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B.EFORE THE FLORIDA PUBLIC SERVICE COl1t.U SS ION 

In re : Application o f ST. GEORGE ISLAND} 
UTILITY COMPANY , LTD. for increased ) 
rates and service avat l ability charges ) 
fo r water service in Franklin County ) ___ ) 

DOCKET NO. 871177-WU 
ORDER NO. :'!3 174 
ISSUED : 7-11-90 

ORDER DENYING REQUEST FOR RU,fASE OF 
FUNDS FROM ESCROW 

BACKGROUND 

On September l, 1988, St . George Island Utilit y Company. 
Ltd . ( St . George or utility} completed the minimum filing 
requirements for a general rate increase . A formal hearing wa s 
held r egarding St . George's application o n January 12 and 13, 

1989, in Apalachicola , Florida. 

I 

By Orde r No . 21122 , issued April 24 , 1989, thi s Commisston 
established i ncreased rates and charges for water servi ce . I 
Al so by Orde r No . 21122 , a·mong other findings, tne Commissi o n 
determined that t he quality of service p r ov1 ded by St. George 
was unsat isfactory, required St. George to make a number of 
physical improvements, wh ich included the construct o n of a 
third we ll, and o rdered it to place $1, 520 of each c o nnection 
fee c o llec t ed , which represent s the ditference between the 
previously approved and the currentl y approved servi c e 
availability and mete. ins allalion c harges, into a Commission
app r oved commercial escrow account. 

On June 26 , 1990, Staff received a c all from the utility 
r equesting the re lease of $ 24 , 500 to allow t he utility to 
purchase land for a third well site . The utility stated that 
the con tract fo r t he sale of land had been filed with the staff 
eng i neer assigned to t he case o n J une 21, 1990 and that before 
that staf f m-amber left on vacation on Junt! 22nd , a decisi o n 
would be made as to whether the Commis~ion would r elease funds 
in escrow t o pay for t h e l and. Upo n Staff ' s review of t h is 
contract o n June 26th, Staff determi ned that there were, in 
fact, two c-on tracts for t he sale of t he land . The fHst 
con tract was between Ronald Crum and Brenda M. Hicks and the 
second was between Ms. Hic ks and St . George Island Utility Co . 
The con t racts were dated Augu st 20 and 22 , 1989, respectively, 
and were to e x pire o n Novembe r 20, 1989 if t he deed had not 

been delivered . Bot h con tracts listed he pure! ase price as I 
$ 25 ,000, of wh ich a $500 depos1t was paid and t he remaining 
bala nce of $ 24, 500 was due on closing . Both con tracts had 
expired. 
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The utility further 1nformed Staff that funds had been 
transferred by wire to the new escrow accoun at Andrew Jackson 
Savings & Loan that would be suffic.1ent o cover the $24,500 
requested to be released. When que5tioned about the source of 
t he fu nds, t he utility responded by sta ing that the funds 
transferred w~re for the CIAC collecttons owed by third-party 
sellers of tap fees, and f com checks t hat had been held from 
prior CIAC collections and not deposited into the Apalachicola 
National Bank. Further, the ut1lity stated that no 
verificat1on by Staff was necessary of whether he funds were 
actually in the account on June 26th, s1nce the bank would not 
release any funds if thete was no money in the account . Staff 
i n formed Lhe utility on June 26th that there could be no 
release of escrow funds until the account balance had been 
verified, that a valid contract wa s submit ed to the Commission 
for review, and that the release was approved by the Prehearing 
Officer. 

By telephone on June 27th , Staff verifiec.. w1th Andrew 
Jackson Savings & Loan that money had in fact been wired to the 
u t i 1 i t y ' s account i n the a moun t o f $7 5 , 0 0 0 . T h bank a 1 so 
informed StC~ff that the source of Lhe wire was Fleet F1nancial 
Corporation i"l At lanla and that there was now J lh1 rd 
signatory, in additio n to Gene Brown and Steve Tribble, 
required to release funds from lhe escro,.1 account. Staff then 
requested to see a copy of the agreement which provided the 
funds to this account. The uti I iLy staled thal there was no 
contract for the purchase of the land since it was nego i a ted 
by telephone and that Staff could not review the agreement 
since it wa s not utillty business. In a subsequen elepho ne 
call, the utility stated thal there was no note for h e porL1on 
of the funds from Armada Bay Company, but t.he 1 e wa s a note 
related to the $41,040 rel ated to lhc third party sellers of 
t he CIAC charges . Upon request, the utility responded lhal the 
funds consi sted of the following: 

27 connection from brokcred SAC @ $1,570 

4 connections $1, 520 held in the form of 
checks not deposited into Apalach1cola 
Nat. Bank 

Armada Bay "Prepaid Escrow" 

Total 

$41,040 

6 , 080 

27,980 

75~00 

1 4 I 
I...J 
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Staff agai n requested to see a valid contract for sale of 

t he land and t he utility stated Lhat Lhere was no contract and 

only t he deed would be transferred. The ulilily offered thal 

t he Staff could witness the closing on June 28lh in 

Apalachicola to determine that the sale ;.o~ould actually take 

place. Additionall y, the cost was now only $ 22 , 500 insLc.!ad o f 

t-he o rig ina 1 $24, 500. Staff requested to sec a copy of the 

agreement of t he funds transferred but the utillLy responded 

t h at there were no l icns o n uti 1 i ty assets and that the funds 

were not debl Lo the utilily . The utility would noL allow the 

Staff to s ee the contract unless t he Commisston subpoenaed the 

document . The util1ty stJled that the StaCf was act1nq as an 

1mpedimenc to Lhe uliltly's aLLcrnpt to cornply wi h the 

Commission 's order . 

The Commission 's standard practice is o release escrow 

funds after documents supporting lhe tequesl have bee~ revi~wcd 

I 

by Staff . Upon discussions with the Prehcaring Officc>c, the 

Prehea r ing Officer decided thal since no docucre t LIOn wos 

availa b le for Staff to revi-ew , bul since it appcarcll lhc land I 
was necessary in order for the utili y to inslall t' hC third 

well for which a consumptive usc pcrrn1t had been recl ived, a 
modified procedure was necessary. Upon r ec"lPL of the 

signatu r es of the other t wo signatories to he escrow account, 

Staff would take pos session of the check drawn tr ~m he escrow 

accoun t, attend the closing, review lhe closing docum"nls, and 

release t h e check if all were 1n order . This procedure was 

commu n icated to and accepted by the utility on June 27 , 1990 . 

Two -;taff members dtd attend Lhe clostng in Apalachicola . 

Once t here 1t was learned tha the sale wa s nol between the 

o r iginal con tract parties . The oriq1nal seller remai ned the 

same but t he buyer was now A r mada Bay Company, not St. Geo r ge, 

as believ ed . When Staff learned o f this , the utility provided 

a copy of a lease/purchase agreement be ~een Armada Bay Company 

and St. Geo rgc , wh ich had been s 1gned but not da Le d . Staff 

read this total agreement and determined ha there were many 

areas of po t ential con flic wit h lhe lease/purc ha se . Further, 

Staff had not been auth0 11zed to release th~ funds for purcha se 

of t he l dnd by other than St. George . Sta(f lhen returned to 

Tallahassee wtth the cashter ' s check and redepos1 ed it into 

the utility ' s account at Andrew Jackson. 
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Subsequently, the uti lity contacted Staff urg1ng approval 
of the agreement as being a very good deal a nd better than 
a ny thing the utility could get elsewhere. When asked by Staff 
if the arrangement could be restruclur u so Lhdl Lhe land was 
titled to St . George , h e u ility responded "no." SLafC told 
the utility that its position would be relayed to Lhe 
Prehearing Officer for a determination. 

DECISION 

Upo n review of the documentation, appended hereto as 
Attachmen~ A, it does not appear that the arrangement to 
acquire the third well is a prudenl ma nagemenl decision. 
According to these documenls, customer contributions will be 
used to purchase land and to lease and/or purchase utility 
assets that will not be titled in the ulilily ' s nam~ This is 
not in the best inlerest of either St. George or ils 
customers. Our policy is "for the utilily to own Lhe land, or 
have uninlerrupled access to the land, o n wh ich its facilities 
are located. In a lease situation, the Commissior1 usually 
r equires a 99-year lease. This protecls the cuslome r s . The 
lease-purchase ag reemenl here raises many questions and 
concerns, such as: t he $ 24 ,000 managemcnl fee for t he first 
year; assignment to Armada Bay of $1,7 50 of each connec l ion fee 
received after July 1, 1991; the $ 200,000 valuati on by Armada 
Bay and St. George of the well-site and improvements since the 
support documentation shows $ 22 , 500 for the 1 and and $4 2 , 500 
for a ground storage tank; and why the uli lity rtd no simply 
purchase the land outright with the escrow money and obtain a 
l oa n or execute a developer ' s agreemenl since "pre-paid escrow" 
was available and parties were thus identifiable with whom a 
devel oper's agreement could have been execuLed. Accordingly , 
it s r equest for release of escrowed funds for the land for the 
third well is hereby denied. 

It is, therefore, 

ORDERED by Commissioner Betty Easley, as ?rehearing 
Officer, that the request by St. George rsland Utilily Company , 
Ltd. for release of $ 24 , 500, for land forth" t hird well 
required by Order No. 21122, i s hereby denied. 
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By ORDER 
Officer, this 

of Commissioner Be ty Easley, as Prehearing 

RJP 

11th day of Jul_v____ 1~90 

BETTY EAS Y, Co~ssioner and 
Prehear1ng Officer 

NOTICE Of FURTHER PROCEEDINGS OR JUDICIAL ReVIEW 

The Florida Public Service Commission is req uired by 

Section 120.59(4), Florida Statutes, to notify parlics of any 

administrative heanng or judicial review of Commission orders 

that is available under Sections 120.57 o r 120.68, florida 

Statutes, as well as the procedures and Lim~ limil~ Lhal 

apply. This notice sho uld nol be construed to mean all 

requests for an administrative hearing o r judictal review will 

be granted or result in the relief soughl. 

Any party adversely affected by this o rder, which is 

preliminary, procedural or 1ntermediate in nature, may 

request: l) reconsideration wilh i n 10 days pur suant to Ru1e 

25-22.038(2), Florida Administrative Code, if issued by a 

Prehcaring Officer; 2) reconsid ration within 15 days pursuant 

to Rule 25-22.060, Florida Administrative Code, if issued by 

the Commission; or 3) judicial review by lhe Florida Supreme 

Court, in the case of an electric, gas or telephone utility, o r 

the First District Court o f Appeal, in the case of a waler o r 

sewer utility. A motion foe reconsideration shall be filed 

with the Director, Division of Reco rd s and Repo rting, in the 

form prescribed by Rule 25-22 . 060 , Flortda Adminis trative 

Code . Judicial review o f a prellminary, rrocedural or 

intermediate ruling or order is available if (Cview o f the 

final action will not provide an adequate remedy. Such review 

may be requested from Lhe appropriate court, as described 

above, pursuant to Rule 9.100, Flortda Rules of Appellate 

Procedure. 

I 

I 

I 
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ATTAC!r.-XNT A 
PAge 1 oC 7 

Tht,; Aqr c <·tncut, '''Hit• a nrl untutcd I n t o thl1 __ day ot 

June, 1998, by lind bul w~e11 IIHMIIOA DAY COMPAN Y, a floc Ide 

cocpocatlon , LeRso r, (Ar tna tl l 0,1{1. llnd ST . GI:ORCC I SL\H D UT ILI TY 

COIIPIItl'( , t.TO. , o rlurl cll ltllllt,•·l J)•Htn.-rahlp, Los soo , 1St. 

WI rtlf.SS£rtl: 

I n const<loc3tl un ul th4' mutu•l .:u¥enant~ con tained hereJrt 

and Cor othe r q oo.J a 11cl ¥ a lu,blc con51dccottons , th~ parties aqree 

es Co llow11 : 

1 . Armada D~y hcruby lo a ~c• t o St . Goocqe the Col lowlng 

duac e lbcd propurtt: 

Lo t I, Blo.:k 9, oavt d 11 . B o w, t 1 tate1 , 
.odol ltton to thotpo i n t, flucld4 , a 
~ubd l~t ~ I OII ~ ~ per map o r plot thureo C, 
•r c.:c:or<lu•l In P1 4 t Uoull J, p4gc 4 o f the 
Publt.: R~.:u cds o l fe4nklt rt County , 
Fl ort.Ja . 

upon tho Co llowlnq teems a nd conditions : 

lal TERM: Thu tur1:1 o l tnla Lease shall be se¥en 171 

yoac1 cuo111onclnq July I , 1991 •nd ondlnq June 30, 1998 • 

(b) The rental ! o r the 

lbovc-dcscc I bed pro pur t y shctll !Jo Twe n ty EIC) h t Tho usa nd , One 

llundcad Ton Oollors ($28,1101 pee yea r Cor lavon years 

boq lnnlng July 1, 1991, pil yabll.l at tho rate o C Two Thousand, 

The oe ltundred Forty Two Col l.tell • nd Cdty cents per month 

($2,J42.SO I boqlnnlng on July 1, 1991, a nd cont i nuing to be paid 

oach conth thorcaCtur to and Including June I, 1998 . 

(c ) US£ OF PKE~~~~ Tho property will be used 

a a a docp well site to bo OJIOr at c d " ' 11n Int egral part o r the St. 
I 

Coorgo Island wat"r ay:H<'I11 whkh site shall Include •n 8" well, 

hig h 1pocd turbine p ump, so,aoo gall on ro s crvotr and o ther 

Improvements to be connt ruct cd by Armada Day as sot forth below. 

2. ~IIS~\!£.!.~~~f IHPROV£t11:111S;_ Wit hin one yur [roll 

dato, llrtla..la Bay will COtlt~l ruc t •n 8 " deup well on tho above 

do:~crlbcd prope rty In •l<'C Occlfano.:\1 wllh plctn• a nd lpecltl c a tlon• 

to bo prov ided by S t . Coo r go. Within tuch one year period , 
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ro•orvolr In accor1JM1.:o "llh the o •• tln9 contt ac.:t with Jack 

Within 1111ch ono yoer ponud, All~~~t ·h Da; -' Ill al10 ln•tell a hl9h 

•peed tur bine sorv1.:o pu1111 capoblo o l pro.Juclnq a wa ter flow o f 

not l o111 lh"n 6110 9allon11 pur •• l nvtu throvqh St. Coo rqo '• 

oal st l nq 8" wa ter llno to St. Courqu l el and, toqeth~r with 

certain other eppurt unanco• as uutallu.J In tho onqlneerlnq plan• 

and cpeclflcallon• by wayn" 11 . Colonoy, Con1ultlnq Enqlnoor f o r 

St. coorqe. Tho par tl os a ckno o~ lcdy • ld aqroe that '"I abovo-roforonced well alte and I mpr ov UlftOrltl have a value o 

$201 ,000. Of thl • to tal • Ul!l 1 St. C00190 Wi ll prov ide Ar111ada Ba y 

wi th S7S , OBO c a 1h to be paid ••~cd•~tely upon rolea1o o f 1uch 

f undi fr o11 tho oa.:row eccount to bo ostabllshod In tho name o f 

St. Coorqo I s land Utility Conpany , Ltd. Thu balanco o f tho colt , 

SI2S,800, will bo paid by Arrna.Ja Day •• tho lmp r ovomonta are made 

to t ho prope r ty ovor the no1t twelve oonths . Tho IIO nthly 

pa y11ont• o f S2,342.S8 r opro•unt a •avon yoa r aoortlza tlon o f su.:h 

$ 12S,t00 ca1h ru~uir oont at 14\ , 

) . ~!!UCTION HANACtHtNT f£t: AI con1ldo ra tlon ! o r 

thl 1 Loa1o Pur chaao Aqreomunt, St. Coor9o will pay Armada Bay a 

con1 truct lun a a na9c11ont foe o f 52 4 ,000 payable at t ho rate o f 

$2,000 per r~onth ! or tho nea t twelve months co111menclnq Jul y I , 

1990 and contlnulnq to be paid on thu flrat o f each =onth fo r the 

neat olovon r~onth• until tho total $2 4 ,eee roo I s paid In f u ll. 

4. ~!£. OPT I ON!. Upun tho 1u1 !ration o f thl1 Lease 

Purchaae Aqr eoment , St. Cco r90 Ahall have tho riqht to buy the. 

above-deacribod pcuperty and a ll l~prov~~ont• con1tructod thereon 

for tho 1ura of Onu Dollar ISI. OO I . St. George aay eaercl1e thl• 

optioo by 'living ArrutJa Bay thi rt y llll da ys written noti c e prior 

to the uplratlon o l tho loe so ; and Ar ru.Ja Day will lraraodlately 

_,_ 
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convoy thu lllb}I!Cl propt•c f _, nd \II 

ATTACIIMENT A 
Paqe 3 oC 7 

f"l 19 

IArc ~ve~ents to St . Ceorqe 

B•y tho 111u11 o f On~! Tho•IUind, Sovcn llun.Jced Fifty Ooll•r• 

l$1 , 758.881 fr om e1ch connec tl~n f ee whi c h It r eceive• after t he 

COIIIOUnce~ont Of payt.~ontl un.Jo:r thll le.lSC, lO•Wil! July I , 1991 , 

whi ch connection (,,._., wr l l be lppl leJ •s • pr epayment of the 

pr incipal ba l a nce n:~:~ s lninq on tho .- bovu ro.uu. nced l•• •o . When 

s a id connection f uo pey unt~ o r St,7Sil.Oil e.ar,, and t h" aonthly 

pay111ont1 of- $2 , HL SO c•ch h.lvo rcp••d to Acudo 81y the sum of 

Sl2S,eeo toqcthcr with int urorlt at 14\ !c o r.~ tho date of this 

l ea1o, Aroolla Bay will 9lvc St . Ccur~o wel lton not ice thlt •uch 

r epayment o C all prlnclpol and lnteruat ha• occurred, and St. 

Ceo r90 1holl t he r eafte r have thirty 1381 da ys wi thin whi c h to 

eaecc l•o It• option to purcha 1o tho property a nd all lmprover:~~entl 

for $1 as set Corth 1bovo. 

6. Oucln9 the term of th l • 

lea10 , St. Coor90 lh<llll ha vo CI ClUilVO p011011l0n O ( tho 

ebovo- dolcclbud pro perty a nd al l oprovo111enta t her eon, and 1ha ll 

bo ro1pon1lble Cor the ope rat ion a nd ntaln ten•ncc o C all 1uch 

IID8tl. St . Coo r9c 111holl al 10 bu re1ponslb l e fo r a nd 1holl pay 

11 1 co1t1 Incurred In re9ard to the poaaoaalon and opera tion o C 

the pruiiii&OI, •• well 4111 all propu rty tacol and 111011mcntt which 

~•Y bo lovled a9al nKt 1ald prnpor:y. AIIO, St. Ccor90 tha ll 

nalnt4ln l n11uronco covorl r111 tho premlaos, ncluc1l ng not los• then 

Slt0,888/ 5lll8,088 lloblllty cove roqo to ln1uro lho risk th<11t 

Ar~•d• 81y •ay hevo as lho loqal tltlu holder o C tho prope r ty. 

IN WlrH£SS WIIEAtOF, t ht' partlel h1ve 1l9ned thla t.e1 10 

Purch1so A9rcononl on tho day and ro• r flrat 1bove wr ltlen • 
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ST. Ct:URCt: COHPh~T Lf~SLANO UTIL ITt 
ll~:~ttl!tl,pact., 4 

rloctda ncrthtp 

1.0 IS uc c p t • f I o fllol c l I II , L lt:l 
o c ldalt•.P ., 

CtlltRAL ~tllEA ~ner1hlp 

.,,&~~--
• flucldlll co r •ntatlon, I nc 
Cono o. Br P0 stlon • • 

By: - ~~n, •• I ts Prea. 

L I urcOeve 0 • fl o c I ·' prnuut , Inc ua corpo ., 
Ccno o. Brow rat ion n , " ' Ita Pre• . 

I 

I 

I 
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JACK ET I I I~ J OCE T ,\ i\'K CO~ II' . \ ~Y , 1:\, 
C~t~-.f'l'lt r.A, "•'"""""'' •lttl I t t rii•H• 

RT. I , 110~ 5211. UHT CEVIlll!, flOIIIOA J2009 

~optonLor 19. 191; 

St. Oeorqo Island Utility Conpnnl . Limited 
)P.Z6 Killcnr:~ ::ou;--; 
Tallnhas~eo , Florida )ZJOJ 
Attn, 1-lr . Cene &rown 

The followl04 1~ a propo3al to rurniah and oroct one 50 , 000 cnllon 
steel sroun~ 3tora~e tnnk l.nclu~i~ foundations anJ piping ~t St. 
Coor &o Island , Plorl.da. 

Foundation~ to be designed afte r review or soil toot furni=hed by 
owner . 

rank will be :..'1.-.111 "Pr:-nvod an1 co ore! ~na ted ""' • h the j)n i:"'t sy" tf'n 
:ld ;po .:1!'1 ::at.ions c;u -:Hr.'!d in our ·u;r"'c,.,cn t for ~lie : ~0 , ;)00 
gallon SJ:hcre wa tor ~nnk. Gwn'!r "ill fur!'l i::ln ..,,:nor for te:a inq. 

Jack ~thri<!IJO Tllnk ,:ompll1ly , Inc. wl.ll rurniah our stMdard li::~il:; or in:;uran:c, l abor, ~nteri3l' an1 equi~nont to cr.npl nte hia 
project for a to:nl 01 )<) , )OC.CO (Fort:,· rhru :'hou:n.n':! :'lte 
Hu.,1red :.oll:lr::) . Our orlcc Include• 1ll en~;lntcorln' Jnd ~•nita tn ut ;,11 
local . •tate Jnd f~der~l ~ovr~rntJI r~"ulr~~rn t~ In lu•ltnr ~l nd·lo;,Jint JnJ or~ reout 
An nddltlcnnl u~ rlay:: will to need to :o:-rlote the ~o . ooo callon ~~c 
t'\."1!: "''ll- ~n~ .. -;,.-; .. 1 ... .,t>l"•!.r., ~;i,f' .,r bo•'' ::-~nlo::> 16( dn·:3 "'ft.or '7/ · 
~ ----··~' ,. • • - .... -~ .... : -- J_..., _; _ .... '""t"t-···-- .. _ ........... -·- ··· ·· - .... -· 

;: 7.~ U;lon •Jol:·:or,,- tJf tho t:u1.: ------------
~~ : - :o~~~nt:c~:-- -- -- ---------------------
.. ~ . , - tlr~n o::t,·:o ' .• m 1r o~r.! :!:!'1 ------ ----
.. ~·' - i\l:J;.:.:t;; ,j.;l~ ,..:~:1: •. 10 ·--------- -------
fotal 

Please 31p,n and re turn the 

- • 1• 
-~~'--'"""" ~ 

JSck ~thrldge~ ires1dent 

File 
tlOIIIIIT "A" 

----· _, ___ _ 

.... .J • • • .J. _~,; 
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UlfDA IW.OY, All Ofnttll Of 
0000 TITU toMPAJCY, IICC. 
, 0 lOX ::11. "'AI.AC>GCOIA. "' ;u,;o. _..,.,. tt .,.. .,...,... 
tlllllo---

~arranty Jaeed lSUIVIOh IOIJI -SIUtO~ Ul tl IS I 

11~11 lnbrnlurr. -... ""' ..J 8 ..... "90 lrlwrrn 

RONALD J. CRUH and SHIRLEY A. CRUM, hla w1!o 

•' '"' c......, •' f'rankl in • S•ete ef f'londa • • "·'"·· · 11'114 

h~~DA BAY COMPANY, a Florida Corporation 

. to. .. ....,.,._, ..-. ... 1o P.O. aox 1109, Tallahaaaee, Flor!da 32301 

Leon rlonda fl ..... . 

Wlln~l~tl~. T1oe1 oeo4 .,. ..... ~eo • .,. ... , .. ..4 ....... o1 '"' .... •' ---········· ···--·-·············· 

- ---·-·------· · ---···---------TEN(SlO.OOJ-------···-------·-··-·····- Oollooo 
erwl . ,..,,...., ,,_; ~ c•~ta.4tt...,_t ••.,.... o;t•~ t~~~~ ..._,...,.., .,, tM , ,,.t,, ,.._, '' .......,, • ...-u •el" .,_, .~, 

"-i..NwW~. het f41Mt illf. "''-o..ud oM ..W te ,..,, ...; ' ' '"'' ' ~ ,,,.,, , t tr-t ~t t eA4 ,,.,. .. , .,. , "' '· lht ..... •t ti.to(.f._., "-"1 • .,.._..,, , ._,..,.. .... -.....,. ~ Franklin C.w-· , , .,...,. ...... 
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