
TO 

FRO~1 

RE 

AG ENDA 

PANE L 
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FLORIDA PUBlIC SERVICE COMMISSION 

Fletcher Building 
101 East Gaines Street 

Tallahassee, Florida 32399-0850 

M E M 0 RAN DUM 

MAY 25, 1989 

CH ~ r{lU,J f~ .-/ 
DIRECTOR OF RECORDS AND REPORTING I ~ 

DIVI SION OF WATER AND SEWER (HAND, m~tJr'R~~V ',; -
DIVISION OF LEGAL SERVICES (PIERSON _ 

'V' 
~--

UTILITY: MOBIL E LAND & TITLE COMPANY 

DOCKET NO. 881245~SU 

COUNTY: LEi:: 

CA SE : APPLICATION FOR TRANSFER OF CERT IFI CATE NO. 57-S FR M 
MOBILE LAND & TITLE C Ol~PANY TO CARRIAGE VI LLAGE 
LANDOHNERS I AS~;OCIATION. INC. 

JUNE 6, 1989 - CONTROVERSIAL - PROPOSED AGENCY AC TION FOR ISSUE 
NO . 2 - PARTIES MAY PARTICIPATE 

FULL C Ot~M ISS roN 

CRITICAL DATES ; NO NE 

I S Uf AND RECOM~'ENDAT ION "UMMAR Y 

r SSUE 1: Shoul d t he t rans fer of Cer t ifi cate No. 57 - $ and the util ity assets 

from Mobi l e Land & Ti t le Company to Car r iage Vil l age Landowners' Associ atio n, 

Inc. be approved? 

RECOMNENOATION: Yes, the transfer of Certifica te No , 57-S and the utility 

assets frow. Mob'le Land & Ti t l e Company to Carriag~ Village Landowner ' 

Association , Inc. should be approved . (HAND, GOODlIN) 



I 
DOCK ET NO. 88l245-SU 
MAY 25. 1989 

ISSUE 2: What is the proper level for rate base. representing net hook Vr)lue. 

at the time of transfer? 

RECOMMENDATION: Rate base, which for transfer purposes reflects the net book 

value, should be es tablished at $91.272. as discussed in the body of this 

recommendation . (HAND , GOODWIN) 

I SS UE 3: Should an acqu 'is'ition adjustment be included in the r a te ba c; e 

cal cu la tion at the time of transfer? 

RE(;OMMENDATION: No, an acquisition adjustment should not be inc luded i n the 

r a t e base calculation. (HAND) 

ISSUE 4 : Should Carr i age Village Lan down er' s As s eiat i on, Inc . adopt and use 

t he ra te s and cha r ges previ ously approve d for Mobil e Land & Title Company ? 

ECOM~'ENDATION : Yes. Car r ia ge Vi 11 age shou l d con t i nue to us e th e ra t es nd 

charges previously approved .o r the uti l ity. (HAND ) 

ISSUE 5: Shoul d t i s docket be cl osed? 

REcm·1MENDATION: es. if no t ime1y protest i s r ece ; ved to the PAA porti on of 

the Order. then t hi s docket sho ul d be closed. (HAND) 
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DOCK ET NO. 881245-SU 
MAY 25, 1989 

CASE BACKGROUND 

On t~ay 31 , 1988, Mobile Land & Title Company (Mobile Land) sold the 

utility, recreational facilities, and additional land to Carriage Village 

La ndowners' Assnciation, Inc. (Carriage Vil1~ge). Carriage Village, a 

non -profit corporation, consists of landowners in the Carriage Village Hobn e 

Home Park, and are the majority of the customers of the util i ty. Fifteen of 

the customers;n C3rY'iage Village and all 45 customers in the Royal Carr iage 

Mobi1e Home Park, vhich is also served by the utility. are not members. Si nc e 

the util i ty is set"'l; n9 cus tomers who are not members of the corpora ti on, the 

utility will conti nue to be under this COl11T1ission's jurisdiction. 

On September 26, 1988, Carriage Village filed an application t o 

t ransfer Certi fica ce No. 57-5 f rom Mobile Land & Title Company. 

The ut i 1-; 'y i s loca t ed in North For t t·lyers an1:.l serve s a to t a 1 of 42 3 

t:RCs, 383 i n Car ri age Vill age Mobile Home Par k (C ar r i age) and 45 i n Roya l 

Coach r~ob i 1 e Home Park i Ro' (1 1 Coa,ch). 
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DOCKET NO. 881245-SU 
MAY 25,1989 

I SSUE 1: SllOUld the transfer of C.ertificate No. 57-S and the utility assets 

f r om Mobile Land & Title Company to Carriage Village Landowners' Association, 

Inc. be approved? 

RECOMMENDATION: Yes, the transfer of Certificate No. 57-5 and the utnity 

asse ts from Mobi'! eLand &- . i tl e Company to Carr; age Vill age Landowners I 

As sociation, Inc. should be approved. (HAND. GOODWIN) 

STAFF ANALYSIS: Carriage Village applied for a transfer of the Mobile Land & 

Title Company's \'Iastewater treatment system and corresponding Ce,(,tfficate No. 

57-5 on September 26. 1988 . The sys tern serves 428 ERes • 

. Although there have been numerous complaints toOER during the last 

yea r th at Mob ile operated the system, Carriage Village has upgraded the sys t em 

s'ince May 31, '1988 and no compl a'ints have been fil ed I'!ith DER since th e 

transfer occurred. 

The appl i cat ion is in compl iance with the governilJg Statu t e 367 .071 . 

F.S ., and other per t i nent statut es ~ nd administrative ru l es concerni 9 

appl ic tion for transfer. In pa r ic ula r the not rized appli cati on contains: 

a} A check in the mou nt of $150.00 which, upon calcul ati on , equates 
t o t he correct fi1in gfee as ~w scr i bed by Sect ion 367 .1 41 F.S. 

b ) Adequa t e legal des cri pt i on pursuant to Rule 2S~30.035 , F.A.C. 
Said terr itory t o be served is de scr ibed as be i ng in Lee County . 
and more particu1arly 5 described in Appendix "A" attac hed. 

c) Proof of noti ce to al 1 customers of record pursuant to 
,5-30.030(9) F.A.C. 

dl Proof of notice to all interested 90vernmenta"' /regu atCJry 
agencies, ar.d all uti l ities w th i n a four mile rad iu s of the 
t~rritory to be served. and proof of advertisement in a newspaper 
of general circulation in the county. as prescribed by Rule 
25-30 .030 F.A.C. 
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DOCKET NO. 88l245-SU 
~l AY 25, 1989 

No objections have been filed and th e "time for doing so has expired. 

Carriage Village stated in its application that the purchase is in the 

public interest because Mobile Land is no longer interested in operating the 

ut i 1 i ty and because the trans fer woul d resul tin the major; ty of the cu~ tomers 

of t he utility, as stockholders of the corporation, having more control over 

t he pr ovision of se\'/er service. Furthermore, Carriage Village has contracted 

with Charter Utilities to operate the sy~tem and are retaining the same office 

per' onne1 who have Y'Ilf) t he sys t ern for many years . 

Carriage Village sta te s th at they have over $1,139 ,3 18 i n assets, wi th 

over $95,700 in cash on ha nd and in bank. 

5i nee the buyer appears t o be fi nanci a 11 y abl e to prav; de seni ce I t e 

customers have al ready benefitted and will probably con"i nu e to benefi t by 

having Can"iage Vill age own the ... yst !TI 1 sta f bel i eves t ha t t he t ran s fe r is in 

the public i nterest. Therefore, s t aff l"eeommends t at th t ransfer of 

Certifi cate No. 57-$ and t he ut ' 1ity assets from ,1obi1 e Land to Carriage 

Vil l age e approved for t he currently certi fic a t ed are a as de_ cribed in 

A ttilchment A. 
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APPENDIX "A" 

CARRIAGE VILLAGE LEGAL DESCRIPTION 

In Townshi o 43 South, Range 24 Ea st. 

Section 36 
b eac i. n 9 or 
J. / co r ne !:" 
02 mi n. 50 
25 min. 40 
22 min. 55 
34 mi n. 35 
25 min. 10 
3 4 min . 50 
25 min. 10 
3 4 ml.n. 50 
01 min . 4 5 
17 mi n. 40 

Beg in at a po i n t b e ing 1 0 0 f t. and o n a 
So ut h 89 d eg r ees 8 min. Ea s ' f rom t h e We s t 
o f said Sec t i o n 3 6 ; t he n ce Sou t.h 0 d '_g r e,_s 
sec . Eas ... 14 6 0.4 4 .t t .; t.he n c e No r t h 8 9 de. r-ees 
sec. East 2 70. 34 ft.; t h ence No !."th 56 d:g-'.8C5 
sec. Eas t 77 2.80 f t.; t henc e So ut h 33 d e g r e 5 

se c. East 6. 14 !: t.; t he n e Nor t h 5 6 c eg :.'e es 
s e c. East 565.16 f t . ; t he n c e South 33 d o r e _s 
sec. E a ~ t 600 f t.; t h e nc e Nor t h 5 6 d eg r ees 
sec. Fas t 600 ft. ; t he n c e Sou t. i. 3 3 o e g r ees 
sec. Ea st 1 2 8 .87 ft .; th e nc e No r t h 5 6 d e ~rees 
s e c . Eas t 115 8 . 67 f t .; t he nce No rth 0 d e g re es 
s e c. E-: t 331. 64 f .. ; t h en c e -j ' s t alo n g he 

Eas ~ Wes t ce n t~ r l i n e o f s a id Se c t i n 36 t o t he Point o~ 
Beg i. n i ng . 
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DOCK ET NO . 88124S-SU 
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I SSUE 2 : What is the p,' oper level for rate base, representing net book value, 

at the time of transfer? 

RECO~1MENDATION: Rate base, which for transfer purposes Y'eflects the net book 

va 1 ue, shoul d be establ i shed at $91 ,272, as di scussed in the body of thi s 

r e commendation. (HAND, GOODWIN) 

STAFF ANALYSIS: Staff conducted an audit of the utility. beginnoing with t he 

r ate base established in the last rate case, Order No. 11546, issued January 

25,1983, which used a test year that ended December 31,1981. The records 

were updated to the date of transf r, May 31, 1988. The utility has recei ve d 

$200 i n cash contributions for connection s to the system (CIAC) since the l ast 

rate case which is included in both the utility's propose d r te base and 

staff ' s r~commended r a te base on Sche dule 1. 

Acc umulated de preci a tion and ClAC amortization wa s ca l cul a t e d ba ed on 

t ile composite depreciation rate of 2.5 % pe r yea r' , per Orde r- No. 11 54 • 

Staff l ca lculati on of t he amo r ti za t i on of CIAC res ul te d i n $4,895, $240 l ess 

than tha t submitted by t he ut il ity . --he utflity wa s undble t o pr' ovide 

docume nta t ion su pportin g he i r calc ul a tion of Clft,C amortiza t i on, t hus staff 

was una le t de termine the rea s on fo r t he di f f eren ce. 

The utility ls proposed ra t e ba se als o in c lu ded additio e s i nce 1981 of 

$8,622, bu t the utility was unable to [:wovide do c umentation supportlng t 1e 

additio ns. Therefore, st ff believes that these add it i ons, and the ass ociated 

accumul ated deprec iati on of $745, shou1d be disal"lowed in this transfer casp. 

However, should the util ity be able to provide th i s information 'i n a future 

proceeding, staff shall take the cost of these additions int consideration. 
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DOCKET NO. 88l245-SU 
MAY 25 ) 1989 

The ratl~ base calculations do not include anyratemaking adjustmen'ts 

normal 'ly performed in rate cases, such as used and useful adjust)nents, working 

capital calculations, etc . The rate base calculations are used purely to 

es t ab1 i sh the book val ue of the property being transferred. Therefore, for 

purposes of this transfer. staff recommends a rate base of $91,272 as shown on 

Schedul e 1, with tl1e adjustments listed on Schedule 2. for the wastewater 

t reatment system1s rate base. 
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DO KET NO. 881245-SU 
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Oe ser; pti on 

Util i ty Plant in Service 
Lan d 
Accumulated Depreciation 
ClAC 
CI AC Amortization 

Total 

Mobfl eLand 8. Titl e Company 
Schedule of Rate Base 

As of May 31, 1988 

Balance per 
F'lli~ 

$ 173,028 
4,441 

68,175) 
15.040) 
5,135 

1. 99, 389 ---===- :==:::;::; 
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8,622 ) 
o 

745 
o 

-=--_::..240 ) 

J 8d 11.1 ) 

Schedule 

8a 1 ance pel" 
Staff 

$164,406 
. . 4,441 

( 67,430) 
( 15 ,040 ) 

4,895 

91 .2 72 
= 



DOCKET NO. 881245-SU 
~1AY 25, 1989 

Mobile Land & Title "Company 
Schedule of Adjustments to Rate Base 

1) Utility Plant in Service 

2 ) 

To reflect the exclusion of 
undocumented pl ant addi ti cns 

To reflect the removal of 
depreciation associated with 
undocumented plant additions 

3) Accumulated Amortization of CIAC 

To ref l ect the calculation of 
amortization of CIAC at 2.5% 

- 1 Q ... 

Adjustment 

$8.62 2 

$ 745 

$ 240 

Schedul ~ 2 
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DOCKET NO. 881245-SU 
MAY 25, 1989 

ISSUE 3: Should an acquisition adjustment be included in the rate base 

calculation at the time of transfer? 

RECOM~1ENDATION: No, an acquisition adjustment should not be inc 'ludcd in the 

rate base calculation. (HAND) 

STAFF ANALYSIS; An acquisition adjustment results when the purchase price 

differs from the utility's rate base at the date of transfer. The purchase of 

the wa stewater treatment system 'rlas part of a larger purchase that included a 

recreational facility, t tle tre tm nt sy s t em nd entrance way to Carl-; agc 

Vil1 age. The total purchase price was $891,500. The utiiity was appr ais ed a t 

$240,000 based on a total coc t appr ' isal pe rformed by Firs t Apprai sa l Servi ces 

Corporati on for Mo bile Land in 1987 . Using $240,000 as the purchas e pr ' c for 

the system the a.qui s tion a dju s~~ n t r esult ing from t tran fer a th e system 

would be ca cul ated as foll ows : 

Purchase Pri ce 
Staff Ca l cu l a t ed Rate Base 
Posi tive Acquisition Ar j stment 

In t he absence of extr aordina ry 

$240 ,000 
91 , 272 

1148.728 = 

ircum ta nces , i t has been Commis i on 

policy t hat a subsequent purchase f \1 u ility sy stem at a premium or discount 

srlall not affect the rate base Cd culation . The app l icant did not request that 

an acqu'isition adjustmen t De i cludQd in rate base ~ and ne ither did the 

c' rcumstances in this exchange appear extr aordinary or un usual. Therefore, a 

positive acquisition adjustment should not be included i n rate ba se. 
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DOCKET NO. 881245-SU 
MAY 25, 1989 

ISSUE 4: Should Carriage Vil'lage Landowners' Association, Inc. adopt and ' use 

t he rates and charges previously approved for Mobile Land & Title Company? 

EC O~1f~ENDATION: Ye~. Carriage Vi 11 age shaUl d continue to . lise the rates and 

ha rges previously approved for the utility. (HAND) 

STAFF ANALYSIS: Ru l e 25-9.044(1), F'lorida Administrative Code, govenls rate 

charges when ownership of a regulated utility chdnges . Th1S rule i as 

ol lows : 

"In case of change of ownership or control of a utillty 
which places the operation under a different of new 
utility ••• the company which will thereafter operate the 
uti1 ty busi ness must adopt . and use the r a te c;. 
cla ssification and regula t ions of the former operdti n~ 
company (unl ess authot'ized to ch an ge by the COfl1l1ission). .• I 

Sta ff sees no teas on t o han ge th e rates a t this time and, there f or e , 

recomme nds that the utility continue ope l~atio n s under th existin g t ar iff. 

The ut il ity will fil e a revi s ed ta riff r efl ect i ng the change in owners hi p _ 
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DOCKET NO . 881245-SU 
MAY 25 , 1989 

ISSU E 5: Should this docket be closed? 

EC QflI .. Io1ENDATION: Yes, if no timely protes t i s received to the PAA portion of 

the Order, then this docket should be closed. (HAND) 

STAFF ANALYSIS: If no timely protest is received by the end of the protest 

per i od , then no further cticn will be necessary in this docket and it should 

be closed. 

CMH/GG/db (0696~~) 
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