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DATE : SEPTEMBER 10, 1998 : =
Laos .
TO0: DIRECTOR, DIVISION OF RECORDS AND REPORTING BAYQ); .
-;I"\ rﬂ_ N
FROM: DIVISION OF WATER AND WASTEWATER (JO DEMANN |
DIVISION OF LEGAL SERVICES (FLEMINGLA(
RE: DOCKET NO. 971456-WS - E"PLICATION FOR TRANSFER OF

CERTIFICATE NOS. 524-W AND 459-5 IN PASCO COUNTY FROM
B.D.C., INC. D/B/A TIMBERWOOD UTILITIES TC ARBOR OARKS I,
LLC AND ARBOR OAKS T1I, LLC BOTH DELAWARE LIMITED LIABILITY
COMPANIES D/B/A TII BERWOOD UTILITIES.

COUNTY: PASCO

AGENDA: 8/22/98 - REGULAR AGENDA - PROPOSED AGENCY ACTION FOR
ISSUES NOS. 3, 4 AND S - INTERESTED PERSONS MAY
PARTICIPATE

CRITICAL DATES: NONE

SPECIAL INSTRUCTIONS: NONE

FILE NAME AND LOCATION: S:\PSC\WAW\WP\971456.RCM

CASE BACKGROUND

Timberwood Utilities, (Timberwood, Seller, or utility} is a
Class C utility which provides water and wastewater service in
Pasco County. According to the utility’'s 1997 Annual Report, it
serves 160 water customers and 158 wastewater customers. In 1997,
the utility had annual operating revenues of 512,266 for water and
524,532 for wastewater. The net operating losses were (517,701)

and (510,409) for water and wastewater, respectively. The
utility’s facilities consist of one water treatment plant, one
water transmission and distribution system, one wastewater

treatment plant, and one wastewater collection system.

On November 5, 1997, Timberwood Utilities filed an application
to transfer Certificates Nos. 524-W and 459-5 from Timberwood

Utilities to Arbor 0Caks I, LLC and Arbor ©Qaks II, LLC of the
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Delaware Limited Liability Companies {(Arbor Oaks or Buyer) pursuant
to Section 367.071, Florida Statutes. Arbor 0Oaks purchased the
Arbor QOaks Mobile Home Park which included the water and wastewater
utility assets. The purchase price for the property, including the
Timberwood Utilities was $3,510,000.

Section 367,071, Florida Statutes, states in part that no
utility shall sell, assign, or transfer its certificate of
authorization, facilities or any portion thereof, or majority
organizational <contrel without approval of the Commission.
According to the application, the parties closed on the sale of the
utility on or before October 15, 1997, which 1s discu:sed further
in Issue 1. The following is staff’s recommendation regarding the
requested transfer.
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ISSUE 2: Should the transfer of Water Certificate No. 524-W and
Wastewater Certificate No. 459-S5 from Timberwood Utilities to Arbor

Oaks be granted?

RECOMMENDATION : Yes, the transfer of Certificate Nos. 524-W and
459-8 from Timberwood Utilities to Arbor Oaks should be approved.
(JOHNSON, REDEMANN)

: As stated in the case background, Arbor 0Oaks
applied for a transfer of Water Certificate No. ©524-W and
Wastewater Certificate No. 459-S in Pasco County to Arbor Qaks on
November 5, 1997. Except as previously discussed in Issue 1 the
application is in compliance with the governing statute, Section
367.071, Florida Statutes, and other pertinent statutes and
administrative rules concerning an application [ur transfer. The
application contains $750, which is the corre-t filing fee pursuant
to Rule 25-30.020, Florida Administre*ive Code.

Rule 25-30.037(2) (g}, Florida Administrative Code, requires a
utility to provide proof of ownership of the land upon which its
facilities are located. The application contained a Warranty Deed
that covers the entire Mobile Home Park. The owners of the Mobile
Home Park alsc own the utility.

In addition, the application contains proof of compliance with
the noticing provisions set forth in Rule 25-30.030, Florida
Administrative Ccde, including notice to the customers of the
system being transferred. A description of the territory served by
the utility is appended to this memorandum as Attachment A.

Arbor ©Caks has indicated that it has the technical and
financial ability to operate the system. With regard to the
purchaser's technical ability, Arbor Oaks is a Limited Liability
Company owned by Mr. and Mrs. Kurt Wallach, who have over twenty
years of experience in owning and managing mebile home communities.
The company will have a lic:nsed operator for the wutility.
Regarding the purchaser’s financial ability, Arbor Oaks supplied a
<losing financial statement to staff which shows that it has cash

invested (equity} in the project egqual tc $§1,249,738. The
statement indicates that approximately 36% of the company's total
acgquisition costs was paid by Arbor Oaks. While staff does have

some concerns about tne liquidity of Arbor Oaks, we believe the
owners possess the overall financial ability to operate the
utility. As stated previously, the annual report for 1997 shows
that the consolidated annual operating revenue tor the system was
$36,798. Staff believes that the assets of the new owner shcould be
adequate to insure the continued operations of the utility.
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The application states that the Company’'s representative has
performed a reasonable investigation of the Timberwood utility
systems. The facilities appear to be in satisfactory condition and
in compliance with all applicable standards set by the Florida
Department of Environmental Protection (DEP). 3taff nas contacted
the DEP and learned that there are no outstanding notices of
violation against the utility.

The application contains a copy of the Bill of Sale and
Assignment Agreement which includes the purchase price, terms of
payment, and a list of the assets purchased and the liabilities
assumed. According to the appl.cation, the purchase price of the
utility is included in the purchase price paid for the Arbor Oaks
Mobile Home Park, which was purchased for the sum of $3,510,000
cash. Arbor Oak’s has allocated $629,2"70 of the purchase price for
the utility system. The Utility constitutes apprcximitely 20% of
the purchase price. The Buyer financed t e purchase with cash and
proceeds for a first mortgage locan from Heller Financial, Inc., for
the amount of $2,360,000. This mortgage loan will encumber the
real and personal property w. thin the community, including the
water and wastewater utility facilities. Based on the application,
there are no developer agreements which the buyer is obligated to
assume or fulfill. Also, the utility’s 1997 requlatory assessment
fees and annual report have been filed. Since ownership of the
mobile home park was transferred to Arbor QOaks on October 15, 1997,
it will be responsible for the 1998 regulatory assessment fees. By
letter dated September 8, 1998, Arbor QOaks confirmed that it would
be responsible for the 1998 regulatory assessment fees and the
filing of the 1998 annual report. In addition, there are ng
customer deposits, guaranteed revenue, contracts, developer
agreements, customer advances, or debts of the utility independent
of the first mortgage loan that will be placed upon the property in
connection with the purchase.

Based on the applicaticon the transfer 1s 1in the public
interest for the following reasons: (1) the Buyer has a continuing
interest in the system due to the joint ownership >f the Arbor Qaks
Mobile Home Park and utility, (2) the Buyer will continue to emplcy
s licensed operator “or the utility and the Buyer will continue to
utilize the name Timperwcod ''tilities, so that from the customer
perspective, no changes 3. the operation nof the system will be
readily apparent, and (3) the Buyer has the financial resources to
provide real and significant benefits to the utility customers as

the utility’s capital or operational needs demand. Therefore,
staff recommends that the transfer of Timberwood Utilities Water
Certificate No. 574-W and Wasrewater Certificate No. 459-S is 1in
the public interest and should be approved to gerve the toerritory

described in Attachment A.
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The following described lands located in a portion of Section
9, Township 26 South, Range 21 East, Pasco County, [Florida:

Section 9

The SW 1/4 of the NE 1/4 of the NW 1/4 and the S 1/2 of the SE 1/4
of the NE 1/4 of the NW 1/4 and tha N 1/2 of the N 1/2 of the SE

1/4 of the NW 1/4.
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TIMBERWOOD UTILITIES
SCHEDULE OF WATER RATE BASE
As of January 31, 1998
BALANCE STAFF BALANCE FPER
DESCRIPTION @ PER UTILITY  ADJUSTMENTS  STAFF
Utility Plant in
Sexvice $ 65,883 ($1,827) (1) $64,063
Land 0 G 0
Plant Beld for
Future Use 0 0 0]
Accumulated
Depraciation (20,148) 760 {2) (19,388)
Contributions-in-
aid-of-Conatruction (53,583 0 (53,583
CIAC Amortization 15,162 0 15,1672

TOTAL $ 71,314 2(1,0060) 3 6,204
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Utility Plant in Service
A. Reduction to plant to reflect
reallocated share

B. Reduction to reflect retired
plant

TOTAL (1)
Accumulated Depreciation
A. Adjustment related to
reallocated plant cost
B. Adjustment related to
retired plant
C. Adjustment related to
retired plant
TOTAL (2)

($1,371)

5549

5449
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o
TIMBERWOOD UTILITIES
SCHEDULE OF WASTEWATER RATE BASE
As of January Jl. 1998
BALANCE STAFF BALANCE PER
DESCRIPTION PER UTILITX ARJUSTMENTS SINF
Utility Plant in
Service $193,478 $1,724 1) $195,232
Land 10,152 0 2,610
Accumulated
Depreciation (71,903 (575) (2) (72,478)
Contributions-in-
. aid-of-Construction {95,165} 0 {95,165}
= CIAC Amortization 31,940 0 31,940
TOTAL -5 68,502 $ 1,179 $69,681



DOCKET NO. 971456-WS
DATE: SEPTEMBER 10, 1998

EXPLANATION

Utility Plant in Service

A.

Reduction to plant to reflect
reallocated share

Reduction to reflect retired
plant

Reduction to reflect
unsupported plant

Increase to reflect supported
plant

TOTAL (1)

Accumulated Depreciation

A.

E.

Adjustment related to
reallocated plant

Adjustment related to
retired plant

Adjustment related to
unsupported plant

Adjustment related to
supported plan*

Adjustment to reflect the
prescribe depreciation rate

TOTAL {2)

{$1,371)

($449)

($426)

$4.,000

$1,754

$549

$449

$1773

($156)
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ISSUE 4: Should a positive acquisition adjustment be approved?
ggggggzggag;gu- No, a positive acquisition adjustment should not

be included in the calculation of rate base for transfer purposes.
{JOHNSON}

STAFF ANALYSIS: An acquisition adjustment results when the
purchase price differs from the rate base for transfer purposes.
The acquisition adjustment resulting from the transfer of
Timberwood Utilities would be calculated as follows:

Purchase Price: $ 629,200

Staff Calculated Rate Base: 75,935

Positive
Acquisition Adjustment: 3253, 460

In the absence of extraordinary circumstances, it has been
Commission practice that a suksequent purchase of a utility system
at a premium or discount shall not affect the rate base
calculation. The circumstances in this exchange do not appear to
be extraordinary. Although there appears to be a substantial
positive acquisition adjustment, the purchase price of the utility
was an allocated amount of the total price for the entire mobile
home park. Arbor QOaks estimated the utility to be valued at 20% of
the total purchase price. However, upon further conversation with
the utility’s attorney it was stated that this was an arbitrary
allocation and an estimate, and no justification for this
allocation could be provided to staff. Further, an acquisition
adjustment was not requested by the applicant., Also, field audit
staff stated that they did not recommend an acquisition adjustment
at this time. Therefore, staff recommends that a positive
acqguisition adjustment not be included in the calculation of rate
bhase.



DOCKET NO. 971456-WS
DATE: SEPTEMBER 10, 1998

ISSUE §5: Should the rates and charges approved for this utility
be continued?

RECOMMENDATION : Yes, the rates and charges approved tor this
utility system should be continued. The tariff reflecting the
change in ownership should be effective for services rendered or
connections made oIl or after the stamped approval date. (JOHNSON}

STAFF ANALYSIS: The utility's approved water and wastewatcr rates
were effective February 1, 1997, in a administrative price index
and pass through proceeding. The utility’s approved rates and
charges are as follows:

Residential and General Service

Base Facility Chaxge:

Meter Size:

5/8" x 3/4™ S 3.07
i 5 4.59

roi/2" S 7,66

2" $ 15.32
3" 5 24.51
g 5 49.01
6" S 76,58
g" Slhd4 0y

Gallonage Chaarge

per 1,000 gallons S5 2.30
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Miscellanecus Service Charges
Initial Connection Fee 5 15.00
Normal Reconnection Fee 5 15.00
Violation Reconnecticn Fee 5 15%.00
Premises Visit Fee
{in lieu of disconnection) 5 10.00

Service Availability Charges
Meter Install~tion Fee:

5/8" x 3/4" Meter Size $100.00
v 100.10
1 1/2" 100.00
2" Actual Cost
Over 2" Actual Cost
Customer Connection (Tap-in) Charge Actual Most
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Menthly Service Rates for Wastewater

Residential
Base Facility Chaxge:
Meter Sixe:
5/8" x 3/4"
Full 3/a"
1
11/2"
o
3
an
g

Gallon age Charge
per 1,000 gallons
(capped At 6,000 Gallon )

General Service

= Facility C) .

Meter Sisze:

5/8" x 3/4"

Full 3/4"

1"

1 1/2"

o

3

.

6

Gallon age Charge
per 1,000 gallon:

18 -

& 4 4 4N

3165.
$257,
5515,

L7

1G.
15.
25,
51.

32
48
79
59

.54

10
36
91

L. OH

L 32
.48
.19
.5%
d.04
.10
.96

.91
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Miscellaneocus Service Charges

Initial Connection Fee $ 15.00
Normal Reconnection Fee $ 15.00
Violation Reconnection Fee Actual Cost

Premises Visit Fee
(in lieu of disconnection) $ 10.00

Rule 25-9.044 (1), Florida Administrative Code, provides that:

In cases of change of ownership or control
of a utility which places the operation
under a different or new utility...the
company which will thereaitL=r >Jpe:ate the
utility business must adopt and use the
rates, classificatioci. and regulations of
the former operating company (unless
authorized to change by the Commission}...

The assignees have not requested a change in the rates and
charges of the utility, and staff sees no reason to change them at
this time. Accordingly, staff recommends that the utility continue
operations under the existing approved rates and charges.
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ISSUE 6: Should this docket be closed?

RECOMMENDATION: Yes, this docket should be closed if no timely
protests are filed to the proposed agency action issues. (FLEMING)
STAFF ANALYSIS: If there are no timely protests filed by a

substantially affected person to the proposed agency action issues
{Issues Nos, 3, 4 and 5), no further action will be required and
the docket should be closed.
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