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Eric Fryson 
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Sent: Wednesday, July 18,2012 252 PM 
To: Filings@psc.state.fl.us 
cc: Mark Cicchetti; Gene Brown 
Subject: 

importance: Low 
Attachments: PSC Clerk 14 (Response to 7th Data Request).pdf 

(BULK} Docket No.: 110200-WU; Application for Increase in Water Rates in Franklin County, 
Florida by Water Management Services, Inc. 

a. Martin S. Friedman, Esquire 
Sundstrom, Friedman & Fumero, LLP 
766 N. Sun Drive, Suite 4030 
Lake Mary, FL 32746 
PHONE: (407) 830-6331 

FAX: (407) 830-8522 

mfriedman@.Sfflaw.com 

b. Docket No.: 110200-WU; Application for Increase in Water Rates in Franklin County, Florida by 
Water Management Services, Inc. 

c. Water Management Services, Inc. 

d. Letter Response (8 pages) and Exhibits (57 pages) 

<![if !supportLis ts]>e. c![endifl>Response to “Staff‘s Seventh Data Request” submitted in response 
to Commissioner Brown’s ruling on Staffs Motion to Compel 

MICHELE PARKS 
Paralegal for Martin S. Friedman andBridget M. Grimsley 
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SUNDSTROM, 
FRIEDMAN & FUMERO, LLP 

A t t o r n e y s  I C o u n s e l o r s  

766 NORTH SUN DRIVE 
sum 4030 

LAKE MARY, FLORIDA 32746 

PHONE (407) 8306331 
FAX (407) 830-8572 
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July 18, 2012 

Ms. Ann Cole 
Office of Commission Clerk 
Florida Public Service Commission 
2540 Shumard Oak Blvd. 
Tallahassee, FL 32399-0850 

Re: Docket No. 
Franklin County by Water Management Services, Inc. 
Our File No. 46023.01 

110200-WU - In re: Application for increase in water rates in 

Dear Ms. Cole 

Water Management Services, Inc. (“WMSI” or “Utility”) submits the following in 
response to what we call the Staffs Seventhh Data Request submitted in response to 
Commissioner Brown’s ruling on Staffs Motion to Compel: 

RESPONSE TO STAFF DATA REQUEST NO. 7 

2. Cash Flow Audit. Please refer to page 4 of Mr. Brown’s testimony where he states his 
accountants performed a “cash flow audit” of all WMSI’s operations from the 
beginning of 2000 through end of 2010. 

a. Please identify who (or which accounting firm) performed the cash flow audit 
and whether the auditor was a Certified Public Accountant (CPA). 

RESPONSE: Bob Mitchell did the cash flow audit. He is an accountant 
employed by WMSI, but is not a CPA. He followed the advice of 
Barbara Withers, who is a CPA. Ms. Withers designed a format 
for the cash flow analysis that was used by Mr. Mitchell. 

b. Please identify whether there is a signed engagement letter between WMSI 
and the persodfirm which performed the cash flow audit and describes the 
terms and scope of the cash flow audit. 

RESPONSE: No. 
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c. Please explain whether the cash flow audit referenced by Mr. Brown and 
attached to Exhibit A to Mr. Brown's testimony was: 1) a compilation of thc 
cash flow documents provided by WMSI; 2) a review of the cash flow 
documents provided by WMSI; and 3) an audit of WMSI operations and cash 
flow within the meaning of the term "audit" as used by a CPA. 

RESPONSE: (I)  This was an internal audit by WMSI. There was no compilation, 
review or audit by any outside accountant or CPA. However, Jeanne Allen, the 
CPA who prepared WMSI's MFRs in this case, started to examine WMSI's cash 
flow analysis by tracing certain referenced numbers back to the annual reports 
to determine if WMSI's accountant had made any errors. However, because OS 
WMSI's limited resources and the priority of preparing the MFRs, Ms. Allen 
was not able to perform any substantial procedures to validate the amounts 
shown on WMSI's cash flow analysis, and she has not expressed an opinion as 
to the accuracy of the numbers. If account 123 becomes an issue in this 
pending case, Ms. Allen will be asked to complete a review of the work done 
by Bob Mitchell so that she can express an opinion regarding the cash flow 
analysis prepared by WMSI. 

Please explain whether the auditor@) who performed the cash flow audit 
provided a report describing the audit and whether it was qualified or not (Le., 
had audit findings). 

RESPONSE: No written report was provided, and it was not a "qualified" audit. 
Please describe whether WMSI has possession of the audit work papers which 
supports WMSI's cash flow audit. 

RESPONSE: Yes. 

d. 

S. 

3. Capital Resources. Please refer to page 5 of testimony provided by Mr. Brown where 
he states that he has liquidated personal resources and incurred substantial loans, 
personally endorsed by him, to keep the Utility in operation and provide water scrvicc 
to St. George Island. Please provide an itemized listing of all personal resources Mr. 
Brown has liquidated in order to keep the Utility in operation and provide water 
service to St. George Island. 

RESPONSE: Gene Brown has liquidated many personal resources over the 
past 38 years to provide water service to St. George Island in order to cover the 
consistent cash flow deficits of WMSI and its predecessors. With limited time 

SUNDSTROM, FRIEDMAN & m R 0 ,  LLP 
766 North Sun Drive, Suite 4030, Lake Mary, Florida 32746 
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and resources, WMSl cannot provide a detailed listing of every such personal 
resource. However, Exhibit “A” does contain a partial list of resources that 
Gene Brown has liquidated in recent years to keep the utility in operation and 
to provide water service to St. George Island. For purposes of this question, 
WMSI has included resources in the name of Brown Management Group, Inc. 
(BMG) because Gene Brown was the sole owner of that “sub-s” corporation at 
the time. Those BMG resources have been identified separately. 

4. Capital Resources. Please refer to page 5 of testimony provided by Mr. Brown where 
he states that he has liquidated personal resources and incurred substantial loans, 
personally endorsed by him, to keep the Utility in operation and provide water service 
to St. George Island. For each of these loans, please provide: 

a. 

b. 

d. 

e. 

f. 

g. 

h. 

1. 

The amount of the loan proceeds; 

What amount of proceeds were turned over to WMSI; 

What entity the loan was from: 

Terms of the loan (Le. interest rate, term of loan, whether balloon payments 
are required, etc.); 

Date the loan was entered into; 

What assets are designated in the loan as collateral, if any; 

Current status of the loan and current outstanding balance; and 

Whether or not the loan has been refinanced. 

RESPONSE: Over the past 38 years, Gene Brown has incurred many millions of 
dollars in loans, personally endorsed by him, to cover WMSI’s cash flow deficits 
in order to provide water service to St. George Island. Most of those loans 
were also endorsed by other parties, including other family members. For 
example, the two major loans now owed by WMSI, with a total balance of 
approximately $8 million, were also endorsed by Leisure Properties, Ltd., 
Leisure Development Services, Inc., St. George’s Plantation, Inc., St. George 
Island Utility Company, Ltd., Land in Florida, Inc., Marilyn B. Brown, 
individually, Marilyn B. Brown as Trustee of the Brown Family Trust, and 

SUNDSTROM, FRneoM*N & -0, LLP 
766 North Sun Drive, Suite 4030, Lake Mary, Florida 32746 
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Barbara Withers as Trustee of the Brown Chldren’s Trust Some of those loans 
were made to WMSI and its predecessors, and some were made to Gene 
Brown individually or to an affiliate, such as Brown Management Group. With 
limited time and resources, it is not possible to provide all the details over all 
those years as contemplated by this question. However, the attached Exhibit 
“ B  does contain a list of some of the more recent loans, with as much detail as 
can be provided within the time allowed. These include loans made to Brown 
Management Group, a sub-s corporation personally owned at the time by Gene 
Brown. Substantial proceeds from these personal and BMG loans have been 
used for the benefit of WMSI, as shown by Exhibits “B-1,” B-2,” and “B-3” 
attached. Attached as Exhibit “B-1” is a list of $1,670,448 in cash advances to 
WMSI from Gene Brown/BMG during the ‘04-‘10 time frame, together with a 
list of Gene BroWBMG loan payments which benefited WMSI. Attached as 
Exhibit “8-2” is a list of $1,264,130 of advances with the non-loan Gene 
BroWBMG resources netted out. Attached as Exhibit “B-3” is a list in h e  
amount of $1,260,191 of payments by Gene BroWBMG for utility related 
expenses between 2000 and 2010. Attached as Exhibit “B-4” is a copy of pp. 
12-15 of WMSI’s response to the staff audit in this case which responds to the 
updated cash flow analysis by the PSC staff auditor. This provides a further 
explanation as to the Gene Brown/BMG funds that were used to subsidize the 
utility operations. 

5. Account 123. Please refer to page 7 of testimony provided by Mr. Brown where he 
asserts that “[tlhe value of the 100% ownership of “Brown Management Group, Inc. is 
in excess of the balance in Account 123. This was documented as part of the PSC 
audit of Account 123.” 

b. 

e. 

On what date was the value of the 100% ownership of Brown Management 
Group, Inc. Transferred to WMSI? 

RESPONSE: January 3,2011 

Please provide a detailed listing of all debt owed by Brown Management 
Group, Inc. at the time it was nansferred to WMSI, as well as the terms of the 
debt and the outstanding balance of the debt. 

RESPONSE: See Exhibit “C” attached. 

SUNDSTROM, FRIEDMAN & -0, LLP 
766 North Sun Drive, Suite 4030, Lake Mary, Florida 32746 
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f. Please provide a detailed listing of all debt dissolved, all new debt entered into, 
and all debt that has been refinanced by Brown Management Group, Inc. from 
the time of the transfer to WMSI to date. 

RESPONSE: See Exhibit “D” attached. This exhibit is through 12/31/11. 
Since then, BMG has refinanced the Citizens Bank $150,000 loan and several 
of the FMB loans, but there has been no overall substantial change in the 
balance sheet of BMG. 

6.  Account 123. Please refer to page 7 of testimony provided by Mr. Brown where he 
asserts that “[a] large part of cash for the utility came from the sale of assets owned by 
Brown Management Group, Inc. during the period addressed in Mr. Brown’s 
statement. For each sale, please provide the following information: 

a. 

C. 

d. 

e. 

f. 

g. 

The original cost of the asset: 

The amount of debt owed on the asset at the time of liquidation: 

The amount received in the sale of the asset (please break the amount out 
between cash receipts, dissolution of debt, other form of payment, etc.); 

The amount of gain (loss) realized at  the time of sale: 

The date of sale; and 

Identification of who or what entity the asset was sold to or uansferred. 

RESPONSE: The answer to this question is included in Exhibit “A” in response 
to No. 3 above. Brown Management Group was a sub-s corporation owned 
100% by Gene Brown. It was not a separate taxable entity and all the revenue 
and expenses flowed through to Gene Brown as the sole owner. 

7. Account 123. Regarding the value of the 100% ownership of Brown Management 
Group, Inc. uansferred to WMSI for the value of the balance of Account 123, please 
explain or describe: 

a. Please identify the documents associated with the transfer of 100% ownership 
of Brown Management Group, Inc. to WMSI. 

SmrRoM, FRIEDMAN & F w m ,  LLP 

766 NorthSun Drive, Suite 4030, Lake Mary, Florida 32746 



Ms. Ann Cole 
Office of Commission Clerk 
Florida Public Service Commission 
July 18,2012 
Page 6 

b. 

f. 

RESPONSE: Minutes of a joint meeting of the Board of Directors and Water 
Management Services, Inc. and Brown Management Group, Inc., Stock 
Certificate No. 2 and documentation filed with IRS as shown by Composite 
Exhibit “E.” 

Please identify who approved the transfer of 100% ownership of Brown 
Management Group, Inc. to WMSI. 

RESPONSE: Gene Brown 

Whether any independent audit, appraisal, and/or valuation of the assets of 
Brown Management Group, Inc. transferred to WMSI took place before or after 
the transfer, and if so, describe how and when that audit, appraisal, and/or 
valuation took place and by whom was it performed, and whether a report was 
attached to the audit, appraisal, and/or valuation. 

RESPONSE: No, there was no independent audit, appraisal or valuation before 
or after the transfer. However, Exhibit “E-1” is an explanation of the values on 
the BMG financial statement as of 12/31/10, just prior to the transfer. After 
the transfer, the $606,459 stock ownership in WMSI was merged back into 
WMSI as treasury stock and was no longer shown on the balance sheet of 
BMG. 

DOCUMENTS REQUESTED 

1. For each of these loans or cash advances [incurred by Gene Brown to keep Utility in 
operation], please provide all documentation detailing the loan or cash advance 
between WMSl and Gene Brown or any entity affiliated with Gene Brown. 

RESPONSE: See Exhibits “B-1,” “B-2,” and “B-3” attached. 

2. Regarding valuation of Brown Management Group, Inc., and Account 123. Please 
provide a copy of the following: 

a. all journal enaies made on both WMSI’s and Brown Management Group, Inc., 
books at the time the ownership of Brown Management Group, Inc. was 
transferred to WMSI; 

~UNDSTROhf, FRIEDMAN & W R O ,  LLP 
766 North Sun Drive, Suite 4030, Lake Mary, Florida 32746 
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b. 

C. 

d. 

e. 

RESPONSE: No journal enny was made in addition to those shown under 
Account 123. 

any business appraisals and/or valuations conducted by or for WMSI regarding 
the value of Brown Management Group, Inc. at the time of transfer; 

RESPONSE: None. 

any independent business appraisals and/or valuations conducted by or for 
WMSI regarding the value of Brown Management Group, Inc. at the time of 
transfer; 

RESPONSE: None. 

copies of any documents including the minutes of meetings where the transfer 
of Brown Management Group, Inc. to WMSI was approved. 

RESPONSE: See Exhibit “ E  attached. 

copies of any documents including the minutes of meeting with St. George 
Utility Co., Ltd. where the transfer of Brown Management Group, Inc. to WMSI 
was approved; 

RESPONSE: None 

copies of any documents submitted to St. George Island Utility Co., Ltd. or T. 
E. Bronson explaining or describing the reason or purpose of transfer of Brown 
Management Group, Inc. to WMSI; 

RESPONSE: None 

4. Account 123. Please provide a complete copy of Brown Management Group, Inc.’s 
Annual Reports and financial statements for the five most recent fiscal years. 

RESPONSE: See Exhibit “F” attached. 

%JNDSY’ROM, FRIKDhlAN & -0, LLP 
766 North Sun Drive, Suite 4030, Lake Mary, Florida 32746 
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If Staff has any questions, please feel free to have them contact me. 

Very m l y  yours, 

= MARTINS.FFUED 
For the Firm 

MSF/der 
Enclosures 

Cc: Mr. Gene Brown (via email) 
Mr. Mark Cicchetti (via email) 

SUNDSraOM, FTUEDMAN & FTJWERO, LLP 
766 North Sun Drive, Suite 4030, Lake Mary, Florida 32746 



EXHIBIT “A” 



BROWN MANAGEMENT GROUP, INC. 
PARTIAL LIST OF G.D.B. PERSONAL RESOURCES LIQUIDATED 

- .. . 
. .  _ _  Description .. ~. . .. Roceipt . . . Date 

.. Proceeds 
TO WMS 

.. 

- . ~ 

~ _____ 
. -- - . 

~ ... - .. . . _____.____ ....._..__..__ ~ 

~ . . . ~ .  .. . -. . . 

. ... 
O E N E N ' .  . .. -. .. . .. - 

08/18/04 
11/25/05 

- . . . . .. 
~ 02/12/09 . . . 9,000.00 . ... 

-. . . . . .. 02/27/08 15,000.00 
20,000.00 

. ~ .  08/27/10 42,000.00 
. . . . . ---...I_. 07/21/20 

" A " 



EXHIBIT “B” 



GENE BROWN I BROWN MANAGEMENT GROUP, INC. 
NOTES PAYABLE SCHEDULE 

6/30/12 

GENE 0. BROWN 
Regions Bank-Home Equity Loan 
Regions Bank-Flexline 1 
Regions Ban k-flexline 2 

I Original I Original 1 613012012 1 Interest I Maturity i 
Note Holder& Loan Number I Amount Date I Balance Due 1 Rate Date I Security 1 S+dtUS 

$15o.MM.OO 01/25/06 S148.298.Ml 3.25% Revolving House Current 
$20.000.00 07/11/00 $17.445.00 7.25% Variable Revolving Assets current 
$3O.ooO.00 1 I/2OlW $28.691.00 7.25% Variable Revolving Assets current 

c I I I I I I -. I 



WATER MANAGEMENT SERVICES, INC. 
GDBlAFFlLlATES RESOURCES + LOANS TO WMSl 

... SUMMARY 
. . .- 2010 $324;351.75 

- . .- 2009 276,'j83:2K . . . ~  

.. . ... 2008 162,371.a ~ ~ .- 
~. .- 2007 434,722.56 

114~,500.00 , 2006 ' -.--- . . . .. 

. .  .. ... 2005 41,500.00 . .  
316,218.88 

__ 
__ . . . .- 2004 . 

i .. .. . . . . - 

I .. . 

b 



WATER MANAGEMENT SERVICES, INC. 
GDBIAFFILIATES RESOURCES + LOANS TO WMSl 

b 



WATER MANAGEMENT SERVICES, INC. 
GDBlAFFlLlATES RESOURCES + LOANS TO WMSl 

b 



WATER MANAGEMENT SERVICES, INC. 
GDBlAFFlLlATES RESOURCES + LOANS TO WMSl 

I ....... 
2008 .. 

-. ....... 

11102l07 229,722.56 . . . . . .  

..................... . . . . . . . . . . . . . . .  
434,722.56 __--------__ -_______--__ ................. .- . - 

~ 

b 



WATER MANAGEMENT SERVICES, INC. 
GDBIAFFILIATES RESOURCES + LOANS TO WMSl 

I I I I I 

.............. . ........ .. 

. 41,500.00 _ _  .. -----------_ -_-__-______ 
~ , . ....... 

- ... ~. 
2004 

- ..... Rscslpt ._ Procesds 
To WMS 

......... ... 

- __I__ ___ _ _ _  Date 
%ions Bank-Home E 06/28/04 ..... 5,500.00 .. 
Reg(% Bank-Home Eq 10/26/04 

Regions Bank-Flexline2 -@mET.. 3,500.00 - 
...... Regions Bank-VISA Card _1!?!76104... . . . . . . .  
GDB pers loan ..... 05/14/04 100,000.00, , 

GS0 Coan#%07638-64 1 -_ 1/26/04 20.000.00 . . . . .  
Cipital One Card Advance 0 1/02/04 1,000.00 

1ii;ooo.oo 
GDB 401 k Disteriution 08/18/04 ......... 33,318.88 ~. . 

3,750.00 
Regions Bank-Fiexlinel - ~ 10/26/04 - 4.550.00 ....... 

3,600.00 

GSB Loan # 101 1550-50' 11/17/04 30,000.00 

___-.  . - . . . . .  

, -,.___ Les Thomas Loan ....... 06/30/04 _- 

..................... 
-. . .  ...... 

......... 316,218.88- ..... ... ------------ ------------ 

b 



WATER MANAGEMENT SERVICES, INC. 
GDBlAFFlLlATES RESOURCES + LOANS TO WMSl 

... . 

.. .. . .. .- 
. .. . .. .. . . .. 

.. . . - 

. 
. .  . .. . 04/20/10 

.. .. 
. .  



WATER MANAGEMENT SERVICES, INC. 
GDBlAFFlLlATES RESOURCES + LOANS TO WMSl 

- .  . 
.. . Receipt Proceeds 

1,500.00 
. 2,200.00 . . . .  

. . . .- 03/25/10 ____.- 2.500.00 . .... 
. 04/20/10 800.00 

10/27/10 '. 5,000.00 
- 

-~ 
-. . .. . ____-_____ ---- _ _ _ _ _ _ _  .. . ... .- 
- ..~. ------------ . . .. ..  

I 

.. 

. . . . 

b 



WATER MANAGEMENT SERVICES, INC. 
GDBlAFFlLlATES RESOURCES + LOANS TO WMSl 

i Receipt- Proceeds 
Date To WMS . ..~____.. OTHER LOANS 

06/30/04--$$i ,boo.oo 

11/26/04 20,000.00 . .  

02/04/08 29,000.00 . 

FMB BMG' Wcap Loan 06/22/09 50,000.00 .. 

FMB-Refinance Loan for RAF . .  03/04/10 
WMS Note.Rscaivable-BMG Various ~ .. 200.000.00, ~ -~ 

- 
.Les Thomas Loan - .- . 

100,000.00' - .  -_ 05/14/04 - __-. GSB Personal Loan 
GSB Loan # 1011550.50 .~ 11/17/04 30,000.00 
GSB Loan # 500763844 . 

Fib-Lot Loan 7 11/02/07 229,722.56 
FMB-Line of Credit 
FMB-$175,000 Loan - -  - 03/25/09 115,411.03 

19,500.00 

. .  WMS-Note Interest fro,m EMG Various 43,945.91 

b 



WATER MANAGEMENT SERVICES, INC. 
GENE D. BROWN LOAN PAYMENTS BENEFITTING WMS 

2 5.2 0 0.00 
0.00 



WATER MANAGEMENT SERVICES, INC. 
GENE D. BROWN LOAN PAYMENTS BENEFITTING WMS 

2,592.87 3,910.29 8,604.89 11.184.18 6.829.76 4.852.37 4.724.43 42.698.79 Regions Bank-15OK Home Equity Loan 
1,324.92 11.312.79 Regions Bank-20K Flexline Account 1,309.75 1,937.29 1.986.45 2,036.70 1.417.32 1.300.36 
2,051.00 18.062.41 Regions Bank-30K Flexline Account 2,070.34 3,021.75 3,080.02 3,338.72 2,445.33 2.055.25 

451.17 
4.617.87 

GSB Loan # 5007638-64 451.17 
FMB Bank# 9103920-60 2.727.42 1,890.45 
FMB Bank-# 9207374-71 (Lots) 2,550.00 26,933.55 25,815.32 20,656.37 75.955.24 
FME Bank-# 9102807-78 W p )  1,501.95 2,536.43 4,038.38 
FMB Bank4175.000 Loan 3/26/09 ' 8,137.60 7.055.45 15,193.05 
FMB Bank-Refinance above Loan for RAF 671.69 671.69 
Citizen's State Bank 2,872.89 2.872.89 
Guaranty National Bank # 001279371546 8.048.23 9,333.80 17,382.03 

7,000.00 14,000.00 11.621.91 8.672.25 2,651.75 43.945.91 WMS Note Interest from BMG 0.00 0.00 

GSB Loan # 1011550-50 100.52 1,010.63 1,549.16 685.22 3.345.53 

--____-- - ___ 

Les Thomas Loan 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 
Life Insurance Policy-1 0.00 
Life Insurance Policy-2 0.00 

~ 

16,849.13 21,555.38 22,220.52 I 33.794.82 49,247.87 52.335.10 1 44,544.93 240,547.25 =r-=-y=z== ==+------ =--------- =========-i =======E ===E===== - 

INTEREST 2004 2005 2006 2007 2008 2009 2010 [ TOTAL I ! I 1 1 I I 



WATER MANAGEMENT SERVICES, INC. 
GENE D. BROWN LOAN PAYMENTS BENEFITTING WMS 



GENE D. BROWNlBROWN MANAGEMENT GROUP COST RELATED 
TO ADVANCES AND PAYMENTS FOR BENEFIT OF WMSl 

(Not Included on WMSl 'Financial Records) 

I I I j 2008 2009 2010 

. .  

... 

.. . 

. ... 



EXHIBIT “B-2” 



WATER MANAGEMENT SERVICES, INC. 
GDB LOAN PROCEEDS TO WMS 

SUMMARY ____-  
_. . . 2 0 1  0 $166,351.75 

! -. 2009 . 252,783.28 

_. ~. . 2007 259,722.56 
. .  2006 114,500.00 

2005 25,500:OO 

- ..______ 
___. .. __ 

2006 .. . - 162.371.91 ._. .. .- 

- -  - 2004 __ 262,900.00 . -  

___ 
- . .--___ 

t:L: _.__- 

'I 9-2 I' 
Page 1 b 



WATER MANAGEMENT SERVICES, INC. 
GDB LOAN PROCEEDS TO WMS 

.. 2016 
Recelpt Proceeds .. 

- -  __ 

- Date .. .. To WMS' .. - 
Regions Bank-Home Eq . . , ~  03/25/10 . 4,500.00 
Regions Bank-Home Eq 04/20/10 , . ,- 2,350.00 
monsBank-HomeEq - . , _  10/29/10 10,000.00~ 
Regions Bank-Flexlinsl 03/25/10 _ _  2,500.00 . 
'Regions Bank:Flexlinel 04/2oiio ..... 1 .ooq,g 
Regions Bank-Flexlinel -. - -. 10/27/10 5.000.00 - . - , . 
.Regions Bank-Flexline1 12/30/10 1,750.00 __ 
w o n s  Bank-Fleiiini2 - . 03/25/10 f500.00 ,- 

Regions Bank-Flexline2 04~20!!0 aoo.00 .. ~ 

Regions Bank~Flexlipe2.. 10/27/10 -~ 5,000.00 _____ - 
Regions Bank-Flaxline2 12/22/10 1,800.00 , , 

FMB-Refinance Loan for RAF ' -03/04/10 19,500.00 ._ 

Chase Card Advance 04/26/10 3,500.00. ,. .. . .. 
WMS Note Receivable-BMG' 0- ,. 34 , 000.00 -. ~. 

WMS N o t e R & F 0 5 / 1 3 / 1 0 '  41,000.41). . ... 
WMS Note Receivable-BMG 05/25/10 20,000.00 

Chase Prozdian Advance o4i26ho - . . 3.500.00 . . - .- 

b 



WATER MANAGEMENT SERVICES, INC. 
GDB LOAN PROCEEDS TO WMS 

~. 

..... 

..~ ~- 
__ ..... 

. . . . . .  Regions Bank-Home Eq 
Regions Bank-Home Eq(1,lk) . 
Regions Bank-Flexlin_el_ 
Reglons Bank-Flexline2 
Regions Bank-ViSA Card 

.......... .... 
.. -~ 9nn7 

2006 ___. . .  
Receipt Proceeds ....... 

...._____I__ Date T o W M S C  . . . . .  - ~. 

11/10/06 _ _ ,  . ~ .  7,500.0Fp - 
11/10/06 . 8,000.00 .- 

I 111 om6 8,000.00 

.. 01/30/06 80,000.00 ... 
11/10/06 11,000.00 

.- 

b 



WATER MANAGEMENT SERVICES, INC. 
GDB LOAN PROCEEDS TO WMS 

. . .  -- 
~- . . 

~ 

. 

.. 2005 
ReGiit . Proceeds 

- Date 
Regions'-- - .  .________ otil03i55 
w o n s  Bank-VISA Card 
R e g i G s B a n k - F l e x l i n e l -  04/i7/05 

.... 11/28/05 

b 

To WP%-- .. 
. .  6,500.00 

5,000.00 
6,500.00 . 

Regions Bank-Fiexiinel 05/26/05 - I T '  

- . . - . . 

- . 
..................... 

. .  
- 2 ~ 8 2 ~ ~ o ~ o o  . . .  ...... .. -----__-___- - - --- - - - -- -_ 



WATER MANAGEMENT SERVICES, INC. 
GDB LOAN PROCEEDS TO WMS 

_ _ ~  . -~ .__ .. 
1,000.00 

_ _ . _ _ .  10/27/10 . 5.000.00 
. .__. - .- 04/20/10 -..__ . _ _ .  

12/30i?2i-- 1,750.0o - _-___ _.-- ~ _ _ _ . _  
~. - _____- $55,.l50.00 , _ L T O O  ____---_____ ----------_- - 

b 



WATER MANAGEMENT SERVICES, INC. 
GDB LOAN PROCEEDS TO WMS 

r I I I 
I .. - .- 

-. ToWMS . , 
I. ~ .' - 1 Rece Proceeds . 

-1,500.00 . .- 

I . I  "7'"L'"" I . -  .. 

.- I, 150.00 
8,000.00 

-__. 5,000.00 . . 

- 3,750.00 . .  
.. . 1,500.00 

2,200.-00 
.- 2,500.00 

. -  800.00 

. . .~____ . 

.- 

.. .- 

.~ 

. . .- 

- .- .. . 10/27/10 5,000.00 
.. . l,800.00 ,- . 

---_ ..__ .... _ _ _  .. - .. . . 
-. .. . .. .... 940,200.00 _.  $40,200.00 ___ -----------_ ---_-----___ 

. .. ~ . .~ .  . .~ __ . 

I -  +---c------t- __ 

I- I- 

b 



- .- '____ Receipt Proceeds 
TITHEROANS ~ . Date : TOWMS __ 

-__ GSB Personal Loan 05/14/04 100,000.00 
- Les Thomas Loan 06/30/04 . $111,000.00' 

.- GSB Loan # 1011550-50 11/17/04 30,000.00 - 
-. GSB Loan # 5007638-64 
FMB-Lot Loan 11/02/07 229,72256 
m-of Credit 02/04/06 29.000.00 

- 

- 11/26/04 .~ 2 0 m -  . . .  

8-2 
Page 7 b 



EXHIBIT “B-3” 



DATE DESCRIPTION 

PRIOR TO 2004, THERE WAS NO BALANCE IN ACCOUNT 123 
IN 2004, VARIOUS OTHER ENTRIES WERE CLEARED AND 
MERGED INTO ACCOUNT 123, INCLUDING THE FOLLOWING: 

2000, 
LEGAL SERVICES-GENERAL 
LEGAL SERVICES-WMS VS DOT 

2001 
LEGAL SERVICES-GENERAL 
LEGAL SERVICES-WMS VS DOT 

2002 
GOB PURCHASE OF CERT OF DEPOSIT FOR WMSI/DEP LOAN 
GDB PMT OF WMS CITIZEN'S BANK LOAN PMT 
LEGAL SERVICES-GENERAL 
LEGAL SERVICES-WMS VS DOT 

2003 
LEGAL SERVICES-GENEPAL 

2004 
05/28/04 GOB PMT OF WMS WORKERS COMP PREMIUM 
12/31/04 GDB PMT OF LES THOMAS ENGINEERING BILL 
12/31/04 GOB WATER CREDITS TRADED FOR LODGING RIGHTS 

LEGAL SERVICES GENERAL 

03/02/05 
03/29/05 
06/01/05 
06/24/05 
08/03/05 
08/12/05 
0811 2/05 
0811 2105 
09/30/05 
09/30/05 
09/30/05 
09/30/05 

09/30/05 
09/30/05 

09130m 

2005 
LEGAL SERVICES-PIPELINE PROBLEM 
GDB PMT OF WMS GSB-RAF LOAN 
GO8 PMT OF W S  HANCOCK BANK LOAN 
GOB PMT OF WMS GROUP INSURANCE 
GOB PMT OF WMS FMB- TRUCK LOAN 

GDB PMT OF WMS APT CONSTRUCTION-MCDANIEL 
GDB PMT OF WIS APT CONSTRUCTION-MCDANIEL 
GDB PMT OF WMS APT CONSTRUCTION-MCDANIEL 
GDB PMT OF WMS APT CONSTRUCTION-MCDANIEL 
GOB PMT OF WMS APT CONSTRUCTION-MCDANIEL 
GDB PMT OF WMS APT CONSTRUCTION-MCDANIEL 
GDB PMT OF WMS APT CONSTRUCTION-MCDANIEL 
GOB PMT OF W S  APT CONSTRUCTION-MCDANIEL 
GOB PMT OF WMS APT CONSTRUCTION-OQUINN 

GOB PMT OF W S  CD RE: DEP LOAN 

GDB PMT OF w s  APT CONSTRUCTION-VARNER 

AMOUNT YR TOTAL 

$26,000.00 
$18,000.00 

$44,OM).OO 

$22.000.00 
ol8;ooo.oo 

$40,000.00 

$250,000.00 
$13,567.16 
$44,000.00 
$70,000.00 

$377,567.1 6 

$46,117.95 
$45.11 7.95 

$703.76 
$34,920.W 

$396.72 
$44,000.00 

$80,020.48 

$48,000.00 
$6,224.03 
$7,260.53 

$593.26 
$672.30 

$165,000.00 
$3,000.00 

. $2,400.00 
$2,500.00 
$2,300.00 
$3,000.00 

' $3,000.00 
$3,000.00 
$1,800.00 
$4,700.00 
$3,a81.52 

1 



09/30/05 GDE PMT OF WMS APT CONSTRUCTION-ACE HDWR 
09/30/06 G08 PMT OF WMS APT CONSTRUCTION-HOME DEPOT 
10131/05 GDB PMT OF WMS APT CONSTRUCTION-MCDANIEL 
10/31/05 GDE PMT OF WMS APT CONSTRUCTION-MCWIEL 
i0/31/05 GDE PMT OF WMS APT CONSTRUCTION-MCOANIEL 
i o ~ i m s  GDE PMT OF WMS APT CONSTRUCTION-HOME DEPOT 

io /w05  GOB PMT OF ws APT CONSTRUCTION-ACE HOWR 

10/31/05 GDE PMT OF WMS APT CONSTRUCTION-CERT PLUMB 
10131/05 GDE PMTOF WMS APT CONSTRUCTION-COASTAL ELDG 

11/30/05 GDE PMT OF W S  APT CONSTRUCTI0N.MCDANIEL 
11/30/05 GOB PMT OF WMS APT CONSTRUCTION.MCWIEL 
11/30/05 GDB PMT OF WMS APT CONSTRUCTION-MCDANIEL 
11/30/05 GDE PMT OF WMS APT CONSTRUCTION-MCDANIEL 
11/30/05 GDB PMT OF WMS APT CONSTRUCTIONHOME OEWT 
11/30/05 GDB PMT OF WMS APT CONSTRUCTION.CARPETLAND 
11/30M5 GOB PMT OF WMS APT CONSTRUCTI0N.M. BROWN 
08/22/05 GDB PMT TO EMPLOYEE TO BE WM FROM PAY 
llR2M5 GOB PMTTO EMPLOYEE TO BE WM FROM PAY 
09/06/05 BMG PMT OF WMS INTEREST EXPENSE 

12/31/05 GDE PMT OF WAS STATE PARK PROJECT-INSURANCE 
12/31/05 GOB PMT OF LES THOMAS ENGINEERING BILL 
12/31/05 GDB WATER CREDITS TRADED FOR LODGING RIGHTS 

imim GDE PMTOFWMS STATE PARK PROJECT-SCRUGGS 

ZOO6 
LEGAL SERVICES-PIPELINE PROBLEM 

1/26RW6 GOB PMT FOR FURNISHINGS FOR WMS APTS 
1R6RW6 GDE PMT FOR FURNISHINGS FOR WMS APTS 
2/17/1006 GDB PMTTO EMPLOYEE TO BE WM FROM PAY 
2/22/2006 GDE PMT TO EMPLOYEE TO BE WIH FROM PAY 
5/22/2006 GDB PMTTO EMPLOYEE TO BE WM FROM PAY 
9tZ7/1006 QDB W T  FOR WMS CELL PHONE EATTERY 

1111Oi2008 GDE PMT OF CASH ADVANCE FEE ~ -~ 
12/31R006 GDB PMTOF LES THOMAS ENGINEERING BILL 
12/31/2006 GDB WATER CREDITS TRADED FOR LODGING RIGHTS 

2w7 
LEGAL SERVICES-PIPELINE PROBLEM 

1/12/M07 GDB PMT OF LES THOMAS ENGINEERING EILL 
1/23/2007 GOB WATER CREDITS TRADED FOR LODGING RIGHTS 

2008 
LEGAL SERVICES-PIPELINE PROBLEM 

4/16/2006 BMG PMT OF WMS ALLTEL PHONE BILL 
5/16/2008 EMG PMT OF WMS ALLTEL PHONE BILL 
9V/2008 EMG PMT OF WMS ELI ROBERTS GAS BILL 

9/14/2008 BMG PMTOF WMS ELI ROBERTS GAS BILL 
9R3/2008 GDB PMT OF WMS W E  SITE DEVELOPMENT 
1O/WW8 EMG LOAN TO WMS FOR BUILDING RENT 
11/512008 BMG LOAN TO WMS FOR BUILDING RENT 
1Z512008 EMG LOAN TO k M S  FOR BUILDING RENT 

12/31/2008 GOB WATER CREDITS TRADED FOR LOMjlNG RIGHTS 

2009 
3/26/2009 EMG PMT OF WMS PROPERTY TAX 
2127i2009 BMG PMT OF WMS FME BANK LOAN FEEBACKHOE LOAN 
2/12/2009 GDE PAYMENT ON FME BACKHOE LOAN . 
1i29/200¶ I N I W  DEPOSIT.GOE 

6/19i2009 REPAYMENT OF $85,000 LOAN AND CONTRIBUTlON 
12/31/2009 ODE WATER CREDITS TAADED FOR LODGING RIGHTS 

TOWARD DEP LOAN PAYMENT 

$2,596.99 
$6,658.94 
f3,500.W 
$2,35299 
$3.857.39 
$1,859.75 
$1,306.86 

5691.43 
f4.728.57 
fl.8W.00 
$2,180.54 
$3.57691 
$2,300.00 
$2,598.02 
51,500.00 
$2,000.00 

$24.50 
$24.50 
$16.25 

$21,000.00 
$2.000.00 

$45.360.00 
$353.66 

$369,780.94 

$48,000.00 
s2,6a7.50 

$21.49 
$100.00 
$24.50 
$24.51 
$42.99 
$99.00 

$3,600.00 
$332.22 

$54.93221 

$25,000.00 
$275.73 
$316.19 
$236.40 
$174.00 

$12,000.00 
$1,500.00 
51,500.00 
$1,500.00 

$338.65 
$42,840.97 

$1.246.87 
$480.99 

$9,000.00 
S I  11.30 
$337.75 



EXHIBIT “B-4” 



WMSI does not disagree with the auditor’s fmding regarding this issue, except as 
discussed in the utility’s response to Finding 4 above. 
FINDING 7:CASH FLOW ANALYSIS UPDATE 

Since this finding does not relate to an issue that is directly before the Commission in this 
docket, WMSI will provide only a cursory response at this time. Ifthis becomes an issue, W S I  
will provide a more complete and detailed response. 

The following points are offered at this time: 

(1) The PSC audit report confirms the balance in account 123, Investments in 
Associated Companies, that has consistently been shown by WMSI in its annual 
reports and general ledgers provided to the Commission. WMSI’s numbers were 
correct, to the exact dollar amount of %1,21S,07S. This balance includes amounts 
that were transfemd from other accounts in 2004, so it is really a balance of all 
investments in associated companies since WMSI was formed. 

(2) The PSC audit report also confirms the total revenue from WMSI ratepayers as 
shown by the utility’s cash flow audit and general ledgers provided to the PSC 
staff as part ofthis audit. The PSC audit report shows $1 1,639,415 in cash 
receipts from ratepayers during the 8 year period from 2004-201 1, including 
CIAC. The WMSI audit report and general ledgers provided to the Commission 
show $1 1,647,666 in cash receipts during the same 8 year period, including CIAC. 
The $8,251 difference is in miscellaneous fees and charges included in the WMSI 
cash flow audit. 

(3) The PSC audit report is based upon year end balances allocated into “operating,” 
“investing” and “financing” activities, but it does not show the deficits between 
ratepayer revenue and cash operating requirements during the 8 year audit period. 
The WMSI audit report is based on the same raw numbers, but it does show the 
operating deficits by comparing the total cash operating requirements with the 
total funds received &om ratepayers. Based on that analysis, the cash operating 
deficit was $7,133,292 for the period 2004-2010, and was $16,237,529 for the 
period 2000-2010, as shown by the audit reports previously submitted to the PSC. 

The PSC audit report does not indicate or suggest that the revenue from ratepayers 
was ever adequate to cover all utility operating cash requirements, or that any 
ratepayer funds were ever transferred to Gene Brown or any of his associated 
companies. That fact was confirmed by the WMSI audits based on the same raw 
numbers. Not only did W M S I  never have suffkient ratepayer revenue to operate, 
WMSI never received the earnings allowed by the Commission after 2000, when 
the State began tearing down the utility’s supply main to the island. WMSI’s loss 
ofPSC authorized earnings totaled ($633,506) between 2000 and 2010, as shown 

(4) 
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by the numbers in WMSI’s annual reports on file with the Commission which are 
summarized below: 

I I I I I I I I 

The PSC audit report shows $15,085,524 in cash receipts and $14,614,799 in cash 
disbursements from “Utility Activity” resulting in $470,725 of “Net cash for 
Utility Activity.” But that should not be taken as any indication that there was 
ever an excess of $470,725 in “net cash” from the rateuavera. Only $1 1,722,859 
of the $15,085,524 came from ratepayers. The other $3,362,665 came from loans 
personally secured by Gene Brown, including personal credit cards (which do not 
have to be repaid by ratepayers) or from other entrepreneurial activities of Gene 
Brown, such as an %800,000 damage settlement and the sale (and purchase) of 
certain other assets in which the ratepayers had no interest. These assets included, 
for example, two investment lots in Tallahassee that had nothing to do with the 
water company on St. George Island. The lots were purchased for $236,000 in 
2006, which included a $220,000 loan personally endorsed by Gene Brown. In 
2007, Brown Management Group bought the lots from WMSI for $480,000 by 
assuming and making the payments on the $220,000 loan and by giving WMSI a 
check for $229,723 at closing. As with many of the other transactions shown as 
“Utility Activity” in the PSC audit report, this investment lot transaction was a 
“Utility Activity” only in the sense that it involved property titled in the name of 

(5) 
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the corporate entity, WMSI. It was not a “Utility Activity” in the sense of having 
anything to do with rate stcuchire or the utility’s ratepayers. Accordingly, the PSC 
audit report should not be interpreted so as to indicate that WMSI ever had a 
positive cash flow Erom activities regulated by the PSC under its rate structure 
policy and procedure, or from revenue funded by the ratepayers as authorized by 
PSC rate case policy and procedure. 

A reader of the PSC audit report should also not assume that the reference to 
investments in associated companies (Account 123) reflects the net total of all the 
transactions by, between or among WMSI, Gene Brown and his associated 
companies. For example, the 123 account does not include the cash from Brown 
Management Group to WMSI under the $480,00 lot purchase referenced above. It 
also does not include the $200,000 paid to WMSI by Brown Management Group 
as referenced in table 2 of the PSC audit report. And it does not include the debt 
service paid on outside loans used to fund advances to WMSI. It should also be 
noted that the balance in account 123 did not just build up over the 2004-201 1 
time period. A balance of $240,306 was brought forward from another account as 
of 1/1/04, so the final 12/31/11 balance is actually from the inceptionof WMSI. 
The following is a more accurate summary of the net funds back and forth 
between or among WMSI, Gene Brown and his associated companies during the 
period from 1/1/04 through 12/13/10. 

(6) 

Funds to Associated Companies-Account 123 
Less: Misstatement of Beginning Balance-1/1/04 

Corrected Change in Account 123 Balance 
Less: Lot Purchase Proceeds 
Less: Note Payments 
Less: Note Interest Payments 

Actual Funds to Associated Companies 

Less: Personal Interest Payments on loans for funds 
advanced to the Utility 

Funds to Associated Companies-Adjusted 

$ 1,175,075 
1240.306) 

934,769 
(229,723) 
(200,000) 

43.946) 

S 461,100 

(196,602) 

$ 264,498 

But whatever the final number may be determined to be after a more comprehensive and 
complete audit, none of this has had any impact or effect on the rate structure of WMSI or 
its ratepayers. The company, WMSI, owns all of the outstanding stock of the associated 
company, Brown Management Group, which has a documented net worth in excess of the 
$1,215,075 balance in account 123, “Investments in Associated Companies.” 

(7) In the audit report issued by the PSC auditor on July 29,201 1, the auditor states 
that the balance in account 123 should be zero, and that all the advances to 
associated companies over the years should be netted out and put back into 

14 



account 145, “Accounts Receivable from Associated Conipanies” or account 146, 
“Notes Receivable from Associated Companies.” But that would require WMSI 
to violate the clear mandate of NARLJC, which provides in the instructions under 
account 146 on page 66 as follows: 

Items which do not bear a specified due date but 
which have been carried for more than twelve 
months and items which are not paid within twelve 
months from due date shall be transferred to 
account 123 -Investment in Associated Companies. 
(Emphasis added.) See Exhibit “K” attached. 

The instruction under account 145 on page 65 says: “See account 146.” 

The word “shall” is mandatory, and all advances to associated companies have been 
properly recorded in account 123, including those which were originally carried in accounts 145 
and 146, but which were not paid within one year. 

The reclassification of the 123 balance back into accounts 145 or 146 would also require 
WMSI to amend many years of Federal and State tax returns which have treated the funds 
represented in account 123 as equity, not debt, on the advice of WMSI’s tax professionals. This 
would cause havoc with WMSI’s tax accounting and would be unexplainable to the IRS and 
WMSI’s lenders. 

SUMMARY 

This entire subject of WMSI’s cash flow and account 123 is irrelevant to any issue 
properly before the Commission in this proceeding. Accordingly, W S I  will have nothing else 
to say on this subject until and unless the Commission enters an order which defines the precise 
legal issue involved in $!&&&ldocket, and the legal standard which either was or was not violated by 
WMSI. 

15 



EXHIBIT “C” 



BROWN MANAGEMENT GROUP, INC. 
BALANCE SHEET 
JANUARY 3,201 1 

ASSETS 
Cash In Bank 
Notes Receivable (4) 
Water Management Services, Inc. Stock 
Tower Lease Rights 
SGI Acreage 
SGI Condos 
Investment Real Estate -Mustang Drive 
John Knox Office Condo 

TOTAL ASSETS 

LIABILlTIES 
Notes Payable 

TOTAL LIABILITIES 

NET WORTH 

TOTAL LIABILITIES & NET WORTH 

$66 
498,836 
606,459 
250,000 
50,000 
288.000 ' 

120,000 
220,000 

-----_-- 
$2,033,383 __-_---_---- ------------ 

831,366 

$831,366 

1,202,017 

$2,033,383 



BROWN MANAGEMENT GROUP, INC. 
SCHEDULE OF NOTES PAYABLEIRECEIVABLE 

JANUARY 3,201 1 

NOTES PAYABLE 

CCB-MUSTANG DRIVE 
E.W. LAWRENCE 
FMB-TALQUIN LOAN 
FMB-CONDO LOAN 
FMB-WORKING CAPITAL 
FMB-OLD MAGNOLIA 
BB&T-MARIE CIRCLE 
CITIZENS STATE BANK 
CCB-COTTON PATCH 
ALLY BANK-CHEV TAHOE 

NFWD 
MCCORD 
JOHNS 
TAYLOR 

$70,315 
81,251 
14,999 
158.186 
27.851 
120,049 
93,091 
15o.ow 
80,209 
35,415 

NOTES RECEIVABLE 

$147,678 
102,103 
143,363 
105,691 



EXHIBIT “D” 



BROWN MANAGEMENT GROUP, INC. 
LOAN ACTIVITY 

JAN 3,2011 THRU 12Ki1l11 

I NOTES PAYABLE 1 01/03/11 I iu3ini j CHANGE I I PRlNPmS I INTPMTS I TOTALPMTS I I I I I 



BROWN MANAGEMENT GROUP, INC. 
SCHEDULE OF NOTES PAYABLElRECElVABLE 

DECEMBER 31,2011 

NOTES PAYABLE 

CCB-MUSTANG DRIVE 
E.W. LAWRENCE 
FMB-TALQUIN LOAN 
FMB-CONDO LOAN 
FMB-WORKING CAPITAL 
FMB-OLD MAGNOLIA 
BB&T-MARIE CIRCLE 
CITIZEN'S STATE BANK 
ALLY BANK-CHEV LOAN 
CCB-COTTON PATCH , 

$69,931 
71.484 
14,999 

158,146 
27,851 

120,049 
91,950 

150,000 
29,804 
76, I72 

NOTES RECEIVABLE 

NFWD 
JOHNS 
TAYLOR 



EXHIBIT “E” 



MINUTES OF JOINT MEETING OF 
THE B O W  OF DIRECTORS OF 

WATER MANAGEiiBi'TI SERVICES, INC. 
AND 

BROWN MAiiAGEMEiW GROUP, NC. 

A joint meeting of th; Board of Directors of Water Managkent Services, Inc. (WMSI) 
and the Board of Directors of Brown Management Group, Inc. (EMG) was held on Januqry 3, 

. .  
' . 2011 at1I:OOam. at250JohKnox~oad,Suite4,Taltahassee,FL32303.~ 

. .  

The p u p a e  ofthc meeting was to consider and resolve the issue of cash advances that 
were made from WMSI to BMG and Crene D. Brown between January I, 2004 and December 31, 
2010. These advances were treated as inveshnents in associated companies under account 123 of 
the NARUC system of accounts, which provides as followu: 

12.3. Investments in Associated Comuaniq 

A. This account shall  inchde the book cost,of investments in semities issued or 
assumed by associated companies'(See defjnition 5) and investment advances to 
such companies, including interest acmed thereon when such interest is not 
subject to current settlement Include also the offsetting entty to the recording of 
amortktion of d i s c o ~ t  or premium on interest bearing investments'(See account 
419 - Interest and Dividend Income). 

, B. The account shall be maintained in such manner as to show the investment in 
securities of, and advances to, each associated company together with full 
particulars regardipg any of such investments that are pledged. 

To resolve this matter for the benefit of all concerned, Gene D, Brown lransfened all of his right, 
title and interest in BMG, consisting of 1,000 shares, to BMG ON Jan- 1,201 1. To further 
resolve this matter, the Board of Directors of WMSI and the BoeTd of Directors of BMG have 
agreed to take the following actions, effective immediately: 

1. 

'2; 

All of the authorized capital stock of BMG, consisting of 100,000 shares, shall be 
h u e d  to W I ,  which ShaU become the. sole owner of BMG. 

The President of -SI is &cted to condug an int&al cash flow au& of 
account 123 and the overall cash flow of WMSI for the past 10 years, & January 
I, 2001, through December 31,2010, to determine the amount offinancial 
reso&ces contributed to W S I  by Gene Brown, his affilatcs and other third 
parties during such 10 year period as compared to.the financik resources received 
from WMSI's ratepayers during the same period. All amounts advanced under 
Account 123 to Gene Brown or any af6lia~ other than BMG shall be co&idffed 

'' 

as inve$ncnts toward the purchase of Gene Brown's stock in BMG! which is 'a . . .  . .. , . . . ,  . .  , 
. .  . . .  . . . .  



3. 

4. 

5 .  

“sub-s”corporation in which Gene D. Brown was the sole shareholder through 
year d d  2010. All parties recognize that this transfer of stock has the effect of 
terminating the “sub-s” status, and BMG shall so now the IRS witbin the time ‘ 

required by law. The i n t d  audit shall include a ‘“wttom-he” analysis &to d e  
net amount in Account 123 at 12-31-10 that is in excess of the amounts in 
Account 123 that represent benefits to WMSI. 

A m a r y  of the above-referenced internal audit shall be filed in the minute 
books of both WMSI and BMG as soon as such audit is compiete. The %ottom- 
line” net amount in Account 123. at.the end of 2010 shaU be &e consideration for ’ ’ 

the 100,000 shares of stock in BMG which is being t r a d ~ e d .  by thisBoard ’. 

action. 

The W I  Board and the BMG Board have d e t a i n e d  and agreed that the value 
of al l  the outstanding capital stock of BMO is in excess of the net amount invested 
by W I  under Account 123 through December 31,2010. 

The controller and the accountant for M I  shall be noti5ed immediately that 
Account 123 shall be used only as a &xed, balance sheet a c c o d  after December 
3 1,2010. The reference to  ‘%e.stment in Associated Compania” shall include a 
notation that it represents d e  ownership of 100% of the capital stock of BMG. 

There being no further business to come before the Board of Directors, the meeting was 
adjourned. 

Gene D Brown, Sole Dlrector 

& d L  
Gene D. Brown, indwidually and as 
hsident  of Wata Management Smces.  Lnc 
and Brown Management Group, Inc. 

. .. 
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BROWN MANAGEMENT GROW, WC. 
ILNCO~ORATED UNDER 'l[IIE LAWS OF TEE STATE OF ELORIDA 

TLD[s C X R m S  TBAT: WAmR MANAGEMENT SERVICES, IIYC. is hereby issued Or - r r -~  ' ' 
owand Shares (100,000) ffully paid and transferable only on the booh of the Corporafion by the holder L-. - yv,vv,a 

authorized attorney upon surrender ofthis CerGcate properly endorsed. 

7~A/b.d..* ' 

. .  

WlTNJBs WKEREOF, Uie said Corporation has caused this Certificate to be signed by its duly authorized offic 

1 its Corporate Seal to be hereunto e e d  this TrdLv nf 
0- 

SEAL 



Brown Management Group, Inc. 
250 John &ox Rd, Suite #4 

TalIabasseeFL 32303 

March 8,2011 

Revocation of S Election 
Under I.R.C. 1362(6)(1)@) ---- 

Memd Revenue Service Center 
Deparbnent of the Treasury 
Ogdm UT 84201 2 

Internal Revenue Service Cent= 
Atlauta GA 39901 

Gentlemen: 

RE:- Brown Mauagement Group, Inc. 
2.50 JohKnaRd,  S u b 4 4  
TallahassceFL 32303: 
FEI #59-30015860 -. 

The above COIporation hereby revokes its election made under Jntemal Revenue Code 
1362(a) t o  be treated as an S corporation. This revocation is bebg made by the 15“ day 
ofthe third month of the beginning ofthe coiporatiarr’s &x@le year and, accardingly, 
wiUbe.e&ctiveasofJanuary1,2011 (the~day,ofthecunentiaxableyear). 
Attached are CQOSEZL~S signed by shareholders who at the time. of revocarion owg more 
th& onc-half of the issued and outstanding of the corporation’s stmk.’The total 
number o f  shares of the carporation’s stock outstanding is 1,000. l’he attached cqsent is 
being made by the holder of al l  1,000 .shes. 

President Date 



Shareholder Consent t o  Revocation . 
of EleCtian Under I.R.C. 1362(d)(1) 

B~ownMauagement Group, hc. 59-3001586) 
250 John =ox Rd, Suite 4 
Tallah%& FL . I  32303 

The undersigned, a shareholder of Browd hlanagcment Group, Inc., hq&y consents 
pursuant to 1362(a)of the heal R m u e  Code to‘the revocation of-the corpomtion’s 
election to be treated as an S co~poratian for its tucable year beginning Januay 1; 2011. 

. .  . . . .  , .  , .  

Name of shareholdex Gene D. Brown 
Address of Shareholdex 250 John %ox Rd, Suite 4 

Tallahwee FL 32303 

IO No. of Shareholder: 263-72-2979 

No. of Shares of Stock Owned by All Shareholders at Time of Revocation: 

Gene D. Brom. Date, 

.. 

. .  . .  



EXHlBIT “E-1’’ 



At December 31,2010, the balance in Account 123 was $1,175,075, and thenet worth ofBrown 
Management Group waa $1,191,227, an excess of%16,152. The Brown Management Group net 
worth value was used as the value of all outstanding stock in Brown Management Group. That 
value is shown by the 2010 balance sheet which shows the following assets and liabilities: - 

$50,000 

S288JMO 



EXHIBIT “F” 



FILED 
Feb 27,2012 

2012 FOR PROFIT CORPORATION ANNUAL REPORT 
DOCUMENT# L43229 Secretary of State 
Entity Name: BROWN MANAGEMENT GROUP, I N .  

Current Prlnclpal Place of Buslness: 

250 JOHN KNOX ROAD 
SUITE 4 
TALLANISSEE, FL 32303 
Current Malllng Address: 

250 JOHN KNOX ROAD 
SUITE 4 
TALLAHASSEE, FL 32303 
FU ~ u m b ~ :  58JW1688 

Name and Address of Current Reglstersd Agent: 

BROWN. GENE D 
250 JOHN KNOX ROAD 
SUTlE 4 
TALLAHASSEE, FL 32303 US 
The above named entity submits this statement for the purpose of changing its registered offce or registered agent, or both, 
In the State of Fiorida 

New Prlnclpal Place of BUSlnQSs: 

New Malllng Address: 

cwiinoate of Smus Desked ( ) FEI Number AppUed For ( ) FEI NumW Not nppVcaMe I ) 

Name and Address oFNew Registered Agent: 

SIGNATURE: 
Electronic Signature of Registered Agent Date 

OFFICERS AND DIRECTORS: 
nib: PSD 
NSma: @8GWN, GENE D 
AddrSi*: 
CiIy-SbZlp: T A L W S E E .  FL 32303 

250 JOHN KNOX ROAD, SUITE 4 

1 hereby cerli that the information Indicated on this report or supplemenfal report is true,and accurate and tha! my electronic 

or trustee empowered to execute this report as required by Chapter 607, Fiorida Statutes; and that my name amears above. or 
on an attachment with aft dher like empavered. 

signature sha r I have the same legal eifect as I made under oath; that I am an dfwr of director of the corporakx or the rwiver 

02/27/2012 SIGNATURE' GENE D. BROWN PRES 
Eisctronic Signature of Signing OMcer or Director Date 



FILED 
Apr 20,201 1 

2011 FOR PROFIT CORPORATION ANNUAL REPORT 
DOCUMENT# L43229 Secretary of State 
Entity Name: BROWN MANAGEMENT GROUP, INC. 

Current Prlnclpal Place of Business: 

250 JOHN KNOX ROAD 
SUITE 4 
TALLAHASSEE, FL 32303 

Current Malllng Address: 

250 JOHN KNOX ROAD 
SUITE 4 
TALLAHASSEE, FL 32303 

FEi ~ u m b . r :  595001580 CE1 Number Applied For ( ) FEI Number Not bppllcabb ( ) CerHflolleoISIaI~. Dasir.d 1 1 

New Prlnclpal Place of Business: 

New Malllng Address: 

Name and Address of Current Reglstered Agent: 

BROWN, GENE D 
250 JOHN KNOX ROAD 
SUTIE 4 
TALLAHASSEE, FL 32303 US 

The above named entity submits this statement for the purpose of changing its registered office or registered agent, or both, 
In the State of Florida. 

SIGNATURE: 

Name and Address of New Registered Agent: 

Electronio signature of Registered Agent Date 

OFFICERS AND DIRECTORS: 

me: PSO 
Name: BROWN, GENE D 
Addsar: 
Cily-St-Zlp: TALLMASSEE. FL 32303 

2.60 J O W  KNOX R W  W E  4 

I nereby ceni that the information Indicated on this repon or supplemental report is true and accurate and that my electronic 

or trustee empwered to execute this report as required by Chapter 607, Flwida Statutes. and that my name appears amve. or 
on an attachment Hnth all other lib empowerad 

signahre sha 1 I have the same legal effect as ff made under oath. that I am an olficer or director of the CorpwatIon or the recewr 

SIGNATURE: GENE D. BROWN P 04/2oRo11 
Electronic Slgnature of Signing ORIcer or Director Date 



FILED 
Apr 29,2010 

2010 FOR PROFIT CORPORATION ANNUAL REPORT 
DOCUMENT# L43229 Secretary of State 
Entity Name: BROWN WAGEMENT GROUP, INC 

New Prlnclpal Place of Business: 

New Maillng Address: 

Current Prlnclpal Place of Business: 

250 JOHN KNOX ROAD 
SUITE 4 
TALLAHASSEE, FL 32323 

Current Mailing Address: 

250 JOHN KNOX ROAD 
SUITE 4 
TALLAHASSEE, FL 32303 
FEI Humbar: 594001586 Ceillflcate of Status Dalrsd ( ) FEl Numbsr Applkd Fw ( ) Fel Number Not AppOc(Lbls ( ) 

Name and Address of Current Reolstered Agent: Name and Address of New Reglstered Agent: 

BROWN, GENE D 
250 JOHN KNOX ROAD 
SUTIE 4 
TALLAHASSEE, FL 32303 US 

The above named entity submits this statement for the purpose of changing Its registered ofiice or registered a p n r  or both, 
In tha State of Florlda 

SIGNATURE: 

Escllon Campdgn Fhunclno TNGI Fund Contrlbutlon ( h 

OFFICERS AND DIRECTORS: 

Electronic Signature ol Registered kgent Date 

Tule: PSD 
Nams: 0RGM-4 GENE 0 
Address: 250 J W  CNOX ROM. SUTE 4 
atya-zip: TMWSEE FL 32303 

I hereby cell, that the informahon mdlcated on thqs report or su 

or trustee empowered to exectiie thls report as required by Chapter 607, F.orlda Statutes. and that my name appears above, or 
on an attachment wrth ail other Iih empowered 

lemental report IS true and accurate and that my elecuom 
sgnature sha r I have the same &el effect as if made under Oath%at I am an officer or dlreclor of the corpocstlon or the receiver 

o m m 1 0  SIGWTURE: GENE D. BROWN PO 
Electronic Slgnature of Signing OMcer or Director D0t6 



2009 FOR PROFIT CORPORATION ANNUAL REPORT 
DOCUMENT# L43229 Secretary of State 

FILED 
Apr 20,2009 

Entity Name: BROWN MANAGEMENT GROUP, INC. 

New Prlnclpal Place of Buslness: Current Principal Place of Buslness: 

250 JOHN KNOX ROAD 
SUITE 4 
TALLAHASSEE, FL 32303 
Current Mailing Address: 

250 JOHN KNOX ROAD 
SUITE 4 
TALLAHASSEE. FL 32303 
FEl Number: 59.3001588 

New Malllng Address: 

FEI Nwnbsr ApQ!M For ( ) FEI NunbsrNol Appp!kable ( ) C.rtlncalo of 81aluo Desked( ) 

Name and Address of Current Reglttered Agent: 

BROWN, GENE D 
250 JOHN KNOX ROAD 
SUTIE 4 
T A L W S E E ,  FL 323W US 

The above named entity submits this statement for the purpose of changing its registered offlce or registered agent, or both 
in the State of Fiorlda. 

SIGNATURE: 

Name and Address of New Reglstered Agent: 

Electronic Signature of Registered b e n t  Date 

Eloellon Campalan F k ~ c l n p  Trust Fund Contdbutlon ( ). 

OFFICERS AND DIRECTORS 
nus: PSD ( ) oeksa 
NaM: BROW. QENE 0 
A m s s  
aiysr-zb: TALWSEE. FL 3733 

250 JOffl  'KNOX ROW,  SUITE 4 

ADDiTlONSlCHANGES TO OFFICERS AND DIRECTORS: 

Til*: 
Name: 
Meiws: 
sty-si-zip: 

( )Change ( ) Addillon 

I hereby cadi that the information supplied with this fillng does not qualify for the exemption slated in Chapter 119. Florida 

electron6 signature shaii have the same lsgai effect as if made under oath; that I am an officer cf director of the corporation or 
the recerver or trustee empowered to execute this report as required by Chapter 607, Fionda Statutes; and that my name appears 
above, or on an attachment with an address, with all other like empowered. 

statutes. I fu x her certify that the Information indicated on this report or supplemental repod k true and accurale and that my 

SIGNATURE GENE 0. BROWN PSD 04120/2009 
Electronic Signature of Signing Officer or Director Date 



2008 FOR PROFIT CORPORATION ANNUAL REPORT FILED 
Apr 15,2008 

DOCUMENT# L43229 Secretary of State 
Entity Name: BROWN MANAGEMENT OROUP, INC. 

Current Principal Place of Buslness: 

3xI) COMMONWEALTH BLVD 
T A L W E E .  FL 32303 

Current Malllng Address: 

3200 COMMOMNWTH BLVD 
TALLAHASSEE. FL 32303 

New Prlnclpal Place of Business: 

250 JOHN KNOX ROAD 
SUiTE 4 
TALLAHASSEE, FL 32303 

New Maillng Address: 

250 JOHN KNOX ROAD 
SUITE 4 
TALLAHASSEE. FL 32303 

?El Number: 685001586 

Name and Address of Current Reglstered Agent: 

FEI Number Appkd For( ] FEI Number Not Applicablr ( ) ceruncate or status Desired ( ) 

Name and Address of New Reglstered Agent: 

BROWN, GENE D 
32W CWMONWWTH BLVD 
TALLAHASSEE, FL 32303 US 

BROWN. GENE D 
250 JOHN KNOX ROAD 
SUTiE 4 
TALLAHASSEE, FL 32303 US 

The above named entity submits this htatement for the purpose of changing its registered office or registered agenf, or both. 
in the State of mrMa 

SIGNATURE: 04115RM)8 
Elecmic Signature of Registered Agent Date 

Elacllon Campa!gn Plna~W Tnt.1 Fund Contr(bUtl0n ( ). 

OFFICERS AND DIRECTORS: 

nil.: PSD ( ) Delete 
Name: BROWN, GENE D 
Address: 32W CoMMoNWEALlH BLVD 
air-sap: TALWSSEE. FL 32301 

ADDITIONSICHANOES TO OFFiCERS AND DIRECTORS: 

nnb: PSD Go Chmoe ( )AMUon 
Noma: BROWN, GENE D 
Mdnss: 
Clty-sl-7.lp: TALINUSSEE, FL 32303 

250 JOtN W X  ROAD, SUITE 4 

I hereby certify that the information supplied wilh this filing does not qualify for the exemption stated In Chapter 119, Florida 
Statutes I further certify that the Information Indicated on this report or supplemental report is lrue and accurate and that my 
eieclron!c signature shall haw the same legal effect as if made under oath; that I am an officer or dlrector of the carporation or 
the recewr ar trustee empowerad to execute thii rem as requhd by Chap@ 601, F\orida Statutes; and that my name appears 
a w e ,  or on an eltachment with an address, with ail other lib empowred. 

SIGNATURE: GENE D. BROWN P 04/15/2008 
Eiectronlc Signature of Signing ORicer or Direclor Date 



BROWN MANAGEMENT GROUP, INC. 
BALANCE SHEET 
DEC 31,2007 

ASSETS 
Cash in Bank 
Note Receivable-NWFWD 
Water Management Services, Inc. Stock 
Commonwealth Commercial Lots 
Personal Property 
SGI Condos 
Investment Property-Mustang Drive 
Investment Property-Marie Circle 
Investment Property-Jackson County 
John Knox Office Condo 
Leasehold interest In Tower 

TOTAL ASSETS 

LIABILITIES 
Accounts Payable 
Note Payable-E.W. Lawrence 
Note Payable-Farmers 8 Merchants Bank 
Note Payable-Farmers 8 Merchants Bank 
Note Payabla-Farmers & Merchants Bank 
Note Payable-SGI Condos 
Note Payable-Gulf State Bank 
Note Payable-BB&T 
Note Payable-John Knox Condo 

TOTAL LIABILITIES 

NET WORTH 

TOTAL LIABILITIES a NET WORTH 

$40,143 
219,953 
600,000 
480,000 

67,000 
450,000 

55.811 
101,841 
32,242 

221,019 
360,000 

--._- 
$2,828,008 _______----- ________---- 

$28,701 
135,615 
40,667 

359,188 
100,650 
200,000 

91,878 
96,000 

169,975 __ 
$1,222,673 

1,405,335 



BROWN MANAGEMENT GROUP, INC. 
BALANCE SHEET 

DEC. 31,2008 

ASSETS 
Cash in Bank 
Notes Receivable 
Water Management Services, Inc. Stock 
Commonwealth Commercial Lots 
SGI Acreage 
SGI Condos 
Investment Real Estate 

John Knox Offlce Condo 
Leasehold Interest In Tower 

(Mustang Drive, Jackson County, OM Magnolia Road & EIlOuntstOwn HW) 

TOTAL ASSETS 

LIABILITIES 
Note Payable-E.W. Lawrence 
Notes Payable-Farmers 8 Merchants Bank 
Notes PayaMe-Capital City Bank 
M e  Payable-SGI Condos 
Note Payable-Gulf State Bank 
Note Payable-BB8T 

TOTAL LIABILITIES 

NET WORTH 

TOTAL LIABILITIES & NET WORTH 

118.654 
822,563 
161,000 
150,000 
60,233 
95,151 



BROWN MANAGEMENT GROUP, INC. 
BALANCE SHEET 

DECEMBER 31,2009 

ASSETS 
Cash in Bank 
Notes Receivable (4) 
Water Management Services, Inc. Stock 
Commonwealth Commercial Lots 
SGI Acreage 
SGI Condos 
Investment Real Estate 

John Knox Office Condo 
Cell Phone Leases 

(Mustang Drive, Jackson County & Blountstown Hwy) 

TOTAL ASSETS 

LIABILITIES 
Note Payable-E.W. Lawrence 
Notes Payable-Farmers & Merchants Bank 
Notes Payable-Capital City Bank 
Note Payable-SGI Condos 
Note Payable-Superior Bank 
Note Payable-BE&T 

TOTAL LIABILITIES 

NET WORTH 

TOTAL LIABILITIES h NET WORTH 

$250 
527,223 
600,000 

50,000 
288,000 

267,000 
220,000 
650,000 

4ao.000 

__-- 
$3,082,473 ------------ --_--------- 

100,559 
997,347 
159.379 
100,000 
23,793 
94,158 

$1,475,236 

1,607,237 

$3,082,473 
I============ 



BROWN MANAGEMENT GROUP, INC. 
BALANCE SHEET 

DECEMBER 31,2010 

ASSETS 
Cash in Bank 
Notes Receivable (4) 
Water Management Services, Inc. Stock 
Tower Lease Rlghts 
SGI Acreage 
SGI Condos 
Investment Real Estate -Mustang Drive 
John Knox Office Condo 

TOTALASSETS 

LIABILITIES 
Notes PayaMe 

TOTAL LIABILITIES 

NET WORTH 

TOTAL LIABILITIES EL NET WORTH 

$88 
498,836 
606,459 
250,000 
50,000 

288,000 
120,000 
220,000 

842,156 

$842,156 

1,191,227 



BROWN MANAGEMENT GROUP, INC. 
BALANCE SHEET 

DECEMBER 31,2011 

ASSETS 
Cash in Bank 
Notes Receivable (3) 
Autosnrucks 
Tower Lease Rights 
SGI Acreage 
SGI Condos 
Investment Real Estate -Marie Circle 
Investment Real Estate -Mustang Drive 
John Knox OWce Condo 

TOTALASSETS 

' LIABILITIES 
Notes Payable 

TOTAL LIABILITIES 

NET WORTH 

TOTAL LIABILITIES 8 NET WORTH 


