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LACY M. PRESNELL III - RETIRED   
F. KENT BURNS (1929 – 2022)   

 Re:  Application for Transfer of Baytree Waterfront Properties to Red Bird Utility 
Operating Company, LLC, d/b/a Red Bird  

                    Docket Nos.: W-938, Sub 6 and W-1328, Sub 8 
 
Dear Ms. Dunston: 

 Pursuant to the Commission’s Order issued in these dockets on July 28, 2023, on behalf of 
Red Bird I submit its response to the items listed in Public Staff’s HB 455 Recommendation Letter 
dated July 25, 2023.  

1. The financial information provided in the sections of the Application Form listed below is 
too outdated for the Public Staff to make a recommendation. The Public Staff needs 
information current as of no earlier than December 31, 2022, to move forward with its 
investigation. 
a. Revenues and Expenses 
b. Original Cost of Utility System 

RESPONSE: Please see the attached updated pages 4 and 5 to the Transfer Application, with 
information as of 12/31/2022. Please note that the “Original Cost of Utility System” 
information was created using information from Baytree’s most recent Annual Report and 
assumptions on depreciation from its 2020 Annual Report. The Company has submitted its 
own understanding of Baytree’s rate base and Net Book Value as demonstrated by the 
Company’s response to Public Staff Data Request 6 submitted on 4/18/2023.   

2. The information required in the sections of the Application Form listed below was not 
provided. The Public Staff needs this information current as of no earlier than December 
31, 2022, to move forward with its investigation. 
a. Other Financial Information – Item 1 
b. Depreciation Schedule 



RESPONSE: Please see Page 6 of Red Bird’s attached 2022 Annual Report which shows 
information regarding Red Bird’s capital structure. Additionally, Red Bird has confirmed 
with Baytree that no formal depreciation schedule has been utilized by Baytree. Subject to 
this statement, Page 5 of Baytree’s 2020 Annual Report reflected an increase in accumulated 
depreciation of $6,669. As previously discussed with Public Staff, Red Bird believes that 
Baytree used a composite depreciation rate for that increase in accumulated depreciation, 
but Baytree is not able to provide specifics as to the methodology it used. This is the best 
information available to Red Bird on this point, and we understand that Public Staff has 
already completed its own analysis of all information that Red Bird has been able to provide 
regarding Baytree.  

3. The financial information provided to satisfy the requirements of Item 7 of the 
Application Form Exhibits list (the most recent fiscal year financial statements for Red 
Bird Utility Operating Company, LLC as the Purchaser) is too outdated for the Public 
Staff to make a recommendation. The Public Staff needs financial statements for Red 
Bird Utility Operating Company, LLC on a stand-alone basis for the period ending on 
December 31, 2022, to move forward with its investigation. 

RESPONSE: Please see the attached Red Bird 2022 Annual Report. 

4. The financial information provided to satisfy the requirements of Item 8 of the 
Application Form Exhibits list (the most recent fiscal year financial statements for 
CSWR, LLC as the Purchaser’s parent company) is too outdated for the Public Staff to 
make a recommendation. The Public Staff needs financial statements for CSWR, LLC for 
the period ending on December 31, 2022, to move forward with its investigation. 

RESPONSE: See Confidential Attachment E.4, the 2022 Audited Financial Statements for 
CSWR, LLC.  

5. The addendum showing the projected cash flows and income statement for the utility 
system for the first five years of operation required by Item 3 on page 7 of the 
Application Form was not provided. The Public Staff needs a completed addendum for 
the five-year period beginning on January 1, 2023, to move forward with its 
investigation. 

RESPONSE: See Confidential Attachment E.3, which is an updated version of Attachment 
E.1 filed on 6/2/2021. The Company has confirmed with Public Staff that the attachment is 
“consistent with the categories in the addendum and it covers the requisite time period...”.  

6. The documents an applicant may submit in lieu of a completed addendum were either (1) 
not provided, as is the case with Item 3(3), or (2) contain financial information that is too 
outdated for the Public Staff to make a recommendation, as is the case with Items 3(1) 
and 3(2). If Red Bird Water intends to provide these documents in lieu of submitting a 
completed addendum, the Public Staff needs information current as of no earlier than 
December 31, 2022, to move forward with its investigation. 

RESPONSE: See the response to subpart 5 above for a completed addendum.  



Confidential Attachments E.3 and E.4 will be filed under seal under separate cover, as they 
contain confidential and proprietary information and are exempt from public disclosure under N.C. 
Gen. Stat. § 132-1.2.   

As always, please contact me if you or the Commission have any questions regarding this 
filing. Please notify me immediately if there is any question regarding maintaining the 
confidentiality of the enclosure marked CONFIDENTIAL. 
 

With best regards, we remain 
  
 Sincerely yours, 
 
 BURNS, DAY & PRESNELL, P.A. 
 
 
 Daniel C. Higgins 
 Email: dhiggins@bdppa.com 
DCH/krs 
cc:  Public Staff (w/encl.) 

mailto:dhiggins@bdppa.com
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FINANCIAL STATEMENT 

 1. Will a separate set of books be maintained for the utility business?   

 2. Will a separate bank account be maintained for the utility business?   

 3. Are the revenues and xpenses listed below based on past operations or are they estimated for future operations? e  
(actual or estimated) 

 

REVENUES AND EXPENSES 
For 12 Months Ended

 
(Date)

         Revenues Water Sewer 

 4. Residential service (flat rate) $ $  
 5. 

 
Residential service (metered rate) $ $  

 6. 
 
Nonresidential service (flat rate) $ $  

 7. 
 
Nonresidential service (metered rate) $ $  

 8. 
 
Other revenues (describe in remarks below) $ $  

 9. 
 
   Total Revenues (Lines 4 thru 8) $ $  

10. Total salaries (except owner) $ $  
11. 

 
Salaries paid to owner $ $  

12. 
 
Administrative and office expense (except salaries) $ $  

13. 
 
Maintenance and repair expense (except salaries) $ $  

14. 
 
Transportation expenses $ $  

15. 
 
Electric power for pumping $ $  

16. 
 
Chemicals for treatment $ $  

17. 
 
Testing fees $ $  

18. 
 
Permit fees $ $  

19. 
 
Purchased water/sewer treatment $ $  

20. 
 
Annual depreciation $ $  

21. 
 
Taxes: State income taxes $ $  

22. 
 
          Federal income taxes $ $  

23.           Gross receipts (or franchise tax) $ $  
24.           Property taxes $ $  
25.           Payroll taxes $ $  
26.           Other taxes $ $  
27. Interest on debt during year $ $  
28. 

 
Other expenses (describe in remarks below) $ $  

29. 
 
   Total Expenses (Lines 10 thru 28) $ $  

30. Net Income (Line 9 minus Line 29) $ $ 

Rema ksr   
31. 

 
 
32.  
33.  
34.  
35. 

NUMBER OF CUSTOMERS SERVED 

W tera  Sewer 
 Flat Rate 

 
 Metered  Flat Rate 

 
 Metered 

36. Customers at beginning of year  
37. 

 
Customers at end of year 

  

 
38. 

 
Average gallons used per customer  per month 

10,944

0
0
0
0

10,944

0
0
0
2,580
0
0
0
0
0

0
0
0
0
200
0
0
240
0
2,149
5,169

5,775

#28         Bank Charges $20
Contract Labor $575
Legal $875
Misc $2
Utilities $677

12/31/2022

Yes

No

Past Operations
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PURCHASER’S COST OF UTILITY SYSTEM 

 1. List Purchaser’s cost of utility systems:   
Water: 

 
 
Sewer: 

ORIGINAL COST OF UTILITY SYSTEM 
As of Year Ended

  
(Date)

Note: List the total original cost to construct and establish the system, whether or not paid for by the 
Seller. 

Utility Property in Service Balance at End of Year 
 Water 

  
 Sewer 

 2. Land and rights-of-way $ $  
 3. 

 
Structures and site improvement $ $  

 4. 
 
Wells $ $  

 5. 
 
Pumping equipment $ $  

 6. 
 
Treatment equipment $ $  

 7. 
 
Storage tanks $ $  

 8. 
 
Mains (excluding service connections) $ $  

 9. 
 
Service connections $ $  

10. 
 
Meters (including spare meters) $ $  

11. 
 
Office furniture and equipment $ $  

12. 
 
Transportation equipment $ $  

13. 
 
Other utility property in service (describe in remarks below) $ $  

14. 
 
 Total utility property in service (Lines 2 thru 13) $ $  

15. Less: acquisition adjustments (difference between original cost 
bove and cost to Seller) a $ $ 

16. 
 
Less: Seller’s accumulated depreciation $ $  

17. 
 
Less: Seller’s accumulated tap fees and other contributions in 
  aid of construction $ $ 

18. Seller’s net investment in utility property 
    (Line 14 minus 15, 16, & 17) $ $ 

Utility Property Not in Service Balance at End of Year 
Water 

  
Sewer 

19. Construction work in progress $ $  
20. 

 
Property held for future use $ $  

21. 
 
Other (describe in remarks below) $ $ 

Rema ksr 
22. 

 
 
23.  
24.  
25. 

ANNUAL DEPRECIATION 

26. If annual epreciation is claimed using a d composite rate for the entire system, show rate of depreciation used:  
Water: 

  
 
Sewer: 

27. If annual epreciation is claimed using individual rates for each type of equipment, show rates of depreciation d 
used: 

 
 

 

205,613

173,350

32,263

12/31/2022

The above information was created utilizing Baytree's most recent annual reports and assumptions on depreciation
taken from Baytree's 2020 Annual Report. 

Red Bird has confirmed that Baytree does not have any formal depreciation schedules or rates. 

Red Bird has confirmed that Baytree does not have any formal depreciation schedules or rates. 
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