
State of Florida 

DATE: July 11,2003 I 

TO: Division of the Commission Clerk and Administrative Services 
FROM: Rosanne Gervasi - Office of the General Counsel - Economic Regulation Section vJ 
RE: Item 5 on 7/15/03 Agenda - Attachments A and B for Recommendation filed on 7/2/03 

in Dockets Nos. 981079-SU and 020254-SU, concerning Hudson Utilities, hc.  

Attached to this memorandum are Artachments A and B, which shsuld nave been attached 
to the above-referenced recommendation. Attachment A is Hudson Utilities, Inc.'s Motion for 
Extension of Time to File Proof of Transfer of Telritory and Exhibit 1 attached thereto, which is an 
unexecuted Commitment Letter from Lender's Republic Bank, United Bank, and W. R. €3. 
Mortgage, Inc. (lenders). Attachment B is a copy of revised Exhibit 1, the fully executed 
Commitment Letter from the lenders, and a Term Sheet guaranteeing the terms of the loan. 

I 
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DOCKET NOS. 981079-SU and 020254-SU ATTACHMENT A . 

DATE: JULY 2, 2003 

BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In re: Application for amendment 1 

service temtory in Pasco County by .. 1 
Hudson Utilities, Inc., and request for 1 

of Certificate No. 104-S to extend 1 . -  Docket No. 981079-SU 

limited proceeding. 1 Filed: June 13,2003 4 

MOTION FOR EXTENSION OF TIME 
TO FILE PROOF OF TFUNSFER OF TERRITORY 

to Rule 28-1 06.303, Florida Administrative Code, moves for an order granting an extension of time 

io file proof of the transfer of the Signal Cove temtory from Pasco County to Hudson pursuant to 

Order No. PSC-99-1916, PAA-SU, and as grounds therefor states: 

1. h Order No. PSC-99- I9 1 6-PAA-SUY issued September 27, 1999, the Commission 

granted Hudson’s application amendment of Certificate No. 104-S to add temtory in Pasco County, 

including an area known as the Signal Cove Subdivision (“Signal Cove”). The Order directed 

Hudson to ?.. file proof of the transfer of [the Signal Cove] temtory from Pasco County to Hudson 

Utili ties. ..”. 

. 
2. Hudson is a Class B Utility serving approximately 2,300 residential and 115 

commercial customers in Pasco County. Hudson provides wastewater collection service and 

contracts with Pasco County for wastewater treatment service. Signal Cove is adjacent to the 

southem boundary of Hudson’s wastewater collection system. The subdivision includes 

approximately 382 existing buildings, approximately 13 1 of which are connected to wastewater 

’ 
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DOCKET NOS, 981079-SU and 020254-SU 
DATE: JULY 2, 2003 

ATTACHMENT A 

c&ction facilities currently owned and operated by Pasco County. The remaining buildings in the 

subdivision are on septic tanks. 

3. Signal Cove is located in an area of Pasco County which has been federally 
’ 

designated as a flood plain area unsuitable for the efficient use of septic tanks and drain fields. The 

comprehensive land use plan adopted by Pasco County pursuant to Chapter 3 80, Florida Statutes, 

calls for coastal areas including Signal Cove to be provided with sanitary sewer collection and 

treatment systems. Pasco County, however, does not generally provide such wastewater collection 

facilities. Prior to the oper?!ng of thc instant docket, the Signal Cove Homeowners, including 
I 

resjdents of the buildings currently receiving wastewater collection service as customers of Pasco 

County unanimously voted for and signed a petition expressing their support of a proposal to request 

Pasco County to approve the transfer of the Signal Cove territory to Hudson. By an “Addendum to 

Bulk Wastewater Treatment Agreement with Hudson Utilities” (the r‘Agreement’’) it was agreed that 

1 the Signal Cove temtory would be transferred to Hudson “ ... at such time as [Hudson] connects its 

force main to the wastewater collection system presently serving the existing county customers,” 

Thus, under the Agreement, the timing of the transfer is dependent upon completion of construction 

by Hudson of an additional collection system and force main to serve the remaining buildings in 

Signal Cove that are currently on septic tanks. 

1 4. Hudson fully intends to complete the construction of necessary to satisfy the 

Agreement and finalize the transfer of Signal Cove. By way of historical background, Hudson 

requested and has been granted previous extensions of time to file proof of the transfer of the Signal 

Cove territory. Hudson has always recognized the need for commercial financing to construct the 

facilities for Signal Cove and the Commissjon granted extensions of time to allow Hudson to secure 
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DOCKET NOS. 981079-SU and 020254-SU 
DATE: JULY 2, 2003 

ATTACHMENT A 

e the financing. Unfortunately, it became abundantly clear that Hudson could not be approved for &e 

commercial financing necessary to the Signal Cove project without an increase in Hudson’s service 

availability charges. Therefore, on March 19, 2002, Hudson filed an Application for Increase of 
I 

Sentice Availability Charges to assist in the’ securing of financing. In Order No. PSC-02-1626-Pfi- 

SU (the “Order”) issued November 25,2002, the Commission granted Hudson’s request to increase 

its sewice availability charges in order to allow Hudson to secure the necessary financing for the 

completion of Signal Cove. 

c J .  ?x~.!:n! ?r* I: prior O r k  ;,@ria- No. PSC-02-1 I66-PC0-SUy issued August 3-5, 

2002), Hudson, on September 18,2002, filed a projected timetable for the completion of the transfer 

of the Signal Cove territory. Hudson indicated to the Commission that it expected that commercial 

financing would be obtained approximately 60 days after the Order becomes final. Upon approval 

by the Commission of the requested service availability charge increase, Hudson continued its 

diligent efforts to secwe commercial financing Cor the construction of the facilities. Based upon 

Hudson’s good faith estimate that commercial financing would be obtained approximately 60 days 

after the Order, the Commission ordered Hudson to complete construction of the Signal Cove area 

by June 30,2003. 

6. Hudson has, at all times, been vigilant in seeking commercial financing. 

Unfortunately, despite Hudson’s good faith estimate that the financing would be secured within 

approximately 60 days of‘the Order, Hudson was unable to secure a firm financial commitment fiom 

commercial lenders until June 12,2003. 

I 

7. On June 12,2003, Hudson received from W.R.H. Mortgage, hc. a commitment letter 

from Lender’s Republic B 3 ,  United Bank and W.R.H. Mortgage, Inc., that effectively grants 
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ATTACHMENT A DOCKET NOS. 981079-SU and 020254-‘sU 
DATE: JULY 2, 2003 

Hudson the financing necessary to complete the Signal Cove project (the “Co”itment”). Attached 

hereto as Exhibit 1. The above banks and W.R.H, Mortgage have agreed to reduce the interest rate 

Hudson currently owes on two existing loans and issue a new construction loan. The commitment ’ 

to renew and extend the existing loans expires on July 25, 2003, or if the loan does not close by 

August 11, 2003. Additionally, according to the commitment, the closing of the loans contemplated 

are conditioned upon the Public Service Commjssion granting Hudson Utilities, hc. an eight month 

extension to complete the construction necessary to serve the Signal Cove subdivision v,$h 

additiocs! extensions of time available to accommodate any avoidable construction delays. (Ser; 

Commitment page 3). 

8. Hudson has contacted the Office of PubIic Counsel (,‘OPCyy) to determine whether 

OPC objects to this Motion for Extension of Time. OPC has not yet advised the undersigned 

whether it objects to this Motion for Extension of Time. 

9. For the foregoing reasons, Hudson Utilities respectfilly requests that the Commission 

grant an eight month extension to Hudson to allow for the construction of the Signal Cove 

subdivision, with potential additional extensions of t h e  available to accommodate any avoidable 

construction delays, and further requests that the Commission not issue a Rule to Show Cause Order 

as Hudson is maintaining its diligence in filing proof of the transfer of the Signal Cove territory. 
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DOCKET NOS. 981079-SU and 020254-SU ATTACHMENT A 

DATE: JULY 2, 2003 

e’ Respectfully submitted, 

Kenneth A. Hoffman, Esq. 
Martin P. McDonne31, Esq. 
Rutledge, Ecenia, Pumell & Hoffinan, P.A. 
P. 0. Box 551 
Tallahassee, FL 32302 

Counsel for Hudson Utilities, Inc. 

b 

I 

(850) 681-6788 

CERTJFIClATE OF SERVICE I 

’I HEREBY CERTIFY that a copy of the foregoing was hmished by United States Mail to 
the following this 13* day of June, 2003. 

Sahantha Cibula, Esq. 
Division of Legal Services 
Florida Public Service Commission 
2540 Shumard Oak Boulevard 
Room 370 e Tallahassee, Florida 32399 

Jack Shreve, Esq. 
Steve Presnell, Esq. 
Office of Public Counsel 
11 1 West Madison Street 
Room 812 
Tallahassee, Fiorida 32399- I400 

Martin P. McDonnell, Esq. 
t 

Hudsonhotionforexlension 



I 

DOCKET NOS.  981079-SU and 020254-SU 
DbTE: JULY 2, 2003 

ATTACHMENT A 

June 12,2003 

Robert Bammann, President 
Hudson Utilities, hc. 
d/b/a/ Hudson Bay Company 
14832 U.S. Highway 19, Suite 6 
Hudson, FL 34667 

RE: REhiWAL & EXTENSION OF SEMOR LOAN 
NEW CONSTRUCTlOIV LOAN 
IlEhTEIIWAL & EXTENSION OF SUBORDINATE LOAN 

I 

I 

I 

Dear Mr. Bammann: 

We are pleased to notify you that Republic Bank, a Florida banking corporation (“Republic”) and 
its participant lender (“United Bank”) (Republic and United Bank shall be known collectively as the 
Senior Lender) and W Mortgage, Inc. (“Subordinate Lender” and “Construction Lender”) have 
approved your request for the renewal and extension of the above-referenced Senior and Subordinate 
Loans as well as a new Construction Loan to be used for the expansion of your wastewater system, 
Additional terms of these loans are outlined as follows: 

Senior Loan Amount: The amount o f  the Senior Loan shall equal the outstanding balance of the 
existing senior loan between Hudson Utilities, Inc. and Republic Bank at the time of the closing of the loan 
or approximately $3,804,108.94. (“Senior Loan”). 

Construction Loan Amount: The outstanding amount of the new Construction Loan shall not 
exceed $1,800,000. The permitted uses and other general terms of this loan are summarized in the Term 
Sheet attached hereto. 

subordinate Loan Amount: The amount of the Subordinate Loan shall equal the outstanding 
balance of the existing subordinate loan between Hudson Utilities, Inc. and WRH Mortgage, bc. or 
approximately $600,000. (“Subordinate Loan”). 

I Additional Terms &r Conditions: All other terms, conditions and covenants detailed in the existing 
Loan Documents (including Guaranties) shall continue under the renewed and extended Senior and 
Subordinate Loans and shall be expanded to apply to the new Construction Loan, subject to modifications 
necessary to reflect the changes indicated in the Term Sheet attached hereto. 

Loan Documents: The general form of the existing loan documents shall be used but will be 
edited to conform to the terms summarized in the attached Term Sheet as well as to incorporate any other 
modifications that are deemed appropriate and are acceptable to all parties to the transaction. 

EXHIBIT. 1-1 
-23- 



DOCKET NOS. 981079-SU and 020254-SU 
DATE: JULY 2 ,  2003 . 

ATTACHMENT A 

Loan Closing: The Closing of the Loans contemplated herein are conditioned upon: 

1. Action by the Public Senice Commission granting Hudson Utilities, Inc. an 8-month 
extension to complete the sewer system improvements to the Signal Cove Subdivision 
(Phase 1 of the planned expansion), with additional extensions of time available to I ,  

accommodate any unavoidable construction delays. 
2. Opinion letter fiom Borrower’s attomey affirming Hudson Utilities’ legitimate fianchise 

rights to the service area that includes the Signal Cove Subdivision and the S ea Pines 
Subdivision (Phases I and IU of the planned expansion). 

3. Delivery of copies of the certificate of authorization and the tariff that official& document 
the Borrower’s franchise rights and fi-anchise areas. 

4. Opinion letter fiom Bomower’s attomey affirming Hudson Utilities’ legitimate rights to 
serve and collect service fees from those customers within the Signal Cove Subdivision 
that are presently served by Pasco County, including rights to assume ownership of the 
sewer infrastructure (including easement rights) presently used by Pasco County 10 to serve 
those customers. 

5. Further requirements as I Y J L I ~  be I L ~ L ~ J ~ , ~ , ~ ~ W ~ L <  Ly k g ~ l  GGLi;ci. 

I 

Distribution of Cash Flow: The cash flows fiom the operation of the sewer system shall be applied 
as outlined below. 

1. Net Operating Revenue includes ordinary operating revenue less ordinary operating 
expenses. Ordinary operating revenue includes all revenue from the operation of the 
sewer system, excluding lump-sum impact fees and principal and interest payments 
associated with impact fee promissory notes. Ordinary operating expenses include those 
expenses incurred in connection with the normal operation of the sewer system and 
exclude capital costs incurred to expand the sewer system and debt service. Net Operating 
Revenue shall be distributed in the following priority: 

a. First, to scheduled principal and interest payable under the terms of the Senior Note, 
but excluding accelerated amortization available under the terms of the Senior Note; 

b. Second, to interest payable under the terms of the Construction Note. 
c.  Third, to scheduled principal and interest payable under the terms of the Subordinate 

Note but excluding accelerated amortization available under the terms of the 
Subordinate Note; 

d. Fourth, to fund the Repair and Replacemerit Account up to a balance of $150,0000; 
e. Fifth, 100% of all cash flow remaining after funding items (a) through (d) shall be 

applied to reduce the outstanding principal due under the Construction Note until the 
debt is retired; 
Sixth, 100% of all cash flow remaining after funding items .(a) through (e) shail be 
applied to reduce the outstanding principal due under the Senior Note until the debt is 
retired. 

f. 

2. lmpact fees include lump-sum cash payments of impact fees as well as principal and 
interest payments associated with impact fee promissory notes. Impact Fees shall be 
distributed in the following priority: 

a. First, to any shortfall that may exist in the payment of scheduled principal and interest 
due under the terms of the Senior Note after applying available Net Operating 
Revenue, but excluding accelerated amortization available under the terms of the 
Senior Note; 
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DOCKET NOS. 981079-5U and 020254-SU ATTACHMENT A 

DATE: JULY 2, 2003 
s 

b. Second, to fund construction costs associated with Phase 3 and Phase III of the System 
plus emergency renewals and replacements, if needed; 

c. Third, 100% of all remaining Impact Fees shall be applied to reduce the outstanding 
principal due under the Construction Note until the debt is retired; 

d. Fouth, to any shortfall that may exist in the payment of scheduled principal and 
interest due under the terms of the Subordinate Note after applying available Net 
Operating Revenue; .. 

e .  Fifth, to reduce the outstanding principal due under the Senior Note until the debt is 
retired. 

Representations and Warranties: Hudson Utilities, Inc. and the Guarantors under the existing 
Senior and Subordinate Loans hereby reaffirm all of the representations and warranties given in 
conjunction with the original Loan Agreement dated May 7, 1997 and as subsequently modified and 
ratified on September 2,2002. 

I 

I 

, 
Fees and Expenses: Hudson Utilities, Inc. shall be responsible for paying all reasonable 

~z:y+nn p y y ~ w  /inr!l1dJnn I 1pgal fees) ic ?.lditiiln to the various extension and placement fees d e A i d  
in attached Term Sheet. 

Commitment Exuiration Date: This commitment to renew and extend the existing Senior and 
Subordinate will expire on July 25, 2003, if not accepted in writing by that date, or if the Loan does not 
close by August I 1,2003, unless otherwise extended in writing. 

Unless provided in the Loan documents, the provisions contained herein will survive the closing of 
the Loan. This commitment is not intended to be all-inclusive, and other terms and conditions will be 
included in the Loan and security documents. 

Lender shall be under no obligation to h d  this commitment should there be any material adverse 
change in the Borrower's position, or if it is determined that Borrower has failed to provide Lender material 
information. In the event of any of these contingencies, Lender shall have no further liability under this 
commitment. 

It is understood and agreed that this commitment cannot be sold, transferred or assigned to any 
. person, partnership, or other entity without the express written consent of Lender. This commitment will 

survive the Loan closing and any subsequent agreements between the parties unless otherwise agreed in 
writing. 

It  
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DOCKET NOS. 981079-SU and 020254-SU 
DATE: JULY 2, 2003 

ATTACHMENT A 

Sincerely, 

IXEPlJ3LIC BANK, A Florida Corporation 
(“Senior Lender”) 

b 

I 
By: I 

Bngitta A. Lawton I 

Title: 

W E D  BANK, A Florida Corporation 
(“Senior Lender”) 

I 

By: 
Cathy P. Swanson 
Senior Vice President 

WRH Mortgage, Inc., A Florida Corporation 
(“Subordinate and Construction Lender”) 

By: 
William R. Hough 
Chairman 

Accepted and Agreed to this day of June, 2003. 

I 

Hudson Utilities, Inc., a Florida Corporation 
d/b/a Hudson Bay Company (“Borrower”) 

By: 
Robert Bammann 
President 
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DOCKET NOS. 981079-SU and 020254-SU 
DATE: JULY 2, 2003 

ATTACHMENT A 

Accepted and Agreed IO this day of June, 2003. 

Guarantors 
* 

I 

Robert Bammann, Indi\idually 

Charles E. Griffin, Individually 

I 

Mathew S. Griffin, 'Individually ' 

Edith D. Griffin, Individually 

I 

I 
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Q 

ATTACHMENT B 

lune 12,2003 
4 

Robert Bammam, President 
Hudson Utilities, Inc. 
dlblal Hudson Bay Company 
14832 US. Highway 19, Suite 6 
Hudson, FL 34667 

I 

Dew Mr. Bamrnm: 

We a ~ ~ e  Plcascd to notify you that Republic Bank, a Florida banking corpora~on ("R~public") and 
its phcjpi int  lender ("United Bank") (Rqublic a d  United Bank shall be known collcctivcly as the 
Smior 1,rnder) and WRH M'oitgagc, hc. ("Subordinate Lender" and ''Construction Lender") have 
approved your request for thc renewal and extension of the above-referenced Scnior and Subordinate 
L O ~ S  as well as a ncw Constructinn Loan to be used for the expansion of y o u  wastewater system. 
Additional t m s  of these loans are outlined 

I 

f o l l ~ ~ ;  

.I. Smjm L-oan Amount: Thc zniount of tht= Sznim Loan shall eqwl the outstanding balance of the 
existing senior loan between Hudson Widit i ts,  bc. and Republic Bank at  t h e  time of the closing o f b  
loan or approximately S3,804,108.94. ("Smior Loan'?). 

Subordinate Loan Amount 7-k nmount of the Stibordhatc Lozn shall equal the outstanding 
talalice of the existing subordinate 10x1 between Hudson Utilities, hc. and "RH Martgge, Inc. OT 
npproximat ely $600,000. ("Subordinate Loan"). 

4 

Additional T ~ m s  & Condirions*pJl other terms, conditions 2nd covenents detailed in The exiskg 
I,oan Documents (including Guaranties) shall continue under thc Tcnewed and extended Senior and 
Subordinate Loans and shall be cxpandcd 10 apply to the ncw Consmction Loan, subject to modificiti ons 
necessary to reflect the changes indicated in the Term Sheet attachcd hereto. 
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. .  DATE: JUhY 2,*2003 . ...*. 

ATTACHMENT B 

Loan CIoSing; closing ofthe Loans conlemphed hercin aTe conditianed upon: 

Action by the Public Scrvicc Commjssjon F a t i n g  Hudqm uditiir=~, hc. m &month 
exrension to campletc lhc sewer system improvemen& 10 the S i a d  Cove Subdivision 
(Phase I of the planned expansion), with 3ddilional extensions of @IC available to 
accomoda lc  any unavoidable construction delzys. 

2. opinion )cttcr fiom Borrower’s attomcy afilrmhg Hudson Utilhies’ legitimate franchise 
iglits 10 the service area thai includes the Signal Cove Subdisitim and the Sea Pines 
Subdiyision (Phases 1 and JU 01 the plafined expansion). 

3. Delivery of copies of thc ccrtificafc of authorization and the tariff thet officially 
document the ~OJ-IOMreI’S  franchise rights and franchise areas. 

4. Opinion letter from Hmowcr’s slttorney affirming lludson Utiljtics’ lcgitimatc tights to 
scrvc and colIect senice fees born those customers within the Sigpd Cove Sub&.rision 
that are presently served b> P x x c  C-uurtiy, iiiuuuiAig i&= io ~ S ’ J ~ P  ~ w 1 1 r ~ r s p  oftbe 
stwer infrastmcmrc (including easement rights) presently uscd by Pasco County t o  serve 
those customers. 

5 .  Further requiTcmcnLq a5 may be r e p i m e n d e d  by legal comsel, 

... - 
4 1  

1, 

. , *. 

I 

3 .  Net Operating Revenuc includcs ordinav operating revenue less ordinary operathg 
expenses. Ordinary opcmtjng revenue includes all revenue fiom the operation of&c 
sewer syslem, excluding lump-sum impact fees and principal and interest payments 

expenses incurrcd in connection with the normal operation of the sewer system and 
escludc capital costs incurred to expand the sewer system and debt s w j c e .  Net 
Opcrzting Revenue shall be distributed in the fullowjng pnarity: 

a. First, to scheduled principal and interest payable undcr the t m s  of the Senior Note, 
but cxcluding accelerated mortizafion avzilablc unda the terms of the 2 x d s  Note; 

b. Second, to  interest payable under the terms afthe Construction Note. 
C. Third, to scheduled principal and interest payablc under the terms of the Subordinate 

Note but excluding accelerated timodzation available under the terms of the 
Subordinate Note; 

d. Fourth, to fund the Repair and Replaccmcnt Account up to a balance of $1 50,0000; 
e. Fifth, 100% of all cash flow remaining after funding items (a) through (a) shall be 

applied to reduce the outstanding principal duc under the Construction Note until the 
debt i s  retire& 

f, Sixth, 100% of nll cash flow rcmzining after funding items (a) through (e) shall be 
applied IO reduce the outstanding principal due under the Senior Nole until rhc debt is 
retired. 

-associated with impzct fee promissory notes. Ordinary operating expens= includc those 

2. Impact kcs include lump-sun1 cash payments of impact fees as well as principal and 
intertsl p2yments associated with impact fee pTomissory notes. Impact Fees shall be 
distributed in the following priority: 

a. first to 2ny shortfall that may c t i s t  in the payment of scheduled principal and 
interest due under the terms of the Senior Note after applying available Net 
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DATE: ‘JULY 2 ,  2003 ATTACHMENT B 

1 .  

oi the Senior Notc; 
b, Second, to fund construction costs associated with Phase I a d  Phase IU of the 

syslcm plus emergency rmewals and replacements, if needed: 
C. fl$ld, 100% of all remaining Impact E’ecs shd1 bc applied ta reduce thc oy-ktanding 

pn’acipal due undcr \he Construction NOW until the debt is Te.tired; 1 

d. Fourth, to  my shortfall that may exist in thc payrnmt of scheduled princjpa] and 
illterest due U T I ~ C T  rhr: tems of the Subadbate  Note d e r  applying available Net 
Operaiing Revenue; 
~iftl.1, to rcducc the outstanding principd due under the Senior Note until the debt is 
retired. 

~ ~ c s  2nd Expenses: Hudson Urilities, h e .  shall be responsible for paying 311 reasonable 
fimac6Dn expmses (including legal fces) in addition to the various exlcnsim and placement fees 
detailed in attachtd Tern Sheet. 

Cn”jmcnt Expiration Date: This commitment to renew ;dnd cxtend the esisting Senior and 
Subordjp& will expire on July 25,2003, if not accepted in \Ating by that date, or if the Loan does not 
close hy August 1 1,2003, un’lcss otherwise extended in writing- 

writing. 
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ATTACHMENT B 
P - .  

Sincerely, 

REPVsLlC BANK, A Florida Corporation 
(‘Senior Lender’’) 

B~giM A. Lawton 
Title: SYP 

I‘ 

1!7W39 GAhX, A Florida Corporation 
(‘I S en i or Len d er ”) 

Cathy P. Swanson 
Senior Vice President 

WRH Mortgage, Inc., A Florida Corporation 
(“Subordinate md Construction Lcndcr”) 

Dy: --.4iL b?z$( 
William R Hough 
Chzim.m 

I’ 
Accepted and Agrccd to this ,/ 7 bay of June, 2003. 

Hudson Utilities, Inc., a Florida Corporation 
dmla Hudson Bay ComFany (“Burro~ver’”) 

Robert Banmann 
Prc s i dent 
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I 

e& 
Mathew $. Griffin, hdividually 

I 



. 
- DOCKET NOS. 981079-SU -and. 020254-SU . 

- DATE: J U h Y  2, 2003 
ATTACHMENT B 

Hudson Utilities, InL 

Term Sheet 
I I  

1, n e  Senior Norcs presently curstanding and held by Rcpublit 13d End Unjted Bank Will be renewed 
and extended for five yem from the closing date. ' Ihesc Notes F I ~ I  h a V t  a seior  lien on all rssets and 
cash flows of Hudson UdMes, Inc. h e r e s t  rate d be a b e d  rate of 6%. Amortizadon w21 bt level 
o v a  20 y c m  with principal and intcrest payments IO start in the f i r s t  month &a closing. Matci+ty 
wi l l  bc five years &om dated date. 7'he Banks 4 receive ORC paint extension fee to be paid at the 
closing. The Nates uill be repa}%ble by the Company at any t h e  without premlurn. 

2. 'me cor..cmctjon Notes'' wiIl bc represenled by n line o f  credh hi the maYhum amount of 
$],600,000. This line Df credit vnll be drawn upon 10 pay closing costs of thc  Knew1 and extension of 
the Senior Notes. The construction prognm will consist of Pbese 1 and P h s e  3 a dcscn'btd in the 
documents a3 presented by Hudsm Ulifib'es, hc. Tbc h e r e s t  rate will be floating at prime plus,) $5 

upon the Wall Street Jcumal F d e )  with hicrest papblc monthly on the balance, With n cap 
?+- nF 8.7504 a d  9 floc: ntr of 4.75%. The plan of finsnce ptovidw for tF.a k&:z -C *5- 
commction p r c g m  by drawing all deposits in the Impact Fee Fund m'sing fiom swvicc availability 
$come on prcvjously instilled facilities as well as ncwly installed Phase 1 and Phase 3 faciljtid 
100% of %act Fee monies Will be utilized toaaTd the construction program of Phase 1 and Phase 3. 
TQ c x t m t  &est  I ~ F B C I  Fee monks are insufficient to fund thc cndrt conshltdon program &e he 
of credit wi11 bc drawn upon 06 compldon of.consbuction, ell Impact Fee hcome  rcccived 
spplied towsrd retirement af the Constmiion Notes until such Notes STC 100% Tet;rd, The matuity 
date will be five years &om dated &te of tbe Wotc. The Notes may be prepaid at  any time witbout 
premium The lendsr Hill receive one point at the clo~hg. 

3. Subordjmted Notes. me Subordhatcd Notes wlll btar herest  at  12% poyable monlhly, The h~ldcr  
of wotcs will continue IO bavc an extended stock option as previously granred whjch tvitl be 
extended to &e maturity dale of the Notes which shall be ten ycm from the date of the elcsing. ' h e  
Nok5 will be redeemable a premium of 1% per m u m  foi each year betwren The date of redemption 
and fhe stated date of maturity. An amohzzrion rete of 20 y C u S  dl tommcnce 5 years ahtr closing 
~ $ h  a balloon in tm years after dosing. 

4. The eGtiAg covenants in the Loan Agreement d l  rcmain in place cxcept for tbc folloninp ad&&" 

c P venznts: 

a, QvcnenL K g t  Oficraiing Income will cover cunent debt service by not less tban 1.05% on a 
oailing 12 montbs basis. 

I 

b. Owner and mnsgcmen t  salaries will be subject to epproval of an znnual budget prepaxcd by 
msnagemcnt and approved by WRW lncomc Properties, hc. which approval will not be 
measopably withheld. WRH lncome Propenies, h c .  wi]l recebt an a n n l d  Ictahet tht 
a m o u t  of S2$,000 psyable moprhly fos consulting services which will inch& advice and 
assjst;mcc an financial matters, bGdget mattcrs oad will jnclude ihc scrvjcbg of all h e  debL This 
consulting zgeemcnr will c o n h u e  until July 1,2008. 1VRJ-l Income Properties, Lnc. will rtccivc 
one point placement fee on &e Construction 74Jo1t~ and .S% placement and cxtemion fee for thc 
Senior Notes and he Subordinated Notes payablt at &e closing- 

c. In sddition IO h e  2 K% of Operaring Revenues which are required to be deposircd in the Repair 
and replacemcot Account, all surplu opgr 'ahg w e n u c s  oAer fie c10shg will be applied to &e 
Repek and Replacment Account until such amount is equal 10 9150,000, Emergency needs in 
excess of emounts existing in he Renews1 and Rcplacemont Account may be drawn down from 
flie Impact Fee Account by consem ofthe Conshch'on Note Lender, 

d. Monthly opersring statement3 and balance sheers will be sent l o  dl three lenders. 
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.I .-- ..-. DOCKET NOS. 981079-SU and 020254-8U 
* I  DATE : - JUL? 2, 2003 

ATTACHMENT B 
*.  . 

I ,  

I, 
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DOCKET NOS. 981079-SU and 020254-SU 

I 
I 

MW INCOME PROPERTIES 

t 

ATTACHMENT E@  GO^ 

Sincerely, 

Ri3YJj3I-K BANK, A Florida Corporation 
("Senior L e n d d )  

Senior Vice President 

WRW Mortgage, hc., A Florida Corporation 
('bSubordinate 1 md Constmetion Lcnda") 

I 

Prcsidmt 
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