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DIRECT TESTIMONY 

OF 

DONNA RAMAS 

On Behalf of the Office of Public Counsel 

Before the 

Florida Public Service Commission 

Docket No. 100104-WU 

I. INTRODUCTIONiB ACKGROUND/SUMMARY 

PLEASE STATE YOUR NAME, OCCUPATION AND BUSINESS 

ADDRESS. 

My name is Donna Ramas. I am a Certified Public Accountant licensed in the 

State of Michigan and a senior regulatory analyst at Larkin & Associates, PLLC, 

Certified Public Accountants, with offices at 15728 Farmington Road, Livonia, 

Michigan 48154. 

PLEASE DESCRIBE THE FIRM LARKIN & ASSOCIATES, PLLC. 

Larkin & Associates, PLLC, is a Certified Public Accounting Finn. The firm 

performs independent regulatory consulting, primarily for public service/utility 

commission staffs and consumer interest groups (public counsels, public 

advocates, consumer counsels, attorneys general, etc.). Larkin & Associates, 

PLLC has extensive experience in the utility regulatory field as expert witnesses 

in over 600 regulatory proceedings. 

MS. RAMAS, WOULD YOU PLEASE SUMMARIZE YOUR 
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A. 

Q. 

A. 

Q. 

REGULATORY EXPERIENCE AND QUALIFICATIONS? 

I graduated with honors from Oakland University in Rochester, Michigan in 1991. 

I have been employed by the firm of Larkin & Associates, PLLC, since 1991. As 

a certified public accountant and regulatory consultant with Larkin & Associates, 

PLLC, my duties have included the analysis of utility rate cases and regulatory 

issues, researching accounting and regulatory developments, preparation o f  

computer models and spreadsheets, the preparation of testimony and schedules 

and testifying in regulatory proceedings. I have submitted testimony in over sixty 

(60) regulatory proceedings in various jurisdictions in the United States of 

America, including several proceedings before the Florida Public Service 

Commission. I have also developed and conducted five training programs on 

behalf of the Department of Defense - Navy Rate Intervention Office on 

measuring the financial capabilities o f  firms bidding on Navy assets and one 

training program on calculating the revenue requirement for municipal owned 

water and wastewater utilities. Additionally, I have served as an instructor at the 

Michigan State University - Institute of Public Utilities as part of their Annual 

Regulatory Studies programs. 

HAVE YOU PREPARED AN EXHIBIT FURTHER DETAILING YOUR 

QUALIFICATIONS AND EXPERIENCE? 

Yes. 

experience and qualifications. 

I have attached Appendix I, which is a summary of my regulatory 

ON WHOSE BEHALF ARE YOU FILING TESTIMONY IN THIS 

PROCEEDING? 
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Larkin & Associates, PLLC was retained by the Florida Office of Public Counsel 

(OPC) to review the rate case filing submitted by Water Management Services, 

Inc. (WMSI or Company). Accordingly, I am appearing on behalf of the OPC. 

WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS 

PROCEEDING? 

I am presenting the OPC's overall recommended revenue requirement in this case. 

I also sponsor adjustments to the Company's proposed rate base and operating 

income, as well as adjustments to the Company's proposed calculation of its 

weighted long debt rate. 

HAVE YOU PREPARED ANY EXHIBITS IN SUPPORT OF YOUR 

RECOMMENDATIONS IN THIS CASE? 

Yes. I have prepared Exhibit-(DR-l), which consists of Schedules A, B, C and 

D with supporting Schedules B-1 through B-8 and Schedules C-1 through (2-5. 

These schedules present the OPC's overall recommended revenue requirement as 

well as the supporting calculations and additional information for several of the 

adjustments that I am recommending within this testimony. 

ARE ANY ADDITIONAL WITNESSES SUBMITTING TESTIMONY ON 

BEHALF OF THE OPC? 

Yes. Andrew Woodcock is also submitting testimony in this case on behalf of the 

OPC. I have reflected the impact of Mr. Woodcock's recommendations in my 

summary schedules presented in Exhibit-(DR-1). 
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WHAT DOES YOUR SCHEDULE "A" TITLED "CALCULATION OF 

REVENUE REQUIREMENT" SHOW? 

Schedule A presents the revenue requirement calculation at this time giving effect 

to all of the adjustments I am recommending in this testimony, as well as the 

impacts of the recommendations of OPC witness Andrew Woodcock. The 

operating income adjustments presented on Schedule A can be found on Schedule 

B. Schedules B-1 through B-8 provides supporting calculations for my 

recommended adjustments to net operating income. The adjustments presented 

on Schedule A which impact rate base can be found on my Schedule C, with 

supporting calculations provided on Schedules C-1 through C-5. Schedule D 

presents my recommended overall rate of return in this case. 

BASED ON THE OPC'S REVIEW AND ANALYSIS, WHAT IS THE 

REVENUE REQUIREMENT FOR WMSI? 

As shown on Schedule A, Column 5, line 1 ,  the OPC's recommended adjustments 

in this case results in a recommended increase in operating revenues of $78,419. 

This is approximately $563,000 less than the revenue increase requested by 

WMSI of $641,629. 

HOW WILL THE REMAINDER OF YOUR TESTIMONY BE 

ORGANIZED? 

I will first address various problems and concerns with WMSI's affiliated 

transactions and relationships. I then present my recommended adjustments to 

WMSI's adjusted test year operating income, followed by my recommended 

adjustments impacting WMSI's requested rate base. Finally, I address the 
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requested long term debt cost rate presented by WMSI, and recommend several 

adjustments to the determination of the long term debt cost rate to include in this 

case. 

11. PROBLEMSICONCERNS WITH AFFILIATED TRANSACTIONS 

AND RELATIONSHIPS 

WOULD YOU PLEASE GIVE A BREIF SUMMARY OF THE 

RELATIONSHIPS BETWEEN WMSI, BROWN MANAGEMENT GROUP, 

AND GENE BROWN? 

Yes. Gene D. Brown is the President and Chief Executive Officer of Water 

Management Services, Inc. In addition to being the President and CEO of WMSI, 

he also owns the controlling interest in WMSI and makes all final operating 

decisions as they pertain to WMSI. Mr. Brown also has effective day-to-day 

control over WMSI. The Application in this case shows that St. George Island 

Utility Co., Ltd. owns 85% of WMSI’s stock, and an additional 10% is owned by 

Brown Management Group. Gene D. Brown and Marilyn B. Brown own 54% 

ownership interest in the various entities that are included in the St. George Island 

Utility Co., Ltd. 

Based on the response to OPC Interrogatory 12, Brown Management Group, Inc. 

(“BMG) is a corporation that “holds and manages investments of Gene Brown, 

all of which are passive”, and Gene Brown is the sole owner of BMG. Thus, Mr. 

Brown is in control of both WMSI and BMG. 

HAS THE MANAGEMENT OF WMSI BY GENE BROWN BEEN AN 
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ISSUE IN PAST CASES BEFORE THE FLORIDA PUBLIC SERVICE 

COMMISSION? 

Yes, it has. In Order No. PSC-94-1383-FOF-W, the Commission stated at page 

47 that “It appears that Mr. Brown’s past actions have contributed to the financial 

problems of the utility.” The Order cites several instances at pages 47 through 50 

in which Mr. Brown’s actions was a concern, including, but not limiting to, Mr. 

Brown using utility property as collateral to secure loans for non-utility purposes, 

the utility not paying ad valorem taxes for a number of years, the utility not being 

continuously covered for general liability or workers compensation insurance, 

and problems with getting a well on-line. In that decision, the Commission 

reduced the amount of management fees from Mr. Brown to be included in rates. 

A. 

Q. IS THERE REASON TO BE CONCERNED WITH HOW THE UTILITY 

IS CURRENTLY BEING MANAGED? 

Yes. During the test year in this case and subsequently, WMSI has been very late 

in making many of its payments. WMSI was assessed a penalty by the Florida 

Public Service Commission (FPSC) for not paying its Regulatory Assessment 

Fee for the period July 1, 2009, through December 31, 2009, by the February 1, 

2010 due date. Based on a review of the Company’s 2009 general ledger that 

was provided in response to OPC POD 3, it appears that WMSI did not submit 

the federal income tax withholdings and FICA and medicare taxes on a timely 

basis. In fact, the 2009 general ledger shows $3,085.53 booked to account 

236.30 - Accrued Taxes - Federal WM on September 30, 2009, for an 

“Estimated Tax Penalty - QTR 9/30/09” and an additional $3,500 booked to the 

account on December 31, 2009, for “IRS 941 Penalty 12/31/09.” The accounts 

A. 
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payable account in the 2009 general ledger also shows that on October 7, 2009, 

the Company paid $1,940.97 to the United States Treasure for a “Penalty - 

6/30/09”. While the penalties have not been booked in above-the-line accounts 

and are not included in the test year expenses in the Company’s filing, it is still a 

great concern that the Company is incurring many penalties. 

Additionally, based on a review of the expenses recorded during the test year and 

subsequently, coupled with a review of the accounts payable balances, there are 

long delays in making many payments for utility related services. For example, 

on September 30, 2009, the company booked an expense for an invoice from 

Rowe Drilling Company for $14,489.90. The Company’s 2010 general ledger 

shows that $10,000 was paid on this invoice on May 10, 2010, more than seven 

months after the invoice was received. 

10 
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20 Q. DID THE COMPANY INCUR ANY NEW COSTS OR COSTS NOT 

21 RELATED TO ITS WATER OPERATIONS DURING THIS PERIOD IN 

22 WHICH IT WAS APPARENTLY FACING FINANCIAL CONSTRAINTS? 

23 A. Yes.  As will be discussed later in this testimony, during the 2009 test year, Gene 

24 Brown granted significant increases in the salaries of two of his employees. Mr. 

25 Brown also implemented a new executive deferred compensation plan during 

During 2009 and 2010, WMSI was also unable to make two of its principal and 

interest payments on its outstanding loan with the Florida Department of 

Environmental Protection and resorted to refinancing the loan terms. This will 

be addressed in further detail later in this testimony. 
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2009 with a related expense recorded on the Company’s books of $80,000. 

During 2009, WMSI also filed an Application for authority to provide Wastewater 

Service to St. George Island, incurring $52,851 of costs that it deferred on its 

books and now wants to recover from its water customers. Each of these issues 

will be addressed later in this testimony. These actions are questionable, 

particularly in consideration of the fact that WMSI has not been paying its bills in 

a timely manner and is incurring associated penalties and late fees. 

DURING THE LAST FEW YEARS, WHAT LEVEL OF CASH 

TRANSACTIONS OR TRANSFERS OCCURRED BETWEEN WMSI, 

BGM AND GENE BROWN? 

In Exhibit-@R-2) and Exhibit-(DR-3), I am providing a listing of all entries 

recorded on WMSI’s general ledger in its various cash accounts for transactions 

that identify either Gene D. Brown or Brown Management group for 2009 and 

2008, respectively. As is readily apparent from a review of these exhibits, there 

were numerous entries recorded on WMSI’s books for both debits and credits to 

the various WMSI cash accounts associated with Gene D. Brown and Brown 

Management Group, Inc. A debit entry in the listing would signify an increase in 

WMSI’s cash account, whereas a credit entry is a decrease in the cash balance. 

The listing for 2009 provided as Exhibit-(DR-2) is 5 pages long, while the 

listing for 2008 is 4 pages. As shown on the final page of Exhibit-(DR-2), 

during 2009 WMSI had a total of $434,775 in cash going out to Gene D. Brown 

with $50,103 coming in from him in that period, resulting in a net amount going 

out identified as to Gene D. Brown of $384,672. During that same period, a total 

of $109,441 is shown as going out to Brown Management Group, while $362,964 
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is shown as coming in, or debiting WMSI’s cash account, from BMG. The net 

result taking into account both BMG and Gene Brown is that $13 1,038 more went 

out of the WMSI cash account than came in from both Gene Brown and BMG 

combined. This is during a period of apparent financial constraint for WMSI. 
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20 Q. ARE THERE ANY ADDITIONAL ACCOUNTS ON WMSI’S BOOKS 

21 THAT CHANGED DURING THAT PERIOD THAT WOULD CAUSE 

22 

23 A. Yes.  On Exhibit-(DR-4) I show the balance recorded on WMSI’s books in 

24 Account 123.00 - Investment in Associated Companies at various points in time. 

CONCERN REGARDING THE AFFILIATED RELATIONSHIPS? 

Exhibit-(DR-3) shows that during 2008, WMSI had a total of $389,725 in cash 

going out to Gene D. Brown with $16,250 coming in from him in that period, 

resulting in a net amount going out identified as to Gene D. Brown of $373,475. 

During that same period, a total of $103,050 is shown as going out to Brown 

Management Group, while $215,029 is shown as coming in, or debiting WMSI’s 

cash account, from BMG. The net result taking into account both BMG and Gene 

Brown is that $261,496 more went out of the WMSI cash account than came in 

during 2008 from both Gene Brown and BMG combined. Over the two year 

period, the combined result would be that $392,534 more dollars left the WMSI 

cash accounts and went to either Gene Brown or BMG. Again, this analysis is 

based on all of the transactions to the cash accounts listed in WMSI’s general 

ledgers for 2008 and 2009 that were identified as either Gene D. Brown or Brown 

Management Group. 

25 As shown on this exhibit, the balance of Investment in Associated Company 
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recorded on WMSI’s books increased from a January 1,2008, beginning balance 

of $924,617 to $1,213,905 as of the December 31, 2009, test year end and 

$1,262,402 as of June 30, 2010. The Investment in Associated Company 

recorded on WMSI’s books increased by $337,785 over the period January 1, 

2008, through June 30, 2010. One must question the prudence of WMSI 

increasing its investment in affiliated entities during a period in which it was 

unable to pay many of its bills on time and during the period in which it was 

unable to pay two principal payments on an outstanding loan with the Florida 

Department of Environmental Protection. 

Also of concern is that on July 21, 2008, $85,000 went out of one of WMSI’s 

cash accounts to “SMC Investment Properties.” As part of the same journal entry, 

Account 123.00 - Investment in Associated Companies was increased by the 

$85,000, with the transaction description shown as “SMC investment Properties - 

Loan to SMC.” This $85,000 is included in the increase in Investment in 

Associated Companies referenced above. Based on some research, it appears 

SMC Investment Properties, Inc. was incorporated by Sandra Chase, who is the 

Vice President and Secretary of WMSI, in 2006. At the time this testimony is 

being filed, OPC is in the process of pursuing this transaction further through 

discovery. 

Additionally, as shown on Exhibit-(DR-4), as of the end of the test year, 

December 31, 2009, WMSI also had a note receivable from an Associated 

Company balance of $100,000. This also causes prudence concerns in a period in 

which WMSI is under apparent cash constraints. 
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ABOVE YOU INDICATE THAT THE INVESTMENT IN ASSOCIATED 

COMPANIES RECORDED ON WMSI’S BOOKS INCREASED BY 

$337,785 BETWEEN JANUARY 1, 2008, AND JUNE 30, 2010. DID 

SIMILAR LEVELS OF INCREASE OCCUR IN PRIOR YEARS? 

Based on a review of the Annual Reports filed with the Florida Public Service 

Commission, the balance in Account 123 - Investment in Associated Companies 

was $0 on December 31, 2004. During 2004, the balance increased from $0 to 

$110,532. During 2005, the amount of Investment in Associated Companies 

increased by $535,316 to $645,848. During 2006 and 2007, the balance increased 

by $127,586 and $151,183, respectively, resulting in a December 31, 2007, 

balance of $924,617. The amount of WMSI’s Investment in Associated 

Companies over the 5 % year period ended June 30,2010, has increased from $0 

to $1,262,402. 

ARE THERE ADDITIONAL TRANSACTIONS BETWEEN WMSI AND 

BMG BEYOND THE APPARENT FREQUENT TRANSFERS OF CASH, 

NOTE RECEIVABLE FROM BMG AND THE INCREASE IN THE 

INVESTMENT IN BMG? 

Yes. There appears to be frequent transfers of assets between WMSI and BMG, 

particularly in the area of vehicles and transportation equipment. Later in this 

testimony I will reference several instances in which assets were transferred from 

WMSI to BMG that are of particular concern, such as those involving a backhoe 

trailer and a vehicle. 

On Exhibit - (DR-5) I provide copies of two exhibits submitted by WMSI in 
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response to OPC interrogatories 8 and 13. OPC Interrogatory 8 asked WMSI to 

provide a list of all assets that were owned by WMSI that have been sold or 

transferred to other entities, affiliates, persons or parties for the period December 

31, 1992, to date. Based on that response, between 1999 and 2009, three vehicles 

were sold or traded to ABC (a past affiliated entity), a backhoe trailer was sold to 

BMG (which will be discussed later in this testimony), the St. George Island 

apartments above the WMSI island office were sold to Brown Management 

Group, and lots were sold to “ABCBMG”. 

The information provided indicates that the lots that were sold to ABCBMG on 

November 1, 2007, were valued at $236,000 on WMSI’s books and sold for 

$454,429 for a gain of $192,752. It does not appear from information that I have 

seen that this gain on sale of utility assets was ever passed on to WMSI’s 

customers. I recommend that WMSI be required to provide additional 

information regarding the lot sales to BMG during 2007 to determine if the gain 

should be passed on to WMSI’s customers. 

As will also be addressed later in this testimony, WMSI sold its administrative 

office in Tallahassee in 2005. According to the response to OPC Interrogatory 

54, WMSI “...decided to sell its administrative office to produce cash flow 

needed for operating revenue and it did not have sufficient funds to purchase 

another office.” WMSI is now leasing an administrative office in Tallahassee 

from Brown Management Group at an annual expense of $18,000. 

Later in this testimony I recommend several adjustments pertaining to 
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transactions between WMSI and BMG as well as a recommended allocation of 

labor and rental costs from WMSI to BMG. 

111. ADJUSTMENTS TO OPERATING INCOME 

Allocation of Employee Costs to Affiliated Operations 

PREVIOUSLY IN THIS TESTIMONY YOU IDENTIFIED CONCERNS 

YOU HAVE WITH THE AFFILIATE RELATIONSHIPS AND WITH THE 

TRANSACTIONS OCCURRING BETWEEN WMSI AND BROWN 

MANAGEMENT GROUP. HAS THE COMPANY ALLOCATED ANY OF 

THE LABOR RELATED COSTS IN ITS FILING TO ANY OF THE 

AFFILIATED ENTITIES? 

No, it has not. The labor costs for all of WMSI's employees are allocated 100% 

to WMSI's regulated operations. According to the responses to OPC 

Interrogatory 12, there is no allocation of cost from WMSI to Brown Management 

Group. In the response, the Company also indicated that Gene D. Brown and 

Sandra Chase each work approximately two hours per week for all of the various 

entities owned by Gene Brown and that this two hours is "outside the 40+ hour 

week that they work for WMSI." The response also indicates that Bob Mitchell, 

who is WMSI's controller, works approximately two hours per week for Brown 

Management Group and some of the other entities owned by Mr. Brown. 

However, the Company has allocated no salary and wage cost to Brown 

Management Group for these employees. 

SHOULD ANY OF THE SALARIES, WAGES AND BENEFIT COSTS 

FOR THE INDIVIDUALS THAT ALSO PERFORM SERVICES FOR 

13 
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BROWN MANAGEMENT GROUP BE ALLOCATED TO BROWN 

MANAGEMENT GROUP AND REMOVED FROM UTILITY 

OPERATIONS? 

Yes. WMSI's captive water customers should not be required to subsidize Brown 

Management Group, 1nc.k operations in any way. It is not reasonable to allocate 

zero labor costs to Brown Management Group for the WMSI employees who also 

perform work associated with Brown Management Group, Inc. The response to 

OPC Interrogatory 12 indicates that Brown Management Group is "A corporation 

that holds and manages investments of Gene Brown, all of which are passive." 

Judging by the level of transactions on the Company's books associated with 

Gene Brown personally and with Brown Management Group, Inc., it is not 

reasonable to assume that Mr. Brown, Ms. Chase and Mr. Mitchell work only 

approximately two hours per week for Brown Management Group and that all of 

these hours are above and beyond a normal full work week. It is also not 

reasonable to assume that Ms. Chase and Mr. Mitchell are performing services 

that are benefiting Brown Management Group, Inc. free of charge to Mr. Brown 

and to Brown Management Group, Inc. Previously in this testimony I discussed 

the level of cash transactions that occur between WMSI, Brown Management 

Group, Inc. and Gene Brown which were based on a review of the Company's 

General Ledgers that were provided in this case. Additionally, I also addressed 

asset transfers between WMSI and Brown Management Group, Inc. Also 

discussed is the fact that the amount of investment in associated companies 

recorded on WMSI's books has increased by $337,785 between the period 

January 1, 2008, through June 30, 2010, with the June 30, 2010, balance on 

WMSI's General Ledger being $1,262,402. 
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WHAT ADJUSTMENT DO YOU RECOMMEND FOR ALLOCATING 

LABOR RELATED COSTS TO THE AFFILIATE OPERATIONS, OR TO 

BROWN MANAGEMENT GROUP, INC.? 

My recommended adjustment is presented on Schedule B-1. This schedule lists 

the amount included in the adjusted 2009 test year for the salaries, health 

insurance and 401(k) plan pension expenses for Gene Brown, Sandra Chase and 

Bob Mitchell. Each of these individuals is also involved in providing services to 

Brown Management Group. As mentioned previously, the purported function of 

Brown Management Group, Inc. is to manage the investments of Gene Brown. 

In this schedule, I have incorporated my recommended adjusted salary for Sandra 

Chase who is the Vice President and Secretary for WMSI. This adjustment will 

be addressed later in this testimony. As shown on line 10 of Schedule B-1, the 

salaries and benefits for these employees in the adjusted test year are $257,752. 

While the Company has indicated that Mr. Brown and Ms. Chase, as well as Mr. 

Mitchell, work only approximately two hours per week on Brown Management 

Group related matters, this does not appear to be a reasonable estimate of their 

time. Previously as Exhibit 

- (DR-2) and Exhibit-(DR-3), I provided a listing of the recorded cash 

transactions between WMSI, Brown Management Group, and Gene D. Brown. 

This is all of the amounts recorded on WMSI's General Ledger during 2008 and 

2009 for cash being transferred between the accounts of these three entities or 

individual. Given the extensive amount of transfers between the various cash 

accounts of these entities, it is not realistic to assume that only two hours per 

week are dedicated by the Company's controller and Mr. Brown associated with 

Bob Mitchell is the controller of the Company. 
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the Brown Management Group, or other non-regulated related operations. As 

shown on Schedule B-1, I recommend that 12.5% of the salary and benefit costs 

associated with the three employees identified be allocated to affiliates and not be 

included in WMSI's utility operating expenses. This 12.5% factor was derived 

assuming that each of these employees would dedicate about five of every 40 

hours of their time focused on affiliated and non-regulated matters. As shown on 

line 14 of Schedule B-1, this results in a recommended reduction to the employee 

costs of $32,219. 

Allocation of Rent to Affiliated Operations 

ARE THERE ANY ADDITIONAL EXPENSES RECORDED ON WMSI'S 

BOOKS DURING THE TEST YEAR THAT YOU RECOMMEND BE 

ALLOCATED TO AFFILIATED OPERATIONS? 

Q. 

A. Yes. Mr. Brown, Ms. Chase, and Mr. Mitchell all work out of the Company's 

Tallahassee offices. These offices are owned by Brown Management Group, Inc., 

and 2009 test year expenses recorded on the Company's books include $18,000 

for the payment to Brown Management Group for rental expense on these offices. 

Consistent with my recommendation that 12.5% of Mr. Brown, Ms. Chase and 

Mr. Mitchell's salaries being allocated to affiliated operations, I also recommend 

that 12.5% of the rent expense associated with the Tallahassee office be allocated 

to affiliated entities. This results in a $2,250 reduction to test your rent expense 

and is shown on Schedule B-2. 

Q. 

A. 

HAS THE COMPANY ALWAYS RENTED THIS FACILITY FROM 

BROWN MANAGEMENT GROUP? 

No, it has not. According to the response to OPC Interrogatory 54, WMSI owned its 
16 
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own administrative office until 2005 at which point it sold its administrative office. 

The Company indicated in their response to 5 4 0  that WMSI decided to sell its 

administrative office to produce cash flow needed for operating revenue and that it did 

not have sufficient funds to purchase another office. At that same time, the Company 

entered into an agreement to rent administrative offices from Brown Management 

Group, Inc. Presumably this would also increase cash flow to Mr. Brown through 

regular monthly payments now being made to BMG in the form of rent expense. I am 

not sure of the date in which Brown Management Group acquired the administrative 

offices that are now being rented to WMSI. 

Accounting Services Expense 

WMSI'S FILING INCLUDES AN ADJUSTMENT TO INCREASE THE 

LEVEL OF ACCOUNTING SERVICES COSTS THAT WERE 

RECORDED DURING THE TEST YEAR. COULD YOU PLEASE 

DISCUSS THIS ADJUSTMENT? 

During the 2009 test year the Company recorded accounting fees of $4,225. 

These include costs associated with tax return preparation and various accounting 

and bookkeeping assistance. These payments were made to Barbara Withers, 

CPA. Ms. Withers has prepared the Company's tax returns for many years. It 

also includes a cost associated with Ms. Withers' preparation of an accounting 

manual on behalf of the Company that identifies certain accounting policies and 

procedures. As part of its request in this case, the Company has proposed that the 

annual account services expense be increased to $18,000 per year, resulting in an 

increase in the test year expenses of $13,775. According to the direct testimony 

of Gene Brown, at page 17, the proposed accounting services contract would 
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assure that the Company has priority access to a high level certified public 

account for an average of 10 hours per month. The contract is set up as a monthly 

retainer payment of $1,500, which the Company contends is better for its cash 

flow. Mr. Brown's testimony also indicates that any unused hours are credited to 

the months during which more hours are required. 

In response to OPC POD 34 and 35, the Company provided a copy of the 

accounting engagement letter that discusses the new retainer arrangement. Based 

on this letter, the utility would pay Ms. Withers' firm $1,500 per month beginning 

January 15, 2010. Ms. Withers' would then bill against that retainer at the end of 

each month and those would be adjusted to the retainer at the end of each calendar 

year. The difference would be set as a credit for work to be done in the following 

year or a payment if the actual services exceed the retainer amounts. Based on a 

review of the 2010 General Ledger as well as invoices provided in response to 

OPC POD 36, the Company has been booking the $1,500 per month as an 

expense on its books during 2010; however, it has not been regularly paying those 

balances. The response to OPC POD 36 shows that as of June 30, 2010, the total 

retainer billing on a monthly basis would have been $9,000 and the Company had 

only paid $1,500 as of that period. 

HOW DOES THE PROPOSED ANNUAL ACCOUNTING SERVICES 

EXPENSE REQUESTED BY THE COMPANY OF $18,000 COMPARE TO 

THE HISTORIC LEVEL OF ACCOUNTING COSTS INCURRED? 

On Schedule B-3 I provide the annual amount of accounting fees incurred by the 

Company from outside firms or consultants by year for the period 2005 through 

18 
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2009. This response shows that the costs have varied in the last five years; 

however, none have come close to approaching the $18,000 annual cost level 

requested by the Company. In fact, the highest amount of accounting fees cost 

incurred by the Company for outside consultants or f m s  was $10,626 in 2005, 

and that included fees associated with setting up a new fixed asset and 

depreciation program. The next highest level was the amount incurred on the 

Company’s books during 2009, which included costs associated with Ms. Withers 

preparing an accounting manual on behalf of the Company. Over the past five 

years, the average accounting fees incurred by the Company has been $3,667. 

Q. IN 

Q. 

A. 

‘OUR OPINIO I, HAS THE CO ZP NY JUSTIFIED THIS 

SIGNIFICANT PROJECTED COST INCREASE ASSOCIATED WITH 

OUTSIDE ACCOUNTING FEES AND SERVICES? 

A. No, it has not. In fact, the Company has an in house controller whose duties 

include accounting and bookkeeping activity as well as responsibility for the 

General Ledger, payroll, payroll tax returns, preparation of financial statements, 

as well as other accounting type services. The Company also has an office 

administrator who assists the controller in the day to day accounting functions. 

The Company has not justified the need for a significant increase in the amount of 

assistance it will require from an external certified public accounting firm. 

WHAT ADJUSTMENT DO YOU RECOMMEND? 

As shown on Schedule B-3, I recommend that the accounting expenses contained 

in the Company’s adjusted test year be reduced by $14,333 to reflect the five year 

average cost of $3,667. The Company has not justified a cost above the historic 
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average level. Additionally, as previously mentioned, the historic period I used in 

deriving the average includes some non-recurring type costs as these costs 

fluctuate from period to period. As shown on Schedule B-3, the historic costs that 

were used in deriving the average include costs associated with setting up the new 

fixed asset and depreciation program, the cost associated with Ms. Withers' 

preparation of an accounting manual on behalf of the Company, as well as costs 

associated with a valuation study of the water system that was conducted in 2007. 

Thus, it is my opinion that using the five-year average level would set a 

reasonable level going forward. The Company has not justified an amount above 

this level. 

Engineering Services Expense 

WOULD YOU PLEASE DISCUSS THE COMPANY'S REQUEST AS IT 

PERTAINS TO THE INCREASE IN ENGINEERING SERVICES 

EXPENSES? 

The Company has proposed that the amount of engineering services expense 

recorded on its books during the 2009 test year of $27,500 be increased by 

$20,500 to allow for an annual expense level of $48,000. This amount would be 

based on paying the engineering firm PBS&J a retainer of $4,000 per month, 

resulting in an expenditure of $48,000 per year to be used for engineering 

services. According to Mr. Brown's testimony in this case, at page 15, the 

Company must have access to high quality engineering services on a consistent 

basis, and its proposed $48,000 per year annual cost would assure that the 

Company would have a priority with a firm such as PBS&J in order for them to 

"continue providing a high level service and maintenance of all of OUT 
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operations." PBS&J is the firm that recently completed the water system 

evaluation on behalf of the Company and provided an extensive report on its 

findings. 

IS THE $48,000 REQUESTED ANNUAL EXPENSE LEVEL FOR 

ENGINEERING SERVICES CONSISTENT WITH THE LEVEL OF 

COSTS THE COMPANY HAS HISTORICALLY INCURRED FOR THIS 

TYPE OF SERVICES? 

No, it is not. In OPC Interrogatory 25, the Company was asked to provide the 

amount of engineering services cost the Company has incurred for non-capital 

engineering work for each year from 2005 to date. WMSI responded that "There 

are no non-capital engineering expenses for 2005 through 2008." As previously 

mentioned, the Company recorded on its books $27,500 of expense in the 2009 

test year for engineering services costs charged to expense. 

WHY DID THE COMPANY INCUR SUCH A HIGH ENGINEERING 

EXPENSE LEVEL IN 2009? 

The costs recorded by the Company in its books in 2009 are associated with 

PBS&J conducting the complete water system evaluation on behalf of the 

Company and making recommendations based on its evaluation. A complete 

evaluation of this type would be non-recurring in nature. While the evaluation 

would typically be an expense item, one would expect that the majority of any 

engineering costs and expenditures incurred by the Company on a regular basis 

would be capital in nature and would be specific to capital projects, such as the 

pro forma projects proposed by the Company in this case. Engineering costs 
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associated with projects such as those proposed by the Company would be 

capitalized as part of the project cost and would not be recorded as an expense on 

the Company's books. 

WHAT ADJUSTMENT SHOULD BE MADE TO THE AMOUNT OF 

ENGINEERING SERVICE COSTS TO INCLUDE IN EXPENSE IN 

WMSI'S FILING? 

Since the engineering service expenses recorded on the Company's books during 

the historic test year are non-recurring in nature, as they were associated with the 

complete water system evaluation, I recommend that these non-recurring costs be 

amortized over a five-year period. This is consistent with Rule 25-30.433(8) 

which states that "Non-recurring expenses shall be amortized over a 5-year period 

unless a shorter or longer period of time can be justified." Thus, I recommend 

that these non-recurring expenses that fell within the test year in this case be 

amortized over a period of five years. As a completed evaluation of the water 

system has recently been completed, future engineering services would likely be 

of a capital nature and not something that would be recorded as an expense on the 

Company's books. Based on discussions I have had with OPC's engineering 

witness, Andrew Woodcock, it would be more typical that engineering 

expenditures would be capital in nature, particularly as the Company has recently 

completed the water system evaluation. 

WHAT ADJUSTMENT NEEDS TO BE MADE TO THE COMPANY'S 

FILING TO REFLECT YOUR RECOMMENDATION? 

As shown on Schedule E-4, the Company's proposed adjusted test year 
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engineering expenses should be reduced by $42,500. This would allow for an 

annual amortization of $5,500 for the non-recurring engineering service expenses 

incurred by the Company during the test year. 

DEP Refinancing Costs 

ON SCHEDULE B YOU HAVE AN ADJUSTMENT TO REMOVE $2,500 

FROM TEST YEAR EXPENSES IDENTIFIED AS "REMOVE NON- 

RECURRING DEP REFINANCING CONSULTING COSTS". COULD 

YOU PLEASE EXPLAIN WHY YOU ARE REMOVING THESE COSTS? 

According to the response to OPC Interrogatory 51, test year expenses charged to 

Account 636-Contractual Services-Other, includes $2,500 paid to Sigma Project 

Solution LLC on December 14, 2009. The response identifies these costs as 

"DEP Refinancing Consulting". I recommend that the $2,500 of consulting costs 

for the DEP Refinancing be removed from test year expenses because these are 

non-recurring costs and these costs should not be passed onto the Company's 

customers. 

The Company currently has a loan outstanding with the Department of 

Environmental Protection at a low interest rate of approximately 2.99%. "his 

loan was used at the time that the Company was required to replace the water 

main that provides service to St. George Island. As part of the Company's 

response to OPC POD 8, it provided a copy of Amendment No. 3 to its loan 

agreement under the State Revolving Fund Program. According to this 

amendment to the loan, Water Management Services, Inc. had requested a 

restructuring of the loan as a result of "worsening economic conditions." As part 
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of this restructuring, the semi-annual loan payments that were due on November 

15, 2009, and on May 15, 2010, were reduced to zero with interest accruing and 

added to the outstanding balance of the loan due. The refinancing resulted in the 

semi-annual loan payments resuming beginning on November 15, 2010 at a 

payment requirement of $147,751 on a semi-annual basis, or twice per year, for 

remaining loan payment numbers 15 through 60. Apparently, the Company did 

not have the cash necessary to pay the November 2009 and May 2010 loan 

payments that were due. The cost incurred by the Company for assistance in 

refinancing this loan should be removed from the test year and should not be 

passed on to customers. 

WHY SHOULD THEY BE REMOVED FROM THE TEST YEAR? 

First, they should be non-recurring refinancing costs. Second, the Company's 

customers should not be harmed through an increase in expenses as a result of the 

Company being unable to adequately manage its cash flow. As indicated near the 

beginning of this testimony, there has been a significant level of cash transfers 

between the WMSI's books, Brown Management Inc. and Gene Brown. As 

shown in Exhibit -(DR-3), during 2008 the amount of cash going out of the 

various cash accounts on the Company's General Ledger identified as going to 

either Gene D. Brown or Brown Management Group exceeded the amount of cash 

coming into the utility from these two entities by more than $260,000. During 

2009 the amount of cash going out to either Gene D. Brown or Brown 

Management Group exceeded the amount of cash coming in from those entities 

based on an analysis of the Company's 2009 General Ledger, by approximately 

$131,000. As shown on Exhibit-(DR-4), the amount recorded on WMSI's 
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General Ledger in Account 123-Investment and Associated Companies increased 

by $337,785 between the period January 1, 2008, and June 30, 2010. 

Additionally, as shown in the same exhibit, as of December 31,2009, the amount 

of notes receivable from associated companies recorded on WMSI's books was 

$100,000. Clearly, it causes the OPC great concern to see the investment in 

associated companies increasing and to also see that there are notes receivable 

from associated companies still outstanding during the same period that the 

Company was unable to pay its debt obligation on the DEP loan. The Company's 

customers should not be harmed by incurring increased costs as the result of 

Company management not adequately managing its cash flow and in the decision 

by the President of the Company, Gene D. Brown, to transfer utility cash funds 

between WMSI's cash accounts, his personal account and the account of Brown 

Management Group, Inc. 

As will be addressed later in this testimony under the discussion of rate case 

expense, the Company has deferred additional charges from Sigma Project 

Solutions, LLC. To the extent that any of these charges are associated with 

refinancing costs, they should also be excluded from rate case expenses to be 

recovered from customers. 

Contract Labor Costs 

AS PART OF ITS ADJUSTMENTS TO THE SALARIES INCLUDED IN 

THE 2009 TEST YEAR, WMSI REMOVED SOME CONTRACT LABOR 

COSTS. WOULD YOU PLEASE DISCUSS THESE ADJUSTMENTS? 

Y e s .  As part of the Company's salary expense adjustment shown on MFR 

25 



8 

9 

10 

I I  

12 

13 Q. 

14 

15 A. 

16 

17 

18 

19 

20 

21 

22 

23 

24 Q. 

25 

Schedule B-3, pages 4 and 5 ,  the Company removed $6,000 for contractual 

services performed by Hank Garrett during 2009. The reason provide was that 

Mr. Garrett is now a full time employee of WMSI and the Company has added his 

labor costs on an annualized level in this case. Additionally, the Company 

removed the contractual service fees paid to Charles Painter for $6,366, as he will 

not be providing these services in 201 0. During the 2009 test period there was a 

turnover of both employees and contractual labor used by WMSI. The 

Company's salary and wage adjustment reflects the annual level of salary and 

wage cost associated with the current employees, and removes the employees that 

left the Company's services during 2009, as well as removing the contractual 

services that the Company will no longer be using. 

DID THE COMPANY CORRECTLY ADJUST FOR THE 

CONTRACTUAL LABOR COST IN ITS FILING? 

Not entirely. In its Adjustment 12g shown on MFR Schedule B-3, page 4 of 5, 

the Company removed $6,000 for the contractual services performed by Hank 

Garrett. However, as shown on Company Schedule B-9, the actual amount of 

payments to Hank Garrett for his services during the test year was $7,250. In 

response to OPC Interrogatory 50 the Company agrees that its adjustment to 

remove his fees should have been for $7,250 instead of $6,000. I have reflected 

the removal of the additional $1,250 of contractual service costs on Schedule B. 

Out of Period Costs 

IN COMPANY WITNESS FRANK SEIDMAN'S TESTIMONY, AT PAGE 

4, HE INDICATES THAT HE MADE MINOR CORRECTIONS TO 
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EXPENSES FOR "EXPENSES INCURRED DURING THE TEST YEAR 

BUT NOT BOOKED UNTIL THE FOLLOWING QUARTER." ARE 

THERE ANY ADDITIONAL ADJUSTMENTS THAT NEED TO BE 

MADE TO INSURE THAT TEST YEAR COSTS ONLY INCLUDE COSTS 

ASSOCIATED WITH THE 2009 TEST YEAR? 

Yes. According to the response to OPC Interrogatory 51, test year expenses 

include $1,305 charged from Management & Regulatory Consultants, Inc. for the 

preparation of the 2008 PSC annual report. Additionally, on December 3 1,2009, 

the Company recorded $5,000 for charges from Management & Regulatory 

Consultants, Inc. for the 2009 annual report. This $5,000 was based on a retainer 

and according to the Company's 2010 General Ledger the Company received a 

refund of $1,893 of the $5,000 retainer that was paid. Thus, test year expenses 

include costs associated with the 2008 annual report as well as costs associated 

with the 2009 annual report, part of which had been refunded to the Company in 

the following period. Consequently, an adjustment must be made so that test year 

expenses only reflect an annual level of costs associated with its annual report 

preparation. 

WHAT ADJUSTMENT SHOULD BE MADE? 

Test year expenses include a total of $6,305 to Management and Regulatory 

Consultants, Inc. for the annual report preparation. However, based on the 

amounts paid during the test year and the subsequent refund for some of those 

amounts received in 201 0, the actual costs for the 2009 annual report preparation 

would have been $3,107. The expenses recorded in the test year for annual report 

preparation should be reduced by $3,198 in order that only an annual level of 
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these expenditures are incorporated in the adjusted test year. I have reflected this 

adjustment to remove $3,198 on Schedule B. 

Rate Case Expense 

ARE YOU RECOMMENDING ANY ADJUSTMENTS TO THE 

PROJECTED RATE CASE EXPENSE INCORPORATED IN THE 

COMPANY'S FILING? 

Yes. In its filing, WMSI estimates that the rate case expense associated with this 

proceeding will he $228,613, and is amortizing this projected cost level over a 

four-year period. WMSI MFR Schedule B-10 provides a listing of the projected 

cost that the Company will incur as part of this case. I am recommending that 

several of the costs included by the Company be removed. WMSI MFR Schedule 

B-10 shows projected costs associated with the legal counsel retained by the 

Company in this case, Radey, Thomas, Yon & Clark, P.A., as well as the 

projected cost for Frank Seidman of M&R Consultants, Inc. for assistance in this 

case. Frank Seidman has submitted prefiled testimony in this case on behalf of 

the Company. However, in addition to these legal costs and rate case assistance 

costs, WMSI also included costs that it has identified as being "preliminary" in 

nature. The Company included $3,340 of charges from the firm Rose, Sundstrom 

and Bentley, PA which is identified as "preliminary legal counsel". Also included 

is $9,348 for the assistance of Robert Nixon of Carlstedt, Jackson, Nixon & 

Wilson, CPAs, which has been identified as "preliminary rate case evaluation". 

In other words, WMSI switched legal counsel and accounting assistance that it 

retained for this case after an initial evaluation was conducted. I recommend that 

these preliminary costs be removed and not recovered from customers as part of 
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DID YOU INQUIRE WHY THESE PRELIMINARY COSTS WERE 

INCURRED AND THE NATURE: OF THE COSTS? 

Yes. OPC Interrogatory 56 asked the Company to explain why costs were being 

included for two separate legal firms, one as preliminary legal counsel and one as 

the current legal counsel, as well as why costs were included for two rate case 

consulting firms, one of which was identified as preliminary rate case evaluation. 

In response to OPC Interrogatory 56(a), the Company stated that "The 

'preliminary legal counsel' included a high level analysis of WMSI's position as 

well as work in trying to find financing for WMSI." The response also indicated 

that this information was needed for WMSI to make a decision regarding how to 

proceed with the case. In response to sub-part (b), the Company indicated that 

Radey, Thomas, Yon & Clark PA had "No special expertise in locating funding 

sources for a water utility, but was able to work with WMSI on a payment 

schedule that allowed the Company to proceed with highly qualified legal 

counsel." The response also indicated the Company's position that there was no 

overlap or waste of costs. Assisting a Company in finding financing is not a rate 

case expense. Additionally, as previously mentioned in this testimony, many of 

the financing problems or concerns for the Company are the result of affiliated 

transactions and relationships which have left the Company in an oft times 

precarious financial situation. 

Regarding the "preliminary rate case evaluation" assistance from the CPA firm, 

the Company indicated that "The Carlstedt firm did preliminary work in analysis 
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that was useful to Rose, Sundstrum in their financing efforts and to WMSI in 

preparing the case for filing." The response also indicated that before the MFRs 

were prepared, WMSI determined that it would be more cost effective to use 

M&R Consultants rather than the Carlstedt firm because M&R Consultants had 

done the Company's annual reports and was familiar with WMSI. However, this 

explanation does not justify the inclusions of costs for the preliminary work or 

analysis done by the Carlstedt firm. Ratepayers should not pay for two different 

accounting firms and two different legal firms to assist in the preparation of a 

case particularly, when the Company decided to switch firms during the 

preparation stages. Consequently, I recommend that these preliminary legal costs 

and preliminary rate case evaluation costs be removed. 

HAVE YOU PREPARED A SCHEDULE SHOWING YOUR 

RECOMMENDED ADJUSTMENTS TO THE COMPANY'S PROPOSED 

RATE CASE EXPENSE? 

Yes. My recommended adjustments are shown on Schedule B-5. As shown on 

lines 2 and 3 of this schedule, I removed the preliminary legal costs of $3,340 and 

the preliminary rate case evaluation cost of $9,348. The removal of these costs 

result in an adjusted rate case expense of $215,925 which results in an annual 

amortization expense of $53,981. This is $3,172 less than the proposed annual 

amortization incorporated in the Company's filing. 

DOES THE FLORIDA PUBLIC SERVICE COMMISSION TYPICALLY 

ALLOW THE RATE CASE EXPENSES IN RATE CASES TO BE TRUED 

UP TO ACTUAL COSTS LATER IN THE PROCEEDINGS? 
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In several prior proceedings in which I have been engaged, I have noted that Staff 

has asked for an update of the rate case expenses incurred as well as the invoices 

supporting those costs in order to evaluate the level of rate case expense to allow. 

If that is done as part of this case, certain costs that have been deferred by WMSI 

as rate case expense on its books should be excluded. 

In response to OPC Request for Production of Document No. 49, the Company 

provided copies of pages from its general ledger listing out all of the rate case 

costs that have been deferred to date, as well as invoices for the services provided 

to date. Included in the information provided was a charge of $2,500 from Sigma 

Project Solutions, LLC, which was recorded on the Company's 2010 General 

Ledger on February 12, 2010 as part of the deferred rate case costs. There is also 

a charge from the same firm for $2,056.42 booked on March 12, 2010. The 

invoices from Sigma Project Solutions, LCC provided with OPC POD 49 merely 

identify the $2,500 as a "retainer" and identify the $2,056.42 as a "reconciliation 

in addition to retainer." No further information was provided on the invoices 

regarding what services were provided by Sigma Project Solutions, LLC, or how 

those services in anyway pertains to rate case expense. However, based on the 

Company's response to OPC Interrogatory No. 51, Sigma Project Solutions LLC 

was the Company's DEP refinancing consultant. Such costs are not related to the 

rate case expense and should not be amortized as part of rate case expense and 

recovered from customers. Other charges from this firm have been addressed 

previously in this testimony. If the Commission does allow a true up of the rate 

case expense to actual at a later phase of this proceeding, then the cost charged to 

the deferred rate case expense associated with invoices from Sigma Project 

Solutions LLC should be excluded from that true up. 
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IF THE COMMISSION DOES, IN FACT, ALLOW A TRUE UP OF THE 

RATE CASE EXPENSES AT A LATER PHASE OF THIS CASE, SHOULD 

ANY ADDITIONAL ADJUSTMENTS BEYOND THE ONE IDENTIFIED 

ABOVE BE CONSIDERED? 

Yes. Later in this testimony under the rate base section, I discuss the Company's 

proposed pro forma plant additions as well as the OPC's recommendation that 

they be removed at this time due to lack of supporting documentation for 

proposed cost. To the degree that the Company's failure to provide a reasonable 

level of support for its pro forma plant additions result in higher rate case 

expenditures being required, ratepayers should not be harmed by this. The lack of 

supporting information will be addressed further later in this testimony as well as 

the testimony of OPC engineering witness Andrew Woodcock. If the Company's 

failure to provide a reasonable amount of supporting documentation results in it 

incurring a higher level of rate case expense, those higher level of expenses 

should not be passed onto the Company's customers. The customers should not 

be penalized for the inability for the Company to meet a reasonable burden of 

proof in this case. 

DID THE COMPANY REMOVE THE AMORTIZATION EXPENSE 

ASSOCIATED WITH ITS PRIOR RATE CASE? 

No, it did not. Test year expenses recorded in Account 666-Regulatory 

Commission Expense-Rate Case Amortization includes $24,184 associated with 

the amortization of the prior rate case, which was a limited proceeding. The 

Company made no adjustment to remove this amount that is imbedded in the 

historic test year in this case. This amount has now been fully amortized and the 
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outstanding balance is zero. As shown on Schedule B, line 8, I have removed this 

amortization expense associated with the prior rate case from the 2009 test year 

expenses. While the Company has indicated in response to OPC Interrogatory 57 

that the amortization expense for the prior rate case is "...not included in the 

requested rate case amortization expense", it has not made an adjustment to 

remove this amortization that is incorporated in the 2009 historic test year O&M 

expense amounts. Thus, an adjustment must be made to remove these now fully 

amortized costs. 

Reduction to Salary Expense 

YOU PREVIOUSLY DISCUSSED AN ADJUSTMENT TO ALLOCATE 

CERTAIN EMPLOYEE COSTS TO AFFILIATED OPERATIONS. ARE 

YOU RECOMMENDING ANY ADDITIONAL ADJUSTMENTS TO THE 

AMOUNT OF SALARY AND WAGE EXPENSES INCLUDED IN THE 

COMPANY'S ADJUSTED TEST YEAR? 

Yes. I am recommending that the salary of two positions be reduced from the test 

year level to remove excessive percentage wage increases that were granted to 

these two employees in the test year. 

COULD YOU PLEASE ELABORATE? 

Yes. The Company's Vice President and Secretary, Sandra Chase, was granted a 

significant increase in salary between 2008 and 2009. During 2008, based on the 

response to OPC Interrogatory 39, Ms. Chase's base wages were $59,000. In 

2009 her base wages were increased by $11,000 to $70,000 per year. This is an 

increase of 18.6%. When questioned during his August 10, 2010 deposition, 
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WMSI President Gene Brown did not provide adequate justification for this 

significant wage increase other than his thoughts that she deserved the increase. 

He indicated that there was no significant change in her job function or 

responsibility at the time this increase was granted. Additionally, this increase 

was granted during a time of apparent financial difficulties for WMSI. 

Between 2008 and 2009, the base wages of the Company's operations and office 

manager, Brenda Molsbee, was increased from $45,981 to $60,000. This is an 

increase of approximately 30% in a one year period. During the deposition of Mr. 

Brown, he was asked to provide support for this significant increase in her wage. 

As Late-Filed Exhibit No. 21, Mr. Brown provided what he contended was a 

comparative salary survey. This consisted of a hand jotted note identifying what 

Hank Garrett, a WMSI operator, who used to be employed by a different 

company, made per year at that other company. To this amount he also added on 

the note the amount of benefits and indicated that these with the mileage 

reimbursement equated to over $70,000 annually. The note, which is being 

provided as Exhibit-(DR-6), also indicated that these amounts were per "Nita 

from Hank". Nita would be Brenda N. Molshee. No further justification for this 

30% wage increase was provided. 

Should Mr. Brown choose to grant such significant percentage increases to his 

employees, such significant increases in salaries and wages should not be passed 

onto the Company's customers, particularly in a period of apparent financial 

difficulty for WMSI and considering the economic climate during the period in 

which these wage increases were granted. Wage increases of 18.6% and 30% 
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during a period of high unemployment is not reasonable or justified, particularly 

without a significant expansion of the employee's duties and responsibilities. 

WHAT ADJUSTMENT ARE YOU RECOMMENDING? 

As shown on Schedule B-6, I recommend that the wage increase for each of these 

two employees in going from the 2008 salaries to the test year level be limited to 

an increase of 3% each. Given the economic climate and the high unemployment 

rate, wage increases Of 3% should be more than reasonable for the test year in this 

case. As shown on Schedule B-6, this results in a recommended reduction to 

salaries and wages included in the test year of $21,870. 

Executive Deferred Compensation Plan Expense 

WHAT AMOUNT IS INCLUDED IN THE 2009 TEST YEAR FOR 

ACCOUNT 604-EMPLOYEE PENSIONS AND BENEFITS? 

The expenses recorded during the 2009 test year in Account 604-Employee 

Pensions and Benefits expense totaled $130,569. In the prior year, 2008, the 

Company recorded $52,751 of employee pension and benefits expense on its 

books. In other words, the costs increased by $77,818 between 2008 and 2009 

with the cost more than doubling during that period. 

DID THE COMPANY'S TESTIMONY ADDRESS THIS SIGNIFICANT 

INCREASE IN EMPLOYEE PENSION AND BENEFIT COSTS IN THE 

TEST YEAR? 

No, it did not. In OPC Interrogatory 47, the Company was asked what caused this 

significant increase. In response the Company indicated that "Gene Brown and 
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Sandra Chase qualified for WMSI's executive deferred compensation plan in 

2009, which increased the employee pension and benefit account." The response 

to OPC Interrogatory No. 56 shows that the Company recorded $40,000 of 

expense in the test year for Gene Brown executive deferred compensation plan 

costs and $40,000 for that same plan for Sandra Chase, resulting in $80,000 being 

included in the 2009 test year expenses for this new plan. This purported new 

deferred executive compensation plan was new in 2009. 

SHOULD THIS SIGNIFICANT INCREASE IN EMPLOYEE PENSION 

AND BENEFIT COSTS ASSOCIATED WITH THIS NEW EXECUTIVE 

DEFERRED COMPENSATION PLAN BE INCLUDED IN RATES THAT 

ARE RECOVERED FROM CUSTOMERS? 

No, they should not. As shown on Schedule B-7, I recommend that the entire 

$80,000 included in the 2009 test year be removed. 

PREVIOUSLY IN THIS TESTIMONY YOU RECOMMENDED AN 

ADJUSTMENT TO THE AMOUNT OF SALARY INCLUDED IN THE 

CASE FOR SANDRA CHASE. IS THIS $40,000 EXECUTIVE DEFERRED 

COMPENSATION PLAN EXPENSE ASSOCIATED WITH MS. CHASE 

IN ADDITION TO THE SALARY YOU HAVE ALREADY ADJUSTED? 

Yes, it is. This is above and beyond the $70,000 that was included for Ms. Chase 

in the 2009 test year in this case. If one were to include this executive 

compensation plan for Ms. Chase, her salary would effectively be $1 10,000 in the 

test year, which is clearly a significant increase from her 2008 salary of $59,000. 
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IS THIS PURPORTED NEW EXECUTIVE DEFERRED 

COMPENSATION PLAN BEING FUNDED BY THE COMPANY? 

No, it is not. The Company has not in anyway funded this plan. Rather, it has 

merely booked the $80,000 in expense on its books. 

DID YOU REQUEST A COPY OF THE DOCUMENTS ASSOCIATED 

WITH THIS NEW EXECUTIVE DEFERRED COMPENSATION PLAN? 

Yes. The Company provided a copy of the Water Management Services, Inc. 

executive deferred compensation plan in response to OPC POD 51. I am 

including a copy of that plan that was provided by the Company as Exhibit 

- (DR-7). The documentation provided indicates that "The purpose of the plan is 

to provide deferred compensation to a select group of management and highly 

compensated employees through an unfunded "top hat" arrangement exempt from 

fiduciary, funding, vesting, and plan termination insurance provisions of Title I 

and Title IV of the Employee Retirement Income Security Act ("ERISA")." The 

document goes on to state that it has adopted this plan "...to provide employees 

with the opportunity to defer compensation they are unable to defer or receive 

under the Company's tax qualified cash or deferred compensation plan (WMSI 

401(k) Plan), because of the limits on deferrals imposed by Sections 401(k) and 

402(g) of the Internal Revenue Code ("Code")." In other words, based on this 

plan documentation, apparently WMSI is providing Mr. Brown and Ms. Chase 

$40,000 each of additional compensation that is being deferred. However, this 

plan is not in anyway being funded by the Company. According to Section 3 of 

the plan documents, an employee who is eligible for the plan, which would be Mr. 

Brown and Ms. Chase, can "...elect to defer the receipt of Compensation by 
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completing a deferral election form provided or approved by the Board.” It also 

states that an “...eligible Employee may elect to defer any whole percentage or 

fixed dollar amount of his or her Compensation.” In other words, based on this 

document, it appears as though Mr. Brown and Ms. Chase have been granted a 

$40,000 increase in their compensation that they are deferring. The significant 

increase in compensation for Mr. Brown and Ms. Chase should not be passed on 

to the Company’s customers. The plan document also indicates that the plan is 

unfunded and that “no eligible employees shall have preference over any general 

creditor of the Company with the regards to the amount accrued in such 

employee’s accounts.” It also indicates that the plant is unsecured and that no 

trust or similar arrangement is intended or created as a result of the 

implementation of this new plan. 

HOW WAS THE ANNUAL AMOUNT OF $40,000 FOR MR. BROWN AND 

MS. CHASE DETERMINED BY MR. BROWN? 

Mr. Brown was asked the question regarding how the amount was derived during 

his August 10, 2010 deposition. The amount was essentially derived by 

determining an amount to pay Mr. Brown and Ms. Chase on a monthly basis for 

the rest of their projected remaining lives upon their retirement. The estimated 

total payment that apparently Mr. Brown would like to provide for himself and 

Ms. Chase throughout their retired years were then essentially totaled up and 

divided by the remaining participating years during which each of them will 

continue to be employed by WMSI. However, as previously indicated these funds 

are not being set aside and they are not being invested with an outside party. 
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SHOULD THESE PROJECTED COSTS BE PASSED ON TO 

CUSTOMERS? 

No, they should not. It would not be fair to ask customer to pay what would 

essentially he a $40,000 increase in both Ms. Chase's salary and Mr. Brown's 

salary through their utility rates. Additionally, while the Company is requesting 

from customers this annual level of expense it appears it has no intention of 

funding this cost. This significant increase in employee benefit expense, which 

more than doubles the benefit costs recorded by the Company in its books, should 

be disallowed. 

Key Man Life Insurance ExDense 

ARE THERE ANY ADDITIONAL COSTS INCLUDED IN THE TEST 

YEAR ASSOCIATED WITH THE PURPORTED EXECUTIVE 

DEFERRED COMPENSATION PLAN? 

Yes. Included in Account 659-Insurance-Other Expense in the 2009 test year is 

$12,015 for a Key Man insurance policy. According to the Company's response 

to OPC Interrogatory 55, the Company added the Key Man insurance "To help 

the Company survive if it lost the person who manages and is most 

knowledgeable about the company." The response also indicated that Gene 

Brown is the "Key Man" that is insured on the policy. While the response 

indicates that the purpose of the policy is to help the Company survive if it were 

to lose Gene Brown, this is not what the funds are to be used for, based on a copy 

of the policy itself. WMSI provided a copy of the Key Man Life Insurance 

policy in response to OPC POD 48. The policy itself provides for life insurance 

on Gene D. Brown totaling $800,000. The beneficiary provision of the policy 
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indicates that the proceeds that would result from the insured's death ". . . will be 

payable in one sum to Sandra M. Chase, Trustee(s) of the Water Management 

Services, Inc. Employee benefit trust dated May 21, 2008, or the successor(s) in 

the trust beneficiary." Thus, the proceeds that would he received under the life 

insurance policy on the life of Gene Brown would go to the referenced trust. The 

Company provided a copy of the Water Management Services, Inc. Employee 

Benefit Trust that was dated May 21, 2008, in its response to Late-Filed Exhibit 

No. 18. The trust document in Section 5 indicates that the "primary purpose of 

this trust is to provide additional cash asset to and for the benefit of the plan to 

insure that it remains actuarially sound to guarantee that all employees of WMSI 

will receive the benefits provided for the in the successor plan." Thus, the Key 

Man insurance policy is apparently to cover employee benefit costs upon the 

death of Mr. Brown and not for the continuing financing of the utility's 

operations. During his deposition Mr. Brown indicated that the trust will be used 

to h n d  the 401(k) plan and deferred compensation plan and that the purpose is to 

protect its employees. It clearly will not be used to fund the ongoing utility 

operations, but rather to fund employee retirement deferred compensation plan. 

WHAT IS YOUR RECOMMENDATION WITH REGARDS TO THE KEY 

MAN LIFE INSURANCE POLICY? 

I recommend that this cost be excluded and not passed onto the Company's 

customers. I have removed this cost on Schedule B, line 12, reducing test year 

expenses by $12,015. 

YOU MENTION ABOVE THAT WMSI IS NOT FUNDING THIS 
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DEFERRED COMPENSATION PLAN. DO YOU HAVE ANY 

CONCERNS OF THE COMPANY'S FUNDING OF ITS 4 0 1 0  PLAN? 

Yes. Based on a review of the Company's 2009 and 2010 General Ledgers, it 

does not appear that the Company is promptly funding its 401(k) plan pension 

accruals. Based on a review of the 2009 General Ledger, the Company provided 

a check to Charles Schwab on September 11, 2009, for all of the 2008 pension 

accruals. It does not appear based on the review of the 2010 General Ledger that 

was provided that the Company has fimded any of the 2009 pension accruals 

through June 30,2010. 

Employee Training Costs 

ARE THERE ANY ADDITIONAL ADJUSTMENTS YOU ARE 

RECOMMENDING TO NORMALIZE COSTS THAT ARE INCLUDED IN 

THE HISTORIC TEST YEAR ENDED DECEMBER 31,2009? 

Yes. The amount of employee training costs recorded by the Company during the 

historic test year ended December 3 1, 2009, was significantly higher than the 

level of employee training costs incurred in prior years. As shown on Schedule 

B-8, the employee training costs were $125 in 2007, $262 in 2008 and $2,822 in 

the 2009 test year. 

WHAT CAUSED THE 2009 EMPLOYEE TRAINING COSTS TO BE SO 

MUCH HIGHER THAN THE COSTS INCLUDED IN THE PRIOR 

YEARS? 

According to the response to OPC Interrogatory No. 48, 2009 employee training 

costs recorded on the Company's books included $1,903 for costs associated with 
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Gene Brown traveling to San Francisco to attend a seminar conducted by the 

American Water Works Association. Additionally, the cost of the seminar was 

$795. Thus, the test year expenses include $2,698 associated with Mr. Brown's 

attendance and related travel to this seminar. 

ARE YOU RECOMMENDING AN ADJUSTMENT TO NORMALIZE 

THESE COSTS? 

Yes. I recommend that the test year employee training costs be adjusted to reflect 

the average level incurred for the past three years, 2007 through 2009. This 

would result in an allowed cost level based on the three-year average of $1,070 

and a reduction to the 2009 test year expenses of $1,752. While I acknowledge 

the level of training costs can fluctuate from year to year, the 2009 training costs 

were greatly impacted by the $1,900 of travel costs for Mr. Brown to travel to San 

Francisco to attend the seminar. 

Removal of Wastewater Certificate Application Costs 

ARE ANY ADDITIONAL COSTS INCORPORATED IN THE 

COMPANY'S FILING ASSOCIATED WITH PRIOR REGULATORY 

PROCEEDINGS THAT NEED TO BE ADJUSTED? 

Yes. WMSI deferred $52,851 of costs associated with its Wastewater Certificate 

Application that was filed with the Commission in Docket No. 090189-SU. In the 

application, which was filed during the test year on April 15, 2009, WMSI 

proposed to both install and provide wastewater service to St. George Island. On 

December 17, 2009, WMSI entered a Notice of Dismissal that was granted by the 

Commission and it withdrew its request. The Company is now requesting that the 
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cost it incurred associated with that application of $52,851 be recovered from 

ratepayers over a period of five years. The Company has included the requested 

amortization expense of $10,570 in its filing, as well as inclusion of the deferred 

costs as part of its working capital calculations. These costs should be removed 

and not passed on to the Company's water customers. 

WHY DO YOU RECOMMEND THAT THESE COSTS BE REMOVED? 

The Company's application and proposal to provide wastewater service to St. 

George Island has nothing to do with its provision of water service to its water 

customers. These are non-utility costs that should be written-off to non-utility 

accounts. The Company's water customers should not be forced to pay for the 

costs associated with Mr. Brown's decision to attempt to expand WMSI's services 

to include the provision of wastewater services. The application was ultimately 

withdrawn, and the water customers of the Company should not be burdened with 

the costs associated with Mr. Brown's decision to attempt to expand his operations 

into a new area. 

WHAT ADJUSTMENTS ARE NECESSARY TO REMOVE THE COST 

ASSOCIATED WITH THE WASTEWATER CERTIFICATE 

APPLICATION? 

As shown on Schedule B, amortization expense should be reduced by $10,570 to 

remove the Company's proposed amortization of the deferred costs. Additionally, 

as shown on Schedule C-4, working capital should be reduced by $35,603 to 

remove the inclusion of the projected unamortized balance of the deferrals from 

working capital. These are non-utility costs that should not be passed onto the 
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water customers. 

IV. ADJUSTMENTS TO RATE BASE 

Reversal of Proposed Pro Forma Utility Plant Additions 

WMSI HAS REQUESTED A SIGNIFICANT LEVEL OF PRO FORMA 

PLANT ADDITIONS IN THIS CASE. WOULD YOU PLEASE BRIEFLY 

DISCUSS THE COMPANY'S REQUEST? 

Yes. The Company has requested to include post-test year future plant additions 

totaling $2,202,481 in this case. On Company Schedule A-3, page 2 of 2, it has 

broken out this requested $2.2 million as follows: $156,156 to relocate a portion 

of a 12-inch supply main from the bridge to the main island; $272,250 for various 

water plant process improvements; $450,000 to acquire land for a new storage 

tank and water treatment; $970,900 to replace the existing ground storage tank 

and aerators; $330,675 to replace or rehabilitate electrical equipment; and $22,500 

to upgrade distribution system components. As part of these various plant 

addition projects and improvements, the Company has also reflected pro forma 

plant retirements in its filing totaling $180,409. The net impact on plant in 

service that is proposed by the Company is an increase in plant in service of 

$2,022,072. 

Of the assets the Company would be required to retire as part of its various plant 

addition and improvement projects, only $47,742 of that has been depreciated, 

leaving a net undepreciated balance for these retirements of $132,667. The high 

portion of undepreciated balance to original cost for many of the assets WMSI is 

proposing to retire is due to the fact that many of these plant assets were installed 
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in 2004. They have only been depreciated for approximately six years on the 

Company's books. As part of its filing, the Company is proposing to recover the 

net undepreciated balance as prudently retired plant resulting in a requested 

annual amortization of $12,879. 

HAS THE COMPANY FULLY SUPPORTED ITS PROPOSED PRO 

FORMA PLANT ADDITIONS IN THIS CASE? 

This issue is addressed by OPC engineering witness Andrew Woodcock. As 

indicated in Mr. Woodcock's testimony, the Company has not provided a 

reasonable level of support for the cost projections that it has incorporated in this 

case for its proposed additions. Prior to allowing for pro forma plant additions 

that go beyond the end of the test year, a reasonable level of support for the 

estimates associated with those costs should be provided. The Company has 

provided no bids or detailed analysis of the cost projections associated with each 

of its proposed plant additions in this case. Again, this is discussed in further 

detail in the testimony of Mr. Woodcock. As part of the Commission's decision in 

this case, it should not essentially give the Company a blank check for extremely 

high level cost projections that it has incorporated in this case for these plant 

additions. The Company should be required to provide a reasonable level of 

support for the proposed pro forma plant additions prior to any of them being 

allowed for inclusion in rate base in this case. 

HAVE YOU MADE AN ADJUSTMENT TO REFLECT THE REMOVAL 

OF THE THESE UNSUPPORTED PRO FORMA PLANT ADDITIONS? 

Yes. As shown on Schedule C-1, page 1 of 2, I reflect the reversal of each of the 
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Company's proposed additions to plant in service as well as the reversal of the 

associated pro forma plant retirements incorporated in this case. Additionally, all 

of the related adjustments, such as the adjustment for pro forma accumulated 

depreciation and pro forma depreciation expense are also reversed on Schedule C- 

1,page 1 of2. 

WHAT ADDITIONAL ADJUSTMENTS ARE NECESSARY TO REVERSE 

THE COMPANY'S PROPOSED PRO FORMA PLANT ADDITIONS AND 

TO REMOVE ALL IMPACTS FROM THIS CASE? 

As shown on Schedule C-1, page 1, line 23,  the Company's proposed amortization 

of prudently retired plant should also be removed at this time. Additionally, the 

amount included for the projected increase in property taxes associated with the 

pro forma plant should also be removed. These pro forma plant additions as well 

as all of the associated adjustments included in the filing by the Company should 

not be allowed before such time as the cost are fully justified and supported. 

DO YOU HAVE ANY CONCERNS WITH THE COMPANY'S 

CALCULATION OF ITS PROPOSED AMORTIZATION OF THE PLANT 

TO RE RETIRED? 

Yes. In calculating its proposed amortization of the plant to be retired, the 

Company appears to have used the formula required by Rule 25-30.433(9) in 

determining the amortization period for recovery, with one exception. In 

calculating the amortization period, the Company used the rate of return of 

5.01%, which is based on the "final requested interest rate from limited 

proceeding Dkt. No. 000694-WU". The Commission's rule states that the amount 
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to be used in the formula calculation is ". . . an amount equal to the rate of return 

that would have been allowed on the net invested plant that would have been 

included in rate base before the abandonment or retirement." The early 

retirements of these plant items that are being proposed by the Company in this 

case will not occur until the time that the proposed pro forma plant additions are 

added. If any recovery of this proposed early retired plant is allowed for as part 

of this proceeding, the rate of retum proposed to be used in this calculation by the 

Company of 5.01% should be replaced with the rate of return that is adopted by 

the Commission in this case. As will be addressed later in this testimony, the 

OPC is recommending a rate of return in this case of 3.85%. Using the 

Company's proposed calculation shown on Schedule B-3, page 5 of 5, if one 

replaces the 5.01% rate of return used by the Company in its calculation with the 

OPC's recommended 3.85% rate of return, the impact would be a $1,552 

reduction in the proposed amortization. 

WHAT IMPACT ON THE REVENUE REQUIREMENT DOES THE 

REMOVAL OF THE PROPOSED PRO FORMA PLANT ADDITIONS 

ALONG WITH ALL OF THE RELATED ADJUSTMENTS HAVE IN THIS 

CASE? 

On Schedule C-I, page 2 of 2, I have estimated the impact on WMSI's requested 

revenue requirement that resulted from the removal of the unsupported pro forma 

plant additions in this case, as well as the related impacts on accumulated 

depreciation, depreciation expense, amortization of retired plant, and property 

taxes. In other words, this schedule shows the impact of removing all of the 

adjustments made by the Company associated with its pro forma plant additions. 
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that this 2006 sale of the trailer was sold to All Pro Trailers for a price of $5,000. 

In response to deposition questions as Late-Filed Exhibit No. 5, being provided as 

Exhibit-(DR-9), Mr. Brown provided a cash deposit slip showing that on March 

30,2006, $5,000 in cash was deposited into one of WMSI's bank accounts for the 

sale of the Econoline backhoe trailer. During 2006, the $7,007.85 trailer that was 

purchased in 2005 was removed from the Company's books. The information 

provided by the Company in Late-Filed Exhibit No. 5 indicates that this 

$7,007.85 trailer was an Econoline backhoe trailer that was purchased from 

Stonehenge Trailers. 

OPC POD 21 asked the Company to provide all documents that pertain to the sale 

or transfer of any asset that were previously owned by WMSI that have been sold 

or transferred to other entities, affiliates or persons since December 3 1, 1992. As 

part of that response, WMSI provided a bill of sale indicating that on December 

22, 2009, WMSI was selling its rights, interest and title of the 2005 Econoline 

trailer to Brown Management Group. The response included a copy of the 

certificate of origin for the vehicle associated with the Econoline trailer that was 

purchased from Stonehedge Enterprises as well as the value of the backhoe trailer 

on its books and an associated sale price of $4,005.51. Apparently, based on this 

document, the Company has shown that it sold the Econoline trailer that was 

purchased from Stonehenge Enterprises in 2005 to Brown Management Group in 

2009. These pages from OPC POD 21 are being provided as Exhibit-(DR-10). 

As indicated above, on the Company's books it shows that the Econoline trailer 

that was purchased from Stonehenge was sold and removed from the Company's 

books in 2006. This is shown on Exhibit-(DR-R), which is an excerpt from 
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WMSI’s response to OPC Interrogatory 1. 

Even more perplexing are the transactions that have occurred with the second 

trailer that was purchased in 2005, specifically the backhoe trailer that was 

acquired from All Pro Trailers for $16,022.08. The information provided by the 

Company in response to OPC Interrogatory No. 1, shows that the Company sold 

this trailer in 2009. The response to OPC Interrogatory No. 8 indicates that this 

sale in 2009 was made to Brown Management Group. That same response shows 

the sale price as $4,005.51. This is the same amount that was identified in 

response to OPC POD-21 associated with a December 22, 2009, sale of the 

Econoline trailer from WMSI to Brown Management Group, Inc. However, in 

Late-Filed Exhibit No. 5, WMSI indicated that on December 22, 2009, it sold the 

backhoe trailer to Brown Management Group for $10,000. However, it appears 

this trailer was in fact sold by WMSI in 2007. 

PLEASE EXPLAIN. 

During the deposition of Gene Brown on August 10, 2010, the OPC questioned 

Mr. Brown regarding the backhoe trailers as well as the purchase and sale of those 

trailers. Mr. Brown agreed to provide a late-filed exhibit addressing the 

acquisition of a backhoe and the transactions associated with the backhoe trailers. 

As a result, Mr. Brown provided Late-Filed Exhibit No. 5. I am attaching this 

late-filed exhibit as Exhibit -(DR-9). As indicated above, the December 22, 

2009, sales amount for the backhoe trailer sale to Brown Management Group is 

identified in that late-filed exhibit as $10,000, and this is inconsistent with 

amounts the Company booked on its books during 2009. However, based on the 
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information provided at the last page of Late-Filed Exhibit No. 5, apparently 

Water Management Services, Inc. actually sold this trailer effective March 31, 

2007. This sale appears to be signed by Gene Brown as President of Water 

Management Services, Inc. and is dated March 3 1,2007. As shown on the second 

to last page of the late-filed exhibit, on August 18, 2010 Gene D. Brown as 

President of Water Management Services, Inc., signed a bill of sale indicating that 

for the price of $10,000 WMSI transferred a 2006 Imperial trailer to Brown 

Management Group, Inc. The bill of sale indicates that "This hill of sale is given 

to document the transfer and three party exchange which occurred on March 31, 

2007, simultaneously with the transfer shown by Ex. 'A' attached." The bill of 

sale also indicates that Mr. Brown is making this effective March 3 1, 2007, and 

that it was actually signed on August 18,2010, which is after the August 10,2010 

deposition of Mr. Brown. 

Also with Late-Filed Attachment 5, the Company provided the actual entries that 

were made on its books at December 22, 2009, to record the sale of the backhoe 

trailer from WMSI to Brown Management Group. However, the same page 

provided indicates that a different accounting entry should have been made 

showing the sale as of March 31, 2007. This purportedly corrected entry is 

identified as being to record the sale of the backhoe trailer to Brown Management 

Group. The Company then provided a correcting entry on the same page. The 

description of the correcting entry states "To record sale of 48KP30HD backhoe 

trailer to Brown Management Group on 3/31/07 instead of 12/22/09 with 

gaidloss on sale recognized". The amounts identified as the balance of this trailer 

in plant in service in the entry and correcting entry is the $16,022.08 backhoe 
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trailer that the Company identified in response to Citizen's POD No. 21 as having 

been sold on December 22, 2009, to Brown Management Group, Inc. for an 

amount of $4,005.51. 

Clearly, there has been a lot of conflicting information provided by the Company 

with regard to these trailers, and it is clear that the Company is moving assets in 

and out of its affiliate, Brown Management Group, Inc. Clearly, it is 

inappropriate that this trailer stayed on the utility's books through December 22, 

2009, when apparently it was sold to a third party in 2007. Additionally, the 

transfer of the Certificate of Title associated with the trailer that was provided in 

Late-Filed Exhibit No. 5 identifies Water Management Services, Inc. as the seller, 

not Brown Management Group, Inc. These transactions further highlight the 

great concerns the Office of Public Counsel has regarding the level of transactions 

and the transfer of assets between WMSI and Brown Management Group, Inc. 

ARE YOU RECOMMENDING ANY ADJUSTMENT ASSOCIATED 

WITH THESE TRAILERS? 

The information provided by the Company in Late-Filed Exhibit No. 5 indicates 

that this asset should have been written off of WMSI's books as far back as 2007. 

Also shown in the information is the fact that depreciation expense recorded in 

the test year on the Company's books included $2,670.35 associated with this 

trailer that apparently was sold back in 2007. On Schedule C-2, I have made 

adjustments to remove the amount that was included in plant in service and 

accumulated depreciation on the Company's books during the test year for the 

trailer, and have also removed the depreciation expense of $2,670. Clearly, the 

52 



1 

2 

3 

4 

5 Q* 

6 

7 

8 A. 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 Q. 

Company should not earn a return on this asset that it did apparently did not own 

during the test year. 

Removal of Two Vehicles from Rate Base 

WOULD YOU PLEASE PROVIDE A BRIEF SUMMARY OF THE 

VEHICLE COSTS THAT ARE INCLUDED IN THE TEST YEAR IN THE 

COMPANY’S FILING? 

The Company’s adjusted test year in this case includes three company owned 

vehicles that are included in plant in service and two vehicles that the Company is 

leasing, for a total of five vehicles. Additionally, the Company has also included 

lease costs associated with a John Deere “Gator” vehicle that the Company has 

essentially purchased through a lease arrangement. By including this leased John 

Deere vehicle, the Company has essentially included costs associated with six 

vehicles for use by its eight employees. In its filing, the Company annualized the 

impact of two new vehicle leases that it entered into during the test year, as well 

as the impact of the lease associated with John Deere utility vehicle. 

As part of its rate base adjustment shown on MFR Schedule A-3, page 2, the 

Company removed 50% of the cost included in rate base associated with the 2008 

GMC Sierra pickup truck that is used by Gene Brown and a 2007 Chevrolet 

Tahoe that is used by Sandra Chase. The Company has indicated in its response 

to OPC Interrogatory 5 that 50% of these two vehicles were used for utility 

related work. 

HAS THE COMPANY JUSTIFIED ITS POSITION THAT 50% OF THE 

53 



1 

2 

3 

4 

5 A. 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 Q. 

20 

21 

22 A. 

23 

24 

2s 

USAGE OF THE 2008 GMC SIERRA PICKUP TRUCK ASSIGNED TO 

MR. BROWN AND 50% OF THE USE OF THE 2007 CHEVROLET 

TAHOE USED BY SANDRA CHASE ARE UTILIZED FOR WMSI WORK 

PURPOSES? 

No, it has not. The Company has been unable to provide any mileage records and 

in fact, does not keep track of such mileage. As justification for the need for Mr. 

Brown to have a Company owned vehicle, the Company indicated in response to 

OPC Interrogatory 5 that Mr. Brown averages four trips per month to St. George 

Island. The response also indicated that the vehicle is used for personal use as 

needed. There was no detailed discussion of why Mr. Brown needs to have the 

use of a Company owned vehicle. 

With regards to the 2007 Chevrolet Tahoe that is utilized by Sandra Chase, the 

Company merely indicated, "It is estimated that 50% of the use is for WMSI". 

The response also indicated that Ms. Chase averages one trip per month to St. 

George Island. The Company provided no further support or justification for the 

need of Ms. Chase to have Company owned vehicle. 

WHAT IS THE COST ON THE COMPANY'S BOOKS OF THE 2008 GMC 

SIERRA WHICH WAS UTILIZED BY MR. BROWN DURING THE TEST 

YEAR? 

The original cost on WMSI's books on this vehicle that is recorded in plant in 

service is $41,870, with the unamortized balance in the test year in this case being 

$26,750, as well as an annual depreciation expense of $6,978. As previously 

mentioned, the Company removed 50% of these costs from the test year as non- 
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used and useful. On Schedule C, I have removed the remaining 50% balance 

from plant in service and accumulated depreciation, and on Schedule B I removed 

the remaining depreciation expense that is incorporated in the Company's adjusted 

test year. It is my recommendation that all of these costs be disallowed. The 

provision of the use of this vehicle is an extra perquisite or benefit that is provided 

to Gene Brown that is not necessary. The Company has not justified the work 

related mileage or the percentage of work related usage that it has left in this case. 

This is a personal vehicle that is used by Gene Brown and should not be included 

on the utility's books. 

I would also like to note that according the Company's 2010 General Ledger 

provided in response to OPC POD 3 ,  on March 10, 2010 this Sierra truck was 

sold to Brown Management Group. During his August 10, 2010 deposition, Mr. 

Brown indicated that the sale of this vehicle to Brown Management Group was a 

management decision. He also indicated that this is no longer his primary vehicle 

and instead a 2008 Chevrolet Tahoe is his primary vehicle. The 2010 General 

Ledger shows that on the same day the GMC Sierra was sold to Brown 

Management Group, WMSI recorded an entry to purchase a 2008 Chevrolet 

Tahoe for $42,579.52. This vehicle is now being used by Mr. Brown as his 

primary vehicle. Based on the deposition of Mr. Brown, Brown Management 

Group still owns the 2008 GMC Sierra. As previously mentioned in my 

testimony, the Company has indicated in response to OPC Interrogatory that 

Brown Management Group, Inc. is a corporation that holds and manages the 

investments of Gene Brown, all of which are passive. Given that all of these 

investments are passive, I am unsure of the reasons for Brown Management 
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Group, Inc. buying and retaining the vehicles from WMSI while at the same time 

WMSI purchasing a new vehicle to be assigned to Gene Brown. 

WHAT AMOUNT IS INCLUDED IN THE FILING FOR THE 2007 

CHEVROLET TAHOE THAT IS UTILIZED BY SANDRA CHASE? 

The test year plant in service included on the Company's General Ledger includes 

$30,413 for this vehicle, with an average test year undepreciated balance of 

$26,189. The depreciation expense recorded during the test year on this vehicle 

was $5,069. The Company removed 50% of these amounts on its Schedule A-3, 

page 2 of 2, as non-used and useful. On Schedule B I have removed the 

remaining 50% of the amount included in plant in service and in accumulated 

depreciation, and on Schedule B I removed the remaining depreciation expense 

from the test year. The Company has not provided any information that would 

justify Ms. Chase needing a Company owned vehicle for her use on a full time 

basis. Additionally, based on documentation provided by the Company, this 

vehicle is not even owned by WMSI. It is titled to Sandra Chase. 

WHAT HAS LED YOU TO THE CONCLUSION THAT THIS VEHICLE 

IS ACTUALLY OWNED BY SANDRA CHASE AND NOT OWNED BY 

WMSI? 

OPC POD 27 asked the Company to provide a copy of the invoices for all of the 

Company owned vehicles. I am attaching the documentation that was provided 

with the response that pertains to the 2007 Chevrolet Tahoe that is assigned to 

Sandra Chase as Exhibit_(DR-ll). As shown on the last page of this exhibit, the 

vehicle was purchased by Sandra Chase with a delivery date of June 18, 2008. 
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She is identified as the owner and purchaser of this vehicle. Also shown on this 

exhibit is a lien and title information sheet from Envision Credit Union that shows 

Sandra Chase as the owner of the vehicle, and indicates that a lien was assigned to 

the vehicle by Envision Credit Union on February 18, 2009. The name of the 

borrower that is identified is Sandra Chase, with Dan Chase as the co-borrower. 

This loan is discussed in further detail at the end of this testimony under the 

section pertaining to long-term debt costs. Also provided was a copy of a fund 

advance voucher paid to Sandra Chase and Dan Chase on the vehicle from 

Envision Credit Union on February 18, 2009, at an annual percentage rate of 

5.75% for a loan amount of $20.000. 

As part of the POD response, the Company also provided a Bill of Sale that was 

signed by Sandra Chase that states "In consideration of the sum of twenty 

thousand dollars ($20,000), receipt of which is hereby acknowledged, Sandra M. 

Chase hereby sells all of her rights, title and interest to Water Management 

Services, Inc. in the following vehicle." This bill of sale then identifies the 2007 

Chevrolet Tahoe and indicates it is subject to the lien in favor of Envision Credit 

Union. This bill of sale is signed by Sandra Chase and is dated February 18, 

2009. While the Company has apparently provided a bill of sale that was signed 

by Ms. Chase, Mr. Brown agreed in his deposition that the title on the vehicle is 

still in the name of Ms. Chase. Additionally, the documentation provided shows 

that the loan on the vehicle was provided to Ms. Chase, not to WMSI. Mr. Brown 

did indicate in his August 10, 2010 deposition that the Company is making 

payments on the loan, however, the vehicle was initially acquired by Ms. Chase, 

is used by Ms. Chase and is still titled to Ms. Chase as well as the loan being 
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shown as being the obligation of Ms. Chase. 

HOW IS THIS VEHICLE RECORDED ON THE COMPANY'S BOOKS? 

The Company's 2008 General Ledger that was provide in response to OPC POD 

3, shows that the Company increased its transportation equipment account in plant 

in service by $30,413 on June 18,2008, for the used 2007 Chevrolet Tahoe. This 

is the date that Ms. Chase purchased the vehicle in her own name as shown on the 

final page of Exhibit -@R-1). While the Company has purportedly provided a 

bill of sale indicating that Ms. Chase has sold her rights and interest to WMSI for 

the vehicle, that bill of sale indicates that those rights were sold for $20,000 on 

February 19,2009, not for $30,413 in June of2008. 

This vehicle should be removed fully from this case for several reasons. First, as 

demonstrated above, the Company does not actually own this vehicle and the lien 

is not in the Company's name. Additionally, the Company has not justified the 

need for Ms. Chase to have a Company owned vehicle. Thus, I am 

recommending that all of the cost be removed from the test year. 

DO YOU HAVE ANY ADDITIONAL CONCERNS WITH THE LEVEL OF 

TRANSPORTATION RELATED COSTS RECORDED DURING THE 

TEST YEAR? 

Yes. There were numerous amounts booked by WMSI during the test year 

associated with the purchase of gas and mileage reimbursements to employees. 

Since the Company does not keep mileage logs, I was unable as of this time to 

evaluate the reasonableness of those costs. 
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Offset to State Park Assets for Transfer of Rental Rights 

ARE YOU RECOMMENDING ANY ADDITIONAL ADJUSTMENTS TO 

THE PLANT IN SERVICE BALANCE IN THIS CASE? 

Yes. During 2006, the Company increased plant Account 331-Transmission and 

Distribution Mains by $227,977 for work that was performed by Scruggs 

Contracting, Inc. ("Scruggs") at the State park on St. George Island. While the 

total amount owed to Scruggs Contracting, Inc. for the State park project was 

$227,977, which is the amount the Company booked to plant in service in 2006, 

the Company actually paid $100,000 less for this project. I recommend the 

amount included in plant in service in Account 331-Transmission and Distribution 

Main be reduced by $100,000, 

HOW DID IT RESULT THAT THE COMPANY PAID SCRUGGS $100,000 

LESS FOR THE PROJECT THAN WHAT IT OWED FOR THE 

PROJECT WORK? 

On Exhibit -(DR-12), I am including a copy of relevant documents that were 

provided by WMSI in response to OPC POD21 regarding this transaction. 

According to a Memo of Agreement between Water Management Services, Inc. 

and Scruggs Contracting, Inc. that was made in 2006, WMSI received a $100,000 

credit on the bill that was owed to Scruggs as a result of WMSI assigning its 

rights, title and interest in and to certain leases between WMSI and Nextel as well 

as WMSI's rights, title and interest in and to any further cell tower leases that may 

be negotiated for equipment to be placed on the Company's elevated tank site. In 

other words, in lieu of being required to pay Scruggs $100,000, WMSI assigned 

all future rental income associated with outside entities attaching assets on 
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WMSI's elevated tank to Scruggs. This elevated tank is included in rate base and 

is being paid for by WMSI's water customers. Absent the assignment of these 

future lease payments and lease rights to Scruggs, ratepayers would have received 

the benefit of any rental income due to the fact that the rental income is a result of 

items being attached to utility owned property that is include rate base. Since 

ratepayers will no longer receive the benefit of current and future rental income 

associated with the attachments to the elevated tank, at a minimum the benefit of 

the $100,000 offset to the State park project cost should be reflected as an offset 

to plant in service in this case. The amount included in plant in service associated 

with the State Park Project should not exceed the amount that was actually paid 

by WMSI for that project, particularly as the Company has given up the future 

rental rights on another utility related asset. 

WHAT ADJUSTMENT IS NEEDED TO REFLECT YOUR 

RECOMMENDATION? 

As shown on Schedule C-2, I recommend that plant in service be reduced by 

$100,000. I have also removed the amount included in depreciation expense in 

the 2009 test year on the $100,000 plant balance, which would be $2,326. 

Additionally, I have removed the estimated build up of accumulated depreciation 

on the $100,000 that would have occurred from 2006 through 2009. The net 

impact is a $93,023 reduction to rate base and a $2,326 reduction to depreciation 

expense. I also recommend that the Commission require the Company to write- 

off $100,000 of the balance included in Plant Account 331-Transmission and 

Distribution Main to insure that the Company does not receive future recovery on 

these costs. 

60 



5 

6 

I 

8 

9 

10 

I 1  Q. 

12 

13 

14 

15 

16 

17 A. 

18 

19 

20 

21 

22 

23 

24 

25 

This would also include reversal of the proposed plant retirements. Using the 

OPC's recommended rate of return in this case of 3.85%, the impact is a $149,033 

reduction to revenue requirement. Each of the impacts of reversing these 

adjustments has been flowed through my summary schedules, specifically 

Schedules A, B and C in this case and has been reflected in the OPC's overall 

revenue requirement in this case. However, I also presented Schedule C-I, page 2 

of 2, so that the Commission can see the impact that is specifically related to the 

reversal of the Company's proposed pro forma plant adjustment. 

Remove Affiliate Asset From Utility Plant 

YOU PREVIOUSLY MENTIONED IN THIS TESTIMONY THAT YOU 

HAVE SEVERAL CONCERNS WITH THE TRANSFER OF ASSETS 

BETWEEN THE UTILITY OPERATIONS AND BROWN 

MANAGEMENT GROUP, INC. ARE YOU RECOMMENDING ANY 

SPECIFIC ADJUSTMENTS IN THIS CASE ASSOCIATED WITH ANY 

ASSETS THAT HAVE BEEN TRANSFERRED? 

Yes. Several transactions the Company has entered into between with its affiliate, 

Brown Management Group, and even an outside party with regard to backhoe 

trailers that were, at one point, on the utility's books and records are highly 

questionable. The Company's response to OPC Interrogatory 1 shows that during 

2005 WMSI purchased two separate backhoe trailers, one for $7,007.85 and one 

for $1 6,022.08. The relevant pages are provided as Exhibit-@R-8). 

The same response shows that the Company sold one of these trailers, the one 

valued at $7,007.85, in 2006. The response to OPC Interrogatory No. 8 indicates 
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IS THERE AN ALTERNATIVE APPROACH THE COMMISSION 

COULD TAKE WITH REGARDS TO THIS ISSUE? 

Yes. The Commission could also consider amortizing the $100,000 associated 

with WMSI's sale of the rental income rights to ensure that the amounts are 

flowed to ratepayers over a future period of time. This would compensate them 

for the lost revenues. This would be an alternative to reducing plant in service by 

the $100,000. 

HOW DID THE COMPANY ACCOUNT FOR THE $100,000 ON ITS 

BOOKS? 

In Late-Filed Exhibit No. 16, the Company provided the accounting treatment of 

the $100,000 offset to the amount it owed Scruggs. When the item was booked 

on June 30, 2006, the Company debited accounts payable-Scruggs for the 

$100,000 and credited miscellaneous income by $1 00,000. The description 

provided with the entry on the Company's ledger states "To record forgiveness of 

$100,000 of debt in return for a leasehold interest given Scruggs." The Company 

should not be permitted to earn a return on this $100,000 that it has included in 

plant in service in this case. 

Working Capital 

THE COMPANY'S FILING INCLUDES $181,157 IN RATE BASE FOR 

WORKING CAPITAL. ARE YOU RECOMMENDING ANY 

ADJUSTMENTS TO THIS AMOUNT? 

Yes. I am recommending six separate adjustments to the Company's proposed 

working capital balance. Each of my adjustments is shown on Schedule C-4. 
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WOULD YOU PLEASE DESCRIBE EACH OF THE ADJUSTMENTS TO 

WORKING CAPITAL YOU ARE RECOMMENDING? 

Yes. As shown on Schedule C-4, I am recommending total reductions to the 

Company's working capital request of $133,213, resulting in an adjusted working 

capital for inclusion in rate base of $47,944. Each of my recommended 

adjustments is presented below: 

As discussed previously in this testimony, the Company's proposed deferred 

Wastewater Certificate Application cost should be rejected and these should 

have been written-off as non-utility costs on the Company's books. 

Consequently, I have removed the $35,603 average test year balance the 

Company included in working capital in its request. 

The Company's working capital request includes the average unamortized 

debt discount and expense balance of $112,034. These debt costs are 

included in the Company's capital structure and in the calculation of the long- 

term debt rate being applied in this case. As a result, they should not also be 

included in the working capital request otherwise double recovery of these 

costs would occur. 

The total balance of the unamortized prior rate case expenses included in 

working capital of $17,983 should be removed. While the Company has 

indicated in its response to OPC Interrogatory 64 that this balance should be 

reduced by $5,891 to a level of $12,092, it is my position that the entire 

balance should be removed. This amount is fully amortized and working 

capital should not include both the average costs that are projected for the 

current rate case and the unamortized balance during the test year of the cost 

of the prior rate case. Since I have left the average balance of the projected 
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current rate case expense in working capital, the balance associated with the 

prior rate case should be excluded. 

As previously discussed in this testimony, I have recommended that the 

Company's proposed rate case expense in this docket be reduced by $3,172 to 

remove the costs associated with the preliminary evaluation. Consequently, 

50% of this amount should also be reduced from the working capital request. 

This results in a recommended reduction in the average balance included in 

working capital for the current rate case of $1,586. 

As discussed previously in this testimony, I have recommended that the cost 

included in the test year for the Key Man Life Insurance policy of $12,016 be 

removed and instead be treated as non-utility costs. I have assumed that the 

prepaid insurance balance included by the Company in working capital would 

include 50% of this annual expense level reflecting that on average half of the 

total annual cost would be prepaid during the year. Consequently, I have 

reduced working capital by $6,008 to remove my estimated prepaid insurance 

amount from working capital associated with this insurance. 

Finally, the Company has reduced its working capital request by $40,000 

identified as operating reserves. This is the average amount the Company 

would have recorded on its books as the liability for its proposed executive 

deferred compensation plan costs. As those deferred compensation plan costs 

should be disallowed, I have also removed the Company's offset to working 

capital for the average balance, which increases working capital by $40,000. 

Non-Used and Useful Plant Adiustment 

OPC WITNESS ANDREW WOODCOCK'S TESTIMONY INDICATES 
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rHAT ONLY 54.9% OF THE COMPANY'S DISTRIBUTION SYSTEM IS 

USED AND USEFUL. HAVE YOU QUANTIFIED THE IMPACT OF HIS 

FINDINGS? 

Yes. On Schedule C-5, I have quantified the impact of removing 45.1% of the 

Transmission and Distribution mains recorded in Account 331.4 as non-used and 

useful. This is based on the recommendation of OPC witness Woodcock. As 

shown on Schedule CO-5, plant in service should be reduced by $1,059,878 and 

accumulated depreciation should be reduced by $472,904 to reflect the impact of 

Mr. Woodcock's recommendation, resulting in a net reduction to rate base of 

$586,975. Additionally, depreciation expense should be reduced by $16,912 to 

remove the non-used and useful portion. In deriving the impacts, I have also 

taken into consideration the non-used and useful adjustment incorporated in 

WMSI's filing to Account 33 1.4. 

V. RATE OF RETURN - REVISIONS TO LONG TERM DEBT COST 

AND RATES 

ARE YOU RECOMMENDING ANY REVISIONS TO THE RATE OF 

RETURN PRESENTED BY WMSI IN THIS CASE? 

Yes. I am recommending several modifications. WMSI has proposed an overall 

rate of return of 5.01%, which incorporates an average long term debt rate of 

4.99%. I am recommending an overall rate of return for WMSI of 3.81%, which 

incorporates a long term debt rate of 3.78%. In deriving the long term cost rate of 

3.78%, I incorporated three separate modifications to the Company's calculation 

of its long term debt cost. 
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WHAT SPECIFIC ADJUSTMENTS DO YOU RECOMMEND? 

My recommended modifications to the calculation of the long term debt cost rate 

are presented on page 2 of Schedule D. On this page, I first present the 

Company's proposed calculation of the long term debt cost rate, followed by my 

recommended calculations. The first modification I recommend is that the 

amount included for a loan with Envision Credit Union be disallowed. The 

Company's calculation included a 13-month average outstanding balance for this 

loan of $15,711 at a cost rate of 5.75%. The entire amount of this loan should be 

removed in determining the long term debt rate. 

WHY SHOULD THIS LOAN BE REMOVED? 

This loan is with an employee of WMSI, not WMSI. As indicated previously in 

this testimony, the Company has included in plant and service the cost associated 

with a 2007 Chevrolet Tahoe that is actually owned by Sandra Chase. I am 

providing the long term debt support documentation provided by the Company in 

response to OPC POD 8 that is specific to this Envision Credit Union loan as 

Exhibit-(DR-13). Based on the actual loan documentation provided by the 

Company, the loan with Envision Credit Union is for the 2007 Chevrolet Tahoe 

that is owned by Sandra Chase and the loan is made out to Sandra Chase, with 

Dan Chase as co-borrower on the loan. During his August 10 deposition, WMSI 

President Gene Brown indicated that WMSI is making the payments on this loan. 

However, it is clear from the documentation that has been provided that the loan 

has been made to Sandra Chase and is associated with the vehicle that is also 

owned by Sandra Chase. Consistent with my recommendation previously 

addressed in this testimony that the entire cost of the 2007 Chevrolet Tahoe be 
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removed from plant in service, the debt cost included by the Company in 

calculating its long term debt rate should also be removed. This removal is 

reflected on line 8 of Schedule D, page 2 of 2. 

WHAT IS THE NEXT ADJUSTMENT YOU 

THE CALCULATION OF THE LONG TERM DEBT COST RATE? 

As shown on line 9 and in footnote (b) of Schedule D, page 2 of 2, I recommend 

that the Capital City loan reflected in the Company's schedule be removed. The 

Company's filing incorporated a 13-month average outstanding balance for the 

loan of $27,492 at a cost rate of 6.61%. Based on the long term debt loan 

documentation provided in response to OPC POD 8, this loan is for the 2009 

GMC Sierra that was used by Gene Brown during the 2009 test year. As 

indicated previously in this testimony, I recommend that this vehicle be removed 

from plant in service. Additionally, I recommend that the associated debt be 

removed in determining the cost of long term debt to incorporate in the filing. 

This vehicle, as well as the associated loan, is for the benefit of the President of 

WMSI and should not be the burden of ratepayers. 

RECOMMENDING TO 

WHAT IS THE FINAL ADJUSTMENT YOU ARE RECOMMENDING TO 

THE CALCULATION OF THE LONG TERM DEBT COST RATE? 

In its filing at MFR Schedule D-5 Interim, WMSI shows that during the test year 

it had a loan outstanding with Gulf State Bank with the 13-month average 

principle amount outstanding during the test year being $2,849,020. To the best 

of my knowledge, this loan is still in place, The rate on that loan with Gulf State 

Bank is 4.25%. In its calculation of the proposed long term debt cost rate on 

66 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 Q. 

18 A. 

19 

20 

21 

22 

23 

24 

25 

MFR Schedule D-5, the Company has proposed to replace this 4.25% cost rate 

loan with Gulf State Bank with a loan with Citizen's State Bank of $5 million at a 

cost rate of 6.65%. According to the direct testimony of WMSI witness Gene 

Brown, at page 8, this new loan will be used to pay for the proposed pro forma 

plant additions that are incorporated in this case as well as to refinance ". . . all of 

the utility's existing debt except the state revolving fund loan administered by 

DEP which was used for the new supply main." Mr. Brown further indicates that 

it is ". . . necessary and prudent to refinance all of our existing debt at current 

market rates, except for the state revolving fund loan which is at 3%." As shown 

on Schedule D, page 2 of 2, at line 10, I recommend that the proposed Citizen's 

State Bank loan at a projected cost rate of 6.65% be removed and instead be 

replaced with the actual test year 13-month average outstanding balance of the 

loan with Gulf State Bank at a rate of 4.25%. In other words, I am recommending 

that the currently existing loan should he reflected in the test year cost of debt 

with the projected new loan removed from the test year. 

WHY DO YOU RECOMMEND THAT THIS REXISION BE MADE? 

1 am recommending that the proposed new loan he replaced in determining the 

long term debt cost rate with the existing loan for several reasons. First, the 

Company is proposing to refinance the existing loan with a significantly higher 

cost loan. Thus, I do not understand how the Company can contend that it is 

prudent to refinance the existing debt at the current market rates, particularly as it 

is projecting that the current market rates are substantially higher than the existing 

rate it currently has. Additionally, the Company has not supported the proposed 

cost rate on the new debt that it has incorporated in its filing. 
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WHAT INFORMATION HAS THE COMPANY PROVIDED TO 

SUPPORT THE 6.65% COST RATE INCORPORATED IN ITS 

CALCULATIONS? 

The bank loan commitment letter provided by WMSI in response to OPC POD-7 

is being provided with this testimony as Exhibit-(DR-14). The Company 

provided a copy of its "conditional written commitment" from Citizen's State 

Bank dated May 14, 2010. The document from Citizens State Bank indicates that 

the bank has agreed to make a $5 million loan to WMSI, provided that certain 

conditions are met. These conditions include that the Commission grant a rate 

increase to the Company that will allow it to pay the debt service on the loan in 

addition to all of the Company's ordinary and reasonable expenses, that the United 

States Department of Agriculture provide the bank with at least an 80% guarantee 

for the loan, and that the Florida Department of Environmental Protection agree to 

subordinate its lien on WMSI's supply main so that Citizens State Bank would 

have first lien against all of WMSI's assets, including all of its revenue and cash 

flow. The document indicates that the purpose of the loan would be to provide 

funds to repay all of WMSI's debt except for the DEP state revolving fund loan 

and to finance construction of approximately $2.2 million of new capital 

improvements. In addressing the term and the rate for the loan, Citizens State 

Bank indicates that "The term and rate for the loan will be based upon market 

conditions in effect at the time of written commitment after the above-referenced 

conditions are met." No additional information or elaboration on what the rates or 

the term on the loan would be was provided in the document. When asked in his 

August 10, 2010 deposition, Gene Brown said that the bank told him the rate 

would be no less than 6.25%. However, he had no documentation to confrm this 
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amount. WMSI has provided no support for the 6.65% rate incorporated in its 

filing. Additionally, the 6.65% rate seems high considering current market 

conditions. 

ARE THERE ANY ADDITIONAL REASONS YOU RECOMMEND 

REMOVING THE PROJECTED NEW LONG TERM DEBT AND 

REPLACING IT WITH THE EXISTING DEBT BALANCE 

OUTSTANDING AND DEBT RATE? 

Yes. As previously indicated in this testimony and also supported by the 

testimony of OPC witness Andrew Woodcock, the Company has not provided a 

reasonable level of support for the pro forma plant additions it has incorporated in 

this case. The main purpose of the proposed new debt is to finance the 

construction of the new capital improvements. The OPC has recommended that 

the plant additions associated with the capital improvements be rejected by the 

Commission until such time as the Company can provide a reasonable level of 

support. Consistent with that recommendation, the proposed new debt to finance 

those plant additions should also be excluded. The test year outstanding debt 

balance and cost rates should be utilized in determining the overall effective long 

term debt cost rate to incorporate in this case. 

DOES THIS CONCLUDE YOUR TESTIMONY? 

Yes. 
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APPENDIX I 
OUALIFICATIONS OF DONNA RAMAS 

Q. WHAT IS YOUR OCCUPATION? 

A. I am a certified public accountant, licensed in the State of Michigan, and senior 

regulatory consultant in the firm of Larkin & Associates, PLLC, Certified Public 

Accountants, with offices at 15728 Farmington Road, Livonia, Michigan. 

Q. 

A. 

PLEASE DESCRIBE YOUR EDUCATION AND EXPERIENCE. 

I graduated with honors from Oakland University in Rochester, Michigan in 1991. I have 

been employed by the firm of Larkin & Associates, PLLC, since 1991. 

As a certified public accountant and regulatory consultant with Larkin & Associates, 

PLLC, my duties have included the analysis of utility rate cases and regulatory issues, 

researching accounting and regulatory developments, preparation of computer models 

and spreadsheets, the preparation of testimony and schedules and testifying in regulatory 

proceedings. I have also developed and conducted five training programs on behalf of 

the Department of Defense -Navy Rate Intervention OEce  on measuring the financial 

capabilities of firms bidding on Navy assets and one training program on calculating the 

revenue requirement for municipal owned water and wastewater utilities. Additionally, I 

have served as an instructor at the Michigan State University - Institute of Public Utilities 

as part of their Annual Regulatory Studies programs. 

I have prepared and submitted expert testimony and/or testified in the following cases, 

most of which were filed under the name of Donna DeRonne: 

1 o f 4  



Arizona: Ms. Ramas prepared testimony on behalf of the Staff of the Arizona Corporation 
Commission in the following case before the Arizona Corporation Commission: Southwest Gas 
Corporation (Docket No. G-0155 1A-00-0309). 

California: Ms. Ramas prepared testimony on behalf of the Division of Ratepayer Advocates of 
the California Public Utilities Commission in the following cases before the California Public 
Utilities Commission: 

San Gabriel Valley Water Company, Fontana Water Division (Docket No. A.05-08-021), 
Request for Order Authorizing the Sale by Thames GmbH of up to 100% of the Common Stock 
of American Water Works Company, Inc., Resulting in Change of Control of California- 
American Water Company (Application 06-05-025), California Water Services Company 
(Docket No. 07-07-001*), and Golden State Water Company (Docket No. 08-07-010). 

Ms. Ramas also prepared testimony on behalf of the Department of Defense in the following 
cases before the California Public Utilities Commission: San Diego Gas and Electric Company 
(Docket No. 98-07-006) and Southem California Edison Company and San Diego Gas & 
Electric Company (Docket No. 05-1 1-008*). 

Additionally, Ms. Ramas prepared testimony on behalf of the City of Fontana in the following 
rate case before the California Public Utilities Commission: San Gabriel Valley Water 
Company, Fontana Water Division (Docket No. A.08-07-009) - Phases 1 and 2. 

Connecticut: Ms. Ramas has prepared testimony on behalf of the Connecticut Office of 
Consumers Counsel in the following cases before the State of Connecticut, Department of Public 
Utility Control: 

Connecticut Light & Power Company (Docket No. 92-1 1-1 l), Connecticut Natural Gas 
Corporation (Docket No. 93-02-04), Connecticut Natural Gas Corporation ( Docket No. 95-02- 
07), Southern Connecticut Gas Company (Docket No. 97-12-21), Connecticut Light & Power 
Company (Docket No. 98-01-02), Southern Connecticut Gas Company (Docket No. 99-04-1 8 
Phase I), Southern Connecticut Gas Company (Docket No. 99-04-18 Phase 11). Connecticut 
Natural Gas Corporation (Docket No. 99-09-03 Phase I), Connecticut Natural Gas Corporation 
(Docket No. 99-09-03 Phase 11), Connecticut Light & Power Company (Docket No. 00-12-01), 
Yankee Gas Services Company (Docket No. 01-05-19), United Illuminating Company (Docket 
No. 01-10-IO), Connecticut Light &Power Company (Docket No. 03-07-02), Southern 
Connecticut Gas Company (Docket No. 03-1 1-20), Yankee Gas Services Company (Docket No. 
04-06-01 *), The Southern Connecticut Gas Company (Docket No. 05-03-17PH01), The United 
Illuminating Company (Docket No. 05-06-04), Connecticut Natural Gas Corporation (Docket 
No. 06-03-04* Phase I), Yankee Gas Services Company (Docket No. 06-12-02PH01*), 
Aquarion Water Company of Connecticut (Docket No. 07-05-19), Connecticut Light & Power 
Company (Docket No. 07-07-01), The United Illuminating Company (Docket No. 08-07-04), 
Connecticut Light & Power Company (Docket No. 09-12-05). 
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Ms. Ramas also assisted the Connecticut Office of Consumer Counsel by conducting cross- 
examination of utility witnesses in the following cases: Southern Connecticut Gas Company 
(Docket No. 08-12-07) and Connecticut Natural Gas Corporation (Docket No. 08-12-06). 

District of Columbia: Ms. Ramas prepared testimony on behalf of the Office of the People’s 
Counsel of the District of Columbia in the following case before the Public Service Commission 
of the District of Columbia: Washington Gas Light Company (Formal Case No. 101 6) and 
Potomac Electric Power Company (Formal Case No. 1076). 

Florida: Ms. Ramas prepared testimony on behalf of the Florida Office of Public Counsel in the 
following cases before the Florida Public Service Commission: 

Southern States Utilities (Docket No. 950495-WS), United Water Florida (Docket No. 96045 1- 
WS), Aloha Utilities, Inc. - Seven Springs Water Division (Docket No. 010503-WU), Florida 
Power Corporation (Docket No. 000824-EI*), Florida Power & Light Company (Docket No. 
001 148-EI**), Tampa Electric Company d/b/a Peoples Gas System (Docket No. 020384-GU*), 
The Woodlands of Lake Placid, L.P. (Docket No. 020010-WS), Utilities, Inc. of Florida (Docket 
No. 020071-WS), Florida Public Utilities Company (Docket No. 030438-EI*). The Woodlands 
of Lake Placid, L.P. (Docket No. 030102-WS), Florida Power & Light Company (Docket No. 
050045-EI*), Progress Energy Florida, Inc. (Docket No. 050078-E1*), and Florida Power & 
Light Company (Docket No. 060038-EI). 

Louisiana: Ms. Ramas prepared testimony on behalf of various consumers in the following case 
before the Louisiana Public Service Commission: Atmos Energy Corporation d/b/a Trans 
Louisiana Gas Company (Docket No. U-27703*). 

New York Ms. Ramas prepared testimony on behalf of the New York Consumer Protection 
Board in the following cases before the New York Public Service Commission: 

New York State Electric & Gas Corporation (Case No. 05-E-1222), KeySpan Energy Delivery 
New York and KeySpan Energy Delivery Long Island (Case Nos. 06-G-1185 and 06-G-1186*), 
Consolidated Edison Company of New York, Inc. (Case No. 06-G-1332*), and Consolidated 
Edison Company of New York, Inc. (Case No. 07-E-0523). 

Nova Scotia: Ms. Ramas prepared testimony on behalf of the Nova Scotia Utility and Review 
Board - Board Counsel in the following case: Halifax Regional Water Commission (W-HRWC- 
R-10). 

Utah: Ms. Ramas prepared testimony on behalf of the Utah Committee of Consumer Services in 
the following cases before the Public Service Commission of Utah: 

PacifiCorp dba Utah Power & Light Company (Docket No. 99-035-IO), PacifiCorp dba Utah 
Power & Light Company (01-035-01*), PacifiCorp dba Utah Power & Light Company (Docket 
No. 01-035-23 Interim (Oral testimony)), PacifiCorp dba Utah Power & Light Company (Docket 
No. 01-035-23**), Questar Gas Company (Docket No. 02-057-02*), PacifiCorp (Docket No. 04- 
035-42*), PacifiCorp (Docket No. 06-035-21 *), Rocky Mountain Power (Docket Nos. 07-035- 
04,06-035-163 and 07-035-14), Rocky Mountain Power (Docket No. 07-035-93), Questar Gas 
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Company (Docket No. 07-057-13*), Rocky Mountain Power (Docket No. 08-035-93*), Rocky 
Mountain Power (Docket No. 08-035-38*), Rocky Mountain Power Company (Docket No. 09- 
035-23), Questar Gas Company (Docket No. 09-057-16**), and Rocky Mountain Power 
Company (Docket No. 10-035-13). 

Vermont: Ms. Ramas prepared testimony on behalf of the Vermont Department of Public 
Service in the following cases before the Vermont Public Service Board: Citizens Utilities 
Company -Vermont Electric Division (Docket No. 5859), Central Vermont Public Service 
Corporation (Docket No. 6460*), and Central Vermont Public Service Corporation (Docket No. 
6946 & 6988). 

Washington: Ms. Ramas prepared testimony on behalf of the Public Counsel Section of the 
Washington Attorney General’s Office in the following case before the Washington Utilities and 
Transportation Commission: PacifiCorp (Docket No. UE-090205**). 

West Virginia: Ms. Ramas has prepared testimony on behalf of the West Virginia Consumer 
Advocate Division in the following cases before the Public Service Commission of West 
Virginia: Monongahela Power Company (Case No. 94-0035-E-42T), Potomac Edison Company 
(Case No. 94-0027-E-42T), Hope Gas, Inc. (Case No. 95-0003-G-42T*), and Mountaineer Gas 
Company (Case No. 95-001 l-G-42T*). 

* Case Settled 
** Testimony not filedhbmitted due to settlement 
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WATER MANAGEMENT SERVICES, INC. 

Test Year Ended December 3 1,2009 

Calculation of Revenue Requirement 

Line 
No. 

1 

2 
3 
4 
5 
6 
7 

8 

9 

10 

- Description 

OPERATING REVENUE 

Operation & Maintenance 
Depreciation, Net of CLAC Amort. 
Amortization 
Taxes Other Than Income 
Provision for Income Taxes 
OPERATING EXPENSES 

NET OPERATING INCOME 

RATE BASE 

RATE OF RETURN 

(2) 
Utility 

Adjusted 
Test Year 

(3) 

OPC 
Adiustments 

1,301,667 

1,233,105 
225,645 

38,066 
109,666 

1,606,482 

(304,815) 

6,146,523 

-4.96% 

(241,243) 
(79,865) 
(23,449) 
(5,787) 

(3,018,417) 

Docket No. 100104-WU 
Exhibit 
ScheduLA 

(DR-I), page 1 of 20 

(4) (5) (6) 
Per OPC Annual 
Adjusted Revenue Revenue 

Balance Increase Requirement 

1,301,667 78,419 1,380,086 

991,862 99 1,862 
145,780 145,780 
14,617 14,617 

103,879 3,529 107,408 
- 

1,256,139 

45,528 

3,128,106 

1,259,667 

120,418 

3,128,106 

3.85% 

(7) 

Column (3) 
Reference: 

Schedule B 

Schedule B 
Schedule B 

Schedule C 

Schedule D 



WATER MANAGEMENT SERVICES, INC. 

Test Year Ended December 31,2009 

Schedule of Adjustments to Operating Incame 

Line 
NO. - 

I 
2 
3 
4 
5 
6 
7 
8 
9 

I O  
11 
I2 
13 
14 

15 
I6 
17 
18 
19 
20 
21 

22 
23 
24 

25 

DocketNo. 100104-W 
Exhibit-(DR-I), page 2 of20 
Schedule 9 

Description Amount 

Adjustments to O&M Expense: 

Allocation of Employee Costs to Affiliated Operations 
Allocation of Rent Expense to Afiliated Operations 
Reduction to Accounting Sewices Costs 
Reduction to Engineering S w i m  Expense 
Remove DEP Refmancing Consulting Costs 
Ranove NOD-Recurring Conhact labor Costs 
Remove Out of P a i d  PSC Repm Preparation Costs 
Rernave Amortktion of Prior Rate Case (fully amortized) 
Reduction to Rate Case Expense 
Reduction to Salary Expense 
Remove Executive Defmed Compensation Plan Expense 
Remove Key Man Life Insurance Policy Costs 
Adjushnent to Normalize Employee T n h h g  Casts 
Total adjustment to O&M Expense 

(32,2 19) 
(2,250) 

(14,333) 
(42,500) 

(2,500) 
(1,250) 
(3,198) 

(24,184) 
(3,172) 

(21,870) 
~80,000) 
(12,015) 

(1,752) 
(241,243) 

Schedule 9-1 
Schedule 9-2 
Schedule 9-3  
Schedule B 4  
Testimony 
Testimony 
Testimony 
Testimony, MFR 9-5 
Schedule 9-5 
Schedule 9-6  
Schedule 9-7  
Testimony Intmag. 55 
Schedule 9-8 

Adjustments to Depreiation: 
Reversal Dmeciation on ProForma Plant Additions and Related Retirements (5  1,934) Schedule C-1 
Remove Asset Not Owned hy WMSl 
Offset to State Park Ass& for Transfer of Rental Rights 
Remove NOD-Used & Useful Disbihution Plant 
Remove Remainder of Truck Assigned to G. Bmwn 
Remove Remainder ofTmck Assigned to S. Chase 
Total adjusment lo Depreciation Expense 

(2,670) Schedule C-2 
(2,326) Schedule C-3 

116.912) ScheduleC-5 

Adjustments to Amortization: 
Reverse Amoribtion of Prudently Retired Plant (12,879) ScheduleC-l 
Remove Amortization of Wastewater Cenificate Application Expense (10,570) Testimony 
Total adjustments to Amortization Expense (23,449) 

Adjustments to Taxer Other Than Income 
Reversal of Pr- Taxes on Rofoma Plant Additions (5,787) ScheduleC-l 



WATER MANAGEMENT SERVICES, INC. 

Test Year Ended December 3 1,2009 

Allocation of Salary and Wages to Affiliated Entities 

Docket No. 100104-WU 
Exhibit-(DR-1), page 3 of 20 
Schedule B-1 

Line 
No. Description Amount Reference: - 

1 
2 
3 

4 
5 
6 

7 
8 
9 

IO 

11 
12 
13 

14 

Gene Brown: 
Salary of Gene Brown in Adjusted Test Year 
Group Insurance Expense for Gene Brown in Adj. Test Year 
Gene Brown Pension -401 (K)- Expense in Test Year 
Sandra Chase: 
OPC Adjusted Salary of VPiSecretary - Sandra Chase 
Group Insurance Expense for Sandra Chase in Adj. Test Year 
Sandra Chase Pension - 401(K) - Expense in Test Year 
Bob Mitchell: 
Salary of Bob Mitchell in Adjusted Test Year 
Group Insurance Expense for Bob Mitchell in Adj. Test Year 
Bob Mitchell Pension - 401(K) -Expense in Test Year 

Total Salaries and Benefits Expense for Employees who 
Devote Time to Affiliate Operations 

Total Hours - Assumes 42 Hours Total 

Percentage of Time Dedicated to Affiliate Operations 

Allocation of Employee Costs to Affiliates 

40 
5 Hours Applicable to Affiliate Operations 

12.50% 

1 1 1,100 
1,430 
7,092 

60,770 
7,912 
3,535 

56,560 
6,525 
2,828 

OPC Interrog. 40 
OPC Interrog. 45 
OPC Interrog. 46 

Schedule B-6 
OPC Interrog. 45 
OPC Interrog. 46 

OPC Interrog. 39 
OPC Interrog. 45 
OPC Interrog. 46 

251,752 

OPC Interrog. 12 
OPC Interrog. 12 

12.50% 

(32,219) 



WATER MANAGEMENT SERVICES, INC. 

Test Year Ended December 31,2009 

Allocation of Rent Expense to Affiliated Entities 

Docket No. 100104-WU 
Exhibit-(DR-1), page 4 of 20 
Schedule B-2 

Line 
No. Description Amount Reference: 

~ 

1 Rent Expense on Administrative Office in Test Year 18,000 OPC Interrog. 54 

2 OPC Recommended Percentage Allocation to Affiliates 12.50% Schedule B-1 

3 Allocation of Rent Expense to f i l i a t e d  Entities 



WATER MANAGEMENT SERVICES, INC. 

Test Year Ended December 31,2009 

Reduction to Accounting Services Costs 

Line 
No. 

1 
2 
3 
4 
5 

6 
7 

8 

- Description 

2005 Accounting Fees (a) 
2006 Accounting Fees (tax returns and misc. acctg.) 
2007 Accounting Fees (valuation study of water system) 
2008 Accounting Fees (tax returns) 
2009 Accounting Fees (b) 

5 Year Average Accounting Fees 
Accounting Fees in Adjusted Test Year 

Reduction to Adjusted Test Year Accounting Expense 

Docket No. 100104-WU 
Exhibit-(DR-I), page 5 of20 
Schedule B-3 

Amount Reference: 
~ 

10,626 OPC Interrog. 31 
698 OPC Interrog. 3 1 

2,250 OPC Interrog. 31 
535 OPC Interrog. 31 

4,225 OPC Interrog. 3 1 

3,667 
18,000 

(14,333) 

MFR Sch. B-3 & B-9 

Notes: 
(a) 2005 accounting costs include fees for setting up new fmed asset and depreciation program 

(b) 2009 accounting costs include tax return preparation and accounting and bookkeeping 
assistance with GL posting and monthly financial info, audit and tax work. 

assistance. 



WATER MANAGEMENT SERVICES, INC. 

Test Year Ended December 3 1,2009 

Reduction to Engineering Services Expense 

Docket No. 100104-WU 
Exhibit-(DR-1), page 6 of 20 
Schedule B-4 

Line 
No. Description Amount ~ Reference: - ~ 

1 Non-Recurring Engineering Service Expense in Test Year for 
Water System Evaluation 27,500 (a) 

2 Amortization Period for Non-recuning Expenses 5 years 

3 Annual Amortization of Non-Recumng Engineering Expense, per OPC 5,500 

4 Engineering Expense included by WMSI in Adjusted Test Year 48,000 MFR Sch. B-3 

5 Reduction to Engineering Expense (42,500) 

(a) From MFR Sch. B-5, OPC POD 3 (2009 General Ledger) and response to OPC Interrogs. 25 & 26 



WATER MANAGEMENT SERVICES, INC. 

Test Year Ended December 31,2009 

Reduction to Rate Case Expense - Disallow Preliminary Costs 

Docket No. 100104-WU 
Exhibit-(DR-I), page 7 of 20 
Schedule B-5 

Line 
No. Description Amount - 

1 Total Estimated Rate Case Expense, per Company 228,613 
2 
3 

4 Revised Estimated Rate Case Expense to Remove Disallowances 215.925 

Disallow Prelimary Legal Counsel Costs - Rose, Sundstrom & Bentley, PA 
Disallow Prelimary Rate Case Evaluation Costs - Carlstedt, Jackson, Nixon &Wilson 

(3,340) 
(9,348) 

5 
6 Annual Amortization, per WMSl 

Annual Amortization of Revised Amount 53,981 
57,153 

7 Reduction to Rate Case Expense Amortization (3,172) 

SourcdNotes: 

MFR Sch. B-10 



WATER MANAGEMENT SERVICES, INC. 

Test Year Ended December 3 1,2009 

Reduction to VPiSecretary Salary Expense in Test Year 

Line 
NO. - 

1 
2 

3 
4 

5 

6 
7 

8 
9 

10 

11 

Docket No. 100104-WU 
Exhibit-(DR-I), page 8 of 20 
Schedule B-6 

Description Amount Reference: 

VF'iSecretary: (a) 
VF'iSecretary Salary - 2008 59,000 OPC Interrog. 39 

~ 

Wage Increase -limit to 3% 3% 

60,770 OPC Recommended Salary Limitation for Test Year 
Test Year Salary for VP/Secretary 70,000 OPC Interrog. 39 

Recommended Reduction to Salary Expense - VPiSecretary (9,230) 

OperationsiOffice Manager: @) 
Operations/Office Manager Wages - 2008 45,981 OPC Interrog. 39 
Wage Increase - limit to 3% 3% 

OPC Recommended Salary Limitation for Test Year 
Test Year Wages for OperationsiOfice Manager 60,000 OPC Interrog. 39 

Recommended Reduction to Salary Expense - OperationsiOffice Mgr 

47,360 

(12,640) 

(21,870) Total Reduction to Salaries and Wages - 

(a) The salary for this position increased from $59,000 in 2008 to $70,000 in 2009 - an 18.6% increase 
(b) The wages for this position increased from $45,981 in 2008 to $60,000 in 2009 - a 30% increase 



WATER MANAGEMENT SERVICES, N C .  

Test Year Ended December 3 1,2009 

Remove Executive Deferred Compensation Plan Costs 

Line 
No. Description - 

1 

2 

3 

Remove G. Brown Executive Deferred Comp Plan Expense 

Remove S. Chase Executive Deferred Camp Plan Expense 

Adjustment to Remove Executive Deferred Comp Plan Expense 

Docket No. 100104-WU 
Exhibit-(DR-1), page 9 of 20 
Schedule B-7 

Amount Reference: 

(40,000) OPC Interrog. 46 

(40,000) OPC Interrog. 46 

(80,000) 



WATER MANAGEMENT SERVICES, INC. 

Test Year Ended December 31,2009 

Normalize Employee Training Costs 

Line 
No. Description 

1 2007 Employee Training Costs 
2 2008 Employee Training Costs 
3 
4 
5 

6 

2009 Employee Training Costs (Includes $1,903 of travel costs) 
3 Year Average Cost Level 
2009 Test Year Expense Level 

Recommended Reduction to Normalize Employee Training Expense 

Docket No. 100104-WU 
Exhibit-(DR-1), page 10 of 20 
Schedule B-8 

Amount 

125 
262 

2,822 
1,070 
2,822 

Source: 
Response to OPC Interrogatory 48. 2009 employee training costs include $1,903 of 
travel costs for Gene Brown to travel to San Francisco to attend a seminar conducted 
by the American Water Works Association and associated seminar fees of $795. 



WATER MANAGEMENT SERVICES, INC 

Test Year Ended December 31,2009 

Rate Base 

Line 
No. - 

1 
2 
3 
4 
5 
6 
7 
8 
9 

11 
12 

13 

Description 

Utility Plant in Service 
Utility Land &Land Rights 
Less: Non-Used & Useful Plant 
Construction Work in Progress 
Less: Accumulated Depreciation 
Less: CIAC 
Accumulated Amortization CIAC 
Acquisition Adjustments 
Accum. Amort. Of Acq. Adjustments 
Advances for Construction 
Working Capital Allowance 

Total Rate Base 

Docket No. 100104-WU 
Exhibit-(DR-I), page 11 of 20 
Schedule C 
Page 1 of 2 

Utility 
Adjusted OPC 

Balance (A) Adjustments 

10,504,384 (2,138,094) 
540,994 
(46,325) (61 3,443) 

(3,112,251) (133,666) 
(3,228,165) 
1,327,593 

(20,8W 
181,157 (133,213) 

6,146,523 (3,018,417) 

Adjusted 
Rate Base 

8,366,290 
540,994 

(659,768) 

(3,245,917) 
(3,228,165) 
1,327,593 

(20,864) 
47,944 

3,128,106 

SourceMotes: 
(A) MFR Schedule A-l(A) 
OPC Adjustments are presented on page 2. 



WATER MANAGEMENT SERVICES, INC. 

Test Year Ended December 3 I ,  2009 

Schedule of Adjustments to Rate Base 

Line 
No. Description - 

1 
2 
3 
4 

5 
6 
7 
8 
9 

I O  

1 1  
12 
13 
14 

15 

16 

Docket No. 100104-WU 
Exhibit_(DR-I), page 12 of 20 
Schedule C 
Page 2 of 2 

Amount Reference: 

Adjustments to Plant in Service 
Reversal of Post Test Year Plant Additions and Related Retirements 
Remove Asset Not Owned by WMSI 

Total Adjustments to Plant in Service 

Adjustments to Non-Used and Useful Plant 
Remove Non-Used & Usefd Distribution Plant 
Remove Remainder of Truck Assigned to G. Brown - PIS 
Remove Remainder of Truck Assigned to G. Brown - Acc Dep 
Remove Remainder of Truck Assigned to S. Chase - PIS 

Total Net Non-Used and Useful Adjustment 

Adjustments to Accumulated Depreciation: 
Reversal of Post Test Year Plant Additions and Related Retirements 
Remove Asset Not Owned by WMSI 

Total Adjustments to Accumulated Depreciation 

(2,022,072) 
( I  6,022) 

(2.1 38,094) 
Offset to State Park Assets for Transfer of Rental Rights ( I  00,000) 

(586,974) 
(20,935) 

7,560 
(15,207) 

2,112 
(61 3,443) 

Remove Remainder of Truck Assigned to S. Chase - Acc Dep 

151,325 
(10,682) 

133,666 
Offset to State Park Assets for Transfer of Rental Rights (6,977) 

Adjustments to Working Capital: 
Reduction to Working Capital 

Total Adjustments to Working Capital 

(133,213) 

(133,213) 

Schedule C-l 
Schedule C-2 
Schedule C-3 

Schedule C-5 
Testimony, MFR A-3, p.2 
Testimony, MFR A-3, p.2 
Testimony, MFR A-3, p.2 
Testimony, MFR A-3, p.2 

Schedule C-l 
Schedule C-2 
Schedule C-3 

Schedule C-3 



WATER MANAGEMENT SERVICES, INC. 

Test Year Ended December 31,2009 

Reversal of Post Test Year Plant Additions and Related Retirements 

Line 
No. Description 

1 
2 
3 
4 
5 
6 
7 
8 

9 
10 
11 
12 
13 
14 
15 

16 
17 
18 
19 
20 
21 
22 

23 

24 

Remove Unsupported Proforma Plant Additions: 
- Supply Main Extension 
- Water Plant Process Improvements 
- Land Required for Building New Tank & WTP 
- Concrete Ground Storage Tank 
- ReplaceiRehab Electrical System 
- Upgrade Distribution System 
- Reverse Proforma Plant Retirements 

Total Adjustments to Plant In Service 

Remove Proforma Accumulated Depreciation Adjustments: 
- Supply Main Extension 
- Water Plant Process Improvements 
- Concrete Ground Storage Tank 
- ReplaceiRehab Electrical System 
- Upgrade Distribution System 
- Reverse Proforma Plant Retirements 

Total Adjustments to Accumulated Depreciation 

Remove Proforma Depreciation Expense Adjustments: 
- Supply Main Extension 
- Water Plant Process Improvements 
- Concrete Ground Storage Tank 
- ReplaceiRehab Electrical System 
- Upgrade Distribution System 
- Reverse Proforma Plant Retirements 

Total Adjustments to Depreciation Expense 

Remove Amortization of Prudently Retired Plant 

Remove Increase in Property Taxes for Proforma Plant 

Docket No. 100104-WU 
Exhibit-(DR-1), page 13 of 20 
Schedule C-1 
Page 1 of 2 

Amount 

(156,156) 
(272,250) 
(450,000) 
(970,900) 
(330,675) 

(22,500) 
180,409 

(2,022,072) 

180,409 
15 1,325 

(4,462) 
(12,375) 
(24,273) 
(1 6,534) 

(523) 
6,233 

(51,934) 

(12,879) 

(5,787) 



WATER MANAGEMENT SERVICES, INC. 

Test Year Ended December 31,2009 

Reversal of Post Test Year Plant Additions and Related Retirements 
Estimated Revenue Requirement Impact 

Line 
No. Description 

1 
2 
3 

Total Adjustments to Plant in Service from page 1 
Total Adjusbnents to Accumulated Depreciation from page 1 
Total Reduction to Rate Base 

4 

5 Return on Investment 
6 
7 
8 
9 Subtotal 

10 

11 

Rate of Return, per OPC 

Total Adjustments to Depreciation Expense from page 1 
Remove Amortization of Prudently Retired Plant 
Remove Increase in Property Taxes for Proforma Plant 

Impact on Regulatory Assessment Fees 

Impact on Revenue Requirement from Removal of Proforma Plant 
Additions and Related Retirements 

Docket No. 100104-WU 
Exhibit-(DR-1), page 14 of 20 
Schedule C-l 
Page 2 of 2 

Amount 

(2,022,072) 
151,325 

(1,870,747) 

3.85% 

(72,015) 
(5 1,934) 
(12,879) 

(5,787) 
(142,615) 

(149,033) 



WATER MANAGEMENT SERVICES, INC. 

Test Year Ended December 31,2009 

Remove Asset Not Owned by WMSI 

Docket No. 100104-WU 
Exhibit-(DR-1), page 15 of 20 
Schedule C-2 

Lme 
No. Description Amount - 

1 Reduction to Plant in Service to Remove Backhoe Trailer from 
Account 34 1 .OO - Transportation Equipment (1 6,022) 

2 Reduction to Accumulated Depreciation to Remove Backhoe Trailer from 
Account 108.16 - A/D Transportation Equipment - avg. TI Balance (1 0,682) 

3 Remove Depreciation Expense on Backhoe Trailer from Test Year Expenses ( 2,6 7 0 ) 



WATER MANAGEMENT SERVICES, INC. 

Test Year Ended December 3 1,2009 

Offset to State Park Assets for Transfer to Rental Rights 

Docket No. 100104-WU 
Exhibit-(DR-1), page 16 of 20 
Schedule C-3 

Line 
E. 

1 
2 

3 

4 

5 

6 

Description Amount 

2006 Increase in Plant Account 33 1 - Trans. & Dist. Mains for State Park Project 
Amount paid to Contractor for State Park Project 

Reduction in Costs Paid by WMSI as Result of Signing Over Future Rental 

227,977 
127,977 

Income on Communications Equipment Attached to Elevated Tanks [I 
OPC Recommended Offset to Plant in Service 

Reduction to Accumulated Depreciation - 2006 through 2009 (b) 

Reduction to Depreciation Expense (a) 

(100,000) 

(6,977) 

(2,326) 

SourceiNotes: 
Line 1: Response to OPC Interrog. 1 and OPC POD 21. 
Line 2: Response to OPC POD 21. 
(a) Amount calculated based on 43 year life as identified for Account 331 on MFR Sch. A-3. 
(b) Amount calculated as 3 years of accumulated depreciation (Line 6 x 3 years). 



WATER MANAGEMENT SERVICES, INC. 

Test Year Ended December 3 1,2009 

Adjustment to Working Capital 

Docket No. 100104-WU 
Exhibit-(DR-I), page 17 of 20 
Schedule C-4 

Line 
No. 

1 

2 
3 
4 
5 
6 
7 

8 

9 

- Description Amount 

Working Capital, per WMSI 181,157 

Remove Deferred Wastewater Certificate Application Costs 
Remove Unamortized Debt Discount and Expense 
Remove Unamortized Prior Rate Case Expense 
Remove Operating Reserves Offset 40,000 

(35,603) 
(1 12,034) 

(17,983) 

Reduce Deferred Current Rate Case 
Remove Prepaid Insurance - Key Man Life (a) 

(1,586) 
(6,008) 

Adjusted Working Capital, per OPC 47,944 

Reduction to Working Capital (133,213) 

(a) Amount included in average prepaid balance can not be derived from the 
general ledger, so assumes 50% of the annual expense is in prepaids. 



WATER MANAGEMENT SERVICES, INC. 

Test Year Ended December 31,2009 

Remove Non-Used & Useful Distribution Plant 

Line 
E. Description 

1 
2 Percentage Non-Used &Useful 
3 
4 

5 

6 
7 Percentage Non-Used & Useful 
8 
9 

10 

1 1  

12 
13 Percentage Non-Used & Useful 
14 
15 Non-Used &Useful, per Company 

16 

Avg Test Year Plant in Service - Account 331.4 - Trans. & Dis~bution Mains 

Per OPC Non-Used & Useful Plant in Service 
Non-Used & Useful, per Company 

Additional Non-Used and Useful Reduction to Plant in Service 

Avg Test Year Accum. Deprec -Trans. &Distribution Mains 

Per OPC Non-Used & Useful Accumulated Depreciation 
Non-Used & Useful, per Company 

Additional Non-Used and Useful Reduction to Accumulated Depreciation 

Non-Used &Useful Net Plant in Service 

Avg Test Year Accum. Deprec - Trans. & Distribution Mains 

Per OPC Non-Used &Useful Accumulated Depreciation 

Additional Non-Used and Useful Reduction to Accumulated Depreciation 

Non-Used and Useful amount provided by OPC Witness Andrew Woodcock 

Docket No. 100104-WU 
Exhibit-(DR-1), page 18 of 20 
Schedule C-5 

Amount 

2,524,926 MFR Sch. A-5 
45.1% 

1,138,742 
78,864 MFR Sch. A-5 

(1,059,878) 

1,179,405 MFR Sch. A-9 
45.1% 

531,912 
59,008 MFR Sch. A-9 

(472,904) 

(586,974) 

41.673 MFR Sch. B-13 
45.1 % 

18,795 
1,883 MFR Sch. B-13 

(16,912) 



WATER MANAGEMENT SERVICES, INC. 

Test Year Ended December 31,2009 

Rate of  Return 

Docket No. 100104-WU 
Exhibit-(DR-I), page 19 o f 2 0  
Schedule D 
Page I o f 2  

Line 
Ea. Description 

Per WMS OPC Per OPC 
Reconciled to Adj. to Reconciled to Cost Rate Weighted 

Rate Base Rate Base Rate Base Ratio per OPC Cost 

(1)  (2) (3) (4) (5) (6)  
I Long-Term Debt $ 6,046,023 $ (3,018,417) $ 3,027,606 96.79% 3.78% 3.66% 
2 S h o r t - T m  Debt $ 
3 Preferred Stock $ 
4 Customer Depasits $ 100,499 $ 100,499 3.21% 6.00% 0.19% 
5 Common Equity s 

6 Total $ 6,146,522 $ 3,128,105 3.85% 

Source/Notes: 
Col. (1): MFR ScheduleD-l 
Col. (2): See Schedule C 
Col. (5): See page 2 o f 2  for calculation of per OPC long t m  debt rate. 



WATER MANAGEMENT SERVICES, INC. 

Test Year Ended December 31,2009 

Rate of Return 
Calculation of Long-Term Debt Cost Rate 

Line 
E. 

I 
2 
3 
4 
5 
6 
7 

Per WMS Amounts 

Envision 
Capital City Bank 
Citizens State Balk (conditional) 
Dept. of Envir. Pmtectian 
Florida Commercial C.U. 
Fannen & Merchants Bank 
Total 

SaurceiNotes: 
MFR Schedule D-5 Final 

Line 
- No. Description 

Per OPC Amounls 

8 Envision (a) 
9 Capital City Bank (b) 

10 Gulf State Balk ( c) 
11 Dept. ofEnvir. Pmtection 
12 Florida Commercial C.U. 
13 Farmers & Merchants Balk 
14 Total 

Coupon 
Rate 

(1) 

5.75% 
6.61% 
6.65% 
2.99% 
6.00% 
6.85% 

- 

Coupon 

(1) 

5.75% 
6.61% 
4.25% 
2.99% 
6.00% 
6.85% 

Rate 
~ 

Docket No. 100104-WU 
Exhibil-(DR-l), page 20 of 20 
Schedule D 
Page 2 of 2 

13-Month Unamon. Annual Total Effective 
Avg. Amt. Discount Amon. of Interest Cost 

Outstanding (Premium) Discount Interest Cast Rate 

(2) (3) (4) I 5 1  = I I I W  (61=(41+151 (73=(6YK21-13)1 

15,711 24 5 903 908 5.79% 
27,492 78 27 1,817 1,844 6.73% 

5,000,000 332,500 332,500 6.65% 
4,819,571 84,560 7,047 144,105 151,152 3.19% 

18.369 84 19 1.102 1.121 6.13% 
38,695 240 268 2,651 2,919 7.59% 

9,919,844 84,986 7,366 483,079 490,445 4.99% 

13-Month Unamort. Annual Total Effective 
Avg. A m .  Discount Amon. of Interest Cost 

Outstanding (b) (Premium) Discount Interest Cost Rate 

(2) (3) (4) (51 = (l)n(21 (6)=(4M51 171=(6)U21-(3)1 

2,849,020 17,611 11,741 121,083 132,824 4.69% 
4,819,577 84,560 7,047 144,105 151,152 3.19% 

18,369 84 19 1.102 1,121 6.13% 
38,695 240 268 2,651 2,919 7.59% 

7,725,661 102,495 19,075 268,941 288,016 3.78% 

(a) Loan for 2007 Chevrolet Talwe owned by an employee. Loan is to an employee of WMS, not WMS. Additionally, OPC recalrunends 

(b) Loan is associated with 2009 GMC Sierra used by Gene Brown. OPC recommends this vehicle be removed from plant and the associated 

(c ) Replaces the proposed new loan with existing Gulf Slate Bank loan fmin MFR Schedule D-5 Interim. 

this vehicle be removed from plant in sewice. 

debt be wnoved from the capital stnrchm. 



Listhg of2009 Cash Exchanges behueen WMSI, Brown Management Gmup, he .  
and Gene D. Brawn from WMSI General Ledger 

11512009 Gene D. Brown 
I1912009 Gene D. Bmwn 
11912009 Gene D. Bmwn 

111212009 Gene D. Brown 
111612009 Gene D. Brown 
112012009 Gene D. Bmwn 
112112009 Gene D. Brown 
1/23/2009 Gene D. Bmwn 
1/29/2009 Gene D. Brown 
1/30/2009 Gene D. Brown 
113112009 Gene D. Brown 
21212009 Gene D. Brown 
2/3/2009 Gene D. Brown 
2/4/2009 Gene D. Brown 
21612009 Gene D. Brown 

211012009 Gene D. Brown 
2/1112009 Gene D. Brown 
2112/2009 Gene D. Brown 
211312009 Gene D. Bmwn 
211712009 Gene D. Brown 
2/19/2009 Gene D. Brown 
2/2012009 Gene D. Brown 
2/2012009 Gene D. Brown 
2/23/2009 Gene D. Brown 
2R412009 Gene D. Brown 
2/25/2009 Gene D. Brown 
212612009 Gene D. Brown 
212712009 Gene D. Brown 
212712009 Gene D. Bmwn 

312R009 Gene D. Bmwn 
3/3/2009 Gene D. Brown 
3/4/2009 Gene D. Bmwn 
3/6/2009 Gene D. Brown 
31612009 GeneD. Bmwo 
31912009 Gene D. Brown 

311012009 Gene D. Brown 
311 112009 Gene D. Brown 
311212009 Brown Management Gmup, Inc 
311212009 Gene D. Brown 
311312009 Gene D. Bmwo 
311312009 Gene D. Brown 
311612009 GeneD. Brown 
311712009 Gene D. Brown 
311812009 Gene D. Brown 
311912009 Gene D. Broun 
312012009 Gene D. Brown 
312312009 Gene D. Brown 
312512009 Gene D. Brown 
3/27/2009 Gene D. Brown 
312712009 Gene D. Bmwn 
3/27/2009 Gene D. Bmwn 
3/30/2009 Gene D. Brown 
313112009 Gme D. Brown 

41312009 Gene D. Brown 
4/3/2009 Gene D. Bmwn 
41612009 Brown Management Group, hc 
4/7/2009 Gene D. Brown 
4/8/2009 Gene D. Brown 
4/9/2009 Gene D. Brown 

4/10/2009 GeneD. Brown 
4/13/2009 Gene D. Brown 
411412009 Gene D. Brown 

41112on9 ~ e n e  D. B ~ O W ~  

Debit Am1 Credit Am1 

2,300.00 

1,450.00 
2,300.00 
3,000.00 
6,000.00 
2,300.00 
4,800.00 

2,300.00 
750.00 

2,300.00 
5,000.00 
3,000.00 
1,000.00 
1,500.00 
2,300.00 
6,000.00 
2,500.00 
1,000.00 
2,300.00 
3,700.00 

700.00 
2,300.00 

600.00 
9,000.00 

400.00 
2,000.00 

800.00 
2,300.00 
1,000.00 
5,000.00 

500.00 
1,300.00 
2,300.00 
3,300.00 

14,600.00 
4,000.00 
2,500.00 
1,500.w 
4,500.00 
2,300.00 
1,000.00 
3,500.00 
3,000.00 

500.00 
4,000.00 
2,300.00 
2,300.00 
1,500.00 
2,300.00 

850.00 
3,600.00 

500.00 
3,000.00 

2,300.00 
7,000.00 
1,500.00 
2,100.00 
2,200.00 

1,500.00 

2,200.00 

1.1 00.00 

7,900.00 
2,300.00 
4,300.00 
1,000.00 

1,500.00 

DocketNo. 100104-WU 
Exhibit - (DR-2). Page I of 5 

BMG BMG G. Brown G. Brown 
Debit Credit Debit Credit 

2,300.00 

1,450.00 
2,300.00 
3,000.00 
6,000.00 
2,300.00 
4,800.00 

2,300.00 
750.00 

2,300.00 
5,000.00 
3,000.00 
1,000.00 
1,500.00 
2,300.00 
6,000.00 
2,500.00 
1,000.00 
2,300.00 
3,700.00 

700.00 
2,300.00 

600.00 
9,000.00 

400.00 
2,000.00 

800.W 
2,300.00 
1,000.00 
5,000.00 

500.00 
1,300.00 
2,300.00 
3,300.00 

14,600.00 
4,000.00 
2,500.00 

1,500.00 

2,200.00 

1,500.00 

4,500.00 
2,300.00 
1,000.00 
3,500.00 
3,000.00 

500.00 
4.000.00 
2.300.00 
2,300.00 
1,500.00 
2,300.00 

850.00 
3,600.00 

500.00 
3,000.00 

2,300.00 
7,000.00 

2,100.00 
2200.00 

1,100.00 

7,900.00 
2,300.00 
4,300.00 
1,000.00 



Listing of2009 Cash Exchanges between WMSI, Brown Management Group, hc. 
and Gene D. Brown from WMSI Genenl Ledger 

DocketNo. 100104-WU 
Exhibit - (DR-2), Page 2 of 5 

BMG BMG G. Brown G. B W ~  
Debit Credit Debit Credit 

1,000.00 
2.300.00 

Date Description Debit Amt Credit Aint 
4/16/2009 Gene D. Brown 1,000.00 
4/17/2009 Gene D. Brown 
412012009 cene D. B ~ O W  

412112on9 G ~ W  D. B W ~  
4/2mon9 cene D. B ~ O ~  

4/23/2009 Gene D. Brown 
4/24/2009 Gene D. Brown 
4/27/2009 Gene D. Brown 
412812009 Gene D. Brown 
4/29/2009 Gene D. Brown 
413012009 Gene D. Brown 

5/1/2009 ~ e o e  D. B ~ O W ~  

511~009 ~ e n e  D. Bmwn 
si412009 cent  D. BKW 
5/5/2009 Gene D. Brown 
51~12009 G ~ C  D. Brown 
51snnn9 ~ e n e  D. B W ~  

5/1112009 Gene D. Brown 
s/ii12009 G ~ M  D. B ~ O W D  -PA 
511112009 GeneD. Bmwn 
5113120o9 Brown Management croup, Inc 
5/13/2009 Gene D. Brown 
s11412on9 GW D. B ~ O W  
5/15/2009 Gene D. Brown 
5/15/2009 Gene D. Brown 
5/18/2009 cene D. Brown 
5/19/2009 Gene D. Brown 
5/20/2009 Brown Management Group, hc 
SI2212009 Gene D. Brown 
5/22/2009 Gene D. B m m  
5/26/2009 Brown Management Group, Inc 

512912009 Gene D. Brown 
5/29/2009 Gene D. Brown. Personal 
512912009 Gene D. Bmwn . Personal 

5127~009 cene D. B ~ O W ~  

398.00 
50.00 

6/3/2009 Gene D. Bmwn 
6/5/2009 Gene D. Brown 
6/8/2009 Gene D. Brown 
6/9/2009 Brawn Management Group, Inc 
6/9/2009 Gene D. Brown 

6/10/2009 Gene D. Brown 
6/12/2009 Gene D. Brown 
6/16/2009 Brown Management Group, hc 
6/16/2009 Gene D. Brawn 
6/17/2009 Gme D. Bmwn 
6/18/2009 Gene D. Bmwn 
611912009 GeneD. Brown 
6/19/2009 Gene D. Brown 
6/24/2009 Gene D. Bmwo 
6/25/2009 Gene D. Brown 
6/26/2009 Gene D. Brown 
6/30/2009 Gene D. Brown 
613012009 Gene D. Brown -PA 
7/1/2009 Gene D. Brown 
7/2/2009 Gene D. Brown 

7/3/2009 Gene D. Brown 
7/6/2009 Gem D. Brown 

7/10/2009 Gene D. Brown 
7/13/2009 GeneD. Brown 
7/16/2009 Brown Management Group, Inc 
711612009 GeneD. Brown 
712012009 Gene D. Brown 
7/22/2009 Gene D. Brown 
7/23/2009 Gene D. Brown 

7/2/2009 ~ e n e  D. B T W ~  

7/9/2009 ~ e n e  D. B ~ O W ~  

2,300.00 

2,200.00 
2,500.00 

2,000.00 
4,850.00 
2,300.00 
3,000.00 
1,000.00 

700.00 
100.00 

2,300.00 
3,000.00 
1,500.00 
1 ,ono.oo 
2,300.00 

2,100.00 
2,100.00 

1,500.00 
I ,  io0.00 
1,300.oo 

700.00 

300.00 

2,300.00 
300.00 

2.500.00 
4,000.00 
6,~oo.no 
2,300.00 

1,200.00 
4,ioo.no 
2.300.00 

150.00 

2,350.00 
2,300.00 
2,200.00 
1,500.00 

1,000.00 
4,150.00 

2,300.00 
8,400.00 

100.00 
500.00 

4,300.00 

300.00 
500.00 
700.00 

2,300.00 
1,800.00 

300.00 
500.00 

2,300.00 

2.30o.00 

4on.00 
son.oo 

1,oon.oo 

4,150.00 
650.00 
5no.oo 

500.00 
4,500.00 

3,400.00 
200.00 

1.8oo.oo 

1,500.00 

6,800.00 

I,200.00 

1,500.00 

8,400.00 

650.00 

2,500.00 
2,200.00 
2,000.00 
4,850.00 
2,300.00 
3,000.00 
1,000.00 

7no.00 
100.00 

2,300.00 
3,000.00 
1.5oo.oo 
1,000.00 

7no.00 
2,100.00 
2,100.00 

300.00 

1,100.00 

2,300.00 

1,300.00 
2,300.00 

300.00 
2,500.00 
4,ono.oo 

2,300.00 
150.00 

4,100.00 
2,300.00 

398.00 
50.00 

2,350.00 
2,300.00 
2,200.00 

4,150.00 
1,000.00 
2,300.00 

ion.on 
500.00 

4,300.00 
2,300.00 

300.00 
500.00 

2,300.00 

300.00 
500.00 

400.00 
500.00 

1,000.00 
500.00 

4,500 00 
4,150.00 

700.00 

I ,800.00 

2,300.00 

5no.oo 
3,400.00 

200.00 
1,800.00 



Listing of2009 Cash Exchanges between WMSI, Brown Management Group, Inc. 
and Gene D.  Brown from WMSI General Ledger 

Date Description Debit Amt Credit Amt 
712812009 Gene D. Bmwn 500.00 

~~ ~ 

713012009 Gene D. Brown 
713112009 Gene D. B r o w  

81312009 Gene D. Brown 
81412009 Gene D. Brawn 
81512009 Gene D. Bmwn 
81612009 Gene D. Brown 

811012009 Gene D.  Brown 
811312009 Gene D. Brown 
811712009 Gene D. Brown 
812012009 Gene D. Bmwn 
812512009 Gene D. Brown 
812712009 Gene D. Brown 
91312009 Gene D. Brown 
91912009 Gene D. Brown 

911012009 Gene D. Brown 
911 112009 Gene D. Brown 
911812009 Gene D. Brown 
912212009 Gene D. Brown 
912412009 Gene D. Brown 
912812009 Gene D. Brown 
101212009 Gene D. Brown 
101612009 Gene D. Brown -Personal 
I01912009 Gene D. Brown 

1011312009 Gene D. Brown 
1011412009 Gene D. Brown 
I011612009 Gene D. Brown 
1011912009 Gene D. Brown 
1012012009 Gene D. Brown 
10129R009 Gene D. Brown 
111212009 Gene D. Brown 
111912009 Gene D. Brown 

I111212009 Gene D. Brown 
1111612009 GeneD. Brown 
1111712009 GeneD.Brown 
I21212009 Gene D. Brown 
I21712009 Gene D. Brown 
I21812009 Gene D. Brown 

I211012009 Gene D. Brown 
1211412009 Gene D. Bmwn 
I212112009 Gene D. Brown 
I212312009 Gene D. Brown 
I212912009 Gene D. Brown 
1213 112009 Gene D. Brown 

Subtotal Acct. 131.08 

131.09Cash in Checkne-FMB 
I1512009 Gene D. Brown - Personal 

112812009 Gene D. Brown -Personal 
I12812009 Gene D. Brown - Personal 
112812009 Gene D. Brown - Personal 
21212009 Brown Management Croup 

211712009 Brown Management Gmup 
212012009 Brown Management Group 
212012009 Brown Management Group 
212612009 Gene D. Brown -Personal 
311 112009 Brown Management Group 
31l312009 Brown Management Group 
312612009 Bmwn Management Group 
313012009 Brown Management Group 
313112009 Gene D. Brown 
411012009 Brown Management Group 
411 512009 Brown Management Group 
412212009 Gene D. Brown - Personal 
412212009 Gene D. Brown - Personal 
413012009 Gene D. Brown -Personal 

600.00 

480.00 
900.00 

1,300.00 
900.00 
200.00 

4.500.00 
750.00 

1,500.00 
2,700.00 

300.00 
3,300.00 

650.00 
175.00 

2.800.00 
5,000.00 
1,150.00 
I,100.00 
2,000.00 

300.00 
200.00 

1,000.00 

3,300.00 
2,850.00 
1,600.00 

500.00 
4,300.00 

300.00 
55.00 

500.00 
4,000.00 
4,500.00 

3,600.00 
280.00 
200.00 

4,500.00 
4,000.00 

100.00 
1,000.00 

250.00 
400.00 

1,100.00 

1,400.00 r 1,048.00 I 375.690.00 I 

1,450.00 

2,900.00 
500.00 

2,000.00 

3,500.00 
18,900.00 

115.1l4.03 

4,000.00 
9,500.00 
1,000.00 

4,500.00 
4,000.00 
2,500.00 
1,700.00 

3,300.00 

15,000.00 
500.00 
600.00 

l.400.00 

DocketNo. 100104-WU 
Exhibit- (DR-2). Page 3 of 5 

BMG BMG 0.  Brown G. Bmwn 
Debit Credit Debit Credit 

500.00 
480.00 
900.00 

1,300.00 
900.00 
200.00 

4,500.00 
750.00 

1,500.00 
2,700.00 

300.00 
3,300.00 

650.00 
175.00 

2,800.00 
5,000.00 
1 ,I 50.00 
I ,I 00.00 
2,000.00 

300.00 
200.00 

1,000.00 
600.00 

3,300.00 
2,850.00 
1,600.00 

500.00 
4,300.00 

300.00 
55.00 

500.00 
4,000.00 
4,500.00 
1.100.00 
3,600.00 

280.00 
200.00 

4,500.00 
4,000.00 

100.00 

250.00 
400.00 

1,000.00 

l.4OO.W 

I 0.00 I 23,050.00 I I 1,048.00 I 352,640.00 I 

18,900.00 

115.1 14.03 

4,500.00 
4,000.00 
2,500.00 
1,700.00 

3,300.00 

15,000.00 

600.00 
1.400.00 

1,450.00 
2,000.00 
2,900.00 

500.00 

3,500.00 

500.00 

4,000.00 
9,500.00 
1,000.00 



Listing of2009 Cash Exchanges between WMSI, Brown Managanent Group, Inc 
and Gene V. Bmwn from WMSI General Ledger 

DocketNo. 100104-WU 
Exhibit - (VR-2). Page 4 of 5 

BMG BMG G. Brown G. Brown 
Debit Credit Debit Credit 

1,500.00 

600.00 
2,100.00 

2,400.00 
950.00 
900.00 

50.00 

3.300.00 

3,510.00 

900.00 
3,300.00 

100.00 
80.00 

3,800.00 
5,500.00 

7,000.00 
3,300.00 

300.00 
251.00 

2,300.00 
2,200.00 

4.000.00 

Date Description Debit Amt Credit Amt 
5/1/2009 Gene D. Brown -Personal 50.00 

5/22/2009 Brown Management Group 
6/12/2009 Brown Management Group 
611812009 Brown Management Group 

7/9/2009 Brawn Managment Group 
711 512009 Brawn Management Group 
712312009 Brown Management Group 
81412009 Brown Management Group 
81512009 Brown Management Group 

812712009 Brown Management Group 
9/15/2009 Bmwn Management Group 
912212009 Brown Management Group 
912512009 Bmwn Management Group 
10/9/2009 Brown Management Group 

10/23/2009 Gene V. Brown - P m a l  
10126/2009 Brown Management Group 
11116/2009 Bmwn Management Group 
IZ/ll12009 Brown Management Group 
12/14/2009 Bmwn Management Group 
I212912009 Gene D. Brown -Law Offices 
12/29/2009 Gene D. Brawn - Law Offices 
1213112009 Brown Management Gmup 

Subtotal Account 13 1.09 

131.10 Cash in Cheekine-SUP 

4/3012009 Cash Deposit by GDE 
7/1012009 GeneD. Brown 
711 312009 Brown Management Group 
711712009 Gene D. Brawn 
7/21/2009 Brown Management Group 
7/24/2009 Gene D. Brown 
712812009 Gene V. Brown - Personal 
713012009 Gene V. Brown - Personal 
713012009 Gene V. Brown - Personal 
7/3 1/2009 Gene V. Bmwn 
81612009 Brown Management Group 
81712009 Gene D. Bmwn 

8/1012009 Brown Management Group 
8/13/2009 Brown Management Grow 
8/14/2009 Gene D. Brown 
812112009 Gene V. Brown 
8/28/2009 Gene D. Brown 
91212009 Brown Management Group 
9/4/2009 Gene D. Brown 

911 I12009 Gene D. Brown 
911 512009 Brown Management Group 
9/15/2009 Brown Management Group 
911812009 Gene D. Brown 
9/25/2009 Gene V. Brown 
912912009 Gene D. Brown 
101212009 Gene V. Brown 
101912009 Gene V. Brown 

loll 512009 Brown Management Group 
1011612009 Gene V. Brown 
10/2312009 Gene D. Brown 
1012612009 Gene V. Brown -Personal 
10/3012009 Gene D. Brown 
11/5/2009 Brown Management Group 
I11612009 Gene D. Brown 

11/10/2009 Brown Management Group 
11/13/2009 Gene D. Brown 
I111 312009 Brown Management Group 
11/1612009 Brown ManagernentGmup 
1111712009 Brown Management Group 

1.500.00 

600.00 
2,100.00 

2,400.00 
950.00 
900.00 

5,500.00 
7,000.00 

2,300.00 
2,200.00 

3,300.00 

3.51 0.00 

900.00 
3,300.00 

100.00 
80.00 

3,800.00 

3,300.00 
300.00 
251.00 

4,000.00 

L 184,364.03 I 56,341.00 I 

100.00 

2,600.00 

6,000.00 
2,500.00 
1,500.00 

3,400.00 

1,855.00 

2,200.00 

2,300.00 
1,500.00 
2,300.00 

2,300.00 

2,300.00 
1,500.00 
2.300.00 
8,000.00 

1,900.00 
1,900.00 
1,900.00 

1,900.00 
1,900.00 
1,500.00 

1,900.00 
2,050.00 

2,050.00 
2,050.00 
1,500.00 
2,050.00 
2,050.00 

2,050.00 
1,500.00 
2,050.00 

500.00 
2,050.00 
4,800.00 

850.00 
100.00 

500.00 

5,000.00 

I 149.464.03 I 55,841.00 I I 34,900.00 I 500.00] 

2,600.00 

3,400.00 

1,500.00 

1,500.00 

8,000.00 
500.00 

1,500.00 
5,000.00 

1,500.00 

1,500.00 

500.00 

4,800.00 
850.00 
100.00 

100.00 

6,000.00 
2,500.00 
1,500.00 

1,855.00 

2.200.00 

2,300.00 

2,300.00 

2,300.00 

2,300.00 

2,300.00 

1,900.00 
1,900.00 
1,900.00 

I,900.00 
1,900.00 

1,900.00 
2,050.00 

2,050.00 
2,050.00 

2,050.00 
2,050.00 

2,050.00 

2,050.00 

2,050.00 



00005'2 
00002 

00002'1 
00001'Z 
00002'1 
00001 
OOOOL 
0051E 
OOOSE 
00000'E 
00OZE 
00005 
000OP 
0000E 
00009'2 
00008'1 
0000E'Z 
0000L'l 
O0OOS'E 
00052 
00005'1 
00009'2 

I00009'15 I 00551'Pl I I 000SS'OE I00000'61 I 
00050'2 

00050'2 

00050'2 
00050'2 
00050'2 

00000'01 

OOWO'f 
00050'1 

00905'1 

OOOSL 

I(LY.LEO'IEI)I 

I 00YIZ'WS I EF8LI'EIP I 
piTzq 

00000'05 
00005'Wl 

00005'2 
00ooz 

0E.l I I 

100.SEE'LZI 
00WZ'I 
00001'2 
O0OOtl 
OOOOL 
OOOOL 
00SIE 
0005E 
00000'E 
000ZE 
00005 
00009 
0000r 
00009'2 
00008'1 
0000E'2 
0000L'1 
0000S'E 
O0OEZ 
00005'1 
00009'Z 

00050'2 

00050'1 

00050'2 
00005'1 
00050'5 
00050'2 
00050'2 
00051 

OOWO'O1 

00000'E 



0000E'Z 
0000E'Z 
00009'1 

oooor'z 
0000s 
0000E'z 
00Ooz'1 
0000s 
0000E'z 
00009'2 
onon8'i 

oooor'z 
00000'1 
00000's 
00005'1 
0000E'Z 
000SL 

oooor'z 
00SLI 

00055'1 
oooor'z 
0000s 
00008'1 

00000'E 
oaoor'z 
00000'z 
00001'~ 

oooor'z 
00009 
0000E'Z 
w'OO1'Z 
00009 
0000f'Z 
00005'~ 
0000E'z 
Ooooz'z 

00OOS'Z 
00oOz'z 
00OOE'Z 

00000'1 

0000E'z 
00000'1 

oaoor 

oooor'z 
00008 
OOOSP'Z 
00009'1 
OOOStZ 
00059'1 
00001'z 
00000'2 

0005Z'z 

OOOOP'E 

0000Z'E 
00005'1 

ooons 
00005'1 

00000'1 

w'oss 

00000'r 

00005'1 

0000S'1 

0000P'E 
00'00hZ 
0000~'z 
00009'1 
ooooz'r 
ooons'i 
oooor'z 
0000s 
oooor'z 
00OOZ'T 
0000s 
0000E'Z 
00009'2 
00008'1 
00008 
00005'1 
0000E~z 
00000'1 
00000'5 
00005'1 
OOWE'Z 
000SL 

0000E'Z 
005LI 
0005s 
OOOSS'1 
0000E'z 
0000s 
00008'1 
ooooo'r 
ooooo'r 
oooor'z 
wooo'z 
00001'Z 
00005'1 
oooor'z 

OOWE'Z 
00001'Z 

00000'1 

00009 

00009 
oooor'z 
0000S'E 
0000E'Z 
00oOz'z 
o0oos'l 
00OOS'Z 
00OOZ'Z 
0000E'Z 

00WO'I 
OOWE 
0000E'Z 
00000'1 
0000E'Z 
00008 
0005P'Z 
00009'1 
oOOSz'2 
00059'1 
00001'2 
00oOo'z 

00000'6Z 00000'6Z 



00009 
00005'2 
00051'1 
00005'2 
00000'1 
0005Z'1 

0000E'Z 
00000'2 

00050'1 
owoor'z 
00006'1 
0000E~Z 
00OOZ'Z 
0000i'Z 

00OOf 
00002'2 
00OOO'P 

OO~OOP2 
0000f'l 

0000Z'i 
00005'1 
0000E'Z 

00000'P 
00009 
0000f'2 
00002'1 
00000'1 
00051 
Oo'OOE'2 
O0OOf'Z 
00OOZ'i 
00000'P 

0000E'Z 
00000'1 
00OOO'Z 
0000E'Z 
o0ooc'z 
00~000'5 
00052 

oooorcz 

0000t'Z 
00009'1 
0000S'2 
00051'2 
00000'2 
0000E'Z 
00000'1 
00005'2 
OOWE'Z 
00009'P 
00005 
0000E'Z 
00000'7 
Wo08'Z 
0000t'Z 
0000L'I 

00OOO'P 

0000F'I 

00000'5 

00000'2 

00005'1 

00005'1 

0000E'Z 
00005'1 

0000E'E 

00009 
00005'2 
000SL'I 
00005'2 
00000'1 
00052'1 
00OOO'P 
0000E'2 
00000'2 
00005'1 
00050'1 
0000E'Z 
00006'1 
00OOi'Z 
00002'2 
0000i'Z 
0000i'2 
oooor 
00002'2 
00OOO'P 
00000'5 
0000i'2 
WOOC'I 
00000'2 
00002'i 
00005'1 
0000i'2 
00005'1 
00000'P 
00009 
moor'z 
00002'1 
00000'1 
OOOSL 
0000E'Z 
0000t'Z 
0000Z'E 
000OO'P 
WOOS'I 
00OOE'Z 
00000'1 
00000'2 
0000E'Z 
0000hZ 
oaooo's 
00052 
0000E'Z 
00005'1 
0000E'2 
00009'1 
OOOOi'2 
00051'2 
00000'2 
0000t'Z 
00000'1 
00005'2 
0000E'Z 
00009'P 
00005 
0000E'Z 
00000'1 
00008'2 
0000E'Z 
0000L'l 
0000i'i 

DWB lTl0 qSEJ 



10 ~00000'51 I 

00000'6 
00OOO'P 

00000'2 

I 00SZZ'81E I 00OSZ'I I 
0000L 
00009'2 
00005'2 
O0000'E 
0000E'I 
00005'2 
00000'1 
00001'1 
00005'2 
00005'2 
00001'2 
0000P'E 
00000'2 
00000'1 
00005'2 
00000'5 
00005'2 
00001'1 
0000L'9 
00005'2 
00059 
00005'2 
00005'2 
00002'9 
00009'2 
OOOSI'E 
0000E'S 

00005'2 
00005'2 
00'008 
00005'Z 
W'OSL'Z 
00005'5 
0000E'E 
00005'2 
00008'2 
00005 

00005'2 

I 00005'05 I00000'981 I 
00008 

00002'2 
00000'9 
O0OSL'E 
00000'01 
00000'5P 

00000'0t 
00000'05 

00000'02 
00000'02 
00000'05 
O0OOtE 

0000f'l 

OOOSL 
00000'5 I 
00000'8 

00005 

I OOOSS'ZP I 50650'62 1 

00005'1 

00008 
00000'6 
00000'P 
00002'2 
00000'9 
000SL'E 
00000'01 
00000'5P 

00000'0E 
00000'02 

00000'02 
00000'02 
00000'05 
O0OOZ'E 

0000E'1 
00000'5 
OOOSL 
00000'51 
00000'8 

00005 

I OOSLL'OYE I 506LZ'OE I 
OOOOL 
0000Y'2 
00005'2 
00000'~ 
OOOOE'I 
00005'2 
00000'1 
00001'1 
00005'2 
00005'2 
00001'5 
0000P'E 
00000'2 
00000'1 
00005'2 
00000'5 
00005'2 
00001'1 
OOOOL'9 
00005'2 
00059 
00005'2 
00005'2 
00002'9 
00009'2 
00051'E 
OOoOE'S 
00005'1 
00005'2 
00005'2 
00008 
00005'2 
00OSL~Z 
00005'2 
0000E'E 
000OS'Z 
00008'2 
00005 

00005'2 
5062 

1UW I!PaJJ WV l!qW 
In0 qmJ V WJ 



Listing of 2008 Cash Elchanges between WMSI, Brown Management Group, Inc., 
and Gene D. Bmwn froom WMSI General Ledger 

Cash in Cash out 
Date Descn'ption Debit Am1 Credit Am1 

131.11 Cash in Checkine-GSE 
21112008 Gene D. Brown 

I21212008 Gene D. Brown 
121912008 Gene D. Brown 

I212412008 Gene D. Brown 
I212612008 Gene D. Brown 

2.100.00 
300.00 

2,000.00 
1,500.00 

600.00 

Subtotal Account 131.1 I I 0.00 I 6,500.00 1 
132.10 Cash in Soecial Rnerve 

811 1RO08 Gene D. Brown 

10128/2008 Gene D. Brown 
11/3/2008 Gene D. Brown 

9/8/2008 eene D. Brown 
10,000.00 
50,000.00 
2,500.00 
2,500.00 

Subtotal Account 132.10 I 0.00 I 65,000.00 1 
135.30 Cash in Reserve - FMB 

811312008 Brown Management Group 

Total Cash IdOut wl BMG and G. Brown 1 231,279.05 I 492,775.00 I 
Net Cash IdOut 

Docket No. 100104-WU 
Exhibit - (DR-3). Page 4 of4 

BMG BMG G. Brown G. Brown 
Debit Credit Debit Credit 

2,100.00 
300.00 

2,000.00 
1,500.00 

600.00 

I 0.00 I 6,500.00 I 

10.000.00 
50,000.00 
2,500.00 
2,500.00 

I 0.00 I 65,000.00 I 

1- 

IpiiFGT 

I215.029.05 I 103,050.00 I I 16,250.00 I 389,725.00 I 



WMSI Investment in Associated Companies and 
Notes Receivable from Associated Companies 

Account 123.00 - Investment in Associated Company 

January 1,2008 Balance 
January 1,2009 Beginning Balance 
December 3 1,2009 Ending Balance 
June 30,2010 Balance 

Increase in Investment in Associated Company During Test Year 

Increase in Investment in Associated Company 1/1/08 - 6/30/10 

Account 146.00 - Notes Receivable Associated Company 

January 1,2008 Balance 
January 1,2009 Beginning Balance 
December 31,2009 Ending Balance 
June 30,2010 Balance 

Increase in Investment in Associated Company During Test Year 

Increase in Investment in Associated Company 1/1/08 - 6/30/10 

Docket No. 100104-WU 
Exhibit-@R4), page I of 1 

Amount 

924,617 
1,160,703 
1,213,905 
1,262,402 

53,202 I 
337,785 I 

200,000 
150,000 
100,000 

(50,000)) 

(200,000)~ 



Exhibit Relating to 
Interrogatory No. 8 



Docket No. IOOIOJ-WU 
Asset Sales 
Exhibit-(DR-5). p.2 o f 4  

QUESTION I 8  WATER MANAGMENT SERVICES, INC. 



Docket No. 100104-wu 
Asset Sales 
Exhibit-(DR-S), p.3 o f4  

Exhibit Relating to 
Interrogatory No. 13 



Docket No. 100104-Wu 
QUESTION # 13 Asset Sales 

Euhibit_(DR-5). P.4 of4 
WATER MANAGMENT SERVICES, INC. 
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LFE ? I  - Salary Survey 
Exhibit_(DRd), p. I of 2 

Memo 

Late filed Exhibit No. 21 
Comparative Salary Survey 



Docket No. 100104-WU 
LFE 21 - Salary Survey 
Exhibit_(DR-6), p.2 o f 2  

WMSl Produclmn of Documents 002127 



Docket No. 100104-WU 
Executive Deferred Compensation Plan 
Exhibit_(DR-7). p.l of I I 

Memo 

Question #5 1 - Officer Pension Plan 

i 

WSI PmducUon of D o c m n t s  001965 



. .... 

. .  

Docket No. 100104-WU 
Executive Deferred Compensation plan . . . . .. . .. .. . . . .. .. . .  
Exhibit-(DR-7), p.2 of I I 

WATER MANAGEMENT SERVICE, INC. 
EXECWIW. DEFERRED COMPENSATION PLAN 

The Board of Directors of Water Management Services, Inc., a Florida wrporati~ (WMSl), 

has aQpted this Executive Defend Campmation Plan (Plan) &ti% July 1,2009. 

1. m. 
The purpose of the plan is to provide deferred compcmation to a select p u p  of 

management and highly compensated employees through m m f d d  “tqI hat” arrangement 

exempt from the fiduciary, funding, vesting, and plan termination insmanCe pvisiom of Title I md 

Title IV of thg Employee Retirement Income Set- Act (‘‘ERISA”). M m  specifically, the 

Company has adopted this Plan to prwide Employees with the opportunity to defer compensation 

they are unable to de& or receive mdez the Compauy’s tror qualified cash or defemd compensation 

plan (WMSI 40lQ Plan), because ofthe limits 011 defarals imposed by Sections 401&) 4 402(9) 

of the Internal Revenue Code (“Code”). 

2. g l ig ibw.  

To be cligiile to participate intbi.9 Plan, an employee must: (1) be highly 

compensated; (2) be part of a select group of management as determined by the Board of Directors 

of WMSI.; (3) bc at least 55 years of age; and (4) must have worked for WMSJ, including its 

predecessor, for a total of 25 years 01 more. The Board of Dirators of WMSI CThe Boa10 may, 

from time to time, designate by m e  those employees of Wum who are eligible to paaicipate io 

this P h ,  and the date upon which each such employee’s paaicipationmay commence. Au 

designated employees shall be ~ t i ~ i ~ d  by the Board of thek eligibility to participate. 

! 
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3. De 
An employee who is eligible to paaicipate in the Plan may elect to defer the receipt 

of Compensation by completing a deferral election form provided or approved by the Board 

PUMaot to the deferral election form, an eligiile Employee may elect to defer any whole percentage 

or fixed dollar amount of his or ha Compensaiion. An Employee who elects to participate m tbe 

Plan must defer at least ten thousand dollars ($1 0,000) in Compensation for each Plan Year in 

which he 01 sbe remains eligible to pdcipate. At the time an Employee Completes a d e f d  

election form, the Employee must &signate m wrihg the method by which the Compensation is 

dekred for any Plan Year. An eligible employee must submit his or her defend election form to 

the Board within 30 days after the first day of each calendar m, provided, howew, tbat deferral 

election forms for the 2009 calmdm year may be submitted anytime prior to October 1,2009. If any 

eligible employee fails to submit a d d e d  election form for any year aRer 2009, the Board shall 

assume that the employee wishes to defer the s m e  amount as d e f d  during thc preceding year, 

and shall act accordingly. 

4. 0 ts. 

Tbe Compmy ( W M S l )  shall credit each eligible employee's amount withthc full 

mount  of compensation deferred in any payroll period, which shall continue to accrue on the 

Company's book jium year to year una it is paid pmsuant to the terns ofthis Plan This plan is 

'hfunded," and no eligible employee shall have preference over any genaal creditor of the 

Company with regard to the amounts accrued in such employee's account. The Company's 

obhgation to pay deferred compensation under this Plan is rmsecutul, and no trust or similar 

arrangement is mtended or created by this Plan To the extent that life insurance proceeds are used 

to fund any of the Company's obligations under this Plan, whether paid tkro@ a trustee or 

I 

I 
I 

I 
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otherwise, those proceeds 

employee and, as such, are subject to the general crediton of the Company. 

the property of the Company until aohlally paid to the eli&le 

5. InterestAccrual. 

All compmsation deferred mder this Plan shall accrue interest at 3% per annum 

This shall be simple mterest, not compouuded, and shsll amme on the unpaid, and unfimded, 

priucipal balance in each eligible employee’s account h m  the fist day of the year following the 

year during which such wmpemaiimwas eamed 
- 

6. kfethcd and Time of Pavment 

(A) Monthlv Installments at Retiremqt 

The defened compensation in each eligiile employee’s 8ccount shall accrue 

interest d the date of such employee’s retirement As of the date of reiiremenc the Company 

shall cdculate the number of years and months that such employee is expected to live acwrding to 

the aotuarial tnblea in the National Vital StafiStic Reports that am in effect as of the date of 

retirement The Company will then mno* the mount due the rairing employee by paying the 

total sum due the employee, including accmed in- in qual monthly payments ova tht period 

of months the rairing employee is expected to live according to the aboverefcwced actUtnid 

tables. For example, if an employee defemd $40,000 per year for 10 y m  to date of retkemea 

the total sum in that employee’s account at date of retirement would be $458,555.17. including 

interest at 3%. Assuming a 10 year life expectancy at date of reAirement, that employee would 

receive $4,417.80 per month for 120 months> which includes interest at 3%. 

(33) Alternate Lumu SWavm- 

In lieu ofthe monthly payments setlorth under Section (A) above. the 

Company shall pay each paaicipant in this Plan a lump snm of $400,000 immediately upon the 

3 
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occurrmce of amy of the following me&: 

(1) The death of Gene D. Brown; 

(2) The sale or trsmsfa of a majority of the ownership of WMSI; or 

(3) The loss of effective control of WMSI by Oene D. Brown 

Howem, ifthe balance in the employee's account is more than $400,000, including 

interee that total amount shall be paid to the employee in a lump sum. 

(C) Disahh ' t V O f b D l O V e e .  

If an employee who is a participant in th~s Plan becomes disabled for any 

reason, physically, menially or otherwise, so that such employee is &le to contmuc performing 

the duties that such employee was performing et the time of d id i lhy ,  that employee shall be paid 

$400,000, together with interest ai 3%. in equal montbly payments over the disabled employee's 

expected life under the same terms ad conditions set forth in paragraph (A) above. However. if the 

amount in the disabled employee's account exceeds 5400,000, that total mmt. with 3% in- 

shall be amortized and paid ovcrthe same period as set f d  above. ThC above-referausd 

payments are &mates, and shall only be paid one time for eachparticipant 

From any payments made under this Plan, the Compauy shall withhold any 

taxes or other amounol which federal, state or local law requires the Compauy to deduct, withhold 

and deposit. The Company's determination of the type and amount of tmes to be witbheld fiom any 

payment shall be final and binding on all persons having or claiming to have m interest in this Plan 

or in any h u n t  under this Plan. 

7. pavmmt to Ben&cky. 

The defared compensation payments reikrmced above shall be paid to the 

beneficiary of any employee parlicipant in this plan if such participant dies without having rewived 

4 
! 
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- .  .. .. . .. . .. . .. .- - 

all of the payments due under this Plan. AU such remaining and nnpaid payments shall be paid over 

the same period of time FZS if& employee had lived to collect all the payments. The %=neficiarf' 

of a deceased anployee participant shd be the survivbg spouse of the participant ifthere is a 

surviving spouse, or the personal representative of the participant's estate ifthere is M surviving 

spouse. If the d v i n g  spouse dies before all the payments are made, remaining payments shall be 

paid to the estate of the surviving spouse. 

8. De5nitionofRekirement 

Forpurposes of this Agreemat, theterm "rehmcnt" shallmean any bmbt i  on of 

employment with WMSI, whether voluntary or involmtary. If an employee is discharged by 

WMSI, or if the employee d e d e s  to termiaate his or hu employment with WMSI prim to an 

expected date of drement, that shall be considered "rehmenf' in either everti for purposes of this 

Agreement However, nothing in this Plan document shall limit or in any way restdct any rights or 

remedies such employee may have pursuant to any employment agreement or other similar 

agreement between the employee and WMSL 

9. QomanVs Gencral Assets. 

Employee undustgnds and agrees that all Compensation defmed under the 

Plan (a) me the general assets of the Company, @) may be used in the operation of the Company's 

business or in any other manner permitted by law, and ( c) remain subject to the claims of the 

Company's gencral nmecmcd creditors. Participant agrees, on behalf of Participant and his or her 

Bsneficiary, that (1) title to any amounts deferred under the Plan or credited to a Participant's 

Account Rmains in the Company and (2) neither Partioipaut MI kis 01 hex B e n c f i w  has any 

property interests whatsoever in said amounts. except as general cleditors of the Company. 

5 
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, .. . __ ~. ...... - . .. . . . .... .~ . . . . 

10. Effect onEmolovccBenefits. 

Amounts defemd under this Plan or disiriiuted pursuant to the terms of this Plan are 

not taken into amount m the calculation of an Employee’s M t s  under any employee pension or 

I. 

w e k  benefit progmm or under any other compensation policy or W c e  maintained by the 

Company, except to the ortent provided in such program or practice. 

11. Enndinp. 

All amounts deferred under this Plan remain or benrme gcneal assets of the 

Company. All payments under this Plan sball come k m  the general assets of the Company. The 

amounts credited to an Employee’s h u n t  are not secured by any specific assets o f  the Company. 

This Plan shall not be consimzed to require the Company to fund any of the b d t s  provided 

h e s e d a  or to establish a M 01 p h a s e  an inSmana policy or other product for such purpose. 

T h e  Company may make such mangem& as it desins to provide for the payment of benefits. 

Neither an Employee, Parkipaui OI Inactive Paaicipard nor his or her Beneficky or estate shall 

have any n g h  against the Compauy with respect to any portion of any Account under the plan 

except as g e n d  w e m d  creditors: No Employee, Participant, Inaaive Participant, Beneficiary 

or estate bas an interest in any Account under mis Plan mtil the Emplo%, Participant, Inactive 

PaA5panc Beneficiary or estate actually receives payment h m ~  the Account 

12. pon-alienation of BenefiQ. 

The mtcrcst of any Employee, Participant, Inactive Participant or Beneficiary shall 

not be subject to sale, assignment, tmusfer, conveyance, hypothecat5a, m c u m b ,  gmnisbment, 

attachme& anticipation, pledge, alienation or otha disposition prior to actual disbdbution h m  ths 

Plan: and my attempt to effect such disposition prior to actual distribution fium the Plan: and any 

attempt to e&Ct such disposition shall be void. No portion of any A c ~ m t  sha.prior 6 receipt 

6 
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... . . .. ~ ~ ~ . .  ~. . . .... .... - 

.. . . .  

t h m ~ c  be subject to the debts, contracts, Iiabiliiies, or engagem&s of any Employec, Participant 

Inactive Participant or Beneficiary. Nothing in the preceding sentence shall probibit the Compauy 

h m  recovering * m Employee, ParticipmC Inactive Participmt or Beneficiary an payment to 

which'he or she was not entitled under &'Plan. 

13. GwanineLaw and Severabii. 

This Plan shall be conshuw3 in accordance. with the laws of the State of Florida to the 

extent that such laws arc not preempted by ERlSA or other federal laws. If any provision of this 

P h  shall be held illegal or invalid for any reason, such dehmmab ' 'on shall not e e c t  the remaining 

provisions of this Plan, which shall be construed as if said illegal 01: invalid pruvision had nevm 

been iucluded 

14. Stabs of Particiwnts. 

In accordance with Intemal Revenue Procedure 92-65 W o n  3.01 (a), this P h  

hereby provides: 

(a) Employees, Participants, Inactive Participts and Beneficiaries undu this Plan 

shall have the status of g m e d  unsecured neditors of the CornPam/; 

@) This Plan constiW a mere promise by the Company to make benefit payments 

in the future; 

(c) Any trust to which this Plan refers (Le. any trust created by the Company and 

any assets held by the trust to assist the Company in meeting its obligations undcr the Plan) shall 

confirm to the terms of the model trust described in Revenue Procedure 92-64; and 

(d) It is the intention of the parties that the arrangements under this Plan shall be 

unfunded for tax purposes and for purposes of Title I of ERISA. 

7 

WMSl Pmdutiion of D m e n b  001972 



Docket Nu. 100104-WU 
Executive Deferred Compensation Plan 
Exhibit-(DR-7). p.9 of 1 I 

, .... . . ~~ . ., . .. . . 
~ ... .- . . ... .., . . ~. ... .~ . .  .. . . . .~ .. . 

L .  . I  

15. WMSI4Ol(k’l Plan, 

The rights and benefits under this Plan are in addition to and shall not be affected by 

any rights and benefits mder the WMSI 401&) Plan That 401(k) Plan is fimded and is a separate 

and distinct pmt of the WMSI Employee Bene& Plan which includes this unfunded deferred 

compensation fund 

In W e s s  Wbereof, the undersigned have e x e e d  this dcferted Compensation plan this 1” 

day of July, 2009. 

Chaban of the Board 

BXNDWBY ELIGIBLE PARTICIPANTS 

A s  of the date of this document, the WMSI D e f d  Compmsation Plan has two eligible 
partieipanfs, Gene D. B m  and Sandra M chasc. Both of these employ& have jomcd in the 
execnth fo this document for the purpose of e x p  ding and consent to the 
tern of this Plan. 

’ 

8 
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DEFERRAL ELECTION FORM 

Pursuant to paragraph 3 of the Water Management Services, hc. (WMSr) Deferred 

does hereby elect to defer the following amou~(@a,#&K[V& o c h  empbyee's annual 

mmpensation pursuant to the terms agd conditions of such plan. The payment of this amount shall 

be defend annually until and unless changed m writing by the employee, and shall be paid to the 

compensation Plan dated hdy 1,2009, the following WMSI employee.. 9-S&? x% BrHd 

ce by WMSX at such time and undei soch conditions BS are speciiied in &e Plan. 

! 
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DEFERRAZ, ELECTION FORM 

Plnsuant to paragraph 3 of the Water M;imagrment Services, Inc. 0 Defened 

Compensation Plan dated July I, 2009, the fouowing WMSI employee, 5mdpA N. C h c ~ g  
docs hmty elect to defer the following amount, such employee's annd 

compensation pursuant to the t e rn  and conditions of such plan The payment of  this mount shall 

be deferred m u a l l y  until and unless changed in Writing by the employee, and shall be paid to  the 

such conditions ES me specified in the Plan. 

4 
EMPLOYEE 

i 
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WMSf PLANT ACTlVlTY ~ 2006 

303.00 
woo 
307.M 
309.W 
310.00 
31i.W 

330.w 
331.00 
333.00 
334.w 
335.00 
339.00 
340.00 
341.00 
343.00 
345.00 
347.00 

3m.00 

Land & Lend Rlghts 
Skuclures 8 Improvements 

Supply Mains 
P w r  GeneraUon Equipment 
Pumping Equipment 
Water Treabnent Equlpmnl 
Dlst. Rasewoln & Standpipes 
Transmission 8 Dlst. Mains 
SSrv'bS 
Meters 8 Meter Imtallatlons 
Hydrants 
Other Plant a Mise Equip. 
office Furnlure 8 flmms 
Transportation Equipment 
Tools. Shop 8 Garage Equlp. 
Power Operated Equipment 
Mlsc. Equipment 

wells a SMWS 

Exp l a n atl o n 
A -Purchase Commonwealth Land br 
New OSm W g  b be m i r u o t a d  
A - Sell Land RrOUnd Well 111 
B - sell portlon of Island 2nd Floor (apfs.) 
mnsldared as nom U N  in last case. 
c - state Park Assets to PIS 
D - Misc Service materials. Acct 333.4 
E - Mlsc Mebr materials. A& 334.4 
F - Mlsc Office fumlrhm. Aect 340.5 
G - Purchase 2005 C h w  Tahoe 
G - Sell 2W2 Chew S I I m d o  
G - Sell Slonehenge Flamed Trailer 
H - Mi% Acct 343.5 

Bwh 
97.755.53 

366,435.12 
405,021.00 

4.703.844.58 
113,061.44 
224.666.83 
73,402.86 

582.073.24 
2,296,949.48 

21B.113.49 
198.083.48 
123.558.87 

0.00 
55.568.26 

2C6;307.31 
27.240.87 
84.550.57 

0.00 
0,537,652.7 

233.m.00 
(6,762.58) 

(37.310.W) 
227,076.90 

4.780.93 
5.823.90 

13,557.37 
28.754.26 

(19,759.47) 

2.793.76 
(-7.007.85) 

Add 
238.000.00 

0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.W 

227,976.00 
4.780.93 
5,823.w) 

0.00 
0.00 

13,557.37 
28.754.26 

2,193.78 
0.00 
0.00 

519.087.12 
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WassfAfl. 
Retlments €rd 

(6,761.58) A 326,993.95 
(37,310.00) B 329.125.12 

405.021.W 
4,703,84458 

113,061.44 
224.668.83 
73,402.86 

362,07324 
2.524.926.36 

223,894.42 
203,907.38 
123.558.67 

69.123.63 

9.885.QW.93 
ck 9,985,900.93 

(70,838.80) 

. 



WMSl PlANTAcTNllT - 2009 
303.00 
304.00 
301.00 
309.00 
310.W 
311.00 
320.00 
330.09 
331.00 
333.04 
334.04 
335.00 
339.00 
Y0.W 
541.00 
X3.00 
M5,00 
Y7.W 

Begl" 
90.883.85 

241.190.35 
405.021.00 

3.984.508.07 
113,061.44 
224.mJ.83 
13,402.88 

362.013.24 
2,524,926.35 

233,928.03 
210,691.99 
129,639.77 

0.00 
7k.070.51 

149.017.69 
35,69018 
64.550.57 

0.00 

Add 

95.<38.k7 A 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

1.888.33 B 
1.321.41 C 

0.00 
2.596.16 D 

0.00 
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End 
80.993.85 

356.328.82 
405.021.00 

3.964.508.07 
113,061.44 
224.688.83 
73.402.86 

76,668.4 
1M.827.18 
38.432.84 
64.550.57 

D nn 
9,017,455.14 21.486.63 (45.090.53) 8,893,851.14 

ck 8.883.851.14 

A -wan Murk$ lmpmYMlenls 3,027.18 
A -  hlank kdq 10.722.W 
A -  &Udmo hpmvemenb 1.388.29 
B - Mhc. Mngr, smddlea. cum sopa. etc 1.BBB.33 
C- Meter addillmi 1,321.41 
0 - New Laptop & Upgrade SaRWsn, 2.596.16 
E- scrap 2000 GMC Siena (29.088.45) 
E - sen BZKWIO~ trailer (16.022.08) 
F - Presswe Wmher 742.16 
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DATE DESCRIPTION 

03/04/04 Purchased 410G Backhoe from Nortrax 

09/02/05 Purchased Econoline backhoe trailer from Stonehenge Trailers 

11/18/05 Purchased larger 48KP30HD backhoe trailer from All Pro Trailers 

03/30/06 Sold Econoline backhoe trailer 

12/22/09 Sold 48KP3OHD backhoe trailer to Brown Management Group 

AMOUNT 

51,506.97 

7,007.85 

16,022.08 

5,000.00 

10,000.00 
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7315 03/04/2004 51,506.97 
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N O . I I M  r .  I / I  . _ _  , - .  -_I,  " . L " l l m  

P . 0 1  2F-b; lB-04  04:3SP B e a r d  Equqprnenr Cod B50 476 7556  

SOLD TO: 
Wnrm Man+ment Sewices 

2948 KilleRrn Court 
.I;lUahasree. PL s u o 8  

Terms: Net 

Invoice Numbur 2013009 
Your PJO No: 
Dnte: February 16,2004 

Ship To: Salcsman: Bob Rainey 

OUANTlTY DESCRLPTION AMOIJNT 

1 D c u c  410G Trncror Lwder Bncthue S51,506.97 

Serin1 Nurnbe~T0410GX930538 

Totnl Due: 551506.97 

Rtmit to: 10150 Highland Mmnr Drive, Suite 100, Tampa. FJ., 33610 

Questions concerning this invoice? CaU 813-99s-0841 

WMSI Production of Documents 032070 
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- JACLUNVILIL, FL 3 3 8  
.. ptlONE(924) 7577171 Pic iW757-3087 Delivered: mm-ddyyyy - 

WATER MANAGEMENT SERVICESJNC Model: 48K?30HD 

TALLAHASSEE, FL 32303 Wn: lZ9TA30206J213882 
Phone: 850-668-0440 Color: BLACK 
work - - Phon& 650-577-0441 FAX 
Cell: - -  Fax - -. 

3200 COMMONWEALTH BLVD Year: 2006 

I 1 Ffl 12 % F.E.T. REQUIRED BY FEDERAL GOVERNMENT ON ALL 1560.00 1560.00 
VEHICLES EXCEEDING 26.000 LBS GVWR 

\ 1 TAGNEW tag. He .  documerrt prep fee estimate 

4 8 TlRD STATE REQUIRED TIRE R. 
DEUVER MON 11121/05 
THANKS LAMAR 

1 FSTOUT DEL!VERY!FREIGHT 

225.00 225.00 
1.w ' 8.00 

275.00 275.00 
PAYMENT ON CCT 5%E oo40 1W1 6286 07K6 $12000 W 
GENE c) SROWN 3038A CRAWORDVILLE HWY. CPAWFORDFL 
32327 

Urntea M m n t y  as provided by manufacture of Vziler, sez saperaie document tor details qiwarriniy by 
rnznufaciure oi yourirjler. miler W m n t i e s  VOID ii rn=nuiaciure dec=ls are remved irom fenders or 
tounges. All sdes =E iinal. No Eiurns or Exchmges of any Idnd. There is no wsnzniy of any bnd on painf NS: 
or wood splii 
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03/31/07 

I DATE I ENTRY MADE I DR I CR I 

131.10 -Cash in Checking 10,000.00 
341.00 -Transportation Equipment 16,022.06 
108.16 -AID Transportation Equipment 
414.00 -Gain on Sale of Assets 

4,673.1 1 
1,348.47 

12,016 57 1 

, 
I 
-. I 

TO RECORD SALE OF ~ ~ K P ~ ~ H D B A C K H O E T ~ I L E R  
TO , 

BROWN MANAGBENTGROUP- _. 
I- 

I ! I I I 

I i I 
DATE 1 DESCRIPTION DR I CR 

. - 
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BILL OF SALE 

KNOW ALL. MEN BY THESE PRESENTS, &at Water Management Services, Inc., a 
Florida corporation of the County of Leon, State of Florida, party of the first part, for and in 
consideration of the sum of Ten Thousand Dollars ($10,000) lawful money of the United States, 
paid by Brawn Management Group, Inc., party of the second part, the receipt whereof is hereby 
acknowledged, has granted, bargained, sold, ’xaosfened and delivered, and by these presents does 
administrators and assigns, the following: 

2006 Imperial Trailer - Model 48KP30HD 

TO HAVE AND TO HOLD the same unto the said party of the second part, its executors . .  admmsmtors and assigns forever. 

AND the pazty of the first part does covenant to and with the said par ty  of the second part, its 
executors, administretors and assigns, that FVMSI is the lawful  owner of the said trailer; that it is free 
from all encumbrances; that the party of the first part has good right to sell the same and that WMSI 
will wnant and defend the sale of the said trailer unto the party of the second part, its executors, 
adminis’xators and assigns the lawful claims and demands of all persons whomsoever. This bill 
of sale is given to document the transfer and three party exchange which o c d  on March 3 1,2007, 
simultaneously with the -fer shown by Ex. “A:’ attached. 

IN WITNESS WHEREOF, the par ty  of the first part has hereunto set his hand and seal to be 
effective March 31,2007, actually signed August 18,2010. 

WATER MANAGEW?W SERVICES, 

G m  D. BROWN, as its 

WMSI Pmduction at Documents 002077 

I 
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Memo 

Question #Zl - Sale or Transfer of Utility Owned 
Assets 

Documents attached. Also, see Exhibit relating to 
Request for Production No. 3 1 contaking easements 
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I In consideration of the sum of Fow Thousand, Five Dollars and iifty-one cents 
[$4,005.51), receipt of which is hereby acknowledgec: on December 22,2009, WATER 
MANAGEMENT SERVICES, NC., a Florida wrporation, hereby sells all of its right title a d  
interest to BROWIU’MANAGEMFXT GROUP, INC. m the following:: 

I 

WATERMANA 

i 
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Question # 27 - OwnedVehides 
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BlLLOFsAtE 

! 

-tp= 
Dated of February 2009, 

. .  
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+.kl?br# m98-17 WAC: i 

MON-NEGOTIABLE 
Aummr.mmw.~R~ 
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TAHOE 
M e  
Year 

CHEWOI-ET 
xu17 

-. ._ . , . . . . . . 
. ,  
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Memo 

Question #21- Sale or Transfer of Utility Owned 
Assets 

Documents attached. Also, see Exhibit relating to 
Request for Production No. 3 1 containing easements 
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. . .  . . .  .... 

Tallahassee, FL 32303 
(850) 668-0440 F ~ x  (850) 577-0441 

December 31,2006 

Mr: Charles sclugp 
scrlggs contracting, Inc. 
1 1 19 Rosewood Drive 
Talkhassee, FL 32301 

' Re: Amendment and Clarification of July 1,2006 M a 0  Agreement 

Dear Mr. Scruggs: 
* 

This WiII a U I d  aed ctarify our agreement of luly 1,2006 as follows: 

1. Om ggncment of Juty 1.2006 was & d d  to be, and is, alraosfer of a leasehold 
in- in andto our elevated tank p~opaty, dscribed as 

Lots 21 and 22, Block 5 West, Unit 1, St. Gwrge bland GulfBeaches, 
a subdivision as pw map 
The public lccords of Fraaktin Chanty, Florida 

plat thataf d c d m  Plat Book 2, page 7 of 

Specifically, for a $100,~0 cash acdit on our amount as of Jtly I, 2006, we wnmyed to 

or sublease spaczontheelevab#ltank SitcprrmiStS, inchLding the tank itself, to any and all 
commuuicationr, companies, such% Nextel, V h n ,  Alltci or any others which may wish to 
secun sexvice on the pmiscs. You bavt tho right to .deal and negoti& directly with such 
companies, and we. will coopQate with you in that regard, subject to two basic wnciitions: 

Scsuggs Con-& Inc. all of om beneticid and eqdablc involving the light to least 

A. that all ernes in comfcctioD with leases to such Commrmications companies 
will be paid by yon 01 the individual companies; and 

B. that, v&ilcmCnis nu limit to the n u m k  ofcompanies wbichmay locate on 
the premises, nothing will be done to adversely a f f e c t  the structural mtegrity of the tank 
or to mtedue with OUT water SeIViGe to ttLe pnblic. 

2. Asofthisdate,&the 00,000 cash credit on luly 1,2006 and 
mggs  Contra&nga&al totai of the d p f f y m m t s  md credits sincethat 



$4,95634, a check in tha3 amount is *-by paid to andadnowiedged by you es E d  merit 
on om contr8ct. 

3. Since our W t  of July 1,2006, we and you have secured the following leases: 

k V&n Zease datedNovemba 16,2006; and 

B. Alltel Lease dated December 14,2006. . 

Pursuant to OUT agreement, SQUggs Contracting, be. is the omex of these leases, and shall 
receive all ofthe revenue t h h m  Scruggs Contradng Inc. shall also be the owner of any 
and all cmnmnnications leases on the premkw to be secured in the f h m .  Water &hagmat 
~~~ hc. wiU do nothing to interhe with YOUI right to negotiate and secure these leases. To 
t&e extmttbsa Water Managmmt Savices, hc. collects any proceeds from any of the above- 
referenced 1- Watez Mamgement Servia~, Inc. is acting only aa your agent not as the 
ownm of any such proceeds. 

4. Tbe intmtandpurposc of ouragnxment wks and is to convey all of Waim 
Memagment Services, Inc.’s n&t, title and intcrest in any and alI mmmuuidm equipment 
leases to be let on the elevattdisnk s i t e p r a .  SQOggs ihim&ng ’ ,Inc.hasaccept&this 
conveyance in N1 payment ofS100,OOO ofthe amormt owedto Scmggs. whether or not a sum % 

equalto~1OO.OOOis-euzrnocivalbyScmggs. IfSrruggs cvcrcollectsmaretban$100,000, 
ithasnoownashiporintcrst 

inparagmpl~l@)ofourJuly 

Charles B. Scruggs, BS President of 
Scmggs coatrachbg, Inc.. a Florida Water Management Services, k, a 

Florida corporation mpoaion 



Docket No. 100104-WU 
Transfer of Leasehold Interests 
Exhibit-(DR-IZ), p.4 of I 2  

WATER MANAGEMENT'SERWCB, &-C. 
3200 Commonwealth BIvd 

Tallahsee, FL 32303 
(850) 668-0440 Pax (850) 57743441 

MEMO OF A G R E ~ ~ E N T  
WATERMANAOEMENT SEkvICEs. INC. end 

SCRUGGS CONTRACTING, INC. 

This OUT agrement d into 85 of July 1,2006 as follows: 

I. As of Jdy'l, 2006, water hhlagemaufservices, b. 0 o h  srruggs 
Co- Inc. a total of m7$76.90, for the work at the statepa% on St George Islrmd, as 
& o m  by the attached bill; We paid you $65,000 to be credited tu the bin, and WMSI ieceived 
anBdditj0nal$100,000nedit o n t h c b i l l ~ e d u p o n t t E f o u o ~  

A We hczebyasSippt0 Cothbcting, hc. all of WMSTs rim title and 
inanst in and to thaf ccrtzinleape between W I m d  Nextel datd Jme 15,2004, includiqthe 
right to receive all least payments after July 1,2006. Leas paymen@ after that date shall 
cuntinue tb b~ made payable to WMSI but they rimthe property of  Scruggs contrscting, ~nc .  after 
the date, audackkfor an mount equal to each Nextel lease payment shall immediately be 
paid to Scmggs Cont-mthg, Inc. as eachNextc1 lease payment is reccind by WSI.  This 
sssimtnt is subjectto a collateral c&pment prrnriously executed in hvor of GutfStatc Bank. 
IftheBank evm exercises its right to take any of thc N d  lease PagnlQltS as aprior iienhoider, 

payments taken by Gulf State Bark  
WMSI M.stiuranainliabletopey sag@ C0-m Bmoullt equal to any lease 

B. As further cartsiduation for tha above re- $lOO,OOO cradit, WMSI does 
herebytransfn and assign to Saaggs ConaaCtingall ofwMsl'sright,Mleandinterestin andto 
any and d father cell phone towarieases that may be negatiatcd and e n t a d  into be- 
'WNSI and .nyo+het.ceU phone c0mpanieSregardiag quipment to be placed upon Lots 21 md 
22, Block 5 West, Unit 1. Plal Book 2, page 7. Public Records of  Frsaklin County, Florik 
where M I ' S  elevated taak is lo~atc& 'Ibis inc1udes.m~ and all cell companies with which 
WMSI may deal regding the elevated tank proply in the future. WMSI shall continue to have 
full legal tide to the red m, a d  mky enta into Itases end any oaer legal doomtents as thc 
legal owner of the zeal propzrty. As the omex of 
elevated water tom, Snuggs Contmcthg shall have the continuing right on and after July I, 

ve-referenced IeaSchoId interest in the 

1 
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2006 to negotiate dirtctly with any and all crll p b  companies for lease spau: on the elevated 
tpwer owned by WMSI. lf WMSI enters any additional cell phone tower leases, any and dl 
iocome M o m  shall belong to Snuggs contracting, which shall reccive immediate payment 
of any and all such lease payment amounts. 

2. ARer application of the papmfs arid otha consideration set foah in paragraph 1 
above, WMSI, owes Scruggs Contracting, IUC. Ex sum of $62,976.90, which shall be paid on or 
before December 31,2006. 

3. If any additiod legal donrmtuts needto be cxttuttd to co& the i n h t  of this 
memo agreement, the pixties agree to execute those documents in a timely, voluntary m e r .  

Water Managemat Services, Inc., a 
Florida Gorpolarion 

2 



SCRUGGS CONTRACTfNG, INC; 
974 klcherdson Road 

Tallahassee, FL 32301 

, June 8,2008 

TO: Water Management Sem'ces, fnc. 
, 3200 Commonwealth Blvd. 

Tallahassee, FL 32303 

. Re: State Park Project 

lnstaflation 9,870 ft. of 6" distribution main @ 816.50 
Installation 1,290 ft. of 8' distribbtion main @ $1 3.75 
Innallation of 4 cutoff valves and rslatad m n n e d o n s  
Excavation, inspection, testing and repair of 13,420 ft. of 8" 

Pressure testing 2nd bacteriological testing of 24,850 ft. of 

40' road bore 

Balance 
Less: Paid on account 

distnbution main @$1.75 

6' and 8' distribution main 

BAUNCE DUE: 

. 

$ 162,BS5~00 
25,477.50 
10,409.40 

23.485.00 

3,SOO.OO 
2.250.00 

$ 227,976.90 
165.000.00 

$ 62,976.90 

. 
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ISNZS AGI?E&ENT, made and entered into as of this 24* day of October, 2005 by and 
between: 



. 2  
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.. 0 ACCOUNTING COPY. e 
check# 29471s 
Date 18FlB119 

Amount 2@00QOO 

Fee: 
OFAG 

FUNDS AOVANCE VOUCHER, 
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ROGER BROOKS 
prcskknuao 

May 14,2010 
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(850) 584-4411 
FAX (850) 584-8259 

P.O. Box 124: 
Perry, Fiorida 32348 

Mr. Gene D. Brown 
Prtsident 
wpter Mauagment services, Inc. 
250 John Knox Road. Suite 4 
Tallahassee. FL 32303 

Dear Mr. Brawn: 

TI& will confirm that Citizens Stan Bank (“‘Citks’’) has agreed to make a $5,000,000 
loan to Water Management SenicCs. Inc. (“WMSP’or ‘‘Utilityn), provided the following 
conditions are met: 

1. That the Florida Public Service Commission CFPSC“) grant a rate increase: to WMs r 
that will &le the utility to pay the debt service on the loan, in addition to all of WMSI’s 
ordinary and reasonable expenses; 

2. That the United Srates Department of Agriculture (WSDA”) provide Cittens with at 
least an 80% guarantee for the loan; and 

3. That the Florida Deparhnent of Environmental Protection (“FDEP) agrees to 
subordinate its lien on WMSI’s Supply main so that Citizens will have a first lien against all of 
the utility’s assets, includiig all of its revenusand cash flow. 

The purpose of this loan i s  to provide hnds to repay ail of WMSl’s debt except for the 
FDEP state revolving fund loan, and to finance the construction of Bppcoximately $2,200,000 of 
new capital improvemmts. ’Ihis loan will be similar to the USDA guaranteed loan that Citizens 
made to the utility several years ago, which WBS repaid when the new supply main on the bridge 
to St. George Island was under construction. 

Citizeas has been in touch with the USD el in Gainsville. and isconfident that 
me w e .  The term and & for the guarantee can be obtained if WMSI is s 

loan will be based upon market conditions in &ect at the time of the written commitment after 
the above-referenced conditions have been mer. 

2000 South Byrw Burkr Parkway 
P u y ,  Plorida 32348 

wwar.csbfl.na 
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W e  look forward to working with you on this matter. 
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Roger Brooks 
PresidenVCEO 
Citizens State Bank 


