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OOC:Cft .,. t71195-11S 
Ja'l'B: IIAJtal 26, 1998 

Rainbow Spriuga Utilitiea, L.C. (Rainbow Springs, or utility) 
is a Claaa B utility which provides water and wastewater service in 
Marion county. According to the utility's 1996 Annual Report, it 
aervea 1,223 water cuatomera and 762 wastewater customers. In 
1996, tba utility bad annual operating revenues of $262,377 and 
$226,322 for -ter and -tewater, respectively. Aleo, the utility 
had net operating l~aes of $29,646 for water and $112,101 for 
wastewater. The utility's facilities conaist of one water 
treatment ~tem, aae water transmission and distribution ayt~ema, 
one wastewater treatment plant, and one wastewater collection 
system. 

On Sevtember 12, 1997, Rainbow Springs Limited, a Plorida 
limited partnership (Rainbow Springs, Lilllited' s •pa~nt• canpany or 
Assignor) filed an application for transfer of majority 
organizational control of the melllbforahip interest in Rainbow 
Springs Utilities, L.C. to the individual shareholders of Chase 
Ventures, Inc. (Assignees), pursuant to aection'J67.071, Florida 
Statute. Tbe ownenhip interest in Rainbow Springs Utilitiea, L. c. 
ia 99t held by Rainbow Springs, Limited, and one percent by Chase 
Ventures, Inc., a related corporate entity. Rainbow Springs, 
Lilllited is owned by Chase Ventures, Inc. and CVI Associates Limited 
Partnership, aa General Partners, and Chase Ventures, Inc. and 
Steele LLC, as Limited Partners. The terme of this transfer of 
membership interest involves Rainbow Springs, Limited transferring 
all ownership interest in Rainbow Springs Utilitiea, L.C. to Chase 
Ventures, Inc. so that Chaae Ventures, Inc., will have direct 
ownership interest in the utility. Chase Ventures, Inc., will 
transfer all interest in the utility to ita corporate shareholders 
baaed upon each shareholder's prorate ownership interest in the 
cozporate parent of the utility. The purpo- of the transfer is to 
eliminate Rainbow Springs, Limited, and Chase Ventures, Inc. as 
intermediary owners of the utility from the chain of ownership. 
The utility's application.: was found to be deficient. The 
deficienciea were corrected on November 5, 1997. 

Section 367.071, Florida Statutea, states in part that no 
utility shall transfer ita majority organizational control without 
approval of the Commission. Staff baa reviewed the assignment of 
membership interest agreement and has found that although the 
parties have come to an agreement on the aaaignment of the 
membership interest, the official closing is contingent upon the 
approval of the Commission. The following ia staff' a 
recommendation regarding the utility's request to transfer majority 
organizational control. 

~ 2 -



DOCKB't .,_ 9711J5-­
DkTB: MaRCH 26. 1991 

DiscpasiOI OF I981J11 

ISSQI 1; Should the triUUJfer of Majority Organizational COntrol of 
Rainbow Springa Utilities, L.C. (Holder of Certificates No. 355-W 
and 311-S) from Rainbow Springs Limited to the individual 
shareholders of CbaH Ventures, Inc. be approved? 

~ :~..• ... • •• .,l'.o~ I enqr, Yea, the transfer of majority organizational 
control should be approved. (JOHNSON, RBDBMANN) 

STAll' III,LDII: The application ia in compliance with the 
governing statute, Section 367.071, Florida Statutes, and other 
pertinent statutes and administrative rules concerning an 
application for transfer of majority organizational control. The 
applicaticm cantaiaa a check in the amount of $3,000, which ia the 
correct filing fee pursuant to Ru1 e 25-30.020, Florida 
Administrative COde. The applicant has provided evidence that the 
utility owns the laDd. upon which the utility' a facilities are 
located aa required by Rule 25-30.037(2) (q), Florida Admdniatrative 
Code. 

Aa discussed in the case background, the application vas 
defici8nt, but it ... corrected in November, 1997. The deficiency 
involved the noticing not being dated and not clear as to who the 
property ... being tran.aferred to, and the description of territory 
vas incorrect. This lack of clarity of pertinent information 
resulted in a customer of the utility inquiring about the notice. 
The customer made no formal objection, and Staff addressed the 
cuatomera•a oonoeraa by corre8p0Ddence. The utility re-noticed the 
customers to clarify what waa occurring in the application. After 
the re-notice was iaaued the customer's concerns and the deficiency 
were both re80lved. In addition, the application contains proof of 
compliance with the noticing provisions set forth in Rule 25-
30.030, Florida Adm.inistrative Code, including notic.a to the 
customers of the system to be transferred. A description of the 
territory served by the utility is appended to this memorandum as 
Attachment A. 

The applicant provided a copy of the warranty deeds as 
evidence that the utility owns the land upon which its facilities 
are located. The warranty deed for the utility was executed in May 
1995, and it indicated that a transfer from a corporate entity to 
a limited liability corporation occurred in a reorganization, 
approved by the Commission in Order No. PSC-95-1305-POF-WS in 
Docket No. 950599-WS on October 24, 1995. This transfer from 
Rainbow Springs Utilities, Inc. to Rainbow Springs Utilities, L.C. 
was not a change in majority organizational control. However, the 
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IX)I"IRT 80. 971195-WS 
DATB: IGUlCB 26, 1998 

Agreement on the ~•ignment of membership interest in this docket 
is a transfer of majority organizational control. The official 
closing of the Agreement on the ~signment of membership interest 
ia contingent upon the approval of the Commiaaion. 

Regarding tbe ~signee's financial and technical ability, the 
Assignees will continue with the practices of the Rainbow Springs, 
Limited and Chase Ventures, Inc. As discussed in the case 
background, tbia transfer baa no real effect on the ownership of 
the utility, but simply eliminates two intermediary holding 
COIIIPaDiea of the utility ownership interests. Therefore, the 
Assignees' financial and technical ability to provide service ia 
identical to that of the existing ownership. The ~aigneea will 
fulfill the COIIIIIitments obligations and representations of the 
Assignor with regard to all utility matters. The official closing 
of the agreement on the aaaigrunent of membership interest ia 
contingent upon the approval of the Commiaa~ono 

The application states that the ayatema are in satisfactory 
condition, and in compliance with all applicable standards set by 
the Department of Environmental Protection (DEP) o Also, the 
systems are not in need of any repairs or improvements which are 
not already planned or under construction. Staff baa contacted the 
DEP and learned that there are no ou.tatanding notices of violation. 
'ftlerefore, staff recoamenda the transfer of majority organizational 
control should be approved o 
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DOC'Ift .::>. t711,5-WS 
Ia'l'B: JGRCII 26, 1998 

UJJ!WP SP'IPJI Vl'ILWM. L. c. 

pprqr QIUITI 

mpi'ftllJ PI'C!'m<ll 

Townabip 16 South, R•nge 18 -t 

Sectign 12 

The SOUth 1/2 of the SW 1/4 lying Eaat of u.s. Highway No. 41 
as it is now con•tructed, leaa and except that portion lying Eaat 
of SW 196th Avenue •• it ia now conatructed and being a portion of 
Unit (Tract) 21 of the Village of Rainbow Spring& Master Plan, 

Allg, that part of the S 1/2 of the SE 1/4 of the NE 1/4 of 
said Section 12, lying Eaat of the abandoned A.C.L. Railroad, ADd 
that part of the RB 1/4 of the SB 1/4 of said Section 12, lying 
East of the abandoned A.C.L. Railroad and Ba•t of the exiating 
A.C.L. Railroad, ADS~ that part of the NE 1/4 of the SE 1/4 of aaid 
Section 12, lying Weat of the existing A.C.L. Railroad and North 
and East of County Road Bo. 6.8-S, aa it ia now constructed. 

Section 13 

The Borth 1/2 of the RW 1/4 lying East of u.s. Highway No. 41 
as it is now constructed, less and except that portion lying East 
of s.w. 196th Avenue as it ia now conatructed. 

aDd, the South 1/2 of the NW 1/4 lying East of u.s. Highway 
Bo. 41 as it is now constructed, leas and except the East 1/2 of 
the SE 1/4 of the NW 1/4, 

aDd, a portion of the Borth 1/2 of the SW 1/4 lying East of 
U.S. Highway Mo. 41 aa it is now constructed. All foregoing 
described parcel& being a part of Unit (Tract) 21 of the Village of 
Rainbow Spring& Maater Plan. 

Tolmabip 16 South, R•nge 1t Bast 

Section 7 

The N 1/2 of the SW 1/4 of aaid Section 7. 
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971195-WS 
DATB: MaRCH 21, 1998 

ISSQB 2: Should rate baae be established? 

RIVP*"RJRI: No, the change in stock ownership does not require 
the establishment of rate base. (JOHNSON) 

szarr IIILJBIS: The transfer ot ownership intere•t from a 
sub•idiary through ita parent to the exi8ting ahareholdera, will 
not alter tbe utility's uaet and liability accounts. Accordingly, 
this transfer of ownership interest will not change the rate base 
balance. Tbia change in ownership simply eliminates the 
intermediary owners of the utility. Therefore, staff recommends 
that rate base not be established in this docket. The rate base 
for this utility was established November 2·6, 1996. in Order No. 
PSC-96-1229-POP-WS issued in Docket No. 950828-WS, which was a rate 
case proceeding. 
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DOCkBT .0. 971195-.a 
DAT.B: ~ 26, 1998 

IBSQI :J: Should an acquisition adjuatn~ent be approved? 

R2C -••ncw1 lfo, an acquiaition adjustment should not be 
included in the calculation of rate base for transfer purposes. 
(JOHHSO!f) 

S1'APP' IJIILDIS: An acquisition adjustment results when the 
purchase price differs from the original coat calculation. The 
Conaniasion routinely makes determinations regarding acquisition 
adjustments in cases involving the tranafer of certificates, 
aeaeta, or facilities because the purchase price is considered when 
determining whether the transfer is in the public interest. 
Conversely, it is onmmtaaion practice that acquisition adjustments 
are generally not considered in stock transfers because the price 
of stock baa no regulatory relationship to a utility's established 
rate base. Further, the change in ownership at isaue in this 
reco111111endation only results in the el ".m.ination of intermediary 
owners of the utility intereat. 

The ownerahip and control of the assets will be the same both 
before and after the transfer. Because the assets are not actually 
being sold and the value will remain the same after the trans fez·, 
staff believes that an acquisition adjustment doea not reault from 
thia aaset transfer. Therefore, staff recommends that an 
acquiaition adjustment should not be included in the calculation of 
rate base . 
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DOCD"1" BO. '711,5-­
DATB: MARCH 26, 1''8 

ISSQB t; Should the rates and charges approved for this utility be 
continued? 

RBO ..,&Tiql; Yea, the rates and charges approved for this 
utility ey8tem abould be continued. (JOHNSON) . 
SIIPP IIILJBIS; Tbe utility's approved water and wastewater rates 
were effective NOvember 26, 1996, pursuant to Order No. PSC-96-
1229-POF-WS issued in Docket No. 950828-WS, which was a rate case 
proceeding. 

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

In cases of change of ownerahip or contr,l of a 
utility which places the operation under a 
different or new utility ... the company which will 
thereafter operate the utility business must adopt 
and u.e the rates, claaaification and regulations 
of the former operating company (unleaa authorized 
to change by the commission) ••• 

The aaaigneea 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, ataff recannencls that the util~.ty continue 
operations under the existing tariff and apply the approved rates 
and charges. ordinarily in a tranafer of majority organizational 
control, the isauing officer of the utility changes, and the 
utility is required to file a new tariff reflecting that change. 
However, because thia change in ownership is the elimination of 
intermediary owners of the utility interest no changes to the 
tariff are neceaaary at this time. 
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iXICkB"t BO. 971195-WS 
DATB: MaRCH 26, 1998 

ISSQB 5: Should this docket be closed? 

•TJQI: Yea, thia docket should be closed. (FLEMING) 

STAPP AIJ\LDIS; No further action is required in this docket. 
Therefore, ataff recommends that this docket be closed upon the 
iaauance of the final order. ~ 
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