t 1  ng requires t h a t  t h e  appropr iate  
responsl b i  11  t y  and the corresponding amount of author1 t y  be del egated t o  
the  unl t manager. Sen1 of management must then provide broad, el  ear-cut 
guidance and d l rcc t fon ,  such as ptovlding adequate polictes and 
procedures. They must a1 SO a1 low mid-management t h e  necessary l a t l tude  
and d i  sere t lon  t o  carry out thei f respect I v e  respons i b i  1 I tl e s  , 

Fl nal ly, fen! of management must engage t n control 1 1 ng 
operatlons, by holdtng mfd-management accountable. Techniques f o r  
control 11 ng 1 ncl Ude check! ng for eompl1 ance w l  t h  company pol 1 c i  es and 
procedures, Wnl t W h q  management reports, and maklng spot checks  a n d  
observations. (See t h e  Flnanclal Management and F l e l d  sect tons o f  t h i  s 
report). 

To sumarlze, t h e  e f fec ts  of not adherlng to t h e  above c r i t e r i a  
are apparent a t  Southern Sta tes .  Managers are uncertain o f  t h e i r  
author1 ty and rerpons1 b f  1 1  ty. Too many minor dec i  slons are referred t o  
higher management. Lines of authority ate not d l s t l n e t  and the 
chain-of-comand I s  of ten  Ignored, Much of management i s  r e a c t i v e  and 
frequently I n  a cr ls ts  mode, devotlng Inadequate t i m e  t o  plannlng. 

I 
1 .(HI n t  M u s t  De veton A H r i t t e n  Dmrt m -1 H iss lon  S t a t e  men t 

W r h  Sne 1 1 s  Out The Resoonslbll itfgs And Author l tv  Oe 1 ewted  TQ 
Epch Hanaa- 

In developing a clear and conetse statement, management must  
assess t h e  ant1 c l  p a t e d  rf sk of delegating terpons! b i  1 t t y  1 n any g1 ven 
area. Sfmllarly, Iranagement must dettrmfne the level o f  accountabl l l t y  
which w i l l  ba taqulred for a task. Furthermore, the statement must make 
apparent a e l  ear chal n-of-command throughout the organ1 zatlon. 
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Management a t  Southern S t a t e s  does p l a n  for  thelr busfness 
future, They have produced a formal wrlttsn Business Plan for 1985-87 
a n d  they have w r l t t e n  a Future OrganfZat Ion Plan - Phase I .  They are  
a l s o  I n  the process of  updat ing t h e i r  Business P l a n  for  the  1988-90 
t i m e - f  rime. 

However, our revlew Of the ir  overall plannfng efforts leads us 
t o  believe t h a t  t h e  level Of e f for t  SO far  p u t  f o r t h  i s  t n s u f f i c l e n t  t o  
provide adequate guidance for a company that I s  on the threshold o f  such 
r a p i d  expanston-an increase from 34,040 customers t o  110,000 p l u s  by 
1990; revenues from 14,000,000 to J44,000,000. 

T h e i r  e n t i r e  p l a n n i n g  effort  centers around only one o f  t h e  
three phases of zt good management planning process: the medlumtange 
phase. A good systematic approach t0 business p lanning should I n c l u d e  a 
long-range (5-10 years) Strategic  view;  a medium-range (2-5 years) 
bustness p l a n  wlth detatled goals and objec t ives ;  and a short-range (1-2 
years) operational or departmental plan  whlch has been sprclflcal ly 
integrated throughout a l l  levels of the business t o  ensure the proper. 
execution o f  the longer range aspects of both the strategic and the 
business plans.  

A t  Southern Sta tes ,  we found only a medfum-range Bus lness  P l a n  
and t h a t  effort does not address some of the v i t a l  b f t s  o f  Information 
requlred t o  ensure t h e  smooth and orderly attalnment o f  the Company's 
goals and o b j e c t i v e s .  The answers t o  the questtons o f  who, what, where. 
when, and how, are srthet answered Inadequately or are not s u f f l c l e n t l y  
c lear  to guide those peopla who have the ptact lca l  tasks o f  utaklng the 

- ----_-- 
This business plan .- a worklng document that  I s  capable of 

p r o v l d l n g  opamttonai wdancr  to  th r  staff and management o t  Southern 
States. I t  i s  a teasonabla stat t lng polnt ,  but t o  emat, an e f f e e t t v e  
tool some mlsslng elemnts need to  be be addressed I n  mre depth. Two o f  
the f l t s t  dmmts that  nerd to be addressed ate  the .rlblU and the 
"what?" The Buslhe~s Plan does not ptovtde a detailed desctlptlon of the 
physical structure o f  the business. I t  dorr glve US an *ovetv3ewU whlch 
h e l p s  us relate t o  the geographle s t z o  and locatfon of the opera t ing  
systems, but  f a l l s  to give us any Idea of what actually const l tutes the 
resources avallablc t o  apply to  at ta ln lng the Company's goals, LSkewlse, 
there I s  no available d e s c t i p t l o n  o f  the kay piople t r s p o n s l l l r  for the 
a p p l l c a t l o n  of t h l s  plan. We know nothtng o f  t h e l r  abllltlts to execute 
the p l a n ,  nor o f  thelr indlvldual respons lb t l l t l es  w t t h l n  the p l a n .  The 
closest t h e  p l a n  corner t o  discussing prrsonnel 1s the forecastlng o f  the  
number o f  bodles required t o  meet certain growth demands. 

-14- 
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N e x t  we f i n d  no real assessment of the Company's strengths and  
weaknesses which would involve d e t a i l e d  m a l y s i s  o f  a t  l east  the  products  - 
and servlces provf&ed, distrfbutlon channels ( i f  applicable), reputation 
and Image Of t h e  Company, Suppliers, product c o s t ,  c a p a c i t i e s  and  
fac i  11 t i e s  ,. and f i  nanc la l  resources. 

In the  area of  marketing analysis, we f l n d  only a brief Ilsting 
o f  p r o s p e c t l v e  acquisition companles and an even br iefer  indication of 
four areas the Company w i l l  evaluate for non-ut i l l ty  expansion. Thew 1 s  
absolutely no Indlcatlon that I E Y  analysl s o? Southern S t a t e s '  u t 1  1 1  ty  
(water- - M W ~ - L * ~  share has been done; h o w e m m a n  does 
15?kate-thatcSWes-d1-l be done on each of the  7our ateas o f  In-? 

a i G T  a dg-ne -1, f f6r-iion-uti 1 I ty -d+varsf f l a t r u n  wCth-addl$Nnal 
warranted tg-lhkstudkr. I n  e i t h e r  case,  (uflT y or non-ut f l l ty )  t h e r e  
~ s - ~ o - ~ ~ c u s s ~ o ~ ,  beyond g e n e r a l l t l e s ,  of acqulsl t lon t a c t i c s ,  c o s t l n g ,  
p r l o r l t l e s ,  reasons for or against  purchase or development. or other  such 
factors.  

tlkewlse, we f I n d  o n l y  a cursory mentfon o f  t h e  Company's m s > ! J t  
external environment I t  1 s v l  ta l  l y  Important that  management , +,t!dl I understands who the comgetltlon Is and how they operate, what makes up 

' i t s  p o t e n t i a l  market, what laws and regulations a f f e c t  t h e i r  
operat!  on$--present and future,  and how changing techno1 ogy can make the 
Company mre eff i c4 ent and productl v e .  The current 8usI nes 5 PI an makes 
no attempt t o  rumarire a l l  t h e  external opportunit les and t h r e a t s t h a t  ! 
may present themselves - fi the process of growing the Company I n t o  the/ ; -  
rn6' 5 .  

+- -- 

'* 

' 

I n  a d d l t l o n  to the preceding d e f l c l e n c l e s ,  there I s  a notable 
lack of  milestone guidelines as to when des l ted  wents  w i l l  take p l a c e ,  
I . e . ,  i t  t r  very hard to be ab le  to masure meaningful progress t e w i t d  
t h e  goals s e t  forth.  Granted, there are some t iming  I n d l e a t l o n s ,  but  
they a t e  mostly i n  terms of years or quarters of years and never approach 
the l e v e l  of taCtfCal or operational plans whfeh can be q u a n t t f l e d  and 
measured. Hhlle there are Income and expense project ions,  they only 
cover the f t r s t  year (19851 of the three-year p l a n  and there ate  no 
cash-f low pro jec t lons .  

F i n a l l y ,  the mst Important element that i s  underplayed I n  the  
current ptannlng process I s  'hw' the Company Intends  to get  from I t s  
present s t a t e  t o  Its newly deflnad future state.  ThIs Y h ~ w U  element 1 s  
the link that lntaqrrtes a l l  the th inking and lnfotlnatlon that goes I n t o  
a business plan. When utllltsd properly, i t  enables the plan t o  become a 
working doeurnant that  helps managers t o  managt the Company on a 
day-to-day basts. Although there i s  some element o f  how the goals w l l l  
be pursued, none of the projects a m  spelled out I n  any Implementing 
dctal l - they address t h e  In tent  of the  project I t se l f  only I n  the most 
genera 1 terms 
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Havtng rrvlewed the Company's efforts a t  addressing t h e  
medlum-range planning phase, we would be remiss I n  our obligations If  we 
falled t o  d l s e u s s  their efforts in the  Other  two phases-strategic and 
o p e t a t l  onal 

Southern Sta ter '  management's approach t o  planning does not  
appear t o  Include a tecognltfon of the ~onrnonly accepted tfrnlng concept 
o f  b u s i n e s s  p?anntng, L e . +  t h e  long, medlum, and Short range phases. 
Consequently, they do not produce a system o f  Integrated plans which 
leads t o  t h e i r  management Style being mfe r e a e t l v e  than proactive. Thls 
I n  turn, leads to the uncettafn allocatton a t  scarce resources or w e n  a 
1 a c t  o f  reseurccs a t  the t i q u i  red tfme. 

Southern States does not have a d r t l n l t t v e  plan that could 
qualify as long-range or strategic.  As prevlously s t a t e d ,  thelr basfc 
e f f o r t  revolver around a medlurrctange outlool. Also, as dtscussed 
prevlously, they do not  prepare annual o p w a t l n g  plans. They rely upon 
the l l m l t e d  dlrectton Implied by their operating and eapt ta t  budgets and 
the President 's  yearly o b j e c t l v e s .  I t  I s  Important t o  realize t h a t  
Southern States'  budgets and Its President's o b j e c t i v e s  are n o t  adequate 
t o  functlon as annual plans because: 

I 

Informatfon contalned I n  them I s  not avallable to everyone 
as a shared goal 

they ate not t f e d  d f r e c t l y  back to the objecttves t n  the 
Businass Plan ,  nor t o  the goals o f  the Company I n  general 

they ate not being used to set  p t i o t i t l e ,  

the process by which they a te  estrbllshed Includes only 
m l  nimal .1 nput from the 1 ndl vl dual department managers + 

! . e . ,  s p e c I f I c  local objecttves are not befng developed by 
the various departmental managers 

the cruet a1 element of management feedback coneernlng 
performance variance f s 1 nsuf f 1 c i  ent . 

I 
f 

I t  !s a ebmwn praetlee for Smaller companies to overlook the 
value of e u m l t t l n p  the and risourcts to the produetton o f  detallrd 
operatlonal planning documents. Many o f  thorn rely solely upon budgets 
and mybr a gmerallzed s e t  of  objectives such as takes place a t  Southern 
S t a t e s  
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2.(H> Souther n S t a t e s  Q f f l e e r s  And Boa t d  Members Should De v e l m  A - ae (StratedC) Plan Prior lo C o m l e t i o n  O f  The 1988-193Q 
Buslness P lan UDdate. 

Thls  p l a n  needs t o  be w r f t t e n  I n  such a manner t h a t  t t  readfly 
brtngs for th  a mental image t h a t  Clearly def tnes  (for the reader) the  
goal t h a t  I s  be ing pursued, * . g o b  when President John F. Kennedy d e f l n e d  
the goal o f  NASA to be--"We w i l l  P l a c e  a man on the surface o f  t h e  w o n  
and teturn h l m  safely to  earth  by the end of t h i s  decade.'' Without t h i s  
type o f  v l s u a l  p k t m  (standard) a g a l n r t  whlch to develop t h e i r  
o b j e c t l v e s  the Company w i l l  have d tendency to waiver I n  t h e i r  resolve 
and corn! tment because the! r focus w l 1 1  change w! t h  t h e  e rpr lc lousness  o f  
d a l l y  o p e r a t l o n s .  

3.  (HI v a n a u n t  s hould UDdate The J r  Current - 8 u s I  n us P l a n  Co rrectjnq 
e , u l e n c  i e s  Noted And Ensutina I t s  Inkarat ion  H l t h  Bot h >  

tea ic  And DePartmental PlansL 

This  p l a n  should be updated annuatly t o  g i v e  a tolling t h r e e  
year outlook and years two and three should r e f l e c t  I S  much detailed d a t a  
as possible. 

4.03) nt Should D e v e l q e  ODe ratto  nal  ? tans For Eac h Depa rtment 
d Ensure T h e l r  Intea r a t l o n  W i t h  The Business P l a n .  

W h l l e  such plans may not  need t o  be greatly detailed, It I s  
necessary t h a t  they be documented and In tegra ted  ui  t h  the  Company's 
larger goals and o b j e c t t v e s .  The personnel i n  each department must g i v e  
otganizod thought as t o  what t h e l r  s p e c i f l c  roles are which w l l l  e n a b l e  
t h e  Company t o  a t ta ln  I ts  goals and object ives.  More speclflcally, 
department managers must not only be allowed, but actually required,  t o  
p a r t i c i p a t e  i n  the plannlng process, a w o c e s s  which Inc ludes both 
f l  n a n d  al (budgets 1 and operatlonal c a t k j o t i  o s .  Whl 1 e budgets  are 
normal l y  documented, the operatlonal plans  are not, and ul t hou t  
documentatlon t h e r e  arc no supportabl e standards and therefore no means 
to measure progress. 

5.(H) fhe   BO^ r d  Of 0 treetars Should Esm l i s h  A P o l l e v  To h 
n l c a t  ton. Coordl nat lo  n .  And C u m i t m e  n t  O f  Rprpurees For 

ch  Phase Of the  Planning Process, 

HI t h o u t  the who1 ehearted support and ac tl ve p a r t l  c l  p a t l o n  o f  t h e  
h i g h e s t  leve!  s of management, Planning cannot be cart !  ed out e f f e c t i v e l y ,  

i 



Southern States has developed only a lfrnited number of polfcies 
and procedures. These are found i n  the bDIovees Handbook I a copy of 
which I s  given t o  each e m ~ ~ o y e e .  W l e  ue commend the Company fo r  
Including pollcies on such toPf C S  I s  open communication, customer 
sa t i  s f a c t i  on, honesty , coopera t Ion and probl em-so 1 v i  ng , these s tatements 
of pol fcy primarily address expected general conduct and reqvfred 
personnel or  paperwork mutlnes The procedures t h a t  have been 
developed so f a t  are Hmlted mfnly to the customer tervfce and water 
meter areas o f  operatfon, 

Although the Company has recognfxod the need for  polfcles and 
procedures and Implemented those mentfoned above, thelt efforts remln 
nhnimal and fneamplete. Management has not addressed polfcles and 
pr'aTe$u'+es In a sysfDmatlc manner, but created them Individually as the 
need a r ~ s e .  

Polfcler and procedures are both fundamental means by whlch 
managers can direct  and control functions wi th in  thelr enterprise .  
Although each serves a d i f f e r e n t  functlon, they are related f n  the ir  
purpose of comuntcating management's expeetatlons to  employees, 
Paltcfes should state t b r  general I n t e n t  of manageasnt, and gulbe 
employees tn  thelr dacfrlon-making. They should act as slgnposts or 
limits w i t h i n  whfch managers may operate. A welt destgned system of 
polleles should therofote ptovlde a hferarehy of guides tu managerial 
t h l  nkl  np throughout thr Company. A t  the upper-1 eve1 , the statements tend 
t o  be broad based,. whflr further in to  a Company's subsystems, polfcies 
normally address mre s p e c l f l c  a c t l v l t l e s .  

Procedures, on the other hand,  at@ the mthodt usrd to Instruct 
employees I n  how to  carty out speclftc a c t i v i t i e s  whlch conform t o  the 
prevlousty prescribed polfcllor, L e . ,  they ref lect  declslons already made 
and stanaatdlzed. For a1 1 l eve l s  o f  management, procedures should 
specify,  !n advance, areas of latftude and dlscretfon. They should 
r e f n f o r c e  eompany-wfde performance targets by spec l fy tng  the most  
e f f i c i e n t  work methods. They can also serve as a quallty control In 
that, f f  procedures ate followed, employees should perform to a speciffed 
level or  produce a speclf ied result. 

From a general management perspect ive,  the e f f e c t  of an 
fnadequate system o f  policlrr and procedures f s  a degtadatlon of  the 
Important arnrqmant functlont of df rcctfon and control. By transforming 
Company goal I and objectives Into rpeci ?i e pol 1 cl es and procedures. 
management can focus Company ef for ts  on priotf  t y  areas,  e m u n l c a t e  these 
t o  employees, and direct that  tasks be performed using the most e f f f c f e n t  
method. Hanagement can then evaluate performance against standards and 
correct any devfat lons.  



The e f f e c t  on employees Is to deprive them o f  wr i t ten  guidance 
and consistent d i rect ion.  TIIIS 1s a p a r t i c u l a r l y  cr i t t er1  factor because 
t h e  Company's f l e l d  employees are geographleal l y  dlspersed and operate  
with minlmum rupervlsion-a CondWon w h f c h  may escalate as the Company 
acquires  new systems, 

In addlt ton t o  a . . .  l ack  . of Company-wide focus,  t h e  v a r i o u s  
departments and functlons w l t h l n  the Company do 
applicable polletes or procedures. The need for 
procedures at the operating level i s  addressed 
sections of t h i s  report: 

not have spec1 f i cal l y  
s p e c l f l e  pol ic ies  and 
under the Indivfdual 

o 
o Fleld Operations. page 45 

o Customer S e r v i c e s ,  page 61 

Q Personnel, page 67 

o 

F l  nanc t a1 Hanagemen t , page , 2 5  

Electronfc Data Processing, page 77 

o Purchasing and Inventory Control, page 92 

o fransportatl on Management, page 97 

/ 
n t  Should-lnt A m i t t e e  To Oversee The Oey elPnment 

1 .m nd D c u m t a l  Goals And O u e t i v P s .  And 1 0  Set A 
b l e  For Thefr C-Q~. 

Df A m e  Camalefe Set  Of Polictes And P tocedutes  ADD^ 

In the p m e s  s of w c u t  1 ng an aggres s 1 ve acqul s 1 t 1 on program, 
Southern Statas 1s carrying out a long-range goal of Mlnnesota Power. 
Houevef, the process by which this goal t i  br ing putsuid does not g i v e  

! I  due consldetatlon to the effect upon Southern States'  resource base which 
must bear the brunt of the Increased workload. 

Whllr a good return on equlty 1 s  a conmendable goat to pursue, 
i t  must ba tmpered w i t h  the long-term need for a hralthy and stable 
organiratlon whleh i s  capable of continuing opetatlons at an acceptable  
level. Southmrn States '  acqulsltlon prograin has been putruad to t h i s  

:I point  a t  such an accelerated pace that  the Company's underlylng resource 
ill base shows slgns o f  admtnlstratlve and opcratfonal st ra ln .  
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Probl ems a r i s e  mafnly from the demands t h a t  the acqul s i  t l o n  
program places upon S U ' S  regular operating rout lnes.  These demands 
d i v e r t  an e x c e s s h e  amount of time from SSU's  normal management 
functlons. €ach acpufrltfon, whether for 50 or 1,OOO new customers, 
requf res ap~roximately the fama number of admtnf r t t a t i v c  tasks.  Though 
the staff has been expanded somewhat, 1 t 1 s not  enough, The Company now 
has mote dlfffculty absorbing t h e  marginal Increase tn  workload t h a t  each 
new a c q u i s t t i o n  entails. The situation l s  especially cr i t f ca l  i n  f l e l d  
operations bacause rupervlsoty Positions have not been f i l l e d ,  l e a v i n g  
the General Manager overburdened wfth both acquis i t fon detallr as well as 
h l s  everyday opera t iona l  dut ies  (See page 51 I n  the Flold Operatfons 
Chapter) .  

,sLV 
f/ 

Admlnistratfvely and operat ional ly ,  SSU needs more personnel , 
equlpment, and materlalr t o  make asslmllatlon of I t s  acpuisi t lons 
eas i er .  Also, Company personnel need mre t lme to share the lolessons 
learned" so as to  assure that any mistakes wil l  not be repeated. For 
example, the t r a n s t t i o n  o f  one recent ly  acquired large operation was not  
carried out as smoothly as I t  could have been because SSU was unable to 
d e v o t e  enough t tme t o  t h e  p lanning and coordination of the  pro jec t .  A s  a 
r e s u l t ,  some problems occurred due t o  a lack of adequate comuntcatlons 
w l t h  the new customers. They were not clearly informed about changes in . 
the utilitles ownershlp, bllllng p r a c t f c e s ,  and o f f i c e  locatfons, There 
was also Inadequate guidance and tratning o f  the newly acquired 
employees. A d m i n l s t r a t t v e  t h e  f s  e v m  mfe c t l t l c a l  now, because SSU 
has raecnt ly  become Involved I n  the management o f  a large operatjon 
located out-of-state. 

Another element of the problem appears t o  be dlmlnished capacl t y  
, I t o  fdnd for the rddttlonal personnel, equipment, and materials. Whether 

the lack o f  Investment I n  the resource base I s  a t t r l b u t a b l e  t o  
lnsuf f fc ient  funds or t o  a eonsctour decfston by management tha t  they can 
do t h e  j o b  w l t b  present resources, thr rrsult t s  an Impairment o f  
admfnf s t r a t l v e  and opetat lor ia l  effectlvrness and efficiency, as  vel 1 as 
an economic detriment to thr long-term growth befng sought. 

7 .  (HI t Should Formal IY Reevaluate I t s  Cur r e n t  A u t l o n  Of 
urces In V l e w  Of The Wf llctlna Goals Of I ts  Araulstt l oq 

Proaram And fh. UY O f  Its Current m r a t t o n s .  

--. -- ~ 

.. 
Goals can br aceompHshed only wl th  proper and adequate 1 

resources: petsonnet, mwy tlme, matirl at 5 ,  eput prnent , and know-how, \ 

Management wst be wllllng to conrnlt resources of the tequtrad quality 1 

and quantlty I f  SSU 1 s  t o  meet I t s  long-term organfzatlonal needs. 

To be most  e f fec t tve ,  the evaluat1on.called for here should be 
formalized t o  the  pofnt  o f  producing a document which deflnes the va t lous  
fesoutces requlred t o  support the  desfred rat@ and type o f  growth. The 
process should also fnvo lve  a r e v l e w  and sign-off by the Board o f  
01 rectors.  

- 
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mt rot Ove r The Hanaaeme n t  Process Is Un necessa t l l v  Weakened By  Lac k O f  
An I n t e  rnal Audi t  Revie w Process, 

While t h e  Company's Prssfdent has rocognlzed t h e  need for an 
Internal a u d l t  r e v i e w  Pfocefs ,  he has  n o t  yet e s t a b l l s h e d  a formal 
comm!tment t o  an audi t  Program. The Company has no Internal A u d i t  
department. which 1s not UMOmmOn for a firm I t s  s i z e .  However,  they do 
have access to t h e  internal a u d i t t n g  group from Mlnnesota Power and 
L l g h t .  A l s o .  outslde audltors could b% hired a temporary bas is  for 
one-time speciallred revlews, If required. 

Internal audftlng 1s a major control functlon whleh s e r v e s  t o  
evaluate a1 1 other management controls ( a d m i n i s t r a t i v e  and account ing)  
throughout a company. I t  +s a functjon which also provldes o v e t s l g h t  for 
a l l  operat lons being conducted, l . e . ,  the eyes and eats of  management 
when the firm has grown too large for management's pettonal observatjon 
o f  a l l  functfons. Hith growth comes the need to develop an Internal 
a u d f t  capablllty. The r a p i d  growth and expansion o f  Southern S t a t e s  and 
the commensurate expansion of the President I s d u t l e s  make personal 
observation a control process which i s  no longer adequate. 

8 . (H)  Management (SlJ t ?  r h  
-ent Process 0v OeveloDi na An Art! ve I n t e t n a  1 R e v l e  W 
Ptoatam. 

This piogtam should be in place and functlonlng by the l a s t  
quarter o f  1988. One of the f l T S t  p t t o r i t l e s  of t h i s  program should be 
t o  foeus on the system and programing controls uf the newly installed 
computet system. W u  m y  of the Company's c t i t l c a l  functfons are 
being automated, there Is a need to fnsta l l  a whole new s e t  o f  management 
and system controls t o  ensure proper safeguatdhg of the data-base assets .  

Whi I C  t h l r  program may originally Involve outs ide  audftors, t t  
should have as I t s  ultimate goal the establishment of an in ternal  audl t 
function wi t h I  n the Company. 

T ~ P  E x e c u t h e  M m g e w n t  FunctlQas Are Unnecessat t l v  SeDpated BY tSU'r 
ainta lnfna A Second Q f f i e a  I n  Mami 

Ufml v i s  the s i t e  o f  Southern States'  main of f l ce  u n t i l  1983 
when i t  war mwd t o  Orlando to be #re centrally accesrlblc to  the 
s e r v l e e  ator. However, t h e  founder and former P r e r f d e n t  of the Company 
s t i l l  maintalnr h l s  o f f l e e  I n  M l a m i .  He c a t t l e $  out  h l s  dut les  under h i s  
p t e m t  t i t l e s  of  Wce-Chatrwn of the bard and V f c c  President-flnance 
from tha t  locatlon, aided by a s ta f f  of thrre part - t lmc employees who 
provide e l e t l c a l  support. 
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The Vlce President-Fhance states t h a t  both h f s  knowledge of and 
h l  story w l  t h  Mlaml banklng i n S t f  tutfonS have been extremely advantageous 
t o  Southern States i n  obtatnfng (See pages 39 
and 46 of  the Cash Hanagement sectfon for a mre deta f led  d i s c u s s i o n  o f  
t h e  bortowlng terms negotlated by SSU I n  1966.1 He bel  i e v e s  th t  s type o f  
relationship 1 s  unaval l ab le  I n  other locattons, Inc luding Orlandu. While 
we agree t h a t  Southern S t a t e s  should obtaln the most favorable bank rates  
available, Interviews w l  t h  other Company managers Indicate t h a t  favorable 
rates  may be duplicated outs lde  of Hlaml.  Untfl recently, however, 
Company management has made unly a Ilmited effort  t o  establish 
relationships w i t h  banks i n  the Orlando area. 

favorable Ioan rates. 

The head of the H l a m f  o f f l c e  estfmates average monthly expenses 
t o  be:  

Rmt/Power S 864 / 

Te 1 cphone 

Sa lar les /Benef l  t s  $7,705 .' 

I t  should b e  noted that rxprares for travel  and postage and other o r f l e e  
overhead a m  not ref lected  I n  thfs  estimate. 

He recognize t h a t  the  f l n a n c i a l  savlngs from closing the  Mami 
o f f i c e  would not be enurmus since a t  least ,  the  V i c e  President-Ffnance's 
salary,  would s t l l l  be an expense. Our primary concern 1 s  that the major 
management functions should be consolidated. Exrcut lve management 
functions need t o  be readlly accessible t o  each other, particularly i n  
this  c r i t i c a l  growth petlod when C O Q t d i W t f O n  wi th in  the Company f s  so 
Important . 
9. (L )  tn S t a t e s  Should DeveloP A T h e  - f a b l P  t o  P has e-Ou t Thg 

Mfaml 0 f f f c e  A nd Hove A l l  Needed Set v i c e s  To APonka. 

Southern S t a t e s  needs t o  consol I date and s t ream1 1 ne i t s 
f f n a n c l a l  management functlont. Thls can bo accomplfshed gradually by 
t tanster r lng  functfcrns to the maln offlcr! as apptoprlate.  A the-table  
should ensure a r m t h  t ransl t lon.  

1 

I 
I 

1 
I 
I 

SSU should also begln t o  develop contacts w l t h  f lnanc ia i  
f n s t i t u t l m s  jn  the Orlando area, in .an e f for t  t o  obtafn favofaabld Ioan 
rates.  Such actlbn i s  an laportant f i r s t  step toward dupllcattng the 
relationships which have bren establtshed wlth  Mfamf flnanclal 
1 ns t  1 t u t l  on$, 
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Dut lng  the eva luat ion  of a system for  p o t e n t i a l  atqulsitfon, 
Southern S t a t e s  must  look carefully for hldden defec ts  whlch need t o  be  
considered I n  the o f f r t lng  p t k t .  A defect may m a n i f e s t  I t se l f  IS 1 
problem w i t h  the f a t l l l t l @ S ,  I need for p l a n t  erpansfon, an inaccurate 
est imate  o f  rate base, a C O n t i n g m t  I h b l l l t y ,  or other such diff!culty. 
I n  e a r l l e r  years, mre of the systems acquired uere t n  poor o p e r a t l n g  
condit lon and mre 1lkely t o  Conti in a h l d d e n  defec t . .  However, a s  
recently as 1905, SSU acquired a group Of S y t t m  t h a t  produced several 
hidden defec ts  whlch were substantla1 Consaquently, an unantjclpated 
expend! turc of several hundred thousand dollars vas teqol red t o  correc: 
the defec ts .  Thl s SI turtton must be rvolded In-future rcqul s l t i o n s .  

H h i l e  the Company has Improved Its general procedures for  t h e  
acqulsttlon process, Ine lud lng  the  dcvclopmmt of "check I l s t s , "  and 
accounting and englneoting a u d i t s  for majot acqulsltlons, they s t i l l  l a c k  
a formal program for comparing the  actual costs Incurred w i t h  t h e  c o s t s  
a n t i c l p a t e d  a t  the t i m e  of purchase. Such a cost analysis program w l t l  
highlight wraknessrs I n  the process and thereby p r o t e c t  t h e  Company and 
ratepayers. 

Each public utlllty i s  obligated t o  carefully e v a l u a t e  a 
potenttal rcqu ls l t lon  t o  assufh that i t  w i l l  not be a detr iment t o  the 
arclr t lng ratepayers. S t m I  l a r l y ,  the aequlrcd customers should b e n e f l t  
from b t l n g  putchawd,  often by r e c e i v l n p  Irnpro #ed or mrt rellable 
s e t v l c e .  Finally, the U t f l f t Y  as In h V i f t O f ,  must avotd making an 
Imprudent Investment which might be dI sal lowed for ratemakfng purposes. 

A t  the same t lme,  management must also  avo ld  spending a 
dlsptoportlonate amount of e f f o r t  or funds whfle rev iewing and a u d I t l n g  a 
potential purchase* Having made the acqulsitionD there  m u s t  be an a f t e r  
the f a c t  mrarurcrnent uf whether a l l  I s  ptoceedlng as planned. That 
should always Include I ComparfSon of t h e  actual cost Incurred for a 
facIlity versus the antlclpated c o s t s .  Thfs a s s i s t s  management i n  
t e f l n i n g  t h e  requlsttlon process. 

10. ( H I  tlm Proura m So That The 
m A  red Hou Id 8e Comm reQ 

Ja Thr W a t n a l  A n t l r I D a t t d  b t s .  

T h l s  u l l l  provjde a formal eomparlson o f  managemant a c t i o n s  
versus t h e t t  plans. 
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The t x l s t i n g  Check 1 j S t s  W u i r e  t h a t  the USQi'S possess an 
e x t e n s i v e  know1 edge of tach step i temlted, whereas the proposed w t l  t t e n  
procedures should assume t h a t  the users h a w  a very l t m t t e d  knowledge. 
It i s  also ersentlrl that  Some PrOvfSfon be made t o  ensure tha t  t h e  
procedures are p e t f o d l c a l  ly updated t o  ref lect  tho lessons learned from 
each new a c q u i s i t f o n .  

This w l l l  asslst management to I d e n t i f y  speclffe areas f o r  
further tmptovement. 

t 

i 
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JV.  F INANCIAL M A N A W  

DVERV I FW 

T h j s  chapter covers the three major functions I n c l u d e d  under t h e  
broad scope of  F1 n a n d  a1 Management : Budget1 ng . Account t ng , and Cash 
Management. The e f f k i e n c y  and e f f r c t l v e n t s s  w l  t h  whlch these funct ions a r e  
carried out i s  s i g n i f i c a n t  to  the  direction and progress of-any company. 

The flrst section of t h e  chapter focuses on the Budgeting f u n c t i o n .  
A primary b e n e f l t  of budgeting I s  t h a t  i t  helps I company achieve b e t t e r  
plannlng o f  I t s  current and future operations. A budget that  t s  proper ly  
developed provides an opportunt ty for indlvldual managers t o  evaluate and 
control the operatlons for which they are responslble,  and then t o  develop 
p l a n s  for improvlng the operational tesul t s .  

The socond sect ion of the chapter focuser on the Account ing 
functton.  Aecountlng Information l s  one o f  management's nost useful tools for  
e f f e c t i v e l y  w a l u a t l n g  company operatlons and ptovldlng guidance . in 
deelslon-maktng. ffnanclal records and the sources o f  documentation 
supporting these records m u s t  be properly admln ls te tsd ,  m a l n t a i n e d ,  and 
controlled. fop management's reliance on an r f f l c l e n t  and effective 
accounting system r lgn l f lcant ly  Increases as the business grows and becomes 
more complex. 

The f t n a l  section f O C u s t S  on the C: ;h Management functfon. A sound 
cash management program I s  deslgned to control the f low o f  cash r e c e l p t s  and 
cash dt  sbutsements. Cash management rctlvl t l e s  a t e  dtrected a t  I n c r e a s t n g  t h e  
availability of c a s h ,  regularlztng cash f l o w s  to minlmlze  the need f o ~  outs ide  
borrowings. and I n v e s t l n g  surplus cash t o  maxtmlze supplementary earni nqs. 
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BACKGROUND AND PERSPECTIVE 

Southern States I projee ted opera t l  ng revenues f o r  1987 are 
f7,248,OOO, whl1 e the!  f projected opera t ing  expenses total $4,879,000. A S  of 
December 3 1 ,  1986, the  Company's assets totaled approxfmately $35,000,000. 

The Comptrol ler  and t h e  General Manager are rcsponsIble for 
develop{  ng the Company' 5 annual o p e t a t l n g  and c a p i t a l  budgets. Both posi t m s  
-eport d irec t ly  t o  the President,  as illustrated In Exhiblt 111 on page 10. 
The Compttol ler a s s e s s e s  the budgetary needs of each department on an ongoing, 
informal bas1 s, through the weekly manager's meetlngs. The General Manager 
has the responslbl ltty of determining the budgetary needs for F i e l d  Operations 
and submlttlng this information to the Comptroller. Based on each 
department's needs and the President's o b j e c t i v e s ,  t h e  Comptroller t h e n  
develops I proposed Company budget.  f h l s  proposed budget I s  first submitted 
t o  the  Pres ident  for h l s  revtew and approval, and then t o  t h e  management of 
Minnesota Power, Southern S t a t e s '  parent company, for t h e i r  approval. 

A formal budget uaf flrst utillred by Southern States dur ing  t h e  
early  1980's and the process has been further refined stnce  then. A t  p resent ,  
the process t r  still manual, although I t  1 s  anticipated that i t  VI?? be 
computerlzcd during 1988. Company management expects that computer l ta t lon  
w i  1 1  exped! t e  the budget prepara t lon  process, particularly a f t e r  several years 
o f  h l  storlcal data have been compf led, 

1 HI comnend Southern Sta tes  for the reflnemrnts they have made t n  t h e  
budgetlng process during the early 1980's.  Along wi th  these accomplishments I 
however, are several opportunit ies t o  further Improve the process. 
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FIN DINGS AND RECdM H END AT IONS 

A bas ic  element O f  f l n a n c f a l  control Is budgetary control. A t  
present ,  Southern Sta tes  only prepares an operating budget for t h e  entire 
Company; t h e r e  f s  no detail by system or by funettonal department. 
Consequently, management 1 s  unable t o  evaluate each system's actual v e r s u s  
budgeted expenses furtlIemrr, they w e  unable to track expend1 tures  for 
Indlvldual projects or t o  determifie what has been aceompllshd toward each. 
The same s l t u a t l o n  e x i s t s  w i t h  t h a  capltal budget. 

Southern States recently purchased a computet system whf ch Company 
management states has the capablllty to furnish budget data by system and 
funetfona? area. The benefl t s  of t h t s  f lnancial  data-as a cont ro l  rnechanlsm 
and for the value of the feedback i t  furnishes-must be recognized.  
Otherwl se, management cannot a n t i  c l  pate expenses , assess the p o i n t  at whi ch 
the Company will be a t  risk,-determine t h e  need f o r  expendi tures,  ar o b t a i n  
many other pieces of lnfotwtlon needed for e o s t l b e n e f f t  analyses and 
dectslon-mbklng. Once the  computer system I s  fully operational , management 
must ensure that  a11 managerial personnel are t r a i n e d  In budget p r e p a r a t i o n  
and anal ys I s . 

Budget -reports should be d i s t r l  buted t o  a1 1 Company managers on 
at least a quarterly bas!$. Such I reportlng system dl1 help 
managers g a l  n bettor understandl ng and cont ro l  o f  o p e r a t l  ng 
expendl tures 

I n  conductfng the t r a l n i n g ,  the  Company has t h e  o p t l o n  o f  
u t i  1 Ir ing  In-house personnel w l  t h  cwpett lse I n  budget preparat ion or 
retalning the se tv lces  of a budget specfalist from Minnesota Power. 
Such t r a l n i n g  will prov ide  managers with a b e t t e r  understanding o f  . 
budget preparation, so as to maximize their Input i n t o  thls process. 

Comletlon Of The w a e t  Has Not Been Timely, 

Company management bas not estab l ished  adequate t lme deadllnes i n  i ts 
budget development and approval process. The P r e s i d e n t ' s  goal I s  t o  begin t h e  
process I n  August of each year. However. preparation of the 1987 budget d l d  
not begin until November 1986, due prfmarily to confltcting demands on the 
Comptroller's t lme .  Consequently,  t h e  budget vas not  completed i n  a timely 
manner. 
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The budget preparatlon process should be planned so that both the 
Ptesldont and MI nnesata Power management have adequate t ime t o  revtew and 
assess I t s  components prior t o  the beglnnlnq of the budget year, Wfthout such 
p 1 ann! ng , budget deve 1 opmen t and approva 1 may recel  ve 1 es s emphas I s than 
t e q u t  red.  

The General Managet and t h e  Comptroller should be h e l d  t o  s p e e l f l c  
deadlines f o r  completing the budget and submdttlng I t  t o  the Prestdent. These 
deadlfnes w i l l  enable the President  t o  amend and approve the  budget prtor t o  
t h e  beginning o f  the budgeted year,  

Jnformatlon tontalned In The Cam W t N o t A d e n u a t e l v  Documented. 

According t o  t h e  Camptrol l e r ,  a1 1 known factors related t o  estimated 
budget expenditures are I d e n t t f i e d  as part of the budget development process. 
for example, t h e  Comptroller may contac t  a chemical company vendor t o  
determine how much the cost  o f  chemical suppl ies  has Increased from t h e  
ptevtous year and then Incorporate t h \  s information I n t o  the p r o p o s e d  Company 
budget. However, there  1 s  minlmal wri t ten documentation which supports t h e s e  
budget expend!  tures. 

Adequate wrl tten documentatlon 1 f needed t o  j u s t 1  fy budget 
expendt tures .  A lack of such justfficatlon makes I t  d l f f l c u l t  for the Company 
Ptesfdent  and Minnesota Powrt managers t o  analyze whether the rxpendi tures are 
necessary, real i r t l  c ,  and consistent  w l  t h  Company o b j e c t l v e s .  Furthermore, i t  
becomes mre d l  f f l c u l  t t o  make dec i  s l o n s  regardtng Inter-department resource 
a1 locat lon.  

-1 

16.(H) n e  (=Mnatrol l e t  Should Pro v i d e  H t l  t t e n  D o c w t l o n  To SUPPO r t  A I  1 - 
When es t tmted  expendl tures are adequatrly documented, management can 

r e v t e w  and analyze the proposed budget mtO e f f f c i c n t l y .  Also, vatlances . 
between budqttrd and actual rxprndlturos can be accounted tor I n  a mote 
e f f l c l e n t  mnnet. 
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A t  present, -there are no Prescd bed 1 eve1 s a t  which varj  ances between 
budgeted and actual expend1 tures  are analyzed. The Comptroller sta ted  that a n  
e f f o r t  I s  made t o  analyze actual 1KPendItures which are apptoxlmately three 
percent above or below budgeted expendl tures. However, when there are 
confltcting demands on the Comptrolhr's time, var iance  analysis becomes a low 
pr ior1  ty. a c t f v i  ty. The new COmPUter  system, which should be f u l l y  operational 
by early 1988, I s  expected t o  a s s f s t  i n  t h e  analysis o f  variances. 

Vatlances art often due t o  such c t f t l c a ?  factors as lack of proper 
supotvfslan, Ineff lCk+nCy of Operation$, or a change I n  condltlons which 
1 nval Idates the budget. Budget pol 1 cy should therefore rtqut re an t x p l  a n a t i  on 
when retual rxpendltutes dev la te  by a stated percentage from budgeted 
expendl tures.  HI thout such a rrqul rement, 1 t 1 I ' U i  f f t c u l  t for top management 
t o  maintaln proper control of operating expend! tures. 

17. (MI any Pollev Wou I d  Be Dcvelpped Whlch Estgblishes P res crtbed 

Such I pol 1 cy w i  1 1 he1 p management 911 n better understandl ng and 
control o f  operating expendl t u r e s .  

e W a n v  bars Not Pwform RevPnur And Gal lonape B i t  l i n a  Coma r lsons  For 
h Individual System 70 Assure Than A l l  Revenue Has Been Bllled, 

The Accounting Oepartment 1 s responsfble for maintaining adequate 
controls so as to  ensure that  a l l  revenues ate properly bllled and recorded. 
Accord1 ngly, the  Company prrrrntly prepares year-to-date revenue eornpari sons 
on a ncompany-wlde" or aggregate b a s i s .  However, such compatfsons are not 
s u f f k l e n t  to Identlfy misted  or incorrect b t l  l ings for t h e  following 
reasons: ( 1 )  the Company i s  raptdly addlng new systems; (2)  e x i s t t n g  systems 
are expetfencing growth; and ( 3 )  the b l 1 1  I n g  cycles for an area may be e l  ther 
monthly, bl-nonthly, or quarterly. 

I t  1 s  hpor tant  tha t  the Company rnalysfs be made a t  a level o f  
d e t a i  1 S u f f l C I m t  to  ensure detect ion of s f g n l f l c a n t  revenue dtvfattons uf th fn  
each water or sewer system. Fa4 l u t e  to provide such controls may result f n  an 
entlre system or port ion of a system being unbilled or undetbilled. 
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1 8 . ( H )  The CO rnnanv Should Perform Revenue And Gal lonaae Co rnnarlsans For 
<vs  tern. Year-To-Date Hi t h  fhm Prior Year. 

i 

Such comparisons may be performed I n  various fotmats, but  must b e  
suffjclently detailed so as t o  reveal irregularities which the Company 
b e l  l e v e r  to be material. I \  I 

r n O U N O  AND PERCPECTIVE I 
1 Southern S t a t e s ‘  ?Inanrial repottlng a c t l v l  t l e s  are  performed w \  t h l n  

the Accountlng Department. The department is headed by a Comptroller. The 
s t a f f  also Includes an Assistant Comptrol l e t  and two Accounting Clerks. as 
i 11 ustrated by Exht-bt t IV. 

The Comptroller 1 s  responsfble for maintatnlng a1 1 accountlng records 
needed t o  prepare and analyze monthly financial statements, as well as for 
submi t t f n g  var tous reports and data  requests t o  governmental agencies.  The 
Asslrtant Compttol l e t  I s  tesponstble for mahtaln lng the necessary records for 
cash f low,  teconcl ling a l l  bank statements, pteparlng the Public Servlce 
C o m l  s s 1 on s Annua 1 Report , and perform1 ng other accoun t l  ng funct t ons as 
needed The two Account f ng Cl erks perform genera 1 account1 ng du t i es , as 
asslgned by the A s s i s t a n t  Comptroller. 

I t  should be noted t h a t  t h e  posit ion o f  Comptroller vas h e l d  by two 
employees durlng t h e  course of t h f s  a u d i t ,  The f t r s t  Comptroller h e l d  the 
p o r i t l o n  throughout most of the audit’s rev iew and analysis phase. The 
majority o f  interviews whlch covered accounting and budgeting a c t l v i  t i e s  were 
conducted wi th  thls employre. Therefore, unless othetwlse indlcated, our 
report addresses these a c t l v l t i e s  as they were performed by t h e  flrst 
Comptrol 1 er.  
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Comirsian Order 17043, d a t e d  December 3 1 ,  1986 (Docket NO. 
860325-WS?, S t a t e s  " . . . t h e  utiltty does not  use a work order and property 
record system for accounting for utlllty plant-in-servfce. The utility's 
current system h p l e m e n t s  a p lant  a c t l v f t y  ledger  wtrlch r e f l e c t s  a l l  d l r e c t  
materlal and labor charges by H A R K  account, by system. .. .'I Whtle no s p e c i f i c  
date for  complet ion has been established, the Commission's f f n a l  ordering 
paragraph reads," ... OROERED t h a t  the utility s h a l l  Imptement a work order a n d  
property recard system as s e t  out I n  the body of t h i s  order," 1 

A " w r k  order system" ptovides for a proper recording o f  a l l  
pert fnent  data for each project .  T h i s  tncludes a job descrlptton, a l l  costs 
for  each project, i d e n t i f f c a t i o n  of those costs, p l a n t  Items t o  be rettred and 
othet data*  A "property record system" establtshes an account far each 
c l a s r l f l c a t i o n  of plant  or equlpment. ft permits the i t e m i z a t i o n  o f  a s s e t s  
for f l e l d  v e r l  f i c a t i o n ,  the  i d e n t l  f t c a t l o n  and c o s t  o f  I terns be ing  ret1 r e d ,  
and 1 n format lm for deprec ia t lon  and other purposes. Such Company 1 nformat lon 
has not been readily avaf lable  In a usable format. Thls bas caused 
Inconvenlences t o  both Company and regulatory personnel, as well as Inaccurate 
records, part!cularty ui t h  reference t o  the consistent recordlng o f  the  
ret1 tement of plant assets.  

As part a f  the Company's present converston o f  accounting records to 
a new computer software package, a wotk order and a property record system 
w i l l  be implemented to  If trrface w l t h  other accounting appltcatlons. The 
Company has projected that  lmplementatfon of the  computerized work order 
system w i l l  be completed by the end o f  1987. They antlclpate fmplementation 
of the property record system t o  be completed by August 1989. 

19. ( H I  Jhe C o m w  Shou Id Continue I mat ement Ino A CmuterIfed Wo rk Order 
nd P t a D r t v  Record Svstem. Xn ComDljance H I t h  Commfsslon Or& 

j H  I T n f  i t h  O t  h e r  
AccountlnQ Aaal lcat lons.  

The Management Studles staf? conslders there projects to be o? a h l g h  
priori ty .  Therefore, we urge thr Company to  cbmpl e t e  them by thr end o f  1988. 

1 Such a teqvtrmrnt  I s  alto mandated by the W C  U n l f o m  Svstem O f  
t s  For Class M A "  Hate U t  Illtles (19842, 

1 

I 

I 

I 

' I  
I 
t 

I 
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The H n n t o  F l n a n e l a l  Remrtr Have Not Been Camp leted 0 n A T l m e l v  Bas 1 f, 

The Comptroller i s  responslble for developlng monthly financial 
reports. These reports C O n S l S t  of an tncome statement, a balance s h e e t ,  and 
o t h e r  d e t a l  1 ed f l  nancl a1 1 nformatl on. 

The Comptroller's goal i s  t o  complete each month's flrianctal report  
by the tenth uorklng day of the following month. During the p e r f o d  o f  our 
a u d f t  f f e l d  work, however, the mnth?y f lnancial  reports were not comple ted  on 
a tlmely b a s l s .  For example, the monthly report f o r  March 1987 was n o t  
completed u n t l l  June 1987. Thls rather lengthy span between t h e  end o f  a 
month and the  closing of the fln&nCl&l books I s  due, t o  a large e x t e n t ,  t o  a 
lack of e l e c t t o n l c  data process!ng support. This s i tuat ion i s  expected t o  be 
remedied during 1988 wi th  t h e  I n S t a l h t l O n  and opeta t lon  of the new computer 
system. 

Tlmely f l n a n c l a l  Informatton 1 s  essent ia l  to top management i n  
assessing the Company's f l n a n c i a l  condftion, as well as I n  analyzing v a t l a n c e s  
between actual and budgeted net  Income. (See Recommendatlon 18 on page 291. 
It i s  a l so  necessary I n  fotecastlng t h e  Company's short-term cash needs a n d  
surpluses. 

Ttmely f tnancial  reports w l l l  allow top management t o  more adequately 
assess t h e  Cmpany's o v e r a l l  f t n a n c i a l  condltlon. 

The Accountlna D-ks W t f  t t P n  Pollcles And ProcPd u res. 

Account1 ng Department personnel use Hlnnesota Power I s accounting 
pollctes and procedures t o  guide t h e l r  a c t i v i t i e s .  However, no written 
pol 1 c l  e s  and procedures specl f! c to  Southern States I operations have been 
developed. 

Written pollefes that  are consistent w l t h  management's goals and 
objecttvas at@ needed to  gulde employees I n  making decisfons. W r i t t e n  
procedures r r t a b l i s h  order I n  t h a t  they ptovfde detailed Instructions 
s p e d  fying how t o  perform certain a c t l v l  t l e s  and operatlons In eonformi t y  w i t h  
p r e s c r l b e d  polfcles. Both a t e  cr l t lca?  when a c t f v t t i e r  require the  
pat t lc lpa t lon  af new employees of the organfzatlon or employees external t o  
the department. 
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An absence of  w r i t t e n  p O l l C f e r  and procedures makes I t  dffffcult to  
ver i fy  whether employees are conductfng business operations I n  a manner t h a t  
f s  conslstent w i t h  management's goals and o b j e c t i v e s .  A lso ,  I f  t h e  
Compttol Ier or A s s f  s t a n t  Comptroller tetmfnates employment ul  t h  Southern 
S t a t e s ,  an absence of  formal POlfcfes and procedures my create an extended 
period of  turmatl  witkln the Accountlng Department, 

1 

21 . ( H I  Wrftte n Po lfcles And P t o c ~ r e s  Shou I d  Be O e V e l O D e d  W t t h t n  The 
Account i n a  O e D u t m e n t  And w e a t e d  To A ? I  PQpartmmtal F moloveer. 

1 

I 

80th t h e  Comptrol l e t  and t h e  Asrlrtant Comptrol l e t  should imnedlately 
begin wri t lng  down every uolicy Of procedure they execute. Department 
pol i c t e s  and procedures should be revlewcd annual ly and updated as required t o  
ensure that  they are consf stent wl t h  management's goals and ob jec t1  v e s .  

The Wastewater Treatment Aa r pfment f l m e e n  Southc tn S t a t e s  And f h p  C I t Y  0 7 
A I  tamonte Sot I n Q S  HaS Not Been Sat 1 s f w r i  1 v F f  nal 1 tPQL 

The Company provides seuer s e t v l t e  to two areas In Semfnole County 
for whIch i t  does not operate a treatment plant .  The Clty of Altamnte 
Sprlngs provides the treatment and I t  compensated for I t s  swvles  based upon 
the amount o f  water measured through the meters o? the Company's customers, 
1 . e . ,  the  total customor usage 1 s  multlplled by 662 and then by fl,20 to 
a r r i v e  a t  the amunt due the Cfty.  

The Companj's tar l f f  also provldes for sewer b i l l s  to be based on 
customer water usage,  but sets  t h e  M x l m u m  amunt bfl lable  to customers +t 
20,000 gallons bi-monthly. However, as noted above, t h e  c f t y ' s  t a r l f f  o f  
gallons blllable t o  tho  Company Includes no maxjmum. Therefore, the 
d l f f e r e n c e  between the two rate structures poses a potentlal problem. 

The O t v l  slon of Water and Sewer has reported I@. . .numerous customers 
using 50,000 t o  120,000 gallons bl-mnthly.m. . ' I  (Docket No. 860325-WS, Oec. 
2 ,  1986)-  Thus,  the Company may be caught in a "squeeze" between the two rate 
structures, partleularly during petlods of heavy lawn sprlnkllng. H h l l e  the 
Company must pay the  c l t y  for a l l  gallons used, they my not b l l l  the lr  
customers for usage i n  excess of 20,000 gallons. 

2 2 . ( t )  The w v  Shauld Cont 1 nue To Pursue A Renpgotjatgd S e w r  AQtPomC nt 
bJ1 t h  The C1 t v  O f  Altpmonte S D t l n a s ,  

The Company has attempted for some t ime t o  tenegottate the agreement 
The with the c i ty ,  but to date has been unable t o  finalize It sat is fac tor t ly .  

Company should continue to pursue a new agreement. 
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Florida Publlc Fe rvtee  Co mml ss lon Account1 no Adjust ments Are Not "Booked." 

The Company. does not a d j u s t  I t s  books and records t o  r e f l e c t  t h e  
account lng  adjustments which are Inc luded  I n  the  Commlssfon's orders. While 
t h e  Company 1 s  well ware Q f  the problem, c o r r e c t f n g  I t  has r e c e i v e d  low 
prior1 t y .  

I n  order for regulatory eommlssions to re ly  OR uttlity Informat ion,  
a c e o u n t h g  t tansact lons  a t e  general ly m q u l  red to be recorded unl formly and 
cons is tent ly  f d l o w f n g  C m i s s f o n  polley. Furthermore, any C m i s s i o n  ordered 
adjustments represent an h t e r p t e t a t t  On of the pol I c l e s  and shou ld  b e  
ref 1 ee ted  f n reports to  stockholders and regul a t o t s .  "Bookt ng" those 
adjustments ensures that .  fa! lure t o  "book" adjustments obv.lourly resu? t s  ! n 
1 naecutatt  records and requl res that audl tors make appropr ia te  chal 1 enges . 

Acroun t t na m a t t m e n  t @ s W ti t t e  n P z e d u  res S hould RCputre 
kl na'' Account1 n u !  us t m m  t s  t o  Ref 1 ee t A I  1 Co mmissfon Orde r s ,  

23. ( H I  

0y cons1 stent ly  recording t h e  Conmf sslon's adjustments, t h e  1 ,:vel o f  
reliability w i l l  Improve. 

PtePatatlon Of Tht  C~mpanv's Annua 1 Report To The PSC R u  I r e s  E r c e s s  t V Q  
ual Effort,  

The Annual Repert I s  presently complled manually by t h e  A s s f s t a n t  
Comptroller. As I t  Is several Inches t h l c k ,  I t  requires eonslderable ef fwt  
to complete. Thls task prlmarl ly involves the completlon o f  a routine format 
for the numerous areas i n  which the Company operates and I s  therefore well 
suited for computer l tat lon.  

Fatlure t o  computerize t h i s  funetlon t n  prlor years has resul ted  in 
the Company now having t o  mxpend approxlmately 26 weeks each year of the 
A s s f  s t a n t  Compttol ler's t ime on t h i s  a c t t v l t y .  The Company's r a p l d  growth, 
caused by aequirlng addl tional systems,  has compounded the problem. 

I t  I s  estimated by the Company t h a t  the 1987 Annual Report (due I n  
1988) w l l l  be pattlally computerized and tha t  the 1988 report (due In 1989)  
w i l l  be ful ly  eomputerlred. 

24. (HI The ComDa ny Should I mnlement F u l l  CQmDuter i t a t l o n  O f  Thn PFC Annual 
o r t  No Later T b n  t h e  1988 mo rt  
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Q s H  MANAGEMENT 

B A C K G R W  AN0 PERS P E CT I V E 

Southern States ' Vice-Cha i  m a n  of the Board/Vice-Prerfdent of Ff nance 
( V i  ce-Cha! man> has prlmary tesoonsi b i  1 Ity for t h e  Company's cash management 
a c t l v f t f e s ,  although the f m c t h n  1 s  somewhat fragmented. The Vlce-Chafrman 
i s  responslble for setklng out and negotlat lng f lnancfng  opportuni t f e s  
cons is tent  ui  t h  the  Company's o b j e c t i v e s ,  and for analyrjng exi s t l n g  d e b t  for 
ref lnanclng opportuntties. He handles a l l  f i n a n c i a l  fnvestments for  Southern 
States and keeps the  Board of D l  rectors apptfsed regardfng the Company's 
f lnances and I n v e s t m e n t s .  He malntains h t s  o f f l c e  I n  Hfaml,  and c la lms that 
h i s  contacts w i t h  Hlaml f inancia l  i n r t t  tutions j u s t l f y  t h l  s sI t u a t l o n .  (See 
Recommendatton 9 t n  the Organfzatlon and Management sect ion o f  the report for 
a more detailed discuss ion  of t h l s  p o i n t . )  An Execut lve  Secretary a s s i s t s  the 

. V I  ce-Chat fman MI t h  h i  s cash management responsl b l  1 i t l  es by track1 ng 1 ncornl ng 
and outgofng cash, and by t tansfetr lng funds from one account t o  another. 

Other  personnel w l  t h  major responsi b l 1 1  tf es 1 n the cash management 
area include the Presfdent, Comptroller, and Asslstant  Compttol l e r .  The 
Presldent's ptfmary responslbflitles in t h l s  area are  to revlew and co-slgn 
a l l  accounts payable and payroll checks, and to  ensure that appropr la te  cash 
management s t r a t e g l e s  are u t i  I f  zed.  The Comptroller co-slgns a1 1 checks and 
ensures t h a t  they are  prudent and proper.  The Assistant  Comptroller 
reconctles a11 bank statements  and develops the "cash sheet," which 1 s  a d a l l y  
I l s t l n g  of :I1 Company bank account balances. The tnformatton eontalned on 
t h i s  cash shi:et 1 s  v e r f f l e d  w i t h  the  Execut lve  Secretary In M l a m l  on a dafly 
bas is .  
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Stnce December 1978, the CMPany has developed a very Innovat ive and 
unique method for obtainfng a r lgn l f lcant  portton o f  Its debt  c a p l t a l  from 
utility customers through the issuance of notes. Offering Circular Ho. a ,  
dated December 31, 1986, authorfzes an Issuance o f  seven milllon dollars In 
three year notes o f  Indebtedness. 

However, administrative Procedures of the program ref lect  several 
s l g n i f l c a n t  weaknesses In the System Of Internal control (See Exhibft V ) .  A 
etitlcal concern t s  that most procedures a r e  conducted by only one person, 
thus not provldlng for an adequate segregation of dut ies .  The Admt n i  strati ve  
Assistant i n  the H i a d  O f f l c e  I s  teSpOnslb?e for handling most aspects o f  the  
note program. 

The Admlnistrat ive Assistant c m u n f c a t e s  directly w i t h  the 
customers ( Investors) ,  responding t o  Investment I n q u f r i e s .  When an Investment 
Is made, she may be the person to  process Incoming mail. She r e c e i v e s ,  
intact, each Investof's purchase application and check for processing, and 
g lves  the check t o  the Execot lve  Secretary for depos i t .  The AdminfstratJve 
Asststant then prepares the note I n p u t  sheet and sends i t  t o  Apogka. After a 
t e n  day walt lng period to allow tbe check to clear,  she prepares and m a l l s  the 
otiglnal c e r t l f f c a t e  of indebtedness t o  the fnvestot .  She t s  also  responsible 
for maintainfng the Investors'  f i l e  contalnlng a l l  pert inent  data. 

Each week the Data Procesrfng Department i n  Apopka prints batches of  
interest checks and sends them t o  the Administrat ive Ass is tant  f o t  
processing. They are reviewed, signed by other personnel i n  the Htarni O f f l e e ,  
and mafled to the I n v e s t o r s  as t h e  I n t e r e s t  becomes due. As the three year 
term due date of each note approaches, she Informs t h e  investors of  the l t  two 
options,  t o  "roll aver" (reloan their funds) or t o  request redemptfon. When 
they opt for redemption, the e e r t i f f c a t e  1 s  endorsed and returned t o  her .  She 
phones t h e  Accountlng Department personnel t n  Apopka, who manual l y  prepare a 
refund check for the prInClPal amount. The check 1 s  then mailed direct ly  t o  
the Investor  from the Apopka of f lee .  Havlng I n i t i a t e d  the refund, she p l a c e s  
a red dot on thr CertfflCate to  slgnlfy cancellation and prepares t h e  note  ' 

i n p u t  sheet,  whlch js Sent t o  Data Processing In Apopka, 

Management hat a rtsponsfblllty t o  malntaln a system o f  jnternal 
control whlch provider an adequate segregation of dutles and 
tesponslbllltfes, It should wold autonomous dutles for an area o f  
responsibility and Instoad d l v l d e  the various tasks t o  provide cross checks. 
Fallure t o  ertabllsh such a separation of dutles not only "allowsu a s l n g l e  
employee t o  deviate from established management procedures, but almost 
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"ensures" tha t  some d e v i a t t o n s  W f  1 1 Occur. Avo1 dances o f  t h e  p o t e n t  j a 1 for  
d e v l a t l o n s  ensures t h a t  transactfuns are cartted out I n  a ,manner i s t e n t  
w t  t h  management a u t h o r i z a t i o n  and that a s s e t s  are safeguarded. 

2 5 . W  The Fo1 l o w l n a  Internal Controls M u s t  Be A m l l e d  To The Three Year  N o t e  
Program T h r o u u h  Chanaes I n Thp Pollcies And Procedu res: 

( a )  

(b> The A d r n f n i s t r a t l v e  A s s  I s t a n t  S h o u l d  Not R w e f v e  A n  Invest0 r ' s  

The Admlnlstrat I V P  A s s f s t a n t  Should Not  Ope R Ineomina Mail, 

Cherk, 
( c )  The A d m t n l s t r a t i v e  A s s l s t a n t  S h a u l d  Not Issue f e r t  f f l c a t e s .  

( d )  tt f f f  e a t e s  For R e d e m  t I o n  S hould Be C a m e  l l e d  Imed l a t e l y  UDQ n 
& f e i n t .  Us I n g  A Method H h l r h  Is Both €as 1 1  Y Recoanizabl e And 
Unalterable. 

( e >  RedemDtlon Checks Should Only Be Issued After The Note I n D u t  

( f )  J n t P  t e s t  rhec ks Show 1 d Be Hal 1 ed O f r e c t l v  T o 1 R V  e s t o  r s 6 v  Th P 

Sheet Has Bee n Recefved I n T h e  ADODkd 0 f f l e e .  

LlPoPka O f f l e e ,  

Implementa t ton  of t h e  above changes w i l l  g f v e  management greater  
assurance t h a t  the t t s k  of f r r e g u l a r i t l e r  w i t h l n  the note program has  been 
reduced.  

The Cornm ny Faces Major  Rlsks Secause 85% Q f T h e f r  Oebt ,  Whfch Thcv C l a s s1  f y  
A s  "Lona-Term" . I s  Reuularlv Due In C v r l e s  0 f Three Years Or L e s s ,  

The Company I s  t o  be e m e n d e d  for t h e  excellent borrowing terms 
negotlated In 1986. They have obta ined an unsecured f l v o  mtlllon dollar bank 
1 I n e  of credit a t  the prfme r a t e  (7.5% a t  December 31 , 19861, whteh  I s  due I n  
December of 1988. A s  of August 1987,  nearly f l v e  mllllon dollars i s  s t l l l  
owed. 

Addttlonally. the Company implemented a unlque note program I n  
December 1978, which borrows funds from uttlity customers. A s  of August 1987, 
I t  had over f lve  mllllon dollar llabtlity outstanding. The program has 
histotfcally shown an 85% "roll over" (telnvestment of f u n d s )  by Investors. 
The Note O f f e t l n g  Cttcu la t  No. 8 o f  December 31, 1986, exp la lns  how t h e  t o t a l  
seven m i  1 lion dol lats worth o f  three year notes ut 1 be lssued a t  rates which 
may vary from 9% ( y t e l d  through June 30, 1987) up t o  152. The I n t e r e s t  rate 
1 s  ad jus ted  e v e r y  six months to 1 rate o f  2 1  over the yleld o f  r lx  month U . S .  
treasury b i l l s .  
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IIIC cu.iV'f'1: i;wO Ll~ij:i Of u~ul. \,iUllgatlons represent some 711 of tne 
total II long-term" debt outstanding for the Company. Of all debt obligations
outstanding. 851 is due and payable within cycles of three years or less. (See
Exhi bit VI.) 

Public uttlities generally attempt to secure long-term financing for 
periods ranging from lS to 30 years. This allows the utility "to "ride-out" 
short-range economi c problems and choose the most appropriate ti me frame for 
reft nanci ng. 

The Company faces two major rhks with its current fi nanci ng. Fi rst. 
the cost of debt.· while relatively low at this time. is expected by some 
economic. forecasts to return to much higher levels in the next few years.
Since the interest rates paid by the Company "float", a significant increase 
1A the cost of debt could easily result. Thus, the Company should attempt to 
"lock 1n" debt at current rates. . 

Next. any major economic change, whether Company specific or not. may 
cause lenders to be reluctant to renew the existing debt. While the Company 
note program currently enjoys a favorable reinvestment rate. there is n9 
assurance that it would continue should a major economic change occur. Itl 
26. (H) Tbe Company Shoul d Explore A 1 ternathe Heans of Borrow1 ng. Whi en 

Provide For A Payback Of 15 To 30 Years. 

Admittedly, "long-term paybacks tl have been virtually impossible to 
arrange in recent years for small, self sustaining water and sewer utilities. 
However. the Company has experienced significant growth. enjoys a unique level 
of sophistication in debt financing, and may call upon its parent company,
Minnesota Power, for assistance. 

The Company Has Not Established A Formal Cash Management Program. 

One of the Presidentls corporate objectives for 1986 was to implement 
a formal cash management program. The program was not implemented during
1986. nor has any progress been made toward its implementation in 1987. 
According to Company management. the prOject has been postpon~a for the 
following reasons: (1) other projects have been given higher priority; and 
(2) there has been a minimal cash surplus. since money is rapidly used for the 
acquisition program. (See pages 20 and 23 in'the Organization and Management
section of this report for a more detailed description of the acquisition
program) . 
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A cash management program 1s ntCeSsary t o  Company management I n  
determ1nIng cash a w l  lab1 l i t y  and developing a sound {nvestment s t r a t e g y .  
Without such a program, the  Company may not be manlmizfng i t s  i n t e r e s t  d u r i n g  
pertods of a cash s u r p h s ,  nor will i t  be able to ptedlet w f t h  any accuracy 
the amount o f  cash t h a t  will be a v a i l a b l e  for  future o p e r a t l o n s .  Furthermore. 
I f  a cash deficlency occurs, the Company could be put I n  a p o s l t f o n  o f  h a v i n g  
t o  borrow funds unnecersari ly. 

2 7 . ( M >  W t h e r n  S t a t e s  Should D e v d o n  And I m l e  men t -5 h Manaaement 
p r o a p  

Such a program would asslst  manbgement in determlnlng c a s h  
aval lab1 llty and developtng a sound Investment strategy. 

Company managers s t a t e d  t h a t  they are plannlng t o  d l s c u s s  cash 
management program opt ions w l t h  local bank o f f l c l a l s  I n  t h e  near f u t u r e .  He 
strongly encourage them i n  t h t s  endeavor. 

The ComDanv Has Not De V e l O D u  c tl r i a  for  Transfe  rtl na CUStPrnP r Pavrnpnts From 
ThG Itnrles I n t o  I nterest Beat l n a  Accounts. 

Customer payments are depostted In non-Interest beat ing  depos i  tory 
accounts a t  banks located throughout the  SSU system. The d e c i s i o n  t o  transfer  
t h e s e  funds to other accounts Is made by personnel I n  e l t h e t  the Apopka or 
M i a m i  o f f l e e ,  w i t h  n o t l f i c a t l o n  o f  s t a f f  I n  t h e  other o f f l e e .  However, no 
clear guidelines e x l s t  for the transfer o f  these funds, One Company official 
Informed us that funds are transferred from a deposltory account when i4s 
ba l  anee reaches $3,000. Other  personnel prov l  ded us w l  t h  responses whl eh 
e m f  1 i cted  with t h l  s statement.  

A prtmary objecttvr of any cash management plan should be t h e  
establlshment of Crlterla to m i n l m i t e  fd le  cash. Wlthout such guldelfnes, t h e  
Company t s probably not maximi zlng i t s  1 ntetest e a t n l  ngs. For example, 
Company records Indicate t h a t  dutlng one perlod I n  1907, the balance  I n  t h e  
non-l n t e r e s t  b e a d  ng Fitnand1 na Beach account had reached $1 7,000. If proper 
guide l ines  for t h e  transfer of funds had been I n  place and followed, I n t e r e s t  
might  h a w  been owned on t h i s  otherwise I d l e  cash,  thereby Increasing t h e  
Company s cash t 1 ow 

28.(M) The CQmDanv Should - 1 1 s  h Wri t ten Guldellnes And C r i t e t l a  For 
Transfe rrlna Curtpmer Payments 1 nto Laterest Bear I ~ Q  Accounts, 

These guIdelInes should be c lear ly  comunfeated t o  a l l  Company 
personnel  invo lved  in t h e  transfer o f  funds. 
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During J u l y  1987,  d new COmPttOl1 er  was appointed and soon recognized 
t h e r e  was a problem for which C O m C t h  ac t ion  has now been takerl. 

A s  devel oper agreements Yere b e l  ng executed,  the  t e q u l  red CrAC 
payments were be ing  made to the  Apopka o f f t c e .  Apopka personnel were t h e n  
mailing t h e  payments, i n t a c t ,  t o  the  M i a m i  O f f l c e ,  where the funds were b e l n q  
deposited i n  a local bank. 

As I consequence of the above procedures, the Company was loslng t h e  
use o f  these CIAC depos i ts ,  d u r h g  the t ransi t  days tn whlch t h e  money vas n o t  
t n  any Company account. (See Table  1 )  In addftlon, these procedures were 
a l s o  increasing t h e  rlsk t h a t  the payments could be lo s t  (or further delayed) 
I n  the mal 1 ,  or t h a t  they might  b e  m I  splaced or at $appropriated. 

3ecause o f  the new Comptroller's ilertness and I n l t l a t l v e ,  all C I A C  
payments are now being deposi ted I n  an Apopka bank upon t e e e t p t .  

m!u 
U A C  D e m s f  t t  

Years 

1983 

1984 

1985 

1986 

4lllQuu 

f 616,806 

$1,521,361 

$1,419,114 

f 716.215 

64.273.496 
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De C o m n v  W @ l  Y Bas IS A m e a  ts To ‘ 3  P r a c t l e e  0 f Pavlna A 11 Emlovees On A 
n I n e f  f I c l e n t  Use 0 f Cash A nd Petsonne 1 Resou rces .  

Payroll checks for 105 employees a r e  processed by the O f f i c e  
HanagerlPersonnel Manager on a weekly bas! s. The costs a s s o c i a t e d  w i  t h  
processlng payroll Inc lude  severa l  hours of employee and cornpiter t l m e ,  as 
we1 1 as checks, envelopes, and postage. 

Company management indicated that  t h @  concept of a t e s s  frequent 
payroll system had been discussed a t  a manager‘s meeting. However, t h e  
concept was discarded due to the potentfal decrease t n  employee morale which 
could resul t  from Its tmplementatlon. Company managets have not conducted an 
o b j e c t i v e  analysis ~f the costs and b o n e f l t s  o f  such a system. 

We fully recognize that employees are accustomed t o  a weekly paycheck 
and that I t  uould take t l m e  to a d j u s t  to I l e s s  f tequent payro l l  system. 
However, our experiences f n  other companles l ead  us to  the  concluston t h a t  a 
bi-weekly or semi-monthly payroll system would r e s u l t  I n  less employee t i m e  
spent on payroll procerslng and less  matetlal usage, thus lower ing 
adminlstratlve costs .  Furthermore, the Company would tarn addltlonal I n t e r e s t  
on payroll funds held for an additional week, Without a thorough. objective 
analysfs of these factors, the Company cannot adequately evaluate -juCh a 
system. 

1 n a l v s i s  To D e t e  rmlne The rests 29.(M) A ThVpUgh A 
And Ben* f l t s  O f  A Less F teauent Pavroll S Y ~  

I n  conducttng such an analysis, conslderation should be gfven t o  the 
f a c t  that  the Company Cs growing rapidly and that  addlt fonal  costs  w i l l ,  be 
incurred for payroll processlng as the  growth continues. Subsequently, Me 
Impact o f  a less frequent payroll system will Increase. 

It t h e  r e s u l t s  o f  the analysis indicate  that a less frequent payroll 
system would br  benrf l c la l ,  one option tha t  should  be constdered 1 s  a 
“staggered” bt-weekly payrol l .  Under such a system, staf f  would be more 
efficiently utlllzed tn  tha t  only h a l f  o f  t h e  payroll I s  processed each week. 
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BACKGROUND AND PFRSPECTIVE 

T h l s  chapter  focuses on F i e l d  Operat fons,  which I n d u d e d  a 
r e v i e w  o f  work force management, p l a n t  constructfon, p l a n t  operations a n i  
p l a n t  maintenance. 

The 1987 budget pro jects  an operat tng and maintenance expense 
( sa l  arl  es 01 e c t r i  e l  t y ,  Chemi Cal f repal rs, and other such costs) o f  
$2,210,000. The Company's 1987 l i s t  of p r o j e c t s  for eonst ruct lon  and/or 
system Improvements I s  estimated to be $3,128,550. 

Jhe Prooertl e $  

The Company's Note Of fe r ing  CIrculat  Ho, 8 ,  dated December 3 1 ,  
1986, page IO, on U t l l l t y  Plant and Property reads: 

"The Company's property c o n s i s t s  of l a n d ,  bu i  ldings , 
plpellnes and the necessary structures and equipment 
rsqutred t o  provlde water and sewer services I n  the 
areas served by the Company. Each o f  the 66 water 
p lants  and 19 sewage systems and/or treatment plants  
owned by the Company Is located on a parcel o f  l a n d  
ranglng i n  s i z e  from approximately 1/4 acre 'to 50 
acres, aggregatlng a b w t  130 acres. 

What 1 s  b e l l e v e d  t o  be the uofld's largest known 
subsutface source of f r e s h  water underlles t h e  s t a t e  
of Flottda. T h l s  allows t h e  treatment process I n  most 
areas of Florida to be telatlvely rlmple. The 
Company's water treatment plants c o n s l s t  of  deep 
wells, ground storage tanks and aerat ion f o r  the 
removal of hydrogen s u l f i d e  and iron. The f i n a l  
treatment 1 s  chlot inat lon.  Chlorlnatlon o f  publ ic  
water supplles represents t h e  m o s t  Important process 
used I n  the production of water having a safe and 
sanitary quallty. The wells vary i n  depth, but  a l l  
approxlmate a depth of several hundred f e e t ,  
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The ComDany's S w a g e  t rea tment  p l a n t s  use what i s  
known as "The Activated Sludge Process". This process 
consists  of  the following s t e p s :  ( 1 )  M i x i n g  . t h e  
act lva ted  s ludge with the sewage t o  be t reated;  ( 2 )  
Aera t fon  and a g i t a t f o n  of t h i s  mixed  liquid for  a 
requtred perlod; ( 3 )  Separation of t h e  a c t i v a t e d  
sludge from t h e  mixed  l i q u i d ;  ( 4 )  Return o f  the - 
a c t i v a t e d  sludge, The development of t h f s  process 
marked an important  advance i n  the secondary treatment 
of sewage. I t  i s  a bfologlcal contact process whereby 
Ilving aetoble  organisms and organic soltds in the 
sewage are brought together I n  an environment 
favorable for t h e  aerobl e decomposi t t o n  of sol f d s .  

The Company's uater and sewer mains are generally 
Installed along roads and highways by virtue  of 
utility easements and aggregate about 275 m i l e s  o f  
uater mains and 120 m t l e s  o f  s w e r  matns.  

The Company owns 47 malntenanee and s e r v i c e  trucks. 
A l l  o f  the fotegolng property I s  I n  good operating 
c o n d i t l o n  and adequate for the conduct o f  the 
Company ' s bus I nes 1. ' I  

As o f  October 1987, t h e  Company operated I n  17 F l o r l d a  eounttes 
. generally lylng i n  a corridor from Ventee Gardens on t h e  west coast  

through Apopka (Orlando) t o  Jacksonvt l le  and Ame?la I s l a n d  on the e a s t  
coast .  From December 31, 1986 t o  October 1987 ,  the number o f  water 
plantslsystems had InCteaSed from 66 to 73 and the number o f  sewer 
plantslsystems had Increased from 19  t o  24. Durtng that  same period,  t h e  
number of customers Increased from 23,400 to 41,000, ( I n  developing the 
number of customers, a s i n g l e  household reeefvlng both water and sewer - 
s e r v l c e  I s  counted as two.)  The number of customers served by a water or 
sewer p l a n t  may vary from s l x  t o  6,000, but t y p i c a l l y  they tange between 
50 and 500. 

The General Manager, located a t  the Apopka headquarters, 1s 
responsible for a l l  f l e ld  opwatlons and personnel. A s  o t  October 1987, 
there uas a total o f  76 employees I n  f j e l d  operations, 20 o f  whoa report 
d i r e c t l y  to the General Manager. T h l s  high number o f  direct  reports 
results from the fact t h a t  there are two f l e l d  Supervisors positions 
standing vacant (See Reeomendatlon 30, page 52) .  The 20 employees 
teportlng dltectly t o  the General Manager h o l d  a vat tety  o f  job t l t l e s :  
three area managers, seven e h l e f  opera tors ,  two operators, one 
supervisorl f i v e  matntenance specjallsts, one meter reader and one 
dispatcher. 

I 

I 

I 
1 
I 
* 
1 
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Eleven o f  t h e  direc t  reports are based in t h e  Apopka area  and 

the o t h e r  nlne are scattered throughout the  rest o f  the system. The 
General Manager meets weekly w f t h  the Apopka area people ,  b u t  o t h e r w i s e  
he only comes In contac t  w f t h  them as necessary. f o r  those n i n e  f n  the 
o u t l y i n g  areas, h l s  primary method o f  communication is t h e  t e l e p h o r e .  
Typically, he makes d i r e c t  Contact with each of t h e  n i n e  a t  l e a s t  once 
per week, but  wlth many he I S  contac t  dally. He attempts t 6  make an 
on-si t e  1 n r p e e t l o n  o f  each area monthly. 

E x h i b t t  V I 1  shows an area-by-area d l s t t i b u t l o n  o f  t h e  Company's 
f i e l d  operations. E x h i b i t  VIII shows t h e  operational structure o f  the 
Apopka opetatlons and Exhi bI t f X  shows the  out-of-town opera t ions .  

1 
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EXHIBIT V I 1  

- 
Bradford 
Brevard 
C f  trus 
C1 ay 

Duva? 
Lake 
Hari on 
f f a r t l  n 
Nassau 
Orange 
Osceol a 
Pasco 
Polk 

Putnam 
Sarasota 
Seml no1 e 
Vol  usla 

SOUTHERN STATES U T I L I  T I E S  , I N C .  
- F I E L D  OPERATIONS DATA 

OCTOBER 1987 

V i  c i  nf ty 

Apopka ( f l e l d  support s t a f f )  
Keystone Helghts 
M f m s  

I n v e t n e r s  
Keystone Helghts  
Jatksonvi  1 1 e 
Leesbutg  
Ocala 
Stuart  
Amella island 
Or 1 ando 
K 1  s s l m e e  
Zephyrhi 11 s 
Lake1 and 
Pa la tka  
Vent c e  Gardens 
Or I ando N o t t  h 
N e w  Smyrna Beach 

' \  

Curfomers 

- 
196 
324 
685 

1,061 
~, 652 
1,388 

887 
1,501 
1,620 
4,417 
1,010 
2,889 
1,173 

12,550 
3,230 

956 
w 

I ,381 

i2 

2 
4 

5, - 
21 

1 

2 
Ld 

t 

SOURCE: Company Records 
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EXHIBIT I X  

S O U T H E R N  STATES UTILITIES, I H C .  
fffLD OPERfiTIONS 
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The Ge netal Flanaae r O f  F l e l d  One r a t i o n s  Is Ove rburdened Because 0 f An 
f v e  n -Of-Control  . Hhlch Resu t s  I n  Ipueauate SuDe 

Delays I n  ODe r a t l n a  D e r l s  Ions.  And An I n a d e u a t e  Reportina And 'Anal y s i  
Excess 1 rvi sion, 

Proeess. I .  

Hore spec1 f tca l  ly, the  follow! ng s i  tua t fons  e x 1  st: 

a. The f i e l d  operators are not recei v l  ng adequate supervi s i  on. 

b.  Opetattng deelslons are being delayed or unnecessarily 
passed on t o  the P r e s i d e n t .  

t .  Opera y reports and data ana 
and/or tv iewed adequately. 

ysos are not be lng  generated 

i X h  Hhlle t h e  organizational structure b i t s  VlII and I X ,  shows 
that  only two f l e l d  supervlsors report directly to the General Manager, 
those two posltions have been vacant f o r  several years. In actual  
p r a e t l c e ,  the  General Hanager directly supetvfsrs  the 20 positions 
r e p o t t l n g  t o  the two superv lsors .  Those 20 poslt tons range from area 
managers t o  laborers to the d l r p a t c h e r .  The two f i e l d  supervisor 
p o t l t l o n s  have been vacant for several years because management c l a i m s  I? 
has been unable t o  f l n d  capable people to f t l l  these vacancies, 

Such an exeesstvely f l a t  o r g a n l t a t l o n  In t h i s  c r t t l c a l  area or  
t h e  Company overburdens the General Manager. A s  t h e  Company h a s  
c o n t i m e d  t o  grow, t h e  major impact  has f a l l e n  on t h e  General Hanager. 
He i s  Involved i n  assessing potential a c q u i s l t l o n s ,  preparing .ptoposals, - 
assfmtlatlng new acqutsit ions I n t o  the Company, d f r e c t i n g  capi ta l  
p r o j e c t s  , and supervlslng day-to-day operat ions o t  an evet-increasing 
number o systems, When too many demands are pressing, the n a t u r a l  
tendency i t o  deal  with the crises and t o  l e t  t h e  normal management 
p r a c t i c e s  s l i d e .  Based on our interviews and obsetvatlons, t h t s  1 s  t h e  
situatlon a t  SSU. 

Primary leadetrhfp and supervlslon currently comes dfrectly from 
the President  and General Manager. However, the company has grown too 
large for t h l s  approach. leadershtp and supervlsfon must begin  coming 
from f i e l d  personnel, so t h a t  top management w l l l  be ava i lab le  to  oversee 
t h e  broader aspects o f  runnlng t h e  company. 

I t  1 s  the  r e s p o n s l b t l f t y  of management t o  structure and organize 
s t a f f  i n t o  operattng u n f t s  whfch permit a s i n g l e  manager t o  d i r e c t l y  
superv ise ,  general ly ,  not mre than elght  persons, dependlng on the  
n a t u r e  o f  the work. Such a span-of-control allows the manager t o  
ef fec t fve ly  follow-up on t h e  work of rubordlnates. Hhen a manager 1 s  
h e l d  accountable for  a much greater number o f  d l r e c t  reporting 

- subordinates, a number of  s f g n l f l c a n t  management tasks begin t o  
deteriorate or not take place at a l l .  
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30. ( H I  The Co m a n y  Should F i l l  The Two Yaea n t  SuDe r v l s o r  P o s l t l o n s  AI 
Soon A S  Posslble, 

W h i l e  It I s  Impor tan t  t h a t  management f l l l  these vacancies,  i t  
i s  equally Important t h a t  these two supervlsors be allowed to funct ion 1s 
managers. They must have e l  early I d e n t l  f l e d  responsi b l 1  i t l  e s ,  - as we1 1 
as ,  t h e  COrrespOndi ng author! t y .  F u r t h e r .  they mu$ t be he1 d accountable 
f o r  t h e i r  a c t t o n s .  T h i s  aspect  1 s  more f u l l y  dtscussed under the 
Organiza t ion  and Management s e c t i o n  o f  t h I  s report. 

There Are No HrfttPn Policies A nd Procedures Gove rn lna F j e l d  O a e m i o  n s  

Sfnce pollcles and procedures have not been developed for Field 
Operat ions,  I t  makes I t  d i f f l e u l t  to verify whethet employees are 
conducting buslness operat ions I n  a manner that  I s  conststent w l t h  
management’s goals  and o b j e c t i v e s ,  

H r l t t e n  pol l e l e s  that are c o n s t s t e n t  w l t h  top management goals 
and o b j e c t i v e s  are used to gufde employees I n  makfng decisions. W r i t t e n  
procedures establ .I s h  order 1 n t h a t  they p r o v i d e  deta l  1 ed 1 nstructl onr 
spec1 f y i  ng how t o  perform eertat n ac t1  v i  tl e5 and operat1 ons i n  conform! t y  
w f t h  prescribed pollcles. Hhen a c t l v l t l e s  or opetat lons require the 
partlclpatlon of new emgloyees, wri t ten pol I c l  e $  and procedures are 
especlally needed. 

3 1 .  ( H I  

W t i  t t e n  pol I c l e s  and procedures w l 1 1  enabl a the General Manager 
t o  b e t t e r  evaluate employee petformanee. I t  w i l l  a l so  be mre e f f i c i e n t  
t o  t r a i n  and eross-train Company employees to  perform various tasks. 
P o l l c l e s  and procedures should be tevlewed annually and updated as 
requited t o  ensure t h a t  they are c o n s l s t e n t  wi th  top management goals and 
o b j e c t l v e s  I 

I 

I 
I 
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out1 ne C o m m b t  ween F i P l d  Personnel And The ApODka O f f i c e  r s  
i e f  ther F f f l c i e n t  Nor Effective. 

I n  view of the centralized type of opera t ion ,  daily te1eDhcr.e 
communication between the Apopka O f f l e e  and the  f j e l d  I s  a v l t a l  link. 
Hl thout  It, t h e  f l e l d  personnel ate unable to o b t a i n  needed approvals, 
t e c e i v e  dally work orders, or discuss numerous operatfng matters, I n  
order t o  conduct t h a t  b u s h e s s ,  they are requlred t o  use a t o l l  f r e e  
telephone 1 f ne 

This l i n e  must be shared wjth an ever l n c r s a s i n g  customer b a s e ,  
f . e . ,  f i e l d  personnel and customers are both I n s t r u c t e d  t o  use i t  t o  
contact  Apopka. The l f n e  i s  often busy, causing delays for t h o s e  
personnel attempting t o  conduct operational . busfness, resul t f  ng i n  
needless unptoductlve t fme.  There are two "incorntng" lines whfch may be  
d l a l e d .  A l s o ,  there i s  one "outgoing" line whtch only the Apopka O f f i c e  
may access.  White there I s  some indication from management t h a t  f t e l d  
employees should be well aware of good calllng p r a e t f c e s  to the Apopka 
Off1  ce ,  there 1 s no evldence that gui del ines have been provided.  

It t r  essentlal t h a t  fleld personnel have a reasonably e f f e c t f v e  
method for contaet lng the Apopkr Off ice;  one whlch does not c a u s e - t h e  
?oss of productive t h e .  Such a ?oss can not  only cause a breakdown .In 
e f f e c t l v e  operatlons, I t  can also create morale problems. 

32. ( M I  T ~ P  m m n v  S hould AdoDt A Written Proeedu re In_: t w c t i n p  
Persome 1 On Hn u f o  Most E f f e c t l v e l v  Use The Toll Free L I ,= 

The Company needs t o  survey t h e  e x l r t l n g  pattern o f  Incoming 
c a l l s  and eonsldet  whlch, i f  any, could be rrdltected from htgh t r a f f i c  
t ime  perlods t o  lower periods. Management may then Instruct f l e l d  
personnel as t o  the preferred hours for using the to l l  free lines, as 
well as, provlding guldanee on when t o  resort to the toll l i n e s .  
Management could then monitor whether the fnsttuctlons are belng followed. 

Further, the Company may w f s h  t o  Inform customers of t h e  h f g h  
and low traffic t ime  periods. T h i s  would allow customers t o  adjust their 
calling patterns, improve the t t a f f l t  f l o w  and thereby benef i t  
themselves, as we1 1 as, f l e l d  personnel. 

While t h l s  I s  not a f l n a l  solution i t  should help t o  l e s s e n  t h e  
current overload s i  tuatton. 

3 3 . W  The Coma n v  Should A s s e s s  Present  A nd Futu re t o m  ! ra t ion2  

hone t y s t p  m Or Devise A Comltte l v  Ne w Means O f  
W i t h  Fleld Personnel. 

current i e l  eD 
7 n r ace The 

I 

i 
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Importantly, the telephone system m u s t  be s u f f l c l e n t l y  f l e x j b l e  
t o  meet the  demands of a t a p f d l y  growing business, however, the bottom 
l i n e  here 1 s  the improvement In C o ~ u n ! C a t l O n S  and control  between t he  
central  o f f l c c  and the. f i e l d  personnel. 

While some of the Company's operating systems possess adequate 
documentation, o t h e r s  do not. I t  depends upon the doeumentatfon received 
from the prlor owners of the acquired system, as well as the I n l t i a t t v e s  
taken by Individual  operat lng personnel. Hhl l e  It 1 s  relfably est imated  
t h a t  ''as bullt" drawtnqt e x t s t  for same 842 of the systems, no consensus 
eN1sts as to t h e  existence of plant manuaIs or  j o b  check l i s t s .  The b e s t  
available estfmate I s  t h a t  manuals e x l s t  for between 30 and 40% o f  t h e  
systems. 

System-by-system documentatlon f s Impor tant  In order t o  assure 
consistency w i t h  t h e  safety and operating standards requlred by 
management and regul a t o t s  Of ten t h e r e  are s 1  gni  tt cant dl f rerenees 
between t h e  j o b  ski 1 1 s and tral n i  ng of vatlous employees. Documentatl :i 
a s s l s t s  I n  prov ld lng  contqnuity t n  & glven s l tua t lon ,  such as when a 
change I n  f i e l d  personnel occurs.  I t  allows permanent personnel t o  have 
a rellable source o f  information w i t h  which to solve problems and wl th  
which t o  look for oppot tun i t fes  t o  Improve operations. The documents 
s e r v e  as an a i d  i n  t t a i n h g  new employees and a s s l s t t n g  temporary 
personnel who f111  I n  durlng sickness o r  vacation per lods .  

Manuals and check l l r t s  a t e  valuable fn learnlng the s p e c l f i e  
tasks required, as well as avoidlng errors. "As b u i l t "  drawlngs of a 
system are requlred t o  a s s t s t  I n  locatlng undetgtound facllltles, such as - 
a v a l v e  d u r i n g  a main break, or locat ing ex ist ing l ines  I n  order t o  
connect to newly constructed l lnes .  

1 

System documentatton has received low prior1 ty durtng the 
Company's many years of rapld acqulsi tions. Recentty, howevfir, greater 
emphasis has been placed upon- the  Importance o f  "as built" drawlngs. 

34. ( H I  u l d  Survev Em Fvstem And Oevmlo~ A P t l o t 1 t l t ~  
u lc  For C r c a t l n u  Or ImDtovfna DocUmfDtatlon Of A l l  Cut tent  

OPttatians. 

Based upon t h e  survey results ,  t h e  Company should establish a 
system-by-system time frame for the orderly pteparat lon o f  the fol lowfng 
documentation: 
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o A complete s e t  of  operatfng and 5 e r v l c e  manuals 

o A comprehensive se t  o f  "as bul  It" drawfngs 

o Job check l l s t s  prepared for  each system and  p l a n t  

The t ime frames for completion should be s e t  based upon t h e  
p r i o t l t i e s  Involved. The schedule should be completed and t h e  i n t t i a l  
a c t i o n  started ul thf n one yeat. 

35. (HI Artual  D ~ w w n t a t t o n  0 f A l l  Malor t a t 1  oris And Tasks And 
nas Should Be CQmpleted W l t h t n  One To Three Years 

flon S u r v e y .  llowlna The ComDletlon 0 f The Fy 5tem Doeu m n 

Upon eomplet!on, each o p e r a t i n g  system should have a f u l l  
s e t  of the above documentation readily avai labte t o  operating personnel ,  
with  back-up coples located i n  t h e  Apopka O f f i c e .  

Manaaement Feedback A nd Contra 1 Over ODe ratlonal Performance Is Se tiousl y 
Bv The Lark Of Presc ri bed performance Indieat0 rs  * 

f l  
OP 

Hnnagement does not prepare, nor do they t e q u l t e  people  i n  t h e  
e ld  o f f l c e s  t o  prepare, performance reports based on the results of 
e r a t l o n s .  Our study revealed t h a t  there Is no formalized attempt by 

the Company to measure excesslve water loss, exckbslve sewage 
InftltratIon, the KHH per 1,000 gallons treated, or various operating 
c o s t s  p e t  customer. However, there i s  some at tempt  by a few Individual 
area o f f i c e s  to develop such i n d l c a t o r s ,  b u t  p r i m a t f l y  for the ir  own 
reference only. 

Every buslness enterprise needs t o  establish performance 
i n d i c a t o r s  and reports which are the  b a r l s  for pet lodlc  evaluations o f  
how well various segments of the business a r e  performing, Ideally, 
measurement parameters should be constructed t o  avold  the overlapping 
responst b l l  1 t l e s  of stvttal managers. The Indlcrtors serve IS a measure 
o f  success or a signal to t h e  manager t h a t  a l l  I s  not well. W l  thout  such 
Indicators, management may be unaware t h a t  a problem e x i s t s  or where t h e  
r p e e i  fi e problem 1 les Thus, fa1 1 w e  to develop such l ndl  cators  
trans 1 ates I n t o  m i  $sed signals to  take correct1 v t  act ion,  

Reports of performance shou ld  c o n s f s t  of a r e t i c s  o f  r e p e a t a b l e  
da ta  generated as a result Of the day-to-day operat fon of t h e  system. 
Th is  d a t a ,  when co1leCted on a regular or perlodie bas is ,  can and should 
be used t o  re f l ec t  petfod-to-period comparf sons. 
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36. (HI n e  m D u  Shnu I d  Oevrloa Se 1 e c t e d  PerformanrP r n d  l eat0  rs Area- - a .  Gene rate P e t t o d l c  c o m a t a t  Ive ReDorts For Olstrjbutton 
To Hanaaers. A nd E s t a b  liqh W rl t t e n  P r o e w e s  For T h e  Rmort i  nq 
PTOteSf. 

The Company must d e v e l o p  mcanfng 
i ndf c a t o t s  o f  opera t lona l  performance 
app 1 i c a b  1 e t o  opera t 1 on s thtoughou t the 
They should start by sutveylng those f 
taken some s t e p s  i n  t h l s  direetlon. 

The development o f  such a l i s t  
fnvaluable tool to  a s s i s t  managers f n  
segments of operatlons. 

ul quantftative and quilitative 
The indicators should b e  

e n t i r e  system. when poss ib le .  
eld o f f l c e s  whlch  have already 

of ind ica tors  w i l l  provfde an 
ocustng on the more important  

The C o m a  R Y  Ooes Not Have An Adeauate P r e v e n t l y e  Hajntenance Proararn. 
I 

There t s no formal I zed prevent ive  mal ntenance program 1 n p l a c e .  
Servfce and maintenance are the  result of indlvldual t n l t t a t l v e s  and 
assessments by f j e l d  personnel  Therefore, each area has d l f f e r e n t  
o p e t a t f n g  practices. Frequent ly ,  the only record o f  malntenance I s  made 
on the Department o f  Envi  tonmental Regulatfon (DER) forms whteh are not  
kept  a t  the f i e l d  s i t e .  I t  1 s  of ten lnconvenlent to  research t h e  
malntenance and repafr  hfstory for a p l a n t  I tem; so I t  i s  not Ilkely t o  
be done as o?ten as necessary. The "bottom l ine" I s  t h a t  management has 
very "1 oose" wntrol over mal ntenance. 

Any arganlzatlon opetatlng a s lgnf f lcant  amount o f  equtpment, 
where rcllabiltty I s  important, should have a formallzed program t o  * 

assure management that  adequate malntonance i s  being performed. 
Currently there i s  no assurance of uniformity o f  malntenance from area t o  
area or from p l a n t  operator t o  p l a n t  operator. Also, when the workload 
becomes heavy, p r e v e n t h e  maintenance I s  l i k e l y  to be deferred; and t h a t  
may lead t o  greater problems later on. 

37.(H) t Should Dtvc loa  A Preventlve Ma1n-a 
es A l l  Their Water And Scwer Facilittes, 

Fortures of such a program should provlde for: 

o A company-wi d e ,  management control 1 ed, uni form program ui t h  
ut! tten procedures 

I 

o Matntcnanch pr lor l t l e s  and schedules whlch are 
predetermined and approved by management 
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I t  

Ready access  t o  t h e  records by management and f i e : t  
personnel 

Records which r e f l e c t  the maintenance and r e p a i r  h i s t o r v  c f  
a p l a n t  I t e m ,  indicating work done ,  d a t e ,  and ; e r 5 & : 5 )  
respons i b l  e 

Some a c t i o n  or r e p o r t  by responsible f i e l d  perscnnel wh:c? 
requites  an a t t e s t  that the work was per formed 

P r e c l s e  I d e n t l f i c a t l o n  of p l a n t  i t e m s  by l o c a t i o n  w f t h  name 
p l a t e  In format ion ,  ser ia l  numbers, or o t h e r  s u c h  
I d e n t i  fyl ng data  

Ready access t o  setvlce manuals 

Independent compl1 anee s p o t  checks by management 

Perlodlc advance reports t o  alert f i e ld  persons o f  
scheduled mal ntenance 

Periodic reports reminding f i e l d  and management of t h e  
backlog of deferred maintenance 

Rapld I n t e g r a t i o n  o f  t h e  a s s e t s  o f  newly acquired water an3 
sewer systems 

I s  very Ilkely that  a software package whleh i s  c o m p a t i b l e  
wi th  t h e  new computer equipment and whlch meets t s e  above c r i t e r i a ,  i s  
readily available. The Company should h a v e  the 5qatern  I n  o p e r a t i o n  by 
O c t o b e r  1989. 

Jhe Fne ray Costs O f  The Aponka O f f l c e  And Ha rehouse A re  E x c e s s  f v e ,  

In J u l y  1987, the Company ~ V E  t h e i r  main o f f t c e s  from downtown 
Orlando to the outskirts of  Apopka. :he  Company's Apopka headquarters 
eonslstr of a single s t r u c t u r e  w i t h  6,200 square fee t  o f  o f f i c e  space  i n  
t h e  front area and 7,000 square f e e t  o f  warehouse space I n  t h e  t e a r .  
A f t e r  t h e  Management Studles s t a f f  questioned energy costs ,  t h e  Company 
arranged for a Florida Power Cotporatlon Energy Audl t  Report for  t h e  
e n t i r e  off leeharehouse facility. E x h i b i t  X summa4tes the wrf t t e n  FPC 
energy audi t  flndlngs. I? points out t h a t  the Company presently has t h e  
opportunity to save $2,504 In energy costs  annually I f  they I n v e s t  $ 4 , 7 7 4  
i n  improvements. 

O u t  staff has also made l n q u i r l e s  concerning a change i n  t h e  
ductwork, whfch would addltlonally save about 25Z o f  the cost of coollng 
and heat ing  t h e  warehouse each year. The warehouse 1 s  large ly  (752) 
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EXHIBIT X 

SOUTHERN 8 T l T E S  U T I L I f f E S ,  INC. 
RPOPHn OFFICES ClND MAREHOUSE 

ENERGY A U D I T  R E P O R T  

155,011 

: n t  see 

112,?5? 

l!O, 880 

fl, 354 

4 4 2 ~  

511,891 

13,lSO 

I2,469 

1 l i? 

3.4 

111 P 

2i.335 

8 1 , 5 7 1  

$2,165 

I 306 

1.7 

Sourer: Entrw audit Illwort donr by Florida Pwrt Carptition 
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unused a t  t h l s  t l m e ,  so t h e  COOljng and heat lng  1 s  n o t  a requirement. We 
contacted the FPC Er- -gy A u d I t o t  who estlmated t h a t ,  under t h e  presen:  
warehouse layout, I t  h e  ductwork were changed, t h e  Company could  s a v e  
$1,100 per  year. 3 ,t would ellmlnate c o d i n g  a n d  h e a t l n g  t h e  majo r  
p o r t i o n  o f  the warehouse. 

The Company Pres ldent  has Informed us t h a t  plans are presently 
be ing  drawn so t h a t  a majot p o r t i o n  Of the  present  warehouse area will b e  
converted to of f ices Over the next two years. construction w t l l  probably 
be undertaken I n  several phases, on an as-needed b a s f s ,  Therefore ,  t h e  
Company 1 s  reluctant t o  consider modlftcation of t h e  heatfng/eool i n g  
system for what may be an l n t e r l m  perlod. 

The Company has an obltgatlon t o  seek out and take a d v a n t a g e  c f  
every opportunity t o  conserve energy, 

! 
The Combanv S PC Fnerav Audl to  r s '  Wrl t t e n  38 .  (H) hould ImDlement The F 

! 
f h l s  would require s p e n d h g  $2,709 ($120 + 120 + 2 ,469)  (See  

E x h t b l t  X ) .  I t  would generate annual savlngr  o f  $2,198 ( f571 + 910 
717) and rasult I n  the recovery o f  the investment I n  1 .2  years .  

3 9 . ( L >  ln Confunct I o n  w I t h  The Coma ny's Orawfna Of Pla  ns To t o  n v e r t  

Gost EstIwaS@ A 1 t e r n a t l v e s  Fo r Reduc I n a  Or E l i m i n a t i n g  Air 
ondi  t lan 4 na lHeat  1 na I n Areas Be i n a  Used For Ha rehouse Purpeses.  

e E x t s t l n a  Wa rehQus p Faellltv To Off  1 m. Thev Shou I d  O b t a  i n  

H h i l r  the Company warehouse area may be converted to o f f i c e s  I n  
two years, I t  very l i k e l y  will occur over a much longer per tod .  I n  any 
event ,  t h e  Company should be aware of the p o t e n t l a l  f o r  savlng those  
energy costs. 
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E a u i  Dment 1 f m l  t a t l o  ns And Manaaement Overslaht H a s  Resulted I R A Bac k l  o q  
pf work Orders For C o n s t  ruCt ionlMaintendnce I n  The Aoonka Area 

A two member crew I s  respons lb le  for  a d d l t i o n s  and repalrs t o  
t h e  water d i s t r l b u t i o n  system and t h e  sewer collection system I n  t h e  
three county area o f  Orange, S e m i n o l e  and Osceola, The work 'Includes 
r e p a i r i n g  s e r v i c e  l l n e s  and broken mains ,  as well a s ,  making l l n e  t a p s ,  
service installations, and l lne  extensions.  

The creu has developed a backlog of p r o j e c t s  whlch cannot be 
performed due t o  t h e  frequent system and s e r v l c e  l i n e  leaks which take 
p r i o r i t y  f o r  repa ir .  Part of the problem was t h a t  t h e  crew was I n  need 
o f  a backhoe, Although a backhoe was recently aequlred,  a traller t o  
h a u l  I t  I s  r t l l l  needed. 

res 
of 

I t  1 s  i m p e r a t l v e  t h a t  a utllfty have t h e  capabllity o f  
pondlng i n  a timely manner so as t o  meet the reasonable s e r v l e e  needs 
customers, An awareness for safety and t h e  potential for lawsuits 

must be an ever present concern of management. Delays I n  d!spatehlng a 
crew may not only cause customer Inconvenience.  b u t  result i n  t h e  problem 

deter iorat ing ,  a s  I n  t h e  case of  a bad teak causing a washout 
i sidewalk or street .  

f u r t h e r  
beneath 

Certafn 
months 4 

f 1 uc t u a  

The backlog of work orders may be a temporary s l t u a t i o n .  
y t h e  Company experiences more customer growth durtng t h e  summer 

P a s t  e x p e t l e n e e  has demonstrated that  the workload 1 s  subject  to 
Ions.  

The Company may, for an intermediate period, use temporary 
o u t s l d e  h e l p  or borrow e x h t l n g  f j e l d  s t a f f  to a s s f s t  t h e  crew t o  g e t  
t h e f t  projects up to  date. Eventually the Company may f i n d  the  need for 
a second crew However, there 1 s  h s u f f l c l e n t  data t o  justify such 
action a t  t h l s  t lme. 

40.(t) The -a ny Should Reaul re The Co nstructfon Mal-ee Fo reman 
To P m  re A Monthly Remrt Of T h e  mkloaaed P-ets. 

T h i s  report w l l l  permit the General Manager or F i e l d  Supervlsor  
t o  r e v i e w  pending p r o j e c t s  and s e t  prforltler.  Furthermore, i t  w f l l  
allow them t o  develop a hlstory of the projects backlogged I n  order t o  
make a judgment IS to  the need for a second creu. 
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y1. CUSTOMER SERVICE 

BACKGROUND AND PERSPECTIVE 

A t  a small u t i l i t y ,  such as  SSU, many employees are unofflclally 
part o f  t h e  customer Services network. A s  t h e  organiratfon c h a r t  i n  
E x h i b l t  X I  shows, the actual customer serv ices  functfon c o n s i s t s  o f  t h r e e  
employees ui t h  the customer servf  c e  rupervi  sor r e p o r t i n g  t o  SSU I s O f f  i c e  
Manager, In addition, four f i e l d  of f lees  are staf fed w i t h  poslttons t h a t  
perform customer servlee tasks such as, s e r v i c e  orders , depos i  t s  , 
payments and 1 nqui ri e s .  - .  

A t  the Apopka o f f l c e ,  th ree  customer servlce employees have a 
number o f  responstblllttes a5 descr ibed  below: 

1 .  Collections 

2 .  Telephone Xnqulties - Includes s e r v l  ce  orders ,  cred l  t 
arrangements, servlce  questions, and h l g h  bi 1 1  i n q u i r i e s .  
SSU maintains two to1 1 f ree and two regular customer 1 i nes . 

3 .  Curtmet Correspondence 
4.  Report Ptepatat lon 

5 .  faellltat!on of P a p c m t k  - Account establishment, 
non-pay d lseonnects ,  d e p o s f t  r e f u n d s ,  bad checks, b a n k  
deposl t s  * and eo1 loct lon actions requi re  appropt i  a t e  
paperwork genera t ion  and routing. 

Meter reading does not  come under the auspices of customer 
s e r v i c e s  a t  SSU. Rather, t h i s  function 1 s  handled by the f l e l d  s t a f f s  
r e p o r t i n g  t o  t h e  General Hanaqer. 

B I  11 Ings  are generated by EDP and then Processed and sent out  by 
t h e  mai 1 room. Host opcrattng systems receive bi-monthly b i l l  E four are  
on monthly schedules, and two a t e  still b i l l e d  on a quarterly b a s t s .  The 
Company 1 s currently eval u a t l  ng the varl ous opt ions for the1 r re1 a t i  v e  
cost-effectlveness. 

Requests for service can be made over the phone, .In person a t  
Apopka, or a t  one of the other f i e l d  customer service of f ices .  Oeposf ts  
must  be receiwd prior t o  connection, and are h e l d  for 25 months, t h e n  
refunded t o  customers with good paying habits.  
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I 
SSU’ s eo1 1 ee  t l o n s  program 1 both 1 nformal and persona 1 i z e d .  N C  

progressive, state-of-the-art techniques are employed here,  y e t  b a C - c E t t  
write-offs have remained low. F i e l d  O f f i c e s  o f t e n  work t h e i r  ok*n 

eo1 l e c t i o n  accounts. The s i m p l e  W r I t e - O f f  percentages, based on t o t a l  
billed revenue,  f o r  the p a s t  three years were under one p e r c e n t :  

1984 .76X 

1985 

1986 

.37x 

.57% 
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FIHDINGS AND RECOMHENDATIOflI 

Second only t o  an approprl  a t e  deposf t , I nformatton o b t a l n e d  from 
new tustomets Is a company's b e s t  defense against e x c e s s i v e  bad d e b t  
wri te-offs.  SSU requests only minimal data t o  establish the account, 
t h a t  Is, name and address. There apparently has been lIttle thought 
g i v e n  to the needs o f  t h e  collections s t a f f  when accounts become 
uncollectible. W h i l e  not  I major problem now, as SSH grows collections 
n f l l  most llkely t e q u l r e  a more s o p h i s t i c a t e d  approach. 

Host, I f  not all, of F l o r i d a ' s  telephone companies request name, 
address, telephone number, employer, social securi ty  number, landlord's 
name , permanent /o ther  address, nearest 1 i v i  ng re1 a t i  ve ,  and a 
"can-be-reached-at" number. The benef! t s  and usefulness of t h i s  
fn fo rmat lon  a t e  apparent when I t  becomes necessary to collect a 
de l inquent  or Plnal  account.  Much of i t  1 s  e s s e n t l a l  t o  any type o f  
e f f e c t l v e  sklp-tracing e f f o r t s .  Whlle t h e  typlcal water  and sewer 
company may not need all o f  t h e  information discussed above,  t h e  data 
cur ren t ly  secured by SSU Is Inadequate. 

41 . ( H I  p e v l s e  The S e  t v !  ce ApDl1 c a t  Inn So T h a t  Add! t f  onal Cus t o  mer 
U f o r m a t l o n  Is Reauested .  

The D e c i r  7nn To Purchase An El e c t r o n l  c M e t e t  Readfna ( E M R )  W h l l f  t v  was 
Not  Adeauate 1 Y Anal  v t e d  

The Installatlon of the new computer has g iven  SSU numerous 
opportunltles for  automatlon in all areas of the Company. I f  chosen 
judiciously, these systems can have a tremendous pos i t ive  Impact on 
o p e r a t i o n s .  However, the Company's lack o f  p lanning can easIly 
compromise the b e n e f l t s  of t h e  new computet. In t h e  absence of good 
planning, SSU' s decl sion-makl ng process must ensure t h a t  a1 1 capital 
e x p e n d i t u r e s  are carefully scruttnlred. 

O n i  such decfrlon that  was not adequately supported uas the 
purchase o f  t h a  EHR capablllty. A s  o f  May 30, 1987, SSU had spent over 
$20,000 for s i x  hand-held rartit tradlng devlces and related software and 
accessories. Them ate also plans to expand t h j s  capabillty I n t o  other 
operating areas.  whlch will requlre addltional hardware expendltures. 
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EHR can have numerous b e n e f l t s  assoclated with I t s  use,  
erpeclally In t h e  areas of manpower u t i  Ilzatlon, standards formulation 
and measurement, Informat~On gather ing,  and cash f low.  These benef!  ts 
most o f t e n  accrue to larger r l e e t r l e  utllltles however. He do nct 
believe tha t  SSU can realize anything approaehlng those klnds o f  
benef l ts .  Whether they can or not I s  really a mot pofnt. The C O ~ P ~ P ~  
d i d  not perform the  research and cost-benefit analyses t h a t  an 
expsndl ture  o f  t h l s  magnltude warrants. 

42. (H)  7 Y r v  Whi h n r 7 
I b i l i t v  Stud ies  And Cost -8eneft t a n a l  V S C I  . 

Once t h f s  process I s  complete, I t  should also be utlllxed when 
conslderlng future purchases of  EHR hardware. 

The Company malls out an average of 19,000 b i l l s  per mont:' a t  
the standard 2 5 t  postage rate .  The new computer system provides SSU w l t h  
the eapablltty of sorttng mailtngs by t i p  code, thus enibllng t h e  company 
to utlllte bulk postage rates ,  Potenttal savlngs are apparent ,  and SSU 
should pursue this cost-cutt ing measure. 

43. ( M I  Utilize Bu lk-Postaae R a t e s  Whe never Feasi b l  e .  

The Use 0 f Collection L e t t e  f s  Has Been D i s c o  n t i  nued, 

A t  one time, SSU mailed a series of three, p r o g r e s s l v e l y  more 
stern col l e c t t o n  letters to  those customers postng potentlal bad-debt 
r l s k s .  The letters were generated Internally and mai led  from t h e  
Company. The Customer s e t v i c e s  s t a f f  reported a reasonable level  o f  
success resulting from the utlliratlon of there l e t ters ,  b u t  no records 
are available t o  Verify that  success. 

Such a eolleetlons technique, however, I s  widely regarded as 
baslc t o  any collectlons program. Y e t ,  apparently on t h e  a d v i c e  o f  an 
attorney, the Company discontinued ths use of  t h l s  sertes o f  l e t t e r s  l n  
s p t t e  of thrtt prre t lwd  success rate .  f f  the letters  contalned language 
t h a t  was not a p v r o p r f a t r  for Company collectlon e f f o r t s ,  then that  
language should have been revamped. B u t  the technfque o f  the progrers lve  
eollectlon letter serles should  be tetalned f o r  use.  
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Some eompanles f lnd i t  both more palatable and c o s t - e f f e c t i v e  t o  
c o n t r a c t  w i t h  a t h j r d  party for  the  collectlon letter s e r v i c e .  And t h i s  
may be S S U ' s  preferred course of a c t f o n .  E I ther  way, t h e  e~llection 
tetter set les  should be brought back as part  of the Company's overall 
collectlon strategy. 

44. (HI Eva1 u a t e  The Avatlable O D t l o  ns And Re-Institute T he Use 0 f 
Ql lectto n \ o t t e  rs. 

The C U S t Q  mer 5 g r v l c e  S u e  tvisor's Job Respo nri bf  I !  t t e s  A T P  Not & m a t  f b l e  
W i  t h  H P r  T f  t l e  And Por I tl on, 

A s  E x h l b l t  I shows, t h e  Customer S e r v l c e  Superv lsor  (CSS) has 
two Customer Servl c e  Representattves (CSR) reporting to her.  T h l  s 
relatlonship appears t o  be more of a paper assignment than a true 
functional r e p o r t f n q  r e l a t i o n s h i p .  The CSS does not administer t h e  
reprerentat lves '  e v a l u a t l o n s ,  nor does she approve leave requests and 
t i m e  records.  These d u t l e r  f a l l  t o  t h e  Offlce Manager, who has much less  
c o n t a c t  w i t h  the CSRs and therefore, i s  not IS famlllar w i t h  t h e i r  
performance. I n  a d d l t l o n ,  the of f lce  manager I s  physically removed from 
t h e i r  f m e d l a t e  work area and cannot p t o v l d e  the day-to-day guidance 
needed. Yet ,  she must  evaluate them. 

I t  appears t h a t  t h e  current CSS 1 s  fu l ly  capable o f  perfarmlng 
t h e  dutles typfcally ergected of a supervlsor and senlot  management 
should b e  wflling t o  g i v e  her that  opportunity.  

4 5 . ( L )  Reasslu n A l l  Customer S e w  1 ee S m  ReSPOllSl  b l  l l t l e s  TQ 
The Custo mer Service S u e  r V f  S Q f  

When staff requested I procedures manual from SSU, I copy of the 
employee handbook vas provl d e d .  As uientloned throughout t h i  s report, 
t h i s  handbook I s  l l t t l e  mre than a collectlon of memos and random 
polfty S t a t r m t S .  I t  Is nelther comprehensive nor acceptable as a 
procedures manual.  Nor 1 s  I t  up-to-date. 
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A s  i resul t ,  customer s e r v l c e s  I s  not the efficient, 
coordinated, c o n s i s t e n t  funct ion  I t  should be. What management bel ' leves 
I s  be lng done may y e l l  not  be, because the process has no e f f e c t i v e  way 
o f  be lng  communicated throughout the organization wi thout  pol i e i e s  and 
procedures. A s  the Company expands,  thfngs w i l l  only g e t  worse+ 

46 . (H)  pevelOD A co rnDrehens i v e  Po I l c l e s  A nd Ptoeedu res Manual for A l l  
Wtomer Serv l  ee Func t ions 

-67- 



YII. PERSONNEL 

BACKGRQUND AND PERq PECTfyE 

Southern S t a t e s '  personnel funct ion Includes t e c r u l  tment, 
employee selection, ortentat ion,  t r a i n i n g ,  and performance eval  u a t l o n .  
The O f f i c e  ManagerlPersonnel Manager, who has mtn imal  responsl b i  1 i t y  f o r  
eoordi n a t i  ng personnel act1 V i  t i e s ,  prtmari ly mal ntat  ns personnel records 
and processes the weekly payto1 1 The tcsponsl b f  1 i t y  for performing 
other personnel a c t l v l  t! e s  1 s shared among several Company employees, 

Hhen a p o s i t i o n  becomes vacant, announcements are posted f n  
prominent locations throughout t h e  corporate o f f 1  c e  i n Apopka, A 
replacement I s  sought from wtthin t h e  Company whenever posslble. Hhen f t  
1 s  necessary to t e c r u l t  outside of the Company, recrultment e f f o r t s  
cons! s t  prlmartly o f  p h C h g  &dvertisements i n  local newspapers and 
1 ndu s t ry magarl nes 

Department managers are responsl b l  e for 1 n t e r v l  ewl ng prospective 
employees and p a t t l c i p a t h g  i n  t h e  selection process. The Presfdent 
approves a l l  f l n a l  h i r i n g  decisions. An a f f i r m a t l v e  a c t l o n  rs2ort  
containlng datal  led h t t l n g  informatlon I s  submlt ted to  Mfnnesota Power, f Southern States' parent company, on a q u a r t e r l y  b a s i s .  

The or ientat ion process for  new employees 1 s  i n f o r m a l .  The 
Personnel Manager provldes each new employee w i t h  a Company E r n n l o w p  
Handbook. The handbook Contains Company organizational charts  and j o b  
d e s c r i p t i o n s ,  as we1 1 i s  fnformatlon regardlng employee requirements and 
benefits. The employee Is also  provided w l t h  brochures whlch explain t h e  
Company's benefl t s  I n  greater deta l  1. The Personnel Manager then 
processes t h e  necessary forms t o  place the new employee on the payroll .  
F l n a l l y ,  the employee v iews a videotape whlch provides an lntroduction t o  
Mlnnesota Power Corporat ion and Its subs ld ia r lcs .  M e n  a system I s  
acquired by Southern Stater ,  the Personnel Manager v i  s l  ts that  locat ion 
t o  famt 11 ari re the employees wl th Company personnel pol i c i  es . 

The Company's employre training and development a e t i v f t i e s  are  
tnformal . Host of t h t  traintrig I s  on-the-job training and I s  carried out 
by the employee's tmnedtate supetvl sor. On o c ~ a s l o n ,  the  President  uf 11 
obtaln tralnlng f 1 h S  QT send selected employees t o  courses r e l a t i n g  t o  
t h e 1  r s p e d  f1 e responsl b i  11 t l  es .  for rxampl e, operator t t a f  nces who are 
attempting t o  qualtfy as c e r t i f l e d  operators attend a two week "short 
schoo1," whfch I s  the culmjnat ion of a home study program. 

Annual perfotmnce w a l u a t l o n s  of each employee are conducted a s  
a component of t h e  salary admlnlstrrtion process. (See page 72 for a 
more d e t a i  led dl  scusslon o f  wage and salary rdminl s t ta t lon .  1 Employees 
are reviewed by t h e t r  Inmediate  supervtsor each December, w i t h  salary 

I 

-68- 



I .,.,. 'J -, - -  - - A .  / -  

adjustments becoming effective On Yjanuary 1 I Salary increases a r e  
decided upon by the Southern States h e s f d e n t  and are subject  t o  f i n a l  
approval by the General Manager Of Topeka Group, t h e  I ntermedi  a t e  ho l  d i  ng 
company under H I  nnesota Power. 

Southern S t a t e s  p t o v l d e s  an employee beneflt program e f o t  a1 1 
f u l l - t i m e  employees. The program Inc ludes  part la l  ly  subs ld l red  h e a l t h  
and Insurance plans and a fully subsidlted pensfon p l a n .  Partfa1 
retlrement benef l ts  are avallable t o  an employee a f t e r  f l v e  years o f  
eredftable s e r v f c c  and f u l l  benef l ts  a t e  payable after f f f t e c n  years. I n  
a d d i  t l o n ,  Southern S t a t e s  personnel a t e  offered the optton o f  putchasfng 
Mlnnesota Power stock a t  a f i v e  percent dtscount. Employees are a lso  
g l v e n  vacat lon  t lme I n  accordance w f t h  t h e i r  years o f  service, IS well as 
hol ?days, $1 ck 1 eave,  and personal 1 e w e .  Aceordl ng t o  Company records, 
b e n e f l t s  accounted for 12 .51  of payroll srpendltuter I n  1986. 

t 
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FINDINGS, AND RECnH H W A  T I ON 

There I s  A Lack O f  Unf fo rmf t v  I n  The Tra in lnu  Effort For F f e l d  Personnel. 

The ttatnlng a c t i d  t i e s  f n  F i e l d  Operations are not  adequately 
coordinated. For example, a meettng i s  h e l d  each Monday m r n f n g  fo r  
f i e l d  personnel based In the Apopka area, A primary purpose o f  t h e s e  
meetings I s  to  d f seuss  training and safety t o p i c s ,  as well as general 
Company pol i c l r s  . However, fl e l d  personnel based 1 n outlyl ng areas,  s u t  h 
as Venice Girdens and Amella Island, ate  not rrqulted t o  a t t e n d .  
Furthermore, lnformatlon addressed at these mretlngs i s  not routinely 
disseminated t o  these employees. 

Intervlews w l t h  f j e l d  personnel I n  numerous loeatlons provided 
fur ther  evidence of t h t s  lack of unlformtty. In one location, for 
example, local safety counci 1 off! cia1 s provided area personnel w i t h  
v l  ta l  safety Information. I n  another l o c a t i o n ,  area employees met w i t h  
representatives from a chlorine company to  dtscuss the hazards o f  
chlorine and other chemlcals. A1 though the Information generated a t  **.cf i  
t t a f n i n g  scsslons I s  o f t e n  relevant for f i e l d  personnel system-wlde, i t  
i s  rarely dlssemfnated back t o  F I e l d  Operatlons management l n  the Apopka 
o f f l c e  for general d f s t r l b u t i o n .  I t  should be recognized, of course, 
t h a t  some local tralnlng 1 s  plant-speclfie and would not be a p p t l c a b l e  t o  
a1 1 fleld locations. 

The lack of u n f f o m l t y  appears t o  be prtmarlly due t o  
understaffed F t e l d  Opetatlons, particularly a t  the management 1 eve1 , 
Consequently, the General Manager I s  over burdened w l  t h  tesponsi b I  I i t i e s  
and I s  unable to provlde the necessary emphasis to the  training 
f unc t i on .  (Refer t o  Field Operatlons Recornendation 31 for a more 
d e t a l  led dfseusslon of t h l s  SI tuat ion. )  

To provlde maxlmum effectiveness to a1 1 f l e l d  personnel, 
t r a i n l n g  a c t i v i t i e s  must have a focal poin t  through which Information and 
methods can be cootdl nated and unl fotmly adml n i  stered. Hi thout such a 
focal  polnt, Informatton whlch would be beneficial to  a l l  employees may 
never be d lssrminated beyond the area a t  which l t  1 s  generated. A 
eoordlnated t t r l n h g  ef for t  would prov ide  benefits l n  the fol lowtng areas: 

0 u-q: a systrntwlde t ta ln lng  e f f o r t  
would asstst  I n  t a l t l n g  a l l  f l r l d  personnel to a similar 
r k t t l  l eve l  

o S k f f  d systemwide e f for t  would bet te r  ensure that  a l l  
f i e l d  personnel are exposed to vital safe ty  tnfotmbtlon 

0 Pualttv and aua n t l t v  0 ? work ; 1 system-wlde e f for t  should 
ensure a mfe e f f l c l e n t  rnd e f fec t tve  workforce. 
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One management l eve l  employee. who reports d l r e c t l y  t o  t h e  
General Manager and who I s  skilled I n  p t o v l d h g  tralntng, should.have t h e  
responslbllity for a e t l n q  as the  foca l  p o i n t  for the  t r a l n l n g  e f f o r t ,  
T h f s  Individual should b e  responsible for ensuring t h a t  adequate emphasis 
I s  placed on the administration and cootdinatlon o f  tralnlng a c t l v i  t l e s .  

A t  present, 75 of rhe Company's 105 employees work I n  F l e l d  
J a Operations, Therefore, thr need for a unlform training ef for t  I s  m a s t  

c r i t i c a l  I n  t h l s  area. However, as the overall staff f n c r e a s e s  In s f t e ,  
tap management may want to  consider hlring a tratnlng coordfnator t o  plan  
and organize the trat nl ng function Company-wi de.  

,,? 

/ \  ., ' .  1:- ; p'5 - 
4 ,-- 

The -)(ptate I v  Eva luated  I t s  Present f r a l n l m  Needs 0 f 
Planned w e  T t a i n i n o  W e d s .  

I n  c e r t a i n  f l e l d  locat ions w l t h l n  t h e  Southern States'  system, 
c e r t i f t e d  operators are In short supply. Consequently, many f i e l d  
employees are i n t t i a l  l y  h i r e d  IS operator t t a f n e e s .  A 1  though f i e l d  
employees are h l t e d  ulth varying levels  o f  experlence and knowledge, 
n e i  ther t h e 1  f current nor future tral nl ng needs are forma? l y  aval uated ,  

Interviews u l t h  f l e l d  personnel throughout the Southern S t a t e s '  
system provided add1 t i o n a l  e v i d e n c e  o f  Inadequate emphasi J being placed 
on employees' t r a i n i n g  needs. Several f i e l d  employees Informed us that  
they had been a s s  fgned certal  n respond b l  1 f tl es w l  t h  m l  nlmal know1 edge of 
how these dutles should be c a t t i e d  out. Others stated t h a t  V e l d  
Operations management had never lnqulred as to thelr tralning needs or 
t h e  needs o f  t h e i r  associates. 

In addltton to the lack of assessment o f  teehnlcal  t t a t n l n g  
needs, several employees mentfoned t h a t  they had never recefved customer 
relations training to  a s s l s t  them fn  dealing wlth the public. 
Consequently, they occasionally found themselves I n  a p o s i t l o n  where they 
ver t  unable to  answer customers' questions, particularly those w h i c h  
addressed the Company's rate structure* 

For a tralnlng program to provlde maximum effect iveness to  a l l  
f i e l d  pet tonn i l ,  current t r a h h g  needs must  be evaluated and future 
training needs must be planned for. Hlthout such an ef for t ,  employee 
m o t l v a t l o n  and productivity may be s l g n l f l e a n t l y  lowered. A strong 
emphasis o n  t r i l n l n g  weds would a s s l s t  I n  ralslng a l l  f i e l d  personnel t o  
a slmilat r k l l l  level and should result I n  an increase  I n  the quality and 
q u a n t t t y  o f  work performed. 
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The Company should f d e n t l f y  i ts  training needs w i t h i n  F i e l d  
Operattons and Incorporate these needs i n t o  a comprehensive .training 
plan. Spectal emphasis should be p laced  on providing f i e l d  personnel 
w i t h  customer r e l a t i o n s  t ra fn ing.  

Thls recornendation t i e s  In closely ulth prrvlously d l  seussed 
Recommendation 47. A S  w l  t h  that  recomendatlon, one management level 
employee, wi th  s k i l l s  In training, reporting directly t o  the General 
Manager + should be tesponsi b l  e for ensuring t h a t  adequate emphasl s f s 
placed on both t h e  planning and the coordlnatl ng o f  tralnlng a c t f v l  t i e s .  

The o b j e c t f v e s  of a wage and salary a d m l n l s t t a t i o n  program 
should be external cornpstl t lveness and f n t e t n a l  consfstency. A r e v l e w  o f  
Southern States'  program I n d l e a t e s  t h a t  t h e  Company I s  not fully meetqng 
these  objectives.  D e f i c l e n c l e s  uere noted I n  t h e  following areas: ( a >  
an In-depth anblysls of employee salaries has not been conducted to 
determlne & frlt and compctltfva salary structure; (b) salary gulde\lnes 
have not been cstabllshed t o  address how the salaries o f  personnel I n  
those eompanlrs newly acquired by Southern States w l t l  be brought I n t o  
I l n e  w i t h  the  e x l s t l n g  structures; and ( e )  salary ranges have not been 
developed as a component of the salary program. Each o f  these areas Is 
dtrcussed below f n  greater d e t a i  1 .  

a. 

Primary respond b i  1 f t y  for admini rtratlon o f  the Company's wage 
and salary structure rests wlth  the President. Offlclals o f  o t h e r  
u t i  1 ! t y  companl e5 are perlodl cally contacted by the Pres1 dent  for the 
purpose of comparing the salaries I n  those companfes t o  the salartes  a t  
Southern S t a t e s .  Ourlng 1986, the Company par t lc lpated I n  a salary 
survey of fourteen prtvate and public utfllty companies In Central 
Flotlda: the survty was conducted by Santando U t l l l t y  Corporation. Hhl l e  
these efforts rre a s t e p  In the  r i g h t  d l rec t lon ,  they appear to be 
1 nadequatc for several reasons. 

F1 r s t ,  a1 though other ut i  1 i t y  compan 
t h e t r  current salary structures, this I s  only 
and no one a t  Southern States utjlizes 
cornpadsons. Subsequently, factots untque t o  
environment, as well as variattons i n  emp 
consldored. 

e s  are contacted regarding 
done on a perfodic bas ls ,  

the data for In-depth 
the otganlzatlon and Its 

oyee experience, are not 
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Second, our rev iew o f  the Sanlando salary survey fndlcated t h a t  
i t s  use fu lness  was l i m l  ted. A 1  though salaries  were analyzed f o r  
s e v e n t e e n  poslt lon t i t l e s ,  only S f X  of these e x a c t l y  matched t l t l e s  a t  
Southern States.  Furthermore, t h e  survey d l d  not  address salary 
dl f fe rences  based on such fac tors  as v a r l a t l o n s  i n  level of 
responsibllity or span o f  c o n t r o l .  

F1 n a l  ly, intervf ews uf t h  Company personnel  revealed t h a t  several 
f i e l d  employees based In t h e  Apopka area b e l i e v e  that  t h e t r  sa lar ie s  are 
not cornpet1 tl ve w l  t h  those of other u t 1  1 1  t y  companies I n  central 
Florida. We d i d  not f i n d  firm evidence t o  elther s u b s t a n t i a t e  or refute 
t h i s  claim. However, f n  l i g h t  of the i s s u e s  t a l s e d  above, ue believe I t  
deserves further attentlon by Company management. 

When determfnfng employee s a l a r i e s ,  an In-depth analysfs must b e  
conducted perfodfcal l y  to ensure t h a t :  ( 1  1 t h e  Company I s  competitfve 
w i t h  others I n  the industry and area; and ( 2 )  fac tors  unlque t o  the 
organlzatlon, I t s  employees, and I t s  envftonment are conrldered. Without 
such an analysts,  the tu rnover  r a t e  may increase 1s a result of employee 
dlssattsfaetton with  t h e  salary structure. Furthermore, t h e  Company's 
wage and salary admlnistratlon program w l l l  be I n s f f e c t l v e  I n  achtevlng 
the o b j e c t i v e s  of external c o m p e t l t t v e n e s s  and Internal conslstency. 

b. b c k  O f  a l a r y  Guldel fries Fol loulna An Arauf s l  tlw 

Aecordlng t o  Company officials, the sa?arles o f  personnel 
from those cempanles acquired by Southetn States are brought I n t o  l f n e  
w i t h  Company salaries gtadually. For example, i f  in employee o f  an 
acqulted company Is earnlng m r e  than a Southern S t a t e s  employee I n  a 
cornpatabla poslt ion,  be  w i l l  r e t a l n  h is  former salary.  However, h i s  
future salary Increases may be less substantlal than those o f  o ther  
Company personne l .  Although t h e  Company should be cornended for i t s  
effort  t o  be f a i r  to petsonnel I n  acquired companies, no guldellnes e x l s t  
for  e i t h e r  how or over what period o f  t lme  these salar ies  should b e  
ad jus ted ,  or Indeed, if they should be a d j u s t e d  a t  a l l .  

As prevjously mentioned, one of tho prlrnary o b j e c t i v e s  of a wage 
and salary admint stratlon program should be In terna l  cons1 steney. Such 
conslstency does not necessarfly mean that a l l  employees wtth the same 
t i t l e  should earn the rime salary or wage. There my be I need for some 
flexiblltty based on such h e t o t s  as geogtaphtcal dlfferences i n  the cost  
o f  11 v i  ng and va t i  at lons 1 n tesponri b i l l  tt es, longevl t y  , and performanee 
(merit). Houevw, wlthout proper guidelines to address how and when 
salaries of newly aequfred employees w i l l  be adjusted t o  ensure proper 
t n t e g r a t l o n  Into the Southern Sta tes  current structure, the object ive o f  
conslstency w l 1 1  surely not be achfeved. Furthermore, employee mtale 
may be seriously jeopardized I f  the effort t o  a d j u s t  salaries of newly 
acqujred employees occUfs too rap id ly .  for example, I f  an outstandtng 
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employee o f  an acqulred company continuously f a t l s  t o  receive a m e r i t  
r a l s e ,  h l s  morale and product iv i ty  w l l l  almost c e r t a i n l y  be Impacted. 
The ertabllshment b f  guidelines to bring the salaries o f  personnel o f  
acqulred companies I n  line w i t h  Other Company sa lar ie s  should contribute 
both t o  the overall effectiveness o f  the Company's wage and salary 
administrat ion program and t o  employee morale. 

c .  

The Southern States m l o v e e  Handbook s t a t e s  tha t :  

n . .  .each job 4s ranked w l  t h i n  I range of pay rates 
for tha t  job eattgory. Each Job has a minimum and 
maxtmum wage asslgned t o  I t .  Employees are p a i d  
w l t h l n  the range, based on actual merit, t o  assure a 
cornpetitfve rate w i t h i n  the Industry and the area.' 

However, when questioned further about salary ranges, Company personnel 
admitted t h a t ,  although addressed In t h e  Handbook, such ranges have not 
yet been establlshed IS part of the wage and salary administration 
program. 

S p e e l f t c  salary ranges, wlth ninlmum and mawlmum rates and an 
appropriate number of fntermedlate steps,  are an essential component of 
an e t f e c t l v o  uage and salary admInlstratlon program. HI thout salary 
rangts, one o f  the primary objec t ives  o f  such a progranc-Internal 
cons 1 s tency-may not be met, Furthermore, there I s a grca ter 14 ke 1 i hood 
that excessive  bias and rubjectlvity w i l l  be Introduced Into t h e  system. 
The establtshment o f  sprclflc salary ranges should contribute 
substant ia l ly  to  the overall ef fec t iveness  of  the Company's wage and 
salary program, 

49. ( H I  The m a n v  Needs To Obtaln The T m o  r a w  S e w  l e e s  0 f A  
c i a l t s t  u u e  And Sala tv  Admints t r j t ion ,  

P t W l  
admi n 
serv i  
under 
cons u 

U t l t l r l n g  t h e  services of a wage and salary s p e c f a l l s t  will 
d e  Southern States wlth I mte e f f c c t l v e  wage and salary 
lfstratlon program. The Company has the optlon o f  retaining t h e  
ces of a s p e c i a l i s t  from Minnesota Power Corpora t ion ,  as I t  has done 

stmilat cltcumrtinces i n  the past, or using an txtetnal 
l tant .  A t  a mlnimum, the  specfallst should be r e s p o n s i b l e  for: 

a. Conductfng a formal, In-depth analysis o f  Southern S t a t e s '  
salarles t o  ensure t h a t  the objeet lv ts  o f  ex terna l  
eompeti t ivaness and In ternal  cons1 stency art met 
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b .  Establ  t s h f n g  gulde l  I n e r  whfch address whether t h e  s a l a r j e s  
o f  personnel I n  companfes bcqulred by Southern S t a t e s  
should b e  brought I n t o  l i n e  w l t h  Company salarles and, If 
so, how t h i s  w l l l  be  accomplished 

i 

c .  Developtnq sa lary  ranges, w i t h  m i n i m u m  and  maxlrrwm rates  
and an appropriate number of Intermedlate s t e p s ,  as a 
component o f  t h e  salary structure. 

I 

ErnD I o ye  e Performanre Is Not Formallv E v a l w d  A t  The Co rnpletlon O f  The 
90 Day P roba t i onarv P e r f  od. 

Newly hlred Southern S t a t e s '  employees are requlred t o  serve a 
90 day probationary per iod;  ex1 s t l n g  employees of companies acqul  red. by 
Southern Sta tes  p r o v l d e  the only evcept ion  t o  t h l s  policy. A t  t h e  
completion o f  t h e  90 day per iod ,  an informs1 dec ls ion  1 s  made by t h e  
appropriate  manager as to whether or not  t h e  Individual wlll remain 
employed w i t h  Southern S t a t e s .  However, a formal e v a l u a t l o n  o f  t h e  
s t r e n g t h s  and weaknesses exhl b l  ted  durl  ng t h l  s 1 nl tl a1 p e d  od o f  
employment I s  not conducted. S Inee annual e v a l u a t i o n s  are conducted o f  
a l l  employees each December, an employee who begins uorklng for Southern 
S t a t e s  early In the year wIll not rece ive  a formal performance evaluatic- 
for almost one year. 

I t  i s  an acceptab le  p r a c t l c e  t o  requlre formal eva luat lons  t o  be 
w r i t t e n  a t  t h e  end of I probationary perlod, with  some employers addlng 
the p r o v i s o  t h a t  I f  an eva luat ion  I s  not w r l t t e n ,  the employee Is 
considered t o  be fully s a t l s f a e t o r y .  However, we believe t h a t  a n  
eva luat lon  should be w r i t t e n  without exception t o  g a l n  the following 
threefold b e n e f l t r :  ( 1 )  t o  I d e n t t f y ,  on a t tme ly  b a r l s ,  the rmployee's 
limitations, and to address t h e  means o f  Increasing t h e  I n d t v l d u a l ' s  
overall competence; ( 2 )  to provtde  a partial basis for dete tmln lng  the 
b e s t  possible future utftltatlon o f  t h e  i n d l v l d u a l ;  and ( 3 )  to establish 
a record which can be used t o  support the d e c i s i o n  t o  terminate an 
employee. 

H l t h o u t  t h l s  e v a l u a t i o n ,  t h e  company I s  a t  increased rfsk of an 
eerual employment opportun! ty  (€EO) d t s c r l m l n a t l o n  s u f t  for wrongful 
a,imissal (especlally during the p e t l o d  between 90 days and the next  
December evaluatlon). They also  r l s k  the proper and b e s t  u t l l l z a t i o n  of 
the employee's ta lents ,  and finally, If the employee's defleiencles arc 
not documented and t tr i  nlnp tequf  rements detetmi nrd, assets may be 
damaged through employee negl Igrncr. 

50. (HI e Formal Performance Evaluat  I o n  Of Ne u EmaloveP qhould Be 
le t ion  0 f The 99 Day Ptobatfonatv Pet1 od. Conducted A t  The 

H h l l e  we can accept t h e  Company's d e c l s i o n  to use a 90 day 
probationary period, we do b e l i e v e  t h a t  a w r i t t e n  e v a l u a t l o n  should be 
made a t  t h e  end o f  the flrst 90 days o f  employment. 

-75- 

i 



1 
I 
i 
1 

I 

Jhe A D D ~ O P  rl  a t e  Manager l a 1  Sk I l l s  Are Hot Be {nu  Fvaluated BV The 
a n y ' s  Currtn t Fva l  u a t f  on Instrument 

A formal appraisal instrument I s  used to a s s e s s  each employee's 
performance on an annual basis. Using a f i v e  point sca le  wfth categories  
which range from "unsatisfactory" t o  "clearly outstanding", the 
fnstrument rates  the employee i n  f i f t e e n  general s k l l l  areas.  The 
Instrument does not assess any nranagerlaf skflls, however, and i s  
therefore o f  1 Imi t e d  use i n  @Val urti ng ruperv! sory personnel , 

To provide maximum value t o  a l l  employees, a performance 
evaluatlon system must evaluate appropriate skills f o r  each level  o f  
organlzatlonal responsl b l 1 1  ty.  I f  1 t does not, t h e  evaluatlon system 
cannot fully achieve i t s  o b j e c t i v e  of Identifying an employee's 
1 imitat ions and addresstng the means of Increasing h i  I overall competence. 

51. (HI The Cur r e n t  Fva lua t  I o n  I n r t  rwent Should E l t  her Be I rnnroved 0 r A  
1 Skills. v i s e d  To E nsure P m e  r A s a s m e n t  0 f u a e r f a  Bew One ef 

1 
E l t h e r  o f  t h e s e  optlons w l l l  Increase  t h e  usefulness o f  the 

performance e v b l u a t l o n  ins t rument  t o  management, and w i  1 1  be mre f a 1  r t o  
the employees belng evaluated. 
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BACKGROUND AND PERSPECTIVE 

The Electronic Oata Processing (EDPI  fune t ton  I s  headed by tP,e 
Data Processtng Manager who reports t o  the President o f  Southern S t a t e s .  
The s t a f f  consists of t h r e e  Work Stat ion Operators who i n  t u r n  report to 
the Data Processing Hanager. The organtzatlonal chart  for the EDP u n i t  
Is presented I n  E x h l b l t  XII. 

The Oata Processing Manager has overall responsl b l 1 1  ty  for  
control l f n g  and Alanaghg a1 1 data processing functlons at Southern 
States.  Some of these rerponrlbili t l t s  Include supetvislan and 
evaluat ion o f  personnel, tratnlng employees a t  remote locations on t h e  
usage of personal computers. and keeping a l l  hatdwate and s o f t w a r e  
functlonlng properly. Additional tesponsIbill t l e s  Inc lude  analyzing 
resource nteds,  the t jmely processing of bllling, payroll and meter  
readlng documents. The Hark Stat lon Operators are responsible for  t h e  
data i n p u t  of a l l  completed scrvlce o r d e r s ,  a l l  customer payments v f a  u s e  
o f  an optlcal character reader, and any metst teadjngs not i n p u t  by u s e  
o f  t h e  e lectronlc  meter readers.  

For several years, Southern S t a t e s  had been uslng t h e  I B M  System 
34 t o  m e e t  thetr data proeessfng needs. However, as a resul t  o f  growth, 
the Company doclded t o  upgrade the system software and hardware. T h e i r  
new IBH System 36 has t h e  capaelty t o  h a n d l e  100,000 customers. The 
customer count as of July 1987 uas 39,000, 

Oreom Systems, f n c . ,  Southern Sta tes  software vendor,  began 
Installation of t h e  new utilfty software i n  January o f  1987.  The 
software system Inc ludes  applications for bllllngs, accounts r e c e l v a b l e ,  
payroll ,  accounts payable, general ?edger, s e r v i c e  orders, fixed a s s e t s ,  
hventory,  work orders, and a p l a n t  rllocatlon program. Some of t h e s e  
appllcatlons will be phased I n  over the next  year. 

Southern States'  hardware equlpment cons1 s t s  of three remote 
personal computers (with prlntors) located a t  Jacksonvtl l e ,  Amelia 
Island, and Ven ice  Gardens. Slnce the remote personal computers can 
communicate t o  the Apopka matnframe, uork e f f i c i e n c y  I s  expected t o  
increase. As an e x m p l e ,  meter readings will be I n p u t  a t  the remote 
locatlons Instead Of betng mallrd to Apopka for I n p u t ,  A t  the  Apopka 
headquarters, t h e r e  art four personal computers w f t h  prlnters In add1 t ion 
t o  twe lve  CRfs;, three large pr inters used for p t t n t l n g  payroll, customer 
bflls and management reports; various modems; the IBM mainframe; s i x  
electronic meter reading devices;  an OCR scanner; two disk d r i v e s ,  and 
one tape d t f v e .  A s  of June 30,  1987, Southern Sta tes  t o t a l  cost 
associated wlth the new System was $162,000, Even though the  majorl ty  of  
expenses have been i n c u r r e d ,  some a d d i t i o n a l  . costs re la ted  t o  user 

, training are expected.  
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D P  CONTRnLS SU RVEY 

An EDP controls survey was used by Management Studtes t o  a i d  i n  
t h e  r e v l e w  of EDP controls. Company i n t e r v i e w s  and documents were a l so  
used t o  supplement t h e  In fOrmthm gathered by t h i s  survey. The survey 
addresses areas concern1 ng general I nformatton, organ1 zational control s , 
opera t 1 onal control s , documen ta t  1 on con trot s , and proees s i ng con t ro 1 s . 

When Southern Sta tes  completed t h e  survey I n  June o f  1987, t h e  
new software appl 1 c a t 1  ons and hardware d o v i  ees were not total l y  i n s t a l  1 ed 
or funct foning properly. The survey, however, addresses the control s 
t h a t  Southern S t a t e s  w l l l  have In place  once the system Is operating 
approprlately. 

The f l  ndt ngs and recomnendations are based upon t h e  defI e l  enc! es 
identified i n  the EDP controls survey, and are grouped by control area.  



GNERAL INfORHATInN 

The general lnforrnatlon rectlon o f  the  survey r e v i e w s  the 
organlzatfon of  the EDP u n i t ,  long and short range p l a n s ,  and 
d e s c r i p t l o n s  o f  hardware and software used by the Company. 

The EDP f u n c t l o  n Has No Wr i t ten  Plans Fnt Future  G rowth--Ne1 t h P r  fo r fhp  
Short Ranae ( 1  Nor T h n  e Lo a Ran-ge ( 2  - 5 Yea t s >  

hs mentioned earlier, Southern Sta tes  1 s  In t h e  proces$ o f  
imp1 ementlng several new Softwatt? appl lcat lons.  P c r l p h e r a l  equipment and 
hardware devtces have also  been purchased. H h l l e  we a te  not Inferring 
t h a t  these have been unwlss choices, there are  no written plans t o  guide 
and d l r e c t  t h e  f u t u r e  needs and goals of Southern S t a t e s '  EDP development. 

Planning I s  one of the b a s k  functions o f  management. I t  f s  t h e  
process of sett ing o b j e c t i v e s  and developing alternatlve strategies for 
a c h i e v i n g  them. Plannfng 1 s  tequlred a t  a l l  l e v e l s  and Is used as a tool 
t o  c o m u n l c a t e  t h e  dlrect ion of the organlzatlon. Each department's plan 
must be compatlble w f  t h  the organ lza t lon 's  broad overall plans .  

The short-range p l a n ,  which  normally covers a p e t l o d  o f  one 
year, deflnes goals I n  w r f t i n g  and Indleates how these goals should be 
carrfed out. fyplcally t h e  EDP short-range p l a n  should discuss the  
fol 1 owl ng areas: 

1. 

2 .  

3 .  

4 .  

5. 

6. 

7 .  

Goals and objectfves 

EDP r e l a t f o n s h l p  w l t h  Southern States 

Major strategles to  achie I these goa 

goals and objectives 

s and o b j e e t l v e s  

Posl t t c i s  responslble fo r  major aspects  o f  implementatlon 
v l a  top-down delegation from the Ptes Ident  

Resources needed to  achleve tha o b j e c t f v e s ,  tncludlng human 
resources 

Mllmtonrs for mjot projects such as Implementatlon of new 
app? 1 cat I ons 

E f f a c t s  of outside Inf luences on the department, such I S  
changes tn other departments, t h t  economy and trchnology; 
for example, as the customer base Increases, EDP needs for 
the Customer S w v t c e  seetton ut11 also  Increase 

1 
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I 

I 8 .  

9. Measures t o  I n d i c a t e  success.  

Altetnatlve a c t i o n s  based on these changes 

Long-range p l a n s  usually cover a tlme p e r i o d  o f  f l v e  'ears a t  a 
mintmum. A long-range plan should focus on t h e  achievement o f  g o a l s ,  b u t  
not a t  the expense o f  losing flexlbillty and sensitivity tc o p p o r t u n i t i e s  
I n  a changing market p l a c e .  

Typlcally, long-range departmental p lans Inc lude  a t  a minimum 
the fol 1 owl ng 1 terns : 

1 .  The relattonshlp t o  the Company's long-range p l a n s  

2 .  

3 .  

Department m l s s f o n ,  goals and ob jec t lves  

Strategies t o  achieve goals and objectives 

4.  Approprlate benchmarks to measure whether or  not t h e  goals 
and o b j e c t i v e s  have been achfeved.  

52 (M) Pevelob Hr 1 ttnn Pla  n s .  bot h ShO rt- And tona -Ranae. For The FD P 
EunetiPn, 

He uere Informed t h a t  the Company's EDP short-range p l a n  
cons is ted  o f  status reports prepared by t h e  software vendor. Even though 
these reports are useful t o  Southern States, we do not conslder them t o  
be short-range p l a n s .  They do not project  where Southern Stites would 
l i k e  t o  be I n  one t o  two years and secondly, t h e  Company bnould ;e 
preparing t h e l r  own shott-range p l a n s ,  not  an outside p a r t y .  

Since Southern States i s  act ive ly  setklng t o  acquire new 
companles, they m u s t  be prepared to r f fect lvely meet the a d d f t i o n a l  EDP 
demands accompany1 ng t h a t  growth. 

Organlzatlonal controls a s s 1  s t  the EDP function In meetfng t h e  
o b j e c t l v e s  of the Company. There controls address Issues such a s  
adequate dlvtston of d u t l e s  and appropriate methods for reporting t o  
senior management. 
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S o u t  h e r n  StatPs Dots Not Have An EDp S t e e  rfna C m n i  t t e e .  I 

Without an EDP Steerlng Committee, Southern S t a t e s  may be unable 
t o  accurate ly  assess whether t h e  computer system I s  meeting t h e  
c b j e c t l v e s  o f  the organization. Secondly, such a comlttee Mould  be 
responslble for assesslng f u t u r e  EDP needs o f  the Company, as well as 
p l a n n i n g  for  resources t o  accommodate those needs. 

1 

I 

5 3 . ( L )  Create An Act I v e  E l e c t t o  nfr Data  m o t s i  na Stee r I  na C$m m l  ttee. 

The membershtp of the  c o m i t t e s  should cons ls t  o f  
r e p t e s e n t a t f v e s  from sen lor  management, t lnance-aecountlng, d a t a  
processtng, and any other departments expected t o  be e x t e n s i v e l y  a f f e c t e d  
by computer processtng. They shou ld  meet  on a regular basls and take an 
a c t i v e  role I n  provldlng guidance to company management, 

Operational controls apply t o  methods and procedures establl shed 
- t o  ensure e f f e c t i v e  produetlon by the operattons sect lon.  Spec1 f i e  areas 

of rev tew Include ptevent lon  and/or d e t e c t t o n  of  errors and fraud, t h e  
physl ea1 securl  t y  of facili t i e s ,  suppl1 e s ,  f l  l e s ,  equipment and 
documentat 1 on, and d l  s a s t e t  recovery. 

Personnel  P a r t l c f D a t l n a  I n The Cash P rocess Are Not Bonded. 

Normally, employees partlr a t i n g  t n  any part  o f  the cash 
processes should be bonded. T h i s  vc d tncluda those employees who have 
access t- software appilcattons t h a t  re la te  to  cash or the management of 
funds, suih as payroll. Although bondtng Insurance w l l l  not prevent any 
improper d h e t s l o n  of funds, i t  w i l l  protect  the organtzation from a loss 
tha t  results from such act iv i ty .  furthermore, bondlng f s  mte I f k e l y  t o  
motivate such employees t o  perform a t  a higher standard of  tare and 
i n t e g r i t y ,  erprcialty t f  the bonding actlon 1 s  properly p u b l l c l t e d .  

i 
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1 

Jhe P h v s i  CAI Secur i t v  0 f Facflitles A n8 A s s e t s  Is Inadpauate, 

The EOP survey r e v e a l e d  t h a t  controls related t o  t h e  physical 
secur i ty  of f a c i l f t i e s  need t o  be Improved. A s  d r e s u l t ,  inherent  f i s k 5  
are assoc la ted  w t  t h  Southern Sta tes  + physi ea1 recur4 t y  o f  facl1 i t l  e s .  
for i n s t a n c e ,  wlthout a pre-Set schedule for changlng key locks a n d  
combinat,lon locks there 1s an Increase of the risks typlcally a s s o c l a t e d  
w t t h  facillty access,  such as loss from t h e f t ,  damage, or destructfon o f  
supplies, f t l e s ,  and tqutpment.  

Improvement I s  also needed I n  f l r e  protection of facflltles. A s  
an example, emergency I n s t r u c t i o n s  concernlng main l i n e  power shutdowns 
and a1 r eondl t loning shutdowns have not been addressed with  employees. 
No emergency procedure or f i r e  p lan has  been ptomfnently posted nor do 
f i re  procedures assign spec l f l c  employee t e s p o n s l b i l i t l e s .  Furthermore, 
there has been no recent  testing of these procedures and emergency number 
stickers have not been placed on a l l  telephones. 

Currently, srnokl ng 1 s a1 lowed I n  the Oata Processing Manager’s 
O f f i c e ,  which i s  adjacent t o  t h e  computer room, and In the  supply 
warehouse. Consequently, the risk of loss by f i r e  I s  Increased for those 
supplies and old records, such as computer ptlntouts t h a t  are stored 
w l t h i n  the supply warehouse. Furthermore, I f  supplies such as 
pre-pr inted btlllng notices ate destroyed, no wrt t ten agreement e x i s t s  
w i t h  supply vendors concernlng emergency replacement servi ee--a practl c e  
whi eh cornpounds the out-of-stock r lsk.  

Any Increased risk t o  the physical securfty of Company 
f a c f l l t l e s  may present potenttal loss to any part o? t h e  EDP system.  
Therefore ,  p t o t e c t l n g  t h e  complete system should be an important 
organitatlonal concern of Southern S t a t e s  

5 5 . ( H >  rove Adm I n l s t r a t i v e  Co ntrols To -v ide B e t t e  r P h f 1  Y S  c a  
secu t i t v  O f  Faef I l t l e s  A nd A s s e t s  

A t  a mlnimum the followlng controls should be employed: 

o Kry locks and combination locks should be changed according 
to a pre-set crl t e t i a  

o F1 re emergency ins t t u c t l o n s  concerning mal n power 1 1 ne 
shutdown and rl r condl t l o n f  ng shutdown should be provl  ded 
t o  rmployees 

o An emergency procedure or  f l r e  p l a n  should be posted 



o Employee responstbtlltles should 

o Emergency ffre procedures should b e  

o Emergency numbers s t l c k e r s  rhou 

emergency procedure 

telephones 

be outllned f n  the  

t e s t e d  periodical ly  

d b e  placed - on a l l  

o A no smoklng tule  should be enforced I n  any area where 
computer hardware and rupplles are located 

o A wrf t t e n ,  forma? agreement concerning emergency s e r v i c e  

o A supply of c r i t i c a l  forms should be s tored  o f f - s l t e .  

should be obtained from supply vendors 

f h p  Controls Ptoteetl nu co m u t e r  Du 1 pn! ent  Fro m Oamaae Are M i n f a  

Southern States p r o t e c t l o n  of computer equlpment against  flre, 
flood, and pouer variances or outages 3 s  I i m l t e d .  The ptotectfon 
cons ls ts  o f  ( 1 )  a no smoklng QQliCy, whlch 1 s  not enforced i n  the 0 
Ptoccsslng Manager3 off ice ,  but Is enforced i n  the actual room hous 
t h e  computer, two portable Halon fire ext lnguishets,  smoke and f 
d e t e e t l o n  dev ices ,  and (2)  some employee t t a l n l n g  on what to do I f  a f 
occurs.  

The sutvey disclosed several non-ex! s t e n t  equipment control s wh 
are normally arpected I n  a computer room. A s  a result ,  t tsk of damage 

' epulpment Increases. These d s f l c l e n c l e s  Inc lude:  

t a  
ng 
re 
re 

ch 
t o  

t h e  computer 

0 

0 

0 

0 

0 

0 

0 

0 

* 

1 There are no documented f i r e  procedures for  the computer 
room 

The power source t o  the computet r m  i s  not Independent of 
t h a t  used I n  the remainder o f  the bulldtng 

)lo unlnterruptlblt power system has been Installed t o  
compensate for the a f f e c t  of  power varlances 

No d e f t n l t e  schedule for t h e  Inspect lon of  cabling, 
junctlons, and power contro? panels e x l s t s  

No Halon 1301 (permanently Instal l e d )  system ex1 s t s  

Current floor drainage .I s unable to handle unexpected 
flood! ng 

No pumps are avallable to remove water accumulatlon 

No aux i l la ty  power system e x i s t s .  
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Although i t  may fidt be f e a s l b l e  t o  correct a l l  o f  t h e  
deficiencies indicated, we b e l f e v e  t h a t  a t  l eas t  t h e  f l re  procedures can 
be addressed now.- The risk assochted w i t h  non-eompllance w i t h  t h e  
others temalns apparent and will escalate I s  t h e  EDP f u n c t l o n  continues 
t o  grow, There fore ,  we b e l i e v e  t h a t  s t e p s  should also be taken t o  
address the  other, more complex Issues c i t e d .  

56. ( H I  D e v e l o ~  W r l  t t en  F1 re Procedures For The Cornouter Room. 

Southern S t a t e s  should develop formal , w r i t t e n  f i r e  procedures 
for t h e  computer room. These procedures ate  needed t o  l l m t t  t h e  t i m e  
spent on deelslon making. They should I n c l u d e  management and employee 
responslbili t l e s ,  evacuatton routes, cxtingulshet l o c a t l o n s  and opera t ing  
procedures , n o t i f i  cation procedures. and f i r e  prsventlon technlques such 
a s  t h e  no smoking p o l f c y  I n  the computer room. I n  a d d l t l o n ,  procedures 
should vary aecotdlng t o  f i r e  severl ty .  

57 I (HI Qbta ln  The Se t v l c e s  0 f A Oua l f f i e d  Co m u t e  f CO n s u l t a n t  Tp 
Evaluate Eau i riment P r o t e c t  I on Co ntrols. 

Southern States should, a t  an early date,  obtaln t h e  services o f  
a q u a l l f l e d ,  computer consultant t o  asst  st them I n  effectively 
determinlng whfch of t h e  temalnlng d e f i c l e n c l e s  s p e c t f l e d  in the f i n d i n g ,  
are cost beneficial to  correct. In addl t lan,  the consultant should be 
able t o  adv ise  them of good qualtty equipment that may be requtred t o  
a1 l e v l a t e  t h e  d o f l c l e n c l e s ,  Last ly ,  the consul tant  should g t v e  
consldctatlon t o  Southern S t a t e s '  future growth and a d v i s e  them o f  the 
approprfate Steps required for determtning when to correct t h e  
def le lencles  t h a t  origfnally prove to be non-cost beneficial. 

buthot! zed Access To The m u t e r  Room Could Be East 1 Y Comaroml sed. 

Currently,  Southern States uses I key lock system t o  p r o h l b l t  
unauthorlztd access to the equipment I n  the computer room. 

Dutfng the course of the audlt ,  no unauthorized entry I n t o  t h e  
room was observed. However, hjding the key I n  t h e  Data Processing 
Manager' J off ler next door does not const i  t u t e  adequate key sccut l  ty, 

I t  appears t h a t  the  Company understands the s t g n i f l c a n c e  of 
p t e v e n t l n g  unauthorized access t o  the computer room, However, Southern 
S t a t e s '  process for recompl1 shlng t h l  s deterrence necessitates s t r i c t e r  
c o n t r o l s .  

-85- 



58 (HI tal s To n t  The Pote n t h l  R1 sks Assoe l  a t e d  
Wlth Unautho r l zed  Fnt  rv TO The Q m m t  e r Roo m, 

A s  a suggestion, the Company may want t o  consider  t h e  
installation o f  a pushbutton securlty lock. One advantage 1 s  that  they 
o f f e r  an exhaustlve 1 ist of posslble combinatlons, 

A t  the onset of the audt t ,  Southern States had not developed a 
wtt t ten  d i s a s t e r  recovery plan .  However, s f n c e  that t l m e ,  they have 
taken steps toward developing one. The r e s u l t i n g  two page p l a n  enpresses 
some b a s l c ,  mlnfmal preparatfons and procedures for responding t o  I 
disaster o f  any kind. I t  contalns priortty listings o f  c t l t f c a l  and 
non-critlcal appllcations and assigns s p e c l f l s  t e s p o n s f b l l l t l e s  to the 
Oata Processlng Manager and Comptto? l e r ,  Furthermore, t h e  O.P .  Manager 
In tends  to document t h f s  p l a n  beyond i t s  o r f g l n a l  content as the t l m e  
demands of lmplementlng the new computer system lessens. 

A d d l t t o n a l  development and o r g a n i r a t f o n  w! 1 1  be requi red t o  
a c t o m d a t e  the various, objecttves of any such p l a n .  These o b j e c t l v e s  
should i n c l u d e  the teduct lon of t i m e  spent  on declslon making durlng a 
c t l s i s ,  llmtting financial loss, and Identt fyfng alternatives  for  
aecompl I s h l n g  data  processlng s e r v l c e .  

To a c e o m d a t e  these various o b j e c t i v e s  , Southern State's 
disaster recovery plan should provfde a t  a mlnImum the followlng s p s c i f l e  
1 nfotmatlon: 

1 .  

2. 

3 .  

4 .  

-ce R p q u I r ~ w  An overvlew o f  t h e  resources 
requlred t o  facllltate a prompt recovery from any dtsaster  
which typically Includes vital records, such as backup, 
documentatlon and data fl l e s ,  remote s i t e s ,  vendors, and 
contract personnel 

I t l e a l  h l  i e a t t o  ns: A l i s t  o f  c t l t i c a l  recovery 
&PPI katlons by prlorl t y  and Insttuctlons for restoration 
o f  those appl l  cations 

t l  a1 Abb 1 Icatlens : A l l s t  of non-critical 
rppl ieat ions , by ptlority 

Svstem Soft ware Recove rv: A plan  for rsstorlng system 
software a t  the back-up facility s l t e  
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5.  

6 .  

7 .  

6. 

9 .  

IO. 

1 1 .  

12. 

13. 

Hard ware And So ftware Docu mentation : An Inventory  of a1 1 
computer hardware and software a t  the  var ious company 
locattons as well as hardware and software requirements a t  
each backup r i t e  

mmuni cat ions  Documentat Ion: A I l s t  o f  Southern Sta tes  
network configuratlon 

ersonnpt ; Instructfons t o  ensure personnel are p r e p a r e d  
!n case an emergency occurs, e . g . ,  requirements  a t  backup 
s t  t e s  

S l t e  P l u n l n a :  I d e n t l f l c a t i o n  o f  Southern S t a t e s  
short-term and long-term backup s i t e s ,  what w l l l  be 
provlded a t  both l o c a t i o n s ,  and how and whom t o  c o n t a c t  t o  
a c t i v a t e  each s l t e  

yendor Contracts : A l l s t  o f  vendors who c u r r e n t l y  support 
and supply Southern States w I t h  communications equipment,  
hardware, and backup s i t e s  and an overv iew o f  each o f  t h e i r  
pollcy statements concerning disaster recovery. Vendor 
contracts are tequlrod t o  expedi te  the process o f  hardware 
recovery, communl cat ion  recovery, and backup s i t e s  

J : Instructions concerning what needs t o  be 
done and who w i l l  do I t  i s  soon as a disaster I s  recognized 

B a c k u  51 t e  Preparatfp n: I n s t r u c t i o n s  for 
p t e p a r i  ng t o  move Southern Sta tes  ' data process i ng 
funct ions t o  a remote s i t e  

COverY A t  B a c b D  S I t e r  Instructtons for  t h e  activities 
a t  t h e  backup processing s f t e s  

r n  To 0 r f a i n a ?  0 r facilitv : Instruct ions for  
trans1 t ton from backup s l  t e  to Southern S t a t e s  computer 
f a c t  1 i ty. 

To a l d  I n  the development, maintenance, and enhancement of t h i s  
p l a n ,  Southern S t a t e s  should assign an employee, preferably the Data  
Processing Manager, t o  be the Dtraster Recovery Plan Admfnlstrator. 
Addf t iona l  rdmlnlrttator duttes would typically include maklng periodic 
checks ul t h  vendors t o  reaffl t m  dlsaster recovery arrangements prevfous ly  
made and ste lng tha t  personnel Involved In the p l a n  ate  properly t r a f n e d .  
T h f s  Information, as well as o b j e c t i v e s  o f  t h e  p l a n ,  should a l s o  be 
Included I n  t h e  plan .  
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Should Exnand T h p l t  Olsaste  r R  eCo v r  e v u ther  n S t a t e s  P 1 n  a 1 n t~ 
lnnal .  CornDrehwslve P l a n .  

No matter how large and complex O r  how small and slmple  the 
computet  system, formal plannlng t s  requlred t o  manage and reeever from 
disaster events. The p l a n  m u s t  be comprehensive and address a wlde range 
of potential disasters. i t s  goal should be t o  preserve the i n t e g r i t y  o f  
processes, not particular i t e m s .  The p l a n  should also be as detalled as 
p o s s i b l e .  for I n s t a n c e ,  i t  should specj fy  key personnel and t h e t r  exact 
d u t l  er and responsl b i  1 ! t i e s .  furthermore, t h e  p l a n  mutt deal w i t h  how t o  
carry on a t  the t i m e  o f  the dlsaster  as vel1 as how t o  b t l n g  a c t l v i t l e s  
back t o  normal Prioritles m u s t  be spel l e d  out and each department must  
have input t n t o  the p l a n ,  Once the p l a n  is developed, the  procedures 
s p e c i f l e d  by I t  should be perlodfcally tested, rev iewed,  and updated t o  
ensure 1 t s  e f f e c t l v e n e s s  i n  an emergency s l tua t lon .  

Rtadab t l l t v  0 f Oft -51  t e  co mDute r F l l e s  1 s  Not Tested. 

t 
used as back-up to those malntalned a t  
y t e s t e d  for readability. Therefore, 
S ta tes  are destroyed and t f  o f f - s l t e  
f t c a n t  t ime  and money are los t  as a 

O W - s l t e  f i l e s ,  whlch a r e  
Southern Sta tes ,  a t e  not  perlodlcal 
i f  t h e  f l l e s  on-site a t  Southern 
f f l e s  are not readable, then slqn 
r e s u l t  o f  havlng no usable f l l e s .  

W E N T A f l O H  CONTROU 

Adequate doCUmmtatlon o f  computer systems, programs , and 
opetating procedures must e x l s t  to ensure a complete and accurate 
understandlng o f  computer processing a c t t v l  tl B J ,  The survey covered 
establlshrnent, control and security o f  documentatlon. 

Our review o f  t h i s  area resulted I n  119 s l a n l  f t cant tl ndl n u .  
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Processing control 5 guard the  actual processfng and 
dissemination of d a t a .  The EDP. survey reviewed areas where controls 
should e x i s t  I n  t h e  processlng functlon: i n p u t  and output, review and 
rupervi sion , nogot l  ab1 e documents , hardware and software, and termi n a l  
and comunication controls.  Of these processing areas ,  two were found to 
have deflclencles--revlew and SUpetVls ion,  and negotlable documents. 

There Are No Que t a t t n a  S t a t t s t  i c s  A va i  lab l e  for Hanaaement Rev1 ew, 

No operattng statistics are generated t o  show the tlme sDent on 
normal productlon, reruns, t e s t  and programer support, equlpment and 
software maintenance. scheduled down time, or id le  time. Without these 
o p e t a t i  ng s t a t 1  s t i  cs management t s unable to evaluate computer ttrne 
uttlltation and monitor t e p e t i t l v e  down tlmr occurrences. 

- 
O p t r a t t n g  s ta t i  s t l  c s  can be enhanced by automatleal ly ttacki ng 

t h e  volume and reasons f o r  errors r e s u l t i n g  t n  reruns and halts in 
productlon t i m e .  

Blank Checks Are Hat Adeauate l v  Secu r d  . 

The Company's blank checks are stored I n  a locked f i l e  cabinet  
that is much mte conducive t o  the  storage of o f f i c e  supplies than t h e  
storage of blank checks. I t  Is located I n  a corner hallway and cannot b e  
directly s m  ftm anyone's o f f i c e .  Because of  I t s  locatton, the blank 
checks cannot be ml ly mnl tored for unauthotlred use. 

I n  vftu of Southern States size, the posriblllty o f  employees 
knowing the locatlon of the checks 1 s  greater  than a t  a larger company. 
A greater r lsk of the?t also rxlsts because t h e  storage cablnet I s  easily 
entered. Even though Southern States has not ewpcti enced any ptob l  ems 
concerning the location and reliablllty o f  blank check storage, 
precautionary measures are needed a 
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62. ( H I  Blank Cherks S h o u l d  Be Sto  red M o t e  Se curel  v, 

Southern S t a t e s  s h o u l d  consjder chanq i  ng both t h e  l o c a t i o n  and 
t h e  type of storage facility f o r  blank c h e c k s .  

Th is  section addresses two addl ttonal 
recommendatlons not  referenced by t h e  EDP controls survey. 

f 1 nd i ngs a n d  

ern S t a t e s  Is Not 11s I n a  The CornDutet S v s t e  m To Automat f e a l l y  
Generate Infor-n Notfees 0 r F lvers  fa  Custome r s ,  

From t i m e  t o  t ime ,  Southern S t a t e s  i s  tequlred t o  n o t i f y  
customers of buslness Concerns such as rate Increases or changes i n  
ownerrhlp due t o  acquisitions I Typically,  address labels are generated 
by the computer system and manually p l a c e d  on a billing i n s e r t  or f l y e r  
before mat 1 i n g .  Thi  s p a t t f c u l a r  procedure, however, could become q u l  t e  
tedious and t lme consuming dependlng upon the number o f  customers t h a t  
must be contac ted .  

Southern S t a t e s  should u s e  t h e  new corny ker system t o  generate 
any n o t l c e s ,  f lyers,  or b t l l l n g  inser t s  to customers wi th  pre-printed 
addresses and names. U s i n g  paper tha t  i s  the same s i t e  as that  used for 
btlling would make f t  easy t o  send both  t h e  b l l l  and notice I n  t h e  same 
envelope. 

Currently, the system 1 s eapabl e o f  p r i n t 1  ng customer messages 
on the back of billing not ices .  Southern States should conttnue t o  use  
t h l  s method of d! sSemi natf  ng I nformatl on whenever appropr ia te .  

63. ( H I  

rds Is Mot An E f f i c l e  n t  Use Of Th 
p f f fce /Persmd Hamaer’s T ime,  
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employee t i m e  cards ,  as w e l l  as t h e  e d t t  of payroll Informatjon 
processed. T h l s  ent l re  process 1 s  performed by the  OfflcelPetsonnel 
Manager and normally requi tes  two days per week t o  complete. 

U s l n g  a manager t o  perform data  entry would seem t o  be a n  
i n e f f l c l e n t  use of resources. This task should be delegated. to d a t a  
ent ry  personnel, whose salary and  tesponsl b l l  1 t l e s  are better matched t o  
data  I n p u t .  

Delegat ing t h a t  data I n p u t  w i l l  a1 low t h e  Offtce/Personnel 
Manager t o  devote tlme to mre appropriate prlorf t i e s .  These a c t i v f t l  es 
inc lude  performance evaluatton, development of pol I c i e s  and procedures, 
long range plannlng and development of personnel 

64. ( H I  Data Innut  Of Pavtoll Records Should Be Perfo rmed B v  Data F n t r y  
Personnel. 

During the course of the a u d l t ,  the need for confldentialfty o f  
salary Infotmatlon was dtscussed .  We agree t h l s  I s  a I e g l t l m a t e  area-df  
concern, b u t  also  believe I t  could be easily handled. 

‘ I  
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f X .  PURCHASING AND INVFNTORY CONTRQl 

BACKGROUND AND PE RSPECTtVE - 

The ttsponsl b t  I! t i e s  typi ea] ly a w l  bed t o  a purchasl ng f u n c t i c n  
a t e  assumed by a number of d i f f e r e n t  SSU employees and are not  
central i t e d ,  No purchasing deDartment or coordinator ex! s t s  t o  
assimilate a1 1 of the various purchasfng and Inventory control func t fons  
I n t o  one. 

The Company's Genetid Manager serves 1s the prlmary p u r c h a s e  
authorization pofnt ,  appr0vIng most purchase requests over $100. 
Purchases o f  less than  $100 Of emergency t tems can be approved by the  
Accounts Payable Clerk. She alJ0 m a f n t a h s  payable f l  l e s ,  processes 
vendor Involces, and I s s u e s  purchase orders. A I  1 processed t n u o l c e s  a r e  
routed t o  the O f f l c e  Manager for payment authorlzat~on. A f t e r  checks are 
cut and tevlrwed, they are sent t o  accounting for f i n a l  e d i t  and 
s ignatures .  

Inventory I tems are  stored I n  Apopka's central warehouse, f i e l d  
o f f l c e  storerooms, and serv ice  trucks. There I s  no Inventory control 
system, although t h e  new computer ptovtdrs the capabllity for one t o  be 
deve 1 oped. 

L i k e  m o s t  other areas o f  the Company, purchasing has  no formal 
pollctes and procedures t o  gulde  and d l r e e t  t h e  employees. A s  a r e s u l t ,  
numerous inconsl stenci  e s  and process fnadequacl es were noted dur ing t h e  
aud i t .  These are IIsted and discussed I n  subsequent pages. 

Pol 1 c f  es and procedures are the foundatton for an otganl zed,  
e f f l c l e n t ,  woll-controlled purchasing funct ion.  The process c f  
developfng them 1s Important In and of i t s e l f  because i t  forces 
management to b u i l d  or create the function from t h e  ground U P .  
Inconsi stencies , tneffleiencles, and control weaknesses of ten become 
apparent during t h e  process, and can be corrected a t  t h a t  p o i n t .  

There should Include a1 1 aspects  of purchasing, t e c e f v h g ,  
Inventory Control I and warehoustng as well as addressing those S p e C f f k  
Items dlscusstd I n  subsequent f lnd lngs .  
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SSU has begun 
lower per-unf t p r i c e s .  
phl losophy. Yet ,  there 
o f  thorough cos t-bene-fl t 

Whlle the  I n l t l  

t o  purchase selected t tems in bulk q u a n t l t l e s  a t  
On t h e  surface, t h l s  would seem t o  be a wise 

f s  no evidence that management performed the  kind 
analysis I dectslon Ilk# t h i s  warrants. 

a1 pet -un l t  cost may be l e s s ,  bulk  purchases hav'e 
a number of assoclated c o s t s  which must be considered. There include the  
c o s t  of money, storage, and  f lr ld d i s t r l b u t i o n  expenses, and o t h e r  
carrying costs such as I n t e r e s t  expense. Without an waluatlon of a l l  
aspects  of bulk purchases,  t h e  true b e n e f i t s  w i l l  not be known. 

66 ( M I  Develob wc fes And Procedures R w l r f n a  fpst - &eneflt A nal  vses 
To - m a d  f Far A l l  Bulk Put-e Decisions,  

' I  

D e t i  t l  VP Blddfna Is Not Ut11 i z c d  For The Selcctlon 0 t m t a n e e  
C6veraae. 

The Company uses one Insurance agent for a l l  o f  the varlous 
pollctes and coverages. The select ion o? that agent vas not based on a 
formal evaluation or compet l t ive  b lddtng  process. As a result,  SSU 
cannot be reasonably eertaln tha t  I t  i s  t e c e l v l n g  the b e s t  coverage for 
the  lowest c o s t .  

Insurance ptemlums shou ld  be treated l i k e  any other major 
pure hase dcc l  s 1 on. The des1 red package o f  1 nsurance coverage shou 1 d be 
presented to Interested agents for proposals, and the results empitlcally 
evaluated. Only then can SSU be assured o f  the b e s t  protection for Its  
money. 

6 7 .  tH) Rpvnlpp Procedutrs To W t l t l v e l v  B l d  All f n s m c c  Polley 
mdlusL 

The P y t c b u  Urdet G m r a t l o n  And -a1 Processes Ate  formal And 
Incanstrtcnt. 

As t w l t  of the Company's lack o f  procedures, the ereatton 
and apptovrl  of a purchase order <P*O. )  Is handled I n  sevoral d i f f e r e n t  
ways depending on who YOU ask and the p a t t l e u l a t  sf tuat lon.  Generally, 
I t  appears that the Accounts Payable Clerk can and doas rpprovr many 
purchase orders under $100 and w e n  some over that amount. The Central 
Hanagat and/or the P w l d e n t  typically approves P.0.r above t h t  $100 
l l m f  t ,  however theto are exceptions. 

I 

I 
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The process I S  Sometimes elreurnvented or manipulated by the 
f l e l d  s t a f f s .  I f  the General Manager 1 s  reluctant to approve a g i v e n  
purchase, the field-often g e t s  what they want by e i t h e r  d e c l a r i n g  f t  an 
emergency Item and buying It anyway, o r  going above the G . H ,  to t h e  
President. Thts serves only  t o  usurp the General Manager's a u t h o r i t y  a n d  
compromise the t n t e g t i t y  and what ltttle structure the P.0,- process  
currently has. Because It 1 s  $0 informal, SSU employees are a b l e  t o  gare 
the system; they learn who t o  ask for what,  and when t o  j u s t  go buy I t .  

Appropr late  pollcles and procedures will go a long way I n  
eorteetlng t h i s  s l t u a t l o n ,  and e s t a b l i s h  b e t t e r  f i s c a l  controls as well, 

68. (HI  O @ V @  1 0 D  A Format Purc hare n t d e t  ADPtoval Procesr And IneormraQ 

A t  a mlnlmum these procedures must: 

Establlsh I cha ln  of command for P.0. approval. The 
General Manager should be t h e  focal polnt for approvals. 
SSU's Pres ident  would be CQnSulted only f n  the mort u n i q u e  
cases,  and by the General Manager directly 

S e t  s p e e l f l c  guide1 Ines and parameters for P.O. genera t lon  
and approval: who, what, when, where, and how much t o  
create an audit tral l  and control potnts. 

Spec! fy very e x a c t i n g  c t l  terfa whl ch emergency purchases 
must meet 

Create a revlew and a u d l t  process t o  ensure t h a t  those 
cri terl a are being fol1 owed 

Re-evaluate the f l e l d  o f f ices '  pe t ty  cash funds and t h e i r  
Impact on the P.O. generatlon and approval process 

E s t a b l i s h  a paper audf t  trail o f  required approval 
slgnatures and slgn-offs. 

The Inventorv  Co n t t o l  Svstem 1 s  I n a d e w  

Probably a mOfe accurate assessment 4 s  t h a t  there 4s no 
Inventory Control system at Southern S t a t e s .  A1 1 ordering, stocking, 
watehousl ng , and 1 sruance tasks are hand1 ed very Informal ly and 
Inconsistent ly from l o c a t i o n  to locatlon. 
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"Whilt there 1 s  a central warehouse located I n  Apopka, i t  does not 
actually funct ion in that  capacity. Parts and equipment are  kept I n  an 
unsecured area Of the watehouse. They are nelther numbered or 
I d e n t i  f l e d .  Most Qf the  f j e l d  locatfons malnta in  Storeroomsa and several 
have developed thrlr own b a s i c  h w t o t y  e o n t t o l  systems. The Company's 
trucks art also stockec w i t h  a variety  of parts and suppl ies , -a l though 
t h e r e  are no standard h u a n c e  procedures here, e i t h e r .  

Regular I n v r n ' w y  counts and rrconclllatlons ate  not done and 
SSU cannot d e f l n i t i v s '  f say what they have or  how much. There 1 s  a 
compute r-genera t e d  par f t nven tory, but  Company personnel acknowl edged 
I t s  Inaccuracy. So n add l t lon  t o  the lack of useful management 
1 nformatlon, there 1 s a tremendous OppOrtun~ ty for shrinkage. 

Par ts  Issuance var ies  by locatlon, but I n  general, there a w  
v f t t u a l  ly n~ controls or procedures addressing t h l  s aspect  o f  Inventory 
control. When possible, SSU attempts t o  charge parts  t o  a parttcular 
job ,  but even then the  actual Issuance of those parts i s  poorly 
control 1 ed.  

The Company, for I t s  part ,  reallzes t h a t  there I s  a tfmely need 
for  an Inventory control system. And the  new computer ptovlder them w l t h  
t h e  c a p a b i l l t y  t o  develop an excellent system. There are numerous o the r  
tasks t h a t  must be accompltshed I n  conjunctton w I t h  any system capabllity 
enhancement. 

1 .  

2 .  

3 .  

hnpouer = The development of the process t r  gofng to 
require a sizeable, up-front manpower comitment to 
accompltsh t h e  tdentiffcatlon, cataloguing,  numberlng, 
referenetng, and computet I n p u t  o f  the thousands of 
dlffetent  parts. 

Development - Concurrent wlth those tasks w f l l  be the 
development of pol 1 c i  es a procedures, controls, and forms t o  
support the system. T h i s  w f l l  o f  coursi require e x t e n s i v e  
evaluatlon and Input from the f l e l d  o f f l c e s ,  especially 
those ut t h  s toterooms. 

Position Arslgnment - SSU w i l l  need a full-time 
pwchasing and Inventory control coordinator to  maintaln 
the  system once I t  1 s  opetatlonal. H i s  duttes w i l l  requite 
close coordlnatfon w f t h  the f l a l d ,  IS well as w f t h  the 
account1 ng , EDP, and current "putchas t ng" staffs . 

6 9 .  ( H I  plan. D ~ ? o D .  And Xmlement An Inventoty Control S v s t p m ,  

1 
I 
I 
I 
1 
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ProIpLt  F t l e s  A re Inadeauate. 

Two s e t s  of p r o j e c t  f i l e s  are maintained a t  SSU--one by t h e  
General Manager and one by the P r e s l d e n t .  We reviewed I number o f  
project folders from both s e t s  and found t h e  major l ty  t o  be Incomplete 
and inadequate. 

The project f f l e s  are In tended t o  I n c l u d e  a l l  documentatfon o f  
t h e  b t d  process, approvals, contracts, and other supporting data SO t h a t  
the process could theoretfcally be reconstructed i f  necessary, as well as 
provide an a u d l t  trail. C u m n t l y ,  they do not  meet t h i s  c r l t e r t a .  
Noted def t  c! ene i  es included: 

a. I n  several cases, the reqcired number o f  b i d s  were abser; 
wl t h  no expl anatf on why 

b .  vo j u s t f f l c a t f o n s  +ere offered for not  choosing t h e  ?owes:  
i d  

e .  HI sstng or Incomplete  Investment  P r o j e c t  Authorization f:rms 

d. M l s s f n g  or unsigned contracts 

e .  Documents not  I n  chronological order. 

The tcsultlng f f l c  condlt lon makes f t  d i f f i c u l t  t o  use  them for  
t h e f t  intended purpose. A s  the Company grows, and t h e  number o f  c a p i t a l  
p r o j e c t s  grows, t h e  p r o j e c t  files w l l l  only g e t  more unmanageable. 

70. (L) -1 1 sh Procedu res For Orqa n i z l n a  And H a l n t a f n l n a  Prniect  u 

i 
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I 
x.  TRAMSPORTATION MANAGEMF4 t 

1 

BACKGROUND AND P E R S P E C T U  

Southern States does not have a formal tranrportatfon management 
program or an organlted prevent lve  mi ntenance program for  t h e 1  r sixty-  
three vehl  el e fleet . F1 fty-n! ne vehi c las  art owned and d i  spersed 
throughout the varlous Company locat ions.  The four remajning v e h f c l e s  
a r e  leased and operated out of the V e n l c e  Gardens of f ice .  

Generally, Company v e h i c l e s  are purchased as opposed t o  b e i n g  
leased. However, upon i e q u l r l n g  new systems wlth  leased vehfc les ,  such 
as the recent  rcqutsition of Vcnfcr  Gardens, Southern States normally 
te ta lns them. The vehlcle lease contracts at Venice Gardens w l l l  e x p l  re 
I n  1989 for t h r e e  vehlcles and in 1990 for one v e h l c ? e .  

A l l  v e h l c l e  purchases m u s t  be approved by t h e  Pres ident .  
Normally, dlsposal occurs when the Company b e l l w i s  a vehlcle becomes too 
cost ly  t o  mr lnta ln ,  as I n  excessive  repairs, and has been f u l l y  
depreelated. A t  t h a t  t l m e ,  employees are glven the opportunlty t o  submit 
b l d s ,  which m u s t  be no less than $50.00, and the employee w f t h  t h e  
h l g h e s t  btd I s  awarded the v e h i c l e .  

r 



Th H- n P t v n i v  H I  n Pr m F r  
I t s  Vehlcles. 

Ho written p lan  1 s  avaflable t o  assfst  the employee I n  
scheduling maintenance at proper tntervals and no Indlvtdual I s  d i r e c t l y  
tesponsf b l  e for  the p r e v e n t h e  maintenance of a1 1 Compahy vehl  e l e s  a t  
Southern States Consequently, mahtenance Is performed when each driver  
be l  I eves 1 t 1 s needed. U n w t  t t e n  Company pol i c y ,  however, 1 nforms 
d r l v e r s  t h a t  they should check vrhlcle o f 1  routinely and change 1 t every 
3000 m l l e s .  The dfspatehet may also remfnd drivers when an o l l  change f s  
due. However, the lack of a formal vehlcle malntenance program Increases 
t h e  chances that  maintenance will not be performed unlforraly so t h a t  the 
maximum vehicle rcllablltty and longevity can be reallred. 

Other t t s k s  and c o s t s  associated wlth d t i v l n g ,  Increase w l  thout 
a scheduled p r e v e n t i v e  mafntenance program. The posstbi  l i  ty o f  employee 
fnjury Increases when vehic les  have not been well malntafned, 
Inexpensive, minor r e p a h  may evolve I n t o  major ones. And Southern 
States my be forced I n t o  repalttng the vehicle under emergency 
condl tlons and p t f  c e s  rather than negotf a ted ones. 

7 1 . ( H )  Develob A Ssbeduled Prevm t 1 ve Ma 1 n t m r e  Prooram for A I  1 
y e h f c l e s .  

A p r e v e n t h e  maintenance program pays o f t  ctrlefty i n  mafntalnlng 
avallablllty of vehlcles whlch leads t o  consistent production and b e t t e r  
utillzatlon of  the work force. Secondly, I t  allows a company t o  g e t  the 
most m l l e s  out of the i r  vehicles.  

V e h l c l e s  should be placed on t h e  prevsntlve malntenance program 
at the t tme of acquisftion. The scheduled malntenance plan should be i n  
wrf t f n g  and based on vehfcle mtleage between mintenance intervals. 
V e h f c l e  maintenance records of a l l  Southern Sta tes  vehlcles should be 
kept a t  t h e  Apopka headquarters, and Include: 

0 

0 When the next m i d  ntenanee s e t v i  ce 1 s scheduled. M lea9e 
should be recorded t o  ensure preventjug maintenance when 
requ i red 

t 
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o Names and I d e n t t f l c a t I o n  of each major p a r t  repaired or  
rep1 aced, 1 nc 1 udl  nq manufacturer I s I dent1 f i c a t i o n ,  
w a r t a n t i  es , and other  i nformatlon. 

HI t h  Southern States new computer system, oppottunl t y  e x i  r t r  t o  
automate t h e  record-keeplng element of  t h f s  function. 

The Co mDanv Has No faetlitv O r  FrPe r t l se  To Ha ndl  e Veh l  c l e  M a l  n tenance  
Jn-House, 

Hhlle company drivers do occaslonally change a t \  and light 
bu:5s, they do not (and should  not be expected t o )  g e t  involved i n  
general vehl e l  e mal ntenance. A I  though t h e r e  may be 1 solated 1 nstances o f  
d t f v e r s  becoming mfe involved I n  vehlcle tepalr, i t  1 s  not s t a n d a r d  
c o m p a n y 4  de pol  1 cy and rhoul d not be encouraged by management. 

A t  present the Company pollcy 1 s  to have s t g n l f l c a n t  repairs a n d  
maintenance done a t  varlous local garages; and recognlzlng t h l s  as maybe 
be lng  too cost ly ,  the Company Is investlgattng the feasibility o f  an 
In-house tepa1 r and mafntenancc Pael 1 i t y .  

A f t e r  cornpletlon o f  t h e  study, an approprldte strategy should be 
developed, documented, and fotlowed. 

contrarv To m a  nv Pa I#cv._eomDanv Yehlc les  A re Used For Pe rsonal 
Peaso ns Bv F i e l d  Personnel 

The majority of Southern S t a t e s '  v e h i c l e s ,  a l l  of whlch bear the  
Company Idtntlflcatlon, a t e  asslgned to s p e c l f i c  f i e l d  personnel who are 
on-call 24 hours a day, rrven days a week. Consequently, they are 
atlowed t o  dr ive  Company vehicles home from work. Management 1 s  w i f e  
t h a t  drivers occasionally use these vehicles f o r  personal business.  A s  
an example, an employee may stop a t  a convenfence store during lunch or 
w h l l e  d r l v f n g  home from work. Such pract ices  occur even though a written 
Company pol I cy  cxl s t s  forb idding t h e  personal use o f  Company v e h i c l e s .  
There should be no Inconsf stency between pol ley and praettee.  
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Company Image I s  very important t o  Southern S t a t e s  and I S  
reflected by management's Coml tment to v e h l c l e  appearance, T h i s  poi  i c y  
stater that "It I s  important t h a t  t h e  Company v e h i c l e s  project a good 
appearance because I t  i s  a d j r e c t  r e f l e c t i o n  t o  t h e  Company as a whole." 
In keeping wlth t h i s  phllosophy, Southern States i s  plannlng t o  b u i l d  a 
vacuum and c a t  wash center a t  the  Apopka o f f l c e .  

But Company fmage can also be enhanced by restricting t h e  
personal  use of Company veh le les .  For Instance, w e n  though rtoppfng a t  
a convenlenca store may seem q u t t e  harmless to an employee, ratepayers 
may develop negatlve perceptlons about the management o f  Southern S t a t e s  
when soeIng a Company v e h i c l e  parked a t  a local store especially after 
hours. T h i s  1 s  why the majorlty of Florfda's utlltttes have dlscontlnued 
the personal use o f  company v e h i c l e s .  

Employer morale Is of course Important to the management at 
Southern States.  As a result, the Company I s  senrltlve to  the e f f e c t  
th l s  kind o? pollcy may have on employees. Often t imes ,  a policy which 
rrt tr lc ts  behavlor that  was sllowed In the past, may have a negatlve 
Impact  on employee morale. Management should e x p l a l n  the Importance o f  
Company image and how the employres can p lay  a v i t a l  role i n  enhanetng i t  
by not  uslng Company veh ic les  for personal business. Furthermore, 
because o f  the lax Reform A c t  of 1986, t h e  Internal Revenue S e r v i c e  I s  
a c t l v e l y  inves t iga t ing  the  use of company vehi e l t s  for personal reasons; 
and I t  employees are found t o  be b e n e f l t h g  from personal use o f  Company 
v e h l e l e s ,  they w l l )  be lfable for a d d l t l o n a l  Income tar. 

7 3 .  ( M I  The Pollev Couernina Personal O f  Qmanv VehItles Should Be 
ed And E n f o r a  

! 

1 
I 
1 
1 
1 
I 
1 
1 
\ 

the employee handbook t o t  Southern Stater clearly s t a t e s  that  
"Company v e h i c l e s  are not t o  be used for personal use.'' T h i s  poltcy 
should furthat  specify the importance o f  Company Image, personal use of 
Company w h l c l a s  durlng breaks and lunch as well IS personal use a f t e r  
working hours. Furthetamre, the pollcy should explain the consequences 
Of not abfdlng by Company pollcy. Management should also ensure 
enforcement of t h i  s pol 1 cy throughout t h e  Company. 
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The f l e e t  management funetton 1 s  not governed by a s e t  o f  
wrl t t e n ,  comptehensl ve pol i C i  eS and procedures. The employee handbook 
does reference acc ident  procedures, the persondl use o f  Company v e h i c l e s  , 
and t h e .  consequences of drug and alcohol use w h i l e  operating I Company 
vehic le .  But these references are no t  nearly comprehenslve enough. 

pol 1 cl  os and procedures for t ransportat ion management shout d b e  
p u t  i n  w r l t t n g  t o  eliminate any opera t iona l  lneonsts tenc ies  among 
employees, such as when and what kind of b a s i c  malntenance i s  performed 
on Company vehl cl  o s .  W t f  t t e n  pol 1 c l  es and procedures a1 so shot ten  t h e  
training process for new employees. Another b a n e f i t  I s  t h a t  they speclfy 
management's r x p c c t a t l o n s  of employees IS well as what processes must  be 
followed t o  achleve a Certain tesul t .  Furthermore, pol l c i e s  and 
procedures assf s t  tn maIntalning good organ lza t lon  by d e f t n i n g  c lear  c u t  
1 Ines o f  author1 t y  and tesponsl b l l i  ty. For example, Southern States i s 
i n  the  process of creating a maintenance coordlnator function, The 
ttsponrlbllltles o f  t h l s  funct ion  should be s p e c l f i e d  I n  t h e  
transportatlon manual. 

Once t h e  policies and procedures are developed, I t  f s  
management's rcsponslbll Ity t o  see that  employees authorized t o  operate a 
Company vahlcle possess a copy. Management must also determine t h a t  t h e  
employee c l e a r l y  understands what 1 s contalned In those procedures. 

Pol 1 cl  es and procedures should be perlodl ea1 l y  rev1 ewed t o  
ensure they are up t o  d a t e .  S j n c e  condi t ions  I n  an organization or 
department are subjec t  t o  change, po l ic les  and procedures are also 
s u b j e c t  t o  change. A s  a suggestlon, the General Manager cou?d b e  
responsible for updat lng t h e  transportation manual. 

7 4 .  (HI UP w r l t t e n  Pol f c f e s  And Procedu res For T ri3nSPOttat 1 On 
nanaarmfnt. 

The pollcles and procedures should clearly d e f i n e  . ( it  a minlmum) 
the f o l  lowlng: 
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1 .  

2 .  

3 .  

4 .  

5 .  

Who I s  i l f g i b l e  to drtve a Company v e h l c l e  and why 

What klnds of vehicles are to  be used w i t h t n  the  f l e e t  
( s i t e ,  e n g i n e ,  equipment) 

What e t f t e r i a  wlll  be used to determine when a v e h l c l e  w i l l  
be t e t l r e d  

Purchari ng procedures 

Responsi b11 i tl es of the  Maintenance Coordl natot 

6, What k i n d  o f  b a s t e  malntenanee i s  to be performed and a t  
what Intervals. 

1 .  

2 .  

3 .  

4 .  

5 .  

6.  

A c e l d e n t  procedures 

Payment of f lnes or penaltles for any traf f lc  v l o l a t i o n s  
whlle operatlng a Company vrhtcle  

Safety precauti onr 

Repatrt, t l re s ,  and other matntonance 

Gas purchase procedures 

Company 1 mage. 

I 

A 1  though 1 nftrquent, there a t e  occastonr that  repuf t a  an 
employee t o  use thetr own vehlc le  for Company busfness. I n  most 
ins tances ,  the employe* I s  allowed t o  purchase ga5 a t  the Company’s 
expense. S m t l w  the  employee must obt&ln prlor approval for t h e  
purchase, and a t  other t l m e s  the  approval 1 s  not required. In elther 
case, employee d l s c m t l o n  i s  the  only mechanism used to  detemIne how 
much gas 1 s  purchased. 
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Employees are currently rehbursed on a per-mile b a s i s  t n  a t  
least  one locat ion.  This k i n d  of  refmbutsement i s  a standard business 
p r a c t i c e  and f a l r  t o  both the  Company and t h e  employee. I t  I s  a l s o  
easier  t o  track personal rnj l eage  and m o d  tor  the reimbursement proces 5 .  
Southern States would be well served by developing t h i s  pollcy, 

The pollcy should clearly d e f l n e  a t  I mfnlmum t h e  fo t lowlng:  

1 .  Who i s  e l W b l e  t o  use t h e h  personal car f o r  Company 
buslness and why 

2 .  How and when such use w f  1 1  be approved 

3 .  The basfo and CUndltfQnS on which reimbursement u l l l  b e  
made, to I nc? ude p e r 4  1 e cost. 

Several years ago, Southern States developed a sa?ety and 
mal ntenance check1 1 s t  for Company vehl c l  es . The i nrpectlon s h e e t  
consfs ts  of f t e m s  that  should be examined dal ly  I S  well as i t e m s  t h a t  
require less frequent inspectton.  Unfortunately, I t  1 s  not betng used. 

There are benef i ts  to be d e r i v e d  from employing th is  form and 
because safety 1 s  dlrectly related t o  preventive mafntenance, t h e  
b e n e f f t s  rppllcable t o  one are a lso  appltcable t o  the other. These 
benefi t s  include rrduclng the rlsk o f  accidents and fn jur les  t o  employees 
and the publlc. Secondly, the Inspection sheet can be used as a tool t o  
a l e r t  drivers of safety roqulrements by g i v i n g  them the t e s p o n s l b i t l t y  of  
regularly emple t lng  the form. furthermore, the eheckllst may a l s o  b e  
used t o  enhance the preventive malntenance records. 

76. (MI v l s e  And Re insta te  The Use Of The Truck fafetv/Hai ntena rice 
C h u k u S L  

Southern S t a t e s  should consider makfng two d t s t i n c t  check1 t s t s .  
One checkltst should address safety related I t e m s ,  such as the working 
eondft lon o f  ltghts, the u n i t  radio, horn and any other  related i t e m s .  
This sheet should be completed dally by the d r i v e r  and may be r u b m l t t e d  

t h  the employee ttmesheet, 
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The second checkl lst  shou ld  address areas more re la ted  t o  
prevent ive  malntenanee. These items M i  11 t y p i c a l l y  requlre less  f requent  
exarnlnation and may I n c l u d e  the r e v f e w  o f  brake and t ransmission f l u i d  
l e v e l s ,  c l e a n l h e s s  of a i r  filters, t l r e  wear and any o ther  re lated 
I t e m s .  I t  should be vpdated and m l n t a l n e d  by the employee responsible 
for prevent! ve maf ntenance of  Company vehf c l  es . 

Sout h e m  States Lac ks Adsauate Cant rols To Prevent ' f h r  Potent  I a l  
H i  S Q P g  rODrlatlQn 0 f Gas0 1 i ne Purchases 

Any employee asslgned a Company v e h i c l e  I s  tespons lb le  for 
purchasing gasoline when needed. The purchase 1 s  made a t  a local stat lon 
on a Company account and usually occurs each mrnfng,  The d i s p a t c h e r  i s  
then contacted and t h e  v e h i c l e  m i  1 eage * number of ' gal lons purchased, and 
the  cost  are repor ted  and entered I n t o  the v e h i c l e  log as w e l l  as t h e  
employee d a i l y  t ime  sheet ,  The v e h t c l e  log i s  also used to monitor 
v e h l c l e  rnlleagc and a l lows d ispatch  to notlfy d r i v e r s  when an 0 1 1  change 
should be made. 

Even though data  concern! ng the purchase of gasol Ina 1 s reported 
several ways, no reeoncl l la t lon I s  made between tha v e h i c l e  log and t r ?  
monthly gas b i l l .  Southern S t a t t s  relies on the tntegrtty o f  t h e  
employee and t h e  local s t a t l o n  t o  prevent  any I t t e g u l a r l t l e s .  

During the course of the  a u d i t ,  we uere Informed that  Southern 
S t a t e s  was I n  the procsrs of developing a f o a r l b l l l t y  study ~f I n s t a l l t n g  
Company gas pumps a t  t h e  Apopka o f f t c e .  Whi le  t h l s  could be a potentlal 
so lu t ion  t o  Increasing control over purchases, i t  probably  I s  not y e t  
j u s t t f i a b l r ,  given t h e  number of vehtcles i n  the f l ee t  and In p a t t l c u l a r ,  
the number I n  the Apopka a r i a .  

However, In regards t o  the  f e a s t b l l f t y  study belng developed, we 
believe that the approach belng used war not comprehensive enough, e.g . ,  
I t  d i d  not cons ider  the t o t a l  dollars expended for gasoline for even the 
previous year, l e t  alonr a 3-5 year period.  

I f  I n  the f u t u r e  the Company wants t o  take another look a t  
owning t h r l t  own pumps, they need to start  keeping proper c o s t  s t a t i s t i c s  
t o  support a proper cost-beneflt  study. 

I 
I 

1 

I 
I 
1 
1 
I 
1 
1 
1 
1 
I 
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77.(H) r For E ma 1 ovee Purchase Of I n e .  

A range of gas mileage per  vehicle should be establlshed and 
computed wfth each gas purchase. Thfs in format lon  should be recorded on 
t h e  vehicle log and reguhr ly  revfewed by management. Any variations 
from the establtshed gas mileage range should be ewamlned, However, 
employees should not be considered the sole source o f  t h e f t .  Controls 
tcqut r i n g  the driver to report the purchase p r i c e  per gal lons to d i s p a t c h  
will assist  In reducing the risk of t h e f t  by any local s t a t i o n .  
Furthermore, t econcf l fa tbn  should be made between the gas charge s ?  i p s  
and t h e  vehicle log. 

78.(L) tm To Track Wollnr F w r e s .  

f p u t h e r n  Sw-ttGettlna An A m a t e  Return On I nves tme n t  From 
Yehicles Sold  To E m  1 w e e  5 

Southern S t a t e s '  employees are g h n  t h e  opportunl t y  t o  submit 
bids,  whlch must be no l e s s  than $50.00, for the purchase of Company 
vehicles whtch are ready for dlsposal .  Th is  practice, however I s  not 
allowlng t h e  Company to gain the  greatest posstblr return on t h e i r  
vent e l  t s  . 

As shown i n  E x h l b t t  H I I ,  s i x  vehlcles were told t o  Company 
employees a t  a total dlsposlt fon prfce o f  f l , l P O .  As a resul t ,  the 
average selling p r l c e  of each v e h i c l e  was $198. Actual selling p r i c e s ,  
however, ranged from I400 t o  $100, and vehic le  models varled from a 1978 
ford ptckup to a 1982 Chevrolet Chevette. 

Based upon market analysis and accordjng t o  the NAOA blue book 
value ,  a f t i t  rdjustment for hfgh mileage, the w e t a g e  retail value of 
each o f  there s l x  vehiclas should have been $1,520* The d i f fe rence  
between t h e  average p t l e e  per  vehlcle ( S 1 9 8 )  and th r  average retall v a l u e  
per vehicle ($1,520) discloses an amount o f  $1,322 whlch could have been 
tecelved for each vehicle. 

According t o  our est imates,  though roughly computed, the  total 
value whlch should have been recovered 1 s  $9,125. Therefore, i t  i s  
estimated that  Southern States lost approximately $7 ,935  i n  vehicle 
dfsposals far 1987 alone. 
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EXHIBIT XI I I 

SOUTHE.N STATES UTILITIES. INC. 

UEHICLES PU.CHASED BY EM PLOYEES I N  1981 

VOl I CLI DISCII PT I Oft SALIS PIlei 

m1 Cht)roltt Plei'p m 

1988 'its'n Pl:iup 2 >8 

1988 Dodit Plck'p m 

1978 Ford Plci'p @68 

19'8 (ord Plci'p m 

1982 Cht)roltt Cht)tttt 4ee 

110m 

MOTI: aIlla'l Il'alJ KAJul fll IICMICJ1 WAS 51,5Ze 

aIlla'l 'aJl' fllCl fll LIMICJ1 wa' I 191 

aMlla'l NO.·IICOIIIIJ 10JJal'/LIC"ICJ1 51,3ZZ 

Il'U1L V.WI • 

12,'ee 

1. ?e8 

10m 

1,2eell 

1.2eell 

m 

190m 

• la'I' OM Jowl" IJUl 1001 KaJUI (allUS'11 fOI NI'. "IJIA'I), 

.. laSl1 ON .alll' A.AJT'IS (lUI '0 a'I), 

SOUTet: C2,&n3 Rteor4. and FPSC an&I3'I' 

-1.-

Ul7lcWRS 
MOT COVDD 

I(2,m) 

(:.258) 

(1. '78) 

( 1.848) 

(1. A88) 

( 225) 

1(1,935) 



The procedure should include s t e p s  t h a t  t n t e r e s t e d  employees 
should take I n  submitting b t d s .  I t  should also explaln how t h e  average  
retai 1 value 1 s determlned, whIch may be through the use of t h e  NADA b l u e  
book, through market anal ysi  5 ,  or through obtai n l  ng I qual  i f i ed 
a p p t a l s a l .  Above a l l ,  t h e  pol\cy should emphasize that only a f t e r  t h e  
average tetatl value has been determined should a dect r lon  be made upon 
an acceptable  m l n i m u m  b f d .  f h l s  procedure should ensure Southern S t a t e s  
an Increased return on Company vehicles. 
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A C K N W G M E  HT OF F PSC P A R T I C I P A N T S  

The precedlng management a u d i t  report o f  Southern States U t i  1 1  t i e s  , 
I n c .  was produced by the Bureau of Management Stud1  e s  u l  th!  n t h e  D l v !  s t  on of 
Audl t !ng and f i n a n c l a l  Analysls.  Any questlons r e g a r d i n g  t h l s  report should 
b e  d i r e c t e d  t o  the P r o j e c t  Manager, ferry Ktamer a t  (904) 488-8147 or write 
t o :  

Florlda P u b l i c  S e r v i c e  Corn1 sslon 
Bureau o f  Hanagemsnt S t u d i e s  
101 East Calnes Street 
Tallahassee, Florfda 323994865 

A s  P r o j e c t  Manager, I would l f k t  t o  acknowledge and commend t h e  
f o l  1 owl ng 1 n d l  v i  d u a l  s for the1 r eonttf buttons to t h l  5 report: 

Pverall H a w n t  and R e v f e  W :  

Tlmothy J .  Oevlfn, Dlrector,  DAFA 
Deborah Flannagan, Deputy D i r e c t o r ,  OAFA 
Hark L a u x ,  Bureau C h i e f  

qLLd1 t P e r f o r m a w  

Dave Kesler, Senlot  Management Analyst  Supervisor 
Dal e DeHatt  , Management Rev1 ew Spec! a1 1 s t  
Dal  e Knapp, Sen1 or Management Analyst 
Shei l a  M I  11 er, Senior Management Analyst 
Annet te  Pearce, Senior  Management Analyst 

Carol Womble, Admlnlstrattve Secretary 

Our acknowledgments would not be complete wlthout recognlz ing 
the technical e x p e r t l s e  contributed by t h e  D i r e c t o r  and staf f  of t h e  
D i v l s f o n  of  Hater and Sewer whleh enabled US to proceed with more 
assuredness. 

Terrence L.  Ktamer, Project Uanager 

t 

I 

I 
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E x h i b i t  __ ( F U - 4 )  

Page 7 o f  4 5  

H E H O R A P D U I :  

June 1 3 ,  1986 

PROM: DALE A .  KNAPP,  DIRECTOR, DIVfSfOH OF WATER AND SEWER 

We are,  through .this memorandum, rtqu*Sth9 management audi t  

of Southern States Utiliti.8, fnc. (SSUI). U* are requesting th. 

audit  because of our concern over tbe 8 f f i C i e n t  mnagcrncnt of tba 

u t i l i t y  ccmpany. 
t 

We are concerned that SSUI i 8  k i n g  managed using 

I crisis management approach which u l t i n 8 t d y  end8 up coating ulr 

curtaperr. The goal t h a t  we h o p  the 8udi t  will achieve will k to ' 

improvc upon the  af f ic imcy of sSU1 nanrgemnt which will and up 

bnmfi t ing  the c u i t ~ ~ e r m  'a8 well. 

c 

. Caapany Background 



E x h i b i t  __ t F L - 4  1 
Puge 2 of 4 s  

good but has never materialized, Instead t h e  opposite has 

occurred, costs have gone up. This we feel  is p a r t i a l l y  due t o  ’ 

S S U l ’ s  haphazard acquisition program which has resu l ted  in the 

acquisition of small %om and p p ”  type systems. These t y p t s  of 

rystems ire expensive to  operate. We a l s o  feel that costs have 

r isen  due t o  the i n e f f i c i e n t  management of B S U I .  

L i s t e d  below is same general information t h a t  you will need to 

accomplish the management a u d i t  r 

Utility 8ddrt8S:  

Southern Stater Utilities, f n c .  
7S0 West Colonial Drive 
Orlando, Florida 32804 

T8lephonai (305) 125-1695 

I i m e s  and Titles of Utility ContaCt8t 

Jack P* C h i m f  Executive Officer 
CharIrr L. Sweat Prmaidmnt 
T8t- R W #  Control 1 ar 

. Judith Kiahrll Rata Diractor 

a 

C-ptitivm bidding Practicer 

T b  B e d  for a RW officr building. 

w e m e r a t  of a 8 h  flow. 

2 
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The appropriateness of leasing equipKent v s .  purchasins. 

Company ' s u t  i 1 i t y  acqui si t ion program 

Time management- ( i c :  proper time records) 

Hlanpwer utilization (especially f i e l d  pcrscnncl) 

Planned plant  expansion v s .  crisis management ( p r o j e c t s  
followed through to completion) 

Nepotism. 

Time and expense of managing other utility ~tmpanicr. 
(Spreading of rmployccr to thin?) 

Financial management through a budgeting proccrr 

Efficient  use' of computer aystcmt - Aeecrr to computer ryrtcm - - T i m e l y  accmas to detail Information - 
Adequata use of computer system opcrationr 

camputerftad information V I .  Panu8lly kept 
in f otma t i on 

~ n t r r n r l  comaounfcation both intrrnrlly u l d  with parent 
corptition 

Proprr training of f i a l d  office prrronnrl OCI proper customer 
..rvico 0 



PleEst l e t  US know when you would like t o  m e t  on this matter 

and 1 w i l l  make a l l  of the  appropriate s t a f f  available. 

A t  t achrncnt s 

c c :  3111 Talbott, Deputy Executive DircctorlTcchnical 
Water and Sewer Hanagtment 
Nark h u x ,  Bureau Chief, Nanagtrncnt S t u d i t s  
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becaber 18, 1986 

Hr. Charles 1, Sweat, Presldent 
Southem Sutes U t i l l t f e s ,  Inc. 
IO00 Color Place 
Apopkr, F I m  32703 

Dear Mr. Sueat: 

Southern Sbus  U t i l i t i e s ,  Inc, (SSUI} has been selected by the 
Florfdh Publfc Scrvice Corrafrrlon t o  rccrivt Cmprehcnrive ManaQemt 
Audit. Your selection ws based upon ths Cmirs fon ’ r  &sfre to extend 
I t s  mnagement rudl t  coverage to the water and s-r Industry 8ttd upoa 
the r r c m n d r t i o n  o f  our DivIrfon of YaWr and Stwer. 

I t  i s  the purpose of soeh audits t o  r r v l r w  the tconorly md 
efficiency o f  the oprratfons of the rudftee and W mke reeoaPrndrtionr 
for improvements when they a n  found t o  k a pmprtate. Such audits 

those aspects of thtir opcrrtlons where they am dolng rn outstanding 
job. The w d t t  wlll k conductrd by the W f f  o f  our Cbnrgemnt Studftr 
Bureau, and 1 fjnrl report will be presented to the Cooisston. 

me rubit w i l l  cover, a t  a mfrttwm, the , f o ~ ~ a w j n g  areas of your 
o p r i  t f on: 

also provide tk opportunity for the rudl tac  W P rpmrr the rudltort ~ 4 t h  

5. Asset I b n r m n t  

6. Custoncr Scrviccr 

ne a n  reserving the right t4 Idd  additional rrkm of  concern duriq 
th course o f  thts  nvteu, i f  dnred Ipproprjrte. 
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AS a preliminary preparation, r e  request t h a t  tne folloufng a c t i o n s  
be m e n  by your cwpany: 

hold rn i n i t i a l  r u d f t  COnfemct .  k, Terrence 1. Krmt o f  our 
knagement Studies S t a f f  has been appointed 4s the Project 
Manager for t h i s  project. He will be contrctlng you i n  the near 
future t o  conf i rn  the time and p l a c e  for  i n  I n i t i a l  conference 
i n  late January or early February 1987. 

Des4pate a W n y  o f f l c l r l  t o  be responsible for audi t  
interface w i t h  wr s t a f f .  Ye suggest that  thls be an officer, 
o f  the company since it Is $-runt t h a t  they be caprblt of 
renderfng an opinion as t o  tht proprietary andfor confidential 
nature o f  the f n f o m t i o n  requested by our auditors. Please 
advSsc Mr. Krwr o f  the pcrson so dcrlgnated. 

him I writ- annomcmnt t o  r l l  o f  your employees, informing 
tm of this revim 8nd soliciting their fullest coopratton. 
Ye have found t h a t  such a letter serves t o  greatly lvducc 
anxiety or  rtluc.t4nec to prrticipats t h a t  ern arise when 
employees arc not fully fnforwd o f  both the purpose of our 
presence i n  t k I r  work tnvlronwnt, and tht ittltudr o f  Corprny 
knag#ent  toward such 4 sWQ. 

1W7 so IS to allow us to fui1lrritt oulwlvcs, .om fully, 
wlth the coaprny structure m d  opcrrtions, tha informtfon 
rrillrble through these rourcar should p m I &  us with 
sufficient kull to prepam wr ptclfmfiwy work plans Vfth a 
a ln lwi  o f  parsunrl contact w i t h  your employws, prior to tcIt 
actual fjeld interuicks. me detrfls o f  pmuldfng SKJI 
aoeumntation cm be m e e d  out by your rppolnwd coardlnrtor 
w f t b  )6. Krucr. 

fwntrh US With the 8mChd Ii.St O f  dWWntL+.-3rYrwy Eo6 

I w l d  l ike to thank you i n  rdvrncc for your cooperrtlon 8nU for  the 
tffortr o f  a?]  Southern Stater personnel toward the satlrfretoiy and 
txpcdftlous cmplctlon o f  t h i s  iudft .  In turn, yc pled* to yw mat n 
wlll wkt every effort portfble to minlritr *fifrrruptfons W your woe 
schedules, md ptovlde r#, Wrth a f a i r  a~ iqrttirl mmgcwnt r r v i c r  of 
Your operrtfons. 

P h s e  tontrct 
questions r y l r r d l  ng 

m 1f 1 can be of  ay msistrwc or  rnmt any 
this audit. 



DOCUMENT REQUEST 
UUTHERN STATES UTILITIES, INC. (s.$,u.I) 

1. Organizat ion Charts 

2 .  Systems Location ~ a p  

3.  policy Procedures MnuaIs. 

- Complete F l r .  Operations 

- F l a .  map locs t jng  a l l  systems regulated and non-regulated 

4. 

5. 

Flow cbarts and/or descriptions of Major Operations 

Statements o f  6oats L mjrctives 

6 ,  Copies o f  S U I  Audit Reports (and Annual Reports) for  p a s t  ffve 
years. (Not your PSC Annual Reports) 

7 -  Copies o f  parent company (Universal Tdcpbonc, Inc. and Minnesota 
Power) Annual Reports for past  f fvc  years, as rvrilable. 

8. Salt o f  Uncecurca Hotcs current l i t e ra ture  proufdtd to purchasers. 

0. A copy of the !bnagem?nt Operation Cantracts providing fo r  operrtlon 
of non-owmd ut1 1 I ties. 

10, A copy o f  rgretlwnts and explanation of working nlr t ionrhips w i t h  
other affillrtos such as Dclmna. 

- 11. 'Speratjng and ~asttuctfon'bttdgcts f o r  past  thtw years. 

12. Projected Business Plan or s l s i lrr  document. 
(Note: Yr hive a copy o f  your PtoJeekd 1985 Business Plan. Pleast 
provide my such doclrartntt issued w e  recently.} 

Employees Handbook or rlrilrr docucnf. 
(Yotec: we hire I copy o f  your July 1983 Employees hnQbook. 
provldc rqy such doerPenU Issued mre recently,) 

13: 
Please 

' L l t c S t  SEC fOm 1OK f o r  $SUI. I f  pmprcd. 

15, - t e s t  S€C fom 10K for Minnerou Pmr.  

J 



I 
frbtuary 11, 1987 

Ms. J u d f t h  J .  KIAlball, CPA 
Rate Df rector 
Southern Stater Uttlitlcs, Inc .  
loo0 b l o r  Place 
Apopka, f l .  32703 

Dear Hr. Kimbalt: 

RE: S.S.U.I .  Management A u d l t  

Thank you for your letter o f  January 29th and for the documents whlch 
acconpanlcd I t .  We were illpressed w i t h ,  and greatly rpprrctitsd, the 
profrsslonil!sr wlth whlch the documntatfon was assembled. 

As b r ie f ly  mentioned I n  wf letter of  februrry 3rd, we lodr forward t o  
tectlvfng the rtrwlnder of our orlghal document tequtst (Ref: letter December 
18, 19861. i n  congunctlon w i t h  that rddfttonrl Urtr, we w J d  rpprrchtc rout 
added response to the followfng: 

Item: 

1. t at lon C harts - The 8urfness Plan 1985-87 ( p g b  12) contrlns a 
%%hart; however, YI could use one with mra details. 

3.  P w  ProcCdyrir - Please advise t f  such & document I s  
rviilible and baing sent, 



GENERAL M U G W E N T  REVIEW 

OF 

SOUTHERM STATES UTILITIES, MC. 
( A  Uatcr. and Scwer 9 r v f c c  Compmy) 

PROJECT 

-'ORIENTATION 

BRIEFING ' 

A p r i l  6. lQB7 
i 



AGE YDA 



0 TO KQUAINT SEWIOR EXECUTIVES YITH OUR STAFF 

o TO AWSYER QUEStSOYS ABOUT THE AUDIT 

o TO OBTA1H AyAREwfSS AND PERSPECTIVE REUTIVE TO THL 
CWAYY ' S  OPEIUTIIJG EMYIROWEYT 

-1 - 
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State of Florida - 

0 

mmismonori: 
MICHAEL McK. WILSON, CHAIRMAN 
THOMAS M. BEAR0 
0ErPT EASLEY 
GERALD L. (JERRY) GUNTER 
JOHN f. HERNWN 

September 11 , 1989 

Hr. Charles E.  Hood 
V l c e  Ptesldent Adrnlnl strat lon 
Southern States Ut1  1 it! es , h e .  
loo0 Color Place 
Apopka. F1, 32703 

Dear H r .  Hood: 

RE: 4 t h  Ouartnrlv R w t .  Dated A~gurt 20. 

We have rtou completed our t e v l e w  of the docmnta t lon  whlch you 
subml t t e d  I n  support of your requests for closure o f  Recwnendatlons Mol. 
6, 8, 9, 13, 33, 38 39, 47, W,  58, 60, 61, 63, 64 and 79. We are  pleased 
t o  in for r  you that we have agreed t o  close (See Attachment A) a l l  of the  
requests except No. 6 (See Attachmnt B).  

Out records now show the current status of your 79 toemendat ions t o  
be: 40 closed, 35 open, and 4 i n  our Agree-t+Oisagree category (See 
Attachment C). 

We arc extremely pleased wlth the results o f  your re-evaluation o f  
the  17 i t e m s  I n  the Agree-to-Disagree category which allowed you to change 
the  status on 13 of  those Items to "agree to implement." Of those 13 
Items, we vert able to close 8 with the remalnlng 5 being I n  the *openm 
category. Your w i l l  Ingness to keep an open r i n d  and your coopetatlon have 
benof! ted us both. Thanks. 

Your next report wi l l  be due an November 20th. 1989. 

SI neerely, 

z- 
Terrence 1. Ktamet @a 
Sr. Management Analyst II  

TLK: cw 
CC: David Suafford, FPSC 

Tin Dcvlln, FPSC 
Deborah Flannagan. FPSC 
tlsr Harvey, FPSC 



State of Ftoriida 

October 10, 1990 

Mr. Charles E. Wood 
Vice President, Administration 
Sou+Arxn States U t i l l - t i e s  Services 
1000 Color Place 
Apopka, Florida 32703 

Dear Hr. Wood: 

Re: 8th Quarterly Report, Dated September 7 ,  1990 

We have completed our review of your report,and we have 
agreed to cloes u of the open recormtndatione you requested 
closure for (see Attachment A ) .  We also haV8 agreed t o  close 
r e c m n d a t i o n o  2 and 4 dum to the substantial change in 
omrational management and based upon the documented plans and 
dircussionr presented. 

A8 is our umual practice, you will find explanations for the 
four recommandations which wm did not close (Nos.6,66,75 & 7 8 )  in 
Attachment B. 

Our record8 now show the following status of your 22 
rmcorrandntiong: opm-ut ClomrU M t  and a in our Agree-to- 
Disagree category (mee Attachment C )  . 

Thank you for your timely response and the quality of t h e  
d-ntation you are presanting. Your next report will be due 
on I t w e r  20,1990, 

Sincerely, 

Terrence L. Kraaer 
senior Hanaqsrment Analyst TI 
Bureau of Management Studies  



Mr. Terrence L Kramer 
Senior Management Analyst 11 
Bureau of Regulatory R e v i e w  
norida Public Sewice Commbian 
101 E, Gaim Stmt 
Tallahassee, Ff, 323- 

~f we nave mmwd anything along the way, let me know. 



I 

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



State of Florida 

CormmiPriwCir: 
THOMAS M. BEARD. CHAIRMAN 

.I. TERRY DE4SON 
B E n Y  EwiLEY 
LUIS J. MUREDO 

’ SUSANRClARK 

June 2,1992 

Mr. Charles E. Wood 
Vice Resident, Planning and Engineering 
Southern States Utilities Services 
loo0 Color Place 
Apopka, Florida 32703 

Dear Mr. Wood: 

Re: 15th Quarterly Report, Dated April 20, 1992 

We have completed our review of your report, and we are pleased to be able 
to close recommendations Nos. 34 and 35 which are closely tied to each other. 

Congratulations! The closing of these two recommendations brings us to the 
completion of the Lmplementation Program Our records now show the following 
status of your 79 recommendations: ODea - 0 ; Closed - 77 ; and 2 in our 
Agree- to-Disagree category. 

Thank you for your cooperation and dedication to the requirements of the 
implementation program. The timeliness and quality of the documentation you have 
provided has been appreciated. We wish to commend you and all other participants 
involved in implementing these recommendations, for the professional manner in 
which you have responded and completed this program 

However, there is one final piece of information that we s t i l l  need horn you- 
a synopsis1 of the costs and benefits derived as a result of this audit/implementation 
process. Would you please compile a report, listing all identifiable and significant 
($S,OOO or more) costs and savings associated with each recommendatioa Your 
narrative comments concerning any non-quanaable recommendations of particular 
benefit to your operations would also be welcome. Thank you! If you have any 
further questions, please call (904) 487-1325. 
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0 

0 

0 

0 

STUDY APPROACH 

O R I U T A T I O N  METING WITH SENIOR MWAGEMEWT W THE CWMY 

INTERVIEW SELECTED C W A Y Y  PERSOWEL 

REYlEY AIJD ANALYZE ALL WTA COLLECTED 

DEVELOP FIHDIffiS AND UECamEWDATIWS 

REVJEY THE fACfS AMD PRACTICALSTY W OUR FlWDMS AWD 
RECOWYYDATIOMS wrm OQEFUTI~JG I~AWA~EHEYT OF THE WAAY 

PUPARE INITIAL D W T  QF MPORT 

SUWIT DWT TO C W A Y Y  FOR REVfLY AWD FORMU m W T S  

1. 

2. 

3. 

Sol ic i t  CorPprlby's Cmplttfon o f  Cort/8WmMt 
h l y s i r  iomr 

for LlCh 

PRESLMT FINAL REPORT TO THE COmISSIWERS 
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CWAWY INVOLVEMENT IN THE MANAGEMENT FLEVIEY PREESS 

0 

0 

0 

0 

0 

0 

0 

PROVIDE WORKING SPACE AMD A COORDINATOR 

PARTICIPATE I H  XWTERVIEYS YJTH W&E#NT STUDIES STAFF 

PROYIDE DOCUMUTS AS REQUESTED 

REV IEY FI WDIMGS AMD RECOmEMDATIOISS FOR FACTUM ACCUUACY 
YITH W R Y T  STUOIfS STAFF 

W I L Y  DRAFT W REPCRT AND PREPARE STATmKT W 
MREPYYT OR DISAGREEMENT YlTM EACH RECWI IDATION 

FOiWS FOR E X H  

PREPARE O€TAILED ACT1W PLUS FOR WlEWTIR E X H  
REConQWMTJW; OR A DETAILED EXPUYATIOIJ OF DIUGRLEEMT 
PREPARE. QUARTERLY STATUS REPORTS aF ALL UCWtlDAf lWS 
MOT TET 'CLOSED' 

RESPWD TO ALL REQUESTS FOR A W ) I T f O W  EXPUIUTIW 
-/OR DDCUEYTATIW 

PARTICIPATE I N  M O M  DIAL06 TO TRY TO RESOtYE AU 
RECO)WISDATIOWS f M  ~ I S & R € ~ n f  

4- 
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The f l o t l d a  Publlc S W v l C e  Comnlrslon ( C m i  i o n )  by state  law, 
I s  charged wI th  the r e t p o n s i b l l i t y  for regulattng not only the  r a t e s  
used,  but  a l so  the q u a l l t Y  of the s e r v i c e  ptovlded by the p r f v a t e ,  
1 nvestot-owned u t 1  1 I t i e s  which f e w e  t h e  pub? l e  throughout t h e  State o f  
Flor ida.  A s  dlteeted by Florida S t a t u t e s ,  the C m l s s i o n  sets  and  
monltors a l l  rates for utlltties under thalt j u r i s d l e t t o n .  Such rates  
are ret a t  a level whlch al lows & roaronable rate o f  return on a 
Coml sslon approved l n v w t m m t  base, and uhlch reeognlres an a c c e p t a b l e  
l eve l  o f  serv ice  qurltty belng r i c e i v e d  by the u t t l i t l r s ‘  customers. 

I n  order to meet thelr mandated responslbllltles, the Comlsslon 
employs a s t a f f  of ahrlystr and a u d l t o r s  t o  calculate and mnttor t h e  
rate  structure r n d  t o  verlfy the axistence of the invastmint base. ln 
addt t lon ,  the r u d l t o r s  may revlew a l l  or selected portlons o f  t h e  
day-to-day operations and management of t h e  company as a means o f  
v e r i f y l n g  t h t  rxtent  t o  whlch  t h a t  utillty provides an e f f e c t i v e ,  
t f f l c l e n t  rnd eeonomlc product w h i l e  s t l l l  glu ing  customer s a t l s f a c t l o n .  

More s p e c f f l c a l l y ,  the Conmtsslon h i s  established the Bureau o f  
Hanagement Studies w l t h l n  t h e  D t v i s l o n  of Audl t lng  and Ffnanetal  Analysts 
to perform Management Audits on a stlecttd basis. Whllr thr results o f  
t h e s e  audlts ate  not Intended t o  r e f l e c t  direct ly  on t h e  raternaklng 
process, they are Intended to  ptovldr Important supplemental Information 
as to the overall prudency of the  way the otllfty conducts I t s  bustness. 

N 

T h l  s report represents the t t t s t  comprehanslvr management rev! ew 
of a water and sewer utillty conducted by Manrgamnt StudIes. I t  was 
undertaken I n  response to a t e q u t s t  o f  the Oivis lon o f  Water and Sewer 
which has ptlmaty t@Spon$fblllty for the regu la tory  o v e t r j g h t  o f  t h e  
Industry. Thelr  pr lnaty  concern a t  the time of r q u t s t  was w l t h  the  
e f f l c h n e y  of Southern Strte’s management, mfe s p e c i f l c a l  l y ,  t h a t  t he  
Company was engaged i n  Y c r l s l s ”  management a t  an u l t lmate  increased cost 
t o  I t s  customers. 

Although t h i s  revlrw centers on Southern Sta tas  U t 1  1 1  t i e s ,  h e .  
(SSU), other companlrs of a simllat s i r e  and nature may enhance t h e l r  
e f fec t lveness  and eff le ieney by t e v l w f n g  t h e l r  own operatlonal and 
management prac t ices  I n  l i g h t  o f  our f lndtngs and recommendations a t  
Southern Sta tes .  

- 1 -  



Whlle the scope and objectives Of t h i s  a u d f t  uere defined by 
Management S t u d f e s ,  they were done w i t h  due conrldetrtlon of the specjfjc 
concerns expressed by s t a f f  Of the D f v i s l o n  o f  Water and Sewer. 

o 

o F j e l d  Operations 

F i  nine I a 1 Hlanagement 

Q Customer S w v l c e s  

o Per s o m e  1 Management 

o EDP Control s 

o Putchaslng and Inventory Control 

Q Transportrtion Management 

The prtmary o b J e e t h e s  of t h l s  r e v i e w  wore as follows: 

o To provide an independent and conptrh~nrlvr revfew o f  the 
rffectlveness and tfflclency of Southrtn States ‘  management 
and .of selected company operatlonr 

To I d e n t i f y  funetlons be lng  performed w e l l  

Improvement 

o 

o To develop meanhqful  I cost-rftrctlvr t rcanrndat lons for 

o To produce an accurate and c w r r h t n t l v e  taport of  out 
?Ind ing$ ,  conclutlons, and teconmctndatlons 

o To ensure t h e  satisfactory implamentatton of our 
recomendat l  ons . 

I t  Is our sincere htmtbfi that  t h l s  rrpott deset lbes the 
Company’s strengths, as well IS i t s  potcnttal ireas for tmprovtd 
manager1 a1 8nd opetatfonal praetlce. 

-2- 



The t e v t e w  o f  lath fndfvldual area was conducted In three 

o Qrientatlon/Prel imtnaty Survey 

o 

pr imary  phases : - 

Rev1 8u and Analyrl  s 
o Report Wrl t f n g  

~ u r l  ng the Qrl c n t a t l o n l P t c l  imlnarv Su t v e y  phase o t  each a rea ,  
the C m l s s l o n  s ta f f  v i s i t e d  Company f a c l l l t h s  and met w l t h  key 
management personnel f n  order t o  develop an undetstandlng o f  the Company 
and I t s  mvlronment, and to  Introduce management to t h e  a u d t t  process. 
Appropr ia te  documents were gathered and r w i w e d ,  provlding tcehnfcal  
d e f l n t t f o n  and dlrcctlon, as well as a b e t t e r  undetstandtng o f  the 
Company's key areas. Upon CompltttOn of t h l s  phase .  the s t a f f  developed 
comprehenslve work plans d e t a l l l n g  the t l m t n g  and t o p i c s  I n  each area o f  
review. 

The b v l e w  and A nal  v s l  phaso conslsted o f  two major s t e p s :  1 )  
data collection and 2 )  revlew and analysts. Oata was collected through 
1 n t e t v l  ews w l  t h  Company personnel, r e v l e w  of documents and reports,  
observation of f i e l d  opera t ions  and fael 1 1  t i e s ,  and wrt tten surveys. A 1  1 
key petsonno1 from senlor management to l l n e  personnel uere In te rv iewed,  
representing t h e  m o s t  time-consumlng aspect  o f  the review. Oata analysls 
war then performed i n  each area under review. The analysis cons ls ted  o f  
sumar lzat lon,  development of performance measures, and evaluation. 
Utlltttng both qualitative and quantltattve measures, the Company's 
overall performance was evaluated. Identlfylng strengths as we1 1 as areas 
o f  potential Improvement. 

The cu lminat ion  o f  the process uas the mort Wrl t t n a  phase. 
Upon cmpletlon, r e p o r t  d r a f t s  were provided t o  the Company for r e v l e w  
purposes. the f 1 ndl  ngs and r8cmendat lon  were d l  scussed ul t h  Company 
representatives to  verlfy ruppott lng d a t a ,  and t o  ensure t h e  Company's 
understanding of those f fnd inqs .  

An Execut ive  S u m r y  (under separate cover) provides an overall 
assessment for each area trvlewed a t  SSU. Followlng the assessments are 
t h e  roeomendatlons for t h a t  parttcular area.  For the Company's benefl  t ,  
each t tcomondatlon has bean p t i o t f t i t e d  by assigning a value o f  h l g h  
( H I ,  medium (HI ,  or low ( L ) .  The value s i g n l f t t s  the telattve Importance 
o f  each recomnendatlon as p e t c a l v e d  by our s t a f f .  the Company's verbat lm 
responses appear dlrectly underneath each feeonmendation, and where 
appropr ia te ,  addltlonal s t a f f  coments follow the Company's response. A 
t rue undetstandlng of the Issues ,  however, can only be accompllshed by 
T m d f f I g  thls f l n a l  report .  

t 

I 

I 



For t h t s  teason, the staff  of the Management Studies Bureau 
wishes to express Its s h e e r e s t  appreciation t o  a ? ?  the management and 
operat ions'  employees of Southern Stater Utllftfcs, Inc.  

We would rspeclal?y like t o  thank Us. J u d l t h  J.  Klmball who 
cootdl nated our data tcquer t s  and our 1 ntervl eu schedul 1 ng throughout the 
audl t. 

Finally, we must acknowledge the oweeptlonal a t t l  tude o f  
caoperatlon and encouragement whlch uas w h l  b l  ted  by the Company's 
President ,  Mt. Charles 1. Sweat. As a result o f  h l s  efforts, we 
erperiancrd a posftlvr, congenlal , and professlonal atwsphctc  throughout 
the otganftat lon.  
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State of Florida 

Hr. Charles L. Sweat, President 
Southern S t a t e s  Ut! 1 Itits, Inc ,  
loo0 Color Place 
Apopka, Florida 32703 

Dear Hr. Sweat: 

Re: ( 1 )  ftinralttrl of Management Audtt Rapott drifts 

(2) R e q u h w n t s  for corpletlon of p u t  mnag-nt audit 

fhts letter eonrtrts of three rectlons. &tt 1 ulll rddtrrs the 
procedures for you t o  respond t o  arch of the trcmndrtionr tesultlng 
froa our rrvleu; p f l  u i l l  rddtrrs the procedures for pu to c w l e t r  
a cost/beneflt inrlyrlr for mch tecorPendatlon; md 
address the rsquttmentr of  out lmpleaentatlm program whlch e n w a s  that 
each tecmondat ion Is f o l l m d  up to  an rcceptabta conclusion. 

I n  a response to US by May 30, 1988. Your response uf? l  Ineludr for each 
reeonmenda t I on : 

rill 

You i r e  asked to w k  on a11 three parts s t u l t a n m t l y ,  tesultlng 

(1)  Your cements of agretaent or dfsrgrrmmt, 
(2) Your rstlmatrs o t  the costs, ravlngs, and benefits,  
(31 Your planned ste;pJ of actlon to  I q l m e n t .  

We have IneIoseU f i ve  coplrr h e h  o f  our final report d r i f t  
containing the racults'of our management revfew of your cmpany. Your 
audit resulted In 79 'r0abarPendatIons for l.ptov#ent. )le hope tha t  
f ee l ,  as we do, that these r c c m n d a t f o n r  ul l l  prove t o  be rwtual l Y  
benrficlal to Southern- Staths U*l l l t ias and I t s  ratepayers. 



Hr. Charles L.  Sweat 
April 7, 1988 
Page two 

Would you p l e a s e  review the enclosed report d r a f t  and provide US 
w i t h  your responses. 
attached Instructions I n  E x h t b f t  I, 

Your responses should be I n  conformance with the 

I f  you have any questlons concernlng the aud4t report  I t s e l f ,  please 
address them to Terry Kramer at  (9041 488-8147. 
there i s  a need t o  meet w l th  us t o  dfrcuss the report or'your response, 
we ui  1 1 ,  of course, be t e c o p t l v e  to  such a request. Such a meeting wuld 
take place during your response t lme  perlod. 

Also, I f  you b e l i e v e  

It 1s o f  pattlculat I n W e s t  to the -Isstoneto that VI 8 d d t w  
the costs, savings, and benefits rerultlng froa out overall audit. 
Therefom we are roquesttng each audttes to arpresr t h e l t  vfcwpotnt 
concernhg th i s  matter, and as can be noted from the f o W s  f o m t ,  the 
Management Stud1 es staff s v l  eupol nt VI 11 11 krwi se be prermtrd. 

questlons, If they do not, please contact Terry Ktamet a t  (904) 188-8147 
for further c 1 a t  t f i  ca tl on. 

While the Instructtons I n  attached Exhlb i t  XI should answer your 

This part contalns the detal led Instructions and exaqlas needed t o  

In order t o  get  the i l l p l m n t a t l o n  program o f f  t o  a sound rtatt, you 

carry out the tmplementatlon phase of our audit program. 

are requlrad t o  submit your plans of action for canpllance wlth each 
recamerdatlon that you have agrrrd to laplmnt. For those 
recwwsndatlons w f t h  which you dlsagree (If my). you are required to  
furnish us wlth a detallcd wrltten explanation of  p u t  j u s t l f k a t f o n  for 
not implmentlng them. Your axplanation here should be mre 
coarpreheatlve than the rasponre you my have futnfshrd for your flnai 
report (Part I )  conraents. You wfll  also be required t o  use a reporting 
format sappll ed by us (See Attachment A for #re detat led tnsttuetfons). 
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We are also enelor lnq (Attachment B) a sample f o m t  which you might  
choose to  follow In gathering the supportfng and reporting data ri t h i n  
your organizat ion.  This format I s  optIona1; however, the questions i t  
asks ref lect  the type of Informatlon which we must have to successfully 
mi tor the imp 1 ementatf on program. 

After rubml rslon of your Actlon Plans, they wf  11 be reviewed by the 
!aplementatlon mni tor for t h f t  program; by the audl tor who l a d e  the 
reconmendatton; and by myself. Approval wil l  be based upon OUT 
understanding o f  the Plans, and our agreement that  the 'Steps/Tarks' 
provf de an adequate response to the tecomnendatfon. 

with some o f  the recommendations, however, t h l s  wil l  not eliminate the 
need for doeumentlng thr supporthg data uhlch w l l l  allow us t o  revlrw 
ywr actions and results; we s t l l l  need to apptovr your responsa t o  our 
recamendation before we can eonslder I t  s a t l s f a t t o t i l y  closed, 

He realfre that you have, mrt l ikely,  already started c q l y f n g  

I n  regards to thr above supporting data (evldenee), I would t l k i  to 
advise you that  t h I s  f r  tho area u h m  we have the mrt troubli 
c m u n l  c i t i  ng . We expect cop! as of ! ntrrnal aemtrndulrs, procrdures . 
rtudles, ete. that are gmetated to dther  axecute the k t l o n  Plan or 
that result from such execution. He m u s t  bul1d.a t i l e  of tupportlng 
documents that w f l l  convince a prudent reader that the tecmndat lon  has 
4 ndeed been cmpl 1 ad w l  t h .  Your undtrs tandf ng 1 s assent1 a1 . 

2. rime Frm - The bplementat!on phase of 'the audit o f f i d a l l y  
c m e n c e s  upon r e c e i p t  of t h i s  letter. A f t e r  teeelvfng your Actlon 
Plans, ue will review thea thoroughly and contact you wtthln  30 days t o  
acknowledge our approval or request addltlonal Infomatton, If we are I n  
disagreewnt ulth any o f  p u t  A c t l o n  Plans, a meetlng may need t o  be 
arranged to teach an acceptable solution. 

can start waluatfng the  actual responses whfch you r u b i t  to us as 
evidence of cmplhnce. If we agree that your responses have been I n  
accordance wlth your A c t b n  Plan, and that i l l  steps were ratlsfactotlly 
taken, ue vtl l  *closeu that teeolrmsndation. 

Once we have an acceptable Actlon Plan for each t w m o n d a t i o n ,  we 

For a11 mopenm reeorpaendatlons we w i l l  expect a report of progress 
each calendar quarter (See Attachment C for mte details). Again, ?or 
thts progress report, you ate expected to utlllte out fomat (Attachment 
C) I 
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3 .  Wnrtorina Procedures - A l l  evtdence of compliance u i l ?  be sent  t o  
Terry Kramer along with your request to close each recornendatloti. This 
evidence should also Include a l l  cost and/or savings data applicable t o  that 
recomaenda t i on. 

After our rev iew,  and agreement that sat1 sfactory cowl lance has occurred, 
If  we can not agree as t o  whether or no t  the r e c m e n d a t i o n  w l l l  be "closed". 

your cvfdence satisfactorily supports your corqlfance, e i t h e r  you or 1 may 
request that an on-sits revlew be made of the results o f  the reemendat ions  
i n  puestlon. 

Under noma1 clrcumstaneer, you 4 1 1  be subject to on-sit# v r t t f l c a t i o n  o f  
complfance for selected recommendatlano on I quarterly basis. 

We will  be reporting your quarterly progress to  the m f s s l o n c t s  u n t l l  
the last teemendation i s  closed aut. Those tecmnendatfonr ulth uhtch you 
are not in agreement and uhlch yw do not intend to Implement, ull1 be carded 
I n  out wattcrly reports i n  an 'Agret-to-UlragrW category untl l  such tire as 
a l l  other rrcwndat ions  have bttn ratWrctotily Vlosed' wt* A t  the 
closing of the l is t  reconmendation, the rudlt  v l l l  be eonsldmd offieirl?y 
closed. You will b8 n o t l f l e d  as to p u r  quarterly reporting datrr. 

If  p u  haw any further questions coneetnfng fmplrmentatlon, phase  
contact Terry Kruet at ( 9 0 4 )  488-8147. 

We vlnt t o  thank you I n  advance for your coopttatlon and for the efforts 
of a l l  m a n y  personnel tnvolvtd f n  generatfng and complying with the 
i m e d l a t t  requests of  thls le t te r  &s well as the long-run work Involved I n  
actually carrying out the lmplerrntatlon program. I t  f r  through thefr 
dedkated and rosponsfblr actions that we will be able to close wt t h l s  audlt 
I n  I s m t h  and tlaely manner. 

nark R. taur 
Chtef, 6urcau o f  Management Studies 

HL/cu 
Attachments 
CC: f e w y  Kramer, Imp1 w n t a t l  on Coordl natot 

Project Hanaget 
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September 20, 1988 

Mr. Charles t. Sweat, Pttstdent 
Southern States Ut i  l l t l ~ s ,  Inc. 
loo0 b lot  Plact 
ApopLa, F1 or 1 da 32703 

Dear #. Sweat: 

E: Action Plan Approvals 

tk haw t r v l w a d  your proposed k . lm Plrns for mch of the 79 
recrndrt lonr .  Ne ate pleased t o  report that we brltwr 47 of the plans (See 
Attaehcnt A) reasonrbly address t h i  actlonr necrsrity t o  lmptntn t  the 
tacrndrtlonr I n  qurstlon; hwww. I n  wt  judgaent them ara st111 m a  
questlms or tevfslonr to  br  address& on 15 of  the plans Sa# Attachment 0). the 
rematnlng 17 reeoaPenditionr i f 4  the ones pu dlragtmd vlth urd for h l c h  pu d i d  
not s u b i t  any plans of retlon (Sea Attrclmnt 0. 

I n  genrr i? ,  our concern vl th  the 15 plrnr centers mfe wound Irck of 
Infomtlm than dlsrgraement w i t h  the plans t h n s e l v e s 4 t t 8 c h u n t  B eontrlnt the 
de t r f  1 s of out mrlyrl s 

the proc'rrr of convlnclng us that you .have c#pleted the Irplementatlm of 
these 15 teeomendatlonr wlll br antrancad l f  you r l l l  n t l s f r c t o t t l y  address the 
issurt put forth I n  Attrchwnt I, I.@., the Issuer reflwt tnfotut lon rhlcb we 
need to Lrnou h e n  uk8d to "elosP 8 rrcarwndatfon, wr w i d  llko .for pu -to, 
submit rrvlsd k t l m  Plmr, for the 15 tn quertlorr, by October 18, so that u@ can 
p r o c d  ulth  our l q l r w n t a t l o n  program on rehodulr. 

Trrrmer 1. Kruar 
St. Magemnt Arulyrt Suprnlror 

T U :  n 



5SUI-C- 1-6352 ATTAMMEMT A 

Number Of 
R e c m e  ndat  i on$ 

1 
3 
5 
6 
7 
9 
10 
12 
13 
17 
19 
21 
22 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
3 .  
39 
43 
Is 
4 
4a 
51 
52 
35 
56 
57 
65 
66 
61 
69 
70 
71 
72 
7s 
26 
47 ttms 

Ex. WO 
Ex. w 
Ex. W 
€ x .  m 
EL M&O 
Ex. mo 
Ex. w 
Ex. M M  
Budget1 fig 
Budgetf ng 
Accountl ng 
Accountl ng 
Aceountlng 
Ac eoun t 1 ng 
Cash Hanagement 
Cash M n a g w n t  
Clrh hnrgrarnt 
Cash Management 
Cash Manapewnt 
f t d d  Optrrtlonr 
F l d d  Operations 
fi rld Opttrtlonr 
F ldd  Oprratlonr 
F l d d  Opatrtlons 
F! d d  Opetatf onr 
F l d d  Opwrtlons 
F l d d  Qerrtlonr 
F i  rld Opetrttonr 
Fie ld  Oparatlons * 

Curtarrr Srtvfc# 
C u r t m t  Sarvt ce 
Qrtarrt  Srrrl cr 
Potsorme1 
Potronnrl 
h t r  Procasrtng 
Data Pmrsrlng  

at8 Ptoclsttng 
Putchirl ng/Invmtory Wtrol 
P u t c h i  ng/Inventory bntrol 
Purthrrl ng/Invmtory bntrot 
krrchrrl ng/Invantory h t t o l ,  
Putchar 1 ngl  Invantory bntrol 
mrtrt 1 Ont 
transportat1 on 
Trulrportrti on 
fr&nspottrtlon 

b t 8  PtocWSjng 
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Judith J .  Kimbal1, Conpttol l e t  
Southern States l t t f t l t l a s ,  h c .  
loo0 Color Place 
Apopkr, Florida 32703 

Dear Ms. Klmball: 

Thank you tot your t i w l y  t M p S a  to our request for rddltlonrl 
Infomatlon regarding your Ilctlon P l m S .  AS & result o f  t h j r  neu Input, 
we have n o w  approved a l l  action plans sub1  t ted and are ready to p r o c w l  
wlth the actual Iqtmdtrtlon process. 

As yw knw, YI d l d  not f O N l l y  p t w n t  t h l r  report to the 
h ! r s l o n r t s ,  h l c h  ( I n  the p 8 S t )  h r s  rlgnaled the start of the 
Ilpleoentatlon phase. Sf nee no p t m n t r t l o n  Is mtlclpatad, ~n have 
decldrd t o  procwd ufth the i .plncntrtlon pmgru. You ate hrteby 
rsslgned to cycle 1 which will tequlra you to s u h l t  put f lrrt  
Quattrtly Report on Wowrbrr mth, 1988, and put second report on 
February 20th. 1989 wlth tubcaquent t lpotts brlng due a t  3 mth 
Intervals untll the last t r c m n d i t f o n  I s  closed out. 

He look forward to trcetvfng your f t t t  report and the 
We will  keep you I n f o n d  If  any iarplrwntatfon of the reeor#ndatlorrr. 

f o m l  presantatlon to tha h l s s l m e t s  1 s  scheduled r t  i future date. 

Thanks again fot mt cooperrtlon h thtr  proosr, 

Si ncatrly, * 

Titrance Ktrwt 
St. Uanag-nt Analyst Suparvl sor 

TK: cy 
a: Dlvld Surfford, FPSC 

T1m Devltn, FPSC 
Deborah Flinnrgan, FPSC 
k t k  Irur, FPSC 
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KATIE NICHOLS. CHAIRMAN 
THCMAS M BEAR0 
7EFUlD L UERRY) GUNTER 

3HN f HERNOON 
MICHAEL M K .  WLSON 

TIMOTHY J .  D M I N .  Olrecw 
Auditing & Finawl Analysts h a  
(OOJ) -147 

January 12, 1989 

Ms. J u d f t h  J. K l m b a l l ,  Comptroller 
Southern States U t i  11 t l e s ,  Inc .  
loo0 Color Place 
Apopka, F 1 or! da 32703 

Dear Hs. Klmbal 1 : 

RE: 1 s t  Quarterly Report 

c 

He have now completed our revjew of tho documents which you 
submitted t o  support your requests for closure of recomendatlons Nos. m,\ 
74,?fS, 20, 22, 25, 46, Q9 ,  41, @, JJ, 50, 53, 52 and 73. We are 
pleased t o  say that we have been a b l e  t o  close eight  o f  those items (See 
Attachment A), however, t h a t  leaves eight =re t h a t  we have had t o  deny 
fot varfous reasons (See Attachment 8). 

As I n  usual I n  t h e  beginning of an Implementation program, we 
have dlfflculty convlncfng audltees that we must have enough 
documentatlon of ev ldent l  a1 quality t o  support our record of  closure. We 
can not sfmply accept that  a recmnendatlon has been adequately 
implemented because the auditee t e l l s  us I t  has. This I s  not a case of 
not trusting the audltee, I t  f s  a case of bulldfng a sound record which 
u f l ?  stand on i t s  own merits I n  the  face, of t h l  rd party Inqul ry. 

level 
P roc e 

There I s  a need for us t o  keep he program on a professional 

15s. Mile  we understand that the process cannot attain absolute 
assurance o? complfance due to time and mney eonsttatnts, we r u s t  rttaln 
a level o f  assureness that  allows us t o  comfortably defend our judgment 
that substantial c m p l  lance has occurred. 

and w o l d  the appearanct of  merely Y I itwashing the lmplementatfon 

Thus, you w l l l  flnd that the usual nature of our request dentals 
centers around t h e  tack o t  evidence belng tendeted by the audl tee .  
h e t t m e s  t h l s  occurs due t o  m l  sunderstanding or slap1 e m l  scosrrwnlcatlon 
on elther or both of our parts. In any case, I t  3 s  t h e  o b j e c t i v e  of t h e  
Implementation program to stimulate a productive dlalog centered on 
obtafning the h lghest  degree o f  cmpl lanct/lllplernentatlon t h a t  IS 
posslble gfven the ctrcumstances which Impact the recmendatfon.  



H s .  J u d i t h  J .  Kimball 
January 1 2 ,  1989 
Page  Two 

I n  keeping w l t h  the s p i r i t  of our o b j e c t i v e ,  we hereby s o l l c l t  
your contlnued cooperation and undetstandi ng throughout t h e  imp1  ernenta- 
i o n  program. 

Our records now show the Cutrent status o f  your 79 recomenda- 
t l o n s  i s  8 closed, 54 open, and 17 I n  our Agree-to-Disagree category (See 
Attachment C). 

a 

Terrence L. Kranet 
Sr. Management Analyst Supervi for 

TLK: CY 

CC: David Swafford, FPSC 
T l m  D e v l l n ,  FPSC 
Deborah f 1 annagan I FPSC 

. 



E x h i b i t  - ( FLL-4 1 
Page 29 o f  45 

i '-. - 

Mr. T e r r e n c e  L .  K r a m t r  
Z c n i o r  Management A n a l y s i s  S u p e r v i s o r  
k l o r i d a  P u b l i c  S e r v i c e  Commission 
A u d i t i n g  L F i n a n c i a l  A n a l y s i s  Division 
1 0 1  East Gainrs  Street 
1 a 1  1 shassce ,  F 1 or ida  323 99-0865  

tlaar M r .  Kramcr: I 

P l t r r r  f i n d  a t t a c h e d  our second Q u a r t e r l y  Report t o  t h e  
S S U f - C - 1 - 6 3 5 2  A u d i t .  

You wil l  note t h a t  we a r e  r e q u e s t i n g  c l o s u r e  on i t e m  nos, 7 , * 1 & ,  
1 5 *  16, 2 6 ,  2 8 ,  2 9 ,  32, 3 3 ,  43, 4 4 ,  45, 4 0 ,  51 ,  5 2 ,  5 5 ,  and 7 6 .  

I n  addit ion to t h i s  progress, t h e  Company h8r proposed a Comprm- 
h c n s i v c  Long Range Capita? Implament P l l n .  On March 3 ,  1989, 
t h i s  P l a n  was presented t o  H r .  william Lour and ether  Cornmission 
S t a f f  f o r  t h a i r  input  and comment. A s  u result of  t h i s  meeting, 
southern S t a t e s  w i  1 1  mukt a r i m ;  18r prmrenta t ion  through lntrrnal 
A f f a i r s  t o  t h *  Commissioners on Way 1 ,  198s. A copy of the  Long 
Range Plan i s  a t tached f o r  your  re fe rance .  

F i n a l l y ,  a copy of t h e  P r i c e  Wattrhouse A u d i t  Conducted For Year 
Ended 12/31/88 i s  included f o r  your r r v i e w ,  

Judy K i m b a l l  has been t h e  Coordinator for t h i s  p r o j r c t  to date .  
Since my coming on board e f f e c t i v e  Fmbrurry 1 ,  198s as A d m i n i s -  
t r a t i v e  Vice P r e s i d e n t ,  1 have rsrumrd responsibility as our 
Coordinator through t h e  durat ion of t h i s  p r o j e c t .  A s  a f i n a l  
housekamping i s s u e ,  in your responre to t h i s  Q u a r t e r l y  Report, 
w i l l  you p l e a s *  advise i f  t h e  due date  i r  anything d i f f e r e n t  than 
- 2 0 ,  1389. A S  we direussad onr month .so1 there seems t o  be 
some confusion on t h e  actual dum d8te .  We s incere ly  want t o  be 
cooperative and comply and 8ppraci.t. t h a  cooperation of  you and 
your rt . f f .  

p l e a s t  d o n ' t  hasitate t o  c'all i f  you have any f u r t h e r  q u e s t i o n s ,  

Charles C.  m o d  
v i c e  Pres ident  
A d m i  n i  s t r a t  i on 

C E w/drr 
c c :  Char l ie  E .  woods 

Charles L ,  Sweat 
J u d i t h  J .  Kimball 



Quarterly Report Form 

F ?posed Action Plan:  yes Date submitted: 3 / 2 0 f b g  

Quarterly S t a t u s  Report: Yes ( x )  For Quarter Ended:3/20/gg 

Audit 1 . D .  Number: SSUI-C-1-6352 

uno IS Responsible FOf compliance? 

Direcrcr : charlle E. Woods 

signature:  

Area/Dtpartment: Executlve Hanagen 

Targeted Date Of Coaplctlon: 
4 Organitat ion - 

- Recomarndatlon AS Stated In Report: 
Re-Evaluate current 
Allocation O f  Resources 

The attached infomation fully addraooro tht C O n C C M S  cxpr8s8.d i n  t h i 8  rceor 
mendation, and we request thir be closed. 

, 



ATTACHMENT - REC0MENCAT;CN 7 

7 . 1  Management has e v a l u a t e d  its resource needs to a v 2 i d  f u t u r e  
possible conflicts between acqulsltlon and i t s  resFcncibili- 
ties to current operations. It w ~ l l  s ~ i l l  acquire new f a c i -  
lities, if they  f i t  into its broad long-range p l a n s ,  rnclud- 
ing acquiring some properties in need of professional man- 
agement as brought t o  its attention by the  s t a f f  of FPSC. 

7 . d  Since the audit report, SSU has reorganized and added to i t s  
s t a f f .  Charles E. woods i s  now in charge of the Management 
services organization of SSU, with Charles Sweat reporting 
t o  him. (See attached organization chart . )  A new Human Ae- 
sources nanaqer is now being interviewed, a Public Affairc 
coordinator h i r e d ,  and an offer has barn made t o  personnel 
of Deltona t o  manage the  Administration Service and Purchas- 
ing functions.  customer Service PerSOnnel and system are 
being upgraded t o  meet our present needs. 

7 ,A The Finance Division has been divided into 3 drpartment6, 
v i z . ,  Accounting, Treasurers with Ginger Clark (CPA, forncr 
staff member of PPSC) being hired, and our Rate Ccpartoent 
is being expanded. 

7 . 4  A professional engineering Division if bring formed, w i t h  
Frank Novak of Peltona having accepted the job of vice pre- 
sident t o  head the Division. One department head is hired 
plus a new engineering technician t o  assirt i n  the develop- 
ment of the physical inventory as part of the Continuing 
Property Record program. 

7 . 5  The Operations Department, which will be headed by Charles 
Sweat ,  has been organized on a regional b a s i s  w i th  necessary 
suprrvirory personnel now being recruited. 

AS SSu's policy statement aay6, we will continue t o  acquire 
compania8, but only to the extent that there acquxritioar do 
not interfere w i t h  out primary rrspoaribility t o  ecrvc rxirt- 
ting curtomerr and only when they meet our criteria,  that 
such acquisition provides tha acquired utility'r customer 
w i t h  thr potential for improved service. 

7 . 6  
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State of Florida 

Comm maionari: 
MICHAEL McK. WILSON, CHAIRMAH 
THOMAS M. BEAR0 
B E m  EASLEY 
GERALD L. (JERRY) GUNf€R 
JOHN1 HfRNWN 

June 26, 1989 

Mr.. Charles E. W d  
V I  ce President A d d  n i  stratlon 
Southern Statas U t 1  11 t f e s  , Inc .  
lo00 b l o t  Place 
Apopka , F1 or1 d i  32703 

Dear Mr. Wood: 

We have now cwpletrd our revfew of the documentatton vhleh you s u h i t t e d  
t o  support your requests for closure of Reeamendatlons Wos. 7,  17, 28, 
30, 45, 55, and 57. He are pleased to I n f o t r  you that we have agreed to 
close a1 1 seven recmwndrttons (See Attachment A). 

Out records nou show the current status of your 79 recorrcndations to be: 
26 closed, 36 open, and 17 I n  our Agtee-t*Dlragree category (See 
Attachment 0. 

O f  the 36 open raconmndatlons, 5 of those have been sukltted for 
closure me or mte tlms ptrviously, and are awaltlng yout addltlonal 
Input (Sir A t t a e h n t  01, 

In Ilght  of the g o d  progress we h a w  made so far, we wwld l lkr  to have 
yout newly rsorganfxod ttr?? take I few Kwrentr to  tevlw those 17 
recoa#ndatlont uith whlch the colnpany orlglnally disagreed. He wuld 
Ilke to determine 1 f  any o f  the 17 could be turned 8tWnd and 
Inplemted, either fully or partlilly, bawd upon the changes I n  
personnel, equlmnt ,  and phllosophy that  have taken plrer slnca tha 
audf t and actlon plan approval process. 
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nt .  Charles E +  Wood 
June 26, 1989 
Page 2 

Once agaln, we appreclate your cooperation and the quallty o f  the documentation 
which you have subml tted. Your next report w l 1 1  be due on August 2 1 ,  1989. 

Terry Kramer 
Sr. Management Analyst I f  

TKJep 
Attachments 3 
cc: Oavid Suafford, F K C  

Tla Devlln FPSC 
Deborah f 1 annagan, FPSC 

c 
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We would like to have your cost/bcnefit report by July 20, 1992. 

Again, thank you for your responses and the quality of the documentation you 
have been presenting. 

L f L  Sinc ely, 

I 

Temncc L Kramer 
Senior Management Analyst ZI 
Bureau of Regulatory Review 

1 Please use the following table format if reporting on mort than 3 recommendations: 

CosT/BENEFIT ANALYSIS - FINAL REPORT SUMMARY 

[Company Name] [Audit LDNumkr] [A- Mratdl b-1 RECOMMENDATION COSTS 
SAVINGS NET 

DESCRIPl'ION 

: 
MDmONAL BENE?lTS And/or 

COMMENTS 
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We would like to have your cost/benefit report by July 20, 1992. 

Again, thank. you for your responses and the quality of the documentation you 
have been presenting. 

Sinc ely, 

Terrence L Gamer 
Senior Management Analyst II 
Bureau of Regulatory Review 

1 Please use the fouowing table format if reporting on more than 3 recommendations: 

CWZ/3ENEFl" ANALYSIS - FINAL REPORT SUMMARY 

[Company Name] [Audit I.D.Nurnkr] 
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Responsible for: 

Overall operations and financial performance of company 

Phillips, Bert President 

Ausman, Richard 
Ludsen, Forrest 
Sweat, Charles L 
Teasley, Karla Olson 
Wood, Charles E. 

Vice President-Finance and Administration 
Vice President-Rates and Customer Service 
Vice President-Business Development 
Vice President-Corporate Servicts and General Counsel 
Vice President-Planning and Engineering 

Gettelman, Arlene Senior Executive Assistant 



BUSINESS 73 EVELO PMENT D M  SION 

Responsible for: 

Lnvestigating possibilities for company acquisitions and sales of current company 
Responsible for seeking out utilities for acquisition and determining 

0 Negotiating development, effluent re-use and interlocal agreements for company. 
Representing company at various customer, gwenunental and regulatory 

assets. 
feasibility of purchasing companies. 

presentations regarding acquisitions or sales. 

Sweat, Charter L Vice President-Business Development 
Mangold, Edward Business Development Administrator 

Steffey, Vicki Development Assistant 
Baron, Roberta Secretary Iz 
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Responsible for: 

AU financial reporting of the company. 
Ensuring proper tracking of 
regulatory purposes. 

corporate expenses for governmental and 

Staff: 

Ausman, Richard P. V i e  President-Finance and Administradon 
Textor, Alice Executive Secretary 

Responsible for: 

Preparation of all financial, regulatory and property accounting functions of 
company. 

- Staff: 
Kimball, Judith Controller 

Financid A ccouaw 

Responsible for: 

Timely and accurate issuanct of aU fmancial statements to cxccutive management 
team. 
Analysis of monthly financial statement variances and preparation of summary 
anaIysjs to management regarding discrepancies. 
Analysis of balance sheet and income statements. Items in accounts should be 
cleared at the appropriate time so that revenues and expenses are recorded in the 
proper accounting priod. 

Staff; 
Harter, Kathy Assistant ControUer, Finand Accounting 

Geiger, Joseph Accountant I 
MacLane, Julie Accountant I 

Paladino, Constance Accountant I 
Rasmusscn, Donna Accountant I 

Norris, Nancy Accountant I 

Campanale, Jeanine Sr. Accounting Clerk 
bngenecker, Diane Accounting Clerk I 

i 



Responsible for: 

4 

0 

Timely and accurate issuance of paychecks to employees with minimal errors. 
Ensuring aU payroll related files arc maintained with accuracy, timeliness and 
confidentiality. 
Issuance of all payroll related checks for required governmental and courtader 
payments. 
File all payrol1 related tax returns to appropriate governmental agency in timely 
manner. 
Ensure that employee’s labor is being distrhuted to appropriate general ledger 
account. 

Staff: 

Small, Robin Supemisor, Payroll 
Douglas, Brenda Accounting Clerk I 
sassano, Lisa Accounting Clerk I 

Responsible for: 

Monitoring of all property and fixed assets of the company. 
Ensuring that expenses charged to company fixed assets are credited to appropriate 
general ledger account. 

- Staff: 
Paris, Susan Lead Proptrty Accountant 

Frederick, Ronald Accountant I 
Wong, Cbristophcr Accountant I 



Accounts Pavabk 

Responsible for: 

4 Coding of all invoices submitted to company for payment ensuring that currect 
general ledger account number is being used. 
Ensure that appropriate documentation of invoking materials has been received and 
approved by appropriate level of management for expense level. 

Staff; 
Reeder, Barbara Supenisor, Accounts Payable 

Gat, Drupatie Accounting Clerk I1 
Giles, Edith Accounting Clerk I 
Javorowsky, Jody Accounting Clerk I 
Kahanek, Kristy Accounting Clerk I 
wilkins, Shirley Accounting Clerk I 

Responsible for: 

Coordinating and preparation of rate cast schedules. 
Providing reports as requested by auditors. 
Prepare responses to interrogatories. 
Prepare regulatory annual reports. 
Analyze and prepare entries recording ordered changes as a result of a,rate case. 
Prepare and file property tax returns, gross receipts taxa and other taxes as required. 

Staff: 
Russ, Terry Asst. Controller, Regulatory Accounting 

Colbert, Diane Accounting Clerk I 
Queen, Melinda Sr. Accounting Clerk 
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Administrative Services Departmen4 

Responsible for: 

4 Overall management of workers comptnsation program ensuring that worker’s 
compensation claims are minimized. 
Management of company’s risk management program. 
Management of company’s purchasing program. 

Staff 
DeMarie, Gene 

Purchasing 

Responsible for: 

Manager, Administrative Setvices 

Management of purchasing requirements for company. 
Researching pricing, new technologies and new supply sources for company purchasing 
needs ensuring company receives competitive prices from vendors. 

Staff: 
Hilton, John Purchasing Agent 

McQuinley, Rem Assistant Buyer 
VanMeter, Deborah Assistant Buyer 

Mail Room Owra tionq 

Responsible for: 

AI operations related to maiiing 90,OOO bilk pcr month. 
Operation and maintenance of postal and cowing equipment. 

4 Ordering and maintaining all offim supplies. 

Staff: 

Gallis, Steven 
Roethfe, Colleen 
Wishan, Gloria 

Responsible for: 

Mail Room Coordinator 
Mad Room Clerk 
Mail Room Clerk 

Maintaining company records management function ensuring all company records 
are available for management rctrievd and compliane with records retrieval and 
return procedures is fobwed. 

Staff: 
Zsigmond, Susan Records Technician 



Treasurv &pa rtment 

Responsible for: 

Processing of a11 company cash receipts. 
Operations of remittance processing system. 

Staff 
Clark, Virginia Treasurer 

Killer, Lisa Supervisor, Cash Management 
Evans, Katherine Accounting Clerk I1 
Hart, Charlotte Accounting Clerk I 
Ritten, Kathleen Sr. Accounting Clerk 

. Systems and P&u res Demment 

Responsible for: 

Working with departments on defining and creating new systems. Assist 
departments on d e h h g  project requirements. 
Establishing system project schedules and creating and maintaining complete and 
accurate project documentation. 

Staff: 
Jug ,  Kristi Systems and Procedures Analyst 
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ENGINEERING DMSION 

Responsible for: 

All planning and engineering functions of company. 

- StaE 
Wm, CharIes E 
Helcher, Joyce 

Vice hsident-Planning and Enginering 
Executive Secremy 

Planning and Ennineerim Deaarhnent 

Responsible for: 

Developing studies and preparing recommendations regarding engineering changes 
to company’s current assets. Studies include alternatives and costs for each project 
and justification for recommended sdution. Cost estimates used in studieJ will 
approximate budgeted expenditures andor regulatory rquirements. 
Prepare plans, specifications and contract documents for all company construction 
projcck Prepare capital documentation for txccutivC management review and 

Establish and follow design standards which most economicalry meet all federal, 
state and county d e  requirements. 
Control, monitor and review work of outside consultants to emure work being 
pcrfomed is within approved budget and scope of work outlined in work ’ 

specifications. 
Respond to developers inquiries regarding interconnection to c a m p y ’ s  existing 
systems. Ensurc that developer and seMce connections arc in conformance with 
company and regulatory requirements and specifications. 

approval9 

StaE 
Terrerq Rafael 

Pctiera, Deborah 

Mack Joscph 
Murray, James 
Lnsch, John 
Regdadq Robert 

Arcand, Christine 
Faster, Richard 
Glennon, Mary 
sahmlq Marilu 
Story, Philip 

Chief Engineer 
Secretary I 

Project Engineer II 
Sr. Project Engineer 
Sr. Project Enginacr 
Project EngirPetr I 

i 
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Kaminsky, Robert 

Liwy, Dime 
Cooper, Sean 
Viera, Omar 

Chief Drafter 

Design Drafter I 
Design Drafter I1 
Design Drafter II 

Responsible for: 

Management of approximately 40 construction projects totalling $ 30 million. 
Ensuring accurate payment of outside engineers, cunsuItants and contractors. 

- Staff: 

Hcndricb lmwtll 
Spry, Janice 
warm Karen 

Manager, Projtenstnaction 
Secretary II 
Acoounting clerk Ir 

Responsible for: 

Maintaining project management database including a construction scheduling system. 
Providing support of cost estimates for constructian projects. 
Coordinate proctssing of all construction capital authorization requests. 

S tafE 
Carr, Christopher Budget Analyst I 

ResponsibIe far: 

Conducting on4tc inspections for additional comruction at company facilities. 
Inspect contractors work for cumplianoc with plans and spccificatiuns including 
preparation of daily inspection reports. C o m m m h t e  serious deficiencies to Engiacers 

Ins- contractors materials for compliance with p h  and sptcihtions. 
Maintain all plans, sptcificatiom and submittal for all current construction work 

immediatcb. 

StaE 
Sturdevant, Gerald 
Turner, Patrick 
Stephan, Paul 
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Responsible for: 

Providing senices in communkationg public relations, employee relations, 
information systems and IC@ for all departments and employees in the company. 

Staff: 

Teasley, Karla O b n  Vice Presidtnt-CorporPtc Senims and Gtneral Counsel 
McCorkIe, Sirlye Executive Secretary 

Commuaicatiogs Depa m e a t  

Respons&le for: 

Developing and implementing employee activities, community involvement activities 
and corporate activities. 
Provide a weekly news bulletin to employees communicating arcas of importance. 
Provide a bimonthly newsletter to cmplqees and outside contacts communicating 
new of importance. 
Provide a quarterly newsletter to customers explaining s c ~ c c s  and communicating 
news of interest to customers. 
Providc inserts to customers bills on as needed basis making customers aware of 
importance issues relating to their sctrvice. 
Providing a company handbok to be given to outside sources explaining the 
company and the scwkcs we provide. 
Presenting customer prentations (hommcrs’ associations, garden dubs and 
various other organizatiom/schools) relating to conservation, rates or general 
corporate topics. 
Provide infomation to the media on utility hues as they arise. 

Staff: 
Crooks, Kerry communiations Administrator 
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&wironmen t a) Camp liance B eDartment 

RcsponsibIc for: 

Conducting annual environmental compliance audits of all company owned or 
operated facilities identrfying areas of non-compliance in current company 
operations. 
Preparing recummendations for changes to company facilities operating procedures 
to ensure continued compliance with all  governmental and regulatory requirements. 
Developing and conducting employee safety programs. 
Preparing and maintaining h m d o u s  chemical reports. Ensuring all material safety 
data sheets on chemicals used by company facilities arc a d a b l e  to all operations 
personnel. Performing an inventory of hazardous chemicals at each facility to 
comply with federal regulations. 

0 

Staff: 
Fisher, Me1 Environmental Compliance Administrator 

De Pedro, Jose Environmental Compliance Specialist 

Human Resources D t m m c ~  

Responsible for: 

Development and administration of compensation programs for all employees 
ensuring employees are paid according to fair and equitable principles. 
Deveiopment and administration of company's bene& programs including all 
welfare benefits, group medical, dental and life insurance programs and company's 
retirement programs. Development of programs that art campetitive with industry 
practices and cost effecthe. Ensure that all governmental requirements king 
foUowed in administering programs- 
Administration of company's recruitment program ensuring that candidates with the 
best credentials are chosen. 
Development of company's mual staf5ng budget. 
Ensuring e&ctive cmplayee and labor relationship with employees and khr 
union. 

. 

S taf? 
Schweizer, Michael Manager, Human Resourax 

Haggerty, Roxan Human Resources Administrator 
D a w ,  Marilyn Human Rcsourws Assistant 
Clausen, Donna secretary r 
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Information Svs terns D ~ D  artmen t 

Responsible for: 

Providing computer support services to all company locations. 
Design software applications to be used for regulatory, billing and financial systems 
ensuring that end users needs and governmental and regulatory requirements are 
met. Modify computer software documentation and implement changes with 
minimal user intemption. 
Analyze any computer system failures and correct software problems to restore 
computer service in a timeiy manner. 
Instaliation and maintenance of computer system security including security for data 
hles, libraries and menus to comply with audit recommendations and operational 
requirements. 
Provide assistance to end users with AS-400 terminals and personal computers. 

Bush, John Manager, Infomation System 

Adams, John Sr, Programmcr/Analyst 
Colt, Garry Sr. Programmer/halyst 
Hodge, Susan Sr. Programmcr/Analyst 
Knowles, Terry Sr. Prqrammcr/Analyst 
Mercado, Esperanza Sr. Programmer/Analyst 
Paync, Jack Sr. Programmer/Anmt 

Hwe,  John T. Systems Engineer 
Downham, Dottie Computer Technician 

Responsible for: 

. Perfom ail job processes from As-400 computer system 
Prepare microtiche and joblogs from computer system 
Analp  and solve computer application problems 
Support end users with problems 
Perform dl data entry related to payroll, accounis payable and accounting emuring 
compIerc accuracy 
Security of all computer information including preparing and staring back-up t a p  

Staff: 
Luke, Cindy Supervisor, Computer Opcratiom 

CaldWtU, Traci Asst. Camputcr Operator 
Gonzalcz Rafael Sr. Computer Opctatot 
Moore, Melanie Computer Operator I 



Lena1 Denartmen t 

Responsible for: 

4 Providing legal services to wmpany including preparation of contracts, prepan’ng 
legal research and standard kgal documents. 
Compiling required legal information for regulatory filings including the VX and 
jurisdictiond counties. 
Coordinate all corporate record-keeping matters. 
Administering closing p r d u r e s  for all company acquisitions and sales. 
Handling all corporate litigation including customer bankruptcy matters, disccwery 
requests and hearings. 

Staff: 

Teasley, Karla Olson Vice President 

Annstrong, Brian Staff Attorney 
SchuG Lisa Freeman Paralegal 
Henry, Donna Secretary I 

Responsible for: 

. Develop and conduct training programs for aU employees consistent with 
governmental mandates and company n& 
DweIop and maintain company training and development library to be used as a 
resource for company ptrsonatl. 

Staff: 

Blondin, James Training and Development Administrator 
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Responsible for: 

4 Preparation of all company rate Wngs and maintenance of customer relations. 

Vice Presideat, Rates and Customer Service Ludsen, Forrest 

Budget nemrtment 

Responsible for: 

Preparation of company budgets and forecasts. Budget information is reviewed 
for reasonableness, accuracy and documentation of need. 
Preparation of monthly vafiance reports on company expenses and capital 
expenditures. 

staff: 
Kaphn, Randi 

Grimsley, Michael 
Tmukalas, Roula 

Lamb, Tina 

Manager, Budgets 

Budget A d y s t  I 
Budget Aaalyst I 

Accounting Clerk I 

Responsible for: 

Providing assistance to customers regarding their account with the company. 
Ensuring that appropriate billing rats are applied to tach customer’s account. 

staff: 
sweaz Judy 

Grecne, Anita 
Zeppieri, Patricia 

Smith, Amber 

Manager, Customer Scrvia 

Customer Scnicc Training Spcci& 

Customer service Representative I 
Sr. Customer Service Repmmtative 

Secretary I 
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sprkala, Mary Ann Supervisor, Customer Service 

Easton, Pamela 
McCall, Kcenya 
Megabcc, Perry 
Patti, Pamela 
Sanderson, Sylvia 
Veleq Milta 

Customer Service Representative I1 
Customer Service Representative 1 
Customer Service Representative 11 
Customer Service Representative II 
Customer Service Representathe III 
Customer Service Representative I1 

Rates and Reaulatorv Affairs Demnm ent 

Responsible for: 

Prepare ail rate applications and ensure applications meet all PSC rquirements. 
Develop and maintain rate application information for PSC and customer needs, 
Provide testimony to reguIatoxy agencies regarding the company’s rate base, income 
statements, previous and proposed rate design and other matters. 

Staff: 
hwiq chiarks 

Morse, Gary 

Gmon, Edward 
hi, Edmond 
W k n ,  Jef6cy 

Phillips, Janet 

Director, Rates and Regulatory Affairs 

Sr. Rate Engineer 

Rate Analyst 1 
Rate AnaJrst I 
Rate Analyst 1 

Secretary II 

Rates Administration Dcnartm 

Design rates and develop rate design testhany for all company filed fate cases. 
TesW to the PSC regarding rate design is- for the company. 
Ensure that all bills to cwtomcrs arc sent out in a timely manner with rata  applied 

Devclop and maintain company’s rate SEhCddcs and tariff boob. 
to ~tomcrs  correctly. 

StafE 
L o w 4  Helcna Manager, Rates Adminishation 

. -. . 



Patch, Carolyn 
Russell, Maralin 

Sweat, Allison 

Jarvis, Kenneth 
Jones, Candance 
Waite, Vickie 

Asst. Rate Analyst 
Asst. Rate Analyst 

Supervisor, Bitling 

Accounting Clerk I 
Sr. Accounting Clerk 
Accounting Clerk I 
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SSLVLEHIGH STAFFING SUMMARY 

':-:':':-:. .:.:.:..-:.:.. :.:.:...... 

Administration (1 ) 

Operations 

TOTALSSU 

LEHIGH TOTAL 

0 0 32 

0 0 61 

0 0 93 

30 33 

PAY~Ll 

SSU 

(1) Reflects ~tal non~tions staff located at 
at Apopka corporate headquarters. 

LEHIGH '88: Reflects Lehql employees at 
12131/88 prior to SSU acquisition. 

LEHIGH '91 : Rellects Lehql employees at 
12131191 after SSU acquisition. 

SSU '88: Reflects SSU employees at 
12131188 prior to management audit 

SSU '91: Reflects SSU employees at 
12131191 after Lehql acquisition 
and management audit 

- 1 
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SSLVLEHIGH STAFFING SUMMARY 


PAYROLL 
SSU 

TITLE 

President (1 ) 
ConstAtant 

Sectelary 
VICe President-Administration 
00 Leader 
Sr. Exec. Assl 

(1): President is not under SSU payrol 
but under contract from parent 
company, Minnesota Power. 

-2
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SSLVlEHIGH STAFFING SUMMARY 

VICe President, Rates &Cust Allah 

RATES AND REGULATORY AFFAIRS DEPT. 
Oireci)r, Rates & Bus. Dev. 

Secretary " 
Rates Analyst I 
Sr. Rates Engineer 

BUSINESS DEVELOPMENT 
Development Administrator 
Development Assistlnt 

Secretary " 

RATES ADMINISTRATION DEPT. 
Manager, Rates .Administration 

Asst. Rates Analyst 
Rate Engineer I 
Rate Analyst I 

BILLING 
~, BiI~ng 
Accounting CIent I 
Accoo1ting CIent, Sr. 

CUSTOMER SERVICE DEPT. 
Manager, Cusklmer SerYice 

Gust. Service Supervisor 
Gust. Ser. Rep I 
Gust. Ser. Rep." 
Gust. Ser. Rep. III 

Gust. Ser. Training Specialist 
OFFICE SERVICESIMAIL ROOM 

Office Sycs.Coordinator 
Office Sycs Cleft< 

Receptionist 
Secretary I 

\FLL-S 

PAYROLL 
SSU 

·3 · 
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SSlVlEHIGH STAFFING SUMMARY 

PAYROLL 
ssu 

VICe President &General CoooseI 

ENVIRONMENTAL COMPLIANCE DEPT. 
Environmental Comp. Admin. 

Env &Satety Specialist 

LEGAL DEPT. 
LegaJ Department 


Exec. Secrelaly 

Paralegal 

Staff AttImey 

Secrelaly I 


TRAINING &DEVELOPMENT DEPT. 
Training and Dev. Admin. 

HUMAN RESOURCES DEPT. 
Manager. Hunan Resources 


HOOlan ReSOU'C8S Administraa 

Secretary I 

HOOlan ReSOU'C8S Assistant 


COMMUNICATIONS DEPT. 
CommlJlications Administrator 


ComITUlicaIions Speciaist 

Coml1\lllications Intern 


·4· 
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SSUILEHIGH STAFFING SUMMARY 

~ 

VICe President-Engineemg 
ExecutiYe Secrelary 

ENGINEERING DEPT. 
Chief Engineer 

Secrecaty I 
Asst. Engineer VII 
Proj. Engineer II 
Sr. Proj. Engineer 

DRAFTING 
Chief Drafter 
0es9l Drafter VII 

PROJECTICONSTRUCTION DEPT. 
Manager. ProjectIConstrucOOn 

Secrelary II 
CONSTRUCTION INSPECTION 

Construction fispector 
Mgr. Const (Mateo) 

PROJECT BUDGETING &ACCOUNTING 

(FLL-

PAYROLL 
SSU 

~ngCIer1<I 
Budget Analyst I 

·5· 




Exhibit 
Page 6 ofl6 

SSl.VlEHIGH STAFFING SUMMARY 

( fiL

oVICe President-Finance 

TREASURY DEPT. 
Treastnt' 
CASH MANAGEMENT 

Supervisor, cash Mgt. 
Accoo1ting CIeri( I 
Accoooting CIeri( " 
Accoooting CIertt. Sr. 

ACCOUNTING DEPT. 
Controler 
REGULATORY ACCOUNTING 

Assistant Controller 
Accoooting CIeri( 1ISr. 

FINANCIAl ACCOUNTING 
Assistant Controller 

Accoootant I 

Accting Cleft( 1ISr. 


PAYROll 

Payrol Supervisor 

Accounting CIef1( I 


PROPERTY ACCOUNTING 

Lead Property Accotnant 

Accountant I 


ACCOUNTS PAYABlE 

NP Supervisor 

Accoooting CIeri( 1111 


SYSTEMS & PROC~ET DEPT. 
Manager, Sysens n Proc. 
BUDGETING 


Budget Analyst I 

SYSTEMS AND PROCEDURES 

Sys. & Proc. Analyst 
Accwtting CIeri( I 

PAYROll 
SSU 

-6 
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SSl.VLEHIGH STAFFING SUMMARY 

PAYROLL 
SSU 

POSITION 

INFORMATION SYSTEMS DEPT. 
Manager, Info. Sysaems 
PROGRAMMING 

Sr. Prog. Analyst 
COMPUTER OPERATIONS 
~, Computer Operations 
Asst. Comp. Operator 
Computet' Operaa I 
Computet' Operaa, Sr. 
Data Entry Operator I 

~ARESUPPORT 

Systems Engineer 
Computet' Technician 

ADMINISTRATIVE SERVICES DEPARTMENT 
Manager, Admin. SeMces 
PURCHASING 

FVchasing Agent 
Assistant Buyer 

RECORDS RETENTION 
Records Tech 

Executive Seaetary 

5 

1 
1 
o 

1 
2 

·7· 
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SSLVl.EHIGH STAFFING SUMMARY 

STAFFING PAYROLL 
LEHIGH SSU LEHIGH ssu 

POSITION TITLE 88 91 88 91 88 91 88 91 


VICe President-Operations 

CENTRAL REGION 

Manager, Central Region 

OSCEOLAJlAKE COUNTIES 

lake, Osceola Co. Area~. 

LAKE COUNTY 

o .::::. 

Lead Operaa (Lake County) 
Maintenance Helper, Tech. 
Operator I, II, III, IV 

FL CENTRAl COMM. PARK 
Lead Operaa (FL Cent. Comm. Pk) 
Operator I, II, III, IV 

OSCEOLA COUNTY 

1 
o 
o 

Lead Operak>r (Osceola Co.) 
Operator I, II, III, IV 

ORANGE/SEMINOLE COUNTIES 

Orange, Seminole Area Supv. 

COLLECTIONSIOISTRIBUTION 
Lead Main. Tech. (ColI.) 
Maintenance Helper, Tech. 

lAKE COPNiAY 

1 
o 

Lead Operak>r (Lake Conway) 
Operator I, II, III, IV 

1 
o 

- 8
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SSLVlEHIGH STAFFING SUMMARY 

PAYROLL 
SSU 

UNIVERSITY SOORES 
Chief Operaa (Univ. Shores) 

Maintenance Helper, Tech. 

Operator Trainee 

Operator I, II, III, IV . 

BUILDINGS &GROUNDS MAINTENANCE 
Lead Main. Tech (G((wds) 
Maintenance Helper, Tech. 

LEILANI HEIGHTS 
Lead Operaa (Leilani Hghts.) 

Main. Helper, Tech. 

Operator I, II, III, IV 


Operator I 
Electrician 

.;...... :.:. :.:.:.:.:-.... 

·9 · 
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SSLVLEHIGH STAFFING SUMMARY 

STAFFING PAYROLL 
LEHIGH SSU LEHIGH SSU 

POSITION TITLE 88 91 88 91 88 91 88 91 

NORTH REGION 

Manager, North Region 

Secretary I, II 

VOLUSIA COUNTY 

Volusia Co. kea Supv. 
Secretary I, II 

DELTONA LAKES 

~, Gas Operations 
Lead Meter Reader 

Meaer Reader 
Distribution Mecharic 
Service Tectrician 

Chief Operaa (Delma Lakes) 
Field Maint. WOf1<ar 
PIt Mail. Mechanic 
Mok)rpool Mechanic 
PIt Operator Trainee 
PIt Operator I, II, III, IV 
Storekeeper 

o 

o 

o 
o 

o 
o 
o 
o 
o 

o 
o 
o 

· 0 
o 
o 
o 

1 1\1\1 

1 :::: 
3 \': 

~ il\I\1 

- 10
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SSLVlEHIGH STAFFING SUMMARY 

~. Cust. Bus. Office 

Cust Ser. Rep. I, II, III 

St. Data Entry Operaa 


Data Eniy Oper. I, II 

~. Field Maintenance 

FI8Id Main. WOI1<er 

DisdxJtion Mechanic 

DiSVbJtion Foreman 

Una locaa 

SUGARMlll 
lead Oper. (Sugarmil) 
Operator Trainee 

DUVAl COUNTY 
[NvaI Coooty Area Supervisor 
MaiI1. Helper, Tech. 
Operator I, II. III, IV 
Cust. Ser. Rep. I, II, III 

AMELIA ISlAND 
Ameia Island Area Supv. 

Opeta&or I, II. III, IV 

Cust. Ser. Rep. I, II, III 


KEYSTONE HEIGHTSIPOMONA PARK 
Keystone Hgts. kea ~. 

PUTNAM COUNTY 
lead Operai)r (Putnam) 

Man. ~, Tech. 

Operator Trainee 

PAYROLL 
SSU 

1 
Operator I. II, III, IV 

BRAOFORDr'ClAYCOUNTIES 
lead Operaa (Bradford &Clay) 
Operator Trainee 
Operator I, II, III, IV 

2 

• 11 • 
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SOUTH REGION 

Manager, South Region 

Secretary I, II 

MARCO ISLAND/MARCO SHORES 

Marco Island /Ilea Supy. 

Chief Operaa 
Main. Helper, Tech. 
Operator Trainee 
Operator I, II, III, IV 

Chief Operaa 
Maint. Helper, Tech. 
Operator I, II, III, IV 

Supv, Cust. Bus. Office 
Cust. Ser. Rep. I, II, III 
Data Enry Oper .1, II 
Me_Reader 
Service Technician 

Lead Main. Tech. 
Main. Helper, Tech. 

VENICE GARDENS 

Venice Gardens Area Supy. 
LeadOperaa 
Operator Trainee 
Operator I, II, III, IV 

Supy, Field Maintenance 
Main. Helper, Tech. 

DEEP CREEKIBURNT STORE 
Sf. Main. Tech. 

Maim. Helper, Tech. 
LeadOperaa 
Operator I, II, III, IV 

SSLVLEHIGH STAFFING SUMMARY 

PAYROLL 
SSU 

1 
1 

1 
6 
1 
6 

1 . 
2 .... 
1 . 

2 

. 12 · 
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SSLVlEHIGH STAFFING SUMMARY 

STAFFING PAYROLL 
LEHIGH SSU LEHIGH SSU 

POSITION TITLE 88 91 88 91 88 91 88 91 

WEST REGION 

Manager, West Region 

Secretaryl,II 

o 

o 

1 :i::: 

'i 
SEASOARM.AKE GIBSON 

Seaboard Nea ~. 
Lead Main. Teen. 
Main. Helper, Teen. 

Operator Trainee 
Operator I, II, III, W 
Sr. Cost. Sir. Rep. 
Cost. Sir. Rep. I, II, III 

SUGAAMILL WOOOS 
Sugarmil Woods Nea ~. 
Secrelaly I, II 
Maintenance Helper, Teen. 
Operator Trainee 
Operator I, II, III, rtJ 

SUNNY HILLS 
&my Hills Nea Supv. 
Mainimance Helper, Teen. 
Operator Trainee 
Cust. Sir, Rep. I, II, III 

o 
o 
o 
o 
o 
o 
o 

o 
o 
o 
o 

1 :,::jj 
1 ::,: 
3 :::: 
1 :::: 
4t 
1 ::::: 

1 :::::' 

CITRUS COUNTY 
CiWs Springs Area ~. 
Secretary I, II 
Lead Maintenin:e Tech. 
Maimenance Helper, Tech. 

Operator I, II, IU, rtJ 
Operator Trainee 

Service TectIician 
Sr. Cost. Sir. Rep. 
Cust. Sir. Rep. I, II, III 

o 
o 
o 
o 
o 
o 
o 
o 
o 

·13· 
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SSLVlEHIGH STAFFING SUMMARY 

PAYROLL 
ssu 

MARION COUNTY 
Marion Oaks /Ilea Supervisor 
Secretary I, II 
Opefator IV 
Opefator Trainee 
Opefator I, II, III 

SeMce Technician 
Lead Maintenance Tectl. 

Maint. Helper, Tech. 
Sr. Cust. Ser. Rep. 
Cust. Ser. Rep. I, II, III 

SPRING HILL 
Lead Operak>r Spring HI 
Opefator I, II, III, IV 
Maintenance Helper, Tech. 

SupeMsor, FI8Id Mailtenance 
Office Cieri< 
Lead Maintenance Tech. 
Maintenance Helper, Tech. 
SeMce Technician 
Welder 

Supervisor, Cost Bus. Office 
Sr. Cust. Ser. Rep. 
Cust Ser. Rep. I, II, III 
Ofb CIeri< 

Data Entry Opefator I, II 
Lead Meter Reader 
Me_Reader 

SeMce Technician 

o 
o 
o 

o 1 
4 
1 

- 14 
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SSUllEHIGH STAFFING SUMMARY 

PAYROLL 
SSU 

OPERATIONS AOMINISTRATON DEPT. 
Operations Admnstrai)( 

Operations Specialist 


Lead Meter Reader 

Me_Reader 

Dispak:her 

TECHNICAl SERVICES DEPT. 
TectlnicaI Services Adminis!raa 
Technical Services Specialist 

Secrelaly II 

GAS MARKETIN<WPERATIONS DEPT. 
LP Gas Aanns!raa ..... ............... 


. 15· 
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SSLVLEHIGH STAFFING SUMMARY 

PAYROLL 
SSU 

LEHIGH 

VICe President &General Manager 

Acininistrative Assis&ant 

Atea Super't'isor 

Secretary I, II 

Sr. Gust. Ser. Rep. 
Cust. Ser. Rep. I, II, III 
Data Entry Operator I, II, Sr. 
Meter Reader 

SeMce Tectrician 
Service Tectt Trainee 

Lead Maintenance Technician 
Maint. Helper 

Chief Operamr (Water) 
Operator I, II, III, roJ 

Chief Operamr (Wastewater) 
Operator I, II, III, IV 

1 
3 
1 
0 

1 1 
8 8 

1 
4 5 

·16· 





