
Page 1 of 1 

]oo!yq .. L4-X; 
Marguerite McLean 

From: Dana Rudolf [DRudolf@RSBattorneys.com] 

Sent: 

To: Filings@psc.state.fl.us 
CC: 

Subject: 

Attachments: PSC Clerk 14 (Filing Response to Staffs 6th Data Request) Itr.pdf 

---__ -̂ - 

Friday, November 19,2010 4 5 8  PM 

ewallace@niarnerica.corn; bwilkinson@niamerica.corn; donald.clayton@tangibl.com; Bart Fletcher; 
mdaday@niamerica.corn; Martin Friedman; Christian W. Marcelli; Trina Collins 

Docket No. 100149; Application for increase in water rates in Lee County by Ni Florida, LLC. 

a) Christian W. Marcelli, Esquire 
Rose, Sundstrom & Bentley, LLP 
766 North Sun Drive, Suite 4030 
Lake Mary, FL 32746 

cmarcelli@rsbattomeys.com 

Docket No. 100149-WU; Application for increase in water rates in Lee County by Ni Florida, LLC - filing the 

Request dated November 9,20 10. 

(407) 830-6331 

b) 
Utility's Response to Staffs Sixth Data 

c) Ni Florida, LLC 

d) 26 pages 

e) Letter to Commission Clerk and attachments - 26 pages. 

lI/l9/2010 
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November 19,2010 

E-FILING 
Romr M.C Rose, (1924-2006) 

Ann Cole, Commission Clerk 
Office of Commission Clerk 
Florida Public Service Commission 
2540 Shumard Oak Boulevard 
Tallahassee, FL 32399 

Re: Docket No. 100149-WU; Ni Florida, LLC - Tamiami 
Application for an Increase in Water Rates in Lee County, Florida 
Our File No.: 43053.04 

Dear Ms. Cole: 

Enclosed for filing in the above-referenced docket is the response of Ni Florida, 
LLC - Tamiami (the "Utility") to Staff's sixth data request dated November 9, 2010. 
Staff has requested the following information in order to complete its analysis in the 
above-referenced docket. 

1. Please provide a copy of the Organizational Chart for Ni America, clearly 
illusmating the relationships between Ni America and its subsidiaries for 2007 through 
2010. For each of the subsidiaries, please describe, in detail, the corporate functions that 
each performs. 

RESPONSE: The Organizational Chart for Ni America companies is attached. 
Corporate governance is performed by Ni America Capital Management, LLC and all 
other functions are performed by Ni America Operating, LLC and are as follows: :< :.. . 01 ?< 

Accounting - c.2 

Annual Reporting Requirements I I <-.2 7 

Business Development '> 

Contract Administration : cn ,; 
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Finance 
Financial Reporting 
Human Resources 
Income Tax Administration 
Legal Services 
Operations Management 
Payroll Administration 
Rate Case Administration 
Risk Management (Insurance) 
Treasury Management 

2. Please provide a copy of the Organizational Charts for Ni America and all 
other subsidiaries that allocate costs to Ni Florida, that lists the employees, their 
respective job titles, the salaries for each employee, and a list of the duties and 
responsibilities of each employee for 2007 through 2010. 

RESPONSE: Attached are the following: 

Organization Chart by employee and title for Ni America 
Operation, LLC for2008/2009 and 2010. This is the only 
company which has corporate employees. 
The monthly salaries paid to each employee for 2008,2009, and 
2010 through September. 
The duties performed by these employees in total are detailed in 
the response to Question 1 of Staffs Sixth Data Request. 

Please provide a copy of any documentation (formal and/or informal) 
and/or policy and procedures manuals that address how all costs allocated or charged by 
Ni America to Ni Florida are determined and how all costs of Ni Florida are allocated to 
the various water and wastewater systems. 

3. 

RESPONSE: Ni America does not maintain a policy and procedures manual that 
addresses how corporate overhead costs are allocated or charged to Ni Florida. There 
are no Ni Florida expenses that are allocated to the various water and wastewater 
systems. Please see the responses to Question 5 and Question 11 of the Staffs Sixth Data 
Request for a description of how corporate overhead expenses are allocated to the 

Rose, Sundrwm & Bcntlcy, U P  
766 N. SUN D m  S u m  4030. L+xe W, R a m  32746 
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utilities. 

4. Please provide documentation for all costs directly assigned to Ni Florida 
by its affiliates including the type of cost and basis for assignment. Provide all 
documents related to affiliate costing guidelines and related studies utilized or relied on 
for comparison with or analysis of cost allocation practices affecting Ni Florida in this 
proceeding. 

RESPONSE There are no costs directly assigned to Ni Florida by any affiliates. 
Please see the responses to Question 5 and Question 11 of the Staffs Sixth Data Request 
for a description of how corporate overhead expenses are allocated to the utilities. 

5. Please provide all Ni Florida system allocation workpapers, calculations, 
and all necessary documents that would allow an individual to recompute the amounts 
allocated by Ni America, and any other affiliate/subsidiary for 2007, 2008, 2009, test 
year twelve months ended December 31, 2009, and for each month of 2010 thereafter. 
The above documents should include by affiliate: the total dollars by general ledger 
account number to be allocated, the name of the general ledger account, the allocation 
factor applied to each account, the calculation of the allocation factor including the 
numerator for each company that is allocated a portion of the cost and the denominator 
of the allocation factor, and a description of the allocation factor. The information 
provided should allow one to recompute allocations and then redistribute or carry 
forward adjustments made, by system, to the expense and rate base items included in the 
instant rate proceeding. 

RESPONSE: Ni America Operating, LLC, and Ni America Capital Management, 
LLC, are companies which contain all corporate expenses. Ni America Capital 
Management, LLC, owns all of the subsidiaries and manages the equity ownership. Ni 
America Operating, LLC is the operating company where all the employees reside and 
where all other corporate expenses (all expenses other that those incurred directly by the 
utilities and Ni America Capital Management, LLC) rest. 

The corporate overhead expenses for 2009 were allocated to the utilities based on 
two factors: (1) the ratio of ERCs for each utility to the total ERCs for all owned utilities, 
and (2) all expenses, other than due diligence expenses, on the basis of payroll charges 
allocable to utilities. During the twelve months ended December 31, 2009 (the test year 
used in this rate case), Ni America estimated that 47.09% of payroll costs were allocable 

Rose, Sundstmm & Bcndcy, U P  
766 N. Surr D m  S m  4030. IAKE M*ar. Fmmm 32746 
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to the utilities. Therefore, 47.09% of all allocable corporate expenses were allocated to 
the utilities. Each utility was allocated a percentage of the allocable expenses each 
month based on the ratio of ERCs to the total ERCs. All expenses that are direct 
expenses of the utilities are recorded initially to the utilities and are not included in the 
corporate expenses which are allocated to them. 

The corporate overhead expenses for 2008 were allocated to the utilities based on 
the average of three factors: (1) revenue, (2) fixed assets, and (3) O&M expenses. Then, 
the amount was capped at 20% so as not to over-burden the utilities. 

All corporate overhead expenses for 2010 (except for due diligence-related 
expenses) have been allocated to the utilities based on ERCs. 

The Ni America companies were formed in early 2007 or subsequent to that time 
frame. In 2007, the only utility acquired was Shaded Lane Water Company. Since the 
date of the acquisition was December 11, 2007, no overhead was allocated to it for a 
partial month. In 2008, Ni America acquired Hudson Utilities on May 5, 2008 and 
Tamiami Village Water Company on September 5, 2008. Since Ni America was still a 
developing company, Management chose to limit the corporate overhead during 2008. 
This was documented in the Ni Florida, U C  - Hudson rate case filed using a twelve 
month test year ending December 31, 2008. In 2009, corporate overhead was allocated 
to the utilities based on ERCs. In 2010, Ni America acquired Palmetto Utilities, Inc. on 
January 7, 2010. Corporate overhead has been consistently allocated to every utility 
company on the same basis. 

6.  Please provide all Ni Florida systems direct charge workpapers, 
calculations, and all other necessary documents that would allow an individual to adjust 
the amounts directly charged by Ni America, and any other affiliate/subsidiary for 2007, 
2008, 2009, test year twelve months ended December 31, 2009, and for each month of 
2010 thereafter. The  information provided should allow one to redistribute direct 
charges that have been charged by Ni Florida to its various systems in Florida. 

RESPONSE: Neither Ni America nor Ni Florida direct charges any expenses to 
any other affiliate/subsidiary. Please see the responses to Question 5 and Question 11 of 
the Staff's Sixth Data Request for a description of how corporate overhead expenses are 
allocated to the utilities. 

Rose, Sundstrorn & Bcntlcy, LLP 
766 N. Srnr D- S m  4030, hz MAW, F m  32746 
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7. Please provide all Ni Florida system allocation workpapers, calculations, 
and all other necessary documents that would allow an individual to recompute the 
amounts allocated by Ni Florida for 2007, 2008, 2009, test year twelve months ended 
December 31, 2009, and for each month of 2010 thereafter. The above documentation 
should include: the total dollars by general ledger account number to be allocated, the 
name of the general ledger account, the allocation factor applied to each account, the 
calculation of the allocation factor including the numerator for each system that is 
allocated a portion of the cost and the denominator of the allocation factor, and a 
description of the allocation factor. The information provided should allow one to 
recompute allocations and then redistribute and carry forward adjustments made, by 
system, to the expense and rate base items included in the instant rate proceeding. 

RESPONSE: Neither Ni America nor Ni Florida direct charges any expenses to 
any other affiliate/subsidiary. Please see the responses to Question 5 and Question 11 of 
the Staffs Sixth Data Request for a description of how corporate overhead expenses are 
allocated to the utilities. 

8. Please provide Ni Florida system direct charge workpapers, calculations, 
and other necessary documents that would allow an individual to adjust the amounts 
directly charged by Ni Florida for 2007, 2008, 2009, test year twelve months ended 
December 31, 2009, and for each month of 2010 thereafter. The information provided 
should allow one to redistribute direct charges that have been charged by Ni Florida to 
its various systems in Florida. 

RESPONSE: Neither Ni America nor Ni Florida direct charges any expenses to 
any other affiliate/subsidiary. Please see the responses to Question 5 and Question 11 of 
the Staffs Sixth Data Request for a description of how corporate overhead expenses are 
allocated to the utilities. 

9. Please provide a list, by system, of activities Ni Florida employees billed to 
each system and the amounts booked for 2007, 2008, 2009, test year twelve months 
ended December 31, 2009, and for each month of 2010 thereafter. Also provide the 
accounts those expenses were booked to. 

RESPONSE: There are no Ni Florida employees. Ni Florida does not direct 
charge any expenses to any other affiliate/subsidiary. Please see the responses to 
Question 5 and Question 11 of Staffs Sixth Data Request for a description of how 

Rose, Sundsuom & Bcndcy. LLP 
766 N. Sm D m ,  S u n e  4030. Lw Mw, F w m  32746 
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corporate overhead expenses are allocated to the utilities. 

10. Please provide a list, by system, of sundry expenses either allocated or 
directly charged to each system and the activities associated with each sundry expense 
for 2007, 2009, 2009, test year twelve months ended December 31, 2009, and for each 
month of 2010 thereafter. If the sundry expenses are allocated, please provide the 
allocation factor for each system including both the numerator and denominator for each 
year requested. 

RESPONSE: Please see the responses to Question 5 and Question 11 of Staffs 
Sixth Data Request for a description of how corporate overhead expenses are allocated to 
the utilities. 

11. Please provide the Excel spreadsheet used to allocate the direct and 
indirect costs for the accounting units with Ni Florida for 2007, 2008, 2009, test year 
twelve months ended December 31,2009, and for each month of 2010 thereafter. 

RESPONSE: Attached are the MS Excel spreadsheets used to allocate the 
corporate expenses incurred by Ni America Capital Management, LLC, and Ni America 
Operating, LLC, to the Ni Florida, LLC utilities (Hudson and Tamiarni Village) for 2008, 
2009, the test year ending December 31, 2009, and for each month of 2010 thereafter. 
No corporate overhead expenses were allocated to any utility in 2007. Also, please see 
the responses to Question 5 of the Staffs Sixth Data Request for a description of how 
corporate overhead expenses are allocated to the utilities. 

12. Please provide all documents in your possession, custody or control that 
demonstrate whether charges from any unregulated affiliates are provided to Ni Florida 
at the lower of cost or market. 

RESPONSE: All charges allocated from Ni America Capital Management, LLC 
and Ni America Operating, LLC to any affiliate/subsidiary, including Ni Florida-Tamiami, 
is done so at actual cost. 

In order to document that the Utility's allocated costs are reasonable and market- 
based, Ni America prepared a study to analyze Florida water and wastewater companies 
to determine how the O&M expenses and Earnings before Interest, Taxes, Depreciation 
and Amortization (EBITDA) compared to what its Ni Florida systems would experience 

Rose, Sundstmm & Bentlcy, U P  
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after rate increases. Attached are the study and an analysis of the results. Thus, total 
expenses for the Ni Florida systems, including the overhead allocation, compare 
favorably to the companies analyzed in this study and could be considered to represent 
the market. 

Should you or members of the Staff have any questions regarding this filing, 
please do not hesitate to give me a call. 

Very truly yours, 

For the Firm 

CWM/der 

cc: Ed Wallace, President (w/enclosures) (via e-mail) 
Mr. Benny Wilkinson (w/enclosures) (via e-mail) 
Mr. Donald Clayton (w/enclosures) (via e-mail) 
Mr. Bart Fletcher (w/enclosures) (via e-mail) 
Mr. Mark Daday (w/enclosures) (via e-mail) 

M.,, liL,N.tDPm.~, FIORIDA. l,L (43053,\(.M, 12.31.w Ty Rate c.,c ( k F  counlypPsc ocrk 14 (Tiling Rlrpome to S m f r S  6th Data Rcquesl, ,".dm 
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Ni America Capital Management, LLC and Subsidiaries 
Organization Chart by Entity 

As of November 15,2010 

Ni America Capital 
Management, LLC 

Operating, LLC 
(includes Shade Lane) 

(includes Brighton) 

4 i  America TX Dev, LLI 
Ni Arizona, LLC 

li Arizona Utilities, In( 
ili Florida Utilities, Inc 

Ni Louisiana, LLC 
Ni Mississippi, LLC 

Ni North Carolina, LLC 

Ni Pennsylvania, LLC 

Ni South Carolina, LLC 
'almetto Wastewater 

Reclamation, LLC 
Palmetto of Lower 

Richland, LLC 
Ni SC Environmental 

Services, LLC 
Palmetto Ni Utilities. 

LLC 

I . . . , __ 

~ 

(Includes Hudson Utii) 
(includes Tamiami) 

Ni South Carolina 
Utilities, Inc. 

(Includes Palmetto 
Utilities, Inc.) 

( 1710 Woodcreek 
Farms Road, LLC) 



NO. 2 



Ni America Operating, LLC 
Organization Chart by Personnel (For 2008 and 2009) 
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Ni America Operating, LLC 
Organization Chart by Personnel (For 2010) 
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Nf America Operatink Ut 
Salaries 
For Year--Date September 30,2010 
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NiAmenics Operating LLC 
Oveaead 

Expense 
Operation and Maintenance 
Mixellaneom Expenses 
Vue Diligence Expemes 
Capitalized Acquisition costs 

Total Expense 

Add Ba&s 
Shaded Lane Allocated Owhead 
Hudson Allocated Ovehead 
Tamiami Allocated OMhead 

Total Add Back 

Total Overh?ad 
Total Salaries 
Salarh Allocated to Ovemead 
Allocation Factor 

Overhead to be Allocated 

Overhead Allowtion Factors 
Revenue 

Shaded Lane 
Hudson 
Tamiami 

~ o t a l  Revenue 
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Hudson 
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Operations & Maintenance 
Shaded Lane 
Hudson 
Tamiami 

Total Operations & Maintenance 

Allocated Overhead 
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126,035 134,623 134,023 128,660 150,001 143,944 151,633 177,383 1,146,303 

218,741 218,680 217.726 227.272 226.318 204,667 205,WO 204,450 204.450 
8,482,655 8,510,462 8,516,278 8,496,413 8,486,747 8,397,265 8,476,831 8339,757 839.757 

789,469 789,469 781,253 777.266 773.503 
8,701,396 8,729,141 8,734.CO4 8.723.685 9,494,318 9,379,198 9,455,434 9,333,676 9,333,676 8.14 

4,713 4,980 5,129 7,106 5,621 5,374 7.614 6.240 46.775 
67,741 69,396 75,690 82,789 67,569 81.369 57,598 87,583 589,735 

8.835 6,844 10,771 13,531 39,982 
72,454 74,376 80,819 89.895 82,025 93.587 75,984 107,354 676,493 0.59 

7,957 11.464 13,782 13,018 7,431 10,375 8.929 13,468 86.424 



Hudson 94.004 141.681 142,555 150,770 105.559 122,314 118,226 195.327 1,070,437 

Fixed Aaeb (Net Depreciation) 
Shaded Lane 2,563 3,837 3,897 4,267 2,944 3,261 3,152 5,181 29,102 
Hudson 99,398 149,309 152,439 159,521 110.397 133,789 130,336 211,358 1,146,547 
Tamiami 10.163 12,384 11.895 20,008 54,449 

Total Allocated Overhead - fixed Aaeb 101,961 153,145 156,336 163.788 123,504 149,434 145,383 236,547 1.230.098 

Operations & Maintenance 
Shaded Lane 
Hudson 
Tamiami 

Total Aliaated Ovemead 

Average 
Shaded Lane 
Hudson 
Tamiami 

Total Average 

Preoverhead o&M% 
Best PradiCes rrotai 
o&M Expenses of 74% 
which assumes an 
Overhead % 00 

6,632 10,254 9,922 12,947 8,463 8.580 14.568 13,749 85,115 
95,329 142.891 146,414 150,842 101,738 129,925 110,206 192,983 1,070,328 

13,303 10,929 20.609 29,815 74,656 
101,961 153,145 156,336 163,788 123,504 149,434 145.383 236,547 1,230,098 

5,717 8,518 9,200 10,077 6,279 7.405 8.883 10,799 66,880 
96,244 144,627 147,136 153,711 105,898 128,676 119,589 199,889 1,095,771 

11,327 13,352 16,911 25,858 67,448 
101,961 153,145 156,336 163,788 123.504 149,434 145,383 236,547 1,230,098 

57.49% 55.25% 60.30% 69.87% 54.68% 65.02% 50.11% 60.52% 59.02% 

74.09% 16.60% 18.84% 13.79% 4.22% 19.41% 9.07% 23.98% 13.57% 20.00% 

Utiimes to be acquired in the future 5,004,190 40,746,201 2,953,231 
Shaded Lane 1,146,303 80,385 204,450 46,775 
Hudson 997.197 8,339,757 589.735 
Tamiami 

Revenue Fixed Assets O&M 

Allocation bared on best practices 
utilities to be acquired in the future 
Shaded Lane 
Hudson 
Tamiami 

68,721 789,469 39,982 
0.19 6,150,492 50,079.876 3,629,724 

~ Average 
1,000,838 1,000,838 1,000,838 

16,077 5,022 15,852 12317 
199,439 204,841 199.859 201,382 
13,744 19,392 13,550 15,562 

1,230.098 1,230,098 1,230,098 229,261 
1,230,098 1,230,098 1,230,098 
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i.853 1.012 9.816 766 1.095 233 701 617 909 4,269 1.168 2,344 25,032 

553 35 707 590 350 44a 140 +17 3,332 
w1 507 338 333 333 74 282 74 270 2w 342 2W 3,515 
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Ni America Capital Management, LLC and Subsidiaries 
Overhead Allocation 
For Year-to-Date September 30,2010 

ERCs by Company &&g a 
Shaded Lane 200 198 200 197 196 196 197 195 196 1,775 
Hudson 2,992 2,992 2,994 2.995 2,995 2,991 2,984 2,989 2,983 26,915 
Tamiami 769 743 742 742 744 744 741 776 775 6.776 
Brighton 724 720 722 729 729 725 742 736 736 6,563 
Palmetto 15.399 15,463 15,517 15,566 15,662 15,685 15,735 15,736 15,755 140,518 

Total 20,229 20,326 20,341 20,399 20,432 20,445 182,547 20,084 20,116 20,175 

Ni America Operating, LLC 
O&M $ 159,363 $ 117,453 $ 250,575 $ 46,480 $ 185,523 $ 96,530 $ 181,468 $ 180,401 $ 188,681 $1,406,474 
Miscellaneous 8,182 8.073 18,362 11,362 12,528 6,385 6,427 11,834 11,508 94,660 
Due Diligence Expenses (10,271) (10,135) (10,194) (10,194) (14,015) (12,300) (10,194) (14,491) (10,708) (102,561) 

Ni America Cap Mgmt, LLC 15,148 14,941 97,382 42,794 115,115 41,350 46,804 53,308 55,052 481,894 

TotalDverheadExpenses $ 172,422 5 130,272 $ 356,126 S 90,442 $ 299,151 $ 131,965 $ 224,505 $ 231,053 $ 244,532 $1,880,468 

Shaded Lane $ 1,717 $ 1,282 $ 3,530 $ 881 f 2,885 $ 1,272 $ 2,168 $ 2,205 $ 2,344 $ 18,284 
Hudson 25,686 19,376 52,850 13.390 44,079 19,404 32,841 33,801 35,679 277,106 
Tamiami 6.602 4,812 13,098 3,317 10.950 4,827 8,155 8,775 9,264 69,800 
Brighton 6,216 4,663 12,745 3,259 10,729 4,704 8,166 8,323 8,803 67,608 
Palmetto 132,201 100,139 273,904 69,594 230,508 101,758 173,174 177,949 188,442 1,447,669 

Total $ 172,422 $ 130,272 $ 356,127 $ 90.441 S 299,151 $ 131,965 $ 224,504 $ 231,053 $ 244,532 $5880,467 



NO. 12 



O&M Analysis - Florida Utilities Ni America 

System Utility O&M 
System Type class Revenue Expense O&M % EBlTDA EBlTDA % 

Crooked Lake Sewaee Wastewater C 5128.833 $74.272 57.6% 554,561 42.4% 
I 

East Marian 
Lake Yale Treatment Associates, Inc 
Pine Harbour Utilities 
BFF Corp (Charlie deMenzes) 
LP Utilities 
Highlands Ridge Utililies 
Fairmount Utilitcs 2nd 
LWV Utilities 
Heather Hills Erlates 
W.P. Utilities, he 
Damon Utilities 
Allen (Tropical Park) 
Silver Fox Utility Co. (dba Timberwood Utilities) 
Cremidge Utilities 
Holiday Gardens 
C & H Utilities 
Sebring Ridge 
Raintree Utilities, Inc 
W i n d a m  Utilities Ca 
Rainbow Springs Utilities 
Lindrick Service Corp 
Harbor Hills Utilities 
Marion Utility 
Mad Hatler 
Sunshine Utilities of Cm. FL 
Country Club of Sebring 
Highlands Utilities Corp 
Venture Associates 

Wlr&Wwv 
WU&Wwv 

Water 
Wastewater 
Wtr & Wwr 
Wls& wwv 
Wastewater 

Water 
Wlr&WWtr 
WlrBWwv 
Wtr& Wwtr 

Water 
W h & W w v  

Water 
Water 

wlr 81 wwtr 
wastewater 

Water 
Water 

WLr& wwtr 
Wlr& wwv 

Water 
Wlr& wwtr 
WV&Wwtr 

Water 
WU& Wwv 
WaStewatcr 

Water 

C 
C 
C 
C 
C 
C 
C 
C 
C 
C 
C 
C 
C 
C 
C 
C 
C 
C 

A or B 
A or B 
A or B 
A or B 
A a r B  
A 0 r B  
A or B 
A o r B  
A o r B  
A o r B  

Total 

Average 

$65,553 
$108,184 

$18,757 
565.301 

5116,085 
$382.805 
$113,961 
$91,5ll 

$ I 14, I03 
$88,757 
$85,926 
$15,113 
$76,560 
$94,073 
$74,713 
$20,670 

5161,880 
$44,837 

S561.339 
$1,057,416 
$2,647,433 

5385,619 
$1,659,209 
$2,108,799 
51,036,737 

$228.507 
$658,197 
$541.352 

512,752,230 

$38,067 
$63.473 
513,463 
$47,161 
$87,572 

$296,997 
$94,286 
$86,686 

5 114,767 
$94,588 
$92,283 
$16,322 
$82,844 

$103,044 
$86.586 
525,025 

5 197,584 
$58,451 

$408,127 
5769,221 

$2,018,301 
$301,928 

$1,300,645 
$1,809,604 

$901.985 
$200,484 
$619,204 
$573.068 

$IOJ76,038 

58.1% 
58.1% 
71.8% 
72.2% 
75.4% 
77.6% 
82.7% 
94.7% 

100.6% 
106.6% 
107.4% 
108.0% 
108.2% 
109.5% 
115.9% 
121.1% 
122.1% 
130.4% 
72.7% 
72.7% 
76.2% 
78.3% 
78.4% 
85.8% 
87.0% 
87.7% 
94.1% 

105.9% 

82.9% 

90.3% 

S27.486 
$44.7 I I 
$5,294 

5 18.1 40 
$28.5 13 
$85,808 
$19,675 
$4,825 
($664) 

(55.831) 
(16,357) 
(51,208) 
($6,284) 
($8,971) 

($11,873) 
($4,355) 

($35,704) 
($13,614) 
$153,212 
$288.195 
$629,132 
583,691 

$358,564 
5299,194 
$134,752 
S28.023 
$38,993 

($31,716) 

$2,176,192 

41.9% 
41.3% 
28.2% 
27.8% 
24.6% 
22.4% 
17.3% 
5.3% 

-0.6% 
-6.6% 
-7.4% 
-8.0% 
-8.2% 
-9.5% 

-15.9% 
.21.1% 
-22.1% 
-30.4% 
27.3% 
27.3% 
23.8% 
21.7% 
21.6% 
14.2% 
13.0% 
12.3% 
5.9% 

-5.9% 

17.1% 
9.7% 

- 

$10,884,607 $8,902,567 81.79% $1,982,040 

__ Notes: 
[ I ]  Data taken from 2007 Annual Repons tothe Florida PSC. 
[2] Class A or B Utilities - Revenue from the Total Operating Revenue line in the Annual Report to the PSC; O&M expense from the Operating Expenses line. 
[3] Class C Utilities - Revenue fmm the Total Gross Revenue line in the Annual Report to the P S C  O&M expense h m  the Operating Expenses line. 



O&M Analysis 

The test year for the Ni Florida - Hudson rate case in Docket No. 090182-SU was 
calendar year 2008. Until October of that year Ni America Operating, LLC was 
engaged in a massive merger and acquisition (M&A) effort. We employed 
approximately 20 people and were actively attempting to  acquire other water and 
wastewater systems throughout Florida and Texas. A portion of those individuals 
were involved in M&A but others were involved in accounting, operations, capital 
and system maintenance as well. 

Because of the world wide banking crisis (the effects of which are still being felt) 
in October of 2008 al l  existing M&A activity was completed and all new activity 
was ceased. When preparing our rate filing in Docket No. 090182-SU two things 
became apparent: 

1. Ni America had too many employees to allocate i ts  overhead to i t s  utilities 
in an environment in which it no longer believed that it was going to grow 
i ts  revenue a t  double digit rates. 

rate case in Docket No. 090182-SU that: 
2. A basis should be determined to  allocate overhead for use in the Hudson 

a. Excluded any overhead relating to M&A activity 
b. Included normal practices within the wastewater company peer 

group 

In order to perform that allocation the company prepared a detailed analysis of 
duties for every individual in the company, allocated their time, and applied the 
composite allocation rate to a l l  expenses (other than those relating specifically to 
M&A due diligence). It then allocated the reduced total overhead balance to al l  
companies based on Equivalent Residential Customers (ERC’s). 

To test the appropriateness of our overhead allocation, the company performed a 
detailed review of al l  the companies for which we had obtained financial 
information and grouped them within utility classes. For those companies with 
revenue in excess of $200,000 a reasonable average of total overhead was 
estimated to be in the range of 20 to  25 percent of revenue. Based on that 



analysis and the knowledge that we had too many employees in comparison to 
our existing revenue, management elected to cap all overhead allocations a t  20 
percent of total utility revenue. 

In Florida, Ni America did not acquire any companies during 2009 (the test year). 
During the year, M&A activity was limited to those companies that were currently 
too far along in documentation to  disengage; resulting in one company being 
acquired in Texas. In an effort to right size Ni America Operating, LLC to align 
overhead to  the revenue in i t s  existing utilities, 8 employees were terminated, 
laid-off, or asked to take long-term disability; including the CEO Pete Moerbeek. 

In preparing the NI Florida - Tamiami rate case in Docket No. 100149-WU, we 
followed the same methodology that was used in the Hudson rate case in Docket 
No. 090182-SU. When we reviewed the financial information in our system for 
those companies with revenue below $200,000, we noted (presumably because 
of economies of scale) that the reasonable average of total overhead was 
estimated to be much higher, specifically somewhere in excess of 25 percent. 
Based on that review and the fact  that Ni America Operating, LLC had made a 
concerted effort to "right size" it operations, management determined that the 
2009 overhead allocation should not have a cap but rather that al l  companies 
owned by Ni America should receive a full allocation of the reduced total 
overhead balance (other than those relating specifically to  M&A due diligence) 
based on ERC's. 

In January 2010, we acquired a wastewater utility in South Carolina with 
approximately 11,000 customers and 15,000 ERC's. That acquisition combined 
with our other utilities and reduced staff has forced us to further reduce our 
acquisition activities and focus our efforts primarily on managing our business. No 
additional utilities have been or will be acquired in 2010 and our business 
development / due diligence efforts have been reduced to a single employee. 
Consistent with previous years, allocations in 2010 have been made on an ERC 
basis including Palmetto Utilities (our South Carolina utility) and total expenses 
allocated has been reduced by the payroll and expenses associated with our one 



business development employee. With the acquisition of our South Carolina 
utility we believe that we are at or approaching critical mass as it relates to our 
current overhead and no further caps or reductions in overhead allocation are 
deemed necessary. 


