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• 
CAll BA<:!CJIOQJD 

Indiantown Coapany, Inc. (I·ndiantoYn, utility, or Soller) ia 
a Claaa B utility Yhich provides water and waatowatar aorvice in 
Martin County. According to the utility'• 1996 Annual Report, it 
servoo 1,685 water cuatoaora and 1,549 waatowator custoaors. In 
1996, tho utility had annual operating rovonuea ot ~466,000 and 
$511,000 tor wator and waatowator, roapactivoly. Alao, tho utility 
had a net operating inco- ot $47,000 tor Yater and a not operating 
lose ot $45,000 t or wastewater. Tho utility'• facilities conoist 
o f ono water troataont plant, ono water transaisaion and 
diatribution ayat .. , one waatewater treataont plant, and one 
wastewater collection syate•. 

on Kay 9, 1997, Indiantown filed an application for transfer 
o f majority organizational control ot I ndi antown to Poateo, Inc. 
(Poatco or Buyer.) Tho utility'• l.'pplication waa found to be 

deficient. Tho doficioncioa were corrected on July 11, 1997 . 

Section 367.071, Florida statutoa, statoa in part that no 
utility ehall tra.nafar ita aajority organizational control without 
approval of the eo .. iaaion. Staff haa reviewed tho Stock Purchase 
Agreement and haa found that although tho partioa have coao to an 
agreement on the aale of the atoclc, t he o!ficlal closing ill 
contingent upon tho approval of tho co .. iaaion. The following is 
staff's reco-ndation regarding tho utility's roquoat to transfer 
majority organizational control. 
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DIICUIIIOW Of IIIRJI 

IQBQI 11 Should the name changes and transfer or aaaeta and 
majority or9anizational control requested by Indiantown co=pany, 
Inc . be approved? 

R~''PATIQI! Yea. The na .. change ot Indiantown Coapany, Inc. 
to CPC Parent, Inc. should be approved. Alao, the tranat4tr ot 
wator and wastewater aa .. ta from CPC Parent, Inc. to ita eubeidiary 
ICO Entorprieea, Inc. ehould be approved. Additionally, the 
traneter ot aajority orqanizational control or ICO Entorpriaee, 
Inc. to Poatco, Inc. should be approved. Finally, the naae change 
ot ICO Enterpriaea, Inc. to Indiantown Coapany, Inc. ehould be 

approved. The utility should tile a copy ot the certi ticatoe or 
other docuaente issued by the Oepartaent ot State ehowing ita 
acceptance ot the utility'• name changes, and an executed and 
recorded copy ot the warranty deede, within thirty days or the 
ia1 .Jance date ot the Order granting the cart it icate. (GOLDEN, 
REOEMANN) 

S'l'AU Alll\,LXIII& Tho application ia in coap' lance with tho 
governing statute, Section 367.071, 1lorida &tatutea, and othor 
pertinent atatut.. and a~inistrative rulea concerning an 
application for transfer ot aajority orqanizational control. The 
application contains checke totaling $4,500, which ia the correct 
tilinq tee pureuant to Ru l e 25-30.020, Florida Adlliniatrative Coda. 
However, the utility hoe proposed two name change• and an aeeet 
traneter in addition to the etock traneter. Therefore, at atatt's 
request, the utility also provided additional into~tion rogardinq 
the name changes and asset tranator. 

Indiantown currently operate• the utility's water end 
wastewater tacilitiea, along with an unregulated qarbege/ret'uao 
buaineaa and developaent land vhich ia not aaeociated with any 
utility service. Additionally, Indiantown has two telephone 
subsidiaries; Indiantown Telephone System, Inc. (Telco) and Arrow 
Coamunicatione, Inc. (Arrow). 

Indiantown'• co-on etock ia currently owned by two u.s. 
corporations and tvo individual• vho are foreign nationale. The 
outstanding portion or Indiantovn'e preten·ed etoolc ie owned by one 
ot tho individual• aentioned above. The ~toolcholdere plan to sell 
all ot the etock ot the water ard waetewater utility, 
garbaqe/retuee buaineee, and telephone eubeidiariea to Poetco. 
Ind.iantovn vill retain ovnerenip ot th• developaent land and 
continue operation ot ita non-utility related buein••• tunc tione 
following the stock traneter. The co .. iaeion hae already 
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acknowledged the tra nsfer of controlling stock interest of Telco 
and Arrow to Postco in Dockets Nos . 970553-TP and 970554-TP . 

Under rndlontovn's current corporate structure, the assets or 
the water and wastewater utility, 9•rbagatretuae business, and 
dovolopaant l and a r e coabined under one coapany. Because 
Indiantown will r etain ownership ot the devel opaent land, tho 
Seller believes it will be beneticiel to segregate the assets of 
tho water and wastewater utility into a separate coapany prior to 
the stock transfer. The utility has proposed takinq the following 
steps to coapleta the stock transfer. In order that the naae ot 
tho water and vaatavator utilit:ar aay remain the same, I ndia ntown 
wil l sell the right to uao the Indiantown Coapany noaa to Poatco. 
Indiantown will then chan9e ita name to ere Parent, Inc. (CFC 
Parent) and vill create two nev aubaidiariea naaad ICO Enterprises, 
Inc . (ICO Enterpriaea1 and ICO Sanitation, Inc. (ICO Sanitation.) 
The voter, vaatevater, and garbaga collection assets held by CFC 
Paront (toraarly Indiantown) will be t r ansferred to tho t wo new 
sui 'Jidia.riaa. The vater and wastewater assets will be transferred 
to ICO Bnterpriees, and the garbage/ref use assets will be 

transferred to ICO Sanitation, through a tax-tree transfer which 
wil l allow the assets to retain their same value after the 
transfer. ere Parent will retain the devolopm..,nt land andl any 
other non-utility assets that it holds and be9in operating under 
the noaa ere Parent. 

Upon coapletion ot the nama chonqa and corporate 
reorganization, the aajority organizational control ot ICO 
Enterprises a nd ICO Sanitation will be transferred to Postco. 
Postco will then change the noaa ot ICO Enterprioea bac:k to 
India.ntovn and continua to operate the water and wastewater ut i lity 
undcar the nalM Indiantovn. All ot these steps will be perforced at 
cloainq and should be co.~apleted in a aattor ot hour s or a tow days 
at the moat, resulti09 i n a aaomless transfer from the perspective 
of the utility• cuatoaers. 

Regarding the noaa changes, the utility has stated that the 
reason tor the two name changes is to prevent the cuatoaers trom 
experiencing a chango in the utility's name or any other aspect ot 
their service as a result or the stock transfer. Additionally, 
this will eliainata the need for the utilitr to tile a new taritt, 
and chanqe ita letterhead, business cards, and directory listings. 
Rule 25-30.0J9(2)(e), Florida Adainistrat1va Code, requires in part 
that an application tor name change inclJde a statement that tho 
ownership and control or the utility and ita asaets will not changa 
under the propoaed noaa. The utility has provided a atoteaent that 
the ownership and control ot the utility will not change as a 
reaul t ot the change in naae from Indiantown to CFC Parent and 
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addition of the two subeidiariee; ICO Enterpriaee and ICO 
Sanitation. Similarly, after the tranater o r aajority 
or9ani~ational control ia coapleted, the ownarahip and control of 
the utility at that point will not chonqe when the utility'• new 
name ot ICO Enterpriaea ia oh~nqed back to Indiantown. 

Rule 25-30.03S(2)(e), Florida Administra tive Code, requirea 
that an application tor noae chanqe include a copy ot the 
certificate or other docuaent issued by the Daparta~nt of State 
shovinq ita acceptance of the utility'a new naae. Becauae the 
utility will not proceed with the propoaed naae chan9•• unleaa the 
Commission approvea the requeat to tranater majority organizational 
control, the utility haa not yet obtained the required 
docuaentation froa the Dapartaent of Stdte. However, the utility 
haa co .. itted to providinq this dOCUIIentation, alonq with any 
documents required by the Coamiasion, upon coapletion of the stock 
transfer. 

Reqardinq the tra"Ufer ot the water and waetowatar aaaets froa 
CFC Parent to ICO Ente.rprisea, the utility haa atated that it 
believes the aeqreqe.tion of the regulated asaeta into a discreet 
corporate entity will allow the utility'• atock to be purchased 
wi~~ut affecting the valuation of the aaseta, or oreatinq adveree 
tax implications tor the Sellora, Buyer, or cuatoaore. The utility 
has stated that the aaaeta will not be ao'd durinq thia 
transaction. The utility propoaes to transfer the ~sseta fro• the 
parent coapany to the newly toned aubaidiary throuqh a tax-tree 
oxcban9e, thereby allowing the esaots to r etain their aaae value. 
l\11 of the atocl< of CFC Parent, ICO Enterpriaea, and ICO Sanitation 
will be owned by the aaaa stockholder• who currently own 
Indiantown'• atocx. Therefore, ovnerahip and control ot the aaseta 
will be the aoae before and after the noaa chanqe and tranafer of 

assets from CFC Parent to ICO Enterprises. 

The utility has stated that tho oaset tranofer ia in tho 
public interest bacauae it ia one ot the etepa neceaaary to perait 
a seomlesa tranater of aajority orqanizationel control, and to 
insure no change in rate base, rate.s, or the utility'a noaa. After 
tho transfer, the water and vaatewator aaaota wi ll be in a 
corporation which ia oolely i n tho buainoss of providinq water and 
wastewater service. The utility has atated that upon coaplotion of 
tho stock tranafer, ICO Enterprisea, under the naae Indiantown, 
will have ita own aet of booka with aaaeta recorded at the aaae 
valuation as presently shown on the utility'a booka. 

The utility he• not yet provided evid•nce that the utility 
owna the land upon which the utility'• facilitiea are located aa 
required by Rule 25-30.037(3) (1), Florida Adainiatrative Code. 
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However, the utility has provided copies of unexecuted warranty 
deeds. The land upon which the utility facilities are located ia 
currently included within a much larger description of the land 
owned by Indiantown . Aa diacu11aod above, Ct'C Parent (foraerly 
Indiantown) wtll retain ownarahip of the developaant land. Only 
the portion of land upon which the utility facilitiea are located 
will be transferred to ICO Enterprises by CFC Parent. Thererora, 
it will be necaaaory for the utility to prepare new warranty deeds 
repreaentinq those parcels of land. The utility has stated tho new 
warranty deeds will be executed and recorded upon approval of the 
stock tranafer by the C:O..iaaion. The utility has aubllitted a copy 
of the draft warranty deeds, and will a~it a copy of the executed 
and recorded warranty deeds to the co .. iaaion upon coaplotion of 
the stock transfer. 

In addition, the application contains proof of compliance with 
the noticing provisions set forth in Rule 25-30 . OJO, Florida 
Administrative Code, including notice to the customers of the 
sya':ea to be transferred. No objections to the notice of 
apJ~ication have been received and the time for filinq such has 
expired. A description of the territory served by the utility ia 
appended to this aamorandum aa ~ttachaont A. 

Mr. Robert K. Post, Jr., formed and ia tho sole officer of 
Poatco. Additionally, Kr. Post 1a tho current Proai~ent of 
Indiantown, and has aanagod Indiantown and ita subsidiaries Cor the 
last six year a. The arplication states that the transfer of 
majority organizational :ontrol is in the public interest because 
tho new corporate owner (Poatco) is totally owned by tho present 
Hanaqer and President of Indiantown. The transfer will result in 
ownership and aanaqement of the utility beinq the same, which will 
penait faster response to decisions relatinq to capital 
expenditures and policy aatters. Additionally, the Buyer has 
sufficient capital to assure the continued availability of adequate 
and reliable water and wastewater service to the utility's 
ousto:Ders . 

The application contains a statement that the Buyer will 
Cul fill the co-.itaanta, .>bliqationa and representations of the 
Seller with reqard to utility aatters. ICO Enterprises, under the 
name I ndiantown, will continue to furnish water and wastewater 
ccrvice pursuant to the authority granted by the comaiaaion, and 
under the salle tariffs now on file IJith and approved by the 
Co=-iaaion. Also, the utility vill continue to be aanaqed and 
operated by the aa.e people who are curraz tly aanaqinq the utility. 
F'urther, all relationships with custoaera and developers with 
regard to aattera such as customer deposita and developer 
agraamonto vill reaain as they ware before the transfer. 
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Reqardinq the Buyer's technical ability, as discussed above, 

the Buyer has been responsible fot managing the utility for the 
last six years. The application atatea that the ayateaa are in 
aatiafactory condition, and there are no outatandi;,oi violations or 
consent orde.ra with the Department of Bnvironaental Protection 
(DEP.) Alao, the ayat-s are not in need of any repairs or 
improvoaent• which are not alroedy planned or under construction. 
Staff has contacted the D!:P and learned that tnere are no 
outstanding notices of violation. 

Regarding the Buyer's financial ability, aa discussed above, 
the application states that the Buyer haa suffic ient capital to 
assure the continued aveilaQility of adequate and reliable water 
and wastewater a.rvice to the utility's cuatoaers. The application 
contains a copy of the Subsidiary Stock Purchase Aqroeaent 
(Aqreeaent) which includes the purchaae price and teraa of payaent. 
Accordinq to the Aqr.,oent, the purchase price of the water and 
wastewater utility stock is $1,280,000. The stock will be 
purchased with a si1'19le cash payment. Staff haa reviewed Kr. Post's 
pe,·aonal finencial atate.ent and deterained that he has sufficient 
fi .ancial ability to purchase the utility's stock and ensure the 
continued operation of the utility. 

Baaed on the above, staff believes the traa.afer of aajority 
organizational control of Indiantown Coapany, lnc. to Poetco, Inc. 
is in the public interut end should be approved. Therefore, staff 
recommanda that the naae change of Indiantown Company, Inc. to CFC 
Parent, Inc. should be approved. Also, the transfer of water and 
wastewater assets froa CFC Parent, Inc. to ita subsidiary ICO 
Enterprises, Inc. should be approved. Additionally, the transfer 
of aajority orqanizational control of ICO Enterprises, Inc. 'tO 

Postco, Inc. should be approved. Finally, the naae change ot I CO 
Enterprises, Inc. to Indiantown coapany, Inc. should be approved. 
The utility should bo required to file a copy of the certificates 
or other docuaenta iaaued by the Department of State shoving ita 
acceptance of the utility's na11e changes, and an executed and 
recorded copy of the warranty deeds, vithin thirty days ot the 
ieeuance date of the Order qrantinq the certi fi cate . 
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IIC, 

KU.Tu coVlfTX 

tD!JtoBX p•acaxnxo• 

Townehip 39 south, Ranqe 38 East, Hartin County 

All of Section 22, South of State Road 710 R/W 

Section 25, The south 1/2 

section 26, The West 1/2 of the South 1/2 

All ~t Section 27, South of State Road 710 R/W 

All of Section 34 

All or Section 35, south of State Road 710 R/W 

All of Section 36 

Townehip 40 South , Ranqe 38 Eaet, Hartin county 

section 1 

The North 3/4 of the Eaet 1/2, the East 1/2 of tha North 1/2 
ot the West 1/2, and the Wut 1/2 of the North 1/2 of tha west 1/2 
lyinq North of Weet Fara Road. (Weet Para Road can ba described 
approxiaately ae f ollows: Fro• the Northeast corner ot eald eectlon 
Run 3,309 feet South alonq the East line to the intereectlon of 
West Para Road; thence North 86° Wut alonq aald road a dietance of 
1,095 teet; thence North 59• Wast a dlatence of 3,017 teat; thence 
North 77• Waet a dietance of 1,338 feet to the intereeotlon of eaid 
road with the Weet line of said section. Thie point oleo being 
1,314 teet South of the Northweat corner of •~1d eection.) 

Tovnahip 40 South, Ranqo 38 !aet, Hartin County 

Section 2 

The area lyin9 North of Weat Farm noad. (West Para Road can 
ba described approxiutely as follows: Froa the Northeast corner of 
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eaid eaotion run South alonq tho F~et Section line a diatanca ot 

1,314 teet to the intersection ot W••t Para Road; thence North 77' 
Weet a diatance ot 1,241 teat; thence North 61• Weat a diatance ot 
2,093 teet to t~e interaection ot the North line ot aaid aection. 
Thia point alao beinq 3,090 teet Waet ot the Northaaet corner ot 
aaid section.) 

Tovnahip 39 South, Ranqe 39 Eaat, Martin county 

All ot Section 33 

Section 31, The South 1/4 

Tovnehip 40 South, Range 39 East, Martin county 

All ot Section 5 

All ot Section 6 

All ot Sactiona 4, 7, 8, 9, North o r the St. Lucia cana l R/W 
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IBBDI 21 Shou.ld rau baso ba established? 

• 
BIGQKK'JP\TIQir Yes. Rate base should be established as $105, 458 
tor the water systea and $511,793 tor the wastewater systea as ot 
Doceaber 31, 1994. (COLDEN) 

BTAfl apx.JIII a The establishaa.nt ot rate bua ie not nonaally 
conducted when the transfer involves the sale ot stock. Stock is 
publicly traded and its price bas no raqulatory raletionship to a 
utility's established rata base.. In addition, stock salas :nd 
purchases have no i-ediata attact on a utility's assets and 
liabilities. However, as discussed in Iasua 1, the Saller has 
proposed transferring the utility's assets to a newly tor-mad 
subsidiary prior to sellinq the utility's stock. Therefore, staff 
beli•vea it is appropriate to establish rata base tor that portion 
ot t .e transaction. 

Indiantown's rate base vas last established by Order No. PSC-

96-0657-POP-WS, issued Kay 10, 1996, in Docket No. 960011-WS, which 
vas an ovarsarnincJs investigation. The utility has stated that no 
adjustaents have bean or will be souqht prior tc. closinq . The 
utility acknowledges that there are soae changes reflected on the 
utility's 1995 and 1996 Annual Reports as a result of depreciation 
and ClAC, and tl•l Buyer haa no objection to the Coulealon 
modityinq the utility's race base to reflect those iteas. Further, 
the utility is not requesting an acquisition adjustaent. 

Because the assets are not actually boinq sold, but. rather are 
simply being transferred as part ot a corporate reorq,..,ization, 
staff is inclined to agree with the utility that the rate baso 
established by Order No. PSC-96-0657-FOP-WS is sufficient tor the 
purposes ot this case. Therefore, statt recomaende that rate base 
be established a s $105,458 t or the water system and $511,793 tor 
tho wastewater systea as ot Oacombar 31, 1994. 
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ISIVI 3& Should an acquiaition adjuataent be approved? 

BICO!QCQPA%10•! No, an acquhition adjuataant ahould not be 
included in the calculation ot rate baae tor tranater purpoaea. 
(COLDEN) 

STArr AI\LXSXI & An acquiaition adjuat~ent reaulta when the 
purchaae price dittera troa the oriqinal coat calculation. The 
Co11miasion routinely aaltea detenainationa reqardinq acquid tion 
adjuataenta in caaea involvinq the tranater ot certiticatea, 
aaaets, or taoilitiea becauae the purohaae price is considered when 
detenaininq whether tha tranafer ia in the public intereat. 
Convaraely, acquiaition adjuataanta are never cons idered in atoclt 
transtera becauae Co.ai .. ion policy is that the price ot atock haa 
no requlatory relationah.:.p to a utility'a eatabliahed rate baae. 
However, becauae the Seller haa propoaed ~ranaterrinq the water and 
wastewater asaeta to a aubaidiary prior to aellinq the utility's 
stock, ataft believeD it \a appropriate to diaousa acquiaition 
adjuat4enta in thia oaae . 

Aa diacussed in Issuea 1 and 2, the utility haa propoaed to 
transfer the utilitya aaaets to a newly toraad aubsiJ iary through 
a tax-tree exobanqe so the asaeta will retain their aaae value. 
Because the asaets are simply beinq tronaterred aa part ot a 
corporate reorganization, rather than beinq aold, there ia no 
purchase price. Alao , the ownership and control ot the aaaeta will 
be the s~e both be tore and attar the tranater. Becauae the aaaeta 
are not actually beinq aold and the value will reaain the same 
attor the tranater, start believes that an acquiaition adjustment 
does not result troa thia aaaet tranater. Additionally, tho 
utility has stated that it h not requestinq an acquisition 
adjustl:lent in thia case. Therefore, staff recolll:lenda that an 
acquisition adjuataent ahould not be included in the calculation ot 
rate base. 
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ISS!ll 41 Should the rates and chargau approved Cor this utility be 
continued? 

BIC01f¥ppUIOI! Yes, the rates and charges approved Cor thic 
utility syataa should be continued. (GOLDEN) 

SDPf •pxy111 Tba utility'• approved water ratea vera affacthe 
July 19, 1996 purauant to Order No. PSC-96-0657-FOI'-WS iaaued in 
Docket No. 960011-WS, which was an ovaraarninga invaatigation. The 
utility's approved waatewatar rates ware effective May 13, 1994 
pursuant to an adainiatratively approved price index adjuataant. 
Indlantovn•a current aiacellanaoua service chargee ware approved 
admlniatrativaly and becaaa effective January 8, 1992. The 
utility•• currant cuatoaar deposita for water service and aarvica 
availability charges ware affective JanuLrY 28, 1994 pursuant to 
order No. PSC-93-1732-POF-WS issued in Docket No. 930171-WS, which 
was a a rvica availability caae. 

Rule 25-9.044(1), Florida AdDlniatrative Coda, provides that: 

"In caaaa of change of ovnarship or contrLl of a 
utility which places the operation under a 
different or new utill ty .•. the coapany wh ich will 
thereafter operata the utility business aust adopt 
and usa the rataa, classification and requlations 
of the toraer operating coapany (unlaaa authorized 
to change by the coaaiesion) ... • 

The Buyer has not roquaated a change in the rates and charges 
ot tho utility, and staff seas no reaaon to change them at this 
time . Accordingly, staff recclllllanda that the utility continue 
operations under the exiating t&ritt and apply the approved ratea 
and charges. Ordinarily in a transfer of majority organizational 
control, the issuing officer of the utility changes, and the 

utility is required to fila a new tariff reflecting tha t change. 
Howovor, because tho issuing officer will remain the same in this 
caso, no changes to the tariff are necessary at thia tiaa. 
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IBBQB 5t Should thie docket be closed? 

• 
RICQ""''PAfiOMr Yea , thie doc~et ahould be closed it no timely 
proteate are tiled to the proposed aqency action i ssuee. (REYES) 

BfAlt •~XIII! It there are no tiaely proteeta tiled by a 
subatantially atteoted pereon to the proposed aqency ar.tion Jeeuea 
(Iaauee 2 and 3), no further action wi ll be requi red and the docket 
ehould be cloeed. 
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