IN THE CIRCUIT COURT OF THE 6!
JUDICIAL ' CIRCUIT IN AND FOR
PINELLAS COUNTY, FLORIDA

CiVIL DIVISION
CASE NO.: 05-7822-Cl-11

ALFRED L. WILLIAMS, 11, on behalf of
himself and all others similarly situated, CLASS REPRESENTATION

Plaintiff,
VS.

HERITAGE OPERATING, L.P.

d/b/a HERITAGE PROPANE, a Delaware
Limited Partnership, as successor

in interest to PEOPLES GAS COMPANY,

Defendant.
/

PLAINTIFF’S SECOND AMENDED CLASS ACTION COMPLAINT

Plaintiff, :ALFRED L. WILLIAMS, I, on behalf of himself and all others similarly
situated, by and through his undersigned counsel, brings this action pursuant to Florida
Rule of Civil Procedure 1.220(b)(1)(B), 1.220(b)}(2), and 1.220(b)}(3) against the
Defendant, HERITAGE OPERATING, L.P. d/b/a HERITAGE PROPANE, a Delaware
Limited Partnership (hereinafter "HERITAGE OPERATING"), as successor in interesf to
PEOPLES GAS COMPANY (hereinafter “PEOPLES GAS"), and all facts being extant
and material alleges as follows:

1. Thjlis is an action for damages in excess of FIFTEEN THOUSAND
DOLLARS ($15,000.00).

2. Plaintiff is a resident of Pinellas County, Florida, and is, in all respects, sui
juris.

3. Defendant, HERITAGE OPERATING is a Delaware Limited Partnership
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registered and authorized to transact business in the State of Florida.

4, The Defendant HERITAGE OPERATING supplies LP gas, also known as
propane gas, to customers throughout the State of Florida.

5. On or about April 29, 1996, the Plaintiff contracted with PEOPLES GAS to
install LP gas plumbing, an underground LP gas tank and related equipment, and an LP
gas water heater at his home located at 2295 West Bay Isle Drive, S.E., Saint
Petersburg, Flérida. (A copy of the General Sales Agreement is attached is hereto as
Exhibit “A").

o. Both the front side and the backside of the aforesaid contract indicate that
the LP gas tank installed on Plaintiff's premises was owned by PEOPLES GAS,
however, the contract does not provide for any rental fee for such fank, whatsoever.
Such contract remains in effect through the present time, and the Plaintiff has fully
complied with each and every obligation imposed upon him by such contract.

7. U,ﬁder'the aforesaid contract, Plaintiff agreed to purchase from PEOPLES
GAS all of Plaintiff's requirements for LP gas used in connection with the LP gas tank
and related equipment provided by PEOPLES GAS.

8. Based upon the discovery propounded thus far’'in this matter, every
Peoples Gas customer had the same “General Sales Agreement’ as the named
Plaintiff.

9. Since 1996, there have been several mergers/purchases/transfers in
interest/ownership changes from PEOPLES GAS to HERITAGE OPERATING.

10. In‘HApriI 1996, PEOPLES GAS was a subsidiary of Lykes Energy, Inc., a

privately held holding company.
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11. On or about June 16, 1997, PEOPLES GAS became a subsidiary of
TECO Energy, Inc. when Lykes Energy, Inc. merged with and into TECO Energy, Inc. in
a stock-for—stodf{ transaction. |

12. On or about August 1, 2000, PEOPLES GAS was dissolved as a
corporation by TECO and all of the assets, liabilities and operations of PEOPLES GAS
were contributed by TECO to a newly formed, wholly-owned entity, Peoples Gas
Company, LLC.

13.  Subsequently, TECO contributed 100% of the equity interests in Peoples
Gas Company, LLC to U.S. Propane, L..P.

14.  On or about _August 10, 2000, U.S. Propane, L.P. transferred 100% of the
equity interests':'in Peoples Gas Company, LL.C to HERITAGE OPERATING.

15.  Effective June 30, 2003, Peoples Gas Company, LLC was merged with
and into HERITAGE OPERATING pursuant to a Certificate of Ownership and Merger,
wherein HERITAGE OPERATING expressly agreed to assume all of the fiabilities and
obligations of Peoples Gas Company, LLC.

16. On July 1, 2003, Peoples Gas Company, LLC surrendered its authority to
transact business in the state of Florida and at some time subsequent to this date, the
former propane‘operations bf Peoples Gas Company, L.LC began to do business in the
State of Floridé under the trade name Heritage Propane. Heritage Propane is
registered as a fictitious name with the Florida Department of State, Division of
Corporations and such name is owned by HERITAGE OPERATING.

17.  In January 2005, over four years after Peoples Gas Company, LLC was

acquired by HERITAGE OPERATING, HERITAGE OPERATING d/b/a Heritage
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Propane, began charging Plaintiff, ALFRED L. WILLIAMS, Il a “Tank Rental” fee of
$5.00 per month, billed quarterly. The first Tank Rental fee of $15.00, for the months of
January through March 2005 appeared on Mr. Williams’ March 31, 2005 statement from
Heritage Propane. (A copy of the statement is attached is hereto as Exhibit “B”).

18. The only explanation given for the newly imposed fee appearedr in a
caption at the bottom of this statement, which stated: “JAN 1 2005 TANK RENT MIN
PRICE IS GOING UP TO $60 YEAR". By using the terms “TANK RENT MIN PRICE”,
the caption seems to imply that some customers, perhaps those with larger LP gas
tanks, may be charged a Tank Rental fee that is higher than the minimum $60 annually.

19. Al conditions precedent to bringing this action have occurred, been

performed or excused.

CLASS REPRESENTATION ALLEGATIONS

20.  Pursuant to F.R.C.P. 1.220(b)}(1)(B), 1.220(b)(2) and 1.220(b)(3), Plaintiff
brings this claim on behalf of a Class of all Florida customers who contracted with
PEOPLES GAS to supply LP gas for properties and homes within the State of Florida,
who, are being‘charged a “Tank Rental” fee by Defendant HERITAGE OPERATING,
which is not provided for/delineated in their PEOPLES GAS “General Sales Agreement”
confracts.

21.  This Class consists of all Floridians who entered into such “General Sales
Agreement” contracts with PEOPLES GAS to supply LP gas, which are silent as fo any
“Tank Rental Fee” who are being charged such a fee by the Defendant HERITAGE
OPERATING.

22. Pt'éintiff allegés, on information and belief, that the number of Class
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members is s0 numerous that joinder of all of them is impractical. Plaintiff's beliefs are
based in part on a U.S. Securities and Exchange Commission Form 10-K filed with the
SEC on November 29, 2000 by Heritage Propane Partners, L.P., which indicated that
PEOPLES GAS had more than 70,000 customers in Florida. (A copy of such Form 10-
K is attached is hereto as Exhibit “C").

23. The members of this Class will be easily ascertained from the records of
the Defendant.

24.  The Class Representative’s claim raises questions of law and fact that are
common to the claims of each member of the Class. Specifically, the central issues
raiéed by this action is whether the Defendant, HERITAGE OPERATING could, under
the ‘General Sales Agreement” contract pursuant to Florida law, require customers, to
pay a “Tank Rental Fee”, when the contract is silent as to any such fees.

5. The claim of the Class Representative is typical of the claim(s) of each
member of the Class. The Class Representative will also seek declaratory and/or
injunctive relief to declare the rights of persons within the statutes of limitations period,
and to enjoin HERITAGE OPERATING from charging such fees in the future.

26. The Class Representative is a Florida resident who will fairly and
adequately protect and represent the interests of each member of the Class.
Additionally, the Class Representative is fully cognizant of his responsibilities as Class
Representative',‘ﬂand has retained experienced counsel fully capable of, and intent upon,
vigorously pursijing this action.

27. The questions of law or fact common to the Class Representative's claim

and the claim of each member of the Class predominate over any‘ question of law or fact
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affecting only individual members of the Class. Additionally, the prosecution of separate
claims by or against individual members of the Class would create é risk of adjudication
concerning individual members of the Class which would, as a practical matter, be
dispositive of the interest of others members of the Class who are not parties to the
adjudication(s), or would substantially impair or impede the ability of other members of
the Class who are not parties to the adjudication(s) fo protect their interest. Class
representation is'therefore clearly superior to other available methods for the fair and
efficient adjudication of this controversy. Additionally, the Defendant's actions are
generally applicable to .the Class as a whole thereby making declaratory/injunctive relief
to the entire Class particularly appropriate.

COUNT |
BREACH OF CONTRACT

Class Representative, ALFRED L. WILLIAMS, li, hereby adopts, affirms and
realleges each and every allegation set forth in Paragraphs 1 through 27 and further

alleges:

28. The _Iaforesaid actions by the Defendant HERITAGE OPERATING of forcing
Class members to pay a “Tank Rental Fee”, when their contracts with PEOPLES GAS
are silent as to any such fee, constitutes a breach of the aforesaid contract in the
following specific ways:

A) By charging the “Tank Rental Fee” the Defendant,
HERITAGE OPERATING has unilaterally improperly
modified the contract between the parties;

B) The Defendant, HERITAGE OPERATING has, after several
years reinterpreted the contract to allow it to charge such
“Tank Rental Fee” as a “charge for LP Gas and service’,
even though such terms are not defined in the contract;

C) The subject contract, like every contract in the State of
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Florida, has an implied covenant of good faith and fair
dealing. The Defendant, by charging such “Tank Rental
Fee”, despite the fact that there is no mention of such fee in
the contract whatsoever, and despite the fact that for 9 years
no such charge was ever made, is in breach of such
covenant,

29. As a direct and proximate result of such Breach of Contract, the Plaintiff
and members of the Class have suffered damages in the amount of such wrongfully
charged “Tank ;.‘iT?entaE'Fees”, together with interest on all liquidated sums.

WHEREFORE, the Plaintiff, ALFRED L. WILLIAMS, [i, on behalf of himself and
all others similarly situated, demands judgment against the Defendant, HERITAGE
OPERATING, a successor in interest to PEOPLES GAS, for the amount of such “Tank

Rental Fee”, together with interest and reasonable attorney's fees and costs.

COUNT H
DECLARATORY JUDGMENT/INJUNCTIVE RELIEF

Class Representative, ALFRED L. WILLIAMS, 11, hereby adopts, affirms and
realleges each and every allegation set forth in Paragraphs 1 t.hrough 27 and further
alleges:

30. This is an action for declaratory and injunctive relief pursuant to Chapter
86 of the Florida Statutes.

31. Plaintif, ALFRED L. WILLIAMS, |I, individually, and as Class
Representative, contends that the PEOPLES GAS contract did not reserve the right to

charge a “Tank Rental Fee”, and that such charge by HERITAGE OPERATING is

wrongful.

32.  Further, Plaintiff, ALFRED L. WILLIAMS, i, individually, and as Class

Representative, contends that there is no right under either the common law, or statute
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or regulation that would permit the Defendant HERITAGE OPERATING to force Class
members to, after several years, pay a “Tank Rental Fee” when the contract is silent as
to any such fee.

33. That as a resuit of such conduct by the Defendant HERITAGE
OPERATING, the Plaintiff, ALFRED L. WILLIAMS, I, individually, and all Class
Members were forced o pay such “Tank Rental Fee”, because if they refused to pay,
pursuant to the “General Sales Agreement” contract, they would be subject to the
Defendant, HERITAGE OPERATING removing its LP Gas tanks and equipment from
their property, and HERITAGE OPERATING would charge them for all costs associated
with removing the equipment.

34. On the facts of this case, the Plaintiff, ALFRED L. WILLIAMS, i,
individually, and as Class Representative, is in doubt as to his rights and the rights of all
other purported Class members under the terms and provisions of the subject contact
document and Florida law.

WHEREFORE, Plaintiff, ALFRED L. WILLIAMS, I, on behalf of himself and on
behalf of all purported Class members, respectfully requests that this Court:

A) Take jurisdiction over this matter for purposes of rendering a
declaratory/injunctive decree;

B) Having taken jurisdiction, that this Court enter an order
declaring that Defendant, HERITAGE OPERATING, by
forcing Class members to, pay a “Tank Rental Fee” when
the contract is silent as to any such fee violated Florida law;

C)  Enter an order that by virtue of such violation of Florida law,
that the Defendant HERITAGE OPERATING is estopped
from forcing Class members fo, pay a “Tank Rental Fee’
when the contract is silent as to any such fee now and in the
future;
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D)

E)

| HEREBY CERTIFY that a true

Require that the Defendant, HERITAGE OPERATING
properly notify each and every such Class member of this
Court's findings and further require that such Defendant fully
compensate each Class member injured as a result  of
such wrongful conduct;

Grant both preliminary and permanent injunctive relief to
prevent any further harm resulting from such acts and/or
omissions of the Defendant, HERITAGE OPERATING;

Grant such other relief as this Court deems proper;

Retain jurisdiction over the parties and the subject matter to
assess reasonable attorney’'s fees and costs to Class
counsel and any and all penalties this Court deems met and
just,

CERTIFICATE OF SERVICE

Law Firm, P.C., 1515 8. Utica Avenue, Suite 250, Tulsa OK 74104.

LAW OFFICE OF SCOTT T. JOHNI, P.A.
Scott T. Johni, Esg.

Suite 3B, The Barristers Building

105 South Edison Avenue 1615 Forum Place

Tampa, FL. 33606
(813) 286--2811

Woest Palm Beach, FL 33401
(561) 616-3333 (0)

Co-Counsel for Plaintiffs (561) 616-3266 (fax)

1172/mss

Email: jliqoio@ligaiolaw.com

By %u lce.

nd correct copy of the foregoing has been
furnished by FAX and U.S. Mail this " Cday of May 2007 to: November 27, 2006 to:
HUNTER H. CHAMBERLIN, ESQ., The Robbins Law Firm, 2639 Martin Luther King, Jr.,

Street, North, St. Petersburg, FL 33704; and R. CHARLES WILKIN, Hl, ESQ., Glass

LIGGIO, BENRUBI & WILLIAMS, P.A.

JEFFRE M.LIGGIO <
FEonda Bar No.: 357741

/5=TJENE P. WILLIAMS-RHOADS

Florida Bar No.: 55980
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' NATURAL GAS SERVICE: : C e

* " The Applicant named on the revirse side hereot makes application to Peoples Gas System, Inc. (Company) for natural gas service under the-classificat!
. —.!ndlcatad on the reverse side hereof: S '

-~ ~Qas Isto be delivered to me at the outlet side of the Company's gas meter serving the premises Indleated on the reverse side hereo!, Such meter and seni
line there to be Installed and operated pursuant to company’s tariff, and If located on my property, the site therefor to be furalshed free. of charge by me. .
The Cdmpany and its representative are heteby auffiorized 16 eiflef upon dnd Iistali on Ty Bropetly the gis' méteF or metsfs ahd gas plge for furnishi
gas 10 sald address, and to ditch and lay pipe as s outstde the building. The gas pipe from the Company's gas system to and ncluding said meter or mete
shill be owned, operated, and maintained by the Company with a perpetual right of ingress and egress thefefo héteby granted to the company for such purpos

" "All"gas plps, from the outlet side of sald meter or meters, shall be owned, operated and maintained by the undersigned at his sote cost and risk. .

1 will recelve and pay for all gas delivered to me according to the applicable rules and regulafions fliled with the Florlda Public Service Commission und
the applicable rale schedule, any gas delivared 1o me al any other delivery point Is also subject to the terms and conditlons hereof, Na oral statement shall chang
the term of this obligation. " - ] T . : N

If custordor falls or refuses o take gas servica from the COMPaHY, the Customer shall pay to HHe Coftipariy the actugl cost inctrred by tHe Company 1A constrysctir
the facilities to have been used In providing service to the fustomer, - . , ] Co ; |

Where the maln and service line installatfon expenditures exceéd 10,000, the Customer shail pay to Sompany the amount, f any, by which the aclu
consltuction cost Incurred by Coripany exceeds the maximum allowable constryction cost as recomputed less any refunded construction deposit paid by ik
Customer. The maximum allowable construction cost wiil be baged on five-year aciua! revenies and cost of gas from the date on which gas service Is initjate
ot oh the Customer's discontinuance of the service provided by the Company, whichever should ocour first.
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' LP GAS-SERVICE:

. Inconsideration of Peoples Gas Company {Company), agreeingio supply LP G'%*sj tob_f’{he consumer named on the reverse side harsof (Consumar), i Is mutuafl
dgréed thatr — - ‘ ‘ T : : : :
" “Title to and properiy in the LP Gas lank(s) and equipment are and remaln in the Cormpany and Company may add to or deduat from or otherwise_alter i
any manner its LP Gas equipment. Consumer grants to Company frae rights of ingress and egress 1o the pramises of the Consumer for all pUIp0OSes necessar
to the rendering of service and delivery of LP Gas. All equipment and piping shall temain personal property, even ¥ altached to really, whith can be remove
from the premises without damage to the premises, Consurer agress 1o be responsible for ali costs associated with temoving tanks and equipment,
"~ Consumer agrees o' purchase from Company alt of Cansurmer's requirements for fiquified petroleurn gas used in connection with Companfgll:ﬁméj‘as' tan
and related equipment provided by Company,

....Company may shut off the supply.of LP.Gas o lerminate this agreement and remove its LP gas tank and sstated squipment at any.tme for.any. of.the followin;
causgs: () Breach of any of the terms and condilions hereof..(b).Non:payment of any charges for LP Gas, or. other charges hereunder. {c} Non-occupancy b

Consumer O préntisss wWhste LP Gas equipment is Installed except during any authorized nonusage period. (d) Fallure of Consumer 1o pay Company for specia
trips to dgllyer LP Gas made necessary by Consumer's lallure to pay bills when due. (e} If any product other than that of the Company Is used with said squipment
(6 if a morigage or other prior fien upen the premises Is foreclosed, or if there Is a sale or other transfer or conveyance of the premises. )

Company has the fight to elter Its schedulé of charges for LP Gas and sorvice at any time without notice.
Consumer agrees to Indemniify the Company for destruction of or damage to sald equipment (except damages due to ordindry weaf and tear).
- % This-agreemant s not és_élgﬁgbfga or transferrable by the Consumer without wrillen consent by the Company.

PEOPLES SALES & SERVICE: L
Buyer agrees the appliance(s) will be installed and cperated In compliance with afl applicable safety codes and that no flammables wiil be used or storec
near such appliance(s). _ : '
The mahufacturer of the goods provides a limited warranty. Consequently, Peaples Sales & Service itself makes no warranties to buyer, expross
or impiled,.arid hereby expressly disclalms any warranty of merchantability or fitness for a particular purpose. There are no warranties that extend beyond
. the description contained In this General Sales Agreement. . . » . -

.- Buyer hereby grants to Peoples Sates & Service a securlty Interest in any appllances or other property purchased by Buyer to secure any portion of the purchase
price which remalns unpald from time to time. Peoples Sales & Setvice shall have the right t6 exercise the remedies provided for in the event ¢f a default under
the Uniform Commercial Cade if any amounts owing are not pald when dus or if Buyer falls to comply with eny other duty-urdor this Agreeient, -~ -

To prevent tipplng, the factory furnishes a anti-tip bracke!, with your new range. The antitip bragket must be anchored 1o Jhe floor or wall and the range
must be engaged to the bracket. Instructions for installing the anti-tip bracket are found in the Instruction packet that comes with the range and on the back side
of the range. e e e e e e L . '

it the applicant doesn't agree 1o have Peoples Sales & Service install the anti-tip bracke!, the applicant agrees to ralease and hold harmisss Peoples Salss
&-Servico and will assume responsibliity for the installation of the antl-tip bracket. Therefore, the applicant knowingly waives any right for any action or ciaim
against Peopie_s Sales & Serv}ce or the manufacturer for not Installing or improper Installation of the anti-tip bracket. ‘ SO [

We ask all new customers to mark and/or Iocate any underground faci[ities that may ba oh your properfy that do not baTonq to locaf uillitia (spririkler
system, seplic tanks, sewer lines, dralnage tields, ete.). Our crews will exercise due tare durlng sonstruction, but cannot assume responsiblilies Tor
undergroufif taﬁa which are not marked and/or correaﬁly'iocafed by a properiy owner prior to construction. We will assume responsibility for contacting
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PARLT T

FORWARD-LOOKING STATEMRENTS

CERYAIN MALTERS DISCUASED IN THTH REPORT, EXCTUDING NTTSTORLCAT
LNFORMALLION, AS WRLL AS SOME STATREMENLS DY HERITAGE LN PRRIODIC PRESS RELEASESH,
INCTUDE CRRTAIN "FORWARD-TQOKINGY STAVEMENTS. ALTHOUGH HRRITAGE BELIKVES SUCH
FORWARD-LOOKTNG STATEMENTS ARE BASED ON REASONABLE ASSUMPTTONS NND CURRENT
FXPECTATIONS AND PROJECTIONS ARQUY FUTURE KVENTS, NO ASSURANCE CAN BE GIVEN THAT
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EVERY OBJECTIVE WITT BE REACHRD, SUCH STATEMENYS ARE MADE IN RELTANCE ON THE
*SAFE HARNDOR"T PROTEQTTONE PROVTRRER UNDER THR DPRIVATE SECURITIES LITIGATION

REFORM ACT COF 19985,

AS RRQUIRED BY THAY LAW, (IRRITAGE HERFERY IDENVIFIRS THE FOLVOWING
IMPORTANT FACTORS THAT COULD CAUSYE ACTUAL KESULTE TC DIFkFER MATERIALLY FROM ANY
RESULTS PROJECTRED, FORECASTED OR ESUIMATRD BY HERITAGE IN FORWARD~LOOKING

BLATEMENTS.
THESK RISKS AND UNCRRTALNTIRS TNCLUDE, AMONG OTHER THINGS:

o CHANGRS IN GENERAT, ECONOMIC CONDITIONS IN THE UNITRD STATES AS
WELL AS CHANGES IN GENERAL RCOONOMIC CONDITTONS AND CURRENCLES

IN FORRTGN COUNIRIES:

WRATHER CONDTTTIONS TIAT VARY SVGNTFTCANTLY FROM HTSWENRTOATLY
NORMAL CONDITTONG;

i

o YHE GENERAL LEVEL OF PEPROLEUIM PRODUCY DFMAND, AND TIE
AVATLARILIYTY OF PROPANE SUPPLTRG:

o] RNERGY PRICRS GENBRALLY AND SPECIFICATLY, YHE PRICE QF FROPANE
TO TEE CONSUMER COMPARED T0O THE FRICR OF ALTERNATIVE AND

COMPRTING 2UBRTS;

COMPETTTION FROM OTHER PROPANE DISTRIBUTORS AND ALTRRNATE

]
FUELS;

o) TR AVALLABTTLTTY AND COST QF CARITAL;

o CHANGRS IN LAWS AND REGULATTONSG TO WHLCH HRRIVAGE TS5 SUBJECY,
INCLUDING TAX, ENVIRONMENLAL DNT EMPLOYMENT REGULATT(MNSG;

o THE COHTHS AND EFFECTS OF LEGAL AND BDMINISTRATTVE DROCEREDTNGS
AGAINSY [ERYTAGE OR WHTCH MAY BE DBROUCHT AGAINST RERITAGE;

o) wHE ARTLITY OF HERTTAGE 'O SUSTAIN IvE NTHSTORICAL TRVELS O
INTERNAT, GROWYLH; AND

1] THE ABILITY CF BERITACE TO CONTINUE TO LOUATE AND ACGUTRE

OTHER PROPANR COMPANIES AT PURCHAHE PRICES THAT ARE ACCRETIVR
O TTS FINANCTAT RESULTS.

TTEM 1. BUBINRSS

MERGER

Tn August 2000, TECO Energy, inc. ("TECO"), Atmos Energy Corporation,
Piedmont Watural Gas Company, [nec, and AGL Rasources, lno. conlributed sach
company's propane operations, Peoplas Gas Cempany ("Peoples Gas"}, United Citles
Propane Gas, Tne, ("United Cliies"), Piedmont Propane Company {("Pledmon=t), and
AGL Propane, Ina, (VAGLY), respectively, to U.S. Propane, L.P, {"U.8. Propane”)
in exchange for equily intorests in 0.8, Propane. The merger wag accounved for
as an acquisition using Lhe purchase method of acceunting with Peoples Gas baing

the accounting avquiror,
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Tn August 2000, U.9. Propane acquired all of the outstanding conwon
stock of tleritage Holdings, lnc., Herilage Propane Partnerg, L.P.'s General
Partner, for $120 million. By virtua of Heritagno floldings Inc.'s general parlner
and llmited parthner interests in Heritage Propane Partaers, T.P., U.B. Propane
grnined control of Heritage Propane Partners, L.P. Simultaneously, U.5. Propane
transterred its propane operations, consisting of ifs interest in fowr soparale
limitod Liabllity companics, AGL Propanc, L.L.C., Peoples Gus Company, L.L.C,,
United Cities Propane Gas, L.L.G. and Retail Propane Company, L.L.C., (former
Piedmont operalions) to Heritage Propane Partners, L.P. for 5181.4 million plus
working capital. The $181.4 million was payable $139.5 million in cash, $31.8
million of asstmed debt, ahd the issuance of 372,392 Commen Unils of leritage
Progmae Bartresa, oD wa T Al 57,3 miltian and o 1 010 penvveani Timitrd
partnorship interesi in Heritage Operating, L.P. valued atl 2.7 miliion. The
purchase price and the issuance price for the Common Unita were approved by an
independent coamittoe of the Board of Dircctors of Heritage Holdings, Inc. The,
igsuance price for the Common Units was $19.73125 per unit under a fornula basod
on Lhe average closing price of the Common Units on Lhe New York Stock Fxchange
for the twenty (20) day poriod beginning ten {10) days prior fo the punlic
announcement of the transachbion on June 15, 2000 (the "Formula Price"). Tho
working capiial adjuslment is anticipated to be settled in December 2030.

Goncurrent with Lhe acquisitlon, Heritage Propanc Parlaners, 7.0,
horrowed 5180 milllon from several instiiutional inveslors ang sold 1,161,H14
Coremon Units and 1,382,514 Class B Subordinated Units in a privale placoment Lo
the tormer sharcholders of Hevitage Holdings, lne. based os tho Formula Prico
resulting in net procesds ot $50,2 million, The total of Lhese procseds was
utilized to [insnce the transachion and robire a portion of existing daebl.

fleritage $ropane Purtners, T.P. ks tho surviving entily for logal
purposes; howevar, U.S. Propane’s propane operations will be the acvguirer for
accounting purpcses. For purposes of the discussion herein: (1) Peoples Gas ig
described as the nocounting acquirer because Peoples Gas was the acquirer in the
Lransaction Lhal formed U.S. Propane; (2) the propane oporations of Herilage
[ropane Partners, L.P, prlor to the series of transactions wilh U.8. Propane ara
referred to as Predeccssor Heritage; and (3) tho combined opervalions of U.5.
Propane's propane operations and Pradecessor Heritage are doscribed as Haritage.

Peoples Gas has a fiscal year~ond of December 31. The cight-menth
period ended August 31, 2000 Form 10-K will be Lreated as a transition period
under the rules of the Securitics and Exchange Commission., However, this Form
10-X is not a Lransition report as the registrant will continue to have an

Augusl 31 fisgal year-end,

Heritage believes it ig presontly Lhe fourth largest retail markoter of
propane in the United Statos (as measurad by retail gallons sold}., Herltage
currently serves more khan 484,000 active reszidential, commercial, industrial
and agricultural customers located ln 28 stotes, Heritage's opurationg sxtend
[rom coast £o coast with concentrations in tho weslern, upper aidwestern,
norLheastorn and southeaslern regions of tho United States,

BUSTNRSS OF PRENFCESSOR HERTTAGE
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Heritage Propane Partneors, L.D., a publicly traded Dolaware limited
partnorship, was formed in April 1996, Herituge Propane Parloers, L.P.'s
activities are conduchted through its subsidiary, Heritage Operating, T.P. (the
"Operating Partnership"). Herilage, with a 98.9829 percent 1imiled partner
inlersst, was the sole limited partner of the Operating Partnership. The
Operating Partnership accounts for nearly al! of the consolidated assets, sales
and operating narnings of Heritage Propane Partners, L.l

The businoss of Predecossor Herlitage, starting with the formation of
Horitage Holdings, Tne. in 1989, has grown primarily . through acquisitions of
retail propane operations and, to a lesger exltent, through internal growlh.
Silpce its inceplion in 1989 through hugust 9, 2000, predecessor Heritage
“completed 70 acquisitions for a total purchase price of approximately $257
miillon. Volumes of propanc sold Lo retall customers have increased gteadity
From 63.2 miltion gallons for the [iscal yoar onded August 31, 1992 Lo 170.9
n,oannn
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BURINRES OF PEOPLLRS GAS

Peoples Gas 1o & Florida corporation and formerly & wholly ownied
subsidiary of TECO. ln Juno 1997, YECO acquirad Lykes knorgy, Inc. ("Liskes") for
approximately 12,1 million shares of ils common stock valued af approximatoly
8360 million. Prior Lo the morger belween TECO and Lykes, Paoplon Gags way a
wholly owned suvbsidiary of Lykes.

Tn January 1998, TECO completed its merger with Grifilis, lnc.
("Griffis") tor approximataiy 600,000 shares of ils common stock valued at
approximately $1% million. This merger was aceounted [or as a poolling of
interesly. Concurrenl with the merqer, Griffis was merqed inte Peooples Gas.

GHNERAT,

At the Lime of the series of transactions that formed U.5. Prupane and
gombined the operallions of Predecessor Heritage and U.8. Propane, Peoples Gar
was serving more than 70,000 active residential, commercial and wholescle
customers lovated in the klorida peninsula. Peoples Gag has grown by expanding
existihg markets as well as through acquisilions of independenl propanc
vperations located in norlheast and southwesl Florida. Prior Lo the series ol
Lransactions, Peoples Cas believes it was among Lhe top 2h independent propane
dislributors nalionally and was Lhe largest indepesndent propane distrikruter in

Fiorida.

Peoplos Gas believes 1t has held competitive advantages in both the
raesidential and commercial markets through lts foous on customer sarvice and
product relisbility, Following is o summary of rotall sales volumes por fiscal
year for Peoples Gas, The Lransition paried ended August 31, 2000 reprosents
gaven months of Peuvples Gas sland-alone and one month of laritage.



