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Hacienda Village Utilities , Inc. (HVUI or utility or Seller) 
is a class C utility that provides wastewater service in Pasco 
County and serves approximately 51 4 waste•1ater customers . 
According to i t• application, HVUI has been providing service since 
November 1991. The annual report along with staff's ~djustments 
for 1997, shows that the operat ing revenues were $71,558 ; the net 
operating loss was $3,749, for the wastewater system. 

On October 6, 1998, Hacienda Utilit ~ es, Ltd. (Haclenda or 
Buyor ) filed an application for authority t o transfer Wastewater 
Certificate No. 285-S from Hacienda Village Utilities , Inc . 
pursuant to Section 367.071, Florida Statutes. Hacienda Utilities , 
Ltd. is purchasing the wastewater collection and treatment 
facilities of Hacienda Village Utilit ies, Inc . Hacienda Utilities , 
Ltd ., is a florida l imited partnersh i p that was formed in 1998. 
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Hacienda's general partner is a limited liability corporation , 
named Hacienda Utilities, L.C . 

Section 367.071, Florida Statutes , states that: no utility 
shall sell , assign, o r transfe r its certificat e of author ization , 
facilities or any portion the r eof , or majori t y organizational 
control without approval of the Commission . Review of the 
application indicates on March 17, 1998, Haci~nda Village 
Utilities, Inc. (the seller) and Hacienda Utilitief , Ltd . (the 
buyer) entered into an acquisition agreement for t:he purchase and 
sale of the Hacienda Village Manufactured Home Community, Ltd. and 
the utility system, which includes all of the assets of HVUI. The 
sale closed on october 8, 1998, which is an apparent violation of 
Section 367.071, P.S. 

The water system of the utility is exempt fr om the Flor ida 
Public Service Commis~ion's regulat ion . This recommendation 
addresses Hacienda Village Utilities, Inc.s' application for 
transfer of Certificates No 285- S to Hacienda Utilities, Ltd . and 
Hacienda Village's violation of s ec tion 367.071, F. S . 

DISCVSSIQN Ol ISSQIS 

ISSQI 1 : Sho~ld Hacienda Village Utilities , Inc., be ordered to 
show cause, in writing within 21 days, why it should not be fined 
for violation of Seetion 367.071, Flor ida Statutes? 

RIC<HIINP&!l'IQN : No . A show cause proceeding should not be 
initiated. (CROSBY, MCRAE) 

8DI7 .NgLJIIS : 
is in apparent 
Section 367.071 

As stated in the case background, Hacienda Village 
violation of Section 367 . 071 , Flor ida Statutes. 
(1) , Florida Statutes , requires that: 

No utility shall sell, assign, or transfe r its 
certi·ficate of authorization, facilities, o r any portion 
thereo f •.. , without determination and approval of the 
commission that the proposed sale, assignment, or 
transfer is in the public interest and that the buyer, 
assignee, or transferee will fulfill the commitments , 
obligations, and representations of the utility. 
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Section 367.161 (1), Florida Statutes, authorizes the Commission t o 
assess a penalty of not more than SS,OOO fo . each offense, ~! a 
utility is f ound to have knowingly refused to comply with, or ha ve 
willfully violated, any provision of Chapter 3C7 , Florida Statutes. 

Hacienda Village appears to have violated Sect- on 367.071(1), 
Florida Statutes, by failing to obtain the o~proval of the 
Commission before transferring its facilities t o Hacienda 
Utilities. While staff has no reason to bel i eve that the utility 
intended to violate this statute, its act was "willful" i n the 
sense intended by Section 367.161 , Florida Statutes . In Order No . 
24306, issued April 1, 1991, in Docket No. 890216- TL titled In Be; 
Inyestigotion Into Tho Proper APplication o f Ryle 25-1 4. 003 , 
F.A.C . . Relating To Tax Say'1gs Refund f o r 1988 and 1989 for GTE 
Florida. Inc., the C011111iasion, having f ound that the company had 
not intended to violate ':he rule , neverth'lless found it appropriate 
to order it to show cause why it should not be f i ned , stating that, 
"in our view, 'willful ' implies an intent to do an act, and this is 
distinct from a n intent to violate a statute or rule." ~at 6. 
Utilities are charged with the knowledge o f the Commission ' s ru les 
and statutes . Additionally, " lilt is a common maxim, familiar to 
all minds that ' i gnorance of the law ' will not excuse any person , 
either civilly or criminally. " Barlow y. Unit,ed States, 32 u.s. 
404, 411 (1833) . 

Hacienda Village's failure to obtain Commission approval prior 
to t ransferring its facilities to Hacienda Utilities appears to be 
due to lac It of knowledge of the statutes and Commission rules. 
Usually in a transfer if a utility is aware of the requirement to 
obtain commission approval prior to transferring a utility, the 
agreement !or sale includes a statement making the sale contingent 
upon Commission approval. The agreement between Hacienda Vi llage 
and Hacienda Utilities does not contain such a statement . 
Immedi ately upon becoming aware of the requirements o f Section 
367 .071, Florida Statutes, Hacienda Utilities filed an appl ication 
for approval of the transfer. 

Although regulated utilities a r e charged with knowledge of 
Chapter 367, Florida Statutes, staff does not believe that t:he 
violation of Section 367.071, Florida Statutes, rises i n these 
circumstances to the level which warrants the initiation of a show 
cause proceeding. Hacienda Utiliti es f iled the applic3tion 
immediately upon becoming aware of the requirement. Therefote, 
staff recommends that the Commission not order Hacienda Village to 
show cause fo r fa iling to obtain Commission approval prior to 
transferring its facilities to Hacienda Utilities. 
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ISIQI 2 : Should the transfer of Wastewater Certificate No. 285-S 
from Hacienda Village Utilities, Inc., to Hac ienda Utilities, Ltd., 
be approved? 

~ ~··· o o I • • • • ' " • • 'les, the transfer should be appro\'ed. Wastewa ter 
certificate No. 285-S, held by Hacienda Village Utilities , Inc., 
should be transferred to Hacienda Utilities, Ltd. Hacienda 
Utilities should also be required to provide a recorded copy of the 
deed within 60 days from the issuance date of the order issued as 
a result of action taken at this agenda conference. (JOHNSON, 
R£0£HA.NN) 

S%A1f JRT,.III : Except as previously discussed, the application is 
in compliance with the governing statute, Section 367.071 , Florida 
Statutes, and other pertinent statutes and administrative rules 
concerning an application for transfer of certificote . The 
application contains a check in the amount of $500, which is the 
correct filing fee pursuant to Rule 25-30.020, Florida 
Administrative Code . The applicant has provided evidence that t he 
utility own~ the land upon which the utility ' s facillties are 
located as required by Rule 25- 30.037(2) (q), Florida Adminiatrative 
Code. The deed, however, is not recorded in accordance with 
Section 695 .01, F. S. Hacienda Utilities should be required to 
provide a recorded copy of the deed within 60 days of the date of 
the order issued as a result of action taken at this a genda 
conference . 

In addition, the application contains proof of compliance with 
the noticing provisions set forth in Rule 25-30.030, Florida 
Administrative Code, including notice to the customers o! the 
system to be transferred. No objections to the notice of 
application have been received and the time for filing such has 
expired . A description of the territory served by the utility is 
appended to this me~randum as Attachment A. 

Regarding the Buyer's technical ability to operate the sys tem, 
Hacienda Utilities Ltd. has indicated that it will retai n the 
current operator of the plant, H20 Water Systems (H20). Th ' s will 
facilitate the continued efficient operation of the utility. H20 
Water Systems currently operatea and maintains over eighty ay~tems 
in Florida. The application states that the Buyer conducted a 
reasonable investigation ot the wastewater system. The Buyer also 
conducted a review ot the files at the Florida Department o f 
Environmental Protection (O~P), and determined tha t there are no 
outs anding consent ordera or violations with the DEP for this 
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system. Only minor repairs and maintenar.ce on the :sr :stem are 
planned and anticipated. 

Regarding the Buyer's financial abil t y to operate the 
utility, the application states the Buyer has the ability to ra ise 
ca sh when necessary to f inance its operations th r ough its limi t ed 
partner, Hacienda Village Manufac tured Home Community, Ltd . 
Hacienda Village Manufactured Home Community, Ltd. ha~ 

approximately $200,000 in ava ilable cash res erves. Staff believe 
that the Buyer possesses t he overall financial ability to opera t e 
the wastewater facility and that the assets o f the new owners a r e 
adequate to insure the continued operations of the util ity. 

The application contains a copy of the Agreement f or Pur chase 
and Sale which includes the purchase pri c e, terms o f payment and a 
lht of the onet$ pu rchased. Accor dinq to the A<Jreement, the 
purchase price f or the mobile home park, utility facilities, and 
the treatment plant (including land, equipment and personal 
property) is $13 million. Based upon the Buyer's utility 
sett l ement statement, the water and wastewater operations were 
valued at $800,000. No separate valuation of the regulated 
wastewater system was made. The t otal purchase was financed with 
a combination of equity and debt. Based on the application, there 
are no guaranteed revenue contracts , deve lope r ag reements, utility 
debt or customer advances. The Seller will remain responsible f or 
the existing debts o f the utility i ncu rred or ac<:rued up to 
closing, which includes regulatory assessment fees until t he date 
of closing. According to our records, the utility is current on 
its reg•Jlato ry <UJ'Iess~~~ent fees and has filed an annual report f or 
1997 a nd all prior years. The Buyer is responsible for the 
regulatory assessment fees after the closing which occu rred on 
October 8, 1998. Additionally, Hacienda Utilities , Ltd . has 
pr ovided a statement that it will fulfill the commitments, 
obl igations, and r e presentat ions of the Seller regarding utility 
matters . 

Based on the above, staff recommends thts tr.lnsCe r of 
Wastewater Certificate No. 285- S from Hacienda Village Ut~lities , 

Inc . to Hacienda Utilities, Ltd. is in the public inte!"est and 
should be approved. 
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ATIACHMBlfl' A 

HACIBNDA Vl'ILI TIBB. LTD . 

IBRBITORX ossCRIP'fxou 

The following described lands located in portions of Section 
03 , Township 2 6 South , Ra nge 16 East, Pasco County, Florida: 

Section 03 

The West 1/2 o f the Southeast 1/4 
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IISQI 3: What is the rate base of Hacienda Village UtilL~ies, Inc . 
a~ the time of transfer? 

uczs "'N%<11: 
reflects the net 
(JOHNSON) 

The rate base, which for tL.!'nsfer purposes 
book value, is $161,265 for the wastewater system. 

s;Ail ABBLJJIS : According to the application, the net book value 
of the system being transferred was $254,882, as of December 31, 
1997 , based upon the 1997 annual report. Rate base was last 
established for the utility in Order No. PSC-93-0375-FOF-SU, issued 
March 11, 1993. 

Staff conducted an audit o f the books and records of the 
utility to determine the rate base (net book val ue) as of October 
8, 1998 the date of the t ransfer. The rate base was determined by 
Staff from company provided historical reco rds and supporting 
source documentation. The utility does not maintain its books and 
records in conformity with the NARUC Uniform System o f Accounts as 
required by Rule 25-30.115, Florida Administrative Code, and by 
Order No . PSC- 93- 0375-FOF- SU. The audit report contained several 
exceptions. The utility did not file a response to the audit 
report. The following adjustments were made by staff as a r esult 
of the audit. 

According to the company ledger, the plant balances fo r the 
assets being transferred is $41 0,575 . The plant balance of 
$410,57!, reflects the $500,000 price paid for tho utility in 1992 
and $35,000 in unsubstantiated plant addit ions that were included 
in 1996 and $575 in plant additions in 1994. The $500,000 purchase 
price is allocated between the unregulated water system receiving 
25\ ($125,000) of the purchase price and the 75\ ($375, 0001 of the 
purchase price is recorded as th~ cost o! the regulated wastewa ter 
system. The utility's plant should be reco rded at the origi nal 
cost when placed in service and not at the 1992 purchase price. 

Order No. PSC-93-0375-ror-su , issued Marc h 11, 1993, 
established t he wastewater plant t o be S 311 , 931 and la•ad to be 
$43,4 42, for a total of $355,373. The uti lity should adjust its 
plant and land accounts to refl~ct the requirem•nta ot O~der No. 
PSC-93- 0375-FOF-SU, by reducing the plant account by $43,442 and 
increasing the land account by the same amount. The utility sh~uld 
also reduce tbe plant balance by $19, 627 to reflec t tho o r iginal 
cos t ae required by Order No. PSC-93-0375-FOF-SU. The utility 
recorded $35, 000 in plant additions in 1996. The utility could not 
provide support !or the 1996 plan t additions and unsubstantiated 
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plant must be rem~ved from the plant account. If the utility can 
later provide support for these plant additions, the cost can be 
recovered in a rate case proceeding . The r efore, the plant in 
service balance should be reduced by $98, 069 . 

The utility's general ledc;1e r reports a laud balanc e of $0 . 
The land account should be inc rea sed by S 4 3, 4 4 2 a s required by 
Order No. PSC-93-0375-ror-su. 

ACCQMULaTEP pEPR£CIATION 

The utility's application f o r transfer of its wastewater 
certificate included a proposed a ccumulated depreciation balance o f 
$155, 693 as of December 31, 1997. 

In the process of r ecalculating the accumulated depreciation 
balance, the f ield audit staff corrected the depreciation balance 
of Account 380, using a 15 year service life instead o f the 18 year 
service life us ed in t he last rate case . Audit staff also changed 
from using average depreciation to actual depreciation . 

The utility disagrees with the auditor' s f inding , because in 
the l ast rate case, the average depreciation expense amount was 
smaller (using 18 years) than the a ctual depreciation expense that 
resul ted from using the correct 15 years. The utility believes 
that it is being penalized for an improper calculation . The 
difference between the average depreciation expense per year and 
actual depreciation expense is $2,498. 

Order No. PSC-93-0375-ror-su , issued March 11 , 1993, i n the 
utility' s last rate case , presc r ibed the use of guideline rates 
which would require a 15 year service life even though the actual 
cal c ulation was made uainq 18 years . Staff believes that the 
intent of the Order preacribin(j guideline rates should be the 
guiding factor in calculating the appropriate bCCumulated 
depreciation, as opposed t o tho inco rrect mathematica' calculation . 

Theref o re, consistent with Order No. PSC-93-0375- ror- su and 
guideline rates, accumulated depreciation should be increa sed by 
$17 , 134. Staff has adjusted the accumulated depreciation b~lance 
by $8 , 907 to reflec t the additional depreciat1vn thrvugh the 
closing of the transfer date of October 8, 1998. Based upon t he 
above, accumulated depreciation should be increased by a total of 
$26 , 041 to reflec t a balance of $181,734. 

- 8 -
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The utility did not maintain a contr i but i ons-i n-aid - of
construction (CIAC) account or the related amortization of CIAC 
account. According to Order No. PSC-93-03 75-ror-su, the CIAC 
balance of $30,364 and a accumulated amortizat i on of CIAC balance 
of $9,515 should have been recorded. The order also established 
service availability charges of $700 per new line connect j ons . 
There was one new line connection in 1992, five new line 
connections in 1993, and one in 1998 prior to the closing date of 
October 8, 1998. Therefore, ClAC should be increased by $4, 900 to 
r eflect the unrecorded connections . The CIAC account balance 
should be adjusted to reflect a balance of $35,264. 

AMORTIZATION OF CONTRIBUTIONS-IN-AIP-OF-CONSTRUCTION ICIACl 

As discussed above, Hacienda did not maintain the amor tization 
of CIAC account. Pursuant to Order No. PSC-93 - 037 5-ror-su, an 
accumulated amortization of CIAC balance of S9,515 should have been 
recorded. The amortization of CIAC accounts must be adjusted t o 
reflect new connections over the past years. The staff auditor 
adjusted amortization of CIAC to reflect the approved guideline 
composite rates. A.ccordi ng to the auditor, the utility did not 
maintain the records and did not apply amortization rates. 
Therefor e , amortization of CIAC should be increased by $12,800 to 
reflect the correct accumulated amortization of CIAC balance of 
$22 , 315. 

RATE BASE 

Staff•s calculation of rate bas e is shown on Schedule No. 1 
for the system. Adjustments t o rate base are itemized on Schedule 
No. 2. Based on t he adjustments set forth herein, Staff recommends 
that rate base for Hacienda be established as $161 , 265 for the 
wastewater s ystem as of Octo~er 8 . 1998. This rate base 
calculation i s used purely to establish the net book value of the 
property being transferred and does not include t t e normal r a te 
making adjustments of wor king capital calculations and used and 
useful adjustments. 
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DCJPPA vxiJ:a(jl miLuizs. me. 
sc•••ma or JIU·**IMD. MD MSI 

AI of Ooto:ber 31. 1228 

UI.UICI sn.rr 
DISCI\Ii'Uotf 118 OTJLJ'l'X AD.nlS'l'NilaS 

Utility Plant in 
Service $410,575 ($98,069) 

Land 0 $43,442 

Accumulated 
Depreciation ($155, 693) ($26 , 041) 

Contributions-in-
aid-of- Construction 0 ($35,264) 

Amortization of 
Accumulated CtAC 0 $22 . 315 

TOTAL $254,882 ($85,029) -------- --------

- 10 -
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BALANCI PD 
snrr 

$312,506 

$ 43, 4.42 

($181, 734) 

($35, 264) 

$22 . 315 

$161,265 --------
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SCBBDULE NO. 2 

JIACIQP&. yxu pqt Q'l':U.ITI"IS , INC . 

SCUPQLI OJ 'tfM'l'DADR Mtl BN!I 

£X PLANATION 

Utility Plmlt in Service 
1) To remove unsupported plant addition 
2) To reclassify Land included in plant 
3) To remove purchase price markup per order 

Total 

Land 
1) To r eclassify and record land 

Aceu~~Ulat.d Depnoiation 
1) Adjustment related to FPSC Order 
2) Adjustment to reflect the transfer date 

Total 

CIAC 
1) Adjustment Per FPSC Order 

No . 93-0375-FOF-SU 
2! To reflect new connections 

Total 

AcOUIIUlat.d Allortiaation ot CIAC 
1 l Adjustment Per FPSC Order 

No. 93-0375-FOF-SU 
2) To reflect new connections & composite rate 

Total 

- 11 -

APJUSTMENT 

( $35 t 000) 
($43 , 442) 
($19, 627) 

CS9B . 0691 

$43 . 44 2 

($17 , 134) 
($ 8, 907) 

($26 . 0411 

($30, 364) 
( $ 4, 900) 

($35 . 2641 

($ 9, 515) 
($12, 800) 

($2;'! , 3 1 51 
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ISSQI 4 : Should a positive acquisition adjustment be approved? 

R&Cai~JIQI: No, a positive acquisition adjustment should 
not be included in the calculation of rate base for transf er 
purposes . (JOHNSON) 

STAR J\BJ\LISIS: An acquisition ad jus tment results when the 
purchase price differs from the rate base for transfor purposes . 
In this case, the acquisition price includes the costs of both 
the unregulated water system and the regulated wastewater 
s ystems . The Buyer paid S13 million for the entire mobile home 
community and of this amount, esti~ted the entire utility to be 
valued at $800, 000. No attempt was made t o a llocate the purchase 
price between the unregulated water system and regulated 
wastewater system, since this could vnly be done after a dollar 
amount for the water divisLon of the utility is determined. 
Therefore, the entire $800,000 was assigned t o the regulated 
wastewater division. 

The acquisition adjustment resulting from the transfer of 
Hacienda would be calculated as follows: 

Purchase Price : $800 ,000 

Staff Calculated Rate Base : 161.265 

Positivs 
Acquisition Adjustment : $638 , 735 -------

An acquisi~ion adjustment was not requested by the appl icant. In 
the absence of extrao rdinary circ•~stances , it has been 
Commission practice that a subsequent purchase of a utility 
system at a premium or discount shall not affect the rate base 
calculation. Because there are no e xtraord inary ci r ; umstances 
regarding this purchase that would justify an acquisition 
adjustment to rate base and the Buyer stated in its a.pplica t ion 
for t ransfer of the wastewater certificate that it was not 
seeking an acquisition adjustment; Staft recommends that a 
positive acquisition adjustment not be included in the 
calculation o f rate base . Staff's r ecommendation is consisten t 
with previous Commissions decisions in this regard. Soe , Order 
No . PSC-98-1231-FOF-WU, issued on September 21 , 1998, in Oockot 
No. 911670-WU; Order No. PSC-98-0514-FOF-SU, issued on April 
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15, 1998, in Docket No. 951006~SU: and Order No . PSC- 96-0993-
FOF-WS, issued on July 20, 1998 , in Docket No. 971220-WS. 
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ISSQI 5 : Should Hacienda Utilities , Ltd. adopt and use the 
rates and charges approved by this Commission •or Hac ienda 
Villa9e Utilities , Inc.? 

BIOZ?~IQI: Yes, Hacienda Utilities, Ltd. sho~ td continue 
charging the rates and charges approved for this utility system. 
The tariff reflecting the change in ownership shoulJ be effective 
for services provided or connections made on or after the stamped 
approval date on the tariff sheets. (JOHNSON) 

S!AJI AIALJIII : The utility ' s current rates and charges for 
residential and multi-residential service were approved 
administratively and became effective on March 27, 1997. The 
Commission approved these rates in a rate case reduction filing. 
The service availability charges and the miscellaneous service 
charges were effective April 2 , 1993 pursuant to Order No. PSC-
93-0375-FOF-SO, in Docket No. 920701-SU. The utility's approved 
rates and char ges a~e as follows: 

Honthly Service Rat91 

1\ewidut:.ial 

per r esidential unit 

HQl,tJ. -Ma1dept;.ia.l 

per reaidential unit 

~IQillAQtoAI Seryice Cbarqea 

Initial Connection Fee 

Normal Reconnection Fee 

Violation Reconnection Fee 

Premises Visit Fee 
(in lieu o! disconnection) 

- 14 -

s 12. 13 

s 12 . 13 

s 15.00 

s 15.00 

Actual 
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S.rvict Ayail&bility Cb•ro•• 

Plant Capacity Cha r ge 
Residential - per ERC 

Inspection Fee 

Plan review charge 

Customer Connection (Tap-in ) Charge 

$700 .00 

Ac tual Cost 

Ac tual Cost 

Actual Cost 

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

[i)n case of change of ownership or control of a 
ut ility which places the operation under a different 
or new utility, . . . the company whic h will 
thereafter operate t he utility business must adopt 
and use the rates, classification and regulations of 
the former operating company (unless authorized to 
c hange by the Commis~ion) . 

Hacienda Otilities , Ltd., has not requested a change in the rates 
and charges of the utility. Accordingly, Staff recommends that 
the uti~ity continue operations under the existing tariff and 
apply the appr oved rates and c harges . The utility has filed a 
ta r i ff reflecting the transfer of ownership. Staff wil l approve 
the tariff filing effective for services provi ded or connec tions 
made on or after the stamped approval date . 
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ISSQI 6 : Should this docket be closed? 

RICONMIHDATIQM : Yes, upon expiration of the protest period, this 
docket should be closed if no timely protests are filed to t he 
proposed aqency action issues. (CROSBY! 

STAll IIILJSIS : If ther e are no timely protests filed by a 
substantially affected person to the proposed agency action 
1ssues (Issues Nos. 3, and 4), no further action is required in 
this docket. Staff recommends this docket should be closed . 
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