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DIRECT TESTIMONY OF DEBRA M. DOBIAC 

Q. 

A. 

Blvd., Tallahassee, Florida, 32399. 

Please state your name and business address. 

My name is Debra M. Dobiac and my business address is 2540 Shumard Oak 

Q. 

A. 

as a Professional Accountant in the Division of Regulatory Compliance. 

By whom are you presently employed and in what capacity? 

I am employed by the Florida Public Service Commission (FPSC or Commission) 

Q. 

A. 

How long have you been employed by the Commission? 

I have been employed by the Commission since January, 2008. 

Q. Briefly review your educational and professional background. 

A. I have a Bachelor of Arts degree in Accounting from Lakeland College. Prior to 

my work at the Commission I worked for six years in internal auditing at the Kohler 

Company and First American Title Insurance Company as well as approximately 11 years 

of accounting manager and controller experience. 

Q. Please describe your current responsibilities. 
u .  

A. Currently, I am a Professional Accountant with the responsibilities of assisti& in80 
t i -  w 

the audits of regulated companies and working as an audit manager on small, fo&eck- 
m 8  XI 

audits. 

Q. What is the purpose of your testimony today? 

A. The purpose of my testimony is to address specific findings in the staff audit 

i 

i u 
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report of Aqua Utilities Florida, Inc. (Utility) which involves the Utility's application for 

an increase in water and wastewater rates in Alachua, Brevard, DeSoto, Highlands, Lake, 

Lee. Marion, Orange, Palm Beach, Pasco, Polk, Putnatn, Seminole, Sumter, Volusia, and 

Washington Counties. This audit report is filed with the testimony of' Charleston Winston 

and is identified as Exhibit CJW-1. 1 am only tcstifying on Audit Findings 1-5, 1 I ,  and 

18. The remaining findings will be addressed by witnesses Charleston Winston and 

Intesar Terkawi. 

Q. 

A. Yes. 

Were you responsible for the audit procedures related to these issues? 

Q. Please review the audit findings in the audit report, that are you are testifying 

on. 

A. Audit Finding 1 

Audit Finding 1 addresses the Lake Suzy water system rate base. The Utility 

balance for Utility Plant in Service (UPIS) for the Lake Suzy water system as of 

December 31, 2007 was $905,782. We requested supporting documentation for a sample 

of plant additions. The Utility did not provide supporting documentation for $534,219 in 

plant additions. Therefore, I recommend that this amount be removed from UPIS. This 

further results in a decrease to accumulated depreciation of $108,901 and depreciation 

expense of $13,417. Since a portion of these plant in service assets are contributed 

property, CIAC should also be decreased by $137,077, accumulated amortization of 

CIAC should be decreased by $8,891, and amortization expense should be decreased by 

$3,188. The audit work papers that are associated with Audit Finding 1 and 2 are filed 

with my testimony and are identified as Exhibit DMD-1. 

- 2 -  
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Audit Finding 2 

Audit Finding 2 discusses the Lake Suzy wastewater system rate base. The Utility 

balance for UPIS for the Lake Suzy wastewater system at December 31, 2007 was 

52,264,137. We requested supporting documentation for a sample of plant additions. 

The Utility did not provide supporting documentation for $1,119,520 in plant additions. 

rherefore, I recommend that this amount be removed from UPIS. This further results in 

In adjustment to accumulated depreciation of $359,506 and depreciation expense of 

S36,147. 

Audit Findine 3 

Audit Finding 3 discusses the Rosalie Oaks and Village Water water and 

wastewater systems. The Rosalie Oaks water and wastewater systems were 

qandfathered-in pursuant to FPSC Order No. PSC-98-038 1-PAA-WS, issued March 6, 

1998. The Utility provided an original cost study that was conducted as of December 3 1, 

2005. The Village Water water and wastewater systems were grandfathered-in pursuant 

.o FPSC Order No. PSC-99-1882-PAA-WS, issued September 21, 1999. The Utility 

xovided an original cost study that was conducted as of December 3 1, 2004. The plant 

Jalances in the original cost study do not match the balances contained in the MFRs. 

In addition, the Utility provided a warranty deed and a title insurance policy in 

jupport of a land purchase for Rosalie Oaks - Wastewater, but included $-0- for land in its 

dant in service balance. 

We were unable to determine the appropriate plant and land balances because the 

Jtility did not provide sufficient source documentation to support the recorded amounts. 

The audit work papers that are associated with this issue are filed with my testimony and 

ire identified as Exhibit DMD-2. 

- 3 -  



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Audit Findine 4 

Audit Finding 4 discusses plant in service and accumulated depreciation balances 

for several systems. The audit work papers that are associated with this issue are filed 

with my testimony and are identified as Exhibit DMD-3. For the Lake Josephine water 

system, the Utility included $329,672 in the MFR plant in service balance without 

appropriate supporting documentation. This further results in an overstatement of 

accumulated depreciation by $65,463 and depreciation expense by $10,615. 

However, subsequent to the issuance of the audit report, the Utility provided 

additional supporting documentation to support the $329,672. The Utility documented in 

its response that $258,695 was included in the prior order, but not booked until a later 

period. The utility also provided a capital project schedule to support an addition of 

$127,482. The difference is related to retirements. These adjustments would also need to 

include an adjustment to accumulated depreciation and depreciation expense. 1 

For the same system, the Utility included $17,395 in the MFR accumulated 

depreciation balance from 1997 and 1998. This amount was not included in Commission 

Order No. PSC-00-1389-PAA-WU, issued July 31, 2000, in a transfer application 

proceeding (Docket No. 991001-WU). Therefore, this amount should also be removed 

from accumulated depreciation. 

For the Sebring Lakes water system, the Utility included in the MFR $10,670 in 

Account 331 Transmission and Distribution Mains, $3,222 in Account 333 Services, and 

$6,230 in Account 334 Meters and Meter Installation. These amounts were unsupported 

additions noted in a prior docket but excluded from rate base in Commission Order No. 

PSC-02-065 1-PAA-WU, issued May 13, 2002, in a transfer application proceeding 

(Docket No. 01 1401-WU). Therefore, these amounts should also be removed from the 

current filing. The related adjustment to accumulated depreciation is a reduction of 

- 4 -  
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$4,005 and a corresponding reduction to depreciation expense of $640. 

For the Lake Osbome Estates water system, the Utility included a net 

overstatement of $3,289 in the MFR plant in service balance dating back to the last rate 

case. This amount was not included in Commission Order No. PSC-97-1149-FOF-WU, 

issued September 30, 1997, in a transfer application proceeding (Docket No. 961535- 

WU). The related adjustment to accumulated depreciation is a reduction of $941 and a 

corresponding reduction to depreciation expense of $84. 

For the Arrendondo EstatedFarms water system, the Utility included $16,992 in 

the MFR accumulated depreciation balance. This amount was unsupported dating back to 

the last rate case. This amount was not included in FPSC Order No. PSC-96-0728-FOF- 

WS, issued May 30, 1996, in a staff-assisted rate case proceeding (Docket No. 951234- 

WS). 

For the Jasmine Lakes water system, the staff audit calculation of accumulated 

depreciation differs from the Utility calculation by $35,249. Therefore, the accumulated 

depreciation should be reduced by $35,249. 

Audit Finding 5 

Audit Finding 5 discusses Accumulated Amortization of CIAC for the Ocala Oaks 

water system. Commission Order 21349, issued June 7, 1989, stated that the 

Accumulated Amortization of CIAC balance was $67,362 as of December 31, 1987. 

MFR Schedule A-I3 starts with a December 31, 1998 balance of $252,423. The MFRS 

did not begin with the balance from Order No. 21349 nor did they provide the yearly 

additions from January 1, 1988 through December 31, 1998. Audit staff updated the 

Order balance through December 1998 for a balance of $241,005. This is $1 1,418 less 

than the MFR balance. We requested a reconciliation and the Utility did not provide a 
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reconciliation or other supporting documentation. 

decreasing Accumulatcd Amortization of CIAC by $1 1,418. 

Therefore, audit staff recommends 

For the Tangerine water system, Commission Order No. PSC-05-1242A-PAA- 

WS, issued February 27, 2006, in a transfer application proceeding (Docket No. 040951- 

WS) made an adjustment to Accumulated Amortization of CIAC in the amount of $2,830. 

The Utility reduced the MFR accumulated amortization of CIAC balance by $2,830 

twice. Therefore, Accumulated Amortization of CIAC should be increased by $2,830. 

The audit work papers that are associated with Audit Finding 5 are filed with my 

testimony and are identified as Exhibit DMD-4 

Audit Finding 11 

Audit Finding 11 discusses operation and maintenance (0 M) expenses in the 

Imperial Mobile Terrace water system that should have been capitalized. The Utility 

included $4,986 in Account 636 Contractual Services - Other for the period ended 

December 3 1, 2007. This amount represents an installation of 2” gate valves with valve 

boxes and valve pads. This expense should be capitalized. 

This amount also represents a replacement. In Order No. PSC-03-1250-PAA- 

WU, issued November 6, 2003, in Docket No. 030250-WU, In re: Application for staff- 

assisted rate case in Pasco County, bv Floralino Properties. Inc. , and Order No. PSC-01- 

1574-PSS-WS, issued July 30, 2001, in Docket No. 000584-WS, In re: Application for a 

staff-assisted rate case in Martin County by Laniger Enterprises of America, Inc., the 

Commission found that, where original cost is not available for a retirement, 75 percent of 

the replacement cost is a reasonable estimate of original cost. Therefore, 75 percent of the 

$4,986 should be considered the original cost to be retired. 

- 6  
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Audit Finding 18 

Audit Finding 18 discusses the Lake Suzy wastewater system. The audit work 

papers that are associated with this issue are filed with my testimony and are identified as 

Exhibit DMD-5. Commission Order No. PSC-97-0540-FOF-WS, issued May 12, 1997, 

in Docket No. 960799-WS, established the cost of wastewater land to be included in rate 

base. The order addressed 25.52 acres of land. 

5.97 acres was included in rate base at a value of $62,38 I ,  

19.55 acres was valued at $294,856 but was reduced by $94,656 to reflect the 6.32 

acres held for future use, for an adjusted balance of $200,200, 

Net land value for the 19.20 acres (5.97 + 19.55 ~ 6.32) of $262,581. 

In June 2005, the prior owner of the Utility entered into litigation proceedings 

with Aqua regarding the wastewater land. In December, 2007, as part of a settlement 

agreement regarding this litigation, the Utility sold the 5.97 acres to Mr. Dallas Shepard 

for $100,000, The settlement agreement also required Aqua to pay annual rent of 

$10,000, and required retroactive payments beginning in June 2005. 

Land Value 

The Utility’s general ledger reflects a wastewater land balance of $442,800, as of 

November 30, 2007. As stated above, the Commission previously established land at a 

value of $262,581. The Utility had not reflected the Commission’s adjustments to land in 

the general ledger. 

At December 31, 2007, the Utility’s general ledger reflected a land balance of 

$269,366, which reflects the November 30, 2007 balance of $442,800 less the Utility- 

calculated land value of $173,434. The MFRs included a thirteen-month average of 

$429,459, which includes the land sold in the balance for the majority of the year. 

I recommend that the land balances be adjusted to reflect the prior Commission 
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order as well as the sale of the land. The year-end balance should reflect the value of the 

remaining acres, as stated above, as $200,200. The 13-month average for land should 

also be adjusted to remove all of the land sold for the entire year. Otherwise, the utility 

will eam a retum on a portion of the land sold as well as pay rent on the land for the year. 

Using the Commission approved balances, the 13-month average balance should be 

$200,200. If the land cost is included in the 13-month average, the rent expense should 

be reduced for the number of months that the balance is included in average rate base, so 

there is no double recovery. 

Gainkoss on Sale of Land 

As part of the sale of the land, the Utility incurred legal and other costs of 

$33,649. This results in net proceeds from the sale of $66,352 ($100,000 - $33,649.) The 

Utility valued the land at $173,434 at the time of the sale and calculated a loss on the sale 

of $107,083 ($173,434 - $66,352). However, staff believes that the net proceeds should 

be compared to the value included in rate base in the prior order and recommends that a 

gain occurred on the sale, in the amount of $3,934 ($66,352 - $62,381). 

The National Association of Regulatory Utility Commissioners’ (NARUC) 

Uniform System of Accounts (USOA) states that Account 414 should include, when 

authorized by the Commission, gains and losses from the sale of Utility property. 

Therefore, pending Commission approval, the staff calculated gain should be booked to 

Account 414 - Gain (Losses) from Disposition of Utility Property and the loss booked by 

the Utility should be removed. As stated above, the Utility booked a loss of $107,083. 

The Utility is amortizing this loss over 25 years at a rate of $357 per month. 

Rental of Buildinmeal Property 

The Utility included $36,899 in Account 741 - Rental of Building/Real Property 

for the period ended December 3 1,2007. This amount represents: 

- 8 -  
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$11,066, amortization of the loss for the period June 2005 through December 

2007, 

$15,833, rent for the period June 2005 through December 2006, 

$10,000, rent for the year ended December 31,2007. 

As recommended above, I believe that there is a gain on the sale of the land, so the 

amortization expense should be removed from the expense. If the Commission approves 

the gain and it is amortized over the same 25-year period, only twelve months of the 

amortization should be included in the test year. This would result in removing the 

$1 1,066 and reflecting $157 as the amortization of the gain. 

Even though the Utility owned the land during the test year, it will not own the 

land for the period that rates will be established. Therefore, I believe that it is reasonable 

to include the lease payments in test year expenses. However, only 12 months of lease 

payments should be included in a test year. Therefore, the $15,833 should be removed. 

Land Lease 

The settlement agreement in the court case established a 20-year lease for the land 

sold. Commission Rule 25-30.433(10), Florida Administrative Code, requires a utility to 

own the land upon which the Utility treatment facilities are located, or possess the right to 

the continued use of the land, such as a 99-year lease. I believe that the 20-year lease may 

not be consistent with Rule 25-30.433(10), Florida Administrative Code. 

Q. 

A. Yes. 

Does this conclude your testimony? 

- 9 -  
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T O  

I. (.' 

FLORIDA PUBLIC SERVICE COMMISSION 
AUDIT DOCUMENTIRECORD REQUEST 

NOTICE OF INTENT 

Exhibit D M D l  
Work Papers for Findings 1 and 2 

Troy Rendell UTDLITY: Aqua Utilities Florida, Inc. 
DehiDobiic 8Jw13441s 
2540 Shummd OakBivd. 
Thlldnsc+ FL 32399-0850 

AUDFTMANAGER: Charleston Wmton PREPAREDBY: ddobiac@pic.slllcRus 

REQUESl'NUMBW: 15 DATEOFREQUEST: June 24,2008 
REQUEST THAT THE FOLLOWING ITEMSBE PROWDED BY 
AUDITPURPOSE 

July 1,2008 

Rate Case Re~ew, DKT #080121-WS, ACN 08-093-1-1 

REFERENCE RULE 25.22.006, F.A.C., THIS REQUEST IS MADE 7 INCIDENT TO INQUIRY ? OUTSIDE OF AN INQUIRY 

ITEM DESCRIPFION 

Uponreviewofthe81systennsofAuF~m-~InnotedW~Bmthadndanecr~~mynod*ed 
a"ts and the AUF MFRsK3las My andited p"ts start fmmthe lpst appropriate late e a s e M  order and 

subsequentr"nlreports 

\ 
PleaseseetheaUachedworkpheetsnoOingihewinnces,andprovideexpM~ 

TO : AUDIT MANAGER DATE $I..& e, 6 0 0 8  
THE REQUESTED RECORD OR DOCUMENTATION 
(1) 0 HAS BEEN PROVIDED TODAY 

(2) 0 

Y " '  

CANNOT BE PROVlDED BY THE REQLJEslgD DATE BUT WILL BE MADE AVAILABLE BY: 
(3) 7 ANDINMYOFlNION,ITEM(S) IS (ARE) PROPRIETARY AND CONFIDE". BUSINESS INFORMATION AS 

DEFINED IN 364.183,Ms.Om. OR 367.156, F.S. TO MAINTAIN CONTINLED CONFIDENWL HANDLING OF THIS MATERIAL. THE 
UTILITY OR OTHER PERSON MUST, Wl" 21 DAYS AFIER THE AUDIT EXIT CONFERENCE, FILE A REQU3ST FOR 
CONFIDENTIAL CLASSIFICATION U"E-I lHE DMSION OP RECORDS AND REPORTMG. REFeR TO RULE 25-22.006, F.A.C. 
OF RECORDS AND REPORTTNQ. REFERTO RULE 25-22.0&5, FAC.  

(4) 0 THE ITEM WILL NOT BE PROVIDED. (SEE ATIACHED MEMORANDUM) 
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Exhibit DMDI 
Work Papers for Findings 1 and 2 

Page 2 of 23 

AQUA UTILITIES FLORIDA, INC. 
UTILITY’S RATE BASE AUDIT 

TWELVE MONTH PERIOD ENDED DECEMBER 31,2007 

SUMMARY OF WORK PERFORMED 

z 
B DOCKET NO. 080121-E1 AUDIT CONTROL NO. 08-093-1-1 

PL ANT-IN-SERVICE 

OBJECTIVE: To d e l ”  plant-in-scrViCe for thc tud year ended December 3 1,2007 for the applicable systaon. 

WORKPERFORMED: 

1) Compiled  summa^^ schedule of ntility plant m twvicc (Direct cosls only. Allocated plant was audited 
undg rmothcr WP snits.) balaaces by appmvcd NARUC Uniform System of Acwuats. Compared 
summary utili*. balances to the supporting MFRS, CPRS, and tbe geDeral ledger. Reviewed direct WP 16 to 
16.1 

2) Compiled schedules which included b e g i d q  balances as set in the Lst Commission Order, plant 
additions aud retircmcnts at original cost, and the bahces as oftbe date of transfer. Dctamincd that 
adjustments pcr last Order were madc. Referenced wmponcnts and ad jn” ts  from thc annual rcports 
(see bow half o f  workshcetr), and traced thcm to the supporting MFRP and CPRS. Traced plant in 
service wmponcnts f“ &ember 3 I, 2007 to the general ledger. Noted variances, which includes 
calculating 13-munth average balances, and requested an explanation or support h m  the wmpany. W s  
16-1 :o 16-18.4. 

3) Traced additio&tirements since the last audit, on a judgemental basis, to source documsntation nnd 
mncilcdthcmtothegcnerallcdger. mS 16-19serlap. 

4) Obtained original cc-st studies for Rosalie Oaks and Village Water water and wastewak~ systemn where 
rate base had not brm cstablishcd comparrd them to cotnpikd scbcdulcs and traced them to the 
supporting hlFRs, CPRS, and general ledger. WP8 16-20 to 1623.2 

CONCLUSION. 

1) Notcd uasuppotkd variances from the following systu”s. Lake JoscphincWatsr, Sebring Lakes-Water, 
and Lake Osboume Estates-Water. See Audit Finding &. 

2) Notcd that Lake Snzy - Water’s MFR plant in d c e  balance included assets withwt proper Supponing 
documentation. Soe Audit Finding 1. 

3) Noted that Lake Sazy - Wastewater’s MFR plaot in sewice balance included assets without propv 

4) Noled that th original cost studios for Roadie Oaks Water and Wastewater system and for Village Wahr 
and Wastewater systems did not agree with the MFR, CPR and general ledger. See Audit F ind ings .  

kamnbtlon Sa Audit P i  a. 
i 

Source: As Referenced 
16 Lead 

... 
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DOCKET NO. 080121-WS: Appl icat ion f o r  increase i n  water and 
wastewater  ra tes i n  Alachua, Brevard. DeSoto. Highlands, Lake. 
Lee, Marion, Orange, P a l m  Beach, Pasco, Pol k ,  Putnam, Semi no1 e 
Sumter, Volusia. and Washington Counties by Aqua U t i l i t i e s  
F1 o r i  da . Inc . 

WITN€5S: Direct Testimony O f  DEBRA M.  DOBIAC, Appearing On Behalf 
O f  The S t a f f  O f  The F lo r ida  Publ ic  Service Commission 

EXHIB IT  DMD-2: Audi t  Work Papers f o r  Finding 3 



Exhlbii DMD2 
work papem for Finding 3 

h - Page 1 of 40 

FLORI~..~ PUBLIC SERVICE COMMAON' 
AUDIT DOCUMENT/RECORD REQUEST 

NOTICE OF INTENT op 

Troy Rendell UTILITY. Aqua Utilities Florida, Inc. 
Dcbn Wiac 850434475 
2540 Shumwd Oak Blvd 
Tdldhaucc, FL 323996850 

To: 

AUDIT MANAGER. Charleston Winston PREPARED B Y  d- .artc.n.us 

REQUESTNUMBER 18 DATE OF REQUEST June 25,2008 
REQUEST THAT THE FOLLOWING ITEMS BE PROVIDED B Y  
AUDIT PURPOSE 
REFERENCE RULE 2522.086, F.A.C., THIS REQUEST IS MADE: 

July 2,2008 
Rate Case Remew, DKT #080121-WS, ACN 08-093-1-1 

I ! INCIDENT TO INQUIRY E OUTSIDE O F  AN INQUIRV 

ITEM DESCRIPTION: 

Please provfde copies of the original cost studies for Rosalie Oaks and Vilhge Water, both water and wastewater 
systems. 

Thank yon. 

TO: AUDITMANAGER DATE 

THE REQUESTED RECORD OR DOCUMENTATION: 
( I )  0 HAS BEEN PROVIDED TODAY 

(2) 0 

(3) I ~ AND m MY OPINION, ITEMW 
CANNOT BE PROVIDED BY THE REQUESTED DATE BUT WILL BE MADE AVAILABLE B Y  

DEflNED IN 364,183.366.093. OR 367.156, F.S. TO MAINTAIN " T f N U E D  CONFIDBN'IIAL HANDLING OF THIS MATERIAL THE 
LmLlTY OR OTHIiR PERSON MUST, WlMlN 21 DAYS AFTER THE AUDIT EXIT CONFERENCE, FILE A REQUEST FOR 
CONflDEMlAL CLASSIFICATION WITH THE DIVISION OF RECORDS AND REPORTINO. RJiFER TO RULE 25-22.006. F.A.C. 
OF RECORDS AND REFORTWG. REFER TO RULE 25-22.006, F.A.C. 

THE ITEM WILL NOT BE PROVIDED. (SEE AITACHED MEMORANDUM) 

IS (ARE) PROPRIETARY AND CONFIDENTIAL BUSINESS INFORMATION AS 

(4) 0 

(Signature and title of respondent) 

Distribution: higinpl: Utility (for completion and return to Auditor) 
Copy: AudilPile 

la - \Y 
. . . . .. - 
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Work Papers for Finding 3 

Page 2 of 40 

FLORIDA PUBLIC SERVICE COMMISSION 

NOTICE OF INTENT 
AUDIT DOCUMENTIRECORD REQUEST v 

TO: Kathrpap a; (CC) Nance outh UTILITY: Aqua Utilities Florlda, Inc. 
( 

AUWT MANAGER CharlastDnWinstDn PREPAREDBY: M W B W  

REQUEST NUMBER: 27 DATE OF REQUEST: Jan. 26.2W 

AUDIT PURPOSE: D m  NO.: W368WS Rate Case ACN: 06347-1-1 

REFERENCE RULE 2522.006, FAC.. M IS  REQUEST I$ MADE: 13 INCIDENTTO AN INQUIRY 
x OUTSIDE OF AN INQUIRY 

ITEM DESCRIPTION: 
1. VIUageW&rWBW, m r N o .  PsEgs-~882-PAA-Ws, DoclcetNo. 961897-wS, 
21,1999, page 5, states AquaSwrce shdl be on notice that itwlll be requbed to conduct an omal 
wstsludy upon filing tnyrate petitian. Hasthestudy been done? Please send me a w. 
2 R o d e  Oaks WB wv\r; was Gmdlathered in Order No. PSC-QB-0371-FOFW3, DorM No. 
981014-W, March 8,1998. M e n  Rosane Oakswas under other jurisdiction, was any Rate Base 
ikmssuch as PLanf Accumulated Depredation, CIAC, and Accumulated Amorlfrallon dC&C 
established? Please prov[de authorltaWe documentation such as municipal OT county ordarshulinp. 

REQUEST THE FouowlNO ITEM(S) BE PROVIDED BY Jan. 31.2007 

- 

Send to: 

8504136470 FAX 

f0: AUDITMANAGER D A E  

THE REQUESTED RECORD OR 00CUMENTATION: 

(1) HAS BEEN PRWIDED TODAY 

(2) 0 CANNOT BE PROVDED BY THE REWESTED DATE WT WILL BE MADE AVAllABLE By. 

(4) THE ITEM WILL NOT BE PRWDED. (SEE 

lo-1F.l 
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n 

Aqua UtiliUes Florida, he. 
Resuonse to 

Exhibit DMDZ 
Work Papers for Finding 3 

Page 3 of 40 

0’ 

Florida Public &rvk.e Commimlon 
Audit D0eu”eeord  Request No. 27 

Q. Village Water W & WW-Order No. PSC-99-1882PAA-WS, Docket 
No. 981697WS. September 21,1999, page 5 statcs AquaSource ahall 
be on notice that it will be requved to conduct an original cost m d y  
upon filing any rate petition. Has the study been done? Pkase send 
me a copy. 

Rosalie Oaks W & WW-grandfathered in Order No. PSC-98-0371- 

Oaks was under other jurisdiction, was any rate base items, such as 
P h t ,  Accumulated Depreciation, CIAC, aud Accumulated 
Amortization of CIAC established? Please provide authoritative 
documentation, such as municipal or county OrdadRUlings. 

Village Water W & WW-Order No. PSC-99-1882-PAA-WS at Docket W -  1% % % 
No.981697WSsntaedSep~ber21,1999-SeeattachedoriginalcMlt I fCi.-t%*c 

FOF-WS at Dockst NO. 961014WS, March 6,1998-when R o s ~ ~ ~ c  

A. 

studies h bath the water and the sewer operations. ‘I, 

i . .: 
Rosalie Oaks W & WW-The Company is not aware of any municipal 
or county Orders or Rulings. The Company is examining the 
fmiility of completing an original cost study for both the water and 
sewer operations for the establishment of the rate base and final rates 
for the rate case filing. 

lo - ,k. 9 
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Mmn:i%hp 1999 S 5,014 EA 1 s 5 4 4  -cot t00 S 5,014 

2002 I 12dw EA 1 2005 I 1 2 m  -cot 1.00 s 1- 
X20.3 WaWTnnmtsquPmanl Rmp.cha*.lF.sdsbmr,EMHI 2002 I 1.0111 EA 1 zm t i,ms -cart 1.w s 1,010 

$ 453,519 
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h h 

In this section please fmd the documentation for the following systems and 
parcel: 

g. P &$.&g&&wWv (Polk county) 
1) Parcel #I with Title Insumace Policy 
2) Parcel #I2 with Title Insurance Policy 
3) Parcel #3 with Title k a m e  Policy 



AMERICAN LAND TITLE ASSOCIATION COMMITMENT - 1966 

C H I C A G O  T I T L E  I N S U R A N C E  C O M P A N Y  

COMMITMENT F O R  TITLE INSURANCE 

This Commitment shall be &edh only whcn the identity of tba proposed I I W ~  4 the amouul of 
the policy m policim sommimd for luve bccn insmcd in Schcdulo A hf by tho Company, either aI Ib 
time of the lnuana of Ihia CommiImont m by aubasqusnt eudoracmcnt. 

Tb is  Commitment is diminary to h e  issuance of such policy or policies of M e  instmnce d a11 llablUty 
and obligations herounder &all CCPT and terminalo six month8 aRcr the olktive date b w f  01 rbcn tk 
policy or p d i i  m"ittnl for &a11 h e ,  whkhovor fllst OCCUR. provided lhat the f.llura Io itma NCb poky 
or policiw ir no# tbe fault of tho Company. 

IN WITNESS WHEREOF. Chicago Title Insurance Company haa caured, thir Ccinmilromt to kdgucd 
and xded as of Iho etecllw date of Commitmen1 shown in schcdulc A, ths Commitmeat 0 bccom valid 

Exhibit DMDZ 
wolk papers for Finding 3 

Page 9 of 40 
'- Am. u(lllticr Florlc, ._.. 

Rile Car  Audit 
HIstoricnI Y a r  Emdd Dranbrr31,mi 
Dh 080121-WS ; ACN o8-m.t-l 

/? 

. . . 



OfRCe File Number 

1. 

2 

Policy WPdicieetO be Issued: 

Wlth Florida M o d ”  
Pmposedlrmured: 
To Be OetemJned 

OWNER’S POLICY (10-1792) 

Effech Date 
June 18 ‘2001 
at11:OOPM 

Exhibit DMDZ 
work Papers for Finding 3 

Page 10 of 40 

To be determined 

Aqua Ulllllla Florldm, Im. 
R i a  Cur AmdM 

Hutorkal YMr Ended December 31. tDyl 

The &ate a interest Inmetand described a referred to in thkCommtnmd and owsred hemin isafm 
slmple asto Pnrcel 1, easement as10 Parcels2 and 3, and tMe thareto kat VleeRedkredate M vested In: 

Crystal River UtilWes, Inc., a Flwlda colporatkn, as to P a d  1; Manhatian PrOpertLea, Umlted. a Florida 
Uml tedParmeraMp,~ fee -dP~2;JamesD.“nenandUndaLN~,  hbwife,asfeeowner 
of Parcel 3 

3. The Land Is described astdlows: 

SEE EXHIEIT A 
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CHICAGOTITLE INSURANCE COMPANY 
SCHEDULE A (continued) 

Aqua UllllHa Slmida. Inr. 
Rate Can Audit 

Hlslor l~I  Y u r  Ended Dem~brr31,ZOOn 
Dlrt Osllfl-WS ; A m  Com"n1 Number 2M)1014BO 

IEl&&t'A" DcScrlpn.n:-- 

4 46/68' 
system: Rosallo oekp WWpT: AquaSource National DUB Olllgence ProJect 

Parcel 1: Wastawater Plam S11e #1: ayatal Rhrer uUIwe* Ine.: ID # -1 710001260: 

.SewerTroclrmentPlantandlagoonSite-asshownMltheplatofLskeR~OaksUnn#l.acowdingtotheplaa 
thereof recorded in Plat Bpok 64, Page 12, publlc records of Polk County, RorLLa furtherdesalbed 88: Begln at the 
NortheaM comer of Lot 111 of said Lake R d l o  Oaks Unh #l. runthem North 5 4 0  35'5o'EaEI 507.Wfeetto 
baglnning of a curve tothe I& havrng a radhis of61.gBfeet and a central angle of two, nm thence dong saki cum an 
arc distance d 121.67feet, runlhance Nuth 7 8 0  24'tO'Weg. 110.01 feattothebeginnhg of a cln'e totheld harhga 
radlusof206.58faeranda~la~eoflrs~,run~nceelongsaMcwveenaffidlsatna,olla6.~feet mnthena, 
South540 35'50' West 320.95fwL NnthenCa SoulhW 24'W East230 feel to ltm Pdmd Seghning 

Parcel 2 Lift &Won +1: Manhatlan Prgpectles. UMed; ID # 2821)28911710OO~ 110: 

N o n - E " e  Easement forthe benest of Parcel 1, ascreated by that ceiialn-, m - 3  m e d  
In DfRcial Records Ed-, P n g e ,  dthepuMlcrecoidsdPdkOanty. iWIda,for- 

purposes, ovsrandacrossthefdmdngdescfibedpremlses: 

Lot111 CakeROsslleOaks, UnROne,accwdlngmthemapwpattherecr~recordedhPlatBwlc84, Page?2.&he 
puMlc records of pdk C o u ~ y ,  f l d a  

Pafoal 3; uft Station 12: James 0. Newman: ID # 2829291)g171 WOO1 Bo: 

Non-Exclushle Easement for the baneft of Parcel 1, as created by that certaln -, --* recorded 
In OMOlal Records Book -, Page I of the public words of Polk County. Florlda, for __ 

purposes. o w  and across the rOaowing dascrlbed premises: 

LotlB, bkeRcsaileOaks, Un~~e,awordlngtomapwplattheredasrecwdedinPlatBook64.Pa~l2ofthe 
public records d Polk Cwnty, Fl&. 



Work Papers for Finding 3 
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A.L.T.A. COMMITMENT 
.CHICAGO TITLE INSURANCE COMPANY 

SCHEDULE 0 -Section 1 

9. 

10. Paymentofreal estatelaxe8amlasseasmentsfortheyear~WO. -3) 

1 1. In Mder not to show as a Schedule B Exceptlon to Utle that oeftaln Mortgage noted hemln at Sdmdule 
BSectlon 2, Item 11, thpx~npatp requires consent or jolnder by the mOngage to the wsement to be Insured 

Pmof d payment d munldpel chaqes, fee and assessments. 



n .R 

U l l l Y l l  "mu-L 
Work Papers for Finding 3 
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CHICAGO TITLE INSURANCE COMPANY 
SCHEDULE B - Section I (continued) 

1 2  SatlsfectoryevLlancemustbeftonlshedfmmtheSecretsnloratherOfAcerdtheAssoolatlw,matilll 
assessmema agalnst the land described In Schedde A (lnduding, bul not limned to. speclal megiments or 
payments due to dhers such as master assoclatlons), are psid in fuU to date. 0 

. 
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1. 

2. 

3. 

4. 

5. 

6. 

7. 

0. 

ALT.A. COMMITMENT 
CHICAQO MLE INSURANCE COMPANY 

Aqus Utilitis Plorlds. Int. 
Rmtr Cso Amdil 

HIsterinlYarEndedDlormbcr31.lOW 
SCHEDULE B - Sectior 

CmmltmentNumber m101480 DntrlpNon: 

N. schedule B of the pcrlcy orpoRdesto be issued villi contaln Bxceptins to the tollowing maltws unlessthe 8ama 
aredkpedoftothesatkfdonoftheCompny. 

6 8 k l M  

a 

b. 

C 

d. 

e. 

1. 

0. 

R l g b  or clalmg of patiles In passeadon not shown by the PuMic Recwds. 

Encrmchm~overtsps,bcwdaryllnedlsplt~or~~mattecswh~wwldbedlsdosglbyan 
accuratesurvayandlnspe*ionofthepremlsea 

Ease“, wclalmsofeasements, n o t s h o w r l b y l h e P u b k ~ .  

Any llq or rlpm to a lien, for senrlce, labor. w nmterlai hemtofure ot hereafter fumshed. bnposad by law 
and not shown by the Wlc Records. 

Taraes or spedal assessments vrhlch BIZ not shown as exlsflng liens by the Public R d s  

Any dah mat any pwtbn of sald lands are WFlerelgn lands of the State of Florida. lncludhg wbmerged. 
Rllad or arUllcially exposed lands and lands aweled 10 such lands 

TaxesandassessmanbforIheyear2001 a n d t a h q “ ~ I 5 .  
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CHICA(30TITLE INSURANCE COMPANY 
SCHEDULE 8 - !&don 2 (cantintled) 

Aqua L l t i l i ~ a  Plarid., lnc. 
Ratr Caw Audit 

Hhtorial Yur  Ended December 31.2Ow Commhent Number ~00101480 
Dmriplion: 

9. 
atid -, dthe publlc recads d Pdk County. Ralda. (ARecta Parcel 3) 

lo. Theland~~mmlsPdlcyshalindbedeenedtoindudeenyvslerormobllehanastandlngonme 
pmtses. 

11. Mmgagetrwn James 0. Nawmnn and unda L Newman. Mswlle to Kstherlne A Schrsnann, asTrusteedlha 
lramerneA Shumann uvlng TNst. recorded 8eptember 17,1993, h ORickI Records Book 3286. Pe.geW3. d 
lhe PuMk Recards d Polk County. RoMa. (affects Parcel 3) 

Tern p " 6  and condltlorm of the Grant d Easemenls recorded In onlclal Records Book-, at pages 

f&P -- 
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n A 

Aqum U l l l h ~  Florida, inc, 
Rile Casr Audit 

Hlrtarlul Y u r  En&d Drnmbrr 31,2007 

OClCriplio": 

Aqua Utilities Florida, he. 

Florida Public Service Commission 
Audit DocumentlRecord Request No. 8 

Response to 

In this section please find the documentation for the following systoms and 
parcel: 

h. RosalieOakfiWTP (Polk county) 
1) Parcel #1 with Title Insurance Policy 
2) Parcel #2 with Title Insurance Policy 

, .. . . .., . . .  @ 
17- 6. f  

.- . 
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7- 
AMERICAN LAND TITLE ASSOCIATION COMMITMENT - 1966 

DMriptiO.: 

C H I C A G O  T I T L E  I N S U R A N C E  C O M P A N Y  

COMMIrMMMT FOR TITLE INSURANCE 

CHICAGCJ TITLE INSURANCE COMPANY. a oorpontion of Mitlouri,,hatin clll#l tbc -. 
for a vlluabic ddczatiOa: h b y  '&"in to isnro ita Policy or potiau of title bPMrmc0. .I khdlbd 
Schedule A, in favm of the pmporrd bured lumed io SEhCdule A. aS.owIIcI or mOIlpgW of thr C4tW ff 

I. i n t s a l  W d  hereby in tbe land dcjuibcd or rrfurrd 10 in SdKduk A, upon pYtUOIIt of tho PlWlliUIlU Icld 
charges therefor: all rubjea to the provisions of skdula A and B and to the oonditims and 8(ipulrtior* 
hCrMf. 

This c o " i u n c n t  &all be caestiw oaly w h  tho ideality of tbe proposed Inwed md tbe Dmoun of 
the policy or policies eommittsd for lnrr bros harkd h Ssheduk A hucof bY the Oompany, &ha at (ha 

time of the issuance of a i r  Commitment or by subaa~Ucnt e n d " e n L  

T%is Commitment i. preliminary to the i s s l u m  of rucb p o l i i  or poticiea of We i n n m n w  and .U liability 
and obli#atlons hcrsundcr a h 4  w m  and tcnabilo s h  monlbr after the elTccliw date b d  or ahca tho 
policy or polMor commiDed for shall Isme, whicbevcr lint o c c ~ ~ r ~ ,  provided that the frUw to irCu0 such p0UV 
or pd ic i a  i s  not the fault of tbe CompMy. 

IN WITNESS WHEREOF, Chicago T i e  Insuraocc Company has c a d  lhia Commitmozlt lo be d g ~ 4  
and waled M of the efieetive 6nlo of Commitment shown in Schedule A. the C a " i l m e a t  to bceome vnud 
whm countersigrsd by an authorized signatory. 

I 

BY: 



1. 

2. 

3. 

. .  

. .  

. .  

. n  

ALT.h COMMlTMENf 
CHICAGO TITLE INSURANCE COMPANY 

SCHEDULE A 

tXnim YMYL 

Work Papers for Finding 3 
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.. . 

The estateor Merest in theland described u MenW to h thls Canmltmentand covered hersin is aha 
simple. as to Parcel 1, easement asto Parcel 2, and tklethereto Is at the effeothreclate hered vested In: 

Crystal Rlvec Utllltles, Inc, a M a  Corporaaon, as to P a d  1; Manhattan ProPemeg. UmYed. a Flalda 
lknled permemhlp, as fm owner d Pard 2 

The Land Is dehcrlbed as follow 
SEE €%HIBTrA 

P ’  
. .  

.. 

. .  

. .  

., .. 
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CHICAGO TITLE INSURANCE COMPANY 
SCHEDULEA (continued) 

I 
PARCEL 1; WEUSm #1: CRYSTAL RI!/ER VTIUTIES: 292929000000614010: 

Commence at the Northasst m e r  of Senlm 29, Township 29 south. Range 29 East. Polk County, W a  and MI 
th" South dong the East bDundafy Ihersof, 1586.41 feet;  then^ North 7 9 0  17'30'~eSt. 908.44 feel to lhe centdcecenhe 
ofWmpMadtRoa&thence9adh500 l(uZtrWest, 394.90feet;thenceSouth41'~1'40'West.518.22feet:thenw 
Sotah 5 3 0  24'20' West, 420 feet: thence souvl38* 36'W Ens!. 50 feet to the Point of Eegirmlng: conthe thence Solnh 
3W99'40.East.208.71 fwt;vlenCeSOUh53°Z4'1'20.West,208.71 fee(,VlenceNath36° 35'4o'WWt,20871 fE8t:menCe 

* Nwlh 53- 24'20 East, 20871 fWl tothe Pdnt d BegMng. 

PAACd2; SURROWDINP W E A I Y ;  MANHAlTAN PROPERTIES. LTD. 2 0 2 9 2 ~ 1 2 0 1 0 A N D  
-: 

Non-ExclusAreEBsement fcuthebendtofparcel ascmatedbythatmftah .dared-, recorded 
, in offidal Recon% Ed-, Page-' -, ofUm prblk mwda d FWk County, Florida for - 

purposes, ovwandacroruthe f n g d e s c r i k d  p"bw 

Commence at the Northeast comvofSectkm29, Township29 South FIai&w 29 East, Pdk County. FIorida and run 
thenceSoMhalongthe East bound%rytherapr. 1666.41 faelto ihePolnt dBeglnning; run thenceScuh 7W17'30' Easf 
loo fest;thence swm 10.4Zw w e  77Ow thence swth 8 0 0  East. 12soteet; thence sovm 11- Easi, &doteetmre 
or lw "  meanh!& water llne of Laks Ro8eJlS Mente 8ouUwmMyalcng said mean high water he, 110 feet ma8 
or less to a poht On the South edge dandstlng canat runthence " d y  abng the SoUm edge ofsakl canal 
334Ofwt more orlessfoa poht on the malnt~lned tlght-of~HnedCamp Medt Road; thence Northsesterly along 
8ald tigM-of-wey. 1060 feel more or less ma point iyfng North 79' 17'WWest, 843.88 feettromthePoknof6egInnmo: 
run thence Saun, 7Qe l7W East 843.Wleettothe Polnt d Beglnnhg, LESSand DccEpTthat pottbniying wlthln Lake 
R&le Oak6 Unll One, Plat Book 64, page 12, ol the pkdc recod8 of Polk County, Florida 

. .  
. .  . .  

. .  

. .  . 

. .  
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ALTA COMMITMENT 
CHICAGO TITLE INSURANCE COMPANY 

SCHEDULE B - Sectlon 1 

2. PaymenrdtheMiconskleralknto,orfwtheBaxxmtd,theOrantWsormwtOagaa 

9. Paymentofa! taxea. charpeg, -. IwM andassessed agalmst subjectprernlses, whlcharedwand 
Payable. 

T h e m  OT names ofthe propmod insured underthe pdky must befwnlshed and thismmltment Is subject 
to such further exceptions and/or requirements as may then be deemed necessary. 

The a d d  value of the e6tate 01 interest to be i n " d  must be disclosed to the Company. and wbjed to 
appmai by the Company, enteredas the amoull dthePokyto be Issued UnM theamount dthe Pdlcyto 
belssved shall be determined and entered aa tboresald. It is agreed that asbetweenthefh-npany, the- 
fbrthls comnitment, and every person relying 0nthIsCanrntment. the Company cannot bersqulred to 
approveanyeuchevaluatbnhercassdt100,W0.W,andthetotaliiab'~of~Oanpwyonacaruntofthls 
Cmmibnent shall not sald amount 

6. SatisfactoryevMencemustbebeshadshowingthatCrystai RiverUtllltles. Inc, acorpwahbnorganhedunder 
the la~of~ . iswrrent fy ingoodstand ing inMat~  

7. PrOduotlcnofafl~~onoftheBaardofDlreawsdCrystaJRiver~Mea Inc,authwblngandappvingthe 
~ / ~ e o l t h e l a n d d ~ h ~ e d u l e A t o m e P r o p a s e d I n s u r e d .  

a Wh -to Manhattan P m ,  Umlted, aFIdda limited partnershdp, the fdlowhp is recpllred: 

A Pmol d Its cutmnt good standing h the Stated FlatIda. 
B. Satisfsctwyevidencemustbe~edshowin0thatalldmecorporeteg-1 partw(s)orllmlted 

partnarshlp(e] actlng as @"rai partner(s) am in good standlng In their state(8) ofhcorpomUon or 
agan-. 

4. 

5. 

9. Prod d payment OT munlclpel fees, changes and assessments 

NOTE: Attention b directed mthe factthatParcel2b not "gu" to Parcel 1 
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A.L.T.A. CO.MMI'FMENT 
CHICAGO TllL€ INSURANCE COMPANY 

SCHEDULE E - Sectlan 2 

6. 

7. 

8. 

oft he lack of^^^ Parcels 1 and 2 

EaseInerP recoda h Deed Bock 1037, Page 15 d the publlc " t s  of Pdk CoUnly, AoMa (as to P d  2) 

Rorlda Power Cow !as"t 88 d k l d  by Plat NCOKIKI In Flat Bodc 64, Page 12, ofthe publtcrecads d 
PdkCouly.Rorkk (astoparcelz) 
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CHICAGOTITLE INSURANCE COMPANY 
SCHEDULE B - secllon 2 ' A q w  I~tillllu Nolid.. Inr. 

h l r  Cpa Audit 
Hlrrorlnl Ymr Ended I)cccmkrSI.zOW 

UW0W)lZl-WS 
01~crI~11ien: Car" Number ~M)I 00790 

4 dLI.Qy 
11, Any cpaknto any portbn Ofthahnd desuk6-j In Schedule A WhM Ilea below the ordlnary high water Una of 

LakaAoseHeandotharadjawntwarers, Many. (astoPed2)  
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The following section contains the following. 

1) Parcel #1 with Warranty Deed 

a. Parcel #1 with Wananty Deed 
b. Parcel#2 with Warranty Deed 

& Rosalie Oaks WWTP Polk Countv) 

h. RosalieOakg WTP (Pon County) 

. .  
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fi 

P. 0. Box 520217 
Lon(plood, Florida 31762 

hereiMfCQr oallad tho Grantee: 

Wherever used h n r 4 a  the tams %rantor* and *Gruntmet' 
innolu e aai  the parties to this instrumsnt and tne hob, legal 
rapresmtativw and assigns or individu&lS, and the ~~coessors and 
assigne of corprations) 

"a That the at&, for and In consideration o f  the 
8u1p Of $10.00 an8 other ValU8ble C O n S l d e r a t h S ,  rrcPi& WhWaZ LE 
hareby aaknwhdged, @areby grants, bargains, 86110, a l i a ,  
d m a ,  ml-s, ~ u l w  and ooniins unto the Grama, rll that 
cerkain land situafo i n  Elk County, ?lmida, via:  

3502 am -z%! "as' m"aD lBBFC0 

MaE!SE8R w i t h  a U  the tenemenfa, beredittunants and 

%!O ILIVB mm %XI m, the same in tee simple +oreve. 

IMI the Grantor hereby menanto w i t h  said G r a n t e e  tnat the 
Grankor fa lavfully seeirdl 02 m u i d  land in fee simplo; mat the 
Qrantot haa good right and lawful authority t o  sell and ognvey said \ ~ , land; th&t the Grantar hereby fully warrante tho title to said &and 

rrgpurtonanons therot0 belonging or in anywise agpertoining- 
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#pT 115 17.00 
MPT 291 2.50 
847 Q 

BzIdt OF U OF DslulITy 8Y8- 

IWOW ALL.HEN By TIIf2tE PRES- that ROSALIB OAXS VmUW 
CORPORATION (hereinafhr "8sllarn) for the aum of TEN po"s 
($10.00) and other good and valuable aonaiderations paid by 

U T X ~ ,  ZMC, (he*.insit.r *Pmrahaser'), the 
rwoipt of w h f h  is Bereby acknowledpd, has grantad, bargained, 
sold, tnnlrferred, met over and dol5.veW, a d  by these PZ6i6011ts 
does grant, bargain, sell, transfer, set over and dolivar, unto 
the Purchaser, its nuocamrora and assigru, eac1I an8 every portion 
of ~ mter treatment Ond distribution .patem ana aanitary 
wastauatmr ooll.a+ios, treatment anfl dfapowl mystem, as 
appliaable, (horeinaftw "utility 8 my) 1wat.d on those 
t r a m  of lana som ga*ticalarly descr 1 bed h mt @An h u e t o  
and inoorporatod hsre in  by mferanoe, boa t8ngiblo and 
flntangible, ana sum r ights  ana obligations, wbethr crolltrnohral 
02 not, ar nore W r y  set cor& in tho following parrgmphs, w i t h  
ma wcaption of those items areluded by -graph 4 (&-a) or t h e  
Aureemnt of Piuchase and sale bated -gust 14, 1996 between the 
s e l l a  ana Purdnarar (%greementn), vhid ngreement $E 
inoorpwated horefn W speciSic mferonce: 

A11 easfmat6, 1foonseo. preoarlpalve right& rights-of- 
way, Xigbte to use publia and private mads, hiqhvaya, 8 t r e e t ~  and 
o t h o r  area. wn.d and/or wed by Seller for thu awwtruotion, 
operation and wintenone or the U t i l i t y  syoten. 

(1) 

(a) ul water lxeafinent plants, water supply and 
aistrimtion fnc i i i t i e r ,  and wastewater traatmsnt, calloation and 
dimpomal Laol l i t i -  o f  WE- kiM .nd dssariptioa Vhafmoever, 
ino1udiruJ but not limited t o  p w w  lants. tanks, lift stations, 
tranemfsdon nbina distributian A s ,  8Upply p i p s ,  colhot ion 
pipes of faaoi1itles. i ~ 4 a t i . m  quality water and srf1u.n~ 
disposal faoilitfesr, valves, metera, meter boxes, mervios 
conna&iau ,  and all other pnysiaal facilltlcm and property 
installations in  use in  aonnmtion wim M e  Utili ty systeo 
operafod by tho srller. whether 1.Ooat.d an W0 troutm of land 
dosaribed abwe or w i t h o u t  %a CMrCiCiooted amas a0 Qcrtosahned by 
the Publip Bendoei coePbsion tar wolr ~ ~ p ~ t i v e  u t i l i ty  syotom. 

a1 aertiricateu [specifically ineluding the certtriaaw 
by the Florlda Publla service collnluion to the extent 

t r m r i o n r b l e ) ,  imunitieo, ~ r i v l l o g o ~ ,  permits, licenaes, license 
(3) 
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right., eaeemonte, oo(wr(MtB, grants, ordinances, lraseholb, 
rSghtr-oC-vap, ana all rights to  oottstruct, maintain and opftrsta 
plants and syntoolo for the pronrriwt treatment, storaqe, 
dio+ribu,utioh and transmiusion of  potable water ana ror the 
aollection and disposal of wastewater, and every right of every 
character whatwee in cmnrat%on therewith, a l l  agencies ror the 
supply o f  water, al l  water riqhtn, flowa a rightr, ancl riparian 
of any of tho foregoing. 

(4)  All equipmene, vehicles, t o o l s ,  parte, laboratory 
oquipmoat, > f f i c e  equipant, aompueers, ~ o i h m ~ ,  unaet or 
reserved mebzar, water rbading doviaee and other mal pmperty 
located on or used in conmotion W l u l  Ih. proparfy b e h g  acquixed 
by the PUrOhaser, aa identtfied in paragraph 3 of the Aggraewnt of  
mrchaaa anb Bale. 

ALL 6UPplier l i n t s .  past and ourrent Ohstater records, 
files, books, prints, plans, enginesrinq raporfG, sur~rys, 
spoairioatiotm, shop dravings, equuiprseat manuals, and other  
inroraation masonably rsqoirsd by Furcheer 02 the operation of 

AIL reoord drawings, including as-bull* drawinpa where 
available. 

K l l  warranties by th ird  partloo reap.ctiug oomplatbd or 
in-propre66 construction work, including profmsional endneerlns 
varranties . 

hll righis of Seller m a r  scrvica Agreements. 

r ights ,  and a l l  renewale, extPnsions, adB P timS or l o d i f ~ a a t i o n s  

(6) 

the u t i l i t y  9yste.m. 

( 6 )  

( 7 )  

(6)  

Sellar, i t s  sucoeaaors and WSigXI8ir hereby owenants that it 
Is the lauiul owner of the above-referenced propertyt that the 
above-referenced proporty is free and olear of a l l  enawbran8est 
and that it  ban good right to, and hereby do88 8ell tha t o  
the Pwoha5er. and that it will -ant and defend tho same 
againnt t h o  lawful olaitms and dePurcL, of 811 poreone whoasoover. 

OF, the Seller hae caused i t o  name to be 
is 1st day of Oetobar, 1996. 

2 .;. . , 
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Apvi Ulllltln Rorlda, lrrr 
Rate C n e  Audit 

Hbbxlral Y n r  Ended December 31,2007 

.. . . . .. - 
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My48 UlllllkI Rend.. Inr. 
R.h caw Audlt 

Historical Y u r  Ended Decmbcr 31.2007 

Dnrrlpllen: 
I t  

.-.. .__ 
!$ 

. .  
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Rnte Cwc Avdh 
Hirtorial Year End& December 31.2001 
Dkl080121-WS: ACN-3-1-1 

. .  Dmription: -- 
Aqua UtiUtied Florida, hc. 

Response to 
Floridn Public Service Commission 

Audit D o m t " r d  Request No. 8 

In this Section p l w e  find the documentation for the following systems and 
parcel: 

i. Village Water (Polk County) 
1) Parcei#I with WauantyDeed 
2) Parcel #2 with W m t y  Deed 
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C H I C A G O  T I T L E  I N S U R A N C E  C O M P A N Y  

AMERICAN LAND TITLE ASSOCIATION COMMITMENT - 1966 
Aqua U t i l i t l r  Raids. In=. 

Rate Cart A d i t  
Histonu1 Year Ended December 31, ZW 

Description: 

COMMITMENT F O R  TITLE INSURANCE 

CHICAGO TI- INSURANCE COMPANY. a corporalion of Miswu zein alld the Cvmpany, 
for a valuable mosidention, hereby .?”ill to bruc i ta  polley or poliCin of Mk IIUuMEo. a8 idaaiEd 30 
Scheduk A. in fnvor of the pmporcd Insured named in Schedule A, u ownor or mntP(l0s of the W e  or 
interul coycIcd hereby in the land described or rcfemd 10 in Schedule A, uprm pnyment of tho pmniums md 
charges therefor: all suh]W lo the provisions of Scheduler A and B md to the Condition8 and StipUla~ool 
hereof. 

This Commitment shall lm dec t iv i  only when the identity of tbe pmpoMa l n r u r d  and the amount of 
the pdicy or policies cummitted for have b a n  inserted in Schedule A hereof by the Company, either nt’the 
time of the issuance of this Commitment or by rubsequent cndorscmcnt. 

This Commitment is preliminary tu the issuance of such policy or policies of title insurance and all liability 
and obligations hereunder shall cease and terminate six months after the dlectivc dnto bslaof or when the 
p o k y  or poliics committed for shall lrruc. whihever Rnt occurs. provided that tho failure to irrue such p o l i  
or policies is not the fault of the Company. 

IN WITNESS WHEREOF, C h i u p  Title Insurance Company has caused thh C 0 ” M c n t  lo be rigacd 
and scald as of the eflmive date of Commitment shown in Schedule A. :he C o m m i t m  lo hccome valid 
when cuwtersipncd by an a u t h o r i ~  signatory. 

Issued by: 
c H I c A G o T I T L B ~ c E c o M p A N Y  
5426 BBAVMONT CENTER BOULBVARD CHICAGO TITLE INSURANCE COMPANY 

Aqua U t i l i t l r  Raids. Inr. 
Rate Cart A d i t  

Historical Year Ended December 31, ZW 

Description: 
. .  . . 

. Fam C 3360 (Rrp lnm Im) . , , . : - ... .. . .. .. 
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Offke Fle Number 

1. Policy of Pdlcles to be Issued: 
OWNER’S Wucl(10-17-92) 
hth Florida ModMcations 
Proposed Insured: 
To Be Determfned 

SCHEOULEA n 

ERedhre Date 

To be determlned 

Aqua UtiMIu Roridr IW. 
Rate C w  Audll 

Hlrtorlral Ynr  Ended D e c ”  31.2087 

- . -. DrxIIIHiOl: 
- .  

2. The estate or Interest In the land desabed or refenad to In thls Commitment arid covered herein Is Fee 
Smple, and m)em(vetolsalthe diectbdsre hereof vested in: 

AquaSource Utilhy, Inc. e Texas corporation 

3 The Land is described as Mows: 
AQUASOURCE DUE DILIGENCE - SYSTEM: VflLqoE WATER-AQUASOURCE UTILITY OF LAKEIAND 

PARCELl.WELLsfTEr1: 

Canmenca at the Southwest comer of the SDuthaast 1 /4 of W o n  26. Township 28 South, R a n g  24 W. 
PolkCounry. RorMa: wnthenceSouth 88” 51’W‘East~ong~eSDUlhbMndaryo(~idSsctlwred~ceat 
1W.00 feet;~nthenceNorth00~03’08.€hst, adlstanceofl48.86feettoaconuetem~ , tun thence 
South 8 8 O  51’W East, a dlstance d B0.w be3 to a concrete “ e r n ,  said concrete monUmsnl bsing the 
PDbrt of Beglnnhg: runthence N&oO- 03‘06 East, 8 distance 0125.00 feet toaoonccete m“nt , run 
thenceNolthSS*49‘55’~,adistanced2B.B)~toaconcretemonument;wnthsnceSouV189051W 
East a &!?me of 28.00 feet 16 a wncrete monument; run thence Sourh Wo 0508 East. a dlstance of 40.00 
feettoaconcraemwrment; ~thenceNorth89o51’w‘WesfadIstanced50.00feettoaanaete 
mumcat and ttm Poht d Begldng. 

PARCELZ, WELLSITE +2: 

@ . . . 
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Utilltla ElorIda. hc. 
Rate Cur Audit 

Commlfment Number 200t00653 

1. The followlng are requlremente to be cmnplled wlth: Dorcrlption: - -  - -  - 

1. Instment(s) necessary to create the estate or Interest to be insured must be properly executed, deltvered and 
duly Filed (a record. 

a) Warmay Deed from Aquasource lJ@lty, Inc, a Texas corpomtlon to the Proposed Insured, conveying the 
land described In Schedule A (WE: If the propwed inotrument of conveyance is to be executed by an 
OfAcer other than a Chld Executive MRcer, Presklmt or Vice Presidwn. a certified Resdutlon authotklng 
sald Wmr to slgn on behdf of the rorporatlon must be recorded.) 

2. 

3. 

Payment of the full considerationto, or for the account of, the grantors or moctgagors. 

Paymert d alltaxes, charges. as6essments. levied and assessed against sublee prem1s-s whkh are due and 
psPN@. 

Satlsfactq evldence &add be had that i m p ” a n t s  and/or repalrs aaltefatlons thereto are completed; that 
contractor, subonmaon and mater!almen am all paid. 

Thetnle pollcy. when h u e d  pursuant to thls comm9nnent. wUl dalete Standard Exceptbn No. 2 (e) relating to 
rigMs or dalms of parties In possesston not show by the puMlc recorda if at closing the Owner slgrs an 
affidavit a M r ! g  that there is no person In possesdon ofthe property orwfth a dah d possesbbn to the 
property, w k h  AfAdavR Is acceptable to CHICAGO TITLE lNSURANCE COMPANY. 

The tltle policy, when Issued punuaM to this commltment, wlll delete Standard Exceplons 2 (b) and (c) relatlng 
to “lers d survey and unr~corded easemsMe, If prior to doslng Vle Company Is fumlshed wlth a e m y  
prepared by a registered Rorlda land surveyor dated no mom rhan 93 days prior lo the closing dated subjea 
nansactlon. certMed to the Proposed InsuFed(s), CHICAGO TITU INSURANCE COMPANY. end all other parties 
h lnteress W n g  the mlnlmum smndards for land surveys as set forth In Chapter 472.027, Flwlda StahRea or 
h Chapter 61 e-1 7.6, Florida AdmlnlsnaUve Code; subject to all maneis dkdosed by said survey. Said survey 
must locate e1 eaeementa llsted In Schedule 6 - Sectkm 2 hered. as well 86 all Improvements located on the 
land. In addltlon. lhe Cunpany wll require armpletlon by the surveyor of CHlCAGO TITLE INSURANCE 
COMPANY Sunreyoh Repat Form No. 3061 .’ The tltle pdlcy wR1 be subject to all matters shown on said report. 

4. 

5 

6. 

7. The title pollcy. when Issued pursuant to thls com“ent, wlll delete Standard Exception No. 2 (d) rei- to 
any llen or rlght to llen for servke6, labor or materlal funlshed. WMch Is Imposed bylaw and not shown by the 
public records, If at doslng the Owner slgm an BIAdawt acceptable to CHICAGO TlTE INSURANCE COMPANY 
Mrmlng that no knprovemente have been made to the property within the past nhety (90) days for whlch 
peyment has not been made In MI. 

The tlle poky, when Iswed pursuant to this mmllment, wlll delete Standard Exception No. 2 (e) upon the 
Company belng provided wlth Seusfactory proof that there are no outstanding taxe3, charges or speclal 
a8sessineM5 whkh are not shown as exlstlng liens by the pubk m a d s .  

SaU6fectov evldence must be f u m m  showing that AquaSource UtIllty, Inc.. a corporah organhed under 
the lam of Texes, Is currenUy In god sranding hthat state. 

10. PmduQbnofaRasdutlonofthB6carddDtectorsofAquaSourceWUly. Inc,authwlzlngandapprovlngthe 
m n v e y a n c e / ~ g e  of the land described In Schedule Ato the Proposed Inswed. 

1 1. The actual value of the estate or Intewa to be Insured must be dlsdosed to the Company. and stbjeu to 
Spprovtll by the Company, entered as the amwM d the Pollcy to be Issued UM! the amount oi the Pdky to 

8. 

9 

17- 7 , 3  



A n 
;CHEDULE E - Section 1 (contin, ) 

Commitment Number 2oMw863 

12. 

13. 

14. 

be issued shau bedwtennined and entered 88 aforesaid. R is agreed that as bshNeen the -pay, the applicant 
tor lhls CommRmnt, and every person relying on this Commlpnant the Campany cannd be required to 
a~rcveanysuoh~~l~t~~ine*c~of$iOO.MX).00,andthetotalliabllllyofthaCompanyonacco~~.ofth$ 
Commitment SM not exceed sald amount. 

The name or names ofthe pmpoaed Insured under the @Icy must be fumlshed and this commkment Is subject 
to such further exceptions and/or requirements as may then be deemed necessary. 

Prod of payment d munidpal fees, charges enl Bsse8smenIs 

NOTE If il Is desired mal the Company order mUnklpd sea&s. the Company wRI do 80 for an addltlonal 
charg8. pleaae allow 2 weeks time for the processing ofthe searches. 

The request for a Tllle Policy debcrlbes Parcel 2 as e Well Slte, while deeds In the drain of tltledescrlbed Parcel 
2 as a Septrc Tank fhls shald he d a l n e d  and the Company resews the rbht to make addlllanal 
requiremantsand/wcotceptlons. 

Aqua UWHtiu Florida. Inr 
Rate Cne Audit 

Hlrlorlul Y a r  Ended Dmmbcr 31.2OM 

Da~rlpllon: 
. . . . . . . .. .. , .. . , 
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1 .  

2. 

3. 

4. 

5. 

6. 

7. 

.&qua Utililin Florm=. am.. 
SGHkuuU~tl-  s m  F&tc Case Audit 

Hisbtoriul Year Ended Dmrmkr 3I.ZW7 

Commitment Number 2w100853 D6cripll.n: .. 
II. S M &  B of the @Icy 

are disposed of to the satlsfactbn of the Company. 
pdlcres to be isMwd will contaln exceptlon~to the f d l o w ~ ~  matters unless the same 

@S/d@f 
Defects, liens. encumhces, adverse dafms or other matters, If any, created, Rfsl  appearing In the Publlc 
Records OT attaching subsequent to the elfedlve dale hereof but prlor to the data the proposed Insured acquires 
forvalue d record the a t e  or fnzmt or mongage thereon covered by thk Canmi!"#. 

Standard Exceptlons: 

a 

b. 

Rlghts or dalms of partles In possesskm not shown by the Public Records. 

Encmachmsnts. overlaps. boundary line disputes, or other matters whlch would be disclosed by an 
accumte m y  and lnspedbn of the premlsea 

Easements, w d a h s  of€a$ements, not shown by the PuMlc Records. 

Any Ibn. or rlgM to a Wen, for smvlce, 1BbOr. or material heretofore or herealter furnished. imposed by law 
and not shown bythe Publlc Rewrda 

e. Taxes or special .ps"ents whldr am Mt shwm as &sting Hens by the Public Records. 

1. Any clalm thet any potUon d sald lands am sovmlgn lands d the State of Florida. induding &merged, 
flled or atUfk&lly exposed lands and lands aoueted to such lands. 

Taxes end a ~ m e n t s  for the year 2002 and subwwent years. 

c. 

d. 

8. 

Standard excepliors (b) and (c) may be removed from the policy when a satiafactay survey and surveyofs 
reportandlnspedlonolmepremiseslsmada 

Standard w6ceptlons (a) and (dJ may be removed upon recelpt of a satMactory affidevlt-lndemnity hom the 
parm shown in Me and In pw188sslon stating who !a In possession of the lands and whether thae are 
improvements belng mede at date of ccinndtnmnl or cantemplated to cur" pior to the date d dosing 
whlch wi# not have been pId for In MI pilorto the dosing. 

The puMk TBcords do not show any mean9 of In- or egress to or from the land described in Schedule A 
and, by )gpson thereof, this Pdlcydoes not, and rvRl nol, Insure any right of access to and fmm ulcl land. (As to 
P a d s  1 and 2) 

Rights dthe atate, the munlcipalty, the public and adidnlng owners in and to that patlon d Parcel 2 as may lie 
wffhintheboundarlesofanaccessroadasshDwnonthemapsofthePolkCwntyPmpectyAppralser. (Asto 
bd2) 

The premlsas l i iw l thh  the bourdaries of the Southwest Rwids Water Manag" D&&l a6 wklenced by 
Resolutlonrecordedin~aIRemrdsBOok1833,pap 1383,ofthepublicrecordsofPdkCounty. flwfda 

Standard Ucceptron 2 0  

NOTE: The fdlowlng Is for lnformarbnel purposes only and Is gken *had assurance or guarantw: The 2001 
ad valorem taxes were assessed under Tax parcal/Follo No. 26-28-24-0W0M)-024040.  In the gmss amount of 
$4.22. and m e  pld on November 30, Mol, In the amount of $4.05. 
4sses& ValueS2N.m 
DtemptlomSNONE (As to Parcel 1) 

S c h d e  8 - SedlWl2 !a haeby deleted. 

. 
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ORDER NO. PSC-02-0651-PA&-WU Aqua Ulilltla Florida. Inc. 
DOCKET NO. 011401-WU Wlr Care AudL 
PAGE 5 Hismdcil Ynr Ended Drumbn 31.2007 

Because the utility's remaining system is being transferred to 
AquaSource, Heartland will not longer be a'utility. Therefore, we 
find that no action ie necessary at this time with regard to 
Heartland's failure to maintain its books according to the NARUC 
Uniform System of Accounts. However, AquaSource is hereby reminded 
that it must maintain utility books and records pursuant to Rule 
25-30.115(1), Florida Administrative Code. 

Audit Exceu tion No. 2. According to the audit, Heartland's 
water utility-plant-in-service (UPIS) account is understated. 
Heartland's books and records include the original cost associated 
with the water infrastructure for the Lakes system. The utility's 
general ledgers confirm that a portion of the contributions-in-aid- 
of-construction (CIACI is'not reflected in UPIS. 

The utility received grants totaling $297,010 from DEP in 1998 
to construct a stand-alone water system to serve the Lakes 
development. In addition, the utility collected $13,892 in meter 
installation and customer connection charges pursuant to the 
utility's approved service availability policy. Therefore, it 
appears that the cost of the water system was fully funded by DEP 
grants. However, our audit staff was unable to verify the utility 
costs associated with the customer meter installations and customer 
connections. 

The audit found that UPIS accounts-should be increased to 
reflect the plant costs associated with the meter installations and 
customer connections. The accounts that would be increased are 
Meters by $10,67O~Semices b $3,222@ and Transmission and 
Distribution Equipment by $ 6 , 2 3 0 6  However, without the supporting 
documentation, we find that the adjustments to UPIS should not be 
made. Because all ufility costs were funded by DEP, the utility's 
collection of meter installation and customer connection coeta 
result in contributions in excess of the plant costs. Therefore, 
we find that the utility's rate base shall not be adjusted to 
record the contributed property in UPIS. 

Audit E x c m  tion No. 3. The utility's books fo r  Lakes,.as of 
December 31, 2001. contained incorrect depreciation because of 
using wrong depreciation rates. Depreciation €or Distribution 
Resemoirs, Services, and Water Treatment Equipment was 
recalculated pursuant to Rule 25-30.140, Florida Administrative 
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ORDER NO. PSC-00-1389-PAA-WU 
l30CKET NO. 991001-WU 
PAGE 15 Aqua UHliUn FIorM% Inr. 

&, It" Cau Audit 
H i r i d  Y o r  Ended Decernbcr 31, mQ7 

SCHEDULE NO. 1 

LAKE JOSEPHINE WATER 

SCHEDULE OF WATER RATE BASE 

fis Of June 30. 1999 

BALANCE COMMISSION 
PESCR IPTION PER uTILrTy ADJUSTMENTS 

Utility Plant-in- 
Service $ 273,345 \b-lU,( $ 247,514 

Land $ 25,000 $ (4,900) 

Accumulated 
Depreciation $ (133,723) $ (943) 

Contributionb-in- 
aid-of-Construction $ (180,505) $ (110,129) 

CIAC Amortization S 5 6 . 6 5 5  $5.912 

TOTAL $ ?0,772 $ 137.454 

BALANCE PER 
COMMISSION 

$ 520,859 

$ 20,100 

$ (134,666) 

$ (290,634) 

$ 62.567 

$ 178,226 
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ORDER NO. PSC-97-0540-POF-WS 
DOCXET NO. 960799-WS 
PAGE 37 

LAKE SUZY UTILITIES, INC. 
TEST YEAR ENDtNG JUNE 34,1996 
SCHEDULE OF WASTEWATER RATE BASE 

L" PUNT IN SERVICE 

UNDMON-DEPRECIABLE ASSETS 

NON USED AND USEFUL PUNT 

CWIP 

cuc 

REFUNDABLE ADVANCES 

ACCUMULATED DEPRECIATION 

Aqua UliGlla Fioridm. Inr. 

SCHEDULE NO. 1A 
OOCKET NO. 060799-WS 

BALANCE 
PER COMM. ADJUST. BALANCE 

TO UTlL BAL PER COMM. m*- 
L 324,381 L 

15o.Ooo w 4 . 9  

0 

127.637 

(212,756) 

0 

(62,058) 

AMORTIZATION OF ACOUISITION ADJUSTMENT 0 

AMORTIZATION OF CfAC 0 

624,578A L 948,939 

112.581 B k4Fis2.581 

(1 66,OV) 

0 

(1 93.755) 

(321 ,gee) 

(1 08.680) 

0 

28,061 

WORKING CAPiTAL ALLOWANCE 6,W.l pB2 I s.762 

WASTEWATER RATE BASE L =,884 L 102,899 L m  
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Aqua WliUa Irlorlda, Inr. 
Rate Cue Audit 

Hirlorlal Year U e d  Deembcr 3I.2007 

. . .. Dnrrlpfbn: 



Exhibit DMD3 - 
Work Papers for Finding 4 

Page 50 of 120 

C 
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Based on warranty deeds, we have determined that the utility 
purchased and owns 25.52 acres of land for its wastewater facilLty, 
5.97 acres was purchased in February 1987 and 19.55 acres was 
purchased in December 1996. Both parcels of lpnd are adjoined and 
were purchased from the grandparents of the utility's owner. The 
utility purchased the 5.97 .acres for $150,000, which equates to 
$25,126 per acre. It purchased the 19.55 acres tor $292.800. which 
equates to $14,977 per acre. 

At  the meeting held on December 19, 1996, a customer voiced 
concerns about the price the utility paid a related party for the 
land. The customer also provided staff with a form that listed the 
owner of the property, the type zone, the number of acres and the 
appraisal price per acre determined by DeSoto County. The County 
appraiser informed staff that the two parcels of land are zoned 
agricultural, and the appraisal value is based on a market value 
between 85-100 percent for an agricultural zone. DeSoto County's 
appraisal value per acre for the 5.97 acre parcel is $4,000, and 
$1,000 per acre for the 19.55 acres. 

It is the utility's burden to prove that its costs are 
reasonable. Ploridagower colpora tion v. Cresse, 413 So. 2d 1187, 
1191 (1982). This burden is even greater when the purchase is 

, 642 SO. between related parties. In gTE Florida, & 
2d 545 (Fla. 1994), the Court establiahed that when affiliate 
transactions occur, that does not mean that "unfair or excessive 
profits are being generated, without more". The standard 
established to evaluate affiliate transactions ia whether those 
transactions exceed the going market rate or are otherwise 
inherentlyunfair. The Commission has applied the ' case 
to other utility land purchases. s&g, for example, Order No. PSC- 
96-1320-FOF-SU, issued October 30, 1996 in Docket No. 950495-WS, 
where the Commission disallowed a portion of the price of land 
purchased from a utility affiliate where the utility failed to 
prove the prudence of the purchase price. 

We recognize that the land value recorded on the property 
appraiser's books may not represent the commercial value of the 
land or the amount for which the owner would be willing to sell. 
Therefore, an independent appraieal is necessary to determine the 
fair market value of such land. The utility hired an independent 
appraiser to determine the fair market value of the 19.55 acres of 
land purchased in Drcember 1996. The appraiser calculated a market 
value of $312,000, for the 19.55 acres of land, which equates to 
$15,959 per acre. The appraiser used comparable arms-length sales 
of land sold in dome proximity to the 19.55 acres purchased by the 
utility in determining the market value. The comparable sale6 
ranged frm St3.000 to $22,000 per acre. The utility purchased this 
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land for $14,977 per acre, which is less than the calculated market 
value and within the mid-range of the per acre value of comparable 
sales used in the independent appraisal. In consideration of the 
above, we determine that the utility has met its burden in provlng 
that the cost of the land would not be less if it was purchased 
from an unrelated party. Accordingly, we find a land value Of 
$292,800, $14,977 per acre, for the 19.55 acres of land. 

We also used the above appraisal to test the reasonableness of 
I the amount paid for the 5.97 acres in 1987. Using the 43.342 

growth in the Consumer Price Index ("1) during the period 1987 
through 1996, we discounted the current per acre value Of $14,977 
to determine a fair market value of $10.449 per acxe in 1987. This 
produces a total value of w . 3 8 1  €or t he 5.97 ac;res. We find that 11 -q,ls 
the utility has not met its burden in proving the prudence of the 
$150,000 purchase price. Accordingly, consistent with FTE Florid% 

and prior decisions, we find that there shall be a reduction 
in the purchase price for the 5.97 acres of land. 

The DEP has required the utility to upgrade its wastewater 
treatment plant, which included reconstruction of its percolation 
ponds. The utility's two original ponds were located on the 5.97 

land for the percolation pond reconstruction. The total number of 
acres of land. The utility was required to purchase additional 

acrem required for the upgrade is 19.20 acres. The utility Owns 
25.52 acres. Therefore, we have recognized 6.32 acres as land heldp- 
for future use. 

lksrrlpllo": . -  
I 

IrO,a@ 
-c7,b1q 
P 

The utility recorded land value of $150.00 wastewater. 
W e  hereby approve an increase in Land by 
approved value for the 19.55 acres of land 
the cost of the recording fee and 
property. It has been decreased 
Commission- pproved value of land for the s .97 acres and decreasedm + 2W6 
by $ 9 4 , 6 5 6 0  reflect the value of land held for future use,& -qy,irs~ 
Accordingly, the total adjustment land equals $112,581 
resulting in a land value of wastewater. 

Won-used and Useful Plant 

Non-used and useful plant .represents that portion of the 
utility's investment that is non-used and useful for existing e po,-&clo 
customera. We have determined the used and used percentage of each 
plant account. Multiplying the non-used and useful percentage byF@~Z,~+( 

$86,669 for water and $126.297 for wastewater. The corresponding 
average non-used and useful accumulated depreciation is $23,481 far 
water and $a6,925 for wastewater. 

8 bZr3%l  

avera,ge plant results in average non-ueed and useful plant of T 
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Aqua lltllltlcr Plorh. Inr. ORDER NO. PSC-97-0540-POF-WS RaIeCmst Audi 
DOCKET NO. 960799-WS Histwlcml Yar  EaIdad Ucumber 31.2007 

UlUO 21- s,; cNo8-093-1.1 
Dc#ripi.n: % J ' , . . & , i u  - - _ .  PAOE 36 

'6 t/5bs 
SCHEDULE NO. 1 
DOCKET NO. B607W-WS LAKE SUN UTILITIES, INC. 

TEST YEAR ENDING JUNE 30,1BB6 
SCHEDULE OF WATER RATE BASE 

BALANCE 
PER COW. ADJUST. BALANCE 

UTILITY TO VTIL. BAL. PER COMM 

UTlUlY PUNT IN SERVlCE S 

~ N V ~ N - V E P R E C I A 6 L E  ASSETS 

NON USED AND USEFUL PUNT 

CWlP 

UAC 

REFUNDABLE ADVANCES 

ACCUMULATED DEF?REClATION 

AMORTIZATION OF ACQUISITION ADJUSTMENT 

AMORTIZATION OF UAC 

WORKING CAPITAL ALLOWANCE 

276,824 6 

1,150 

0 

0 

(a%, 772) 

0 

(67,942) 

0 

0 

~ 

(450)k S 276,374 

O B  Ib-1t.l 1,lW J 
4- b 4 q s  

(63.1 86)C (63,188) 

O D  0 

S2.156 E (300.616) 

OF 0 

CnW (88,714) 

0 0 

67,006 H 67,WG 

WATER RATE BASE 

.. . :  ...,.. ..- 
._. .. -. tu--.-- '.e i=:psc pr& . .,. . - ._ 

Ir, - 19 .llr 
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ORDER NO. PSC-02-0651-PAA-WU 
DOCKET NO. 011401-WU 
PAGE 13 

HEARTLAND VTILITY COMPAIJY, INC. 
SCHEDULE OF WATER RATE BASE 

A9 OR OCl'OBEIt 31, 2001 

BALANCE 
DESCRIPTm PER OTIL IlT 

Utility Plant in Service $290,760 

Land 4,800 

Contributions in Aid (310,902) 
of construction (cIAC) 

Accumulated Depreciation ( 30,313) 

Amortization of CIAC 31,569 

WATER RATE BASE (824.9661 

COMMISSION BALANCE PER 
=am!"- 

$0 $290,780 

0 IlP-I?.J 4,800 

0 ( 3 1 0 . 9 0 2 )  

860 A ( 29,453) 

0 31,569 
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'3", - 
Crystal Bay Development .P 

bo 
- 

0 

Crystal Bay Contributed Property - Lake Sury, Florlda 

6' Gate Vaiva 
Hydrant assembly 
2' sorvka8 
6' dlredlonal bwe 
8' SDR35 W C  
Manholes 
e C900 OR18 CL 160 PVC 
6" Gate Valve 
fY C900 OR18 CL 160 PVC 
6- Gate Valve 
Hydrant assembly 
2. services 

&u?x 
8' SDR35 WC 
6" services 
6" cleanouts 
Manholes 
W StaUon 
4" force main 
4' Qata valva 
8' SDR35 PVC 
6' sarvices 
6" &anouts 
M ~ O l E 8  

le40 
I 
2 
10 
40 
400 
1 
260 
1 

I220 
2 
1 
Q 

1085 
14 
18 
5 
1 

75 
1 

576 
9 
11 
4 

TOTAL Utlllty Conrtruetlon Cost 

LF 
EA 
EA 
EA 
LF 
LF 
EA 
LF 
EA 
LF 
EA 
EA 
EA 

LF 
EA 
EA 
EA 
Ls 
LF 
EA 
FL 
EA 
EA 
EA 

.NARuC AcctCat 
10.70 19,688.00 4 

590.00 580.00 4 
2,900.00 5,800.00 4 

750.00 7,500.00 4 
31.00 1,240.00 4 
13.30 5.320.00 4 

1,550.00 1,550.00 4 
10.70 2,782.00 4 

550.00 550.00 4 
11.90 14.5t8.00 4 

610.00 1,220.00 4 
2,900.00 2,e00.00 4 

670.00 8.030.00 4 
89.688.00 

13.30 14.430.50 2 
520.00 7280.00 2 
150.00 2850.00 2 

1.550.00 7,750.00 2 
59.320.00 59,320.00 3 

12.00 800.00 2 
460.00 460.00 2 

18.20 10,48320 2 
280.00 2,620.00 2 
lQo.00 2,090.00 2 

1,710.00 684000 2 
_L._ 

114.923.70 

184,611.70 

331 
331 
335 
331 
331 
331 
331 
331 
331 
331 
331 
335 
331 

361 
361 
361 
361 
371 

361 
361 
361 
361 
361 

848 
955 
027 
946 
946 
946 
937 
946 
955 
946 
955 
927 
e46 

946 
e46 
946 
937 
935 
948 
855 
946 
946 
946 
937 

bdk: 

184,611.70 4 
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Utility: 
Jnc. 

8374 Market St, Unit 419 

\ 

Date. 
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AQUA UTILITIES FLORIDA, INC. 
UTILITY'S RATE BASE AUDIT 

TWELVE MONTH PERIOD ENDED DECEMBER 31,2007 

SUMMARY OF WORK PERFORMED 
ACCUMULATED DEPRECIATION 

DOCKET NO. 080121-E1 AUDIT CONTROL NO. 08093-1-1 

0" To d c t u "  accumulated depreciation for the test ycar ended Decrmbcn 31,2007, for the 
applicable systems. 

WORK PEBFORMED: 

1) Compiled swmnary schedule of accunmlated depreciation @rat cos& only. Allocaded accumulated 
M i m  WBS audited under awtha WP mies.) balauces by a m e d  NARUC Uniform System of 

2) Coqi l ed  schedules whicb irrludcd beginning balances us set in che last Cormdssion Orda. Detc~mincd 
that adjustmeats 
ending balances by sub-account, mcdrodolgy for calculating armual accumulated dsprcciatim accruals. 
savicc lives used to dctmnhe umwl multiplier, mcthcdology for acwunting for &nun& and 
adjusmknts, and m o t  period depreciation cxpensc by subaccount. Rcfermced wmponcntg and 
adjllsrmcnts from thc amual reports and haccd them to the supporting MvR( and ORs. h c e d  
accumulated dcpreciatbn conpolrcnls from Decunber 31,2007 to the general ledger. Noted Vsrianecs, 
whicb includcs calculatiag the 13-montb average Mm, and requested an explumtion or support from the 
colrp~y. WPs 22-I 10 22-12.9. 

lust order wen made. The accumulated dcprcciation n c d  included beginning and 

CONCLUSION 

1) NOM umuppomd variances forth following system: Amndondo Estates/Fanns - Water and Jasmine 

2) Noted Lake Suzy Watcr and Wastewater syatsms wmtated their accumulated deprcciaton balances 
applicable to unsupported assctp. Drp~ialion expense WBS dso overstated. See audit findings 1 and 
22 

Lakes - Water. See audit 6nding - 4 .  

Source: As Referenced 
22 Lead 
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DOCKET NO. 080121-WS: Appl icat ion f o r  increase i n  w a t e r  and 
wastewater r a t e s  i n  Alachua, Brevard, DeSoto, Highlands, Lake, 
Lee, Marion, Orange, P a l m  Beach, Pasco. Polk, Putnam, Seminole, 
Sumter, Volusia. and Washington Counties by Aqua U t i l i t i e s  
F lo r i da .  Inc .  

WITNESS: Direct Testimony O f  DEBRA M.  DOBIAC, Appearing On Behalf 
O f  The S t a f f  O f  The F lo r i da  Publ ic Service Commission 

EXHIBIT DMD-4: Audi t  Work Papers f o r  Finding 5 
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Page 1 of 16 

AQUA UTILITIES FLORIDA, INC. 
UTILITY'S RATE BASE AUDIT 

TWELVE MONTE PERIOD ENDED DECEMBER 31,2007 

SUMMARY OF WORK PERFORMED 
ACCUMULATED AMORTIZATION OF CIAC 

DOCI<ET NO. OSOlZI-El AUDm CONTROL NO. 08-093-1-1 @? 

OBJECTIVE: To d*andnc accllllmlated amortization of CMC for the test year cnded Decembn 3 I, 2007 for Ihc 
epplicable systems. 

WORK PERFORMED 

1) Compiled sumnary schedule of accurmlakd amorbza ' tion of CLAC (Direct costs only. Allocakd 
accumulated amortization of CIAC was audited under aoothc~ WP series.) bdnnccs by approved NARUC 
Uniform System of Accounts. C o p r c d  8 u " ~ ~ y  utility balances to the supporting MPRs, CPRS and thc 
gurcral Icdgn. WP 23 to 23. I 

2) Compiled schedules which inchled beginning balances as set m mC Last Commission Order. Determined 
that adjumnmts pcr last Order wcrc ma&. The accumulatd amonization accruals had beginning and 
ending balances. mthodology for calculating annual accumulated d t i o n  accluals, methodology used 
to detet" aarual d p b ,  mcthodolgy for accounting for Ittimnents a o d a d j u s r m e a t s , a n d ~ ~  
period amortintion exp~lpe. Referenced componcm d adjustments from the annual reports and uaced 
them to the s u p p o r ~ g  MFRs and CPRs. Traced CLAC cotlponcns from December 3 I ,  2007 lo rhc 
gcnad ledger. Noted variances, whicb includes calculating 13-month avmge balances, and requested an 
explanation M supporr from thc conpury. W s  23-1 lo 23-6.5. 

CONCLUSION 

I) Nokd uapupo 

2) Lakc S o y  - Wafer bad overstated their ac"dated a"tion of CIAC applicable to the unsupported 
wnhibutcd plea assets. Amortization cxpcnsc was a h  ovmtated. Scc audit finding 1. 

variances from the following systems: &ala Oaks - Water and Tangerine - Water. See 
audit finging 9 '  

Source: As Referend 
23 Lead 

... . . 
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AUDIT FINDING NO. 15 

SUBJE’CT: OCALA OAKS WATER AMORTJZATION OF CIAC 

AUDIT ANALYSIS: We reconciled the utility filing balances to the company’s book balances 
atDecember31,1987. ByPSCWer21349,dated June7,1989, inDocketNo. 881098-W, 
the Commission established !he Accumulated Amortization of CLAC b a l m  for the Ocala Oaks 
water system. The balance established, as of December 3 1,1987 was $67.362. ‘The utility 
booked a balance of $78,780, for a difference of $1 1,418. 

EFFECT ON GENERAL LEDGER IF FINDING IS ACCEPTED: 

The following adjustment should be made to the &la Oaks water system. 

aq 

Account 407 Amortization Expense $11.418 

Accumulated Amortization of 
Account 272 Confdbutions in Aid of Consruction ($1 1,418) 

EFFECT ON THE FILING IF FINDING IS ACCEPTED: 

The following adjustment should be made to the Ocda Oaks water system. 

Account 407 Amortization Expense $11,418 

Accumulated Amortization of 
Account 272 Contributions in Aid of Consruction ’&2.c/ ($11,418) 

23 -2.5 
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Work Papem for Finding 5 
Page 15 of 16 __ ,, ___ . . -_ - - n - 

ORDER NO. PSC-OS-1242A-PAA-WS 
DOCKETNOS. 040951-WS, 040952-WS 
PAGE 53 

Aqua Utllluea plalda, I n r  
Rue Cnse Audit 

n i d 4  Y a r  Ended December 31, row 

SCHEDULE 2 
PAOBSI OF61 

TANGFXINE UnL17Y SYSTEM - 130 - ORANGECOUNTY 
WATERRATEBASEASOPRME30.2001 

DESCRIPTION PERLlITUN ADNSlMENT REp!ZRTU PBRCOMM 

UTILITY-PLANT-IN-SERVICE I 263,650 I t,lOZ 1 E 264,752 

LAND & LAND RIGHTS 0 0 0 

MNSTRUCIION- WORK-IN-PROORESS 548 0 548 

ACQUISI'llON ADNSIMENT (AA) l29,MM (129.006) 13 0 

CONTRIBUTIONS-IN-AlD-OP-CONSTRUCnON (62.251) 0 (6231)  
(CIAO 
ACCUMVLATED DEPReCIATlON (106,278) 0,307) 1.18.28 (113585) 

27-31 2,832 lSZ3-"35,7S6 ACCUMULATED AMORllZATlON OF ClAC 32954 cn.3.3 
ACCUMULATED AhiORllZAnON OF M (I 2,898) l2,898 13 0 

OTHEX RBOULATURY ASSET 0 0 0 

7CJTAL Lwi2Ls l ,uuu  Llwi?? 

TANOEmE LmUlY SYSTEM - 130 
WATER PLANT & DEPRECIATION AS OF JUNE 30. Mw 

ACCUMULATED 
PLANT DBPRBCUTlON 

ACCTNO. ACCOUNTNAMe B.UANCJ3 BALANCE 

304 
307 
309 
310 
311 
320 
330 
33 I 
333 
334 
33s 

 mu^&^" 
WBUS & SPRINOS 
SUPPLY MAINS 
POWER OENBLULnON EQWMENT 
PuMpnroEQInPm 
WATERlR6AlMB"EQUlF'MENT 
DlslRIBuTlON RBSERVOIRS &STANDPIPES 
TRANSMISSION & DISTRIBUTION MAINS 
SERVICES 
METERS &METER MSTAUATtONS 
HYDRANTS 

I ?,% I 7 I 

TOTAL s2eez11 sauml 



Exhibit D M M  
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20 
21 
22 

23 
24 
25 

26 
n 
28 

29 
30 
31 

32 
33 
94 

35 
38 
37 

NA 
NA 
NA 

NA 
NA 

S5.7e.4z3-3.2 NA 

m5 NA 

W l  NA 
0 NA 

34.910 NA 

1 x 4  NA 

23-3 *@ * + 



DOCKET NO. 080121-WS: Appl icat ion f o r  increase i n  water and 
wastewater ra tes i n  Alachua, Brevard. DeSoto, Highlands, Lake, 
Lee, Marion, Orange, P a l m  Beach, Pasco. Polk, Putnam. Seminole, 
Sumter. Volusia. and Washington Counties by Aqua U t i l i t i e s  
F lo r ida ,  I n c .  

WITNESS: D i r e c t  Testimony O f  DEBRA M. DOBIAC, Appearing On Behalf 
O f  The S t a f f  O f  The F lo r ida  Publ ic  Service Commission 

EXHIBIT DND-5: Audit Work Papers f o r  Finding 18 
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Exhibit DMDS 
Wolk Papers for Finding 18 

Page 1 of 43 

AQUAU”IL1mS FLORIDA, INC. 
UTILITY’S RATE BASE AUDIT 

TWELVE MONTH PERIOD ENDED DECEMBER 31,2007 

SUMMARY OF WORK PERFORMED 
LAND AND LAND RIGHTS 

DOCKET NO. 080121-El AUDIT CONTROL NO. 08493-1-1 

OBJECTIYE: To detemdnc existence of land and land rights for the test year ended December 31,2007, for 
applicable system. 

WORK PERFORMED 

1) Compiled sununary schedules as noted 011 WP 16 lead far land. WPs 17 10 17.1 

2 )  Obtained land deeds 01 other evidence of ownership as well as any contracts or other suppott for land sales aftn 
the mspsaive test periods the Commission utilized to establish rate base for the applicable systems. Detenniacd 
that adjusbmts pcr last Order were made. Traced land amounts to thc supporting MFRs, 0%. and the general 
I~dgcr. W s  17-1 to 17-9.39 

CONCLUSION: 

I )  Noted Rosalie Oaks - Wastewater has support for 8 purehaee for Jd but no land vsluc is stated in the 
MFR. See Audit Finding 2. 

2) Noted Lakt Suzy - Wastewater’s 13-momh average land value is overstated in the MFR. The value of land 
sold WBS ovastated, and a gain resulted rather than a loss. Part of the se!llanent agrcnnent included a 
twenty year lease which violated Rule 25-30.433. See Audit F~nding a. 

Source: As Referenced 
17 Lead 
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Exhibit DMD5 
work Papers for Finding 18 

Page 6 of 43 

Value of Assets 
Basis in land sold: 

No break out d land by parcel 442,800.00 

Apprised value of land sdd 488,755.00 0.39 
apprised value d all land 1,247.859.00 

PmraIed cost basis in land (rounded) 173.434.00 (173.434.00) 

Loss on sale of land (1 07.082 .Sol 

Monthly 
(A) 833.33 
(6) Deferred loss and amalike m r  25 yrs. 356.94 

Rent going faward - $10000 Yr for 25 Yrs 

Totel monthly mnt expense - Lake Suzy WW 

h T 

Aqua UIMHa Florida, I m c  
Rate Caw Audit 

Hlrtorkmi Y w  Ended D e d e r  3 1 , M  

M Q t l O V :  

Aqua FL -Lake Suzy land sale Wastewater Plant Site AU 6392 

Sale of land at Lake Sury 100,000.00 
Less: legal fees (30,000.00) 
Less: other fees 3,648.50 
Net proceeds on land sale 66,351 50 66.351.50 

I . .  . . .  

Meghan Fo, 
of this pare 
<<r;<<<< 

mz 
25,833.35 
11,085.64 

]Back rent 6/05 to 6/08 

Back rent expense 6M5 to 5108 8 Balance !3h& accounts 

Deferred renl due to sale back as of 6/05 (booked 1ZM7) 
Back end futilre rsnl e a ~ h  remilted a1 closing 3 yr ~ , o q O . O O  11 865.64 2007 amwr 
P a t i n  of cash payment eamed I incurred 31 mos 25,833.35 11,065.64 monthly ami 
F'repald rent 1/08 lo 8/D8 (5 mas.) 4.166.65 will remain c 
Deferred rent due lo sale back 96.016.86 life of the ar 

Cash Def loss 
107.082.50 

I Net cash received 

'(30,000.00) 

1712008 36,351.50 - 

(A) Debit Rent Exp. TBD Ops. 33 6392 746500 
Credil PrepaidRenl 33 9.001 162080 

(e) DebiI Renl Exp. TBD Ops. 33 6392 741 500 
Credil Wrd Loss on Sale 33 9001 188200 
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Exhibit DMDS 
Work Papers for Finding 18 

Page a of 43 

Back rent 6/05 to 6/08 

Net cash received 36,315 

Value of Assets 
Basis in land sold 

("0) 

No break out of land by parcel 

Apprised value of land sdd 488.755 39% 

442,800 

Apprised value of all land 

Prorated cos! basis in land 173.434 (173,434) 

Loss on sale of land (107.1191 
c 

1.247.859 

Aqma ualk!a %ri& 
R m C ~ A s d l t  

H1Uork.l Yur EmW Drember 31. ZOW 

. _  - Deudpibn: 

Aaua FL - lake Surf land sale I /  

n - \ q , I r  a 3S( 

37 3q 
-f 

- 
> 

ymn 

Dec-07 
Land Sale lransaction Transacllon w g $  Gain I loss, 
Sale of land a! Lake Suzy 100.000 

Monthly 
Rent going forward - $loo00 Yr for 25 Yrs 

Total monthly rent expense - Lake Suzy WW 

833 
357. 

1.190 
Deferred loss and amortize over 25 yrs. @ 

Less: other fees (3,685) 
Net proceeds on land sale 66.315 I 



~ 

h 

. .  
Miller, Debbie A. 

From: Szqgiel. Stan F 
Sent: 
To: Miller, Debbie A. 
Subject: RE: Lake Suzy Land Sale to Sheppard 

Tuesday, January 08,2008 9:47 AM 

Yes 

Stan 

- 

n 

Exhibit DMD5 
Work P a w n  for Finding 18 

Page 9 of 43 

From: Miller, Debbk A. 
Sane Tugday, Ianuwy 08.2008 8:50 AM 

Subjea: RE: Lake Suq Und Sale to Sheppard 

has this definitety happened? 

TO: -Id, Stan F. 

From: Szayglel, Stan F. 
Sant: Monday, December IO, 2007 11:42 AM 
To: Miller, D e b k  A. 
Cc: Frinkley, Ronald W.; Uhvardk, M n  M.; Ruk'n, Bob; Wh,  Nance L. 
Subject: Lake Swy Land Sale to Sheppard 

Deb. 

As a follow up to the land safe at Me Lake Suzy WW plant the fads (subject to you getting the exacl fees Btc fmm 
lhe doslng sheell lease) are: 

1) We sold back to Mr.. Sheppard this land for $lOO.WO gross 8 %315 net (legal fees $30,000 and rebled 
cksing costs). 
2) In addition at dosing we pald Wee years of cash rent 8/05 to 5/08 @ $10.000 annual or $30.000. This lease is 
a 25 year lease. 
3) The net book value of the land is lumped wilh other land assets but [f the book value for the lump Is allocated 
based on various apprised ValueS we a m  at a NBV for thii land of $lnd4>< 
4) The loss on the land is $101.1 I S  however I recommend we treat thls kos  as a deferred asset and amortize this 
expnse over the lease life which is 25 years. 
5) We need to "I back rent up lhrough 12107 (cash and deferred amortization) 

Nance, 

From a regulatory view do you see any issue with us treating the loss on sale of asset as a defened assew 
amorlized Over 25 years to reflect correct rent expense? 

Thanks 

Stan 

l!W2008 \I -4.c 
, 
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Power Plant 

Debit 
credit a&. 101 173.434.00 

Nothing - per Megan FOX 

Megan assurfed me Ihal Ihis enlry wwld M t  posl lo LawMn GL 

Lswson 

Debit 186200 173.434.00 Misc. Deferred Charges 
Cretin 3oMx)O 173.434.00 Plan1 Assels 
To record retirement Of land sold. 

- 

131XXX 36,351.50 Cash 01108 Enlry Debil 
Credit 186200 36.351.50 Misc. Deferred Charges 
TO record net proceeds from sale. 

Debir 162080 4.166.65 Prepaid Rent- 5 "JkpO*W 
Debit 741500 25.833.35 Rent Expense -31 numtkpon\orr 
Credil 
TO record rent expense and prepaid. 

Debit 741500 11,085.64 RentExPense 
Credit 188200 11,065.61 Mic. Deferred Charges 

3 

166200 30.OOO.00 Misc. Deferred Charges - 31r months & cent $,pclo- 
5 (./OS - B/& 

NPI 186200 96.016.86 Balance of loss on sale of land (deferred renl) . 
96;016.66 Per sates m m a r y  

0.00 Variance 
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bfw& 
Ilne M 

-t k t i v i t y  RdU” lclln Dcbit Credit ............................................................... ...... .............. .............. Line 
1 Po01 w621o-ww JE 17f,b34.00 

omcr D.fcrrd W-suEp-UoI117. Bcac L & t  Sutv lmd a le  

4,166.65 

25.1135.55 

11.06s.64 

*e* rotsls for 3arnel mtrv I- U-Do , Sowce CDde JE mte. Credits 
Ban . . . . . . .  216.499.bb 214.4w.65 
Rwwu . . . . .  U.W 0.00 
mmd . . . . .  214AW.65 214.4W.64 mi t . . . . . . .  , 0.00 0.00 

3D.m.00 

11.ob5.64 

0 I t t K e K C  
0.00 
0.00 
0.00 
0.00 

Deblt. *edits y.c . . . . . . .  214.499.65 214,6W.64 
Rwun . . . . .  0.00 0.00 
Entered . . . . .  214.499.64 214.4W.64 
Lhtt . . . . . . .  0.W 0.00 

DltfWmce 

0.w 
0.00 

o.m 

0.w 

! 
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Dcscrlptlm: - - - . -  -.-. 
IN TAE CIRCUIT COURT OF THE T W E L m  JUDICIAL CIRCUIT 

IN AND FOR DESOTO COUNTY, FLORIDA 

DALLAS S H E F ” ,  
Plaintiff, 

V. 

AQUA UTILITIES FLORIDA, 
INC., a Florida Corporation, W a  
AQUA AMERICA FLORIDA, 
INC., and/or AQUA SOURCE, 
INC., successor to AQUA SOURCE 
UTILITY, INC., and LAKE 
SUZY UTILITY, MC., a 
Florida Corporation, 

Defendants, 

And 

LAKE SUZY UTILITY, MC., 
countcr-Plaintiff, 

V. 

DALLAS SWARD, 
Counw-Defendant. 

Case No.: 2005-CA-001120 

SETTLEMENT AGREEMENT 

THIS SElTLEMJPlT AGREEMENT is entered into between Dallas Shepard and 

Lake S u y  Utility, Inc., on or about November 30,2007. 

WW, there is a lawsuit pending between the parties, as shown in h e  

Caption above, pending in the C m i t  Court of DeSoto County, Florida, styled L!i& 
v. Lake Suzv U tilitv. hc.. et al., in c w  number 2005-CA-001120 (hereinafter 

the “Lawit”); and 

WHEREAS, neither party admits the truth of any of the allegations ma& by the 

- 1 -  
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Hbtorial Yar Ended DecslllbLl31.1001 I 

. _. -. Dwr1pIic.m 
- .  __ -. 

o h  co- in the pleadings or other documents of record in this cast, nor does either 

admit any liabiiity to the other for any of the facts and circumstances alleged in the ~IJ %/I/& 

pleadings; and 

WHEREAS, the parties intend to consummate a conveyance of real property 

DeSoto County, Florida, said property being used by Lake S u y  Utility, Inc., as a 

wastewater treatment plant (and that pmperty appurtenant thereto wed for a water 

metcr/or water pumping site), said real property being further identified as that property 

described in SubExhibit F to Exhibit A of the Complaint m the Lawsuit (hereinafter 

referred to as the "Property"; and 

I 
I 

WHEREAS, Dallas Shepard intends to assign his beneficial interest in the 

Propmty to ATP LAND, LLC, a Florida Limited Liability Company, of which Dallas 

Shepard is the Managing Member, and where Dallas Shepard hereby intends to bind ATP 

WWD, LLC to lease the Property to Lake S u y  Utility, hc.; and 

WHEREAS. the partie intend to resolve all disputes between them, and between 

any other partr named in the Complaint, by performing the actions described herein; 

NOW THEREFORE, in consideration for the mutual promises, covenants, and 

agreements between the parties below, the parties agree as follows: 

1. Lake S u y  Utility will deed, by Warranty Deed, the properly described in sub- 
exhibit F to Exhibit 1 of the complaint to ATP LAM) LLC, a copy of which is 
anached hereto as Exhibit "A" to this Settlement Agreement. 

Lake S u y  Utility and ATP LAND, LLC, will execute the h e  attached to the 
Complaint as sub-exhibit (3 of Exhibit 1 to the Complaint (hereinafter referred to 
as "the Lease"), with the following addenda or modifications, a copy of said 
Lease and addenda attached hereto as Exhibit "B" to this Settlement Agreement 

a. The effective date of the lease will be June I,  2005, and will be for a term 
of twenty years, expiring June 1.2025; 

2. 

. / 7 * 4 . Y  

- 2 -  
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3. 

4. 

5. 

6. 

n . -  

hrerlptlon: - - _. 

b. Lakc S u y  Utilities and ATP LAND, LLC will provide updated addresses 
for Notice as contemplated in Paragraph 20 of the L e a ;  

ATP LAND, LLC will acknowledge tbat all rent due under the Lease is 
current or has been received through May 3 1,2008, with the next mtd 
payment of $5.OOO.oo (for the six month term beginning on or about 
January 1,2008, through June 30,2008) due on May 31.2008; and 

Peragraph 29 oEthe Lease, relating to the applicable laws relating to 
decommissioning a wastewatn treatment plant, shall be modified to 
& a t  the laws of DeSoto County apply, not the laws of Sarasota County. 

c. 

d. 

Dallas Shepard will pay LaLe Suzy Utility the sum of $lO0,000.00 for the 
purchase of the Real Property, and the parties agree that this amount is the 
effective purchase price of the Real property. In lieu of multiple cash exchanges 
between the &es, the $100,000.00 merit will be reduced by certain sums 
delineated as follows: 

a Dallas S m d  and/or ATP LAND, L E ,  shall, as contemplated in 
Paragraph 2(c) of this Settlement Agreement, acknowledge receipt 
of $30,OO0.00 Erom Lake S u y  Utility as Rent due under the Lease 
fortheRntalperiodfrom June 1,2005,throughMay31,2008,md 
shall execute the “Receipt of Rent” attached hereto as Exhibit “C.” 

Dallas Shepard shall also acknowledge the receipt of $30,OO0.00 
h m  Lake Suzy Utility, Inc., m full and final settlement of any 
damages, costs, expenses, and/or attomey fees alleged in the 
Complaint of the Lawsuit, and shall execute the Receipt attached 
hcnto as Exhibit “D.” 

b. 

The pSrties therefore contemplate that for the purpose of conveying tbe Real 
Property, Dallas Shepard need only deposit with the Escrow Agent (as described 
in Paragraph 4, below) the sum of $40,000.00 plus his share of any closing fees 
and costs attributable to him, said closing fees and costs BS identitied in the 
foU0wing PEnagraPhs of this settlement Agreement. 

The law office of Eugene E. Waldron, P. A., will act as the cscrow and closing 
agent for the t~ansactions described above, and Dallas Shepard will execute an 
authorization allowing said office to so act and waive any c o d i d  of interest 
arising solely out of said office’s npresentation of Lake S u y  Utility. Inc.. or its 
parent company or any affiliates. 

Lake Suzy Utility will pay for the recording fces for the h e  (not to exceed 
$50.00). 

Lake Suzy Utility will pay Documentary Stamp Taxes not to exceed $700.00. 

Work Papen for Finding 18 
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Dallas Shepard and/or ATP LAND, LLC will pay for recording fees of the deed 
(not to exceed $50.00). 

Lake Suzy Utility, Inc., will pay for title insurance. 

All other document pparation fees and closing costs will be equally shared by 
the parties, and payable to Eugene E. Waldron, Jr., P. A. 

other than as delineated above for expenses related to the closing, each party will 
bear their own atbmey fees and coats. 

Each party will execute a release to the other, in the form attached hereto 85 
Exhibit “IT’ to this Settlement Agreement. 

The parties and their attomeys shall execute a joint stipulation for dismissal of the 
entire Lawsuit, effective as to all named parties (and each of their Complaints and 
Countercomplaints) in the form attaohed hereto as Exhibit ‘IF’ to this Settlement 
Agreement, and specifically agree to the discharge of any Lis Pendens 
filed in this l a d t  and Recorded in the official Records of DeSoto County. 
Florida 

It is expressly agreed and understood that the personalty and equipment used in 
the operations of Lake Suzy Utility (notwithstauding that much of the equipment, 
buildings, and PeRonalty could be charactenzed ’ as a ”fixtuff” under Florida law), 
is not t”d to ATP LAND, LLC, and that Lake Suzy Utility, Inc., its 
SUCC~SSOIS and assigns, retains all right, title and interest to all personal property 
located on the Propem, including (but not limited to): All of the assets, 
properti- and rights of which are held, wed or useful in collecting, distributing, 
pumping or treating water and/or wastewater, or in providing water and/or 
wastewater service for the public; Any and all water and wastewater pipes, mains 
and facities located within the Property; Any and all wastewater mtment  and 
disposal facilities located on the Property; All water mcters and vaults located on 
the Roperty; and All rights to easements (whether by graut, implidon, or 
prescriptiOn) that lie upon other pper ty  (the Servient Tenements) and benefit, 
either directly or indirectly, Lake S u y  Utility, Inc., or ATP LAND, LLC, whether 
or not said easemenb are shm on any deed, plat, or map. 

All parties agree to execute any document reasonably required by the other to 
effectuate the transfer of the property ,  the reporting and payment of any tax- due, 
and to effectuate the terms of this SettIement Agnemaa. 

WHEREFORE, AS EVIDENCE OF THE PARTIES’ INTENT TO BIND 
THEMSELVES TO THE TERMS AND CONDITIONS CONTAlNED HJ3RElN, THE 
PARTES AFPDL THEIR SIGNATURES AS FOLLOWS 

- 4 -  
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DALLASSHEPARD 

LAKE SUZY UTILITY, INC. 

BY: 
JOHN H. LIHVARCIK 
VlCE PRESIDENT 
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DATE 

APPROVED AS TO FORM: 

KELLER LAW OFFICE, P. A. EUGENE E. WALDRON, R, P. A. 

Pamcla D. K e k ,  Esq. 
Florida Bar No.: 082627 
110 Sdivau Street, Suite. 112 
hmta Gonia, Florida 33950 
941-505-2555 863-494-4323 
Attomey for Dallas Shepard 

Paul Bennett Sewy, Esquire 
Florida Bar No.: 0690252 
124 North Brevard Avenuc 
Ardi&Florida 34266 

Attorneys for Defendant Lake Suzy Utility, Inc. 

- 5 -  
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EXHIBIT “A” TO SETTLEMENT 
AGREEMENT . 

REAL PROPERTY DESCRIPTION 



.- 

A PARCEL of land lying i n  tho NW 1I4 of Section 31, Township ?9 
South, Range 23 East, De Soto County, Florida, more part icular ly  
described as follows: 

Corencing at the Northwest corner of sa id  Seation 31, thence N 

E (Itinuing tj 89 05'111" 8 ,  a dlst8nCe of 1300.00 Eegt; thence s 
distance of 1300.00 feet, thence N 0 54'42" w, a distance of 
200.00 feet to the POB; containing5.97 acres more or less. 

'19 PS'X3" E, a p t a n c e  of 832.00 feet t o  the POB; thence 
0 a 54'42" E. a distance of 200.00 fee&; thence 8 89 05'18" W a lb.iqr,,F3. 

- fC;J,39I 
_cc _. -__ . - - . ._ .. .. . - - 
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Daulplion: ._ - . - - . LEASE 

This is aLease between : &&.ATP LAND, LLC 
Jnc., a Florida corporation (“Tenant”), dated as of the - day of , . 

In consideraton of the rents to be paid hereunder, the mutual promises and covenants 
contained herein, and for other good and valuable consideration, Landlord and Tenant hereby 
covenant and agree as folIows: 

I (“Landlord”) and Lake Suzy Utility, 

1. DemiseofPrem ‘ses. Landlord docs hereby lease to Tenant, and Tenant does hertby 
rent from Landlord, the real property described in Ekbibit “A“ annexad hcreto and all improvements 
thereon, together with all of Landlord’s easements and privileges appertaining to or used in 
connection thcrcwitb (collectively. the ”h”). It is "toad that the Prcroiscs does not 
include any buildings or other structures which are and wiU remain the sole property of Tenant. 

2. m. The term of this Lxase shall commence on the Commencunent Date (as 
defined below) and shall terminate upon the earlier to occur of (i) twenty (20) y e u s  from the date 
hereof or (ii) Written notice from Tenant to Laadlord that Tenant no longer nqwm the Premises for 
operation of a waste- faciity. 

3. w. The rental for each six (6) m o d  period of the term hemof shall be the sum 
of Five Thousand Dollars (S5.000.00) per six (6) month period, payable m advance. In addition to 
the afomnentioned rental Tenant shall be responsible for those costs and ~cpenses 
heminafter qpccified. 

ThePmises areleased subject to any andall conditionsthat 
an llccurate em- would disclose, Tenant agreeing to bdemnify Landlord 
~~yandallclaimsforpersonalinjuryor~pertydamagetoTeaanYs~pcrtycauscdbyany 
defcctsintheRcmisas. 

* .. 4. 

5. ?hisLeaseshallbesubjectandsubordiaateatalltimwtothclianof 
any morlgage or mortgages. now cncumbe&g the Remises, or which Landlord may at any time 
placeagainstthe pnmlsts. Tenant agrees to execute sucb documcmts as may be requesttd by any 
mortgagee to evidence the subordination contained henin; provided, howsver, that as a condition 
of such subordination. the holder of such mortgage shall be required to agtw wlth Tezmnl that, 
notwithstendlng the foroclosun of such mortgage, Taunt‘s occupancy of the Premises shell not be 
disbubed 80 long as Tenant is not in default hereunder and attoms to such Mortgagee and agrees to 
perform all obligations owed to Laudlord hereunder for the beno& of such Mortgagee. 

6. -. Tcasnt wiIl keep the Pranisea in a clean and sanitary condition 
duriog the term of this Lease d any renewal terms, at Tenant‘s expenso, and will comply with all 

4 x 5 1 ~ 1  
v.a 

SOURCE 
\I-?. 17 
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9. m. Tenant shall pay for all u t i l i  services supplied to the Prcmiscs for the 
benefit of Tenant and shall pay al l  charges for the wllsction of refuse from the Pmmisw. 

io. -w T . Tenaatshallpayallstatc,county,munioipaloccupatiMlal 

govemental ordinances and directions of proper public officers in connection with such 

Net Lease. It is the intent of Landlord and Tenant that this Lease be a "Triple Net 
Lease", meaning that Tenant shall be respnsibie for the payment of all insurance, utilities, res, 
maintenance, replacement, sales and usetaxes, property taxcs'and charges and impsitions relative 
to the Pmnim and/or Tenant's use and occupancy thereof, except that Tenant shall not be 
responsible for the payment of any mortgages or other liens placed upan the p d s s  by Landlord 
nor for the payment ofany income taxes of Landlord. 

-t. Landlord agrees that Tenant may make, at its own expense, 
any alterations, repairs, replacements or additions to the improvements on the Pnmises, provided: 

Tenant shall perform such alterations, repairs, replacements or additions, in 
accocdan~ with the statutes, ordim"?, rufes, regulations and orders of all public or quasi-public 
authorities having jurisdiction thereof and in accordance with the rules and regulations of the local 
board of Fire Insurance Underwriters; and, 

maintenance during the term ofthis Lease. 6 

7. 

8. 

(a) i 

L 

I 

(b) The Premises shall at all times be kept free and clear of all mechanic's, 
materialmen's, labor or other liens or claims of liens, and Tenant agms to indemnify and save 
harmless Landlord from all claims, demands and liability, including damage to person or property 
arising out of or in connection with any such work; and, 

436518 
v.1 2 
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11. &g. The Premises may be used for any and all legal purposes so long as such use 
does not change the character of the Premises. Except as hereinafter provided, Tenant shall comply 
with all governmental laws, ordinances and regulations applicable to the use of the Premises, and 8 
shall promptly comply with all governmental orders and di&tives for thecomtion,pmntionand 
abatement of nuisances, in or upon, or connected with, Tenant's use of the Premises. Tenant will not 
permit the Premises to be used for any purpose or in any manner which would render the insurance 
thereon void. 

In theeventTenantcontaminatesthePrexnisesoranyadjacentpropertywithhazardomwaste 
in wnnection with its use of the Premises, Tenant agrees to hold harmless and indemnify Landlord, 
and Landlord's SUCC~SSO~S and assigns from any and all claims, suits, actions, debts, damages, costs, 
charges, and expenses, including attorneys' fees, paralegals' fees, legal assistants' fee sand costs, and 
against all liability, losses and damages of any nature whatsoever, that Landlord may at any time 
sustain by reason of any such contamination. 

12. Bepresentations of Lnn dlod. Landlord repnsen(s that as of the Commencement 
Date, the Premises complies with all applicable laws, ordinances, statutes, regulations, orders. rules 
and restrictions relating thereto (the "Applicable Laws"), and that the Premises and the existing and 
prioruswthenof(inc1udiogarryuses by its formertenants) hasnotprior tothe Commencement Date 
and does not currently violate the provisions of any Applicable h relating thereto. Landlord 
hereby indemnifies Tenant and agrees to defend and hold Tenant harmless from and against any and 
all third party obligations, liabilities, claims, suits, debts, accounts. liens or encmbranoes, and all 
costs and cxpcnscs, includingreasonable attorneys' fees relating thereto, that Tenant my suffer or 
incur and that result from the ownership, leasing, operation, or prior use by Landlord (or a@ former 
tenant of Landlonl) of the Premises prior to the Commencement Date. If the Premises at any time 
fails to be in compliance with the Applicable Laws based upon the actions or inactions of Landlord 
prior to the Commencement Date, Tenant shall notify Landlord of such lack of oompliiance snd, 
Within seven (7) days of such notice. Landlord shall take all flccessafy meesures to bring the 
Premises into compliance with the Applicable Laws. 

13. Insuranq . AtalltimessubaquenttothecommencementdateofthetermofthiSLeass 
and during the full term, Tenant shall keep the Premises covered, at Tenant's sole cost and ntparse 
against claims fdr personal injury or propexty damage under a policy of g e n d  public liability 
insurancewithlimitsofatlesstOneMillionDollars(S1,000,000.00) i n re spec t tobod i lymad  
Five Hundred Thousand Dollars ($500,000.00) forpropezty damage. 

All~n~nquircdtobemaintainedby Tenantshall beeffe-ctedby validandenfo-ble 
policies issued by insurers licensed to do Wms in the State of Florida, countersigned by an sgent 
Licwsd to do business in Florida and of racognized responsibility satisfactory to Landlord. withi0 
fifteen (IS) days after the Commencement of the term of this Lease, Tenant shall promptly deliver 
to Landlord the original policies as specified above and withi ffieea (IS) days aAer the p d m  
of each such policy shall become due and payable, such premium shall be paid by Tcna~t and 
Landlord shall be h i s h e d  with satisfactory evidence of suoh byment. 

436510 
" . I  
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~rrr(ph0n: __ 
AU policies of insurance required to be maintained by Tenant shall name Tenant and 

,ul+ Landlord as the insureds as their respective interests may appear. 

14. m c t i o n  bv Ca.sual!y . In the event of damage or destruction to the Premisw, or 
any portion thereof, by fin or other cause, Tenant shall have the option to repair or MtOn the w e ,  
BS thc c ~ s e  m y  be, at Tenant's e-, or to terminate this Lease. If tenninetion is elected, the 
provisions of Section 29 hereof shall bscome applicable. 

15. Condemnatim. In the event that any portion of the Premises or dl of the Premises 
are taken under condemnation proceedings, or by sale under threat of condemnation, Tenant shall 
have no right to any portion of the condenmation award, except for Tenant's Utility lints (as 
discussed hemin). If the portion of the Premises taken is such that Tenant is not m&h& affected I 

! in the conduct ofTenant's  bus^ then this Lease shall continue in full form and effect with no 
abatement of the obligations of Tenant hereunder as though such property was not taken. If, on the 1 
other hend, the takiw of a portion of the Premises is such as to materiaUy affect the conduct of 
Tenant's business, then and in that event, Tenant shall have the right to terminate this Lease. subject 
to the provisions of an equitable abatement of rent hereunder. 

16. Eptrv Umn F"k. Tenant agrees that Landlord may at any reasonable time or 
times during the business hours ofTenant, enter upon the Premises for the purpose of i n v t i n g  the 
same, or to make necessary repairs where Landlord is obligated to make such repairs or where 
Tenant is delinquent in makiig repairs it is obligated to make. 

1 7. ' . TenantshalIaotsubtetthePnmi~~assignthisLease 
Without the wrinen consent oflendlord, which shall not be umasonably withheld. 

Notwithstanding anything stated abovc,Tcnant shall at all times during the term hereof have. 
the right without baving to obtain Landlods prior approval therefor to assign this Lease or to 
sublease all or any portion of the Premises to (i) any AEliate (defined below) of Tenant, any 
Succwsorentitits or persons by Viaue of mcrger,oonsolidation, liquidation, mcg" * 'norother 
operationof law; (ii) to the purchaser (or an Affiliate of the purchaser) of any material portion ofthe 
assets of Tenant, or MY portion of the business conducted by Tenant at the Premises (however, 
Tenant shall at all times remain Rsponsible for the pay- of the Rcnt bereunder); (iiii cmy 
W e t s h i p  or joint venture in which Tenant or an Afiliate of Tenant is a partner or a joint venturer 
thatactivelyparticipatesinthebusine~thereof;and(iv)~cnti~.Pccupyings~inUle~~ 
principeuy for the purpose of providing sexvices to Tenant or its Affiliates. As used in this Leasc, 
the Term "AfTiliate" shall mean (i) any person or entity controlliig, controlled by or under common 
~ ~ n t r o l  with Tenant, or (id) any person or entity controlli, controlled by or under common control 
with Tenant's parent or any subsidiary of any tier offemt's parent. 'w" as used hereinmeans 
the power, directly or indirectly, to direct or cause the direction of the management and policies of 
the controlled person or entity. The ownership, dinctly or indirectly, of at least 51% of the voting 
seouritiesof,orthepossessionoftherto voteintheordinarydi~tionofitspffain,atlesstS~% 
of the voting interest in, any penon or entity shall be presumed to COMtitutc such control. 

4 
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18. covenan@ as to Breach and &medim In addition to default by Tenant in any Of 

of all, or substantially all, of Tenant's property, 01 (b) a general assignment by " I t  forthe benefit 
of creditors, or (e) any action taken or suffered by Tenant under any insolvency or banla;uptcy act 
shall also constitute a breach of Uli Leasc by Tenant. 

Tenanrspromisfforcovmantshereunder,either (a)theapphtment ofareceivertotakeposse~on 

In the event of breach of this Lease by Tenant, if Tenant has not cu rd  such default Within 
14 days of Tenant's receipt of written notice from Landlord describing such default, or in the event 
of renunciation of this Lease by Tenant before the expiration of the term hereof, Landlord m y :  

Treat this Lease as terminated and resume possession of the hemises, having 
immediate right of reentry, and may remove all persons and property from the Premises, and ma)' 
store such property in a public warehouse or elsewhere at the cost of and for the account of Tenant; 
or 

A. 

B. 
the Premii; or, 

C. 

Landlord may retake possession of the Premises forthe account of Tenant and relet 

Landlord may stand by and do nothing and shall have the right to sue Tenant for any 
sums or obligations due hereunder. 

No such re-entry or taking possession of the Premises by Landlord shall be construed as an 
election on itsparttotenuinate this Lesse,unlesswritten notice of such intentionbe given toTenant, 
or unless the termination thereof be decreed by a court of competent jurisdiction. 

In the event Tenant defauts or breaches any of the tenns, conditions or promises of Tenant 
huein contained, and Landlord is put to the necessity of employing an attorney in order to collect 
wsumorSUmofmoney whichmaybedwby-nofsuchdefault,oroth.rwise take suchsteps 
or legal action asmay benMxssary to enforce such terms, conditions orp"ises,thenTenant agrees 
to pay-nable attorneys' fees paralegals' fees legal assistantd fees and court costs and expenses 
inconaectiontherewith. 

. In the event Landlord shall pay 19. -of T- 
or be compelled to p y  a sum of money, or to do any act which requires the payment of any money, 
by reason of the faiilure of Tenant to perform one or more of the tymvnants herein contained to be 
kept and performed by Tenant, then in such event, the sum or sums so paid by Landlord, together 
with all intmst, expense or obligations incurred by Landlord. shall be considered as additional rent 
and shall be due and payable from Tenant to Landlord. 

Wke~. All notices to be given to Tenant shall be given in witin& personally, or 
by depositing the sane in the United Stata Mails, certifibd or registend. return receipt "ex!, 
postage prepaid and addressed to Tenant at 11 100 Brittmoore Park Drive, Houston ,Texas 77041. 

. .  

20. 

43651 
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Notices and mtal p p c n t s  hereunder to be given to Landlord shall be given in a like manner and 
addressed to Landlord at: 12408 S.W. Sheri Avenue, Lake Suzy, Florida, 34266 or such other 
address as Landlord shall hereafter designate in Writing. Notice shall bedeemed to have been given 0.g 
upon receipt if given by personal delivery or three (3) days after deposit in the mail if mailed. 

/7 

21. m. In the event Landlord does not insist on a strict performance of any of the 
terms and conditions hereof, such shall not be deemed a waiver of the rights or remedies that 
Landlord shall have to insist upon strict performance of any such terms or conditions in the fi~ture 
or any other conditions and terms of this Lease. 

s- Om &.&gg@ . . The conditions and covenants hmin contained shall apply 22. 
to and bmd the heirs, successors, personal representativesandaigns, where allowed, Of the parties 
hereto. 

23. of anv Provisions. if any tem, covenant, condition or provision of this 
Lease shall be held to any extent to be invalid or unenforceable under applicable law, the remaining 
terms, covenants, conditions and provisions of this Lease shall not be affected thereby but shall 
remain in 1 1 1  force and effect. 

24. MisccllaneolQ . The masculine, feminine or neuter gender, wherever used herein, 
shell be deemed to include the. masculine, feminine and neuter whenever and wherever applicable 
herein. Whenever the singular is used it shall be deemed to include the plural whenever and 
wherever applicable herein. 

25. ous Substances . Tenant shall indemnify, protect and hold harmless Landlord 
and each of its rwpective subsidiaries h m  and against all costs and damages incurred by Landlord 
inconnectionwiththepresence,~~tio~~~tion,disposal,~l~eorthreatenednleaseofany 
oil or other petroleum products or hazardous materials or substances on, within, or to or from the 
Premises as a result of (i) the opemtions of the Tenant after the Commencement Date and (ii) the 
activities ofthirdpartiesaftiiiated with Tenant or invited on the Premises by Tenant. Landlord shall 
indemnify.proteotandhold~lessTenantandeach ofitsrespectivesub&lh-ies hmandqainst  
all and damages in~urrcd by Tenant in conncctiOn with the presence, emanation, migration, 
disposal, release or thnatencdrelease ofany oil or other petroleum products or haza~Ious materials 
or substances on, within, or to or from the Premises as a result of (i) any activity or action by any 
Party Prior to the Commencement Date, (i) the condition of the RCm1se-s prior to the 
Co"comen t  Date, inohding any future manifestations of such conditions, or (iii) the activities 
of Landlord or the activities of any third party not affiliated with Tenant and not invited on the 
Premises by Tenant &&party agrees that such patty will promptly give written notice to the other 
partyofmyinvest&tion.claim,dnaaod, lawsUirorotheraction byanyg"rncntalorrcgulepulatory 
a%Wy or private. party involving the Premises and any hazardous substance or environmental law 
of which such party has actual notice. 

43651 
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26. &gn 'red Statemea. Florida Statute $404.056(7) require~ the folloWing statement 

to be included in this Lease: RADON GAS: Radon is a naturally occUning radioactive gas that, 
when it has accumulated in a build- in sufficient quantities, may present health risks to persons 
who are exposed to it over time. Levels of radonthat exceed federal and state guidelines have bcen 
found in buildings in Florida. Additional information regarding radon and radon testing may 
obtained from your county public health unit. 

27. !&!&erofJurvT rial. Landlord and Tenant hereby waive trial by jury in any action, 
proceeding or counterclaim brought by either of them against the other or any matters whatsoever 
arising out of or in any way connected with this Lease, the nlationslrip of Landlord and Tenant, 
Tenant's use or occupancy of the Premises, andor claim of injury or damage. 

28. Relationghiepfthe Pub 'Q. Nothing herein contained shall be deemed or constwed 
ascreatingthe relationship ofprincipal andagent or ofpartnership orjoint ventme betwan Landlord 
and Tenant; it being understood and agreed that neither the method of computing rent nor any other 
provision contained hemin nor any acts of Landlord and Tewnt shall be deemed to create any 
relationship between the parties other than that of Landlord and Tenant. 

29. Oblieations of T e m t  on T w. Tenant agrees that upon the termination of 
this Lease for whatever reason, either upon the completion of the term hereof or otherwise, it will, 
at its sole cost and expense cause the water and wastewater treatment plants situatedon the Premises 
and all percolation ponds, drainfields and other components of the utility system situated on the 
Premises @ut exclusive of l i e s  and laterals which an underground) to be decommissioned in' 
accordance with all applicable regulations of the Florida Department of Environmental Protccdon, 
Sarasota County and any other stale or federal agency having jurisdiction. 

olu 'et Eniovma . Landlord covenants that it now has good title to the Premises, frea 
and clear of all liens and encumbrances. Landlord repmnts and warrants that it has full right and 
authority to enter into this Lease and that Tenant, upon paying the rental herein set foah and 
performing its o h  covenants and agreements herein set forth, shall peaceably and quietly have, 
hold and enjoy the premises for the term hereof without hindrance or molestation from Landlord, 
subject to the terms and provisions of this Lease. 

30. 

31. w. 
a. Tenant shall be liible to Landlord for and shall indemnify and hold harmless 

Landlord and Landlord's pamen, venturers. directors, officers, ageats. employees, 
invitees, visitors and contractors from ell claim, losses, costs, damages or expenses 
(including but not limited to attorney's fees) resulting or arising or alleged to result 
01 arise from any and all injuries to or death of any person or damage to or loss of any 
Propeay caused by any negligena, or intentional " d u c t  of Tenant or Tenant's 
partncrs,ventunrs, dhwtors, officers, agents, employees.or by any breach, violation 
ornon-paformanceofluryoovenantoffe~tunderthisLeaseotherthananyinjury 

43651 
v.a 7 
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or damage arising (or allegedto arise) out ofany negligence, intentional misconduct 
or breach of the term of this Lease by Landlord or Landlord's partners, venturers, ab t(1 I '' 
directors, officers, agents, or employees If any action or proceeding should be 
broughtbyoragainstLandlordinconneaionwithanysuchLiabilityorclaim, Tensnl, 
onnoticefromLandlord,shalldefendsuchactionorprocPeding,atTwrant'sexpensc, 
by or through attorney's reasonably satisfactory to Landlord. 

Landlord shall be liable to Tenant for and shall indemn-e and hold harmless T-t 
and Tends partners, venturers, dmtors, officers, agents, employ=, m a s ,  
visitorsandcon~orsfromallclaims,loossas,costs, d a m a g e s o r e x p e m s ( i 1 ~  
but not l i t e d  to attorney's faes) resulting or arising or alleged to result or arise from 
any and all ijuries to or death of any person or damage to or loss of any proply 
caused by any mgligence or intentional misconduct of Landlord or Landlord's 
partners, ventuws, directors, officers, agents, or employees, or by MY breach, 
Violation or non-performance of any covenant of Landlord under this Lease other 
than any injury or damage arising (or alleged to arise) out of any negligencs, 
intentional misconduct or breach of the term of this Lease by Tenant or Tenant's 
pa",  venturers, directors. officers. agents, or employees. If any action or 
proceeding should be brought by or against Tenant in connection with any such 
liability or claim, Landlord, on notice from Tenant, shall defend such action or 
proceeding, at Landlord's expense. by orthrough attomeysreasonably satisfactory to 
Tenant 

b. 

c. 

The parties hereto k v e  exccuted :his Lease the date indicated. 

Dated this - day of ~ . 
WIRJESSES: ATP LAND, LLC 

By: 
As its: 

Datedthis-dayof , . 
WITNESSES: Lake Suzy Utility, Inc. 

BY: 
As its: 

436518 
v. 1 
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STATE OF FLORIDA 
COUNTY OF DESOTO: 

The foregoing Lease was acknowledged before me this __ day of November, 
2007, by DALLAS SHEPARD, who (check one) 0 is personally known to me, or 0 
identification. 
who produced as 

Notary Public, State of Florida at Large 
My Commission No.: 
My Commission Expires: 

STATE OF FLORDA 
COUNTY OF DESOTO: 

The foregoing Lease was acknowtedged before me this - day of November, 
2007, by JOHN H. LIHVARCIK, who (check one) 0 is pasonally known to me, or 0 
who prudnced as 
identification. 

Page 29 07 43 

Notary Public, State of Florida at Large 
My Commission No.: 
My Commission Expires: 



Pam1 malainhg 19.5H am. 

A PARCEL of land lylng i n  the NW 1/4 of section 31, Township .39 
South. Range 23 E4rt. De Soto County, ,Florida, more particularly 
described as follows: 

Ccpencing at the Northweat corner of raid Sec+ion.31, thence N 
-89 95'18" E. a distaste of 832.00 f e e t  to the POBi thence --~-. - 

%-Giki-i 89 OS'~IY n a 
*isace of 1300.00 feet, thence N 0 
200.00 feet to the POB; containing S.97 acre6 more or less. 

4'42" W, a distance of  

.. . - -. _._ ... ̂ _  

EXHIBIT "A" TO LEASE 

INITIALS OF DALLAS SHEPARD: 
INITIALS OF JOHN LIHVARCIK: 
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IUmrICII Ymr Ended m b e x  31,2007 

.. -. 
Daaiptlonr 

ADDENDUM TO LEASE 

This Addendum is enwed into between the parties to amend the tenns and 
provisions of a certain Lease between ATP LAND, LLC (“Landlord’’) and Lake SuzY 
Utility, Inc. (“Tenant”), executed on the same date as this Addendum, to which this 
Addendum is attached: 

The entire h e  shall be amended to reflect that the Landlord is ATP LAND, 
U C ,  a Florida Limited Liability Company; ATP LAND, LLC, shall be substituted 
wherever the Lease refers to “Dallas Shepard” or my assignee of Dallas Shepard. 

The “Commencement Date,” meaning the beginning of the tenn of the lease, is 
defrned as June 1,2005. 

Paragraph 20 of the Lease, titled “Notices,” is amended to reflect that Notices 
given to the Tenant shall be delivered by certified or registered mail, rem receipt 
requested, to: 

Aqua Utilities, hc. 
A?TN: LegalDepsrtment A m  LegalDqwQnent 
762 West Lancaster Avenue 
Btyn Maw, Pennsylvania 19010 

ATP W D ,  LLC 
12408 SW Sheri Avenue 
Lake S u y ,  Florida 34269 

Lake S w y  Utility, Inc. 

P.O. Box 490310 
Leesburg, Florida 34230 

Paragraph 29 of the Lease, entitled “Obligations of Tenant on Termination,” is 
amended so that the word “Sarasota” is stricken, and the word “Desoto” substituted in its 
stead, in the last line of said Paragraph. 

LANDLORD: 

ATP LAND, LLC 

BY: 
DALLAS SHEPARD 
MA”G MEMBER 

WlTNESS AS TO JANDLORD 

WI’lNESS AS TO LANDLORD 
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Hirtolial Y e n  Ended Dmlnbrr 31,24W 
08093-1-~ 

D"Cripcl.8: - -  
STATE OF FLORIDA 
C O U "  OF DESOTO @ b  

The foregoing instrument was achowledged before me this - day of  
November, 2007, by DALLAS SHEPARD, who (check one) 0 is personally known to 
me, or 0 who prcduced 
as identification. 

Notary Public, State of Florida at Large 
My Commission No.: 
My Commission Expires: 

mm 
LAKE SUZY UTILITY, MC, 

BY. 
JOHN H. LMVARCIK 
VICE PRESIDENT 

WITNESS AS TO TENANT 

WITNESS AS TO TENANT 

STATE OF FLORIDA 
COUNTY OF DESOTO: 

The foregoing ins!"nt was acknowledged before me this - day of 
November, 2007, by JOHN H. LMVARCIK, who (check one) is personally known to 
me, or who produced 
as identihtion. 

Notary Public, State of Florida at Large 
M y  Commission No.: 
My Commission Expires: 

SOURCE @ 
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& 8/7/08 
ATP LAND. LLC, hereby acknowledges the receipt of $30,OOO.00 from Lake 

Suzy Utility, Inc, to represent the sum of rent due from Lake Suzy Utility, Inc., h m  

June I, 2005, through May 3 1,2008, undcr the Lease for certain property in DeSoto 

County, Florida, executed on the same date as this Receipt, and acknowledge that, as of 

the exemtion of this Receipt, Lake S u y  Utility, IN., is not in default undm said Lease 

by mason of non-payment of rent or late payment of rent through May 3 I,  2008. 

DALLAS SHEPARD DATE 

SOURCE a. 
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EXHIBIT “D” TO SETTLEMENT 
AGREEMENT 

RECEIPT OF SUMS FOR 
COMPENSATION OF CLAIMS OF 

DALLAS SHEPARD 
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Aqu utims ma* 1nc. 
Rata Cue Audlt 

Hi~oritaYarEnddr)rcanbu31,20@7 

DarripHon: .-. 

RECEIPT OF SUMS IN SE'ITLEME" OF LAWSUIT 

€by 
I, Dallas Shepard, hereby acknowledge the receipt of $30,000.00 h m  Lake Suzy 

Utility, Inc., which represents all sums due me by any reson of damages, attorney fees, 

costs, or expenses, by reason of any of the facts or circumstances alleged in the 

Complaint of the lawsuit filed in the Circuit Cowt of DeSoto County, Florida, styled 

Dallas Sh& v. Lake SUZY Utility. Inc. et al., in case number 2005-CA-001120. 

DALLAS SHEPAlW DATE 

\7 -4.32 
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RELEASES 
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KNOW ALL PERSONS BY THESE PRESENTS that DAUAS SHEPARD 0- 
referred to as "Releaser"), for ten dollars (SI 0.00) and other good and valuable considdon, d p t  
of which is hereby ahowledged does hereby and by these presents, and for anyone cl-g by, 
through or undm Releaser, fully remise, release, acquit, and forever discharge AQUA W T I E S ,  
INC., and LAKE SUZY UTILITY, INC., (collectively referred to herein BS "Release") of and 
from any and all rights, claims, demands, damages, actions, and causes of action related to the 
Releaser's damages and/or attomey fees which Releaser may have had, may now have, 01 may 

n 

~ 
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IN WITNESS WHEREOF, the undersigned has hereunto set his hana and seal this - 
day of ,2007. 

Signed in the presence of: 

WITNESS D W A S  SHEPARD 
Print Name: 

StateofFlorida 

Print Name: Subscribed and sworn to before m, a Notary 
Public of said County and State, by Dallas 
ShepanI, who presented 

89 proof of his identity, on 
this the day of ,2007. 

Notary Public 
M y  Commission No.: 
h4y commission Expires: 
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Aqua USStla Roddh I r .  
R.1. Case Audil 

HlstodFII Year End& m b e r  31,2007 

RELEASE Dmripllon: 

mow ALL PERSONS BY THESE PRESENTS that LAKE SUZY UTILITY, me., a 
Florida Corporation, and AQUA UTILITIES, LNC., a Pennsyhranis Corpomtion, @a- 
collectively refend to as "Releaser"), for ten dollars ($10.00) and other good and valuable 
consideration, receipt of which is hereby acknowledged, does hereby and by these p~scnts, and for 
anyone claiming by, through or unda~e~easer, lily remise, release, acquit, and forever discharge, 
DALLAS SHEPARD (referred to herein as "Releasee") of and from any and all right5 dahns, 
demands, damages, actions, and causes of action related to the Releaser's damages and/or attorney 
fees which Releaser may have had, may now have, or may hereafter have, against the said Releasee 
by reason of any of the facts, oimunstan ceq allegations or counts colrtained in any pleading filed in 

DeSoto C o w ,  Florida, in case number 2005-CA-001120. 

1 
I S h m d  v. A m  Utilities Florida h.. et al, filed in the Twelfth Judicial Circuit Court in and for 

The individuals signing this Release on behalf of their respective corporations warrant that 
they have full authority to bind their Corporationg to the tems of thii Release. 

IN WllNJ2SS WHEREOF, the undersigned has hereunto sei his or her hand and seal this 

-day of ,2007. 

Signed in the presence oE 

m s s  
Print Name: 

WITNESS 
Print Name: 

@ SOURCE 

LAKE sum UTILITY, INC. 

BY: 
PRINTNAME: 
TITLE 

State (Commonwealth) of 1 
county of 1 

Sub~~andswomtobeforeme.aNotaryPublic 
of said County and State, by 

, who presented 
as 

proof of his or her identie. on this the 
of ,2007. 

Notary Public 
My Commission No.: 
My Commission Expires: 

- 1 -  



Signed in the prmw oE 

m s s  
print Name: 

WITNESS 
Print Name: 

AQUA UTILITIES, mc. 
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B Y  
PRINTNAME: 
TITLE: 

state (Commonwealth) of 1 
county of 1 

Subscribed and sworn to before me, aNotary Public 
of said County and State, by 

, who presented 
as 

proof of his or her identity, on this the hY 
of- 2007. 

Notary Public 
My Commission No.: 
My Commission Expires: 

SOURCE-- @ - 2 -  
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EXHIBIT “F” TO SETTLEMENT 
AGREEMENT 

JOINT STIPULATION FOR 
DISMISSAL OF LAWSUIT 

. 



n ' h  

Dmriptlon: 

IN THE CIRCm COURT FOR THE TWELFTH JUDICIAL CIRCUIT 
IN AND FOR DESOTO COUNTY, FLORIDA 

DALLAS SHEPARD, 
Plaintiff, 

V. 

AQUA ml'llE3 FLORIDA, 
MC., a Florida Corporation, ma 
AQUA AMERICA FLORIDA, 
INC., and/or AQUA SOURCE 
INC., successor to AQUA SOURCE 
UTILITY, INC., and LAKE 
SUZY UTILITY, INC., a 
Florida Corporation, 

Defendants, 

And 

LAKE SUZY UTILITY, INC., 
C O u n ~ - P W ,  

V. 

DALLAS SHEPARD, 
counter-Defendant. 

CASE NO.: 2005-CA-001120 
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COMES the parties, by and through undersigned counsel, and would rcqeddly  

request that this Court dismiss the Complaint and Counter-complaint in this matter, and 

any amendment thereof, with prejudice, and order that each party bear their own costs, 

expenses and attorney fees, and render a certain Lis Pendens filed in this matter and 

recorded in Book 573, Page 2943, ofthe official Records of DeSoto County, Florida, be 

rendered null and Mid and of no further force and e&ct. 

%"3FORE, the pertias would respectrlly request that this Court enter a Final 

SOURCE @!-- - 1 -  
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Judgment of Dismissal in this matter. 

KELLER LAW OFFICE, P. A. EUGENE E. WALDRON, JR., P. A. I3 I/@ . 

Pamela D. Keller, Esq. 
Florida Bar No.: 082627 
110 Sullivan Street, Suite 112 
F'unta Gorda, Florida 33950 
941-505-2555 863-494-4323 
Attorney for Dallas Shepard 

Pad Bennett Seusy, Esquire 
Florida Bar No.: 0690252 
124 North Brevard Avenue 
Arcadh,Florida 34266 

Attorneys for Defendant Lake Suy Utility, Inc. 

FIN P I 

Upon the foregoing Joint Stipulation of the Panics, this action is hereby 

DISMISSED, with prejudice, as to all parties. It is further ORDERED AND 

ADJUDGED that each party shall bear their own costs. expenses, and attorney fees. It is 

further ORDERED AND AD3uDGED that a certain Notice of Lis Pendens filed in this 

matter and recorded in Book 573, Page 2943, of the Official Records of D&to County, 

Florida, is hereby r e n d d  d l  and void and of no firrtber force or effect upon the real 

property described thmin. 

FLORIDA, ON THIS THB DAY OF ,2007. 
DONE AND ORDERED IN CHAMBERS IN ARCADIA, DESOTO COUNTY, 

JAMES s. P m R  
CIRCUIT COURT JUDGE 

CC: Pamela Keller, Esq. 
Paul b e t t  Seusy, Esq. 




