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PROCEEDTINGS

CHAI RVAN BROWN:  Moving along to our last
item, Item 7.

M5. WATTS: Commissioners, Melinda Watts for
Commission staff.

CHAI RMVAN BROAN: Just one second, please.

M5. WATTS: Sure.

CHAI RMAN BROMN: As everyone is getting seated
here.

Thank you. You may proceed.

M5, WATTS: Okay. Item 7 is staff's
recommendation on the application for transfer of
Certificate No. 390-W from County-Wide Utility Company,
Inc., to Southwest Ocala Utility, Inc., in Marion
County.

There have been no customer comments filed in
this docket either supporting or opposing the transfer.
Staff recommends that the Commission should grant the
transfer.

Commissioners, OPC is here, and Mr. Marty
Deterding and Mr. Dirk Leeward are here on behalf of the
utility and wish to address the Commission. And staff
is available to answer questions.

CHAI RVAN BROWN:  Thank you.

Is Public Counsel also going to address the
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Commission? I know they were originally scheduled on

here. 1Is Public -- would they like to --

M5. WATTS: They've not indicated that they
wanted to speak, but are available, if necessary.

CHAl RVAN BROAN: Thank you. All right.

Mr. Deterding. Deterding; right?

MR, DETERDI NG That's correct.

CHAI RVAN BROAN: Thank you.

MR DETERDI NG Commissioners, Madam Chairman,
at the risk of upsetting you, I do have a couple of
minor things that I want to show you.

CHAI RMAN BROMN:  Handouts?

MR, DETERDING I -- they are -- they might
look a little voluminous. They're -- one's ten pages
and one's one page. But I really want to show them to
you just to illustrate something that I'm going to speak
to.

CHAI RMAN BROMWN:  Mr. Deterding, we have staff
here to help disseminate information.

MR DETERDI NG Great. Yeah. Let me get my
one copy.

CHAI RMVAN BROMWN:  And a reminder to all those
folks in here that are here for the prehearing
conference, it will be starting -- as soon as we

conclude the agenda, it will be starting five minutes
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after, thereafter. So just a heads-up.

Okay. Thank you, Mr. Deterding. You may
proceed.

MR DETERDI NG Yes. Thank you, Madam Chair.
I'm F. Marshall Deterding of the law firm of Sundstrom &
Mindlin here on behalf of Southwest Ocala Utility, Inc.
This case involves the ownership of the assets of the
former County-Wide Utility Company to Southwest Ocala.

With me is Dirk Leeward, who is the new owner
of the utility. We're here primarily to take exception
to the Commission staff recommendation as to Issue
No. 3 relative to the question of an acquisition
adjustment and what falls out of their position on that
issue.

In order to give the Commission some
perspective, I believe it's necessary that I provide you
with a little background concerning the history of this
utility company. County-Wide was certificated by the
Commission in 1984 by James Leeward, Dirk Leeward's
father. The Leeward family has operated this utility
company since that time, the stock being 100 percent
owned by James Leeward.

In approximately 2005, when its water source
of supply and treatment facilities were a little over 30

years old, fully depreciated, and in need of substantial
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repair and rehabilitation, the utility reviewed its

alternative for a source of water and concluded it was
in -- its best long-term solution was to interconnect
with the City of Ocala and purchase bulk water. The
utility filed that application for rate relief at
approximately that time, and in 2007 the Commission
issued a final order in that case in which it completely
removed the cost of interconnection based upon the
staff's position ultimately adopted by the Commission
that the utility should have continued to use its
35-year source of supply and treatment facilities rather
than interconnect with the city. This resulted in
approximately a $750,000 reduction in the rate base of
the utility, which was specifically removed from rate
base by the Commission, leaving the utility with a net
book value of $28,000 in its water system.

The utility had already borrowed money,
constructed the interconnect, and retired its source of
supply and treatment facilities by the time the
Commission reached this conclusion and, as such, has
continued to operate the utility company utilizing the
bulk service main in its day-to-day operation since that
time. Because James Leeward had guaranteed the note, he
continued to fund the utility to pay the mortgage note.

Soon after we had the recession and there was not even
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the availability of CIAC hookup fees to help repay the

debt.

The utility's prior owner, James Leeward, was
a pilot his entire life. As a result of a tragic racing
accident in 2011, James Leeward was killed. Several
others were injured and killed in this accident. Many
claims were asserted against Mr. Leeward's estate and
all of his assets, including the utility stock, which he
was, at his death, 100 percent owner of.

In hopes of saving his family business, Dirk
Leeward, who had been the president of the utility for
two decades, decided to do what he could to save the
utility from bankruptcy and from receivership,
recognizing that the stock itself, though it would be
inherited by the family, would be of little wvalue, given
the claims of creditors. Mr. Leeward made an
arrangement with the bank holding the mortgage to
acquire the mortgage note on all of the utility and
non-utility assets in his and his wife's own name. Then
in order to obtain control of the utility assets, given
that the utility entity, County-Wide, could not meet its
debt service obligations with its existing revenues,
Mr. Leeward chose to -- Dirk Leeward chose to foreclose
on the utility. And as a result, a circuit court order

was issued finding that Dirk Leeward's mortgage was
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valued at approximately $1,007,000, including costs.

If you'll look at the several-page document
that was provided to you, this is the summary final
judgment of foreclosure from the circuit court. And if
you look at page 2, right in the middle of the page it
shows this 1,007,000 determination by the court as to
the value that was owed to Mr. Leeward as the mortgage
holder by the utility.

The entire amount of this debt was found to
be -- found to be owed to Dirk Leeward by the court, had
to be surrendered in order to obtain the utility assets
in foreclosure. It is our contention and clearly in
conformance with the provisions of the Rule
25-30.0371 dealing with acquisition adjustments that
this is a value that should be assigned to Mr. Leeward's
acquisition of the utility. It's clear from the circuit
court order issued setting the value of the assets
surrendered by Dirk Leeward in obtaining the utility
assets that this is the purchase price of both the
utility and non-utility assets that were acquired.

We have provided the court order to the staff
and have now provided it to the Commission. This order
alone should be sufficient to resolve the issue against
supplying an acquisition adjustment. A court of

competent jurisdiction has found the debt owed to Dirk
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Leeward, and it was surrendered in its entirety in order
to obtain the assets. If you will look at the
single-page document, you will see at the top a
calculation of the net book value at the time that

Mr. Leeward foreclosed. It is the 72,720 figure.

The next section shows the amount of the water
main that was disallowed by this Commission and,
therefore, a non-utility asset, and its net book wvalue
of $684,000 at the time of foreclosure.

And then finally, the wastewater system, which
is a wastewater line, which is not a regulated asset
either because we don't have a regulated utility, sewer
utility, this is a water-only utility, of $292,000 in
net book value at the time.

As you can see at the bottom in the summary,
therefore, the assets acquired are pretty close, within
3 percent of -- the net book value of those assets, it's
pretty close to the amount that the court determined was
the amount given up for those assets. Not enough to
trigger the acquisition adjustment.

The Commission rule on acquisition adjustments
specifically refers to a, quote, difference between the
purchase price of the utility system assets to an
acquiring utility and the notebook value of utility

assets. The Commission staff, in its recommendation,
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notes that it has requested information on the amount
that Mr. Leeward paid to acquire the mortgage and note
on the utility assets from the bank. Since the utility
is not at liberty to disclose those facts as a result of
a confidentiality agreement imposed upon it by the bank
as part of the transfer of the note and mortgage, the
utility has been unable to provide that information to
the staff. However, we believe it is wholly irrelevant
of the result of the facts as I've outlined above.

Absent this information, the staff has
proposed to use the amount bid by Dirk Leeward at the
foreclosure sale as the purchase price in applying an
acquisition adjustment, this despite the fact that
Mr. Leeward could have bid the entire amount of the debt
owed of $1,007,000, but chose to bid the minimum because
he was the sole bidder in order to pay -- avoid paying
more in doc stamps than was necessary.

In any case, under the staff's logic, if
Mr. Dirk Leeward had bid the entire amount of the debt
owed to him, there would be no argument for an
acquisition adjustment. The amount bid is not the
purchase price paid. The full consideration given in
exchange for the utility assets is the $1,007,000 of
debt surrendered in order to obtain title to both the

utility and non-utility assets.
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I do not believe there's ever been a case like
this before the Commission, and the staff is proposing
to expand the meaning of an acquisition adjustment far
beyond what has ever been done before. Certainly there
has never been a case where the Commission has looked
behind what was determined to be the value of the asset
given up, which is the debt, in order to attempt to
apply an acquisition adjustment.

Had Mr. Leeward or his family simply inherited
the stock of the utility at no cost to themselves as
inheritance, there would have been no suggestion that it
was appropriate to consider an acquisition adjustment,
and Dirk Leeward would have acquired the utility with
its net book value of 88,000 plus the disallowed water
main and the unregulated sewer main and a debt of over a
million dollars. Had the bank foreclosed on the utility
company for the amount of the loan just as Dirk Leeward
did, there would have been no suggestion of an
acquisition adjustment even if they too had been the
required -- the minimum required to avoid doc stamps.

It should be kept in mind that the assets
acquired by Mr. Leeward through the foreclosure involve
more than just a regulated utility asset. At the time
of foreclosure, the net book value of the utility was,

as noted here, approximately $72,000. In addition to
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this asset, by foreclosing the mortgage, he acquired the

water main that had been specifically disallowed by the
Commission nine years ago and a sewer main that is
simply a bulk line and a nonregulated asset that is not
currently part of a jurisdictional sewer utility.

This demonstrates that 91 percent of the
assets acquired at foreclosure were non-utility assets
at the time of foreclosure, and now the Commission staff
is proposing to apply an acquisition adjustment rule
that relates to utility assets to all of those assets,
90 percent -- over 90 percent of which were non-utility.

And as a result of their being non-utility
assets and not part of a regulated utility, they are, by
definition, something of higher risk than a utility
asset because a utility asset is, by statute and the
constitution, guaranteed a recovery to the owner of that
asset and they're providing service to the public.

These two assets, one of which had been specifically
disallowed and the other which has never been considered
in a rate proceeding, don't have any basis at present
for recovery of those costs.

The Commission has -- the Commission staff
has --

CHAI RMAN BROMWN: Mr. Deterding, can you please

succinctly wrap up your comments?
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MR DETERDI NG Yeah. 1I've only got about a

page and a half left.

CHAl RVAN BROAN:  Okay.

MR DETERDI NG Well, it's large print, so.

(Laughter.)

The Commission staff has not -- staff has
still not recognized that it's appropriate to include in
rate base the cost of the water main. However, because
of their proposal for an acquisition adjustment in this
case, they are virtually eliminating the great majority
of the cost -- of those costs at some future date by
proposing an acquisition adjustment should the
Commission at some future date recognize the cost of the
utility's only source of supply, and that is they are
proposing an acquisition adjustment that affects those
assets even though they are not part of this proceeding.
It stands to reason that their position would be that
we've already decided that that transaction resulted in
an acquisition adjustment. The same impact awaits the
sewer main for the same reasons.

In conclusion, it's our position that the
application of the Commission's acquisition adjustment
rule to these circumstances is wholly unprecedented and
that the Commission has never looked behind a court

order establishing a value of assets surrendered in
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exchange for utility assets as the staff is proposing
here.

Secondly, the application of the acquisition
adjustment rule is inappropriate since the great
majority of the assets were non-regulated utility assets
at the time of the foreclosure.

Third, it makes no sense to apply an
acquisition adjustment simply to provide a windfall to
the customers as a result of the tragic death and
surrounding circumstances of the utility's owner and his
son's attempt to continue to operate the utility after
the tragedy. It serves no useful purpose other than
confiscation of the utility property. Therefore, we ask
that you recognize these facts and the inapplicability
of the acquisition adjustment rule under these unique
circumstances and recognize the full amount of the
Court's finding as the value relinquished in exchange
for the utility assets and the non-utility assets and
recognize the full net book value of the utility assets
on a going-forward basis.

The Commission staff's proposal devastates the
utility's rate base and its ability to operate this
small family-run utility in a reasonable manner going
forward, and provides a windfall to the utility's

customers for no good regulatory purpose. The utility
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is not seeking anything in this proceeding except to
maintain its rate base as though the tragic death of the
previous utility owner had not occurred.

CHAI RMVAN BROWN: Thank you.

MR DETERDI NG  Thank you.

CHAI RMVAN BROMN:  Public Counsel, would you
like to address us or just respond to any questions?

M5. ROTH  Good afternoon, Madam Chair and
Commissioners. Danielle Roth for the Office of Public
Counsel. OPC supports staff's recommendation.

CHAI RMAN BROMN: Okay. Staff, any additional
comments before we bring it back to the Commission
board?

M5. NORRIS: Certainly. Yes, certainly.

We -- as Mr. Deterding has laid out, there's many
different scenarios and many different factors and
certainly many that we sympathize with in this situation
not making it a typical transfer. Still -- and maybe --
and I know there were many points laid out, and
certainly if I don't address them, please come back
around to it.

But I think in starting off, the scope of the
acquisition adjustment rule, staff is not intending to
deviate at all for that or opening up the acquisition

adjustment itself and the application of it. Certainly
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I think here what we're having is maybe perhaps a

difference in opinion of interpreting what the actual
purchase price was. So I Jjust want to kind of really
try to lay that out as really the narrow area that I

feel like there's a difference in that interpretation.

Staff maintains that although the summary
judgment, which was for a little over a million dollars,
reflects the full debt of the utility, which Mr. Leeward
was in possession of that debt, it doesn't reflect the
true consideration paid by Mr. Leeward to acquire that
debt, which subsequently allowed him to control the
foreclosure process by which he was able to acquire the
utility's assets.

Additionally, to consider the summary judgment
as the purchase price would not be fair to consumers or
customers in the subsequent rate case as it would
inflate the net book value -- or the net book value and
the actual investment Mr. Leeward paid to acquire the
assets. At that point, it would be reflective in rates
based on if we put the whole 1 million without an
acquisition adjustment.

CHAI RMAN BROMN: Thank you. No additional
comments unless the Commission board has some questions.

Commissioners, what I really wanted to do with

this —- the owner here has owned this —- has been in
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operation for three years. The transfer has been going
before us -- they filed for it in 2015. We deferred it
in 2016. There are no critical dates. The staff
recommendation is not an actual accurate purchase price,
nor is what is proposed by the utility an actual fair
representation of the value of the assets. I have been
an attorney for a title insurance company. I've dealt
with these confidentiality agreements. There is some
flexibility on getting that purchase price. I don't
think either the recommendation by staff is accurate nor
what the utility is proposing is accurate.

Our job 1is to do the best that we can do with
the information that we have. As -- and this -- we're
just not there yet. And I understand the challenge that
staff has had in trying to come up creatively with a
very discounted purchase price, but that is -- that does
give a windfall to the customers, and it will be very
hard for the utility to ever even come in for a rate
request for rate relief. So in the converse side, if we
go with the judgment, it's giving a windfall to the
customers.

I'd like to defer this item and give staff
some time to meet with the utility and the attorney and
come up with the actual purchase price. Otherwise, I

think we're setting a precedent that we may not want to
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go down. And so that's the direction that I'd like to

go in.

M5, JANJIC I would just like to make a
comment or maybe ask a question. We have worked with
the utility in trying to get that amount, and we have
not been successful. Are they able to provide it? I
would Jjust like to ask them at this time.

CHAI RVAN BROMN: Mr. Deterding?

MR DETERDI NG Well, we have not gone to the
bank. We have an agreement that we've shown the staff
that specifically says we —-- that all those -- the
amount paid is confidential and not to be divulged to
anyone.

CHAI RMVAN BROMN:  You do realize that the
Commission has confidential protective orders.

MR DETERDING No, I understand that we could
get protection from information that we provide, but
that doesn't change the fact that we have no right to
disclose it. We have an obligation not to disclose it.

In addition, Commissioner, as I've said, we
believe that the amount paid for the debt is not the
issue. If the -- if Mr. Leeward had maintained the debt
and maintained a note and mortgage owed by the utility
and this utility had remained a regulated utility, this

Commission would not have said your debt has to be
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discounted. That is the amount of the debt owed by the

utility to Mr. Leeward.

CHAI RMAN BROWN: Thank you. Staff, what I'm
struggling with here is that the purchase price is not a
fair reflection of the value or the purchase of the
assets, nor is the judgment a fair amount -- evaluation
of the assets. So really the recommendation is using
the best information that the utility provided, but it's
not accurate. And you're just trying to, for lack of a
better word, make a recommendation so that we can
effectuate the transfer. Well, this transfer, he's --
the utility owner is already operating for the past
three years. I Jjust feel very uncomfortable voting on
this item.

MS. JANJIC And we understand your
frustration because we have tried. We've worked with
them. We're trying to get the information. This is the
best information that we have. So if we cannot get that
information, we're going to be sitting here at the next
agenda at this exact same position that we are sitting
right now.

CHAI RVAN BROWN:  Well, I'm going to go ahead
and defer it. And I'm going to advise the utility, and
I wanted to get an opportunity to speak with you and

hear your thoughts, but I want to give you direction
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here that for the next time that this is presented to
us, to get the most accurate information, and the
judgment is not that. So there are other options the
staff has provided. We could potentially do a show
cause to get that information. But either way, I want
to give you that guidance. And with that, we are
concluded with this Agenda Conference.

We will -- the prehearing conference for the
clauses will begin -- five minutes -- in five minutes in
this room. Thank you.

(Agenda item concluded.)

FLORIDA PUBLIC SERVICE COMMISSION




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

000020

STATE OF FLORIDA )
: CERTIFICATE OF REPORTER
COUNTY OF LEON )

I, LINDA BOLES, CRR, RPR, Official Commission
Reporter, do hereby certify that the foregoing
proceeding was heard at the time and place herein
stated.

IT IS FURTHER CERTIFIED that I
stenographically reported the said proceedings; that the
same has been transcribed under my direct supervision;
and that this transcript constitutes a true
transcription of my notes of said proceedings.

I FURTHER CERTIFY that I am not a relative,
employee, attorney or counsel of any of the parties, nor
am I a relative or employee of any of the parties'’
attorney or counsel connected with the action, nor am I
financially interested in the action.

DATED THIS 18th day of October, 2016.

LINDA BOLES

LINDA BOLES, CRR, RPR
FPSC Official Hearings Reporter
(850) 413-6734
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Principal : $927,046.48

interest to date of this judgment ' $67,738.46
Late fees ' " $4,457.47
Title search expense . $0.00

Taxes $0.00

Attomeys’ fees
Finding as to reasonable number of hours:

Finding as to reasonable hourly rate: 15.55
$350.00
Attorneys’ fees total : $5,442.50
Court costs, now taxed $2,062.00
Appraisal Fee ‘ $0.00
Subtotal $1,001,987.66
LESS: Escrow balance 0.00
LESé: Other 0.00
TOTAL _ $1,006,746.91

that shi  bear interest at the statutorily prescribed rate after the date hereof.

4, Plaintiffs hold a lien for the total sum superior to all claims or estates of : D1 ndants,
COUNTY-WIDE UTILITY CO. INC.; BAHIA OAKS, INC.; and CITY OF OCALA, (other than
as provided for in Paragraph 8) on the following described property in Marion County,
Florida: SEE COMPOSITE EXHIBIT ‘A’.

5. If the total sum with interest at the rate described in paragraph 3 above and all costs of this
action accruing subséquent to this judgment are not paid, the Clerk of this Court shall sell
the property at public sale to the highest bidder for cash, except as pfescribed in paragraph

6,0on Q’gzu_Q_, ?"W\ ,2013, at11:00 a.m., Eastern Standard Time (EST),

at www.marion.realforec!~~~ com in accordance with Chapter 45, Florida Statutes.

- 6. Plaintiffs shall advance all subsequent costs of this action and shall be reimbursed for them
by the Clerk if Plaintiffs are not the purchaser of the property for sale, provided, however,

that the purchaser of the property for sale shall be responsible for the documentary stamps
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( DERED in Charmbers in Ocala, Marion County. Florida this Ydayof [Taxel. ..

Jona%an D. Ohiman

Circuit Judge

2013

CERTIFICATE OF SERVICE

| HEREBY CERTIFY that | have fumished a true and accurate copy of the foregoing
SUMMARY FINAL JUDGMENT OF FORECLOSURE ANDFORATTORNEYS' FEES AND COSTS
by U.5. Mail, postage prepaid, this ﬁday of M 2013, to the following:

Bryce W. Ackerman _ Lawrence C. Callaway, Iit

125 NE First Avenue, Suite 1 333 NW 3 Avenue

Ocala, Fl 34470 ) Ocala, FL 34475

‘Attorney for Plaintiff Attorney for Defendants, /

County-Wide Utility Co., Inc.
and Bahia Oaks, Inc.

W. James Gooding
15313 SE 36 Avenue
Ocala, FL 34471

Attorneys for Defendant,
City of Ocala

o Crtler

Deputy Clerk/Judicial Assistant
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Easement recorded in OR Book _~_at Pags ___, Public Records of Marion
County, Florida, pertaining {o the real property described in Exhiblt “A-5".

(v}  Grant of Utility Easement dated May 31, 2005, from James K. Lesward to County-
Wide Utllity Co., Inc., a Florida Corporation, recorded al OR Book 4057 at Page
1650, Public Records of Marion County, Florida, pertaining to the real property
described in Exhbit "A-6".

(vif)  Grant of Utility Easement dated May 31, 2005, from Bahia Oaks, Inc., 8 Florida
Corporation to County-Wide Utiity Co., Inc., 3 Florida Corporafion, recorded at OR
Book 4057 at Page 1652, PublicRecords of Marlon County, Fiorida, pertaining to the
real property described in Exhibk "A-7°.

i) Grant of Utllity Easement daled June 17, 2005 from Blackbird Investments, LLC, a
Forida limited Rebiity company, to County-Wide Uliliy Co,, Inc., a Florida

Corporation, recorded at OR Book at Page , Public
Records of Marion County, Flarida, pertalning to the real propesty described in
Exhibit "A-8".

x) Any and all other easemants heid by, or in favor of, County-Wide Utility Co., Inc., a
Rorida Corporation, and any real property ownad by County-Wide Utility Co., Inc,,
a Florida Corporation, whether now existing or hereafler acquired, In Marlon County,
Florida.

(Al real property described In any of the foregoing the Land™)

D) All fixtures or personal property of Debtor including but not limited to afi plpes, condutt, drains,
inlets, IM stations, pumps, grales, mechanical systems, wiring, or other equipment,
improvements, or personal properly, however described, ncorporated In, of constituting a
porfion of Buyer’s Wastewater System or Buyer's Water System, as those lerms are defined
in the Bulk Water and Wastewater Agreement, including all extensions and expansions

. thereof, and replacements thersto (the Improvemesnts”), including, but not kmited to , all of
Debtor's interest in alf fixtures, equipment and tangble personal property of any natwre
whatsoever now or hereafter (1) attached or affixed to the Land or the kmprovements, or both,
r rdless of whether physically affixed thersto or severed or capable of severance
frciefrom or (i) regardiess of where situated, used, usable, or Intended 1o bé used in
connecllon with any present or fubire use or oparafion of or upon the Land (the “Tangible
Property”). .

(E) All ficenses, permits, or offier govermmental approvals or authorizations to operate Buyer's
Wastewater System and/or Buyer's Water System as those terms are defined in the Bulk
Water and Wastewaler Agreement including, but not limiled to, the folflowing:
®  Fiorida Public Service Commission Cartificate 390-W2.
(§)  Florida Departiment of Environmental Protection 1.D. No. 642013,
(i) Southwest Florida Water Management District Water Permit No. 203233.01.
) Marion County Right-of-Way Permit No. 2005050656.
%) Florida Department of Environmentad Prolection Sewer Construction Permit.

(Vi)  Fiorida Department of Transportation Ufilty Crossing Permit

\¢ :\idh\loando:s\Canty-Wde Utlity\sec-agt-exhidt wpd
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©G)

H)

Ui

“

L)

M)

(the Parmits")

All of Deblor's rights in, sway from, o related fo the construction contract by and between
Debior and dated the day of June, 2005. (the “Construction
Contract?. '

Income. Al rents, issues, incomes, and profits in any manner ansing from the Bulk Water
and Wastewater Agresment, the Land, the Easements, the improvements, the Accounts, the
Periis of the Tangible Property, of any combination, inctuding Debtor's Intsrest in and o 2
leases, ficenses, franchises, and concessions of, or relafing to, all or any porfion of Buk
Walsr and Wastewaler Agreement, the Land, , the Easements, the Improvements, the
Accounts, the Permilis or the Tangbils Propsrty, whethsr now existing or bereafler made,
including all amendments, modffications, replacements, substitutions, extensions, renewals,
or consolidations. The foregoing flerns are jointly and severally calied the "Rents” in this
instrument.

Proceeds. All proceeds of the conversion, voluntary or Involuntary, of any of the propesty
described In this paragraph into cash or other liquidated claims, or thal are otherwise payabls
for Injury to, or the taking or requisitioning of, any such property, Indluding all insurance and
condemnafion proceeds.

Conftract Rights. AB of Debtor's right, tile and interest in and to any and all confracts, writien

s = ——or oral,"express-of implied, now existing or-hereafier entered into er asising; in any manner-

related to use, operalion, sale, conversion, or other disposiion of any Interest in Bulk Watsr
and Wastewaler Agreement, $he Land, the Easements, the Accounts, the Pemiits, the
Improvements, the Tangible Property, or the Rents, or any combination, including ary and
all deposlis, prepaid items, and payments due and to become due thereunder, and including
construction confracts, service contrecls, advertising contracts, purchase orders, and
equipment leases. Without limiting the foregoing, all of Debtor’s right, fitte, and inlerestin any
operating, maintenance, or other agreement with Enviro-Masters Water & Waste Water
Services, inc.

Other Intanalbles. All contract rights, accounts, instruments and generalintangfbles, as such
terms from time to ime are defined in the Florida Uniform Commercial Code, in any manner
refated to the use, operation, sale, conversion, or other disposition (voluntary or nvolunitary)
of Bulk Waler and Wastewater Agreement, the Land, the Easements, the Accoumts, the
Permits, the Improvements, the Tangible Property, or the Rents Including all permits,
licenses, Insurance policies, rights of action and other chose in action.

Secondary Financing. AR of Deblor's rights, power or privilege to further encumber any of
the property described in this paragraph by debt.

~ struclion Documents. The foregoing types of property include specifically alt of the
weuwing: all contracts, plans and documents that concem the design and construction of
the Improvements, including plans and specifications, drawings and architectural andior
engineering contracts, and construction contracts, togsther with all amendments, revisions,
modifications and supplements.

~" i. Specifically Included and not by way of limitation, the following is Included in the
wamitions of Improvement, Contract Rights and Other Intanglbles as set forth herein, to-wit;

NONE]

As used in Paragraphs (A) through (M), the term “includa”, and all variations theraof, are for llustrative
purposes Gnly and are atways without fimitation.

¥:tdh\loandocs\County-Wids Ulity\sac-agt-exhibit. wpd
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{‘("‘-\L\“‘ A - L
That pat of

Lot 39, Block 9, Bahia Oaks Unit No. Twa, as recorded in Plat Book “L", Page 66, Public
Records of _Ma.rion County, Florida, being in Section 9, Township 16 South, Range 21 East,

Described as foliows:

Commence at the southwesterly comer of Lot 39, Block 9, Bahia Qaks Unit No. Two, as recorded
in Plat Boak “L", Page 66, Public Records of Marion County, Florida; thence N. 2° 1725" E 2
distance of 26.00 feet along the westerly fine of said Lot 39 to the POTINT OF BEGINNING;
_thence S.2° 7' 25™ W. a distance of 26:00 feet along the westerly line of said Lot 39 to the
southwesterly comer of said Lot 39; thence N. 74° 32° 37" E. a distance of 70.00 feet along the

southerly fine of said Lot 39; thence westerly approximately 67 feet to the POINT OF
BEGINNING.

L bt A-2_

That part of

Lot 2, Block 9, Bahia Oaks Unijt No. Two, &8s recorded i Plat Book "L, Pape 66, Pubfic Records
of Marion County, Florida, being in Section 9, Township 16 South, Range 21 East,

‘Described as follows:

BEGIN at the southwesterly comey of Lot 39, Block 9, Bahis Oaks Unit No. Two, a5 recocded in
Plat Book “L™, Page 66, Public Records of Marion County, Florida; thence N.2° 17° 25" E. e
distance of 33.03 feet along the easterly line of said Lot 2 to the northea: ¢ toc lLot2;
thence M. 87° 42" 34™ W, a distance of 128.87 feet along the northerly line of said Lot 2 to the
northwesterly corer of said Lot 2 intersecting the easterly right-of way line of S.W. 60 Ave;
thence southerly along tnd with the arc of a curve concave easterly, having a central angle of

4° 08" 50" and a radius of 5679.42 Feet (said curve akso being the westerly boundary of said Lot 2
and the casterly right-of-way line of 5. W. 60* Ave.) a distance of 20.00 feer; thence departing said -

curve. S. §7° 42° 34™ E. a distance of 50 feet; thence easterty approximately 80 feet io the POINT
OF BEGINNING. ’

Lk A

That part of:

Lot 40, Block 9, Bahia Oaks Unit No. Two, 2s recor;icd in Plat Book “L”, Page 66, Public
Records of Marion County, Florida, being in Section 9, Township 16 South, Range 21
East,

Described as follows:

BEGM at the northwesterly comer of Lot 40, Black 9, Bzhia Qaks Unit No. Two. as
recorded in Plat Book “L”, Page 66, Public Records of Marion County, Florida: thence
N. 74°32°37" E. a distance of 131.25 feet; thence S, 2°17°25™ W. a distance of 43.00 feet
along the easterly line of said Lot 40; thence westerly approximately 125 feet to the
POINT OF BEGINNING.
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The casierty 20 feet and the southerty 10 feet of a porion of Lot 17, Blook 12, Bahis Osks Unit No.
Three, = recorded in Plal Book <L, Page 67, Public Records of Marion Comty, Florida, and other

tands a5 more particufarly described .8 Frfpass - -

Lot 17, Hlock 13 of BRNYA DARB Usy? BO- Throe, 86 rwoordef In
Flatk Book L, Page 67, Pubilis hesords uf Perion Cormty, Florioe:
Bicept thzt portlon of esid’tot 37, Block 32, desdeq to Huricnm
Crmaty, Flerida by Sacrenty besd recorded is official Pwoords
::k 1103, Frgs §37, fublic Reoords of Herion Coumty, Tlarida

POGETHER WITE portioa of g.8. 6ird gtreet {farperly B8.W.

62a: Errwet), desoribod is resclution t6 close and abandon roed,
B3, BG~R-202, up reoordad in offiainl Records Book 1398, Pege
328, Public Bwcorflo of Barimy Cownty, Florida; lylag ¥orth of
aluremnid Lot 17, Hiock 11 of BAHIA GRZE UHIT 0. Thrse: Fest
of 3.¥. &0th Rvanoe: =pd gouth of ths canturlins of gaid B.H.
6372 Ptreet en® the Essterly projsction thereof, belng mare
fuily deuvr=ibed sc follows: i

Coamonging &t the Sortheest corner of aformseld ERSTA GRS WEIT
BU. T¥QPS, o8 rocorded in Plat Book b, P2ge 67, Public Records
of Maxrion Conaty, Florida, eaf§ point being oa tha ¥ast right of
wey lipe of B.%. 6oth Rvomes (100 foot ¥ide right of weyf; thamne
8.60*16°30"Y. zlany v2id Tast right of way line, aad alang tbe
Zxst bousdery of afareveld MEIZ gafp UIIT U, TRREER, 2 .
@istanpe of 150,00 foet to tha point of bagivning; thence
coxtinne B. 20" 16°30°W. elong said Past bowndary, hnd alomy
sfaresaid Wost right of way line, 128.00 fsat to the Houtbonct
vomar of aforeszid Lot 17, thanoa 5.29°87°08"W. along the
Bouth boundery of suid Lot 17, a disteanas af 239.3) fest to tho
Gouthrast cornar of sald Let 17) thomoe H,00°127¥2%], zlowy-tha
West boupfary of said Lot 17, a distapee of 25.00 frat ta tha
Bouth right of wey Line of G.W. 63rd Street {formerly G.H. 6let
Btreat), and tho Barthwast morear of azld Lot 17; thenoe
B-§5°47700"E. elong 9alq sooth right of wey lime 24.72 fost to
the Peint of Co-veture of a csurve con=ave Bgutbuesterly, kaving
2 rR¥ing of 25.00 fest and a cantral angle of 48°11rz3%; thence
Boutheaptexrly along. ceid cight of way cotve Een =ro aisgtancs of
21.03 feet to u point of reverse of curvaturs of a gurvs comouve
loriharly, having a radios of 50.0¢ fset and & coutral zpgle af
118*11723%"; thonce Somthaastsrly pod Wartheesterly plomg seift
cight of way curve zh Aro distanos of 120.59 feet, t» = polst oo
tbe sasterly projection of the centarline of aformaaid 8.¥. 6302
Btreet; thomce M.89"¢7/08"E, mlopng seid Pasterly projection
10.00 foat to tha -Polot of seginniag.

ey A-S

A 15 wide portion of Lot 28 as more particulerly described  babos o |57
"lj“'v-ldb tats—ad 4 A O

the easterly twewty (20) fext of Lot 25, Block 20, Bakbin Qaks Ukt No. 4, 2s rererded in
Plat Book L, Page 70, Pablic records of Marion Comsty, Flosidz, tyieg nort of the

" preperty described in the attached Exhihit “A” and contiguous te the right-of way of
SW 60™ Avennz, AND
the eastegly {wenty (20) fect of Lots 17 through 27, imdiosive, and the porikerly trenty
(20) feet of Lotx 16 and 17, ol i Block 20, Bahia Ozks Unit [Na. 4, 85 recorded i Phat
Book L, Page 70, Public records of Marion County, Florida,

LESS ANDEX( T _ , » _
thst fen (1€} foot widke area deeded to Maricn Cousty, Florida as recorded i @
Book 3272, Page 6718 - ST FreprEe :
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Regulated Water Utility Assets

Balance per
Balance at Annual Balance
Foreciosure Report Audit per Audit
April, 2013  12/31/i3  Adjustments 12/31/13
Utility Plant in Service 213,206 219,537 691,870 911,407
Land 2,815 2,815 - 2,815
Accumnulated Depreciation (89,032) (93,858) (132,952) (226,810) *
Contributions in Aid of Construction (87,008) (87,008) (10,839)  (57,847)
Accumulated Amortization of CIAC 38,992 40,982 42 41,024
NET BOOK VALUE ' 78,873 82,468 548,121 630,585
Net Book Value per Audit 630,589
Less Water Transmission Main (684,693)
Plus Water Transmission Main Accumulated Depreciation 133,155
Less 2013 post foreciosure investment {6,331)
Adjusted Net Book Value at Foreclosure 72,720 (Not including Water Transmission Main)

* The auditor added back a portion of the disaliowed water transmission main that was disallowed by the FPSC in Docket No.
050862-WU. While the main has been in service for several years, the utility does not believe it is appropriate

to include $133,155 of accumulated depreciation on that asset as the Commission has never recognized it as an appropriate part
of rate base and therefore it is the position of the utility that no depreciation should accrue until such

time as it is recognized as part of rate base.

Water Transmission Main

Original Cost as of foreclosure 805,007 See Table 2-1 of the May 20, 2015 Audit Report.
Less cost allowed (15,527}
Less project management fee disallowed *04,387)
Net 684,693

Only the $15,927 of this cost approved by the FPSC are included in the utility's the regulatory books. This asset will be transferred
to Southwest Ocala Utility, Inc. if the FPSC approves the auditor's adjustment.

Wastewater System
Original Cost as of foreclosure 292,457

Non-utility property not yet placed in service, so there is no depreciation.

Summary

Regulated Water Utility Assets 72,720
Water Transmission Main 684,693
Wastewater System 292,457
Total Net Book Value 1,049,870
Foreclosure Amount 1,006,747
Attorneys' Fees 16,303
Total 1,023,050
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