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TRANSFER Of PART OF CERTIFICATE NO . 488-W IN MARION COUNTY 
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UTILITIES, INC . 
COUNTY: MARION 

09/01/98 - REGULAR AGENDA - PROPOSED AGENCY ACTION FOR 
ISSUES NOS. 2 , 3 AND 4 INTERESTED PERSONS MAY 
PARTICIPATE 

ClUTICl'.L DATES : NONE 

SPECIAL INSTJWCTIONS : NONE 

FILE HAMB AND LOCATION : S:\PSC\WAW\WP\971670.RCM 

CMI IW:JSGBOQNI) 

Vencure Associates U~ilitles Corporation (Venture , Seller or 
utility) is a developer-owned Class 8 water utility which presently 
provides service to the Palm Cay subdivision and the Ocala Palm& 
subdivision within Marion County. Accordlnq to the utility's 1996 
consolidated Annual Report, it serves 1, 023 water customers, with 
annual operatinq revenues of $271,295 and net operatinq inco~e of 
S5, 609 . The utility provides service to it::s Palm Cay system 
through iln on-site water treatment plant. To provide l'ervice to 
the Ocala Palms subdivision, Venture purchases water !rom the City 
or Ocala through a master meter ~nd resells it to Lhe individual 
water users within tho development. 
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CAS! 1\ACKGP.QilNJ) 

Venture Associates Utilities Corporation (Venture , Seller or 
utili ty) is a developer-owned Class B water utility wh1c h present ly 
provides service to the Palm Cay subdivision and the Ocala Palms 
s ubdivision within Marion County. According to the utility' s 1996 
consolidated Annual Report, it serves 1, 023 water customers , w1th 
annual operatin9 revenues o! 5271,295 and net operating income o ! 
S5, 609 . The utility provides service to its Palm Coy system 
through an on-site water treatment plant. To provide service to 
the Ocala Palms subdivision, Venture purchases water from the City 
of Ocala through a master meter and resells it to the individual 
water users within the development. 
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DOCXET NO . 971670-WO 
DArE : S&PTl!!MBD 1, 1 !198 

On December 31 , 1997, Venture filed an application for 
authority to t ransfer part of Water Certificate No. 488-W to Palm 
Cay Utilities, Inc . (Palm cay or Buyer) . The Water Cer~ificate No . 
488-W is for both the Pa lm cay subdivision and the Achillea Palms 
Subdivision. Because only the Palm Cay system is being 
transferred , a new Certifi cate No . 601-W is assigned to the ~ystem . 
The facilities being purchased i ncluded one water treatmer plant 
and one transmission and distr i bution system. The Palm Ca~ System 
has 831 water customers , which represents approximately 80• of the 
water customer base of the utility . 

The application s t a tes that t he transfer is in the public 
interest because the s tockhol der s have a vested int erest in the 
service area . The stockhol ders (Mr . and Mrs . Kurtz) have 
substantial equity i.n the infrastructure and accordingly have a 
vosted interest in mainta ining the quality of services to the 
community . Palm Cay Utilities, Inc. will share a common office 
space in the cc..mmunity with exi&ting businesse& o! the 
stockholder&, which will provide easy acces& to the customers . 

This recommendation addresses the transfer of the P>tlm Cay 
system from Venture Associate Utilities Corporation to Palm Cay 
Utilities, Inc., assignment of Certificate No. 601-W to the system 
and amendment of the existing Certificate No. 488- 1'1 . 
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DOC~T NO. 971670-WU 
DATE: SBPTEMBER 1 , 1998 

DISCQSSIQN Ol ISSVJS 

ISSUJ 1 : Should the trans fer of the 
from Venture Associates Utilities 
Utilities, Inc., the assignment of 
amendment o f Certificate No . 488- W be 

Palm Cay Subdivision system 
Corporation to Palm Cay 
Certificate No. 601-h and 
granted? 

RECOMNBNDA'il'ION : Yes, the transfer of the Pall Cay system from 
Venture Associates Utilities Corporation to Plum Cay Utilities , 
Inc . , the assignmen t o f Certifi cate No. 601 - W and amendment of 
Certi f icat e No . 488-W s hould be granted . In addition, the utility 
s hould be o rdered to submit warr a nt y deeds wiLhin 60 days of the 
issuance dat e of t he order, resulting f rom action taken at this 
agenda conference, reflecting t hat ownership of the land upon which 
the facilities a r e located has been properly conveyed to Palm Cay 
Utiliti es, I nc. (JOHNSON) 

STAFf AHALXSIS: ~ stated in the case background, Venture applied 
for a tran~fer of the Palm Cay Subdivision water treatment sy~~~m 
to Palm Cay Utilities on December 31 , 1997. The Palm Cay system 
is one of t wo systems included under Certificate No . 488- W. 
Therefore, this transfer will also result in amendment of the 
existin9 certi f icate . The application is in compliance with the 
governing .statute , Section 367 . 0'1 1, Florida Statutes , and other 
pertinent statutes and administrative rules concerning an 
application for transfer. The application contains $1 , 500 , which 
is the correct filing fee pursuant to Rule 25-30 . 020 , Florida 
Administrative Code . 

Rule 25-30.037 (2) (q), Florida Administrative Code rc-:uires a 
utility t o provide proof that it owns the land or has continued use 
of the land upon which its facilities are located. Because the 
transfer has not yet occurred, the warranty deodo provided with the 
applica tion are in the name of Venture. Therefore, staff 
recommends that Palm Cay be required to provide copies of recorded 
warranty deeds in ita name within 60 dayo of the date of the order 
as proof t hat it owns the l and upon which the facilitJ.es are 
located. A description of the territory socv~d by the utility is 
appended to thi!l memorandum as Attachmen t A. It should be noted 
that the last angle and distance was missing in Parcel S in Order 
No. 18121 , dated September 8, 1987, which granted the utility the 
original territory. Staff has corrected that error In this 
territory description. 

In addition, the application contains proof of compliance with 
the noticl.ng provisions set forth in Rule 25-30.030, Florida 
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DOCKZT NO. 971670-WO 
DATE: SEPTENBJm 1 , 1998 

Administrative Code. No objections to the application were 
received, and the time for such filings have expired. 

Palm Cay has indicated that it has the technical and financial 
ability to operate the system. The company is retaining the 
manager and the operator, which are involved in the daily 
operations of the utility. Regarding the financial a'bilit.y, Palm 
Cay supplied a financial statement to staff. The s atement. 
indicates that approximately 74' of the company's total as ets are 
in real es·tate, and that. it has approximately 5381,200 i liquid 
assets . While staff doos have some concerns about tho liquidity of 
the assets , we believe the owner possesses the overall financial 
ability to operate the water facility. As stated pre·viously, the 
annual report for 1996 shows that the consolidated annual operating 
revenue for the system was $271,295 and the net operating income 
was $5,609. Staff believes that the assets of the new owner should 
be adequate to insure the continued ~perations of the utility. 

The applicati~n staLes that the Company's representative has 
performed a reasonable investigation of the Palm Cay s)•!ltem . The 
water plant appears to be in satisfactory condition and in 
compliance with all applicable standards set by the Florida 
Department of Environmental Protection (DEP). Staff h~s contacted 
the DEP and learned that there are no outstanding notices o f 
violation against the utility. 

The application contains a copy of the contract for sale which 
includes the purchase price, terms of payment and a list of the 
assets pur chased and liabilities assumed. According to the 
agreement, the purchase price is $135 , 000 . The 5ale is finan ced by 
a loan from the Amsouth Bank of F'lorida, Inc. in the amount of 
$100, 000 secured by asset5 of the utility, and a $35,000 loan !rom 
Venture Associates Utilities Corporat ion . The Seller will be paid 
$100 , 000 at the closing . The contract provided a closing date of 
January 31, 1998, unless otherwise extend pursuant to the terms oC 
the sale. The agreement requires approval oy the regulatory 
agency . Therefore, the clo,ing has not occurred . Tho Seller will 
deliver occupancy of the property to the Buyer at the time of 
closing. Therefore, the Seller is responsible for the utility 
function up to the closing. 

Ba~ed on the application, the Soller will transtor all 
customer deposits to the Buyer at the closing. The interes~ on the 
customer dopodt!l will be prorated. There are no developer 
agreements which the buyer is obligated to a5sumo or fulfill. In 
addition, there are no guaranteed revenue contracts, customer 
advances, or leases. There are no fines or refunds owed . 
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DOCKZT NO. 971670-WO 
DATE : SE.PTDCBD 1 , 1998 

Pursuant to Rules 25-30.110!31 and 25-30. 120(21. Florida 
Administrative Code, annual reports and regulatory assessment ! ees 
(RAfs) are due from regulated utilities . The utility is current 
with respect t o its annual report and regulato ry assessment fees 
due in 1997. The application indicates that Venture will be 
responsible for RAFs up to closing on the transfer and Palm Cay 
assumes responsibility after that time . Since Ve ture retains 
ownership o f its other water syst em, it should remit ·.s portion oC 
the 1998 RAFs .for the 'Palm Cay system by March 31 , 1999 when it 
pa ys the RAFs for the remaining systems . 

The utility has submitted an affidavit consistent with Section 
367 . 0 45(2) (d) , Florida Statutes, which states that it has tariffs 
and annual report3 on file with tae Commission . Customers will 
experience no change in rates or charges as a result of the 
t ransfer . 

Based on the above i nformation, staff believes th~ t ransfer o: 
the Palm Cay s~stem from Venture Associates Uti lities Corporation 
to Palm Cay Utilities, Inc . , the assignment of Certific.ate No. 601 -
w and amendment of Certificate No. 488 - W should be granted. In 
addition, the utility should be ordered to submit warranty deeds 
w~thin 60 days of the issuance date of the order, resulting from 
action taken at this agenda conference , reflecting that ownership 
of :he land upon which the facilities are located has been properly 
conveyed to Palm cay Utilities, Inc . 
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~T NO. 971670-WO 
DATE : SJU>'tZICBD 1 , 1998 

PALM CAY UTILITIES. JNC. 

MARION COUNTI 

WATER TERRITORY 

Parcels in Section 25. Township 16 South, Range 20 East: 

Paru;l A 

ATTACHMENT A 

Commence at the SW comer of Section 25. Township 16 South, Range 20 ...ASt.thmce N o• 31'02" 
E along !he We$ line of aid Section 25 n diSWlCC of 1711.09 feet to a point on !he Southeasterly 
right-of-wny line ofSillte Road No. 200, said point being SO feet from, mcnsurcd llt 8 rightiiJlglc to, 
the centerline of sald Sllltc Road No. 200. thence N 42"16'04" E nlong said right-of-wny line u 
dista.nce of 827.90 feet to !he Point of Beginning. thence continue N 42" 16'04" E nlong snid 
right-of·Wlly line 8 distance of 100 feet to !he most WC3terly comer of Ill/Ids described in deed 
recorded in Official Record Book 1044, pasc 1086, public records of Marion County. 1:1oridn, 
thence: s 47"43'56" E aloos the Southwesterly line or aaid lancu II dlslllncc of 300 feel. thence s 
42"16'04" w parallel to wd Southeasterly right-of-way line: D distance of 100 feet, th~ce N 
4 7°43'S6" W parullel to the Soulhwestc:rly line o0f said londs. a diSUUlc:e oOOO feet to the l•u!'lt of 
Beginning. 

ParcelS 
A strip of lo.nd I 00 feet wide lying SO feet on cocb side of the: following described center line:: 
Commence at the: SW comer of Seetion 30, Township 16 South, Range 21 East, thence N 0"40'51" 
Elllong the WC3t line of said Section 30 a diBUUlc:e of 1096.97 feet, thence S 89"S3'31" W, ,parollc:l 
to the North line of the S 112 of Section 25, TownAhlp 16 South. Range 20 East. n distance of 
3006.77 feet, lhenc:c N 0"06'29" W 774.3 I feet to the Point of BcgiMing of this centerline 
description,lhmce S 89°S3'3 1" W 874.74 feet to the P.C. of a curve, concave Northeasterly, having 
a cemrol angle of42"22'33" and rndius of 800 feet, tbel.c:e Non!twestcrly along the arc of said curve 
a distance ofS91.68 feet to the P.T. ofsald curvc:,lhcnce N 47°43'S6" W 312.SS feet to 11 point on 
the Southeasterly right-of-way line ofSwc Rood No. 200. said point being SO f«t from. measured 
at n right angle to, the ecntc:rline of snid Stille: Road No. 200, nnd the end of this ccntcrli~ 
description. 

PtvceiC 
Corruncnccat the SW comer of Section 25, ToVfflship 16 South, Rnnge 20 Eut, thence N 0"3 I '02" 
E olonglhe West line of sald Section 2S 11 distance of 171 1.09 feet too point on the Southeasterly 
right-of-way liDc: ofSilltc Road No. 200, said point being SO feet from, mCO$W'CCI11t a right mglc to, 
the ccnterlin.e of aid Sllltc Road No. 200, tbcacc N 42°16'04" E along snid right-of-way line a 
di.s:anee of 628.95 feet to the Point of Beginning. !hence continue N 42" 16'04" E along said 
right-of-way line o distllnc:e of98.9S feet, lhencc: S 47"43'S6" E 300 feet, thence S 42" 16'04" W 
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DOCKET NO. 971670-WU 
DATE : SEPTBNBER 1, 1998 

pruulf.elto said right-of-wny line 11 disl.onco of98.9:S feet. thence N 47°43'56" W 300 fec:tto the Point 
of Beginning.. 

Parcel D 
Commence 01 the SW comer of Section 25. Township 16 South, Rllnge 20 Ea.~. thence N 0°31'02" 
E along the WCJSt line of said Section 25 a distllru:C of 171 1.09 fec:tto a point on :he Soulhensterly 
right"Of·Wl!Y ~of Sl!llc: !Wid No. 200, &Wd poinl being 50 fc:c:l fwm, mwl!ml 11 ~ riibt~Wg!e !o, 
the centerline of said Slllte Road No. 200, thence N 42"16'04" E along said rip t-of-wny line o 
dislliJlee of 627.90 feet 10 the Point of Beginning, thence continue N 42"16't ,• E along said 
right-of-way line a distance of 1.05 feet, thence S 47°43'56" E 300 feet, thence S 42" 16'04" W 
pnmllelto said right-of-way line, a distnnee of I.O:S feet. thence N 47"43'56" W 300 feet to the Point 
of Beginning.. 

Parcel in Section 25, Town..'ihip 16 South, Range 2,0 East. nnd Section 30, Township 16 South. Range 
21 East: 

Parcel H 
Commence 01 the SW comer of Section 30. Township 16 South, Range 21 East, thence N 0°40'5 I" 
E along the Westline of SiJd Section 30 a dislance of I 096.97 feet. lhcnce S 39• 53'31" W. parallel 
to the North line of the S 112 ofScction 25, Township 16 South, Range 20 East. a distance of 413.96 
feet 10 the Point of Beginning..lhcnce continues, 89"53'31" W, parnllcl to said Nonh line, snid line 
also being the boundaty line of Ianda described in deed, =orded in Oflicial Record Book 1108, 
page I 542, public =ords of Marion County, Florida, a distance of2682.81 feet, thence N 0°06'29" 
W 1548.62 fec:11o a point on the North line of the S 1/2 of said Section 25, thence N 89°53'31" E 
along said Nonh line a distanec of2716.06 feel, thence S 0°40'5 I" W, paralld to the East line of 
said Section 2S,adista.ncc of480 feet, thence 89.53'3 1" E. parallel to the North line of the S 1/2 of 
said Section 25 and an Easterly projection thereof, a distance of 615.06 feet ton point on the East 
line ofiMds dC!Cribcd in deed recorded in Official Record Boo~ 1296. page 658. public records of 
~orion County, Florida, thence S 0°39'58" W a.long said East line a distance of 749.63 feet to the 
SE comer of said lands, said point also being on the North line of IMds dC!Cribcd in deed recorded 
in Official Record Book 1131, page 948, public records of Marion County, F·lorido. thence S 
89. 55'5 I" W olong snld North line o distance of 631.35 feet to the NW comer of said IIU'Ids, thence 
S o•04'09" E along the West line of said lands a distance of 319.54 feet to the: Point of ucginning. 
Containing 1 06.66 acn:s, more or less. 

Porccl in Sections 30 .t 31, Township 16 South, Range 21 East: 

Parr; ! J 
Begin nt the SW corner of Section 30. Township 16 South, Rllnge 21 East, thence N o•.;o'SI" E 
oloog, the West line of said Seetlon 30 a distanee of I 096.97 fcct, t.hence S 89• 53'31" W. parallel to 
the N'onh line of the S 1/2 of Section 25, Town.ship 16 South. Rllngc 20 East. a diJtance of·413.96 
feet, thence N 0°04'09" W, along the West lin.e of IMds described in deed recorded in Official 
Record Book 1131, page 948, public records of Marion County, Florida. n dislllllco of3 19.54 feet 
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DOCKET NO. 971 670-WO 
DAXE : SZPTBMBEn 1 , 1998 

to the NW comer of sald flUids. thence N 89° 55'51" E along the Nonh of said lands. o distance of 
203 J.JSfcet, thence S 0"04'09" E 500 feet, thence N 89"55'51" E pamllelto the Nonh line of said 
lands a disUUlce of908 feet, thence S 0"45'07" W 2650.13 feet to 11 point on the bound4ry oflllnds 
described in deed recorded in Offieilll Record Book JOSO, page 1565, public records of Marion 
County, Florida, thence N 89"17'55" W along the boundary of mid l110ds 11 distance of2525 fcello 
a point on the West line of Section 31, Township 16 South, Rllnge 21 East. thence N 0"112'17" E 
along said West line a distance of 1700.63 fctt to the Point of Beginning. Comainw.a 174 I ntrcs, 
more or less. 

Parcels in Section 30. ToWlUhip 16 South, Range 21 East: 

Parcel K 
Commence at the SW comer of Section 30, Township 16 South, Rllnge 21 East, thence N 0"40'51" 
Enlong the West line of mid Section 30 a distance of 1096.97 feet. thence S 89"53'31" W. parnllel 
to the Nonh line of the S 1/2 ofScctlon 25, Township 16 South, Range 20 East, 11 disUUlce of 413.96 
feet, thence N 0"04'09" W, along the West line of lands described in deed recorded in Official record 
Book 1131, page 948, public ret'lrd.sofMIIrion County, Florida, 11 diSUUlcc of319.:S4 fc:ctto the NW 
comer of511id lands, thence N 89"55'5 I" E nlong the North line of sllid l~~nds, 11 distance of2031.35 
feel, thence S 0"04'09" E 120 fccl l.o the Point of Beginning. thence continueS 0"04'09" E 80 feet, 
thence N 89°55'51" E, pnrnllciiO the North line of said l11nds, n diSUUlCC of202.93 fc:ct. thena: N 
0°35'24" E 80 feet, thence S 89 6 55'51" W, plll'll!lelto sllid Nonh line, a dist~~nce of203 .. 85 feet to 
the Point of Beginning. 

Parcell. 
Commence at the SW comer of Section 30, Township 16, South, RI!Ogc 21 wt, thence N c•40'5 I' 
E along the West line of said Section 30 a distance of 1096.97 feet, thence S 89"53'31" W, pamllel 
10 tllC North line oft!IC S 1/2 of Section 25, Township 16 South, Range 20 wt, 11 disUUlce of 413.96 
feet, thence N 0°04'09" W, G!ong the West li.nc of l110ds described in deed recorded in Official 
Record Book 1131, page 948. public records of Marion County, Florida, a distance of319.54 feet 
10 tliC NW come-r of said l11nds, thence N 89"55'51" E along the Nonh Jin.e of said lands, 11 disUUlce 
of 2156.58 feet to the Point of Beginning. said point being on lhc South line of Lands described in 
deed n:cordcd in Official Record Book 1268, page I 583, pubHc records of Marion County. Florida. 
Thence N 0"35'24" E parallel to the West line of said lands, a diSUUlCC of 1114.77 feet to a point on 
the Nonh line o:fsaid IMds, sllid line also being the South right-of·wuy line ofHililcah Boulevard, 
a.s described in deed recorded in Official Record Book 977, page 446, public m:ords of Marion 
County, Florida, thence S 89°41'34" E olons said right-or-way line distance of'80 feet, thence S 
0°35'24" W, perollel 10 said Westline a distance of 1114.39 fc:ctto a point on the :South line of said 
lands, thence c:onti.nuc S 0°35'24" W 120.01 feet, thcncc S 89°55'51" W, parnllcl to the South line 
of said lands, a dist~~~K:e of SO feet., thence N 0°35'24" E 120.ot feet to tbe Point of Beginning. 

PArCs;IS 
Commence at the West 1/4 comeT of Section 30, Township 16 South, Range 2 1 East,thcnc:e N 
0"41'46" E along the West line of the NW 114 of said Section 30 • diSWIC:C of 11 .01 feet to a point 
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OOCXET NO . 971670-WO 
DAn: SJ:l"l'DDIlU 1, 1998 

on the South ri,ght-of-way line of Hinlellb Boulevard. ns described in deed recorded in Official 
Record Book 977, pages 446 thru 453, public ~rds of Marion County, Florida, snid point being 
on a curve, concave Northeasterly. having n centml angle of8 ' 26'i5" and a rudillls of I 007.77 feet, 
said point nlso being SO feet from, measured radially to, the centerline of said H inlenh Ooulevnrd, 
thence Southeasterly along the nrc of snld curve and along said right-of-way li'IC a distance of 
148.46 feet to the P.T. of said curve (chord bearing and diSIJinee betw(('n sn:it points being S 
85°25'59" E 148.32 feet), thence continue nlong said right-of-way line tl1e follo1 ng cour.;cs and 
disumces: S 89"39'11" E489.41 feet to the P.C. ofa curve. concave Southwem:rly, .10ving a centrnl 
angle of I I "23"4 7"and a radius of 818.69 feet, thence Southeasterly nlong the arc: of snid curve a 
dislance of 162 •. 84 fcct to the P.T. of said curve. thence S 78° 15'24" F. 360.32 feet to the P.C. of a 
curve, concave Northcaslcrty, having a central angle of II •J2'10" and o radius of804.34 feet, thence 
Southeasterly al'ong the arc of said curve o distance of 161.95 feet to the P.T. of said curve, thence 
S 89°47'34" E 228.22 feet to the Point of Beginning. thence continueS 89"47'34" E 469 feet, 
thence leaving said rigbt-of-wrayline S 0"35'24" W 1113.45 fcct to a point on the Nonh line of lands 
described in deed recorded in Official Record Book 1131, page 948, public records of Marion 
County Florida, thence S 89"SS'SI" W along said Nonh line 469.02 feet, thet~CC N 0"35'24" E 
1115.71 feet to the Poin'. ofBegianing. Containing 12 ac:JCS, mon: or less. 

Parcel in SectioN 30 & 31, Township 16 South, Rnnge 21 East: 

Commcnecnt the NW comerof Seetion 31. Township 16 Soutl1. Ronge21 East, thence S 0°42'17" 
W along the Woest llnc of said Seetion 31 o distance of 1700.63 feet to n point on the boundnry of 
lands described in deed ~rdcd in Official Record Book I 050, page 1565, public .~rds of Marion 
County, ~loridA, thence S 89"17'55" E along said boundnry a distance of2525 feet to the Point of 
Beginning. thcmee continue S 89°17'55" E along said boundary a distance of I 5 72.53 feet, thence 
N 0°42'05" E along said boundary a distance of3980.83 feet to 11 point on the South right-of-way 
line of Hialellb Boulevud, as dt$:rlbed in deed recorded in Official Record Book 977. page 446, 
public records of Marion County, Aorida. said point also being on o curve, concave Northe4Sterly, 
having a central angle of 4" 16'13" and a radius of868.45 feet. thence NonhYo'CSterly along the arc 
of said curve a diswlcc of 64.85 feet to the NE comer of lands described in deed recorded in Official 
Records Book 1298, page 239, publ~ n:cordsofMarion County. Florida (chord bearing and diSIJincc 
between said points being N 78"44'5 I" W 64.84 feet), thence S 0"21'51 " W along the E4st line of 
lands a dlstoncc of822.22 feet to theSE comer of snid lands, said point also being on the Nonh line 
of lands described in deed recorded in Officinl Record Book 1131 , page 948, public records of 
Marion County, Florida, thence S 89°55'51" W along said Nonh lineD dis1411cc of2426.16 feet. 
t:.enee leaving said Nonh lineS 0°04'09" E 500 feet. thence N 89°55'51" E pornllel to said Nonh 
line a distMcc of908 feet, thence S 0°45'07" W 2650.13 feet to the !'oint of Beglnning. Containing 
125.6111crcs, more orless. 
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ISSOE 2: What is the rate base of Venture 1\saociatcs IJtilities 
Corporation, at the t ime of transfer? 

BECOJ:ICINt)A'tiON: The rate base, which for transfer purposes 
reflects the net book value, is $69,448 for the water :system as ·.)( 
Janua ry 31, 1998 . (JOHNSON) 

Sl'AI'l AHALYSIS: According to the appllcat ion, the 1 1t book value 
of t he system being transferred as ot the date ot ~he proposed 
transfer was projected to be $133 , 263 . The utility has never had 
a rate proceeding before the Commission . 

Staff conducted an audit of the books and records of the 
utility to determine the rate base (net book value) as of January 
31 , 1998. The rate base was determined by Staff from company 
provided historical records and supporting source documentation . 
The audit report conta ined sever~l exceptions. The utility filed 
a response to the audit report on May 22 , 1998 . Tlne followinq 
adjustments were made by staff as a result o! the rate base audit . 

According to the company ledger, the plant balances for the 
assets being transferred is $671 ,4 80 (Schedule No. 1) . There is a 
total adjustment of $9 , 683 by Staff to correct the plant balance . 
The total adjustment of $9, 683 includes the removal of S2 , 100 in 
plant addi t ions due to the utility not providing support Cor the 
addltions . The utility had capitalized interest for S7,583 without 
an approved allowance for funds used during construction (1\f'UDC) 
rate , which is a violation of Rule 25-30 . 116 (5) , florida 
Administrative Code. The utility did not contest these adjustments 
in its response to the audit report. Therefore, the plant in 
service balance should be reduced by $9,683 and the related 
accumulated depreciat ion balance by S446. 

The utility' s general ledger reports a land b<:.lance of 
$103,021. The staff auditor had suggested that the land account be 
reduced by $77,575 . 68 to exclude costs not associat.ed with the 
utility service, such as roads, entrance cost~ and signs. this 
audit e xception was initially identified in a previous overearnlngs 
i~vestigation audit , in which no Commission Order was issued, and 
was the source of the field auditor ' :1 recommendation in this 
docket . In response to the current audit , the utility has secured 
an indcvendent appraisal specific to the land associated with 
utility service . According to the utility's information, tho 
correct value of the land is $19,104 for well site tl and S28,366 
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for well sit e 12, resulting in a $55 , 551 reduction in the cost of 
land. Since this appraisal specifically addresse~ the previous 
audit's concerns, staff recommends that the land account be reduced 
by $55, 551. 

ACCUMULATED PEPRECIAIION 

The field audlt staff has calculated the depreciati n expense 
using the rates per Rule 25-30 . 140 , f"lorida Administrat i• · Code, to 
compute depreciation rates. The auditor used depreciL.ion rates 
that are consistent for a Class C size utility. The audilor 
believes that because the utility has used Class C guideline rates 
since inception, it should continue to use these rates. 

In the May 22 , 1998 response to the audit r~port , the utility 
disagreed with using guideline depreciation rates as proposed by 
the auditor. According to the utility, the Commission has never 
established rate base ~r approved depreciation rates for the Palm 
Cay system. Venture has generated revenues sufficient for a Class 
B utility 3inco 1991. Venture met the three year average gross 
revenue threshold in 1994 and began filing Class B consolidated 
annual reports . Likewise, t he utility has used guideline 
depreciation cates as a Class B utility . The utility also contends 
that Rule 25- 30.140, Florida Administrative Code makes no provision 
or requirement to set different depreciation rates foe separate 
water systems operated under the same certificate and located in 
the same county. The Palm Cay water system by itself is generating 
gross revenues sufficient to be classified as a Class 8 utility. 
Palm Cay will accordingly accrue depreciation expense as computed 
with the Class B depreciation rates. 

Rule 25-30 .14 0(3) , Florida Administrative Cod~, states that 
" [e]xcept as listed in Sections (5) and (6) of this rule, average 
service life depreciation rates based on the guideline lives and 
salvages shall be used in rate proceedings before this Commission ." 
Section (5) provides that a utility may petition for average 
service life depreciation rates different from those cont ained in 
this rule . Section (6) specifies the condit!.ons under wh ich a 
utility may apply for guidelines for a proposal for implementation 
of remaining life depreciation rates. In the past , the Commission 
has had the practice of not implementir.g new rules and guideline 
depreciation rates until that company participates in a proceeding 
before this Commission either for (ll rev ised water and/or 
wastewater rates and charges, or (21 a specific request for changes 
in depreciation rates (not necessarily advisable without matchin~ 
revenues) . 
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Staff believes it is appropri ate for th~ utility to base its 
depreciatio n on the service lives of a Class B rather chan Class C 
utility guideline rates. Because this docket is not a rate 
proceeding and the utility has never particlpat~d in a rate 
proceeding before this Commission, staff believes it would not be 
appropriate to c hange the utility' s depreciation rates at thi!'l 
time . The Commission has allowed other utilities to C·•ntinue using 
depreciation rates that were established prior to the =ommission' s 
regulation or prior to a rate proceeding. This reco "Tiendation is 
consistent with Order No . PSC-95- 0622- FOf-liS, issued .iay 22, 1995 , 
in Docket No . 940850-WS, concerning the transfer o! Colonie s Water 
Company. Staff believes the utility s hould cont inue using the 
Class B ~uideline depreci ation rates, which results in a 
accumulated depreciation balance of $155, 875 . 

According to the audito~, organizational costs t hat were 
incurred at the i nception of the utility were e xpended for federal 
income tax pu. -poses, but capita lized on the ut ill ty bool:s . The 
auditor suggested that the treatment of these organization cos~~ 
f o r book purposes be correc ted by the utility by incrcas1ng the 
CIAC by $33,536 and the related accumulated amor tization of CIAC by 
56,187 , to offset the capitalized costs . 

The utility contenda that in the !irst year it is correct to 
capitalize the organizational costs as noted by the auditor . These 
are real costs that the utility incurred and it should be a l lowed 
t o recover the cost a . To impute CIAC as the auditor proposed would 
e liminate the ability of the utility to recover these costs . 
E'urther, in this fi r st year, the utility' s certified publ ic 
accounta nt prepared the federal income tax return prior to the 
regulatory accountant's preparation o f the general ledger . As a 
result, those costs were inadvertently capitalized for regulatory 
purposes but not for federal income tax purposes . Therefore, no 
imputation of CIAC is necessary. 

Technical staff inquired further as to whether the expense was 
booked on the developer' s books or actually on the utility' s books. 
The utility' s consultant affirmed lhat Venture is incorporated as 
an "S" corporation and files separate returns from the Developer . 

The Commission does allow the capitalizing of organizational 
costs . There are t iming differences and dlCferent accounting 
treatments between book and federal tax purposes that occur 
frequentl y, however, the Convnisaion does not normally penal!.~ 
utilities for these type of di ffcrencea. further , no rule 
violati on occurred wi th this adjustment. Therefore, technical 
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staff recommends that there is no need for tho imputat ion of CIAC 
to offset capitalized costs . 

As a side note, the development of rate base in this docket 
revealed that the CIAC level , net of amortization , c~ceoded 75\ of 
the total original cost, net of accumulated deprec ation, of the 
utility' e facilities and plan t , as requ ired tn Rule 25-
30 . 580 ( l) (a), Florida Administrative Code . If the s•· Jtem st i 11 has 
substantial growth potentia l, the staff recommends . termination of 
continued collection of CIAC charges by the utility. However, the 
utility consultant stated that the Palm Cay system is built out , 
with the exception of the possibility of a small general service 
customer such as a convenience store located on a small strip of 
property . Since this addition would have no substantial impact on 
the current ratios of ClAC to plant, the stat! believes t~~t no 
change should be made at this time. 

AMORTIZATION tlf CONTRIBUTIONS-I N-AIP-Of-CONSTRUCl'ION fCIAC! 

The staff audi t or adjusted amortization of CIAC to reflect 
a weighted composite rate based on utility plant in service 4 XCept 
general facilities. According to the auditor, the utility did not 
maintain records adequately supporting the separation of ClAC from 
utility invest ments pursuant to Rule 25- 30.140 (8), and did not 
apply consistent amortization rates. 

venture contends that it has adequately supported the 
separation of CIAC from utility investments . According to Venture , 
it received no CIAC in kind. Th~refore , no asset can be 
specifically identified as having been contributed to the utility . 
The Commission authorized Venture's service availability charges in 
Order No. PSC-96-0790-FOF-WU, in Docket No. 930992-WU, issued on 
June 18 , 1996, which included : plant capacit-y ch.u9ea , met.er 
i nstallation fees , and main extension charges . Venture haa 
segregated all CIAC by account to identify all ClAC with the 
related plant f unction . 

Rule 25-30.140(8) (a) F.A.C. nates in part, "Where c : Ac 
records are not kept by account, the depreciation rates shall be 
applied to the entire depreciable plant . The CIAC plant shall then 
be amortized either by account, function or bottom line depending 
on availability of supporting information. The amortization rate 
shall be that of the appropriate account or function where 
supporting documentation is available to identify the account or 
funct i on of the related CIAC plant. Otherwise, the composite rate 
shall be u.sed . " Pursuant to Rule 25-30 . 140(8) (a) F.A.C. "The 
amor tization rate shall be that of the appropriate account or 
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tunction where supporting documentation is available to ident ity 
the account. or !unction of the related CIAC plant." Venture, has 
met this criteria by r~cordlng the CIAC segregated by type o( 
c harge and by providing satisfactory audit trails to source 
documents. The correct method o f calculating the ~mortization of 
CIAC is to use the amortization rates determined by related plant 
function, which is what Venture did . The correct amortization 
rates used by Venture are 3 . 98\ for plant capacity c~~rges, 5 . 00\ 
fo r meter installation fees, and 2 .38\ !or main extena on charges . 
Therefore, the correct accumulated amortization ! CIAC is 
$179 , 756 . 

Based upon tho previous disc ussion , staff believes it ls 
appropriate to use the amorti zation rate for a Cla:ss B utili ty, 
which is beinq ueed by the utllily . This r esul ts in staff 
recommending an accumulated CIAC amortization balance o! $179, 756. 

RATE BASE 

Staff ' s c ~lculacion o f rate base is shown on Schedule No. 1 
for the system. Adjustments to rate base are itemized on Schedu:A 
No . 2 . Based on the adjustments set fo r th herein , Sta ff r ecommends 
that rate base fo r Palm Cay be ostablhhed <1$ $6!1, HB for the water 
system as of January 31, 1998 . This rate base calculation is used 
purely to establish the net book value of the property being 
transferred ~nd does not include the normal rate making adjustments 
o( wo rking capital calculations and used and useful adjustments. 
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SCBEDQLE NO ._l 

ypttJR& MS¢¢W'JB QTU,XTUS ¢QJ®JWUOH 
SCRIDQLE or 1JAT&8 RATI BMB 

AI of J&nuyy 31 . 1?28 

BALIUICZ STAn' 
P!!:SCBIH'ION PIB OTILifX AI)JUS'l'NINTS 

Utility Plant in 
Service $671,4 60 ($9, 683) 

Land 103,021 (55 , 551) 

Accumulated 
Oeprecia t ion (155 , 875) 449 

Contributions-in-
aid-of-Construction (664 , 149) 

Amortization of 
Accumulated CIAC 179. 7?6 

TOTAL $134,233 ($64 , 785) ------- -----------
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BALANCE PER 
STAll 

$661 , 797 

47 . 4 70 

(155, 426) 

(664, i 49) 

l/9 . 756 

$ 69 , 448 .......... 
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SCHEDULE NO. 2 

SCBIDQLB or Jll\TQ l!ATI BME 

EXit.NfATIQH 

Ot.i~ity Plant LD Service 
1) To remove unsuppor ted plant 
2) To remove capitali:ed interest 

Total 

Land 
11 To Adjust land to appraised cost 
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($2 , 100) 
($7, 583) 
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ISSU& 3; Should a positive acquisition adjustment be approved? 

Rlcai~IQN : No, a positive acquisit ion adju~tmen~ should not 
be i ncluded in the cal culation o f rate base for trans.!er 
purposes. (JOHNSON) 

STArr AN&LJIIll An acquisi t ion adjustment results when the 
purchase price differs from the rate base for tra•s fer purposes. 
The acquisition adjustment resulting from the tra sf:r o! Vonturo 
would be calculated as follows : 

Purchase Price : $135,000 

Staff Calculated Rate Base : 69 .44 8 

Positive 
Acquisition Adjustment : S65, 552 ------· 

An acquisition adjus tment was not requested by the applicant . rn 
the absence o f extraordinary circumstances , it has been Commission 
practice that a subsequent purchase of a utility system at a 
premium or diocount s hall not affect the rate baoe calculatlon . 
The circumstances in this exchange do not b~pear to be 
e xt raordinary; therefore, Staff recommends that a pos.ltive 
acquisition adjustment not be included in the calculation of rate 
base. 
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ISSUE 4 : Should Palm Cay Ulilitie~. I nc . adopt and use the rates and charges approved by this Commis~ion for Venture Associates Utilities Corpor ation? 

RIC?"J''DAfiOII : Yes, Pdm Cay Utilities , Inc. should continue charging the rates and charges approved for thi~ utility system. The tariff reflecting the change in owne rship should be effectiv · for services provided or connections made on or afte •he stamped approval date. (JOH NSON) 

STAll AK&LXSIS : The utility'~ current approved rate ~ and charges for re~idential and general service were effective February 13, 1996, pursuant to Order No. PSC-96-0120-ror-wu, issued in Docket No. 951365-WU. The C~ission approved these rates when Venture filed fo r a tari!! modification. Current residential cust ome r deposit charges were e f fective pursuant to Ordor No . 18459, issued on November 23 , 1987, in Docket No . 86087:?-WU, which was an original c e r tificate proceeding. Tho utility's current miscellaneous service charges were approved administra tively and became effective on Ha rch 24, 1995. The service availabililv charges were ef•ective July 25, 1996 pursuant t o Order No. PSC-96-0790-f'OR-WU, in Docket No. 930892-WU. The utility's approved rate~ and charges are as follows : 

ttppthl y Su yice B.at91 
S.tislctptial apd General Senigw Ba•• lagility Cb•rq•; "'t.G , , ,. ; 

5/8" X 3/4" 
S 10.61 

l" s 26.52 
1 1/2" s 53.03 

2" s 84.85 
3" 

$169.70 
4" 

S265.16 
Turbine 6" 

S663.13 
Gallon age Charge 
por 1, 000 gallons 
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Residential 
5/8" X 3/4" 

1 " 
1 1/2" 

2" 

Cu•tm•r DI'DOaiu 

s 20 . 00 
20.00 
30 . 00 
35.00 

Mi•cellaneoue Seryige Cbarqat 

Initial Connection Fee 

Normal Reconnection Fee 

Violation Reconnection Fee 

Premises Visit Fee 
(in lieu of disconnection) 

Seryiga Ayailability Cb•ra•• 

Main Extension Charge 
Residential - per ERC (350 gpdJ 
All others - per gallon 

Plant Capacity Charge 
Residential - per ERC (350gpdJ 
All others - per gallon 

Meter I nstallation Fee: 
5/8" x 3/4" Meter Size 

1" 
1 1/2" 

2" 
Over 2" 

Cus·t omer Connection (Tap-in) Charge 
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$ 15 . 00 

$ 15 . 00 

s 15 .00 

s 10.00 

$417.00 
s 1. 19 

$300.00 
.86 

s 75.00 
105.00 
155 . 00 

Actual Cost 
Actual Cost 

Actual Cost 



DOCKET NO . 971670-WO 
DATE : gt'TENBER 1 , 1998 

Rule 25-9. 044(1) , Florida Administrative Code, provides that : 

( l) n case o f change of owners hip or contro l o f a 
utility which places the operation under a different 
or new utility, the company which will 
thereaf t er operate the utility business must adopt and 
use the rates, classification and regu lations of the 
former operating company (unless authorized to change 
by the Commission). 

Palm Cay Utilities , Inc . , has not requested a chbtlge in the rates 
and chargeSl of the utility. Accordingly, Staff ret >mnends that the 
util ity continue operations under the existing tar ' f and apply the 
approved r ates and charges. The utility has filed a tariff 
reflecting the trans f er of ownership . Staff will approve tne 
tariff filing effective for services provided or connections made 
on or after t he stamped approval date . 
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I S M 5: Should this docket be c l osed? 

BECONHIHDATIQH : Yes, upon expir~tion of the protest petiod, this 
docket should be closed if no timely protests are filed to the 
proposed agency action issues . (FLEMING) 

STAff N!ALXSIS: If there are no timely protests filed by a 
substantially affec ted person to t he proposed agency action i ~sues 
(Issues Nos. 2 , 3, and 4) , no further action is required in thls 
doc ke t . Sta!f recommends this docket should be c. >sed. 
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