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Hank Lydick 

From: 
Sent: 
To: 
Cc: 
Subject: i 
Attachments: , 

Hank Lydick <hlydick@austinsr.com> 
Wednesday, October 12, 2016 9:30 PM 
customer@puc.texas.gov; cent,ralrecords@puc.texas.gov  
Hank Lydick; brian.11oyd@puc.texas.gov; pam.whittingtoh@puc.texas.gov  
Request for Public Hearing : Docket # 46150, CCN # 12407, Sewer # 20948 

Notice of Intent to Sell Water,Utility.pdf; ATT00001.htm; Ni America Capita! _ Edward R 
Wallge.pdf; ATT00002.htm; State of Florida _ Edward R Wallace.pdf; ATT00003.htm 

	

. 	. 
TO: 	 Public Utility Conunission of Texas 
ATTN: 	US Mailed to Filing Clerk responsible for Docket # 46150 

(attached Notice of Intent to Sell Water Utility) 

CC: 	 Brian Lloyd (Executive DireCtor) 
Pam Whittington (Deputy Whittington) 

1701 North Congress Avenue 
P.O. Box 13326 

, Austin, Texas 78711-3326 11/ 
FROM: 
	

(1) Henry Lydick 	. 
3711 Westlake Drive 

Austin, Texas 78746 
Mobile (512) 771-8708 

I own 7012 Greenshores #2 
Travis Central Appraisal District , 
Legal Description LOT 33 GREENSHORES ON LAKE AUSTIN PHS 2 AMD PLAT LTS 32-34&39 

APPLICANT: (2) PK-RE Development Company, Inc. 
(DBA Oakshores Water System) 
Hill Country Galleria, Building B 

13301 Gallaria Circle, Suite B175 
Bee Caves, Texas 78738 

RE: 	 (2) Docket # 46150 
Travis County 
CCN # 12407 
Sewer # 20948 

BUYER: 
	

Undine Development, LLC 
10913 Metronome Drive 
Houston, Texas 77043 

(3) I Request a Public Hearing 

1 



(4) I will be adversely affected by the proposed transaction and transfer of the CCN 
because: 

a. Owners and Management of Ni America Capital have been investigated 
by State of Florida (see attached letter Office of Public Council), 

b. Nurnerous concerns have existed with the level of affiliate costs, 
c. Numerous concerns have existed on the allocation methodology used to 

allocate corporate overhead, 
d. With Water Utilities owned by the prospective Buyer of Oakshores Water 

System from APPLICANT, 
e. Some Owners and Management of Undine Development, LLC were 

involved as Owners and Management of Ni America Capital. 

Specifically the existing water utility Oakshores Water System has a number of cited 
violations due to: 

f. Excessive Water Billing 
g• 	Poor Service Quality 
h. 	Poor Water Quality 
I. 	Inferior Operations Management 

It is claimed by APPLICANT (PK-RE Development Company) that prospective BUYER 
(Undine Development, LLC) will keep water rates unchanged, 

will keep service quality the same or improved, and will provide sufficient service quality 
(as required by State of Texas regulations). 

Developrnent, LLC): 

water utility, 

excessive, 

inferior, 

Nevertheless, I have not seen any "stress tese metrics that prospective BUYER (Undine 

Meets State of Texas regulatory obligations as an approved buyer of a 

k. 	Can fulfill legal obligations to provide necessary services to my property, 
1. 	Maintains policies and procedures to provide billing which is not 

m. Maintains policies and procedures to ensure service quality that is not 

n. Maintains policies and procedures that operations management is reliable, 
o. Maintains policies and procedures on how cost costs are allocated or 

p. Maintains policies and procedures on types of costs and basis are 
charged, 

documented, 
cl. 	Maintains accurate records for rate case preparation (II\1 PARTICULAR 

ACQUISITION COSTS OF OAKSHORES WATER SYSTEM) 
r. 	Maintains direct charge work papers, calculations and all necessary 

documents required for proper rate case preparation. 

Note: Many of the above (a. - r. issues) issues were raised by the Rose Law Firm 
(see attached letter) against now Owners and Management of Undine Development, LLC. 

(5) I proposed adjustments be made to the application or CNN which would help 
satisfy my concerns, and help cause me to withdraw my request for a Public Hearing, including: 

2 



Hank Lydick 

From: 	 Hank Lydick <hlydick@austin.rr.com> 

Sent: 	 Wednesday, October 12, 2016 9:30 PM 

To: 	 customer@puc.texas.gov; centralrecords@puc.texas.gov  

Cc:. 	, 	 Hank Lydick; brian.11oyd@puc.texas.gov; pam.whittington@puc.texas.gov  

Subject: 	 Request for Public Hearing : Docket # 46150, CCN # 12407, Sewer,# 20948 

Attachments: 	 Notice of Intent to Sell Water Utility.pdf; ATT00001.htm; Ni America Capital _ Edward R 
Wallace.pdf; ATT00002.htm; State of Florida _ Edward R Wallace.pdf; ATT00003.htm 

TO: 	 Public Utility Commission of Texas 
ATTN: , 	US Mailed to Filing Clerk responsible for Docket # 46150 

(attached Notice of Intent to Sell Water Utility) 

CC: 	 Brian Lloyd (Executive Director) 
Pam Whittington (Deputy Whittington) 

FROM: 

1701 North Congress Avenue 
P.O. Box 13326 
Austin, Texas 78711-3326 

(1) Henry Lydick 
3711 Westlake Drive 

Austin, Texas 78746 
Mobile (512) 771-8708 

I own 7012 Greenshores #2 
Travis Cefitral Appraisal District 
Legal Description LOT 33 GREENSHORES ON LAKE AUSTIN PHS 2 AMD PLAT LTS 32-34&39 

APPLICANT: (2) PK-RE Development Company, Inc. 
(DBA Oakshores Water System) 
Hill Country Galleria, Building B 

13301 Gallaria Circle, Suite B175 . 
'Bee Caves, Texas 78738 

RE: 
	 (2) Docket # 46150 

Travis County 
CCN # 12407 
Sewer # 20948 

BUYER: 
	

Undine Development, LLC 
10913 Metronome Drive 
Houston, Texas 77043 

(3) I Request a Public Hearing 
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(4) I will be adversely affected by the proposed transaction and transfer of the CCN 
because: 

a. Owners and Management of Ni America Capital have been investigated 
by State of Florida (see attached letter Office of Public Council), 

b. Numerous concerns have existed with the level of affiliate costs, 
c. Numerous concerns have existed on the allocation methodology used to 

allocate corporate overhead, 
d. With Water Utilities owned by the prospective Buyer of Oakshores Water 

System from APPLICANT, 
e. Some Owners and Management of Undine Development, LLC were 

involved as Owners and Management of Ni Arnerica Capital. 

Specifically the existing water utility Oakshores Water System has a number of cited 
violations due to: 

f. Excessive Water Billing 
g. Poor Service Quality 
h. Poor Water Quality 
I. 	Inferior Operations Management 

It is claimed by APPLICANT (PK-RE Development Company) that prospective BUYER 
(Undine Development, LLC) will keep water rates unchanged, 

will keep service quality the same or improved, and will provide sufficient service quality 
(as required by State of Texas regulations). 

Development, LLC): 

water utility, 

excessive, 

inferior, 

charged, 

Nevertheless, I have not seen any "stress test" metrics that prospective BUYER (Undine 

j. Meets State of Texas regulatory obligations as an approved buyer of a 

k. Can fulfill legal obligations to provide necessary services to my property, 
1. 	Maintains policies and procedures to provide billing which is not 

m. Maintains policies and procedures to ensure service quality that is not 

n. Maintains policies and procedures that operations management is reliable, 
o. Maintains policies and procedures on how cost costs are allocated or 

P. 
	Maintains policies and procedures on types of costs and basis are 

documented, 
q. Maintains accurate records for rate case preparation (IN PARTICULAR 

ACQUISITION COSTS OF OAKSHORES WATER SYSTEM) 
r. Maintains direct charge work papers, calculations and all necessary 

documents required for proper rate case preparation. 

Note: Many of the above (a. - r. issues) issues were raised by the Rose Law Firm 
(see attached letter) against now Owners and Management of Undine Development, LLC. 

(5) I proposed adjustments be made to the application or CNN which would help 
satisfy my concerns, and help cause me to withdraw my request for a Public Hearing, including: 

2 



- 

Sufficient documentation be made available for review which reasonably 
describes how various levels of affiliate costs are Maintained, and the 

Methodology employed to ensure fair and reasonable costs will be allocated as 
corporate overhead directly associated with Oakshores Water System. 

"Stress Test" Metrics if gathered by State of Texas be made available for review 
which provide reasonable assurances that in fact Excess Water Billing will not occur, 

Poor Service Quality will be quickly corrected, Poor Water Quality will be 
quickly corrected, and Inferior Operations Management will not be allowed to persist. 

Undine Development policies and procedures be made available for review and 
maintained regarding how true costs  are allocated or charged. 

Audited (Generally Accepted Accounting Principles) Purchase Basis be made 
available and maintained that preserves true cost basis of acquisition of Oakshores Water System. 

Undine Development p'olicies and procedures be made available for review 
regarding direct charge work papers, calculations and all necessary documents for a proper rate case basis. 

Regards, 
Henry Lydick 

http://undinellc.com/team.html   
Edward R Wallace has demonstrated'outstanding capabilities for providing rate 
strategy that resulted in double digit rate increases. 

http://www.niamerica.com/personnel.htm   
Edward R Wallace has the overall responsibility for financial statements and rate case 
preparation. 
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Undine, 	 Page 1 of 3 

Home 	Customers • Our Team 	Acquisitions 	Developers 	Contact Us 

Our Team 
Edward R. Wallace - President 

Mr. Wallace currently serves as President and CEO of Undine, a company he founded to consolidate 

water and wastewater sysiems in the'United States Until recently Mr:Wallace served as•Presidenty 

and CEO Of Ni America,va company he also founded where he oversaw and directed the day-to-day 

-operations of eight companies representing over 40,000 customers in three states. Mr. Wallace was 

resporisible for the companys growth from a startup venture with no assets, revenue, or EBITDA to a 

vibrant 'utility company with assets, revenue and EBITDA of $110, $26 and $15 million, respectively. 

During that time, Mr. Wallace demonstrated outstanding capabilities for acquisitiop, profit management 

and providing rate strategy that resulted in double digit rate increases and an overall positive reputation 

with regulators. In addition, in the first quarter of 2015 Mr. Wallace oversaw a robust sales process 

that captivated over ten bidders to the end 	resue 	ultimate sales price highest than any in 

-

ltd in a:

— 

recent history. 

In 1996, he founded AquaSource, and led a team of individuals responsible for completing over 130 

transactions in just over two years for clients involved in the water/wastewater industry and the propane 

gas industry Through his leadership, the business grew from 16 employees with no revenue to over 

1,100 employees and almost $200 million in revenue. 

From 1991 until 1995, Mr. Wallace was an investment banker structuring teansactions for both private 

and public companies in the leasing and utility industries. During those years, Mr. Wallace was either a 

partner of or employed as a Director by CS First Boston. e  

Systems 
Selling? 

If you are interested in selling 

your business, working with us 

on a development project, or 

would like to partner with us to 

provide services or leads, 

please contact us  

News 
March 18, 2016 

Undine launches preliminary - 

websice to allow potential 

sellers and developers to 

contadt Undine management. 

- Information 
March 2016 

Stay tuned. More information 

to come .. 

Mr. Wallace had an eight-year career with Cooper & Lybrand where he became a Partner. He also 

served two years atitie Financial Accounting 'Standarcis Board working on projects in the leasing and 

utility industry. Mr. Wallace graduated, cum laude, from Texas A&M University with a Bachelor of 

Business Administration in Accounting and has been the principal speaker for numerous accounting 

related presentations 

Carey A. Thomas — Sr. VP AcOuisition Integration 

Mrs Thorras 8urrently serves as Sr. Vice President for Undine She previously served as Sr Vice 

President of Hunian Resources and ACIiiiiništration for Ni America Mrs. Thomas was responsible for 

the day-to-day management of administrative and personnel related functions, such as benefits and 

payroll, as well as all the Corporate and Subsidiaries Business Insurance, as well as Corporate 

Governance. Mrs. Thomas also worked on special projects, she lead the implementation of a new 

billing system, new billing and call center and oversaw the Management of the billing process for more 

than 40,000 Customers. She also played a key role in the acquisition process; from the due diligence 

ph-ase to producing, directing and orbanizing the definitive documents process, while working with in- 

http://undinellc.com/team.html 	 10/13/2016 



Undine 	 Page 2 of 3 ' 

house attorneys, which included refinancing with Bank of America, the Senior Lending facility Mrs 

Thomas was the Vice President of Administration for AquaSource, and one of 16 original investors in 

this start-up water and wastewater company. Mrs. Thomas was directly responsible for Administration, 

Human Resources, Facilities, IT, and Public Relations. She led a team of individuals that integrated 

over 1,300 employees from the more than 130 acquisitions in less than three years, while responsible 

for designing, building and furnishing a new 68,000 square foot office building to consolidate offices 

and gain economies of scale Prior to beginning AquaSource in 1996, Mrs Thomas was a Partner with 

Ed Wallace in Florin Financial Services; a privately owned investment banking firm specializing in tax 

enhanced financing structures. Mrs Thomas attended Houston Community College and The 

University of South Alabama. Mrs. Thomas is currently continuing her major in Business and Human 

Resource Leadership. Mrs Thomas is active in the local chapter of the National Multiple Sclerosis 

Society, and has participated in the annual bike race from Houston to Austin to raise money and 

awareness for MS. She enjoys biking, traveling, snow skiing, and is taking pleasure in raising her six 

year old daughter. 

Andy Thomas — Sr. VP Capital Projects 

Mr. Thomas is currently Sr. Vice President of Operations and Capital Improvements for Undine. He 

served as the Sr. Vice President of Operations and Capital Improvements for Ni America where he was 

responsible for the Management of the Contract Operations and Capital Improvements overseeing all 

eight of Ni America's water and wastewater utilities. He is involved in the acquisition process and 

oversees the operations due diligence, and at times works closely with third parties, such as 

Engineering and Environmental Firms. Being cost conscious, Mr. Thomas prides himself in 

coordinating regulatory parties and corresponding requirements within the budgetary constraints of 

each project. 

Mr. Thomas previously owned Bengal Supply, a sheet metal supply company serving the Greater 

Houston area He started Bengal supply in 2006 with a Gross Annual Revenue of $70K and sold the 

business in 2009 with at Gross Annual Revenue of $4M Prior to 2002, as one of the 16 original 

investors, Mr. Thomas was Vice President of Capital Projects and Due Diligence for AquaSource, a 

start-up water and wastewater company that acquired approximately 130 companies in less than 3 

years. At AquaSource he was responsible for initial operations due diligence, assessing capital needs, 

and managing improvements for over 3,000 water and wastewater utility systems, with an annual 

capital budget of $40 million. Before joining AquaSource, Mr. Thomas was the Assistant Plant 

Manager for Philips Services Corp Angleton, Texas rail car cleaning and water treatment facility. Mr. 

Thomas attended Houston Community College and obtained an Associates degree in Fire Protection 

Technology, working in conjunction with the Texas A&M Fire School. Mr. Thomas is currently majoring 

in Construction Engineering Mr. Thomas is the Division Chairman for the Houston Livestock Show 

and Rodeo, a non-profit organization benefiting youth and supporting education, which has granted 

$330M in scholarships since it began. Mr. Thomas is a member of the American Water Works 

Association, Texas Rural Water Association, Florida Rural Water Association and the South Carolina 

Rural Water Association. 

Charles E. Leibold, CPA - Chief Accounting Officer 

Mr Leibold currently serves as the Chief Accounting Officer for Undine. Prior to joining Undine, Mr. 

Leibold was a Consultant for Ni America in the accounting group. Previously to joining Ni America, Mr 

Leibold served as Managing Director for Sperco LLC from 2010-2014 where he directed the consulting 

in telecommunications and information technology services Since the Company's inception, he lead 

the planning and development of the finance function, legal and human resource matters and 

established financial and administrative objectives, internal controls, policies, programs and practices, 

as well as responsible for all financial and tax reporting From 2006-2014 he was with Bluegate 

Corporation where he was Chief Financial Officer appointed to treasurer and secretary. He lead the 

http://undinelle.com/team.html 	 10/13/2016 
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strategic planning and development of the finance function, legal and human resource matters and 

established companylwide financial and administrative objectives, internal controls, policies, programs 

and practices and served as a member of the Board of Directors. Before joining Bluegate, Mr. Leibold 

served as Director for Acquisition Partners,-Inc.; he was responsible for managing transitional and due 

diligence matters relating to acquisitions. In 1998, Mr. Leibold joined AquaSource, Inc.'s M&A division. 

Prior to that, he managed his own consulting firm specializing in matters relating to reorganization, 

accounting, finance, M&A, divestitures, and income taxes. Mr. Leibold joined Aim Group, Inc. as a Vice 

President of Finance and Treasurer following a ten-year career with Deloitte, Haskins and Sells. At 

AIM, Mr Leibold was responsible for the long-range financial matters and the establishment of 

company-wide financial objectives. Mr. Leibold graduated from Pace University with a Bachelor of 

Business Administration in Accounting, and recently served on the Board of Directors of a Catholic 

High School. 

Rick Melcher - Manager of Public Relations 

Rick Melcher served as Manager of Public Relations for Ni America since 2007. He was responsible 

for communications between the company and its various stakeholders, including customers, utility 

regulators, legislators and the media. As company spokesperson, he dealt with issues involving rate 

cases, utility acquisitions, Company presentations, crisis management and on-going'customer 

education relating to utility matters. Mr. Melcher previously served in a similar capacity as Public 

Relations Manager and spokesperson for AquaSource Utilities from 1997 to 2001, when the utility grew 

to approximately 400,000 customers across 17 states 

Before working at Aquasource, Melcher was employed at Southwestern Bell Telephone as a Business 

Office Supervisor where he was responsible for sales, serviœ and customer service training. He is a 

graduate of Texas A&M University, with a BBA in Finance and Marketing. 

Jeffrey O. Goebel - Manager of Business Development 

Mr. Goebel serves as the Manager of Business Development for Undine and is responsible for the 

identification of existing water and wastewater systems and new developments that may be potential 

acquisitions In additiOn to his initial due diligence on those systems identified, he handles all of the 

submittals of TPDES permits, CCNs and STMs to the TCEQ and PUC regulatory entities. Prior to 

joining Undine, Mr. Gõebel was the Manager of Business Development for Quadvest LP, a privately 

owned water and sewer utility company located in Magnolia, Texas. At Quadvest, Mr. Goebel 

performed similar duties sited above at Undine, as well as, handled all developer relations and 

managed the Construction and Engineering on all new developments. Previously, Mr. Goebel was the 

Project Manager for AquaSource and was responsible for, among other duties, new developer!elations 

and the compliance with environmental regulations and permits for all operations in Texas. 

Mr. Goebel is a board member of Harris County MUD #415 and former Vice President of Independent 

Water and Sewer Companies of Texas. 

http://undinellc.com/team.html 	 10/13/2016 



NiArnerica Key Personnel 
	

Page 1 of 4 

Ni America 
Sr The Ossis Amax MEIN Mirr 

Thursgay October 13;2016 

Company 	 Customers 
	

Developers 	 Acquisitions 

I I El I I I 11 
Key Personnel 

If you are interested in 
sellink your company 
or working with us on 
a development project 
or would like to 
partner with us to 
provide services or 
leads,,please click 
below. 
CONTACT US , 

Jim McGivern / Chairman 
Jim is a seasoned executive with over 20 years of 
industry experience in the Utility and industrial 

„ products sectors. From July 1st 2009 Jim has been 
Chairman of Ni America and Executive Chairman of 
Sigma Corporation, a US market leader in the 

manufacture and distribution of pipeline fittings and related products to 
the Water and Wastewater industry. Prior to taking these positions, Jim 
was CEO of the Elster GrOup, the world's largest metering solutions 
business, and had global responsibility for all Elster business lines which 
operated in 38 countries worldwide. Under Jim's leadership Elster 
established itself as the market leader in the delivery of leading edge 
intelligent metering solutions to its utility customers. Prior.to joining the 
Elster Group, Jim had more than 15 years experience in the international 
water and waste water industry. In early 2003, Jim was appointed Chief 
Operating Officer. at American Water, the largest water utility in the US 
with executive responsibility for all of American Water's and its parent, 
:Thames Water's businesses in North, South, and Central America. Before 
that Jim was President of the Thames Water international btisiness, 
res'ponsible for operations and growth in over. 30 countries. Thames 
Water is one of the world's largest water utilities. 

Mr--Wallace currently serves as Presider-n-11Ni 
America, a company he founded to consolidate 
water and wastewater systems. Beginning in April 
2007 Mr. Wallace has overseen the acquisition and 
day-to-day`operations of five companies 
representing over 20,000 customers in three states. 

As acting CFO he also has the overall responsibility for financial 
statements and,ratecase:preparation7 In 1996, he founded AquaSource, 
and led a team of indiViduals responsible for completing over 150 

Ni America Systems: 

Ni Florida: 
. Hudson  
. Tamiami  

Ni.South Carolina:. 
. Palinetto.Utilities 
. Pahnetto of Richland 
County  

Alpine/Woodland 
. Alpine/Woodland' 
Rate Presentation  
• Palmetto Utilities  
Rate Presentation  

Ni Texas: 
. Utility Regulations 
. Rate Case Info 
. Shaded Lane  
. Wise, County 

Rates - 

..AAAAAsi 

41 	4.14-4.1, 
Noth< 

	Edward R. Wallace / President 
••ki 

http://wivw.niamerica.com/persbnnel.htrn 	 10/13/2016 
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Water ConserNat ion 	transactions in just over two years for clients involved in the 
water/wastewater industry and the propane gas industry. Through his 

Links and Resources 	leadership, the business grew from 16 employees with no revenues to 
over 1100 employees and almost $200 million in revenue. From 1991 

Capital Projects 	 until 1995, Mr. Wallace was an investment banker structuring 
transactions for both private and public companies in the leasing and 
utility industries. During those years, Mr. Wallace was either a partner of 
or employed as a Director by CS First Boston. 

Mr. Wallace had an eight-year career with Cooper & Lybrand where he 
became a Partner. He also served two years at the Financial Accounting 
Standards Board working on projects in the leasing and utility industry. 
Mr. Wallace graduated, cum laude, from Texas A&M University with a 
Bachelor of Business Administration in Accounting and has been the 
principal speaker for numerous accounting related presentations. 

Mark Daday / Chief Financial Officer 

Mark has been Chief Financial Officer of Ni 
America since September of 2010. He previously 
was Chief Investment Officer with Ford Investment 
Group and President at Landmark Properties Group 
where he created 3 private equity funds. 

For 13 years, he was with DQE, a publicly traded 
NYSE holding company for an electrical utility. DQE had annual revenue 
of $1.3 billion and assets of $5 billion. He was involved with all aspects 
of acquisitions, financing/banking, financial forecasting and analysis. Mr. 
Daday was chief financial officer and then president of the DQE Systems 
subsidiary, a $100 million, 300 employee, propane energy distribution 
and telecommunications company, where he negotiated and closed over 
30 acquisitions and four divestures. At DQE, he was a member of the 
pension management committee, which managed a $1 billion corporate 
pension fund. 

Prior to DQE, he was with a subsidiary of GATX, a publicly traded 
(NYSE) company holding the positions of Controller — Spain and then 
Manager of Treasury Operations. Mr. Daday graduated from Westminster 
College (PA), with a Bachelors of Arts degree. He received his MBA 
from the University of Miami. He is a member of the board of directors of 
the Pittsburgh Opera and a former board member of the Greater 
Pittsburgh Food Bank.He is also a former board member of various 
subsidiaries while at DQE. 

Mike Ashfield / Senior VP Operations 

Mr. Ashfield's career commenced in June 1989 with Coopers & Lybrand, 
where he earned his CPA, and reached Senior Manager prior to leaving in 

http://www.niamerica.com/personnel.htm 	 10/13/2016 
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1998 to join AquaSource's M&A division under the direction of Mr. Ed 
Wallace. During his time with AquaSource, he was responsible for 
coordinating and overseeing acquisition due diligence (financial and 
operational), as well as negotiating purchase agreements with utility 
sellers and their attorneys. 

Mr. Ashfield graduated from Texas A&M University with a BBA in 
Accounting and Marketing and holds positions in various community 
entities: Chairrnan of the College Station Planning & Zoning ComMittee, 
Chairman of the Board of Trustees at Christ United Methodist Church, 
Finance Committee Chair for the Brazos Valley Fellowship of Christian 
Athletes, and member of the Texas A&M System's Chancellor's Century 
Council. 

Rick Melcher / Manager of Public 
Relations 
Rick Melcher has served as Manager of 
Public Relations for Ni America since 
its inception in 2007.He is responsible 
for communications between the 
company and its various stakeholders, 
including customers, utility regulators, 
legislators and the media. As company 
spokesperson, he deals with issues 
involving rate cases, utility acquisitions, 
Company presentations, crisis 

management and on-going customer education relating to utility matters. 

Mr. Melcher previously served in a similar capacity as Public Relations 
Manager and spokesperson for AquaSource Utilities from 1997 to 2001, 
when the utility grew to approximately 400,000 customers across 17 
states. Before working at AquaSource, Melcher was employed at 
Southwestern Bell Telephone as a Business Office Supervisor where he 
was responsible for sales, service and customer service training. He is a 
graduate of Texas A&M University, with a BBA in Finance and 
Marketing. 

...1.11.11•411Voeu..11.",  

R. Stan Jones / Regional President 
Prior to joining Ni America, Stan Jones was 
co-founder and President of Wildewood 
Utilities, later renamed Palmetto Utilities. 
Mr. Jones served as president of the utility 
from 1983 until it was acquired by Ni 
America in 2010. Under his leadership and 
direction, Palmetto grew to be the largest 

privately owned wastewater utility in South Carolina. 
Mr. Jones currently serves as the Regional President of Ni South 
Carolina, where he is responsible for business development in South 
Carolina. His vision for the area includes a focus on regional planning for 
wastewater treatment that will provide cost effective service for the 

http://www.niamerica.com/personnelltm 	 10/13/2016 
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growing customer base and eliminate the numerous wastewater spills 
occurring in improperly designed and poorly operated utility systems. 
Mr. Jones received a Bachelor of Science in Environmental Engineering 
from Clemson University. 

©Copyright 2010 Ni America  All Rights Reserved 	 CyberPro I iSA Design  & Hostintl, 
For more information please Contact t s 	 ©Site Design 2007 
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Notice to Current Customers, Neighboring Systems and Cities 

PK-RE DEVELOPMENT COMPANY, INC. DBA OAK SHORES WATER SYSTEM  

NOTICE OF INTENT TO SELL FACILITIES AND TRANSFER OF CERTIFICATE OF 
CONVENIENCE AND NECESSITY (CCN) NOS. 12407 AND 20948 TO UNDINE  
DEVELOPMENT, LLC IN TRAVIS COUNTY, TEXAS 

To: GREENSHORES ONIAKE AUSTIN  
September 2, 2015  
(Nape of Customer, Neighboring System or 'City)- 

PO BOX 92649' 
(Address) 

AUSTIN, TX 78709-2649 
(City, State Zip) 

Dite NOtice Mailed: 

PK-RE DEVELOPMENT COMPANY, INC. DBA OAK SHORES WATER SYSTEM Hill  
Country Galleria, Bldg B. 13301 Galleria Circle, Suite B175 Bee Cave, Tems 78738  

has-submitted an application with the Public Utility Commission of Texas to transfer all of their 
water CCNs No.12407 and sewer No:20948 in Travis,County to: 

(UndineeDeVeropTherit7LCCIf09 1 3-Mel?On—o—me--1)T7fio—u-s-fTal-§17 7 043  

The sale is scheduled to take place as approved by the Commission (V.T.C.A., Water Code 
§13:301). The transactidn and the transfer of the CCN include the following subdivision: Oak 
Shdre, Oak Shore on Lake Austin, Briarpatch, Smokey Ridge Annex and three tracts south 
thereof, Pearce Annex, SkiShores Restaurant and Marina, West Greenshores and Pearce 
Rd Area, Woods of Greenshoreš subdivision, Greenshores on Lake Austin 

The area subject to this transaction is located within approximately 6.5 miles Northwest of 
downtown Austin, Texas, and is generally located' on the north by Pearce Rd;  on the east by 
Lake Austin;  on the south by Pearce Rd;  and on the west by City Park Road  

The total, area being requested includes approximately 372  and serves 220 current customers. 
This transaction will have the following effect on the current customer's rates and services: 

(1) Current customer water rates will remain unchanged; (2) service quality will remain the same 
or improve; and (3) Undine Development, LLC service policies will apply at the completion 
of this transaction when it becomes the certificated retail public water utility. 

Affected persons may file written protests and/or request a public hearing within 30 days of this 
notibe. 

Docket #46150 



To request a hearing, you rnust: 

(1) state your name, mailing address and daytime telephone number; 

(2) state the applicant's name, application number or another recognizable reference to this 
application; 

(3) include the statement "I/we request a public hearing"; 

(4) write a brief description of how you, the persons you represent, or the public interest 
would be adversely affected by the proposed transaction and transfer of the CCN; and 

(5) state your proposed adjustment to the application or CCN which would satisfy your 
concerns and cause you to withdraw your request for a hearing. 

Only those persons who submit a written request to be notified of a hearing will receive notice if 
a hearing is scheduled. The Commission will issue the CCN requested in the referenced 
application unless a hearing is scheduled to consider the transaction. If no protests or requests for 
hearing are filed during the comment period, the Commission may issue the CCN 30 days after 
publication of this notice. 

Persons who wish to protest or request a hearing on this application should write the: 

Filing Clerk 

Public Utility Commission of Texas 

1701 North Congress Avenue 

P.O. Box 13326 

Austin, Texas 78711-3326 

Se desea information en Espanol, puede Ilamar al 1-888-782-8477. 

Utility Representative 

PK-RE DEVELOPMENT COMPANY, INC. DBA OAK SHORES WATER SYSTEM 

Docket #46150 
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L 	 MIKE HARIDOPOLOS 
President of the Senate 

J.R. Kelly 
Public Counsel 

• STATE OF FLORIDA 
OFFICE OF PUBLIC COUNSEL 

C/0 THE FLORIDA LEGISLATURE 
111 WEST MADISON ST. 

ROOM 812 
TALLAHASSEE, FLORIDA 32399-1400 

1-800-540-7039 

EMAIL: OPC_WEBSITE@LEG.STATE.FLUS  
NVIVW FLORIDAOPC GOV 	 DEAN CANNON 

Speaker of the 
House of Representatives 

November 17, 201 0 

Mr. Jared Deason 
Division of Economic Regulation 
Florida Public Service Commission 

• 2340'Shumard Oak Boulevard 
Tallahassee, Florida 32399-0830 

Re: Docket 100149-WU-Applieation for itige7Fin water rates in'Lee County bý"-NiT15-fidd 
LLC. - OPC'is'sues Regarding Corporate Allocations and Bad Debt Expense 

Dear Mr. Deason, 

The Office of Public Counsel is actively monitoring the rate case docket for the Ni 
America/Ni Florida-Tamiami. In our review of the minimum filing requirements and the staff 
audit workpapers, we have numerous7concerns-thb-elieVnliMile-b-e---a-ddr-eMEd?While 
seyeral of these concerns might be addressed in re'sponse to staffs most recent data request dated 
November 9, 2010, we would liketo bring these to staffs attention to aid•staff: in its review of 
the rate case so thA staff can address thek concern's as you see fit. 

The majority of the areas that we have looked into deal with the level of affiliate costs 
and the allocation methodology Ni used to allocate corporate overhead to the few systems it 
owned in 2009 and the level requested to be recovered from the Ni Florida Tamiami ratepayers. 

Corporate Allocated Expeiise  
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Below is a partial list of the affiliate costs that Ni wants to allocate to Tamiami 
ratepayers: 

Employee/Officer/Director Salaries & Benefits: $1,481,070 
Corporate Accounting/Tax: $ 	130,212 
Corporate Rent for at least 2 offices: $ 	43,829 
Corporate Travel: $ 	37,330 
Computer Services: $ 	26,880 
Crime: $ 	3,338 
Telephone: $ 	51,181 
Utilities: $ 	16,624 
Meals & Entertainment: $ 	25,032 
Ni America Capital Management Corporate Governance: $ 	250,778 

The above itemized expenses total $2.06 million of the $2.13 corporate overhead 
requested. Ni has taken the $2.13 million total of affiliate costs and allocated 47% to the 5 
systems owned in 2009 as utility related costs. This is approximately $1.00 million that was 
allocated to the 4,685 test year equivalent residential connections (ERC's) resulting in $214/ 
ERC/year ($18 per month) for just corporate overhead. Direct costs for running each system are 
in addition to these requested affiliate costs. OPC has several concerns regarding these affiliate 
charges that Ni wishes Tamiami customers to pay. 

Salary Overhead Concerns  
The 2009 corporate salaries expensed were for 19 persons. The staff audit workpapers 

include a document that contains company-provided job descriptions for the 19 employees that 
existed in 2009. Of those 19, it appears that 9 have left the company and one had his salary drop 
by a third. That leaves 9 employees with an average salary of $115,000 (only 2 under $100,000). 
(See Staff audit work paper 43 and supporting schedules.) The company also appears to have a 
new chairman (Jim McGivern) and regional president (R. Stan Jones) based on the Ni America 
website. This website also provides job descriptions for the 4 key personnel, but only Edward R. 
Wallace, President, and Mark B. Myers, VP Business Development, were included in the 2009 
payroll. In addition to the non-recurring and materially changed personnel and payroll, OPC has 
concerns over the need for such high payroll overhead for the size of the current systems and that 
several of the employees are involved in acquisitions and due diligence for future systems. 

Based on the notes from the directors meetings provided in response to staff audit 
requests, Ni America stated on Jan 21, 2009, that it would employ 8 partners and 4 employees 
(Notes from BOD Minutes Audit WP 8). OPC questions whether these partners have day to day 
responsibilities for the management and operation of the owned utilities or if their salaries 
essentially represent directors fees. Other pertinent information would be whether any of these 
individuals have other outside jobs and how much time each person spends working on utility 
related matters. 
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Specifically for the Tamiami system, Ni America pays FUGH a $36,000 management fee for 
Water Distribution Operations, Meter, Reading, Billing/Collection, Book Keeping/ Administration, 
and a 24-Hour Customer Call Service.: The company has requesto& additional fees of $7,100 to 
administer a line flushing program and pays for routine preventative maintenance and minor repairs 
on an as incurred basis. While OPC is not disputing the prudence of the FUGH contract amounts, 
adding an additional layer of $175,000 for corporate overhead charges appears to be excessive given 
that the FUGH services represent essentially a turn-key operation. 

Corporate Accounting/Tax:  

Ni America recorded $130,212 in accounting and tax fees in 2009 that it allocated 47% to 
the 5 utility systems. The information provided to staff auditors indicated that Ni has at least 14 
limited liability corporations that are affiliated with Ni America (see list below). OPC questions 
why such a large accounting and tax bill is required to operate several small water and/or 
wastewater utilities and whether the potential for complicated accounting and tax situations arise 
because of the corporate structure and'private equity component of the organization rather than' 
utility-related issues. 

Ni America provided an organizational chart to the auditors that reflected the following 
14 entities as affiliates of Ni America: 

Ni America Texas, LLC 
	

Ni Arizona, LLC 
Ni Louisiana, LLC 
	

Ni Mississippi, LLC 
Ni North Carolina, LLC 
	

Ni Pennsylvania, LLC 
Ni South Carolina, LLC 
	

Ni Arizona Utilities, Inc. 
Ni Florida Utilities, Inc. 	 iNf-TeTa-s-b-a"relopt'nelit;:LEC 
Wateree Utilities Holding, Inc 	 Palmetto Utilities, Inc. 
1710 Woodcreek Farms, Inc. 	 Ni America Utility Holding, Corp. 

Corporate Rent and Travel  

Upon review of the NiAmerica Operating general ledger, the company incurred $43,829 
to .maintain at least two corporate offices: one in Houston and one in College Station. It also 
expensed $37,330 for corporate travel. Staff auditors questioned why the company paid living 
expenses for its former chairman and the company responded that because the chairman did not 
reside in Houston, it was part of the company -agreement to pay his living expenses. OPC 
questions the reasonableness of each of these categories and why they are prudent utility related 
expenses. 

Crime and D&O Insurance  
Ni America Operating purchased a $1 million crime policy with $10,000 deductible and $3 
million directors and officers and employers practices liability with $25,000 deductible. Without 
reviewing the individual policies currently in effect and the beneficiaries of each policy, OPC 
questions the reasonableness of charging ratepayers. 

Telephone, Utilities and Computer Services 
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Ni America Operating incurred close to $95,000 in telephone, utilities and computer services in 
2009. Given the large officer/director/employee turnover that occurred in 2009 and the large 
percentage of due diligence work, OPC questions the recurring nature and prudence of such 
expenses for the small number of utility systems owned. 

Ni America Capital  
Ni America Capital charged Ni America Operations $250,778 in corporate governance fees to be 
spread 47% to the 5 owned systems in 2009. Of this amount, Ni Capital paid $100,000 for 
director fees for Mike Fuizat and Jim McGivern, $100,000 for an executive search fee for Jim 
McGivern, transportation expenses of $9,188 for travel to board meetings and $10,703 for D&O 
Insurance. Ni America Capital was also charged $21,840 from Metalmark Capital (which 
invested in Ni America) for 2008 federal and state tax preparation. These all appear to be 
investor related expenses which OPC questions the reasonableness and prudence of passing any 
portion to ratepayers. 

Allocation Issues  
Below are several concerns that OPC has regarding how the costs were allocated. 

Informal Survey for Allocation Methodology  
The company did an informal survey by each employee to determine how to allocate 

between utility and non-utility work performed. Based on this survey, Ni stated that the average 
employee works 47.0898% on utility matters. There are no workpapers to support this estimate 
and based on the provided job titles and descriptions, it is obvious that many of the persons listed 
perform due diligence work to investigate future systems that Ni might purchase. None of the 
provided descriptions reflect a reasonable amount of daily work performed for the few utilities 
that the company owns, and many of the persons that received salaries in 2009 are no longer with 
the company. 

Additional Systems Purchased in 2009 and 2010  
According to its website, Ni America bought a new system in early 2010 called Palmetto 

Utilities, Inc. in South Carolina with 11,000 customers (14,823 ERCs as of April 2009). The 
company also included the Brighton system in 2009 for less than a full year. These are known 
and measurable changes that occurred during and after the test year that OPC believes should be 
considered in determining whether the allocated corporate overhead should be allowed or how it 
should be allocated. 

Bad Debt Expense 
The last issue that OPC wishes to address at this time is bad debt expense. The company 
increased bad debts without sufficient support. The Company requested a bad debt expense of 
1.75% of revenues. The Bad Debt Expense booked in 2009 was $1,202 with recorded Revenues 
of $220,145. This resulted in an actual 2009 Bad Debt Expense ratio to revenues of 0.55%. Bad 
debt expense for the first six months of 2010 totaled $581, and doubling this equals $1,162. The 
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company has not provided sufficient support to show its requested $3,853 proforma bad debt 
expense is representative or reasonable. 

In conclusion, I wish to thank you in advance for your analysis and consideration of our issues. 
Should staff have any questions, we would be willing to discuss these in a meeting with the 
parties, if necessary. 

Sincerely, 

s/ Tricia Merchant 
Tricia Merchant 
Office of Public Counsel 
111 West Madison Street 
Pepper Building, Room 812 
Tallahassee, Florida 32399-1400 
Phone: 850-487-8245 
Email: merchant.tricia@leg.stateRus  

c: 	Division of Economic Regulation (Fletcher, Maurey) 
Office of the General Counsel (Jaeger) 
Ni Florida, LLC (Wallace) 
Rose Law Firm (Friedman) 
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Marguerite McLean 	
00 LV.9  bk-A- 

From: 	Dana Rudolf [DRudolf@RSBattorneys.com] 

Sent: 	Friday, November 19, 2010 4:58 PM 

To: 	 Filings@psc.state:fl.us 

Cc: 	tewallace@niamerica:com;.bwilkinson niarnerica.com; donald.clayton@tangibl.com; Bart Fletcher; 
mdaday@niamerica.com; Martin Friedman; Christian W. Marcelli; Trina Collins 

Subject: 	Docket No. 100149; Application for increase in water rates in Lee County by Ni Florida, LLC. 

Attachments: PSC Clerk 14 (Filing Response to Staffs 6th Data Request) Itr.pdf 

a) Christian W. Marcelli, Esquire 
Rose, Sundstrom & Bentley, LLP 
766'North Sun Drive, Suite 4030 
Lake Mary, FL 32746 
(407) 830-6331 
cmarcelli@rsbattorneys.com  

b) Docket No. 100149-WU; Application for increase in water rates in Lee County by Ni Florida, LLC — filing the 
Utility's Response to StafPs Sixth Data 

Request dated November 9, 2010. 

c) Ni Florida, LLC 

d) 26 pages 

e) Letter to Commission Clerk and attachments — 26 pages. 

DOCLMEN: 

0 9 514 6 NOV 19 2- 

11/19/2010 	
FFSC-COMMISSION CLERK 



FAME/IOC L. Aociuuu, JR. 
QM H. BENTLEY, P.A. 
Rom' C. Rummel 
F. Mumuu. DMADING 
MAXIM S. FREEDMAN, P.A. 
JOHN J. Ramo, P.A. 
BRIDGrr M. Guman.av 
JOHN R. jimars, P.A. 
KYLE L Knova 

LAW Ornais 

ROSE, SUNDSTROM & BENTLEY, LLP 

www.rsbattorneys.com  

Please Respond to the Lake Mary Office 
CHRISTIAN W. MANCE/11 
SI1N211 T. MINDIJN, P.A. 

1110kIM E MUUJN 
CHANTY H. Mum 

WILIJAM E. SUNDMOK P.A. 
Duna D. Taw" P.A. 

Jowl L WHAIMIN November 19, 2010 

E-FILING 
Rouir M.C. Rose, (1924-2006) 

Ann Cole, Commission Clerk 
Office of Commission Clerk 
Florida Public Service Commission 
2540 Shumard Oak Boulevard 
Tallahassee, FL 32399 

Re: 	Docket No. 100149-WU; Ni Florida, LLC - Tamiami 
Application for an Increase in Water Rates in Lee County, Florida 
Our File No.: 43053.04 

Dear Ms. Cole: 

Enclosed for filing in the above-referenced docket is the response of Ni Florida, 
LLC - Tamiami (the "Utility") to Staffs sixth data request dated November 9, 2010. 
Staff has requested the following information in order to complete its analysis in the 
above-referenced docket. 

1. 	Please provide a copy of the Organizational Chart for Ni America, clearly 
illustrating the relationships between Ni America and its subsidiaries for 2007 through 
2010. For each of the subsidiaries, please describe, in detail, the corporate functions that 
each performs. 

RESPONSE: The Organizational Chart for Ni America companies is attached. 
Corporate governance is performed by Ni America Capital Management, LLC and all 
other functions are performed by Ni America Operating, LLC and are as follows: 

01 

• Accounting 
• Annual Reporting Requirements 
• Business Development 
• Capital Investment Improvements 
• Cash Management 
• Contract Administration 
• Engineering Services 

766 N. SUN DINE, Sunz 4030, LUCE MARY, FLoamA 32746 (407) 830-6331 FAX (407) 830-8522 
2548 SLAIRSTONE PINES DRIVE, TAuAliASSEE., FLORIDA 32301 (850) 877-6555 FAX (850) 656-4029 

950 PENINSUIA Coluottsre Cutaz, Sum 2020, BocA RATON, FLORIDA 33487 (561) 982-7114 FAX (561) 982-7116 
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• Finance 
• Financial Reporting 
• Human Resources 
• Income Tax Administration 
• Legal Services 
• Operations Management 
• Payroll Administration 
• Rate Case Administration 
• Risk Management (Insurance) 
• Treasury Management 

	

2. 	Please provide a copy of the Organizational Charts for Ni America and all 
other subsidiaries that allocate costs to Ni Florida, that lists the employees, their 
respective job titles, the salaries Tor each employee, and a list of the dudes and 
responsibilities of each employee for 2007 through 2010. 

RESPONSE: Attached are the following: 

• Organization Chart by employee and title for Ni America' 
Operation, LLC for2008/2009 and 2010. This is . the only 
company which has corporate employees. 

• The monthly salaries paid to each employee for 2008, 2009, and 
2010 through September. 

• The duties performed by these employees in total are detailed in 
the response to Question 1 of Staffs Sixth Data Request. 

	

3. 	Please provide a copy of any documentation (formal and/or informal) 
and/or policy and procedures manuals that address how all costs allocated or charged by 
Ni America to Ni Florida are determined and how all costs,  of Ni Florida are allocated to 
the various water and wastewater systems. 

RESPONSE: Ni America does not maintain a policy and procedures manual that 
addresses how corporate overhead costs are allocated or charged to Ni Florida. There 
are no Ni Florida expenses that are allocated to the various water and wastewater 
systems. Please see the responses to Question 5 and Question 11 of the Staffs Sixth Data 
Request for a description of how corporate overhead expenses are allocated to the 

Rese, Sundstrom & Bentley, LLP 
766 N. SUN Dm% SurrE 4030. Luce MAys, FLORIDA 32746 
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utilities. 

4. Please provide documentation for all costs directly assigned to Ni Florida 
by its affiliates including the type of cost and basis for assignment. Provide all 
documents related to affiliate costing guidelines and related studies utilized or relied on 
for comparison with or analysis of cost allocation practices affecting Ni Florida in this 
proceeding. 

RESPONSE: There are no costs directly assigned to Ni Florida by any affiliates. 
Please see the responses to Question 5 and Question 11 of the Staffs Sixth Data Request 
for a description of how corporate overhead expenses are allocated to the utilities. 

5. Please provide all Ni Florida system allocation workpapers, calculations, 
and all necessary documents that would allow an individual to recompute the amounts 
allocated by Ni America, and any other affiliate/subsidiary for 2007, 2008, 2009, test 
year twelve months ended December 31, 2009, and for each month of 2010 thereafter. 
The above documents should include by affiliate: the total dollars by general ledger 
account number to be allocated, the name of the general ledger account, the allocation 
factor applied to each account, the calculation of the allocation factor including the 
numerator for each company that is allocated a portion of the cost and the denominator 
of the allocation factor, and a description of the allocation factor. The information 
provided should allow one to recompute allocations and then redistribute or carry 
forward adjustments made, by system, to the expense and rate base items included in the 
instant rate proceeding. 

RESPONSE: Ni America Operating, LLC, and Ni America Capital Management, 
LLC, are companies which contain all corporate expenses. Ni America Capital 
Management, LLC, owns all of the subsidiaries and manages the equity ownership. Ni 
America Operating, LLC is the operating company where all the employees reside and 
where all other corporate expenses (all expenses other that those incurred directly by the 
utilities and Ni America Capital Management, LLC) rest. 

The corporate overhead expenses for 2009 were allocated to the utilities based on 
two factors: (1) the ratio of ERCs for each utility to the total ERCs for all owned utilities, 
and (2) all expenses, other than due diligence expenses, on the basis of payroll charges 
allocable to utilities. During the twelve months ended December 31, 2009 (the test year 
used in this rate case), Ni America estimated that 47.09% of payroll costs were allocable 

Rose, Sundstrom & Bendey, LLP 
766 N. SUN Mum Sunt 4030. LAn Wm. FLONIDA 32746 
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to the utilities. Therefore, 47.09% of all allocable corporate expenses were allocated to 
the utilities. Each utility was allocated a percentage of the allocable expehses each 
month based on the ratio of ERCs to the total ERCs. All expenses that are direct 
expenses of the utilities are recorded initially to the utilities and are not included ih the 
corporate expenses which are allocated to them. 

The corporate overhead expenses for 2008 were allocated to the utilities based on 
the average of three factors: (1) revenue, (2) fixed assets, and (3) O&M expenses. Then, 
the amount was capped at 20% so as not to over-burden the utilities. 

All corporate overhead expenses for 2010 (except for due diligence-related 
expenses) have been allocated to the utilities based on ERCs. 

The Ni America companies were formed in early 2007 or subsequent to that time 
frame. In 2007, the only utility acquired was Shaded Lane Water Company. Since the 
date of the acquisition was December 11, 2007; no overhead was allocated to it for a 
partial month. In 2008, Ni America acquired Hudson Utilities on May 5, 2008 arid 
Tamiami Village Water Company on September 5, 2008: Since Ni America was still a 
developing company, Management chose to limit the corporate overhead during 2008. 
This was documented in the Ni Florida, LLC - Hudson rate case filed using a twelve 
month test year ending December 31, 2008. In 2009, corporate overhead was allocated 
to the utilities based on ERCs. In 2010, Ni America acquired Palmetto Utilities, Inc. on 
January 7, 2010. Corporate overhead has been consistently -allocated to every utility 
company on the same basis. 

6. 	Please provide all Ni Florida systems direct charge workpapers,- 
calculations, and all other necessary documents that would allow an individual to adjust 
the amounts directly charged by Ni America, and any other affiliate/subsidiary for 2007, 
2008, 2009, test year twelve months ended December 31, 2009, and for each month of 
2010 thereafter. Th e information provided should allow one to redistribute direct 
charges that have been charged by Ni Florida to its various systems in Florida. 

RESPONSE: Neither Ni America nor Ni Florida direct charges any expenses to 
any other affiliate/subsidiary. Please see the responses to Question 5 and Question 11 of 
the Staffs Sixth Data Request for a description of how corporate overhead expenses are 
allocated to the utilities. 

Rose, Sundstrom & Bendey, LLP 
766 N. Sum DRIVE. Sum 4030, lAn MAsa, FLoura 32746 
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7. Please provide all Ni Florida system allocation workpapers, calculations, 
and all other necessary documents that would allow an individual to recompute the 
amounts allocated by Ni Florida for 2007, 2008, 2009, test year twelve months ended 
December 31, 2009, and for each month of 2010 thereafter. The above documentation 
should include: the total dollars by general ledger account number to be allocated, the 
name of the general ledger account, the allocation factor applied to each account, the 
calculation of the allocation factor including the numerator for each system that is 
allocated a portion of the cost and the denominator of the allocation factor, and a 
description of the allocation factor. The information provided should allow one to 
recompute allocations and then redistribute and carry forward adjustments made, by 
system, to the expense and rate base items included in the instant rate proceeding. 

RESPONSE: Neither Ni America nor Ni Florida direct charges any expenses to 
any other affiliate/subsidiary. Please see the responses to Question 5 and Question 11 of 
the Staffs Sixth Data Request for a description of how corporate overhead expenses are 
allocated to the utilities. 

8. Please provide Ni Florida system direct charge workpapers, calculations, 
and other necessary documents that would allow an individual to adjust the amounts 
directly charged by Ni Florida for 2007, 2008, 2009, test year twelve months ended 
December 31, 2009, and for each month of 2010 thereafter. The information provided 
should allow one to redistribute direct charges that have been charged by Ni Florida to 
its various systems in Florida. 

RESPONSE: Neither Ni America nor Ni Florida direct charges any expenses to 
any other affiliate/subsidiary. Please see the responses to Question 5 and Question 11 of 
the Staffs Sixth Data Request for a description of how corporate overhead expenses are 
allocated to the utilities. 

9. Please provide a list, by system, of activities Ni Florida employees billed to 
each system and the amounts booked for 2007, 2008, 2009, test year twelve months 
ended December 31, 2009, and for each month of 2010 thereafter. Also provide the 
accounts those expenses were booked to. 

RESPONSE: There are no Ni Florida employees. Ni Florida does not direct 
charge any expenses to any other affiliate/subsidiary. Please see the responses to 
Question 5 and Question 11 of Staffs Sixth Data Request for a description of how 

Rose, Sundsuom & Bentley, LLP 
766 N. Sum 1:3suve, Sums 4030. Latice MArt, FLORIDA 32746 
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corporate overhead expenses are allocated to the utilities. 

10. Please provide a lik; tiy system, of sundry expenses either allocated or 
directly charged to each system and the activides associated with each sundry expense 
for 2007, 2009, 2009,. test year twdve months ended December 31, 2009, and for each 
month of 2010 thereafter. If the sundry expenses are allocated, please provide the 
allocation factor for each system including both the numerator and denominator for each 
year requested. 

RESPONSE: Please see the responses to Question 5 and Questiön 11. of Staffs 
Sixth Data Request for a description of how corporate overhead expenses are allocated to 
the utilities. 

11. Please provide the Ekel spreadsheet used to allocate the direct and 
indirect costs for the accounting units with Ni Florida for 2007, 2008, 2009, test year 
twelVe months ended December 31, 2009, and for each month of 2010 thereafter. 

RESPONSE: Attached are the MS Excel spreadsheets used to allocate the 
corporate expenses incurred by Ni Arnerica Capital Management, LLC, and Ni America 
Operating, LLC, to the Ni Florida, LLC utilities (Hudson and Tamiami Village) for 2008, 
2009, the test year ending December 31, 2009, and for each month of 2010 thereafter. 
No corporate overhead expenses were allocated to any utility in 2007. Also, please see 
the responses to' Question 5 of the Staffs Sixth Data Request for a description of how 
corporate overhead expenses are allocated to the utilities. 

12. Please provide all documents in your possession, custody or control that 
demonstrate whether charges from any unregulated affiliates are provided to Ni Florida 
at the lower of cost or market. 

RESPONSE: All charges allocated from Ni America Capital Management, LLC 
and Ni America Operating, LLC to any affiliate/subsidiary, including Ni Florida-Tamiami, 
is done so at actual cost. 

In order to document that the Utility's allocated costs are reasonable and market-
based, Ni America prepared a study ,to analyze Florida water and wastewater companies 
to determine how the O&M expenses and Earnings before Interest, Taxes, Depreciation 
and Amortization (EBITDA) compared to what its Ni Florida systems .would experience 

Rose, Sundstrom 8c Bentley, LLP 
766 N. SUN Diuvz, SurrE 4030. LA= MAW, Ft.oltuan. 32746 
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after rate increases. Attached are the study and an analysis of the results. Thus, total 
expenses for the Ni Florida systems, including the overhead allocation, compare 
favorably to the companies analyzed in this study and could be considered to represent 
the market. 

Should you or members of the Staff have any questions regarding this filing, 
please do not hesitate to give me a call. 

Very truly yours, 

For the Firm 

CWM/der 

cc: 	Ed Wallace, President (w/enclosures) (via e-mail) 
Mr. Benny Wilkinson (w/enclosures) (via e-mail) 
Mr. Donald Clayton (w/enclosures) (via e-mail) 
Mr. Bart Fletcher (w/enclosures) (via e-mail) 
Mr. Mark Daday (w/enclosures) (via e-mail) 

M 	j AL I AMON11. \141F1.0R/DA, LIL (43053) \ ( 04) 12.31-09 TY Rate Case (lze County) \PSC Llerk 14 (Mak Response to Staffs 6th Duna Request) kreloc 

Rose, Sundstrom & Bentley, LLP 
766 N. Sum DRIVE, Surn 4030, LAKE Wm, ROMA 32746 
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Ni America Capital Management, LLC and Subsidiaries 
Organization Chart by Entity 

As of November 15, 2010 

Ni America Capital 
Management, LLC 

Ni America 
Operating, LLC 

Ni America TX Dev, LLC 
Ni Arizona, LLC 

Ni Arizona Utilities, Inc. 

Ni Florida Utilities, Inc. 

NI Louisiana, LLC 
Ni Mississippi, LLC 

Ni North Carolina, LLC 

Ni Pennsylvania, LLC 

Ni South Carolina, LLC 
Palmetto Wastewater 

Reclamation, LLC 
Palmetto of Lower 

Richland, LLC 

Ni SC Environmental 
Services, LLC 

Palmetto Ni Utilities, 
LLC 

Ni America 
Texas, LLC 

(Includes Shade Lane) 
(Includes Brighton) 

Ni Florida, LLC 
(Includes Hudson Util) 

(Includes Tamlami) 

Ni South Carolina 
Utilities, Inc. 

(Includes Palmetto 
Utilities, Inc.) 

( 1710 Woodcreek 
Farms Road, LLC) 
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Ni Arnerica Operating, LLC 

Organization Chart by Personnel (For 2008 and 2009) 

Chief Executive Officer 

Pete Moerheek 

Sr. VP Bus Dev 

Mark Myers 

VP Capital 

Improvements & DD 

Andy Thomas 

Chief Financial Officer 

Ed Watiace 

Senior VP 

Human Resources 

Carey Thomas 

VP Operations 

Bob Haas 

L. 

Mgt Bus Dew 

Mike Millet 

Capital Improvements 

Coordinator 

Anthoney Wisecup 

VP Transactions 

Mike Ashfield 

Admit) Assistant 

Jlrn Glasscock 

Mgr Operations 

Craig Sherwood 

t 	. 

Financial Analyst 

Jacob Stone 

Capital Improvements 

Due Diligence 

Kurt Evans 

Sr. Financial Analyst 

David t ornbardi 

Mgr Public Relations 

Rick Melrher 

 

VP Due Diligence 

Benny Wilkinson 

inancial Analyst 

oty Pendleton 

 

Sr. f inancial Analyst 

Nathan Johnson 

Accounting Mgt 

Vicki Spitznagle 

Accounting Mgr 

Fixed Assets/Depr 

Bruce Connolly 



VP Due Diligence 

Benny Wilkinson 

Sr. Financial Analyst 

Nathan Johnson 

Palmetto Controller 

Donna Tuttle 

Financial Analyst' 

Cory Pendleton 

Accountant 

Open 

Financial Analyst 

Lauren Burgess 

Sr.'VP and 

Chief Financial Officer 

Mark Daday 

Senior VP 

Human itesimrces 

Carey Thomas 

Ad/inn Assistant 

Janne Stewart 

îJi Arnerica Operating, LLC 

Organization Chart by Personnel (For 2010) 

Chairman 

Jim McGivern 

President 

Eri Wallace 

Sr. VP Bus Dev 

Mark Myers 

Sr. VP Operations 

Mike Ashfield 

VP Capital 

Improvements & DD, 

Andy Thomas 

Capital Improvements 

Cooralnator 

Open 

Mgr Public Relations 

Rick Melchor 

Mgr Operations' 

Craig Sherwood' 

South Carolina 

Regional President 

R. Stanley Jones 

Palmetto Controller 

Donna Tuttle 

Palmetto Admin Asst 

Deanna Jones 

Palmetto 

Financial Ana lyst 

Lauren Burgess 
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O&M Analysis 

The test year for the Ni Florida — Hudson rate case in Docket No. 090182-SU was 

calendar year 2008. Until October of that year Ni America Operating, 1.1.0 was 

engaged in a massive merger and acquisition (1Vl&A) effort. We employed 

apProximately 20 people and were actively attempting to acquire other water and 

wastewater system&throughout Florida and Texas. A portion of those individuals 

were involved in M&A but others were involved in accounting, operations, capital 

and system maintenance as well. 

Because of the world wide banking crisis (the effects of which are still being felt) 

in October of 2008'all existing M&A activity was completed and all new activity 

was ceased. When preparing our rate filing in Docket No. 090182-SU two things 

became apparent: 

1. N1America had too many employees to allocate its overhead to its utilities 

in an environment in which it no longer believed that it was going to grow 

its revenue at double digit rates. 

2. A basis should be determined to allocate overhead for use in the Hudson 

r,ate case in Docket No. 090182-SU that: 

a. Excluded any overhead ielating to M&A activity' 

b. Included normal practices within the wastewater company peer 

group 

In order to perform that allocation the company prepared a detailed analysis of 

duties for every individual in the company, allocated their time, and applied the 

composite allocation rate to ali expenses (other than those relating specifically to 

M&A due diligence). lt . then allocated the reduced total overhead balance to all 

companies based on Equivalent Residential Customers (ERCs). 

To test the appropriateness of our overhead allocation,.the company performed a 

detailed review of all the companies for which we had obtained financial 

information and grouped them within utility-classes. For those companies with 

revenue in excess of $200,000 a reasonable average of total overhead was 

estimated to be in the range of 20 to 25 percent of revenue. Based on that 



analysis and the knowledge that we had too many employees in cornparison to 

our existing revenue, management elected to cap all overhead allocations at 20 

percent of total utility revenue. 

In Florida, Ni America did not acquire any companies during 2009 (the test year). 

During the year, IVI&A activity was limited to those companies that were currently 

too far along in documentation to disengage; resulting in one company being 

acquired in Texas. In an effort to right size Ni America Operating, Li.0 to align 

overhead to the revenue in its existing utilities, 8 employees were terminated, 

laid-off, or asked to take long-term disability; including the CEO Pete Moerbeek. 

In preparing the NI Florida — Tamiarni rate case in Docket No. 100149-WU, we 

followed the same methodology that was used in the Hudson rate case in Docket 

No. 090182-SU. When we reviewed the financial information in our system for 

those companies with revenue below $200,000, we noted (presumably because 

of economies of scale) that the reasonable average of total overhead was 

estimated to be much higher, specifically somewhere in excess of 25 percent. 

Based on that review and the fact that Ni America Operating, LIC had made a 

concerted effort to "right size" it operations, management determined that the 

2009 overhead allocation should not have a cap but rather that all companies 

owned by Ni America should receive a full allocation of the reduced total 

overhead balance (other than those relating specifically to M&A due diligence 

based on ERCs. 

In January 2010, we acquired a wastewater utility in South Carolina with 

approximately 1.1,000 customers and 15,000 ERCs. That acquisition combined 

with our other utilities and reduced staff has forced us to further reduce our 

acquisition activities and focus our efforts primarily on managing our business. No 

additional utilities have been or will be acquired in 2010 and our business 

development / due diligence efforts have been reduced to a single employee. 

Consistent with previous years, allocations in 2010 have been made on an ERC 

basis including Palmetto Utilities (our South Carolina utility) and total expenses 

allocated has been reduced by the payroll and expenses associated with our one 



business development employee. With the acquisition of our South Carolina 

utility we believe that we are at or approaching critical mass as it relates to our 

current overhead and no further caps or redUctlons in overhe0 allocation are 

deemed necessary. 
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