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SECTION 1 
INTRODUCTION 


 
 
 


1.1 PROJECT SCOPE AND AUTHORIZATION 
 
 


This Appraisal Report (“Report”) of the KW Resort Utilities Corporation, near Key 
West FL, was requested by KW Resort Utilities. The public utility system was 
constructed to provide advanced wastewater treatment and beneficial reuse of the 
highly treated reclaimed water for customers in the Key of Stock Island area of 
Monroe County, Florida.  
 
1.2 OWNERSHIP INTEREST 
 
 
The assets are a part of the KW Resort Utilities ongoing system with facilities, permits, 
etc. and a going concern at the effective date of the appraisal.  We have performed 
these services for the property in “fee simple,” which includes all rights (the bundle 
of rights) that can be legally vested in an owner, subject to encumbrances whatever 
they may be.  This fee simple ownership includes ownership of all of the property, fee 
simple ownership of certain real property, easement rights, wastewater operational 
rights, water reuse allocation rights, any exclusive certified area/franchise property 
rights, as well as other tangible and intangible assets.  In other words, the fee simple 
value has been determined, without deduction for any liens or other encumbrances 
that may exist. 
 
Fee simple ownership is the most comprehensive type of ownership since the owner 
may dispose of the property in any manner they select.  One possessing this property 
has no restrictions or limitations upon ownership except those imposed by 
governmental entities and those which were willfully created by agreement. 
 
 
1.3 PURPOSE AND USE OF APPRAISAL 
 
 
The purpose of this appraisal is to provide the KW Resort Utilities with the appraised 
fair market value of the property as the regional wastewater and reclaimed water 
system for Stock Island and potentially adjacent areas.   The users of this Report could 
include the owners of KW Resort Utilities, attorneys, the FKAA, financial 
underwriters, bond rating agencies, insurers for the proposed transaction and the 
federal Internal Revenue Service for the tax consequences of the assumed 
transaction. 
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1.4 IMPORTANT VALUATION DEFINITIONS 
 
 


Appraisal (noun) – the act or process of developing an opinion of value; 
an opinion of value.  (adjective) of or pertaining to appraising and 
related functions such as appraisal practice or appraisal services.1 
 


 
Client – the party or parties who engage, by employment of contract, an 
appraiser in a specific assignment.2 
 
 
Cost – the amount required to create, produce, or obtain a property.3 
 
 
Easement – an interest in real property that transfers use, but not 
ownership, of a portion of an owner’s property.  4 
 
 
Extraordinary Assumption – an assumption, directly related to a 
specific assignment, as of the effective date of the assignment results, 
which, if found to be false, could alter the appraiser’s opinion or 
conclusions. 5 
 
 
Fair Market Value – Fair Market Value (FMV) is the price that property 
would sell for on the open market. It is the price that would be agreed 
on between a willing buyer and a willing seller, with neither being 
required to act, and both having reasonable knowledge of the relevant 
facts. 6 
 


                                                        
1 Uniform Standards of Professional Appraisal Practice (“USPAP”), 2014-2015 
Edition, Published by the Appraisal Foundation, page U-1 
2 lbid, page U-2 
3 lbid, page U-2 
4 The Appraisal of Real Estate, 12th Edition, Published by the Appraisal Institute, 
page 71 
5 Ibid, page U-3 
6 IRS Publication 561 dated 4/2007 
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Fee Simple - absolute ownership unencumbered by any other interest 
or estate, subject only to the limitations imposed by the governmental 
powers of taxation, eminent domain, police power, and escheat.7 
 
 
Highest and Best Use (in appraising real property) – is the reasonably 
probable and legal use of vacant land or an approved property that is 
physically possible, legally permissible, appropriately supported, 
financially feasible and that results in the highest value.8 
 
 
Hypothetical Condition – a condition, directly related to a specific 
assignment, which is contrary to what is known by the appraiser to exist 
on the effective date of the assignment results, but is used for the 
purpose of analysis.9 
 
 
Intended Use – the use or uses of an appraiser’s reported appraisal, 
appraisal review, or appraisal consulting assignment opinions and 
conclusions, as identified by the appraiser based on communication 
with the client at the time of the assignment.10 
 
 
Intended User  - the client and any other party as identified, by name 
or type, as users of the appraisal, appraisal review, or appraisal 
consulting report by the appraiser on the basis of communication with 
the client at the time of the assignment.11 
 
 
Jurisdictional Exception – an assignment condition established by 
applicable law regulation, which precludes an appraiser from 
complying with a part of Uniform Standards of Professional Appraisal 
Practice (USPAP).12 
 
 


                                                        
7 lbid, page 697 
8 lbid, page 305 
9 USPAP, 2014-2015 Edition, Published by the Appraisal Foundation, page U-3 
10 lbid 
11 lbid 
12 lbid 
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Leased Fee Interest – a lessor’s, or landlord’s, interest with specified 
rights that include the right of use and occupancy conveyed by lease to 
others.  The rights of the lessor (the leased fee owner) and the lessee 
(leaseholder) are specified by contract terms contained within the 
lease.13 


 
 


Market Value - a type of value, stated as an opinion, that presumes the 
transfer of a property (i.e., a right of ownership or bundle of such rights), 
as of a certain date, under specific conditions set forth in the definition 
of the term identified by the appraiser as applicable in an appraisal.14 
 
 
Market Value (noun) – the estimated amount for which a property 
should exchange on the date of valuation between a willing buyer and a 
willing seller in an arm’s length transaction after proper marketing 
wherein the parties had each acted knowledgeably, prudently, and 
without compulsion.15 
 
 
Regulated Industry – industry that is regulated by government to a 
significant extent. 
 
 
Replacement Cost New (“RCN”) – the current cost of a similar new 
property having the nearest equivalent utility as the property being 
appraised, as of a specific date.16 
 
 
Reproduction Cost New – the current cost of producing a new replica 
of a property with the same, or closely similar materials, as of a specific 
date.17 


                                                        
13 The Appraisal of Real Estate, 12th Edition, Published by the Appraisal Institute, 
page 81 
14 USPAP, 2012-2013 Edition, Published by the Appraisal Foundation, page U-3 
15 International Valuation Standards, 2000 Edition, Published by the International 
Valuation Standards Committee, pages 92-93 
16 Valuing Machinery and Equipment: The Fundamentals of Appraising Machinery 
and Technical Assets, Second Edition, Published by American Society of Appraisers, 
page 585 
 
17 lbid 
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Appraisal Report – a written report prepared under Standards Rule 2-
2(a) or 8-2(a) of a Complete or Limited Appraisal performed under 
STANDARD 1 or STANDARD 7.18 


 
 
Taking – is the acquisition of a parcel of land (or other property( though 
condemnation.19 


 
 


Value – is the amount, relative worth, functionality, or importance of an 
item, which may or may not be equal to price or cost.20 
 
 


1.5 EFFECTIVE DATE OF APPRAISAL 
 
The effective date of appraisal is December 31, 2014. 
 
 
1.6 TYPE OF PROPERTY 
 
The owner owns a special purpose property permitted as a public wastewater 
collection, treatment and reclaimed water production facility, as investor owned.  The 
system is provided the rights thereof by the State of Florida, and by contract, 
assemblage, and other means.  Such properties have the configuration of a customer 
base and utilize the local natural resources via permit rights, etc. for the specific 
community that the facilities, operations, and management serve. 
 
  


                                                        
18 USPAP, 2014-2015 Edition, Published by the Appraisal Foundation, pages U-22 
and U-62 
19 The Dictionary of Real Estate Appraisal, 4th Edition, Published by the Appraisal 
Institute, Page 285 
20 Valuing Machinery and Equipment: The Fundamentals of Appraising Machinery 
and Technical Assets, Second Edition, Published by American Society of Appraisers, 
Page 594. 
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1.7 SPECIALTY PROPERTY – AN ONGOING UTILITY BUSINESS 
 
The KW Resort Utilities includes assets, customers, its service area and all other 
attributes of a fully functioning utility business.  The KW Resort Utilities  is considered 
a special purpose property.  There are four (4) criteria, which establish whether 
property should be considered special purpose property: 
 


a. Uniqueness; 
b. Property must be used for a special purpose; 
c. No widespread market for the type of property; 
d. The property’s use must be economically feasible and reasonably expected to 


be replaced. 
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The function of this utility property is to collect wastewater from customers, 
transmit the same to the treatment plant, treat the customer’s wastewater and 
produce beneficial reuse water to transmit to a specific service area.  The utility 
system was specially built for the specific purposes for which it was designed, and 
continues to be used for those purposes. 
 
There is no question that with any purchase or acquisition of the KW Resort Utilities, 
that the majority of those assets would continue to be substantially used for utility 
purposes and they would continue to be renewed, replaced and/or maintained for 
such purposes.   
 
1.8  INTANGIBLE PROPERTY 
 
In the valuation of utility property using the cost approach, it must be recognized that 
the replacement cost new of the facilities less depreciation of the same only 
represents the component of value of the physical assets.  These assets, however, are 
hypothetically assumed to be in use and not idle, but are used to provide service 
within the service area to a customer base as part of an ongoing business operation.  
In other words, the value of a “live” utility functioning as an ongoing business must 
be considered as part of this appraisal in the cost approach. 
 
Any purchaser would acquire a utility system completely installed and operational 
with customers who historically were and are assumed to in the future be taking 
regular service and therefore, immediately derive revenues at the full complement of 
connected customers as well as purchase all permitted rights for wastewater and 
reclaimed water operations and the future right to service the remainder of the 
service area with the potential to serve others and to have all of the rights granted by 
the State of Florida to a public utility of this nature.  Similarly, if a purchaser were to 
construct, in a hypothetical situation, its own utility system, it would not have the 
ability to generate revenues from a full complement of customers or have the ongoing 
bundle of rights for this specific geographic area and would be required to 
successfully obtain permits to provide service and such permits could be contested.  
These considerations are included in the cost approach delineated herein. 
 
 
1.9 SUMMARY OF DATA COLLECTION 
 
Data collection on this assignment involved records of KW Resort Utilities, FDEP, 
WEL, FPSC, Monroe County, other systems in the Florida Keys,  supplier quotations, 
construction market costs, reliance on ACKW for real property, site survey as 
provided, HC reference library and Hartman and Associates, Inc. information and 
other sources of information. 
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1.10 SUMMARY OF CONFIRMATION ACTIVITIES 
 
A variety of analyses and surveys were used to confirm and/or cross-check the data 
and information provided.  Calls, comparisons of reports, field inspections, records 
testing, and comparisons of source information were accomplished. 
 
 
1.11 SUMMARY OF REPORTING MEASURES 
 
This Report is an Appraisal Report with disclosures included. 
 
 
1.12 EXTRADORINARY ASSUMPTIONS 
 


a. No responsibility is assumed for legal matters, nor is any opinion on 
the title rendered herewith.  We assume that the title to the 
property is good and marketable. 


 
b. All existing liens and encumbrances, if any, have been disregarded 


and the property appraised as though it was free and clear. 
 
c. The appraiser has made no survey of the property though surveys 


were provided and, unless specifically stated, assumed there are 
not encroachments involved. 


 
d. The sketches and maps in this Report are included to assist the 


reader in visualizing the property and are not necessarily to scale 
or depict all items above or below ground. 


 
e. Based upon HC’s research and it is assumed that the property is in 


full compliance with all applicable federal, state, and local 
environmental regulations and laws unless non-compliance is 
stated, defined, and considered in this Report. 


 
f. It is assumed that all applicable zoning and land use regulations and 


restrictions have been complied with, unless a non-conformity has 
been stated, defined, and considered in this Report. 


 
g. It is assumed that all required licenses, certificates of occupancy, 


consents, and other legislative or administrative authority from any 
local, state, or national government or public entity or organization 
have been or can be obtained or renewed for any use on which the 
value estimate in this Report is based. 
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h. The improvements on or off-site are considered for purposes of this 
appraisal to be completed in a good and workmanlike manner. 


 
i. Furnishings, mobile equipment, tools, or business furniture and 


utility management items indicated and typically considered as part 
of real estate and/or major personal property item have been 
aggregated and valued. 


 
j. Responsible ownership and competent property management are 


assumed. 
 


k. It is assumed that there are no hidden or unapparent conditions of 
the property, soil, or structures which would render it more or less 
valuable. 


 
Further, unless otherwise stated in this Report, the existence of 
hazardous material or any other environmental problems or 
conditions, which may or may not be present on the property, was 
not observed or disclosed.  We have no knowledge of the existence 
of such materials or conditions on or in such close proximity that it 
would cause a loss in value.  We, however, did not search to detect 
such substances or conditions.  The presence of substances such as 
asbestos, ureaformaldehyde foam insulation, radon, or potentially 
hazardous materials which could have an adverse effect on the 
value of the property were not observed or detected in our 
inspections.  The value estimate is predicated on the assumption 
that there is no such material or condition on or in the property that 
would cause a loss in value.  No responsibility is assumed for any 
such conditions, or for any expertise or knowledge required to 
discover them. 
 


l. No responsibility is assumed for the absence or presence of any 
endangered species on this property.  This appraisal assumed that 
there are no endangered species which would prevent, restrict, or 
adversely affect any development or improvement of this property. 
 


m. No impact studies and/or special market, or feasibility analysis or 
studies have been required or made unless otherwise specified.  We 
reserve the right to alter, amend, revise, or rescind any of the 
statement, findings, opinion, value estimates, or conclusions 
contained herein if any of these studies require it. 


 
n. Certain data used in compiling this report was furnished from 


sources which we consider reliable; however, we do not guarantee 
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the correctness of such data, although so far as possible, we have 
checked and/or verified the same and believe the data to be 
accurate. 


 
o. We have accepted as correct and reliable all information provided 


by the owner and owner’s counsel, or the owner’s agents, which 
was used in the preparation of this Report.  All data came from 
sources deemed reliable, but no liability is assumed for omissions 
or inaccuracies that subsequently may be disclosed in any data used 
in the completion of the appraisal. 


 
p. Since the effective date of value of the property is not an actual trial 


date, the appraiser reserves the right to consider and evaluate any 
additional value influencing data and/or other pertinent factors 
that might become available between the effective date of this 
Report and the date of trial if applicable, and to make any 
adjustments to the Report that may be required. 


 
q. Neither I, nor anyone employed by me, has any present or 


contemplated interest in the property appraised. 
 


r. Possession of this Report, or copy thereof, does not carry with it the 
right of publication, nor may it be used for any purpose by anyone 
except for the client without the prior written consent of Hartman 
Consultants, LLC and in any event, only in its entirely and with 
proper qualification. 


 
s. Neither all nor any part of the contents of this report shall be 


conveyed to the public through advertising, public relations, news, 
sales, or other media without the written consent and approval of 
Hartman Consultants LLC excepting appropriate legal 
requirements. 


 
t. Acceptance of, and/or use of, this Report constitutes acceptance of 


the above conditions and assumptions. 
 


u. No other legal agreements, customer agreements, developer 
agreements or other utility-related agreements were disclosed or 
provided and therefore have not been included in this Report. 


 
v. It is assumed that any and all permits and easements can be 


transferred in the event of an acquisition with minimal effort. 
w. All assets are to be sold “as-is” without warranties or guarantees. 
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HC contracted with KW Resort Utilities provided for additional extraordinary 
assumptions.  The additional extraordinary assumptions are that the facilities are: 
 


x. In good working order and no costs are to be incurred in an appropriate 
transfer. 


 
y. All of the necessary equipment was functioning and is expected to 


function in an industry standard fashion. 
 


z. All equipment will operate at their nameplate or nominal design 
capacity as a functional system meeting all federal, state and local 
regulations at such capacity. 
 


 
aa. No damage has occurred which has not been repaired. 


 
bb. An experienced and trained work force for the management and 


operations of these facilities is in place with sufficient records and 
standard operating procedures for proper operations and 
maintenance. 
 


 
cc. The AWT- WWTP expansion permit application to FDEP will be 


approved prior to closing. 
 


dd. The AWT – WWTP construction contract bid price will either be 
transferred to the buyer or the construction activity and start-up will 
be completed by KW Resort Utilities prior to closing. 


 
ee. Ownership is full fee simple without encroachments or other party 


interests. 
 


ff. All permits, rights and privileges are in place for on-going operations of 
both treatment plant and the supply of reuse water. 
 


 
gg. All customers are in-place and the business is functional and profitable. 


 
 


1.13 HYPOTHETICAL CONDITIONS 
 


 
HC contracted with KW Resort Utilities and provided for additional hypothetical 
conditions.  The hypothetical conditions are as follows: 
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a. The pending FDEP permit for the expansion of the AWT WWTP 


from 499,999 gpd AADF to 850,000 gpd AADF which was 
recommended by the FDEP staff for approval and the intent to 
issue the permit was advertised will be issued by closing. 


 
b. The expansion of the AWT WWTP to 850,000 gpd AADF will be 


substantially complete or under contract by closing. 
 


c. The expected closing and transfer of ownership and operations 
date for KW Resort Utilities is in the 12/2015 to 3/2016 period. 
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1.14 EFFECT OF EXTRAORDINARY ASSUMPTIONS AND HYPOTHETICAL 
CONDITIONS 


 
The effects of the Extraordinary Assumptions and Hypothetical Conditions are to 
value a potential transaction with FKAA.  Presently, there is no agreement with 
FKAA.  Due to the nature of the special purpose property which is fixed and non-
portable, and the location of the property there are significant benefits to FKAA.   
 
Since this plant is the provider of beneficial reclaimed water, due to the regulatory 
considerations that are present, and the fact that FKAA cannot replace the reclaimed 
water supply without significant capital costs, it is likely a transaction, which has yet 
to be negotiated, would occur.  In the past 38 years of my experience in wastewater 
mergers and acquisitions, one would expect some type of transaction to occur. 
 
1.15 PROCESS AND PROCEDURES FOLLOWED 
 
The process utilized was confirming the valuation assignment, gathering the 
necessary information for the appraisal activities, conducting, evaluating and 
considering the cost approach under a replacement cost new less depreciation in 
continued use, the income approach, and finally the sales comparison approach.  
Following the determinations from each distinct approach, Mr. Hartman weighed the 
approaches utilizing his training, experience and knowledge of the market and the 
subject system.  Following the weighting of the approaches, an Opinion of Value was 
determined and reported in this Appraisal Report. 
 
 
1.16 HIGHEST AND BEST USE 
 
The highest and best use for the KW Resort Utilities is as a public wastewater system.  
Note that the use of the utility system is a monopoly and a special purpose property 
and also has the characteristics of an essential use.  Since the property is specifically 
designed, configured, and constructed solely for the public wastewater utility system 
use, no alternate highest and best use was considered. 
 
 
 
1.17 APPROPRIATE MARKET USED 
 
The appropriate market for the KW Resort Utilities is as a special purpose 
wastewater utility system providing for utility service in the public utility market, 
namely as a non-for-profit wastewater system. 
 
 
1.18 EXCLUSIONS 
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This appraisal has excluded the following aspects of the Utility and those aspects are 
not included in the Opinion of Value delineated herein: 
 


a. Utility’s cash equivalents, accounts receivable and deferred tax 
assets; 


b. Assumption of liabilities of the Utility; 
c. Property owned by other associated parties; and 
d. Activities, rights, and privileges of other associated parties. 


 
In other words, this appraisal is of all of the property of the Utility. 
 
 
1.19 DEPARTURES/SCOPE LIMITATIONS 
 
This appraisal has no known departures or scope limitations. 
 
 
1.20 ASSUMED TERMS AND CONDITIONS 
 
The standard terms and conditions commonly used in the wastewater industry are 
assumed for this appraisal.  The purchase price would be as a cash and/or donation 
purchase in U.S. Dollars at the time of closing.  There are no limitations relative to 
exposure, financing, futures, prepaid or discounted connections, or other factors.  We 
assume that no properties are vested or have prepaid capacity or discounted 
connections in any fashion whatsoever. 
 
The standard terms and conditions assumed are listed below: 
 


 Purchase Price, as Cash and/or donation as Closing, Paid by Buyer 
 Bill of Sale Provided by Seller 
 Satisfaction of Liens, Encumbrances or Title Problems to Obtain Free and Clear 


Title by Seller 
 Easement, Land Rights, or Other Utility Rights Transferred by Seller 
 Regulatory Conduct and Compliance to Maintain Permits without Deficiency 
 Transfer of all Necessary Agreements to Buyer 
 Transfer of Customer Deposits to Buyer 
 Transfer of all Records, Drawings, Reports, Permits and Like Documents to 


Buyer 
 100% Accounts Receivable Collected Forward to Seller as Collected by Buyer 
 Vendor Invoices, Materials, Supplies as Incurred up to Closing Paid by Seller 
 Inventory of Consumables at Closing at Appropriate Levels for Continuous 


Operations 
 All Taxes and/or Fees Paid by Seller Pro Rate through Closing 
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 Inspection of all Closing Documents 
 Consideration for Performance and Penalty or Resolution of Non-performance 
 Verification of Proper Authorization to Bind a Party 
 Conduct After Agreement and Before Closing not to Diminish Value or Hamper 


Operations 
 Seller Keeps Existing Funds, Restricted Funds and Satisfies Debt and Lien 


Obligations 
 “As-is” Type of Transaction 
 Rolling Stock, Movable Equipment, Laboratory Equipment, Tools and 


Accessories or Appurtenances Included in Sale 
 Closing Date, Time, Place and Procedures 
 No Outstanding Litigation 
 Assistance in Petitions or Transfer, No Objections, Contractual Extent and 


Type of Cooperation 
 Payment of Representative Fees and Costs as Incurred by Each Party 
 Payment of Documentary Stamps, Recording Costs by Buyer 
 Payment of Title Search and Policy by Buyer 
 Construction Work in Progress Completed by Seller up to Transfer/Closing 


Date 
 
 
1.21 CLIENT 
 
The Client is KW Resort Utilities located in Florida. 
 
1.22 ADDITIONAL ITEMS 
 
For the purpose of this report, the following additional items warrant attention of the 
reader. 
 


a. Fair Market Value (FMV) is the price that property would sell for on 
the open market.  It is the price that would be agreed on between a 
willing buyer and a willing seller, with neither being required to act 
and both having reasonable knowledge of the relevant facts. 


  
b. Since this property is a special purpose property, it is restricted to 


its permitted use as a wastewater collection, transmission treatment  
and a reuse production facility.  No other restrictions are 
contemplated. 
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SECTION	  2	  
DESCRIPTION	  OF	  FACILITIES	  


	  
2.01 KWRU	  Expansion	  Program	  
	  
	  
The	  Owners	  of	  KWRU	  realized	  that	  the	  entire	  Key	  of	  Stock	  Island	  needed	  central	  
sewage	  service.	   	  In	  March	  of	  2002	  WEC	  developed	  a	  three	  (3)	  phased	  program,	  
design	   and	   permitting	   for	   KWRU	   to	   expand	   from	   250,000	   gpd	   and	  
approximately	   1,000	   connections	   (approximately	   2,000	  ERC’s)	   to	   499,999	   gpd	  
AADF	  and	   a	  nominal	   2,500	   connections	   (approximately	  5,000	  ERC’s).	   	  Monroe	  
County	   reserved	   some	   1,500	   ERC’s	   for	   collection	   system	   service	   for	  
approximately	  $4,600,000	  on	  July	  31,	  2002.	  	  That	  reservation	  did	  not	  include	  the	  
costs	   of	   AWT	   treatment	   and	   reuse	   (See	  Appendix	   G).	   	   That	   program	  has	   been	  
completed.	  	  	  For	  the	  calendar	  year	  of	  2014	  the	  existing	  flows	  are	  at	  or	  exceeding	  
90%	  of	  AWT	  WWTP	  capacity.	  	  	  
	  
KWRU	   has	   very	   little	   inflow	   and/or	   infiltration.	   	   BRIAN,	   Inc.	   rehab	   inspection	  
and	  analysis	  is	  hired	  to	  video	  inspect	  the	  collection	  system	  and	  make	  repairs	  as	  
they	  may	  be	  found.	  
	  
WEC	  and	  BRIAN,	  Inc.	  both	  independently	  have	  found	  the	  collection	  system	  to	  be	  
in	   good	   to	   new	   condition	   and	   having	   minimal	   inflow	   and/or	   infiltration	  
(Appendix	  I).	  
	  
Mr.	   Devon	   Villareal	   provided	   the	   FDEP	   Wastewater	   compliance	   inspection	  
report	  with	  the	  inspection	  January	  30,	  2013	  and	  report	  February	  14,	  2013.	  	  The	  
findings	  were	  that	  KWRU	  was	  in	  compliance	  with	  all	  permits	  (Appendix	  I).	  
	  
The	  existing	  FDEP	  WWTP	  operating	  permit	  expires	  on	  February	  19,	  2017.	  
	  
As	   of	   December	   31,	   2013	   pursuant	   to	   the	   FPSC	   annual	   report	   some	   4,183.65	  
ERC’s	  were	  connected	   to	   the	   system.	   	  As	  of	  December	  31,	  2014	  approximately	  
4,615	   ERC’s	   were	   customers	   of	   the	   system.	   	   The	   current	   December	   31,	   2014	  
treatment	  plant	  capacity	  of	  the	  system	  is	  5,179	  ERC’s.	  
	  
In	   Appendix	   H,	   the	   reader	   can	   find	   the	   advertisement,	   the	   intent	   to	   issue	   by	  
FDEP	  and	  the	  capacity	  page	  of	  the	  Draft	  Permit.	  	  The	  AWT	  WWTP	  is	  expected	  to	  
be	  expanded	  to	  849,999	  gpd	  AADF.	   	  Within	  Stock	   Island,	  KWRU’s	  FPSC	  service	  
area,	  the	  build-‐out	  capacity	  in	  ERC’s	  is	  8,882	  ERC’s.	  
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The	   transmission	   systems	   and	   effluent	   reuse/disposal	   systems	   are	   in	   place	   to	  
serve	   the	   build-‐out	   condition.	   	   It	   is	   expected	   that	   the	   majority	   of	   the	   re-‐
development	  and	  growth	  and	  existing	  development	  connections	  will	  occur	  in	  the	  
2015-‐2024	  time	  period,	  increasing	  the	  connected	  ERC’s	  to	  approximately	  7,500	  
ERC’s.	   	   Thereafter,	   future	   re-‐development,	   under-‐utilized	   acreage	   or	   other	  
customers	  are	  expected	  to	  connect	  over	  time.	  
	  
Some	  of	  the	  near	  term	  growth	  is:	  
1. Stock	  Island	  Marina	  Village	  –	  Estimated	  30,250	  gpd	  or	  313	  ERC’s.	  
2. Oceanside	  Marina	  –	  Estimated	  26,125	  gpd	  or	  271	  ERC’s.	  
3. Sunset	  Marina	  –	  15,000	  gpd	  or	  some	  155	  ERC’s.	  
4. Bernstein	  Development	  –	  30,000	  gpd	  or	  some	  310	  ERC’s.	  
5. Approximately	   40	   acres	   of	   scarified	   or	   under-‐utilized	   land	   -‐	   unknown	   flow	  


and	  ERC’s.	  
6. Unconnected	  Residential	  Units	  –	  Future	  
7. Unconnected	  Developed	  Non-‐Residential	  –	  Future	  


	  
	  


2.02 Collection	  Systems	  and	  Reuse	  Systems	  
	  
	  
The	  following	  is	  from	  the	  December	  18,	  2014	  WEC	  report	  which	  can	  be	  found	  in	  
its	  entirety	  as	  Appendix	  E.	  
	  
Lincoln	  Gardens	  Gravity	  Collection	  System	  
The	   Lincoln	   Gardens	   area	   of	   South	   Stock	   Island	   consists	   of	   a	   residential	   area	  
served	   by	   a	   gravity	   collection	   system.	   	   The	   gravity	   mains	   and	   manholes	   are	  
located	   in	   the	   public	   right	   of	   way	   or	   in	   permanent	   easement	   granted	   to	   the	  
Utility.	  
	  
The	   gravity	   piping	   is	   generally	   vitrified	   clay.	   	  Much	   of	   the	   pipe	   has	   been	   slip-‐
lined	   with	   plastic	   liners,	   including	   the	   gravity	   laterals.	   	   The	   piping	   is	   in	   good	  
condition.	   	   Salinity	   records	   show	   that	   there	   is	   very	   little	   saltwater	   infiltration.	  	  
Flow	  records	  demonstrate	  that	  the	  wet	  weather	  inflow	  and	  infiltration	  is	  limited.	  
	  
There	   are	   three	   Utility-‐owned	   lift	   stations	   (discharge	   into	   gravity	   piping)	   and	  
Utility-‐owned	  force	  main	  pump	  stations	  in	  the	  system.	  	  The	  Sunset	  Trailer	  Park	  
area	   discharges	   into	   the	   Lincoln	   Gardens	   gravity	   collection	   system,	   using	   a	  
number	  of	  small	  grinder	  lift	  stations.	  
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The	  gravity	  collection	  system	  consists	  of	  approximately:	  


• 20,525	  LF	  of	  8”	  gravity	  main	  
• 300	  LF	  of	  10”	  gravity	  main	  
• 53	  manholes	  
• 3,015	  LF	  of	  4”	  gravity	  service	  laterals	  (to	  property	  line)	  


	  
	  


Key	  West	  Golf	  Club	  Development	  Gravity	  Collection	  System	  
The	   Key	   West	   Golf	   Club	   Development	   is	   a	   residential	   community	   located	   on	  
North	  Stock	  Island.	  	  It	  is	  served	  by	  a	  gravity	  collection	  system	  that	  discharges	  to	  
two	   force	  main	  pump	  stations.	   	  The	  gravity	  collection	  system	   is	  constructed	  of	  
PVC	  and	   is	   in	  new	  condition.	   	   It	   is	   located	  within	  the	  common	  area	  (streets)	  of	  
the	  development.	  
	  
The	  gravity	  collection	  system	  consist	  of	  approximately:	  


• 6,285	  LF	  of	  8”	  gravity	  main	  
• 662	  LF	  of	  6”	  gravity	  main	  
• 36	  manholes	  
• 3,150	  LF	  of	  6”	  gravity	  lateral	  (to	  property	  line)	  
• One	  pump	  station	  with	  two	  5	  HP,	  230	  V,	  3	  Φ	  solids	  –handling	  pups	  


	  
	  


South	  Stock	  Island	  Vacuum	  Collection	  System	  
The	   South	   Stock	   Island	   vacuum	   collection	   system	   serves	   the	   remainder	   of	   the	  
properties	   south	   of	   US	  Highway	   1	   that	   are	   not	   served	   by	   the	   Lincoln	   Gardens	  
gravity	   collection	   system	   or	   by	   the	   KWRU	   force	   main	   system.	   	   The	   vacuum	  
system	  is	  constructed	  of	  PVC	  piping,	  fiberglass	  vacuum	  pits	  and	  concrete	  buffer	  
tanks.	  	  6”	  PVC	  gravity	  laterals	  connect	  properties	  to	  the	  vacuum	  pits	  and	  buffer	  
tanks.	  
	  
Certain	   larger	   properties	   were	   provided	   with	   a	   vacuum	   stub	   from	   which	  
privately-‐owned	  vacuum	  collections	  systems	  were	  extended	  onto	  the	  properties.	  	  
The	  quantities	  of	  privately-‐owned	  vacuum	  collection	  system	  piping	  and	  pits	  are	  
not	  included	  in	  the	  following	  summary.	  
	  
The	  vacuum	  collection	  system	  consist	  of	  approximately:	  


• 13,665	  LF	  of	  10”	  vacuum	  main	  
• 4,709	  LF	  of	  8”	  vacuum	  main	  
• 5,435	  LF	  of	  6”	  vacuum	  main	  
• 1,095	  LF	  of	  4”	  vacuum	  main	  
• 1,670	  LF	  of	  3”	  vacuum	  service	  lateral	  (to	  vacuum	  pits)	  
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• 71	  vacuum	  pits	  
• 14	  buffer	  tanks	  
• 2,368	  LF	  of	  6”	  gravity	  lateral	  (to	  property	  line)	  


	  
The	  vacuum	  collection	  system	  is	  operated	  by	  vacuum	  provided	  from	  the	  vacuum	  
pump	  station	  located	  at	  6630	  Front	  Street	  at	  the	  KWRU	  WWTP	  site.	  	  The	  vacuum	  
collection	   tank	   is	   buried,	   with	   adjacent	   inlet	   and	   discharge	   valve	   vaults.	   	   The	  
submersible	   sewage	   pumps	   are	   located	   in	   the	   vacuum	   collection	   tank,	   are	   rail	  
mounted	   and	   are	   readily	   accessible	   through	   two	   quick-‐release	  manways.	   	   The	  
vacuum	  pumps	  and	  motor	  control	  center	  are	  located	  in	  an	  adjacent	  building.	  	  All	  
components	  are	  in	  good	  condition.	  
	  
The	  vacuum	  pump	  station	  consists	  of:	  


• One	  5,000	  gallon	  vacuum	  collection	  tank	  
• Two	  25	  HP,	  460	  V,	  3	  Φ,	  submersible	  sewage	  solids-‐handling	  pumps	  
• Four	  25	  HP,	  460	  V,	  3	  Φ,	  vacuum	  pumps	  
• Motor	  control	  center	  
• Vacuum	  Station	  building	  


	  
	  


Sewage	  Force	  Main	  Systems	  
The	  KWRU	  sewage	  force	  main	  systems	  consist	  of	   force	  main	  piping	  of	  varying	  
sizes	   and	   10	   Utility-‐owned	   pump	   stations.	   	   There	   are	   approximately	   29	  
privately-‐owned	   pump	   stations	   connected	   to	   the	   KWRU	   force	   main	   systems.	  	  
The	  piping	  is	  PVC	  or	  HDPE	  and	  is	  in	  new	  to	  good	  condition	  and	  is	  located	  in	  the	  
public	  right	  of	  way	  and	  in	  easements.	   	  The	  quantities	  of	  privately-‐owned	  force	  
mains	  are	  not	  included	  in	  the	  summary	  below.	  
	  
The	  force	  main	  systems	  consist	  of	  approximately:	  


• 8,110	  LF	  of	  8”	  force	  main	  
• 3,636	  LF	  of	  6”	  force	  main	  
• 11,085	  LF	  of	  4”	  force	  main	  


	  
The	  sewage	  pumping	  stations	  consist	  of:	  


• Pines	  &	  Palms	  Pump	  Station:	  Two	  5	  HP,	  480	  V,	  3	  Φ,	  submersible	  solids-‐
handling	  pumps	  


• Boyd’s	  Campground	  Pump	  Station:	  Two	  5	  HP,	  230	  V,	  3	  Φ,	   submersible	  
grinder	  pumps	  


• Laundromat	   Lift	   Station:	   Two	   0.5	   HP,	   240	   V,	   1	   Φ,	   submersible	   solids-‐
handling	  pumps	  


• L2A	  Pump	  Station:	  Two	  5	  HP,	  230	  V,	  3	  Φ,	  submersible	  grinder	  pumps	  
• Forcemain	   Pump	   Station:	   Two	   5	   HP,	   230	   V,	   3	   Φ,	   submersible	   grinder	  


pumps	  
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• L4	   Lift	   Station:	   Two	   0.5	   HP,	   230	   V,	   1	   Φ,	   submersible	   solids-‐handling	  
pumps	  


• L3	   Lift	   Station:	   Two	   0.5	   HP,	   230	   V,	   1	   Φ,	   submersible	   solids-‐handling	  
pumps	  


• L1	   Lift	   Station:	   Two	   0.5	   HP,	   230	   V,	   3	   Φ,	   submersible	   solids-‐handling	  
pumps	  


• Bayshore	   Manor	   Pump	   Station:	   Two	   2	   HP,	   230	   V,	   3	   Φ,	   submersible	  
grinder	  pumps	  


• Monroe	   County	   Animal	   Shelter:	   Two	   2	   HP,	   230	   V,	   3	   Φ,	   submersible	  
solids-‐handling	  


• MCDC	  Main	  Pump	  Station:	  Two	  15	  HP,	  460	  V,	  3	  Φ,	   submersible	   solids-‐
handling	  pumps	  


• Golf	   Course	   Main	   Pump	   Station:	   Two	   5HP,	   408	   V,	   3	   Φ,	   submersible	  
grinder	  pumps	  


	  
	  


Reclaimed	  Water	  Mains	  
The	  KWRU	  reclaimed	  water	  transmission	  system	  pumps	  reclaimed	  water	  to	  the	  
Key	  West	  Golf	  Club,	  the	  Monroe	  County	  Detention	  Center	  and	  has	  recently	  been	  
extended	  to	  the	  Lower	  Florida	  Keys	  Medical	  Center,	  Gerald	  Adams	  elementary	  
school	   and	   the	  Florida	  Keys	  Community	  College.	   	  The	   transmission	  mains	   are	  
constructed	   of	   PVC	   and	   HDPE	   pipe	   and	   are	   in	   new	   to	   good	   condition.	   	   The	  
piping	  is	  located	  in	  the	  public	  right	  of	  way	  and	  in	  easements.	  
	  
There	   are	   two	   Utility-‐owned	   reclaimed	   water	   pumping	   stations.	   The	   main	  
pumping	   station	   is	   located	   at	   the	   KWRU	  WWTP	   at	   6630	   Front	   Street.	   	   This	  
pump	   station	   is	   in	   good	   condition.	   	   The	   secondary	   pump	   station	   is	   located	  
adjacent	  to	  the	  reclaimed	  water	  storage	  pond	  on	  the	  Key	  West	  Golf	  Club.	   	  The	  
secondary	  pump	  station	  withdraws	  reclaimed	  water	   from	  the	  8”	   transmission	  
main	   upstream	   of	   the	   discharge	   into	   the	   storage	   pond.	   	   It	   pumps	   reclaimed	  
water	  to	  the	  Monroe	  County	  Detention	  center	  and	  other	  users	  on	  North	  College	  
Road.	  	  The	  secondary	  pump	  station	  is	  in	  new	  condition.	  
	  
The	  reclaimed	  water	  transmission	  system	  consists	  of	  approximately:	  


• 8,150	  LF	  of	  8”	  transmission	  main	  
• 4,525	  LF	  of	  4”	  transmission	  main	  
• 16	  LF	  of	  3”	  transmission	  main	  


	  
The	  reclaimed	  water	  pumping	  stations	  consist	  of:	  


• Main	  Pump	  Station:	  Two	  40	  HP,	  460	  V,	  3	  Φ,	  dry-‐well	  water	  pumps	  
• Golf	   Course	   Pond	   Pump	   Station:	   Two	   2	   HP,	   230	   V,	   3	   Φ,	   submersible	  


water	  pumps	  
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On-Site	  Infrastructure	  Owned	  by	  Others	  
Certain	   larger	   properties	   on	   Stock	   Island	   that	   are	   connected	   to	   the	   KWRU-‐
owned	  vacuum	  sewer	   system,	   the	  gravity	   sewer	   system	  or	   to	   the	   sewer	   force	  
mains	   have	   on-‐site	   collection	   systems	   that	   are	   owned	   and	  maintained	   by	   the	  
property	   owners.	   	   The	   types	   and	   quantities	   of	   infrastructure	   on	   these	  
properties	   has	   been	   estimated	   using	   available	   design	   drawings,	   permitting	  
information	  scaled	  aerial	  photographs	  and	  historical	  knowledge	  of	  the	  facilities.	  
	  
Many	  of	   these	   larger	  properties	  have	  been	   re-‐developed	   in	   recent	  years.	   	  The	  
piping	   generally	   consists	   of	   PVC	   or	   HDPE	   piping	   and	   is	   in	   new	   to	   good	  
condition.	   	  The	  attached	  spreadsheet	  provides	   information	  regarding	   the	   type	  
of	  collection	  systems	  and	  the	  estimated	  quantities	  of	  infrastructure	  present	  for	  
each	  property.	  
	  
2.03 AWT	  WWTP	  and	  Injection	  Wells	  


	  
KWRU	  has	  an	  existing	  499,999	  gpd	  AADF	  AWT	  WWTP.	  	  They	  have	  two	  (2)	  back-‐
up	  10-‐inch	  injection	  wells.	  	  The	  primary	  means	  of	  effluent	  use	  is	  through	  the:	  


• Key	  West	  Golf	  Club	  –	  an	  18-‐hole	  golf	  course	  with	  all	  amenities	  and	  green	  
areas.	   	  The	  golf	  club	  has	  approximately	  1.5	  mg	  of	  on-‐site	  storage	  for	  the	  
reclaimed	   water.	   	   The	   golf	   club	   was	   sold	   approximately	   250,000	   gpd	  
AADF.	   	   The	   green	   areas	   can	   accommodate	   approximately	   750,000	   gpd	  
AADF	  if	  required.	  


• Monroe	   County	   Detention	   Center	   (MCDC)	   –	   this	   facility	   uses	   reclaimed	  
water	  for	  the	  toilets	  and	  other	  non-‐human	  contact	  water	  uses	  as	  well	  as	  
for	  irrigation.	  	  MCDC	  was	  sold	  approximately	  15,000	  gdp	  AADF.	  	  Note	  that	  
institutional	  and	  emergency	  uses	  are	  not	  a	  portion	  of	  the	  reclaimed	  water	  
sales.	  


• Lower	  Florida	  Key	  Medical	  Center	  –	  a	  recent	  new	  customer.	  
• Gerald	  Adams	  Elementary	  School	  –	  a	  recent	  new	  customer.	  
• Florida	  Keys	  Community	  College	  –	  a	  recent	  system	  extension.	  


	  
There	   is	   an	   agreement	   for	   reuse	   water	   for	   the	   developing	   Sunset	   Marina	   as	  
shown	  in	  Appendix	  G	  for	  another	  reclaimed	  water	  customer.	  
	  
Future	   additional	   reclaimed	   water	   users	   will	   be	   the	   re-‐developing	   areas	  
discussed	  earlier.	  
	  
The	  KWRU	  service	  area	  is	  shown	  on	  Figure	  1.	  
	  
The	   following	   pages	   are	   taken	   directly	   from	   the	   FDEP	   approved	   WEC	  
Preliminary	  Design	  Report.	  
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2.04 Original	  Cost	  Less	  Depreciation	  
	  


Original	  Cost	  Less	  Depreciation	  (OCLD)	  is	  not	  FMV.	  	  The	  OCLD	  of	  the	  net	  plant	  in	  
service	   as	   of	   December	   31,	   2013	   is	   $11,979,838	   (see	   page	   18	   of	   18	   of	   utility	  
plant	   in	  service-‐restated-‐Order	  No.	  PSC-‐09-‐0057-‐FOF-‐SU).	   	  The	  Monroe	  County	  
CIAC	  as	  of	  2004	  was	  $4,606,000.	   	  The	  weighted	  average	  service	  life	  is	  45	  years	  
for	  the	  CIAC.	  	  The	  OCLD	  of	  that	  CIAC	  is	  $3,582,444.	  	  The	  facilities	  are	  owned	  and	  
operated	   by	   KWRU.	   	   The	   original	   cost	   for	   the	   utility	   began	   in	   1985	   and	   the	  
majority	  of	   the	  existing	  assets	  were	  built	  originally	   in	   the	   following	   three	   time	  
periods;	  1986,	  1996-‐99	  and	  2002-‐2008.	  
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SECTION 3 
VALUATION METHODS 


 
 
 


3.1 GENERAL 
 


The objective of this Report is to determine the fair market value of the Utility.  Fair 
market value assumes that both the buyer and the seller are aware of all relevant 
information and that neither party is under the compulsion to act.  The method 
utilized herein to provide a basis for an opinion of value considering the three 
approaches consisting of: 
 


i. the cost approach; 
ii. the income approach; and 
iii. the comparable sales approach. 


 
These approaches analyze various aspects of the utility system, including the physical 
conditions of the existing utility system, the cash flows anticipated to be generated by 
the utility system in the future, and finally, the transaction factors related to the 
acquisition of similar systems in the past.  Even though none of these methods may 
be considered ideal on a stand-alone basis, since each evaluated a particular facet of 
the utility system, the consideration and relative weighting of all three provides 
valuable input when considering other factors and the use of judgment in 
determining the value of the Utility.  The remainder of this section provides a general 
description of the valuation approaches considered for the Report. 
 
 
3.2 COST APPROACH 
 
Replacement cost new less depreciation (RCNLD) is a cost approach method selected 
for this report that is commonly utilized in the determination of value in utilities and 
has been an accepted method in litigation cases involving the acquisition of utilities 
throughout the United States.  The primary reason for this is the fact that most utilities 
are comprised of complex treatment, pumping, and piping networks which all have 
various services lives and different years of installation.  In order to address these 
technically complex facilities, the RCNLD method has been developed. 
 
There is a difference between the reproduction cost and replacement cost of utility 
assets.  The reproduction cost is a duplication of exactly the same facilities.  In 
contrast, the replacement cost is the provision of facilities that would be available 
today with their improved efficiencies and more effective cost utilizing the 
commercially available materials, equipment, etc. complete as one single project and 
obtaining the economy of scale thereof.  The replacement cost method assumes that 
the most economical sequence of construction is utilized.  This means that the cost of 
restoration, impacts of conflicts, etc. are not included.  In addition, only one (1) start 
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up and shut down cost is included.  Similarly, any premiums or overtime costs or 
special procurement mobilization/demobilization costs are not included other than 
for the single large economic construction project.  The replacement cost approach 
excludes excess capital, as delineated above, which an investor would normally not 
pay for in the existing facilities.  Rather, the approach is based upon the theory of the 
substitution and the prevailing market concept that no investor would pay more than 
the cost to replace the same system with the same characteristics in the most efficient 
manner. 
 
There are three (3) components to the overall depreciation taken in this approach.  
The first component of depreciation, and the first to be applied, is the physical 
depreciation of the property.  The second level is the functional obsolescence of the 
existing property and is deducted from the replacement cost new less physical 
depreciation.  The functional obsolescence is associated with the facilities themselves 
and is inherent to the Utility itself being derived from construction, configuration, 
operations, management, and administration.  The final component of depreciation 
in the method is for external obsolescence.  External obsolescence accrues from all 
outside factors impacting the Utility.  The impact of regulation, customer acceptance, 
historical rate and charge regulation or lack thereof, the ability to generate excess 
revenues sufficient to support the system, development conditions, and many other 
factors external to the system itself. 
 
The RCNLD analysis is based upon the following assumptions: 
 


1. All Utility physical assets are designed, permitted and constructed in one 
continuous effort. 
 


2. The construction activities are assumed to follow the same historical sequence 
as that followed in the service area.  For example, gravity collection mains, 
force mains and manholes were assumed to be constructed before or 
simultaneously with the roads and driveways.  The vacuum system is as 
constructed. 
 


3. The engagement of general contractors, acting for the Utility and under its 
supervision, utilizing current construction practices and procedures to 
replace the property in such a manner so as to achieve all efficiencies that 
these procedures and practices would allow. 
 


4. The replacement unit prices from recent sources are adjusted based on the 
appropriate index. 
 


5. The replacement unit prices include the costs of all labor, material, and 
equipment directly related to specific items. 
 


6. The replacement cost includes the cost associated with overhead and 
engineering fees incurred throughout the course of the project.  These costs 
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are presented as a percentage of the total construction costs of the replaced 
facilities and depreciated in the replacement cost analysis. 
 


 
3.2.1 Depreciation Analysis 
 
Depreciation is defined basically as the loss of value or worth of a property from all 
causes including those resulting from physical deterioration, functional obsolescence, 
and economic obsolescence.  These causes and their effects are usually unique to each 
utility. 
 
 
3.2.1.1 Average Service Life (ASL) Schedule 
 
The appropriate ASL schedule for valuation of any utility should consider 
manufacturers’ anticipated service lives, maintenance of facilities, service lives of like 
components and the utility system as determined by field inspections.  This 
information is utilized to obtain the ASL for the Utility assets under normal service, 
including proper maintenance and repair.  HC has incorporated ASLs being used by 
representatives of the wastewater industry in this appraisal.  The ASLs utilized in the 
replacement cost approach are shown in Table 4-3 located in Section 4. 
 
The effects of both the level of maintenance performed on the Utility and the 
deficiencies of the Utility on the value of the assets are addressed later in this analysis.  
These effects are determined based on inspection, evaluation, and analyses of the 
Utility assets which provide specific functions for the Utility.  The impacts from lack 
of maintenance and observed deficiencies are then applied in the replacement cost 
analysis. 
 
 
3.2.2 Cost Determination 
 
Complete Construction costs are used in the determination of the estimated cost-new 
valuation. 
 
 
3.2.3 Indirect Cost Components and Percentages 
 
The cost approach includes the costs associated with overhead incurred throughout 
the course of construction.  These costs are presented as a percentage of the total 
construction costs of the replaced facilities.  Engineering and other costs are 
depreciated, as they are associated with the assets in the replacement cost analysis. 
 
 
3.3 INCOME APPROACH 
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The income approach values a utility based on the present value of the available cash 
flows anticipated to be generated in the future.  The theory behind this particular 
approach is based upon the concept of converting the anticipated financial benefits of 
ownership in the future to an estimate of the present value in today’s environment.  
Depending upon the circumstances surrounding each acquisition, the income stream 
may be based on the net operating revenues derived from existing and future growth 
as well as the value of capital contributions received from new system growth in the 
future. 
 
Utilizing this approach, the net income for the utility is projected over a specific 
timeframe and subsequently expressed in terms of its value today based upon the use 
of an appropriate present value or discount factor.  In order to reflect future financial 
and operational conditions as accurately as possible, this approach relies heavily on 
past and present financial data such as that found in audited financial statements and 
financial reports. The projection of net income is available over the specified time 
period, which has been determined to be 36 years.  It is anticipated that certain pipe 
and property would exceed 36 years in future life; while equipment, instrumentation, 
meters, etc. would have to be replaced well before a thirty six (36) year period. For 
the purposes of this report, a 30 year period plus reversion is used.  Note that 
renewals and replacements (R & R) and a recovery of maintenance costs are provided 
in the rate revenue.  Finally, any other adjustments, which may be appropriate, are 
made based on the circumstances surrounding the particular acquisition.   
 
In general, the development of an income approach would involve the following steps 
and decisions: 
 


1. Determine the appropriate term to use for the projection period.  Based on the 
individual circumstances, this period may change from acquisition to 
acquisition.  For example, the anticipated remaining useful life of the physical 
assets may be used if adequate information exists for this determination. 
 


2. Review relevant past and present financial and operating data available for the 
utility as it exists today.  This will include sources of operating and capital 
revenues and expenses; transfers; depreciation (if appropriate); personnel 
and associated costs; historical customer growth and usage patterns; known 
and anticipated changes in future customer statistics; and similar factors. 
 


3. Develop a customer and usage forecast corresponding to the projection period 
chosen based on the review of past and present actual financial data and any 
known or anticipated changes in the future. 
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4. Develop a schedule of revenues and expenses for the projection period based 
on the customer forecast and current financial statistics of the system while 
reflecting applicable adjustment thereto pursuant to the ownership assumed 
in the analysis.  In projecting the revenues and expenses, other adjustments 
may be necessary based on the assumptions inherent in the particular 
analysis. 
 


5. Determine any appropriate capital contributions and/or capital expenditures 
which may be necessary as a result of new customer growth or capital 
improvement needs in the future.  This facet of the cash flow analysis will 
depend on factors such as the remaining capacity in the existing system and 
the assumed customer forecast.  Based on such assumptions, the inclusion of 
capital revenues and/or capital expenditures in the present value analysis 
may be appropriate.  Such capital revenues are only collected up to the full 
utilization of existing capacity, no system expansion beyond the 850,000 gpd 
AWT WWTP capacity are provided. 
 


6. Determine the applicable present value discount factor to be utilized in the 
analysis.  This factor will vary depending on the ownership assumed in the 
future.  For example, under non-for-profit ownership, the current interest rate 
on long-term tax free revenue bonds may serve as the basis for the discount 
rate.  
 


7. Apply the present value discount factor to the anticipated cash flows for the 
projection period. 


 
8. Make any other appropriate adjustments which may be necessary. 


 
For this particular valuation, there are factors which nullify the importance of the 
income approach in the opinion of value. The income approach is further discussed 
in Section 5. 
 
 
3.4 COMPARABLE SALES AND COMPARABLE PROJECTS DEPRECIATED 


APPROACH 
 
The comparable sales approach to utility valuation assumes that knowledgeable 
buyers and sellers of water, wastewater and reclaimed utilities generally know the 
“Market” for such utility systems.  The purpose of this market approach is to examine 
the history of water, wastewater and reclaimed utility acquisitions, and to analyze the 
conditions under which the systems were acquired in an effort to arrive at an implied 
purchase price for the subject system. Research has been conducted in order to gather 
a database of information regarding utility acquisitions.  In order to compare the 
different transactions, various financial, technical, legal, and customer service 
information was analyzed and adjusted.  Moreover, discussions with the negotiators, 
buyers, and sellers are useful and informative to the analyses. 
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Since recent Air Vac collection systems have been installed in the Florida Keys in 
Islamorada, Cudjoe Key and other areas. Such costs were reviewed and depreciated 
as a comparison.  This serves as a check to the replacement cost new plan take-offs 
and contractor estimates.  Both would then be depreciated and adjusted the same to 
render a second check of the cost approach and what the market has paid for similar 
facilities.  
 
 
3.5 SUMMARY 
 
In order to determine the fair market value for the Utility to be acquired, this Report 
considers three valuation approaches.  The three valuation approaches include the; 
1) cost approach; 2) income approach (not used) and 3) comparable sales approach 
(modified as stated above).  Each approach is independent and results in a separate 
and distinct finding.  Such findings are subsequently weighted and considered 
together with other factors to formulate an opinion of value for the Utility.  The 
resulting opinion of value is based upon the foregoing findings as well as professional 
experience utilizing the extraordinary assumptions and hypothetical conditions as 
stated herein. 
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SECTION 4 
COST APPROACH 


 
 
 


4.1 INTRODUCTION 
 


This section of the Report presents the Cost Approach for the Utility property that 
are providing wastewater services for the KWRU customers.  The methodology 
selected for use in the Cost Approach valuation of the above Utility is replacement 
cost new less depreciation (“RCNLD”).  This method is commonly utilized in the 
determination of value of public utilities and has been an accepted method with 
regard to value for several court cases involving the acquisition of utilities 
throughout the United States.  The primary reason for using the RCNLD method is 
the fact that most utilities are comprised of complex treatment, pumping, and piping 
networks with various service lives and years of installation.  In order to address 
these technically complex facilities, the RCNLD method has been chosen for the Cost 
Approach for valuation. 
 
 
4.2 REPLACEMENT COST DETERMINATION 
 
The replacement cost of this special purpose property to be in place and in-service 
is determined by calculating the construction cost of the same, equivalent or like-
kind new facilities which the marketplace would install and deducting the various 
forms of depreciation.  The determination of replacement assumes that replacing 
the Utility is one (1) large project with inherent economies of scale which are 
represented in the determination of replacement costs.  The replacement costs used 
are derived from a variety of sources.  These sources include: 
 


a. Actual construction costs of projects from HC research; 
b. Calls to contractors for estimates of prices, including those direct cost 


components which are generally described in Table 4-1 herein; 
c. Calls to manufacturers for material prices as well as for their experiences 


associated with the installation of their equipment; 
d. Bill of sales where applicable; 
e. Utilization of various construction cost estimating manuals such as the RS 


Means Cost Data (“RS Means”) and/or the Engineering News Record (“ENR”) 
Cost Indices/Information for various components; and 


f. Utilizing capacity ratios as necessary to interpolate to a needed equivalent 
facility from two (2) comparable bids of slightly differing size. 
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Table 4-1 


Direct Cost Components Included in Unit Prices 
Item No. Description 
  
1 Replacement Cost of the Item 
2 Sales Taxes, as Applicable 
3 Freight 
4 Rigging and Moving, as Applicable 
5 General Electrical Item Related 
6 Item Foundation or Fixture 
7 Item Piping Connection to Value of Plant Piping, as Applicable 
8 Debugging, as Applicable 
9 Item Operation and Maintenance (O&M) Manual 
10 Start-Up 
11 
12 


Labor and Cost for Construction 
Equipment/Machinery/Tools/Specials Necessary for Installation 


 
 
Data obtained from the above sources has been summarized and included within 
the analyses provided.  Additionally, construction work in progress is not valued 
and is considered as part of the standard terms and conditions of a utility 
transaction. 
 
The American Society of Appraisers (“ASA”), in their Principals of Valuation courses 
involving the machinery and technical specialties which include the specific 
provision for public utilities, have developed valuation guidelines.  Through their 
courses title ME 201, 202, 203, and 204 for machinery and equipment valuation, the 
methodology is summarized.  These guidelines provide for the rounding of valuation 
amounts.  This report is compliant with the Uniform Standards of Professional 
Appraisal Practice, 2014-2015 Edition.  The rounding pursuant to ASA guidelines 
are shown in Table 4-2, below. 
 


Table 4-2 
Rounding of Valuation Amounts 


Amount Determined Rounded to Nearest (1) 


0-$2,000 $10 
$2,001-$20,000 $100 


$20,001-$500,000 $1,000 
$500,001-$10,000,000 $10,000 


Over $10,000,000 $100,000 
___________ 
Source: ASA guidelines 
 


4-2







KW Resort Utilities\Report\Section 4 
HC #14076.00  


4.2.1 INDIRECT COST COMPONENTS 
 
The indirect cost components included in this analysis are legal costs; insurance 
costs and other related insurance items; licenses, permits, and fees; technical 
services; financing; and complete overhead costs.  Table 4-3 below presents these 
costs as a percentage of the asset.  This is customary and typical for the industry.  
Note that the ASCE Manual of Practice No. 45 and the Florida Institute of Consulting 
Engineering curves are utilized for the technical service aspects.  Also note that it is 
assumed that the construction period for this project would be 18 months using a 
50% convention and a developer’s 4.5% interest rate on financing provided for a 
calculated value of 3.4% of costs.  WEC, HC and KWRU have costs, which are typical 
for a utility system of this kind.  Those costs involve the administration, owner’s 
overhead and planning costs associated with the owner’s activities.  This percentage 
has been taken at 3.5%.  The total indirect cost for the project has been determined 
at 21.7%. 
 


Table 4-3 
Indirect Cost Components and Percentages 


Description Percentage (1) 


Legal 1.0% 
Insurances, etc. 0.5% 
Licenses, Permits, and Fees 1.0% 
Accounting 0.5% 
Engineering & Surveying, Procurement, Monthly Pay 
Requests, Construction Management and Record Drawings 


8.9% (2) 


Testing, Technical Services, O&M Manual, Start-Up and 
Certification  


2.9% (2) 


Financing (18 months – 50% convention) 3.4% (3) 


Administration, Overhead, Planning, Owner’s Rep., etc.  3.5% (4)  
Total 21.7% 
 
____________________________ 
Notes:  (1) Otherwise stated from market review of total project costs without 


premiums or interveners or special services. 
 (2) ASCE MOP 45 and FICE curves. 
 (3) Assumes financing @ 4.5% 
 (4) Administration as part-time @ 1.0%, Owner’s Overhead @ 1.0%, 


Planning @ 0.5%, and Rep. @ 1.0%. 
 


4.3 RECOMMENDED DEPRECIATION SCHEDULE 
 
Each Utility component has been assigned an average service life.  HC’s professional 
staff has performed numerous property studies including surveys of Florida 
utilities, analysis of Public Service Commission regulated utilities, specific surveys 
and reports for utility systems, as well as utilizing the available information on 
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depreciation of public utility property specific to the design specification delineated 
within this section.  HC has used the information compiled and their professional 
experience and judgement to assign appropriate average services lives. 
 
Table 4-4 summarized utility system component average service life (“ASL”) for 
each of the various categories of property utilized in this appraisal for physical 
depreciation.  The depreciation has been taken on a straight-line basis utilizing the 
components and the average service lives shown on Table 4-4. 
 


Table 4-4 
Water and Wastewater System Component 


Average Service Life (ASL) 
Category ASL 


Raw Wastewater Force or Vacuum Mains 75 Years 
Vacuum Pit 30 Years 
Vacuum Station (WWTP) 60 Years 
Services 60 Years 
Gravity Sewers 75 Years 
Manholes 60 Years 
Lift Stations 50 Years 
Wastewater Treatment Plant (Structure & Improvements) 50 Years 
Pumping Equipment 20 Years 
Treatment Equipment 40 Years 
Tanks / Reservoirs 60 Years 
Chemical Tanks 40 Years 
Electrical Equipment 30 Years 
Master Meter 15 Years 
Valves 75 Years 
Disinfection Equipment 20 Years 
Site Work 50 Years 
Land ACKW / N/A 
Easements ACKW / N/A 
Inventory / Consumables At Cost 
Equipment, Tools & Portable Items 15 Years Composite 


 
 
4.4 ESCALATION INDICES 
 
The escalation indices used in this Report are applied when trending capital costs – 
the Engineering News Record Construction Cost Index, sales operations – the FPSC 
Price Deflation and CPI and as the risk free rate portion of the discount factor build-
up method.  Table 4-5 presents a summary of these indices. 
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FPSC Annual  
Commission- 


Apprvd Index of  
Regulated Water &  


WW Utilities 
Year FPSC Price Deflator 


Index % Chg. Index % Chg. % Chg.  
90.9 3,535 


1982 9.02% 96.5 6.13% 3,825 8.20% 
1983 5.99% 99.6 3.21% 4,066 6.30% 
1984 4.25% 103.9 4.30% 4,146 1.97% 
1985 3.76% 107.6 3.55% 4,195 1.18% 
1986 3.33% 109.6 1.90% 4,295 2.38% 
1987 2.69% 113.6 3.66% 4,406 2.58% 
1988 2.89% 118.3 4.08% 4,519 2.56% 
1989 4.35% 124.0 4.83% 4,615 2.12% 
1990 4.12% 130.7 5.40% 4,732 2.54% 8.61% 
1991 4.12% 136.2 4.23% 4,835 2.18% 8.14% -0.47% 
1992 3.63% 140.3 3.03% 4,985 3.10% 7.67% -0.47% 
1993 3.33% 144.5 2.95% 5,210 4.51% 6.59% -1.07% 
1994 2.56% 148.2 2.61% 5,408 3.80% 7.37% 0.78% 
1995 1.95% 152.4 2.81% 5,471 1.16% 6.88% -0.49% 
1996 2.49% 156.9 2.93% 5,620 2.72% 6.71% -0.17% 
1997 2.13% 160.5 2.34% 5,826 3.67% 6.61% -0.10% 
1998 2.10% 163.0 1.55% 5,920 1.61% 5.58% -1.03% 
1999 1.21% 166.6 2.19% 6,059 2.35% 5.87% 0.30% 
2000 1.36% 172.2 3.38% 6,221 2.67% 5.94% 0.07% 
2001 2.50% 177.1 2.83% 6,343 1.96% 5.49% -0.45% 
2002 2.33% 179.9 1.59% 6,538 3.07% 5.40% -0.09% 
2003 1.31% 184.0 2.27% 6,694 2.39% 4.96% -0.44% 
2004 1.60% 188.9 2.68% 7,115 6.29% 5.04% 0.09% 
2005 2.17% 195.3 3.39% 7,446 4.65% 4.64% -0.40% 
2006 2.74% 201.6 3.23% 7,751 4.10% 4.89% 0.24% 
2007 3.09% 207.3 2.85% 7,966 2.77% 4.84% -0.05% 
2008 2.39% 215.3 3.84% 8,310 4.32% 4.28% -0.56% 
2009 2.55% 214.5 -0.36% 8,570 3.13% 4.08% -0.20% 
2010 0.56% 218.1 1.64% 8,802 2.71% 4.25% 0.17% 
2011 1.18% 224.9 3.16% 9,066 2.99% 3.91% -0.34% 
2012 2.41% 229.6 2.07% 9,313 2.73% 2.92% -0.99% 
2013 1.63% 233.0 1.46% 9,546 2.50% 3.45% 0.52% 
2014 1.41% 235.0 0.88% 9,699 1.61% 3.66% 0.21% 


30-Yr Avg 2.46% 2.88% 2.89% 
20-Yr Avg 1.96% 2.42% 3.08% 5.16% 
10-Yr Avg 2.01% 2.40% 3.62% 4.23% 
5-Yr Avg 1.44% 1.60% 2.81% 3.72% 
1-Yr Avg 3.66% 


(Estab. Jan 27, 2014) 
(Upd. Apr 23, 2014) 


Table 4--5 
Escalation Indices 


(through Mar 2014) (through Apr 2014) through 4/22/14 
(Upd. Apr 23, 2014) (Upd. Apr 23, 2014) (Upd. Apr 23, 2014) 


U.S. Dept. of Labor  
Bureau of Labor Stats -  
Customer Price Index -  


Avg. All Urban  
Consumers (CPI-U) US  


Engineering News  
Record Construction  


Cost Index 


Risk Free Rate as  
calculated from Daily  


U.S. Treasury Yield  
Curve Rates 


CPI-U ENR CCI Ann. Avg Risk Free Rate 
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4.5 REPLACEMENT COST NEW LESS PHYSICAL DEPRECIATION (RCNLPD) 
BASED UPON UTILITY PLANT IN SERVICE 


 
One method of attaining the RCNLPD is through a trending methodology.  The other 
method is a construction cost estimating exercise for the existing assets. 
 
Appendix F presents the NARUC Utility Plant in Service (UPIS) listing for KWRU. 
 
Table 4-6 presents the Tangible Personal Property (TPP) trended and physically 
depreciated only.  Note that intangible property and real property are not included 
in the table. 
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Table 4-6 
RCNLPD Based Upon UPIS 


(Tangible Personal Property Only) 
 


Description Yr (1) OC (2) 


Esc. 
(3) RCN (4) 


ASL 


(5) PD% (6) 


RCNLPD 


(7) 


Structures 1985 82,300 2.31 190,100 50 58 79,800 


Furniture 1985 2,500 2.31 - 15 - 300 


Misc. 


Equipment 1985 44,200 2.31 - 15 - 4,400 


Pumps 1985 163,100 2.31 - 20 - 16,300 


Force Mains 28 1986 385,100 2.26 870,300 75 37 548,300 


Gravity 1986 228,800 2.26 517,100 75 37 325,800 


Reuse Pond 1986 525,000 2.26 1,187,000 60 47 629,100 


Force Mains 24 1990 76,100 2.05 156,000 75 32 106,100 


Gravity 1990 38,000 2.05 77,900 75 32 53,000 


Plant 1990 38,000 2.05 77,900 50 48 40,500 


Force Mains 22 1992 39,600 1.95 77,200 75 29 54,800 


Force Mains 21 1993 404,100 1.86 752,300 75 28 541,700 


Force Mains 20 1994 129,900 1.79 232,500 75 27 146,500 


Force Mains 18 1996 23,700 1.73 41,000 75 24 31,200 


Force Mains 16 1998 21,800 1.64 35,800 75 21 28,300 


Gravity 20 (1994) 1990-8 475,000 1.79 851,900 75 27 621,900 


Services 22 


(1992) 1985-99 448,000 1.95 873,600 60 37 550,400 


Plant Expansion 1996 150,500 1.73 260,400 50 24 197,900 


Plant 17 1997 849,500 1.66 1,414,200 50 34 933,400 


Plant 14 2000 30,400 1.56 47,400 50 28 34,200 


Force Mains 13 2001 68,200 1.53 104,400 75 17 86,700 


Office Str. 12 2002 44,500 1.48 65,900 30 40 39,500 


Force Mains 12 2002 227,600 1.48 336,900 75 16 283,000 


Gravity 12 2002 2,500 1.48 3,700 75 16 3,100 


Reuse FM 12 2002 165,200 1.48 244,500 75 16 205,400 


Furniture Misc. 


Eq. 12 2002 10,600 1.48 15,700 15 80 3,100 


CIAC 12 2002 213,000 1.48 315,200 75 16 264,800 


Electrical/Etc. 11 2003 53,500 1.45 77,600 30 37 48,900 


Vacuum Sta. Str.  2003 378,000 1.45 548,100 50 22 427,500 


Str. Other 2003 6,100 1.45 8,800 50 22 6,900 


Gen. Imp. 2003 4,900 1.45 7,100 30 37 4,500 


10" Vacuum 


Main 2003 1,243,100 1.45 1,802,500 75 15 1,532,100 


4-7







KW Resort Utilities\Report\Section 4 
HC #14076.00  


8" Vacuum 


Main 2003 395,400 1.45 573,300 75 15 487,300 


6" Vacuum 


Main  2003 437,300 1.45 634,000 75 15 539,000 


4" Vacuum 


Main  2003 64,900 1.45 94,100 75 15 80,000 


Vac. Main App. 2003 147,000 1.45 213,200 75 15 181,200 


Gravity Sewers 2003 185,600 1.45 269,100 75 15 228,700 


Type A Vac. Pit 2003 316,300 1.45 458,600 30 37 288,900 


Type B Vac. Pit 2003 256,100 1.45 371,300 30 37 233,900 


Type C Vac. Pit 2003 252,200 1.45 365,700 30 37 230,400 


Reuse Pump St. 2003 44,000 1.45 63,800 40 28 45,900 


Pumps 2003 5,500 1.45 8,000 20 55 3,600 


Pumps 2003 7,300 1.45 10,600 20 55 4,800 


Reclaimed Mn 


8" 2003 70,400 1.45 102,100 75 15 86,800 


Plant Equipment 2003 822,100 1.45 1,192,000 40 28 858,200 


Vac. Stat. FM 2003 1,700 1.45 2,500 75 15 2,100 


Software, etc. 2003 5,200 1.45 7,500 15 73 2,000 


Gravity Sewers 
10 2004 85,600 1.36 116,400 75 13 101,300 


Services 2004 118,000 1.36 160,500 60 17 133,200 


Reuse Panel 2004 3,200 1.36 4,400 30 33 2,900 


Pump 2004 2,600 1.36 3,500 20 50 1,800 


Emer. Rec.  2004 1,400 1.36 1,900 30 33 1,300 


Plant Skim 2004 21,200 1.36 28,800 40 25 21,600 


Plant 9 2005 1,200 1.3 1,600 50 18 1,300 


Collection 2005 134,200 1.3 174,500 75 12 153,600 


Services 2005 65,800 1.3 85,500 60 15 72,700 


Pumps 2005 19,300 1.3 25,100 20 45 13,800 


Plant 2005 10,800 1.3 14,000 40 23 10,800 


Pumps 2005 5,900 1.3 7,700 20 45 4,200 


Generator 8 2006 109,300 1.25 136,600 30 27 99,700 


Sewers 2006 368,100 1.25 460,100 75 11 409,500 


Services 2006 142,100 1.25 177,600 60 13 154,500 


Pump 2006 5,300 1.25 6,600 20 40 4,000 


Reuse Tm. 2006 13,800 1.25 17,300 75 11 15,400 


Pump 2006 7,900 1.25 9,900 20 40 5,900 


Plant 2006 40,200 1.25 50,300 50 16 42,300 


Pipe 2006 21,300 1.25 26,600 75 11 23,700 


Additions Stn. 7 2007 12,000 1.22 14,600 50 14 12,600 


Gravity SWR 2007 44,100 1.22 53,800 75 9 49,000 


Services 2007 123,200 1.22 150,300 60 12 132,300 


Pumps 2007 22,900 1.22 27,900 20 35 18,100 
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Treatment Plant 2007 13,700 1.22 16,700 50 14 14,400 


Lab 2007 1,900 1.22 2,300 20 35 1,500 


Structures Multi 
6 2008 29,700 1.17 34,700 50 12 30,500 


Electrical/Power 2008 29,100 1.17 34,000 30 20 27,200 


Gravity SWT 


APP 2008 12,300 1.17 14,400 30 20 11,500 


Services 2008 15,800 1.17 18,500 60 10 16,700 


Plant 2008 3,200 1.17 3,700 30 20 3,000 


Pumps 2008 31,900 1.17 37,300 20 30 26,100 


Plant 2008 1,912,800 1.17 2,238,000 50 12 1,969,400 


Sewers 2008 35,300 1.17 41,300 75 8 38,000 


Office 


Equipment 2008 700 1.17 800 20 30 600 


Force Main 5 2009 17,500 1.13 19,800 75 7 18,400 


Sewers 2009 300 1.13 300 75 7 300 


Plant 2009 8,300 1.13 9,400 50 10 8,500 


CIAC 2009 35,100 1.13 39,700 60 8 36,500 


Force Mains 4 2010 22,000 1.1 24,200 75 5 23,000 


CIAC 2010 21,400 1.1 23,500 60 7 21,900 


Recon MC 2010 52,100 1.1 57,300 60 7 53,300 


Power Gen. 2 2012 18,000 1.04 18,700 30 7 17,400 


Plant 2012 9,300 1.04 9,700 50 4 8,900 


250 Gen. Set 2013 25,100 1.02 25,600 30 3 24,800 


Pumps 2013 42,800 1.02 43,700 20 5 41,500 


Plant 2013 68,900 1.02 70,300 50 2 68,900 


Gravity 2014 6,000 1.00 6,000 75 0 6,000 


Pumps 2014 34,000 1.00 34,000 20 0 34,000 


Reuse 2014 4,000 1.00 4,000 75 0 4,000 


Plant 2014 27,200 1.00 27,200 50 0 27,200 


250 Gen. Set 2014 15,000 1.00 15,000 30 0 15,000 


Reuse P.S. 2014 10,500 1.00 10,500 20 0 10,500 


Struct/P.S. 2014 28,000 1.00 28,000 50 0 28,000 


Force Mains 2014 82,000 1.00 82,000 75 0 82,000 


Vac. Pumps 2014 24,000 1.00 24,000 10 0 24,000 


      Subtotal 


15,300,70


0 


      Rounded 


15,300,00


0 


     


Overheads (8) at 


21.7% 3,320,000 


      Total 


18,620,00


0 


      


Total 


Rounded 


18,600,00


0 
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Footnotes:        


(1)  Year installed, which in certain line items differ with the year 


purchased.   


(2)  OC is the original cost without overhead or intangibles.  Tax basis original cost.  


(3)  Esc. - is the escalation factor taken by the ratio of 9,699 ENR CCI to the year 


applicable.  


(4) RCN - is the replacement cost new as a result of #2 multiplied by #3 above.  


(5)  ASL - is the average service life taken from Table 4-4 and applied to the 


property.  


(6)  PD % - is the percent depreciated for that property.  The factor is calculated by 


1-PD%.  


(7)  RCNLPD - is the trended replacement cost new less physical depreciation.  


(8)  Overheads only apply to the non-portable or fixed TPP which have such requirements and  


the percentage is taken from Table 4-3.      


 
 
 
Table 4-7 presents the equipment and tools to be used for the UPIS trending and 
the facilities costing approached. 
 
 


Table 4-7 
Equipment & Tools 


KWRU (UPIS + Budget) 
 


Description Yr (1) OC (2) 


Esc. 
(3) 


RCN 
(4) 


ASL 


(5) PD% (6) 


RCNLPD 


(7) 


A.  Vehicles               


Vac. Truck 2002 19,400 1.45 28,700 15 80 5,700 


Truck 2004 7,500 1.36 10,200 10 - 800 


Truck 2006 18,900 1.25 23,600 10 80 4,700 


Truck & B 2006 6,500 1.25 8,100 10 80 1,600 


Vehicles 2009 18,600 1.13 21,000 10 50 10,500 


Truck 2006 5,100 1.25 6,400 10 80 1,300 


Truck 2012 24,900 1.04 25,900 10 20 20,700 


Truck 2013 11,700 1.02 11,900 10 10 10,700 


Truck 2014 10,000 1.00 - 10 0 10,000 


       Subtotal $66,000 


          


B. Tools               


Tools 1984 1,100 - - 15 - 100 


Tools (1993) 1985-2001 15,000 - - 15 - 1,500 


Tools 2002 1,400 1.48 2,100 15 80 400 


Tools 2003 13,300 1.45 19,300 15 73 5,200 


Tools 2004 3,500 1.36 4,800 15 67 1,600 
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Tools 2005 4,400 1.30 5,700 15 60 2,300 


Tools 2006 200 1.25 300 15 53 100 


Tools 2008 4,900 1.17 5,700 15 40 3,400 


Tools 2009 100 1.13 100 15 33 100 


Tools (2011) 2010-2013 4,000 1.07 4,300 15 27 3,100 


Tools 2014 1,600 1.00 1,600 15 0 1,600 


            Subtotal $19,400 


                


C. Lab & Equip               


Equipment 


(1994) 1984-2003 10,000 - - 10 - 1,000 


Equipment 


(1994) 2004 1,900 1.36 - 10 - 200 


Equipment 


(1994) 2006 600 1.25 800 10 80 200 


Equipment 


(1994) 2007 1,900 1.22 2,300 10 70 700 


Equipment 


(1994) 2008 7,600 1.17 8,900 10 60 3,600 


Equipment 


(2011) 2009-2014 6,000 1.07 6,400 10 30 4,500 


            Subtotal $10,200 


D. Power Equip.               


Backhoe 1999 23,000 - - 15 - 2,300 


Jet Vac. 2006 25,000 1.25 31,300 12 67 10,300 


Screener 2006 24,600 1.25 30,800 15 53 14,500 


Restor. Clnr 2008 11,800 1.17 13,800 15 40 8,300 


            Subtotal $35,400 


                


E. Office               


Various 


(2004) 1995-2014 25,000 1.36 34,000 15 67 11,200 


            Subtotal $11,200 


F. Other               


Misc. & 


Various (2004) 1995-2014 12,000 1.36 16,300 15 67 5,400 


            Subtotal $5,400 


          


       Total $147,600 


            Rounded $148,000 
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Table 4-8 presents the inventory and supplies, which also will be used for both 
approaches. 
 


Table 4-8 
Inventory & Supplies 


KWRU (Consumables) 
 


Description O.C. RCNLPD 
Chemicals 24,700 24,700 
Supplies 15,400 15,400 


Spare Parts, etc. 26,200 26,200 
Inventory 33,600 33,600 


 Total $99,900 
 Rounded $100,000 


 
 
The real property in the amount of $8,542,000 was provided by Mr. James E. Wilson, 
MRICS of the Appraisal Company of Key West. 
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The intangible property opinion is summarized in Table 4-9. 
 


Table 4-9 
Intangible Property 


 
1. Method A - % of TPP 


 
Cases 7.5% - 25%; Nichols 7.5% - 25%; Others Range 5% to 35%. 
 
Opinion is well managed and opportunity for expansion and growth to 
849,999 gpd AADF AWT WWTP or about from 4,615 ERC’s to 8,882 ERC’s or 
approximately 92% growth or almost double capability. 
 


2. Method B – Build-Up Method 
a. FPSC Certificate/Franchise -  $400,000 
b. Contracts/Agreements -  $1,300,000 


i. MC  100,000 
ii. MCDC  50,000 


iii. Golf Course  700 gpd 
AADF Reuse  1,050,000 


iv. Marina Reuse  70,000 
v. Other (Various)  30,000 


c. Permits $160,000 
d. Management Procedures & Practices $60,000 
e. Expansion Design, Planning, Engineering 


Not Constructed  $200,000 
f. Building Business  $150,000 
g. SOP’s Router, Maint., R&R Programs $30,000 
h. Customer Lists, Data, Billing & Financial $80,000 
i. Studies, Investigations, Facilities 


Drawings, Atlases, Programs 
Maintenance and R&R  $120,000 
  _____________ 
 Total $2,500,000 
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The UPIS trending approach is summarized on Table 4-10. 
 
 


Table 4-10 
UPIS NARUC Trended 


RCNLD 
 


Description Amount 
1. RCNLPD (1) $18,600,000 
2. Equipment & Tools (2) 148,000 
3.  Inventory & Supplies (3) 100,000 


Subtotal $18,848,000 
4.  Functional Depreciation ($188,000) 
5.  External Depreciation 0 


Total TPP $18,660,000 
6.  Real Property $8,542,000 
7.  Intangible Property 4 2,500,000 


Total 29,702,000 
Rounded $29,700,000 


  
(1) Table 4-6  
(2) Table 4-7  
(3) Table 4-8  
(4) Table 4-9  


 
 


4.6 RCNLD CONSRUCTION COST 
 
Section 4.5 presented a RCN of $20,300,000 rounded and a RCNLPD of $15,300,000 
rounded without overheads.  The composite level of physical depreciation is 25% 
for the KWRU system. 
 
The equipment and tools RCNLPD is the same as in Section 4.5 (reference Table 4-
7) at $148,000. 
 
The inventory and supplied RCNLDP is the same as in Section 4.5 (reference Table 
4-8) at $100,000. 
 
Based upon the inspections and reports reviewed, there exists very little, if any, 
functional depreciation in this system.  All tangible personal property is in use, held 
for emergencies, or id industry standard for spare parts / inventory / etc.  
Nonetheless, I have taken an allocation of $188,000 as functional depreciation.  This 
same amount is used in Section 4.6 for the loss in value for this category. 
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I have found no external depreciation.  If fact the utility has plottage value that has 
not been accounted for in this Report.  Moreover, there are other opportunities 
where KWRU would be synergistic with and thereby command a premium. 
 
The real property is the same as in Section 4.5 at $8,542,000. 
 
The intangible property is also the same as in Section 4.5 at $2,500,000 although the 
percentage of the TPP’s RCNLPD differs somewhat. 
 
Finally, the overheads are the same at a 21.7% of the fixed non-portable TPP. 
 
Table 4-11 summarizes the WEC December 18, 2014 Asset Description and 
condition assessment as found reproduced in Appendix E.  I surveyed 40 AWT 
WWTP’s total project costs with capacity.  Three (3) were in the Keys (Islamorada, 
Ocean Reef Club and Key Colony facilities).  Figure 4-1 and Appendix I present this 
information. 
 
I found that for a design capacity of 500,000 gpd that the cost per gallon of capacity 
was $18.90. 
 
Table 4-11 applies the overheads to the collection system construction costs but 
not to the AWT WWTP due to the total project cost was used. 
 
Finally, the systemwide physical depreciation of 25% was applied. 
 
The result was a RCNLPD of KWRU at $16,800,000. 
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Table 4-11 
KWRU Asset Listing 


RCNLPD for Fixed TPP 
 


Description Quantity Unit Cost 


Cost for 


TPP 


10" Gravity Sewer 300 LF $90/LF 27,000 


8" Gravity Sewer 26,807 LF 75/LF 2,011,000 


6" Gravity Sewer 6,180 LF 60/LF 371,000 


Manholes 89 6,200 EA 552,000 


4" Service 3,015 LF 50/LF 151,000 


10" Vacuum Main 13,665 LF 80/LF 1,093,000 


8" Vacuum Main 4,709 LF 70/LF 330,000 


6" Vacuum Main 5,435 LF 55/LF 299,000 


4" Vacuum Main 1,095 LF 45/LF 49,000 


3" Vacuum Services 1,670 LF 40/LF 67,000 


Vacuum Pits & App 71   1,030,000 


Buffer Tanks & App 14 Mult. 465,000 


Master Vacuum P.S. 1 LS 1,040,000 


8" Force Main 8,110 LF 72/LF 584,000 


6" Force Main 3,636 LF 57/LF 207,000 


4" Force Main 11.085 LF 47/LF 521,000 


KWRU Pump Stations 10 LS 717,000 


8" Reuse Main 8,150 LF 72/LF 587,000 


4" Reuse Main 4,525 LF 47/LF 213,000 


3" Reuse Main 16 LF 40/LF 1,000 


KWRU Reuse P.S. 2 LS 355,000 


   Subtotal 10,670,000 


        


Overheads 21.70% N/A 2,315,000 


    Subtotal 12,985,000 


        


AWT WWTP with 2 @ 


10" injection wells, 


ponds, reuse quality & 


system.  AADF 


500,000 


gpd 18.9 9,450,000 


   Subtotal 22,435,000 


        


Less Systemwide 


Depreciation 25% N/A 5,609,000 


   Subtotal 16,826,000 


    Rounded 16,800,000 
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Table 4-12 presents the RCNLD of KWRU. 
 


Table 4-12 
KWRU RCNLD Summary 


 
Description Amount 


1.  RCNLPD (1) 16,800,000 
2.  Equipment & Tools 148,000 
3.  Inventory & Supplies 100,000 


Subtotal 17,048,000 
4.  Functional Depreciation (188,000) 
5.  External Depreciation 0 


Total TPP 16,860,000 
6.  Real Property 8,542,000 
7.  Intangible Property 2,500,000 


RCNLD 27,902,000 
Rounded 27,900,000 


  
(1) Table 4-11  
(2) Table 4-9  
 
 
4.7 RCNLD Opinion 
 
Section 4.5 using UPIS trended resulted in an amount of $29,700,000.  Specials are 
included in this analysis. 
 
Section 4.6 using a construction cost estimate approach resulted in an amount of 
27,900,000 and did not include specials.  Specials alone would not probably account 
for $1,800,000 on this system.  Based upon the detailed quotations for the design-
build projects an amount of $1,200,000 is reasonable considering the lack of water 
crossings and other items. 
 
Therefore my opinion of for the KWRU system is $29,100,000 or twenty nine 
million, one hundred thousand dollars. 
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SECTION 5 


INCOME APPROACH 


 


5.1 GENERAL 


 


The purpose of this section of the Report is to calculate the fair market value of KW Resort 


Utilities Corp (the “Utility” or KWRU) wastewater system based on the income approach.  In 


general, the income approach values the wastewater system based on the present value of 


the available cash flows generated from the ongoing operations of the system.  Historical 


financial and customer data is utilized together with certain proforma adjustments in order 


to develop the projected operating results for the system and estimate future cash flows 


available to the Utility owner.  The projected cash flows are then discounted to calculate the 


present value of the available funds.  Under this approach, the value of the utility system is 


assumed to be equal to the value of the future cash flows available to the Utility current 


owner, if such ownership is maintained throughout the projection period. 


 


5.2 DATA SOURCES 


 


The analyses developed herein utilize a significant amount of data that has been prepared 


by KWRU.  Although the information provided in such data sources has not been 


independently verified, for purposes of this analysis, the information is assumed to be 


accurate and reliable.  The income approach uses the following data: 


 


1. The wastewater annual reports for calendar years ended December 31, 2009 through 


December 31, 2013 as filed with the Florida Public Service Commission (FPSC). 


 


2. Budget Overview for the year ending December 31, 2014.   


 


3. The adopted Utility rates and charge tariff effective March 30, 2013.   
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5.3 PRINCIPAL CONSIDERATIONS AND ASSUMPTIONS 


 


The development of the income approach to valuation analysis required certain assumptions 


and considerations with regard to financial, economic, and operational conditions that may 


occur in the future.  Although such assumptions and considerations are applied based on 


current and historical data pertaining to the utility system, to the extent that actual future 


conditions differ from those utilized herein, the results may vary from those in the analysis.  


The principal assumptions and considerations utilized in the income approach as developed 


in Schedules 5-1 and 5-2 are summarized as follows: 


 


1. The income approach analysis is based on the Utility operating at its highest and best 


use as a non-for-profit system. 


 


2. Based on the 2013 Annual Report, the wastewater system serves approximately 


4,183 Equivalent Residential Connections (ERCs) as of December 31, 2013.  As 


discussed previously in Section 2, it is projected that 432 customers were added in 


2014.  From 2015 through 2034 the Utility is expected to add between 138 and 300 


customers per year on an annual basis to reach a total of 8,880 ERCs in 2034.  


Thereafter, the growth rate is anticipated to be 0% per year. 


 


3. Rate revenues for the Test Year are based on the Utility’s Tariff effective March 30, 


2013 and have been adjusted annually based on anticipated customer growth and 


inflation.  It is KWRU’s current practice to annually adjust revenues to reflect 


inflationary influences.  This practice promotes rate stability and an overall 


financially healthy utility system.  We have reviewed the FPSC’s annual price deflator 


as an indicator of inflationary trends affecting utilities.  A 10, 20, and 30 year average 


of this index was calculated and evaluated for use in this analysis.  The 30-year 


average corresponds to the 30-year term of the model in this analysis but was 


discarded because of the extreme fluctuations in the index in the late 1970s.  An 


annual inflationary adjustment of 1.96%, based on the 20-year average of the FPSC 


Deflator Index was utilized throughout the projection period as the base rate revenue 


adjustment. 
 


4. Operating and Maintenance (O&M) expenses were based on audited operating results 


for the year ending December 31, 2013  with inflationary and normalizing 


adjustments, where appropriate, to develop the Test Year 2014 projected results (the 


5-2







   


KW Resort Utilities\Report\Section 5 
HC #14076.00   


“Test Year”). Most notably, the not-for-profit approach excludes depreciation, 


amortization, regulatory assessment fees and taxes and includes a provision for 


Renewal and Replacement.   


 


5. O&M Expenses were adjusted annually based on the following: 


 


Escalation 


Reference 


 


Description 


 


Annual Factor 


0 Constant   1.0000  


1 General Inflation   1.0238  


2 Labor    1.0388  


3 Customer Growth Varies 


4 Customer Growth & Inflation   Varies  


5 Rate Revenue   1.0196  


6 Rate Revenue & Customer Growth   Varies  


7 Supplies/Repairs & Maintenance   1.0303  
  
Sources and derivations for these escalation factors are discussed below. 
 


6. The general inflation factor was calculated using the 20-year average Consumer Price 


Index for All U.S. City Urban Consumers (CPI-U) as determined by the U.S. Department 


of Labor’s Bureau of Labor Statistics.  The 30-year average index was discarded 


because of extreme variability in the late 1970s.     


 


7. The labor escalation factor is based upon the general inflation factor plus 1.50%, 


reflecting the fact that labor rate factors are typically slightly higher than the  


CPI-U factors due to merit increases.   
 


8. The customer growth and inflation factor is used to reflect changes to expenses likely 


to rise based upon both customer growth and inflation, such as the cost of postage or 


utilities.  This factor is calculated by combining the inflation and customer growth 


factors.   
 


9. The supplies/repairs and maintenance factor is based upon the 20-year Engineering 


News Record (ENR) construction cost index.   
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10. The current principal and interest payments of the Utility have not been included in 


these projections.   
 


11. A provision for Renewals and Replacements is included.  The amount is projected 


based on 5.0% of the prior year’s revenues, which is the typical industry standard and 


provided for the rate covenant for most Utility financings. 
 


12. For calculating cash flows from the wastewater system operations, an analysis period 


of 30 years was used, together with a discount rate of 4.58 percent.  The discount rate 


is based on the Utility being owned and operated as a public, not-for-profit entity and 


was developed based on the following: 


 
Factor  Rate 


Risk Free Rate (1)  3.34% 


Futures Risk (2)  0.54% 


Industry Risk (3)  0.48% 


Specific Risk (4)  0.22% 


Total  4.58% 
(1) Based on the 1-year average 
of the Daily 30-year T-Bill risk 
free rate as of 12/31/2014. 
(2) Based on the predicted dollar 
value in future periods by the US 
Treasury. 
(3) Based on the averages on 
industry betas which determined 
low industry risk with an average 
beta less than 1.  
(4) Based on the 
creditworthiness by state listing 
provided by Standard's and 
Poor's in 2008. 


5.4 FINDINGS 


 


The income approach valuation methodology utilizes the available data sources and 


applicable assumptions to develop the projected operating results for each year of the 


projection period.  The projected operating results include estimated revenues, operating 


expenses, and other expenditures for the wastewater system.   
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5.5 VALUE INDICATED BY THE INCOME APPROACH 


 


Utilizing the adjusted Test Year O&M expenditure requirements and the current and 


proposed rates for KWRU, an income analysis for the 30-year period was prepared.  The 


results of this analysis are presented on Schedule 5-2 as summarized in Table 5-1 below: 


 


 


Table 5-1 


Summary of Income Approach Results 


From Water Operations (1) 


   
Description  Amount 


   


Present Value of Net Revenues   $15,800,000  
Reversion Value       7,700,000  
Total Income Approach Value   $23,500,000  


   
(1)  This conclusion is relative only in conjunction with the 


circumstances presented herein and made part of such 
projections, and no assurances are made pursuant to the 
results or outcome projected herein. Moreover, the 
annual inflation/deflator factors are significant 
assumptions incorporated herein. 


 


5.6 CONSIDERATION 


 


As shown in Table 5-1 above, we calculated a reversion value for the Utility System assets.  


The reversion value represents the value, based upon the last projected cash flow, of the 


utility system at that specific point in time.  In the instant case, the reversion value in year 


30 of the utility system is $7,700,000.  Considering the reversion value, along with the 


present value of the net revenues of the utility system over a 30-year projection period, we 


conclude an income approach value of $23,500,000.   
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Adjusted
2009 2010 2011 2012 2013 Adjustments Test Year


Operating Revenues
Measured Wastewater Revenue


Residential 752,383$     738,538$     684,339$     651,583$     619,537$     63,983$       683,520$     
Commercial 434,658       452,268       516,383       697,383       709,917       73,317         783,234       


Total Metered Revenue 1,187,041    1,190,806    1,200,722    1,348,966    1,329,454    137,300       1,466,754    


Sales to Reuse Customers 54,175         35,884         51,649         33,468         45,270         45,270         
Rent from Property 12,000         9,700           6,000           2,400           3,129           3,129           
Other Water Revenues 39,438         39,316         87,857         71,284         47,510         47,510         


Total Operating Revenues 1,292,654$  1,275,706$  1,346,228$  1,456,118$  1,425,363$  137,300$     1,562,663$  


Operating Expenses
Salaries and Wages - Employees 486,151$     298,583$     344,794$     392,632$     421,904$     16,356$       438,260$     
Salaries and Wages - Officers -               147,000       124,000       135,800       141,792       (100,000)      41,792         
Employee Pensions and Benefits 68,391         66,559         76,328         73,449         95,361         (14,150)        81,211         
Purchased Sewage Treatment -               -               -               -               -               -               
Sludge Removal Expense 13,408         19,716         21,847         28,183         30,176         3,116           33,292         
Purchased Power 182,623       151,219       139,967       147,971       138,420       14,295         152,715       
Fuel for Purchased Power -               -               -               -               -               
Chemicals 57,199         22,769         38,768         41,787         38,516         3,978           42,494         
Materials and Supplies 20,780         27,510         53,611         48,099         46,076         1,394           47,470         
Contractual Services - Engineering 65,471         29,379         15,756         22,523         9,196           357              9,553           
Contractual Services - Accounting 15,730         14,496         11,595         19,484         19,381         751              20,132         
Contractual Services - Legal 55,483         11,608         7,436           25,372         18,789         728              19,517         
Contractual Services - Mgt. Fees 60,000         55,120         59,880         60,000         60,000         (60,000)        -               
Contractual Services - Testing 24,964         19,619         38,288         18,890         12,860         499              13,359         
Contractual Services - Other 95,572         44,543         222,293       71,999         106,351       4,123           110,474       
Rent of Building/Property 8,776           -               -               2,700           100              2                  102              
Rental of Equipment 3,739           2,375           2,001           750              18                768              
Transportation Expenses 5,115           8,502           9,938           8,576           21,863         (10,808)        11,055         
Insurance - General Liability 27,409         24,734         30,183         27,105         23,019         547              23,566         
Insurance - Workers Comp 17,136         13,923         13,782         16,103         19,190         456              19,646         


Not-For-Profit


SCHEDULE 5-1
KW RESORT UTILITIES CORP


INCOME APPROACH ANALYSIS
Historical Operating Results and Test Year Development


Actual (1)
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Adjusted
2009 2010 2011 2012 2013 Adjustments Test Year


Not-For-Profit


SCHEDULE 5-1
KW RESORT UTILITIES CORP


INCOME APPROACH ANALYSIS
Historical Operating Results and Test Year Development


Actual (1)


Advertising Expense 608              217              4,116           635              1,426           34                1,460           
Regulatory Commission Expense - 
Amortization of Rate Case Expense 116,654       116,654       116,654       -               -               -               -               
Bad Debt Expense 958              -               -               -               -               -               
Miscellaneous Expense 51,063         51,260         52,829         49,309         40,969         12,550         53,519         
Rate Case Adjustments -               -               -               -               -               -               


Total Operating Expenses 1,373,491$  1,127,150$  1,384,440$  1,192,618$  1,246,139$  (125,752)$    1,120,387$  


Depreciation Expense 401,623       386,299       378,372       376,799       439,585       (439,585)      -               
Amortization of CIAC (200,438)      (191,529)      (305,355)      (322,940)      (331,213)      331,213       -               
Other Expense (inc. R&R) -               -               -               -               -               66,473         66,473         
Utility Regulatory Assessment Fee 56,495         59,260         60,580         65,525         63,699         (63,699)        -               
Property Taxes 28,504         31,007         27,000         (960)             15,752         (15,752)        -               
Payroll Taxes 46,118         46,118         
Other Taxes and Licenses 4,926           667              5,469           314              325              325              
Total Operating Expenses 1,664,601$  1,412,854$  1,550,506$  1,311,356$  1,480,405$  (247,103)$    1,233,302$  


Net Income (371,947)$    (137,148)$    (204,278)$    144,762$     (55,042)$      384,402$     329,360$     


Notes:
(1) Source: KW Resort Utilities Corp. Annual Reports.
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SCHEDULE 5-2
KW RESORT UTILITIES CORP


INCOME APPROACH ANALYSIS
Proforma Operating Results


Not-For-Profit


Escalation Adjusted 
Reference Test Year 2015 2016 2017 2018


Operating Revenues
Metered Revenue


Water 6 683,500$    742,200$    802,900$    834,200$    896,800$      
Wastewater 6 783,200     850,400     920,000     955,900     1,027,600    


Total Metered Revenue 1,466,700  1,592,600  1,722,900  1,790,100  1,924,400    


Sales to Irrigation Customers 6 45,300       49,200       53,200       55,300       59,400         
Rent from Property 1 3,100         3,200         3,300         3,400         3,500           
Other Water Revenues 6 47,500       51,600       55,800       58,000       62,400         


Total Operating Revenues 1,562,600$ 1,696,600$ 1,835,200$ 1,906,800$ 2,049,700$   


Operating Expenses
Salaries and Wages - Employees 2 438,300$    455,300$    473,000$    491,300$    510,300$      
Salaries and Wages - Officers 2 41,800       43,400       45,100       46,800       48,600         
Employee Pensions and Benefits 2 81,200       84,300       87,600       91,000       94,500         


Purchased Water/Sewage Treatment 4 -             -              -             -             -               
Sludge Removal Expense 4 33,300       36,300       39,400       42,700       46,100         
Purchased Power 4 152,700     166,500     180,900     195,900     211,500       
Fuel for Purchased Power 4 -             -              -             -             -               
Chemicals 4 42,500       46,300       50,300       54,500       58,800         
Materials and Supplies 7 47,500       48,900       50,400       51,900       53,500         
Contractual Services - Engineering 2 9,600         10,000       10,400       10,800       11,200         
Contractual Services - Accounting 2 20,100       20,900       21,700       22,500       23,400         
Contractual Services - Legal 2 19,500       20,300       21,100       21,900       22,700         
Contractual Services - Mgt. Fees 2 -             -              -             -             -               
Contractual Services - Testing 2 13,400       13,900       14,400       15,000       15,600         
Contractual Services - Other 2 110,500     114,800     119,300     123,900     128,700       
Rent of Building/Property 1 100            100             100            100            100              
Rental of Equipment 1 800            800             800            800            800              
Transportation Expenses 1 11,100       11,400       11,700       12,000       12,300         
Insurance - General Liability 1 23,600       24,200       24,800       25,400       26,000         
Insurance - Workers Comp 1 19,600       20,100       20,600       21,100       21,600         


Projected
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SCHEDULE 5-2
KW RESORT UTILITIES CORP


INCOME APPROACH ANALYSIS
Proforma Operating Results


Not-For-Profit


Escalation Adjusted 
Reference Test Year 2015 2016 2017 2018


Projected


Advertising Expense 1 1,500         1,500         1,500         1,500         1,500           
Regulatory Commission Expense - 
Amortization of Rate Case Expense Input -               -               -               -               -                 
Bad Debt Expense 1 -             -              -             -             -               
Miscellaneous Expense 1 53,500       54,800       56,100       57,400       58,800         
Rate Case Adjustments 1 -             -              -             -             -               


Total Operating Expenses 1,120,600$ 1,173,800$ 1,229,200$ 1,286,500$ 1,346,000$   


Depreciation Expense 0 -             -              -             -             -               
Amortization of CIAC 0 -             -              -             -             -               
Other Expense (inc. R&R) Input 66,500       73,300       79,600       86,100       89,500         
Utility Regulatory Assessment Fee 0 -             -              -             -             -               
Property Taxes 0 -             -              -             -             -               
Payroll Taxes 2 46,100       47,900       49,800       51,700       53,700         
Other Taxes and Licenses 1 300            300             300            300            300              
Total Operating Expenses 1,233,500$ 1,295,300$ 1,358,900$ 1,424,600$ 1,489,500$   


Net Income 329,100$    401,300$    476,300$    482,200$    560,200$      


Present Value of Net Income 329,100$    383,700$    435,500$    421,600$    468,400$      


Period -               1 2 3 4
Discount Rate 4.58% 4.58% 4.58% 4.58% 4.58%


Present Value of Total Income 15,800,000$  
Reversion 7,700,000$    


Total 23,500,000$  
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SCHEDULE 5-2
KW RESORT UTILITIES CORP


INCOME APPROACH ANALYSIS
Proforma Operating Results


Not-For-Profit


Escalation 
Reference


Operating Revenues
Metered Revenue


Water 6
Wastewater 6


Total Metered Revenue


Sales to Irrigation Customers 6
Rent from Property 1
Other Water Revenues 6


Total Operating Revenues


Operating Expenses
Salaries and Wages - Employees 2
Salaries and Wages - Officers 2
Employee Pensions and Benefits 2


Purchased Water/Sewage Treatment 4
Sludge Removal Expense 4
Purchased Power 4
Fuel for Purchased Power 4
Chemicals 4
Materials and Supplies 7
Contractual Services - Engineering 2
Contractual Services - Accounting 2
Contractual Services - Legal 2
Contractual Services - Mgt. Fees 2
Contractual Services - Testing 2
Contractual Services - Other 2
Rent of Building/Property 1
Rental of Equipment 1
Transportation Expenses 1
Insurance - General Liability 1
Insurance - Workers Comp 1


2019 2020 2021 2022 2023


961,500$     1,028,400$  1,097,500$  1,169,000$  1,242,800$  
1,101,700    1,178,300    1,257,500    1,339,400    1,424,000    
2,063,200    2,206,700    2,355,000    2,508,400    2,666,800    


63,700         68,100         72,700         77,400         82,300         
3,600           3,700           3,800           3,900           4,000           


66,900         71,600         76,400         81,400         86,500         


2,197,400$  2,350,100$  2,507,900$  2,671,100$  2,839,600$  


530,100$     550,700$     572,000$     594,200$     617,200$     
50,500         52,500         54,500         56,600         58,800         
98,200         102,000       106,000       110,100       114,400       


-               -               -               -               -               
49,600         53,300         57,100         61,100         65,200         


227,700       244,500       262,000       280,200       299,100       
-               -               -               -               -               


63,300         68,000         72,900         78,000         83,300         
55,100         56,800         58,500         60,300         62,100         
11,600         12,000         12,500         13,000         13,500         
24,300         25,200         26,200         27,200         28,300         
23,600         24,500         25,400         26,400         27,400         


-               -               -               -               -               
16,200         16,800         17,500         18,200         18,900         


133,700       138,900       144,300       149,900       155,700       
100              100              100              100              100              
800              800              800              800              800              


12,600         12,900         13,200         13,500         13,800         
26,600         27,200         27,800         28,500         29,200         
22,100         22,600         23,100         23,600         24,200         


Projected
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SCHEDULE 5-2
KW RESORT UTILITIES CORP


INCOME APPROACH ANALYSIS
Proforma Operating Results


Not-For-Profit


Escalation 
Reference


Advertising Expense 1
Regulatory Commission Expense - 
Amortization of Rate Case Expense Input
Bad Debt Expense 1
Miscellaneous Expense 1
Rate Case Adjustments 1


Total Operating Expenses


Depreciation Expense 0
Amortization of CIAC 0
Other Expense (inc. R&R) Input
Utility Regulatory Assessment Fee 0
Property Taxes 0
Payroll Taxes 2
Other Taxes and Licenses 1
Total Operating Expenses


Net Income


Present Value of Net Income


Period
Discount Rate


2019 2020 2021 2022 2023
Projected


1,500           1,500           1,500           1,500           1,500           


-               -               -               -               -               
-               -               -               -               -               


60,200         61,600         63,100         64,600         66,100         
-               -               -               -               -               


1,407,800$  1,471,900$  1,538,500$  1,607,800$  1,679,600$  


-               -               -               -               -               
-               -               -               -               -               


96,200         103,200       110,300       117,800       125,400       
-               -               -               -               -               
-               -               -               -               -               


55,800         58,000         60,200         62,500         64,900         
300              300              300              300              300              


1,560,100$  1,633,400$  1,709,300$  1,788,400$  1,870,200$  


637,300$     716,700$     798,600$     882,700$     969,400$     


509,500$    547,900$    583,800$    617,000$    647,900$    


5 6 7 8 9
4.58% 4.58% 4.58% 4.58% 4.58%
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SCHEDULE 5-2
KW RESORT UTILITIES CORP


INCOME APPROACH ANALYSIS
Proforma Operating Results


Not-For-Profit


Escalation 
Reference


Operating Revenues
Metered Revenue


Water 6
Wastewater 6


Total Metered Revenue


Sales to Irrigation Customers 6
Rent from Property 1
Other Water Revenues 6


Total Operating Revenues


Operating Expenses
Salaries and Wages - Employees 2
Salaries and Wages - Officers 2
Employee Pensions and Benefits 2


Purchased Water/Sewage Treatment 4
Sludge Removal Expense 4
Purchased Power 4
Fuel for Purchased Power 4
Chemicals 4
Materials and Supplies 7
Contractual Services - Engineering 2
Contractual Services - Accounting 2
Contractual Services - Legal 2
Contractual Services - Mgt. Fees 2
Contractual Services - Testing 2
Contractual Services - Other 2
Rent of Building/Property 1
Rental of Equipment 1
Transportation Expenses 1
Insurance - General Liability 1
Insurance - Workers Comp 1


2024 2025 2026 2027 2028


1,299,100$  1,348,900$  1,400,100$  1,452,800$  1,507,000$  
1,488,600    1,545,600    1,604,300    1,664,700    1,726,800    
2,787,700    2,894,500    3,004,400    3,117,500    3,233,800    


86,000         89,300         92,700         96,200         99,800         
4,100           4,200           4,300           4,400           4,500           


90,400         93,900         97,500         101,200       105,000       


2,968,200$  3,081,900$  3,198,900$  3,319,300$  3,443,100$  


641,100$     666,000$     691,800$     718,600$     746,500$     
61,100         63,500         66,000         68,600         71,300         


118,800       123,400       128,200       133,200       138,400       


-               -               -               -               -               
68,400         71,300         74,300         77,400         80,600         


314,000       327,400       341,200       355,500       370,300       
-               -               -               -               -               


87,400         91,100         95,000         99,000         103,100       
64,000         65,900         67,900         70,000         72,100         
14,000         14,500         15,100         15,700         16,300         
29,400         30,500         31,700         32,900         34,200         
28,500         29,600         30,700         31,900         33,100         


-               -               -               -               -               
19,600         20,400         21,200         22,000         22,900         


161,700       168,000       174,500       181,300       188,300       
100              100              100              100              100              
800              800              800              800              800              


14,100         14,400         14,700         15,000         15,400         
29,900         30,600         31,300         32,000         32,800         
24,800         25,400         26,000         26,600         27,200         


Projected
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SCHEDULE 5-2
KW RESORT UTILITIES CORP


INCOME APPROACH ANALYSIS
Proforma Operating Results


Not-For-Profit


Escalation 
Reference


Advertising Expense 1
Regulatory Commission Expense - 
Amortization of Rate Case Expense Input
Bad Debt Expense 1
Miscellaneous Expense 1
Rate Case Adjustments 1


Total Operating Expenses


Depreciation Expense 0
Amortization of CIAC 0
Other Expense (inc. R&R) Input
Utility Regulatory Assessment Fee 0
Property Taxes 0
Payroll Taxes 2
Other Taxes and Licenses 1
Total Operating Expenses


Net Income


Present Value of Net Income


Period
Discount Rate


2024 2025 2026 2027 2028
Projected


1,500           1,500           1,500           1,500           1,500           


-               -               -               -               -               
-               -               -               -               -               


67,700         69,300         70,900         72,600         74,300         
-               -               -               -               -               


1,746,900$  1,813,700$  1,882,900$  1,954,700$  2,029,200$  


-               -               -               -               -               
-               -               -               -               -               


133,300       139,400       144,700       150,200       155,900       
-               -               -               -               -               
-               -               -               -               -               


67,400         70,000         72,700         75,500         78,400         
300              300              300              300              300              


1,947,900$  2,023,400$  2,100,600$  2,180,700$  2,263,800$  


1,020,300$  1,058,500$  1,098,300$  1,138,600$  1,179,300$  


652,100$    646,900$    641,800$    636,300$    630,200$    


10 11 12 13 14
4.58% 4.58% 4.58% 4.58% 4.58%
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SCHEDULE 5-2
KW RESORT UTILITIES CORP


INCOME APPROACH ANALYSIS
Proforma Operating Results


Not-For-Profit


Escalation 
Reference


Operating Revenues
Metered Revenue


Water 6
Wastewater 6


Total Metered Revenue


Sales to Irrigation Customers 6
Rent from Property 1
Other Water Revenues 6


Total Operating Revenues


Operating Expenses
Salaries and Wages - Employees 2
Salaries and Wages - Officers 2
Employee Pensions and Benefits 2


Purchased Water/Sewage Treatment 4
Sludge Removal Expense 4
Purchased Power 4
Fuel for Purchased Power 4
Chemicals 4
Materials and Supplies 7
Contractual Services - Engineering 2
Contractual Services - Accounting 2
Contractual Services - Legal 2
Contractual Services - Mgt. Fees 2
Contractual Services - Testing 2
Contractual Services - Other 2
Rent of Building/Property 1
Rental of Equipment 1
Transportation Expenses 1
Insurance - General Liability 1
Insurance - Workers Comp 1


2029 2030 2031 2032 2033


1,562,800$  1,620,200$  1,679,300$  1,740,000$  1,802,500$  
1,790,700    1,856,500    1,924,200    1,993,800    2,065,400    
3,353,500    3,476,700    3,603,500    3,733,800    3,867,900    


103,500       107,300       111,200       115,200       119,300       
4,600           4,700           4,800           4,900           5,000           


108,900       112,900       117,000       121,200       125,600       


3,570,500$  3,701,600$  3,836,500$  3,975,100$  4,117,800$  


775,400$     805,500$     836,700$     869,100$     902,800$     
74,100         77,000         80,000         83,100         86,300         


143,800       149,400       155,200       161,200       167,400       


-               -               -               -               -               
83,900         87,300         90,900         94,600         98,400         


385,600       401,400       417,700       434,600       452,100       
-               -               -               -               -               


107,400       111,800       116,400       121,100       126,000       
74,300         76,500         78,800         81,200         83,700         
16,900         17,600         18,300         19,000         19,700         
35,500         36,900         38,300         39,800         41,300         
34,400         35,700         37,100         38,500         40,000         


-               -               -               -               -               
23,800         24,700         25,700         26,700         27,700         


195,600       203,200       211,100       219,300       227,800       
100              100              100              100              100              
800              800              800              800              800              


15,800         16,200         16,600         17,000         17,400         
33,600         34,400         35,200         36,000         36,900         
27,800         28,500         29,200         29,900         30,600         


Projected
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SCHEDULE 5-2
KW RESORT UTILITIES CORP


INCOME APPROACH ANALYSIS
Proforma Operating Results


Not-For-Profit


Escalation 
Reference


Advertising Expense 1
Regulatory Commission Expense - 
Amortization of Rate Case Expense Input
Bad Debt Expense 1
Miscellaneous Expense 1
Rate Case Adjustments 1


Total Operating Expenses


Depreciation Expense 0
Amortization of CIAC 0
Other Expense (inc. R&R) Input
Utility Regulatory Assessment Fee 0
Property Taxes 0
Payroll Taxes 2
Other Taxes and Licenses 1
Total Operating Expenses


Net Income


Present Value of Net Income


Period
Discount Rate


2029 2030 2031 2032 2033
Projected


1,500           1,500           1,500           1,500           1,500           


-               -               -               -               -               
-               -               -               -               -               


76,100         77,900         79,800         81,700         83,600         
-               -               -               -               -               


2,106,400$  2,186,400$  2,269,400$  2,355,200$  2,444,100$  


-               -               -               -               -               
-               -               -               -               -               


161,700       167,700       173,800       180,200       186,700       
-               -               -               -               -               
-               -               -               -               -               


81,400         84,600         87,900         91,300         94,800         
300              300              300              300              300              


2,349,800$  2,439,000$  2,531,400$  2,627,000$  2,725,900$  


1,220,700$  1,262,600$  1,305,100$  1,348,100$  1,391,900$  


623,700$    616,900$    609,700$    602,300$    594,600$    


15 16 17 18 19
4.58% 4.58% 4.58% 4.58% 4.58%
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SCHEDULE 5-2
KW RESORT UTILITIES CORP


INCOME APPROACH ANALYSIS
Proforma Operating Results


Not-For-Profit


Escalation 
Reference


Operating Revenues
Metered Revenue


Water 6
Wastewater 6


Total Metered Revenue


Sales to Irrigation Customers 6
Rent from Property 1
Other Water Revenues 6


Total Operating Revenues


Operating Expenses
Salaries and Wages - Employees 2
Salaries and Wages - Officers 2
Employee Pensions and Benefits 2


Purchased Water/Sewage Treatment 4
Sludge Removal Expense 4
Purchased Power 4
Fuel for Purchased Power 4
Chemicals 4
Materials and Supplies 7
Contractual Services - Engineering 2
Contractual Services - Accounting 2
Contractual Services - Legal 2
Contractual Services - Mgt. Fees 2
Contractual Services - Testing 2
Contractual Services - Other 2
Rent of Building/Property 1
Rental of Equipment 1
Transportation Expenses 1
Insurance - General Liability 1
Insurance - Workers Comp 1


2034 2035 2036 2037 2038


1,866,800$  1,903,300$  1,940,500$  1,978,400$  2,017,100$  
2,139,000    2,180,800    2,223,400    2,266,900    2,311,200    
4,005,800    4,084,100    4,163,900    4,245,300    4,328,300    


123,600       126,000       128,500       131,000       133,600       
5,100           5,200           5,300           5,400           5,500           


130,100       132,600       135,200       137,800       140,500       


4,264,600$  4,347,900$  4,432,900$  4,519,500$  4,607,900$  


937,800$     974,200$     1,012,000$  1,051,200$  1,092,000$  
89,600         93,100         96,700         100,400       104,300       


173,900       180,600       187,600       194,900       202,500       


-               -               -               -               -               
102,300       104,700       107,200       109,700       112,300       
470,200       481,400       492,800       504,500       516,500       


-               -               -               -               -               
131,000       134,100       137,300       140,600       143,900       


86,200         88,800         91,500         94,300         97,200         
20,500         21,300         22,100         23,000         23,900         
42,900         44,600         46,300         48,100         50,000         
41,600         43,200         44,900         46,600         48,400         


-               -               -               -               -               
28,800         29,900         31,100         32,300         33,600         


236,600       245,800       255,300       265,200       275,500       
100              100              100              100              100              
800              800              800              800              800              


17,800         18,200         18,600         19,000         19,500         
37,800         38,700         39,600         40,500         41,500         
31,300         32,000         32,800         33,600         34,400         


Projected
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SCHEDULE 5-2
KW RESORT UTILITIES CORP


INCOME APPROACH ANALYSIS
Proforma Operating Results


Not-For-Profit


Escalation 
Reference


Advertising Expense 1
Regulatory Commission Expense - 
Amortization of Rate Case Expense Input
Bad Debt Expense 1
Miscellaneous Expense 1
Rate Case Adjustments 1


Total Operating Expenses


Depreciation Expense 0
Amortization of CIAC 0
Other Expense (inc. R&R) Input
Utility Regulatory Assessment Fee 0
Property Taxes 0
Payroll Taxes 2
Other Taxes and Licenses 1
Total Operating Expenses


Net Income


Present Value of Net Income


Period
Discount Rate


2034 2035 2036 2037 2038
Projected


1,500           1,500           1,500           1,500           1,500           


-               -               -               -               -               
-               -               -               -               -               


85,600         87,600         89,700         91,800         94,000         
-               -               -               -               -               


2,536,300$  2,620,600$  2,707,900$  2,798,100$  2,891,900$  


-               -               -               -               -               
-               -               -               -               -               


193,400       200,300       204,200       208,200       212,300       
-               -               -               -               -               
-               -               -               -               -               


98,500         102,300       106,300       110,400       114,700       
300              300              300              300              300              


2,828,500$  2,923,500$  3,018,700$  3,117,000$  3,219,200$  


1,436,100$  1,424,400$  1,414,200$  1,402,500$  1,388,700$  


586,600$    556,400$    528,200$    500,900$    474,300$    


20 21 22 23 24
4.58% 4.58% 4.58% 4.58% 4.58%
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SCHEDULE 5-2
KW RESORT UTILITIES CORP


INCOME APPROACH ANALYSIS
Proforma Operating Results


Not-For-Profit


Escalation 
Reference


Operating Revenues
Metered Revenue


Water 6
Wastewater 6


Total Metered Revenue


Sales to Irrigation Customers 6
Rent from Property 1
Other Water Revenues 6


Total Operating Revenues


Operating Expenses
Salaries and Wages - Employees 2
Salaries and Wages - Officers 2
Employee Pensions and Benefits 2


Purchased Water/Sewage Treatment 4
Sludge Removal Expense 4
Purchased Power 4
Fuel for Purchased Power 4
Chemicals 4
Materials and Supplies 7
Contractual Services - Engineering 2
Contractual Services - Accounting 2
Contractual Services - Legal 2
Contractual Services - Mgt. Fees 2
Contractual Services - Testing 2
Contractual Services - Other 2
Rent of Building/Property 1
Rental of Equipment 1
Transportation Expenses 1
Insurance - General Liability 1
Insurance - Workers Comp 1


2039 2040 2041 2042 2043


2,056,500$  2,096,700$  2,137,700$  2,179,500$  2,222,100$  
2,356,400    2,402,500    2,449,500    2,497,400    2,546,200    
4,412,900    4,499,200    4,587,200    4,676,900    4,768,300    


136,200       138,900       141,600       144,400       147,200       
5,600           5,700           5,800           5,900           6,000           


143,200       146,000       148,900       151,800       154,800       


4,697,900$  4,789,800$  4,883,500$  4,979,000$  5,076,300$  


1,134,300$  1,178,300$  1,224,000$  1,271,500$  1,320,800$  
108,300       112,500       116,900       121,400       126,100       
210,400       218,600       227,100       235,900       245,000       


-               -               -               -               -               
115,000       117,700       120,500       123,400       126,300       
528,800       541,400       554,300       567,500       581,000       


-               -               -               -               -               
147,300       150,800       154,400       158,100       161,900       
100,100       103,100       106,200       109,400       112,700       


24,800         25,800         26,800         27,800         28,900         
51,900         53,900         56,000         58,200         60,500         
50,300         52,200         54,200         56,300         58,500         


-               -               -               -               -               
34,900         36,300         37,700         39,200         40,700         


286,200       297,300       308,800       320,800       333,200       
100              100              100              100              100              
800              800              800              800              800              


20,000         20,500         21,000         21,500         22,000         
42,500         43,500         44,500         45,600         46,700         
35,200         36,000         36,900         37,800         38,700         


Projected
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SCHEDULE 5-2
KW RESORT UTILITIES CORP


INCOME APPROACH ANALYSIS
Proforma Operating Results


Not-For-Profit


Escalation 
Reference


Advertising Expense 1
Regulatory Commission Expense - 
Amortization of Rate Case Expense Input
Bad Debt Expense 1
Miscellaneous Expense 1
Rate Case Adjustments 1


Total Operating Expenses


Depreciation Expense 0
Amortization of CIAC 0
Other Expense (inc. R&R) Input
Utility Regulatory Assessment Fee 0
Property Taxes 0
Payroll Taxes 2
Other Taxes and Licenses 1
Total Operating Expenses


Net Income


Present Value of Net Income


Period
Discount Rate


2039 2040 2041 2042 2043
Projected


1,500           1,500           1,500           1,500           1,500           


-               -               -               -               -               
-               -               -               -               -               


96,200         98,500         100,800       103,200       105,700       
-               -               -               -               -               


2,988,600$  3,088,800$  3,192,500$  3,300,000$  3,411,100$  


-               -               -               -               -               
-               -               -               -               -               


216,400       220,600       225,000       229,400       233,800       
-               -               -               -               -               
-               -               -               -               -               


119,100       123,700       128,500       133,500       138,700       
300              300              300              300              300              


3,324,400$  3,433,400$  3,546,300$  3,663,200$  3,783,900$  


1,373,500$  1,356,400$  1,337,200$  1,315,800$  1,292,400$  


448,500$    423,600$    399,300$    375,700$    352,900$    


25 26 27 28 29
4.58% 4.58% 4.58% 4.58% 4.58%
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SECTION 6 


COMPARABLE CONSTRUCTION COST AND SALES ANALYSIS 


 


 


6.01 INTRODUCTION 


 


The third approach is the Comparable Sales Approach.  This approach provides an 


indication of value by analyzing recent sales of similar property to the subject or KWRU. 


 


This approach is most reliable when the subject property sold at FMV recently or there is 


an active market providing a sufficient number of sales of comparable properties. 


 


While the KWRU is a special purpose property and has certain unique characteristics, it is 


not so unique that the approach is not feasible.  There is an active sales market for 


water/wastewater utilities not only in Florida, but also nationally.  The most normal sale is 


from an Investor Owned Utility (IOU) to either a non-for-profit entity (like FGUA, etc.) or  


the governmental entity of local jurisdiction (like FKAA, etc.). 


 


The systems such as KWRU sell as complete utility properties with all rights and privileges 


and as an on-going concern (i.e., a “live” plant versus a “dead” plant). 


 


The water and wastewater utility market is a monopoly with an exclusive service area 


which can not be invaded in Florida without a special circumstance (See Mad Hatter 


Utilities vs. Pasco County). 


 


USPAP in the Frequently Asked Question concerning pending sales as a comparable (page 


F-105); addresses the question as “USPAP does not require the use of a pending sale as a 


comparable, nor does USPAP prohibit such use”.  The response continues with the 


statement that “not considering a pending sale of a property highly similar to the subject 


could constitute an omission that would significantly affect the appraisal”. 


 


The Water Management Services, Inc. system has received a bank loan on the FMV of the 


system and the system is for sale at its FMV.  This is the only Island system with over 1,500 


ERC’s in Florida that is in this category known to myself.  I considered this potential sale. 
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The KWRU system did not transact recently and the system at the time was much different 


and in a different condition than the system which presently exists.  USPAP, for real 


property requires consideration of prior sales of the same property, if transacted within 


three (3) years (not the case with KWRU) or some consideration if transacted “recently” 


(also not the case with KWRU). 


 


Again due to the stable market for water and wastewater properties the courts have 


considered sales within five (5) years as “recent”, and for more similar properties up to ten 


(10) years as “recent” with the statement that sales nearing ten (10) years old should have 


less weight and are more subject to skewing in the adjustments and complicated by 


changes in the market. 


 


I have limited the age of sale to ten (10) years. 


 


I have limited the minimum number of ERC’s to seven hundred and fifty (750) due to the 


higher degree of variance in smaller sales and thereby a lower level of reliability. 


 


The metric used is the value per ERC (equivalent residential connection), which is used, by 


most Public Service Commissions, Regulatory Entities for Water Utilities, investors, credit 


institutions, and buyers and sellers in the industry. 


 


 


6.02 Comparable Sales Analysis 


 


The listing of sales and single potential sale is shown on Table 6-1. 


 


  


6-2







    


 
KW Resort Utilities\Report\Section 6 


HC #14076.00  


 


 


Table 6-1 


Sales Listing 


 


 From To 


1. Florida Water Service Corporation – Amelia 


Island 


Nassau County, Florida 


2. North Fort Myers Utility, Inc. Florida Governmental Utility 


Authority 


3. Little Sumter Utility Company Village Center Community 


Development District 


4. Miles Grant W&S Company Martin County, Florida 


5. On-Top-Of-The World Utility Co. Bay Laurel Center Community 


Development District 


6. Village of Royal Palm Beach, Florida Palm Beach County, Florida 


7. Water Management Services, Inc. Not-For-Profit Entity 


8. City of Westfield, Indiana Citizens Energy Group 


9. North Topsail, Utilities, Inc. Pluris Utilities, Inc. 


10. Utilities Inc. of Maryland Washington Suburban Sanitary 


Commission 


11. Carabas Woods/Woodberry Carolina Water 


Service, Inc. 


Charlotte – Mecklenburg Utility 


Department, North Carolina 


12. Township of Kinder, PA Little Washington Water Company 


13. Penn Township, PA Aqua America, Inc. 
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The time adjustment factors are taken from Table 6-2. 
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FPSC Annual 


Commission-


Apprvd Index of 


Regulated Water & 


WW Utilities


Year FPSC Price Deflator


Index % Chg. Index % Chg. % Chg. 


90.9 3,535


1982 9.02% 96.5 6.13% 3,825 8.20%


1983 5.99% 99.6 3.21% 4,066 6.30%


1984 4.25% 103.9 4.30% 4,146 1.97%


1985 3.76% 107.6 3.55% 4,195 1.18%


1986 3.33% 109.6 1.90% 4,295 2.38%


1987 2.69% 113.6 3.66% 4,406 2.58%


1988 2.89% 118.3 4.08% 4,519 2.56%


1989 4.35% 124.0 4.83% 4,615 2.12%


1990 4.12% 130.7 5.40% 4,732 2.54% 8.61%


1991 4.12% 136.2 4.23% 4,835 2.18% 8.14% -0.47%


1992 3.63% 140.3 3.03% 4,985 3.10% 7.67% -0.47%


1993 3.33% 144.5 2.95% 5,210 4.51% 6.59% -1.07%


1994 2.56% 148.2 2.61% 5,408 3.80% 7.37% 0.78%


1995 1.95% 152.4 2.81% 5,471 1.16% 6.88% -0.49%


1996 2.49% 156.9 2.93% 5,620 2.72% 6.71% -0.17%


1997 2.13% 160.5 2.34% 5,826 3.67% 6.61% -0.10%


1998 2.10% 163.0 1.55% 5,920 1.61% 5.58% -1.03%


1999 1.21% 166.6 2.19% 6,059 2.35% 5.87% 0.30%


2000 1.36% 172.2 3.38% 6,221 2.67% 5.94% 0.07%


2001 2.50% 177.1 2.83% 6,343 1.96% 5.49% -0.45%


2002 2.33% 179.9 1.59% 6,538 3.07% 5.40% -0.09%


2003 1.31% 184.0 2.27% 6,694 2.39% 4.96% -0.44%


2004 1.60% 188.9 2.68% 7,115 6.29% 5.04% 0.09%


2005 2.17% 195.3 3.39% 7,446 4.65% 4.64% -0.40%


2006 2.74% 201.6 3.23% 7,751 4.10% 4.89% 0.24%


2007 3.09% 207.3 2.85% 7,966 2.77% 4.84% -0.05%


2008 2.39% 215.3 3.84% 8,310 4.32% 4.28% -0.56%


2009 2.55% 214.5 -0.36% 8,570 3.13% 4.08% -0.20%


2010 0.56% 218.1 1.64% 8,802 2.71% 4.25% 0.17%


2011 1.18% 224.9 3.16% 9,066 2.99% 3.91% -0.34%


2012 2.41% 229.6 2.07% 9,313 2.73% 2.92% -0.99%


2013 1.63% 233.0 1.46% 9,546 2.50% 3.45% 0.52%


2014 1.41% 235.0 0.88% 9,699 1.61% 3.66% 0.21%


30-Yr Avg 2.46% 2.88% 2.89%


20-Yr Avg 1.96% 2.42% 3.08% 5.16%


10-Yr Avg 2.01% 2.40% 3.62% 4.23%


5-Yr Avg 1.44% 1.60% 2.81% 3.72%


1-Yr Avg 3.66%


(Estab. Jan 27, 2014)


(Upd. Apr 23, 2014)


Table 6-2


Escalation Indices


(through Mar 2014) (through Apr 2014) through 4/22/14


(Upd. Apr 23, 2014) (Upd. Apr 23, 2014) (Upd. Apr 23, 2014)


U.S. Dept. of Labor 


Bureau of Labor Stats - 


Customer Price Index - 


Avg. All Urban 


Consumers (CPI-U) US 


Engineering News 


Record Construction 


Cost Index


Risk Free Rate as 


calculated from Daily 


U.S. Treasury Yield 


Curve Rates


CPI-U ENR CCI Ann. Avg Risk Free Rate
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The results of applying the adjustment to the sales are shown on Table 6-3.  The weighted 


average of the 13 sales was $4,640 per ERC.  Applying the weighted average to the ERC’s of 


KWRU of 4,615 results in an indication of $21,400,000.  Sizing is evaluated on Figure 6-1.  


The result for the complete sample set is $20,500,000. 


 


 


Table 6-3 


Adjusted Utility Sales KWRU Analysis 


 


Sale 


# (1) 


Type (2) Allocable 


Punch Price 
(3) 


Time Adj. (4) Adj. P.P. ERC’s $/ERC 


1 W/S $9,907,000 1.501 $14,870,000 2,501 $5,946 


2 S 51,750,000 1.131 58,529,999 15,700 3,728 


3 W/S 36,970,000 1.480 54,716,000 10,700 5,114 


4 W/S 3,308,000 1.143 3,781,000 850 4,448 


5 W/S 19,000,000 1.102 20,938,000 5,412 3,869 


6 W/S 45,594,000 1.251 57,038,000 12,136 4,700 


7 W 18,800,000 0.971 18,250,000 3,547 5,147 


8 W/S 57,700,000 1.000 57,700,000 11,200 5,152 


9 S 8,000,000 1.132 9,056,000 2,635 3,437 


10 W/S 6,294,000 1.251 7,874,000 2,040 3,860 


11 W/S 18,200,000 1.041 18,946,000 3,698 5,123 


12 S 11,357,051 1.041 11,822,000 1,505 7,856 


13 S 3,668,000 1.016 3,727,000 751 4,962 


Totals (Rounded to 4 S.F.) $337,200,000 72,680 $4,640 Ave. 


Ave. 4,615 x 4,640 = $21,400,000 


(1) From Table 6-1 


(2) W= Water; S=Sewer or Wastewater; W/S=Both 


(3) Using net utility plant in service from Annual Report Ratio to purchase price. 


(4) From Table 6-2 
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A major factor is location.  As an island utility, the system would be more valuable.  Table 6-


4 presents two island utilities.  The range in indicated value is from $23,800,000 to 


$27,400,000 with the average being $25,600,000. 


 


It is reasonable to me that an island utility would be at a premium.  On Sanibel Island (the 


Sanibel Seven System, a 1983 sale; sold at a 35% premium).  Most Florida island utilities 


sell at a premium in my 38 years of transactions in the state. 


 


Based upon my experience and training, it is my opinion that a 25% premium is reasonable 


for the KWRU wastewater system.  The comparable sales approach indication of value; in 


my opinion is $26,300,000. 


 


 


Table 6-4 


Island Only Results 


 


1. Amelia Island $5,946 x 4,615 = $27,400,000 


2. St. George Island $5,147 x 4,615 = $23,800,000 


Average - $25,600,000 
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6.03 Comparable Project Costs 


 


Due to the Florida Legislative requirements for sewering the Keys and providing advanced 


waste treatment, there is a current and active market for the construction of wastewater 


utility facilities.  The selected projects and costs were derived from the FDEP “Report to the 


Department of Community Affairs – 10-year work program for Monroe County Florida 


Keys Wastewater Improvements” dated April 2008 and from proposals and bid tabulations. 


 


Table 6-5 presents the reported costs or estimates and ERC’s for seven (7) projects.  Such 


unit costs are greater than the fair market value of KWRU due to the following factors: 


1. New versus depreciated (a 70% factor is used); and 


2. Utility conflicts, premiums and specials (an 80% factor is used based upon bid 


tabulations) 


 


 


Table 6-5 


Florida Keys Wastewater Improvements  


Project Costs 


 


Project Description Cost ERC’s $/ERC 


1. 2008 North Plantation Key $10,490,000 400 $26,200 


2. 2009/2010 Remainder 


Islamorada (Est). 


115,000,000 11,600 9,900 


3. 2008 Layton/Long Key 5,700,000 350 16,300 


4. 2010 Marathon (Est.) 70,000,000 7,800 8,970 


5. 2009/2010 Big Coppitt 


Geiger, Rockland & Shark 


Keys (Est.) 


47,200,000 2,200 21,500 


6. 2011/2012 Duck and 


Conch Keys (Est.) 


20,600,000 375 54,900 


7. 11/21/2012 Lower 


Sugarloaf North to Big Pine 


Key – Addenda #5 (Water 


mains removed as well as 


certain specials) 


81,000.000 7,400 10,900 


Weighted Average: 349,990,000 30,125 ------- 


Say 350,000,000 30,100 11,600 
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Taking the unadjusted for time weighted average of $11,600 per ERC and applying the 


above two factors (70% x 80% = 56%) results in $11,600 x 0.56 = $6,500/ERC. 


 


The above verification method illustrates the reasonableness of the 25% premium 


discussed in Section 6.02.  The standard comparable sales indicated FMV for KWRU was 


$5,700/ERC.  The above construction cost adjusted value is $6,500/ERC. 


 


Removing the highest cost projects #1, #5 and #6 results in the following - $271,700,000 


for 27,150 ERC’s or $10,000 per ERC gross and with the two factors applied results in 


$5,600/ERC. 


 


Both the Florida Island Utility Sales Market and the recent Florida Keys construction 


programs market data, with adjustments; both support my opinion of $5,700/ERC for the 


KWRU property or applied to the 4,615 ERC’s results in $26,300,000.  
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SECTION	  7	  
RECONCILIATION	  OF	  VALUATION	  APPROACHES	  


	  
	  
	  


The	  RCNLD,	  income	  and	  comparable	  sales	  approaches	  with	  the	  supporting	  analysis	  
and	   documents	   provide	   useful	   information.	   	   In	   addition,	   my	   thirty-‐eight	   years	   of	  
water	   and	   wastewater	   utility	   design,	   construction,	   bidding,	   purchase	   and	   sales,	  
appraisals,	   negotiations,	   regulatory	   matters,	   financings,	   and	   rates	   and	   charge	  
activities	   on	   hundreds	   of	   assignments	   in	   the	   State	   with	   my	   market	   participation	  
have	   given	   me	   the	   ability	   to	   understand	   the	   fair	   market	   value	   of	   water	   and	  
wastewater	   utility	   property.	   	   I	   am	   a	   registered	   professional	   engineer	   and	   have	  
specialized	  experience,	  training	  and	  practice	  in	  water	  and	  wastewater	  utilities.	  	  I	  am	  
an	   American	   Academy	   of	   Environmental	   Engineers	   board	   certified	   environmental	  
engineer	  with	  my	  specialty	  being	  water	  and	  pollution	   control	   (wastewater).	   	   I	   am	  
not	  only	  an	  Accredited	  Senior	  Appraiser,	  but	  also	  have	  the	  machinery	  and	  technical	  
specialties	   certification	   and	   the	   public	   utilities	   specialty	   certification.	   	   One	   of	   my	  
public	  utility	  specialties	  is	  water	  and	  wastewater	  utilities.	  
	  
It	   is	  with	   the	  combination	  of	   the	  work	  performed,	  my	  experience	  and	  my	   training	  
with	  registrations	  and	  accreditations	  and	  in	  consideration	  of	  the	  real	  property	  and	  
easements	  appraisal;	  I	  render	  my	  opinion	  of	  value	  as	  of	  December	  31,	  2014	  for	  the	  
KW	  Resort	  Utilities	  property	  as:	  
	  


$27,100,000.000	  
(twenty	  seven	  million	  one	  hundred	  thousand	  dollars)	  


	  
For	   the	   reader’s	   information	   the	   results	  of	   the	  approaches	  were	   found	   to	  be	  as	  of	  
December	  31,	  2014	  the	  following:	  
	  
RCNLD	   $29,100,000	  
Income	   $23,500,000	  
Comparable	  Sales	  Costs	   $26,300,000	  
	  
Even	  though	  the	  above	  opinion	  of	  value	  was	  not	  derived	  mathematically,	  I	  offer	  the	  
following	  approximate	  weighting	  for	  informational	  purposes.	  
	  
The	   cost	   approach	   is	   to	   values	   all	   of	   the	   real	   property,	   tangible	   property	   and	  
intangible	  property.	  	  It	  is	  specific	  to	  the	  utility’s	  configuration,	  facilities,	  and	  its	  on-‐
going	   concern.	   	   The	  market	  will	   see	   some	   risk	   associated	  with	   the	   cost	   approach	  
involving	   deferred	  maintenance,	   latent	   defects	   and	   not	   observable	   deficiencies	   in	  
the	  due	  diligence	  process.	  	  Nonetheless,	  for	  the	  KW	  Resort	  Utilities	  system,	  the	  cost	  
approach	   is	   the	   strongest	   indicator	   of	   highest	   and	   best	   use/full	   fair	  market	   value	  
given	  the	  extraordinary	  assumptions	  and	  hypothetical	  conditions	  taken	  in	  this	  work.	  	  
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It	   provides	   full	   compensation	   as	   dampened	   somewhat	   by	   the	   other	   approaches.	  	  
Mathematically,	  the	  weighting	  calculates	  to	  approximately	  50%.	  
	  
The	  income	  approach	  for	  this	  public	  owned	  utility	  typically	  does	  not	  capture	  all	  of	  
the	   value	   of	   the	   assets.	   	   A	   difficulty	   with	   the	   income	   approach	   is	   the	   amount	   of	  
assumptions	   and	   lack	   of	   information	   available.	   	   Moreover,	   there	   is	   significant	  
uncertainty	   due	   to	   the	   prospective	   nature	   of	   forecasting	   future	   financial	  
performance,	  which	  may	  or	  may	  not	  be	  realized.	   	  Therefore,	   the	   income	  approach	  
for	  the	  subject	  property	  is	  the	  least	  reliable	  indicator.	  Mathematically,	  the	  weighting	  
calculates	  to	  approximately	  20%.	  	  
	  
The	  comparable	  sales	  approach	  is	  the	  standard	  approach	  relied	  upon	  for	  real	  estate	  
appraisals.	   	   The	   water	   and	   wastewater	   systems	   market	   values	   have	   increased	  
greater	  than	  inflation	  in	  the	  past	  five	  years.	  	  The	  service	  provided	  is	  monopolistic	  in	  
nature.	  
	  
There	  are	   regulatory	   factors,	  Florida	   legislature	   factors,	  Earmarked	  Grant	  and	   low	  
cost	   loan	   factors	   (FDEP	   SRF,	   US	   Loan	   Forgiveness,	   State	   Allocation,	   FEMA,	   others	  
which	  target	  the	  Florida	  Keys	  for	  Wastewater	  Improvements.	  	  I	  believe	  the	  analysis	  
of	  comparable	  construction	  costs	  new	  is	  reliable.	  	  	  
	  
I	  believe	  the	  comparable	  sales	  approach	  values	  all	  of	  the	  property	  considered	  (RP,	  
TTP	  and	  IP).	  	  I	  believe	  the	  adjustments	  taken	  are	  reflective	  of	  the	  market	  and	  costs	  
which	   a	   buyer	   may	   consider	   necessary	   associated	   with	   the	   standard	   terms	   and	  
conditions	   in	   the	   industry.	   	   There	   is	   an	   active	   AWT	   wastewater	   treatment	   plant	  
market	  in	  Florida	  and	  especially	  the	  Florida	  Keys.	  	  Only	  California	  has	  a	  more	  active	  
market	  for	  such	  state	  of	  the	  art	  facilities.	  	  I	  believe	  that	  the	  comparable	  construction	  
cost	  new	  is	  also	  a	  strong	  indicator	  of	  value	  for	  the	  KW	  Resort	  Utilities	  AWT	  WWTP	  
property.	   	   Both	   the	   Florida	   Island	   comparable	   sale	   and	   the	   adjusted	   comparable	  
construction	   cost,	   as	   adjusted,	   indicator	   converged	  or	   verified	   each	  other.	  Neither	  
reflected	  the	  planning,	  design	  and	  permitting	  activities	  for	  the	  expansion	  of	  the	  AWT	  
WWTP	  facility	  and	  the	  availability	  of	  no	  discharge	  beneficial	  reuse	  by	  the	  Key	  West	  
Golf	  Club,	  the	  MCDC,	  the	  Marina	  and	  the	  other	  identified	  reuse	  customers	  on	  the	  Key	  
of	   Stock	   Island.	   These	   customers,	   as	   the	   flows	   to	   the	   AWT	  WWTP	   increase,	   will	  
represent	  a	  significant	  additional	  customer	  base.	  The	  current	  reclaimed	  water	  rate	  
is	  significantly	  below	  Florida	  Island	  comparable	  rates.	   	   It	   is	  probable	  that	  the	  non-‐
for-‐profit	   buyer	   would	   increase	   the	   rate	   in	   the	   future.	   The	   beneficial	   reuse	  
considerations	   are	   not	   reflected	   in	   this	   Report,	   yet	   have	   an	   increased	   buyer	  
incentive	   in	   the	   marketplace.	   	   Mathematically,	   the	   weighting	   calculates	   to	  
approximately	  30%.	  
	  
The	   summary	   above	   discusses	   considerations	   in	   the	   reconciliation	   of	   the	  
approaches	  into	  the	  opinion	  of	  value.	  
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USPAP	  Checklist	  
	  


1. Client	  Intended	  Users	  –	  Section	  1	  
2. Intended	  Use	  Letter-‐	  Section	  1	  
3. Property	  Identification	  –	  Section	  2,	  4	  and	  Appendix	  
4. Property	  Physical	  Characteristics	  –	  Section	  2,	  4	  and	  Appendix	  
5. Property	  Interest	  –	  Section	  1	  
6. Type	  of	  Value	  –	  Fair	  Market	  Value	  
7. Define	  and	  Source	  –	  Section	  1	  
8. Effective	  Date	  –	  December	  31,	  2014	  
9. Summary	  of	  Scope	  of	  Work	  –	  Section	  1	  
10. Three	  Approaches	  Consideration	  –	  Sections	  4,	  5	  and	  6	  
11. Use	  of	  Property	  –	  Current	  Use	  
12. Appropriate	  Market	  –	  Not-‐for-‐Profit	  
13. Extraordinary	  Assumptions	  –	  Section	  1	  
14. Hypothetical	  Conditions	  –	  Section	  1	  
15. Signed	  Certification	  –	  Certification	  Page	  
16. Effect	   of	   Assumptions	   and	   Conditions	   –	   Letter	   of	   Transmittal	   Section	   1,	  


Sections	  4,	  5,	  and	  6.	  
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An Appraisal Report Key West Resort Utilities, Stock Island, FL


CERTIFICATE OF APPRAISAL


I HEREBY CERTIFY THAT UPON APPLICATION FOR VALUATION BY:


PREPARED FOR INCLUSION WITH AN APPRAISAL REPORT BY:


MR. GERALD HARTMAN, PE, BCEE, ASA


HARTMAN CONSULTANTS, LLC


2107 WATER KEY DRIVE


WINDERMERE, FLORIDA 34786


&


CLIENT:


MR. WILLIAM L. SMITH, JR., CHAIRMAN OF THE BOARD


KEY WEST RESORT UTILITIES


6630 FRONT STREET


STOCK ISLAND, KEY WEST, FLORIDA 33040


I have personally examined the subject property:


and based on analysis of market data, site visit, physical walk through, and research, it is my opinion that


the Fair Market Value of the Fee Simple Interest of the Subject Property, Main Sewer Treatment Plant


(6630 Front Street), Land Only, plus the Sewer Utility Easements throughout North and South Stock


Island, and the Proposed Easements throughout the Key West Golf Course (6450 College Road, Key


West), subject to definitions, assumptions and limiting conditions, as of November 18, 2014, is:


EIGHT MILLION FIVE HUNDRED FORTY TWO THOUSAND DOLLARS


($ 8,542,000)


I ADDITIONALLY CERTIFY that, to the best of my knowledge and belief:


" The statements of fact contained in this report are true and correct.


Appraisal Company of Key West Page 64
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" The reported analyses, opinion, and conclusions are limited onlybythe reported assumptions and


limiting conditions, and are mypersonal, impartial, and unbiased professional analyses, opinions


and conclusions.


" I have no bias with respect to the property that is the subject of this report or to the parties


involved with this assignment.


" My engagement in this assignment was not contingent upon developing or reporting


predetermined results.


" My compensation for completing this assignment is not contingent upon the development or


reporting of a predetermined value or a direction in value that favors the cause of the client, the


amount of the value opinion, the attainment of a stipulated result, or the occurrence of a


subsequent event directly related to the intended use of this appraisal.


" My analyses, opinions, and conclusions were developed and this report has been prepared in


conformity with the Uniform Standards of Professional Appraisal Practice.


" James E. Wilson has performed a site visit and physical walk through of the property that is the


subject of this report.


" No one has provided significant professional assistance to the persons signing this report other


than integrating this report with Mr. Gerald Hartman, PE, BCEE, ASA, Hartman Consultants,


LLC.


" The use of this report is subject to the requirements of the State of Florida relating to review by


the Florida Real Estate Appraisal Board of the Department of Professional Regulations, Division


of Real Estate.


" The reported analyses, opinions and conclusions were developed, and this report has been


prepared, in conformity with the requirements of the Code of Professional Ethics and the


Standards of Professional Appraisal Practice of the Appraisal Institute.


" I have appraised the main sewer plant parcel of the subject property (real property only) on


January 4, 2012. I have not prepared an appraisal, feasibility study, consultation assignment, or


any other related service for the subject easement parcels over the past three years or prior.


" James E. Wilson has completed the Professional Standards and Ethics education requirement of


the Appraisal Institute for Associate Members.


Appraisal Company of Key West Page 65
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APPRAISAL COMPANY OF KEY WEST


James E. Wilson, MRICS, President


State-certified general real estate appraiser


RZ 2164
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Gerald C. Hartman, PE, BCEE, ASA 
 
 
 
 


 
 


 


Education 
 


M.S. Duke University, 1976 


B.S. Duke University, 1975 


Registrations/Certifications  


Arizona No. 28939 


Colorado No. 31200 


Florida No. 27703 


Georgia No. 17597 


Illinois No. 062-053100 


Indiana No. 10100292 


Kentucky No. 22463 


Louisiana No. 30816 


Maine No. 10395 


Maryland No. 12410 


Mississippi No. 12717 


Nevada No. 20259 


New Mexico No. 15990 


New York No. 088623-1 


North Carolina No. 15264 


Ohio No. 70152 


Pennsylvania No. 38216  


South Carolina 15389 


Tennessee No. 105550 


Virginia No. 131184  


Wisconsin 32971-6 


NCEES National P.E. 


No. 20481 


American Society of 


Appraisers Accredited Senior 


Appraiser No. 7542 


Professional  Summary 


Management  Consulting/Valuation/Expert  Testimony 


Mr. Hartman is an experienced utility engineer and appraiser specializing in utilities 


and systems. He is a qualified expert witness in the area of utility system valuation 


and financing, facility siting, certification/service area/franchises and 


formation/creation, management and acquisition projects. Mr. Hartman is accepted 


in various Federal Courts, Circuit Courts, Division of Administrative Hearings, Public 


Service Commissions, arbitration, and quasi-judicial hearings conducted by cities and 


counties, as a technical expert witness in the areas of utility systems (water, 


wastewater, stormwater, solid waste, gas and electric), certification/service 


area/franchises, facility planning, utility conveyance, transmission and distribution, 


utility resources, utility treatment, engineering, permitting and regulations, utility 


system design and construction, and utility systems valuation (water , wastewater, 


stormwater, solid waste, gas, and electric systems), costing and damages. 
 


 


 


Professional  Experience 


Machinery and Technical Specialties, ASA – Public Utilities 


Public Utilities Appraisal Specialty Certified, ASA 


Tangible  Personal  Property  –  VAB,  Magistrate 


Orange County, FL (2009 and 2010) 


Tangible Personal Property – Special Magistrate Osceola 


County, FL (2011, 2012, and 2013/2014) Hendry 


County, FL (2012 and 2013/2014) 


Financial Reports 


Mr. Hartman has been involved in over 300 capital charge, impact fee and 


installation charge studies involving water, wastewater and fire service for various 


entities. He also has participated in over 150 user rate adjustment reports. Mr. 


Hartman assisted in the development of over 70 revenue bond issues, 20 short-term 


bank loan systems, 10 general obligation bonds, numerous grant/loan programs, 


numerous capacity sale programs, and 20 privatization programs. Mr. Hartman has 


been involved in over $3 billion in utility bond and commercial loan financings for 


water and wastewater utility, and over $4 billion in utility grants, matching funding, 


cost-sharing; SRF loans and Federal Loans (R.D., etc.), assessments and CIAC 


programs. 


Utility Appraisals, Valuations and Evaluations 


Mr. Hartman has been involved in some 500 utility negotiations, valuations and 


evaluations, and has been a qualified expert witness by the courts with regard to 


utility, arbitrations and condemnation cases. He has participated in the valuation of 


numerous utility systems. His experience includes: 
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Year Project Party Represented 


2014 Illinois Value Consulting  Confidential 


2014 
New 
Rver 


New River Light & Power (ongoing) Owner 


2014 KWRU – Wastewater Utility (ongoing) Owner 


2014 Citrus County/Duke Energy 1/1/13 County 


2014 Minto Prop./SID W&WW&RU District 


2014 North Maine Utilities F.O. Village 


2014 3 Appraisals Review Glenview 


2014 Eastlake W&WW (Condemn) County 


2014 Pebble Creek Utilities W&WW (Con.) County 


2014 Mooresville Water (Condemn) ARM Attorney 


2014 Cauley Creek WRF Owner 


2013 Tega Cay Water and Wastewater  Both 


2013 Harrison, Ohio Water City 


2013 Water Management Services  Bank 


2013 North Lee Rural Water Association, Tupelo, MS 


(Partial) 


City 


2013 NPUC (Cost/Comp) Wastewater Bank 


2013 Progress Energy Florida (Citrus County) TPP 


1/1/12  


County 


2013 Village of Oakwood Water/Wastewater System Village 


2013 Richmond Generation Station (Review) City 


2013 Peru Generation Station (Review) City 


2013 Dover, Delaware Electric System City 


2013 C-51 Reservoir Owner 


2013 C-25 Reservoir Owner 


2013 Eglin Air Force Base Proposer 


2013 Duke Energy (Citrus County) TPP Electric 1/1/13 County 


2012 Beverly Hills Waste Management Owner 


2012 Town of Belleair Town 


2012 Orchid Springs Utilities City 


2012 Tymber Creek Utilities – Stock Transfer Owner(s) 


2012 Peoples of Balstrop – (Condemnation)  Owner 


2012 Senoia Water System County 


2011 Pine Island Utility System Owner 


2011 Town of Franklinton Water/Wastewater System Both 


2011 Kill Devil Hills Wastewater Treatment Plant Bank 


2011 Chesapeake Electric Utility – Marianna, Florida City 


2011 City of South Daytona Electric Utility City 


2011 On Top of the World Communities Water, 


Wastewater, and Reuse System – Marion 


County, Florida (Bay Laurel Center Community 


Development District) 


District 


2011 City of Vero Beach Electric Utility City 


2011 City of Vero Beach Water, Wastewater, and 


Reuse System 


City 


2010 Rolling Oaks Water and Wastewater System, 


Beverly Hills Waste Management System (SW) 


Owner/Bank 


2010 Liberty Water – Tall Timbers Wastewater 


System, TX (Condemnation) 


Owner 


2010 Heritage Hills Water and Sewer System, NY Owner 


2010 Waterside Villages of Currituck Waste Water 


Treatment Plant, NC 


District 


2010 Tindall Hammock Irrigation and Soil 


Conservation District Water/Wastewater System 


District 


2010 Great Wolf Resort Utilities, PA Owner 


2010 Town of Indian River Shores Water and Sewer 


System Assets 


Town 


2010 City of Vero Beach Water and Sewer System 


Assets, Town of Indian River Shores (Partial) 


City 


2010 City of Griffin Water System Assets, GA Water Authority 


2010 Golden Beach Water Assets City 


 


 
 


Skills 
 


Management Consulting 


Utility System Valuation 


Expert Witness Services 


Rates, Fees, and Charges 


Funding and Financing 


Utility Certifications, 


Franchises, Service Areas 


Economic Evaluations 


Creditworthiness Analysis 


Environmental Engineering 


Water/Wastewater Systems 


Engineering 


Stormwater Systems 


Water Resource Services 


Electric System Appraisals 


 


Relevant Training/Courses 
 


Numerous AWRA, AWWA, 


ASCE, WEF, AASE, ASA, 


NSPE, PE Seminars, 


Courses, Ethics, Continuing 


Education (multiple states) 


USPAP Exams 


2003,04,09/10 


ASA ME201, ME202, 


ME203, ME204 Mach. & 


Technical Specialties, 


BV201 Public Utilities, 


PP201. 


ASA Public Utilities Specialty 


Designation Exam Parts I, 


II, and III Numerous 


Technical Appraisal 


Courses/Exams in personal 


property (tangible & 


intangible), business 


valuation, and other areas 


Appraisal Review & 


Management ARM 201 and 


204 
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Year Project Party Represented 


2010 Fearington Utilities NFP 


2009 On Top of the World Communities Water, 


Wastewater, and Reuse System – Marion 


County, Florida (Bay Laurel Center Community 


Development District) 


District 


2009 Aquarina Water and Wastewater Bank 


2009 Cocoa Beach (electric) City 


2009 Parkland Utilities Owner 


2009 GISTRO NFP 


2009 Fruitland Park (electric) City 


2009 Town of Golden Beach Water and Wastewater 


System 


City 


2008 Park Water Company City 


2008 Crooked Lake Sewerage Company City 


2008 Vanguard Wastewater System City 


2008 Traxler Enterprises City 


2008 Louisiana Land and Water Company Owner 


2008 Sandy Creek Water and Wastewater County 


2008 Bayside Water and Wastewater County 


2008 Fern Crest Utilities, Inc. Buyer 


2008 Turnpike Utilities, LLC – W/S North Carolina Owner 


2008 Nags Head, Moneray Shores, Currituck Sewer, 


Corollo #1 & #2 


Buyer 


2008 Service Management Systems, Inc. Bank 


2008 Slash Creek Utility System Owner 


2008 Kill Devil Hills Utility Company Owner 


2008 Orchid Springs Utilities City 


2008 City of North Miami Beach – Utilities Owner 


2007 Pine Island Water System Owner 


2007 Pine Island Currituck Sewer Owner 


2007 Gulf Coast Electric Cooperative County 


2007 Marion Utilities, Sunshine Utilities and 


Windstream Utilities 


County 


2007 Ocean Reef/NKLUA/Card Sound I.Q. FKAA 


2007 Irish Acres County 


2007 I-20 Systems South Carolina Owner 


2007 Town & Country Update Owner 


2007 Service Management Systems, Inc. C.B. Ellis 


2007 Bulow Village Resort County 


2007 Intercoastal Utilities Owner 


2006 Donaldsonville/Peoples Utilities Owner 


2006 MSM Utilities, Inc. Owner 


2006 BSU/Citrus Park Owner 


2006 Jasmine Lakes and Palm Terrace City 


2006 The Arbors County 


2006 Oak Centre County 


2006 Silver Oaks Estates County 


2006 Regal Woods County 


2006 Golden Glen County 


2006 Willow Oaks County 


2006 South Oak County 


2006 Gulf State Community Bank – Utility Holdings Bank 


2006 Rolling Green County 


2006 South 40, Citrus Park and Raven Hill County 


2006 Holiday Utility Company, Inc. Bank 


2006 Old Bahama Bay Management 


 


 


 
 


Affiliations 


Diplomate – American 


Academy of Environmental 


Engineers 


American Society of 


Appraisers 


American Society of Civil 


Engineers 


American Water Works 


Association 


Florida Engineering Society  


National Society of 


Professional Engineers 


Water and Environment 


Federation 
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Year Project Party Represented 
2006 Utility Consolidation Program County 


2006 Loch Harbor Water & Wastewater System Owner 


2005 Lake Wales Utility Company Bank 


2005 Pennichuck Water Company Confidential 


2005 K.W. Resort Utilities, Inc. Confidential 


2005 Water Management Services, Inc. Owner 


2005 Town and Country Utility Co. Confidential 


2005 Village of Royal Palm Beach Village 


2005 Orange/Osceola/Lake/Seminole Counties Confidential 


2005 Utilities, Inc. (Partial) (Condemnation) Owner 


2005 Village of Royal Palm Beach Village 


2005 Bald Head Island Utilities, Inc. Village 


2005 Broward County Confidential 


2005 Burkim Enterprises, Inc. (Condemnation) Owner 


2005 Lyman Utilities, Inc. Harrison County, MS 


(Condemnation) 


Owner 


2004 Quail Meadow Utility Company County 


2004 Silver Springs Shores Regional County 


2004 Matanzas Shores County 


2004 El Dorado Utilities, NM (Condemnation) Owner 


2004 CDF to City of Tupelo, MS CDF 


2004 Pesotum, Illinois – IAWC Village 


2004 Philo, Illinois – IAWC Village 


2004 Central Florida Confidential 


2004 Skyview City 


2004 Polk Utilities NFP 


2004 St. Johns Services Company County 


2004 Intercoastal Utilities Company County 


2004 Stonecrest Utilities County 


2004 Meredith Manor County 


2004 Lake Harriet Estates County 


2004 Lake Brantley County 


2004 Fern Park County 


2004 Druid Hills County 


2004 Dol Ray Manor County 


2004 Apple Valley County 


2004 Kingsway Utility Area County 


2004 Lake Suzy Utilities (water portion) County 


2004 Sanibel Bayous Wastewater Corporation City 


2004 Ocean City Utilities FCURIA/County 


2004 People’s Water of Donaldsonville, LA 


(Condemnation) 


Owner 


2003 Harmony Homes County 


2003 Florida Central Commerce Park County 


2003 Chuluota County 


2003 District 3C (Miramar portion) City 


2003 Lincoln Utilities/Indiana Water Service Owner 


2003 Gibsonia Estates City 


2003 Lake Gibson Estates City 


2003 Jungle Den Utilities Association 


2003 Holiday Haven Utilities Association 


2003 Salt Springs County 


2003 Smyrna Villas County 


2003 South Forty County 


2003 Citrus Park County 
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Year 


 
Project 


 
Party Represented 


2003 Spruce Creek South County 


2003 Spruce Creek County 


2003 Spruce Creek Country Club Estates County 


2003 Longwood Franchise (electric) City 


2003 Casselberry Franchise (electric) City 


2003 Apopka Franchise (electric) City 


2003 Winter Park Acquisition (electric) City 


2003 Stonecrest/Steeplechase County 


2003 Marion Oaks County 


2003 Kingswood Utilities County 


2003 Oakwood Utilities County 


2003 Sunny Hills Utilities Confidential 


2003 Interlachen Lake/Park Manor Confidential 


2003 Tomoka/Twin Rivers Confidential 


2003 Beacon Hills Buyer 


2003 Woodmere Buyer 


2003 Bay Lake Estates City 


2003 Fountains City 


2003 Intercession City City 


2003 Lake Ajay Estates City 


2003 Pine Ridge Estates City 


2003 Tropical Park City 


2003 Windsong City 


2003 Buenaventura Lakes City 


2002 Lelani Heights Utilities County 


2002 Fisherman Haven Utilities County 


2002 Fox Run Utilities, Inc. County 


2002 Ponce Inlet City 


2002 Amelia Island Utilities City 


2002 Florida Public Utilities (Condemnation) City 


2002 AquaSource – LSU County 


2002 Park Place Utility Company, GA Owner 


2002 Kingsway Utility System Owner/County 


2002 Pennichuck Water Company, NH City 


2002 Philo Water System, IL Village 


2002 Pasco County – 2 systems County 


2002 Marion Consolidation – 10 systems County 


2002 Sugarmill (Condemnation) UCCNSB 


2002 Deltona Conference 


2002 Palm Coast FCURIA 


2002 Bald Head Island Utilities, NC Village 


2002 White’s Creek – Lincolnshire, SC (Condemnation) Owner 


2002 Bluebird Utilities, Tupelo, MS NFP 


2001- 
2002 


Due Diligence – 260 systems (VA, NC, SC) Buyer 


2001 Shady Oaks County 


2001 Davie/Sunrise City 


2001 Lindale Utilities County 


2001 Aquarina Owner 


2001 Intercoastal Utilities County 


2001 Beverly Beach City 


2001 Citrus County Utility Consolidation Plan 
(numerous) 


County 


2001 Pasco County Utility Acquisition Plan (numerous) County 


2001 Skylake Utilities City 
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Year Project Party Represented 
2001 Town of Lauderdale-By-The-Sea Town 


2001 John Knox Village City 


2001 Silver Springs Regional County 


2001 DeSoto Countywide FWSC Franchise and Assets County 


2001 Zellwood Station Co-Op Co-Op 


2001 Palm Cay County 


2000 The Great Outdoors Owner 


2000 Destin Water Users City 


2000 Pine Run County 


2000 Oak Run County 


2000 Dundee Wastewater (partial) City 


2000 Polk City Water City 


2000 A.P. Utilities (2 systems) County 


2000 CGD Utilities Bank 


2000 Boynton Beach (partial) City 


2000 Aqua-Lake Gibson Utilities City 


2000 Bartelt Enterprises, Ltd. (2 systems) Owner 


2000 49 ‘Ner Water System, Tucson, AZ 


(Condemnation) 


Owner 


2000 Stock Island Wastewater and Reuse System Owner 


1999 Osceola Power Station (Electric) Owner 


1999 Okeelanta Power Station (Electric) Owner 


1999 Del Webb (3 systems) County 


1999 Destin Water Users Co-Op City 


1999 O&S Water Company City 


1999 Rolling Springs Water Company County 


1999 ORCA Water & Solid Waste Authority 


1999 Marianna Shores Water and Wastewater City 


1999 Mount Olive Utilities City 


1999 AP Utilities (3 systems) County 


1999 Tangerine Water Association City 


1999 Laniger Enterprises Water & Wastewater Bank 


1999 IRI golf Water System, AZ (Condemnation) Investor 


1999 South Lake Utilities City 


1999 St. Lucie West CDD City 


1999 Polk City/Lakeland City 


1999 Dobo System, Hanover County, NC County 


1999 Rampart Utilities County 


1999 Garlits to Marion County County 


1998 Golf and Lake Estates City 


1998 Sanibel Bayous/E.P.C. City 


1998 Tega Cay Utility Company, SC City 


1998 Marlboro Meadows, MD (Condemnation) Owner 


1998 Sugarmill Water and Wastewater/Volusia County UCCNSB 


1998 SunStates Utilities, Inc. Owner 


1998 Town of Hope Mills/FPWC, NC Town 


1998 River Hills, SC County 


1998 Town of Palm Beach Town 


1998 K.W. Utilities, Inc. Buyer 


1998 Orange Grove Utility Company, MS 


(Condemnation) 


Owner 


1998 Garden Grove Water Company City 


1998 Sanlando Utilities, Inc. County 


1997 Golden Ocala Water and Wastewater System County 


1997 Holiday Heights, Daetwyller Shores, Conway, 


Westmont 


County 
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Year Project Party Represented 


1997 University Shores County 


1997 Sunshine Utilities County 


1997 Bradfield Farms Utility, NC Owner 


1997 Palmetto Utility Corporation Owner 


1997 A.P. Utilities County 


1997 Village of Royal Palm Beach Village 


1997 Jasmine Lake Utilities Corporation Lender 


1997 Arizona (confidential) Owner 


1997 Village Water Ltd., FL Owner 


1997 N.C. System – CMUD (3 systems) Owner 


1997 Courtyards of Broward City 


1997 Miami Springs City 


1997 Widefield Homes Water Company, CO Company 


1997 Peoples Water System ECUA 


1997 Quail Meadows, GA County 


1997 Rolling Green, GA County 


1996 Keystone Heights City 


1996 Buchannan Owner 


1996 Keystone Club Estates City 


1996 Lakeview Villas City 


1996 Geneva Lakes City 


1996 Postmaster Village City 


1996 Landen Sewer System, CMUD, NC Company 


1996 Citizens Utilities, AZ City 


1996 Widefield Water and Sanitation, CO District 


1996 Consolidation Program Game Plan County 


1996 Marion Oaks County 


1996 Marco Shores Company 


1996 Marco Island Company 


1996 Cayuga Water System, GA Authority 


1996 Glendale Water System, GA Authority 


1996 Lehigh Acres Water and Wastewater, GA Authority 


1996 Lindrick Services Company Company 


1996 Carolina Blythe Utility, NC City 


1996 Ocean Reef R.O. WTPs NKLUA 


1995 Sanibel Bayous City 


1995 Rotunda West Utilities Investor 


1995 Palm Coast Utility Corporation ITT 


1995 Sunshine State Parkway Company 


1995 Orange Grove Utilities, Inc., Gulfport, MS 


(Condemnation) 


Company 


1995 Georgia Utilities, Peachtree, GA City 


1995 Beacon Hills Utilities Company 


1995 Woodmere Utilities Company 


1995 Springhill Utilities Company 


1995 Okeechobee Utility Authority OUA 


1995 Okeechobee Beach Water Association OUA 


1995 City of Okeechobee OUA 


1995 Mad Hatter Utilities, Inc. Company 


1994 Eastern Regional Water Treatment Plant Owner 


1994 GDU – Port St. Lucie Water and Wastewater 


(Franchise/Condemnation) 


City 


1994 St. Lucie County Utilities City 


1994 Marco Island/Marco Shores Sun Bank 


1994 Heater of Seabrook, SC (Condemnation) Company 
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Year Project Party Represented 


1994 Placid Lake Utilities, Inc. Company 


1994 Ocean Reef Club Solid Waste System ORCA 


1994 Ocean Reef Club Wastewater System ORCA 


1994 South Bay Utilities, Inc. Company 


1994 Kensington Park Utilities, Inc. Company 


1993 River Park Water System SSU/Allete 


1993 Taylor Woodrow, Sarasota Cnty (Condemnation) Taylor Woodrow 


1993 Atlantic Utilities, Sarasota Cnty (Condemnation) Company 


1993 Alafaya Utilities, Inc. Bank 


1993 Anden Group Wastewater System, PA Company 


1993 West Charlotte Utilities, Inc. District 


1993 Rolling Oaks (SW) Owner 


1993 Sanlando Utilities, Inc. Investor 


1993 Venice Gardens Utilities Company 


1992 Myakka Utilities, Inc. City 


1992 Kingsley Service Company County 


1992 Mid Clay Utilities, Inc. County 


1992 Clay Utilities, Inc. County 


1992 RUD#1 (4 systems review) Meadowoods/ 


Kensington Park 


1992 Uddo Landfill (SW) (Condemnation) Owner 


1992 Martin Downs Utilities, Inc. County 


1992 Fox Run Utility System County 


1992 Leilani Heights County 


1992 River Park Water and Sewer SSU/Allete 


1992 Central Florida Research Park Bank of America 


1992 Rolling Oaks Utility Investor 


1992 City of Palm Bay Utilities PBUC 


1992 North Port – GDU Water and Sewer 


(Franchise/Condemnation) 


City 


1992 Palm Bay – GDU Water and Sewer 


(Franchise/Condemnation) 


City 


1992 Sebastian – GDU Water and Sewer City 


1991 Sanibel – Sanibel Sewer System, Ltd. City 


1991 St. Augustine Shores, St. Johns County 


(Condemnation) 


SSU/Allete 


1991 Remington Forest, St. Johns County SSU/Allete 


1991 Palm Valley, St. Johns County SSU/Allete 


1991 Valrico Hills, Hillsborough County SSU/Allete 


1991 Hershel Heights, Hillsborough County SSU/Allete 


1991 Seaboard Utilities, Hillsborough County UFUC 


1991 Federal Bankruptcy – Lehigh Acres Topeka/Allete 


1991 Meadowoods Utilities, Regional Utility District #1 Investor 


1991 Kensington Park Utilities, Reg. Utility District #1 Investor 


1991 Industrial Park, Orange City City 


1991 Country Village, Orange City City 


1991 John Know Village, Orange City City 


1991 Land O’Lakes, Orange City City 


1990 Orange-Osceola Utilities, Osceola County County 


1990 Morningside East and West, Osceola County County 


1990 Magnolia Valley Services, Inc., New Port Richey City 


1990 West Lakeland Industrial, City of Lakeland City 


1990 Highlands County Landfill (Condemnation) Owner 


1990 Venice Gardens Utilities, Sarasota County SSU/Allete 


1990 South Hutchinson Services, St. Lucie County SHS 


1990 Indian River Utilities, Inc. City 







Gerald C. Hartman, PE, BCEE, ASA | 9  


 


Year Project Party Represented 
1990 Coraci Landfill (SW) (Condemnation) Owner 


1990 Terra Mar Utility Company City 


1989 Seminole Utility Company, Winter Springs Topeka/Allete 


1989 North Hutchinson Svcs., Inc., St. Lucie County NHS 


1989 Sugarmill Utility Company UCCNSB 


1989 Ocean Reef Club, Inc., ORCA Company 


1989 Prima Vista Utility Company, City of Ocoee PVUC 


1989 Deltona Utilities, Volusia County SSU 


1989 Poinciana Utilities, Inc., Jack Parker Corporation JPC 


1989 Julington Creek Investor 


1989 Silver Springs Shores Bank 


1988 Eastside Water Company, Hillsborough County County 


1988 Twin County Utilities Company 


1988 Burnt Store Utilities Company 


1988 Deep Creek Utilities Company 


1988 North Beach Water Co., Indian River County NBWC 


1988 Bent Pine Utility Company, Indian River County BPUC 


1988 Country Club Village, SSU CCV 


1987 Sugarmill Utility Co., Florida Land Corporation FLC 


1987 N. Orlando Water & Sewer Co., Winter Springs NOWSCO 


1987 Osceola Services Company, FCS (nfp) OSC 


1987 Orange City Water Company, Orange City City 


1987 West Volusia Utility Company, Orange City City 


1987 Seacoast Utilities, Inc., Florida Land Corporation FLC 


1987 Utilities Commission, City of New Smyrna Beach 


(partial SA/Assets) (Electric) 


Commission 


 


and numerous other utility valuations in the 1976-1987 period. 
 


Utility Management Consulting 


Mr. Hartman has been involved in utility transfers from public, not-for-profit, district, 


investor-owned, and other entities to cities, counties, not-for-profit corporations, 


districts, and private investors. He has been involved in staffing, budget preparation, 


asset classification, form and standards preparation, utility policies and procedures 


manuals/training, customer development programs, standard customer agreements, 


capacity sales, and other programs. Mr. Hartman has been involved in over 100 


interlocal agreements with respect to service area, capacity, service, emergency 


interconnects, back-up or other interconnects, rates, charges, service conditions, 


ownership, bonding and other matters. 


Additionally, Mr. Hartman has assisted in the formation of newly certificated utilities, 


newly created utility departments for cities and counties, new regional water supply 


authorities, new district utilities, and other utility formations. Mr. Hartman has 


assisted in utility reserve areas for the Cities of Haines City, Sanibel, Lakeland, St. 


Cloud, Winter Haven, Bartow, Palm Bay, Orange City, and many others. He has 


participated in the certification of many utilities such as ECFS, Malabar Woods, B&C 


Water Resources, Inc., Farmton Water Resources, Inc. and many others; and 


certification disputes such as Windstream, Intercoastal Dulay Utilities, FWSC/ITT, and 


others and served as service area certification staff of the regulatory for St. Johns 


County; i.e., Intercoastal, etc.; as service area transfer/certification staff of the 


regulatory for Flagler County; i.e., Palm Coast to FWSC. He has served as a local 


County regulatory staff professional in Collier, 
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Citrus, Hernando, Flagler and St. Johns Counties, as well as elsewhere. Mr. Hartman 


also provided technical assistance to many utility service area agreements such as 


Winter Haven/Lake Wales/Haines City, etc. and North Miami Beach – MDWASD and 


others. For over 30 years, Mr. Hartman has been a professional assisting in the 


resolution of utility issues. 


Utility Finance, Rates, Fees and Charges 


Mr. Hartman has been involved in hundreds of capital charge, impact fee, and 


installation charge studies involving water, wastewater, stormwater, solid waste, gas 


and electric service for various entities and at the rate regulatory commissions. He 


also has participated in hundreds of user rate adjustment reports. Since 1976, Mr. 


Hartman assisted in the development of over 50 revenue bond issues, 20 short-term 


bank loan systems, 2 general obligation bonds, 26 grant/loan programs, 10 capacity 


sale programs, and 20 privatization programs. He has been involved in over 


hundreds of utility acquisition/utility appraisals for acquisition, and is a qualified 


expert witness with regard to utility rates and charges, and utility negotiation, 


arbitration and condemnation cases. A few of his rate, charge and bond projects 


include: 


+ City of Dunnellon Impact Fee Case 2013 


+ Bay County Revenue Bond Issue Series 2014 


+ City of Fernandina Beach, Impact Fee Case and Bond Issue 


City of Fernandina Beach, Revenue Bond Issue, 2013 


 


+ City of North Miami Beach Water and Wastewater Rate, Fee and Charge 


Study, 2013 


 


+  City of North Miami Beach $65 Million Water Revenue Bond Issue, 2012 


 
+  DeKalb County Revenue Bond Issue $373 Million Services 2011 


+  Polk City Services 2010 - $10 Million Revenue Bond Issue 


+  Bay Laurel Services 2011 - $45 Million Revenue Bond Issue 


+ Bay County Water Rate, Charge and Fee Study, Wholesale and Retail, 


2013 


+  Bay County Wastewater Rate, Charge and Fee Study, AWT and Retail, + 


2013 


+ Bucks County – City of Philadelphia Wholesale Utility Services Analysis, 


2011 


+  Timber Creek FPSC Utility Rates and Charges, 2011 and 2012 


+  Polk City Water and Wastewater Rate, Fee and Charge Study, 2010 


+  Lake Worth Wholesale Charges Analysis for 7 entities, 2012 


+  THISCD Water and Wastewater Rate, Fee and Charge Study, 2012 


+ City of Ft. Meade Water and Wastewater Rate, Fee and Charge Study, 


2013 


+  City of Ft. Meade Stormwater Rate Study, 2012 


+  City of Ft. Myers Beach Water/Wastewater Rate, Fee and Charge Study, 


2013 


+  Dunnellon Rate and Surcharge Review, 2012/2013 


+  Bay Laurel Center Community Development District – Water, 


Wastewater and Reclaimed Water Rate Study, Line Charge Study, and 
Miscellaneous Charge Study, 2010 


+  Skyland Utilities, LLC – FPSC, 2009 
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+  Bluefield Utilities, LLC – FPSC, 2009 


+  Grove Land Utilities, LLC – FPSC, 2009 


+ Tindall Hammock Irrigation and Soil Conservation District – 


Water and Wastewater Rate and Charge Study, 2008 


+  Bay County – Wholesale Rate Study and Impact Fee Study – 2007 


+  Flagler County – Impact Fee Analysis, 2005 


+  Flagler County – Base Facility Charge Analysis, 2005 


+  Marion County – Silver Springs Regional – Water/Wastewater + 


Revenue Sufficiency, 2004 


+  Beverly Beach – Water and Wastewater System, 2004 


+ Village of Bald Head Island – Water and Wastewater Rate Sufficiency, 


2004 


+  Farmton Water Resources, Inc. – FPSC, 2004 


+  B&W Water Resources, Inc. – FPSC, 2004 


+  Marion County – Stonecrest, Marion Oaks, Spruce Creek, Salt Springs, 


+  South Forty, Smyral Villas – Rate Integration/Phasing Program, 2003 


+  City of North Miami Beach – Water and Wastewater Adjustment, 2003 


+  City of Fernandina Beach – Water and Wastewater Rate Study, 2002 


+  St. Johns County – St. Johns Water Co. Rates, 2003 


+  St. Johns County – Intercoastal Rates, 2001 


+  Nashua, NH – Pennichuck Water Co., 2002 


+  City of Deltona – Water and Wastewater, 2002 


+  Town of Lauderdale By-The-Sea, 2001 


+  FCURA – Palm Coast Rates, Certification, 2000 


+ Marion County – Pine Run, Oak Run, A.P. Utilities – Rate Integration, 


2000 


+  City of North Miami Beach – Revenue Sufficiency Analysis, 2000 


+  North Key Largo Utility Authority, 2000 


+  Port St. Lucie – St. Lucie West – CDD, 1999 


+  Hanover County – Water and Wastewater, 1999 


+   UCCNSB/Sugarmill, 1999 


+  Town of Hope Mills, 1998 


+  Town of Palm Beach, 1998 


+  City of Winter Haven, 1998 


+  Palmetto Resources, Inc. – Raw Water, Reuse, Water, and Wastewater, 


1997 


+  City of Miami Springs – Analysis, 1997 


+  Widefield – Water and Wastewater, 1997 


+  Bullhead City – Wastewater, 1996 


+  Marion County, 1996 


+ Utilities Commission, City of New Smyrna Beach – Water/Wastewater 


Rate Study, 1995 


+ Okeechobee Utility Authority - Rate and charge study, 1995 


+ Southern States - Statewide rate case, 1995 
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+ Lee County - Rates and charges, 1995 


+ Venice - Reuse rate study, 1994 


+  Utilities Commission, City of New Smyrna Beach - Capital charge study, 


1996 


+ Port St. Lucie - Water, gas and wastewater rates, 1994 


+ Port St. Lucie - Capital charge study, 1995 


+ Bullhead City - Assessment study, 1996 


+ Englewood - Assessment study, 1996 


+ Sanibel - Capacity sale study, 1995 


+ City of New Port Richey - Rate and charge study, 1995 


+  Acme Improv. District, Wellington, Florida - Water/Wastewater studies, 


1994 


+  Charlotte County, Florida - Water/wastewater studies; Rotunda 


West rate case, 1993 


+ Clay County, Florida - Water/wastewater studies, 1992 


+ City of Deerfield Beach, Florida - Water/wastewater studies, 1992 


+ City of Dunedin, Florida - Water/wastewater studies, 1991 


+ Englewood Water District, Florida - Water/wastewater studies, 1993 


+ City of Green Cove Springs, Florida - Water/wastewater studies, 1991 


+ Hernando County, Florida - Water/wastewater studies, 1992 


+ City of Lakeland, Florida - Water studies, 1976-89 


+ Martin County, Florida - Water/wastewater studies, 1993 


+  City of Naples, Florida - Water/wastewater and solid waste studies, 


1992/94 


+ City of New Port Richey, Florida - Water/wastewater studies, 1994 


+ City of North Port, Florida - Water/wastewater studies, 1992 


+ City of Orange City, Florida - Water/wastewater studies, 1985-94 


+ City of Palm Bay, Florida - Water/wastewater studies, 1985-94 


+ City of Panama City Beach, Florida - Water/wastewater studies, 1993 


+ City of Sanibel, Florida - Water and reuse studies, 1988-94 


+  Southern  States  Utilities  Inc.,  Florida  -  Water/wastewater 


studies and statewide rate cases, 1991/93 


+ City of Tamarac, Florida - Water/wastewater studies, 1993 


+ Utilities  Commission,  City  of  New  Smyrna  Beach,  Florida  -  + 


Water/wastewater and reuse studies, 1992/94 


+ Volusia County, Florida - Solid waste studies, 1989 


+  City of West Palm Beach, Florida - Water/wastewater/reuse studies, 


1993/94 


+ City of Sebastian, Florida - Water/wastewater studies, 1993 


+ City of Tarpon Springs, Florida - Water/wastewater studies, 1994 


+  City of Miami Springs, Florida - Water/wastewater/solid waste studies, 


1994 


+ City of Edgewater, Florida - Water/wastewater/solid waste studies, 1987- 


90 


+ City of Venice, Florida - Reuse studies, 1994 


+ City of Port St. Lucie - Water/wastewater studies, 1994 
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+ Ocean Reef Club, Monroe County, Florida - Wastewater studies, 1994 


+ Placid Lakes Utilities Inc., Florida - Water/wastewater studies, 1994 


+ Old Overtown-Liberty Park, Birmingham, Alabama - Wastewater studies, 


1994 


+ Bullhead City, Arizona - Wastewater studies, 1994 


+  Lehigh  Utilities  Inc.,  Lee  County, Florida  -  Florida  Public  Service 


Commission rate cases for water, wastewater and reuse, 1993 


+ Marco Island and Marco Shores Utilities Inc., Collier County, Florida - + 


Florida Public Service Commission rate cases for water, wastewater and 
reuse, 1993 


+ Venice Gardens Utilities Inc., Sarasota County, Florida - Rate cases for 


water, wastewater and reuse, 1989/91/93 


+ Mid-Clay   and   Clay   Utilities   Inc.,   Clay   County,   Florida   - 


Water/wastewater studies, 1993 


Several expert witness assignments including Palm Bay vs. Melbourne; Tequesta vs. 


Jupiter; Town of Palm Beach vs. City of West Palm Beach; City of Sunrise vs. Davie; 


Kissimmee vs. Complete Interiors; and others. 


Economic Evaluations/Credit Worthiness Analyses 


Credit Worthiness Analysis for Drinking Water State Revolving Fund (1999) – 


Florida Department of Environmental Regulation 


Credit Rating Reviews (1980-2000) – for numerous investor-owned utilities; many city-


owned utilities (Winter Haven, Port St. Lucie, Miramar, Tamarac, Palm Bay, North Port, 


etc.); many county-owned utilities; several not-for-profit utilities; and utility authorities 


(OUA, etc.) 


 
Financial Feasibility and Engineer’s Revenue Bond Reports (1980-2000) – for over 


$2 billion of water and/or wastewater bonds for some fifty (50) entities in the Southeast 


United States including Clay, Lee, Hernando, Martin, and other counties; Lakeland, West 


Palm Beach, Miramar, Tamarac, Panama City Beach, Winter Haven, Naples, North Port, 


Palm Bay, Port St. Lucie, New Port Richey, Clermont, Orange City, Deerfield Beach, 


Sanibel, City of Peachtree City, Widefield, and many other cities; Lee County Industrial 


Development Authority, Englewood Water District, and other utilities. 


Privatization Procurement and Analysis for many water and wastewater systems 


including Sanibel, Town of Palm Beach, Temple Terrace, Palm Bay, Widefield, Bullhead 


City and sever others. 


Service Areas and Negotiations 


Mr. Hartman has participated in over thirty-five (35) service area formations,  Chapter 25 


F.S. certifications, Chapter 180.02 reserve areas, authority creations,  and interlocal 


service area agreements including Lakeland, Haines City, Bartow, Winter Haven, Sanibel, 


St. Cloud, Palm Bay, SBWA, ECFS, MWUC, Edgewater, Orange City, UCCNSB, Port St. 


Lucie, Martin County, OUA, NKLUA, DDUA, and many others. Mr. Hartman has been a 


primary negotiator for interlocal service agreements regarding capacity, joint-use, bulk 


service, retail service, contract operations and  


many others for entities such as the Town of Palm Beach, Miramar, Lauderdale-By- The-


Sea, North Miami Beach, Collier County, Marion County, St. Johns County, JEA 


and many others. 
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Expert Testimony 


+ Mr. Hartman has been accepted in various Circuit Courts, Florida Division of 


Administrative Hearings, Florida Public Service Commission, arbitration, and quasi- judicial 


hearings conducted by cities and counties, as a technical expert witness in the areas of 


electric systems, solid waste systems, stormwater systems, gas systems, wastewater 


systems and/or biosolids facilities, water supply, facility planning, water resources, water 


treatment, water quality engineering, water system design and construction, wastewater 


collection, wastewater transmission, wastewater treatment, effluent/reclaimed water use, 


sludge processing and disposal, costing, damages, rates/charges, service and service 


areas, and utility systems valuation and utility systems valuation. Recently, Mr. Hartman 


has been an expert witness on utility condemnation, utility arbitration, water rates and use 


permitting DOAH case, utility rate setting DOAH case, service area and utility service civil 


case, City of Atlanta Water Treatment Plant Construction, City of Milwaukee 


Cryptosporidium, Jupiter vs. Tequesta Water Contract Services, Winter Park electric, 


Okeelanta/Osceola Power Plants, UCCNSB and many other condemnation cases. Mr. 


Hartman has been an expert witness in permitting and regulatory cases. 


 


 


Mr. Hartman has given oral testimony on some 200 occasions over the past 38 years. 


He has assisted in the resolution of a similar number of matters without formal 


testimony. 
 
 


 


Publications / Presentations 


Papers/Presentations (Since 1994) 


2014 Hartman, G.C. and T.L. Hollis “Utility Optimization and Ownership 


Considerations”, Indiana Section AWWA February 12-13, 2014. 


2013 Hartman, G.C. “Stormwater Reuse/Water Harvesting”, Fl. Water & 


Environment Association, January 24, 2013. 


2012 Hartman G.C., T.L. Hollis “Optimization of Utility Performance”, Florida-


CFOA. 


2007 Hartman, G.C. and Wanielista, M. P. “Stormwater Reuse: The Utility 


Business Practice.” 9th Biennial Conference on Stormwater Research & 


Watershed Management. May 2, 2007. 


2005 Wanielista, Marty and G.C. Hartman, “Regional Stormwater Facilities”, 


Stormwater Management for Highways Transportation Research Board TRB 


AFB60, July 12, 2005. 


2004 Hartman, G.C., D. Cooper, N. Eckloff and R. Anderson, “Water,” The Bond 


Buyer’s Sixth Southeast Public Finance Conference, February 23, 2004. 


2003 Hartman, G.C., “Utility Valuation,” Wake Forest University Law School 


Seminar Series, February 6-8, 2003. 


2003 Hartman, G.C., H.E. Schmidt, Jr. and M.S. Davis, “Biosolids Application in 


Rural DeSoto County, Florida,” WEF/AWWA/CWEA Joint Residuals and 


Biosolids Management Conference, February 19-22,2003. 


2003 Hartman, G.C. and Dr. M. Wanielista, “Irrigation Quality Water – Examples 


and Design Considerations,” ASCE Conference, April 4, 2003. 
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2003 Hartman, G.C., M.A. Rynning and V. Hargray, “Assessing the Water 


Demands of Commercial Customer,” WEF Volume 6, No. 4, July/August 


2003 – Utility Executive. 


2002 Hartman, G.C., M. Sloan, N.J. Gassman, and D.M. Lee, “Developing a 


Framework to Balance Needs for Consumptive Use and Natural Systems with 


Water Resources Availability,” WEF Watershed 2002 Specialty Conference, 


February 23-27, 2002. 


2000 Hartman, G.C., M.A. Rynning, and V. Hargray, “Assessment of 


Commercial Customer Water Impacts,” AWWA 2000. 


1999 Hartman, G.C. contributing author, Chapter 14B, Nichols on Eminent 


Domain, RCNLD Valuation of Public Utilities, March 1999 Edition, Release 


No. 48. 


1998 Hartman, G.C., “In-House, Outsourcing and the Not-for-Profit Utilities 


Option,” Florida Government Finance Officers Association (FGFOA) 


Conference, March 27, 1998. 


1998 Hartman, G.C. and D.P. Dufresne, “Understanding Groundwater Mounds 


– A Key to Successful Design, Operation and Maintenance of Rapid 


Infiltration Basins,” April 4-7, 1998, FWWA/WET/FPCOA Joint Meeting. 


1998 Hartman, G.C. and Seth Lehman, “Financing Water Utilities – Acquisition and 


Privatization Projects,” AWWA Annual Conference, June 24, 1998. 


 


1997 Hartman, G.C., Seth Lehman, “Financing Utility Acquisitions,” 


AWWA/WEF Joint Management Conference, February 1997. 


1997 Hartman, G.C., B.V. Breedlove, “Water: Where It Comes From and 


Where It Goes,” FRT & G/FDEP Conference, September 1997. 
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1997 Hartman, G.C., W.D. Wagner, T.A. Cloud, and R.C. Copeland, 


“Outsourcing Programs in Seminole County,” AWWA/WEF/FPCOA 


Conference, November 1997. 


1997 Hartman, G.C., M.B. Alvarez, J.R. Voorhees, and G.L. Basham, “Using Color as 


an Indicator to Comply with the Proposed D/DBP Rule,” AWWA, Water Quality 


Technology Conference, November 1997. 


1996 Hartman, G.C., M.A. Rynning, and R.A. Terrero, “5-Year Reserve 


Capacity – Can Customers Afford the Cost?” FSASCE Annual Meeting, 


1996. 


1996 Hartman, G.C., T.A. Cloud, and M.B. Alvarez, “Innovations in Water and 


Wastewater Technology,” Florida Quality Cities, August 1996. 


1995 Hartman, G.C. and R.C. Copeland, “Utility Acquisitions – Practices, 


Pitfalls and Management,” AWWA Annual Conference, 1995. 


1995 HHHartman, G.C., “Safe Drinking Water Act,” and “Stormwater Utilities,” FLC 


Annual Meeting, 1995. 


1994 Hartman, G.C. and R.J. Ori, “Water and Wastewater Utility Acquisition,” 


AWWA National Management Specialty Conference, 1994. 
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Books 
 


 


 


Hartman, G.C., Utility Management and Finance, (presently under contractual 


preparation with Lewis Publishing Company/CRC Press). 


Vesilind, P.A., Hartman, G.C., Skene, E.T., Sludge Management and Disposal 


for the Practicing Engineer; Lewis Publishers, Inc.; Chelsea, Michigan; 1986, 


1988, 1991 







An Appraisal Report Key West Resort Utilities, Stock Island, FL


PROFESSIONAL QUALIFICATIONS


JAMES E. WILSON, III, MRICS


James E. Wilson has been a resident of South Florida since 1976. His education includes a Bachelor of


Science in Business Administration with a Major in Economics from the University of Florida, 1987-1991.


His experience in the real estate industry began in early 1992 as a residential real estate appraiser in


Pompano Beach, Florida. He appraised a wide variety of single and multi-family residential properties in


Dade, Broward, and Palm Beach counties over a two-year period. In the search of advancement and


challenge, James Wilson moved to the City of Key West, Monroe County, Florida in order to obtain


experience and practice commercial real estate appraisal valuation techniques in a demanding and somewhat unique market area. Over the


past 22 years James has been exposed to a wide-range of appraisal projects, including highest and best use studies, complex property


appraisals, and wetland and environmentally sensitive valuations including transferrable development rights. His appraisal experience


includes financial and investment analysis, appraisal review, feasibility and planning analysis, as well as market research and analysis.


James Wilson is a State Certified General Real Estate Appraiser (licensed to perform residential and commercial appraisals) and a General


Associate Member of the Appraisal Institute. He is a member of RICS (Royal Institution of Chartered Surveyors), which is an international


member organization for professionals in property, land, real estate, construction and related environmental issues. Jim is past President


of the Key West Gator Club, 2013/2014 President of the Sunset Key West Rotary Club, member of Class VII Leadership Monroe, 2012


President of the Key West Chamber of Commerce, and has been elected to continue to serve on the Board of Directors of the Key West


Chamber of Commerce. Jim is still an active member on the Board of Directors for the Key West Chamber of Commerce.


Education: SOUTH BROWARD HIGH SCHOOL, Hollywood, FL, 1987.


UNIVERSITY OF FLORIDA, Gainesville, Florida - Bachelor of Science in Business Administration - Major


in Economics, 1987-1991.


APPRAISAL INSTITUTE


Appraisal Reporting of Complex Residential Properties, October, 1993.


Persuasive Style in Narrative Appraisal Reports, May, 1994.


ACE 1779 - “Special Purpose Properties - The Challenge of Real Estate Appraising in Limited Markets”,


September, 1996.


410 Standards of Professional Practice, Part A (USPAP), 8/97.


420 Standards of Professional Practice, Part B, August, 1997.


520 Highest & Best Use and Market Analysis, October, 1997.


Non-Conforming Uses Seminar, January, 1998.


510 Advanced Income Capitalization, May, 1998.


530 Advanced Sales Comparison & Cost Approach, May, 1998.


540 Report Writing & Valuation Analysis, August, 1998.


550 Advanced Applications, February, 1999.


Regression Analysis in Appraisal Practice: Concepts & Applications, Seminar, March, 2000.


General Demonstration Appraisal Report Writing Seminar, March, 2000.


800 Separating Personal & Real Property from Intangible Business Assets, March, 2002.


Successful Completion of the General Comprehensive Examination for the Appraisal Institute


Uniform Appraisal Standards for Federal Land Requisitions, March, 2007


General Demonstration Appraisal Report Writing Seminar, August, 2007


Valuation of Conservation Easements, January, 2008.


Appraising Distressed Commercial Real Estate, June, 2009


Oil Spills and Property Values, Webinar, August, 2010


Business Practices and Ethics, September, 2010


A Debate of the Allocation of Hotel Total Assets, October 26, 2010


Appraisal Institute Update, May 19, 2011


Appraisal Curriculum Overview (2-day General) May, 2011
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Professional Qualifications of James E. Wilson, III (Continued)


APPRAISAL INSTITUTE
Perspectives from Commercial Review Appraisers, July 20, 2011


Fundamentals of Separating Real Property, Personal Property, and Intangible Business Assets, 05/07/2012 -


05/08/2012


Purchase Price Allocations for Financial Report and Tax, April 16, 2014


Behind the Headlines, the New Real Estate Real Estate Economy, May 16, 2014


GOLD COAST SCHOOL OF REAL ESTATE
Real Estate Principles, Practices, and Law - FREC Course I, May, 1992.
Salesman Post-License Program, February, 1994.
Mortgage Broker, Exam-Prep Program, September, 1992.
AB I - Appraisal Board - Fundamentals of R.E. Appraising, 5/92.
AB II - Appr. Board - Appraising Resid. & Income Properties, 2/94.
AB IIb - Appraisal Board - Cert. Resid. Appraisal Course, 7/94.
AB III - Appraisal Board - Certified General Appraisal Course (Income Capitalization Course), February, 1995.
USPAP - Uniform Standards of Professional Appraisal Practice, 6/92.
USPAP Course, September, 1995.
A-102 - Plan Reading for Appraisers, September, 1995.
National USPAP Update Course, June 2006
Techniques of Income Property Appraisal, June 2006


McKISSOCK DATA SYSTEMS
Automated Valuation Models, October, 2000.
Uniform Standards of Professional Appraisal Practice, October,2000.
Factory Built Housing, October, 2000.
Appraiser Liability, September, 2002.
Appraising Nonconforming & Difficult Properties, September,2002.
Appraiser Liability, USPAP, September, 2002.
Appraising for the Secondary Market, October, 2004.
Appraising High-Value Residential Properties, October, 2004.
Florida Laws and Regulations, October, 2004.
Limited Appraisals and the Scope of Work Decision, October, 2004.
National USPAP Equivalent, October, 2004.
Florida Laws and Regulations, September 2006.
Disclosures and Disclaimer, September, 2006.
Appraisal Trends, September 2006.
National USPAP Update Equivalent(2008-2009), November, 2008.
Introduction to Expert Witness Testimony, November 2008.
Mortgage Fraud-Protect Yourself, November, 2008.
Florida Appraisal Supervisor-Trainee Roles and Relationships, November, 2008.
Florida Laws and Regulations, November, 2008.
National USPAP Update Equivalent (2010-2011), August, 2010.
Risky Business: Ways to Minimize Liability, August, 2010.
Florida Laws and Regulations, August 2010.
Florida Apprisal Supervisor-Trainee Roles and Relationships, August, 2010.
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Professional Qualifications of James E. Wilson, III (Continued)
The Changing World of FHA Appraising, August, 2010.
Systems Built Housing: Advances in Housing for the New Millennium, October, 2012
Deriving and Supporting Adjustments, October, 2012
Introduction to Regression Analysis for Appraisers, October, 2012
Introduction to Residential Green Building for Appraisers, October, 2012
Florida Appraisal Laws and Regulations Update
National USPAP Update Equivalent (2012-2013), October, 2012
UAD-Up Close and Personal, November, 2014
Expert Witness Testimony: To Do or Not to Do, November, 2014
Analyze This! Applications of Appraisal Analysis, November, 2014
Florida Appraisal Laws and Regulations Update
Reviewers Checklist , November, 2014
National USPAP Update Equivalent (2014-2015) , November, 2014


VALUE INFORMATION TECHNOLOGY, INC.
"Perspectives on Appraisals" FREAB Course ACE#1591, June, 1995.


NORTH BROWARD BOARD OF REALTORS
ACE 591 - Basics of Construction - How a Florida Home is Built II, January, 1994.


Certification: State certified general real estate appraiser, as designated by the Department of Professional Regulation, State
of Florida; Registration No. RZ 2164.


Licensed Real Estate Salesperson, as designated by the Department of Professional Regulation, State of Florida;
License No. SL 0589552 (currently inactive).


Professional
Associations: Key West Board of Realtors


General Associate Member of the Appraisal Institute
Member of RICS (Royal Institute of Chartered Surveyors), October, 2010 Member#1299389


Affiliations: Past President of the Key West Gator Club (Alumni Organization of the University of Florida
Member of Class VIII, Leadership Monroe County
Board Member of the Rotary Club of Sunset Key West, 2013/2014 President, 2009 Treasurer, 2010 Vice
President, 2011 President-Elect,2012 President Board of Directors of the Key West Chamber of Commerce,
Current Board Member


Experience: WILCO VALUATIONS, P.A. d/b/a APPRAISAL COMPANY OF KEY WEST, James Wilson, President and
his wife, Maria Virginia Wilson, also a State Certified General Real Estate Appraiser purchased the Appraisal
Company of Key West from Mr. Richard Padron in April, 2004. Mr. Padron has continued to be a Fee
Commercial Real Estate Appraiser with the Appraisal Company of Key West, which has ensured continuity and
quality control.


APPRAISAL COMPANY OF KEY WEST, INC., Fee Commercial Real Estate Appraiser, April, 1994 to April,
2004.


F.C.P. APPRAISAL SERVICES, INC., Senior Real Estate Appraiser and Trainer, May, 1992 to April, 1994.
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Appraised various types of properties in the Florida Keys, including:


Retail Stores Commercial/Residential Condominiums
Restaurants Full-Service Marinas/Boat Yards
Strip Centers Environmentally Sensitive Acreage
Office Buildings Industrial Uses
Mixed-Use Properties Guest Houses /Hotels/Motels
Service Stations Mobile Home and RV Parks
Multi-family Projects Warehouse (including mini-storage)
Proposed Developments Special-Use Properties including Schools
Single-family Estates Seafood Processing Plants


APPRAISER CERTIFICATION
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Tara Hollis, CPA, MBA 
Principal Consultant 
Ms. Hollis specializes in rate and cost of service studies, feasibility and financial reports, 
and debt structuring analysis  for the  issuance of utility  indebtedness  for major capital 
improvement programs. She has an extensive range of experience  in financial analysis 
including  budget  analyses,  customer  and  usage  analyses,  development  of  revenue 
requirements,  cost  of  service  allocations,  and  sensitivity  analyses  related  to  the 
implementation  of  conservation  efforts.  Included  in  these  broad  areas  of  financial 
analyses are detailed analyses pertaining to the sufficient recovery of revenue such as 
utility rates and rate design alternatives, the determination of specialized user fees and 
charges, service availability and impact fees, and various miscellaneous service charges. 


Ms. Hollis has extensive experience related to reviewing and analyzing compliance with 
bond  covenant  requirements  and  contractual  obligations.  She  has  assisted  in  the 
development of numerous bond documents  including engineering  reports and official 
statements  for  the  issuance  of  municipal  debt  instruments.  Ms.  Hollis  creates 
computerized  dynamic  spreadsheet  models  for  use  in  valuing  and  analyzing  future 
sales, profitability, and financial performance ratios of utility systems and to determine 
fund needs for capital expansion programs. 


Ms. Hollis has been a principal  investigator  in water, wastewater, and electric system 
comparable  sales.    She  has  been  involved  with  the  preparation  of  over  100  utility 
system  valuations  utilizing  the  cost,  income,  and  comparable  sales  approaches.  
Additionally, Ms. Hollis is currently pursuing the Certified Valuation Analyst designation 
from the National Association of Certified Valuators and Analysts. 


Professional Experience   


 Development of extensive  and dynamic  computer models  for water, wastewater 
and reclaimed water rate studies, feasibility studies, forecasts, and valuations. 


 Development of retail and bulk rates;  impact fees; capital funding plans; and user 
rates and charges including the preparation of water, wastewater, reclaimed water, 
and stormwater user rate studies for public utilities.  


 Water conservation rate analysis, structuring, and enactment.  
 Miscellaneous service charges for a variety of customer request services  including 


customer deposits, water meter  installation charges, water and wastewater  taps, 
turn‐on charges, and the initiation of service charges.  


 Development  and  analysis  of  the  adequacy  of  wholesale  rates  and  rate 
components for revenue and litigation purposes.  


 Development of presentation workshops and accompanying briefing documents for 
utility  rate  study  and  cost  of  service  clients  to  foster  client  and  audience 
understanding of the analysis conducted.  


 Facilitate  focus  groups  and  stakeholder  coordination  meetings  relative  to  the 
impact of potential rate adjustments on customers. 


 Prepared  Request  for  Inclusion,  Loan  Documents,  Ordinances/Resolutions,  and 
Monthly Pay Applications, Davis‐Bacon Wage requirement audits, etc.  


 Preparation of grant administration paperwork. 
 Development  of  Customer  Accommodation  Programs  for water  and wastewater 


services. 
 Assistance with  litigation, negotiations, and expert witness services.   Served as an 


expert witness in utility rate and financial matters. 
 Preparation of damages reports relating to contract breaches and product failures. 
 Assistance and documentation for revenue and other special forms of tax‐exempt 


bond  financing  including detailed projections and reports  to support  the  issuance 


Education 


Master of Business Administration, 
University of Central Florida  


Bachelor of Science, Business 
Administration, University of Central 
Florida 


Certifications 


C.P.A. Florida, No. AC‐0031100 


Areas of Expertise 


o Business & Financial Analysis 


o Dynamic Computer Modeling 


o Utility Rate and Cost Studies 


o Feasibility and Financial Analysis and 
Reporting 


o Debt Structuring Analyses 


o Expert Witness Testimony and 
Litigation Support 


o Equity Recapture Strategies 


o Utility Optimization Services 


o Utility Regulatory Services 


Affiliations 


o American Water Works Association 


o National Association of Certified 
Valuators and Analysts, Member  


18 Years’ Experience 
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of over $1 billion in long‐term indebtedness. 
 Preparation  of  Bond  Resolutions,  Official  Statement,  Certificates  of  Compliance, 


Additional Bonds Test certificates, and other related documents in support of long‐
term indebtedness.  


 Conducting valuation studies using various techniques including the cost approach, 
income  approach,  and  comparable  sales  approach  for  water,  wastewater,  and 
electric utility  systems, and developing detailed  financial  forecasts and  cash  flow 
models to be used in damages calculations.  


 Preparation of Utility Annual Reports and review of compliance issues as required by 
the Bonds Resolutions.  


 Provided Utility Consulting Professional Services to Florida entities including: 
‐ Apopka, FL  ‐ Bay County, FL  ‐ Bay Laurel Center CDD, FL 
‐ Cape Coral, FL  ‐ Citrus County, FL  ‐ Clermont, FL 
‐ DeLand, FL  ‐ Eustis, FL  ‐ Fellsmere, FL 


  ‐ Fernandina Beach  ‐ Fort Meade, FL  ‐ Fort Myers Beach, FL
  ‐ Fruitland Park, FL  ‐ Hillsborough County, FL  ‐ Indian River Shores, FL 
  ‐ JEA, FL  ‐ Lake Wales, FL  ‐ Marion County, FL 
  ‐ Melbourne, FL  ‐ Mulberry, FL  ‐ Nassau County, FL 
  ‐ North Miami Beach, FL  ‐ Palm Bay, FL  ‐ Polk City, FL   
  ‐ Port St. Lucie, FL  ‐ Sanibel, FL  ‐ Sarasota County, FL
  ‐ Seminole County, FL  ‐ St. Johns County, FL  ‐ Tindall Hammock ISCD, FL 


  ‐ Vero Beach, FL  ‐ Winter Haven, FL   ‐ Winter Park, FL 


Selected Relevant Experience 


 Water,  Wastewater,  and  Reclaimed  Water  Rate  Study;  Miscellaneous  Charge 
Study;  and  Line  Charge  Study  ‐  Bay  Laurel  Center  CDD  –  Ocala,  FL:    Project 
Manager. The main objectives of  this  study were 1)  to develop  rates  that would 
further  promote water  resource  conservation  and  continue  to  provide  revenue 
sufficiency;  2)  to  modify  reclaimed  water  rates;  3)  to  review,  update,  and 
recommend a comprehensive  list of miscellaneous charges; and 4)  to  review and 
update the District’s current water and wastewater line charges.   


 Water,  Wastewater,  and  Reclaimed  Water  Financial  and  Operational 
Optimization Report – Vero Beach, FL:   Project Manager.  Identified and modeled 
optimization  options  including  reviewing  and  recommending  engineering, 
efficiency, cost center, revenue and expense, staffing, funding, and billing options.  
Included benchmarking against industry standards and comparative utilities; Billing 
Frequency  Analysis  on  customer  data;  comparing  alternate  rate  structures;  and 
completing a Readiness‐to‐Serve Charge Study.   


 Water, Wastewater, and Reclaimed Water Systems Valuation – Vero Beach, FL: 
Project Manager.  Prepared a valuation report to determine the approximate value 
of the City’s water, wastewater, and reclaimed water systems.  Valuation included 
a  value  for  the  entire  system  as well  as  a  value  for  two  fractional  components: 
mainland unincorporated areas and within the City limits on both the mainland and 
beach  areas.    The  valuation  services  included  acquiring  historic  background 
information  and  documentation,  performing  field  inspections,  and  asset 
verifications.   Three methodologies were used  in  the  final  report which  included 
the  Cost  Approach,  Income  Approach,  and  Comparable  Sales  Approach.  
Additionally, the report included an analysis of the economic and financial impacts 
to the City and the General Fund as a result of the potential sale of the systems. 


 Wastewater Treatment Program – Mulberry, FL:   Project Manager.  Implemented 
funding strategies and bridge financing alternatives for Wastewater Improvements 
Program.  Prepared  multiple  comparisons  and  utility  rate  financial  explorations. 


T. Hollis, CPA, MBA 
Resume Continued 


 


 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 







 
3


Assisted  in  rate  adjustments  and  revenue  sufficiency  analysis  for  water  and 
wastewater. Obtained 66%  grant  for program  implementation  through  the  State 
Revolving Fund  (SRF). Acted as FDEP  liaison and provided  funding support during 
construction.   


 Consulting  Engineer’s  Report  –  Polk  City,  FL:    Project  Manager.    Created 
rate/optimization  model  which  identified  optimization  options  &  projected 
financial  feasibility  and  sustainability.   Worked  with  staff  to  reduce  costs,  add 
revenue streams, revamp billing practices for more appropriate cost recovery, and 
refinance  outstanding  debts  &  receive  additional  funding  for  upgrading  their 
systems,  bringing  the  City  from  negative  cash  flows  and  near‐dissolution  to  a 
position of financial strength.   


Papers, Publications, and Presentations   


Ms. Hollis has presented project specific information on numerous occasions to various 
groups including City/County Boards, Authorities, Commissions/Councils, etc. regarding 
rates, charges, valuations, bonds and  financing, utility optimizations, etc.    In addition, 
Ms. Hollis has presented the following non‐project specific presentations: 


 Hollis,  Tara  L.,  Parker,  Daryll  B.  “Financial  Forces  Impacting  Utility  Systems”, 
presented  at  the  Growth  and  Infrastructure  Consortium  Annual  Conference, 
Bradenton, FL, November 2014. 


 Hollis,  Tara  L.,  Hartman,  Gerald  C.  “Financial  Forces  Impacting  Small  Utility 
Systems.”  2014 Indiana Section AWWA Conference, February 2014.  


 Hollis,  Tara  L.,  Isaacs,  Tony  W.  “Financial  Sustainability  as  a  Basis  for  Utility 
Management.”   South Carolina Rural Water Association Decision Maker’s Summit 
2011. April 11, 2011. 


 Hartman,  Gerald  C.,  Hollis,  Tara  L.,  Isaacs,  Tony W.  “Discussion  of  Outside  City 
Utility Rate Surcharge.” Special Meeting – Various Municipality Leaders in State of 
Florida  (Hosted by  the City of North Miami Beach and  the City of North Miami).  
October 28, 2008. 
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A P P R A I S A L R E P O R T
A Collaborative, Supplemental Appraisal Report


Property Located At:


Key West Resort Utilities


Main Sewer Treatment Plant (Fee Simple) Plus 25 Sewer Easements


As If Vacant Land Throughout Stock Island, Unincorporated


6630 First Avenue Monroe County & City of Key West


Stock Island, Monroe County, Florida 33040 Florida 33040


Prepared For Inclusion with An Appraisal Report by:


Mr. Gerald Hartman, PE, BCEE, ASA


Hartman Consultants, LLC


2107 Water Key Drive


Windermere, Florida 34786


Client:


Mr. William L. Smith, Jr., Chairman of the Board


Key West Resort Utilities


6630 Front Street


Stock Island, Key West, Florida 33040


Valuation Date:


November 18, 2014


Prepared By


JAMES E. WILSON, MRICS, PRESIDENT


STATE-CERTIFIED GENERAL REAL ESTATE APPRAISER


RZ 2164


APPRAISAL COMPANY OF KEY WEST


3144 Northside Drive, Suite 201


Key West, Florida 33040


OUR FILE NO.: 115-14







December 15, 2014


Mr. Gerald Hartman, PE, BCEE, ASA


Hartman Consultants, LLC


2107 Water Key Drive


Windermere, Florida 34786


Mr. William L. Smith, Jr., Chairman of the Board


Key West Resort Utilities


6630 Front Street


Stock Island, Key West, Florida 33040


Re: Collaborative , Supplemental Appraisal Report of:


Key West Resort Utilities


Main Sewer Treatment Plant (Fee Simple) Plus 25 Sewer Utility Easements


As If Vacant Land Throughout Stock Island, Unincorporated


6630 First Avenue Monroe County & City of Key West


Stock Island, Monroe County, Florida 33040 Florida 33040


Our File No.: 115-14


Dear Mr. Hartman:


Per your request, I performed an appraisal report and estimate of the Fair Market Value of the Fee


Simple Interest of the Subject Property Land (As If Vacant) of the Main Sewer Treatment Plant for Key


West Resort Utilities, as of November 18, 2014. Furthermore, I have rendered my estimate of the Fair


Market Value of the 21 sewer easements (land only) also owned by Key West Resort Utilities


Corporation. Finally, I have reported my opinion of the Fair Market Value of the Leasehold Interest in


the subject’s four sewer easements throughout the Key West Golf Course. There is a long-term master


land lease encumbering the golf course; thus, these easements would be part of the leasehold interest.


This multi-parcel appraisal report is a supplement to the overall valuation of the tangible and intangible


assets of the Key Haven Resort Utilities Corporation as prepared by Hartman Consultants, LLC.







Mr. William L. Smith, Jr., Chairman of the Board
Key West Resort Utilities
December 15, 2014
Page No. 2


The subject property of this report is the owned vacant land and utility easements, which encompass Key


West Resort Utilities Corporation, which is a privately owned utility company that provides wastewater


service to the Key of Stock Island, Monroe County, Florida. This utility is operated under the authority


of the State of Florida Public Service Commission. The subject property consists of the main sewage


treatment facility on Front Street, Stock Island, which encompasses three sewage treatment plants with


a current capacity of 0.499 million gallons per day (MGD) with a planned expansion to 0.849 MGD in


2015. The current site and building improvements include: drying beds, vacuum pump building, various


small electrical, mechanical shop and storage buildings, emergencygenerator, plus a manufactured office


unit. The subject is a special-purpose property; thus, it has a limited-market due to its unique design,


layout, and construction, which restricts its utility for the specific use as a wastewater treatment facility.


The subject operation is a substantial going-concern that encompasses the vacuum collection system and


services. In the case at hand, my appraisal includes only the subject land (As if Vacant), per the client’s


request. This report specifically excludes the collection system, sewer treatment tanks, pumps, lift


stations, plus all building and site improvements. The valuation of the Key West Resort Utilities going-


concern, intangible assets, buildings, site improvements, and furniture, fixture, and equipment as part


of the utility operation are valued within the appraisal report prepared by Hartman Consultants, LLC.


Dimensions and the site area of the subject sewer treatment site, Parcel “A” (SP No. 1) and the adjoining


easements, Parcels “B” (SP No. 2) and “C” (SP No.3) were referenced from a survey performed by


Island Surveying, Inc., Frederick H. Hildebrandt, dated February 19, 1997, with revisions on March 24,


1997 and April 7, 1997, plus a Site Layout plan, prepared by Siemens, Water Technologies, dated July


7, 2006, plus a copy of a survey/site plan that did not indicate an author or preparation date. Any


deviations from the reported dimensions or the calculated areas, plus any further easements and/or


encroachments could result in a change in value.


According to the survey, metes and bounds legal description, the subject main sewer treatment site


consists of a quadrilateral polygon, irregular-shaped parcel encompassing 2.00 acres or 87,120 square


feet of land. Only a small point of the parcel actually abuts Front Street. According to the survey, access


to the site is via a non-exclusive access easement, Parcel “C” that extends northerly from the subject site


along the westerly side of Front Street. This easement encompasses approximately 9,038 square feet.


The survey also depicts Parcel “B,” a 15 foot wide drainage easement at the southwesterly side of the


subject site. This easement encompasses approximately 3,750 square feet. Copies of the surveys and


legal descriptions are located in the Addenda section of the attached report.


The subject property also encompasses 14 additional sewer easements and lift station pads or small sites


in South Stock Island, which is part of Unincorporated Monroe County. The 16 easements in South


Stock Island total approximately 48,422 square feet or 1.11 acres. The sewer collection extends across


the Overseas Highway also known as U.S. Highway No. 1 into North Stock Island. North Stock Island


is within the boundaries of the City of Key West. There are five easements for lift stations (1,225 total







Mr. William L. Smith, Jr., Chairman of the Board
Key West Resort Utilities
December 15, 2014
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square feet), plus four large easements throughout the Key West Golf course with a total of 168,091


square feet or 3.86 acres. Overall the subject property consists of 2 acres of an owned, fee simple


industrial tract, plus 25 easement parcels that contain a total of 5 acres. Thus, the total subject site area


is 7 acres of upland.


The footprint size of eight of the lift stations were given by the client, as they have not been delineated


or surveyed, but part of a development agreement. The proposed golf course easements are delineated


in a recent survey. The dimensions and parcel areas are based on a survey prepared by Island Surveying,


Inc., dated October 21, 2014. Any deviations from the reported dimensions or the calculated areas, plus


any further easements and/or encroachments could result in a change in value.


Fair Market Value is the price at which the property would change hands between a willing buyer and


a willing seller, neither being under any compulsion to buy or to sell or both having reasonable


knowledge of relevant facts.


Market Value is defined as the most probable price in cash (or its equivalency) for which the appraised


property will sell in a competitive market under all conditions requisite to a fair sale. Market value


assumes a normal or reasonable time for exposure on the open market.


This report contains the results of my investigation and analysis made in order to furnish an estimate of


the Fair Market Value of the Fee Simple Interest of the property described herein. The Fee Simple


Interest is the unencumbered value of the subject property. The subject property is primarily owner


occupied, and not unencumbered by any long term leases, except for the large golf course parcels. A


Fee Simple Interest Valuation has been detailed herein.


The Key West Golf Course land is owned by the City of Key West. There is a long-term master ground


lease agreement that expires on June 5, 2080. As a result, a Leasehold Interest exists with Key West


Golf Club, LLC(KWGC). At this point there are no easement agreements or subleases with Key West


Resort Utilities Corporation (KWRU) per Mr. William L. Smith Jr. and the Key West Golf Club as they


have common ownership. Mr. Smith indicated that a future easement agreement will not require the


KWRU to pay any further fees to KWGC; however, KWRU is responsible for pipe maintenance and


surface conditions must be restored if disturbed due to repairs or replacements. As a result, the proposed


easements throughout the Golf Course would be a Leasehold Interest. A Leased Fee valuation is not


applicable, in the case at hand. However, the reader is cautioned that a title search was not made; thus,


no other encumbrances are considered herein. No personal property has been included herein.


Based on analysis of market data, site visit, physical walk through, and research, it is my opinion that


the Fair Market Value of the Fee Simple Interest of the Subject Property, Main Sewer Treatment Plant


(6630 Front Street), Land Only, plus the Sewer Utility Easements throughout North and South Stock







Mr. William L. Smith, Jr., Chairman of the Board
Key West Resort Utilities
December 15, 2014
Page No. 4


Island, and the Proposed Easements throughout the Key West Golf Course (6450 College Road, Key


West), subject to definitions, assumptions and limiting conditions, as of November 18, 2014, is:


EIGHT MILLION FIVE HUNDRED FORTY TWO THOUSAND DOLLARS


($ 8,542,000)


This is an appraisal report which is intended to comply with the reporting requirements set forth under


Standard Rule 2-2(a) of the Uniform Standards of Professional Appraisal Practice. As such, it might not


include full discussions of the data, reasoning, and analyses that were used in the appraisal process to


develop the appraiser's opinion of value. Supporting documentation concerning the data, reasoning, and


analyses is retained in the appraiser's file. The information contained in this report is specific to the


needs of the client and for the intended use stated in this report.


This confidential report is prepared for the sole use of and benefits of Mr. Gerald Hartman, PE, BCEE,


ASA, Hartman Consultants, LLC and Mr. William L. Smith, Jr., Chairman of the Board, Key West


Resort Utilities Corporation, and based, in part, upon documents, writings, and information owned and


possessed by the client. This report is provided for informational purposes only to third parties


authorized to receive it. The appraiser-client relationship is with Mr. Smith, as the client. This report


should not be used for any purpose other than to understand the information available to the client


concerning this property. Appraisal Company of Key West assumes no responsibility if this report is


used in any other manner.


If you have any questions regarding this appraisal report, please feel free to contact me. Thank you for


giving me the opportunity to provide this service for you. This transmittal letter must remain attached


to the report, which contains 116 pages including related exhibits, in order for the value opinion set forth


to be considered valid.


Respectfully submitted,


James E. Wilson, MRICS, President


State-certified general real estate appraiser


RZ 2164
email: jim@fla-keysappraisals.com


Report Attached:


C:\Comm-14\Comm-115-14.wpd
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Zoning Future Land Use


MI = Maritime Industries MC = Mixed Use / Commercial


PR = Parks & Refuge R = Recreation


URM = Urban Residential Mobile Home RH = Residential High


RV = Recreational Vehicle PS = Public Service


MU = Mixed Use CG = General Commercial


PS = Public Service MDR = Medium Density Residential


CG = General Commercial


PRD = Planned Residential Development


SUMMARY OF FACTS AND CONCLUSIONS


Subject Property Address: Key West Resort Utilities


Main Sewer Treatment Plant (Fee Simple)


As If Vacant Land


6630 First Avenue


Stock Island, Monroe County, Florida 33040


Plus 25 Sewer Utility Easements


Throughout Stock Island, Unincorporated


Monroe County & City of Key West


Florida 33040


Property Type: Commercial Land (As If Vacant)


Utilized as Commercial Wastewater Treatment Facility


& Collection System


Zoning: See Chart on Following for Each Parcel


Flood Hazard Zones: Map Number 12087C1528K, dated February 18, 2005, Zone AE 8 and


9 feet
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Future Subject Subject


Zoning Land Use Site Size (SF) Site Size (Acres)


MI MC 87,120 2.00


MI MC 3,750 0.09


MI MC 9,038 0.21


PR R 248 0.01


PR R 200 0.00


URM RH 5,952 0.14


URM RH 5,952 0.14


URM RH 5,952 0.14


URM RH 5,952 0.14


URM RH 5,952 0.14


URM RH 1,110 0.03


URM RH 1,388 0.03


URM RH 1,110 0.03


URM RH 1,388 0.03


URM RH 150 0.00


RV MC 150 0.00


MU MC 150 0.00


PS PS 400 0.01


CG CG 150 0.00


PRD MDR 225 0.01


PRD MDR 225 0.01


PS PS 225 0.01


PRD MDR 88,108 2.02


PRD MDR 5,814 0.13


PRD MDR 61,175 1.40


PRD MDR 12,994 0.30


304,878 7.00


87,120 2.00


217,758 5.00


Subject


Parcel Nos. Location Key Parcel Description


1 6630 Front Street Stock Island "A" KWRU STP Main Site


2 6630 Front Street Stock Island "B" Drainage Easement (Rear)


3 6630 Front Street Stock Island "C" Non-Exclusive Access Easement (Fronts on Street)


4 7th Ave. & Fifth St. Stock Island "M" Utility Easement: Lift Station (Fronts on Street)


5 9th Ave. & Fifth St. Stock Island "N" Utility Easement: Lift Station


6 Blk A Lincoln Gardens Stock Island Block "A" Utility Sewer Easement (Rear)


7 Blk B Lincoln Gardens Stock Island Block "B" Utility Sewer Easement (Rear)


8 Blk C Lincoln Gardens Stock Island Block "C" Utility Sewer Easement (Rear)


9 Blk D Lincoln Gardens Stock Island Block "D" Utility Sewer Easement (Rear)


10 Blk E Lincoln Gardens Stock Island Block "E" Utility Sewer Easement (Rear)


11 Blk G, Lots 8 & 53 Lincoln Gardens Stock Island Block "G", Lots 8 & 53 Utility Sewer Easement (Side Yard)


12 Blk F, Lot 8 Lincoln Gardens Stock Island Block "F", Lot 8 Utility Sewer Easement (Side Yard)


13 Blk G, Lots 23 & 38 Lincoln Gardens Stock Island Block "G", Lots 23 & 38 Utility Sewer Easement (Side Yard)


14 Blk F, Lot 23 Lincoln Gardens Stock Island Block "F", Lot 23 Utility Sewer Easement (Side Yard)


15 Lift Station Pines & Palms Sub. Stock Island Pine & Palm Utility Easement: Lift Station


16 Lift Station Boyd's Campground Stock Island Boyd's Campground Utility Easement: Lift Station


17 Lift Station Dolphin Deli Stock Island Dolphin Deli (Mongelli) Utility Easement: Lift Station


18 Lift Station MC Detention Center Stock Island Detention Center Utility Easement: Lift Station


19 Lift Station Sunset Marina Stock Island Sunset Marina Utility Easement: Lift Station


20 Lift Station KWGC HOA Stock Island KWGC HOA Utility Easement: Lift Station


21 Lift Station KWGC Stock Island KWGC Utility Easement: Lift Station


22 Lift Station Bayshore Manor Stock Island Bayshore Manor Utility Easement: Lift Station


23 KWGC Easement "A" Stock Island KWGC Utility Sewer Easement


24 KWGC Easement "B" Stock Island KWGC Utility Sewer Easement


25 KWGC Easement "C" Stock Island KWGC Utility Sewer Easement


26 KWGC Easement "D" Stock Island KWGC Utility Sewer Easement


Totals:


Total Fee Simple:


Total Easements:


Summary of Subject Parcels


Subject Parcels:


Highest and Best Use


“As Improved”: Commercial Wastewater Treatment Facility & Collection System


(Utility)


Gross Building Area


(GBA): Not Considered in this Valuation (Land Only)
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Subject Subject Subject Subject Site X Prop. Utility Adj.


Parcel Nos. Location Parcel Property Rights Site Size (SF) $/SF Value (Rnd) Mult./ Easement Ratio


1 6630 Front Street "A" Fee Simple 87,120 $24.45 $2,130,000 1.00


2 6630 Front Street "B" Easement 3,750 $15.00 $56,000 0.80


3 6630 Front Street "C" Easement 9,038 $14.00 $127,000 0.80


4 7th Ave. & Fifth St. "M" Easement 248 $50.00 $12,000 0.80


5 9th Ave. & Fifth St. "N" Easement 200 $55.00 $11,000 0.80


6 Blk A Lincoln Gardens Block "A" Easement 5,952 $13.00 $77,000 0.80


7 Blk B Lincoln Gardens Block "B" Easement 5,952 $13.00 $77,000 0.80


8 Blk C Lincoln Gardens Block "C" Easement 5,952 $13.00 $77,000 0.80


9 Blk D Lincoln Gardens Block "D" Easement 5,952 $13.00 $77,000 0.80


10 Blk E Lincoln Gardens Block "E" Easement 5,952 $13.00 $77,000 0.80


11 Blk G, Lots 8 & 53 Lincoln Gardens Block "G", Lots 8 & 53 Easement 1,110 $15.00 $17,000 0.80


12 Blk F, Lot 8 Lincoln Gardens Block "F", Lot 8 Easement 1,388 $15.00 $21,000 0.80


13 Blk G, Lots 23 & 38 Lincoln Gardens Block "G", Lots 23 & 38 Easement 1,110 $15.00 $17,000 0.80


14 Blk F, Lot 23 Lincoln Gardens Block "F", Lot 23 Easement 1,388 $15.00 $21,000 0.80


15 Lift Station Pines & Palms Sub. Pine & Palm Easement 150 $60.00 $9,000 0.80


16 Lift Station Boyd's Campground Boyd's Campground Easement 150 $60.00 $9,000 0.80


17 Lift Station Dolphin Deli Dolphin Deli (Mongelli) Easement 150 $60.00 $9,000 0.80


18 Lift Station MC Detention Center Detention Center Easement 400 $50.00 $20,000 0.80


19 Lift Station Sunset Marina Sunset Marina Easement 150 $60.00 $9,000 0.80


20 Lift Station KWGC HOA KWGC HOA Easement 225 $55.00 $12,000 0.80


21 Lift Station KWGC KWGC Easement 225 $55.00 $12,000 0.80


22 Lift Station Bayshore Manor Bayshore Manor Easement 225 $55.00 $12,000 0.80


23 KWGC Easement "A" KWGC Easement 88,108 $20.00 $1,762,000 0.80


24 KWGC Easement "B" KWGC Easement 5,814 $25.00 $145,000 0.80


25 KWGC Easement "C" KWGC Easement 61,175 $24.00 $1,468,000 0.80


26 KWGC Easement "D" KWGC Easement 12,994 $24.00 $312,000 0.80


Totals: 304,878 $21.57 $6,576,000


Total Fee Simple: 87,120 $24.45 $2,130,000


Total Easements: 217,758 $20.42 $4,446,000


Summary of Land Value Estimates for Subject Properties


Subject Adj. Adj. X Assemblage Final Subject Final


Site Value (Rnd) $/SF Factor Multip. Adj. Site Value (Rnd) $/SF


$2,130,000 $24.45 1.50 $3,195,000 $36.67


$45,000 $12.00 1.50 $68,000 $18.13


$102,000 $11.29 1.50 $153,000 $16.93


$10,000 $40.32 1.50 $15,000 $60.48


$9,000 $45.00 1.50 $14,000 $70.00


$62,000 $10.42 1.50 $93,000 $15.63


$62,000 $10.42 1.50 $93,000 $15.63


$62,000 $10.42 1.50 $93,000 $15.63


$62,000 $10.42 1.50 $93,000 $15.63


$62,000 $10.42 1.50 $93,000 $15.63


$14,000 $12.61 1.50 $21,000 $18.92


$17,000 $12.25 1.50 $26,000 $18.73


$14,000 $12.61 1.50 $21,000 $18.92


$17,000 $12.25 1.50 $26,000 $18.73


$7,000 $46.67 1.50 $11,000 $73.33


$7,000 $46.67 1.50 $11,000 $73.33


$7,000 $46.67 1.50 $11,000 $73.33


$16,000 $40.00 1.50 $24,000 $60.00


$7,000 $46.67 1.50 $11,000 $73.33


$10,000 $44.44 1.50 $15,000 $66.67


$10,000 $44.44 1.50 $15,000 $66.67


$10,000 $44.44 1.50 $15,000 $66.67


$1,410,000 $16.00 1.50 $2,115,000 $24.00


$116,000 $19.95 1.50 $174,000 $29.93


$1,174,000 $19.19 1.50 $1,761,000 $28.79


$250,000 $19.24 1.50 $375,000 $28.86


$5,692,000 $18.67 $8,542,000 $28.02


$2,130,000 $24.45 $3,195,000 $36.67


$3,562,000 $16.36 $5,347,000 $24.55


Key West Resort Utilities, Stock Island, Florida


Fair Market Valuation
Fair


Valuation Method: Market Value


Cost Approach Not Applicable


Income Approach Not Applicable


Sales Comparison Approach $8,542,000


$8,542,000Fair Market Value, as of November 18, 2014 (Rnd):


Reconciliation


Subject Values:
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Date of Valuation: November 18, 2014


Date of Site Visit: November 18, 2014


Date of Report: December 12, 2014


Marketing Time: 12 to 24 Months based on a list price within 5 percent of appraised value


and based on stable economic conditions and subject to the approval


process for the sale of a private utility to possibly a public utility.


Exposure Time: Equal to present marketing time.
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AN APPRAISAL REPORT


This is an report which is intended to comply with the reporting requirements set forth under Standard


Rule 2-2(a) of the Uniform Standards of Professional Appraisal Practice. As such, it might not include


full discussions of the data, reasoning, and analyses that were used in the appraisal process to develop


the appraiser’s opinion of value. Supporting documentation concerning the data, reasoning, and analyses


is retained in the appraiser's file. The information contained in this report is specific to the needs of the


client and for the intended use stated in this report. The appraiser is not responsible for unauthorized


use of this report.


INTENDED USER: Mr. Gerald Hartman, PE, BCEE, ASA


Hartman Consultants, LLC


2107 Water Key Drive


Windermere, Florida 34786


CLIENT: Mr. William L. Smith, Jr., Chairman of the Board


Key West Resort Utilities


6630 Front Street


Stock Island, Key West, Florida 33040


APPRAISER: James E. Wilson, MRICS, President


State-certified general real estate appraiser


RZ 2164


SUBJECT


PROPERTY: Key West Resort Utilities


Main Sewer Treatment Plant (Fee Simple)


As If Vacant Land


6630 First Avenue


Stock Island, Monroe County, Florida 33040


Plus 25 Sewer Utility Easements


Throughout Stock Island, Unincorporated


Monroe County & City of Key West


Florida 33040
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PURPOSE AND INTENDED USE OF THE APPRAISAL


The purpose of this appraisal is to report my opinion of the Fair Market Value of the Fee Simple Interest


of the Subject Property Land (As If Vacant) of the Main Sewer Treatment Plant for Key West Resort


Utilities, as of November 18, 2014. Furthermore, I have rendered my estimate of the Fair Market Value


of the 21 sewer easements (land only) also owned by Key West Resort Utilities Corporation. Finally,


I have reported my opinion of the Fair Market Value of the Leasehold Interest in the subject’s four sewer


easements throughout the Key West Golf Course. There is a long-term master land lease encumbering


the golf course; thus, these easements would be part of the leasehold interest. This multi-parcel appraisal


report is a supplement to the overall valuation of the tangible and intangible assets of the Key Haven


Resort Utilities Corporation as prepared by Hartman Consultants, LLC.


Per the client’s request, I have not considered the valuation of the building nor site improvements. The


subject easements and land owned by Key West Resort Utilities Corporation (KWRU) connect the


underground sewer infrastructure. The KWRU provides treated, reclaimed water for irrigation to the Key


West Golf Course. The tangible components of the utility including casings, carrier piping, lift stations,


force mains, operating pumps, valves, sewage treatment plants, mechanical and storage buildings, tanks,


site improvements, intercepts, plus a manufactured office unit have been valued separately by Hartman


Consultants along with any intangible assets to provide a market value of the whole utility and its service


area.


The KWRU (formerly New Age Utilities) has been in continuous operation since 1968/1969 with a


relocation of the plant in 1984 and further expansion in 1994. It currently serves approximately 0.499


customers. The waste treatment plant has a current capacityof 0.499 million gallons per day(MGD) with


a planned expansion to 0.849 MGD in 2015. Much of the infrastructure is located in the public right of


way. The subject contains special easements and a main fee simple parcel that have been assembled to


make the system function with surface and below surface equipment and special pump lift station


easements.


The function of this appraisal is to provide a multiple parcel and easement appraisal report of the subject


as a guide for negotiations between KWRU and Florida Keys Aqueduct Authority (FKAA) as a potential


buyer.


The intended use of this appraisal is as a supplement to Hartman Consultants, LLC Appraisal Report,


which is intended to assist Mr. William L. Smith, Jr., Chairman of the Board of Directors, Key West


Resort Utilities Corporation in arriving at a Fair Market Value estimate for the subject property as


described in this report. The report has been exclusively prepared for the sole use of the client, Mr.


William L. Smith, Jr., Chairman of the Board of Directors, Key West Resort Utilities Corporation and


Appraisal Company of Key West Page 8







An Appraisal Report Key West Resort Utilities, Stock Island, FL


the intended user Mr. Gerald Hartman, PE, BCEE, ASA, Hartman Consultants, LLC. This appraisal


report may not be used or relied upon by any other party, unless specifically involved with the purpose


of this report. Any party who otherwise uses or relies upon any information in this report, without the


preparer's written consent, does so at his or her own risk. Possession of this report, or a copy thereof,


does not carry with it the right of publication.


PROPERTY RIGHTS APPRAISED


This appraisal is made with the understanding that the present ownership of the main sewer treatment


plant property includes all the rights that may lawfully be held under a Fee Simple Estate. These rights


are sometimes referred to in appraisal literature as the "bundle of rights". It includes the right to use,


keep others from using, sell, rent or otherwise dispose of the property. The elements which have been


included in this appraisal are the land, as if vacant. Per the client’s request, any existing building, site


improvements, plus furniture, fixtures, and equipment were not included in my valuation.


This report contains the results of my investigation and analysis made in order to furnish an estimate of


the Market Value of the Fee Simple Interest of the property described herein. The Fee Simple Interest


is the unencumbered value of the subject property. The subject property is primarily owner occupied,


and not unencumbered by any long term leases, except for the large golf course parcels. A Fee Simple


Interest Valuation has been detailed herein.


The Key West Golf Course land is owned by the City of Key West. There is a long-term master ground


lease agreement that expires on June 5, 2080. As a result, a Leasehold Interest exists with Key West


Golf Club, LLC(KWGC). At this point there are no easement agreements or subleases with Key West


Resort Utilities Corporation (KWRU) per Mr. William L. Smith Jr. and the Key West Golf Club as they


have common ownership. Mr. Smith indicated that a future easement agreement will not require the


KWRU to pay any further fees to KWGC; however, KWRU is responsible for pipe maintenance and


surface conditions must be restored if disturbed due to repairs or replacements. As a result, the proposed


easements throughout the Golf Course would be a Leasehold Interest. Further details of the lease


agreement are noted later in this report. A Leased Fee valuation is not applicable, in the case at hand.


LEGAL DESCRIPTION


The metes and bounds legal descriptions for the subject parcels of the subject property from the survey


is quite lengthy. Therefore, they have been included in the Addenda section of the report.
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FAIR MARKET VALUE DEFINITION


Fair Market Value is the price at which the property would change hands between a willing buyer and


a willing seller, neither being under any compulsion to buy or to sell or both having reasonable


knowledge of relevant facts.


MARKET VALUE DEFINITION


Market Value, is defined as:


"The most probable price which a property should bring in a competitive and open market under all


conditions requisite to a fair sale, the buyer and seller, each acting prudently, knowledgeably and


assuming the price is not affected by undue stimulus. Implicit in this definition is consummation of a


sale as of a specified date and the passing of title from seller to buyer under conditions whereby:


a) Buyer and seller are typically motivated;


b) both parties are well informed or well advised and each acting in what he considers his


own best interest;


c) a reasonable time is allowed for exposure in the open market;


d) payment is made in terms of cash in U.S. dollars or in terms of financial arrangements


comparable thereto; and


e) the price represents the normal consideration for the property sold unaffected by special


or creative financing or sales concessions granted by anyone associated with the sale."


(Source: Office of the Comptroller of Currency)


FEE SIMPLE ESTATE DEFINITION


According to The Dictionary of Real Estate Appraisal, Fifth Edition, 2010, "Fee Simple Estate is


absolute ownership unencumbered by any other interest or estate, subject only to the limitations imposed


by the governmental powers of taxation, eminent domain, police power, and escheat."
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LEASEHOLD INTEREST DEFINITION


According to The Dictionary of Real Estate Appraisal, Fifth Edition, 2010, "Leasehold Interest, is the


interest held by the lessee (tenant or renter) through a lease transferring the rights and use of occupancy


for a state term under certain conditions.”


EASEMENT DEFINITION


According to The Dictionary of Real Estate Appraisal, Fifth Edition, 2010, "Easement is an interest in


real property that conveys use, but not ownership, of a portion of an owner's property. Access or right


of way easements may be acquired by private parties or public utilities. Governments dedicate


conservation, open space, and preservation easements.”


Easements typically permit a specified portion of a property for a identified use, usually for access for


an adjoining property or an underground utility. A property that has use of an easements gains additional


property rights.


ADDITIONAL DEFINITIONS & VALUATION METHODS


Special-Purpose Property: A limited use -market property with a unique physical design, special


construction materials, or a layout that restricts its utility to the use for which it was built, also called


special-design property. (Source: The Dictionary of Real Estate Appraisal, Fifth Edition, 2010)


Connectivity: Connectivity is an attribute or function shared by common elements to promote a use.


In the case of a sewer treatment utility, connectivity involves efficient delivery of sewer services to


residential, commercial and industrial customers. It begins with a sewage disposal plant for waste water.


The system is designed to meet peak demand capacity for delivery on demand. Good connectivity


defines reliability, continuity of sewer services over different peak uses, and efficient, well planned


delivery systems.


Across the Fence Method: A land valuation method typically used to estimate the value of a real estate


corridor, including railroad or pipeline rights of way, highways, or other corridor real estate. The price


or value of land adjacent to the corridor (i.e., “across the fence”) is considered for the valuation. Other


considerations include corridor factor and usage factor adjustments. (Source: The Dictionary of Real


Estate Appraisal, Fifth Edition, 2010)


Across the Fence (ATF) Value: In the valuation of real estate corridors, the value concluded based on


a comparison with adjacent lands before the consideration of any other adjustment factors. The ATF
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value accounts for location and market conditions. Accordingly, this is an intermediate value without


(or prior to) the consideration of the corridor factor. (Source: The Dictionary of Real Estate Appraisal,


Fifth Edition, 2010)


Corridor: A long, narrow strip of land or real property rights for which the highest and best use is to


provide an economic benefit by connecting the end points, and sometimes serving intermediate points


along the way. Most corridors provide these connections for energy (oil and gas pipelines, electrical


power transmission lines), transportation (road, rail, aqueducts, canals, aviation, aircraft overflight), or


communications (Fiber-optic lines) purposes. Abandoned corridors may or may not have a highest and


best use of continued corridor use. (Source: The Dictionary of Real Estate Appraisal, Fifth Edition,


2010)


Corridor Factor: In the valuation of existing corridors, a factor that expresses the ratio of the price paid


for a transportation or communications corridor (i.e., the sale price of an existing corridor) and the across


the fence (ATF) value. Typically used in the valuation of existing corridors and not the assembly of a


new corridor. Also called railroad factor, synergism factor, enhancement factor, and continuity factor.


(Source: The Dictionary of Real Estate Appraisal, Fifth Edition, 2010)


Enhancement Factor: Often referred to as a corridor, assemblage or plottage factor, it is a factor that


expresses the value of an existing corridor above and beyond an across the fence (ATF) pricing. If


negative, it would reflect questions of highest and best use. If positive, it would reflect a value higher


than the across the fence pricing which typically does not reflect the single use of a corridor. This factor


also includes assembly costs related to acquisition both voluntary and involuntary, including


condemnation procedures, and the time value of money in making a proposed corridor connected and


functional. When pricing out existing corridors a buyer would consider the substitute cost of a corridor


and the incentive to avoid assemblage costs by paying a price higher than the immediate pricing from


across the fence valuations.


Corridor Valuation: The process of estimating market value of the right to use corridor real estate.


According to the Bureau of Land Management and U.S. Forest Service, relevant valuation approaches


include land-based methods such as the across the fence method going rate (sales comparison) approach,


alternate route (cost avoidance) approach, and before and after method, and no-land-based methods such


as liquidation value, replacement, income value, and competitive bid methods.
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SUBJECT’S MARKET AREA (NEIGHBORHOOD) ANALYSIS


Stock Island, an unincorporated community, is located less than one mile northeast of the island of Key


West, is surrounded by water and bisected by U.S. Highway 1. This island is known as Stock Island,


which is separated from the City of Key West by Cow Key Channel. The southerly half of Stock Island


has developed into an industrial center and affordable housing hub servicing the Key West area. The


main KWRU sewer treatment facility along with 16 easements are located in South Stock Island, while


the remaining nine subject easements are located in North Stock Island.


The south side of Stock Island, which is divided from the north side by U.S. Highway No. 1, is


developed with many mobile home parks and subdivisions, as well as single and multi-family residential


areas. It is also the center of the local fishing industry, with other industrial and commercial business


uses as well. This is an area of mixed zoning and uses which services the demands and requirements


of the Key West market.


The north side of Stock Island is considered to be within the City of Key West’s easternmost boundary


and is taxed as such. The north section of Stock Island is comprised of County offices and structures


including the public health unit, Countyoffices, CountyJail, the public hospital and convalescent center,


Florida Keys Community College, Tennessee Williams Performing Arts Center, Gerald Adams


Elementary School, the former Key West land fill and transfer station, which is being redeveloped by


the Key West Department of Transportation for vehicle and bus parking, a privately-owned nursing


home, plus the botanical gardens.


The northside of Stock Island also includes a 390-unit resort townhouse single family project, which is


known as Key West Golf Club Development. The project is surrounded by an 18 hole public, Rees Jones


designed golf course, which is located directly northerly from the subject across U.S. Highway No. 1 or


the Overseas Highway from the subject property. The sale of part of Normans’ Island to Monroe County


led to the development of a new county jail. The Monroe County Detention Center was completed on


November 19, 1993 at an estimated cost of $33 million. The Sheriff's Department building was also


completed on the site. The Keys Overnight Temporary Shelter (KOTS) facility is located on the Key


West jail property and it provides showers and overnight shelter for homeless persons. The shelter opens


at 6 pm daily and guests have to leave by 7:30 am daily. This installation has been controversial and


embroiled in law suits byadjacent property owners, such as Sunset Marina Residences due to the number


of homeless traveling along College Road and the access road to the jail and Sunset Marina


Dockominium in early morning and evening hours. The City of Key West has proposed to move the


shelter to the nearby former Easter Seals property and potentially the Monroe County Mosquito Control


Board Office property, both of which are owned by the City of Key West; however, it appears that this


has failed at this point in time.
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The former City land fill dump, later waste-to-energy incinerator for the disposal of refuse from the City


of Key West and subsequently a transfer station has been closed and is in the process of being converted


for Key West Department of Transportation use. Also a new SPCA facility will be developed on a


portion of this site. The project is expected to start late 2015. Sunset Marina, was purchased and


developed with 60 waterfront condominium units and an upgraded marina facility, containing 165 wet


boat slips, sold as dockominiums (condominium ownership). The project has been completely sold out.


The marina and upland area on the westerly portion of the development was recently purchased.


Another condominium project about one mile southeasterly from the subject property is known as


Oceanside Marina. These units were built as an annex to the dockominiums and existing marina


operation. The Oceanside Marina/King’s Pointe Marina was purchased for redevelopment, then the


recession hit and the property became bank-owned for an extended period of time. The property was


purchased by well-known Florida Keys developer, Mr. Pritam Singh in mid 2013. The upland will be


redeveloped with 78 new, market rate dwelling units (vacation rentals), 17 new hotel rooms and a new


restaurant with up to 150 seats.


Peninsular Marina (now Key West Harbour Yacht Club) was a major marina transaction about 8 years


ago for $30 million. This project is located approximately two miles southeasterly from the subject


property. It was subsequently redeveloped into a full-service marina encompassing about 100 wet boat


slips, about 379 dry boat slips, plus a dockmaster’s office, ship store, restaurant/bar, gym, large


swimming pool plus other amenities. The marina redevelopment reportedly cost $50 million. When the


economic recession occurred, causing the drastic decline in demand and price of dockominiums, the


management of the project stopped selling slips and concentrated on renting the unsold slips. Ownership


and management has changed the name to Florida Marina Clubs. Marketing of some of the slips has just


recently begun again.


In addition, a large assemblage of waterfront properties along the westerly side of Safe Harbor in Stock


Island was completed a few years ago at a total reported cost of about $200 million. The property was


to be converted from mostly commercial fishing to an upscale marina featuring mega yacht slips. Due


to the economy, this project also stalled and was in default. One of the main investors purchased the note


from the lender at a significant discount and has taken control of the property. A large portion of the


marina has been redeveloped with a new floating concrete dock system. The development plan has been


down scaled to include recreational and commercial vessels with an emphasis on keeping the local flavor


of the area. The marina is now known as Island Marina Village. A new hotel is proposed on the site.


These delayed redevelopment projects are moving ahead again and will enhance and revive the Stock


Island neighborhood.


General Economic Conditions:


The renovations, improvements and demand for properties within the area had been steady; however,


because of the national slow down in the housing market supply had exceeded demand until late 2011.
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A distinct decline in the residential sales volume and property values due to increases in inventory, less


demand and the difficulty in obtaining financing from the height of the market 2005/2006 until last year


affected the real estate market. During this downturn, “short sale”, foreclosure, and distressed sales


activitybecame quite prominent, unfortunately, affecting the entire market. It appears that the residential


market began to rebound in 2011. Inventory has actually become tight since 2012 with increases noted


in asking and sales prices in 2013 and year-to-date 2014.


With respect to the commercial retail sector, the market has experienced an increase in the availability


of vacant commercial space in the commercial real estate area during the recession. However, it appears


that the commercial market “bottomed out” near the end of 2011. There has been a significant increase


in sales and leasing activity in 2013 and year-to-date 2014. Rental rates and occupancy rates are


climbing.


Signs of recovery have been outstanding since late 2011 in the tourism market. Tourism statistics have


been strong. Most lodging facilities in Key West are near or above 2007 levels in ADR, occupancy, and


RevPAR. However, positive signs in the other commercial categories have still lagged, especially in


the office market.


In conclusion, the subject property is located in an area of mixed uses. At this time, the demand for wet


dockominium slips has diminished somewhat and sales have occurred at a much smaller rate, compared


to the height of the market in 2005/2006. Recent Stock Island wet-boat slip sales have indicted a modest


recovery which may take a few more years to return to pre-recession levels. Sunset Marina has actually


experienced a significant amount of sales in 2011, 2012, 2013 and year-to-date 2014. The prices are


back at the original developer sellout prices of 2002/2003, and the sales activity is quite encouraging.


There are no comparable recent active listings of private utilities including fee simple owned parcels and


associated utility easements.
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In terms of demographic trends taking place in Stock Island, Florida, the following data has been


compiled by from the CCIM Site To Do Business:
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Station Location 2008 2009 2010 2011 2012 2013


50 CR 941/SR US 1 Hwy, Cow Key Bridge 3,000 2,900 2,400 2,600 2,200 3,500


165 SR 5/US 1, 200' Cow Key Bridge 34,602 35,471 36,027 36,540 36,564 36,287


201 SR 5/US 1, Cow Key Bridge 48,500 38,500 35,500 38,500 37,500 43,000


Average Two-way Florida DOT Traffic Count


Conclusion:


In summary, the sewer treatment facility parcel of the subject property is located in the South Stock


Island, which is just outside of the City limits of Key West, where there is a concentration of services,


employment and shopping. However, many of the sewer easements are also located in North Stock


Island, which is actually within the City Limits of Key West. Residential uses are located off the


highway; these neighborhoods, as well as neighboring communities support the commercial businesses


in the area. Since property values began to escalate in the City of Key West work-force rentals and


commercial service business began to migrate to Stock Island which was a more affordable alternative.


Hence, property values are starting to rebound. There are currently a few residential developments and


recreational marina conversions that are being redeveloped or expanded again since the stagnation during


the recession.


The entire surrounding neighborhood is going through gentrification, especially around Safe Harbor.


The considerable amount of automobile traffic along U.S. Highway No. 1 provides good exposure to this


area. I anticipate continued improvement in the general quality of the neighborhood, particularly with


the increased demand for property due to building and environmental restriction placed on all properties


in the Florida Keys.


The following average daily two-way traffic data was provided by the State of Florida Department of


Transportation for the subject’s market area.


Appraisal Company of Key West Page 18







An Appraisal Report Key West Resort Utilities, Stock Island, FL


Marketability of the Subject Property


The subject property is a privately-owned utility, which is basically a monopoly for the Stock Island


market area. The Florida Keys Aqueduct Authority (FKAA), a public utility, is in preliminary


negotiations to possibly purchase the subject utility. FKAA currently services Key Haven, Big Coppitt


Regional, Bay Point, Cudjoe Regional, Duck Key Regional, and the City of Layton. Although the


subject is a special-purpose property and part of a quite limited-market, the subject is quite marketable


as it offers a functioning, reliable system to a captive market at a reasonable price. The connectivity and


value of the easements and fee simple land (main sewer plant locale) is the purpose of this appraisal.


The value of the system as a whole is a function of the condition and quality of the system, plus the


customer base, and pricing (which is regulated by the Public Service Commission). Hartman


Consultants, LLC is appraising the total assets of the business (tangible and intangible). Hartman will


rely upon this report for the land values (as if vacant) of the fee simple parcel and the easements owned


by the Key West Resort Utilities Corporation.


The typical purchaser of the subject property would be a utility operator. FKAA would likely be the


most prudent buyer due to its experience with wastewater utilities and the proximity of other facilities


in the Florida Keys. A buyer must carefully consider the due diligence for the condition, function, and


estimated useful life of the sewage treatment plant and collection system in order to adequately analyze


reserves for replacement for the system and infrastructure, plus future pricing. Financing may be


obtained from numerous sources within the market place; however, banks or institutional lenders and


bonds are the most common in the local market.


MARKETING TIME


The marketing time for the subject property is estimated between 12 to 24 months based on the com-


parable sales analyzed and interviews with local brokers. This marketing time is based on an asking


price within 5% of appraised value. It should be noted that the marketing time could due to the approval


process for the sale and acquisition of a utility, especially by a public entity.


EXPOSURE TIME


Exposure time considers the amount of time necessary to effect a sale of the subject property on the


valuation date. In the case at hand, it is my opinion that the exposure time would be equal to the


marketing time, based on a listing price within 5.0% of my appraised value.
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OWNERSHIP


According to the Monroe County Public Records, the subject parcel is owned by


K W Resort Utilities Corp.


P.O. Box 2125


Key West, Florida 33045-2125


SALES HISTORY


According to the Monroe County Tax Assessor’s records, there have been no sales of the subject


property within the last five years. The prior sale of the subject was in 1982. The subject property has


not been listed in the Local Board of Realtors Multiple Listing Service.


HISTORY OF THE SUBJECT UTILITY


Mr. Chris Johnson, President of Key West Resort Utilities gave the following synopsis of the subject


utility’s history and expansions over the years.


The original private utility in Stock Island was New Age Utilities which began operation


circa 1968/1969. New Age Utilities was located off of Shrimp Road and its service area


was primarily Lincoln Gardens. In 1984 KWRU took all the flow from New Age


Utilities to the current location, 6630 Front St, with the completion of what is now


known as the WEST .250MGD Davco Treatment Plant. In 1994, a second .250 MGD


Davco plant was added which is currently known as EAST Plant.


KWRU has approximately 4,200 connections/customers. The plant is currently


rated/permitted to operate at .499MGD (499,000 gallons per day). On July 3, 2014


KWRU published in the KW Citizen the DEP Intent to Issue Permit notice for the plant


expansion that will increase the capacity to .849MGD (849,000 gallons per day).


The plant expansions are as follows:


• 1983 Original Plant (WEST) .250 MGD located at 6630 Front


• First Expansion 1994 EAST .249 MGD bringing the total capacity to .499 MGD


• Second Expansion 2015 .350 MGD bringing the total capacity to .849 MGD


In 2002, KWRU expanded to take the Monroe County Jail, Juvenile Justice Building,


Sheriff Headquarters, Public Buildings, Bayshore Mannor, SPCA, and other public
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buildings. Several lift stations were constructed along with thousands of linear feet of


force main sewer. Monroe County was then able to get out of the wastewater business


by decommissioning the wastewater treatment plant at the Jail and the other plants across


Jr. College Road from Bayshore Manor.


In 2003, KWRU and Monroe County completed the South Stock Island Vacuum Sewer


Expansion Project which was a $4.6M project to construct a collection system. The


collection system utilized vacuum sewer technology and it was designed to pick up a


minimum of 1,500 customers. 1,500 customers had hooked on by 2011 and additional


customers continue to connect as of this writing.
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Subject Future


Parcel Nos. Location Key Parcel Zoning LandUse


1 6630 Front Street Stock Island "A" MI MC


2 6630 Front Street Stock Island "B" MI MC


3 6630 Front Street Stock Island "C" MI MC


4 7th Ave. & Fifth St. Stock Island "M" PR R


5 9th Ave. & Fifth St. Stock Island "N" PR R


6 Blk A Lincoln Gardens Stock Island Block "A" URM RH


7 Blk B Lincoln Gardens Stock Island Block "B" URM RH


8 Blk C Lincoln Gardens Stock Island Block "C" URM RH


9 Blk D Lincoln Gardens Stock Island Block "D" URM RH


10 Blk E Lincoln Gardens Stock Island Block "E" URM RH


11 Blk G, Lots 8 & 53 Lincoln Gardens Stock Island Block "G", Lots 8 & 53 URM RH


12 Blk F, Lot 8 Lincoln Gardens Stock Island Block "F", Lot 8 URM RH


13 Blk G, Lots 23 & 38 Lincoln Gardens Stock Island Block "G", Lots 23 & 38 URM RH


14 Blk F, Lot 23 Lincoln Gardens Stock Island Block "F", Lot 23 URM RH


15 Lift Station Pines & Palms Sub. Stock Island Pine & Palm URM RH


16 Lift Station Boyd's Campground Stock Island Boyd's Campground RV MC


17 Lift Station Dolphin Deli Stock Island Dolphin Deli (Mongelli) MU MC


18 Lift Station MC Detention Center Stock Island Detention Center PS PS


19 Lift Station Sunset Marina Stock Island Sunset Marina CG CG


20 Lift Station KWGC HOA Stock Island KWGC HOA PRD MDR


21 Lift Station KWGC Stock Island KWGC PRD MDR


22 Lift Station Bayshore Manor Stock Island Bayshore Manor PS PS


23 KWGC Easement "A" Stock Island KWGC PRD MDR


24 KWGC Easement "B" Stock Island KWGC PRD MDR


25 KWGC Easement "C" Stock Island KWGC PRD MDR


26 KWGC Easement "D" Stock Island KWGC PRD MDR


Summary of Zoning & Future Land Use for Subject Parcels


Zoning Future Land Use


MI = Maritime Industries MC = Mixed Use / Commercial


PR = Parks & Refuge R = Recreation


URM = Urban Residential Mobile Home RH = Residential High


RV = Recreational Vehicle PS = Public Service


MU = Mixed Use CG = General Commercial


PS = Public Service MDR = Medium Density Residential


CG = General Commercial


PRD = Planned Residential Development


ZONING


The zoning districts and future land use districts for the subject parcels are summarized as follows.
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Since the subject wastewater collection system is located in eight different zoning districts. The detailed
list of permitted and conditional uses, plus dimension regulations for each zoning district have been
retained in my work file.


Maritime Industries District (MI) - Monroe County
The purpose of the MI district is to establish and conserve areas suitable for maritime uses such as ship
building, ship repair and other water dependent manufacturing and service uses.


Wastewater treatment facilities and collection systems are a major conditional use. The subject property
appears to be a legal, conforming use as it must have received approval for development of the sewage
treatment plant.


Park and Refuge District (PR) - Monroe County
The purpose of the PR district is to establish and protect areas as parks, recreational areas and wildlife
refuges.


Wastewater treatment facilities and collection systems are a major conditional use. The subject property
appears to be a legal, conforming use as it must have received approval for development of the lift
stations adjacent to Bernstein Park (County Park).


Urban Residential—Mobile Home District (URM) - Monroe County
The purpose of the URM district is to recognize the existence of established mobile home parks and
subdivisions, but not to create new such areas, and to provide for such areas to serve as a reservoir of
affordable and moderate-cost housing in the county.


Wastewater treatment facilities and collection systems are a major conditional use. The subject property
appears to be a legal, conforming use as it must have received approval for development of the sewage
collection systems and lift stations.


Recreational Vehicle District (RV) - Monroe County
The purpose of the RV districts is to establish areas suitable for the development of destination resorts
for recreational vehicles and other transient units such as seasonal residential units.


Wastewater treatment facilities and collection systems are a major conditional use. The subject property
appears to be a legal, conforming use as it must have received approval for development of the sewage
collection systems and lift stations.


Mixed Use District (MU) - Monroe County
The purpose of the MU district is to establish or conserve areas of mixed uses, including commercial
fishing, resorts, residential, institutional and commercial uses, and preserve these as areas representative
of the character, economy and cultural history of the Florida Keys.


Wastewater treatment facilities and collection systems are a major conditional use. The subject property
appears to be a legal, conforming use as it must have received approval for development of the sewage
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collection systems and lift stations.


General Commercial District (CG) - City of Key West
The general commercial district (CG) is established to implement comprehensive plan policies for areas
designated "CG" on the comprehensive plan future land use map. The CG district shall accommodate
general commercial uses which shall include commercial retail, highway-oriented sales and services,
other general commercial activities specified in section 122-1111 pertaining to land use by districts,
customary accessory uses, and requisite community facilities. The general commercial district shall
service the general commercial needs of residents and tourists which are not fulfilled in the historic area
mixed use districts. The area is generally located along the North Roosevelt Corridor. Single-family,
duplex and multiple-family residential activities maybe accommodated only if approved as a conditional
use pursuant to conditions and procedures identified in article III of this chapter. Height restrictions shall
ensure a more effective land use transition from adjacent and nearby single-family neighborhoods.


The CG area shall not accommodate manufacturing of goods or other activities which may generate


nuisance impacts, including glare, smoke or other air pollutants, noise, vibration, major fire hazards, or


other impacts generally associated with more intensive industrial uses. On the other hand, transient


lodging including hotels and motels, timesharing or fractional fee residential complexes or other


transient quarters may be located within the CG district if the use complies with all provisions of the


comprehensive plan and land development regulations.


Wastewater treatment facilities and collection systems appears to be a conditional use. The subject


property appears to be a legal, conforming use as it must have received approval for development of the


sewage collection systems and lift stations.


Mixed Use Planned Redevelopment/Development District (PRD) - City of Key West


The mixed use planned redevelopment/development district (PRD) is established to implement


comprehensive plan policies for areas designated "PRD" on the comprehensive plan future land use map.


The PRD district shall accommodate planned development or redevelopment of strategically located


sites for large scale development. Such development or redevelopment generates community wide


impacts and requires a regulatory framework that provides for comprehensive impact assessment as well


as flexibility in negotiating development agreements (reference F.S. § 163.3220 et seq., the Florida Local


Government Development Agreement Act) which significantlyfurther the goals, objections, and policies


of the comprehensive plan.


The PRD district regulations provide a regulatory framework for managing large scale development or


redevelopment which generates potential community wide impacts. Such large scale development and


redevelopment activities may include redevelopment of large scale shopping centers along the North


Roosevelt Corridor or the anticipated large scale residential development targeted for the municipal golf


course. A PRD designation may also be appropriate for managing potential community wide impacts


generated by redevelopment of large scale and long established mobile home developments.
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Wastewater treatment facilities and collection systems appears to be a conditional use. The subject


property appears to be a legal, conforming use as it must have received approval for development of the


sewage collection systems and lift stations.


Public and Semipublic Services District (PS) - City of Key West - City of Key West


The purpose and intent of the public and semipublic services district (PS) is to provide a management


framework for implementing comprehensive plan policies for areas located outside of Old Town which


are designated "PS" or "M" on the future land use map. All public and semipublic services developed


shall comply with the comprehensive plan, performance criteria in chapter 102; articles III, IV, V and


VII of chapter 108; section 108-956; and article II of chapter 110, as well as other applicable land


development regulations.


Development plans for sites within the PS district shall provide sufficient acreage and open space and


shall be properly screened and buffered in order to minimize potential adverse impacts on adjacent land


uses. The maximum intensity of public and semi-public institutional structures and buildings on lands


designated "PS," measured in terms of floor area ratio (FAR), shall not exceed eight-tenths (0.8),


including floor area allocated to all uses. The maximum floor area ratio for structures and buildings


accessory to principal uses recreation and open space both active and passive parks and recreation shall


be two-tenths (0.2).


Concurrency


All known current easements and supporting infrastructure have been permitted per the utility rights


granted to the owner/operator of the system; thus, does not appear to be any issues with concurrency.


UTILITIES


The subject parcels are serviced by public water, Florida Keys Aqueduct Authority (FKAA) and electric


utilities (Keys Energy Services, KES), with the private sector providing cable TV and LP bottled gas.


The property is also serviced by the subject operation, Key West Resort Utilities, a private cental sewer


utility.
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Monroe County Tax Collector


6630 Front Street, Stock Island, Monroe County, FL 33040


Parcel No. 00123600-000101 - Alternate Key 8642113


Parcel 1-3 of Subject Property (Main Sewer Treatment Plant Parcel):
Building Misc. Total Tax + Non Ad Valorem = Total Tax Tax


Year Land Imprv. Imprv. Assessment Burden Assessments Burden Millage


2011 $534,000 $85,911 $119,030 $375,000 $4,068.03 $0.00 $4,068.03 10.84810


2012 $534,000 $83,936 $113,673 $375,000 $4,124.38 $0.00 $4,124.38 10.99840


2013 $534,000 $83,936 $113,355 $375,000 $4,091.15 $0.00 $4,091.15 10.90980


2014 $534,000 $80,973 $113,036 $375,000 $3,962.53 $0.00 $3,962.53 10.56670


Monroe County Tax Collector


6755 5th Street, Stock Island, Monroe County, FL 33040


Parcel No. 00123850-000100 - Alternate Key 8648821


Parcel 4 & 5 of Subject Property (Lift Stations near Berstein Park):
Building Misc. Total Tax + Non Ad Valorem = Total Tax Tax


Year Land Imprv. Imprv. Assessment Burden Assessments Burden Millage


2011 $37,886 $0 $0 $10,708 $213.04 $0.00 $213.04 10.84810


2012 $37,886 $0 $0 $11,778 $225.09 $0.00 $225.09 10.99840


2013 $37,886 $0 $0 $12,955 $233.10 $0.00 $233.10 10.90980


2014 $36,533 $0 $0 $14,250 $231.39 $0.00 $231.39 10.56670


Total % Total Tax %


Year Assessment Change Burden Change


Totals 2011 $385,708 $4,281.07


Totals 2012 $386,778 0.3% $4,349.47 1.6%


Totals 2013 $387,955 0.3% $4,324.25 -0.6%


Totals 2014 $389,250 0.3% $4,193.92 -3.0%


Projected Real Estate Tax Analysis For 2014


$ / S.F.


Total Assessment per Sq. Ft. of Building Area: N/A


Total Assessment per Sq. Ft. of Site Area: $3.88


Total Burden per Sq. Ft. of Building Area: N/A


Total Burden per Sq. Ft. of Site Area: $0.04


REAL ESTATE TAX AND ASSESSMENT AND BURDEN


Based on the 2014 millage rate of $10.56670 per $1,000, the total 2014 assessed value is $389,250 and


the tax burden is $4,193.92 or $0.04 per square foot of the subject’s site area (including Subject Parcel


1, plus two adjoining easements and Parcels 3 & 4 (two lift station pads, adjacent to Bernstein Park).


According to the Monroe Tax Collector’s office, Subject Parcels do not have any delinquent taxes. It


does not appear that a tax appeal is feasible. It does not appear that the other subject easements have


separate property cards from the Monroe County Properly Appraiser’s records and are not presently


taxed separately by the Monroe County Tax Collector.
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DESCRIPTION OF THE SUBJECT PROPERTY


Site Analysis: The subject property of this report is the vacant land and utility easements, which are


owned by Key West Resort Utilities Corporation, a privately owned utility company that provides


wastewater service to the Key of Stock Island, Monroe County, Florida. This utility is operated under


the authority of the State of Florida Public Service Commission. The subject property consists of the


main sewage treatment facilityon Front Street, Stock Island, which encompasses three sewage treatment


plants with a current capacity of 0.499 million gallons per day (MGD) with a planned expansion to 0.849


MGD in 2015. The current site and building improvements include: drying beds, vacuum pump building,


various small electrical, mechanical shop and storage buildings, emergency generator, plus a


manufactured office unit. The subject is a special-purpose property; thus, it has a limited-market due


to its unique design, layout, and construction, which restricts its utility for the specific use as a


wastewater treatment facility. The subject operation is a substantial going-concern that encompasses


the vacuum collection system and services. In the case at hand, my appraisal includes only the subject


land (As if Vacant), per the client’s request. My appraisal report specifically excludes the collection


system, sewer treatment tanks, pumps, lift stations, plus all building and site improvements. The


valuation of the Key West Resort Utilities going-concern, intangible assets, buildings, site


improvements, and furniture, fixture, and equipment as part of the utility operation are valued within the


appraisal report prepared by Hartman Consultants, LLC.


Dimensions and the site area of the subject sewer treatment site, Parcel “A” (SP No. 1) and the adjoining


easements, Parcels “B” (SP No. 2) and “C” (SP No.3) were referenced from a survey performed by


Island Surveying, Inc., Frederick H. Hildebrandt, dated February 19, 1997, with revisions on March 24,


1997 and April 7, 1997, plus a Site Layout plan, prepared by Siemens, Water Technologies, dated July


7, 2006, plus a copy of a survey/site plan that did not indicate an author or preparation date. Any


deviations from the reported dimensions or the calculated areas, plus any further easements and/or


encroachments could result in a change in value.


According to the survey, metes and bounds legal description, the subject main sewer treatment site


consists of a quadrilateral polygon, irregular-shaped parcel encompassing 2.00 acres or 87,120 square


feet of land. The northerly boundary line is 510.80 linear feet, the westerly boundary line is 304.20


linear feet, the southerly boundary line is 234.83 linear feet, while the easterly boundary line is 240.30


linear feet. Only a small point of the parcel actually abuts Front Street. According to the survey, access


to the site is via a non-exclusive access easement, Parcel “C” (Subject Parcel 3) that extends northerly


from the subject site along the westerly side of Front Street. This easement encompasses approximately


9,038 square feet. The survey also depicts Parcel “B” (Subject Parcel 2), which is a 15 foot wide


drainage easement at the southwesterly side of the subject site. This easement encompasses


approximately 3,750 square feet. Copies of the surveys and legal descriptions are located in the Addenda


section of the attached report.
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Subject Parcel 4 (Parcel “M”) has an address of 6755 5th Street, Stock Island (Unincorporated Monroe


County) per the County Appraiser’s office and is located near the intersection of Seventh Avenue and


Fifth Street. The survey indicates that the site dimensions are 15 feet by 16.5 feet resulting in 248 square


feet. It is improved with a 66 square foot CBS pump house building. The contributory value of the


building and site improvements are not included herein.


Subject Parcel 5 (Parcel “N”) also has an address of 6755 5th Street, Stock Island (Unincorporated


Monroe County) per the County Appraiser’s office and is located near the intersection of Nine Avenue


and Fifth Street. The address is not likely accurate for this parcel. The survey indicates that the site


dimensions are 10 feet by 20 feet resulting in 200 square feet. It is improved with a 55 square foot CBS


pump house building. The contributory value of the building and site improvements are not included


herein.


Subject Parcels 6 through 10 are located within the Lincoln Gardens No. 1 and No. 2 Subdivision, Plat


Book 5, Pages 89 and 90, Stock Island (Unincorporated Monroe County), respectively. There are five


blocks (A through E), which each have 50 lots per block. The sewer easements are six feet wide and


run across the north side (or rear yard) of the 25 southerly lots on each block. The dimensions are


approximately 6 feet wide by 992 feet in length resulting in 5,952 square feet for each block. The lift


station on Block D is below ground. The contributory value of any site improvements are not included


herein.


Subject Parcels 11 through 14 are located within the Lincoln Gardens No. 2 Subdivision, Plat Book 5,


Pages 90, Stock Island (Unincorporated Monroe County). There are two adjacent blocks (F & G). Block


F has 30 lots, while Block G has 60 lots. The first sewer easement is six feet wide and runs across the


north side (or side yards) of Lot 8 and 53 of Block G. The dimensions are approximately 6 feet wide


by 92.5 feet in length per lot (total of 185 linear feet) resulting in 1,110 square feet. The second


easement is 15 feet wide and runs across the north side (or side yard) of Lot 8 of Block F. The


dimensions are approximately 15 feet wide by 92.5 feet in length resulting in 1,388 square feet. There


is a lift station within this easement. The third sewer easement is six feet wide and runs across the north


side (or side yards) of Lot 23 and 38 of Block G. The dimensions are approximately 6 feet wide by 92.5


feet in length resulting in 1,110 square feet. The second easement is 15 feet wide and runs across the


north side (or side yard) of Lot 23 of Block F. The dimensions are approximately 15 feet wide by 92.5


feet in length resulting in 1,388 square feet. There is a lift station within this easement. The contributory


value of any site improvements are not included herein.


Subject Parcel 15 has an address of 6620 Maloney Avenue, Stock Island (Unincorporated Monroe


County), part of Unit 16, Pine & Palm Trailer Park, A condominium. According to the client, the lift


station pad is10 feet by 15 feet resulting in 150 square feet. The contributory value of any building and


site improvements are not included herein.
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Subject Parcel 16 has an address of 6401 Maloney Avenue, Stock Island (Unincorporated Monroe


County) at Boyd’s Campground, a large RV resort and campground. According to the client the lift


station pad is10 feet by 15 feet resulting in 150 square feet. The contributory value of any building and


site improvements are not included herein.


Subject Parcel 17 has an address of 6401 Maloney Avenue, Stock Island (Unincorporated Monroe


County) adjacent to Roostica and the Dolphin Deli restaurants, and a laundromat part. According to the


client, the lift station pad is10 feet by 15 feet resulting in 150 square feet. The contributory value of any


building and site improvements are not included herein.


Subject Parcel 18 has an address of 5501 College Road, Key West adjacent to Monroe County


Detention Center. According to the client, the lift station pad is 20 feet by 20 feet resulting in 400 square


feet. The contributory value of any building and site improvements are not included herein.


Subject Parcel 19 has an address of 5555 College Road, Key West adjacent to Sunset Marina. According


to the client, the lift station pad is 10 feet by 15 feet resulting in 150 square feet. The contributory value


of any building and site improvements are not included herein.


Subject Parcel 20 has an address of 6450 College Road, Key West within the Key West Golf Club Home


Owner’s Association and adjacent to the maintenance structure within the planned unit development.


According to the client, the lift station pad is 15 feet by 15 feet resulting in 225 square feet. The


contributory value of any building and site improvements are not included herein.


Subject Parcel 21 has an address of 6450 College Road, Key West within the Key West Golf Club


adjacent to Hole 11, and adjacent to College Road. According to the client the lift station pad is 15 feet


by 15 feet resulting in 225 square feet. The contributory value of any building and site improvements


are not included herein.


Subject Parcel 22 has an address of 5200 College Road, Key West, adjacent to Bay Shore Manor.


Bayshore Manor is a multipurpose assisted-living facility operated by Monroe County and serves as a


residential facility for the elderly residents of Monroe County. According to the client, the lift station


pad is 15 feet by 15 feet resulting in 225 square feet. The contributory value of any building and site


improvements are not included herein.


Subject Parcels 23-26 have an address of 6450 College Road, Key West within the Key West Golf Club.


These sewer easements extend throughout the golf course. Subject Parcel 23 (Easement “A”)


encompasses 88,108 square feet or 2.02 acres. Subject Parcel 24 (Easement “B”) contains 5,814 square


feet or 0.13 acres. Subject Parcel 25 (Easement “C”) consists of 61,175 square feet or 1.40 acres.


Finally, Subject Parcel 26 (Easement “D”) is comprised of 12,994 square feet or 0.30 acres.
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To summarize, the subject property has 14 sewer easements and lift station pads or small sites in South


Stock Island, which is part of Unincorporated Monroe County. The 16 total easements (including the


two adjacent to the main plant) in South Stock Island total approximately 48,422 square feet or 1.11


acres. The sewer collection system extends across the Overseas Highway also known as U.S. Highway


No. 1 into North Stock Island. North Stock Island is within the boundaries of the City of Key West.


There are five easements for lift stations (1,225 total square feet), plus four large easements throughout


the Key West Golf course with a total of 168,091 square feet or 3.86 acres. Overall, the subject property


consists of 2 acres of an owned, fee simple industrial tract, plus 25 easement parcels that contain a total


of 5 acres. Thus, the total subject site area is 7 acres of upland.
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Future Subject Subject


Zoning Land Use Site Size (SF) Site Size (Acres)


MI MC 87,120 2.00


MI MC 3,750 0.09


MI MC 9,038 0.21


PR R 248 0.01


PR R 200 0.00


URM RH 5,952 0.14


URM RH 5,952 0.14


URM RH 5,952 0.14


URM RH 5,952 0.14


URM RH 5,952 0.14


URM RH 1,110 0.03


URM RH 1,388 0.03


URM RH 1,110 0.03


URM RH 1,388 0.03


URM RH 150 0.00


RV MC 150 0.00


MU MC 150 0.00


PS PS 400 0.01


CG CG 150 0.00


PRD MDR 225 0.01


PRD MDR 225 0.01


PS PS 225 0.01


PRD MDR 88,108 2.02


PRD MDR 5,814 0.13


PRD MDR 61,175 1.40


PRD MDR 12,994 0.30


304,878 7.00


87,120 2.00


217,758 5.00


Subject


Parcel Nos. Location Key Parcel Description


1 6630 Front Street Stock Island "A" KWRU STP Main Site


2 6630 Front Street Stock Island "B" Drainage Easement (Rear)


3 6630 Front Street Stock Island "C" Non-Exclusive Access Easement (Fronts on Street)


4 7th Ave. & Fifth St. Stock Island "M" Utility Easement: Lift Station (Fronts on Street)


5 9th Ave. & Fifth St. Stock Island "N" Utility Easement: Lift Station


6 Blk A Lincoln Gardens Stock Island Block "A" Utility Sewer Easement (Rear)


7 Blk B Lincoln Gardens Stock Island Block "B" Utility Sewer Easement (Rear)


8 Blk C Lincoln Gardens Stock Island Block "C" Utility Sewer Easement (Rear)


9 Blk D Lincoln Gardens Stock Island Block "D" Utility Sewer Easement (Rear)


10 Blk E Lincoln Gardens Stock Island Block "E" Utility Sewer Easement (Rear)


11 Blk G, Lots 8 & 53 Lincoln Gardens Stock Island Block "G", Lots 8 & 53 Utility Sewer Easement (Side Yard)


12 Blk F, Lot 8 Lincoln Gardens Stock Island Block "F", Lot 8 Utility Sewer Easement (Side Yard)


13 Blk G, Lots 23 & 38 Lincoln Gardens Stock Island Block "G", Lots 23 & 38 Utility Sewer Easement (Side Yard)


14 Blk F, Lot 23 Lincoln Gardens Stock Island Block "F", Lot 23 Utility Sewer Easement (Side Yard)


15 Lift Station Pines & Palms Sub. Stock Island Pine & Palm Utility Easement: Lift Station


16 Lift Station Boyd's Campground Stock Island Boyd's Campground Utility Easement: Lift Station


17 Lift Station Dolphin Deli Stock Island Dolphin Deli (Mongelli) Utility Easement: Lift Station


18 Lift Station MC Detention Center Stock Island Detention Center Utility Easement: Lift Station


19 Lift Station Sunset Marina Stock Island Sunset Marina Utility Easement: Lift Station


20 Lift Station KWGC HOA Stock Island KWGC HOA Utility Easement: Lift Station


21 Lift Station KWGC Stock Island KWGC Utility Easement: Lift Station


22 Lift Station Bayshore Manor Stock Island Bayshore Manor Utility Easement: Lift Station


23 KWGC Easement "A" Stock Island KWGC Utility Sewer Easement


24 KWGC Easement "B" Stock Island KWGC Utility Sewer Easement


25 KWGC Easement "C" Stock Island KWGC Utility Sewer Easement


26 KWGC Easement "D" Stock Island KWGC Utility Sewer Easement


Totals:


Total Fee Simple:


Total Easements:


Summary of Subject Parcels


A summary of the 26 parcels is as follows.


A location map of the subject parcels and the approximate distance of the easements to the main sewer


treatment plant facility is as follows.
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LOCATION MAP


Appraisal Company of Key West Page 32







An Appraisal Report Key West Resort Utilities, Stock Island, FL


Topography: Although no soil engineering report was made available to appraiser, it appears that the


subject parcels and most of the properties in the immediate neighborhood show no signs of any


subsurface instability. The subject sites are generally level and slightly above grade, with adequate


drainage. A geographical survey was not provided by the client.


Census Tract: According to the preliminary Monroe County 2010 Census Maps, the subject parcels on


North Stock Island with the City of Key West’s city limits are located in Census Tract Number 9719,


while the subject parcels on South Stock Island with Unincorporated Monroe County are located in


Census Tract Number 9718.


Flood Zone: The subject parcels are located in Flood Zone Areas AE, Elevations 8 or 9 feet, as defined


bythe Federal EmergencyManagement Agency, Flood Insurance Rate Maps of Monroe County, Florida,


Map Number 12087C1528K, dated February 18, 2005. Monroe County participates in a National Flood


Insurance Program and is covered by a regular program. An elevation certificate was not provided for


the subject parcels.


Environmental Factors: An environmental screening, audit or site assessment report was not made


available for the subject parcels. In this appraisal assignment, the existence of potentially hazardous


material used in the construction or maintenance of the properties, such as the presence of radon,


asbestos insulation polychlorinated biphenyl, petroleum leakage, chemical additives, and existence of


toxic waste, which may or may not be present on the property, has not been considered. The appraiser


is not qualified to detect such substances. The main sewer treatment plant parcel includes an above


ground, 230 gallon fuel (diesel) storage tank within a CBS containment area. Furthermore, it is a large


wastewater treatment facility with a large collection system. I have assumed that the subject parcels do


not have any environmental concerns requiring clean-up or remediation.


ADA Compliance: The Americans with Disabilities Act ("ADA") became effective January 26, 1992.


The appraiser has not made a specific survey or analysis of this property to determine whether or not it


is in conformity with the various detailed requirements of the ADA. It is possible that a compliance


survey of the property, together with a detailed analysis of the requirements of the ADA, could reveal


that the property is not in compliance with one or more of the requirements of the Act. If so, this fact


could have a negative effect upon the value of the property.
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HIGHEST AND BEST USE


In the Dictionary of Real Estate Appraisal, Fifth Addition (2010), Highest and Best Us is Defined as:


"The reasonably probable and legal use of vacant land or an improved property, which is physically


possible, appropriately supported , financially feasible, and that results in the highest value "


The four specific criteria that must be met for highest and best use are:


Physical Possibility-that is the physically possible use or uses for the site.


Legal Permissibility-that is the uses legally permitted typically by zoning.


Financial Feasibility-that is the probable and permissible uses, either singly or with multiple uses, that


will produce a net return to the site.


Maximum Productivity-that is the use or uses that will offer the highest return.


"The definition immediately above applies specifically to the highest and best use of the land. It is to be


recognized that in a case where a site has existing improvements on it, the highest and best use may very


well be determined to be different from the existing use. The existing use will continue, however, unless


and until land value at its highest and best use exceeds the total value of the property in its existing use.


Implied within these definitions is recognition of the contribution that a specific use to a community


environment or to community development goals provides in addition to wealth maximization of


individual property owners. Also implied is that the determination of highest and best use results from


the appraiser's judgment and analytical skill, i.e., that the use determined represents an opinion, not a fact


to be found. In appraisal practice, the concept of highest and best use represents the premise upon which


value is based. In the context of most probable selling price (market value) another appropriate term to


reflect highest and best use would be most probable use. In the context of investment value an alternative


term would be "most profitable use."


The Highest and Best Use of the land as if vacant and available for use may be different from the Highest


and Best Use of the improved property. This is true when the improvements do not constitute an


appropriate use. The existing use will continue unless and until land value in its Highest and Best Use


exceeds the sum value of the entire property in its existing use and the cost to remove the improvements.


Since the appraisal of the subject property is based on a particular premise of use, the Highest and Best


Use analysis determines just what this premise of use should be. A Highest and Best Use analysis


consists of considering the Highest and Best Use of a property under two assumptions: (1) with a vacant
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and available site and (2) with the property as improved. These two assumptions on Highest and Best


Use are correlated into one final estimate of Highest and Best Use. In the case at hand, I am appraising


the subject property overall, As If Vacant, per the client’s request. The smaller light station easements,


plus sewer collection easements are ideally situated as such, but would need to be combined with


adjoining parcels to offer greater utility for commercial or residential development.


Possible Use - The physical aspects of the land impose the first constraints on any possible use of the


property. The main sewer treatment site is slightly irregular in shape; however, it does have adequate


access, especially considering the access easement along Front Street. Based on the site size and layout,


various land uses are possible. The smaller lift station and narrow easements would have to be


incorporated with the parent or adjacent parcels for commercial and/or residential redevelopment.


However, these easements are absolutely necessary for the residential subdivisions, commercial and


public uses, especially the Key West Golfcourse, which could not operate without the reuse water. The


These existing features of development support the physically possible and desirable development of


a utility for sewer and water service, which offers proof of the subject's easements and owned parcels


for this desirable, physically possible, special use that provides connectivity to the customers and the


suppliers of reuse water and sewage treatment.


Legally Permissible Use - The subject wastewater treatment plant and sewage collection system services


the Stock Island community. The parcels are located within various zoning districts in Unincorporated


Monroe County in South Stock Island and the City of Key West in North Stock Island. Wastewater


utilities are a conditional to major conditional use in the various zoning districts. The subject use is


legally permissible, but would have to go through the planning board and city/county board of


commissioners approval process, in addition to environmental approval process. The extensive list of


permitted uses, conditional uses, density, intensity, and dimensional regulations within the various


zoning districts have been retained in the work file.


Feasible Use - Vacant land in the Stock Island market area is in great demand with a recent rebound in


values, as this Key is mostly built-up. The current use of the land is basically a monopoly as there is not


a competing wastewater provider in Stock Island. Sewer Utilities are generally low risk due to a captive


customer base and reliable income stream. The collection system costs and upgrades should be recovered


by customer charges, although price increases must pass public service commission review and


approvals. As a result, it is financially feasible.


Maximally Productive/Most Profitable Use:


Given the assemblage factor of the main parcel and various sewer easements, development of a


wastewater utility with a main sewage treatment plant and a collection system spanning all of Stock


Island is the Highest and Best Use of the subject parcels, as if vacant. The main parcel is one of the few


industrial zoned tracts in the Lower Keys. The utility is vital to the commercial and residential uses in


Stock Island and continued operation of the Key West Golf Course would not be possible with the
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availability of the substantial reuse water supply. Alternative sewage treatment connections are not


available to the 4,200 customer base; thus, the subject operation is a viable monopoly with stable


demand to keep the system operational. The collection system is efficient and no other use can


reasonably compete with the special character and function of the easements in providing connectivity


with the customer base and the main plant. The easements vary in size for the various pump and lift


station platforms, but their overall function and utility are vital. There appears to be no alternative


routing for the subject easements that would prove to be a more efficient for the current, privately


owned, utility.


Legal Restrictions: Easement descriptions, except for the small lift station sites are available, and have


been utilized to determine the size and shape of the easements as applied to their value and function. The


subject is a privately owned utility, which is subject to county, state and federal laws with specific


requirements for performance. The subject is a monopoly for a single purpose use.


APPRAISAL DEVELOPMENT AND REPORTING PROCESS


SCOPE OF WORK


The scope of the appraisal is to appraise the fee simple interest in the main sewer treatment plant site,


as well as, the easements owned by the Key West Resort Utility, Corporation, a privately operated


wastewater utility. The subject is a special-purpose property; thus, it has a limited-market due to its


unique design, layout, and construction, which restricts its utility for the specific use as a wastewater


treatment facility. The subject operation is a substantial going-concern that encompasses the vacuum


collection system and services. In the case at hand, my appraisal includes only the subject land (As if


Vacant), per the client’s request. This report specificallyexcludes the collection system, sewer treatment


tanks, pumps, lift stations, plus all building and site improvements. The valuation of the Key West


Resort Utilities going-concern, intangible assets, buildings, site improvements, and furniture, fixture,


and equipment as part of the utility operation are valued within the appraisal report prepared by Hartman


Consultants, LLC. This multi-parcel appraisal report is a supplement to the overall valuation of the


whole utility prepared by Hartman Consultants, LLC.


There are three typical approaches to value to consider in each appraisal assignment. The three


traditional approaches to value are the Cost Approach, the Direct Sales Comparison Approach and the


Income (Direct Capitalization and/or Discounted Cash Flow) Approach. The three approaches to value


are not always applicable to the assignment; however, the three approaches to value are always


considered.


All appraisals begin by identifying the subject property (property to be appraised) and the appraisal


problem. Data relevant to the subject property is obtained from various sources including but not limited


to: the Monroe County Tax Appraiser’s Office, surveys, building plans and specifications and the
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property owner. If possible, more than one source is utilized to confirm information. Improvements,


if applicable, are inspected and measured by the appraisers. If and when building plans or sketches are


made available, the measurements are verified for accuracy. Land size is based on recorded plat maps,


Monroe County public records, legal descriptions or surveys (when available). The local geographical


market was researched and analyzed.


The appraiser describes the building improvements in detail, if applicable; these descriptions are based


on a physical inspection and/or plans and specifications. The appraiser is not a contractor nor structural


engineer; therefore, structure soundness or damage cannot be warranted. The appraiser will note any


apparent or potential problems such as deferred maintenance, water damage or spalding. In the case at


hand, my assignment is to value the land only, as the site and building improvements, plus furniture,


fixtures, equipment and the intangible assets of the whole wastewater utility are being appraised by


Hartman Consultants, LLC.


The Cost Approach consists of combining the estimated value of the land, based on comparable sales,


with the depreciated value of the improvements. The vacant land sales are always inspected. The cost


of the improvements is estimated by utilizing a cost service, Marshall and Swift, plus knowledge of costs


to construct obtained from local contractors.


If applicable, exterior site visits of the comparable improved sales are always made; interior walk-


through visits are made when possible. Sales prices for the comparable sales are obtained from the


public records. Prices are customarily confirmed with a party to the transaction, i.e., buyer, seller,


closing agent/attorney, or real estate agent. The public records are researched for mortgage terms and


information.


The comparable sales are researched utilizing First America Real Estate Solution and Realist.com,


(FARES), Rapattoni and LoopNet.com are computerized MLS (Multiple Listing System). All sources


use data from the Monroe County Property Appraiser’s Office, as well as, from the public records. The


data is verified and compiled into sale sheets located within this report. Additional data sources include:


newspaper clippings and the National Multiple Listing Service. Real estate agents in the market area


are interviewed for the most current information on sales and listings. All of the information is analyzed


in preparing the report and is utilized in supporting the indicated value.


The reader of the appraisal should be made aware that the valuation contained herein is based on a


specific date. The value estimated on the specified valuation date will likely differ from the value one,


two or three years in the future or in the past. The reader is advised to review the Assumptions and


Limiting Conditions in Section, as well as, the Certificate of Value.


Finally, the three indicated values developed by the approaches, are reconciled to produce the final esti-


mate of value. A brief description of each of the approaches to value follows:
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THE COST APPROACH


The Cost Approach is determined by taking the value of the land and adding to it the depreciated value


of the present improvements. A separate land analysis is done to determine the value of the land. This


approach is based on the Principle of Substitution, which states that a purchaser will not pay more for


an existing property than the cost to reproduce it, in a similar area, assuming that it could be reproduced


without delay.


The Cost Approach is a method in which the value of a property is derived from creating a substitute


property with the same utility as the subject property. In the Cost Approach, the appraiser must estimate


the market value of the subject site as if vacant, by using the Sales Comparison Approach, then estimate


the reproduction or replacement cost new of the improvements. Depreciation from all sources is


estimated and subtracted in this appraisal from replacement cost new of the improvements. The


depreciated replacement cost of all improvements is then added to the estimated site value with the


results being an indicated value by the Cost Approach,


In the case at hand, the Cost Approach was considered, but deemed not applicable as the buildings and


site improvements are not included in my appraisal assignment, as the fair market value of the total


assets of the Key West Resort Corporation is included in the whole utility appraisal prepared by Hartman


Consultants, LLC.


THE INCOME APPROACH:


The Income Approach to value presumes that no prudent buyer will pay more for the subject property


than the capitalized rental value attainable through ownership of the property. The buyer will only be


willing to pay the present value of what he considers those future benefits to be. This approach is


considered to be the strongest indicator of current fair market value when the property is purchased as


an income-producing property having a reliable historical cash flow. The subject was built and has


historically been utilized as an owner-user property.


Market rents for easements that serve the public interest, health, safety, and welfare are limited to


non-existent, especially easements for the a special purpose, such as wastewater infrastructure and


collection system. Therefore, the Income Approach was considered, but deemed not applicable in the


case at hand. Per the client’s request, my assignment is to appraise the subject parcels, “as if vacant”;


thus, estimate the land value only.


THE SALES COMPARISON APPROACH


This approach is also based on the Principle of Substitution. When applied, it states that when similar


(comparable) properties in similar locations are adjusted for any dissimilarities, the value from these


comparable properties can indicate an estimate of value. There have been no recent sales proximate to
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the subject of waste water treatment facilities of only the real property. The sewage treatment plant that


services Key Haven was sold to Florida Keys Aqueduct Authority for over $2 million; however this


transfer also considered the business value of going-concern of the private utility. A nominal amount


was recorded for the plant and site. However, there has been an active market for commercial land sales


within the Stock Island market area.


The valuation of vacant land is usually best achieved by the Sales Comparison Approach. The


application of this approach produces a value estimate for land and easements by comparing them with


similar properties that have recently sold or granted easements for a given price, in the same or


competitive neighborhoods with similar uses. Typically, the appropriate unit of measure or comparison


is the sales price per square foot or acre. The reliability of this valuation data is dependent upon the


comparability of each land sale to the subject, market conditions at the time of sale, and conditions of


sale (concessions/entitlements, etc.). Fortunately, there is a significant amount of commercial land sales


data in the Stock Island market, along with a large amount of Right-of-Waysales, plus acquisitions made


in the Upper Keys for connection to a central wastewater treatment facility.


Conclusion:


In the case at hand, the Sales Comparison Approach is believed to be the most reliable, accurate,


sufficient, and credible method of valuing the subject fee simple land value and easements. The Cost


Approach does not apply as the building and site improvements are not included in this valuation. The


Income Approach would more readily apply to the property as a whole (value of the total assets, both


tangible and intangible of the utility). As a result, the Sales Comparison Approach is as follows.
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THE SALES COMPARISON APPROACH


This approach to value is based upon the principal of substitution; that is, when a property is placed in


the market, its value tends to be set at the cost of acquiring an equally desirable substitute property,


assuming no costly delays in making the substitution. These sales are analyzed and compared to the


subject property. The Sales Comparison Approach bases its value indication on recent sales that are


pertinent to the value of the subject property. From these comparable sales, the appraiser must extract


meaningful "common denominators" to be applied to the subject building. Typically, the sale price per


square foot of the land area, and the overall sale price are the most common denominators used in


estimating the value of the properties similar to the subject.


Market Data Analysis:


A thorough search was conducted for commercial vacant land sales in the subject’s market area.


Extensive research has indicated recent, reliable commercial land sales. The subject property (main


sewer treatment plant and sewer utility easements) is proposed to be purchased by Florida Keys


Aqueduct Authority (FKAA). I have also analyzed right-of-way sales with limited utility, purchased by


mostlyprivate adjacent land owners, plus commercial land sales in the Upper Keys, which were acquired


for the new sewer collection system in Islamorada. Furthermore, I researched sales of small sites of


excess land in the Key West Golf Club planned unit development.


Land Valuation of Subject Property Main Site (Subject Parcel No. 1):


A thorough search was conducted for recent sales of similarly zoned land in the Stock Island market


area. I have utilized available land sales within the subject property’s market area and within similar


zoning districts. The comparable sales in the subject's immediate area available for analysis are reported.


I feel these sales provide the best available indication of site value. Since the subject main tract is a large


light industrial use. Due to the lack of recent dry, Maritime Industries zoned vacant parcels, I have also


researched sales within the MU, mixed-use and I , Industrial zoning districts.
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Commercial Land Comparable Sales
Total Less Less Land Upland Upland Adjusted Adjusted


Comp. Sale Sales ROGO Improv. Price Size Water Size Price/SF of Price/Acre of


No. Adress/Key Date Price Adj. Adj. Adj'd Sq. Ft. Front Acres Land Area Land Area Zoning


1 5948 Peninsular Avenue, Stock Island Pending $2,000,000 $0 $0 $2,000,000 23,451 1 0.54 $85.28 $3,703,704 MU


2 6500 Front Street, Stock Island 08/21/14 $2,400,000 $0 -$80,000 $2,320,000 131,600 1 3.02 $17.63 $768,212 MI


3 6840 Front Street, Stock Island 05/27/14 $3,000,000 $0 -$500,000 $2,500,000 40,657 1 0.93 $61.49 $2,688,172 MI


4 5610 Overseas Highway, Stock Island 03/07/14 $2,300,000 $0 $0 $2,300,000 109,341 0 2.51 $21.04 $916,335 UC


5 5950 Peninsular Avenue, Stock Island 06/13/13 $4,750,000 -$1,280,000 -$75,000 $3,395,000 349,351 1 8.02 $9.72 $423,317 MU


6 5655 MacDonald Avenue, Stock Island 09/30/11 $650,000 -$110,000 $0 $540,000 25,000 0 0.57 $21.60 $947,368 MU


Subj. 6630 Front Street, Stock Island NA NA NA NA 87,120 0.75 2.00 NA NA MI


Valuation Date: 11/18/2014 Mean 113,233 2.60 $36.13 $1,574,518


Median 74,999 1.72 $21.32 $931,852


Minimum 23,451 0.54 $9.72 $423,317


Maximum 349,351 8.02 $85.28 $3,703,704
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COMPARABLE SALES MAP
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Discussion of Improved Commercial Property Land Sales:


Each of the comparable sales was analyzed in order to make comparisons to the subject property. Each


of the sales is discussed below:


Land Sale No. 1 - 5948 Peninsular Avenue, Stock Island, Alternate Key Nos. 1160407, 1160415,


1160423: This is the pending sale (closing mid-December) of the old Hickory House property from


Monroe County to well known Florida Keys developer, Pritam Singh. The purchase price is $2 million.


The sale will be cash to seller and is an arm’s length transaction. Mr. Singh is redeveloping the adjacent


Oceanside Marina property. Monroe County has requested proposals or bids for purchase numerous


times with a small pool of bidders due to its limited access and exposure from Maloney Avenue. The


zoning is MU, Mixed Use with a future land use of MC, Mixed Commercial use. The pending


transaction was verified with the seller and buyer. This parcel has been appraised by my office in the


past.


A survey, performed by Frederick H. Hildebrandt, dated November 17, 1997, updated March 9, 1999,


indicated that this parcel contains a total of 23,451 square feet of upland land area. The irregular-shaped


waterfront site is comprised of three contiguous lots, Lot s30, 31 and the Westerly one-half of Lot 32,


Block 46, Stock Island Maloney Subdivision, Plat Book 1, Page 55. The subject site fronts


approximately 125.0 feet along a private driveway on the property’s easterly boundary and extending


approximately 165.0+ feet along the northerly side of Peninsular Avenue. The property’s westerly


boundary appears to meander approximately 150 feet along a deep water channel that has direct Atlantic


Ocean access.


The property is improved with a 2,965 square foot, one-story wood-frame 155 seat restaurant structure,


a one-story, 324 square foot, CBS/masonry Storage building (formerly a fish house), a 747 square foot


one-story wood-frame structure used as office/storage and a 485 square foot one and one-half story


structure used for storage with a three-fixture restroom on the second level. The property contains a total


gross building area of 4,521 square feet, plus approximately 1,020 square feet of patio/decking, used for


dining which was built in 1958, per public records. According to the Monroe County Tax Assessors


records, the structures were built in 1958. However, the property has been vacant for about eight years


and is in disrepair. The property was originally purchased for public water access and park, but with the


onset of the recession, budget concerns, and the limited access of the property, Monroe County decide


to sell the property. Monroe County purchased the property for $3,125,000 at the height of the market


November 28,2006. Mr. Singh has indicated that the buildings and site improvements have no


contributory value to him.
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Land Sale No. 2 - 6500 Front Street, Stock Island, Alternate Key No. 8630166: This is the recent


sale of a large vacant commercial waterfront tract containing 134,600 square feet or 3.09 acres of upland


area, plus 1.61 acres of submerged land. This comparable is an extremely irregularly-shaped lot known


as the “Boot” due to its unusual shape. This property has limited access from Front Street but wraps


around the westerly portion of the subject site and has extensive water frontage along Safe Harbor. The


property has historically been utilized for commercial fishing with a large amount of dockage and trap


storage on the upland. This property has a minimal amount of building area, 1,186 square feet. The


contributory value of the building improvements were estimated at $80,000. This nominal amount was


deducted in order to arrive at the extracted land value. The site area and building area is as reported from


the Monroe County Tax Appraiser’s records.


This property recently sold for $2.4 million and closed on August 21, 2014. This sales was arm’s length


with cash to the seller and conventional institutional financing. The grantors/sellers were Joseph R.


Rackman and Jeffrey W. Bolotin, as Trustees of the Island Trust Agreement, dated March 10, 1989 to


the grantee/buyer, Safe Harbor Seafood, LLC (Ricardo Diaz, Managing Member). The zoning is MI,


Maritime Industries with a future land use of MC, Mixed Commercial use. The transaction was verified


with the closing agent. This land sale has a 50-year restriction that the property shall be exclusively used


as a working marina and the upland can not be redeveloped with non-water-dependent commercial


activities, including hotels, motels or transient uses. The dockage can not be used as live-aboards or


transiently. After 10 years, an application for non-Traditional Working Waterfront Uses may be applied


for with the County. As a result, the redevelopment potential of this property is restricted and it appears


to be reflective in the sales price.
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Land Sale No. 3 - 6840 Front Street, Stock Island, Alternate Key Nos. 1157651: This is the recent


transaction/agreement of a deep water access commercial property a few blocks southerly from the


subject property. This property recently sold for $3 million and it closed on May 27, 2014. This sale was


an arm’s length transaction with cash to the seller and private financing. Conventional financing will


eventually replace the private financing. The subject was bank-owned at the time of sale, Special


Acquisitions VIII, Inc. (Capital Bank). The property was part of a large scale $200 million plus


redevelopment of properties bordering Safe Harbor. Due to the recession and very high assemblage


prices, the project stalled and foreclosures took place. This property was on the market for 392 days.


The buyer was 6840 Marina, LLC (Joe O’Connell and Noah Singh, managing members). The zoning


is MI, Maritime Industries a future land use of MC, Mixed Commercial use. The transaction was


verified with the buyers and listing agent. This property has been appraised by my office prior to the


transaction on numerous occasions. Based on a detailed inspection, the estimated contributory value of


the building improvements ($500,000) was deducted from the sales price ($3 million) in order to arrive


at the extracted land value ($2.5 million) for this comparable.


This comparable consists of a commercial marina fishing use property, plus ownership of the adjacent


bay bottom or submerged land. The upland portion of the property contains approximately 40,657


square feet or 0.93 acres. The submerged land portion of the property contains approximately 211,266


square feet or 4.85 acres. The upland area of the property is improved with a one-story CBS/masonry


building containing 5,103 square feet of gross building area, which is utilized as an office,


fish/crustacean processing and packing facility, walk-in cooler/freezer and storage area, plus a small


retail fish market and second level recently finished office space. The site is also improved with a


concrete pier that extends approximately 75 feet into the boat basin. The buyer is presently building-out


office and retail space, and eventually a restaurant in the existing building. The submerged land will


likely be developed with a mid-size marina, but with large slips in the future.
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Land Sale No. 4 - 5610 Overseas Highway, Stock Island, Alternate Key No. 1158224: This is the


recent sale of a large vacant commercial tract containing 109,341 square feet or 2.51 acres. This


comparable is an irregularly-shaped lot with 506.76 linear feet along the southerly side of the Overseas


Highway, aka, US Highway, No. 1 and extending southerly with 170.63 feet of frontage along the


easterly side of 3rd Street. This property was bordered by 2nd Street; however, this block of 2nd Street


(202 to 210 linear feet in length) was abandoned by Monroe County and split between this property and


Murray Marine, which is adjacent easterly. This property was recently sold by Keys Federal Credit


Union. They initially purchased the property to develop a central bank office with drive-through.


However, the recession and change in management led to leasing another property. As a result, this


property was sold to CVS. Construction of the new CVS was just completed. This property sold for


$2.3 million and it closed on March 7, 2014 after being listed for a few years and then awaiting for


County approvals while under contract. This sales was arm’s length with cash to the seller and no


financing noted, all cash. The zoning is UC, Urban Commercial with a future land use of MC, Mixed


Commercial use. The transaction was verified with the listing broker and seller. Furthermore, this


parcel was appraised by my office on numerous occasions, along with the adjacent right-of-way that was


purchased by Keys Federal Credit Union and incorporated into the parent tract. This land sale has no
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residential ROGO development, but it did have nonresidential (commercial) floor area ROGO


redevelopment rights. These rights were not considered to be significantly valuable at the time of sale,


due to the site size and zoning.


Land Sale No. 5 - 5950 Peninsular Avenue, Stock Island, Alternate Key No. 1161624: This is


commonly known as the Oceanside Marina, the former developer changed the name to King’s Pointe


Marina for two to three years. The overall property encompasses 10.13 acres of upland and 9.971 acres


of submerged land, resulting in a gross acreage of 19.84. The prior developer, Mr. Doug Walker


purchased the property in 1993 from the lender who foreclosed on the property. Subsequently, in the


mid to late 90s the marina was converted to a dockominium and the individual slips were sold at a rapid


pace. Subsequently, a residential condominium project was developed and sold-out. Finally, a 52-unit


dry barn was built and sold-out as a rackominium. In 2004, 8.02 acres of upland which was improved


with 50,805 square feet of gross building (not including rackominium), plus 6.45 acres of submerged


land was sold to the Keys Caribbean/Cortex development group, who had plans for redevelopment of


upland with a new boat barn, 32 luxury townhomes, plus 8 new 70 foot wet slips. In addition, the marina


front restaurant was converted to a private club, which closed after one year. The redevelopment never


transpired due to the recession and housing slump. The lender finally took the property back over a year


ago. There was little management and capital expenditures for a three to four year period.


The property was bank-owned at the time of sale by Atlas FL SPE, LLC (BB&T). This property was on


the market for 205 days. The buyer was Oceanside Investors, LLC (Pritam Singh, managing member).


The zoning is MC, Mixed Use with a future land use of MC, Mixed Commercial use. The transaction


was verified with the listing broker, buyer and seller. This property has been appraised by my office prior


to the transaction on numerous occasions.


The buyer is now redeveloping the property with 78 new, market rate dwelling units (vacation rentals),


17 new hotel rooms and a new restaurant with up to 150 seats. Mobile home parks have been purchased
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in the Lower Keys in order to transfer ROGOs (transferrable redevelopment rights to this property). A


number of adjustments need to be made to the sales price resulting in the extracted land value.


According to the buyer, the existing marina buildings do not have any contributory value, the fuel dock


and ship store were under performing and in disrepair. Even the Sailfish Club (private club or


restaurant/bar) will be donated and moved to another location. As a result, the value (at the time of sale)


of the ROGO, existing transient entitlements were deducted at 32 units times $40,000 per unit, plus the


value of the five rackominium units (dry boat storage slots) at $15,000 per unit was also deducted


resulting in the adjusted sales price or extracted land value of $3,395,000. This comparable sets the


lower limit of value due to its being a distressed and the timing of the purchase.


Land Sale No. 6-5655 MacDonald Avenue, Alternate Key No. 1158585: This land sale consists of


four contiguous, vacant, scarified lots fronting on the northerlyside of MacDonald Avenue. The property


contains a total of 25,000 square feet with 200 feet of street frontage on MacDonald Avenue. The


property was is not encumbered by any leases. This property sold for $650,000 and it closed on


September 30,2011. This sale was an arm’s length transaction with cash to the seller and no financing


noted, all cash. Monroe County purchased this property from 5671 MacDonald, LLC, R & S of Key


West, Inc., and H-Try, LLC in order to build a new fire station. Construction of the new fire station has


been recently completed. The zoning is MU, Mixed Use with a future land use of MC, Mixed


Commercial use. The transaction was verified with the seller and buyer. Furthermore, this parcel was


appraised by my office multiple times, along with the adjacent right-of-way that was purchased by


Monroe County and incorporated into the parent tract. An approximate 62.5 square foot portion was


subsequently deeded to an adjacent land owner. After the sale, a portion of MacDonald Avenue was


abandoned by Monroe County and an adjacent right-of-way owned by a private land owner was also


purchased and assembled.
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Per a letter from Mr. Townsley Schwab, Monroe County Director of Planning and Environmental


Resources, dated December 17, 2010, confirms the pro-rated development rights for Lots 13-15, Block


31 of MaloneySubdivision based on a prior Pre-application Meeting Letter Of Understanding (PMLOU)


for Lots 9, 12, 13-16, 19 and 20, Block 31, dated November 10, 2004. Per Mr. Schwab, Lots 13-15 have


the pro-rated entitlements of 3 ROGO exemptions per lot and 688.5 square feet of NROGO exemption


per lot. Thus, these three lots have entitlements for a total of 9 ROGOs and 2,065 square feet of NROGO


exemptions. According to the prior PMLOU, Lot 12 has 2 ROGO exemptions. Therefore, the total


entitlements are 11 ROGOs and 2,065 square feet of NROGO exemptions; thereby, superior in


development rights to the subject property. For purposes of comparison to the subject property, the value


of the 11 ROGOs was deducted from the sale price at $10,000 per ROGO or $110,000, which was


reasonable at the time of sale. The estimated value of ROGOs has increased significantly as the


residential market has rebounded since 2011.


Value Conclusion for the Subject Main Site:


Each of the comparable sales was also analyzed based on the following factors to make comparisons to


the subject property. The architecture of Stock Island has developed in a unique and individual manner.


I have analyzed six comparable sales less than one mile from the subject property in Stock Island. Each


sale is considered generally similar to the subject in location within the commercial market area, though


some are superior in water frontage. However, adjustments are required for individual physical


characteristics which typically affect value. Each characteristic is detailed below with an explanation


of adjustments which were made to the comparable sales.


Market Conditions:


Pending Sale No. 1 is scheduled to close in mid-December, while Sale Nos 2 through 4 closed in 2014.


Sale 5 closed in mid-2013. Sale 6 closed in September 2011. It appears that the commercial real estate


market in the Lower Keys and Key West “hit bottom” towards the end of 2011. There has definitely


been an upswing in market activity in 2013 and 2014. Since all of the sales are considered recent and


post recession, no adjustment for changes (depreciation or appreciation) in market (time) conditions are
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warranted in this analysis.


Financing/Condition of Sale:


All of the comparable sales were considered cash equivalent, either cash or owner financing at market


rates. Thus, none of the comparables required adjustment for financing. All the sales were arm’s length


transactions, hence, no adjustments were required for conditions of sale. Sale Nos. 3 and 5 were bank-


owned at the time sale; however, they were marketed for a lengthy period of time. No positive


adjustments were warranted.


Site Size:


There is a fairly wide range of upland land area for the comparable sales. Typically site area has an


inverse relationship to the price per square foot. The differences of the comparable site areas and the


sizes influence on the overall price is analyzed within my regression analysis model.


Waterfront/Water Views:


The subject property is a dry tract, but located about 70 to 90 feet easterly from Safe Harbor; however,


it does have prime water views of Safe Harbor to the south and west. The neighboring “Boot” property


wraps around the subject property along the water. Redevelopment of the adjacent property is severely


limited to working waterfront and commercial fishing. Furthermore, the strip along the waterfront is not


large in depth and the set backs from the waterfront and the subject property would really restrict large


significant development. Thus, it is anticipated that the subject’s views will be preserved. The subject’s


location is superior to non waterfront to typical dry commercial and industrial land. The views and


locations are considered in the ranking of the regression model.


Zoning/Development Rights:


The subject is zoned MI, Maritime Industries, due to its proximity to the working waterfront and the


future land use is Mixed Commercial. Comparables 2 and 3 are located in the same zoning district. All


of the other comparables are located in generally similar zoning districts and the future land uses are the


same. As a result, no adjustments were warranted.


Each of the comparable sales was analyzed and researched with comparable units of measure considered.


In order to eliminate some of the disparities, I analyzed the comparable sales based on a multiple


regression analysis model and found a very reliable correlation between the site size (SF) and water


frontage/views of each comparable used herein.


The x-variables, two independent variables, are the site size (square feet) and the comparables location


within the market area. The y-variable, dependent variable, is the comparable’s adjusted sale price. This


data population sample of the comparable sales indicates a tight correlation which is measured by the


R2 of the data set. In the case at hand, a correlation of +0.73 was indicated. Correlations near 1.0 are
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Subject No./Coefficients $1,114,561.73


Site Area (SF) 1 Waterfront2


Parcel 1 - Xn 87,120 0.75


Bn $4.55 $819,564.03


Summary of Land Valuation


Estimated Site Site Site Site


Subject Property Value (Rnd.) Size S.F. Size Acre $ / S.F. $ / Acre


6630 Front Street $2,130,000 87,120 2.00 $24.45 $1,065,000


considered most reliable; therefore, the subject’s correlation is considered reliable, and the population


sample appears appropriate in myvaluation model and can be considered credible in the units of measure


for the subject property.


“As Is “ Land Value Analysis of the Subject Main Site :


The computer analysis of this model indicated the following value for the subject property:


In equation form, the regression model looks like this:


Y = (X1 X B1) + (X2 X B2) + Intercept


Subject Parcel:


Y = (87,120 x $4.55) + (0.75 x $819,564.03) + ($1,114,561.73) = $2,125,631


Indicated Land Value of the Subject Parcel No. 1 in Fee Simple Estate by the Sales Comparison


Approach, via the Multiple Regression Method, as of November 18, 2014 (Rnd): . . . $2,130,000


Correlation and Conclusion:


The comparables utilized within this analysis of the Subject Parcel 1 site range in sales prices per square


foot of upland area from $9.72 to $85.28 with a mean at $36.13 and a median at $21.32. In general, the


most recent, waterfront sites sold at the upper-end of the spectrum. The multiple regression model


indicates the subject’s land value at $2,130,000 (rounded) or $24.45 per square foot or $1,065,000 per


acre. This estimate is also supported by older Industrial zoned, dry tracts that sold on Rockland Key and


in Marathon. The range was about $850,000 to $1,100,000 per acre or $20 to $25 per square foot.


Valuing the Easements Parcels:


Key Haven Resort Utility Corporation (KWRU) does not have definitive ownership of easement rights


throughout its utility system corridor or collection system. KWRU does not have ownership over County
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or State-Owned right-of-ways. The value of the KWRU owned easements a result of the rights created


by the easement and the cost to acquire the easement for a special purpose. Most easements in utilities


are somewhat restrictive because subsurface pumps and piping prevent construction on the surface and


can only be easily maintained where no surface construction is permissible.


The following Easement Valuation Matrix offers guidance and perspective on the different kinds of


issues and easement uses as they relate to the percentage of value of the fee simple of a parcel.


E A S E M E N T V A L U A T I O N M A T R I X


Percentage


of Fee Comments
Potential Types


of Easements


90%- 100% Severe Impact on surface


use Conveyance of future


uses


Overheadelectric


Flowage easements


RailroadROWIrrigation


canalsAccessroads


75% - 89%
Major impact on surface use


Conveyance of future uses


Pipelines


Drainage easements


Flowage easements


51%- 74% Some impact on surface


use Conveyance of


ingress/egress rights


pipelines


Scenic easements


50%
Balanced use by both owner


and easement holder


Water or sewer lines


Cable line


Telecommuniations


2d%- 49th Location along a property


line location across


non usable Land area


Water or sewer line


Cable lines


11%- 29%


Subsurface or air rights that


have minimal effect on use


and utility


Air rights


Water or sewer line


0% to 10%


Nominal effect on use and


utility


Small subsurface


easement


(Source: Right of Way, May/June 2006, "Easement Valuation" by Donald Sherwood, SR/WA, p. 33)


The ratio of the utility kind of easement values to fee values is either relatively balanced between both


owner and easement holder with the easement percentage of fee value at 50%, but may be as little as


5%-10% when water and sewer lines run along a property line or across non useable land for a small


subsurface easement or as high as 75% when there is an impact on the surface use, in this case pumping


station platforms with enclosures and below ground construction that would restrict surface use of the


property.


With the subject collection and lift station easements the ratio is believed to be at the higher end with


placement of the station pad in the center of the easement. Most of the subject easements are larger with


a lot of vacant area. A 75% ratio appears to be reasonable. Thus, if most of the Fee Simple Commercial
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Comp. Improvement Adjusted Site


No. Address Key Comments Sale Date Sales Price Adjustment Sales Price Area SF


7 Portion of 82100 Overseas Hwy. Islamorada Comm Lot, No Rogos, Public Use (Sewer) 03/12/14 $215,000 $0 $215,000 15,000


8 104450 Overseas Highway Key Largo Waterfront, No Rogos, Public Use (Park) 12/19/13 $5,000,000 $0 $5,000,000 350,012


9 3833 S. Rosesvelt Blvd. Key West Part. Env. Sens., No Rogos, Public Use (Airport) 11/06/13 $500,000 $0 $500,000 65,340


10 92431 Overseas Highway Key Largo Waterfront, No Rogos, Public Use (Sewer) 03/15/10 $200,000 $0 $200,000 28,613


11 95098-95190 Overseas Highway Key Largo Comm Lots, No Rogos, Public Use (Sewer) 09/25/09 $450,000 ($100,000) $350,000 29,732


12 81990 Overseas Highway Upper Matecumbe Waterfront, No Rogos, Public Use (Sewer) 06/05/09 $1,950,000 $0 $1,950,000 123,710


13 80700 Overseas Highway Upper Matecumbe Waterfront, No Rogos, Public Use (Sewer) 06/05/09 $1,850,000 $0 $1,850,000 154,638


14 76153 Overseas Highway Lower Matecumbe Waterfront, No Rogos, Public Use (Sewer) 04/20/09 $2,500,000 $0 $2,500,000 141,570


Effective Date 11/18/14 Mean $1,570,625 113,577


Median $1,175,000 94,525


Minimum $200,000 15,000


Maximum $5,000,000 350,012


Commercial Vacant Land Sales in the Forida Keys, Purchased for Publlic Use
Hwy. Water Adjusted


Front Front Zoning $ / S.F.


0.0 0.0 TC $14.33


1.0 1.0 SC $14.29


1.0 0.0 LDR-C $7.65


1.0 0.0 SC $6.99


1.0 0.0 SC $11.77


1.0 1.0 MU $15.76


1.0 1.0 MU $11.96


1.0 1.0 MU $17.66


$12.55


$13.12


$6.99


$17.66


Parcels in the Stock Island market area are $20 per square foot of site area, then the Easement values should generally be in the $15 per square


foot range ($20 X 0.75 = $15). In order, to estimate the easement land values, I have also analyzed land sales for public use (sewer) in the


Upper Keys, where land values are significantly lower than the Stock Island market area.


The following resume summarizes the comparable land sales.


All of the above sales were purchased for public or quasi-public use. Most of the sales were acquired for the Key Largo Wastewater District


or Islamorada sites for sewer pump stations. The Village of Islamorada will be connected to the Main Sewage Treatment Plant in Key Largo.


The above Fee Simple sales indicate a range per square foot from $6.99 to $17.66 with a mean of $12.55 and a median at $13.12. The sales


at the lower-end of the spectrum have limited development potential other than public use. The Upper Keys has land values of about 30% to


40% less than Stock Island commercial, dry vacant land. These comparables offer support for the subject’s easement parcels.
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Sale # Sale Date Loc./Key D.O.T. Sale Road Front Monroe Cty P.R. Site SF Sale Price Adj. Price $/SF


15 08/22/14 Ramrod Key, FDOT #3707 Resale Yes Book 2700, Page 2005 11,983 $100,000 $100,000 $8.35


16 02/15/13


Stock Island, Pt of


Vacated MacDonld Ave. Yes Yes Book 2613, Page 2144 1,500 $21,000 $21,000 $14.00


17 06/06/12 Big Pine Key, FDOT #3318 Yes Yes Book 2575, Page 488 13,749 $124,000 $124,000 $9.02


18 08/28/08 Key Largo, FDOT #6018 Yes Yes Book 2377, Page 2371 7,500 $56,250 $56,300 $7.51


19 08/29/07 Key Largo Yes Yes Book 2341, Page 1028 6,000 $90,000 $90,000 $15.00


20 08/29/07 Stock Island, FDOT #3866 Yes Yes Book 2318, Page 793 25,338 $380,070 $380,100 $15.00


21 11/13/07 Key Largo Yes Yes Book 2331, Page 1430 1,499 $22,485 $22,500 $15.01


Mean $113,401 $11.98


Median $90,000 $14.00


Minimum $21,000 $7.51


Maximum $380,070 $15.01


11/18/2014


Right of Way Sales


In addition, in order to further support my estimated values for the subject easement parcels, I have


analyzed recent Right-of-Way (ROW) parcels that were considered excess and sold from the Florida


Department of Transportation (FDOT) to private, adjacent land owners. These sales are as follows.


All of the above sales were purchased by private adjacent land owners from the FDOT. These sales have


limited utility and were bought for access, while some of the larger parcels, can be partially used for


additional parking. Most property owners purchased the parcels to control the frontage in front of their


commercial properties. The above ROW sales indicate a range per square foot from $7.51 to $15.01


with a mean of $11.98 and a median at $14.00. The two most reliable sales are Sale Nos. 16 and 20,


which are both located in Stock Island. Sale No. 16 was the sale of part of the right-of-way owned by


a private land owner for $14.00 per square foot for a small 1,500 square foot site. This parcel really has


no utility; however, Monroe County purchased the strip to control it as the adjacent portion of


MacDonald Avenue was abandoned. The County bought Sale No. 6 an adjacent property for $21.60 per


square foot. The purchase of the small ROW parcel indicates a discount of 35%. All of the lots, ROW,


and abandoned street were assembled for the development of the new fire station.


Easement Values on Stock Island:


As a result, I projected land values for the larger subject easement parcels located in South Stock Island


at $13 to $15 per square foot. I further discounted the easement values by 20% as the property rights


are less than Fee Simple. The adjusted values range from $10.42 to $12.61 per square foot, which is


reasonable and about 35% to 50% discount from dry commercial land values in South Stock Island.


Easement Values for the Key West Golf Course:


The Key West Golf Course land is owned by the City of Key West. There is a long-term master ground


lease agreement that expires on June 5, 2080. As a result, a Leasehold Interest exists with Key West
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Golf Club, LLC(KWGC). At this point there are no easement agreements or subleases with Key West


Resort Utilities Corporation (KWRU) per Mr. William L. Smith Jr. and the Key West Golf Club as they


have common ownership. Mr. Smith indicated that a future easement agreement will not require the


KWRU to pay any further fees to KWGC; however, KWRU is responsible for pipe maintenance and


surface conditions must be restored if disturbed due to repairs or replacements. As a result, the proposed


easements throughout the Golf Course would be a Leasehold Interest. A Leased Fee valuation is not


applicable, in the case at hand. However, the reader is cautioned that a title search was not made; thus,


no other encumbrances are considered herein. No personal property has been included herein.


Commercial dry land sales in New Town, Key West are generally in the $30 to $50 per square foot


range. Residential land sales in New Town, Key West have also been in the $30 to $50 per square foot


range. The large subject easements in throughout the Key West Golf Course are within the PRD,


Planned Redevelopment/Development District. Due to their location within the Key West’s city limits


and Golf Course, I estimated land values for these easement at the upper-end of the spectrum at $20 to


$25 per square foot depending on size. I further discounted the easement values by 20% as the property


rights are less than Fee Simple. The adjusted values range from $16.00 to $19.95 per square foot, which


is reasonable and about 40% to 65% discount from commercial and residential land values in New


Town, Key West, which is well-supported and reasonable.


Small (Lift Station Pads or Footprints) Easement Values:


Since these parcels are extremely small 150 to 400 square feet, I researched small excess land sales


purchased by homeowners for extra yard area or carports in the Key West Golf Course planned unit


development. The sales are as follows.
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Sale # Sale Date Lot Use Alt. Key Monroe Cty P.R. Site SF Sale Price Adj. Price $/SF


22 05/06/02 Lot A-354 Excess Land Yard/Pool 8880766 Book 1793, Page 0335 695 $15,000 $15,000 $21.58


23 03/24/05 Lot A-434 Carport Carport 9006944 Book 2107, Page 2494 185 $22,000 $22,000 $118.92


24 09/17/04 Lot A-434 Carport Carport 9006944 Book 2044, Page 1688 185 $17,500 $17,500 $94.59


25 07/10/01 Lot A-434 Carport Carport 9006944 Book 1720, Page 2313 185 $15,000 $15,000 $81.08


26 02/14/03 Lot A-3 Carport Carport 9034972 Book 1870, Page 173 198 $15,000 $15,000 $75.76


27 07/30/01 Lot A-424 Carport Carport 9042529 Book 1915, Page 0122 185 $15,000 $15,000 $81.08


28 07/10/01 Lot A-415 Carport Carport 9006856 Book 1717, Page 1165 182 $13,700 $13,700 $75.27


29 07/10/01 Lot A-419 Carport Carport 9006867 Book 1717, Page 1171 182 $13,700 $13,700 $75.27


30 07/10/01 Lot A-428 Carport Carport 9006922 Book 1717, Page 1189 185 $13,700 $13,700 $74.05


31 07/10/01 Lot A-422 Carport Carport 9006889 Book 1723, Page 1680 185 $15,000 $15,000 $81.08


32 07/10/01 Lot A-415 Carport Carport 9006812 Book 1723, Page 1422 185 $16,500 $16,500 $89.19


33 07/10/01 Lot A-417 Carport Carport 9006845 Book 1725, Page 2316 185 $16,500 $16,500 $89.19


Mean $15,717 $79.76


Median $15,000 $81.08


Minimum $13,700 $21.58


Maximum $22,000 $118.92


11/18/2014


Small Excess Land, Parking Sales (Key West Golf Course)


As a result, I projected land values for the subject’s small lift station pad easement parcels at $50 to $60


per square foot or $9,000 to $20,000. I further discounted the easement values by 20% as the property


rights are less than Fee Simple. The adjusted values range from $44.00 to $46.67 per square foot or


$7,000 to $16,000, which is reasonable.


Assemblage Factor:


Florida court and arbitration cases, as well as, appraisers and market participants have recognized the


need for an enhancement or assemblage factor to the ownership of a package of property easements and


fee owned parcels serving utility customers. The cost and time to assemble the subject corridor


easements, sewer treatment site, and pumping or lift station parcels, is substantial and well beyond the


cost to purchase the individual parcels. As a result, plottage hopefully occurs wherein the value of the


whole is greater than the sum of the parts.


Arbitration awards for utility corridors in Florida have ranged from 30% to 75% above across the fence


pricing to determine market value. This was found in Bellaire v. Florida Power and Winter Park v.


Florida Power. The judge affirmed that assemblage goes beyond the estimated cost of acquiring similar


sites that do not form a specifically desired assemblage.


Plottage, often used in conjunction with assemblage, is what the judge has termed the increment of value


created when two or more sites are combined to produce greater utility. It is my opinion, that this is the
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case for the subject utility waste treatment plant site, connecting easements for the collection system and


pump stations. Most utilities have the power of eminent domain, with proceedings involving


administrative expenses, attorney fees, expert witness fees, and court costs for both parties. Additional


severance damages may also be included when considering a system connectivity value to the owner or


a buyer in the market place.


A major consideration, therefore, is the cost of an assemblage to connect and run all of the lines leading


to the customer. It would be considered by a buyer knowing that in creating a utility system, in eminent


domain, Florida law is very specific about paying all of the property owner costs in acquisition, either


voluntarily or by taking procedures which involve mediation and eventually a court decision in many


cases.


The following table, based upon discussions with Florida DOT appraisers, represents a typical parcel


Assemblage cost for parcels with a market value of less than $250,000.


Typical Assembly Costs in Corridor Acquisitions


Administration $1,200


Acquisition Consultant $4,500


Appraisers $10,000


Lawyers $82,500


Review Appraisers $5,000


Title Search $1,000


Damages/Benefits $10,000


Testimony /Witness Allowance $4,000


Total: $108,200


In many smaller parcel cases the acquisition cost per parcel will exceed the market value of the parcel


by as much as 200%. On average, for condemnation proceedings which typically include 35% voluntary


acquisitions and 65% contested, the assembly cost per parcel can average 100% above the market value.


For a $250,000 or less valued parcel the assemblage cost ratio would be 43% or a factor of 1.43 applied


to the parcel value.


Another example of the potential cost of the parcels bordering Safe Harbor by the New Stock


Development Company. As the assemblage progressed, acquisition costs skyrocketed well above 200%


due to rampant speculation. This also took place at the height of the real estate market. The prices were


also ramped due to the developers’ exuberance.
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Cost Avoidance


In terms of a buyer paying a higher price than across the fence for a single use assemblage, the most


telling rationale is cost avoidance. Therefore, to estimate the value to the utility, after first appraising the


easements and fee owned parcels, all of the values are adjusted in total to its final value with an


assemblage factor. In the appraiser's opinion it is reasonable to apply an assemblage ratio to the subject


owned easements and fee owned parcels. Given the limited number of owned parcels and easements that


create the connectivity of the utility system relative to the area of the service, it is reasonable that an


assemblage or enhancement factor of 1.50 or 50% above the market value for each individual item can


be applied.


The final value for all of the subject property with adjustment for assemblage, is indicated as follows:
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Subject Subject Subject Subject Site X Prop. Utility Adj.


Parcel Nos. Location Parcel Property Rights Site Size (SF) $/SF Value (Rnd) Mult./ Easement Ratio


1 6630 Front Street "A" Fee Simple 87,120 $24.45 $2,130,000 1.00


2 6630 Front Street "B" Easement 3,750 $15.00 $56,000 0.80


3 6630 Front Street "C" Easement 9,038 $14.00 $127,000 0.80


4 7th Ave. & Fifth St. "M" Easement 248 $50.00 $12,000 0.80


5 9th Ave. & Fifth St. "N" Easement 200 $55.00 $11,000 0.80


6 Blk A Lincoln Gardens Block "A" Easement 5,952 $13.00 $77,000 0.80


7 Blk B Lincoln Gardens Block "B" Easement 5,952 $13.00 $77,000 0.80


8 Blk C Lincoln Gardens Block "C" Easement 5,952 $13.00 $77,000 0.80


9 Blk D Lincoln Gardens Block "D" Easement 5,952 $13.00 $77,000 0.80


10 Blk E Lincoln Gardens Block "E" Easement 5,952 $13.00 $77,000 0.80


11 Blk G, Lots 8 & 53 Lincoln Gardens Block "G", Lots 8 & 53 Easement 1,110 $15.00 $17,000 0.80


12 Blk F, Lot 8 Lincoln Gardens Block "F", Lot 8 Easement 1,388 $15.00 $21,000 0.80


13 Blk G, Lots 23 & 38 Lincoln Gardens Block "G", Lots 23 & 38 Easement 1,110 $15.00 $17,000 0.80


14 Blk F, Lot 23 Lincoln Gardens Block "F", Lot 23 Easement 1,388 $15.00 $21,000 0.80


15 Lift Station Pines & Palms Sub. Pine & Palm Easement 150 $60.00 $9,000 0.80


16 Lift Station Boyd's Campground Boyd's Campground Easement 150 $60.00 $9,000 0.80


17 Lift Station Dolphin Deli Dolphin Deli (Mongelli) Easement 150 $60.00 $9,000 0.80


18 Lift Station MC Detention Center Detention Center Easement 400 $50.00 $20,000 0.80


19 Lift Station Sunset Marina Sunset Marina Easement 150 $60.00 $9,000 0.80


20 Lift Station KWGC HOA KWGC HOA Easement 225 $55.00 $12,000 0.80


21 Lift Station KWGC KWGC Easement 225 $55.00 $12,000 0.80


22 Lift Station Bayshore Manor Bayshore Manor Easement 225 $55.00 $12,000 0.80


23 KWGC Easement "A" KWGC Easement 88,108 $20.00 $1,762,000 0.80


24 KWGC Easement "B" KWGC Easement 5,814 $25.00 $145,000 0.80


25 KWGC Easement "C" KWGC Easement 61,175 $24.00 $1,468,000 0.80


26 KWGC Easement "D" KWGC Easement 12,994 $24.00 $312,000 0.80


Totals: 304,878 $21.57 $6,576,000


Total Fee Simple: 87,120 $24.45 $2,130,000


Total Easements: 217,758 $20.42 $4,446,000


Summary of Land Value Estimates for Subject Properties


Subject Adj. Adj. X Assemblage Final Subject Final


Site Value (Rnd) $/SF Factor Multip. Adj. Site Value (Rnd) $/SF


$2,130,000 $24.45 1.50 $3,195,000 $36.67


$45,000 $12.00 1.50 $68,000 $18.13


$102,000 $11.29 1.50 $153,000 $16.93


$10,000 $40.32 1.50 $15,000 $60.48


$9,000 $45.00 1.50 $14,000 $70.00


$62,000 $10.42 1.50 $93,000 $15.63


$62,000 $10.42 1.50 $93,000 $15.63


$62,000 $10.42 1.50 $93,000 $15.63


$62,000 $10.42 1.50 $93,000 $15.63


$62,000 $10.42 1.50 $93,000 $15.63


$14,000 $12.61 1.50 $21,000 $18.92


$17,000 $12.25 1.50 $26,000 $18.73


$14,000 $12.61 1.50 $21,000 $18.92


$17,000 $12.25 1.50 $26,000 $18.73


$7,000 $46.67 1.50 $11,000 $73.33


$7,000 $46.67 1.50 $11,000 $73.33


$7,000 $46.67 1.50 $11,000 $73.33


$16,000 $40.00 1.50 $24,000 $60.00


$7,000 $46.67 1.50 $11,000 $73.33


$10,000 $44.44 1.50 $15,000 $66.67


$10,000 $44.44 1.50 $15,000 $66.67


$10,000 $44.44 1.50 $15,000 $66.67


$1,410,000 $16.00 1.50 $2,115,000 $24.00


$116,000 $19.95 1.50 $174,000 $29.93


$1,174,000 $19.19 1.50 $1,761,000 $28.79


$250,000 $19.24 1.50 $375,000 $28.86


$5,692,000 $18.67 $8,542,000 $28.02


$2,130,000 $24.45 $3,195,000 $36.67


$3,562,000 $16.36 $5,347,000 $24.55


Subject Values:


Based on analysis of market data, site visit, physical walk through, and research, it is my opinion that


the Fair Market Value of the Fee Simple Interest of the Subject Property, Main Sewer Treatment Plant


(6630 Front Street), Land Only, plus the Sewer Utility Easements throughout North and South Stock


Island, and the Proposed Easements throughout the Key West Golf Course (6450 College Road, Key


West), subject to definitions, assumptions and limiting conditions, as of November 18, 2014, is:


EIGHT MILLION FIVE HUNDRED FORTY TWO THOUSAND DOLLARS


($ 8,542,000)
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Key West Resort Utilities, Stock Island, Florida


Fair Market Valuation
Fair


Valuation Method: Market Value


Cost Approach Not Applicable


Income Approach Not Applicable


Sales Comparison Approach $8,542,000


$8,542,000Fair Market Value, as of November 18, 2014 (Rnd):


Reconciliation


RECONCILIATION AND CONCLUSION


The following value indications have been developed in my analysis of market data.


THE COST APPROACH


The Cost Approach is a method in which the value of a property is derived from creating a substitute


property with the same utility as the subject property. In the Cost Approach, the appraiser must estimate


the market value of the subject site as if vacant, by using the Direct Sales Comparison Approach. Then


estimate the reproduction or replacement cost new of the improvements. Depreciation from all sources


is estimated and subtracted in this appraisal from replacement cost new of the improvements. The


depreciated replacement cost of all improvements is then added to the estimated site value with the


results being an indicated value by the Cost Approach.


In the case at hand, the Cost Approach was considered, but deemed not applicable as the buildings and


site improvements are not included in my appraisal assignment, as the fair market value of the total


assets of the Key West Resort Corporation is included in the whole utility appraisal prepared by Hartman


Consultants, LLC.


THE INCOME APPROACH:


The Income Approach to value presumes that no prudent buyer will pay more for the subject property


than the capitalized rental value attainable through ownership of the property. The buyer will only be


willing to pay the present value of what he considers those future benefits to be. This approach is


considered to be the strongest indicator of current fair market value when the property is purchased as
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an income-producing property having a reliable historical cash flow. The subject was built and has


historically been utilized as an owner-user property.


Market rents for easements that serve the public interest, health, safety, and welfare are limited to


non-existent, especially easements for the a special purpose, such as wastewater infrastructure and


collection system. Therefore, the Income Approach was considered, but deemed not applicable in the


case at hand. Per the client’s request, my assignment is to appraise the subject parcels, “as if vacant”;


thus, estimate the land value only.


THE SALES COMPARISON APPROACH


This approach is also based on the Principle of Substitution. When applied, it states that when similar


(comparable) properties in similar locations are adjusted for any dissimilarities, the value from these


comparable properties can indicate an estimate of value. There have been no recent sales proximate to


the subject of waste water treatment facilities of only the real property. However, there has been an


active market for commercial land sales within the Stock Island market area.


The valuation of vacant land is usually best achieved by the Sales Comparison Approach. The


application of this approach produces a value estimate for land and easements by comparing them with


similar properties that have recently sold or granted easements for a given price, in the same or


competitive neighborhoods with similar uses. Typically, the appropriate unit of measure or comparison


is the sales price per square foot or acre. The reliability of this valuation data is dependent upon the


comparability of each land sale to the subject, market conditions at the time of sale, and conditions of


sale (concessions/entitlements, etc.). Fortunately, there is a significant amount of commercial land sales


data in the Stock Island market, along with a large amount of Right-of-Waysales, plus acquisitions made


in the Upper Keys for connection to a central wastewater treatment facility.


In the case at hand, the Sales Comparison Approach is believed to be the most reliable, accurate,


sufficient, and credible method of valuing the subject fee simple land value and easements. The Cost


Approach does not apply as the building and site improvements are not included in this valuation. The


Income Approach would more readily apply to the property as a whole (value of the total assets, both


tangible and intangible of the utility).
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Based on analysis of market data, site visit, physical walk through, and research, it is my opinion that


the Fair Market Value of the Fee Simple Interest of the Subject Property, Main Sewer Treatment Plant


(6630 Front Street), Land Only, plus the Sewer Utility Easements throughout North and South Stock


Island, and the Proposed Easements throughout the Key West Golf Course (6450 College Road, Key


West), subject to definitions, assumptions and limiting conditions, as of November 18, 2014, is:


EIGHT MILLION FIVE HUNDRED FORTY TWO THOUSAND DOLLARS


($ 8,542,000)
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CERTIFICATE OF APPRAISAL


I HEREBY CERTIFY THAT UPON APPLICATION FOR VALUATION BY:


PREPARED FOR INCLUSION WITH AN APPRAISAL REPORT BY:


MR. GERALD HARTMAN, PE, BCEE, ASA


HARTMAN CONSULTANTS, LLC


2107 WATER KEY DRIVE


WINDERMERE, FLORIDA 34786


&


CLIENT:


MR. WILLIAM L. SMITH, JR., CHAIRMAN OF THE BOARD


KEY WEST RESORT UTILITIES


6630 FRONT STREET


STOCK ISLAND, KEY WEST, FLORIDA 33040


I have personally examined the subject property:


and based on analysis of market data, site visit, physical walk through, and research, it is my opinion that


the Fair Market Value of the Fee Simple Interest of the Subject Property, Main Sewer Treatment Plant


(6630 Front Street), Land Only, plus the Sewer Utility Easements throughout North and South Stock


Island, and the Proposed Easements throughout the Key West Golf Course (6450 College Road, Key


West), subject to definitions, assumptions and limiting conditions, as of November 18, 2014, is:


EIGHT MILLION FIVE HUNDRED FORTY TWO THOUSAND DOLLARS


($ 8,542,000)


I ADDITIONALLY CERTIFY that, to the best of my knowledge and belief:


" The statements of fact contained in this report are true and correct.
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" The reported analyses, opinion, and conclusions are limited onlybythe reported assumptions and


limiting conditions, and are mypersonal, impartial, and unbiased professional analyses, opinions


and conclusions.


" I have no bias with respect to the property that is the subject of this report or to the parties


involved with this assignment.


" My engagement in this assignment was not contingent upon developing or reporting


predetermined results.


" My compensation for completing this assignment is not contingent upon the development or


reporting of a predetermined value or a direction in value that favors the cause of the client, the


amount of the value opinion, the attainment of a stipulated result, or the occurrence of a


subsequent event directly related to the intended use of this appraisal.


" My analyses, opinions, and conclusions were developed and this report has been prepared in


conformity with the Uniform Standards of Professional Appraisal Practice.


" James E. Wilson has performed a site visit and physical walk through of the property that is the


subject of this report.


" No one has provided significant professional assistance to the persons signing this report other


than integrating this report with Mr. Gerald Hartman, PE, BCEE, ASA, Hartman Consultants,


LLC.


" The use of this report is subject to the requirements of the State of Florida relating to review by


the Florida Real Estate Appraisal Board of the Department of Professional Regulations, Division


of Real Estate.


" The reported analyses, opinions and conclusions were developed, and this report has been


prepared, in conformity with the requirements of the Code of Professional Ethics and the


Standards of Professional Appraisal Practice of the Appraisal Institute.


" I have appraised the main sewer plant parcel of the subject property (real property only) on


January 4, 2012. I have not prepared an appraisal, feasibility study, consultation assignment, or


any other related service for the subject easement parcels over the past three years or prior.


" James E. Wilson has completed the Professional Standards and Ethics education requirement of


the Appraisal Institute for Associate Members.


Appraisal Company of Key West Page 65







An Appraisal Report Key West Resort Utilities, Stock Island, FL


APPRAISAL COMPANY OF KEY WEST


James E. Wilson, MRICS, President


State-certified general real estate appraiser


RZ 2164
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ASSUMPTIONS AND LIMITING CONDITIONS


APPRAISALDEVELOPMENT AND REPORTING PROCESS: In preparing this appraisal, the appraiser


inspected the subject site and both the exterior and interior of the improvements. Information on


comparable land and improved sales were gathered, confirmed, and analyzed. This is an appraisal report


which is intended to comply with the reporting requirements set forth under Standard Rule 2-2(a) the


Uniform Standards of Professional Appraisal Practice. As such, it might not include full discussions of


the data, reasoning, and analyses that were used in the appraisal process to develop the appraiser's opinion


of value. Supporting documentation concerning the data, reasoning, and analyses is retained in the


appraiser's file. The information contained in this report is specific to the needs of the client and for the


intended use stated in this report.


This confidential report is prepared for the sole use of and benefits of Mr. Gerald Hartman, PE, BCEE,


ASA, Hartman Consultants, LLC and Mr. William L. Smith, Jr., Chairman of the Board, KeyWest Resort


Utilities Corporation, and based, in part, upon documents, writings, and information owned and possessed


by the client. This report is provided for informational purposes only to third parties authorized to receive


it. The appraiser-client relationship is with Mr. Smith, as the client. This report should not be used for


any purpose other than to understand the information available to the client concerning this property.


Appraisal Company of Key West assumes no responsibility if this report is used in any other manner.


In preparing this appraisal, the appraiser visited the subject site and made a physical walk-through of the


improvements. Information on comparable improved sales and construction costs was gathered,


confirmed, and analyzed.


THIS VALUATION IS CONTINGENT UPON THE FOLLOWING CONDITIONS:


This appraisal is to be used in whole and not in part, in particular, no part of the contents of this report


shall be conveyed to the public through advertising, public relations, news, sales or other media, without


the written consent and approval of the author, particularly as to valuation conclusions, the identity of the


appraiser or firm with which he is connected.


The distribution of value between land and building applies only under the present program of utilization


and is invalidated if used in making a summation appraisal.


No responsibility is assumed by the Appraiser for matters, which are of legal nature, nor is any opinion


on the title rendered herewith. Good title is assumed.


The property has been appraised as though free of liens and encumbrances, except as herein described.
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The management of the property is assumed to be competent and the ownership in responsible hands.


The subject property of this report is the owned vacant land and utility easements, which encompass Key


West Resort Utilities Corporation, which is a privately owned utility company that provides wastewater


service to the Key of Stock Island, Monroe County, Florida. The subject is a special-purpose property;


thus, it has a limited-market due to its unique design, layout, and construction, which restricts its utility


for the specific use as a wastewater treatment facility. The subject operation is a substantial going-


concern that encompasses the vacuum collection system and services. In the case at hand, my appraisal


includes only the subject land (As if Vacant), per the client’s request. This report specifically excludes


the collection system, sewer treatment tanks, pumps, lift stations, plus all building and site improvements.


The valuation of the Key West Resort Utilities going-concern, intangible assets, buildings, site


improvements, and furniture, fixture, and equipment as part of the utility operation are valued within the


appraisal report prepared by Hartman Consultants, LLC.


Dimensions and the site area of the subject sewer treatment site, Parcel “A” (SP No. 1) and the adjoining


easements, Parcels “B” (SP No. 2) and “C” (SP No.3) were referenced from a survey performed by Island


Surveying, Inc., Frederick H. Hildebrandt, dated February 19, 1997, with revisions on March 24, 1997


and April 7, 1997, plus a Site Layout plan, prepared by Siemens, Water Technologies, dated July 7, 2006,


plus a copy of a survey/site plan that did not indicate an author or preparation date. Any deviations from


the reported dimensions or the calculated areas, plus any further easements and/or encroachments could


result in a change in value.


The footprint sizes for eight of the lift station pads were given by the client, as they have not been


delineated or surveyed, but part of a development agreement. The proposed golf course easements are


delineated in a recent survey. The dimensions and parcel areas are based on a survey prepared by Island


Surveying, Inc., dated October 21, 2014. Any deviations from the reported dimensions or the calculated


areas, plus any further easements and/or encroachments could result in a change in value.


The Appraiser is not required to give testimony in court unless arrangements have been previously made


thereof.


The Appraiser assumes that there are no hidden or unapparent conditions of the property, subsoil, or


structures, which would render it more or less valuable. The Appraiser assumes no responsibility for such


conditions, or for engineering which might be required to discover such factors.


Information, estimates and opinions furnished to the appraisers, and contained in the report, were


obtained from sources considered reliable and believed to be true and correct. However, no responsibility


for accuracy of such items furnished to the Appraiser is assumed by the Appraiser.
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Disclosure of the contents of the appraisal report is governed by the Bylaws and Regulations of the


professional appraisal organizations with which the Appraiser is affiliated.


The Appraiser has no present or contemplated future interest in the property, and the compensation is in


no manner contingent upon the value reported.


Possession of this report does not carry with it the right of publication or advertisement of any of its


conclusions, nor may any except the applicant use the same for any purpose without the previous written


consent of the appraiser or the applicant.


The appraiser does not assume the responsibility for the condition of the roof, termite damage, or physical


condition of the structures without the benefit of an engineering report. The appraisers assignment was


to value the land only; thus,


An environmental screening, audit or site assessment report was not made available for the subject


parcels. In this appraisal assignment, the existence of potentially hazardous material used in the


construction or maintenance of the properties, such as the presence of radon, asbestos insulation


polychlorinated biphenyl, petroleum leakage, chemical additives, and existence of toxic waste, which may


or may not be present on the property, has not been considered. The appraiser is not qualified to detect


such substances. The main sewer treatment plant parcel includes an above ground, 230 gallon fuel


(diesel) storage tank within a CBS containment area. Furthermore, it is a large wastewater treatment


facility with a large collection system. I have assumed that the subject parcels do not have any


environmental concerns requiring clean-up or remediation.


The Americans with Disabilities Act ("ADA") became effective January 26, 1992. The appraiser has not


made a specific survey or analysis of this property to determine whether or not it is in conformity with


the various detailed requirements of the ADA. It is possible that a compliance survey of the property,


together with a detailed analysis of the requirements of the ADA, could reveal that the property is not in


compliance with one or more of the requirements of the Act. If so, this fact could have a negative effect


upon the value of the property.


This appraisal report has been made in conformity with and is subject to the requirements of the Code


of Professional Ethics and Standards of Professional Conduct of the appraisal organizations with which


the Appraiser is affiliated.


Subsurface rights other than sewer easements were not considered in this report.


The discovery of latent conditions is beyond the scope of this appraisal. Detection of latent conditions


requires the expertise of qualified persons such as architects and engineers. Latent conditions include,
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among other things, non-apparent structural conditions; presence of prohibited hazardous wastes;


presence of radon gas, methane gas, asbestos, lead, petroleum products and other air, soil, or water


contaminants; and many other conditions too numerous to mention which may affect the value of the


property being appraised. The appraiser conducting this appraisal is not qualified to detect latent


conditions and have conducted this appraisal upon the assumption that no latent conditions (including


those mentioned above and others) exist on the property covered by this appraisal.


ACCORDINGLY NOTICE IS HEREBY GIVEN that neither the appraisers conducting this appraisal,


nor the APPRAISAL COMPANY OF KEY WEST make any warranty, express or implied, to property


covered by this appraisal, and neither shall have any liability to any person for differences in the value


of the appraised property, or other damages, resulting from discoveryof latent conditions (including those


mentioned above and others) on, or in proximity to, the appraised lands.


This appraisal report is in conformitywith the Uniform Standards of Professional Appraisal Practices and


this appraisal assignment was not based on a requested minimum valuation, a specific valuation, or the


approval of a loan.


I hereby certify that to the best of my knowledge and belief the statements of fact contained in this report,


upon which the analyses, opinions and conclusions expressed herein are based, are true and correct; also


this report sets forth all the limiting conditions affecting the analyses, opinions and conclusions contained


in this report; also this report has been made in conformity with the Appraisal Institute.
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ADDENDA
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PROFESSIONAL QUALIFICATIONS


JAMES E. WILSON, III, MRICS


James E. Wilson has been a resident of South Florida since 1976. His education includes a Bachelor of


Science in Business Administration with a Major in Economics from the University of Florida, 1987-1991.


His experience in the real estate industry began in early 1992 as a residential real estate appraiser in


Pompano Beach, Florida. He appraised a wide variety of single and multi-family residential properties in


Dade, Broward, and Palm Beach counties over a two-year period. In the search of advancement and


challenge, James Wilson moved to the City of Key West, Monroe County, Florida in order to obtain


experience and practice commercial real estate appraisal valuation techniques in a demanding and somewhat unique market area. Over the


past 22 years James has been exposed to a wide-range of appraisal projects, including highest and best use studies, complex property


appraisals, and wetland and environmentally sensitive valuations including transferrable development rights. His appraisal experience


includes financial and investment analysis, appraisal review, feasibility and planning analysis, as well as market research and analysis.


James Wilson is a State Certified General Real Estate Appraiser (licensed to perform residential and commercial appraisals) and a General


Associate Member of the Appraisal Institute. He is a member of RICS (Royal Institution of Chartered Surveyors), which is an international


member organization for professionals in property, land, real estate, construction and related environmental issues. Jim is past President


of the Key West Gator Club, 2013/2014 President of the Sunset Key West Rotary Club, member of Class VII Leadership Monroe, 2012


President of the Key West Chamber of Commerce, and has been elected to continue to serve on the Board of Directors of the Key West


Chamber of Commerce. Jim is still an active member on the Board of Directors for the Key West Chamber of Commerce.


Education: SOUTH BROWARD HIGH SCHOOL, Hollywood, FL, 1987.


UNIVERSITY OF FLORIDA, Gainesville, Florida - Bachelor of Science in Business Administration - Major


in Economics, 1987-1991.


APPRAISAL INSTITUTE


Appraisal Reporting of Complex Residential Properties, October, 1993.


Persuasive Style in Narrative Appraisal Reports, May, 1994.


ACE 1779 - “Special Purpose Properties - The Challenge of Real Estate Appraising in Limited Markets”,


September, 1996.
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Certification: State certified general real estate appraiser, as designated by the Department of Professional Regulation, State
of Florida; Registration No. RZ 2164.


Licensed Real Estate Salesperson, as designated by the Department of Professional Regulation, State of Florida;
License No. SL 0589552 (currently inactive).


Professional
Associations: Key West Board of Realtors


General Associate Member of the Appraisal Institute
Member of RICS (Royal Institute of Chartered Surveyors), October, 2010 Member#1299389


Affiliations: Past President of the Key West Gator Club (Alumni Organization of the University of Florida
Member of Class VIII, Leadership Monroe County
Board Member of the Rotary Club of Sunset Key West, 2013/2014 President, 2009 Treasurer, 2010 Vice
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Appraised various types of properties in the Florida Keys, including:


Retail Stores Commercial/Residential Condominiums
Restaurants Full-Service Marinas/Boat Yards
Strip Centers Environmentally Sensitive Acreage
Office Buildings Industrial Uses
Mixed-Use Properties Guest Houses /Hotels/Motels
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APPRAISER CERTIFICATION
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SUBJECT PROPERTY


View of Safe Harbor from Subject Parcel 1 (Main Wastewater Treatment Plant)


View of Safe Harbor and Adjacent Commercial Fishing Parcel from Subject Parcel 1
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SUBJECT PROPERTY


View of Front Access to Subject Parcel No. 1


Street View of Front Street Northerly
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SUBJECT PROPERTY


Street View of Front Street Southerly


View of Subject Parcel No. 3
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SUBJECT PROPERTY


View of Subject Parcel No. 21


View of Subject Parcel No. 23-26
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SUBJECT PROPERTY


View of Subject Parcel No. 23-26


View of Subject Parcel No. 23-26
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SUBJECT PROPERTY


View of Subject Parcel No. 23-26


View of Subject Parcel No. 23-26
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SUBJECT PROPERTY


View of Subject Parcel No. 23-26


View of Subject Parcel No. 23-26
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SUBJECT PROPERTY


View of Subject Parcel No. 23-26


View of Subject Parcel No. 23-26
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SUBJECT PROPERTY


View of Subject Parcel No. 20


View of Subject Parcel No. 1
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SUBJECT PROPERTY


View of Subject Parcel No. 1


View of Subject Parcel No. 1
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SUBJECT PROPERTY


View of Subject Parcel 22


View of Subject Parcel 16
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SUBJECT PROPERTY


View of Subject Parcel 17


View of Force Main Lift Station
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SUBJECT PROPERTY


View of Lincoln Gardens Lift Station


View of Lincoln Gardens Lift Station
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SUBJECT PROPERTY


View of Subject Parcel 18


View of Subject Parcel 15
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SUBJECT PROPERTY


View of Subject Parcel 19
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STATE MAP
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FLORIDA KEYS MAP
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LOCATION MAP 1
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LOCATION MAP 2


LOCATION MAP 3
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PLAT MAP
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AERIAL MAP
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AERIAL PLAT MAP
SUBJECT PROPERTY 1-3


6630 FRONT STREET, STOCK ISKLAND
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AERIAL PLAT MAP
SUBJECT PROPERTY 4


6755 5TH STREET, STOCK ISLAND
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AERIAL PLAT MAP
SUBJECT PROPERTY 5


6755 5TH STREET, STOCK ISLAND
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AERIAL PLAT MAP
SUBJECT PROPERTY 6-14


G23 ROBERTA AVENUE, STOCK ISLAND
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AERIAL PLAT MAP
SUBJECT PROPERTY 15


6620 MALONEY AVENUE, STOCK ISLAND
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AERIAL PLAT MAP
SUBJECT PROPERTY 16


6401 MALONEY AVENUE, STOCK ISLAND
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AERIAL PLAT MAP
SUBJECT PROPERTY 17


5620 MALONEY AVENUE, STOCK ISLAND
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AERIAL PLAT MAP
SUBJECT PROPERTY 18


5525 COLLEGE & 5501 COLLEGE ROAD, KEY WEST
&


SUBJECT PROPERTY 19
5555 COLLEGE ROAD, KEY WEST
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AERIAL PLAT MAP
SUBJECT PROPERTY 20 & 21


6450 COLLEGE ROAD, KEY WEST
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AERIAL PLAT MAP
SUBJECT PROPERTY 22


5200 COLLEGE ROAD, KEY WEST
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AERIAL PLAT MAP
SUBJECT PROPERTY 23-26


6450 COLLEGE ROAD, KEY WEST
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SURVEY
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SURVEY
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SURVEY
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SURVEY
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LEGAL DESCRIPTION A, B & C
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LEGAL DESCRIPTION G
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LEGAL DESCRIPTION M & P
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FLOOD MAP & PANEL
6450 COLLEGE ROAD, KEY WEST
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FLOOD MAP & PANEL
6630 FRONT STREEY, KEY WEST
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SECTION 1 
INTRODUCTION 

 
 
 

1.1 PROJECT SCOPE AND AUTHORIZATION 
 
 

This Appraisal Report (“Report”) of the KW Resort Utilities Corporation, near Key 
West FL, was requested by KW Resort Utilities. The public utility system was 
constructed to provide advanced wastewater treatment and beneficial reuse of the 
highly treated reclaimed water for customers in the Key of Stock Island area of 
Monroe County, Florida.  
 
1.2 OWNERSHIP INTEREST 
 
 
The assets are a part of the KW Resort Utilities ongoing system with facilities, permits, 
etc. and a going concern at the effective date of the appraisal.  We have performed 
these services for the property in “fee simple,” which includes all rights (the bundle 
of rights) that can be legally vested in an owner, subject to encumbrances whatever 
they may be.  This fee simple ownership includes ownership of all of the property, fee 
simple ownership of certain real property, easement rights, wastewater operational 
rights, water reuse allocation rights, any exclusive certified area/franchise property 
rights, as well as other tangible and intangible assets.  In other words, the fee simple 
value has been determined, without deduction for any liens or other encumbrances 
that may exist. 
 
Fee simple ownership is the most comprehensive type of ownership since the owner 
may dispose of the property in any manner they select.  One possessing this property 
has no restrictions or limitations upon ownership except those imposed by 
governmental entities and those which were willfully created by agreement. 
 
 
1.3 PURPOSE AND USE OF APPRAISAL 
 
 
The purpose of this appraisal is to provide the KW Resort Utilities with the appraised 
fair market value of the property as the regional wastewater and reclaimed water 
system for Stock Island and potentially adjacent areas.   The users of this Report could 
include the owners of KW Resort Utilities, attorneys, the FKAA, financial 
underwriters, bond rating agencies, insurers for the proposed transaction and the 
federal Internal Revenue Service for the tax consequences of the assumed 
transaction. 
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1.4 IMPORTANT VALUATION DEFINITIONS 
 
 

Appraisal (noun) – the act or process of developing an opinion of value; 
an opinion of value.  (adjective) of or pertaining to appraising and 
related functions such as appraisal practice or appraisal services.1 
 

 
Client – the party or parties who engage, by employment of contract, an 
appraiser in a specific assignment.2 
 
 
Cost – the amount required to create, produce, or obtain a property.3 
 
 
Easement – an interest in real property that transfers use, but not 
ownership, of a portion of an owner’s property.  4 
 
 
Extraordinary Assumption – an assumption, directly related to a 
specific assignment, as of the effective date of the assignment results, 
which, if found to be false, could alter the appraiser’s opinion or 
conclusions. 5 
 
 
Fair Market Value – Fair Market Value (FMV) is the price that property 
would sell for on the open market. It is the price that would be agreed 
on between a willing buyer and a willing seller, with neither being 
required to act, and both having reasonable knowledge of the relevant 
facts. 6 
 

                                                        
1 Uniform Standards of Professional Appraisal Practice (“USPAP”), 2014-2015 
Edition, Published by the Appraisal Foundation, page U-1 
2 lbid, page U-2 
3 lbid, page U-2 
4 The Appraisal of Real Estate, 12th Edition, Published by the Appraisal Institute, 
page 71 
5 Ibid, page U-3 
6 IRS Publication 561 dated 4/2007 
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Fee Simple - absolute ownership unencumbered by any other interest 
or estate, subject only to the limitations imposed by the governmental 
powers of taxation, eminent domain, police power, and escheat.7 
 
 
Highest and Best Use (in appraising real property) – is the reasonably 
probable and legal use of vacant land or an approved property that is 
physically possible, legally permissible, appropriately supported, 
financially feasible and that results in the highest value.8 
 
 
Hypothetical Condition – a condition, directly related to a specific 
assignment, which is contrary to what is known by the appraiser to exist 
on the effective date of the assignment results, but is used for the 
purpose of analysis.9 
 
 
Intended Use – the use or uses of an appraiser’s reported appraisal, 
appraisal review, or appraisal consulting assignment opinions and 
conclusions, as identified by the appraiser based on communication 
with the client at the time of the assignment.10 
 
 
Intended User  - the client and any other party as identified, by name 
or type, as users of the appraisal, appraisal review, or appraisal 
consulting report by the appraiser on the basis of communication with 
the client at the time of the assignment.11 
 
 
Jurisdictional Exception – an assignment condition established by 
applicable law regulation, which precludes an appraiser from 
complying with a part of Uniform Standards of Professional Appraisal 
Practice (USPAP).12 
 
 

                                                        
7 lbid, page 697 
8 lbid, page 305 
9 USPAP, 2014-2015 Edition, Published by the Appraisal Foundation, page U-3 
10 lbid 
11 lbid 
12 lbid 
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Leased Fee Interest – a lessor’s, or landlord’s, interest with specified 
rights that include the right of use and occupancy conveyed by lease to 
others.  The rights of the lessor (the leased fee owner) and the lessee 
(leaseholder) are specified by contract terms contained within the 
lease.13 

 
 

Market Value - a type of value, stated as an opinion, that presumes the 
transfer of a property (i.e., a right of ownership or bundle of such rights), 
as of a certain date, under specific conditions set forth in the definition 
of the term identified by the appraiser as applicable in an appraisal.14 
 
 
Market Value (noun) – the estimated amount for which a property 
should exchange on the date of valuation between a willing buyer and a 
willing seller in an arm’s length transaction after proper marketing 
wherein the parties had each acted knowledgeably, prudently, and 
without compulsion.15 
 
 
Regulated Industry – industry that is regulated by government to a 
significant extent. 
 
 
Replacement Cost New (“RCN”) – the current cost of a similar new 
property having the nearest equivalent utility as the property being 
appraised, as of a specific date.16 
 
 
Reproduction Cost New – the current cost of producing a new replica 
of a property with the same, or closely similar materials, as of a specific 
date.17 

                                                        
13 The Appraisal of Real Estate, 12th Edition, Published by the Appraisal Institute, 
page 81 
14 USPAP, 2012-2013 Edition, Published by the Appraisal Foundation, page U-3 
15 International Valuation Standards, 2000 Edition, Published by the International 
Valuation Standards Committee, pages 92-93 
16 Valuing Machinery and Equipment: The Fundamentals of Appraising Machinery 
and Technical Assets, Second Edition, Published by American Society of Appraisers, 
page 585 
 
17 lbid 
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Appraisal Report – a written report prepared under Standards Rule 2-
2(a) or 8-2(a) of a Complete or Limited Appraisal performed under 
STANDARD 1 or STANDARD 7.18 

 
 
Taking – is the acquisition of a parcel of land (or other property( though 
condemnation.19 

 
 

Value – is the amount, relative worth, functionality, or importance of an 
item, which may or may not be equal to price or cost.20 
 
 

1.5 EFFECTIVE DATE OF APPRAISAL 
 
The effective date of appraisal is December 31, 2014. 
 
 
1.6 TYPE OF PROPERTY 
 
The owner owns a special purpose property permitted as a public wastewater 
collection, treatment and reclaimed water production facility, as investor owned.  The 
system is provided the rights thereof by the State of Florida, and by contract, 
assemblage, and other means.  Such properties have the configuration of a customer 
base and utilize the local natural resources via permit rights, etc. for the specific 
community that the facilities, operations, and management serve. 
 
  

                                                        
18 USPAP, 2014-2015 Edition, Published by the Appraisal Foundation, pages U-22 
and U-62 
19 The Dictionary of Real Estate Appraisal, 4th Edition, Published by the Appraisal 
Institute, Page 285 
20 Valuing Machinery and Equipment: The Fundamentals of Appraising Machinery 
and Technical Assets, Second Edition, Published by American Society of Appraisers, 
Page 594. 
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1.7 SPECIALTY PROPERTY – AN ONGOING UTILITY BUSINESS 
 
The KW Resort Utilities includes assets, customers, its service area and all other 
attributes of a fully functioning utility business.  The KW Resort Utilities  is considered 
a special purpose property.  There are four (4) criteria, which establish whether 
property should be considered special purpose property: 
 

a. Uniqueness; 
b. Property must be used for a special purpose; 
c. No widespread market for the type of property; 
d. The property’s use must be economically feasible and reasonably expected to 

be replaced. 
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The function of this utility property is to collect wastewater from customers, 
transmit the same to the treatment plant, treat the customer’s wastewater and 
produce beneficial reuse water to transmit to a specific service area.  The utility 
system was specially built for the specific purposes for which it was designed, and 
continues to be used for those purposes. 
 
There is no question that with any purchase or acquisition of the KW Resort Utilities, 
that the majority of those assets would continue to be substantially used for utility 
purposes and they would continue to be renewed, replaced and/or maintained for 
such purposes.   
 
1.8  INTANGIBLE PROPERTY 
 
In the valuation of utility property using the cost approach, it must be recognized that 
the replacement cost new of the facilities less depreciation of the same only 
represents the component of value of the physical assets.  These assets, however, are 
hypothetically assumed to be in use and not idle, but are used to provide service 
within the service area to a customer base as part of an ongoing business operation.  
In other words, the value of a “live” utility functioning as an ongoing business must 
be considered as part of this appraisal in the cost approach. 
 
Any purchaser would acquire a utility system completely installed and operational 
with customers who historically were and are assumed to in the future be taking 
regular service and therefore, immediately derive revenues at the full complement of 
connected customers as well as purchase all permitted rights for wastewater and 
reclaimed water operations and the future right to service the remainder of the 
service area with the potential to serve others and to have all of the rights granted by 
the State of Florida to a public utility of this nature.  Similarly, if a purchaser were to 
construct, in a hypothetical situation, its own utility system, it would not have the 
ability to generate revenues from a full complement of customers or have the ongoing 
bundle of rights for this specific geographic area and would be required to 
successfully obtain permits to provide service and such permits could be contested.  
These considerations are included in the cost approach delineated herein. 
 
 
1.9 SUMMARY OF DATA COLLECTION 
 
Data collection on this assignment involved records of KW Resort Utilities, FDEP, 
WEL, FPSC, Monroe County, other systems in the Florida Keys,  supplier quotations, 
construction market costs, reliance on ACKW for real property, site survey as 
provided, HC reference library and Hartman and Associates, Inc. information and 
other sources of information. 
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1.10 SUMMARY OF CONFIRMATION ACTIVITIES 
 
A variety of analyses and surveys were used to confirm and/or cross-check the data 
and information provided.  Calls, comparisons of reports, field inspections, records 
testing, and comparisons of source information were accomplished. 
 
 
1.11 SUMMARY OF REPORTING MEASURES 
 
This Report is an Appraisal Report with disclosures included. 
 
 
1.12 EXTRADORINARY ASSUMPTIONS 
 

a. No responsibility is assumed for legal matters, nor is any opinion on 
the title rendered herewith.  We assume that the title to the 
property is good and marketable. 

 
b. All existing liens and encumbrances, if any, have been disregarded 

and the property appraised as though it was free and clear. 
 
c. The appraiser has made no survey of the property though surveys 

were provided and, unless specifically stated, assumed there are 
not encroachments involved. 

 
d. The sketches and maps in this Report are included to assist the 

reader in visualizing the property and are not necessarily to scale 
or depict all items above or below ground. 

 
e. Based upon HC’s research and it is assumed that the property is in 

full compliance with all applicable federal, state, and local 
environmental regulations and laws unless non-compliance is 
stated, defined, and considered in this Report. 

 
f. It is assumed that all applicable zoning and land use regulations and 

restrictions have been complied with, unless a non-conformity has 
been stated, defined, and considered in this Report. 

 
g. It is assumed that all required licenses, certificates of occupancy, 

consents, and other legislative or administrative authority from any 
local, state, or national government or public entity or organization 
have been or can be obtained or renewed for any use on which the 
value estimate in this Report is based. 
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h. The improvements on or off-site are considered for purposes of this 
appraisal to be completed in a good and workmanlike manner. 

 
i. Furnishings, mobile equipment, tools, or business furniture and 

utility management items indicated and typically considered as part 
of real estate and/or major personal property item have been 
aggregated and valued. 

 
j. Responsible ownership and competent property management are 

assumed. 
 

k. It is assumed that there are no hidden or unapparent conditions of 
the property, soil, or structures which would render it more or less 
valuable. 

 
Further, unless otherwise stated in this Report, the existence of 
hazardous material or any other environmental problems or 
conditions, which may or may not be present on the property, was 
not observed or disclosed.  We have no knowledge of the existence 
of such materials or conditions on or in such close proximity that it 
would cause a loss in value.  We, however, did not search to detect 
such substances or conditions.  The presence of substances such as 
asbestos, ureaformaldehyde foam insulation, radon, or potentially 
hazardous materials which could have an adverse effect on the 
value of the property were not observed or detected in our 
inspections.  The value estimate is predicated on the assumption 
that there is no such material or condition on or in the property that 
would cause a loss in value.  No responsibility is assumed for any 
such conditions, or for any expertise or knowledge required to 
discover them. 
 

l. No responsibility is assumed for the absence or presence of any 
endangered species on this property.  This appraisal assumed that 
there are no endangered species which would prevent, restrict, or 
adversely affect any development or improvement of this property. 
 

m. No impact studies and/or special market, or feasibility analysis or 
studies have been required or made unless otherwise specified.  We 
reserve the right to alter, amend, revise, or rescind any of the 
statement, findings, opinion, value estimates, or conclusions 
contained herein if any of these studies require it. 

 
n. Certain data used in compiling this report was furnished from 

sources which we consider reliable; however, we do not guarantee 
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the correctness of such data, although so far as possible, we have 
checked and/or verified the same and believe the data to be 
accurate. 

 
o. We have accepted as correct and reliable all information provided 

by the owner and owner’s counsel, or the owner’s agents, which 
was used in the preparation of this Report.  All data came from 
sources deemed reliable, but no liability is assumed for omissions 
or inaccuracies that subsequently may be disclosed in any data used 
in the completion of the appraisal. 

 
p. Since the effective date of value of the property is not an actual trial 

date, the appraiser reserves the right to consider and evaluate any 
additional value influencing data and/or other pertinent factors 
that might become available between the effective date of this 
Report and the date of trial if applicable, and to make any 
adjustments to the Report that may be required. 

 
q. Neither I, nor anyone employed by me, has any present or 

contemplated interest in the property appraised. 
 

r. Possession of this Report, or copy thereof, does not carry with it the 
right of publication, nor may it be used for any purpose by anyone 
except for the client without the prior written consent of Hartman 
Consultants, LLC and in any event, only in its entirely and with 
proper qualification. 

 
s. Neither all nor any part of the contents of this report shall be 

conveyed to the public through advertising, public relations, news, 
sales, or other media without the written consent and approval of 
Hartman Consultants LLC excepting appropriate legal 
requirements. 

 
t. Acceptance of, and/or use of, this Report constitutes acceptance of 

the above conditions and assumptions. 
 

u. No other legal agreements, customer agreements, developer 
agreements or other utility-related agreements were disclosed or 
provided and therefore have not been included in this Report. 

 
v. It is assumed that any and all permits and easements can be 

transferred in the event of an acquisition with minimal effort. 
w. All assets are to be sold “as-is” without warranties or guarantees. 
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HC contracted with KW Resort Utilities provided for additional extraordinary 
assumptions.  The additional extraordinary assumptions are that the facilities are: 
 

x. In good working order and no costs are to be incurred in an appropriate 
transfer. 

 
y. All of the necessary equipment was functioning and is expected to 

function in an industry standard fashion. 
 

z. All equipment will operate at their nameplate or nominal design 
capacity as a functional system meeting all federal, state and local 
regulations at such capacity. 
 

 
aa. No damage has occurred which has not been repaired. 

 
bb. An experienced and trained work force for the management and 

operations of these facilities is in place with sufficient records and 
standard operating procedures for proper operations and 
maintenance. 
 

 
cc. The AWT- WWTP expansion permit application to FDEP will be 

approved prior to closing. 
 

dd. The AWT – WWTP construction contract bid price will either be 
transferred to the buyer or the construction activity and start-up will 
be completed by KW Resort Utilities prior to closing. 

 
ee. Ownership is full fee simple without encroachments or other party 

interests. 
 

ff. All permits, rights and privileges are in place for on-going operations of 
both treatment plant and the supply of reuse water. 
 

 
gg. All customers are in-place and the business is functional and profitable. 

 
 

1.13 HYPOTHETICAL CONDITIONS 
 

 
HC contracted with KW Resort Utilities and provided for additional hypothetical 
conditions.  The hypothetical conditions are as follows: 
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a. The pending FDEP permit for the expansion of the AWT WWTP 

from 499,999 gpd AADF to 850,000 gpd AADF which was 
recommended by the FDEP staff for approval and the intent to 
issue the permit was advertised will be issued by closing. 

 
b. The expansion of the AWT WWTP to 850,000 gpd AADF will be 

substantially complete or under contract by closing. 
 

c. The expected closing and transfer of ownership and operations 
date for KW Resort Utilities is in the 12/2015 to 3/2016 period. 
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1.14 EFFECT OF EXTRAORDINARY ASSUMPTIONS AND HYPOTHETICAL 
CONDITIONS 

 
The effects of the Extraordinary Assumptions and Hypothetical Conditions are to 
value a potential transaction with FKAA.  Presently, there is no agreement with 
FKAA.  Due to the nature of the special purpose property which is fixed and non-
portable, and the location of the property there are significant benefits to FKAA.   
 
Since this plant is the provider of beneficial reclaimed water, due to the regulatory 
considerations that are present, and the fact that FKAA cannot replace the reclaimed 
water supply without significant capital costs, it is likely a transaction, which has yet 
to be negotiated, would occur.  In the past 38 years of my experience in wastewater 
mergers and acquisitions, one would expect some type of transaction to occur. 
 
1.15 PROCESS AND PROCEDURES FOLLOWED 
 
The process utilized was confirming the valuation assignment, gathering the 
necessary information for the appraisal activities, conducting, evaluating and 
considering the cost approach under a replacement cost new less depreciation in 
continued use, the income approach, and finally the sales comparison approach.  
Following the determinations from each distinct approach, Mr. Hartman weighed the 
approaches utilizing his training, experience and knowledge of the market and the 
subject system.  Following the weighting of the approaches, an Opinion of Value was 
determined and reported in this Appraisal Report. 
 
 
1.16 HIGHEST AND BEST USE 
 
The highest and best use for the KW Resort Utilities is as a public wastewater system.  
Note that the use of the utility system is a monopoly and a special purpose property 
and also has the characteristics of an essential use.  Since the property is specifically 
designed, configured, and constructed solely for the public wastewater utility system 
use, no alternate highest and best use was considered. 
 
 
 
1.17 APPROPRIATE MARKET USED 
 
The appropriate market for the KW Resort Utilities is as a special purpose 
wastewater utility system providing for utility service in the public utility market, 
namely as a non-for-profit wastewater system. 
 
 
1.18 EXCLUSIONS 
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This appraisal has excluded the following aspects of the Utility and those aspects are 
not included in the Opinion of Value delineated herein: 
 

a. Utility’s cash equivalents, accounts receivable and deferred tax 
assets; 

b. Assumption of liabilities of the Utility; 
c. Property owned by other associated parties; and 
d. Activities, rights, and privileges of other associated parties. 

 
In other words, this appraisal is of all of the property of the Utility. 
 
 
1.19 DEPARTURES/SCOPE LIMITATIONS 
 
This appraisal has no known departures or scope limitations. 
 
 
1.20 ASSUMED TERMS AND CONDITIONS 
 
The standard terms and conditions commonly used in the wastewater industry are 
assumed for this appraisal.  The purchase price would be as a cash and/or donation 
purchase in U.S. Dollars at the time of closing.  There are no limitations relative to 
exposure, financing, futures, prepaid or discounted connections, or other factors.  We 
assume that no properties are vested or have prepaid capacity or discounted 
connections in any fashion whatsoever. 
 
The standard terms and conditions assumed are listed below: 
 

 Purchase Price, as Cash and/or donation as Closing, Paid by Buyer 
 Bill of Sale Provided by Seller 
 Satisfaction of Liens, Encumbrances or Title Problems to Obtain Free and Clear 

Title by Seller 
 Easement, Land Rights, or Other Utility Rights Transferred by Seller 
 Regulatory Conduct and Compliance to Maintain Permits without Deficiency 
 Transfer of all Necessary Agreements to Buyer 
 Transfer of Customer Deposits to Buyer 
 Transfer of all Records, Drawings, Reports, Permits and Like Documents to 

Buyer 
 100% Accounts Receivable Collected Forward to Seller as Collected by Buyer 
 Vendor Invoices, Materials, Supplies as Incurred up to Closing Paid by Seller 
 Inventory of Consumables at Closing at Appropriate Levels for Continuous 

Operations 
 All Taxes and/or Fees Paid by Seller Pro Rate through Closing 
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 Inspection of all Closing Documents 
 Consideration for Performance and Penalty or Resolution of Non-performance 
 Verification of Proper Authorization to Bind a Party 
 Conduct After Agreement and Before Closing not to Diminish Value or Hamper 

Operations 
 Seller Keeps Existing Funds, Restricted Funds and Satisfies Debt and Lien 

Obligations 
 “As-is” Type of Transaction 
 Rolling Stock, Movable Equipment, Laboratory Equipment, Tools and 

Accessories or Appurtenances Included in Sale 
 Closing Date, Time, Place and Procedures 
 No Outstanding Litigation 
 Assistance in Petitions or Transfer, No Objections, Contractual Extent and 

Type of Cooperation 
 Payment of Representative Fees and Costs as Incurred by Each Party 
 Payment of Documentary Stamps, Recording Costs by Buyer 
 Payment of Title Search and Policy by Buyer 
 Construction Work in Progress Completed by Seller up to Transfer/Closing 

Date 
 
 
1.21 CLIENT 
 
The Client is KW Resort Utilities located in Florida. 
 
1.22 ADDITIONAL ITEMS 
 
For the purpose of this report, the following additional items warrant attention of the 
reader. 
 

a. Fair Market Value (FMV) is the price that property would sell for on 
the open market.  It is the price that would be agreed on between a 
willing buyer and a willing seller, with neither being required to act 
and both having reasonable knowledge of the relevant facts. 

  
b. Since this property is a special purpose property, it is restricted to 

its permitted use as a wastewater collection, transmission treatment  
and a reuse production facility.  No other restrictions are 
contemplated. 
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SECTION	  2	  
DESCRIPTION	  OF	  FACILITIES	  

	  
2.01 KWRU	  Expansion	  Program	  
	  
	  
The	  Owners	  of	  KWRU	  realized	  that	  the	  entire	  Key	  of	  Stock	  Island	  needed	  central	  
sewage	  service.	   	  In	  March	  of	  2002	  WEC	  developed	  a	  three	  (3)	  phased	  program,	  
design	   and	   permitting	   for	   KWRU	   to	   expand	   from	   250,000	   gpd	   and	  
approximately	   1,000	   connections	   (approximately	   2,000	  ERC’s)	   to	   499,999	   gpd	  
AADF	  and	   a	  nominal	   2,500	   connections	   (approximately	  5,000	  ERC’s).	   	  Monroe	  
County	   reserved	   some	   1,500	   ERC’s	   for	   collection	   system	   service	   for	  
approximately	  $4,600,000	  on	  July	  31,	  2002.	  	  That	  reservation	  did	  not	  include	  the	  
costs	   of	   AWT	   treatment	   and	   reuse	   (See	  Appendix	   G).	   	   That	   program	  has	   been	  
completed.	  	  	  For	  the	  calendar	  year	  of	  2014	  the	  existing	  flows	  are	  at	  or	  exceeding	  
90%	  of	  AWT	  WWTP	  capacity.	  	  	  
	  
KWRU	   has	   very	   little	   inflow	   and/or	   infiltration.	   	   BRIAN,	   Inc.	   rehab	   inspection	  
and	  analysis	  is	  hired	  to	  video	  inspect	  the	  collection	  system	  and	  make	  repairs	  as	  
they	  may	  be	  found.	  
	  
WEC	  and	  BRIAN,	  Inc.	  both	  independently	  have	  found	  the	  collection	  system	  to	  be	  
in	   good	   to	   new	   condition	   and	   having	   minimal	   inflow	   and/or	   infiltration	  
(Appendix	  I).	  
	  
Mr.	   Devon	   Villareal	   provided	   the	   FDEP	   Wastewater	   compliance	   inspection	  
report	  with	  the	  inspection	  January	  30,	  2013	  and	  report	  February	  14,	  2013.	  	  The	  
findings	  were	  that	  KWRU	  was	  in	  compliance	  with	  all	  permits	  (Appendix	  I).	  
	  
The	  existing	  FDEP	  WWTP	  operating	  permit	  expires	  on	  February	  19,	  2017.	  
	  
As	   of	   December	   31,	   2013	   pursuant	   to	   the	   FPSC	   annual	   report	   some	   4,183.65	  
ERC’s	  were	  connected	   to	   the	   system.	   	  As	  of	  December	  31,	  2014	  approximately	  
4,615	   ERC’s	   were	   customers	   of	   the	   system.	   	   The	   current	   December	   31,	   2014	  
treatment	  plant	  capacity	  of	  the	  system	  is	  5,179	  ERC’s.	  
	  
In	   Appendix	   H,	   the	   reader	   can	   find	   the	   advertisement,	   the	   intent	   to	   issue	   by	  
FDEP	  and	  the	  capacity	  page	  of	  the	  Draft	  Permit.	  	  The	  AWT	  WWTP	  is	  expected	  to	  
be	  expanded	  to	  849,999	  gpd	  AADF.	   	  Within	  Stock	   Island,	  KWRU’s	  FPSC	  service	  
area,	  the	  build-‐out	  capacity	  in	  ERC’s	  is	  8,882	  ERC’s.	  

2-1
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The	   transmission	   systems	   and	   effluent	   reuse/disposal	   systems	   are	   in	   place	   to	  
serve	   the	   build-‐out	   condition.	   	   It	   is	   expected	   that	   the	   majority	   of	   the	   re-‐
development	  and	  growth	  and	  existing	  development	  connections	  will	  occur	  in	  the	  
2015-‐2024	  time	  period,	  increasing	  the	  connected	  ERC’s	  to	  approximately	  7,500	  
ERC’s.	   	   Thereafter,	   future	   re-‐development,	   under-‐utilized	   acreage	   or	   other	  
customers	  are	  expected	  to	  connect	  over	  time.	  
	  
Some	  of	  the	  near	  term	  growth	  is:	  
1. Stock	  Island	  Marina	  Village	  –	  Estimated	  30,250	  gpd	  or	  313	  ERC’s.	  
2. Oceanside	  Marina	  –	  Estimated	  26,125	  gpd	  or	  271	  ERC’s.	  
3. Sunset	  Marina	  –	  15,000	  gpd	  or	  some	  155	  ERC’s.	  
4. Bernstein	  Development	  –	  30,000	  gpd	  or	  some	  310	  ERC’s.	  
5. Approximately	   40	   acres	   of	   scarified	   or	   under-‐utilized	   land	   -‐	   unknown	   flow	  

and	  ERC’s.	  
6. Unconnected	  Residential	  Units	  –	  Future	  
7. Unconnected	  Developed	  Non-‐Residential	  –	  Future	  

	  
	  

2.02 Collection	  Systems	  and	  Reuse	  Systems	  
	  
	  
The	  following	  is	  from	  the	  December	  18,	  2014	  WEC	  report	  which	  can	  be	  found	  in	  
its	  entirety	  as	  Appendix	  E.	  
	  
Lincoln	  Gardens	  Gravity	  Collection	  System	  
The	   Lincoln	   Gardens	   area	   of	   South	   Stock	   Island	   consists	   of	   a	   residential	   area	  
served	   by	   a	   gravity	   collection	   system.	   	   The	   gravity	   mains	   and	   manholes	   are	  
located	   in	   the	   public	   right	   of	   way	   or	   in	   permanent	   easement	   granted	   to	   the	  
Utility.	  
	  
The	   gravity	   piping	   is	   generally	   vitrified	   clay.	   	  Much	   of	   the	   pipe	   has	   been	   slip-‐
lined	   with	   plastic	   liners,	   including	   the	   gravity	   laterals.	   	   The	   piping	   is	   in	   good	  
condition.	   	   Salinity	   records	   show	   that	   there	   is	   very	   little	   saltwater	   infiltration.	  	  
Flow	  records	  demonstrate	  that	  the	  wet	  weather	  inflow	  and	  infiltration	  is	  limited.	  
	  
There	   are	   three	   Utility-‐owned	   lift	   stations	   (discharge	   into	   gravity	   piping)	   and	  
Utility-‐owned	  force	  main	  pump	  stations	  in	  the	  system.	  	  The	  Sunset	  Trailer	  Park	  
area	   discharges	   into	   the	   Lincoln	   Gardens	   gravity	   collection	   system,	   using	   a	  
number	  of	  small	  grinder	  lift	  stations.	  
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The	  gravity	  collection	  system	  consists	  of	  approximately:	  

• 20,525	  LF	  of	  8”	  gravity	  main	  
• 300	  LF	  of	  10”	  gravity	  main	  
• 53	  manholes	  
• 3,015	  LF	  of	  4”	  gravity	  service	  laterals	  (to	  property	  line)	  

	  
	  

Key	  West	  Golf	  Club	  Development	  Gravity	  Collection	  System	  
The	   Key	   West	   Golf	   Club	   Development	   is	   a	   residential	   community	   located	   on	  
North	  Stock	  Island.	  	  It	  is	  served	  by	  a	  gravity	  collection	  system	  that	  discharges	  to	  
two	   force	  main	  pump	  stations.	   	  The	  gravity	  collection	  system	   is	  constructed	  of	  
PVC	  and	   is	   in	  new	  condition.	   	   It	   is	   located	  within	  the	  common	  area	  (streets)	  of	  
the	  development.	  
	  
The	  gravity	  collection	  system	  consist	  of	  approximately:	  

• 6,285	  LF	  of	  8”	  gravity	  main	  
• 662	  LF	  of	  6”	  gravity	  main	  
• 36	  manholes	  
• 3,150	  LF	  of	  6”	  gravity	  lateral	  (to	  property	  line)	  
• One	  pump	  station	  with	  two	  5	  HP,	  230	  V,	  3	  Φ	  solids	  –handling	  pups	  

	  
	  

South	  Stock	  Island	  Vacuum	  Collection	  System	  
The	   South	   Stock	   Island	   vacuum	   collection	   system	   serves	   the	   remainder	   of	   the	  
properties	   south	   of	   US	  Highway	   1	   that	   are	   not	   served	   by	   the	   Lincoln	   Gardens	  
gravity	   collection	   system	   or	   by	   the	   KWRU	   force	   main	   system.	   	   The	   vacuum	  
system	  is	  constructed	  of	  PVC	  piping,	  fiberglass	  vacuum	  pits	  and	  concrete	  buffer	  
tanks.	  	  6”	  PVC	  gravity	  laterals	  connect	  properties	  to	  the	  vacuum	  pits	  and	  buffer	  
tanks.	  
	  
Certain	   larger	   properties	   were	   provided	   with	   a	   vacuum	   stub	   from	   which	  
privately-‐owned	  vacuum	  collections	  systems	  were	  extended	  onto	  the	  properties.	  	  
The	  quantities	  of	  privately-‐owned	  vacuum	  collection	  system	  piping	  and	  pits	  are	  
not	  included	  in	  the	  following	  summary.	  
	  
The	  vacuum	  collection	  system	  consist	  of	  approximately:	  

• 13,665	  LF	  of	  10”	  vacuum	  main	  
• 4,709	  LF	  of	  8”	  vacuum	  main	  
• 5,435	  LF	  of	  6”	  vacuum	  main	  
• 1,095	  LF	  of	  4”	  vacuum	  main	  
• 1,670	  LF	  of	  3”	  vacuum	  service	  lateral	  (to	  vacuum	  pits)	  
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• 71	  vacuum	  pits	  
• 14	  buffer	  tanks	  
• 2,368	  LF	  of	  6”	  gravity	  lateral	  (to	  property	  line)	  

	  
The	  vacuum	  collection	  system	  is	  operated	  by	  vacuum	  provided	  from	  the	  vacuum	  
pump	  station	  located	  at	  6630	  Front	  Street	  at	  the	  KWRU	  WWTP	  site.	  	  The	  vacuum	  
collection	   tank	   is	   buried,	   with	   adjacent	   inlet	   and	   discharge	   valve	   vaults.	   	   The	  
submersible	   sewage	   pumps	   are	   located	   in	   the	   vacuum	   collection	   tank,	   are	   rail	  
mounted	   and	   are	   readily	   accessible	   through	   two	   quick-‐release	  manways.	   	   The	  
vacuum	  pumps	  and	  motor	  control	  center	  are	  located	  in	  an	  adjacent	  building.	  	  All	  
components	  are	  in	  good	  condition.	  
	  
The	  vacuum	  pump	  station	  consists	  of:	  

• One	  5,000	  gallon	  vacuum	  collection	  tank	  
• Two	  25	  HP,	  460	  V,	  3	  Φ,	  submersible	  sewage	  solids-‐handling	  pumps	  
• Four	  25	  HP,	  460	  V,	  3	  Φ,	  vacuum	  pumps	  
• Motor	  control	  center	  
• Vacuum	  Station	  building	  

	  
	  

Sewage	  Force	  Main	  Systems	  
The	  KWRU	  sewage	  force	  main	  systems	  consist	  of	   force	  main	  piping	  of	  varying	  
sizes	   and	   10	   Utility-‐owned	   pump	   stations.	   	   There	   are	   approximately	   29	  
privately-‐owned	   pump	   stations	   connected	   to	   the	   KWRU	   force	   main	   systems.	  	  
The	  piping	  is	  PVC	  or	  HDPE	  and	  is	  in	  new	  to	  good	  condition	  and	  is	  located	  in	  the	  
public	  right	  of	  way	  and	  in	  easements.	   	  The	  quantities	  of	  privately-‐owned	  force	  
mains	  are	  not	  included	  in	  the	  summary	  below.	  
	  
The	  force	  main	  systems	  consist	  of	  approximately:	  

• 8,110	  LF	  of	  8”	  force	  main	  
• 3,636	  LF	  of	  6”	  force	  main	  
• 11,085	  LF	  of	  4”	  force	  main	  

	  
The	  sewage	  pumping	  stations	  consist	  of:	  

• Pines	  &	  Palms	  Pump	  Station:	  Two	  5	  HP,	  480	  V,	  3	  Φ,	  submersible	  solids-‐
handling	  pumps	  

• Boyd’s	  Campground	  Pump	  Station:	  Two	  5	  HP,	  230	  V,	  3	  Φ,	   submersible	  
grinder	  pumps	  

• Laundromat	   Lift	   Station:	   Two	   0.5	   HP,	   240	   V,	   1	   Φ,	   submersible	   solids-‐
handling	  pumps	  

• L2A	  Pump	  Station:	  Two	  5	  HP,	  230	  V,	  3	  Φ,	  submersible	  grinder	  pumps	  
• Forcemain	   Pump	   Station:	   Two	   5	   HP,	   230	   V,	   3	   Φ,	   submersible	   grinder	  

pumps	  
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• L4	   Lift	   Station:	   Two	   0.5	   HP,	   230	   V,	   1	   Φ,	   submersible	   solids-‐handling	  
pumps	  

• L3	   Lift	   Station:	   Two	   0.5	   HP,	   230	   V,	   1	   Φ,	   submersible	   solids-‐handling	  
pumps	  

• L1	   Lift	   Station:	   Two	   0.5	   HP,	   230	   V,	   3	   Φ,	   submersible	   solids-‐handling	  
pumps	  

• Bayshore	   Manor	   Pump	   Station:	   Two	   2	   HP,	   230	   V,	   3	   Φ,	   submersible	  
grinder	  pumps	  

• Monroe	   County	   Animal	   Shelter:	   Two	   2	   HP,	   230	   V,	   3	   Φ,	   submersible	  
solids-‐handling	  

• MCDC	  Main	  Pump	  Station:	  Two	  15	  HP,	  460	  V,	  3	  Φ,	   submersible	   solids-‐
handling	  pumps	  

• Golf	   Course	   Main	   Pump	   Station:	   Two	   5HP,	   408	   V,	   3	   Φ,	   submersible	  
grinder	  pumps	  

	  
	  

Reclaimed	  Water	  Mains	  
The	  KWRU	  reclaimed	  water	  transmission	  system	  pumps	  reclaimed	  water	  to	  the	  
Key	  West	  Golf	  Club,	  the	  Monroe	  County	  Detention	  Center	  and	  has	  recently	  been	  
extended	  to	  the	  Lower	  Florida	  Keys	  Medical	  Center,	  Gerald	  Adams	  elementary	  
school	   and	   the	  Florida	  Keys	  Community	  College.	   	  The	   transmission	  mains	   are	  
constructed	   of	   PVC	   and	   HDPE	   pipe	   and	   are	   in	   new	   to	   good	   condition.	   	   The	  
piping	  is	  located	  in	  the	  public	  right	  of	  way	  and	  in	  easements.	  
	  
There	   are	   two	   Utility-‐owned	   reclaimed	   water	   pumping	   stations.	   The	   main	  
pumping	   station	   is	   located	   at	   the	   KWRU	  WWTP	   at	   6630	   Front	   Street.	   	   This	  
pump	   station	   is	   in	   good	   condition.	   	   The	   secondary	   pump	   station	   is	   located	  
adjacent	  to	  the	  reclaimed	  water	  storage	  pond	  on	  the	  Key	  West	  Golf	  Club.	   	  The	  
secondary	  pump	  station	  withdraws	  reclaimed	  water	   from	  the	  8”	   transmission	  
main	   upstream	   of	   the	   discharge	   into	   the	   storage	   pond.	   	   It	   pumps	   reclaimed	  
water	  to	  the	  Monroe	  County	  Detention	  center	  and	  other	  users	  on	  North	  College	  
Road.	  	  The	  secondary	  pump	  station	  is	  in	  new	  condition.	  
	  
The	  reclaimed	  water	  transmission	  system	  consists	  of	  approximately:	  

• 8,150	  LF	  of	  8”	  transmission	  main	  
• 4,525	  LF	  of	  4”	  transmission	  main	  
• 16	  LF	  of	  3”	  transmission	  main	  

	  
The	  reclaimed	  water	  pumping	  stations	  consist	  of:	  

• Main	  Pump	  Station:	  Two	  40	  HP,	  460	  V,	  3	  Φ,	  dry-‐well	  water	  pumps	  
• Golf	   Course	   Pond	   Pump	   Station:	   Two	   2	   HP,	   230	   V,	   3	   Φ,	   submersible	  

water	  pumps	  

2-5



KW	  Resort	  Utilities\Report\Section	  2	  
HC	  #14076.00	   	   	  
	  
	  

On-Site	  Infrastructure	  Owned	  by	  Others	  
Certain	   larger	   properties	   on	   Stock	   Island	   that	   are	   connected	   to	   the	   KWRU-‐
owned	  vacuum	  sewer	   system,	   the	  gravity	   sewer	   system	  or	   to	   the	   sewer	   force	  
mains	   have	   on-‐site	   collection	   systems	   that	   are	   owned	   and	  maintained	   by	   the	  
property	   owners.	   	   The	   types	   and	   quantities	   of	   infrastructure	   on	   these	  
properties	   has	   been	   estimated	   using	   available	   design	   drawings,	   permitting	  
information	  scaled	  aerial	  photographs	  and	  historical	  knowledge	  of	  the	  facilities.	  
	  
Many	  of	   these	   larger	  properties	  have	  been	   re-‐developed	   in	   recent	  years.	   	  The	  
piping	   generally	   consists	   of	   PVC	   or	   HDPE	   piping	   and	   is	   in	   new	   to	   good	  
condition.	   	  The	  attached	  spreadsheet	  provides	   information	  regarding	   the	   type	  
of	  collection	  systems	  and	  the	  estimated	  quantities	  of	  infrastructure	  present	  for	  
each	  property.	  
	  
2.03 AWT	  WWTP	  and	  Injection	  Wells	  

	  
KWRU	  has	  an	  existing	  499,999	  gpd	  AADF	  AWT	  WWTP.	  	  They	  have	  two	  (2)	  back-‐
up	  10-‐inch	  injection	  wells.	  	  The	  primary	  means	  of	  effluent	  use	  is	  through	  the:	  

• Key	  West	  Golf	  Club	  –	  an	  18-‐hole	  golf	  course	  with	  all	  amenities	  and	  green	  
areas.	   	  The	  golf	  club	  has	  approximately	  1.5	  mg	  of	  on-‐site	  storage	  for	  the	  
reclaimed	   water.	   	   The	   golf	   club	   was	   sold	   approximately	   250,000	   gpd	  
AADF.	   	   The	   green	   areas	   can	   accommodate	   approximately	   750,000	   gpd	  
AADF	  if	  required.	  

• Monroe	   County	   Detention	   Center	   (MCDC)	   –	   this	   facility	   uses	   reclaimed	  
water	  for	  the	  toilets	  and	  other	  non-‐human	  contact	  water	  uses	  as	  well	  as	  
for	  irrigation.	  	  MCDC	  was	  sold	  approximately	  15,000	  gdp	  AADF.	  	  Note	  that	  
institutional	  and	  emergency	  uses	  are	  not	  a	  portion	  of	  the	  reclaimed	  water	  
sales.	  

• Lower	  Florida	  Key	  Medical	  Center	  –	  a	  recent	  new	  customer.	  
• Gerald	  Adams	  Elementary	  School	  –	  a	  recent	  new	  customer.	  
• Florida	  Keys	  Community	  College	  –	  a	  recent	  system	  extension.	  

	  
There	   is	   an	   agreement	   for	   reuse	   water	   for	   the	   developing	   Sunset	   Marina	   as	  
shown	  in	  Appendix	  G	  for	  another	  reclaimed	  water	  customer.	  
	  
Future	   additional	   reclaimed	   water	   users	   will	   be	   the	   re-‐developing	   areas	  
discussed	  earlier.	  
	  
The	  KWRU	  service	  area	  is	  shown	  on	  Figure	  1.	  
	  
The	   following	   pages	   are	   taken	   directly	   from	   the	   FDEP	   approved	   WEC	  
Preliminary	  Design	  Report.	  
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2.04 Original	  Cost	  Less	  Depreciation	  
	  

Original	  Cost	  Less	  Depreciation	  (OCLD)	  is	  not	  FMV.	  	  The	  OCLD	  of	  the	  net	  plant	  in	  
service	   as	   of	   December	   31,	   2013	   is	   $11,979,838	   (see	   page	   18	   of	   18	   of	   utility	  
plant	   in	  service-‐restated-‐Order	  No.	  PSC-‐09-‐0057-‐FOF-‐SU).	   	  The	  Monroe	  County	  
CIAC	  as	  of	  2004	  was	  $4,606,000.	   	  The	  weighted	  average	  service	  life	  is	  45	  years	  
for	  the	  CIAC.	  	  The	  OCLD	  of	  that	  CIAC	  is	  $3,582,444.	  	  The	  facilities	  are	  owned	  and	  
operated	   by	   KWRU.	   	   The	   original	   cost	   for	   the	   utility	   began	   in	   1985	   and	   the	  
majority	  of	   the	  existing	  assets	  were	  built	  originally	   in	   the	   following	   three	   time	  
periods;	  1986,	  1996-‐99	  and	  2002-‐2008.	  
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SECTION 3 
VALUATION METHODS 

 
 
 

3.1 GENERAL 
 

The objective of this Report is to determine the fair market value of the Utility.  Fair 
market value assumes that both the buyer and the seller are aware of all relevant 
information and that neither party is under the compulsion to act.  The method 
utilized herein to provide a basis for an opinion of value considering the three 
approaches consisting of: 
 

i. the cost approach; 
ii. the income approach; and 
iii. the comparable sales approach. 

 
These approaches analyze various aspects of the utility system, including the physical 
conditions of the existing utility system, the cash flows anticipated to be generated by 
the utility system in the future, and finally, the transaction factors related to the 
acquisition of similar systems in the past.  Even though none of these methods may 
be considered ideal on a stand-alone basis, since each evaluated a particular facet of 
the utility system, the consideration and relative weighting of all three provides 
valuable input when considering other factors and the use of judgment in 
determining the value of the Utility.  The remainder of this section provides a general 
description of the valuation approaches considered for the Report. 
 
 
3.2 COST APPROACH 
 
Replacement cost new less depreciation (RCNLD) is a cost approach method selected 
for this report that is commonly utilized in the determination of value in utilities and 
has been an accepted method in litigation cases involving the acquisition of utilities 
throughout the United States.  The primary reason for this is the fact that most utilities 
are comprised of complex treatment, pumping, and piping networks which all have 
various services lives and different years of installation.  In order to address these 
technically complex facilities, the RCNLD method has been developed. 
 
There is a difference between the reproduction cost and replacement cost of utility 
assets.  The reproduction cost is a duplication of exactly the same facilities.  In 
contrast, the replacement cost is the provision of facilities that would be available 
today with their improved efficiencies and more effective cost utilizing the 
commercially available materials, equipment, etc. complete as one single project and 
obtaining the economy of scale thereof.  The replacement cost method assumes that 
the most economical sequence of construction is utilized.  This means that the cost of 
restoration, impacts of conflicts, etc. are not included.  In addition, only one (1) start 
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up and shut down cost is included.  Similarly, any premiums or overtime costs or 
special procurement mobilization/demobilization costs are not included other than 
for the single large economic construction project.  The replacement cost approach 
excludes excess capital, as delineated above, which an investor would normally not 
pay for in the existing facilities.  Rather, the approach is based upon the theory of the 
substitution and the prevailing market concept that no investor would pay more than 
the cost to replace the same system with the same characteristics in the most efficient 
manner. 
 
There are three (3) components to the overall depreciation taken in this approach.  
The first component of depreciation, and the first to be applied, is the physical 
depreciation of the property.  The second level is the functional obsolescence of the 
existing property and is deducted from the replacement cost new less physical 
depreciation.  The functional obsolescence is associated with the facilities themselves 
and is inherent to the Utility itself being derived from construction, configuration, 
operations, management, and administration.  The final component of depreciation 
in the method is for external obsolescence.  External obsolescence accrues from all 
outside factors impacting the Utility.  The impact of regulation, customer acceptance, 
historical rate and charge regulation or lack thereof, the ability to generate excess 
revenues sufficient to support the system, development conditions, and many other 
factors external to the system itself. 
 
The RCNLD analysis is based upon the following assumptions: 
 

1. All Utility physical assets are designed, permitted and constructed in one 
continuous effort. 
 

2. The construction activities are assumed to follow the same historical sequence 
as that followed in the service area.  For example, gravity collection mains, 
force mains and manholes were assumed to be constructed before or 
simultaneously with the roads and driveways.  The vacuum system is as 
constructed. 
 

3. The engagement of general contractors, acting for the Utility and under its 
supervision, utilizing current construction practices and procedures to 
replace the property in such a manner so as to achieve all efficiencies that 
these procedures and practices would allow. 
 

4. The replacement unit prices from recent sources are adjusted based on the 
appropriate index. 
 

5. The replacement unit prices include the costs of all labor, material, and 
equipment directly related to specific items. 
 

6. The replacement cost includes the cost associated with overhead and 
engineering fees incurred throughout the course of the project.  These costs 
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are presented as a percentage of the total construction costs of the replaced 
facilities and depreciated in the replacement cost analysis. 
 

 
3.2.1 Depreciation Analysis 
 
Depreciation is defined basically as the loss of value or worth of a property from all 
causes including those resulting from physical deterioration, functional obsolescence, 
and economic obsolescence.  These causes and their effects are usually unique to each 
utility. 
 
 
3.2.1.1 Average Service Life (ASL) Schedule 
 
The appropriate ASL schedule for valuation of any utility should consider 
manufacturers’ anticipated service lives, maintenance of facilities, service lives of like 
components and the utility system as determined by field inspections.  This 
information is utilized to obtain the ASL for the Utility assets under normal service, 
including proper maintenance and repair.  HC has incorporated ASLs being used by 
representatives of the wastewater industry in this appraisal.  The ASLs utilized in the 
replacement cost approach are shown in Table 4-3 located in Section 4. 
 
The effects of both the level of maintenance performed on the Utility and the 
deficiencies of the Utility on the value of the assets are addressed later in this analysis.  
These effects are determined based on inspection, evaluation, and analyses of the 
Utility assets which provide specific functions for the Utility.  The impacts from lack 
of maintenance and observed deficiencies are then applied in the replacement cost 
analysis. 
 
 
3.2.2 Cost Determination 
 
Complete Construction costs are used in the determination of the estimated cost-new 
valuation. 
 
 
3.2.3 Indirect Cost Components and Percentages 
 
The cost approach includes the costs associated with overhead incurred throughout 
the course of construction.  These costs are presented as a percentage of the total 
construction costs of the replaced facilities.  Engineering and other costs are 
depreciated, as they are associated with the assets in the replacement cost analysis. 
 
 
3.3 INCOME APPROACH 
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The income approach values a utility based on the present value of the available cash 
flows anticipated to be generated in the future.  The theory behind this particular 
approach is based upon the concept of converting the anticipated financial benefits of 
ownership in the future to an estimate of the present value in today’s environment.  
Depending upon the circumstances surrounding each acquisition, the income stream 
may be based on the net operating revenues derived from existing and future growth 
as well as the value of capital contributions received from new system growth in the 
future. 
 
Utilizing this approach, the net income for the utility is projected over a specific 
timeframe and subsequently expressed in terms of its value today based upon the use 
of an appropriate present value or discount factor.  In order to reflect future financial 
and operational conditions as accurately as possible, this approach relies heavily on 
past and present financial data such as that found in audited financial statements and 
financial reports. The projection of net income is available over the specified time 
period, which has been determined to be 36 years.  It is anticipated that certain pipe 
and property would exceed 36 years in future life; while equipment, instrumentation, 
meters, etc. would have to be replaced well before a thirty six (36) year period. For 
the purposes of this report, a 30 year period plus reversion is used.  Note that 
renewals and replacements (R & R) and a recovery of maintenance costs are provided 
in the rate revenue.  Finally, any other adjustments, which may be appropriate, are 
made based on the circumstances surrounding the particular acquisition.   
 
In general, the development of an income approach would involve the following steps 
and decisions: 
 

1. Determine the appropriate term to use for the projection period.  Based on the 
individual circumstances, this period may change from acquisition to 
acquisition.  For example, the anticipated remaining useful life of the physical 
assets may be used if adequate information exists for this determination. 
 

2. Review relevant past and present financial and operating data available for the 
utility as it exists today.  This will include sources of operating and capital 
revenues and expenses; transfers; depreciation (if appropriate); personnel 
and associated costs; historical customer growth and usage patterns; known 
and anticipated changes in future customer statistics; and similar factors. 
 

3. Develop a customer and usage forecast corresponding to the projection period 
chosen based on the review of past and present actual financial data and any 
known or anticipated changes in the future. 
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4. Develop a schedule of revenues and expenses for the projection period based 
on the customer forecast and current financial statistics of the system while 
reflecting applicable adjustment thereto pursuant to the ownership assumed 
in the analysis.  In projecting the revenues and expenses, other adjustments 
may be necessary based on the assumptions inherent in the particular 
analysis. 
 

5. Determine any appropriate capital contributions and/or capital expenditures 
which may be necessary as a result of new customer growth or capital 
improvement needs in the future.  This facet of the cash flow analysis will 
depend on factors such as the remaining capacity in the existing system and 
the assumed customer forecast.  Based on such assumptions, the inclusion of 
capital revenues and/or capital expenditures in the present value analysis 
may be appropriate.  Such capital revenues are only collected up to the full 
utilization of existing capacity, no system expansion beyond the 850,000 gpd 
AWT WWTP capacity are provided. 
 

6. Determine the applicable present value discount factor to be utilized in the 
analysis.  This factor will vary depending on the ownership assumed in the 
future.  For example, under non-for-profit ownership, the current interest rate 
on long-term tax free revenue bonds may serve as the basis for the discount 
rate.  
 

7. Apply the present value discount factor to the anticipated cash flows for the 
projection period. 

 
8. Make any other appropriate adjustments which may be necessary. 

 
For this particular valuation, there are factors which nullify the importance of the 
income approach in the opinion of value. The income approach is further discussed 
in Section 5. 
 
 
3.4 COMPARABLE SALES AND COMPARABLE PROJECTS DEPRECIATED 

APPROACH 
 
The comparable sales approach to utility valuation assumes that knowledgeable 
buyers and sellers of water, wastewater and reclaimed utilities generally know the 
“Market” for such utility systems.  The purpose of this market approach is to examine 
the history of water, wastewater and reclaimed utility acquisitions, and to analyze the 
conditions under which the systems were acquired in an effort to arrive at an implied 
purchase price for the subject system. Research has been conducted in order to gather 
a database of information regarding utility acquisitions.  In order to compare the 
different transactions, various financial, technical, legal, and customer service 
information was analyzed and adjusted.  Moreover, discussions with the negotiators, 
buyers, and sellers are useful and informative to the analyses. 
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Since recent Air Vac collection systems have been installed in the Florida Keys in 
Islamorada, Cudjoe Key and other areas. Such costs were reviewed and depreciated 
as a comparison.  This serves as a check to the replacement cost new plan take-offs 
and contractor estimates.  Both would then be depreciated and adjusted the same to 
render a second check of the cost approach and what the market has paid for similar 
facilities.  
 
 
3.5 SUMMARY 
 
In order to determine the fair market value for the Utility to be acquired, this Report 
considers three valuation approaches.  The three valuation approaches include the; 
1) cost approach; 2) income approach (not used) and 3) comparable sales approach 
(modified as stated above).  Each approach is independent and results in a separate 
and distinct finding.  Such findings are subsequently weighted and considered 
together with other factors to formulate an opinion of value for the Utility.  The 
resulting opinion of value is based upon the foregoing findings as well as professional 
experience utilizing the extraordinary assumptions and hypothetical conditions as 
stated herein. 
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SECTION 4 
COST APPROACH 

 
 
 

4.1 INTRODUCTION 
 

This section of the Report presents the Cost Approach for the Utility property that 
are providing wastewater services for the KWRU customers.  The methodology 
selected for use in the Cost Approach valuation of the above Utility is replacement 
cost new less depreciation (“RCNLD”).  This method is commonly utilized in the 
determination of value of public utilities and has been an accepted method with 
regard to value for several court cases involving the acquisition of utilities 
throughout the United States.  The primary reason for using the RCNLD method is 
the fact that most utilities are comprised of complex treatment, pumping, and piping 
networks with various service lives and years of installation.  In order to address 
these technically complex facilities, the RCNLD method has been chosen for the Cost 
Approach for valuation. 
 
 
4.2 REPLACEMENT COST DETERMINATION 
 
The replacement cost of this special purpose property to be in place and in-service 
is determined by calculating the construction cost of the same, equivalent or like-
kind new facilities which the marketplace would install and deducting the various 
forms of depreciation.  The determination of replacement assumes that replacing 
the Utility is one (1) large project with inherent economies of scale which are 
represented in the determination of replacement costs.  The replacement costs used 
are derived from a variety of sources.  These sources include: 
 

a. Actual construction costs of projects from HC research; 
b. Calls to contractors for estimates of prices, including those direct cost 

components which are generally described in Table 4-1 herein; 
c. Calls to manufacturers for material prices as well as for their experiences 

associated with the installation of their equipment; 
d. Bill of sales where applicable; 
e. Utilization of various construction cost estimating manuals such as the RS 

Means Cost Data (“RS Means”) and/or the Engineering News Record (“ENR”) 
Cost Indices/Information for various components; and 

f. Utilizing capacity ratios as necessary to interpolate to a needed equivalent 
facility from two (2) comparable bids of slightly differing size. 
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Table 4-1 

Direct Cost Components Included in Unit Prices 
Item No. Description 
  
1 Replacement Cost of the Item 
2 Sales Taxes, as Applicable 
3 Freight 
4 Rigging and Moving, as Applicable 
5 General Electrical Item Related 
6 Item Foundation or Fixture 
7 Item Piping Connection to Value of Plant Piping, as Applicable 
8 Debugging, as Applicable 
9 Item Operation and Maintenance (O&M) Manual 
10 Start-Up 
11 
12 

Labor and Cost for Construction 
Equipment/Machinery/Tools/Specials Necessary for Installation 

 
 
Data obtained from the above sources has been summarized and included within 
the analyses provided.  Additionally, construction work in progress is not valued 
and is considered as part of the standard terms and conditions of a utility 
transaction. 
 
The American Society of Appraisers (“ASA”), in their Principals of Valuation courses 
involving the machinery and technical specialties which include the specific 
provision for public utilities, have developed valuation guidelines.  Through their 
courses title ME 201, 202, 203, and 204 for machinery and equipment valuation, the 
methodology is summarized.  These guidelines provide for the rounding of valuation 
amounts.  This report is compliant with the Uniform Standards of Professional 
Appraisal Practice, 2014-2015 Edition.  The rounding pursuant to ASA guidelines 
are shown in Table 4-2, below. 
 

Table 4-2 
Rounding of Valuation Amounts 

Amount Determined Rounded to Nearest (1) 

0-$2,000 $10 
$2,001-$20,000 $100 

$20,001-$500,000 $1,000 
$500,001-$10,000,000 $10,000 

Over $10,000,000 $100,000 
___________ 
Source: ASA guidelines 
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4.2.1 INDIRECT COST COMPONENTS 
 
The indirect cost components included in this analysis are legal costs; insurance 
costs and other related insurance items; licenses, permits, and fees; technical 
services; financing; and complete overhead costs.  Table 4-3 below presents these 
costs as a percentage of the asset.  This is customary and typical for the industry.  
Note that the ASCE Manual of Practice No. 45 and the Florida Institute of Consulting 
Engineering curves are utilized for the technical service aspects.  Also note that it is 
assumed that the construction period for this project would be 18 months using a 
50% convention and a developer’s 4.5% interest rate on financing provided for a 
calculated value of 3.4% of costs.  WEC, HC and KWRU have costs, which are typical 
for a utility system of this kind.  Those costs involve the administration, owner’s 
overhead and planning costs associated with the owner’s activities.  This percentage 
has been taken at 3.5%.  The total indirect cost for the project has been determined 
at 21.7%. 
 

Table 4-3 
Indirect Cost Components and Percentages 

Description Percentage (1) 

Legal 1.0% 
Insurances, etc. 0.5% 
Licenses, Permits, and Fees 1.0% 
Accounting 0.5% 
Engineering & Surveying, Procurement, Monthly Pay 
Requests, Construction Management and Record Drawings 

8.9% (2) 

Testing, Technical Services, O&M Manual, Start-Up and 
Certification  

2.9% (2) 

Financing (18 months – 50% convention) 3.4% (3) 

Administration, Overhead, Planning, Owner’s Rep., etc.  3.5% (4)  
Total 21.7% 
 
____________________________ 
Notes:  (1) Otherwise stated from market review of total project costs without 

premiums or interveners or special services. 
 (2) ASCE MOP 45 and FICE curves. 
 (3) Assumes financing @ 4.5% 
 (4) Administration as part-time @ 1.0%, Owner’s Overhead @ 1.0%, 

Planning @ 0.5%, and Rep. @ 1.0%. 
 

4.3 RECOMMENDED DEPRECIATION SCHEDULE 
 
Each Utility component has been assigned an average service life.  HC’s professional 
staff has performed numerous property studies including surveys of Florida 
utilities, analysis of Public Service Commission regulated utilities, specific surveys 
and reports for utility systems, as well as utilizing the available information on 

4-3



KW Resort Utilities\Report\Section 4 
HC #14076.00  

depreciation of public utility property specific to the design specification delineated 
within this section.  HC has used the information compiled and their professional 
experience and judgement to assign appropriate average services lives. 
 
Table 4-4 summarized utility system component average service life (“ASL”) for 
each of the various categories of property utilized in this appraisal for physical 
depreciation.  The depreciation has been taken on a straight-line basis utilizing the 
components and the average service lives shown on Table 4-4. 
 

Table 4-4 
Water and Wastewater System Component 

Average Service Life (ASL) 
Category ASL 

Raw Wastewater Force or Vacuum Mains 75 Years 
Vacuum Pit 30 Years 
Vacuum Station (WWTP) 60 Years 
Services 60 Years 
Gravity Sewers 75 Years 
Manholes 60 Years 
Lift Stations 50 Years 
Wastewater Treatment Plant (Structure & Improvements) 50 Years 
Pumping Equipment 20 Years 
Treatment Equipment 40 Years 
Tanks / Reservoirs 60 Years 
Chemical Tanks 40 Years 
Electrical Equipment 30 Years 
Master Meter 15 Years 
Valves 75 Years 
Disinfection Equipment 20 Years 
Site Work 50 Years 
Land ACKW / N/A 
Easements ACKW / N/A 
Inventory / Consumables At Cost 
Equipment, Tools & Portable Items 15 Years Composite 

 
 
4.4 ESCALATION INDICES 
 
The escalation indices used in this Report are applied when trending capital costs – 
the Engineering News Record Construction Cost Index, sales operations – the FPSC 
Price Deflation and CPI and as the risk free rate portion of the discount factor build-
up method.  Table 4-5 presents a summary of these indices. 
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FPSC Annual  
Commission- 

Apprvd Index of  
Regulated Water &  

WW Utilities 
Year FPSC Price Deflator 

Index % Chg. Index % Chg. % Chg.  
90.9 3,535 

1982 9.02% 96.5 6.13% 3,825 8.20% 
1983 5.99% 99.6 3.21% 4,066 6.30% 
1984 4.25% 103.9 4.30% 4,146 1.97% 
1985 3.76% 107.6 3.55% 4,195 1.18% 
1986 3.33% 109.6 1.90% 4,295 2.38% 
1987 2.69% 113.6 3.66% 4,406 2.58% 
1988 2.89% 118.3 4.08% 4,519 2.56% 
1989 4.35% 124.0 4.83% 4,615 2.12% 
1990 4.12% 130.7 5.40% 4,732 2.54% 8.61% 
1991 4.12% 136.2 4.23% 4,835 2.18% 8.14% -0.47% 
1992 3.63% 140.3 3.03% 4,985 3.10% 7.67% -0.47% 
1993 3.33% 144.5 2.95% 5,210 4.51% 6.59% -1.07% 
1994 2.56% 148.2 2.61% 5,408 3.80% 7.37% 0.78% 
1995 1.95% 152.4 2.81% 5,471 1.16% 6.88% -0.49% 
1996 2.49% 156.9 2.93% 5,620 2.72% 6.71% -0.17% 
1997 2.13% 160.5 2.34% 5,826 3.67% 6.61% -0.10% 
1998 2.10% 163.0 1.55% 5,920 1.61% 5.58% -1.03% 
1999 1.21% 166.6 2.19% 6,059 2.35% 5.87% 0.30% 
2000 1.36% 172.2 3.38% 6,221 2.67% 5.94% 0.07% 
2001 2.50% 177.1 2.83% 6,343 1.96% 5.49% -0.45% 
2002 2.33% 179.9 1.59% 6,538 3.07% 5.40% -0.09% 
2003 1.31% 184.0 2.27% 6,694 2.39% 4.96% -0.44% 
2004 1.60% 188.9 2.68% 7,115 6.29% 5.04% 0.09% 
2005 2.17% 195.3 3.39% 7,446 4.65% 4.64% -0.40% 
2006 2.74% 201.6 3.23% 7,751 4.10% 4.89% 0.24% 
2007 3.09% 207.3 2.85% 7,966 2.77% 4.84% -0.05% 
2008 2.39% 215.3 3.84% 8,310 4.32% 4.28% -0.56% 
2009 2.55% 214.5 -0.36% 8,570 3.13% 4.08% -0.20% 
2010 0.56% 218.1 1.64% 8,802 2.71% 4.25% 0.17% 
2011 1.18% 224.9 3.16% 9,066 2.99% 3.91% -0.34% 
2012 2.41% 229.6 2.07% 9,313 2.73% 2.92% -0.99% 
2013 1.63% 233.0 1.46% 9,546 2.50% 3.45% 0.52% 
2014 1.41% 235.0 0.88% 9,699 1.61% 3.66% 0.21% 

30-Yr Avg 2.46% 2.88% 2.89% 
20-Yr Avg 1.96% 2.42% 3.08% 5.16% 
10-Yr Avg 2.01% 2.40% 3.62% 4.23% 
5-Yr Avg 1.44% 1.60% 2.81% 3.72% 
1-Yr Avg 3.66% 

(Estab. Jan 27, 2014) 
(Upd. Apr 23, 2014) 

Table 4--5 
Escalation Indices 

(through Mar 2014) (through Apr 2014) through 4/22/14 
(Upd. Apr 23, 2014) (Upd. Apr 23, 2014) (Upd. Apr 23, 2014) 

U.S. Dept. of Labor  
Bureau of Labor Stats -  
Customer Price Index -  

Avg. All Urban  
Consumers (CPI-U) US  

Engineering News  
Record Construction  

Cost Index 

Risk Free Rate as  
calculated from Daily  

U.S. Treasury Yield  
Curve Rates 

CPI-U ENR CCI Ann. Avg Risk Free Rate 
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4.5 REPLACEMENT COST NEW LESS PHYSICAL DEPRECIATION (RCNLPD) 
BASED UPON UTILITY PLANT IN SERVICE 

 
One method of attaining the RCNLPD is through a trending methodology.  The other 
method is a construction cost estimating exercise for the existing assets. 
 
Appendix F presents the NARUC Utility Plant in Service (UPIS) listing for KWRU. 
 
Table 4-6 presents the Tangible Personal Property (TPP) trended and physically 
depreciated only.  Note that intangible property and real property are not included 
in the table. 
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Table 4-6 
RCNLPD Based Upon UPIS 

(Tangible Personal Property Only) 
 

Description Yr (1) OC (2) 

Esc. 
(3) RCN (4) 

ASL 

(5) PD% (6) 

RCNLPD 

(7) 

Structures 1985 82,300 2.31 190,100 50 58 79,800 
Furniture 1985 2,500 2.31 - 15 - 300 
Misc. 
Equipment 1985 44,200 2.31 - 15 - 4,400 
Pumps 1985 163,100 2.31 - 20 - 16,300 
Force Mains 28 1986 385,100 2.26 870,300 75 37 548,300 
Gravity 1986 228,800 2.26 517,100 75 37 325,800 
Reuse Pond 1986 525,000 2.26 1,187,000 60 47 629,100 
Force Mains 24 1990 76,100 2.05 156,000 75 32 106,100 
Gravity 1990 38,000 2.05 77,900 75 32 53,000 
Plant 1990 38,000 2.05 77,900 50 48 40,500 
Force Mains 22 1992 39,600 1.95 77,200 75 29 54,800 
Force Mains 21 1993 404,100 1.86 752,300 75 28 541,700 
Force Mains 20 1994 129,900 1.79 232,500 75 27 146,500 
Force Mains 18 1996 23,700 1.73 41,000 75 24 31,200 
Force Mains 16 1998 21,800 1.64 35,800 75 21 28,300 
Gravity 20 (1994) 1990-8 475,000 1.79 851,900 75 27 621,900 
Services 22 
(1992) 1985-99 448,000 1.95 873,600 60 37 550,400 
Plant Expansion 1996 150,500 1.73 260,400 50 24 197,900 
Plant 17 1997 849,500 1.66 1,414,200 50 34 933,400 
Plant 14 2000 30,400 1.56 47,400 50 28 34,200 
Force Mains 13 2001 68,200 1.53 104,400 75 17 86,700 
Office Str. 12 2002 44,500 1.48 65,900 30 40 39,500 
Force Mains 12 2002 227,600 1.48 336,900 75 16 283,000 
Gravity 12 2002 2,500 1.48 3,700 75 16 3,100 
Reuse FM 12 2002 165,200 1.48 244,500 75 16 205,400 
Furniture Misc. 
Eq. 12 2002 10,600 1.48 15,700 15 80 3,100 
CIAC 12 2002 213,000 1.48 315,200 75 16 264,800 
Electrical/Etc. 11 2003 53,500 1.45 77,600 30 37 48,900 
Vacuum Sta. Str.  2003 378,000 1.45 548,100 50 22 427,500 
Str. Other 2003 6,100 1.45 8,800 50 22 6,900 
Gen. Imp. 2003 4,900 1.45 7,100 30 37 4,500 
10" Vacuum 
Main 2003 1,243,100 1.45 1,802,500 75 15 1,532,100 
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8" Vacuum 
Main 2003 395,400 1.45 573,300 75 15 487,300 
6" Vacuum 
Main  2003 437,300 1.45 634,000 75 15 539,000 
4" Vacuum 
Main  2003 64,900 1.45 94,100 75 15 80,000 
Vac. Main App. 2003 147,000 1.45 213,200 75 15 181,200 
Gravity Sewers 2003 185,600 1.45 269,100 75 15 228,700 
Type A Vac. Pit 2003 316,300 1.45 458,600 30 37 288,900 
Type B Vac. Pit 2003 256,100 1.45 371,300 30 37 233,900 
Type C Vac. Pit 2003 252,200 1.45 365,700 30 37 230,400 
Reuse Pump St. 2003 44,000 1.45 63,800 40 28 45,900 
Pumps 2003 5,500 1.45 8,000 20 55 3,600 
Pumps 2003 7,300 1.45 10,600 20 55 4,800 
Reclaimed Mn 
8" 2003 70,400 1.45 102,100 75 15 86,800 
Plant Equipment 2003 822,100 1.45 1,192,000 40 28 858,200 
Vac. Stat. FM 2003 1,700 1.45 2,500 75 15 2,100 
Software, etc. 2003 5,200 1.45 7,500 15 73 2,000 
Gravity Sewers 
10 2004 85,600 1.36 116,400 75 13 101,300 
Services 2004 118,000 1.36 160,500 60 17 133,200 
Reuse Panel 2004 3,200 1.36 4,400 30 33 2,900 
Pump 2004 2,600 1.36 3,500 20 50 1,800 
Emer. Rec.  2004 1,400 1.36 1,900 30 33 1,300 
Plant Skim 2004 21,200 1.36 28,800 40 25 21,600 
Plant 9 2005 1,200 1.3 1,600 50 18 1,300 
Collection 2005 134,200 1.3 174,500 75 12 153,600 
Services 2005 65,800 1.3 85,500 60 15 72,700 
Pumps 2005 19,300 1.3 25,100 20 45 13,800 
Plant 2005 10,800 1.3 14,000 40 23 10,800 
Pumps 2005 5,900 1.3 7,700 20 45 4,200 
Generator 8 2006 109,300 1.25 136,600 30 27 99,700 
Sewers 2006 368,100 1.25 460,100 75 11 409,500 
Services 2006 142,100 1.25 177,600 60 13 154,500 
Pump 2006 5,300 1.25 6,600 20 40 4,000 
Reuse Tm. 2006 13,800 1.25 17,300 75 11 15,400 
Pump 2006 7,900 1.25 9,900 20 40 5,900 
Plant 2006 40,200 1.25 50,300 50 16 42,300 
Pipe 2006 21,300 1.25 26,600 75 11 23,700 
Additions Stn. 7 2007 12,000 1.22 14,600 50 14 12,600 
Gravity SWR 2007 44,100 1.22 53,800 75 9 49,000 
Services 2007 123,200 1.22 150,300 60 12 132,300 
Pumps 2007 22,900 1.22 27,900 20 35 18,100 

4-8



KW Resort Utilities\Report\Section 4 
HC #14076.00  

Treatment Plant 2007 13,700 1.22 16,700 50 14 14,400 
Lab 2007 1,900 1.22 2,300 20 35 1,500 
Structures Multi 
6 2008 29,700 1.17 34,700 50 12 30,500 
Electrical/Power 2008 29,100 1.17 34,000 30 20 27,200 
Gravity SWT 
APP 2008 12,300 1.17 14,400 30 20 11,500 
Services 2008 15,800 1.17 18,500 60 10 16,700 
Plant 2008 3,200 1.17 3,700 30 20 3,000 
Pumps 2008 31,900 1.17 37,300 20 30 26,100 
Plant 2008 1,912,800 1.17 2,238,000 50 12 1,969,400 
Sewers 2008 35,300 1.17 41,300 75 8 38,000 
Office 
Equipment 2008 700 1.17 800 20 30 600 
Force Main 5 2009 17,500 1.13 19,800 75 7 18,400 
Sewers 2009 300 1.13 300 75 7 300 
Plant 2009 8,300 1.13 9,400 50 10 8,500 
CIAC 2009 35,100 1.13 39,700 60 8 36,500 
Force Mains 4 2010 22,000 1.1 24,200 75 5 23,000 
CIAC 2010 21,400 1.1 23,500 60 7 21,900 
Recon MC 2010 52,100 1.1 57,300 60 7 53,300 
Power Gen. 2 2012 18,000 1.04 18,700 30 7 17,400 
Plant 2012 9,300 1.04 9,700 50 4 8,900 
250 Gen. Set 2013 25,100 1.02 25,600 30 3 24,800 
Pumps 2013 42,800 1.02 43,700 20 5 41,500 
Plant 2013 68,900 1.02 70,300 50 2 68,900 
Gravity 2014 6,000 1.00 6,000 75 0 6,000 
Pumps 2014 34,000 1.00 34,000 20 0 34,000 
Reuse 2014 4,000 1.00 4,000 75 0 4,000 
Plant 2014 27,200 1.00 27,200 50 0 27,200 
250 Gen. Set 2014 15,000 1.00 15,000 30 0 15,000 
Reuse P.S. 2014 10,500 1.00 10,500 20 0 10,500 
Struct/P.S. 2014 28,000 1.00 28,000 50 0 28,000 
Force Mains 2014 82,000 1.00 82,000 75 0 82,000 
Vac. Pumps 2014 24,000 1.00 24,000 10 0 24,000 

      Subtotal 
15,300,70

0 

      Rounded 
15,300,00

0 

     
Overheads (8) at 

21.7% 3,320,000 

      Total 
18,620,00

0 

      
Total 

Rounded 
18,600,00

0 
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Footnotes:        
(1)  Year installed, which in certain line items differ with the year 
purchased.   
(2)  OC is the original cost without overhead or intangibles.  Tax basis original cost.  
(3)  Esc. - is the escalation factor taken by the ratio of 9,699 ENR CCI to the year 
applicable.  
(4) RCN - is the replacement cost new as a result of #2 multiplied by #3 above.  
(5)  ASL - is the average service life taken from Table 4-4 and applied to the 
property.  
(6)  PD % - is the percent depreciated for that property.  The factor is calculated by 
1-PD%.  
(7)  RCNLPD - is the trended replacement cost new less physical depreciation.  
(8)  Overheads only apply to the non-portable or fixed TPP which have such requirements and  
the percentage is taken from Table 4-3.      
 
 
 
Table 4-7 presents the equipment and tools to be used for the UPIS trending and 
the facilities costing approached. 
 
 

Table 4-7 
Equipment & Tools 

KWRU (UPIS + Budget) 
 

Description Yr (1) OC (2) 

Esc. 
(3) 

RCN 
(4) 

ASL 

(5) PD% (6) 

RCNLPD 

(7) 

A.  Vehicles               
Vac. Truck 2002 19,400 1.45 28,700 15 80 5,700 
Truck 2004 7,500 1.36 10,200 10 - 800 
Truck 2006 18,900 1.25 23,600 10 80 4,700 
Truck & B 2006 6,500 1.25 8,100 10 80 1,600 
Vehicles 2009 18,600 1.13 21,000 10 50 10,500 
Truck 2006 5,100 1.25 6,400 10 80 1,300 
Truck 2012 24,900 1.04 25,900 10 20 20,700 
Truck 2013 11,700 1.02 11,900 10 10 10,700 
Truck 2014 10,000 1.00 - 10 0 10,000 

       Subtotal $66,000 
          
B. Tools               

Tools 1984 1,100 - - 15 - 100 
Tools (1993) 1985-2001 15,000 - - 15 - 1,500 
Tools 2002 1,400 1.48 2,100 15 80 400 
Tools 2003 13,300 1.45 19,300 15 73 5,200 
Tools 2004 3,500 1.36 4,800 15 67 1,600 
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Tools 2005 4,400 1.30 5,700 15 60 2,300 
Tools 2006 200 1.25 300 15 53 100 
Tools 2008 4,900 1.17 5,700 15 40 3,400 
Tools 2009 100 1.13 100 15 33 100 
Tools (2011) 2010-2013 4,000 1.07 4,300 15 27 3,100 
Tools 2014 1,600 1.00 1,600 15 0 1,600 

            Subtotal $19,400 
                
C. Lab & Equip               

Equipment 
(1994) 1984-2003 10,000 - - 10 - 1,000 

Equipment 
(1994) 2004 1,900 1.36 - 10 - 200 

Equipment 
(1994) 2006 600 1.25 800 10 80 200 

Equipment 
(1994) 2007 1,900 1.22 2,300 10 70 700 

Equipment 
(1994) 2008 7,600 1.17 8,900 10 60 3,600 

Equipment 
(2011) 2009-2014 6,000 1.07 6,400 10 30 4,500 
            Subtotal $10,200 
D. Power Equip.               

Backhoe 1999 23,000 - - 15 - 2,300 
Jet Vac. 2006 25,000 1.25 31,300 12 67 10,300 
Screener 2006 24,600 1.25 30,800 15 53 14,500 
Restor. Clnr 2008 11,800 1.17 13,800 15 40 8,300 

            Subtotal $35,400 
                
E. Office               

Various 
(2004) 1995-2014 25,000 1.36 34,000 15 67 11,200 
            Subtotal $11,200 
F. Other               

Misc. & 
Various (2004) 1995-2014 12,000 1.36 16,300 15 67 5,400 
            Subtotal $5,400 
          
       Total $147,600 
            Rounded $148,000 
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Table 4-8 presents the inventory and supplies, which also will be used for both 
approaches. 
 

Table 4-8 
Inventory & Supplies 

KWRU (Consumables) 
 

Description O.C. RCNLPD 
Chemicals 24,700 24,700 
Supplies 15,400 15,400 

Spare Parts, etc. 26,200 26,200 
Inventory 33,600 33,600 

 Total $99,900 
 Rounded $100,000 

 
 
The real property in the amount of $8,542,000 was provided by Mr. James E. Wilson, 
MRICS of the Appraisal Company of Key West. 
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The intangible property opinion is summarized in Table 4-9. 
 

Table 4-9 
Intangible Property 

 
1. Method A - % of TPP 

 
Cases 7.5% - 25%; Nichols 7.5% - 25%; Others Range 5% to 35%. 
 
Opinion is well managed and opportunity for expansion and growth to 
849,999 gpd AADF AWT WWTP or about from 4,615 ERC’s to 8,882 ERC’s or 
approximately 92% growth or almost double capability. 
 

2. Method B – Build-Up Method 
a. FPSC Certificate/Franchise -  $400,000 
b. Contracts/Agreements -  $1,300,000 

i. MC  100,000 
ii. MCDC  50,000 

iii. Golf Course  700 gpd 
AADF Reuse  1,050,000 

iv. Marina Reuse  70,000 
v. Other (Various)  30,000 

c. Permits $160,000 
d. Management Procedures & Practices $60,000 
e. Expansion Design, Planning, Engineering 

Not Constructed  $200,000 
f. Building Business  $150,000 
g. SOP’s Router, Maint., R&R Programs $30,000 
h. Customer Lists, Data, Billing & Financial $80,000 
i. Studies, Investigations, Facilities 

Drawings, Atlases, Programs 
Maintenance and R&R  $120,000 
  _____________ 
 Total $2,500,000 
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The UPIS trending approach is summarized on Table 4-10. 
 
 

Table 4-10 
UPIS NARUC Trended 

RCNLD 
 

Description Amount 
1. RCNLPD (1) $18,600,000 
2. Equipment & Tools (2) 148,000 
3.  Inventory & Supplies (3) 100,000 

Subtotal $18,848,000 
4.  Functional Depreciation ($188,000) 
5.  External Depreciation 0 

Total TPP $18,660,000 
6.  Real Property $8,542,000 
7.  Intangible Property 4 2,500,000 

Total 29,702,000 
Rounded $29,700,000 

  
(1) Table 4-6  
(2) Table 4-7  
(3) Table 4-8  
(4) Table 4-9  

 
 

4.6 RCNLD CONSRUCTION COST 
 
Section 4.5 presented a RCN of $20,300,000 rounded and a RCNLPD of $15,300,000 
rounded without overheads.  The composite level of physical depreciation is 25% 
for the KWRU system. 
 
The equipment and tools RCNLPD is the same as in Section 4.5 (reference Table 4-
7) at $148,000. 
 
The inventory and supplied RCNLDP is the same as in Section 4.5 (reference Table 
4-8) at $100,000. 
 
Based upon the inspections and reports reviewed, there exists very little, if any, 
functional depreciation in this system.  All tangible personal property is in use, held 
for emergencies, or id industry standard for spare parts / inventory / etc.  
Nonetheless, I have taken an allocation of $188,000 as functional depreciation.  This 
same amount is used in Section 4.6 for the loss in value for this category. 
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I have found no external depreciation.  If fact the utility has plottage value that has 
not been accounted for in this Report.  Moreover, there are other opportunities 
where KWRU would be synergistic with and thereby command a premium. 
 
The real property is the same as in Section 4.5 at $8,542,000. 
 
The intangible property is also the same as in Section 4.5 at $2,500,000 although the 
percentage of the TPP’s RCNLPD differs somewhat. 
 
Finally, the overheads are the same at a 21.7% of the fixed non-portable TPP. 
 
Table 4-11 summarizes the WEC December 18, 2014 Asset Description and 
condition assessment as found reproduced in Appendix E.  I surveyed 40 AWT 
WWTP’s total project costs with capacity.  Three (3) were in the Keys (Islamorada, 
Ocean Reef Club and Key Colony facilities).  Figure 4-1 and Appendix I present this 
information. 
 
I found that for a design capacity of 500,000 gpd that the cost per gallon of capacity 
was $18.90. 
 
Table 4-11 applies the overheads to the collection system construction costs but 
not to the AWT WWTP due to the total project cost was used. 
 
Finally, the systemwide physical depreciation of 25% was applied. 
 
The result was a RCNLPD of KWRU at $16,800,000. 
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Table 4-11 
KWRU Asset Listing 

RCNLPD for Fixed TPP 
 

Description Quantity Unit Cost 

Cost for 

TPP 

10" Gravity Sewer 300 LF $90/LF 27,000 
8" Gravity Sewer 26,807 LF 75/LF 2,011,000 
6" Gravity Sewer 6,180 LF 60/LF 371,000 
Manholes 89 6,200 EA 552,000 
4" Service 3,015 LF 50/LF 151,000 
10" Vacuum Main 13,665 LF 80/LF 1,093,000 
8" Vacuum Main 4,709 LF 70/LF 330,000 
6" Vacuum Main 5,435 LF 55/LF 299,000 
4" Vacuum Main 1,095 LF 45/LF 49,000 
3" Vacuum Services 1,670 LF 40/LF 67,000 
Vacuum Pits & App 71   1,030,000 
Buffer Tanks & App 14 Mult. 465,000 
Master Vacuum P.S. 1 LS 1,040,000 
8" Force Main 8,110 LF 72/LF 584,000 
6" Force Main 3,636 LF 57/LF 207,000 
4" Force Main 11.085 LF 47/LF 521,000 
KWRU Pump Stations 10 LS 717,000 
8" Reuse Main 8,150 LF 72/LF 587,000 
4" Reuse Main 4,525 LF 47/LF 213,000 
3" Reuse Main 16 LF 40/LF 1,000 
KWRU Reuse P.S. 2 LS 355,000 
   Subtotal 10,670,000 
        
Overheads 21.70% N/A 2,315,000 
    Subtotal 12,985,000 
        

AWT WWTP with 2 @ 
10" injection wells, 
ponds, reuse quality & 
system.  AADF 

500,000 
gpd 18.9 9,450,000 

   Subtotal 22,435,000 
        
Less Systemwide 
Depreciation 25% N/A 5,609,000 
   Subtotal 16,826,000 
    Rounded 16,800,000 

 
  

4-16



0

5

10

15

20

25

30

35

40

0 10 20 30 40 50 60 70

C
o

st
 (

$
/g

a
ll

o
n

)

Capacity (MGD)

$ Per Gallon Cost

More Extensive Facilities

Less Extensive Facilities

4-17

chartman
Ellipse

chartman
Callout
KWRU

chartman
Text Box
Figure 4-1Construction Cost New Graphical Analysis of AWT MBR WWTP Surveyed

chartman
Text Box
KWRU AWT WWTP with Injection Wells, Reuse and Storage



KW Resort Utilities\Report\Section 4 
HC #14076.00  

Table 4-12 presents the RCNLD of KWRU. 
 

Table 4-12 
KWRU RCNLD Summary 

 
Description Amount 

1.  RCNLPD (1) 16,800,000 
2.  Equipment & Tools 148,000 
3.  Inventory & Supplies 100,000 

Subtotal 17,048,000 
4.  Functional Depreciation (188,000) 
5.  External Depreciation 0 

Total TPP 16,860,000 
6.  Real Property 8,542,000 
7.  Intangible Property 2,500,000 

RCNLD 27,902,000 
Rounded 27,900,000 

  
(1) Table 4-11  
(2) Table 4-9  
 
 
4.7 RCNLD Opinion 
 
Section 4.5 using UPIS trended resulted in an amount of $29,700,000.  Specials are 
included in this analysis. 
 
Section 4.6 using a construction cost estimate approach resulted in an amount of 
27,900,000 and did not include specials.  Specials alone would not probably account 
for $1,800,000 on this system.  Based upon the detailed quotations for the design-
build projects an amount of $1,200,000 is reasonable considering the lack of water 
crossings and other items. 
 
Therefore my opinion of for the KWRU system is $29,100,000 or twenty nine 
million, one hundred thousand dollars. 
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SECTION 5 

INCOME APPROACH 

 

5.1 GENERAL 

 

The purpose of this section of the Report is to calculate the fair market value of KW Resort 

Utilities Corp (the “Utility” or KWRU) wastewater system based on the income approach.  In 

general, the income approach values the wastewater system based on the present value of 

the available cash flows generated from the ongoing operations of the system.  Historical 

financial and customer data is utilized together with certain proforma adjustments in order 

to develop the projected operating results for the system and estimate future cash flows 

available to the Utility owner.  The projected cash flows are then discounted to calculate the 

present value of the available funds.  Under this approach, the value of the utility system is 

assumed to be equal to the value of the future cash flows available to the Utility current 

owner, if such ownership is maintained throughout the projection period. 

 

5.2 DATA SOURCES 

 

The analyses developed herein utilize a significant amount of data that has been prepared 

by KWRU.  Although the information provided in such data sources has not been 

independently verified, for purposes of this analysis, the information is assumed to be 

accurate and reliable.  The income approach uses the following data: 

 

1. The wastewater annual reports for calendar years ended December 31, 2009 through 

December 31, 2013 as filed with the Florida Public Service Commission (FPSC). 

 

2. Budget Overview for the year ending December 31, 2014.   

 

3. The adopted Utility rates and charge tariff effective March 30, 2013.   
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5.3 PRINCIPAL CONSIDERATIONS AND ASSUMPTIONS 

 

The development of the income approach to valuation analysis required certain assumptions 

and considerations with regard to financial, economic, and operational conditions that may 

occur in the future.  Although such assumptions and considerations are applied based on 

current and historical data pertaining to the utility system, to the extent that actual future 

conditions differ from those utilized herein, the results may vary from those in the analysis.  

The principal assumptions and considerations utilized in the income approach as developed 

in Schedules 5-1 and 5-2 are summarized as follows: 

 

1. The income approach analysis is based on the Utility operating at its highest and best 

use as a non-for-profit system. 

 

2. Based on the 2013 Annual Report, the wastewater system serves approximately 

4,183 Equivalent Residential Connections (ERCs) as of December 31, 2013.  As 

discussed previously in Section 2, it is projected that 432 customers were added in 

2014.  From 2015 through 2034 the Utility is expected to add between 138 and 300 

customers per year on an annual basis to reach a total of 8,880 ERCs in 2034.  

Thereafter, the growth rate is anticipated to be 0% per year. 

 

3. Rate revenues for the Test Year are based on the Utility’s Tariff effective March 30, 

2013 and have been adjusted annually based on anticipated customer growth and 

inflation.  It is KWRU’s current practice to annually adjust revenues to reflect 

inflationary influences.  This practice promotes rate stability and an overall 

financially healthy utility system.  We have reviewed the FPSC’s annual price deflator 

as an indicator of inflationary trends affecting utilities.  A 10, 20, and 30 year average 

of this index was calculated and evaluated for use in this analysis.  The 30-year 

average corresponds to the 30-year term of the model in this analysis but was 

discarded because of the extreme fluctuations in the index in the late 1970s.  An 

annual inflationary adjustment of 1.96%, based on the 20-year average of the FPSC 

Deflator Index was utilized throughout the projection period as the base rate revenue 

adjustment. 
 

4. Operating and Maintenance (O&M) expenses were based on audited operating results 

for the year ending December 31, 2013  with inflationary and normalizing 

adjustments, where appropriate, to develop the Test Year 2014 projected results (the 
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“Test Year”). Most notably, the not-for-profit approach excludes depreciation, 

amortization, regulatory assessment fees and taxes and includes a provision for 

Renewal and Replacement.   

 

5. O&M Expenses were adjusted annually based on the following: 

 

Escalation 

Reference 

 

Description 

 

Annual Factor 

0 Constant   1.0000  

1 General Inflation   1.0238  

2 Labor    1.0388  

3 Customer Growth Varies 

4 Customer Growth & Inflation   Varies  

5 Rate Revenue   1.0196  

6 Rate Revenue & Customer Growth   Varies  

7 Supplies/Repairs & Maintenance   1.0303  
  
Sources and derivations for these escalation factors are discussed below. 
 

6. The general inflation factor was calculated using the 20-year average Consumer Price 

Index for All U.S. City Urban Consumers (CPI-U) as determined by the U.S. Department 

of Labor’s Bureau of Labor Statistics.  The 30-year average index was discarded 

because of extreme variability in the late 1970s.     

 

7. The labor escalation factor is based upon the general inflation factor plus 1.50%, 

reflecting the fact that labor rate factors are typically slightly higher than the  

CPI-U factors due to merit increases.   
 

8. The customer growth and inflation factor is used to reflect changes to expenses likely 

to rise based upon both customer growth and inflation, such as the cost of postage or 

utilities.  This factor is calculated by combining the inflation and customer growth 

factors.   
 

9. The supplies/repairs and maintenance factor is based upon the 20-year Engineering 

News Record (ENR) construction cost index.   
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10. The current principal and interest payments of the Utility have not been included in 

these projections.   
 

11. A provision for Renewals and Replacements is included.  The amount is projected 

based on 5.0% of the prior year’s revenues, which is the typical industry standard and 

provided for the rate covenant for most Utility financings. 
 

12. For calculating cash flows from the wastewater system operations, an analysis period 

of 30 years was used, together with a discount rate of 4.58 percent.  The discount rate 

is based on the Utility being owned and operated as a public, not-for-profit entity and 

was developed based on the following: 

 
Factor  Rate 

Risk Free Rate (1)  3.34% 

Futures Risk (2)  0.54% 

Industry Risk (3)  0.48% 

Specific Risk (4)  0.22% 

Total  4.58% 
(1) Based on the 1-year average 
of the Daily 30-year T-Bill risk 
free rate as of 12/31/2014. 
(2) Based on the predicted dollar 
value in future periods by the US 
Treasury. 
(3) Based on the averages on 
industry betas which determined 
low industry risk with an average 
beta less than 1.  
(4) Based on the 
creditworthiness by state listing 
provided by Standard's and 
Poor's in 2008. 

5.4 FINDINGS 

 

The income approach valuation methodology utilizes the available data sources and 

applicable assumptions to develop the projected operating results for each year of the 

projection period.  The projected operating results include estimated revenues, operating 

expenses, and other expenditures for the wastewater system.   
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5.5 VALUE INDICATED BY THE INCOME APPROACH 

 

Utilizing the adjusted Test Year O&M expenditure requirements and the current and 

proposed rates for KWRU, an income analysis for the 30-year period was prepared.  The 

results of this analysis are presented on Schedule 5-2 as summarized in Table 5-1 below: 

 

 

Table 5-1 

Summary of Income Approach Results 

From Water Operations (1) 

   
Description  Amount 

   

Present Value of Net Revenues   $15,800,000  
Reversion Value       7,700,000  
Total Income Approach Value   $23,500,000  

   
(1)  This conclusion is relative only in conjunction with the 

circumstances presented herein and made part of such 
projections, and no assurances are made pursuant to the 
results or outcome projected herein. Moreover, the 
annual inflation/deflator factors are significant 
assumptions incorporated herein. 

 

5.6 CONSIDERATION 

 

As shown in Table 5-1 above, we calculated a reversion value for the Utility System assets.  

The reversion value represents the value, based upon the last projected cash flow, of the 

utility system at that specific point in time.  In the instant case, the reversion value in year 

30 of the utility system is $7,700,000.  Considering the reversion value, along with the 

present value of the net revenues of the utility system over a 30-year projection period, we 

conclude an income approach value of $23,500,000.   
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Adjusted
2009 2010 2011 2012 2013 Adjustments Test Year

Operating Revenues
Measured Wastewater Revenue

Residential 752,383$     738,538$     684,339$     651,583$     619,537$     63,983$       683,520$     
Commercial 434,658       452,268       516,383       697,383       709,917       73,317         783,234       

Total Metered Revenue 1,187,041    1,190,806    1,200,722    1,348,966    1,329,454    137,300       1,466,754    

Sales to Reuse Customers 54,175         35,884         51,649         33,468         45,270         45,270         
Rent from Property 12,000         9,700           6,000           2,400           3,129           3,129           
Other Water Revenues 39,438         39,316         87,857         71,284         47,510         47,510         

Total Operating Revenues 1,292,654$  1,275,706$  1,346,228$  1,456,118$  1,425,363$  137,300$     1,562,663$  

Operating Expenses
Salaries and Wages - Employees 486,151$     298,583$     344,794$     392,632$     421,904$     16,356$       438,260$     
Salaries and Wages - Officers -               147,000       124,000       135,800       141,792       (100,000)      41,792         
Employee Pensions and Benefits 68,391         66,559         76,328         73,449         95,361         (14,150)        81,211         
Purchased Sewage Treatment -               -               -               -               -               -               
Sludge Removal Expense 13,408         19,716         21,847         28,183         30,176         3,116           33,292         
Purchased Power 182,623       151,219       139,967       147,971       138,420       14,295         152,715       
Fuel for Purchased Power -               -               -               -               -               
Chemicals 57,199         22,769         38,768         41,787         38,516         3,978           42,494         
Materials and Supplies 20,780         27,510         53,611         48,099         46,076         1,394           47,470         
Contractual Services - Engineering 65,471         29,379         15,756         22,523         9,196           357              9,553           
Contractual Services - Accounting 15,730         14,496         11,595         19,484         19,381         751              20,132         
Contractual Services - Legal 55,483         11,608         7,436           25,372         18,789         728              19,517         
Contractual Services - Mgt. Fees 60,000         55,120         59,880         60,000         60,000         (60,000)        -               
Contractual Services - Testing 24,964         19,619         38,288         18,890         12,860         499              13,359         
Contractual Services - Other 95,572         44,543         222,293       71,999         106,351       4,123           110,474       
Rent of Building/Property 8,776           -               -               2,700           100              2                  102              
Rental of Equipment 3,739           2,375           2,001           750              18                768              
Transportation Expenses 5,115           8,502           9,938           8,576           21,863         (10,808)        11,055         
Insurance - General Liability 27,409         24,734         30,183         27,105         23,019         547              23,566         
Insurance - Workers Comp 17,136         13,923         13,782         16,103         19,190         456              19,646         

Not-For-Profit

SCHEDULE 5-1
KW RESORT UTILITIES CORP

INCOME APPROACH ANALYSIS
Historical Operating Results and Test Year Development

Actual (1)
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Adjusted
2009 2010 2011 2012 2013 Adjustments Test Year

Not-For-Profit

SCHEDULE 5-1
KW RESORT UTILITIES CORP

INCOME APPROACH ANALYSIS
Historical Operating Results and Test Year Development

Actual (1)

Advertising Expense 608              217              4,116           635              1,426           34                1,460           
Regulatory Commission Expense - 
Amortization of Rate Case Expense 116,654       116,654       116,654       -               -               -               -               
Bad Debt Expense 958              -               -               -               -               -               
Miscellaneous Expense 51,063         51,260         52,829         49,309         40,969         12,550         53,519         
Rate Case Adjustments -               -               -               -               -               -               

Total Operating Expenses 1,373,491$  1,127,150$  1,384,440$  1,192,618$  1,246,139$  (125,752)$    1,120,387$  

Depreciation Expense 401,623       386,299       378,372       376,799       439,585       (439,585)      -               
Amortization of CIAC (200,438)      (191,529)      (305,355)      (322,940)      (331,213)      331,213       -               
Other Expense (inc. R&R) -               -               -               -               -               66,473         66,473         
Utility Regulatory Assessment Fee 56,495         59,260         60,580         65,525         63,699         (63,699)        -               
Property Taxes 28,504         31,007         27,000         (960)             15,752         (15,752)        -               
Payroll Taxes 46,118         46,118         
Other Taxes and Licenses 4,926           667              5,469           314              325              325              
Total Operating Expenses 1,664,601$  1,412,854$  1,550,506$  1,311,356$  1,480,405$  (247,103)$    1,233,302$  

Net Income (371,947)$    (137,148)$    (204,278)$    144,762$     (55,042)$      384,402$     329,360$     

Notes:
(1) Source: KW Resort Utilities Corp. Annual Reports.
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SCHEDULE 5-2
KW RESORT UTILITIES CORP

INCOME APPROACH ANALYSIS
Proforma Operating Results

Not-For-Profit

Escalation Adjusted 
Reference Test Year 2015 2016 2017 2018

Operating Revenues
Metered Revenue

Water 6 683,500$    742,200$    802,900$    834,200$    896,800$      
Wastewater 6 783,200     850,400     920,000     955,900     1,027,600    

Total Metered Revenue 1,466,700  1,592,600  1,722,900  1,790,100  1,924,400    

Sales to Irrigation Customers 6 45,300       49,200       53,200       55,300       59,400         
Rent from Property 1 3,100         3,200         3,300         3,400         3,500           
Other Water Revenues 6 47,500       51,600       55,800       58,000       62,400         

Total Operating Revenues 1,562,600$ 1,696,600$ 1,835,200$ 1,906,800$ 2,049,700$   

Operating Expenses
Salaries and Wages - Employees 2 438,300$    455,300$    473,000$    491,300$    510,300$      
Salaries and Wages - Officers 2 41,800       43,400       45,100       46,800       48,600         
Employee Pensions and Benefits 2 81,200       84,300       87,600       91,000       94,500         

Purchased Water/Sewage Treatment 4 -             -              -             -             -               
Sludge Removal Expense 4 33,300       36,300       39,400       42,700       46,100         
Purchased Power 4 152,700     166,500     180,900     195,900     211,500       
Fuel for Purchased Power 4 -             -              -             -             -               
Chemicals 4 42,500       46,300       50,300       54,500       58,800         
Materials and Supplies 7 47,500       48,900       50,400       51,900       53,500         
Contractual Services - Engineering 2 9,600         10,000       10,400       10,800       11,200         
Contractual Services - Accounting 2 20,100       20,900       21,700       22,500       23,400         
Contractual Services - Legal 2 19,500       20,300       21,100       21,900       22,700         
Contractual Services - Mgt. Fees 2 -             -              -             -             -               
Contractual Services - Testing 2 13,400       13,900       14,400       15,000       15,600         
Contractual Services - Other 2 110,500     114,800     119,300     123,900     128,700       
Rent of Building/Property 1 100            100             100            100            100              
Rental of Equipment 1 800            800             800            800            800              
Transportation Expenses 1 11,100       11,400       11,700       12,000       12,300         
Insurance - General Liability 1 23,600       24,200       24,800       25,400       26,000         
Insurance - Workers Comp 1 19,600       20,100       20,600       21,100       21,600         

Projected
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SCHEDULE 5-2
KW RESORT UTILITIES CORP

INCOME APPROACH ANALYSIS
Proforma Operating Results

Not-For-Profit

Escalation Adjusted 
Reference Test Year 2015 2016 2017 2018

Projected

Advertising Expense 1 1,500         1,500         1,500         1,500         1,500           
Regulatory Commission Expense - 
Amortization of Rate Case Expense Input -               -               -               -               -                 
Bad Debt Expense 1 -             -              -             -             -               
Miscellaneous Expense 1 53,500       54,800       56,100       57,400       58,800         
Rate Case Adjustments 1 -             -              -             -             -               

Total Operating Expenses 1,120,600$ 1,173,800$ 1,229,200$ 1,286,500$ 1,346,000$   

Depreciation Expense 0 -             -              -             -             -               
Amortization of CIAC 0 -             -              -             -             -               
Other Expense (inc. R&R) Input 66,500       73,300       79,600       86,100       89,500         
Utility Regulatory Assessment Fee 0 -             -              -             -             -               
Property Taxes 0 -             -              -             -             -               
Payroll Taxes 2 46,100       47,900       49,800       51,700       53,700         
Other Taxes and Licenses 1 300            300             300            300            300              
Total Operating Expenses 1,233,500$ 1,295,300$ 1,358,900$ 1,424,600$ 1,489,500$   

Net Income 329,100$    401,300$    476,300$    482,200$    560,200$      

Present Value of Net Income 329,100$    383,700$    435,500$    421,600$    468,400$      

Period -               1 2 3 4
Discount Rate 4.58% 4.58% 4.58% 4.58% 4.58%

Present Value of Total Income 15,800,000$  
Reversion 7,700,000$    

Total 23,500,000$  
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SCHEDULE 5-2
KW RESORT UTILITIES CORP

INCOME APPROACH ANALYSIS
Proforma Operating Results

Not-For-Profit

Escalation 
Reference

Operating Revenues
Metered Revenue

Water 6
Wastewater 6

Total Metered Revenue

Sales to Irrigation Customers 6
Rent from Property 1
Other Water Revenues 6

Total Operating Revenues

Operating Expenses
Salaries and Wages - Employees 2
Salaries and Wages - Officers 2
Employee Pensions and Benefits 2

Purchased Water/Sewage Treatment 4
Sludge Removal Expense 4
Purchased Power 4
Fuel for Purchased Power 4
Chemicals 4
Materials and Supplies 7
Contractual Services - Engineering 2
Contractual Services - Accounting 2
Contractual Services - Legal 2
Contractual Services - Mgt. Fees 2
Contractual Services - Testing 2
Contractual Services - Other 2
Rent of Building/Property 1
Rental of Equipment 1
Transportation Expenses 1
Insurance - General Liability 1
Insurance - Workers Comp 1

2019 2020 2021 2022 2023

961,500$     1,028,400$  1,097,500$  1,169,000$  1,242,800$  
1,101,700    1,178,300    1,257,500    1,339,400    1,424,000    
2,063,200    2,206,700    2,355,000    2,508,400    2,666,800    

63,700         68,100         72,700         77,400         82,300         
3,600           3,700           3,800           3,900           4,000           

66,900         71,600         76,400         81,400         86,500         

2,197,400$  2,350,100$  2,507,900$  2,671,100$  2,839,600$  

530,100$     550,700$     572,000$     594,200$     617,200$     
50,500         52,500         54,500         56,600         58,800         
98,200         102,000       106,000       110,100       114,400       

-               -               -               -               -               
49,600         53,300         57,100         61,100         65,200         

227,700       244,500       262,000       280,200       299,100       
-               -               -               -               -               

63,300         68,000         72,900         78,000         83,300         
55,100         56,800         58,500         60,300         62,100         
11,600         12,000         12,500         13,000         13,500         
24,300         25,200         26,200         27,200         28,300         
23,600         24,500         25,400         26,400         27,400         

-               -               -               -               -               
16,200         16,800         17,500         18,200         18,900         

133,700       138,900       144,300       149,900       155,700       
100              100              100              100              100              
800              800              800              800              800              

12,600         12,900         13,200         13,500         13,800         
26,600         27,200         27,800         28,500         29,200         
22,100         22,600         23,100         23,600         24,200         

Projected
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SCHEDULE 5-2
KW RESORT UTILITIES CORP

INCOME APPROACH ANALYSIS
Proforma Operating Results

Not-For-Profit

Escalation 
Reference

Advertising Expense 1
Regulatory Commission Expense - 
Amortization of Rate Case Expense Input
Bad Debt Expense 1
Miscellaneous Expense 1
Rate Case Adjustments 1

Total Operating Expenses

Depreciation Expense 0
Amortization of CIAC 0
Other Expense (inc. R&R) Input
Utility Regulatory Assessment Fee 0
Property Taxes 0
Payroll Taxes 2
Other Taxes and Licenses 1
Total Operating Expenses

Net Income

Present Value of Net Income

Period
Discount Rate

2019 2020 2021 2022 2023
Projected

1,500           1,500           1,500           1,500           1,500           

-               -               -               -               -               
-               -               -               -               -               

60,200         61,600         63,100         64,600         66,100         
-               -               -               -               -               

1,407,800$  1,471,900$  1,538,500$  1,607,800$  1,679,600$  

-               -               -               -               -               
-               -               -               -               -               

96,200         103,200       110,300       117,800       125,400       
-               -               -               -               -               
-               -               -               -               -               

55,800         58,000         60,200         62,500         64,900         
300              300              300              300              300              

1,560,100$  1,633,400$  1,709,300$  1,788,400$  1,870,200$  

637,300$     716,700$     798,600$     882,700$     969,400$     

509,500$    547,900$    583,800$    617,000$    647,900$    

5 6 7 8 9
4.58% 4.58% 4.58% 4.58% 4.58%
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SCHEDULE 5-2
KW RESORT UTILITIES CORP

INCOME APPROACH ANALYSIS
Proforma Operating Results

Not-For-Profit

Escalation 
Reference

Operating Revenues
Metered Revenue

Water 6
Wastewater 6

Total Metered Revenue

Sales to Irrigation Customers 6
Rent from Property 1
Other Water Revenues 6

Total Operating Revenues

Operating Expenses
Salaries and Wages - Employees 2
Salaries and Wages - Officers 2
Employee Pensions and Benefits 2

Purchased Water/Sewage Treatment 4
Sludge Removal Expense 4
Purchased Power 4
Fuel for Purchased Power 4
Chemicals 4
Materials and Supplies 7
Contractual Services - Engineering 2
Contractual Services - Accounting 2
Contractual Services - Legal 2
Contractual Services - Mgt. Fees 2
Contractual Services - Testing 2
Contractual Services - Other 2
Rent of Building/Property 1
Rental of Equipment 1
Transportation Expenses 1
Insurance - General Liability 1
Insurance - Workers Comp 1

2024 2025 2026 2027 2028

1,299,100$  1,348,900$  1,400,100$  1,452,800$  1,507,000$  
1,488,600    1,545,600    1,604,300    1,664,700    1,726,800    
2,787,700    2,894,500    3,004,400    3,117,500    3,233,800    

86,000         89,300         92,700         96,200         99,800         
4,100           4,200           4,300           4,400           4,500           

90,400         93,900         97,500         101,200       105,000       

2,968,200$  3,081,900$  3,198,900$  3,319,300$  3,443,100$  

641,100$     666,000$     691,800$     718,600$     746,500$     
61,100         63,500         66,000         68,600         71,300         

118,800       123,400       128,200       133,200       138,400       

-               -               -               -               -               
68,400         71,300         74,300         77,400         80,600         

314,000       327,400       341,200       355,500       370,300       
-               -               -               -               -               

87,400         91,100         95,000         99,000         103,100       
64,000         65,900         67,900         70,000         72,100         
14,000         14,500         15,100         15,700         16,300         
29,400         30,500         31,700         32,900         34,200         
28,500         29,600         30,700         31,900         33,100         

-               -               -               -               -               
19,600         20,400         21,200         22,000         22,900         

161,700       168,000       174,500       181,300       188,300       
100              100              100              100              100              
800              800              800              800              800              

14,100         14,400         14,700         15,000         15,400         
29,900         30,600         31,300         32,000         32,800         
24,800         25,400         26,000         26,600         27,200         

Projected
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SCHEDULE 5-2
KW RESORT UTILITIES CORP

INCOME APPROACH ANALYSIS
Proforma Operating Results

Not-For-Profit

Escalation 
Reference

Advertising Expense 1
Regulatory Commission Expense - 
Amortization of Rate Case Expense Input
Bad Debt Expense 1
Miscellaneous Expense 1
Rate Case Adjustments 1

Total Operating Expenses

Depreciation Expense 0
Amortization of CIAC 0
Other Expense (inc. R&R) Input
Utility Regulatory Assessment Fee 0
Property Taxes 0
Payroll Taxes 2
Other Taxes and Licenses 1
Total Operating Expenses

Net Income

Present Value of Net Income

Period
Discount Rate

2024 2025 2026 2027 2028
Projected

1,500           1,500           1,500           1,500           1,500           

-               -               -               -               -               
-               -               -               -               -               

67,700         69,300         70,900         72,600         74,300         
-               -               -               -               -               

1,746,900$  1,813,700$  1,882,900$  1,954,700$  2,029,200$  

-               -               -               -               -               
-               -               -               -               -               

133,300       139,400       144,700       150,200       155,900       
-               -               -               -               -               
-               -               -               -               -               

67,400         70,000         72,700         75,500         78,400         
300              300              300              300              300              

1,947,900$  2,023,400$  2,100,600$  2,180,700$  2,263,800$  

1,020,300$  1,058,500$  1,098,300$  1,138,600$  1,179,300$  

652,100$    646,900$    641,800$    636,300$    630,200$    

10 11 12 13 14
4.58% 4.58% 4.58% 4.58% 4.58%
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SCHEDULE 5-2
KW RESORT UTILITIES CORP

INCOME APPROACH ANALYSIS
Proforma Operating Results

Not-For-Profit

Escalation 
Reference

Operating Revenues
Metered Revenue

Water 6
Wastewater 6

Total Metered Revenue

Sales to Irrigation Customers 6
Rent from Property 1
Other Water Revenues 6

Total Operating Revenues

Operating Expenses
Salaries and Wages - Employees 2
Salaries and Wages - Officers 2
Employee Pensions and Benefits 2

Purchased Water/Sewage Treatment 4
Sludge Removal Expense 4
Purchased Power 4
Fuel for Purchased Power 4
Chemicals 4
Materials and Supplies 7
Contractual Services - Engineering 2
Contractual Services - Accounting 2
Contractual Services - Legal 2
Contractual Services - Mgt. Fees 2
Contractual Services - Testing 2
Contractual Services - Other 2
Rent of Building/Property 1
Rental of Equipment 1
Transportation Expenses 1
Insurance - General Liability 1
Insurance - Workers Comp 1

2029 2030 2031 2032 2033

1,562,800$  1,620,200$  1,679,300$  1,740,000$  1,802,500$  
1,790,700    1,856,500    1,924,200    1,993,800    2,065,400    
3,353,500    3,476,700    3,603,500    3,733,800    3,867,900    

103,500       107,300       111,200       115,200       119,300       
4,600           4,700           4,800           4,900           5,000           

108,900       112,900       117,000       121,200       125,600       

3,570,500$  3,701,600$  3,836,500$  3,975,100$  4,117,800$  

775,400$     805,500$     836,700$     869,100$     902,800$     
74,100         77,000         80,000         83,100         86,300         

143,800       149,400       155,200       161,200       167,400       

-               -               -               -               -               
83,900         87,300         90,900         94,600         98,400         

385,600       401,400       417,700       434,600       452,100       
-               -               -               -               -               

107,400       111,800       116,400       121,100       126,000       
74,300         76,500         78,800         81,200         83,700         
16,900         17,600         18,300         19,000         19,700         
35,500         36,900         38,300         39,800         41,300         
34,400         35,700         37,100         38,500         40,000         

-               -               -               -               -               
23,800         24,700         25,700         26,700         27,700         

195,600       203,200       211,100       219,300       227,800       
100              100              100              100              100              
800              800              800              800              800              

15,800         16,200         16,600         17,000         17,400         
33,600         34,400         35,200         36,000         36,900         
27,800         28,500         29,200         29,900         30,600         

Projected
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SCHEDULE 5-2
KW RESORT UTILITIES CORP

INCOME APPROACH ANALYSIS
Proforma Operating Results

Not-For-Profit

Escalation 
Reference

Advertising Expense 1
Regulatory Commission Expense - 
Amortization of Rate Case Expense Input
Bad Debt Expense 1
Miscellaneous Expense 1
Rate Case Adjustments 1

Total Operating Expenses

Depreciation Expense 0
Amortization of CIAC 0
Other Expense (inc. R&R) Input
Utility Regulatory Assessment Fee 0
Property Taxes 0
Payroll Taxes 2
Other Taxes and Licenses 1
Total Operating Expenses

Net Income

Present Value of Net Income

Period
Discount Rate

2029 2030 2031 2032 2033
Projected

1,500           1,500           1,500           1,500           1,500           

-               -               -               -               -               
-               -               -               -               -               

76,100         77,900         79,800         81,700         83,600         
-               -               -               -               -               

2,106,400$  2,186,400$  2,269,400$  2,355,200$  2,444,100$  

-               -               -               -               -               
-               -               -               -               -               

161,700       167,700       173,800       180,200       186,700       
-               -               -               -               -               
-               -               -               -               -               

81,400         84,600         87,900         91,300         94,800         
300              300              300              300              300              

2,349,800$  2,439,000$  2,531,400$  2,627,000$  2,725,900$  

1,220,700$  1,262,600$  1,305,100$  1,348,100$  1,391,900$  

623,700$    616,900$    609,700$    602,300$    594,600$    

15 16 17 18 19
4.58% 4.58% 4.58% 4.58% 4.58%
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SCHEDULE 5-2
KW RESORT UTILITIES CORP

INCOME APPROACH ANALYSIS
Proforma Operating Results

Not-For-Profit

Escalation 
Reference

Operating Revenues
Metered Revenue

Water 6
Wastewater 6

Total Metered Revenue

Sales to Irrigation Customers 6
Rent from Property 1
Other Water Revenues 6

Total Operating Revenues

Operating Expenses
Salaries and Wages - Employees 2
Salaries and Wages - Officers 2
Employee Pensions and Benefits 2

Purchased Water/Sewage Treatment 4
Sludge Removal Expense 4
Purchased Power 4
Fuel for Purchased Power 4
Chemicals 4
Materials and Supplies 7
Contractual Services - Engineering 2
Contractual Services - Accounting 2
Contractual Services - Legal 2
Contractual Services - Mgt. Fees 2
Contractual Services - Testing 2
Contractual Services - Other 2
Rent of Building/Property 1
Rental of Equipment 1
Transportation Expenses 1
Insurance - General Liability 1
Insurance - Workers Comp 1

2034 2035 2036 2037 2038

1,866,800$  1,903,300$  1,940,500$  1,978,400$  2,017,100$  
2,139,000    2,180,800    2,223,400    2,266,900    2,311,200    
4,005,800    4,084,100    4,163,900    4,245,300    4,328,300    

123,600       126,000       128,500       131,000       133,600       
5,100           5,200           5,300           5,400           5,500           

130,100       132,600       135,200       137,800       140,500       

4,264,600$  4,347,900$  4,432,900$  4,519,500$  4,607,900$  

937,800$     974,200$     1,012,000$  1,051,200$  1,092,000$  
89,600         93,100         96,700         100,400       104,300       

173,900       180,600       187,600       194,900       202,500       

-               -               -               -               -               
102,300       104,700       107,200       109,700       112,300       
470,200       481,400       492,800       504,500       516,500       

-               -               -               -               -               
131,000       134,100       137,300       140,600       143,900       

86,200         88,800         91,500         94,300         97,200         
20,500         21,300         22,100         23,000         23,900         
42,900         44,600         46,300         48,100         50,000         
41,600         43,200         44,900         46,600         48,400         

-               -               -               -               -               
28,800         29,900         31,100         32,300         33,600         

236,600       245,800       255,300       265,200       275,500       
100              100              100              100              100              
800              800              800              800              800              

17,800         18,200         18,600         19,000         19,500         
37,800         38,700         39,600         40,500         41,500         
31,300         32,000         32,800         33,600         34,400         

Projected
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SCHEDULE 5-2
KW RESORT UTILITIES CORP

INCOME APPROACH ANALYSIS
Proforma Operating Results

Not-For-Profit

Escalation 
Reference

Advertising Expense 1
Regulatory Commission Expense - 
Amortization of Rate Case Expense Input
Bad Debt Expense 1
Miscellaneous Expense 1
Rate Case Adjustments 1

Total Operating Expenses

Depreciation Expense 0
Amortization of CIAC 0
Other Expense (inc. R&R) Input
Utility Regulatory Assessment Fee 0
Property Taxes 0
Payroll Taxes 2
Other Taxes and Licenses 1
Total Operating Expenses

Net Income

Present Value of Net Income

Period
Discount Rate

2034 2035 2036 2037 2038
Projected

1,500           1,500           1,500           1,500           1,500           

-               -               -               -               -               
-               -               -               -               -               

85,600         87,600         89,700         91,800         94,000         
-               -               -               -               -               

2,536,300$  2,620,600$  2,707,900$  2,798,100$  2,891,900$  

-               -               -               -               -               
-               -               -               -               -               

193,400       200,300       204,200       208,200       212,300       
-               -               -               -               -               
-               -               -               -               -               

98,500         102,300       106,300       110,400       114,700       
300              300              300              300              300              

2,828,500$  2,923,500$  3,018,700$  3,117,000$  3,219,200$  

1,436,100$  1,424,400$  1,414,200$  1,402,500$  1,388,700$  

586,600$    556,400$    528,200$    500,900$    474,300$    

20 21 22 23 24
4.58% 4.58% 4.58% 4.58% 4.58%

5-17



SCHEDULE 5-2
KW RESORT UTILITIES CORP

INCOME APPROACH ANALYSIS
Proforma Operating Results

Not-For-Profit

Escalation 
Reference

Operating Revenues
Metered Revenue

Water 6
Wastewater 6

Total Metered Revenue

Sales to Irrigation Customers 6
Rent from Property 1
Other Water Revenues 6

Total Operating Revenues

Operating Expenses
Salaries and Wages - Employees 2
Salaries and Wages - Officers 2
Employee Pensions and Benefits 2

Purchased Water/Sewage Treatment 4
Sludge Removal Expense 4
Purchased Power 4
Fuel for Purchased Power 4
Chemicals 4
Materials and Supplies 7
Contractual Services - Engineering 2
Contractual Services - Accounting 2
Contractual Services - Legal 2
Contractual Services - Mgt. Fees 2
Contractual Services - Testing 2
Contractual Services - Other 2
Rent of Building/Property 1
Rental of Equipment 1
Transportation Expenses 1
Insurance - General Liability 1
Insurance - Workers Comp 1

2039 2040 2041 2042 2043

2,056,500$  2,096,700$  2,137,700$  2,179,500$  2,222,100$  
2,356,400    2,402,500    2,449,500    2,497,400    2,546,200    
4,412,900    4,499,200    4,587,200    4,676,900    4,768,300    

136,200       138,900       141,600       144,400       147,200       
5,600           5,700           5,800           5,900           6,000           

143,200       146,000       148,900       151,800       154,800       

4,697,900$  4,789,800$  4,883,500$  4,979,000$  5,076,300$  

1,134,300$  1,178,300$  1,224,000$  1,271,500$  1,320,800$  
108,300       112,500       116,900       121,400       126,100       
210,400       218,600       227,100       235,900       245,000       

-               -               -               -               -               
115,000       117,700       120,500       123,400       126,300       
528,800       541,400       554,300       567,500       581,000       

-               -               -               -               -               
147,300       150,800       154,400       158,100       161,900       
100,100       103,100       106,200       109,400       112,700       

24,800         25,800         26,800         27,800         28,900         
51,900         53,900         56,000         58,200         60,500         
50,300         52,200         54,200         56,300         58,500         

-               -               -               -               -               
34,900         36,300         37,700         39,200         40,700         

286,200       297,300       308,800       320,800       333,200       
100              100              100              100              100              
800              800              800              800              800              

20,000         20,500         21,000         21,500         22,000         
42,500         43,500         44,500         45,600         46,700         
35,200         36,000         36,900         37,800         38,700         

Projected
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SCHEDULE 5-2
KW RESORT UTILITIES CORP

INCOME APPROACH ANALYSIS
Proforma Operating Results

Not-For-Profit

Escalation 
Reference

Advertising Expense 1
Regulatory Commission Expense - 
Amortization of Rate Case Expense Input
Bad Debt Expense 1
Miscellaneous Expense 1
Rate Case Adjustments 1

Total Operating Expenses

Depreciation Expense 0
Amortization of CIAC 0
Other Expense (inc. R&R) Input
Utility Regulatory Assessment Fee 0
Property Taxes 0
Payroll Taxes 2
Other Taxes and Licenses 1
Total Operating Expenses

Net Income

Present Value of Net Income

Period
Discount Rate

2039 2040 2041 2042 2043
Projected

1,500           1,500           1,500           1,500           1,500           

-               -               -               -               -               
-               -               -               -               -               

96,200         98,500         100,800       103,200       105,700       
-               -               -               -               -               

2,988,600$  3,088,800$  3,192,500$  3,300,000$  3,411,100$  

-               -               -               -               -               
-               -               -               -               -               

216,400       220,600       225,000       229,400       233,800       
-               -               -               -               -               
-               -               -               -               -               

119,100       123,700       128,500       133,500       138,700       
300              300              300              300              300              

3,324,400$  3,433,400$  3,546,300$  3,663,200$  3,783,900$  

1,373,500$  1,356,400$  1,337,200$  1,315,800$  1,292,400$  

448,500$    423,600$    399,300$    375,700$    352,900$    

25 26 27 28 29
4.58% 4.58% 4.58% 4.58% 4.58%
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SECTION 6 

COMPARABLE CONSTRUCTION COST AND SALES ANALYSIS 

 

 

6.01 INTRODUCTION 

 

The third approach is the Comparable Sales Approach.  This approach provides an 

indication of value by analyzing recent sales of similar property to the subject or KWRU. 

 

This approach is most reliable when the subject property sold at FMV recently or there is 

an active market providing a sufficient number of sales of comparable properties. 

 

While the KWRU is a special purpose property and has certain unique characteristics, it is 

not so unique that the approach is not feasible.  There is an active sales market for 

water/wastewater utilities not only in Florida, but also nationally.  The most normal sale is 

from an Investor Owned Utility (IOU) to either a non-for-profit entity (like FGUA, etc.) or  

the governmental entity of local jurisdiction (like FKAA, etc.). 

 

The systems such as KWRU sell as complete utility properties with all rights and privileges 

and as an on-going concern (i.e., a “live” plant versus a “dead” plant). 

 

The water and wastewater utility market is a monopoly with an exclusive service area 

which can not be invaded in Florida without a special circumstance (See Mad Hatter 

Utilities vs. Pasco County). 

 

USPAP in the Frequently Asked Question concerning pending sales as a comparable (page 

F-105); addresses the question as “USPAP does not require the use of a pending sale as a 

comparable, nor does USPAP prohibit such use”.  The response continues with the 

statement that “not considering a pending sale of a property highly similar to the subject 

could constitute an omission that would significantly affect the appraisal”. 

 

The Water Management Services, Inc. system has received a bank loan on the FMV of the 

system and the system is for sale at its FMV.  This is the only Island system with over 1,500 

ERC’s in Florida that is in this category known to myself.  I considered this potential sale. 
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The KWRU system did not transact recently and the system at the time was much different 

and in a different condition than the system which presently exists.  USPAP, for real 

property requires consideration of prior sales of the same property, if transacted within 

three (3) years (not the case with KWRU) or some consideration if transacted “recently” 

(also not the case with KWRU). 

 

Again due to the stable market for water and wastewater properties the courts have 

considered sales within five (5) years as “recent”, and for more similar properties up to ten 

(10) years as “recent” with the statement that sales nearing ten (10) years old should have 

less weight and are more subject to skewing in the adjustments and complicated by 

changes in the market. 

 

I have limited the age of sale to ten (10) years. 

 

I have limited the minimum number of ERC’s to seven hundred and fifty (750) due to the 

higher degree of variance in smaller sales and thereby a lower level of reliability. 

 

The metric used is the value per ERC (equivalent residential connection), which is used, by 

most Public Service Commissions, Regulatory Entities for Water Utilities, investors, credit 

institutions, and buyers and sellers in the industry. 

 

 

6.02 Comparable Sales Analysis 

 

The listing of sales and single potential sale is shown on Table 6-1. 
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Table 6-1 

Sales Listing 

 

 From To 

1. Florida Water Service Corporation – Amelia 

Island 

Nassau County, Florida 

2. North Fort Myers Utility, Inc. Florida Governmental Utility 

Authority 

3. Little Sumter Utility Company Village Center Community 

Development District 

4. Miles Grant W&S Company Martin County, Florida 

5. On-Top-Of-The World Utility Co. Bay Laurel Center Community 

Development District 

6. Village of Royal Palm Beach, Florida Palm Beach County, Florida 

7. Water Management Services, Inc. Not-For-Profit Entity 

8. City of Westfield, Indiana Citizens Energy Group 

9. North Topsail, Utilities, Inc. Pluris Utilities, Inc. 

10. Utilities Inc. of Maryland Washington Suburban Sanitary 

Commission 

11. Carabas Woods/Woodberry Carolina Water 

Service, Inc. 

Charlotte – Mecklenburg Utility 

Department, North Carolina 

12. Township of Kinder, PA Little Washington Water Company 

13. Penn Township, PA Aqua America, Inc. 
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The time adjustment factors are taken from Table 6-2. 
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FPSC Annual 

Commission-

Apprvd Index of 

Regulated Water & 

WW Utilities

Year FPSC Price Deflator

Index % Chg. Index % Chg. % Chg. 

90.9 3,535

1982 9.02% 96.5 6.13% 3,825 8.20%

1983 5.99% 99.6 3.21% 4,066 6.30%

1984 4.25% 103.9 4.30% 4,146 1.97%

1985 3.76% 107.6 3.55% 4,195 1.18%

1986 3.33% 109.6 1.90% 4,295 2.38%

1987 2.69% 113.6 3.66% 4,406 2.58%

1988 2.89% 118.3 4.08% 4,519 2.56%

1989 4.35% 124.0 4.83% 4,615 2.12%

1990 4.12% 130.7 5.40% 4,732 2.54% 8.61%

1991 4.12% 136.2 4.23% 4,835 2.18% 8.14% -0.47%

1992 3.63% 140.3 3.03% 4,985 3.10% 7.67% -0.47%

1993 3.33% 144.5 2.95% 5,210 4.51% 6.59% -1.07%

1994 2.56% 148.2 2.61% 5,408 3.80% 7.37% 0.78%

1995 1.95% 152.4 2.81% 5,471 1.16% 6.88% -0.49%

1996 2.49% 156.9 2.93% 5,620 2.72% 6.71% -0.17%

1997 2.13% 160.5 2.34% 5,826 3.67% 6.61% -0.10%

1998 2.10% 163.0 1.55% 5,920 1.61% 5.58% -1.03%

1999 1.21% 166.6 2.19% 6,059 2.35% 5.87% 0.30%

2000 1.36% 172.2 3.38% 6,221 2.67% 5.94% 0.07%

2001 2.50% 177.1 2.83% 6,343 1.96% 5.49% -0.45%

2002 2.33% 179.9 1.59% 6,538 3.07% 5.40% -0.09%

2003 1.31% 184.0 2.27% 6,694 2.39% 4.96% -0.44%

2004 1.60% 188.9 2.68% 7,115 6.29% 5.04% 0.09%

2005 2.17% 195.3 3.39% 7,446 4.65% 4.64% -0.40%

2006 2.74% 201.6 3.23% 7,751 4.10% 4.89% 0.24%

2007 3.09% 207.3 2.85% 7,966 2.77% 4.84% -0.05%

2008 2.39% 215.3 3.84% 8,310 4.32% 4.28% -0.56%

2009 2.55% 214.5 -0.36% 8,570 3.13% 4.08% -0.20%

2010 0.56% 218.1 1.64% 8,802 2.71% 4.25% 0.17%

2011 1.18% 224.9 3.16% 9,066 2.99% 3.91% -0.34%

2012 2.41% 229.6 2.07% 9,313 2.73% 2.92% -0.99%

2013 1.63% 233.0 1.46% 9,546 2.50% 3.45% 0.52%

2014 1.41% 235.0 0.88% 9,699 1.61% 3.66% 0.21%

30-Yr Avg 2.46% 2.88% 2.89%

20-Yr Avg 1.96% 2.42% 3.08% 5.16%

10-Yr Avg 2.01% 2.40% 3.62% 4.23%

5-Yr Avg 1.44% 1.60% 2.81% 3.72%

1-Yr Avg 3.66%

(Estab. Jan 27, 2014)

(Upd. Apr 23, 2014)

Table 6-2

Escalation Indices

(through Mar 2014) (through Apr 2014) through 4/22/14

(Upd. Apr 23, 2014) (Upd. Apr 23, 2014) (Upd. Apr 23, 2014)

U.S. Dept. of Labor 

Bureau of Labor Stats - 

Customer Price Index - 

Avg. All Urban 

Consumers (CPI-U) US 

Engineering News 

Record Construction 

Cost Index

Risk Free Rate as 

calculated from Daily 

U.S. Treasury Yield 

Curve Rates

CPI-U ENR CCI Ann. Avg Risk Free Rate
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The results of applying the adjustment to the sales are shown on Table 6-3.  The weighted 

average of the 13 sales was $4,640 per ERC.  Applying the weighted average to the ERC’s of 

KWRU of 4,615 results in an indication of $21,400,000.  Sizing is evaluated on Figure 6-1.  

The result for the complete sample set is $20,500,000. 

 

 

Table 6-3 

Adjusted Utility Sales KWRU Analysis 

 

Sale 

# (1) 

Type (2) Allocable 

Punch Price 
(3) 

Time Adj. (4) Adj. P.P. ERC’s $/ERC 

1 W/S $9,907,000 1.501 $14,870,000 2,501 $5,946 

2 S 51,750,000 1.131 58,529,999 15,700 3,728 

3 W/S 36,970,000 1.480 54,716,000 10,700 5,114 

4 W/S 3,308,000 1.143 3,781,000 850 4,448 

5 W/S 19,000,000 1.102 20,938,000 5,412 3,869 

6 W/S 45,594,000 1.251 57,038,000 12,136 4,700 

7 W 18,800,000 0.971 18,250,000 3,547 5,147 

8 W/S 57,700,000 1.000 57,700,000 11,200 5,152 

9 S 8,000,000 1.132 9,056,000 2,635 3,437 

10 W/S 6,294,000 1.251 7,874,000 2,040 3,860 

11 W/S 18,200,000 1.041 18,946,000 3,698 5,123 

12 S 11,357,051 1.041 11,822,000 1,505 7,856 

13 S 3,668,000 1.016 3,727,000 751 4,962 

Totals (Rounded to 4 S.F.) $337,200,000 72,680 $4,640 Ave. 

Ave. 4,615 x 4,640 = $21,400,000 

(1) From Table 6-1 

(2) W= Water; S=Sewer or Wastewater; W/S=Both 

(3) Using net utility plant in service from Annual Report Ratio to purchase price. 

(4) From Table 6-2 
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A major factor is location.  As an island utility, the system would be more valuable.  Table 6-

4 presents two island utilities.  The range in indicated value is from $23,800,000 to 

$27,400,000 with the average being $25,600,000. 

 

It is reasonable to me that an island utility would be at a premium.  On Sanibel Island (the 

Sanibel Seven System, a 1983 sale; sold at a 35% premium).  Most Florida island utilities 

sell at a premium in my 38 years of transactions in the state. 

 

Based upon my experience and training, it is my opinion that a 25% premium is reasonable 

for the KWRU wastewater system.  The comparable sales approach indication of value; in 

my opinion is $26,300,000. 

 

 

Table 6-4 

Island Only Results 

 

1. Amelia Island $5,946 x 4,615 = $27,400,000 

2. St. George Island $5,147 x 4,615 = $23,800,000 

Average - $25,600,000 
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6.03 Comparable Project Costs 

 

Due to the Florida Legislative requirements for sewering the Keys and providing advanced 

waste treatment, there is a current and active market for the construction of wastewater 

utility facilities.  The selected projects and costs were derived from the FDEP “Report to the 

Department of Community Affairs – 10-year work program for Monroe County Florida 

Keys Wastewater Improvements” dated April 2008 and from proposals and bid tabulations. 

 

Table 6-5 presents the reported costs or estimates and ERC’s for seven (7) projects.  Such 

unit costs are greater than the fair market value of KWRU due to the following factors: 

1. New versus depreciated (a 70% factor is used); and 

2. Utility conflicts, premiums and specials (an 80% factor is used based upon bid 

tabulations) 

 

 

Table 6-5 

Florida Keys Wastewater Improvements  

Project Costs 

 

Project Description Cost ERC’s $/ERC 

1. 2008 North Plantation Key $10,490,000 400 $26,200 

2. 2009/2010 Remainder 

Islamorada (Est). 

115,000,000 11,600 9,900 

3. 2008 Layton/Long Key 5,700,000 350 16,300 

4. 2010 Marathon (Est.) 70,000,000 7,800 8,970 

5. 2009/2010 Big Coppitt 

Geiger, Rockland & Shark 

Keys (Est.) 

47,200,000 2,200 21,500 

6. 2011/2012 Duck and 

Conch Keys (Est.) 

20,600,000 375 54,900 

7. 11/21/2012 Lower 

Sugarloaf North to Big Pine 

Key – Addenda #5 (Water 

mains removed as well as 

certain specials) 

81,000.000 7,400 10,900 

Weighted Average: 349,990,000 30,125 ------- 

Say 350,000,000 30,100 11,600 
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Taking the unadjusted for time weighted average of $11,600 per ERC and applying the 

above two factors (70% x 80% = 56%) results in $11,600 x 0.56 = $6,500/ERC. 

 

The above verification method illustrates the reasonableness of the 25% premium 

discussed in Section 6.02.  The standard comparable sales indicated FMV for KWRU was 

$5,700/ERC.  The above construction cost adjusted value is $6,500/ERC. 

 

Removing the highest cost projects #1, #5 and #6 results in the following - $271,700,000 

for 27,150 ERC’s or $10,000 per ERC gross and with the two factors applied results in 

$5,600/ERC. 

 

Both the Florida Island Utility Sales Market and the recent Florida Keys construction 

programs market data, with adjustments; both support my opinion of $5,700/ERC for the 

KWRU property or applied to the 4,615 ERC’s results in $26,300,000.  

6-10



 

Se
ct

io
n

 7
 



KW	  Resort	  Utilities\Report\Section	  7	  
HC	  #14076.00	   7-‐1	   	  
	  

SECTION	  7	  
RECONCILIATION	  OF	  VALUATION	  APPROACHES	  

	  
	  
	  

The	  RCNLD,	  income	  and	  comparable	  sales	  approaches	  with	  the	  supporting	  analysis	  
and	   documents	   provide	   useful	   information.	   	   In	   addition,	   my	   thirty-‐eight	   years	   of	  
water	   and	   wastewater	   utility	   design,	   construction,	   bidding,	   purchase	   and	   sales,	  
appraisals,	   negotiations,	   regulatory	   matters,	   financings,	   and	   rates	   and	   charge	  
activities	   on	   hundreds	   of	   assignments	   in	   the	   State	   with	   my	   market	   participation	  
have	   given	   me	   the	   ability	   to	   understand	   the	   fair	   market	   value	   of	   water	   and	  
wastewater	   utility	   property.	   	   I	   am	   a	   registered	   professional	   engineer	   and	   have	  
specialized	  experience,	  training	  and	  practice	  in	  water	  and	  wastewater	  utilities.	  	  I	  am	  
an	   American	   Academy	   of	   Environmental	   Engineers	   board	   certified	   environmental	  
engineer	  with	  my	  specialty	  being	  water	  and	  pollution	   control	   (wastewater).	   	   I	   am	  
not	  only	  an	  Accredited	  Senior	  Appraiser,	  but	  also	  have	  the	  machinery	  and	  technical	  
specialties	   certification	   and	   the	   public	   utilities	   specialty	   certification.	   	   One	   of	   my	  
public	  utility	  specialties	  is	  water	  and	  wastewater	  utilities.	  
	  
It	   is	  with	   the	  combination	  of	   the	  work	  performed,	  my	  experience	  and	  my	   training	  
with	  registrations	  and	  accreditations	  and	  in	  consideration	  of	  the	  real	  property	  and	  
easements	  appraisal;	  I	  render	  my	  opinion	  of	  value	  as	  of	  December	  31,	  2014	  for	  the	  
KW	  Resort	  Utilities	  property	  as:	  
	  

$27,100,000.000	  
(twenty	  seven	  million	  one	  hundred	  thousand	  dollars)	  

	  
For	   the	   reader’s	   information	   the	   results	  of	   the	  approaches	  were	   found	   to	  be	  as	  of	  
December	  31,	  2014	  the	  following:	  
	  
RCNLD	   $29,100,000	  
Income	   $23,500,000	  
Comparable	  Sales	  Costs	   $26,300,000	  
	  
Even	  though	  the	  above	  opinion	  of	  value	  was	  not	  derived	  mathematically,	  I	  offer	  the	  
following	  approximate	  weighting	  for	  informational	  purposes.	  
	  
The	   cost	   approach	   is	   to	   values	   all	   of	   the	   real	   property,	   tangible	   property	   and	  
intangible	  property.	  	  It	  is	  specific	  to	  the	  utility’s	  configuration,	  facilities,	  and	  its	  on-‐
going	   concern.	   	   The	  market	  will	   see	   some	   risk	   associated	  with	   the	   cost	   approach	  
involving	   deferred	  maintenance,	   latent	   defects	   and	   not	   observable	   deficiencies	   in	  
the	  due	  diligence	  process.	  	  Nonetheless,	  for	  the	  KW	  Resort	  Utilities	  system,	  the	  cost	  
approach	   is	   the	   strongest	   indicator	   of	   highest	   and	   best	   use/full	   fair	  market	   value	  
given	  the	  extraordinary	  assumptions	  and	  hypothetical	  conditions	  taken	  in	  this	  work.	  	  
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It	   provides	   full	   compensation	   as	   dampened	   somewhat	   by	   the	   other	   approaches.	  	  
Mathematically,	  the	  weighting	  calculates	  to	  approximately	  50%.	  
	  
The	  income	  approach	  for	  this	  public	  owned	  utility	  typically	  does	  not	  capture	  all	  of	  
the	   value	   of	   the	   assets.	   	   A	   difficulty	   with	   the	   income	   approach	   is	   the	   amount	   of	  
assumptions	   and	   lack	   of	   information	   available.	   	   Moreover,	   there	   is	   significant	  
uncertainty	   due	   to	   the	   prospective	   nature	   of	   forecasting	   future	   financial	  
performance,	  which	  may	  or	  may	  not	  be	  realized.	   	  Therefore,	   the	   income	  approach	  
for	  the	  subject	  property	  is	  the	  least	  reliable	  indicator.	  Mathematically,	  the	  weighting	  
calculates	  to	  approximately	  20%.	  	  
	  
The	  comparable	  sales	  approach	  is	  the	  standard	  approach	  relied	  upon	  for	  real	  estate	  
appraisals.	   	   The	   water	   and	   wastewater	   systems	   market	   values	   have	   increased	  
greater	  than	  inflation	  in	  the	  past	  five	  years.	  	  The	  service	  provided	  is	  monopolistic	  in	  
nature.	  
	  
There	  are	   regulatory	   factors,	  Florida	   legislature	   factors,	  Earmarked	  Grant	  and	   low	  
cost	   loan	   factors	   (FDEP	   SRF,	   US	   Loan	   Forgiveness,	   State	   Allocation,	   FEMA,	   others	  
which	  target	  the	  Florida	  Keys	  for	  Wastewater	  Improvements.	  	  I	  believe	  the	  analysis	  
of	  comparable	  construction	  costs	  new	  is	  reliable.	  	  	  
	  
I	  believe	  the	  comparable	  sales	  approach	  values	  all	  of	  the	  property	  considered	  (RP,	  
TTP	  and	  IP).	  	  I	  believe	  the	  adjustments	  taken	  are	  reflective	  of	  the	  market	  and	  costs	  
which	   a	   buyer	   may	   consider	   necessary	   associated	   with	   the	   standard	   terms	   and	  
conditions	   in	   the	   industry.	   	   There	   is	   an	   active	   AWT	   wastewater	   treatment	   plant	  
market	  in	  Florida	  and	  especially	  the	  Florida	  Keys.	  	  Only	  California	  has	  a	  more	  active	  
market	  for	  such	  state	  of	  the	  art	  facilities.	  	  I	  believe	  that	  the	  comparable	  construction	  
cost	  new	  is	  also	  a	  strong	  indicator	  of	  value	  for	  the	  KW	  Resort	  Utilities	  AWT	  WWTP	  
property.	   	   Both	   the	   Florida	   Island	   comparable	   sale	   and	   the	   adjusted	   comparable	  
construction	   cost,	   as	   adjusted,	   indicator	   converged	  or	   verified	   each	  other.	  Neither	  
reflected	  the	  planning,	  design	  and	  permitting	  activities	  for	  the	  expansion	  of	  the	  AWT	  
WWTP	  facility	  and	  the	  availability	  of	  no	  discharge	  beneficial	  reuse	  by	  the	  Key	  West	  
Golf	  Club,	  the	  MCDC,	  the	  Marina	  and	  the	  other	  identified	  reuse	  customers	  on	  the	  Key	  
of	   Stock	   Island.	   These	   customers,	   as	   the	   flows	   to	   the	   AWT	  WWTP	   increase,	   will	  
represent	  a	  significant	  additional	  customer	  base.	  The	  current	  reclaimed	  water	  rate	  
is	  significantly	  below	  Florida	  Island	  comparable	  rates.	   	   It	   is	  probable	  that	  the	  non-‐
for-‐profit	   buyer	   would	   increase	   the	   rate	   in	   the	   future.	   The	   beneficial	   reuse	  
considerations	   are	   not	   reflected	   in	   this	   Report,	   yet	   have	   an	   increased	   buyer	  
incentive	   in	   the	   marketplace.	   	   Mathematically,	   the	   weighting	   calculates	   to	  
approximately	  30%.	  
	  
The	   summary	   above	   discusses	   considerations	   in	   the	   reconciliation	   of	   the	  
approaches	  into	  the	  opinion	  of	  value.	  
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USPAP	  Checklist	  
	  

1. Client	  Intended	  Users	  –	  Section	  1	  
2. Intended	  Use	  Letter-‐	  Section	  1	  
3. Property	  Identification	  –	  Section	  2,	  4	  and	  Appendix	  
4. Property	  Physical	  Characteristics	  –	  Section	  2,	  4	  and	  Appendix	  
5. Property	  Interest	  –	  Section	  1	  
6. Type	  of	  Value	  –	  Fair	  Market	  Value	  
7. Define	  and	  Source	  –	  Section	  1	  
8. Effective	  Date	  –	  December	  31,	  2014	  
9. Summary	  of	  Scope	  of	  Work	  –	  Section	  1	  
10. Three	  Approaches	  Consideration	  –	  Sections	  4,	  5	  and	  6	  
11. Use	  of	  Property	  –	  Current	  Use	  
12. Appropriate	  Market	  –	  Not-‐for-‐Profit	  
13. Extraordinary	  Assumptions	  –	  Section	  1	  
14. Hypothetical	  Conditions	  –	  Section	  1	  
15. Signed	  Certification	  –	  Certification	  Page	  
16. Effect	   of	   Assumptions	   and	   Conditions	   –	   Letter	   of	   Transmittal	   Section	   1,	  

Sections	  4,	  5,	  and	  6.	  
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An Appraisal Report Key West Resort Utilities, Stock Island, FL

CERTIFICATE OF APPRAISAL

I HEREBY CERTIFY THAT UPON APPLICATION FOR VALUATION BY:

PREPARED FOR INCLUSION WITH AN APPRAISAL REPORT BY:

MR. GERALD HARTMAN, PE, BCEE, ASA

HARTMAN CONSULTANTS, LLC

2107 WATER KEY DRIVE

WINDERMERE, FLORIDA 34786

&

CLIENT:

MR. WILLIAM L. SMITH, JR., CHAIRMAN OF THE BOARD

KEY WEST RESORT UTILITIES

6630 FRONT STREET

STOCK ISLAND, KEY WEST, FLORIDA 33040

I have personally examined the subject property:

and based on analysis of market data, site visit, physical walk through, and research, it is my opinion that

the Fair Market Value of the Fee Simple Interest of the Subject Property, Main Sewer Treatment Plant

(6630 Front Street), Land Only, plus the Sewer Utility Easements throughout North and South Stock

Island, and the Proposed Easements throughout the Key West Golf Course (6450 College Road, Key

West), subject to definitions, assumptions and limiting conditions, as of November 18, 2014, is:

EIGHT MILLION FIVE HUNDRED FORTY TWO THOUSAND DOLLARS

($ 8,542,000)

I ADDITIONALLY CERTIFY that, to the best of my knowledge and belief:

" The statements of fact contained in this report are true and correct.

Appraisal Company of Key West Page 64
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" The reported analyses, opinion, and conclusions are limited onlybythe reported assumptions and

limiting conditions, and are mypersonal, impartial, and unbiased professional analyses, opinions

and conclusions.

" I have no bias with respect to the property that is the subject of this report or to the parties

involved with this assignment.

" My engagement in this assignment was not contingent upon developing or reporting

predetermined results.

" My compensation for completing this assignment is not contingent upon the development or

reporting of a predetermined value or a direction in value that favors the cause of the client, the

amount of the value opinion, the attainment of a stipulated result, or the occurrence of a

subsequent event directly related to the intended use of this appraisal.

" My analyses, opinions, and conclusions were developed and this report has been prepared in

conformity with the Uniform Standards of Professional Appraisal Practice.

" James E. Wilson has performed a site visit and physical walk through of the property that is the

subject of this report.

" No one has provided significant professional assistance to the persons signing this report other

than integrating this report with Mr. Gerald Hartman, PE, BCEE, ASA, Hartman Consultants,

LLC.

" The use of this report is subject to the requirements of the State of Florida relating to review by

the Florida Real Estate Appraisal Board of the Department of Professional Regulations, Division

of Real Estate.

" The reported analyses, opinions and conclusions were developed, and this report has been

prepared, in conformity with the requirements of the Code of Professional Ethics and the

Standards of Professional Appraisal Practice of the Appraisal Institute.

" I have appraised the main sewer plant parcel of the subject property (real property only) on

January 4, 2012. I have not prepared an appraisal, feasibility study, consultation assignment, or

any other related service for the subject easement parcels over the past three years or prior.

" James E. Wilson has completed the Professional Standards and Ethics education requirement of

the Appraisal Institute for Associate Members.

Appraisal Company of Key West Page 65
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APPRAISAL COMPANY OF KEY WEST

James E. Wilson, MRICS, President

State-certified general real estate appraiser

RZ 2164

Appraisal Company of Key West Page 66
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Gerald C. Hartman, PE, BCEE, ASA 
 
 
 
 

 
 

 

Education 
 

M.S. Duke University, 1976 

B.S. Duke University, 1975 

Registrations/Certifications  

Arizona No. 28939 

Colorado No. 31200 

Florida No. 27703 

Georgia No. 17597 

Illinois No. 062-053100 

Indiana No. 10100292 

Kentucky No. 22463 

Louisiana No. 30816 

Maine No. 10395 

Maryland No. 12410 

Mississippi No. 12717 

Nevada No. 20259 

New Mexico No. 15990 

New York No. 088623-1 

North Carolina No. 15264 

Ohio No. 70152 

Pennsylvania No. 38216  

South Carolina 15389 

Tennessee No. 105550 

Virginia No. 131184  

Wisconsin 32971-6 

NCEES National P.E. 

No. 20481 

American Society of 

Appraisers Accredited Senior 

Appraiser No. 7542 

Professional  Summary 

Management  Consulting/Valuation/Expert  Testimony 

Mr. Hartman is an experienced utility engineer and appraiser specializing in utilities 

and systems. He is a qualified expert witness in the area of utility system valuation 

and financing, facility siting, certification/service area/franchises and 

formation/creation, management and acquisition projects. Mr. Hartman is accepted 

in various Federal Courts, Circuit Courts, Division of Administrative Hearings, Public 

Service Commissions, arbitration, and quasi-judicial hearings conducted by cities and 

counties, as a technical expert witness in the areas of utility systems (water, 

wastewater, stormwater, solid waste, gas and electric), certification/service 

area/franchises, facility planning, utility conveyance, transmission and distribution, 

utility resources, utility treatment, engineering, permitting and regulations, utility 

system design and construction, and utility systems valuation (water , wastewater, 

stormwater, solid waste, gas, and electric systems), costing and damages. 
 

 

 

Professional  Experience 

Machinery and Technical Specialties, ASA – Public Utilities 

Public Utilities Appraisal Specialty Certified, ASA 

Tangible  Personal  Property  –  VAB,  Magistrate 

Orange County, FL (2009 and 2010) 

Tangible Personal Property – Special Magistrate Osceola 

County, FL (2011, 2012, and 2013/2014) Hendry 

County, FL (2012 and 2013/2014) 

Financial Reports 

Mr. Hartman has been involved in over 300 capital charge, impact fee and 

installation charge studies involving water, wastewater and fire service for various 

entities. He also has participated in over 150 user rate adjustment reports. Mr. 

Hartman assisted in the development of over 70 revenue bond issues, 20 short-term 

bank loan systems, 10 general obligation bonds, numerous grant/loan programs, 

numerous capacity sale programs, and 20 privatization programs. Mr. Hartman has 

been involved in over $3 billion in utility bond and commercial loan financings for 

water and wastewater utility, and over $4 billion in utility grants, matching funding, 

cost-sharing; SRF loans and Federal Loans (R.D., etc.), assessments and CIAC 

programs. 

Utility Appraisals, Valuations and Evaluations 

Mr. Hartman has been involved in some 500 utility negotiations, valuations and 

evaluations, and has been a qualified expert witness by the courts with regard to 

utility, arbitrations and condemnation cases. He has participated in the valuation of 

numerous utility systems. His experience includes: 
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Year Project Party Represented 

2014 Illinois Value Consulting  Confidential 

2014 
New 
Rver 

New River Light & Power (ongoing) Owner 

2014 KWRU – Wastewater Utility (ongoing) Owner 

2014 Citrus County/Duke Energy 1/1/13 County 

2014 Minto Prop./SID W&WW&RU District 

2014 North Maine Utilities F.O. Village 

2014 3 Appraisals Review Glenview 

2014 Eastlake W&WW (Condemn) County 

2014 Pebble Creek Utilities W&WW (Con.) County 

2014 Mooresville Water (Condemn) ARM Attorney 

2014 Cauley Creek WRF Owner 

2013 Tega Cay Water and Wastewater  Both 

2013 Harrison, Ohio Water City 

2013 Water Management Services  Bank 

2013 North Lee Rural Water Association, Tupelo, MS 

(Partial) 

City 

2013 NPUC (Cost/Comp) Wastewater Bank 

2013 Progress Energy Florida (Citrus County) TPP 

1/1/12  

County 

2013 Village of Oakwood Water/Wastewater System Village 

2013 Richmond Generation Station (Review) City 

2013 Peru Generation Station (Review) City 

2013 Dover, Delaware Electric System City 

2013 C-51 Reservoir Owner 

2013 C-25 Reservoir Owner 

2013 Eglin Air Force Base Proposer 

2013 Duke Energy (Citrus County) TPP Electric 1/1/13 County 

2012 Beverly Hills Waste Management Owner 

2012 Town of Belleair Town 

2012 Orchid Springs Utilities City 

2012 Tymber Creek Utilities – Stock Transfer Owner(s) 

2012 Peoples of Balstrop – (Condemnation)  Owner 

2012 Senoia Water System County 

2011 Pine Island Utility System Owner 

2011 Town of Franklinton Water/Wastewater System Both 

2011 Kill Devil Hills Wastewater Treatment Plant Bank 

2011 Chesapeake Electric Utility – Marianna, Florida City 

2011 City of South Daytona Electric Utility City 

2011 On Top of the World Communities Water, 

Wastewater, and Reuse System – Marion 

County, Florida (Bay Laurel Center Community 

Development District) 

District 

2011 City of Vero Beach Electric Utility City 

2011 City of Vero Beach Water, Wastewater, and 

Reuse System 

City 

2010 Rolling Oaks Water and Wastewater System, 

Beverly Hills Waste Management System (SW) 

Owner/Bank 

2010 Liberty Water – Tall Timbers Wastewater 

System, TX (Condemnation) 

Owner 

2010 Heritage Hills Water and Sewer System, NY Owner 

2010 Waterside Villages of Currituck Waste Water 

Treatment Plant, NC 

District 

2010 Tindall Hammock Irrigation and Soil 

Conservation District Water/Wastewater System 

District 

2010 Great Wolf Resort Utilities, PA Owner 

2010 Town of Indian River Shores Water and Sewer 

System Assets 

Town 

2010 City of Vero Beach Water and Sewer System 

Assets, Town of Indian River Shores (Partial) 

City 

2010 City of Griffin Water System Assets, GA Water Authority 

2010 Golden Beach Water Assets City 

 

 
 

Skills 
 

Management Consulting 

Utility System Valuation 

Expert Witness Services 

Rates, Fees, and Charges 

Funding and Financing 

Utility Certifications, 

Franchises, Service Areas 

Economic Evaluations 

Creditworthiness Analysis 

Environmental Engineering 

Water/Wastewater Systems 

Engineering 

Stormwater Systems 

Water Resource Services 

Electric System Appraisals 

 

Relevant Training/Courses 
 

Numerous AWRA, AWWA, 

ASCE, WEF, AASE, ASA, 

NSPE, PE Seminars, 

Courses, Ethics, Continuing 

Education (multiple states) 

USPAP Exams 

2003,04,09/10 

ASA ME201, ME202, 

ME203, ME204 Mach. & 

Technical Specialties, 

BV201 Public Utilities, 

PP201. 

ASA Public Utilities Specialty 

Designation Exam Parts I, 

II, and III Numerous 

Technical Appraisal 

Courses/Exams in personal 

property (tangible & 

intangible), business 

valuation, and other areas 

Appraisal Review & 

Management ARM 201 and 

204 
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Year Project Party Represented 

2010 Fearington Utilities NFP 

2009 On Top of the World Communities Water, 

Wastewater, and Reuse System – Marion 

County, Florida (Bay Laurel Center Community 

Development District) 

District 

2009 Aquarina Water and Wastewater Bank 

2009 Cocoa Beach (electric) City 

2009 Parkland Utilities Owner 

2009 GISTRO NFP 

2009 Fruitland Park (electric) City 

2009 Town of Golden Beach Water and Wastewater 

System 

City 

2008 Park Water Company City 

2008 Crooked Lake Sewerage Company City 

2008 Vanguard Wastewater System City 

2008 Traxler Enterprises City 

2008 Louisiana Land and Water Company Owner 

2008 Sandy Creek Water and Wastewater County 

2008 Bayside Water and Wastewater County 

2008 Fern Crest Utilities, Inc. Buyer 

2008 Turnpike Utilities, LLC – W/S North Carolina Owner 

2008 Nags Head, Moneray Shores, Currituck Sewer, 

Corollo #1 & #2 

Buyer 

2008 Service Management Systems, Inc. Bank 

2008 Slash Creek Utility System Owner 

2008 Kill Devil Hills Utility Company Owner 

2008 Orchid Springs Utilities City 

2008 City of North Miami Beach – Utilities Owner 

2007 Pine Island Water System Owner 

2007 Pine Island Currituck Sewer Owner 

2007 Gulf Coast Electric Cooperative County 

2007 Marion Utilities, Sunshine Utilities and 

Windstream Utilities 

County 

2007 Ocean Reef/NKLUA/Card Sound I.Q. FKAA 

2007 Irish Acres County 

2007 I-20 Systems South Carolina Owner 

2007 Town & Country Update Owner 

2007 Service Management Systems, Inc. C.B. Ellis 

2007 Bulow Village Resort County 

2007 Intercoastal Utilities Owner 

2006 Donaldsonville/Peoples Utilities Owner 

2006 MSM Utilities, Inc. Owner 

2006 BSU/Citrus Park Owner 

2006 Jasmine Lakes and Palm Terrace City 

2006 The Arbors County 

2006 Oak Centre County 

2006 Silver Oaks Estates County 

2006 Regal Woods County 

2006 Golden Glen County 

2006 Willow Oaks County 

2006 South Oak County 

2006 Gulf State Community Bank – Utility Holdings Bank 

2006 Rolling Green County 

2006 South 40, Citrus Park and Raven Hill County 

2006 Holiday Utility Company, Inc. Bank 

2006 Old Bahama Bay Management 

 

 

 
 

Affiliations 

Diplomate – American 

Academy of Environmental 

Engineers 

American Society of 

Appraisers 

American Society of Civil 

Engineers 

American Water Works 

Association 

Florida Engineering Society  

National Society of 

Professional Engineers 

Water and Environment 

Federation 
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Year Project Party Represented 
2006 Utility Consolidation Program County 

2006 Loch Harbor Water & Wastewater System Owner 

2005 Lake Wales Utility Company Bank 

2005 Pennichuck Water Company Confidential 

2005 K.W. Resort Utilities, Inc. Confidential 

2005 Water Management Services, Inc. Owner 

2005 Town and Country Utility Co. Confidential 

2005 Village of Royal Palm Beach Village 

2005 Orange/Osceola/Lake/Seminole Counties Confidential 

2005 Utilities, Inc. (Partial) (Condemnation) Owner 

2005 Village of Royal Palm Beach Village 

2005 Bald Head Island Utilities, Inc. Village 

2005 Broward County Confidential 

2005 Burkim Enterprises, Inc. (Condemnation) Owner 

2005 Lyman Utilities, Inc. Harrison County, MS 

(Condemnation) 

Owner 

2004 Quail Meadow Utility Company County 

2004 Silver Springs Shores Regional County 

2004 Matanzas Shores County 

2004 El Dorado Utilities, NM (Condemnation) Owner 

2004 CDF to City of Tupelo, MS CDF 

2004 Pesotum, Illinois – IAWC Village 

2004 Philo, Illinois – IAWC Village 

2004 Central Florida Confidential 

2004 Skyview City 

2004 Polk Utilities NFP 

2004 St. Johns Services Company County 

2004 Intercoastal Utilities Company County 

2004 Stonecrest Utilities County 

2004 Meredith Manor County 

2004 Lake Harriet Estates County 

2004 Lake Brantley County 

2004 Fern Park County 

2004 Druid Hills County 

2004 Dol Ray Manor County 

2004 Apple Valley County 

2004 Kingsway Utility Area County 

2004 Lake Suzy Utilities (water portion) County 

2004 Sanibel Bayous Wastewater Corporation City 

2004 Ocean City Utilities FCURIA/County 

2004 People’s Water of Donaldsonville, LA 

(Condemnation) 

Owner 

2003 Harmony Homes County 

2003 Florida Central Commerce Park County 

2003 Chuluota County 

2003 District 3C (Miramar portion) City 

2003 Lincoln Utilities/Indiana Water Service Owner 

2003 Gibsonia Estates City 

2003 Lake Gibson Estates City 

2003 Jungle Den Utilities Association 

2003 Holiday Haven Utilities Association 

2003 Salt Springs County 

2003 Smyrna Villas County 

2003 South Forty County 

2003 Citrus Park County 
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Year 

 
Project 

 
Party Represented 

2003 Spruce Creek South County 

2003 Spruce Creek County 

2003 Spruce Creek Country Club Estates County 

2003 Longwood Franchise (electric) City 

2003 Casselberry Franchise (electric) City 

2003 Apopka Franchise (electric) City 

2003 Winter Park Acquisition (electric) City 

2003 Stonecrest/Steeplechase County 

2003 Marion Oaks County 

2003 Kingswood Utilities County 

2003 Oakwood Utilities County 

2003 Sunny Hills Utilities Confidential 

2003 Interlachen Lake/Park Manor Confidential 

2003 Tomoka/Twin Rivers Confidential 

2003 Beacon Hills Buyer 

2003 Woodmere Buyer 

2003 Bay Lake Estates City 

2003 Fountains City 

2003 Intercession City City 

2003 Lake Ajay Estates City 

2003 Pine Ridge Estates City 

2003 Tropical Park City 

2003 Windsong City 

2003 Buenaventura Lakes City 

2002 Lelani Heights Utilities County 

2002 Fisherman Haven Utilities County 

2002 Fox Run Utilities, Inc. County 

2002 Ponce Inlet City 

2002 Amelia Island Utilities City 

2002 Florida Public Utilities (Condemnation) City 

2002 AquaSource – LSU County 

2002 Park Place Utility Company, GA Owner 

2002 Kingsway Utility System Owner/County 

2002 Pennichuck Water Company, NH City 

2002 Philo Water System, IL Village 

2002 Pasco County – 2 systems County 

2002 Marion Consolidation – 10 systems County 

2002 Sugarmill (Condemnation) UCCNSB 

2002 Deltona Conference 

2002 Palm Coast FCURIA 

2002 Bald Head Island Utilities, NC Village 

2002 White’s Creek – Lincolnshire, SC (Condemnation) Owner 

2002 Bluebird Utilities, Tupelo, MS NFP 

2001- 
2002 

Due Diligence – 260 systems (VA, NC, SC) Buyer 

2001 Shady Oaks County 

2001 Davie/Sunrise City 

2001 Lindale Utilities County 

2001 Aquarina Owner 

2001 Intercoastal Utilities County 

2001 Beverly Beach City 

2001 Citrus County Utility Consolidation Plan 
(numerous) 

County 

2001 Pasco County Utility Acquisition Plan (numerous) County 

2001 Skylake Utilities City 
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Year Project Party Represented 
2001 Town of Lauderdale-By-The-Sea Town 

2001 John Knox Village City 

2001 Silver Springs Regional County 

2001 DeSoto Countywide FWSC Franchise and Assets County 

2001 Zellwood Station Co-Op Co-Op 

2001 Palm Cay County 

2000 The Great Outdoors Owner 

2000 Destin Water Users City 

2000 Pine Run County 

2000 Oak Run County 

2000 Dundee Wastewater (partial) City 

2000 Polk City Water City 

2000 A.P. Utilities (2 systems) County 

2000 CGD Utilities Bank 

2000 Boynton Beach (partial) City 

2000 Aqua-Lake Gibson Utilities City 

2000 Bartelt Enterprises, Ltd. (2 systems) Owner 

2000 49 ‘Ner Water System, Tucson, AZ 

(Condemnation) 

Owner 

2000 Stock Island Wastewater and Reuse System Owner 

1999 Osceola Power Station (Electric) Owner 

1999 Okeelanta Power Station (Electric) Owner 

1999 Del Webb (3 systems) County 

1999 Destin Water Users Co-Op City 

1999 O&S Water Company City 

1999 Rolling Springs Water Company County 

1999 ORCA Water & Solid Waste Authority 

1999 Marianna Shores Water and Wastewater City 

1999 Mount Olive Utilities City 

1999 AP Utilities (3 systems) County 

1999 Tangerine Water Association City 

1999 Laniger Enterprises Water & Wastewater Bank 

1999 IRI golf Water System, AZ (Condemnation) Investor 

1999 South Lake Utilities City 

1999 St. Lucie West CDD City 

1999 Polk City/Lakeland City 

1999 Dobo System, Hanover County, NC County 

1999 Rampart Utilities County 

1999 Garlits to Marion County County 

1998 Golf and Lake Estates City 

1998 Sanibel Bayous/E.P.C. City 

1998 Tega Cay Utility Company, SC City 

1998 Marlboro Meadows, MD (Condemnation) Owner 

1998 Sugarmill Water and Wastewater/Volusia County UCCNSB 

1998 SunStates Utilities, Inc. Owner 

1998 Town of Hope Mills/FPWC, NC Town 

1998 River Hills, SC County 

1998 Town of Palm Beach Town 

1998 K.W. Utilities, Inc. Buyer 

1998 Orange Grove Utility Company, MS 

(Condemnation) 

Owner 

1998 Garden Grove Water Company City 

1998 Sanlando Utilities, Inc. County 

1997 Golden Ocala Water and Wastewater System County 

1997 Holiday Heights, Daetwyller Shores, Conway, 

Westmont 

County 
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Year Project Party Represented 

1997 University Shores County 

1997 Sunshine Utilities County 

1997 Bradfield Farms Utility, NC Owner 

1997 Palmetto Utility Corporation Owner 

1997 A.P. Utilities County 

1997 Village of Royal Palm Beach Village 

1997 Jasmine Lake Utilities Corporation Lender 

1997 Arizona (confidential) Owner 

1997 Village Water Ltd., FL Owner 

1997 N.C. System – CMUD (3 systems) Owner 

1997 Courtyards of Broward City 

1997 Miami Springs City 

1997 Widefield Homes Water Company, CO Company 

1997 Peoples Water System ECUA 

1997 Quail Meadows, GA County 

1997 Rolling Green, GA County 

1996 Keystone Heights City 

1996 Buchannan Owner 

1996 Keystone Club Estates City 

1996 Lakeview Villas City 

1996 Geneva Lakes City 

1996 Postmaster Village City 

1996 Landen Sewer System, CMUD, NC Company 

1996 Citizens Utilities, AZ City 

1996 Widefield Water and Sanitation, CO District 

1996 Consolidation Program Game Plan County 

1996 Marion Oaks County 

1996 Marco Shores Company 

1996 Marco Island Company 

1996 Cayuga Water System, GA Authority 

1996 Glendale Water System, GA Authority 

1996 Lehigh Acres Water and Wastewater, GA Authority 

1996 Lindrick Services Company Company 

1996 Carolina Blythe Utility, NC City 

1996 Ocean Reef R.O. WTPs NKLUA 

1995 Sanibel Bayous City 

1995 Rotunda West Utilities Investor 

1995 Palm Coast Utility Corporation ITT 

1995 Sunshine State Parkway Company 

1995 Orange Grove Utilities, Inc., Gulfport, MS 

(Condemnation) 

Company 

1995 Georgia Utilities, Peachtree, GA City 

1995 Beacon Hills Utilities Company 

1995 Woodmere Utilities Company 

1995 Springhill Utilities Company 

1995 Okeechobee Utility Authority OUA 

1995 Okeechobee Beach Water Association OUA 

1995 City of Okeechobee OUA 

1995 Mad Hatter Utilities, Inc. Company 

1994 Eastern Regional Water Treatment Plant Owner 

1994 GDU – Port St. Lucie Water and Wastewater 

(Franchise/Condemnation) 

City 

1994 St. Lucie County Utilities City 

1994 Marco Island/Marco Shores Sun Bank 

1994 Heater of Seabrook, SC (Condemnation) Company 
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Year Project Party Represented 

1994 Placid Lake Utilities, Inc. Company 

1994 Ocean Reef Club Solid Waste System ORCA 

1994 Ocean Reef Club Wastewater System ORCA 

1994 South Bay Utilities, Inc. Company 

1994 Kensington Park Utilities, Inc. Company 

1993 River Park Water System SSU/Allete 

1993 Taylor Woodrow, Sarasota Cnty (Condemnation) Taylor Woodrow 

1993 Atlantic Utilities, Sarasota Cnty (Condemnation) Company 

1993 Alafaya Utilities, Inc. Bank 

1993 Anden Group Wastewater System, PA Company 

1993 West Charlotte Utilities, Inc. District 

1993 Rolling Oaks (SW) Owner 

1993 Sanlando Utilities, Inc. Investor 

1993 Venice Gardens Utilities Company 

1992 Myakka Utilities, Inc. City 

1992 Kingsley Service Company County 

1992 Mid Clay Utilities, Inc. County 

1992 Clay Utilities, Inc. County 

1992 RUD#1 (4 systems review) Meadowoods/ 

Kensington Park 

1992 Uddo Landfill (SW) (Condemnation) Owner 

1992 Martin Downs Utilities, Inc. County 

1992 Fox Run Utility System County 

1992 Leilani Heights County 

1992 River Park Water and Sewer SSU/Allete 

1992 Central Florida Research Park Bank of America 

1992 Rolling Oaks Utility Investor 

1992 City of Palm Bay Utilities PBUC 

1992 North Port – GDU Water and Sewer 

(Franchise/Condemnation) 

City 

1992 Palm Bay – GDU Water and Sewer 

(Franchise/Condemnation) 

City 

1992 Sebastian – GDU Water and Sewer City 

1991 Sanibel – Sanibel Sewer System, Ltd. City 

1991 St. Augustine Shores, St. Johns County 

(Condemnation) 

SSU/Allete 

1991 Remington Forest, St. Johns County SSU/Allete 

1991 Palm Valley, St. Johns County SSU/Allete 

1991 Valrico Hills, Hillsborough County SSU/Allete 

1991 Hershel Heights, Hillsborough County SSU/Allete 

1991 Seaboard Utilities, Hillsborough County UFUC 

1991 Federal Bankruptcy – Lehigh Acres Topeka/Allete 

1991 Meadowoods Utilities, Regional Utility District #1 Investor 

1991 Kensington Park Utilities, Reg. Utility District #1 Investor 

1991 Industrial Park, Orange City City 

1991 Country Village, Orange City City 

1991 John Know Village, Orange City City 

1991 Land O’Lakes, Orange City City 

1990 Orange-Osceola Utilities, Osceola County County 

1990 Morningside East and West, Osceola County County 

1990 Magnolia Valley Services, Inc., New Port Richey City 

1990 West Lakeland Industrial, City of Lakeland City 

1990 Highlands County Landfill (Condemnation) Owner 

1990 Venice Gardens Utilities, Sarasota County SSU/Allete 

1990 South Hutchinson Services, St. Lucie County SHS 

1990 Indian River Utilities, Inc. City 
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Year Project Party Represented 
1990 Coraci Landfill (SW) (Condemnation) Owner 

1990 Terra Mar Utility Company City 

1989 Seminole Utility Company, Winter Springs Topeka/Allete 

1989 North Hutchinson Svcs., Inc., St. Lucie County NHS 

1989 Sugarmill Utility Company UCCNSB 

1989 Ocean Reef Club, Inc., ORCA Company 

1989 Prima Vista Utility Company, City of Ocoee PVUC 

1989 Deltona Utilities, Volusia County SSU 

1989 Poinciana Utilities, Inc., Jack Parker Corporation JPC 

1989 Julington Creek Investor 

1989 Silver Springs Shores Bank 

1988 Eastside Water Company, Hillsborough County County 

1988 Twin County Utilities Company 

1988 Burnt Store Utilities Company 

1988 Deep Creek Utilities Company 

1988 North Beach Water Co., Indian River County NBWC 

1988 Bent Pine Utility Company, Indian River County BPUC 

1988 Country Club Village, SSU CCV 

1987 Sugarmill Utility Co., Florida Land Corporation FLC 

1987 N. Orlando Water & Sewer Co., Winter Springs NOWSCO 

1987 Osceola Services Company, FCS (nfp) OSC 

1987 Orange City Water Company, Orange City City 

1987 West Volusia Utility Company, Orange City City 

1987 Seacoast Utilities, Inc., Florida Land Corporation FLC 

1987 Utilities Commission, City of New Smyrna Beach 

(partial SA/Assets) (Electric) 

Commission 

 

and numerous other utility valuations in the 1976-1987 period. 
 

Utility Management Consulting 

Mr. Hartman has been involved in utility transfers from public, not-for-profit, district, 

investor-owned, and other entities to cities, counties, not-for-profit corporations, 

districts, and private investors. He has been involved in staffing, budget preparation, 

asset classification, form and standards preparation, utility policies and procedures 

manuals/training, customer development programs, standard customer agreements, 

capacity sales, and other programs. Mr. Hartman has been involved in over 100 

interlocal agreements with respect to service area, capacity, service, emergency 

interconnects, back-up or other interconnects, rates, charges, service conditions, 

ownership, bonding and other matters. 

Additionally, Mr. Hartman has assisted in the formation of newly certificated utilities, 

newly created utility departments for cities and counties, new regional water supply 

authorities, new district utilities, and other utility formations. Mr. Hartman has 

assisted in utility reserve areas for the Cities of Haines City, Sanibel, Lakeland, St. 

Cloud, Winter Haven, Bartow, Palm Bay, Orange City, and many others. He has 

participated in the certification of many utilities such as ECFS, Malabar Woods, B&C 

Water Resources, Inc., Farmton Water Resources, Inc. and many others; and 

certification disputes such as Windstream, Intercoastal Dulay Utilities, FWSC/ITT, and 

others and served as service area certification staff of the regulatory for St. Johns 

County; i.e., Intercoastal, etc.; as service area transfer/certification staff of the 

regulatory for Flagler County; i.e., Palm Coast to FWSC. He has served as a local 

County regulatory staff professional in Collier, 
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Citrus, Hernando, Flagler and St. Johns Counties, as well as elsewhere. Mr. Hartman 

also provided technical assistance to many utility service area agreements such as 

Winter Haven/Lake Wales/Haines City, etc. and North Miami Beach – MDWASD and 

others. For over 30 years, Mr. Hartman has been a professional assisting in the 

resolution of utility issues. 

Utility Finance, Rates, Fees and Charges 

Mr. Hartman has been involved in hundreds of capital charge, impact fee, and 

installation charge studies involving water, wastewater, stormwater, solid waste, gas 

and electric service for various entities and at the rate regulatory commissions. He 

also has participated in hundreds of user rate adjustment reports. Since 1976, Mr. 

Hartman assisted in the development of over 50 revenue bond issues, 20 short-term 

bank loan systems, 2 general obligation bonds, 26 grant/loan programs, 10 capacity 

sale programs, and 20 privatization programs. He has been involved in over 

hundreds of utility acquisition/utility appraisals for acquisition, and is a qualified 

expert witness with regard to utility rates and charges, and utility negotiation, 

arbitration and condemnation cases. A few of his rate, charge and bond projects 

include: 

+ City of Dunnellon Impact Fee Case 2013 

+ Bay County Revenue Bond Issue Series 2014 

+ City of Fernandina Beach, Impact Fee Case and Bond Issue 

City of Fernandina Beach, Revenue Bond Issue, 2013 

 

+ City of North Miami Beach Water and Wastewater Rate, Fee and Charge 

Study, 2013 

 

+  City of North Miami Beach $65 Million Water Revenue Bond Issue, 2012 

 
+  DeKalb County Revenue Bond Issue $373 Million Services 2011 

+  Polk City Services 2010 - $10 Million Revenue Bond Issue 

+  Bay Laurel Services 2011 - $45 Million Revenue Bond Issue 

+ Bay County Water Rate, Charge and Fee Study, Wholesale and Retail, 

2013 

+  Bay County Wastewater Rate, Charge and Fee Study, AWT and Retail, + 
2013 

+ Bucks County – City of Philadelphia Wholesale Utility Services Analysis, 

2011 

+  Timber Creek FPSC Utility Rates and Charges, 2011 and 2012 

+  Polk City Water and Wastewater Rate, Fee and Charge Study, 2010 

+  Lake Worth Wholesale Charges Analysis for 7 entities, 2012 

+  THISCD Water and Wastewater Rate, Fee and Charge Study, 2012 

+ City of Ft. Meade Water and Wastewater Rate, Fee and Charge Study, 

2013 

+  City of Ft. Meade Stormwater Rate Study, 2012 

+  City of Ft. Myers Beach Water/Wastewater Rate, Fee and Charge Study, 

2013 

+  Dunnellon Rate and Surcharge Review, 2012/2013 

+  Bay Laurel Center Community Development District – Water, 

Wastewater and Reclaimed Water Rate Study, Line Charge Study, and 
Miscellaneous Charge Study, 2010 

+  Skyland Utilities, LLC – FPSC, 2009 
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+  Bluefield Utilities, LLC – FPSC, 2009 

+  Grove Land Utilities, LLC – FPSC, 2009 

+ Tindall Hammock Irrigation and Soil Conservation District – 

Water and Wastewater Rate and Charge Study, 2008 

+  Bay County – Wholesale Rate Study and Impact Fee Study – 2007 

+  Flagler County – Impact Fee Analysis, 2005 

+  Flagler County – Base Facility Charge Analysis, 2005 

+  Marion County – Silver Springs Regional – Water/Wastewater + 
Revenue Sufficiency, 2004 

+  Beverly Beach – Water and Wastewater System, 2004 

+ Village of Bald Head Island – Water and Wastewater Rate Sufficiency, 

2004 

+  Farmton Water Resources, Inc. – FPSC, 2004 

+  B&W Water Resources, Inc. – FPSC, 2004 

+  Marion County – Stonecrest, Marion Oaks, Spruce Creek, Salt Springs, 

+  South Forty, Smyral Villas – Rate Integration/Phasing Program, 2003 

+  City of North Miami Beach – Water and Wastewater Adjustment, 2003 

+  City of Fernandina Beach – Water and Wastewater Rate Study, 2002 

+  St. Johns County – St. Johns Water Co. Rates, 2003 

+  St. Johns County – Intercoastal Rates, 2001 

+  Nashua, NH – Pennichuck Water Co., 2002 

+  City of Deltona – Water and Wastewater, 2002 

+  Town of Lauderdale By-The-Sea, 2001 

+  FCURA – Palm Coast Rates, Certification, 2000 

+ Marion County – Pine Run, Oak Run, A.P. Utilities – Rate Integration, 

2000 

+  City of North Miami Beach – Revenue Sufficiency Analysis, 2000 

+  North Key Largo Utility Authority, 2000 

+  Port St. Lucie – St. Lucie West – CDD, 1999 

+  Hanover County – Water and Wastewater, 1999 

+   UCCNSB/Sugarmill, 1999 

+  Town of Hope Mills, 1998 

+  Town of Palm Beach, 1998 

+  City of Winter Haven, 1998 

+  Palmetto Resources, Inc. – Raw Water, Reuse, Water, and Wastewater, 

1997 

+  City of Miami Springs – Analysis, 1997 

+  Widefield – Water and Wastewater, 1997 

+  Bullhead City – Wastewater, 1996 

+  Marion County, 1996 

+ Utilities Commission, City of New Smyrna Beach – Water/Wastewater 

Rate Study, 1995 

+ Okeechobee Utility Authority - Rate and charge study, 1995 

+ Southern States - Statewide rate case, 1995 
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+ Lee County - Rates and charges, 1995 

+ Venice - Reuse rate study, 1994 

+  Utilities Commission, City of New Smyrna Beach - Capital charge study, 

1996 

+ Port St. Lucie - Water, gas and wastewater rates, 1994 

+ Port St. Lucie - Capital charge study, 1995 

+ Bullhead City - Assessment study, 1996 

+ Englewood - Assessment study, 1996 

+ Sanibel - Capacity sale study, 1995 

+ City of New Port Richey - Rate and charge study, 1995 

+  Acme Improv. District, Wellington, Florida - Water/Wastewater studies, 

1994 

+  Charlotte County, Florida - Water/wastewater studies; Rotunda 

West rate case, 1993 

+ Clay County, Florida - Water/wastewater studies, 1992 

+ City of Deerfield Beach, Florida - Water/wastewater studies, 1992 

+ City of Dunedin, Florida - Water/wastewater studies, 1991 

+ Englewood Water District, Florida - Water/wastewater studies, 1993 

+ City of Green Cove Springs, Florida - Water/wastewater studies, 1991 

+ Hernando County, Florida - Water/wastewater studies, 1992 

+ City of Lakeland, Florida - Water studies, 1976-89 

+ Martin County, Florida - Water/wastewater studies, 1993 

+  City of Naples, Florida - Water/wastewater and solid waste studies, 

1992/94 

+ City of New Port Richey, Florida - Water/wastewater studies, 1994 

+ City of North Port, Florida - Water/wastewater studies, 1992 

+ City of Orange City, Florida - Water/wastewater studies, 1985-94 

+ City of Palm Bay, Florida - Water/wastewater studies, 1985-94 

+ City of Panama City Beach, Florida - Water/wastewater studies, 1993 

+ City of Sanibel, Florida - Water and reuse studies, 1988-94 

+  Southern  States  Utilities  Inc.,  Florida  -  Water/wastewater 

studies and statewide rate cases, 1991/93 

+ City of Tamarac, Florida - Water/wastewater studies, 1993 

+ Utilities  Commission,  City  of  New  Smyrna  Beach,  Florida  -  + 
Water/wastewater and reuse studies, 1992/94 

+ Volusia County, Florida - Solid waste studies, 1989 

+  City of West Palm Beach, Florida - Water/wastewater/reuse studies, 

1993/94 

+ City of Sebastian, Florida - Water/wastewater studies, 1993 

+ City of Tarpon Springs, Florida - Water/wastewater studies, 1994 

+  City of Miami Springs, Florida - Water/wastewater/solid waste studies, 

1994 

+ City of Edgewater, Florida - Water/wastewater/solid waste studies, 1987- 

90 

+ City of Venice, Florida - Reuse studies, 1994 

+ City of Port St. Lucie - Water/wastewater studies, 1994 



Gerald C. Hartman, PE, BCEE, ASA | 1 3  

 

 

 

+ Ocean Reef Club, Monroe County, Florida - Wastewater studies, 1994 

+ Placid Lakes Utilities Inc., Florida - Water/wastewater studies, 1994 

+ Old Overtown-Liberty Park, Birmingham, Alabama - Wastewater studies, 

1994 

+ Bullhead City, Arizona - Wastewater studies, 1994 

+  Lehigh  Utilities  Inc.,  Lee  County, Florida  -  Florida  Public  Service 

Commission rate cases for water, wastewater and reuse, 1993 

+ Marco Island and Marco Shores Utilities Inc., Collier County, Florida - + 
Florida Public Service Commission rate cases for water, wastewater and 

reuse, 1993 

+ Venice Gardens Utilities Inc., Sarasota County, Florida - Rate cases for 

water, wastewater and reuse, 1989/91/93 

+ Mid-Clay   and   Clay   Utilities   Inc.,   Clay   County,   Florida   - 

Water/wastewater studies, 1993 

Several expert witness assignments including Palm Bay vs. Melbourne; Tequesta vs. 

Jupiter; Town of Palm Beach vs. City of West Palm Beach; City of Sunrise vs. Davie; 

Kissimmee vs. Complete Interiors; and others. 

Economic Evaluations/Credit Worthiness Analyses 

Credit Worthiness Analysis for Drinking Water State Revolving Fund (1999) – 

Florida Department of Environmental Regulation 

Credit Rating Reviews (1980-2000) – for numerous investor-owned utilities; many city-

owned utilities (Winter Haven, Port St. Lucie, Miramar, Tamarac, Palm Bay, North Port, 

etc.); many county-owned utilities; several not-for-profit utilities; and utility authorities 

(OUA, etc.) 

 
Financial Feasibility and Engineer’s Revenue Bond Reports (1980-2000) – for over 

$2 billion of water and/or wastewater bonds for some fifty (50) entities in the Southeast 

United States including Clay, Lee, Hernando, Martin, and other counties; Lakeland, West 

Palm Beach, Miramar, Tamarac, Panama City Beach, Winter Haven, Naples, North Port, 

Palm Bay, Port St. Lucie, New Port Richey, Clermont, Orange City, Deerfield Beach, 

Sanibel, City of Peachtree City, Widefield, and many other cities; Lee County Industrial 

Development Authority, Englewood Water District, and other utilities. 

Privatization Procurement and Analysis for many water and wastewater systems 

including Sanibel, Town of Palm Beach, Temple Terrace, Palm Bay, Widefield, Bullhead 

City and sever others. 

Service Areas and Negotiations 

Mr. Hartman has participated in over thirty-five (35) service area formations,  Chapter 25 

F.S. certifications, Chapter 180.02 reserve areas, authority creations,  and interlocal 

service area agreements including Lakeland, Haines City, Bartow, Winter Haven, Sanibel, 

St. Cloud, Palm Bay, SBWA, ECFS, MWUC, Edgewater, Orange City, UCCNSB, Port St. 

Lucie, Martin County, OUA, NKLUA, DDUA, and many others. Mr. Hartman has been a 

primary negotiator for interlocal service agreements regarding capacity, joint-use, bulk 

service, retail service, contract operations and  

many others for entities such as the Town of Palm Beach, Miramar, Lauderdale-By- The-

Sea, North Miami Beach, Collier County, Marion County, St. Johns County, JEA 

and many others. 
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Expert Testimony 

+ Mr. Hartman has been accepted in various Circuit Courts, Florida Division of 

Administrative Hearings, Florida Public Service Commission, arbitration, and quasi- judicial 

hearings conducted by cities and counties, as a technical expert witness in the areas of 

electric systems, solid waste systems, stormwater systems, gas systems, wastewater 

systems and/or biosolids facilities, water supply, facility planning, water resources, water 

treatment, water quality engineering, water system design and construction, wastewater 

collection, wastewater transmission, wastewater treatment, effluent/reclaimed water use, 

sludge processing and disposal, costing, damages, rates/charges, service and service 

areas, and utility systems valuation and utility systems valuation. Recently, Mr. Hartman 

has been an expert witness on utility condemnation, utility arbitration, water rates and use 

permitting DOAH case, utility rate setting DOAH case, service area and utility service civil 

case, City of Atlanta Water Treatment Plant Construction, City of Milwaukee 

Cryptosporidium, Jupiter vs. Tequesta Water Contract Services, Winter Park electric, 

Okeelanta/Osceola Power Plants, UCCNSB and many other condemnation cases. Mr. 

Hartman has been an expert witness in permitting and regulatory cases. 

 

 

Mr. Hartman has given oral testimony on some 200 occasions over the past 38 years. 

He has assisted in the resolution of a similar number of matters without formal 

testimony. 
 
 

 

Publications / Presentations 

Papers/Presentations (Since 1994) 

2014 Hartman, G.C. and T.L. Hollis “Utility Optimization and Ownership 

Considerations”, Indiana Section AWWA February 12-13, 2014. 

2013 Hartman, G.C. “Stormwater Reuse/Water Harvesting”, Fl. Water & 

Environment Association, January 24, 2013. 

2012 Hartman G.C., T.L. Hollis “Optimization of Utility Performance”, Florida-

CFOA. 

2007 Hartman, G.C. and Wanielista, M. P. “Stormwater Reuse: The Utility 

Business Practice.” 9th Biennial Conference on Stormwater Research & 

Watershed Management. May 2, 2007. 

2005 Wanielista, Marty and G.C. Hartman, “Regional Stormwater Facilities”, 

Stormwater Management for Highways Transportation Research Board TRB 

AFB60, July 12, 2005. 

2004 Hartman, G.C., D. Cooper, N. Eckloff and R. Anderson, “Water,” The Bond 

Buyer’s Sixth Southeast Public Finance Conference, February 23, 2004. 

2003 Hartman, G.C., “Utility Valuation,” Wake Forest University Law School 

Seminar Series, February 6-8, 2003. 

2003 Hartman, G.C., H.E. Schmidt, Jr. and M.S. Davis, “Biosolids Application in 

Rural DeSoto County, Florida,” WEF/AWWA/CWEA Joint Residuals and 

Biosolids Management Conference, February 19-22,2003. 

2003 Hartman, G.C. and Dr. M. Wanielista, “Irrigation Quality Water – Examples 

and Design Considerations,” ASCE Conference, April 4, 2003. 
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2003 Hartman, G.C., M.A. Rynning and V. Hargray, “Assessing the Water 

Demands of Commercial Customer,” WEF Volume 6, No. 4, July/August 

2003 – Utility Executive. 

2002 Hartman, G.C., M. Sloan, N.J. Gassman, and D.M. Lee, “Developing a 

Framework to Balance Needs for Consumptive Use and Natural Systems with 

Water Resources Availability,” WEF Watershed 2002 Specialty Conference, 

February 23-27, 2002. 

2000 Hartman, G.C., M.A. Rynning, and V. Hargray, “Assessment of 

Commercial Customer Water Impacts,” AWWA 2000. 

1999 Hartman, G.C. contributing author, Chapter 14B, Nichols on Eminent 

Domain, RCNLD Valuation of Public Utilities, March 1999 Edition, Release 

No. 48. 

1998 Hartman, G.C., “In-House, Outsourcing and the Not-for-Profit Utilities 

Option,” Florida Government Finance Officers Association (FGFOA) 

Conference, March 27, 1998. 

1998 Hartman, G.C. and D.P. Dufresne, “Understanding Groundwater Mounds 

– A Key to Successful Design, Operation and Maintenance of Rapid 

Infiltration Basins,” April 4-7, 1998, FWWA/WET/FPCOA Joint Meeting. 

1998 Hartman, G.C. and Seth Lehman, “Financing Water Utilities – Acquisition and 

Privatization Projects,” AWWA Annual Conference, June 24, 1998. 

 

1997 Hartman, G.C., Seth Lehman, “Financing Utility Acquisitions,” 

AWWA/WEF Joint Management Conference, February 1997. 

1997 Hartman, G.C., B.V. Breedlove, “Water: Where It Comes From and 

Where It Goes,” FRT & G/FDEP Conference, September 1997. 
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1997 Hartman, G.C., W.D. Wagner, T.A. Cloud, and R.C. Copeland, 

“Outsourcing Programs in Seminole County,” AWWA/WEF/FPCOA 

Conference, November 1997. 

1997 Hartman, G.C., M.B. Alvarez, J.R. Voorhees, and G.L. Basham, “Using Color as 

an Indicator to Comply with the Proposed D/DBP Rule,” AWWA, Water Quality 

Technology Conference, November 1997. 

1996 Hartman, G.C., M.A. Rynning, and R.A. Terrero, “5-Year Reserve 

Capacity – Can Customers Afford the Cost?” FSASCE Annual Meeting, 

1996. 

1996 Hartman, G.C., T.A. Cloud, and M.B. Alvarez, “Innovations in Water and 

Wastewater Technology,” Florida Quality Cities, August 1996. 

1995 Hartman, G.C. and R.C. Copeland, “Utility Acquisitions – Practices, 

Pitfalls and Management,” AWWA Annual Conference, 1995. 

1995 HHHartman, G.C., “Safe Drinking Water Act,” and “Stormwater Utilities,” FLC 

Annual Meeting, 1995. 

1994 Hartman, G.C. and R.J. Ori, “Water and Wastewater Utility Acquisition,” 

AWWA National Management Specialty Conference, 1994. 



Gerald C. Hartman, PE, BCEE, ASA | 1 6  

 

Books 
 

 

 

Hartman, G.C., Utility Management and Finance, (presently under contractual 

preparation with Lewis Publishing Company/CRC Press). 

Vesilind, P.A., Hartman, G.C., Skene, E.T., Sludge Management and Disposal 

for the Practicing Engineer; Lewis Publishers, Inc.; Chelsea, Michigan; 1986, 

1988, 1991 
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PROFESSIONAL QUALIFICATIONS

JAMES E. WILSON, III, MRICS

James E. Wilson has been a resident of South Florida since 1976. His education includes a Bachelor of

Science in Business Administration with a Major in Economics from the University of Florida, 1987-1991.

His experience in the real estate industry began in early 1992 as a residential real estate appraiser in

Pompano Beach, Florida. He appraised a wide variety of single and multi-family residential properties in

Dade, Broward, and Palm Beach counties over a two-year period. In the search of advancement and

challenge, James Wilson moved to the City of Key West, Monroe County, Florida in order to obtain

experience and practice commercial real estate appraisal valuation techniques in a demanding and somewhat unique market area. Over the

past 22 years James has been exposed to a wide-range of appraisal projects, including highest and best use studies, complex property

appraisals, and wetland and environmentally sensitive valuations including transferrable development rights. His appraisal experience

includes financial and investment analysis, appraisal review, feasibility and planning analysis, as well as market research and analysis.

James Wilson is a State Certified General Real Estate Appraiser (licensed to perform residential and commercial appraisals) and a General

Associate Member of the Appraisal Institute. He is a member of RICS (Royal Institution of Chartered Surveyors), which is an international

member organization for professionals in property, land, real estate, construction and related environmental issues. Jim is past President

of the Key West Gator Club, 2013/2014 President of the Sunset Key West Rotary Club, member of Class VII Leadership Monroe, 2012

President of the Key West Chamber of Commerce, and has been elected to continue to serve on the Board of Directors of the Key West

Chamber of Commerce. Jim is still an active member on the Board of Directors for the Key West Chamber of Commerce.

Education: SOUTH BROWARD HIGH SCHOOL, Hollywood, FL, 1987.

UNIVERSITY OF FLORIDA, Gainesville, Florida - Bachelor of Science in Business Administration - Major

in Economics, 1987-1991.

APPRAISAL INSTITUTE

Appraisal Reporting of Complex Residential Properties, October, 1993.

Persuasive Style in Narrative Appraisal Reports, May, 1994.

ACE 1779 - “Special Purpose Properties - The Challenge of Real Estate Appraising in Limited Markets”,

September, 1996.

410 Standards of Professional Practice, Part A (USPAP), 8/97.

420 Standards of Professional Practice, Part B, August, 1997.

520 Highest & Best Use and Market Analysis, October, 1997.

Non-Conforming Uses Seminar, January, 1998.

510 Advanced Income Capitalization, May, 1998.

530 Advanced Sales Comparison & Cost Approach, May, 1998.

540 Report Writing & Valuation Analysis, August, 1998.

550 Advanced Applications, February, 1999.

Regression Analysis in Appraisal Practice: Concepts & Applications, Seminar, March, 2000.

General Demonstration Appraisal Report Writing Seminar, March, 2000.

800 Separating Personal & Real Property from Intangible Business Assets, March, 2002.

Successful Completion of the General Comprehensive Examination for the Appraisal Institute

Uniform Appraisal Standards for Federal Land Requisitions, March, 2007

General Demonstration Appraisal Report Writing Seminar, August, 2007

Valuation of Conservation Easements, January, 2008.

Appraising Distressed Commercial Real Estate, June, 2009

Oil Spills and Property Values, Webinar, August, 2010

Business Practices and Ethics, September, 2010

A Debate of the Allocation of Hotel Total Assets, October 26, 2010

Appraisal Institute Update, May 19, 2011

Appraisal Curriculum Overview (2-day General) May, 2011
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Professional Qualifications of James E. Wilson, III (Continued)

APPRAISAL INSTITUTE
Perspectives from Commercial Review Appraisers, July 20, 2011

Fundamentals of Separating Real Property, Personal Property, and Intangible Business Assets, 05/07/2012 -

05/08/2012

Purchase Price Allocations for Financial Report and Tax, April 16, 2014

Behind the Headlines, the New Real Estate Real Estate Economy, May 16, 2014

GOLD COAST SCHOOL OF REAL ESTATE
Real Estate Principles, Practices, and Law - FREC Course I, May, 1992.
Salesman Post-License Program, February, 1994.
Mortgage Broker, Exam-Prep Program, September, 1992.
AB I - Appraisal Board - Fundamentals of R.E. Appraising, 5/92.
AB II - Appr. Board - Appraising Resid. & Income Properties, 2/94.
AB IIb - Appraisal Board - Cert. Resid. Appraisal Course, 7/94.
AB III - Appraisal Board - Certified General Appraisal Course (Income Capitalization Course), February, 1995.
USPAP - Uniform Standards of Professional Appraisal Practice, 6/92.
USPAP Course, September, 1995.
A-102 - Plan Reading for Appraisers, September, 1995.
National USPAP Update Course, June 2006
Techniques of Income Property Appraisal, June 2006

McKISSOCK DATA SYSTEMS
Automated Valuation Models, October, 2000.
Uniform Standards of Professional Appraisal Practice, October,2000.
Factory Built Housing, October, 2000.
Appraiser Liability, September, 2002.
Appraising Nonconforming & Difficult Properties, September,2002.
Appraiser Liability, USPAP, September, 2002.
Appraising for the Secondary Market, October, 2004.
Appraising High-Value Residential Properties, October, 2004.
Florida Laws and Regulations, October, 2004.
Limited Appraisals and the Scope of Work Decision, October, 2004.
National USPAP Equivalent, October, 2004.
Florida Laws and Regulations, September 2006.
Disclosures and Disclaimer, September, 2006.
Appraisal Trends, September 2006.
National USPAP Update Equivalent(2008-2009), November, 2008.
Introduction to Expert Witness Testimony, November 2008.
Mortgage Fraud-Protect Yourself, November, 2008.
Florida Appraisal Supervisor-Trainee Roles and Relationships, November, 2008.
Florida Laws and Regulations, November, 2008.
National USPAP Update Equivalent (2010-2011), August, 2010.
Risky Business: Ways to Minimize Liability, August, 2010.
Florida Laws and Regulations, August 2010.
Florida Apprisal Supervisor-Trainee Roles and Relationships, August, 2010.

Appraisal Company of Key West Page 73



An Appraisal Report Key West Resort Utilities, Stock Island, FL

Professional Qualifications of James E. Wilson, III (Continued)
The Changing World of FHA Appraising, August, 2010.
Systems Built Housing: Advances in Housing for the New Millennium, October, 2012
Deriving and Supporting Adjustments, October, 2012
Introduction to Regression Analysis for Appraisers, October, 2012
Introduction to Residential Green Building for Appraisers, October, 2012
Florida Appraisal Laws and Regulations Update
National USPAP Update Equivalent (2012-2013), October, 2012
UAD-Up Close and Personal, November, 2014
Expert Witness Testimony: To Do or Not to Do, November, 2014
Analyze This! Applications of Appraisal Analysis, November, 2014
Florida Appraisal Laws and Regulations Update
Reviewers Checklist , November, 2014
National USPAP Update Equivalent (2014-2015) , November, 2014

VALUE INFORMATION TECHNOLOGY, INC.
"Perspectives on Appraisals" FREAB Course ACE#1591, June, 1995.

NORTH BROWARD BOARD OF REALTORS
ACE 591 - Basics of Construction - How a Florida Home is Built II, January, 1994.

Certification: State certified general real estate appraiser, as designated by the Department of Professional Regulation, State
of Florida; Registration No. RZ 2164.

Licensed Real Estate Salesperson, as designated by the Department of Professional Regulation, State of Florida;
License No. SL 0589552 (currently inactive).

Professional
Associations: Key West Board of Realtors

General Associate Member of the Appraisal Institute
Member of RICS (Royal Institute of Chartered Surveyors), October, 2010 Member#1299389

Affiliations: Past President of the Key West Gator Club (Alumni Organization of the University of Florida
Member of Class VIII, Leadership Monroe County
Board Member of the Rotary Club of Sunset Key West, 2013/2014 President, 2009 Treasurer, 2010 Vice
President, 2011 President-Elect,2012 President Board of Directors of the Key West Chamber of Commerce,
Current Board Member

Experience: WILCO VALUATIONS, P.A. d/b/a APPRAISAL COMPANY OF KEY WEST, James Wilson, President and
his wife, Maria Virginia Wilson, also a State Certified General Real Estate Appraiser purchased the Appraisal
Company of Key West from Mr. Richard Padron in April, 2004. Mr. Padron has continued to be a Fee
Commercial Real Estate Appraiser with the Appraisal Company of Key West, which has ensured continuity and
quality control.

APPRAISAL COMPANY OF KEY WEST, INC., Fee Commercial Real Estate Appraiser, April, 1994 to April,
2004.

F.C.P. APPRAISAL SERVICES, INC., Senior Real Estate Appraiser and Trainer, May, 1992 to April, 1994.
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Appraised various types of properties in the Florida Keys, including:

Retail Stores Commercial/Residential Condominiums
Restaurants Full-Service Marinas/Boat Yards
Strip Centers Environmentally Sensitive Acreage
Office Buildings Industrial Uses
Mixed-Use Properties Guest Houses /Hotels/Motels
Service Stations Mobile Home and RV Parks
Multi-family Projects Warehouse (including mini-storage)
Proposed Developments Special-Use Properties including Schools
Single-family Estates Seafood Processing Plants

APPRAISER CERTIFICATION
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Tara Hollis, CPA, MBA 
Principal Consultant 
Ms. Hollis specializes in rate and cost of service studies, feasibility and financial reports, 
and debt structuring analysis  for the  issuance of utility  indebtedness  for major capital 
improvement programs. She has an extensive range of experience  in financial analysis 
including  budget  analyses,  customer  and  usage  analyses,  development  of  revenue 
requirements,  cost  of  service  allocations,  and  sensitivity  analyses  related  to  the 
implementation  of  conservation  efforts.  Included  in  these  broad  areas  of  financial 
analyses are detailed analyses pertaining to the sufficient recovery of revenue such as 
utility rates and rate design alternatives, the determination of specialized user fees and 
charges, service availability and impact fees, and various miscellaneous service charges. 

Ms. Hollis has extensive experience related to reviewing and analyzing compliance with 
bond  covenant  requirements  and  contractual  obligations.  She  has  assisted  in  the 
development of numerous bond documents  including engineering  reports and official 
statements  for  the  issuance  of  municipal  debt  instruments.  Ms.  Hollis  creates 
computerized  dynamic  spreadsheet  models  for  use  in  valuing  and  analyzing  future 
sales, profitability, and financial performance ratios of utility systems and to determine 
fund needs for capital expansion programs. 

Ms. Hollis has been a principal  investigator  in water, wastewater, and electric system 
comparable  sales.    She  has  been  involved  with  the  preparation  of  over  100  utility 
system  valuations  utilizing  the  cost,  income,  and  comparable  sales  approaches.  
Additionally, Ms. Hollis is currently pursuing the Certified Valuation Analyst designation 
from the National Association of Certified Valuators and Analysts. 

Professional Experience   

 Development of extensive  and dynamic  computer models  for water, wastewater 
and reclaimed water rate studies, feasibility studies, forecasts, and valuations. 

 Development of retail and bulk rates;  impact fees; capital funding plans; and user 
rates and charges including the preparation of water, wastewater, reclaimed water, 
and stormwater user rate studies for public utilities.  

 Water conservation rate analysis, structuring, and enactment.  
 Miscellaneous service charges for a variety of customer request services  including 

customer deposits, water meter  installation charges, water and wastewater  taps, 
turn‐on charges, and the initiation of service charges.  

 Development  and  analysis  of  the  adequacy  of  wholesale  rates  and  rate 
components for revenue and litigation purposes.  

 Development of presentation workshops and accompanying briefing documents for 
utility  rate  study  and  cost  of  service  clients  to  foster  client  and  audience 
understanding of the analysis conducted.  

 Facilitate  focus  groups  and  stakeholder  coordination  meetings  relative  to  the 
impact of potential rate adjustments on customers. 

 Prepared  Request  for  Inclusion,  Loan  Documents,  Ordinances/Resolutions,  and 
Monthly Pay Applications, Davis‐Bacon Wage requirement audits, etc.  

 Preparation of grant administration paperwork. 
 Development  of  Customer  Accommodation  Programs  for water  and wastewater 

services. 
 Assistance with  litigation, negotiations, and expert witness services.   Served as an 

expert witness in utility rate and financial matters. 
 Preparation of damages reports relating to contract breaches and product failures. 
 Assistance and documentation for revenue and other special forms of tax‐exempt 

bond  financing  including detailed projections and reports  to support  the  issuance 

Education 

Master of Business Administration, 
University of Central Florida  

Bachelor of Science, Business 
Administration, University of Central 
Florida 

Certifications 

C.P.A. Florida, No. AC‐0031100 

Areas of Expertise 

o Business & Financial Analysis 

o Dynamic Computer Modeling 

o Utility Rate and Cost Studies 

o Feasibility and Financial Analysis and 
Reporting 

o Debt Structuring Analyses 

o Expert Witness Testimony and 
Litigation Support 

o Equity Recapture Strategies 

o Utility Optimization Services 

o Utility Regulatory Services 

Affiliations 

o American Water Works Association 

o National Association of Certified 
Valuators and Analysts, Member  

18 Years’ Experience 
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of over $1 billion in long‐term indebtedness. 
 Preparation  of  Bond  Resolutions,  Official  Statement,  Certificates  of  Compliance, 

Additional Bonds Test certificates, and other related documents in support of long‐
term indebtedness.  

 Conducting valuation studies using various techniques including the cost approach, 
income  approach,  and  comparable  sales  approach  for  water,  wastewater,  and 
electric utility  systems, and developing detailed  financial  forecasts and  cash  flow 
models to be used in damages calculations.  

 Preparation of Utility Annual Reports and review of compliance issues as required by 
the Bonds Resolutions.  

 Provided Utility Consulting Professional Services to Florida entities including: 
‐ Apopka, FL  ‐ Bay County, FL  ‐ Bay Laurel Center CDD, FL 
‐ Cape Coral, FL  ‐ Citrus County, FL  ‐ Clermont, FL 
‐ DeLand, FL  ‐ Eustis, FL  ‐ Fellsmere, FL 

  ‐ Fernandina Beach  ‐ Fort Meade, FL  ‐ Fort Myers Beach, FL
  ‐ Fruitland Park, FL  ‐ Hillsborough County, FL  ‐ Indian River Shores, FL 
  ‐ JEA, FL  ‐ Lake Wales, FL  ‐ Marion County, FL 
  ‐ Melbourne, FL  ‐ Mulberry, FL  ‐ Nassau County, FL 
  ‐ North Miami Beach, FL  ‐ Palm Bay, FL  ‐ Polk City, FL   
  ‐ Port St. Lucie, FL  ‐ Sanibel, FL  ‐ Sarasota County, FL
  ‐ Seminole County, FL  ‐ St. Johns County, FL  ‐ Tindall Hammock ISCD, FL 

  ‐ Vero Beach, FL  ‐ Winter Haven, FL   ‐ Winter Park, FL 

Selected Relevant Experience 

 Water,  Wastewater,  and  Reclaimed  Water  Rate  Study;  Miscellaneous  Charge 
Study;  and  Line  Charge  Study  ‐  Bay  Laurel  Center  CDD  –  Ocala,  FL:    Project 
Manager. The main objectives of  this  study were 1)  to develop  rates  that would 
further  promote water  resource  conservation  and  continue  to  provide  revenue 
sufficiency;  2)  to  modify  reclaimed  water  rates;  3)  to  review,  update,  and 
recommend a comprehensive  list of miscellaneous charges; and 4)  to  review and 
update the District’s current water and wastewater line charges.   

 Water,  Wastewater,  and  Reclaimed  Water  Financial  and  Operational 
Optimization Report – Vero Beach, FL:   Project Manager.  Identified and modeled 
optimization  options  including  reviewing  and  recommending  engineering, 
efficiency, cost center, revenue and expense, staffing, funding, and billing options.  
Included benchmarking against industry standards and comparative utilities; Billing 
Frequency  Analysis  on  customer  data;  comparing  alternate  rate  structures;  and 
completing a Readiness‐to‐Serve Charge Study.   

 Water, Wastewater, and Reclaimed Water Systems Valuation – Vero Beach, FL: 
Project Manager.  Prepared a valuation report to determine the approximate value 
of the City’s water, wastewater, and reclaimed water systems.  Valuation included 
a  value  for  the  entire  system  as well  as  a  value  for  two  fractional  components: 
mainland unincorporated areas and within the City limits on both the mainland and 
beach  areas.    The  valuation  services  included  acquiring  historic  background 
information  and  documentation,  performing  field  inspections,  and  asset 
verifications.   Three methodologies were used  in  the  final  report which  included 
the  Cost  Approach,  Income  Approach,  and  Comparable  Sales  Approach.  
Additionally, the report included an analysis of the economic and financial impacts 
to the City and the General Fund as a result of the potential sale of the systems. 

 Wastewater Treatment Program – Mulberry, FL:   Project Manager.  Implemented 
funding strategies and bridge financing alternatives for Wastewater Improvements 
Program.  Prepared  multiple  comparisons  and  utility  rate  financial  explorations. 
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Assisted  in  rate  adjustments  and  revenue  sufficiency  analysis  for  water  and 
wastewater. Obtained 66%  grant  for program  implementation  through  the  State 
Revolving Fund  (SRF). Acted as FDEP  liaison and provided  funding support during 
construction.   

 Consulting  Engineer’s  Report  –  Polk  City,  FL:    Project  Manager.    Created 
rate/optimization  model  which  identified  optimization  options  &  projected 
financial  feasibility  and  sustainability.   Worked  with  staff  to  reduce  costs,  add 
revenue streams, revamp billing practices for more appropriate cost recovery, and 
refinance  outstanding  debts  &  receive  additional  funding  for  upgrading  their 
systems,  bringing  the  City  from  negative  cash  flows  and  near‐dissolution  to  a 
position of financial strength.   

Papers, Publications, and Presentations   

Ms. Hollis has presented project specific information on numerous occasions to various 
groups including City/County Boards, Authorities, Commissions/Councils, etc. regarding 
rates, charges, valuations, bonds and  financing, utility optimizations, etc.    In addition, 
Ms. Hollis has presented the following non‐project specific presentations: 

 Hollis,  Tara  L.,  Parker,  Daryll  B.  “Financial  Forces  Impacting  Utility  Systems”, 
presented  at  the  Growth  and  Infrastructure  Consortium  Annual  Conference, 
Bradenton, FL, November 2014. 

 Hollis,  Tara  L.,  Hartman,  Gerald  C.  “Financial  Forces  Impacting  Small  Utility 
Systems.”  2014 Indiana Section AWWA Conference, February 2014.  

 Hollis,  Tara  L.,  Isaacs,  Tony  W.  “Financial  Sustainability  as  a  Basis  for  Utility 
Management.”   South Carolina Rural Water Association Decision Maker’s Summit 
2011. April 11, 2011. 

 Hartman,  Gerald  C.,  Hollis,  Tara  L.,  Isaacs,  Tony W.  “Discussion  of  Outside  City 
Utility Rate Surcharge.” Special Meeting – Various Municipality Leaders in State of 
Florida  (Hosted by  the City of North Miami Beach and  the City of North Miami).  
October 28, 2008. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

T. Hollis, CPA, MBA 
Resume Continued 
 

 



 

A
p

p
en

d
ix

 C
 



A P P R A I S A L R E P O R T
A Collaborative, Supplemental Appraisal Report

Property Located At:

Key West Resort Utilities

Main Sewer Treatment Plant (Fee Simple) Plus 25 Sewer Easements
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December 15, 2014

Mr. Gerald Hartman, PE, BCEE, ASA

Hartman Consultants, LLC

2107 Water Key Drive

Windermere, Florida 34786

Mr. William L. Smith, Jr., Chairman of the Board

Key West Resort Utilities

6630 Front Street

Stock Island, Key West, Florida 33040

Re: Collaborative , Supplemental Appraisal Report of:

Key West Resort Utilities

Main Sewer Treatment Plant (Fee Simple) Plus 25 Sewer Utility Easements

As If Vacant Land Throughout Stock Island, Unincorporated

6630 First Avenue Monroe County & City of Key West

Stock Island, Monroe County, Florida 33040 Florida 33040

Our File No.: 115-14

Dear Mr. Hartman:

Per your request, I performed an appraisal report and estimate of the Fair Market Value of the Fee

Simple Interest of the Subject Property Land (As If Vacant) of the Main Sewer Treatment Plant for Key

West Resort Utilities, as of November 18, 2014. Furthermore, I have rendered my estimate of the Fair

Market Value of the 21 sewer easements (land only) also owned by Key West Resort Utilities

Corporation. Finally, I have reported my opinion of the Fair Market Value of the Leasehold Interest in

the subject’s four sewer easements throughout the Key West Golf Course. There is a long-term master

land lease encumbering the golf course; thus, these easements would be part of the leasehold interest.

This multi-parcel appraisal report is a supplement to the overall valuation of the tangible and intangible

assets of the Key Haven Resort Utilities Corporation as prepared by Hartman Consultants, LLC.



Mr. William L. Smith, Jr., Chairman of the Board
Key West Resort Utilities
December 15, 2014
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The subject property of this report is the owned vacant land and utility easements, which encompass Key

West Resort Utilities Corporation, which is a privately owned utility company that provides wastewater

service to the Key of Stock Island, Monroe County, Florida. This utility is operated under the authority

of the State of Florida Public Service Commission. The subject property consists of the main sewage

treatment facility on Front Street, Stock Island, which encompasses three sewage treatment plants with

a current capacity of 0.499 million gallons per day (MGD) with a planned expansion to 0.849 MGD in

2015. The current site and building improvements include: drying beds, vacuum pump building, various

small electrical, mechanical shop and storage buildings, emergencygenerator, plus a manufactured office

unit. The subject is a special-purpose property; thus, it has a limited-market due to its unique design,

layout, and construction, which restricts its utility for the specific use as a wastewater treatment facility.

The subject operation is a substantial going-concern that encompasses the vacuum collection system and

services. In the case at hand, my appraisal includes only the subject land (As if Vacant), per the client’s

request. This report specifically excludes the collection system, sewer treatment tanks, pumps, lift

stations, plus all building and site improvements. The valuation of the Key West Resort Utilities going-

concern, intangible assets, buildings, site improvements, and furniture, fixture, and equipment as part

of the utility operation are valued within the appraisal report prepared by Hartman Consultants, LLC.

Dimensions and the site area of the subject sewer treatment site, Parcel “A” (SP No. 1) and the adjoining

easements, Parcels “B” (SP No. 2) and “C” (SP No.3) were referenced from a survey performed by

Island Surveying, Inc., Frederick H. Hildebrandt, dated February 19, 1997, with revisions on March 24,

1997 and April 7, 1997, plus a Site Layout plan, prepared by Siemens, Water Technologies, dated July

7, 2006, plus a copy of a survey/site plan that did not indicate an author or preparation date. Any

deviations from the reported dimensions or the calculated areas, plus any further easements and/or

encroachments could result in a change in value.

According to the survey, metes and bounds legal description, the subject main sewer treatment site

consists of a quadrilateral polygon, irregular-shaped parcel encompassing 2.00 acres or 87,120 square

feet of land. Only a small point of the parcel actually abuts Front Street. According to the survey, access

to the site is via a non-exclusive access easement, Parcel “C” that extends northerly from the subject site

along the westerly side of Front Street. This easement encompasses approximately 9,038 square feet.

The survey also depicts Parcel “B,” a 15 foot wide drainage easement at the southwesterly side of the

subject site. This easement encompasses approximately 3,750 square feet. Copies of the surveys and

legal descriptions are located in the Addenda section of the attached report.

The subject property also encompasses 14 additional sewer easements and lift station pads or small sites

in South Stock Island, which is part of Unincorporated Monroe County. The 16 easements in South

Stock Island total approximately 48,422 square feet or 1.11 acres. The sewer collection extends across

the Overseas Highway also known as U.S. Highway No. 1 into North Stock Island. North Stock Island

is within the boundaries of the City of Key West. There are five easements for lift stations (1,225 total
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square feet), plus four large easements throughout the Key West Golf course with a total of 168,091

square feet or 3.86 acres. Overall the subject property consists of 2 acres of an owned, fee simple

industrial tract, plus 25 easement parcels that contain a total of 5 acres. Thus, the total subject site area

is 7 acres of upland.

The footprint size of eight of the lift stations were given by the client, as they have not been delineated

or surveyed, but part of a development agreement. The proposed golf course easements are delineated

in a recent survey. The dimensions and parcel areas are based on a survey prepared by Island Surveying,

Inc., dated October 21, 2014. Any deviations from the reported dimensions or the calculated areas, plus

any further easements and/or encroachments could result in a change in value.

Fair Market Value is the price at which the property would change hands between a willing buyer and

a willing seller, neither being under any compulsion to buy or to sell or both having reasonable

knowledge of relevant facts.

Market Value is defined as the most probable price in cash (or its equivalency) for which the appraised

property will sell in a competitive market under all conditions requisite to a fair sale. Market value

assumes a normal or reasonable time for exposure on the open market.

This report contains the results of my investigation and analysis made in order to furnish an estimate of

the Fair Market Value of the Fee Simple Interest of the property described herein. The Fee Simple

Interest is the unencumbered value of the subject property. The subject property is primarily owner

occupied, and not unencumbered by any long term leases, except for the large golf course parcels. A

Fee Simple Interest Valuation has been detailed herein.

The Key West Golf Course land is owned by the City of Key West. There is a long-term master ground

lease agreement that expires on June 5, 2080. As a result, a Leasehold Interest exists with Key West

Golf Club, LLC(KWGC). At this point there are no easement agreements or subleases with Key West

Resort Utilities Corporation (KWRU) per Mr. William L. Smith Jr. and the Key West Golf Club as they

have common ownership. Mr. Smith indicated that a future easement agreement will not require the

KWRU to pay any further fees to KWGC; however, KWRU is responsible for pipe maintenance and

surface conditions must be restored if disturbed due to repairs or replacements. As a result, the proposed

easements throughout the Golf Course would be a Leasehold Interest. A Leased Fee valuation is not

applicable, in the case at hand. However, the reader is cautioned that a title search was not made; thus,

no other encumbrances are considered herein. No personal property has been included herein.

Based on analysis of market data, site visit, physical walk through, and research, it is my opinion that

the Fair Market Value of the Fee Simple Interest of the Subject Property, Main Sewer Treatment Plant

(6630 Front Street), Land Only, plus the Sewer Utility Easements throughout North and South Stock
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Island, and the Proposed Easements throughout the Key West Golf Course (6450 College Road, Key

West), subject to definitions, assumptions and limiting conditions, as of November 18, 2014, is:

EIGHT MILLION FIVE HUNDRED FORTY TWO THOUSAND DOLLARS

($ 8,542,000)

This is an appraisal report which is intended to comply with the reporting requirements set forth under

Standard Rule 2-2(a) of the Uniform Standards of Professional Appraisal Practice. As such, it might not

include full discussions of the data, reasoning, and analyses that were used in the appraisal process to

develop the appraiser's opinion of value. Supporting documentation concerning the data, reasoning, and

analyses is retained in the appraiser's file. The information contained in this report is specific to the

needs of the client and for the intended use stated in this report.

This confidential report is prepared for the sole use of and benefits of Mr. Gerald Hartman, PE, BCEE,

ASA, Hartman Consultants, LLC and Mr. William L. Smith, Jr., Chairman of the Board, Key West

Resort Utilities Corporation, and based, in part, upon documents, writings, and information owned and

possessed by the client. This report is provided for informational purposes only to third parties

authorized to receive it. The appraiser-client relationship is with Mr. Smith, as the client. This report

should not be used for any purpose other than to understand the information available to the client

concerning this property. Appraisal Company of Key West assumes no responsibility if this report is

used in any other manner.

If you have any questions regarding this appraisal report, please feel free to contact me. Thank you for

giving me the opportunity to provide this service for you. This transmittal letter must remain attached

to the report, which contains 116 pages including related exhibits, in order for the value opinion set forth

to be considered valid.

Respectfully submitted,

James E. Wilson, MRICS, President

State-certified general real estate appraiser

RZ 2164
email: jim@fla-keysappraisals.com

Report Attached:

C:\Comm-14\Comm-115-14.wpd
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Zoning Future Land Use

MI = Maritime Industries MC = Mixed Use / Commercial

PR = Parks & Refuge R = Recreation

URM = Urban Residential Mobile Home RH = Residential High

RV = Recreational Vehicle PS = Public Service

MU = Mixed Use CG = General Commercial

PS = Public Service MDR = Medium Density Residential

CG = General Commercial

PRD = Planned Residential Development

SUMMARY OF FACTS AND CONCLUSIONS

Subject Property Address: Key West Resort Utilities

Main Sewer Treatment Plant (Fee Simple)

As If Vacant Land

6630 First Avenue

Stock Island, Monroe County, Florida 33040

Plus 25 Sewer Utility Easements

Throughout Stock Island, Unincorporated

Monroe County & City of Key West

Florida 33040

Property Type: Commercial Land (As If Vacant)

Utilized as Commercial Wastewater Treatment Facility

& Collection System

Zoning: See Chart on Following for Each Parcel

Flood Hazard Zones: Map Number 12087C1528K, dated February 18, 2005, Zone AE 8 and

9 feet
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Future Subject Subject

Zoning Land Use Site Size (SF) Site Size (Acres)

MI MC 87,120 2.00

MI MC 3,750 0.09

MI MC 9,038 0.21

PR R 248 0.01

PR R 200 0.00

URM RH 5,952 0.14

URM RH 5,952 0.14

URM RH 5,952 0.14

URM RH 5,952 0.14

URM RH 5,952 0.14

URM RH 1,110 0.03

URM RH 1,388 0.03

URM RH 1,110 0.03

URM RH 1,388 0.03

URM RH 150 0.00

RV MC 150 0.00

MU MC 150 0.00

PS PS 400 0.01

CG CG 150 0.00

PRD MDR 225 0.01

PRD MDR 225 0.01

PS PS 225 0.01

PRD MDR 88,108 2.02

PRD MDR 5,814 0.13

PRD MDR 61,175 1.40

PRD MDR 12,994 0.30

304,878 7.00

87,120 2.00

217,758 5.00

Subject

Parcel Nos. Location Key Parcel Description

1 6630 Front Street Stock Island "A" KWRU STP Main Site

2 6630 Front Street Stock Island "B" Drainage Easement (Rear)

3 6630 Front Street Stock Island "C" Non-Exclusive Access Easement (Fronts on Street)

4 7th Ave. & Fifth St. Stock Island "M" Utility Easement: Lift Station (Fronts on Street)

5 9th Ave. & Fifth St. Stock Island "N" Utility Easement: Lift Station

6 Blk A Lincoln Gardens Stock Island Block "A" Utility Sewer Easement (Rear)

7 Blk B Lincoln Gardens Stock Island Block "B" Utility Sewer Easement (Rear)

8 Blk C Lincoln Gardens Stock Island Block "C" Utility Sewer Easement (Rear)

9 Blk D Lincoln Gardens Stock Island Block "D" Utility Sewer Easement (Rear)

10 Blk E Lincoln Gardens Stock Island Block "E" Utility Sewer Easement (Rear)

11 Blk G, Lots 8 & 53 Lincoln Gardens Stock Island Block "G", Lots 8 & 53 Utility Sewer Easement (Side Yard)

12 Blk F, Lot 8 Lincoln Gardens Stock Island Block "F", Lot 8 Utility Sewer Easement (Side Yard)

13 Blk G, Lots 23 & 38 Lincoln Gardens Stock Island Block "G", Lots 23 & 38 Utility Sewer Easement (Side Yard)

14 Blk F, Lot 23 Lincoln Gardens Stock Island Block "F", Lot 23 Utility Sewer Easement (Side Yard)

15 Lift Station Pines & Palms Sub. Stock Island Pine & Palm Utility Easement: Lift Station

16 Lift Station Boyd's Campground Stock Island Boyd's Campground Utility Easement: Lift Station

17 Lift Station Dolphin Deli Stock Island Dolphin Deli (Mongelli) Utility Easement: Lift Station

18 Lift Station MC Detention Center Stock Island Detention Center Utility Easement: Lift Station

19 Lift Station Sunset Marina Stock Island Sunset Marina Utility Easement: Lift Station

20 Lift Station KWGC HOA Stock Island KWGC HOA Utility Easement: Lift Station

21 Lift Station KWGC Stock Island KWGC Utility Easement: Lift Station

22 Lift Station Bayshore Manor Stock Island Bayshore Manor Utility Easement: Lift Station

23 KWGC Easement "A" Stock Island KWGC Utility Sewer Easement

24 KWGC Easement "B" Stock Island KWGC Utility Sewer Easement

25 KWGC Easement "C" Stock Island KWGC Utility Sewer Easement

26 KWGC Easement "D" Stock Island KWGC Utility Sewer Easement

Totals:

Total Fee Simple:

Total Easements:

Summary of Subject Parcels

Subject Parcels:

Highest and Best Use

“As Improved”: Commercial Wastewater Treatment Facility & Collection System

(Utility)

Gross Building Area

(GBA): Not Considered in this Valuation (Land Only)
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Subject Subject Subject Subject Site X Prop. Utility Adj.

Parcel Nos. Location Parcel Property Rights Site Size (SF) $/SF Value (Rnd) Mult./ Easement Ratio

1 6630 Front Street "A" Fee Simple 87,120 $24.45 $2,130,000 1.00

2 6630 Front Street "B" Easement 3,750 $15.00 $56,000 0.80

3 6630 Front Street "C" Easement 9,038 $14.00 $127,000 0.80

4 7th Ave. & Fifth St. "M" Easement 248 $50.00 $12,000 0.80

5 9th Ave. & Fifth St. "N" Easement 200 $55.00 $11,000 0.80

6 Blk A Lincoln Gardens Block "A" Easement 5,952 $13.00 $77,000 0.80

7 Blk B Lincoln Gardens Block "B" Easement 5,952 $13.00 $77,000 0.80

8 Blk C Lincoln Gardens Block "C" Easement 5,952 $13.00 $77,000 0.80

9 Blk D Lincoln Gardens Block "D" Easement 5,952 $13.00 $77,000 0.80

10 Blk E Lincoln Gardens Block "E" Easement 5,952 $13.00 $77,000 0.80

11 Blk G, Lots 8 & 53 Lincoln Gardens Block "G", Lots 8 & 53 Easement 1,110 $15.00 $17,000 0.80

12 Blk F, Lot 8 Lincoln Gardens Block "F", Lot 8 Easement 1,388 $15.00 $21,000 0.80

13 Blk G, Lots 23 & 38 Lincoln Gardens Block "G", Lots 23 & 38 Easement 1,110 $15.00 $17,000 0.80

14 Blk F, Lot 23 Lincoln Gardens Block "F", Lot 23 Easement 1,388 $15.00 $21,000 0.80

15 Lift Station Pines & Palms Sub. Pine & Palm Easement 150 $60.00 $9,000 0.80

16 Lift Station Boyd's Campground Boyd's Campground Easement 150 $60.00 $9,000 0.80

17 Lift Station Dolphin Deli Dolphin Deli (Mongelli) Easement 150 $60.00 $9,000 0.80

18 Lift Station MC Detention Center Detention Center Easement 400 $50.00 $20,000 0.80

19 Lift Station Sunset Marina Sunset Marina Easement 150 $60.00 $9,000 0.80

20 Lift Station KWGC HOA KWGC HOA Easement 225 $55.00 $12,000 0.80

21 Lift Station KWGC KWGC Easement 225 $55.00 $12,000 0.80

22 Lift Station Bayshore Manor Bayshore Manor Easement 225 $55.00 $12,000 0.80

23 KWGC Easement "A" KWGC Easement 88,108 $20.00 $1,762,000 0.80

24 KWGC Easement "B" KWGC Easement 5,814 $25.00 $145,000 0.80

25 KWGC Easement "C" KWGC Easement 61,175 $24.00 $1,468,000 0.80

26 KWGC Easement "D" KWGC Easement 12,994 $24.00 $312,000 0.80

Totals: 304,878 $21.57 $6,576,000

Total Fee Simple: 87,120 $24.45 $2,130,000

Total Easements: 217,758 $20.42 $4,446,000

Summary of Land Value Estimates for Subject Properties

Subject Adj. Adj. X Assemblage Final Subject Final

Site Value (Rnd) $/SF Factor Multip. Adj. Site Value (Rnd) $/SF

$2,130,000 $24.45 1.50 $3,195,000 $36.67

$45,000 $12.00 1.50 $68,000 $18.13

$102,000 $11.29 1.50 $153,000 $16.93

$10,000 $40.32 1.50 $15,000 $60.48

$9,000 $45.00 1.50 $14,000 $70.00

$62,000 $10.42 1.50 $93,000 $15.63

$62,000 $10.42 1.50 $93,000 $15.63

$62,000 $10.42 1.50 $93,000 $15.63

$62,000 $10.42 1.50 $93,000 $15.63

$62,000 $10.42 1.50 $93,000 $15.63

$14,000 $12.61 1.50 $21,000 $18.92

$17,000 $12.25 1.50 $26,000 $18.73

$14,000 $12.61 1.50 $21,000 $18.92

$17,000 $12.25 1.50 $26,000 $18.73

$7,000 $46.67 1.50 $11,000 $73.33

$7,000 $46.67 1.50 $11,000 $73.33

$7,000 $46.67 1.50 $11,000 $73.33

$16,000 $40.00 1.50 $24,000 $60.00

$7,000 $46.67 1.50 $11,000 $73.33

$10,000 $44.44 1.50 $15,000 $66.67

$10,000 $44.44 1.50 $15,000 $66.67

$10,000 $44.44 1.50 $15,000 $66.67

$1,410,000 $16.00 1.50 $2,115,000 $24.00

$116,000 $19.95 1.50 $174,000 $29.93

$1,174,000 $19.19 1.50 $1,761,000 $28.79

$250,000 $19.24 1.50 $375,000 $28.86

$5,692,000 $18.67 $8,542,000 $28.02

$2,130,000 $24.45 $3,195,000 $36.67

$3,562,000 $16.36 $5,347,000 $24.55

Key West Resort Utilities, Stock Island, Florida

Fair Market Valuation
Fair

Valuation Method: Market Value

Cost Approach Not Applicable

Income Approach Not Applicable

Sales Comparison Approach $8,542,000

$8,542,000Fair Market Value, as of November 18, 2014 (Rnd):

Reconciliation

Subject Values:
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An Appraisal Report Key West Resort Utilities, Stock Island, FL

Date of Valuation: November 18, 2014

Date of Site Visit: November 18, 2014

Date of Report: December 12, 2014

Marketing Time: 12 to 24 Months based on a list price within 5 percent of appraised value

and based on stable economic conditions and subject to the approval

process for the sale of a private utility to possibly a public utility.

Exposure Time: Equal to present marketing time.
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An Appraisal Report Key West Resort Utilities, Stock Island, FL

AN APPRAISAL REPORT

This is an report which is intended to comply with the reporting requirements set forth under Standard

Rule 2-2(a) of the Uniform Standards of Professional Appraisal Practice. As such, it might not include

full discussions of the data, reasoning, and analyses that were used in the appraisal process to develop

the appraiser’s opinion of value. Supporting documentation concerning the data, reasoning, and analyses

is retained in the appraiser's file. The information contained in this report is specific to the needs of the

client and for the intended use stated in this report. The appraiser is not responsible for unauthorized

use of this report.

INTENDED USER: Mr. Gerald Hartman, PE, BCEE, ASA

Hartman Consultants, LLC

2107 Water Key Drive

Windermere, Florida 34786

CLIENT: Mr. William L. Smith, Jr., Chairman of the Board

Key West Resort Utilities

6630 Front Street

Stock Island, Key West, Florida 33040

APPRAISER: James E. Wilson, MRICS, President

State-certified general real estate appraiser

RZ 2164

SUBJECT

PROPERTY: Key West Resort Utilities

Main Sewer Treatment Plant (Fee Simple)

As If Vacant Land

6630 First Avenue

Stock Island, Monroe County, Florida 33040

Plus 25 Sewer Utility Easements

Throughout Stock Island, Unincorporated

Monroe County & City of Key West

Florida 33040
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An Appraisal Report Key West Resort Utilities, Stock Island, FL

PURPOSE AND INTENDED USE OF THE APPRAISAL

The purpose of this appraisal is to report my opinion of the Fair Market Value of the Fee Simple Interest

of the Subject Property Land (As If Vacant) of the Main Sewer Treatment Plant for Key West Resort

Utilities, as of November 18, 2014. Furthermore, I have rendered my estimate of the Fair Market Value

of the 21 sewer easements (land only) also owned by Key West Resort Utilities Corporation. Finally,

I have reported my opinion of the Fair Market Value of the Leasehold Interest in the subject’s four sewer

easements throughout the Key West Golf Course. There is a long-term master land lease encumbering

the golf course; thus, these easements would be part of the leasehold interest. This multi-parcel appraisal

report is a supplement to the overall valuation of the tangible and intangible assets of the Key Haven

Resort Utilities Corporation as prepared by Hartman Consultants, LLC.

Per the client’s request, I have not considered the valuation of the building nor site improvements. The

subject easements and land owned by Key West Resort Utilities Corporation (KWRU) connect the

underground sewer infrastructure. The KWRU provides treated, reclaimed water for irrigation to the Key

West Golf Course. The tangible components of the utility including casings, carrier piping, lift stations,

force mains, operating pumps, valves, sewage treatment plants, mechanical and storage buildings, tanks,

site improvements, intercepts, plus a manufactured office unit have been valued separately by Hartman

Consultants along with any intangible assets to provide a market value of the whole utility and its service

area.

The KWRU (formerly New Age Utilities) has been in continuous operation since 1968/1969 with a

relocation of the plant in 1984 and further expansion in 1994. It currently serves approximately 0.499

customers. The waste treatment plant has a current capacityof 0.499 million gallons per day(MGD) with

a planned expansion to 0.849 MGD in 2015. Much of the infrastructure is located in the public right of

way. The subject contains special easements and a main fee simple parcel that have been assembled to

make the system function with surface and below surface equipment and special pump lift station

easements.

The function of this appraisal is to provide a multiple parcel and easement appraisal report of the subject

as a guide for negotiations between KWRU and Florida Keys Aqueduct Authority (FKAA) as a potential

buyer.

The intended use of this appraisal is as a supplement to Hartman Consultants, LLC Appraisal Report,

which is intended to assist Mr. William L. Smith, Jr., Chairman of the Board of Directors, Key West

Resort Utilities Corporation in arriving at a Fair Market Value estimate for the subject property as

described in this report. The report has been exclusively prepared for the sole use of the client, Mr.

William L. Smith, Jr., Chairman of the Board of Directors, Key West Resort Utilities Corporation and
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the intended user Mr. Gerald Hartman, PE, BCEE, ASA, Hartman Consultants, LLC. This appraisal

report may not be used or relied upon by any other party, unless specifically involved with the purpose

of this report. Any party who otherwise uses or relies upon any information in this report, without the

preparer's written consent, does so at his or her own risk. Possession of this report, or a copy thereof,

does not carry with it the right of publication.

PROPERTY RIGHTS APPRAISED

This appraisal is made with the understanding that the present ownership of the main sewer treatment

plant property includes all the rights that may lawfully be held under a Fee Simple Estate. These rights

are sometimes referred to in appraisal literature as the "bundle of rights". It includes the right to use,

keep others from using, sell, rent or otherwise dispose of the property. The elements which have been

included in this appraisal are the land, as if vacant. Per the client’s request, any existing building, site

improvements, plus furniture, fixtures, and equipment were not included in my valuation.

This report contains the results of my investigation and analysis made in order to furnish an estimate of

the Market Value of the Fee Simple Interest of the property described herein. The Fee Simple Interest

is the unencumbered value of the subject property. The subject property is primarily owner occupied,

and not unencumbered by any long term leases, except for the large golf course parcels. A Fee Simple

Interest Valuation has been detailed herein.

The Key West Golf Course land is owned by the City of Key West. There is a long-term master ground

lease agreement that expires on June 5, 2080. As a result, a Leasehold Interest exists with Key West

Golf Club, LLC(KWGC). At this point there are no easement agreements or subleases with Key West

Resort Utilities Corporation (KWRU) per Mr. William L. Smith Jr. and the Key West Golf Club as they

have common ownership. Mr. Smith indicated that a future easement agreement will not require the

KWRU to pay any further fees to KWGC; however, KWRU is responsible for pipe maintenance and

surface conditions must be restored if disturbed due to repairs or replacements. As a result, the proposed

easements throughout the Golf Course would be a Leasehold Interest. Further details of the lease

agreement are noted later in this report. A Leased Fee valuation is not applicable, in the case at hand.

LEGAL DESCRIPTION

The metes and bounds legal descriptions for the subject parcels of the subject property from the survey

is quite lengthy. Therefore, they have been included in the Addenda section of the report.
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FAIR MARKET VALUE DEFINITION

Fair Market Value is the price at which the property would change hands between a willing buyer and

a willing seller, neither being under any compulsion to buy or to sell or both having reasonable

knowledge of relevant facts.

MARKET VALUE DEFINITION

Market Value, is defined as:

"The most probable price which a property should bring in a competitive and open market under all

conditions requisite to a fair sale, the buyer and seller, each acting prudently, knowledgeably and

assuming the price is not affected by undue stimulus. Implicit in this definition is consummation of a

sale as of a specified date and the passing of title from seller to buyer under conditions whereby:

a) Buyer and seller are typically motivated;

b) both parties are well informed or well advised and each acting in what he considers his

own best interest;

c) a reasonable time is allowed for exposure in the open market;

d) payment is made in terms of cash in U.S. dollars or in terms of financial arrangements

comparable thereto; and

e) the price represents the normal consideration for the property sold unaffected by special

or creative financing or sales concessions granted by anyone associated with the sale."

(Source: Office of the Comptroller of Currency)

FEE SIMPLE ESTATE DEFINITION

According to The Dictionary of Real Estate Appraisal, Fifth Edition, 2010, "Fee Simple Estate is

absolute ownership unencumbered by any other interest or estate, subject only to the limitations imposed

by the governmental powers of taxation, eminent domain, police power, and escheat."
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LEASEHOLD INTEREST DEFINITION

According to The Dictionary of Real Estate Appraisal, Fifth Edition, 2010, "Leasehold Interest, is the

interest held by the lessee (tenant or renter) through a lease transferring the rights and use of occupancy

for a state term under certain conditions.”

EASEMENT DEFINITION

According to The Dictionary of Real Estate Appraisal, Fifth Edition, 2010, "Easement is an interest in

real property that conveys use, but not ownership, of a portion of an owner's property. Access or right

of way easements may be acquired by private parties or public utilities. Governments dedicate

conservation, open space, and preservation easements.”

Easements typically permit a specified portion of a property for a identified use, usually for access for

an adjoining property or an underground utility. A property that has use of an easements gains additional

property rights.

ADDITIONAL DEFINITIONS & VALUATION METHODS

Special-Purpose Property: A limited use -market property with a unique physical design, special

construction materials, or a layout that restricts its utility to the use for which it was built, also called

special-design property. (Source: The Dictionary of Real Estate Appraisal, Fifth Edition, 2010)

Connectivity: Connectivity is an attribute or function shared by common elements to promote a use.

In the case of a sewer treatment utility, connectivity involves efficient delivery of sewer services to

residential, commercial and industrial customers. It begins with a sewage disposal plant for waste water.

The system is designed to meet peak demand capacity for delivery on demand. Good connectivity

defines reliability, continuity of sewer services over different peak uses, and efficient, well planned

delivery systems.

Across the Fence Method: A land valuation method typically used to estimate the value of a real estate

corridor, including railroad or pipeline rights of way, highways, or other corridor real estate. The price

or value of land adjacent to the corridor (i.e., “across the fence”) is considered for the valuation. Other

considerations include corridor factor and usage factor adjustments. (Source: The Dictionary of Real

Estate Appraisal, Fifth Edition, 2010)

Across the Fence (ATF) Value: In the valuation of real estate corridors, the value concluded based on

a comparison with adjacent lands before the consideration of any other adjustment factors. The ATF
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value accounts for location and market conditions. Accordingly, this is an intermediate value without

(or prior to) the consideration of the corridor factor. (Source: The Dictionary of Real Estate Appraisal,

Fifth Edition, 2010)

Corridor: A long, narrow strip of land or real property rights for which the highest and best use is to

provide an economic benefit by connecting the end points, and sometimes serving intermediate points

along the way. Most corridors provide these connections for energy (oil and gas pipelines, electrical

power transmission lines), transportation (road, rail, aqueducts, canals, aviation, aircraft overflight), or

communications (Fiber-optic lines) purposes. Abandoned corridors may or may not have a highest and

best use of continued corridor use. (Source: The Dictionary of Real Estate Appraisal, Fifth Edition,

2010)

Corridor Factor: In the valuation of existing corridors, a factor that expresses the ratio of the price paid

for a transportation or communications corridor (i.e., the sale price of an existing corridor) and the across

the fence (ATF) value. Typically used in the valuation of existing corridors and not the assembly of a

new corridor. Also called railroad factor, synergism factor, enhancement factor, and continuity factor.

(Source: The Dictionary of Real Estate Appraisal, Fifth Edition, 2010)

Enhancement Factor: Often referred to as a corridor, assemblage or plottage factor, it is a factor that

expresses the value of an existing corridor above and beyond an across the fence (ATF) pricing. If

negative, it would reflect questions of highest and best use. If positive, it would reflect a value higher

than the across the fence pricing which typically does not reflect the single use of a corridor. This factor

also includes assembly costs related to acquisition both voluntary and involuntary, including

condemnation procedures, and the time value of money in making a proposed corridor connected and

functional. When pricing out existing corridors a buyer would consider the substitute cost of a corridor

and the incentive to avoid assemblage costs by paying a price higher than the immediate pricing from

across the fence valuations.

Corridor Valuation: The process of estimating market value of the right to use corridor real estate.

According to the Bureau of Land Management and U.S. Forest Service, relevant valuation approaches

include land-based methods such as the across the fence method going rate (sales comparison) approach,

alternate route (cost avoidance) approach, and before and after method, and no-land-based methods such

as liquidation value, replacement, income value, and competitive bid methods.
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SUBJECT’S MARKET AREA (NEIGHBORHOOD) ANALYSIS

Stock Island, an unincorporated community, is located less than one mile northeast of the island of Key

West, is surrounded by water and bisected by U.S. Highway 1. This island is known as Stock Island,

which is separated from the City of Key West by Cow Key Channel. The southerly half of Stock Island

has developed into an industrial center and affordable housing hub servicing the Key West area. The

main KWRU sewer treatment facility along with 16 easements are located in South Stock Island, while

the remaining nine subject easements are located in North Stock Island.

The south side of Stock Island, which is divided from the north side by U.S. Highway No. 1, is

developed with many mobile home parks and subdivisions, as well as single and multi-family residential

areas. It is also the center of the local fishing industry, with other industrial and commercial business

uses as well. This is an area of mixed zoning and uses which services the demands and requirements

of the Key West market.

The north side of Stock Island is considered to be within the City of Key West’s easternmost boundary

and is taxed as such. The north section of Stock Island is comprised of County offices and structures

including the public health unit, Countyoffices, CountyJail, the public hospital and convalescent center,

Florida Keys Community College, Tennessee Williams Performing Arts Center, Gerald Adams

Elementary School, the former Key West land fill and transfer station, which is being redeveloped by

the Key West Department of Transportation for vehicle and bus parking, a privately-owned nursing

home, plus the botanical gardens.

The northside of Stock Island also includes a 390-unit resort townhouse single family project, which is

known as Key West Golf Club Development. The project is surrounded by an 18 hole public, Rees Jones

designed golf course, which is located directly northerly from the subject across U.S. Highway No. 1 or

the Overseas Highway from the subject property. The sale of part of Normans’ Island to Monroe County

led to the development of a new county jail. The Monroe County Detention Center was completed on

November 19, 1993 at an estimated cost of $33 million. The Sheriff's Department building was also

completed on the site. The Keys Overnight Temporary Shelter (KOTS) facility is located on the Key

West jail property and it provides showers and overnight shelter for homeless persons. The shelter opens

at 6 pm daily and guests have to leave by 7:30 am daily. This installation has been controversial and

embroiled in law suits byadjacent property owners, such as Sunset Marina Residences due to the number

of homeless traveling along College Road and the access road to the jail and Sunset Marina

Dockominium in early morning and evening hours. The City of Key West has proposed to move the

shelter to the nearby former Easter Seals property and potentially the Monroe County Mosquito Control

Board Office property, both of which are owned by the City of Key West; however, it appears that this

has failed at this point in time.
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The former City land fill dump, later waste-to-energy incinerator for the disposal of refuse from the City

of Key West and subsequently a transfer station has been closed and is in the process of being converted

for Key West Department of Transportation use. Also a new SPCA facility will be developed on a

portion of this site. The project is expected to start late 2015. Sunset Marina, was purchased and

developed with 60 waterfront condominium units and an upgraded marina facility, containing 165 wet

boat slips, sold as dockominiums (condominium ownership). The project has been completely sold out.

The marina and upland area on the westerly portion of the development was recently purchased.

Another condominium project about one mile southeasterly from the subject property is known as

Oceanside Marina. These units were built as an annex to the dockominiums and existing marina

operation. The Oceanside Marina/King’s Pointe Marina was purchased for redevelopment, then the

recession hit and the property became bank-owned for an extended period of time. The property was

purchased by well-known Florida Keys developer, Mr. Pritam Singh in mid 2013. The upland will be

redeveloped with 78 new, market rate dwelling units (vacation rentals), 17 new hotel rooms and a new

restaurant with up to 150 seats.

Peninsular Marina (now Key West Harbour Yacht Club) was a major marina transaction about 8 years

ago for $30 million. This project is located approximately two miles southeasterly from the subject

property. It was subsequently redeveloped into a full-service marina encompassing about 100 wet boat

slips, about 379 dry boat slips, plus a dockmaster’s office, ship store, restaurant/bar, gym, large

swimming pool plus other amenities. The marina redevelopment reportedly cost $50 million. When the

economic recession occurred, causing the drastic decline in demand and price of dockominiums, the

management of the project stopped selling slips and concentrated on renting the unsold slips. Ownership

and management has changed the name to Florida Marina Clubs. Marketing of some of the slips has just

recently begun again.

In addition, a large assemblage of waterfront properties along the westerly side of Safe Harbor in Stock

Island was completed a few years ago at a total reported cost of about $200 million. The property was

to be converted from mostly commercial fishing to an upscale marina featuring mega yacht slips. Due

to the economy, this project also stalled and was in default. One of the main investors purchased the note

from the lender at a significant discount and has taken control of the property. A large portion of the

marina has been redeveloped with a new floating concrete dock system. The development plan has been

down scaled to include recreational and commercial vessels with an emphasis on keeping the local flavor

of the area. The marina is now known as Island Marina Village. A new hotel is proposed on the site.

These delayed redevelopment projects are moving ahead again and will enhance and revive the Stock

Island neighborhood.

General Economic Conditions:

The renovations, improvements and demand for properties within the area had been steady; however,

because of the national slow down in the housing market supply had exceeded demand until late 2011.
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A distinct decline in the residential sales volume and property values due to increases in inventory, less

demand and the difficulty in obtaining financing from the height of the market 2005/2006 until last year

affected the real estate market. During this downturn, “short sale”, foreclosure, and distressed sales

activitybecame quite prominent, unfortunately, affecting the entire market. It appears that the residential

market began to rebound in 2011. Inventory has actually become tight since 2012 with increases noted

in asking and sales prices in 2013 and year-to-date 2014.

With respect to the commercial retail sector, the market has experienced an increase in the availability

of vacant commercial space in the commercial real estate area during the recession. However, it appears

that the commercial market “bottomed out” near the end of 2011. There has been a significant increase

in sales and leasing activity in 2013 and year-to-date 2014. Rental rates and occupancy rates are

climbing.

Signs of recovery have been outstanding since late 2011 in the tourism market. Tourism statistics have

been strong. Most lodging facilities in Key West are near or above 2007 levels in ADR, occupancy, and

RevPAR. However, positive signs in the other commercial categories have still lagged, especially in

the office market.

In conclusion, the subject property is located in an area of mixed uses. At this time, the demand for wet

dockominium slips has diminished somewhat and sales have occurred at a much smaller rate, compared

to the height of the market in 2005/2006. Recent Stock Island wet-boat slip sales have indicted a modest

recovery which may take a few more years to return to pre-recession levels. Sunset Marina has actually

experienced a significant amount of sales in 2011, 2012, 2013 and year-to-date 2014. The prices are

back at the original developer sellout prices of 2002/2003, and the sales activity is quite encouraging.

There are no comparable recent active listings of private utilities including fee simple owned parcels and

associated utility easements.
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In terms of demographic trends taking place in Stock Island, Florida, the following data has been

compiled by from the CCIM Site To Do Business:
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Station Location 2008 2009 2010 2011 2012 2013

50 CR 941/SR US 1 Hwy, Cow Key Bridge 3,000 2,900 2,400 2,600 2,200 3,500

165 SR 5/US 1, 200' Cow Key Bridge 34,602 35,471 36,027 36,540 36,564 36,287

201 SR 5/US 1, Cow Key Bridge 48,500 38,500 35,500 38,500 37,500 43,000

Average Two-way Florida DOT Traffic Count

Conclusion:

In summary, the sewer treatment facility parcel of the subject property is located in the South Stock

Island, which is just outside of the City limits of Key West, where there is a concentration of services,

employment and shopping. However, many of the sewer easements are also located in North Stock

Island, which is actually within the City Limits of Key West. Residential uses are located off the

highway; these neighborhoods, as well as neighboring communities support the commercial businesses

in the area. Since property values began to escalate in the City of Key West work-force rentals and

commercial service business began to migrate to Stock Island which was a more affordable alternative.

Hence, property values are starting to rebound. There are currently a few residential developments and

recreational marina conversions that are being redeveloped or expanded again since the stagnation during

the recession.

The entire surrounding neighborhood is going through gentrification, especially around Safe Harbor.

The considerable amount of automobile traffic along U.S. Highway No. 1 provides good exposure to this

area. I anticipate continued improvement in the general quality of the neighborhood, particularly with

the increased demand for property due to building and environmental restriction placed on all properties

in the Florida Keys.

The following average daily two-way traffic data was provided by the State of Florida Department of

Transportation for the subject’s market area.
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Marketability of the Subject Property

The subject property is a privately-owned utility, which is basically a monopoly for the Stock Island

market area. The Florida Keys Aqueduct Authority (FKAA), a public utility, is in preliminary

negotiations to possibly purchase the subject utility. FKAA currently services Key Haven, Big Coppitt

Regional, Bay Point, Cudjoe Regional, Duck Key Regional, and the City of Layton. Although the

subject is a special-purpose property and part of a quite limited-market, the subject is quite marketable

as it offers a functioning, reliable system to a captive market at a reasonable price. The connectivity and

value of the easements and fee simple land (main sewer plant locale) is the purpose of this appraisal.

The value of the system as a whole is a function of the condition and quality of the system, plus the

customer base, and pricing (which is regulated by the Public Service Commission). Hartman

Consultants, LLC is appraising the total assets of the business (tangible and intangible). Hartman will

rely upon this report for the land values (as if vacant) of the fee simple parcel and the easements owned

by the Key West Resort Utilities Corporation.

The typical purchaser of the subject property would be a utility operator. FKAA would likely be the

most prudent buyer due to its experience with wastewater utilities and the proximity of other facilities

in the Florida Keys. A buyer must carefully consider the due diligence for the condition, function, and

estimated useful life of the sewage treatment plant and collection system in order to adequately analyze

reserves for replacement for the system and infrastructure, plus future pricing. Financing may be

obtained from numerous sources within the market place; however, banks or institutional lenders and

bonds are the most common in the local market.

MARKETING TIME

The marketing time for the subject property is estimated between 12 to 24 months based on the com-

parable sales analyzed and interviews with local brokers. This marketing time is based on an asking

price within 5% of appraised value. It should be noted that the marketing time could due to the approval

process for the sale and acquisition of a utility, especially by a public entity.

EXPOSURE TIME

Exposure time considers the amount of time necessary to effect a sale of the subject property on the

valuation date. In the case at hand, it is my opinion that the exposure time would be equal to the

marketing time, based on a listing price within 5.0% of my appraised value.
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OWNERSHIP

According to the Monroe County Public Records, the subject parcel is owned by

K W Resort Utilities Corp.

P.O. Box 2125

Key West, Florida 33045-2125

SALES HISTORY

According to the Monroe County Tax Assessor’s records, there have been no sales of the subject

property within the last five years. The prior sale of the subject was in 1982. The subject property has

not been listed in the Local Board of Realtors Multiple Listing Service.

HISTORY OF THE SUBJECT UTILITY

Mr. Chris Johnson, President of Key West Resort Utilities gave the following synopsis of the subject

utility’s history and expansions over the years.

The original private utility in Stock Island was New Age Utilities which began operation

circa 1968/1969. New Age Utilities was located off of Shrimp Road and its service area

was primarily Lincoln Gardens. In 1984 KWRU took all the flow from New Age

Utilities to the current location, 6630 Front St, with the completion of what is now

known as the WEST .250MGD Davco Treatment Plant. In 1994, a second .250 MGD

Davco plant was added which is currently known as EAST Plant.

KWRU has approximately 4,200 connections/customers. The plant is currently

rated/permitted to operate at .499MGD (499,000 gallons per day). On July 3, 2014

KWRU published in the KW Citizen the DEP Intent to Issue Permit notice for the plant

expansion that will increase the capacity to .849MGD (849,000 gallons per day).

The plant expansions are as follows:

• 1983 Original Plant (WEST) .250 MGD located at 6630 Front

• First Expansion 1994 EAST .249 MGD bringing the total capacity to .499 MGD

• Second Expansion 2015 .350 MGD bringing the total capacity to .849 MGD

In 2002, KWRU expanded to take the Monroe County Jail, Juvenile Justice Building,

Sheriff Headquarters, Public Buildings, Bayshore Mannor, SPCA, and other public
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buildings. Several lift stations were constructed along with thousands of linear feet of

force main sewer. Monroe County was then able to get out of the wastewater business

by decommissioning the wastewater treatment plant at the Jail and the other plants across

Jr. College Road from Bayshore Manor.

In 2003, KWRU and Monroe County completed the South Stock Island Vacuum Sewer

Expansion Project which was a $4.6M project to construct a collection system. The

collection system utilized vacuum sewer technology and it was designed to pick up a

minimum of 1,500 customers. 1,500 customers had hooked on by 2011 and additional

customers continue to connect as of this writing.
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Subject Future

Parcel Nos. Location Key Parcel Zoning LandUse

1 6630 Front Street Stock Island "A" MI MC

2 6630 Front Street Stock Island "B" MI MC

3 6630 Front Street Stock Island "C" MI MC

4 7th Ave. & Fifth St. Stock Island "M" PR R

5 9th Ave. & Fifth St. Stock Island "N" PR R

6 Blk A Lincoln Gardens Stock Island Block "A" URM RH

7 Blk B Lincoln Gardens Stock Island Block "B" URM RH

8 Blk C Lincoln Gardens Stock Island Block "C" URM RH

9 Blk D Lincoln Gardens Stock Island Block "D" URM RH

10 Blk E Lincoln Gardens Stock Island Block "E" URM RH

11 Blk G, Lots 8 & 53 Lincoln Gardens Stock Island Block "G", Lots 8 & 53 URM RH

12 Blk F, Lot 8 Lincoln Gardens Stock Island Block "F", Lot 8 URM RH

13 Blk G, Lots 23 & 38 Lincoln Gardens Stock Island Block "G", Lots 23 & 38 URM RH

14 Blk F, Lot 23 Lincoln Gardens Stock Island Block "F", Lot 23 URM RH

15 Lift Station Pines & Palms Sub. Stock Island Pine & Palm URM RH

16 Lift Station Boyd's Campground Stock Island Boyd's Campground RV MC

17 Lift Station Dolphin Deli Stock Island Dolphin Deli (Mongelli) MU MC

18 Lift Station MC Detention Center Stock Island Detention Center PS PS

19 Lift Station Sunset Marina Stock Island Sunset Marina CG CG

20 Lift Station KWGC HOA Stock Island KWGC HOA PRD MDR

21 Lift Station KWGC Stock Island KWGC PRD MDR

22 Lift Station Bayshore Manor Stock Island Bayshore Manor PS PS

23 KWGC Easement "A" Stock Island KWGC PRD MDR

24 KWGC Easement "B" Stock Island KWGC PRD MDR

25 KWGC Easement "C" Stock Island KWGC PRD MDR

26 KWGC Easement "D" Stock Island KWGC PRD MDR

Summary of Zoning & Future Land Use for Subject Parcels

Zoning Future Land Use

MI = Maritime Industries MC = Mixed Use / Commercial

PR = Parks & Refuge R = Recreation

URM = Urban Residential Mobile Home RH = Residential High

RV = Recreational Vehicle PS = Public Service

MU = Mixed Use CG = General Commercial

PS = Public Service MDR = Medium Density Residential

CG = General Commercial

PRD = Planned Residential Development

ZONING

The zoning districts and future land use districts for the subject parcels are summarized as follows.
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Since the subject wastewater collection system is located in eight different zoning districts. The detailed
list of permitted and conditional uses, plus dimension regulations for each zoning district have been
retained in my work file.

Maritime Industries District (MI) - Monroe County
The purpose of the MI district is to establish and conserve areas suitable for maritime uses such as ship
building, ship repair and other water dependent manufacturing and service uses.

Wastewater treatment facilities and collection systems are a major conditional use. The subject property
appears to be a legal, conforming use as it must have received approval for development of the sewage
treatment plant.

Park and Refuge District (PR) - Monroe County
The purpose of the PR district is to establish and protect areas as parks, recreational areas and wildlife
refuges.

Wastewater treatment facilities and collection systems are a major conditional use. The subject property
appears to be a legal, conforming use as it must have received approval for development of the lift
stations adjacent to Bernstein Park (County Park).

Urban Residential—Mobile Home District (URM) - Monroe County
The purpose of the URM district is to recognize the existence of established mobile home parks and
subdivisions, but not to create new such areas, and to provide for such areas to serve as a reservoir of
affordable and moderate-cost housing in the county.

Wastewater treatment facilities and collection systems are a major conditional use. The subject property
appears to be a legal, conforming use as it must have received approval for development of the sewage
collection systems and lift stations.

Recreational Vehicle District (RV) - Monroe County
The purpose of the RV districts is to establish areas suitable for the development of destination resorts
for recreational vehicles and other transient units such as seasonal residential units.

Wastewater treatment facilities and collection systems are a major conditional use. The subject property
appears to be a legal, conforming use as it must have received approval for development of the sewage
collection systems and lift stations.

Mixed Use District (MU) - Monroe County
The purpose of the MU district is to establish or conserve areas of mixed uses, including commercial
fishing, resorts, residential, institutional and commercial uses, and preserve these as areas representative
of the character, economy and cultural history of the Florida Keys.

Wastewater treatment facilities and collection systems are a major conditional use. The subject property
appears to be a legal, conforming use as it must have received approval for development of the sewage
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collection systems and lift stations.

General Commercial District (CG) - City of Key West
The general commercial district (CG) is established to implement comprehensive plan policies for areas
designated "CG" on the comprehensive plan future land use map. The CG district shall accommodate
general commercial uses which shall include commercial retail, highway-oriented sales and services,
other general commercial activities specified in section 122-1111 pertaining to land use by districts,
customary accessory uses, and requisite community facilities. The general commercial district shall
service the general commercial needs of residents and tourists which are not fulfilled in the historic area
mixed use districts. The area is generally located along the North Roosevelt Corridor. Single-family,
duplex and multiple-family residential activities maybe accommodated only if approved as a conditional
use pursuant to conditions and procedures identified in article III of this chapter. Height restrictions shall
ensure a more effective land use transition from adjacent and nearby single-family neighborhoods.

The CG area shall not accommodate manufacturing of goods or other activities which may generate

nuisance impacts, including glare, smoke or other air pollutants, noise, vibration, major fire hazards, or

other impacts generally associated with more intensive industrial uses. On the other hand, transient

lodging including hotels and motels, timesharing or fractional fee residential complexes or other

transient quarters may be located within the CG district if the use complies with all provisions of the

comprehensive plan and land development regulations.

Wastewater treatment facilities and collection systems appears to be a conditional use. The subject

property appears to be a legal, conforming use as it must have received approval for development of the

sewage collection systems and lift stations.

Mixed Use Planned Redevelopment/Development District (PRD) - City of Key West

The mixed use planned redevelopment/development district (PRD) is established to implement

comprehensive plan policies for areas designated "PRD" on the comprehensive plan future land use map.

The PRD district shall accommodate planned development or redevelopment of strategically located

sites for large scale development. Such development or redevelopment generates community wide

impacts and requires a regulatory framework that provides for comprehensive impact assessment as well

as flexibility in negotiating development agreements (reference F.S. § 163.3220 et seq., the Florida Local

Government Development Agreement Act) which significantlyfurther the goals, objections, and policies

of the comprehensive plan.

The PRD district regulations provide a regulatory framework for managing large scale development or

redevelopment which generates potential community wide impacts. Such large scale development and

redevelopment activities may include redevelopment of large scale shopping centers along the North

Roosevelt Corridor or the anticipated large scale residential development targeted for the municipal golf

course. A PRD designation may also be appropriate for managing potential community wide impacts

generated by redevelopment of large scale and long established mobile home developments.
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Wastewater treatment facilities and collection systems appears to be a conditional use. The subject

property appears to be a legal, conforming use as it must have received approval for development of the

sewage collection systems and lift stations.

Public and Semipublic Services District (PS) - City of Key West - City of Key West

The purpose and intent of the public and semipublic services district (PS) is to provide a management

framework for implementing comprehensive plan policies for areas located outside of Old Town which

are designated "PS" or "M" on the future land use map. All public and semipublic services developed

shall comply with the comprehensive plan, performance criteria in chapter 102; articles III, IV, V and

VII of chapter 108; section 108-956; and article II of chapter 110, as well as other applicable land

development regulations.

Development plans for sites within the PS district shall provide sufficient acreage and open space and

shall be properly screened and buffered in order to minimize potential adverse impacts on adjacent land

uses. The maximum intensity of public and semi-public institutional structures and buildings on lands

designated "PS," measured in terms of floor area ratio (FAR), shall not exceed eight-tenths (0.8),

including floor area allocated to all uses. The maximum floor area ratio for structures and buildings

accessory to principal uses recreation and open space both active and passive parks and recreation shall

be two-tenths (0.2).

Concurrency

All known current easements and supporting infrastructure have been permitted per the utility rights

granted to the owner/operator of the system; thus, does not appear to be any issues with concurrency.

UTILITIES

The subject parcels are serviced by public water, Florida Keys Aqueduct Authority (FKAA) and electric

utilities (Keys Energy Services, KES), with the private sector providing cable TV and LP bottled gas.

The property is also serviced by the subject operation, Key West Resort Utilities, a private cental sewer

utility.
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Monroe County Tax Collector

6630 Front Street, Stock Island, Monroe County, FL 33040

Parcel No. 00123600-000101 - Alternate Key 8642113

Parcel 1-3 of Subject Property (Main Sewer Treatment Plant Parcel):
Building Misc. Total Tax + Non Ad Valorem = Total Tax Tax

Year Land Imprv. Imprv. Assessment Burden Assessments Burden Millage

2011 $534,000 $85,911 $119,030 $375,000 $4,068.03 $0.00 $4,068.03 10.84810

2012 $534,000 $83,936 $113,673 $375,000 $4,124.38 $0.00 $4,124.38 10.99840

2013 $534,000 $83,936 $113,355 $375,000 $4,091.15 $0.00 $4,091.15 10.90980

2014 $534,000 $80,973 $113,036 $375,000 $3,962.53 $0.00 $3,962.53 10.56670

Monroe County Tax Collector

6755 5th Street, Stock Island, Monroe County, FL 33040

Parcel No. 00123850-000100 - Alternate Key 8648821

Parcel 4 & 5 of Subject Property (Lift Stations near Berstein Park):
Building Misc. Total Tax + Non Ad Valorem = Total Tax Tax

Year Land Imprv. Imprv. Assessment Burden Assessments Burden Millage

2011 $37,886 $0 $0 $10,708 $213.04 $0.00 $213.04 10.84810

2012 $37,886 $0 $0 $11,778 $225.09 $0.00 $225.09 10.99840

2013 $37,886 $0 $0 $12,955 $233.10 $0.00 $233.10 10.90980

2014 $36,533 $0 $0 $14,250 $231.39 $0.00 $231.39 10.56670

Total % Total Tax %

Year Assessment Change Burden Change

Totals 2011 $385,708 $4,281.07

Totals 2012 $386,778 0.3% $4,349.47 1.6%

Totals 2013 $387,955 0.3% $4,324.25 -0.6%

Totals 2014 $389,250 0.3% $4,193.92 -3.0%

Projected Real Estate Tax Analysis For 2014

$ / S.F.

Total Assessment per Sq. Ft. of Building Area: N/A

Total Assessment per Sq. Ft. of Site Area: $3.88

Total Burden per Sq. Ft. of Building Area: N/A

Total Burden per Sq. Ft. of Site Area: $0.04

REAL ESTATE TAX AND ASSESSMENT AND BURDEN

Based on the 2014 millage rate of $10.56670 per $1,000, the total 2014 assessed value is $389,250 and

the tax burden is $4,193.92 or $0.04 per square foot of the subject’s site area (including Subject Parcel

1, plus two adjoining easements and Parcels 3 & 4 (two lift station pads, adjacent to Bernstein Park).

According to the Monroe Tax Collector’s office, Subject Parcels do not have any delinquent taxes. It

does not appear that a tax appeal is feasible. It does not appear that the other subject easements have

separate property cards from the Monroe County Properly Appraiser’s records and are not presently

taxed separately by the Monroe County Tax Collector.
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DESCRIPTION OF THE SUBJECT PROPERTY

Site Analysis: The subject property of this report is the vacant land and utility easements, which are

owned by Key West Resort Utilities Corporation, a privately owned utility company that provides

wastewater service to the Key of Stock Island, Monroe County, Florida. This utility is operated under

the authority of the State of Florida Public Service Commission. The subject property consists of the

main sewage treatment facilityon Front Street, Stock Island, which encompasses three sewage treatment

plants with a current capacity of 0.499 million gallons per day (MGD) with a planned expansion to 0.849

MGD in 2015. The current site and building improvements include: drying beds, vacuum pump building,

various small electrical, mechanical shop and storage buildings, emergency generator, plus a

manufactured office unit. The subject is a special-purpose property; thus, it has a limited-market due

to its unique design, layout, and construction, which restricts its utility for the specific use as a

wastewater treatment facility. The subject operation is a substantial going-concern that encompasses

the vacuum collection system and services. In the case at hand, my appraisal includes only the subject

land (As if Vacant), per the client’s request. My appraisal report specifically excludes the collection

system, sewer treatment tanks, pumps, lift stations, plus all building and site improvements. The

valuation of the Key West Resort Utilities going-concern, intangible assets, buildings, site

improvements, and furniture, fixture, and equipment as part of the utility operation are valued within the

appraisal report prepared by Hartman Consultants, LLC.

Dimensions and the site area of the subject sewer treatment site, Parcel “A” (SP No. 1) and the adjoining

easements, Parcels “B” (SP No. 2) and “C” (SP No.3) were referenced from a survey performed by

Island Surveying, Inc., Frederick H. Hildebrandt, dated February 19, 1997, with revisions on March 24,

1997 and April 7, 1997, plus a Site Layout plan, prepared by Siemens, Water Technologies, dated July

7, 2006, plus a copy of a survey/site plan that did not indicate an author or preparation date. Any

deviations from the reported dimensions or the calculated areas, plus any further easements and/or

encroachments could result in a change in value.

According to the survey, metes and bounds legal description, the subject main sewer treatment site

consists of a quadrilateral polygon, irregular-shaped parcel encompassing 2.00 acres or 87,120 square

feet of land. The northerly boundary line is 510.80 linear feet, the westerly boundary line is 304.20

linear feet, the southerly boundary line is 234.83 linear feet, while the easterly boundary line is 240.30

linear feet. Only a small point of the parcel actually abuts Front Street. According to the survey, access

to the site is via a non-exclusive access easement, Parcel “C” (Subject Parcel 3) that extends northerly

from the subject site along the westerly side of Front Street. This easement encompasses approximately

9,038 square feet. The survey also depicts Parcel “B” (Subject Parcel 2), which is a 15 foot wide

drainage easement at the southwesterly side of the subject site. This easement encompasses

approximately 3,750 square feet. Copies of the surveys and legal descriptions are located in the Addenda

section of the attached report.
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Subject Parcel 4 (Parcel “M”) has an address of 6755 5th Street, Stock Island (Unincorporated Monroe

County) per the County Appraiser’s office and is located near the intersection of Seventh Avenue and

Fifth Street. The survey indicates that the site dimensions are 15 feet by 16.5 feet resulting in 248 square

feet. It is improved with a 66 square foot CBS pump house building. The contributory value of the

building and site improvements are not included herein.

Subject Parcel 5 (Parcel “N”) also has an address of 6755 5th Street, Stock Island (Unincorporated

Monroe County) per the County Appraiser’s office and is located near the intersection of Nine Avenue

and Fifth Street. The address is not likely accurate for this parcel. The survey indicates that the site

dimensions are 10 feet by 20 feet resulting in 200 square feet. It is improved with a 55 square foot CBS

pump house building. The contributory value of the building and site improvements are not included

herein.

Subject Parcels 6 through 10 are located within the Lincoln Gardens No. 1 and No. 2 Subdivision, Plat

Book 5, Pages 89 and 90, Stock Island (Unincorporated Monroe County), respectively. There are five

blocks (A through E), which each have 50 lots per block. The sewer easements are six feet wide and

run across the north side (or rear yard) of the 25 southerly lots on each block. The dimensions are

approximately 6 feet wide by 992 feet in length resulting in 5,952 square feet for each block. The lift

station on Block D is below ground. The contributory value of any site improvements are not included

herein.

Subject Parcels 11 through 14 are located within the Lincoln Gardens No. 2 Subdivision, Plat Book 5,

Pages 90, Stock Island (Unincorporated Monroe County). There are two adjacent blocks (F & G). Block

F has 30 lots, while Block G has 60 lots. The first sewer easement is six feet wide and runs across the

north side (or side yards) of Lot 8 and 53 of Block G. The dimensions are approximately 6 feet wide

by 92.5 feet in length per lot (total of 185 linear feet) resulting in 1,110 square feet. The second

easement is 15 feet wide and runs across the north side (or side yard) of Lot 8 of Block F. The

dimensions are approximately 15 feet wide by 92.5 feet in length resulting in 1,388 square feet. There

is a lift station within this easement. The third sewer easement is six feet wide and runs across the north

side (or side yards) of Lot 23 and 38 of Block G. The dimensions are approximately 6 feet wide by 92.5

feet in length resulting in 1,110 square feet. The second easement is 15 feet wide and runs across the

north side (or side yard) of Lot 23 of Block F. The dimensions are approximately 15 feet wide by 92.5

feet in length resulting in 1,388 square feet. There is a lift station within this easement. The contributory

value of any site improvements are not included herein.

Subject Parcel 15 has an address of 6620 Maloney Avenue, Stock Island (Unincorporated Monroe

County), part of Unit 16, Pine & Palm Trailer Park, A condominium. According to the client, the lift

station pad is10 feet by 15 feet resulting in 150 square feet. The contributory value of any building and

site improvements are not included herein.
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Subject Parcel 16 has an address of 6401 Maloney Avenue, Stock Island (Unincorporated Monroe

County) at Boyd’s Campground, a large RV resort and campground. According to the client the lift

station pad is10 feet by 15 feet resulting in 150 square feet. The contributory value of any building and

site improvements are not included herein.

Subject Parcel 17 has an address of 6401 Maloney Avenue, Stock Island (Unincorporated Monroe

County) adjacent to Roostica and the Dolphin Deli restaurants, and a laundromat part. According to the

client, the lift station pad is10 feet by 15 feet resulting in 150 square feet. The contributory value of any

building and site improvements are not included herein.

Subject Parcel 18 has an address of 5501 College Road, Key West adjacent to Monroe County

Detention Center. According to the client, the lift station pad is 20 feet by 20 feet resulting in 400 square

feet. The contributory value of any building and site improvements are not included herein.

Subject Parcel 19 has an address of 5555 College Road, Key West adjacent to Sunset Marina. According

to the client, the lift station pad is 10 feet by 15 feet resulting in 150 square feet. The contributory value

of any building and site improvements are not included herein.

Subject Parcel 20 has an address of 6450 College Road, Key West within the Key West Golf Club Home

Owner’s Association and adjacent to the maintenance structure within the planned unit development.

According to the client, the lift station pad is 15 feet by 15 feet resulting in 225 square feet. The

contributory value of any building and site improvements are not included herein.

Subject Parcel 21 has an address of 6450 College Road, Key West within the Key West Golf Club

adjacent to Hole 11, and adjacent to College Road. According to the client the lift station pad is 15 feet

by 15 feet resulting in 225 square feet. The contributory value of any building and site improvements

are not included herein.

Subject Parcel 22 has an address of 5200 College Road, Key West, adjacent to Bay Shore Manor.

Bayshore Manor is a multipurpose assisted-living facility operated by Monroe County and serves as a

residential facility for the elderly residents of Monroe County. According to the client, the lift station

pad is 15 feet by 15 feet resulting in 225 square feet. The contributory value of any building and site

improvements are not included herein.

Subject Parcels 23-26 have an address of 6450 College Road, Key West within the Key West Golf Club.

These sewer easements extend throughout the golf course. Subject Parcel 23 (Easement “A”)

encompasses 88,108 square feet or 2.02 acres. Subject Parcel 24 (Easement “B”) contains 5,814 square

feet or 0.13 acres. Subject Parcel 25 (Easement “C”) consists of 61,175 square feet or 1.40 acres.

Finally, Subject Parcel 26 (Easement “D”) is comprised of 12,994 square feet or 0.30 acres.
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To summarize, the subject property has 14 sewer easements and lift station pads or small sites in South

Stock Island, which is part of Unincorporated Monroe County. The 16 total easements (including the

two adjacent to the main plant) in South Stock Island total approximately 48,422 square feet or 1.11

acres. The sewer collection system extends across the Overseas Highway also known as U.S. Highway

No. 1 into North Stock Island. North Stock Island is within the boundaries of the City of Key West.

There are five easements for lift stations (1,225 total square feet), plus four large easements throughout

the Key West Golf course with a total of 168,091 square feet or 3.86 acres. Overall, the subject property

consists of 2 acres of an owned, fee simple industrial tract, plus 25 easement parcels that contain a total

of 5 acres. Thus, the total subject site area is 7 acres of upland.
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Future Subject Subject

Zoning Land Use Site Size (SF) Site Size (Acres)

MI MC 87,120 2.00

MI MC 3,750 0.09

MI MC 9,038 0.21

PR R 248 0.01

PR R 200 0.00

URM RH 5,952 0.14

URM RH 5,952 0.14

URM RH 5,952 0.14

URM RH 5,952 0.14

URM RH 5,952 0.14

URM RH 1,110 0.03

URM RH 1,388 0.03

URM RH 1,110 0.03

URM RH 1,388 0.03

URM RH 150 0.00

RV MC 150 0.00

MU MC 150 0.00

PS PS 400 0.01

CG CG 150 0.00

PRD MDR 225 0.01

PRD MDR 225 0.01

PS PS 225 0.01

PRD MDR 88,108 2.02

PRD MDR 5,814 0.13

PRD MDR 61,175 1.40

PRD MDR 12,994 0.30

304,878 7.00

87,120 2.00

217,758 5.00

Subject

Parcel Nos. Location Key Parcel Description

1 6630 Front Street Stock Island "A" KWRU STP Main Site

2 6630 Front Street Stock Island "B" Drainage Easement (Rear)

3 6630 Front Street Stock Island "C" Non-Exclusive Access Easement (Fronts on Street)

4 7th Ave. & Fifth St. Stock Island "M" Utility Easement: Lift Station (Fronts on Street)

5 9th Ave. & Fifth St. Stock Island "N" Utility Easement: Lift Station

6 Blk A Lincoln Gardens Stock Island Block "A" Utility Sewer Easement (Rear)

7 Blk B Lincoln Gardens Stock Island Block "B" Utility Sewer Easement (Rear)

8 Blk C Lincoln Gardens Stock Island Block "C" Utility Sewer Easement (Rear)

9 Blk D Lincoln Gardens Stock Island Block "D" Utility Sewer Easement (Rear)

10 Blk E Lincoln Gardens Stock Island Block "E" Utility Sewer Easement (Rear)

11 Blk G, Lots 8 & 53 Lincoln Gardens Stock Island Block "G", Lots 8 & 53 Utility Sewer Easement (Side Yard)

12 Blk F, Lot 8 Lincoln Gardens Stock Island Block "F", Lot 8 Utility Sewer Easement (Side Yard)

13 Blk G, Lots 23 & 38 Lincoln Gardens Stock Island Block "G", Lots 23 & 38 Utility Sewer Easement (Side Yard)

14 Blk F, Lot 23 Lincoln Gardens Stock Island Block "F", Lot 23 Utility Sewer Easement (Side Yard)

15 Lift Station Pines & Palms Sub. Stock Island Pine & Palm Utility Easement: Lift Station

16 Lift Station Boyd's Campground Stock Island Boyd's Campground Utility Easement: Lift Station

17 Lift Station Dolphin Deli Stock Island Dolphin Deli (Mongelli) Utility Easement: Lift Station

18 Lift Station MC Detention Center Stock Island Detention Center Utility Easement: Lift Station

19 Lift Station Sunset Marina Stock Island Sunset Marina Utility Easement: Lift Station

20 Lift Station KWGC HOA Stock Island KWGC HOA Utility Easement: Lift Station

21 Lift Station KWGC Stock Island KWGC Utility Easement: Lift Station

22 Lift Station Bayshore Manor Stock Island Bayshore Manor Utility Easement: Lift Station

23 KWGC Easement "A" Stock Island KWGC Utility Sewer Easement

24 KWGC Easement "B" Stock Island KWGC Utility Sewer Easement

25 KWGC Easement "C" Stock Island KWGC Utility Sewer Easement

26 KWGC Easement "D" Stock Island KWGC Utility Sewer Easement

Totals:

Total Fee Simple:

Total Easements:

Summary of Subject Parcels

A summary of the 26 parcels is as follows.

A location map of the subject parcels and the approximate distance of the easements to the main sewer

treatment plant facility is as follows.
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LOCATION MAP
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Topography: Although no soil engineering report was made available to appraiser, it appears that the

subject parcels and most of the properties in the immediate neighborhood show no signs of any

subsurface instability. The subject sites are generally level and slightly above grade, with adequate

drainage. A geographical survey was not provided by the client.

Census Tract: According to the preliminary Monroe County 2010 Census Maps, the subject parcels on

North Stock Island with the City of Key West’s city limits are located in Census Tract Number 9719,

while the subject parcels on South Stock Island with Unincorporated Monroe County are located in

Census Tract Number 9718.

Flood Zone: The subject parcels are located in Flood Zone Areas AE, Elevations 8 or 9 feet, as defined

bythe Federal EmergencyManagement Agency, Flood Insurance Rate Maps of Monroe County, Florida,

Map Number 12087C1528K, dated February 18, 2005. Monroe County participates in a National Flood

Insurance Program and is covered by a regular program. An elevation certificate was not provided for

the subject parcels.

Environmental Factors: An environmental screening, audit or site assessment report was not made

available for the subject parcels. In this appraisal assignment, the existence of potentially hazardous

material used in the construction or maintenance of the properties, such as the presence of radon,

asbestos insulation polychlorinated biphenyl, petroleum leakage, chemical additives, and existence of

toxic waste, which may or may not be present on the property, has not been considered. The appraiser

is not qualified to detect such substances. The main sewer treatment plant parcel includes an above

ground, 230 gallon fuel (diesel) storage tank within a CBS containment area. Furthermore, it is a large

wastewater treatment facility with a large collection system. I have assumed that the subject parcels do

not have any environmental concerns requiring clean-up or remediation.

ADA Compliance: The Americans with Disabilities Act ("ADA") became effective January 26, 1992.

The appraiser has not made a specific survey or analysis of this property to determine whether or not it

is in conformity with the various detailed requirements of the ADA. It is possible that a compliance

survey of the property, together with a detailed analysis of the requirements of the ADA, could reveal

that the property is not in compliance with one or more of the requirements of the Act. If so, this fact

could have a negative effect upon the value of the property.
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HIGHEST AND BEST USE

In the Dictionary of Real Estate Appraisal, Fifth Addition (2010), Highest and Best Us is Defined as:

"The reasonably probable and legal use of vacant land or an improved property, which is physically

possible, appropriately supported , financially feasible, and that results in the highest value "

The four specific criteria that must be met for highest and best use are:

Physical Possibility-that is the physically possible use or uses for the site.

Legal Permissibility-that is the uses legally permitted typically by zoning.

Financial Feasibility-that is the probable and permissible uses, either singly or with multiple uses, that

will produce a net return to the site.

Maximum Productivity-that is the use or uses that will offer the highest return.

"The definition immediately above applies specifically to the highest and best use of the land. It is to be

recognized that in a case where a site has existing improvements on it, the highest and best use may very

well be determined to be different from the existing use. The existing use will continue, however, unless

and until land value at its highest and best use exceeds the total value of the property in its existing use.

Implied within these definitions is recognition of the contribution that a specific use to a community

environment or to community development goals provides in addition to wealth maximization of

individual property owners. Also implied is that the determination of highest and best use results from

the appraiser's judgment and analytical skill, i.e., that the use determined represents an opinion, not a fact

to be found. In appraisal practice, the concept of highest and best use represents the premise upon which

value is based. In the context of most probable selling price (market value) another appropriate term to

reflect highest and best use would be most probable use. In the context of investment value an alternative

term would be "most profitable use."

The Highest and Best Use of the land as if vacant and available for use may be different from the Highest

and Best Use of the improved property. This is true when the improvements do not constitute an

appropriate use. The existing use will continue unless and until land value in its Highest and Best Use

exceeds the sum value of the entire property in its existing use and the cost to remove the improvements.

Since the appraisal of the subject property is based on a particular premise of use, the Highest and Best

Use analysis determines just what this premise of use should be. A Highest and Best Use analysis

consists of considering the Highest and Best Use of a property under two assumptions: (1) with a vacant

Appraisal Company of Key West Page 34



An Appraisal Report Key West Resort Utilities, Stock Island, FL

and available site and (2) with the property as improved. These two assumptions on Highest and Best

Use are correlated into one final estimate of Highest and Best Use. In the case at hand, I am appraising

the subject property overall, As If Vacant, per the client’s request. The smaller light station easements,

plus sewer collection easements are ideally situated as such, but would need to be combined with

adjoining parcels to offer greater utility for commercial or residential development.

Possible Use - The physical aspects of the land impose the first constraints on any possible use of the

property. The main sewer treatment site is slightly irregular in shape; however, it does have adequate

access, especially considering the access easement along Front Street. Based on the site size and layout,

various land uses are possible. The smaller lift station and narrow easements would have to be

incorporated with the parent or adjacent parcels for commercial and/or residential redevelopment.

However, these easements are absolutely necessary for the residential subdivisions, commercial and

public uses, especially the Key West Golfcourse, which could not operate without the reuse water. The

These existing features of development support the physically possible and desirable development of

a utility for sewer and water service, which offers proof of the subject's easements and owned parcels

for this desirable, physically possible, special use that provides connectivity to the customers and the

suppliers of reuse water and sewage treatment.

Legally Permissible Use - The subject wastewater treatment plant and sewage collection system services

the Stock Island community. The parcels are located within various zoning districts in Unincorporated

Monroe County in South Stock Island and the City of Key West in North Stock Island. Wastewater

utilities are a conditional to major conditional use in the various zoning districts. The subject use is

legally permissible, but would have to go through the planning board and city/county board of

commissioners approval process, in addition to environmental approval process. The extensive list of

permitted uses, conditional uses, density, intensity, and dimensional regulations within the various

zoning districts have been retained in the work file.

Feasible Use - Vacant land in the Stock Island market area is in great demand with a recent rebound in

values, as this Key is mostly built-up. The current use of the land is basically a monopoly as there is not

a competing wastewater provider in Stock Island. Sewer Utilities are generally low risk due to a captive

customer base and reliable income stream. The collection system costs and upgrades should be recovered

by customer charges, although price increases must pass public service commission review and

approvals. As a result, it is financially feasible.

Maximally Productive/Most Profitable Use:

Given the assemblage factor of the main parcel and various sewer easements, development of a

wastewater utility with a main sewage treatment plant and a collection system spanning all of Stock

Island is the Highest and Best Use of the subject parcels, as if vacant. The main parcel is one of the few

industrial zoned tracts in the Lower Keys. The utility is vital to the commercial and residential uses in

Stock Island and continued operation of the Key West Golf Course would not be possible with the
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availability of the substantial reuse water supply. Alternative sewage treatment connections are not

available to the 4,200 customer base; thus, the subject operation is a viable monopoly with stable

demand to keep the system operational. The collection system is efficient and no other use can

reasonably compete with the special character and function of the easements in providing connectivity

with the customer base and the main plant. The easements vary in size for the various pump and lift

station platforms, but their overall function and utility are vital. There appears to be no alternative

routing for the subject easements that would prove to be a more efficient for the current, privately

owned, utility.

Legal Restrictions: Easement descriptions, except for the small lift station sites are available, and have

been utilized to determine the size and shape of the easements as applied to their value and function. The

subject is a privately owned utility, which is subject to county, state and federal laws with specific

requirements for performance. The subject is a monopoly for a single purpose use.

APPRAISAL DEVELOPMENT AND REPORTING PROCESS

SCOPE OF WORK

The scope of the appraisal is to appraise the fee simple interest in the main sewer treatment plant site,

as well as, the easements owned by the Key West Resort Utility, Corporation, a privately operated

wastewater utility. The subject is a special-purpose property; thus, it has a limited-market due to its

unique design, layout, and construction, which restricts its utility for the specific use as a wastewater

treatment facility. The subject operation is a substantial going-concern that encompasses the vacuum

collection system and services. In the case at hand, my appraisal includes only the subject land (As if

Vacant), per the client’s request. This report specificallyexcludes the collection system, sewer treatment

tanks, pumps, lift stations, plus all building and site improvements. The valuation of the Key West

Resort Utilities going-concern, intangible assets, buildings, site improvements, and furniture, fixture,

and equipment as part of the utility operation are valued within the appraisal report prepared by Hartman

Consultants, LLC. This multi-parcel appraisal report is a supplement to the overall valuation of the

whole utility prepared by Hartman Consultants, LLC.

There are three typical approaches to value to consider in each appraisal assignment. The three

traditional approaches to value are the Cost Approach, the Direct Sales Comparison Approach and the

Income (Direct Capitalization and/or Discounted Cash Flow) Approach. The three approaches to value

are not always applicable to the assignment; however, the three approaches to value are always

considered.

All appraisals begin by identifying the subject property (property to be appraised) and the appraisal

problem. Data relevant to the subject property is obtained from various sources including but not limited

to: the Monroe County Tax Appraiser’s Office, surveys, building plans and specifications and the
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property owner. If possible, more than one source is utilized to confirm information. Improvements,

if applicable, are inspected and measured by the appraisers. If and when building plans or sketches are

made available, the measurements are verified for accuracy. Land size is based on recorded plat maps,

Monroe County public records, legal descriptions or surveys (when available). The local geographical

market was researched and analyzed.

The appraiser describes the building improvements in detail, if applicable; these descriptions are based

on a physical inspection and/or plans and specifications. The appraiser is not a contractor nor structural

engineer; therefore, structure soundness or damage cannot be warranted. The appraiser will note any

apparent or potential problems such as deferred maintenance, water damage or spalding. In the case at

hand, my assignment is to value the land only, as the site and building improvements, plus furniture,

fixtures, equipment and the intangible assets of the whole wastewater utility are being appraised by

Hartman Consultants, LLC.

The Cost Approach consists of combining the estimated value of the land, based on comparable sales,

with the depreciated value of the improvements. The vacant land sales are always inspected. The cost

of the improvements is estimated by utilizing a cost service, Marshall and Swift, plus knowledge of costs

to construct obtained from local contractors.

If applicable, exterior site visits of the comparable improved sales are always made; interior walk-

through visits are made when possible. Sales prices for the comparable sales are obtained from the

public records. Prices are customarily confirmed with a party to the transaction, i.e., buyer, seller,

closing agent/attorney, or real estate agent. The public records are researched for mortgage terms and

information.

The comparable sales are researched utilizing First America Real Estate Solution and Realist.com,

(FARES), Rapattoni and LoopNet.com are computerized MLS (Multiple Listing System). All sources

use data from the Monroe County Property Appraiser’s Office, as well as, from the public records. The

data is verified and compiled into sale sheets located within this report. Additional data sources include:

newspaper clippings and the National Multiple Listing Service. Real estate agents in the market area

are interviewed for the most current information on sales and listings. All of the information is analyzed

in preparing the report and is utilized in supporting the indicated value.

The reader of the appraisal should be made aware that the valuation contained herein is based on a

specific date. The value estimated on the specified valuation date will likely differ from the value one,

two or three years in the future or in the past. The reader is advised to review the Assumptions and

Limiting Conditions in Section, as well as, the Certificate of Value.

Finally, the three indicated values developed by the approaches, are reconciled to produce the final esti-

mate of value. A brief description of each of the approaches to value follows:
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THE COST APPROACH

The Cost Approach is determined by taking the value of the land and adding to it the depreciated value

of the present improvements. A separate land analysis is done to determine the value of the land. This

approach is based on the Principle of Substitution, which states that a purchaser will not pay more for

an existing property than the cost to reproduce it, in a similar area, assuming that it could be reproduced

without delay.

The Cost Approach is a method in which the value of a property is derived from creating a substitute

property with the same utility as the subject property. In the Cost Approach, the appraiser must estimate

the market value of the subject site as if vacant, by using the Sales Comparison Approach, then estimate

the reproduction or replacement cost new of the improvements. Depreciation from all sources is

estimated and subtracted in this appraisal from replacement cost new of the improvements. The

depreciated replacement cost of all improvements is then added to the estimated site value with the

results being an indicated value by the Cost Approach,

In the case at hand, the Cost Approach was considered, but deemed not applicable as the buildings and

site improvements are not included in my appraisal assignment, as the fair market value of the total

assets of the Key West Resort Corporation is included in the whole utility appraisal prepared by Hartman

Consultants, LLC.

THE INCOME APPROACH:

The Income Approach to value presumes that no prudent buyer will pay more for the subject property

than the capitalized rental value attainable through ownership of the property. The buyer will only be

willing to pay the present value of what he considers those future benefits to be. This approach is

considered to be the strongest indicator of current fair market value when the property is purchased as

an income-producing property having a reliable historical cash flow. The subject was built and has

historically been utilized as an owner-user property.

Market rents for easements that serve the public interest, health, safety, and welfare are limited to

non-existent, especially easements for the a special purpose, such as wastewater infrastructure and

collection system. Therefore, the Income Approach was considered, but deemed not applicable in the

case at hand. Per the client’s request, my assignment is to appraise the subject parcels, “as if vacant”;

thus, estimate the land value only.

THE SALES COMPARISON APPROACH

This approach is also based on the Principle of Substitution. When applied, it states that when similar

(comparable) properties in similar locations are adjusted for any dissimilarities, the value from these

comparable properties can indicate an estimate of value. There have been no recent sales proximate to
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the subject of waste water treatment facilities of only the real property. The sewage treatment plant that

services Key Haven was sold to Florida Keys Aqueduct Authority for over $2 million; however this

transfer also considered the business value of going-concern of the private utility. A nominal amount

was recorded for the plant and site. However, there has been an active market for commercial land sales

within the Stock Island market area.

The valuation of vacant land is usually best achieved by the Sales Comparison Approach. The

application of this approach produces a value estimate for land and easements by comparing them with

similar properties that have recently sold or granted easements for a given price, in the same or

competitive neighborhoods with similar uses. Typically, the appropriate unit of measure or comparison

is the sales price per square foot or acre. The reliability of this valuation data is dependent upon the

comparability of each land sale to the subject, market conditions at the time of sale, and conditions of

sale (concessions/entitlements, etc.). Fortunately, there is a significant amount of commercial land sales

data in the Stock Island market, along with a large amount of Right-of-Waysales, plus acquisitions made

in the Upper Keys for connection to a central wastewater treatment facility.

Conclusion:

In the case at hand, the Sales Comparison Approach is believed to be the most reliable, accurate,

sufficient, and credible method of valuing the subject fee simple land value and easements. The Cost

Approach does not apply as the building and site improvements are not included in this valuation. The

Income Approach would more readily apply to the property as a whole (value of the total assets, both

tangible and intangible of the utility). As a result, the Sales Comparison Approach is as follows.
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THE SALES COMPARISON APPROACH

This approach to value is based upon the principal of substitution; that is, when a property is placed in

the market, its value tends to be set at the cost of acquiring an equally desirable substitute property,

assuming no costly delays in making the substitution. These sales are analyzed and compared to the

subject property. The Sales Comparison Approach bases its value indication on recent sales that are

pertinent to the value of the subject property. From these comparable sales, the appraiser must extract

meaningful "common denominators" to be applied to the subject building. Typically, the sale price per

square foot of the land area, and the overall sale price are the most common denominators used in

estimating the value of the properties similar to the subject.

Market Data Analysis:

A thorough search was conducted for commercial vacant land sales in the subject’s market area.

Extensive research has indicated recent, reliable commercial land sales. The subject property (main

sewer treatment plant and sewer utility easements) is proposed to be purchased by Florida Keys

Aqueduct Authority (FKAA). I have also analyzed right-of-way sales with limited utility, purchased by

mostlyprivate adjacent land owners, plus commercial land sales in the Upper Keys, which were acquired

for the new sewer collection system in Islamorada. Furthermore, I researched sales of small sites of

excess land in the Key West Golf Club planned unit development.

Land Valuation of Subject Property Main Site (Subject Parcel No. 1):

A thorough search was conducted for recent sales of similarly zoned land in the Stock Island market

area. I have utilized available land sales within the subject property’s market area and within similar

zoning districts. The comparable sales in the subject's immediate area available for analysis are reported.

I feel these sales provide the best available indication of site value. Since the subject main tract is a large

light industrial use. Due to the lack of recent dry, Maritime Industries zoned vacant parcels, I have also

researched sales within the MU, mixed-use and I , Industrial zoning districts.
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Commercial Land Comparable Sales
Total Less Less Land Upland Upland Adjusted Adjusted

Comp. Sale Sales ROGO Improv. Price Size Water Size Price/SF of Price/Acre of

No. Adress/Key Date Price Adj. Adj. Adj'd Sq. Ft. Front Acres Land Area Land Area Zoning

1 5948 Peninsular Avenue, Stock Island Pending $2,000,000 $0 $0 $2,000,000 23,451 1 0.54 $85.28 $3,703,704 MU

2 6500 Front Street, Stock Island 08/21/14 $2,400,000 $0 -$80,000 $2,320,000 131,600 1 3.02 $17.63 $768,212 MI

3 6840 Front Street, Stock Island 05/27/14 $3,000,000 $0 -$500,000 $2,500,000 40,657 1 0.93 $61.49 $2,688,172 MI

4 5610 Overseas Highway, Stock Island 03/07/14 $2,300,000 $0 $0 $2,300,000 109,341 0 2.51 $21.04 $916,335 UC

5 5950 Peninsular Avenue, Stock Island 06/13/13 $4,750,000 -$1,280,000 -$75,000 $3,395,000 349,351 1 8.02 $9.72 $423,317 MU

6 5655 MacDonald Avenue, Stock Island 09/30/11 $650,000 -$110,000 $0 $540,000 25,000 0 0.57 $21.60 $947,368 MU

Subj. 6630 Front Street, Stock Island NA NA NA NA 87,120 0.75 2.00 NA NA MI

Valuation Date: 11/18/2014 Mean 113,233 2.60 $36.13 $1,574,518

Median 74,999 1.72 $21.32 $931,852

Minimum 23,451 0.54 $9.72 $423,317

Maximum 349,351 8.02 $85.28 $3,703,704
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COMPARABLE SALES MAP
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Discussion of Improved Commercial Property Land Sales:

Each of the comparable sales was analyzed in order to make comparisons to the subject property. Each

of the sales is discussed below:

Land Sale No. 1 - 5948 Peninsular Avenue, Stock Island, Alternate Key Nos. 1160407, 1160415,

1160423: This is the pending sale (closing mid-December) of the old Hickory House property from

Monroe County to well known Florida Keys developer, Pritam Singh. The purchase price is $2 million.

The sale will be cash to seller and is an arm’s length transaction. Mr. Singh is redeveloping the adjacent

Oceanside Marina property. Monroe County has requested proposals or bids for purchase numerous

times with a small pool of bidders due to its limited access and exposure from Maloney Avenue. The

zoning is MU, Mixed Use with a future land use of MC, Mixed Commercial use. The pending

transaction was verified with the seller and buyer. This parcel has been appraised by my office in the

past.

A survey, performed by Frederick H. Hildebrandt, dated November 17, 1997, updated March 9, 1999,

indicated that this parcel contains a total of 23,451 square feet of upland land area. The irregular-shaped

waterfront site is comprised of three contiguous lots, Lot s30, 31 and the Westerly one-half of Lot 32,

Block 46, Stock Island Maloney Subdivision, Plat Book 1, Page 55. The subject site fronts

approximately 125.0 feet along a private driveway on the property’s easterly boundary and extending

approximately 165.0+ feet along the northerly side of Peninsular Avenue. The property’s westerly

boundary appears to meander approximately 150 feet along a deep water channel that has direct Atlantic

Ocean access.

The property is improved with a 2,965 square foot, one-story wood-frame 155 seat restaurant structure,

a one-story, 324 square foot, CBS/masonry Storage building (formerly a fish house), a 747 square foot

one-story wood-frame structure used as office/storage and a 485 square foot one and one-half story

structure used for storage with a three-fixture restroom on the second level. The property contains a total

gross building area of 4,521 square feet, plus approximately 1,020 square feet of patio/decking, used for

dining which was built in 1958, per public records. According to the Monroe County Tax Assessors

records, the structures were built in 1958. However, the property has been vacant for about eight years

and is in disrepair. The property was originally purchased for public water access and park, but with the

onset of the recession, budget concerns, and the limited access of the property, Monroe County decide

to sell the property. Monroe County purchased the property for $3,125,000 at the height of the market

November 28,2006. Mr. Singh has indicated that the buildings and site improvements have no

contributory value to him.
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Land Sale No. 2 - 6500 Front Street, Stock Island, Alternate Key No. 8630166: This is the recent

sale of a large vacant commercial waterfront tract containing 134,600 square feet or 3.09 acres of upland

area, plus 1.61 acres of submerged land. This comparable is an extremely irregularly-shaped lot known

as the “Boot” due to its unusual shape. This property has limited access from Front Street but wraps

around the westerly portion of the subject site and has extensive water frontage along Safe Harbor. The

property has historically been utilized for commercial fishing with a large amount of dockage and trap

storage on the upland. This property has a minimal amount of building area, 1,186 square feet. The

contributory value of the building improvements were estimated at $80,000. This nominal amount was

deducted in order to arrive at the extracted land value. The site area and building area is as reported from

the Monroe County Tax Appraiser’s records.

This property recently sold for $2.4 million and closed on August 21, 2014. This sales was arm’s length

with cash to the seller and conventional institutional financing. The grantors/sellers were Joseph R.

Rackman and Jeffrey W. Bolotin, as Trustees of the Island Trust Agreement, dated March 10, 1989 to

the grantee/buyer, Safe Harbor Seafood, LLC (Ricardo Diaz, Managing Member). The zoning is MI,

Maritime Industries with a future land use of MC, Mixed Commercial use. The transaction was verified

with the closing agent. This land sale has a 50-year restriction that the property shall be exclusively used

as a working marina and the upland can not be redeveloped with non-water-dependent commercial

activities, including hotels, motels or transient uses. The dockage can not be used as live-aboards or

transiently. After 10 years, an application for non-Traditional Working Waterfront Uses may be applied

for with the County. As a result, the redevelopment potential of this property is restricted and it appears

to be reflective in the sales price.
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Land Sale No. 3 - 6840 Front Street, Stock Island, Alternate Key Nos. 1157651: This is the recent

transaction/agreement of a deep water access commercial property a few blocks southerly from the

subject property. This property recently sold for $3 million and it closed on May 27, 2014. This sale was

an arm’s length transaction with cash to the seller and private financing. Conventional financing will

eventually replace the private financing. The subject was bank-owned at the time of sale, Special

Acquisitions VIII, Inc. (Capital Bank). The property was part of a large scale $200 million plus

redevelopment of properties bordering Safe Harbor. Due to the recession and very high assemblage

prices, the project stalled and foreclosures took place. This property was on the market for 392 days.

The buyer was 6840 Marina, LLC (Joe O’Connell and Noah Singh, managing members). The zoning

is MI, Maritime Industries a future land use of MC, Mixed Commercial use. The transaction was

verified with the buyers and listing agent. This property has been appraised by my office prior to the

transaction on numerous occasions. Based on a detailed inspection, the estimated contributory value of

the building improvements ($500,000) was deducted from the sales price ($3 million) in order to arrive

at the extracted land value ($2.5 million) for this comparable.

This comparable consists of a commercial marina fishing use property, plus ownership of the adjacent

bay bottom or submerged land. The upland portion of the property contains approximately 40,657

square feet or 0.93 acres. The submerged land portion of the property contains approximately 211,266

square feet or 4.85 acres. The upland area of the property is improved with a one-story CBS/masonry

building containing 5,103 square feet of gross building area, which is utilized as an office,

fish/crustacean processing and packing facility, walk-in cooler/freezer and storage area, plus a small

retail fish market and second level recently finished office space. The site is also improved with a

concrete pier that extends approximately 75 feet into the boat basin. The buyer is presently building-out

office and retail space, and eventually a restaurant in the existing building. The submerged land will

likely be developed with a mid-size marina, but with large slips in the future.
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Land Sale No. 4 - 5610 Overseas Highway, Stock Island, Alternate Key No. 1158224: This is the

recent sale of a large vacant commercial tract containing 109,341 square feet or 2.51 acres. This

comparable is an irregularly-shaped lot with 506.76 linear feet along the southerly side of the Overseas

Highway, aka, US Highway, No. 1 and extending southerly with 170.63 feet of frontage along the

easterly side of 3rd Street. This property was bordered by 2nd Street; however, this block of 2nd Street

(202 to 210 linear feet in length) was abandoned by Monroe County and split between this property and

Murray Marine, which is adjacent easterly. This property was recently sold by Keys Federal Credit

Union. They initially purchased the property to develop a central bank office with drive-through.

However, the recession and change in management led to leasing another property. As a result, this

property was sold to CVS. Construction of the new CVS was just completed. This property sold for

$2.3 million and it closed on March 7, 2014 after being listed for a few years and then awaiting for

County approvals while under contract. This sales was arm’s length with cash to the seller and no

financing noted, all cash. The zoning is UC, Urban Commercial with a future land use of MC, Mixed

Commercial use. The transaction was verified with the listing broker and seller. Furthermore, this

parcel was appraised by my office on numerous occasions, along with the adjacent right-of-way that was

purchased by Keys Federal Credit Union and incorporated into the parent tract. This land sale has no
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residential ROGO development, but it did have nonresidential (commercial) floor area ROGO

redevelopment rights. These rights were not considered to be significantly valuable at the time of sale,

due to the site size and zoning.

Land Sale No. 5 - 5950 Peninsular Avenue, Stock Island, Alternate Key No. 1161624: This is

commonly known as the Oceanside Marina, the former developer changed the name to King’s Pointe

Marina for two to three years. The overall property encompasses 10.13 acres of upland and 9.971 acres

of submerged land, resulting in a gross acreage of 19.84. The prior developer, Mr. Doug Walker

purchased the property in 1993 from the lender who foreclosed on the property. Subsequently, in the

mid to late 90s the marina was converted to a dockominium and the individual slips were sold at a rapid

pace. Subsequently, a residential condominium project was developed and sold-out. Finally, a 52-unit

dry barn was built and sold-out as a rackominium. In 2004, 8.02 acres of upland which was improved

with 50,805 square feet of gross building (not including rackominium), plus 6.45 acres of submerged

land was sold to the Keys Caribbean/Cortex development group, who had plans for redevelopment of

upland with a new boat barn, 32 luxury townhomes, plus 8 new 70 foot wet slips. In addition, the marina

front restaurant was converted to a private club, which closed after one year. The redevelopment never

transpired due to the recession and housing slump. The lender finally took the property back over a year

ago. There was little management and capital expenditures for a three to four year period.

The property was bank-owned at the time of sale by Atlas FL SPE, LLC (BB&T). This property was on

the market for 205 days. The buyer was Oceanside Investors, LLC (Pritam Singh, managing member).

The zoning is MC, Mixed Use with a future land use of MC, Mixed Commercial use. The transaction

was verified with the listing broker, buyer and seller. This property has been appraised by my office prior

to the transaction on numerous occasions.

The buyer is now redeveloping the property with 78 new, market rate dwelling units (vacation rentals),

17 new hotel rooms and a new restaurant with up to 150 seats. Mobile home parks have been purchased
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in the Lower Keys in order to transfer ROGOs (transferrable redevelopment rights to this property). A

number of adjustments need to be made to the sales price resulting in the extracted land value.

According to the buyer, the existing marina buildings do not have any contributory value, the fuel dock

and ship store were under performing and in disrepair. Even the Sailfish Club (private club or

restaurant/bar) will be donated and moved to another location. As a result, the value (at the time of sale)

of the ROGO, existing transient entitlements were deducted at 32 units times $40,000 per unit, plus the

value of the five rackominium units (dry boat storage slots) at $15,000 per unit was also deducted

resulting in the adjusted sales price or extracted land value of $3,395,000. This comparable sets the

lower limit of value due to its being a distressed and the timing of the purchase.

Land Sale No. 6-5655 MacDonald Avenue, Alternate Key No. 1158585: This land sale consists of

four contiguous, vacant, scarified lots fronting on the northerlyside of MacDonald Avenue. The property

contains a total of 25,000 square feet with 200 feet of street frontage on MacDonald Avenue. The

property was is not encumbered by any leases. This property sold for $650,000 and it closed on

September 30,2011. This sale was an arm’s length transaction with cash to the seller and no financing

noted, all cash. Monroe County purchased this property from 5671 MacDonald, LLC, R & S of Key

West, Inc., and H-Try, LLC in order to build a new fire station. Construction of the new fire station has

been recently completed. The zoning is MU, Mixed Use with a future land use of MC, Mixed

Commercial use. The transaction was verified with the seller and buyer. Furthermore, this parcel was

appraised by my office multiple times, along with the adjacent right-of-way that was purchased by

Monroe County and incorporated into the parent tract. An approximate 62.5 square foot portion was

subsequently deeded to an adjacent land owner. After the sale, a portion of MacDonald Avenue was

abandoned by Monroe County and an adjacent right-of-way owned by a private land owner was also

purchased and assembled.
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Per a letter from Mr. Townsley Schwab, Monroe County Director of Planning and Environmental

Resources, dated December 17, 2010, confirms the pro-rated development rights for Lots 13-15, Block

31 of MaloneySubdivision based on a prior Pre-application Meeting Letter Of Understanding (PMLOU)

for Lots 9, 12, 13-16, 19 and 20, Block 31, dated November 10, 2004. Per Mr. Schwab, Lots 13-15 have

the pro-rated entitlements of 3 ROGO exemptions per lot and 688.5 square feet of NROGO exemption

per lot. Thus, these three lots have entitlements for a total of 9 ROGOs and 2,065 square feet of NROGO

exemptions. According to the prior PMLOU, Lot 12 has 2 ROGO exemptions. Therefore, the total

entitlements are 11 ROGOs and 2,065 square feet of NROGO exemptions; thereby, superior in

development rights to the subject property. For purposes of comparison to the subject property, the value

of the 11 ROGOs was deducted from the sale price at $10,000 per ROGO or $110,000, which was

reasonable at the time of sale. The estimated value of ROGOs has increased significantly as the

residential market has rebounded since 2011.

Value Conclusion for the Subject Main Site:

Each of the comparable sales was also analyzed based on the following factors to make comparisons to

the subject property. The architecture of Stock Island has developed in a unique and individual manner.

I have analyzed six comparable sales less than one mile from the subject property in Stock Island. Each

sale is considered generally similar to the subject in location within the commercial market area, though

some are superior in water frontage. However, adjustments are required for individual physical

characteristics which typically affect value. Each characteristic is detailed below with an explanation

of adjustments which were made to the comparable sales.

Market Conditions:

Pending Sale No. 1 is scheduled to close in mid-December, while Sale Nos 2 through 4 closed in 2014.

Sale 5 closed in mid-2013. Sale 6 closed in September 2011. It appears that the commercial real estate

market in the Lower Keys and Key West “hit bottom” towards the end of 2011. There has definitely

been an upswing in market activity in 2013 and 2014. Since all of the sales are considered recent and

post recession, no adjustment for changes (depreciation or appreciation) in market (time) conditions are
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warranted in this analysis.

Financing/Condition of Sale:

All of the comparable sales were considered cash equivalent, either cash or owner financing at market

rates. Thus, none of the comparables required adjustment for financing. All the sales were arm’s length

transactions, hence, no adjustments were required for conditions of sale. Sale Nos. 3 and 5 were bank-

owned at the time sale; however, they were marketed for a lengthy period of time. No positive

adjustments were warranted.

Site Size:

There is a fairly wide range of upland land area for the comparable sales. Typically site area has an

inverse relationship to the price per square foot. The differences of the comparable site areas and the

sizes influence on the overall price is analyzed within my regression analysis model.

Waterfront/Water Views:

The subject property is a dry tract, but located about 70 to 90 feet easterly from Safe Harbor; however,

it does have prime water views of Safe Harbor to the south and west. The neighboring “Boot” property

wraps around the subject property along the water. Redevelopment of the adjacent property is severely

limited to working waterfront and commercial fishing. Furthermore, the strip along the waterfront is not

large in depth and the set backs from the waterfront and the subject property would really restrict large

significant development. Thus, it is anticipated that the subject’s views will be preserved. The subject’s

location is superior to non waterfront to typical dry commercial and industrial land. The views and

locations are considered in the ranking of the regression model.

Zoning/Development Rights:

The subject is zoned MI, Maritime Industries, due to its proximity to the working waterfront and the

future land use is Mixed Commercial. Comparables 2 and 3 are located in the same zoning district. All

of the other comparables are located in generally similar zoning districts and the future land uses are the

same. As a result, no adjustments were warranted.

Each of the comparable sales was analyzed and researched with comparable units of measure considered.

In order to eliminate some of the disparities, I analyzed the comparable sales based on a multiple

regression analysis model and found a very reliable correlation between the site size (SF) and water

frontage/views of each comparable used herein.

The x-variables, two independent variables, are the site size (square feet) and the comparables location

within the market area. The y-variable, dependent variable, is the comparable’s adjusted sale price. This

data population sample of the comparable sales indicates a tight correlation which is measured by the

R2 of the data set. In the case at hand, a correlation of +0.73 was indicated. Correlations near 1.0 are
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Subject No./Coefficients $1,114,561.73

Site Area (SF) 1 Waterfront2

Parcel 1 - Xn 87,120 0.75

Bn $4.55 $819,564.03

Summary of Land Valuation

Estimated Site Site Site Site

Subject Property Value (Rnd.) Size S.F. Size Acre $ / S.F. $ / Acre

6630 Front Street $2,130,000 87,120 2.00 $24.45 $1,065,000

considered most reliable; therefore, the subject’s correlation is considered reliable, and the population

sample appears appropriate in myvaluation model and can be considered credible in the units of measure

for the subject property.

“As Is “ Land Value Analysis of the Subject Main Site :

The computer analysis of this model indicated the following value for the subject property:

In equation form, the regression model looks like this:

Y = (X1 X B1) + (X2 X B2) + Intercept

Subject Parcel:

Y = (87,120 x $4.55) + (0.75 x $819,564.03) + ($1,114,561.73) = $2,125,631

Indicated Land Value of the Subject Parcel No. 1 in Fee Simple Estate by the Sales Comparison

Approach, via the Multiple Regression Method, as of November 18, 2014 (Rnd): . . . $2,130,000

Correlation and Conclusion:

The comparables utilized within this analysis of the Subject Parcel 1 site range in sales prices per square

foot of upland area from $9.72 to $85.28 with a mean at $36.13 and a median at $21.32. In general, the

most recent, waterfront sites sold at the upper-end of the spectrum. The multiple regression model

indicates the subject’s land value at $2,130,000 (rounded) or $24.45 per square foot or $1,065,000 per

acre. This estimate is also supported by older Industrial zoned, dry tracts that sold on Rockland Key and

in Marathon. The range was about $850,000 to $1,100,000 per acre or $20 to $25 per square foot.

Valuing the Easements Parcels:

Key Haven Resort Utility Corporation (KWRU) does not have definitive ownership of easement rights

throughout its utility system corridor or collection system. KWRU does not have ownership over County
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or State-Owned right-of-ways. The value of the KWRU owned easements a result of the rights created

by the easement and the cost to acquire the easement for a special purpose. Most easements in utilities

are somewhat restrictive because subsurface pumps and piping prevent construction on the surface and

can only be easily maintained where no surface construction is permissible.

The following Easement Valuation Matrix offers guidance and perspective on the different kinds of

issues and easement uses as they relate to the percentage of value of the fee simple of a parcel.

E A S E M E N T V A L U A T I O N M A T R I X

Percentage
of Fee Comments

Potential Types
of Easements

90%- 100% Severe Impact on surface
use Conveyance of future
uses

Overheadelectric
Flowage easements
RailroadROWIrrigation
canalsAccessroads

75% - 89%
Major impact on surface use
Conveyance of future uses

Pipelines
Drainage easements
Flowage easements

51%- 74% Some impact on surface
use Conveyance of
ingress/egress rights

pipelines
Scenic easements

50%
Balanced use by both owner
and easement holder

Water or sewer lines
Cable line

Telecommuniations

2d%- 49th Location along a property
line location across

non usable Land area

Water or sewer line
Cable lines

11%- 29%

Subsurface or air rights that
have minimal effect on use
and utility

Air rights
Water or sewer line

0% to 10%
Nominal effect on use and

utility
Small subsurface
easement

(Source: Right of Way, May/June 2006, "Easement Valuation" by Donald Sherwood, SR/WA, p. 33)

The ratio of the utility kind of easement values to fee values is either relatively balanced between both

owner and easement holder with the easement percentage of fee value at 50%, but may be as little as

5%-10% when water and sewer lines run along a property line or across non useable land for a small

subsurface easement or as high as 75% when there is an impact on the surface use, in this case pumping

station platforms with enclosures and below ground construction that would restrict surface use of the

property.

With the subject collection and lift station easements the ratio is believed to be at the higher end with

placement of the station pad in the center of the easement. Most of the subject easements are larger with

a lot of vacant area. A 75% ratio appears to be reasonable. Thus, if most of the Fee Simple Commercial
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Comp. Improvement Adjusted Site

No. Address Key Comments Sale Date Sales Price Adjustment Sales Price Area SF

7 Portion of 82100 Overseas Hwy. Islamorada Comm Lot, No Rogos, Public Use (Sewer) 03/12/14 $215,000 $0 $215,000 15,000

8 104450 Overseas Highway Key Largo Waterfront, No Rogos, Public Use (Park) 12/19/13 $5,000,000 $0 $5,000,000 350,012

9 3833 S. Rosesvelt Blvd. Key West Part. Env. Sens., No Rogos, Public Use (Airport) 11/06/13 $500,000 $0 $500,000 65,340

10 92431 Overseas Highway Key Largo Waterfront, No Rogos, Public Use (Sewer) 03/15/10 $200,000 $0 $200,000 28,613

11 95098-95190 Overseas Highway Key Largo Comm Lots, No Rogos, Public Use (Sewer) 09/25/09 $450,000 ($100,000) $350,000 29,732

12 81990 Overseas Highway Upper Matecumbe Waterfront, No Rogos, Public Use (Sewer) 06/05/09 $1,950,000 $0 $1,950,000 123,710

13 80700 Overseas Highway Upper Matecumbe Waterfront, No Rogos, Public Use (Sewer) 06/05/09 $1,850,000 $0 $1,850,000 154,638

14 76153 Overseas Highway Lower Matecumbe Waterfront, No Rogos, Public Use (Sewer) 04/20/09 $2,500,000 $0 $2,500,000 141,570

Effective Date 11/18/14 Mean $1,570,625 113,577

Median $1,175,000 94,525

Minimum $200,000 15,000

Maximum $5,000,000 350,012

Commercial Vacant Land Sales in the Forida Keys, Purchased for Publlic Use
Hwy. Water Adjusted

Front Front Zoning $ / S.F.

0.0 0.0 TC $14.33

1.0 1.0 SC $14.29

1.0 0.0 LDR-C $7.65

1.0 0.0 SC $6.99

1.0 0.0 SC $11.77

1.0 1.0 MU $15.76

1.0 1.0 MU $11.96

1.0 1.0 MU $17.66

$12.55

$13.12

$6.99

$17.66

Parcels in the Stock Island market area are $20 per square foot of site area, then the Easement values should generally be in the $15 per square

foot range ($20 X 0.75 = $15). In order, to estimate the easement land values, I have also analyzed land sales for public use (sewer) in the

Upper Keys, where land values are significantly lower than the Stock Island market area.

The following resume summarizes the comparable land sales.

All of the above sales were purchased for public or quasi-public use. Most of the sales were acquired for the Key Largo Wastewater District

or Islamorada sites for sewer pump stations. The Village of Islamorada will be connected to the Main Sewage Treatment Plant in Key Largo.

The above Fee Simple sales indicate a range per square foot from $6.99 to $17.66 with a mean of $12.55 and a median at $13.12. The sales

at the lower-end of the spectrum have limited development potential other than public use. The Upper Keys has land values of about 30% to

40% less than Stock Island commercial, dry vacant land. These comparables offer support for the subject’s easement parcels.
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Sale # Sale Date Loc./Key D.O.T. Sale Road Front Monroe Cty P.R. Site SF Sale Price Adj. Price $/SF

15 08/22/14 Ramrod Key, FDOT #3707 Resale Yes Book 2700, Page 2005 11,983 $100,000 $100,000 $8.35

16 02/15/13

Stock Island, Pt of

Vacated MacDonld Ave. Yes Yes Book 2613, Page 2144 1,500 $21,000 $21,000 $14.00

17 06/06/12 Big Pine Key, FDOT #3318 Yes Yes Book 2575, Page 488 13,749 $124,000 $124,000 $9.02

18 08/28/08 Key Largo, FDOT #6018 Yes Yes Book 2377, Page 2371 7,500 $56,250 $56,300 $7.51

19 08/29/07 Key Largo Yes Yes Book 2341, Page 1028 6,000 $90,000 $90,000 $15.00

20 08/29/07 Stock Island, FDOT #3866 Yes Yes Book 2318, Page 793 25,338 $380,070 $380,100 $15.00

21 11/13/07 Key Largo Yes Yes Book 2331, Page 1430 1,499 $22,485 $22,500 $15.01

Mean $113,401 $11.98

Median $90,000 $14.00

Minimum $21,000 $7.51

Maximum $380,070 $15.01

11/18/2014

Right of Way Sales

In addition, in order to further support my estimated values for the subject easement parcels, I have

analyzed recent Right-of-Way (ROW) parcels that were considered excess and sold from the Florida

Department of Transportation (FDOT) to private, adjacent land owners. These sales are as follows.

All of the above sales were purchased by private adjacent land owners from the FDOT. These sales have

limited utility and were bought for access, while some of the larger parcels, can be partially used for

additional parking. Most property owners purchased the parcels to control the frontage in front of their

commercial properties. The above ROW sales indicate a range per square foot from $7.51 to $15.01

with a mean of $11.98 and a median at $14.00. The two most reliable sales are Sale Nos. 16 and 20,

which are both located in Stock Island. Sale No. 16 was the sale of part of the right-of-way owned by

a private land owner for $14.00 per square foot for a small 1,500 square foot site. This parcel really has

no utility; however, Monroe County purchased the strip to control it as the adjacent portion of

MacDonald Avenue was abandoned. The County bought Sale No. 6 an adjacent property for $21.60 per

square foot. The purchase of the small ROW parcel indicates a discount of 35%. All of the lots, ROW,

and abandoned street were assembled for the development of the new fire station.

Easement Values on Stock Island:

As a result, I projected land values for the larger subject easement parcels located in South Stock Island

at $13 to $15 per square foot. I further discounted the easement values by 20% as the property rights

are less than Fee Simple. The adjusted values range from $10.42 to $12.61 per square foot, which is

reasonable and about 35% to 50% discount from dry commercial land values in South Stock Island.

Easement Values for the Key West Golf Course:

The Key West Golf Course land is owned by the City of Key West. There is a long-term master ground

lease agreement that expires on June 5, 2080. As a result, a Leasehold Interest exists with Key West
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Golf Club, LLC(KWGC). At this point there are no easement agreements or subleases with Key West

Resort Utilities Corporation (KWRU) per Mr. William L. Smith Jr. and the Key West Golf Club as they

have common ownership. Mr. Smith indicated that a future easement agreement will not require the

KWRU to pay any further fees to KWGC; however, KWRU is responsible for pipe maintenance and

surface conditions must be restored if disturbed due to repairs or replacements. As a result, the proposed

easements throughout the Golf Course would be a Leasehold Interest. A Leased Fee valuation is not

applicable, in the case at hand. However, the reader is cautioned that a title search was not made; thus,

no other encumbrances are considered herein. No personal property has been included herein.

Commercial dry land sales in New Town, Key West are generally in the $30 to $50 per square foot

range. Residential land sales in New Town, Key West have also been in the $30 to $50 per square foot

range. The large subject easements in throughout the Key West Golf Course are within the PRD,

Planned Redevelopment/Development District. Due to their location within the Key West’s city limits

and Golf Course, I estimated land values for these easement at the upper-end of the spectrum at $20 to

$25 per square foot depending on size. I further discounted the easement values by 20% as the property

rights are less than Fee Simple. The adjusted values range from $16.00 to $19.95 per square foot, which

is reasonable and about 40% to 65% discount from commercial and residential land values in New

Town, Key West, which is well-supported and reasonable.

Small (Lift Station Pads or Footprints) Easement Values:

Since these parcels are extremely small 150 to 400 square feet, I researched small excess land sales

purchased by homeowners for extra yard area or carports in the Key West Golf Course planned unit

development. The sales are as follows.
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Sale # Sale Date Lot Use Alt. Key Monroe Cty P.R. Site SF Sale Price Adj. Price $/SF

22 05/06/02 Lot A-354 Excess Land Yard/Pool 8880766 Book 1793, Page 0335 695 $15,000 $15,000 $21.58

23 03/24/05 Lot A-434 Carport Carport 9006944 Book 2107, Page 2494 185 $22,000 $22,000 $118.92

24 09/17/04 Lot A-434 Carport Carport 9006944 Book 2044, Page 1688 185 $17,500 $17,500 $94.59

25 07/10/01 Lot A-434 Carport Carport 9006944 Book 1720, Page 2313 185 $15,000 $15,000 $81.08

26 02/14/03 Lot A-3 Carport Carport 9034972 Book 1870, Page 173 198 $15,000 $15,000 $75.76

27 07/30/01 Lot A-424 Carport Carport 9042529 Book 1915, Page 0122 185 $15,000 $15,000 $81.08

28 07/10/01 Lot A-415 Carport Carport 9006856 Book 1717, Page 1165 182 $13,700 $13,700 $75.27

29 07/10/01 Lot A-419 Carport Carport 9006867 Book 1717, Page 1171 182 $13,700 $13,700 $75.27

30 07/10/01 Lot A-428 Carport Carport 9006922 Book 1717, Page 1189 185 $13,700 $13,700 $74.05

31 07/10/01 Lot A-422 Carport Carport 9006889 Book 1723, Page 1680 185 $15,000 $15,000 $81.08

32 07/10/01 Lot A-415 Carport Carport 9006812 Book 1723, Page 1422 185 $16,500 $16,500 $89.19

33 07/10/01 Lot A-417 Carport Carport 9006845 Book 1725, Page 2316 185 $16,500 $16,500 $89.19

Mean $15,717 $79.76

Median $15,000 $81.08

Minimum $13,700 $21.58

Maximum $22,000 $118.92

11/18/2014

Small Excess Land, Parking Sales (Key West Golf Course)

As a result, I projected land values for the subject’s small lift station pad easement parcels at $50 to $60

per square foot or $9,000 to $20,000. I further discounted the easement values by 20% as the property

rights are less than Fee Simple. The adjusted values range from $44.00 to $46.67 per square foot or

$7,000 to $16,000, which is reasonable.

Assemblage Factor:

Florida court and arbitration cases, as well as, appraisers and market participants have recognized the

need for an enhancement or assemblage factor to the ownership of a package of property easements and

fee owned parcels serving utility customers. The cost and time to assemble the subject corridor

easements, sewer treatment site, and pumping or lift station parcels, is substantial and well beyond the

cost to purchase the individual parcels. As a result, plottage hopefully occurs wherein the value of the

whole is greater than the sum of the parts.

Arbitration awards for utility corridors in Florida have ranged from 30% to 75% above across the fence

pricing to determine market value. This was found in Bellaire v. Florida Power and Winter Park v.

Florida Power. The judge affirmed that assemblage goes beyond the estimated cost of acquiring similar

sites that do not form a specifically desired assemblage.

Plottage, often used in conjunction with assemblage, is what the judge has termed the increment of value

created when two or more sites are combined to produce greater utility. It is my opinion, that this is the
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case for the subject utility waste treatment plant site, connecting easements for the collection system and

pump stations. Most utilities have the power of eminent domain, with proceedings involving

administrative expenses, attorney fees, expert witness fees, and court costs for both parties. Additional

severance damages may also be included when considering a system connectivity value to the owner or

a buyer in the market place.

A major consideration, therefore, is the cost of an assemblage to connect and run all of the lines leading

to the customer. It would be considered by a buyer knowing that in creating a utility system, in eminent

domain, Florida law is very specific about paying all of the property owner costs in acquisition, either

voluntarily or by taking procedures which involve mediation and eventually a court decision in many

cases.

The following table, based upon discussions with Florida DOT appraisers, represents a typical parcel

Assemblage cost for parcels with a market value of less than $250,000.

Typical Assembly Costs in Corridor Acquisitions

Administration $1,200

Acquisition Consultant $4,500

Appraisers $10,000

Lawyers $82,500

Review Appraisers $5,000

Title Search $1,000

Damages/Benefits $10,000

Testimony /Witness Allowance $4,000

Total: $108,200

In many smaller parcel cases the acquisition cost per parcel will exceed the market value of the parcel

by as much as 200%. On average, for condemnation proceedings which typically include 35% voluntary

acquisitions and 65% contested, the assembly cost per parcel can average 100% above the market value.

For a $250,000 or less valued parcel the assemblage cost ratio would be 43% or a factor of 1.43 applied

to the parcel value.

Another example of the potential cost of the parcels bordering Safe Harbor by the New Stock

Development Company. As the assemblage progressed, acquisition costs skyrocketed well above 200%

due to rampant speculation. This also took place at the height of the real estate market. The prices were

also ramped due to the developers’ exuberance.
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Cost Avoidance

In terms of a buyer paying a higher price than across the fence for a single use assemblage, the most

telling rationale is cost avoidance. Therefore, to estimate the value to the utility, after first appraising the

easements and fee owned parcels, all of the values are adjusted in total to its final value with an

assemblage factor. In the appraiser's opinion it is reasonable to apply an assemblage ratio to the subject

owned easements and fee owned parcels. Given the limited number of owned parcels and easements that

create the connectivity of the utility system relative to the area of the service, it is reasonable that an

assemblage or enhancement factor of 1.50 or 50% above the market value for each individual item can

be applied.

The final value for all of the subject property with adjustment for assemblage, is indicated as follows:
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Subject Subject Subject Subject Site X Prop. Utility Adj.

Parcel Nos. Location Parcel Property Rights Site Size (SF) $/SF Value (Rnd) Mult./ Easement Ratio

1 6630 Front Street "A" Fee Simple 87,120 $24.45 $2,130,000 1.00

2 6630 Front Street "B" Easement 3,750 $15.00 $56,000 0.80

3 6630 Front Street "C" Easement 9,038 $14.00 $127,000 0.80

4 7th Ave. & Fifth St. "M" Easement 248 $50.00 $12,000 0.80

5 9th Ave. & Fifth St. "N" Easement 200 $55.00 $11,000 0.80

6 Blk A Lincoln Gardens Block "A" Easement 5,952 $13.00 $77,000 0.80

7 Blk B Lincoln Gardens Block "B" Easement 5,952 $13.00 $77,000 0.80

8 Blk C Lincoln Gardens Block "C" Easement 5,952 $13.00 $77,000 0.80

9 Blk D Lincoln Gardens Block "D" Easement 5,952 $13.00 $77,000 0.80

10 Blk E Lincoln Gardens Block "E" Easement 5,952 $13.00 $77,000 0.80

11 Blk G, Lots 8 & 53 Lincoln Gardens Block "G", Lots 8 & 53 Easement 1,110 $15.00 $17,000 0.80

12 Blk F, Lot 8 Lincoln Gardens Block "F", Lot 8 Easement 1,388 $15.00 $21,000 0.80

13 Blk G, Lots 23 & 38 Lincoln Gardens Block "G", Lots 23 & 38 Easement 1,110 $15.00 $17,000 0.80

14 Blk F, Lot 23 Lincoln Gardens Block "F", Lot 23 Easement 1,388 $15.00 $21,000 0.80

15 Lift Station Pines & Palms Sub. Pine & Palm Easement 150 $60.00 $9,000 0.80

16 Lift Station Boyd's Campground Boyd's Campground Easement 150 $60.00 $9,000 0.80

17 Lift Station Dolphin Deli Dolphin Deli (Mongelli) Easement 150 $60.00 $9,000 0.80

18 Lift Station MC Detention Center Detention Center Easement 400 $50.00 $20,000 0.80

19 Lift Station Sunset Marina Sunset Marina Easement 150 $60.00 $9,000 0.80

20 Lift Station KWGC HOA KWGC HOA Easement 225 $55.00 $12,000 0.80

21 Lift Station KWGC KWGC Easement 225 $55.00 $12,000 0.80

22 Lift Station Bayshore Manor Bayshore Manor Easement 225 $55.00 $12,000 0.80

23 KWGC Easement "A" KWGC Easement 88,108 $20.00 $1,762,000 0.80

24 KWGC Easement "B" KWGC Easement 5,814 $25.00 $145,000 0.80

25 KWGC Easement "C" KWGC Easement 61,175 $24.00 $1,468,000 0.80

26 KWGC Easement "D" KWGC Easement 12,994 $24.00 $312,000 0.80

Totals: 304,878 $21.57 $6,576,000

Total Fee Simple: 87,120 $24.45 $2,130,000

Total Easements: 217,758 $20.42 $4,446,000

Summary of Land Value Estimates for Subject Properties

Subject Adj. Adj. X Assemblage Final Subject Final

Site Value (Rnd) $/SF Factor Multip. Adj. Site Value (Rnd) $/SF

$2,130,000 $24.45 1.50 $3,195,000 $36.67

$45,000 $12.00 1.50 $68,000 $18.13

$102,000 $11.29 1.50 $153,000 $16.93

$10,000 $40.32 1.50 $15,000 $60.48

$9,000 $45.00 1.50 $14,000 $70.00

$62,000 $10.42 1.50 $93,000 $15.63

$62,000 $10.42 1.50 $93,000 $15.63

$62,000 $10.42 1.50 $93,000 $15.63

$62,000 $10.42 1.50 $93,000 $15.63

$62,000 $10.42 1.50 $93,000 $15.63

$14,000 $12.61 1.50 $21,000 $18.92

$17,000 $12.25 1.50 $26,000 $18.73

$14,000 $12.61 1.50 $21,000 $18.92

$17,000 $12.25 1.50 $26,000 $18.73

$7,000 $46.67 1.50 $11,000 $73.33

$7,000 $46.67 1.50 $11,000 $73.33

$7,000 $46.67 1.50 $11,000 $73.33

$16,000 $40.00 1.50 $24,000 $60.00

$7,000 $46.67 1.50 $11,000 $73.33

$10,000 $44.44 1.50 $15,000 $66.67

$10,000 $44.44 1.50 $15,000 $66.67

$10,000 $44.44 1.50 $15,000 $66.67

$1,410,000 $16.00 1.50 $2,115,000 $24.00

$116,000 $19.95 1.50 $174,000 $29.93

$1,174,000 $19.19 1.50 $1,761,000 $28.79

$250,000 $19.24 1.50 $375,000 $28.86

$5,692,000 $18.67 $8,542,000 $28.02

$2,130,000 $24.45 $3,195,000 $36.67

$3,562,000 $16.36 $5,347,000 $24.55

Subject Values:

Based on analysis of market data, site visit, physical walk through, and research, it is my opinion that

the Fair Market Value of the Fee Simple Interest of the Subject Property, Main Sewer Treatment Plant

(6630 Front Street), Land Only, plus the Sewer Utility Easements throughout North and South Stock

Island, and the Proposed Easements throughout the Key West Golf Course (6450 College Road, Key

West), subject to definitions, assumptions and limiting conditions, as of November 18, 2014, is:

EIGHT MILLION FIVE HUNDRED FORTY TWO THOUSAND DOLLARS

($ 8,542,000)
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Key West Resort Utilities, Stock Island, Florida

Fair Market Valuation
Fair

Valuation Method: Market Value

Cost Approach Not Applicable

Income Approach Not Applicable

Sales Comparison Approach $8,542,000

$8,542,000Fair Market Value, as of November 18, 2014 (Rnd):

Reconciliation

RECONCILIATION AND CONCLUSION

The following value indications have been developed in my analysis of market data.

THE COST APPROACH

The Cost Approach is a method in which the value of a property is derived from creating a substitute

property with the same utility as the subject property. In the Cost Approach, the appraiser must estimate

the market value of the subject site as if vacant, by using the Direct Sales Comparison Approach. Then

estimate the reproduction or replacement cost new of the improvements. Depreciation from all sources

is estimated and subtracted in this appraisal from replacement cost new of the improvements. The

depreciated replacement cost of all improvements is then added to the estimated site value with the

results being an indicated value by the Cost Approach.

In the case at hand, the Cost Approach was considered, but deemed not applicable as the buildings and

site improvements are not included in my appraisal assignment, as the fair market value of the total

assets of the Key West Resort Corporation is included in the whole utility appraisal prepared by Hartman

Consultants, LLC.

THE INCOME APPROACH:

The Income Approach to value presumes that no prudent buyer will pay more for the subject property

than the capitalized rental value attainable through ownership of the property. The buyer will only be

willing to pay the present value of what he considers those future benefits to be. This approach is

considered to be the strongest indicator of current fair market value when the property is purchased as
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an income-producing property having a reliable historical cash flow. The subject was built and has

historically been utilized as an owner-user property.

Market rents for easements that serve the public interest, health, safety, and welfare are limited to

non-existent, especially easements for the a special purpose, such as wastewater infrastructure and

collection system. Therefore, the Income Approach was considered, but deemed not applicable in the

case at hand. Per the client’s request, my assignment is to appraise the subject parcels, “as if vacant”;

thus, estimate the land value only.

THE SALES COMPARISON APPROACH

This approach is also based on the Principle of Substitution. When applied, it states that when similar

(comparable) properties in similar locations are adjusted for any dissimilarities, the value from these

comparable properties can indicate an estimate of value. There have been no recent sales proximate to

the subject of waste water treatment facilities of only the real property. However, there has been an

active market for commercial land sales within the Stock Island market area.

The valuation of vacant land is usually best achieved by the Sales Comparison Approach. The

application of this approach produces a value estimate for land and easements by comparing them with

similar properties that have recently sold or granted easements for a given price, in the same or

competitive neighborhoods with similar uses. Typically, the appropriate unit of measure or comparison

is the sales price per square foot or acre. The reliability of this valuation data is dependent upon the

comparability of each land sale to the subject, market conditions at the time of sale, and conditions of

sale (concessions/entitlements, etc.). Fortunately, there is a significant amount of commercial land sales

data in the Stock Island market, along with a large amount of Right-of-Waysales, plus acquisitions made

in the Upper Keys for connection to a central wastewater treatment facility.

In the case at hand, the Sales Comparison Approach is believed to be the most reliable, accurate,

sufficient, and credible method of valuing the subject fee simple land value and easements. The Cost

Approach does not apply as the building and site improvements are not included in this valuation. The

Income Approach would more readily apply to the property as a whole (value of the total assets, both

tangible and intangible of the utility).
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Based on analysis of market data, site visit, physical walk through, and research, it is my opinion that

the Fair Market Value of the Fee Simple Interest of the Subject Property, Main Sewer Treatment Plant

(6630 Front Street), Land Only, plus the Sewer Utility Easements throughout North and South Stock

Island, and the Proposed Easements throughout the Key West Golf Course (6450 College Road, Key

West), subject to definitions, assumptions and limiting conditions, as of November 18, 2014, is:

EIGHT MILLION FIVE HUNDRED FORTY TWO THOUSAND DOLLARS

($ 8,542,000)
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CERTIFICATE OF APPRAISAL

I HEREBY CERTIFY THAT UPON APPLICATION FOR VALUATION BY:

PREPARED FOR INCLUSION WITH AN APPRAISAL REPORT BY:

MR. GERALD HARTMAN, PE, BCEE, ASA

HARTMAN CONSULTANTS, LLC

2107 WATER KEY DRIVE

WINDERMERE, FLORIDA 34786

&

CLIENT:

MR. WILLIAM L. SMITH, JR., CHAIRMAN OF THE BOARD

KEY WEST RESORT UTILITIES

6630 FRONT STREET

STOCK ISLAND, KEY WEST, FLORIDA 33040

I have personally examined the subject property:

and based on analysis of market data, site visit, physical walk through, and research, it is my opinion that

the Fair Market Value of the Fee Simple Interest of the Subject Property, Main Sewer Treatment Plant

(6630 Front Street), Land Only, plus the Sewer Utility Easements throughout North and South Stock

Island, and the Proposed Easements throughout the Key West Golf Course (6450 College Road, Key

West), subject to definitions, assumptions and limiting conditions, as of November 18, 2014, is:

EIGHT MILLION FIVE HUNDRED FORTY TWO THOUSAND DOLLARS

($ 8,542,000)

I ADDITIONALLY CERTIFY that, to the best of my knowledge and belief:

" The statements of fact contained in this report are true and correct.
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" The reported analyses, opinion, and conclusions are limited onlybythe reported assumptions and

limiting conditions, and are mypersonal, impartial, and unbiased professional analyses, opinions

and conclusions.

" I have no bias with respect to the property that is the subject of this report or to the parties

involved with this assignment.

" My engagement in this assignment was not contingent upon developing or reporting

predetermined results.

" My compensation for completing this assignment is not contingent upon the development or

reporting of a predetermined value or a direction in value that favors the cause of the client, the

amount of the value opinion, the attainment of a stipulated result, or the occurrence of a

subsequent event directly related to the intended use of this appraisal.

" My analyses, opinions, and conclusions were developed and this report has been prepared in

conformity with the Uniform Standards of Professional Appraisal Practice.

" James E. Wilson has performed a site visit and physical walk through of the property that is the

subject of this report.

" No one has provided significant professional assistance to the persons signing this report other

than integrating this report with Mr. Gerald Hartman, PE, BCEE, ASA, Hartman Consultants,

LLC.

" The use of this report is subject to the requirements of the State of Florida relating to review by

the Florida Real Estate Appraisal Board of the Department of Professional Regulations, Division

of Real Estate.

" The reported analyses, opinions and conclusions were developed, and this report has been

prepared, in conformity with the requirements of the Code of Professional Ethics and the

Standards of Professional Appraisal Practice of the Appraisal Institute.

" I have appraised the main sewer plant parcel of the subject property (real property only) on

January 4, 2012. I have not prepared an appraisal, feasibility study, consultation assignment, or

any other related service for the subject easement parcels over the past three years or prior.

" James E. Wilson has completed the Professional Standards and Ethics education requirement of

the Appraisal Institute for Associate Members.
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APPRAISAL COMPANY OF KEY WEST

James E. Wilson, MRICS, President

State-certified general real estate appraiser

RZ 2164
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ASSUMPTIONS AND LIMITING CONDITIONS

APPRAISALDEVELOPMENT AND REPORTING PROCESS: In preparing this appraisal, the appraiser

inspected the subject site and both the exterior and interior of the improvements. Information on

comparable land and improved sales were gathered, confirmed, and analyzed. This is an appraisal report

which is intended to comply with the reporting requirements set forth under Standard Rule 2-2(a) the

Uniform Standards of Professional Appraisal Practice. As such, it might not include full discussions of

the data, reasoning, and analyses that were used in the appraisal process to develop the appraiser's opinion

of value. Supporting documentation concerning the data, reasoning, and analyses is retained in the

appraiser's file. The information contained in this report is specific to the needs of the client and for the

intended use stated in this report.

This confidential report is prepared for the sole use of and benefits of Mr. Gerald Hartman, PE, BCEE,

ASA, Hartman Consultants, LLC and Mr. William L. Smith, Jr., Chairman of the Board, KeyWest Resort

Utilities Corporation, and based, in part, upon documents, writings, and information owned and possessed

by the client. This report is provided for informational purposes only to third parties authorized to receive

it. The appraiser-client relationship is with Mr. Smith, as the client. This report should not be used for

any purpose other than to understand the information available to the client concerning this property.

Appraisal Company of Key West assumes no responsibility if this report is used in any other manner.

In preparing this appraisal, the appraiser visited the subject site and made a physical walk-through of the

improvements. Information on comparable improved sales and construction costs was gathered,

confirmed, and analyzed.

THIS VALUATION IS CONTINGENT UPON THE FOLLOWING CONDITIONS:

This appraisal is to be used in whole and not in part, in particular, no part of the contents of this report

shall be conveyed to the public through advertising, public relations, news, sales or other media, without

the written consent and approval of the author, particularly as to valuation conclusions, the identity of the

appraiser or firm with which he is connected.

The distribution of value between land and building applies only under the present program of utilization

and is invalidated if used in making a summation appraisal.

No responsibility is assumed by the Appraiser for matters, which are of legal nature, nor is any opinion

on the title rendered herewith. Good title is assumed.

The property has been appraised as though free of liens and encumbrances, except as herein described.
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The management of the property is assumed to be competent and the ownership in responsible hands.

The subject property of this report is the owned vacant land and utility easements, which encompass Key

West Resort Utilities Corporation, which is a privately owned utility company that provides wastewater

service to the Key of Stock Island, Monroe County, Florida. The subject is a special-purpose property;

thus, it has a limited-market due to its unique design, layout, and construction, which restricts its utility

for the specific use as a wastewater treatment facility. The subject operation is a substantial going-

concern that encompasses the vacuum collection system and services. In the case at hand, my appraisal

includes only the subject land (As if Vacant), per the client’s request. This report specifically excludes

the collection system, sewer treatment tanks, pumps, lift stations, plus all building and site improvements.

The valuation of the Key West Resort Utilities going-concern, intangible assets, buildings, site

improvements, and furniture, fixture, and equipment as part of the utility operation are valued within the

appraisal report prepared by Hartman Consultants, LLC.

Dimensions and the site area of the subject sewer treatment site, Parcel “A” (SP No. 1) and the adjoining

easements, Parcels “B” (SP No. 2) and “C” (SP No.3) were referenced from a survey performed by Island

Surveying, Inc., Frederick H. Hildebrandt, dated February 19, 1997, with revisions on March 24, 1997

and April 7, 1997, plus a Site Layout plan, prepared by Siemens, Water Technologies, dated July 7, 2006,

plus a copy of a survey/site plan that did not indicate an author or preparation date. Any deviations from

the reported dimensions or the calculated areas, plus any further easements and/or encroachments could

result in a change in value.

The footprint sizes for eight of the lift station pads were given by the client, as they have not been

delineated or surveyed, but part of a development agreement. The proposed golf course easements are

delineated in a recent survey. The dimensions and parcel areas are based on a survey prepared by Island

Surveying, Inc., dated October 21, 2014. Any deviations from the reported dimensions or the calculated

areas, plus any further easements and/or encroachments could result in a change in value.

The Appraiser is not required to give testimony in court unless arrangements have been previously made

thereof.

The Appraiser assumes that there are no hidden or unapparent conditions of the property, subsoil, or

structures, which would render it more or less valuable. The Appraiser assumes no responsibility for such

conditions, or for engineering which might be required to discover such factors.

Information, estimates and opinions furnished to the appraisers, and contained in the report, were

obtained from sources considered reliable and believed to be true and correct. However, no responsibility

for accuracy of such items furnished to the Appraiser is assumed by the Appraiser.
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Disclosure of the contents of the appraisal report is governed by the Bylaws and Regulations of the

professional appraisal organizations with which the Appraiser is affiliated.

The Appraiser has no present or contemplated future interest in the property, and the compensation is in

no manner contingent upon the value reported.

Possession of this report does not carry with it the right of publication or advertisement of any of its

conclusions, nor may any except the applicant use the same for any purpose without the previous written

consent of the appraiser or the applicant.

The appraiser does not assume the responsibility for the condition of the roof, termite damage, or physical

condition of the structures without the benefit of an engineering report. The appraisers assignment was

to value the land only; thus,

An environmental screening, audit or site assessment report was not made available for the subject

parcels. In this appraisal assignment, the existence of potentially hazardous material used in the

construction or maintenance of the properties, such as the presence of radon, asbestos insulation

polychlorinated biphenyl, petroleum leakage, chemical additives, and existence of toxic waste, which may

or may not be present on the property, has not been considered. The appraiser is not qualified to detect

such substances. The main sewer treatment plant parcel includes an above ground, 230 gallon fuel

(diesel) storage tank within a CBS containment area. Furthermore, it is a large wastewater treatment

facility with a large collection system. I have assumed that the subject parcels do not have any

environmental concerns requiring clean-up or remediation.

The Americans with Disabilities Act ("ADA") became effective January 26, 1992. The appraiser has not

made a specific survey or analysis of this property to determine whether or not it is in conformity with

the various detailed requirements of the ADA. It is possible that a compliance survey of the property,

together with a detailed analysis of the requirements of the ADA, could reveal that the property is not in

compliance with one or more of the requirements of the Act. If so, this fact could have a negative effect

upon the value of the property.

This appraisal report has been made in conformity with and is subject to the requirements of the Code

of Professional Ethics and Standards of Professional Conduct of the appraisal organizations with which

the Appraiser is affiliated.

Subsurface rights other than sewer easements were not considered in this report.

The discovery of latent conditions is beyond the scope of this appraisal. Detection of latent conditions

requires the expertise of qualified persons such as architects and engineers. Latent conditions include,
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among other things, non-apparent structural conditions; presence of prohibited hazardous wastes;

presence of radon gas, methane gas, asbestos, lead, petroleum products and other air, soil, or water

contaminants; and many other conditions too numerous to mention which may affect the value of the

property being appraised. The appraiser conducting this appraisal is not qualified to detect latent

conditions and have conducted this appraisal upon the assumption that no latent conditions (including

those mentioned above and others) exist on the property covered by this appraisal.

ACCORDINGLY NOTICE IS HEREBY GIVEN that neither the appraisers conducting this appraisal,

nor the APPRAISAL COMPANY OF KEY WEST make any warranty, express or implied, to property

covered by this appraisal, and neither shall have any liability to any person for differences in the value

of the appraised property, or other damages, resulting from discoveryof latent conditions (including those

mentioned above and others) on, or in proximity to, the appraised lands.

This appraisal report is in conformitywith the Uniform Standards of Professional Appraisal Practices and

this appraisal assignment was not based on a requested minimum valuation, a specific valuation, or the

approval of a loan.

I hereby certify that to the best of my knowledge and belief the statements of fact contained in this report,

upon which the analyses, opinions and conclusions expressed herein are based, are true and correct; also

this report sets forth all the limiting conditions affecting the analyses, opinions and conclusions contained

in this report; also this report has been made in conformity with the Appraisal Institute.
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ADDENDA
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PROFESSIONAL QUALIFICATIONS

JAMES E. WILSON, III, MRICS

James E. Wilson has been a resident of South Florida since 1976. His education includes a Bachelor of

Science in Business Administration with a Major in Economics from the University of Florida, 1987-1991.

His experience in the real estate industry began in early 1992 as a residential real estate appraiser in

Pompano Beach, Florida. He appraised a wide variety of single and multi-family residential properties in

Dade, Broward, and Palm Beach counties over a two-year period. In the search of advancement and

challenge, James Wilson moved to the City of Key West, Monroe County, Florida in order to obtain

experience and practice commercial real estate appraisal valuation techniques in a demanding and somewhat unique market area. Over the

past 22 years James has been exposed to a wide-range of appraisal projects, including highest and best use studies, complex property

appraisals, and wetland and environmentally sensitive valuations including transferrable development rights. His appraisal experience

includes financial and investment analysis, appraisal review, feasibility and planning analysis, as well as market research and analysis.

James Wilson is a State Certified General Real Estate Appraiser (licensed to perform residential and commercial appraisals) and a General

Associate Member of the Appraisal Institute. He is a member of RICS (Royal Institution of Chartered Surveyors), which is an international

member organization for professionals in property, land, real estate, construction and related environmental issues. Jim is past President

of the Key West Gator Club, 2013/2014 President of the Sunset Key West Rotary Club, member of Class VII Leadership Monroe, 2012

President of the Key West Chamber of Commerce, and has been elected to continue to serve on the Board of Directors of the Key West

Chamber of Commerce. Jim is still an active member on the Board of Directors for the Key West Chamber of Commerce.

Education: SOUTH BROWARD HIGH SCHOOL, Hollywood, FL, 1987.

UNIVERSITY OF FLORIDA, Gainesville, Florida - Bachelor of Science in Business Administration - Major

in Economics, 1987-1991.

APPRAISAL INSTITUTE

Appraisal Reporting of Complex Residential Properties, October, 1993.

Persuasive Style in Narrative Appraisal Reports, May, 1994.

ACE 1779 - “Special Purpose Properties - The Challenge of Real Estate Appraising in Limited Markets”,

September, 1996.

410 Standards of Professional Practice, Part A (USPAP), 8/97.

420 Standards of Professional Practice, Part B, August, 1997.

520 Highest & Best Use and Market Analysis, October, 1997.

Non-Conforming Uses Seminar, January, 1998.

510 Advanced Income Capitalization, May, 1998.

530 Advanced Sales Comparison & Cost Approach, May, 1998.

540 Report Writing & Valuation Analysis, August, 1998.

550 Advanced Applications, February, 1999.

Regression Analysis in Appraisal Practice: Concepts & Applications, Seminar, March, 2000.

General Demonstration Appraisal Report Writing Seminar, March, 2000.

800 Separating Personal & Real Property from Intangible Business Assets, March, 2002.

Successful Completion of the General Comprehensive Examination for the Appraisal Institute

Uniform Appraisal Standards for Federal Land Requisitions, March, 2007

General Demonstration Appraisal Report Writing Seminar, August, 2007

Valuation of Conservation Easements, January, 2008.

Appraising Distressed Commercial Real Estate, June, 2009

Oil Spills and Property Values, Webinar, August, 2010

Business Practices and Ethics, September, 2010

A Debate of the Allocation of Hotel Total Assets, October 26, 2010

Appraisal Institute Update, May 19, 2011

Appraisal Curriculum Overview (2-day General) May, 2011
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Professional Qualifications of James E. Wilson, III (Continued)

APPRAISAL INSTITUTE
Perspectives from Commercial Review Appraisers, July 20, 2011

Fundamentals of Separating Real Property, Personal Property, and Intangible Business Assets, 05/07/2012 -

05/08/2012

Purchase Price Allocations for Financial Report and Tax, April 16, 2014

Behind the Headlines, the New Real Estate Real Estate Economy, May 16, 2014

GOLD COAST SCHOOL OF REAL ESTATE
Real Estate Principles, Practices, and Law - FREC Course I, May, 1992.
Salesman Post-License Program, February, 1994.
Mortgage Broker, Exam-Prep Program, September, 1992.
AB I - Appraisal Board - Fundamentals of R.E. Appraising, 5/92.
AB II - Appr. Board - Appraising Resid. & Income Properties, 2/94.
AB IIb - Appraisal Board - Cert. Resid. Appraisal Course, 7/94.
AB III - Appraisal Board - Certified General Appraisal Course (Income Capitalization Course), February, 1995.
USPAP - Uniform Standards of Professional Appraisal Practice, 6/92.
USPAP Course, September, 1995.
A-102 - Plan Reading for Appraisers, September, 1995.
National USPAP Update Course, June 2006
Techniques of Income Property Appraisal, June 2006

McKISSOCK DATA SYSTEMS
Automated Valuation Models, October, 2000.
Uniform Standards of Professional Appraisal Practice, October,2000.
Factory Built Housing, October, 2000.
Appraiser Liability, September, 2002.
Appraising Nonconforming & Difficult Properties, September,2002.
Appraiser Liability, USPAP, September, 2002.
Appraising for the Secondary Market, October, 2004.
Appraising High-Value Residential Properties, October, 2004.
Florida Laws and Regulations, October, 2004.
Limited Appraisals and the Scope of Work Decision, October, 2004.
National USPAP Equivalent, October, 2004.
Florida Laws and Regulations, September 2006.
Disclosures and Disclaimer, September, 2006.
Appraisal Trends, September 2006.
National USPAP Update Equivalent(2008-2009), November, 2008.
Introduction to Expert Witness Testimony, November 2008.
Mortgage Fraud-Protect Yourself, November, 2008.
Florida Appraisal Supervisor-Trainee Roles and Relationships, November, 2008.
Florida Laws and Regulations, November, 2008.
National USPAP Update Equivalent (2010-2011), August, 2010.
Risky Business: Ways to Minimize Liability, August, 2010.
Florida Laws and Regulations, August 2010.
Florida Apprisal Supervisor-Trainee Roles and Relationships, August, 2010.
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Professional Qualifications of James E. Wilson, III (Continued)
The Changing World of FHA Appraising, August, 2010.
Systems Built Housing: Advances in Housing for the New Millennium, October, 2012
Deriving and Supporting Adjustments, October, 2012
Introduction to Regression Analysis for Appraisers, October, 2012
Introduction to Residential Green Building for Appraisers, October, 2012
Florida Appraisal Laws and Regulations Update
National USPAP Update Equivalent (2012-2013), October, 2012
UAD-Up Close and Personal, November, 2014
Expert Witness Testimony: To Do or Not to Do, November, 2014
Analyze This! Applications of Appraisal Analysis, November, 2014
Florida Appraisal Laws and Regulations Update
Reviewers Checklist , November, 2014
National USPAP Update Equivalent (2014-2015) , November, 2014

VALUE INFORMATION TECHNOLOGY, INC.
"Perspectives on Appraisals" FREAB Course ACE#1591, June, 1995.

NORTH BROWARD BOARD OF REALTORS
ACE 591 - Basics of Construction - How a Florida Home is Built II, January, 1994.

Certification: State certified general real estate appraiser, as designated by the Department of Professional Regulation, State
of Florida; Registration No. RZ 2164.

Licensed Real Estate Salesperson, as designated by the Department of Professional Regulation, State of Florida;
License No. SL 0589552 (currently inactive).

Professional
Associations: Key West Board of Realtors

General Associate Member of the Appraisal Institute
Member of RICS (Royal Institute of Chartered Surveyors), October, 2010 Member#1299389

Affiliations: Past President of the Key West Gator Club (Alumni Organization of the University of Florida
Member of Class VIII, Leadership Monroe County
Board Member of the Rotary Club of Sunset Key West, 2013/2014 President, 2009 Treasurer, 2010 Vice
President, 2011 President-Elect,2012 President Board of Directors of the Key West Chamber of Commerce,
Current Board Member

Experience: WILCO VALUATIONS, P.A. d/b/a APPRAISAL COMPANY OF KEY WEST, James Wilson, President and
his wife, Maria Virginia Wilson, also a State Certified General Real Estate Appraiser purchased the Appraisal
Company of Key West from Mr. Richard Padron in April, 2004. Mr. Padron has continued to be a Fee
Commercial Real Estate Appraiser with the Appraisal Company of Key West, which has ensured continuity and
quality control.

APPRAISAL COMPANY OF KEY WEST, INC., Fee Commercial Real Estate Appraiser, April, 1994 to April,
2004.

F.C.P. APPRAISAL SERVICES, INC., Senior Real Estate Appraiser and Trainer, May, 1992 to April, 1994.
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Appraised various types of properties in the Florida Keys, including:

Retail Stores Commercial/Residential Condominiums
Restaurants Full-Service Marinas/Boat Yards
Strip Centers Environmentally Sensitive Acreage
Office Buildings Industrial Uses
Mixed-Use Properties Guest Houses /Hotels/Motels
Service Stations Mobile Home and RV Parks
Multi-family Projects Warehouse (including mini-storage)
Proposed Developments Special-Use Properties including Schools
Single-family Estates Seafood Processing Plants

APPRAISER CERTIFICATION
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SUBJECT PROPERTY

View of Safe Harbor from Subject Parcel 1 (Main Wastewater Treatment Plant)

View of Safe Harbor and Adjacent Commercial Fishing Parcel from Subject Parcel 1
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SUBJECT PROPERTY

View of Front Access to Subject Parcel No. 1

Street View of Front Street Northerly
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SUBJECT PROPERTY

Street View of Front Street Southerly

View of Subject Parcel No. 3
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SUBJECT PROPERTY

View of Subject Parcel No. 21

View of Subject Parcel No. 23-26
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SUBJECT PROPERTY

View of Subject Parcel No. 23-26

View of Subject Parcel No. 23-26
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SUBJECT PROPERTY

View of Subject Parcel No. 23-26

View of Subject Parcel No. 23-26

Appraisal Company of Key West Page 81



An Appraisal Report Key West Resort Utilities, Stock Island, FL

SUBJECT PROPERTY

View of Subject Parcel No. 23-26

View of Subject Parcel No. 23-26
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SUBJECT PROPERTY

View of Subject Parcel No. 23-26

View of Subject Parcel No. 23-26
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SUBJECT PROPERTY

View of Subject Parcel No. 20

View of Subject Parcel No. 1
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SUBJECT PROPERTY

View of Subject Parcel No. 1

View of Subject Parcel No. 1
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SUBJECT PROPERTY

View of Subject Parcel 22

View of Subject Parcel 16
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SUBJECT PROPERTY

View of Subject Parcel 17

View of Force Main Lift Station
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SUBJECT PROPERTY

View of Lincoln Gardens Lift Station

View of Lincoln Gardens Lift Station
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SUBJECT PROPERTY

View of Subject Parcel 18

View of Subject Parcel 15
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SUBJECT PROPERTY

View of Subject Parcel 19
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STATE MAP
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FLORIDA KEYS MAP
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LOCATION MAP 1
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LOCATION MAP 2

LOCATION MAP 3
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PLAT MAP
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AERIAL MAP
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AERIAL PLAT MAP
SUBJECT PROPERTY 1-3

6630 FRONT STREET, STOCK ISKLAND
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AERIAL PLAT MAP
SUBJECT PROPERTY 4

6755 5TH STREET, STOCK ISLAND
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AERIAL PLAT MAP
SUBJECT PROPERTY 5

6755 5TH STREET, STOCK ISLAND
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AERIAL PLAT MAP
SUBJECT PROPERTY 6-14

G23 ROBERTA AVENUE, STOCK ISLAND
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AERIAL PLAT MAP
SUBJECT PROPERTY 15

6620 MALONEY AVENUE, STOCK ISLAND
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AERIAL PLAT MAP
SUBJECT PROPERTY 16

6401 MALONEY AVENUE, STOCK ISLAND
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AERIAL PLAT MAP
SUBJECT PROPERTY 17

5620 MALONEY AVENUE, STOCK ISLAND
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AERIAL PLAT MAP
SUBJECT PROPERTY 18

5525 COLLEGE & 5501 COLLEGE ROAD, KEY WEST
&

SUBJECT PROPERTY 19
5555 COLLEGE ROAD, KEY WEST
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AERIAL PLAT MAP
SUBJECT PROPERTY 20 & 21

6450 COLLEGE ROAD, KEY WEST
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AERIAL PLAT MAP
SUBJECT PROPERTY 22

5200 COLLEGE ROAD, KEY WEST

Appraisal Company of Key West Page 106



An Appraisal Report Key West Resort Utilities, Stock Island, FL

AERIAL PLAT MAP
SUBJECT PROPERTY 23-26

6450 COLLEGE ROAD, KEY WEST
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SURVEY
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SURVEY
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SURVEY
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SURVEY
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LEGAL DESCRIPTION A, B & C
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LEGAL DESCRIPTION G
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LEGAL DESCRIPTION M & P

Appraisal Company of Key West Page 114



An Appraisal Report Key West Resort Utilities, Stock Island, FL

FLOOD MAP & PANEL
6450 COLLEGE ROAD, KEY WEST
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FLOOD MAP & PANEL
6630 FRONT STREEY, KEY WEST
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