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Jasmine Lakes Utilities Corporacion (JLUC or ucility or 
Seller) is a Class B utility which provides water and wastewater 
services in Pasco County to 1,581 water and 1,569 wastewater 
customers. JLUC's service area is located in t he Northern Tampa 
Bay Water-Use caution Area as deeignaced by the South Florida Water 
Mana.gement District. The annual report fo r 1997 shows that the 
operating revenue was $448,471 and $358, 384 and the net operat i ng 
income was $37 , 849 and $58, 951 , for the wacor and wastewater 
systems respectively. Tha utili t y' a faciliciea consist of !our 
s ystems: one water treatment plant, one water transmission anc' 
distribution system, one wastewater collection system and one 
wastewater t reatment plant . 
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On December 1, 1998, AquaSource Utili ty, Inc . filed an 

application ! or approval o f the transfer of ma jority organi:utional 
control (TMOCI ~r Jasmine Lakes Uti l ities Corporation from James H. 
Dreher (Sellers) to AquaSource Utility, Inc. (Buyer ). It is 
Commission practice not to establish rate base in TMOC proceedings, 
and thus, rate base audits are not conducted in TMOC cases. Rate 
base was established for this utility in CVclcet No . 920148-WS, 
Order No . PSC-93-1675-FOF-WS, i ssued November 18 , 1993, as $167 ,966 
for water and $438,860 f or wastewater. According t o the 1997 
annual report, ratebaae would be $381 , 539 for water and $583,527 
for wastewater. 

For information.! purposes, the application contains a copy of 
the Stock Purchase Agreement which includes the purchase price, 
terms o f payment, and a list o f the assets purchased. According to 
t t.e agree~~~ent , the purchase price is S3, 500, 000, and it will be 
adjusted to reflect tho value of Net Working Capital and other 
unknown assets or liabilities expenditures that may occur after the 
closing. The Buye r purchased the stoc k in a cash transaction . 

JLUC cloeed on the tranafer of majority organizational control 
of ita facilities on January 4, 1999 , prior to obtaining COmmioaion 
approval. This will be di ecuoeed further in Iaauo 1. The 
following ia staff's recommendation regarding the utility's request 
to transfer majority organizational control . 
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DIBCQSSIOH or ISSVIS 

ISSQI 1 : Should Jasmine Lakes Utilities Corporation be ordered LO 
show cause, in writing wi thin 21 days, why it should not be fined 
for its apparent violation of Section 367.071 , f'lotida Statutes? 

Jl.IO p IBW':IOII: No. A show cause proceedings should not be 
initiated . (MCRAE) 

STAPP J\Nl\LXBIS: As stated in the case background , JLUC closed on 
the transfer of majority organizational control of its facilities 
to AquaSource on January 4, 1999, prior to obtaining Commission 
approval. Section 367.071(1), Florida Statutes, states that: 

No utility shall sell, assign , or transfer its 
certificate of author izat ion, facilities or any portion 
thereof .•. , without determinat ion and approval of the 
commission that the proposed sale, assignment , or 
transf&r is in the public interest ... 

Section 367.161(1), Florida Statutes , authorizes the 
Commission to assess a penalty of not more than $5,000 f or each 
~ffense, if a utility is found to have knowingly refused to comply 
with, or to have willfully violated any provision of Chapt~r 367 , 
Florida Statutes. In closing on the transfer prior to Commission 
approval , the utility's act was •willful• in the sense Jntended by 
Section 367. 161, Florida Statutes. In Order No . 24306, issued 
April 1, 1991, in Docket No. 890216-TL, titled In Be: Investigation 
Into The Proogr Aoolication of Rule 25-14 . 003 . Florida 
Administra tive Cgda, Bolot iog To Tax Sayings Refund for 1988 ond 
1989 ForGIE Flo rida. Inc., the Commission having found that the 
company had not i ntended to violate the rule, nevertheless found it 
appropriate to order it to show cause why it should not be fined, 
stating that "IiI n our view, 'will !u1' implies an intent to do an 
act, a nd this is distinct from an intent to violate a statute or 
rule . H 

Although JLUC's failure to obtain Commission approval prlor t o 
transferring majority organizational contr ol of its facilit ies to 
AquaSource is an apparent violation of Section 367 . 071(1), Flor ida 
Statutes, there are ch;cumstances which llppear t o mitiqate the 
utility' s apparent violation. According to a leHer from the 
utility dated January 25, 1999, JLUC and AquaSource needed to close 
on the sale of the utility as close t o January 1, 1999, as possible 
to facilitate the regulatory reporting requirements and to 
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eliminate any requirement to f ile bifurcated reports with the 
various re9ulatory 19ancies . <urthermore, there is a provision in 
the contract between JLUC and AquaSource which states that the aale 
i a subject to this Commission' s jurisdiction and if the application 
is denied by the Co=mission, the parties will ~unwindw the 
transaction. 

Staff does not believe that the apparent violation of Section 
361.071 , <lorida Statutes, ris e s in these ci rcumstances to the 
level which warrants the initiation o f a show cause proceeding. 
Therefore, ataLf recom~~~t~nds that the ComrD.isaion not order JLllC t o 
show cause tor tailing t o obtain Commissi on approval prio r to 
transferring majority organizational control of its facilities to 
AquaSource. 
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ISSQI 2 : Should ~he transfer of majority organizational control of 
J asmine Lakes Utilities Corporation to AquaSource Utility, Inc . be 
approved? 

UWSRP'PWOM : '!es, the transfer of majority organizational 
control should be approved. (JOHNSON) 

STAll !'!11?11 : As discussed in t he case background, on December 
1, 1998, AquaSource Utility, Inc . f iled an application for transfer 
o f majority organizational cont rol of the Ja~ne Lakes Utilities 
Corporation from James H. Drehe r to Aquas~urce Utility, I nc . The 
application is i n compliance with t ho governing statute, Section 
367 .071, Florida Statutes, and other pertinent statutes and 
Administrative Code Rules concerning an application for transfer of 
majority organi:ational control. The application contains a check 
i n the amount of $3,000, which ie the correct filing fee pursuant 
to Rule 25-30.020, Florida Administrative Code . The applicant has 
pr ovided evidence that the utility owns the land upon which the 
utility's facili ties are located as req•Jired by Rule 
25-30.037(3) (I), Florida Administrative Code. 

I n addition, the application contains proof of compliance wi th 
the noticing proviaiona aet forth in Rule 25-30 . 030, fl .:>rida 
Administrative Code, including notice to t he customers of the 
system to be transferred. No objections to the notice of 
application have been received and the time for f iling such has 
expired. A description of the territory served by the ut ility is · 
appended to tbie memorandum as Attachment A. 

The application states that the transfer is in the public 
interest because the Buyer's business is operating water and 
wastewat er utili ties. According t o the applica tion, AquaSour ce 
Utility, Inc. h l) ll an excellent reputa t ion with the Texas regulatory 
agencies, which ie where moat of its systei!IB are located. The 
Buyer has the financial resources to make the future improvements 
to the utility systems aa deemed necessary. Additionally, the 
application contains a statement that the Buyer will fulfill the 
commitments , obliqations and represe ntations of the Sellers with 
reqard to utility matters. In cont rast t he Seller is no lonqer 
interested in continuinq t o own a nd operate the utility systems . 

Reqardinq the Buyer's financ ial ability, it has provided the 
company's c onsolidated financia l statement, a l ong with additional 
information regarding the sources of annual i ncome. AquaSource 
Utility, Inc. is a wholly-owned subsidiary of DO£, Inc . DO£ is 
listed on the New York Stock Exchange and has a marke t value in 
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excess of $2 billion. All acquisitions are funded through direct 
capital con'..ributions from OQ£. DO£, Inc., the funded parent of 
Duquesne Light Company, has assets of more than $4.6 billion and 
annual revenues in excess of $1. 2 billion. According to the 
Buyer, OQE currently intends to continue to make aubatantial 
investments in AquaSource with a goal of providing the cOI!q)any with 
the financial stability required to maintain ita utility aysteii1S in 
accordance with Florida Public Service standards. 

Regarding the Buyer's technical ab: lity, Aquasource Utility, 
Inc. is a subsidiary of DOE, Inc. which, as of December 1, 1999, 
owned and operated water and wastewater systema serving 
approximately 125,000 customers. Although AquaSource is a 
relatively new organization, it has experienced atatr who have been 
providing operation, maintenance and management services for 
municipal and private water utilities for more than 25 years. 
AquaSouroe is expanding its technical c11pabilities and implementing 
improved quality control, main~enance manage:l!ent, training and 
safety programs. These improvements provide direct tangible 
benefits to utilities owned and operated by AquaSource and 
municipal utilities served by AquaSource. In addition to 25 years 
of experience in operating water and wastewater util\ti~=. 

AquaSource has the financial resources to ensure consistent 
compliance with enviro~ental regulatlons. 

According to our records, the utility is current on its 
regulatory assessment fees and has !ilod an annual report f~r 1997 
and all prior years. The 1999 annual report and the regulatory 
assessment fees will not be prorated and JLUC will be responsible 
for filing the utility's annual report and regulatory assessment 
fees for 1999. However, AquaSource Utility, Inc. will own JLUC and 
not Mr. James Dreher. 

The application states that the Company's representative has 
performed a reas?nable investigation of the Utility system. The 
plant facilities 3ppear to be in satisfactory condition and in 
compliance with all applicable standards set by the Florida 
Department of Enviro~ental Protection. Staff has contacted the 
DEP and learned that there aro no outetanding noticee of violation. 

Based on the above, staff believes the trans fer of majority 
organizational control of JLUC ~o AquaSource Utility, Inc . is in 
the public interest and therefore, it should be approved. 
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Ja•ipo I•lroa Qtilit.leg Corporation 

lat.o r oM !optoyotor BgryiCS! Area 

Paocg COypty 

Attac'-nt A 

In Townahip ~5 Sou~, Range 16 Baat, Paaco County, Florida. 

That portion of Sectiona 14. 15 and 16 being more particularly 
deacribed aa follow•• 

Commence at ehe North-•t corner of said seceion 15; thence run 
south 0°14 ' 40 " Meet, a diatance o! 1680.03 feet ; thence South 
89"48'~· Baat, a diatance of 24 .08 feet for 11 Point of Beginning; 
thence continue South 89•48'12" Baet, a diatance of 1284.63 feet; 
thonce North 0°14 ' 4 0" Baat, a di etance of 334.62 feet; thence SOuth 
89"44 '34 " Ea8t, a diatance of 1308.74 feet; thence South 89°54'36" 
Baet, a diatance of 2623.16 feet; thence South 0°21'11" West, a 
diotance of 1328.55 feet; thence South 89•43'05" Baet, a distance 
of 643.97 feet; thence South 03"16'30" Wast, a distance of 2641.28 
feet; thence North 89°41'55" Keot, a diatanc(. of 475.00 feet; 
thence North 89°54'36" Weet, a distance of 2650.37 teet; thence 
North 0"15'00" Bast, a distance of 1645.51 feet; thence North 
89"53'51" Weat, a distance ot 2617.11 feet; thence North 89•45'23" 
Weat, a distance of 609.96 feet to the Easterly right-ot-way line 
of u.s. 119 (SR ISS); thence 2101 .65 fee t along eaid right -ot-way 
line and along an arc of a curve to the left, aaid curve having a 
radiue of 5803.87 feet and a chord of 2090.19 feet which beare 
North 17°54 '00" Baet, to the Point of Beginning. 
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ISSUI 3: Should rate base be established? 

• 
J!ICOII '""1\TICII: No, different ownership of stock does not affect 
the rate base balance. (JOHNSON) 

SZftlF AlaLXBIS: It is Commission practice that rate base is not 
established in THOC proceedings. The reason behind this approach 
is the philosophy that stock is publicly traded and has no 
regulatory relationship to rate base. Thus, diff erent ownership of 
stock does not a f fect a utility's rate base balance. Consequently, 
stock purchase price and rate base are not considered in making a 
public interest determination of a TMOC. This same approach is 
followed even if the stock is privately held rather than publicly 
traded . The sale of the stock of JWC from James Dreher to 
AquaSource Utility, Inc. will not alter tho utility's asset and 
liability accounts. Accordingly, the transfer of stock ownership 
will not change the rate base balance. In consideration of the 
above, staff reco111111ends that rate base not be established in this 
docket . 
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ISSt!l 4 : Should an acquisition adjustment be approved? 

RBCOJGORIDATIOH; 
included in tho 
(JOHNSON) 

No, an acquisition adjustment should not be 
calculation o f rate baae for transfer purpoaes. 

STAFf J\B!\LXSI S: An acquisition adjuatment r eaulta when the 
purchase price differ a from the original cost calculation. The 
Commission routinely makes determinations regarding acquisition 
adjustments in casea involving the transfer of certificates, 
assets, or facilities because the purchase price ia considered when 
determining whether the transfer is in the public interest. 
Conversely, it i e Coclrniaaion practice t .hat acol\JiDition adjuatments 
are ge.nerally not conaide:red in s tock tranafera beca uae t .be price 
of stock bas no regulatory relationship to a utility's establi shed 
rate baae. 

Becauae the asset& are no t actually being sol d and the value 
will remain the aama after the t r ansfer, staff believes that an 
acquisition adjuatment does not r esult from thia tranafer. 
Therefore, staff recommend& that an acquiaition adjustment should 
not be included in the calculation of rate base. 
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I SSVI 5: Should the rates and charges approved for this utility be 
continued? 

NCCII "QAZlCII: 'ies, the rates and chorges approved for JLUC 
should be continued. Stoff will approve the toriff fil i ng 
reflecting the t ransfer of majority o rganizational control 
e ffect ive for services render ed or connections made on or after the 
sta.mped appr oval date. (JOHNSON) 

91MJ' !QU'IU: 
were effect ive 
proceeding. 

The utility's approved water and vastewoter rotes 
July 11, 1998, in a adminhtrative price index 

Rule 25-9.044(1), Florida Admi nistrative Code, provides t hat: 

In caae of change of ownership or control of a 
utility which places the operation under a 
different or new utility ... the compa.ny which will 
thereafter operate the utility business must adopt 
and use the rates, classification and regulat i ons 
of ·the former operating company !unless authorized 
to change by the commission) ... 

The Buyer has not requested a change in the rates and charges 
o f the utility and staff sees no reason to chango them at this 
time . Accordingly, staff recommends that the utility continue 
operations under the exist ing tariff and apply the approved rates 
and charges . The utility has filed a revised tari ff reflect~ng the 
change in issuing officer due to the transfer nt majority 
organizational control. St.aff vill approve the tariff fil i ng 
effective for services rendered or connections made on or .tfter the 
stamped approval date. 
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~: Should this docket be closed? 

• 
BICOHH!'P•!fPB: Yea, this docket should be closed. !MCRAE) 

lfAR IIHAJ,XI%1: No fu r t her action h required in this docket . 
Theref ore, sta!t recommends that this docket be closed. 
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