
SUEZ WATER RHODE ISLAND, INC. 
Docket No. 4800 

Fifth Set of Data Requests of the 
Division of Public Utilities and Carriers 

March 12, 2018 
5-1 

(Walker) 
 

5-1 Please provide Witness Walker’s return on equity (“ROE”) and capital structure 
recommendations for the last three years in water and wastewater utility rate cases.  
In each such case, please also include the regulatory jurisdiction, utility, docket 
number, and approximate date when his recommendation was submitted. 

 
Response:  
  Below is the requested information. 
 
 

 

Captial Structure Ratios Date of
Utility Docket Year Jurisdiction ROE Debt Equity Study

City of Dubois – Bureau of Water R-2016-2554150 2016 PA 10.50% 50.00% 50.00% Jun-16
Suez Water Owego-Nichols, Inc. 17-W-0528 2017 NY 10.25% 45.69% 54.31% Aug-17
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5-2 

(Walker) 
 

5-2 Please provide the consolidated SUEZ Water Resources, Inc. (“SWR”) balance of 
short-term debt and interest rate for each month for January 2016 to February 2018. 

 
Response: Please see 5-2 Attachment. 



Average Month 

End S/T Balance Avg rate

Average Month End S/T 

Balance Avg rate

May-15 47,549,355            1.037% Jan-17 -                                         0.000%

Jun-15 45,801,667            1.098% Feb-17 -                                         0.000%

Jul-15 147,380,000          1.138% Mar-17 6,000,000                             1.695%

Aug-15 196,873,226          1.129% Apr-17 14,000,000                           1.884%

Sep-15 -                           0.000% May-17 25,709,677                           1.901%

Oct-15 -                           0.000% Jun-17 16,912,333                           2.096%

Nov-15 -                           0.000% Jul-17 36,645,161                           2.127%

Dec-15 -                           0.000% Aug-17 -                                         0.000%

Jan-16 2,774,194               1.277% Sep-17 11,733,333                           2.136%

Feb-16 25,789,655            1.302% Oct-17 19,161,290                           2.136%

Mar-16 27,953,226            1.335% Nov-17 -                                         0.000%

Apr-16 50,336,000            1.351% Dec-17 -                                         0.000%

May-16 30,967,742            1.359% Jan-18 -                                         0.000%

Jun-16 70,491,667            1.344% Feb-18 172,414                                2.648%

Jul-16 59,782,258            1.363%

Aug-16 53,735,484            1.394%

Sep-16 45,186,667            1.420%

Oct-16 -                           0.000%

Nov-16 15,000,000            1.437%

Dec-16 -                           0.000%

SUEZ Water Rhode Island 
Case No. 4800

5-2 Attachment 
Page 1 of 1
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(Walker) 
 

5-3 Please explain why short-term debt is excluded from the recommended capital 
structure in this case.  As part of the response, please state whether the Company 
believes that this exclusion is consistent with Rhode Island Commission ratemaking 
precedent, and if so, please provide any case citation supporting that position. 

 
Response:  

Mr. Walker did not consider if exclusion of short-term debt is consistent with 
Rhode Island Commission ratemaking precedent.  Rather, his recommended capital 
structure is based upon the standards presented on pages 12 through 16 of his direct 
testimony.  Mr. Walker believes SWRI's rate making capital structure ratios are 
reasonable for the reasons stated in his testimony and because the comparison of his 
recommendation for SWRI's capital structure ratios are similar to those recently 
employed and forecasted to be employed by his Comparison Group. 
 
Further, short term debt should not be included in the capital structure because it 
does not finance rate base.  Short-term debt is primarily used to fund interim capital 
projects before being refinanced with long term debt.  The intermittent use of short-
term debt balance indicates that it is not used continuously to fund rate base. 
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(Walker) 
 

5-5 Please provide pages 2 and 3 of Exhibit 2.8 (c), which appear to be inadvertently 
omitted from the filing.  As part of the response, please ensure that that the 
statement of long-term debt (and the calculation of the embedded cost rate of long-
term debt) is included. 

 
Response: Please see 5-5 Attachment. 
 



SUEZ Water Rhode Island 
Case No. 4800

5-5 Attachment Exhibit 2.8(c) 
Page 2 of 3
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(Walker) 
 

5-6 Please identify consolidated SWR’s plans for the issuance of long-term debt during 
2018.  Identify each such planned long-term debt issue and any actual long-term 
debt issue which has occurred so far during 2018. 

 
Response: SWR does not have any plans for additional debt to be issued in 2018. There was 

a issuance in Jan 2018. Please see response to 5-5 for details. 
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(Walker) 
 

5-7 If not included in the SRW statement of long-term debt, please provide the maturity 
date of each long-term debt issue. 

 
Response: Please see response to 5-5. 
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(Prettyman) 
 

5-8 For each of the U.S. water utility affiliates of SUEZ Water Rhode Island (“SWRI” 
or “the Company”), please identify the currently approved ROE and capital 
structure. 

 
Response: Please see 5-8 Attachment. 



SUEZ Water Rhode Island 5-8 Attachment

Approved

ROE Debt Equity Other

Pennsylvania Not Stated Not Stated Not Stated

Bethel Not Stated Not Stated Not Stated

Delaware 9.75% 46.66% 53.34%

New Jersey 9.75% 47.00% 53.00%

Toms River 9.75% 47.00% 53.00%

New York 8.86% 54.00% 41.25% 4.75%

Westchester 9.20% 53.00% 47.00%

Owego/Nichols 9.58% 55.65% 44.35%

Idaho Not Stated Not Stated Not Stated

Rhode Island 9.65% 46.24% 53.13%

Arlington Hills, NJ 9.75% 47.00% 53.00%

West Milford, NJ 10.30% 50.00% 50.00%

Approved Capital Structure

SUEZ Water Rhode Island 
Case No. 4800

5-8 Attachment 
Page 1 of 1



SUEZ WATER RHODE ISLAND, INC. 
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Division of Public Utilities and Carriers 
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(Walker) 
 

5-9 For consolidated SWR, please state the portion of 2017 operating revenue that is 
considered to be water utility versus the portion considered to be non utility.  As 
part of the response please briefly describe the non utility businesses of SWR. 

 
Response: The non-regulated revenue is coming from O&M contracts that are rolling up into 

SWR. The contracts are specifically; Allendale, Saddle River, Manalapan and 
LeakGuard. The total revenue from these companies in 2017 was $4,332,572.71. 
This represented less than 1% of the total revenue for SWR in 2017. 
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(Walker) 
 

5-10 If SWR prepares a SEC Form 10-k or an annual report to investors, please provide 
for 2017 or the most recent year available. 

 
Response: SWR does not prepare either SEC form 10-k or an annual report to investors. 



SUEZ WATER RHODE ISLAND, INC. 
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(Walker) 
 

5-11 Please provide the SWR consolidated balance sheet (with all footnotes) at 
December 31, 2017. 

 
Response: Please see attached. 
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MAZARS

Independent Auditors' Report

To the Board of Directon and Shareholder of
SUEZ Water Resources Inc.

We have audited the accompanying consolidated financial statements of SUEZ Water Resources Inc. and subsidiaries

(the "Company", a New Jersey corporation and a wholly-owned subsidiary of SUEZ Water Inc.), which comprise the

consolidatêd úalance sheets and itatements of capitalization as of Decembet 31, 2Al7 and 2016, the related

consolidated statements of income and comprehensive income, changes in shareholder's equþ and cash flows for the

years then ended, and the related notes to the consolidated financial statements.

Management's Responsibility for the Financial Statements
Manafement is responsible fôr the preparation and fair presentation of these consolidated financial statements in

uc"o.dunc" with acõounting principles generally accepted in the United States of America; this includes the design,

implementation and maintenance of internal control relevant to the preparation and fair presentation of the consolidated

financial statements that are free from material misstatement, whether due to fraud or eror.

Auditors' Responsibility
Our responsibitlty ir to express an opinion on these consolidated financial statements based on our audits. We

conductèd out uuâitr in accórdance with auditing standards generally accepted in the United States of America. Those

standards require that we plan and perfonn the audit to obtain reasonable assurance about whether the consolidated

financial statements are free from material misstatement.

An audit involves perfonning procedures to obtain audit evidence about the amounts and disclosures in the

consolidated financial statements. The procedures selected depend on the auditors' judgment, including the assessment

of the risks of material misstatement of the consolidated financial statements, whether due to fraud or error. In making

those risk assessments, the auditor considers internal control relevant to the entify's preparation and fair presentation of
the consolidated financial statements in order to design audit procedures that are appropriate in the circumstances, but

not for the purpose of expressing an opinion on the effectiveness of the entity's internal control. Accordingly, we

express no .u"ir opinion. 
-An 

audit also includes evaluating the appropriateness of accounting policies used and the

reasonableness of significant accounting estimates made by management, as well as evaluating the overall presentation

of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufflrcient and appropriate to provide a basis for our audit

opinion.

Opinion
Io out opinion, the consolidated financial statements referred to above present fairly, in all material respects, the

consolidäted financial position of SUEZ Water Resources Inc. and subsidiaries as of December 3 1, 2017 and 2016, and

the consolidated resulti of their operations and their cash llows lbr the years then ended in accordance with accounting

principles generally accepted in the United States of America.

442*ns us{ Lt?
April 6,2018

MAZARS USA LLP

r35 Wrsr 5orn Srnrrr - NEw Yonr, Nrw Yonr - loo2o

Trt: ztz.9tz.7ooo - FAX: 2t2.375.6888 * wwv/.MAzARsusA'coM Praxitvi
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SUEZ Water Resornces Inc. and Subsidiaries

Consolidated Balance Sheets

(in thousands of dollars)

2017

Assets

Property, plant and equþnænt
less accumulated depreciation of $753,011 andS7l5,224

Coodwill and intan gib les

Equity investnrnts and other investrpnts

Current assets:

Cash and cash equivalents
Restricted cash

Interconpany rnney pool receivable

Billed and unbilled accounts receivable

less allowance of $4,747 and $5,06ó

Assets held for sale

Prepaid and other current assets

Total current âssets

Deferred charges and other assets:

Regulatory assets

Other deferred charges and assets

Total deferred charges and other as sets

Total assets

Ca¡útalization and liabilities
Capitalization:

C.orrrpn stock and retained eamings

Accunn¡lated other conprehensive los s

Iong-termdebt, net of unarmrtized debt issuance costs

Total capitalization

Liahilities:
C\rrent liabilities:

I-ong-termdebt due within one yeâr

Accounts payable and other current liabilities

lnterconpany nnney pool payable

Accn¡ed ta:cs
Accrued interest

Total current liabilities

Deferred credits and other liabilities:
Deferred incorp ta¡res and investrpnt taxcredits

Accrued enployee benefits

Cì¡s tomer advances for construction

Contributions in aid of construction

Regulatory liabilities

Other defened credits and liabilities

Total deferred credits and other liabilities

Conrnilrrnts and contingencies

Total câpitalization and liabilities

December 3 I
2016

s 2,632,675 s 2,454,532

41,319 41,391

2,293 2,6N

49

9,053

24993
8,979

62

s9¡33
6,661

t9289

58,023

6,661

19,001

trgþ78 n,726

256,096
s;919

252,613

3,263

260,0r5 255,876

$ 3,055,680 s 2,847 .165

$ 1,148,878

(ts,l77)
760,574

1,053,N2

(ll,l70)
825,072

$

r,894275 t,867,3M

t70J76
70,840

u,967
6,993
7,062

77,702

10.926

78,017

10,352

329.985 187,650

r93,468
lll,877
40,395

245,188
238,564

1,928

34r..899

lo2Jw
4tA5s

233,622

65,498

2,428
7q2.2fi

$

831,420

$ 2,847,165

2
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SUEZ Water Resorrces Inc. and Sr¡bsllianes

Consolidated Statenrents of Inconæ and Conprehensive Inconp
(in thousands of dollars)

December 31.
2017

$5 70.833 $ 563,750

2016

Operating revenues

Operating epenses:
Operation and r¡nintenance

Depreciation and amrtization
Crneraltarcs

Total operating eryenses

Operating inconr

Other (inconn) expenses:

Inpairnent ofregulatory assets and otherdeferred charges and assets

Interest e¡pense

Allowance forfunds used during construction

Equity in losses of affliates

Other eryense (inconn), net

Total other eryenses, net

Incorc before provision for inconæ ta:<es

Provision for inconp taras

Net incone

Other conprehensive incorne (los s ):

ASC 7 15 enployee benefits adþstrrrent

(net oftaxof($1,845) and $741)

Corrprehensive incor¡B

217,593
73,742

85,371

2rc,0n
69,537

91.432

37E.706

192,127

376,996

t86,754

204
46,476
(1,613)

35

t1-1501

46,258

(s,2%)

242

878

43,952 42,082

148,175

53,117

tM,672

51.929

95,058 92,743

(4,007) Q36)

$ 91,051 $ n.007

3
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SUEZ rWater Resornces Inc. and Subslliaries

Consolidated Saternents of Changes in Sharehober's Equity

Years Ended December 3I,2017 and2016
(in thousands of dollars)

Con$¡þ¡lrdCcuegl-Es¡¡e
Nunberof Common Amounh

Comnron Stock in &cess of Ret¡lned

Shares Par Value Par Vrlue Errnlngs

Total
Common

Etntitv

Accumulated
Otùer

Comprehensfiæ
I-oss

Balance at Decerriber 31, 2015

Net income

Other conprehensive loss, net

Cash dividends on con¡¡on stock

Balance at December 31, 2016

Net income

Other conprehensive loss, net

Share-based conpens ation
Balance at December 31, 2017

4,971 $ $ 531,093 $ 498,566 $

92,743

(69,000)

$ (10Æ4)

(73q

1,029,659

92,743

(6q000)

4,971

(4,007)

418

40,971 $ - $531,511 $617,367 $ 1,1 48.8?8 $ (15,177)

531,093 522,3ú

95,058

1,053,402

95,058

418

(r 1,170)

4
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SUEZ Water Resornces Inc. and Subsiliaries

Consotdated Statenpnts of Cash Flows
(in thousands of dollars)

Ye¡rs
2011

31.
2016

$ 9s,0s8 $ 82,743
Cash flom from operating ¡ctivitles:

Net inconr
Adjustnrnts to reconcile net incone to net cash provided

by operating activities:

Depreciation and armrtization

Provision forbad debts

Deferred inconr taxes and investnænt taxcredits

Equrty in losses of afñliates

Inpainrrnt of regulatory ass ets

Aûþrtization of debt discount and premium

Allowance for funds used during construction

Share-based conpensation (incoræ) eryense

Unrealized (gain) loss on warrants

Changes in operating assets and liabilities:

Billed and unbilled accounts receivable

Interconpany rmney pool receivable/payable, net

Prepaid and other cunent assets

Intangible assets

Accounts payable and other current liabilities

Accrued taxes

Accrued interest

Accrued enployee benefits

Regulatory assets

Regulatory liabilities
Other, net

Net cash provided by operating activities

C¡sh flons from lnwsting actlvitles:

Capital eryenditure (excludes allowance fo¡ funds used

during construction)
Increase in restricted cash

Net cash used in investing activities

Cash floqñ from ñnancing actfuitles:

Issuance of notes payable

RepayÍFnt of notes PaYable
Proceeds from issuance of long'termdebt

Repayrnsnt o f lon g-term debt

Dividend on conrmn stock

Debt issuance and redenption costs

Net custonrer advances and contributions in aid of construction

Net cash provided by (used in) fmancing activities

Net decrease in cash and cash equivalents

Cash and cash equivalents, beginning ofyear

Cash and cash equivalents, end ofyear

S ugilemental c¡sh fl ow inform¡tion:
Interest paid

Inconr ta:as paid

75,742

1,937

16,799
35

204
2,270

(1,613)

1S0

(5)

(4,697)
(32,055)

(288)

69,537

2,92',1

24p33

242

4't9

2277
(52%)

(2e3)

1,002

(6,327)

47,851

(1,000)

(1,450)

(14,455)

13,360

(28)

2,tm
11,599

(5,279)

3.056

3,112
315

(s74)

Q,812)
538

6,538
(2.631)

158,023

(238,166)
(7 4l

(2s8,240\

237,t68

(170,036)

(33)

(170,069)

145,000

(66Js8)

1.604

305,280

(305280)

(e74)

(6e,000)

2,855

(67,119\

(42)

80,204

(13)

62

$49

(20)

82

$ 62

$

$

$

$

49J76
36A73

49,114

16335

5
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SUEZ V/ater Resornces Inc. and Subsidiaries

ConsoliCated Satenpnts of Capitalizørtbn
(in lhousands of dollars, except share amounls)

2017

$

Decernber 3 1-

2016

Common stock and retained earnings :

Con¡non stoclç no parvalue, authorized 1ü),000,000 shares,

issued and outstanding 40,971,323 shares

Anpunt in e¡rcess ofparvalue ofcon¡non stock

Retained eamings

Total connnon stock and retained eamings

Accumulated other com¡xehensiræ loss :

ASC 715 adþstment (net of taxof $4,803 and $6,649)

Total accunn¡lated other conprehensive loss

Long-term deh:
S(IEZ W ater Re s ources Inc., s enio r no t es, dtte 20 19 -2022,

6.70Vo-7 .9{Jo/o (weighted average 1 .73%o and 7 .7lo/o)

SUEZ WaterResources Inc., seniornotes, due 2030-2035,

3.60%-4.W% (weighted average 3.88%)

SUEZ Water Res ources lnc., s enio¡ not es, úte 2032-2047,

3.30%-3.77 % (weighted av erage 3.5 4o/o)

SUEZ WaterResources Inc., seniornotes, due 2018-2029,

4.1ú/o-6.59% (weighted average 5.20% a¡d 5.42%)

Mediun¡term notes, due 2023, 6.97%

Tax-exenpt debt:

Idaho 2006, due 2035, 4.55o/o

New Yo¡k 2010,due 2040,4.875%

Pennsylvania 1992 Series A, dtte 2024, 6.9Ú/o

Pennsylvania 2007, due 2037,4.5%

SUEZ Water New Jemey lnc.:

Promissory notes, due 2025-2026, 4.50%-4.87 5%

(weighted av erage 4.660lo)

Senior notes , dte 2Al and 2026, 4380/o'4.60/o

(weighted av enge 4.54Vo)

Contractual obligation, ûte 2018-2024, 6.3U/"

SUEZ Water New York Inc., senior notes and promissory notes,

due 202U2032, 3.47%-8.98% (weighted av etage 49Ú/o)

Total long-termdebt
Unannrtized debt issuance costs

Total long-term debt, net

Total capitalization

760,574 82s,072

$ 1,894,275 $ 1.8ó7.304

$

531,511
617-367

531,093

522,309

1,148,878 1,053,402

(15,177'
(15,177',)

(l 1,170)

(l I,170)

30,769

275,000

145,000

95,000

25,000

35,00;
10,000

75,000
101

31,538

275,tto

120,000

40,000

t8,225

35,000

10,000

23,165

130,000

75,000

108

82.00082,000

772,870
(12,296\

840,036

(14,964)

6
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SUEZ Water Resources Inc. and Sr¡bsidianes

Notes to Consolidated Financbl Staærnens

(in thousands of dollars, except where noted otherwise)

December 3I,20I7 and 2016

1. Description of Business

SUEZ Water Resources hrc. and its whoh-owrpd subsidiaries ('SWR" or the 'Conpany') provides water and

wastewater services to approximately 2.1 million customers throughoutthe Ihited States, primariþ in New

York, New Jersey, Pemqylvania, Delawae and ldaho. TheCompany is awhoþ-owned subsidiary of SIJEZ

Water Inc. ("SWI' or the "Parent Company"), which itself is a wholly-owned subsidiary of SUEZ North

America Inc.

The Company's princþal utility subsidiaries include SUEZ Water Nor Jasey Inc. ('SWNI') and SUEZ Water

New York Inc. ("SWNY').

2. Summary of Significant Accountíng Policies

Principles of Consolidation and Basis of Presentation

Theconsolidatedfurancialstatenrents includetheaccor.nbof theSWRandall of its subsidiaries inwhbha
controlling interest is mainøined. All intercompany accounts and transactions have been eliminated.

The Company uses the equity method of accounting for its investments in affiliates, which are50o/o or less

owned, æ the Companyhas the ability to exercise sþnificant influerce overthe cperating andfinarnialpolicis

of the affiliates butdoes mt control theaffiliate. The Company's shtre of the eamings orlosses ofthe affiliates

is included in the consolidated statements of income as other income (expense)'

The accounting policies of the Company's utility subsidiaries comply with the uniform systems of accowtß æ

prescribed by the commissions of the states in which the Company's utility subsidiaries operate ("t*re

Commissions") and conform to accounting princþles generally accept€d in the United States of Amerba

(*GAAP"), as 4plied to rate regulatedutilities. The Conpary follows Accourting Shndards Codification tryb

("ASC") 980, Regulated Operations. ASC 980 sets forth the accounting for the effects of cerbin types of

regulation, including the recognition ofregulatory assets and liabilities that are allowed by state regulatcrs arid

are considered probable of recovery or refund.

Use of Btimates

The preparation of consolidated financial statemsrts in conformity with GAAP requires managemmt to make

estimates and assunptions that affect lhe reportedamounß ofassets and liabilities and disclosrne ofcontingurt

assets and liabilities at the date of the financial staternenß, and the rçorted amornb of reventps and exposes

during the reporting period. Actual resuhs could differ from these estimates.

7
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SUEZ Water Resotnces Inc. and Sr¡bsilianes

Notes to Consolidated Financial Staærnents

(in thousands of dollars, excepÍ where noted otherwise)

2. Summary of Significant Accounting Policies (continued)

Regulatory Accounting

The Commissions regulatethe rates the Corrpany chaçs its customen. In certain cases, tlre rate actbns of the

Commissions can resrft in accor.ntingthatdiffen fromnon-regulated conpanies.Inthese cases, the Conpary

defers ccts (as regulatmy assets) or ræognizes obligations (as regulatory liabilities) if it is probable thd sr¡ch

amounts willbe recovered fromorreftnded to crstomers through futuerates. Regulatory assets andliabilities

are amortizedto the staternents of income and comprdrensive incomecqrsistentwiththe tredrnentoftherehed

costs in the ratemaking process.

Intercompany l\foney Pool

The Company and cfher sbsidiaries of SWI paticrpate in a money pooling arrangønenf sponsoredþ a shred

service company, SUEZ Water Management and Services Inc. ("M&S"), a subsidiary of SWI. For tlre mæt

part, the prtic þants of the maney pool do not maintåin sçarate cash balances. The Company' s working capital

needs are primarily funded through its partic þation in the money pool Aknost all of the c ash generated frrom

billings ard operations, and almostallthe payments to third prties andto affiliates for payables, are procæsed

through the money pool on the Conpany's behalf M&S does not charge or pay any interest to the prticipøtb

of the money pool.

Assets Held for Sale

ln20l4, SWNJ entercd into a purrhase and sale agreement to sell its corporate ofñce which is awaiting certair

regulatory approvals. h 201 5, the Compary reclassified the fair value of ùe building to assets held for sab rd
it expects the sale to øke place in the first half of 2018.

Revenue Recognition

The Company recogrizes revenue (i) when sewices areprovided which include amor¡rt billed to customers on

a cycle basis and (ü) for the unbilled amount for the estimated amount of service ren&red from the time the

meters are last read to the end of the accounting period'

As approved by the New York Public Service Commission ("NY PSC"), the New York sr.ibsidiaries of lbe

Company are allowed to pass through production-related costs to custüners and also bill for approved rafe

adjustment mechanisms. Any differerrce between the netbalance of allowed revenr¡e and prodwtion cosß and

the net balance of earnedreveriue andincuned production costs is recorded as a regulatory asset orregulatory

liability.
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SUEZ Water Resowces Inc. and Subsidiaries

Notes to Consolidated Financial Staænrcne

(in thousands of dollars, except where noted othettvise)

2. Summary of Significant Accounting Policies (continued)

Income Taxes

The Company is included in a consolidated federal income tax return with other affiliated entities. The ta
allocated to the Company represenß the tax, or credit in lieu of tax, including the effect of any excæs h¡r

deductions,compu@donasepaxateretumbæis. AccruedtaresontheconsolidatedbalancesheetatDecernber

31,2017 and20l6 include $33.6 million and $34.6 million, respectively, of federal income tâxes payúle tc ùe

Parent Company. There were no uncertain tax positions identified at December 31,2017 or 2016. Tbe

Company's tax reû¡ms aresubjectto examinationby taxing authorities, generally forthree years aftertheyre

filed. AsofDecember3l,20lT,thetaxyears20l6,2015,2014,and20l3weresubjecttoexaminationbytarirg
authorities.

Federal and state income taxes are recorded pursuarf to the asset and liabilþ method that requires the

recognition of deferredincome tfl( assets andliabilities by appþing enacted taxrates applicable to future yeas

to the difference between ûre financial staternent carrying amourt and tax bases of existing assets and liabilities.

Additional deferred income taxes and offsdtingregulatory assets orliabilities wereræordedto recognize inconr

taxes recoverable or refundable through future revenues.

Inves tment tax credits aris ing from property additions were defened and are being ar¡ortized o''¿er the r¡seful life

of the undelying pqerty. The r¡ramortized balances of investmenttaxcredits atDecember 31,2017 ãÅ'2016

were $8.4 million and $8.9 million, respectiveþ.

Fair Value Measurements

Fair value is the pric e that would be received to sell an asset or paid to transfer a liability in an orderþ transætbn

between market particþants at the measurement date.

The fair value hierarchy for disclosure of fair value measurements under ASC 820 is as follows:

I-evel I

Level2

Iævel3

Quoted prices (unadjusted) in active markets for identical assets or liabilities.

Quoted prices, otherthan qrntedprices includedin Iævel l, thd areobservable forthe æsets

or liabilities, either directþ or indirectþ.

Valuation inputs are unobservable and sþificant to the fair value measurement.
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SUEZ Water Resources Inc. and St¡bsijiaries

Notes to Consolidated Financbl Staærnens

(in thousands of dollars, except where noled otherwise)

2. Summary of Significant Accounting Policies (continued)

Property, Plant and Equipment

Property, plant and equþment include onþ utility plant which is shted at orþinal cost. The cost of repairs rd
maintenance is charged ûo expense andthecost ofrflewals andbettermeús that extendthe usd¡l life of utiþ
plant are capitalized. Thecapitalized costofadditions toutility plant includes cosb suchas diræt material, labor

and benefits, oveheads, and an allowance for funds used during corxtuction (*AFUDC"). The original cost of
utility propertyretired or otherwise disposed of in the normal course of business is charged to accrrnuhed

depreciation, and sahage (net of removal cost) is credited thereto; no gain or loss is recognized.

Deprecialion
The Company accounts for the depeciation of utility plant using groups ofproperty items having the sane or

similar service life eryechncies. Based on lhe weightedaverage servicelife and the cæt of dre group of simfu
property items, the depreciation rate is determined for the group by appþing the straight-line method, as

prescribed by the Commissions and consistent with GAAP. The prwision for depreciation in both 2017 aÃ
2016 was equivalent to 2.3o/o, of average dçreciable utility plant in service.

Depreciation expense includes a component for estimated futu¡e cost of removal which is recovered through

rates charged to customers.

For federal income tax purposes, depreciation is computed using acceleratedmethods and, in general, shorter

depreciable lives as permitted under the Internal Revenue Code.

Allowancefor Funds Used During Construction (AFUDC)

In accordarrce withapplicable accounting guidarre, the Compary ræords AFUDC, which represorts the dót
and equity costs of financingthe construction of new utility plant. AFIJDC is a credit to incorne and inchdes

both the cost of borrowed funds and a return on equity funds attribubble to plant under constuction After

construction is cunpleted, the Conpany is permitted to recover thesecosß througþ their inclusion in rate bæe

and corresponding depreciation expense, The Corrpany recorrcledAFUDC related to eçiry of $0.8 million ard

$2.3 million andAFUDC relatedto debt of $O.4millionand $1.6million fortheyearsendedDecernber 31,2017

and 20 I 6, respec tively.

Gross-up of AFUDC was $0.4 million and $l.4 million at December 31,2017 and20l6, respectively, and b

included in regulatory assets and credited to income.
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SUEZ Water Resornces Inc. and Sr¡bsilianes

Notes to Consolidated Financial Staænpnts

(in thousands of dollars, except where noted olherwise)

2. Summary of Significant Accounting Policies (continued)

Goodwill and Intangible Assets

Goodwill
Goodwillrepresentsthedifferencebetweentheptnchasepriceandthefairvalueofnetassebacquired. Goodrvill

is not amortized, but instead is tested for impairment at the rçortingunit level at least annuaþ and whern¡er

events or changes in circumstances indic ate that goodrvill might be impaired. No indicators of impairmort were

identified upon corrpletion of úre annr¡al assessrnent as required by ASC 350, Intangibles - Goodrvill and Oú€r,

for the years ended December 31,2017 and 2016.

Intangible Assets

Other intangible assetsincludes ccntractconcession feesthæ arebeing anortized overthe lives ofth applicabb

contracts. In2017 and2016, there was no impairment of int¿ngible assets.

Billed and Unbilled Accounts Receivable

Billed ac c ounts receivable are recorded at the invoiced rnounts, which represent the amount billed to custonrers

on acyclebasis. LLrbilledaccountsreceivable are accræd for servicesthdhavebeenprovidedbuthavenotbesl

billed to customers. Unbilled accounts receivable includedin accourús receivable were $36.1 million and $31.6

million at December 31,2017 and2016, respectiveþ.

The allowance for doubtful acccgnts in accounß receivable is the Company's best estimate of the amounß of

probable credit lossesin existingaccowrß ræeivable, andis primariþ based on üreagingofaccounts receivúb.

Account balances are written-off when it is probable the receivable will not be recovered.

Unamortize d Debt Expe nse

Debt expenses are classified within long-termdebt onthebalance sheets and are amortized to interest e4€nse

over the lives of the applicable debt issues.

Customer Advances and Contributions for Construction

The Company mayreceive advances forconstuctionfrom oußide parties, generaþ customers andrealestde

developers, to fund certain utility capikl expenditures to provide water service to new customers. Ncn-

refundable amounts recdved are recaded as a oontibution in aid of constn¡ction or as a direct ofßet to propsfy,

plant and equþment on the consolidated balance sheetg as prescribed by the applicable Commissbns.

Refundable amounß received arerecordedinitially as customeradvances forcorstruction on the consolidded

balance sheets and are refimdable, for limited periods of timg generalþ when new customers begin to receive

service. The rernaining balance of any advarres received, afterthe Companyhas made allrequired refi.nds of

such advarrces, is transferred to contnbution in aid of constuctionor offsetagainst property,plant and equipmant

as prescribed by the applicable Commissions.

11

SUEZ Water Rhode Island 
Case No. 4800

5-11 Attachment SUEZ Water Resources Inc. & Subs 12-31-2017 
Page 13 of 34



SUEZ Water Resources Inc. and Subsifiaries

Notes to Consolidated Financial Staærnents

(in thousands of dollars, except where noted otherwise)

2. Summary of Significant Accounting Policies (continued)

Frnployee Benefiß

The Company has defined benefit pereion and postetirerrntbenefits other thar pensions ('?BOP") plans for

its employeer. th. Cropuoy recognizes allpension and PBOP plans' funded st*us in the corsolidated bahce

sheets as a net liability oi asset. The cost ofproviding these plans is recorcred through rates; thereføe, the ne

funded status is offsetby a regulatory asseior liability. The Company measures and recor& its pension ard
pBOP assets at the yeæånd dãte. Pension and PBOP-plan assds are measr.red at fair value, using the yeæqd

fair value of those assets.

Reclassifications

Certain accounts in the prior-year consolidated financial statements have been reclassified for cornparative

purposes to conform *ith the presentation in the current-year consolidated fmancial statements.

New Accounting Pronouncements

Stock Compensalion

In May 2017, the Financial Accounting Standarids Board (FASB) issued Stock Compensation - Scope of

Modification Accourting. The amendmenß in this update provide guidarre aborf which chanps to the terrns

or conditions of a share-based payment award require an entity to apply modification accourting. The

amendment is effective for annual perio& beginning after Decønb s 15,2017 ,and interim periods within ûrose

annual years. This amerdment is not expected to have a nlaterial impact to the Conpany's financial positbn or

results of operations.

Improving the Presentation of Nel Periodic Pension Cost and Net Periodic Postretiremenl Benefit Co,st

tn'tfrta.ctiZOLT,the FASB issued authorit¿tive guidance that requires an employer to disaggregate the

service cost component fromthe other components ofthenetbenefit cost. The amendments provide explicit

guidance on howto present the service cosi compooent and the other components of the net benefit cost in

the income statement and allow only the service cost component of the net benefit cost to be eligible for

i:ipitalnation The updated guidanóe does not impact the accounting for net periodic benefit costs as

..gotuto.y assets or tiuUititi"r. This guidance will be effective for interim and annual periods beginning

aft-et Oece*ber 15, 2018. The amendnents willbe applied retrospectiveþ. The impact of lhis adoption will

be limited to changes in classification of non-service costs in the income statements.

Statement of Cash Flows
In August i0I6, th"Financial Accounting Standards Board ('FASB') issued authoritative guidance intended

to .luiify how éntities should classify cèrtain cashreceipts and cash payments on the statement of cæh

flows in order to reduce the existing diversity in practice. These updates are effective for annual reporting

periods beginning after Decemb er15,2017,and interim periods l¡/lthin those annual periods, with garly
-"¿oprl"r 

pämittãa. This update will be applied using the ietrospective transitionmethod. Adoption of thb

standard willonly affect the presenøtion of the Company's cæh flows and is not expectedto have a material

impact on the Company's financial statements.
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SUEZ Water Resources Inc. and Subslliaries

Notes to ConsoliCated Financial Staærnents

(in thousands of dollars, except where noted otherwise)

2. Summary of Significant Accounting Policies (continued)

In November 2016 FASB issued a new guidarrce which requires that the statemerit of cash flows explain the

change during the period in the total of cash, cash equivalents, and amounb generaþ described as resticted

cash or resticted cash equivalents. The standrd will be effective for the first interim period within am:al

reporting paiodsbeginning after Decemb er 15,2017 and earþ adoption is permitted The Ccrnpany is ornentþ

evaluating the impact of this pronouncement on its financial statements.

Leases

In February 20l6,theFASB issued a pronqrncement thd requires lessees torecognize assets and liabilities on

the balance sheet for leases with accounting lease terms ofmore fløn 12 rnonürs. This guidarce is effective for

annualperiods beginning m2020. The Company is currørtþ evaluating the impact of capitalizing operating

leases on its balance sheets.

Revenue from Contracts with Customers

In May 2014, he FASB issued guidarre based on the princþle that revenue is recognized to depict the trasfer

of goods or services to custorneß in an amountthat reflecß tle considerationtowhichthe entity expecb to tre

entitled in exchange for those goods or services. It also requires additional disclosueaborf thenatrne, arnouf,

timing and uncertainty of revørue and cash flows arising from customer contacts. Comparies may apply thb

update retroqpectively or using a modified retæpective approachto adþstretainedearnings. In August 2015,

the FASB deferred the effective date of adopion ofthis guidaree to annualperiods beginning afterDecønbø

15,2017, including interim reportingperiods within that reporting period. The adoption of this guidance wil
have no impact onthe Company's corsolidated financial statemerús, as there are no changes trc the timing ofüe

recognition of revenue.

3. Regulatory Assets and Liabilities

Regulatory assets represent costs that are expected to be fulb recovered from custorners in future rates.

Regulatory assets consisted of the following at December 31,2017 and20I6:

2017 2016

De ferred employee benefits
Deferred legal costs

Rate adþtrnent mechanisms
Income taxes recoverable
AzuDC - goss-rry
Tank painting costs
Defened project cost

Remediation costs
Other
Totalregulatory assets

t04282
10,605

15,832

18479
5,078

11,354

53,973

12,357

$ 110,734
9,975

14,669
17,209

6,,542
13,787
50,398
ll,717

$

21,065 20,653T- N96--T.--Ær

-æ
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SUEZ Water Resouces Inc. and Subsllianes

Notes to Consolidated Financial Søærnerts

(in thousands of dollars, eJccept where noted otherwise)

3. Regulatory Assets and Liabilities (continued)

Regulatory liabilities included on the consolidated balance sheets a¡e amoutts which are expected tobe refi¡ndod

to customers. Regulatory liabilities consisted of the following at December 31, 2017 and 2016:

2017 2016

$ 8,505

20þs3
35186

854

$ 651e8

D ef erred emp I oy e e b en ef it s

Deferred empþee benefits represent the underfunded statrs of its pension and PBOP plans. The amount in

regulatory liabilities primarily represents the excess of amounts received in rates over actual costs of the

Company's pension and PBOP plans to be refunded in future periods.

Ra te adjuslment mechanisms

The wholþ-owned New York subsidiaries of the Company are subject to a number of rate adþstmatt

mechanisms whereby an asse or liability is recognized rezulting fiom differerces between achral reven¡æ md

the underlying cost being recovered, or differences between actual revenues and talgeed amounts as apprroved

by the NY PSC. These amounts will be refunded to, or recovered from, customers.

Deferred project cost

In December 2015, the NY PSC directed SWNY to abandon the llaverstraw Water Supply Project (ltre

"flaverstra,w Project') uponwhich, the compary reclassified the cost ofthe project from constuction work-ir-

process to regulatory assets (see Note 4).

Remedialion costs

RemediationcostsrepresmtscosßincrrredononeofsWNJ'spropertieswhichitplanstosell InApril20lÇ

the New Jeney Board of Utilities ("NJ BPLf) approved the recovery ofthe amount spent on rernediation over

a 20 year period, as discussed in Note 5.

Deferred gain on sale of land

The deferred gain on sale of land, which resuhed from a 2011 sale, willbe netted against a loss expectedto be

real.¿edonthe saleof anadditionalparcelof land in the future,andthe netgain or loss willbe apportioned

between SWNJ andits customeß, as directedby the NJ BPU. The proceeds of $8.9 million from the 2011 sale

is included as restricted cash on the balance sheet at December 3I,2017.

Income taxes

Income tax primarily represents regulatory liability recorded due to tax reform as discussed in Note 13'

Defened gain on sale of land

Income taxes

Deferre d employee bene fits

Other
Total re gulatory liabilities

$ 14,999
188,399

330066

2,100
$ 238,564
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SUEZ Water Resouces Inc. and Sr¡bsllianes

Notes to Consolidated Financial Staærnents

(in lhousands of dollars, except where notd otherwise)

3. Regulatory Assets and Liabilities (continued)

The regulatory assets and liabilities above are not included in rate base. The Company is allowed to recc'ver

carrying charges on costs associated with certain deferred employee benefits and other regulatory asseß,

although the Company is also required to record carrying charges on certain of its regulatory liabilities. The

Company is not allowed to recover carrying charges on its other regulatory assets.

In management's opinion, the Company's operations willbe subject to ASC 980 for the foreseeable futue.

However, inthe event thatregulation sþificantly changes the oporurnityfor the Compary to recorreris costs

in the future, all or a portion of the Company's regulated operations may no longer meet the criteria for the

application of ASC 980, in which case a write-down of all or a portion of the existing regulatory asseb rrd

liabilities could result. The Company estimates that a write-of of its rrct regulatory assets at Dæember 3L2nl7

would resuh in a pre-tax loss of approximately $17.5 million.

4. Rate lMatters

Rate Filings

During 2017 , the Company's regulated utility subsidiaries put into effect three rate increases, for a total

increase in revenue of approximateþ $9.9 million of which approximately $7.9 million relates to2017.

During 2016, the Company's regulated utility subsidiaries put into effect six rate increases, for a total
increase in revenue of ãpproximateþ $15.9 million of which approximately $8.6 million relates to 2016.

The following are the key highlights n 2017 and 2016:

o

a

a

In February 2016, SÌWNY filed an application for a one-year increase in rates of approximateþ $ I 1.6

million or 13.7o/o.In January 20lT,thecommission issued its Order forthe period from Febmary 2017

through January 2020, which includes a base rate increase of $12.7 million over 3 year period. The

agleement also includes amortization of Haverstraw Project costs over 15 years, and reconciliation of
réuenue and production costs, Pension/PBOP and property taxes. The rate increase was approved by

the NY PSC in January 2017, which included $53.7 million of recovery for llaverstraw Project costs.

In February 2016, Suez Water Delaware, a whoþ-owned subsidiary of the Company, filed an

application with the Delaware Public Service Commission requesting additional revenue of
approximately $4.9 million or 19.96o/oand in Febru ary20l7 , Suez Water Delaware settled the baserate

case at $3.5 million.

In June 2016, Suez Water Arlington Hills, a whoþ-owned subsidiary of the Company, filed ar

application seeking boardapprovalforan increaseinratestoproduceadditional revenueof $1.4 million

over a period of four years. In October 2017 , the Company was granted an increase of $ 1.3 million,

return on equity of 9 .7 5o/o , phas ed in over four years w ith the ftrs t year being 5 0% or approximately

$0.7 million. The rates became effective November 2017.
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SUEZ V/ater Resor.lrces Inc. and Subsilianes

Notes to Consolidated Financial Staærneng

(in thousands of dollars, except where noted otherwise)

4. Rate i\{atters (continued)

¡ In October 2015, SWNJ filed an application for arate increase of additional revenue of approximately

$29.5million or13.So/oandinApril20l6,theNJBPUapprovedtherateincreaseof$ll.0millionor
5.0%.

In 2017 and 2016, various whoþ-owned subsidiaries of the Company also filed Distribution Systøn

Improvement Charge ("DSIC") with their commissions, reflecting DSIC investment made throughout the

yeù, which led to ttotal increase in revenue of $8.8 million and $5.9 million, respectively. For the years

ãndedDecember3l, 2017 and20l6,theimpactof suchrevenueincreaseswas approximateþS8.3 million

and $2.0 million, respectiveþ.

5. Property, Plant and F4uipment

The following table sunnnarizes property, plantand eçþment atcost along with accumulated depreciation

Useful Lives 2017 2016

Transmiss ion and distnbution
Water treatment
Source ofsuppþ
General structures and equipment

Pumping
Wastewater
Other
Property held fo¡ future use

Construction work-in-process
Property, phnt and eçþment - gross

Less ac cumulated depreciation

Property, plant and equþment - net

l5-149
7-81

4-100
t4-86
l4-86
7-50

$ 1,874,830

440461
272,t22
216945
267,379

41229
7578
sJes

404r7

$ 2,038,298
444,236
323,888
228,196
230,900

44,215
4,539
8,898

62,516
3,385,686

r)
3,169,756
(7Ls224)

s 2,4s4,s32$ 5

For the years ended Decemb er 31,2017 ætd2}lí,depreciation q(pense ûctaled $74.3 million and $68.7 million,

respectiveþ. The Company retired $40.1 million and $27 .6 million of property, plant and equþment durirg

2017 and 2016, respectiveþ.

SWNY conducted a depreciation shrdy, which was apprcved by NY PSC in the 2016 rate case, effective

February 2017. This primariþ resulted in increased depreciation rates md reú¡ced useful lives for the asset dæs

shown above.

Property, plantand equþrnentincludes SWNJ's 50% cotenancy interest intheWanaçe SouthWater S.mb

Project, the net book value of which was $32.1 million and $28.3 million at December 31,2017 and20l6,

respec tiveþ . Company' s share of the project' s operating e(perces is included in the consolidate¿ s talernentq of

income and comprehensive income.
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6. Goodrryill and Intangible Assets

The components of goodwill and intangible assets are as follows:

2017 2016

Goodwill s 39,947 s 39.947

SUEZ Water Resornces Inc. and Sr¡bslliaries

Notes to Consolidated Finarlcial Staænrents

(in thousands of dollars, except where noted otherwise)

1,450 tAso
(78) (6)

1,372 1,444

Intangible assets:

Concession fees
Accumulated amortization

Total intangible assets - net

Total goodwill and intangible assets $ 41,319 $ 41,391

The Company determined thd no qualitative factas were presørt that would indicate the estimated fair val¡es

of its reporting units were less than the respætive crrying values. As such, the Company determined thdthe

two-step goodwill impairment test was not necessary at Decernber 31,2017 or 2016.

Concession fees are amortized on a straþht-line basis overthe lives of the underVing contracts. For theyeas

ended Decemb er3l,20l7 aiú20l6,lhe Company recorded amortization expense of $0.1 million and less ihm

$0.1 million, respectively.In20lT and2016, there was no impairment of intangible assets.

The table below shows the expected amortization expense for the next five years for intangible asseß as

of December 31,2017:.

2018

2019
2020
202t
2022

$

7. Fair Value of Financial Instruments

The carrying amounts reported in the consolidated balance sheet for currstt assets and current liabilities

approximate their fair value because of their short-term maturities. Such cunent assets and liabilities on the

consolidated balance sheets include cash and cash equivalents, accoults receivable and unbilled revenu€s,

prepaid and other current assets, accounts payable and other current liabilities, and accrued interest.

The Company's long-term dót has no quoted market prices; consequentþ, the Conrpany's long-term dd* b a

Iævel 3 financ ial instrument under the fair value hierarcþ for fair value measwerrcnts (see Note 2) . The fai

value of this debt, measuredusing a discor¡nted cash flow anaþsis basedon crrrent rates for similar debg wæ

$842.0 million and $903.5 million at December 31,2017 and 2016, respectively'

72
72
72
72
72
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SUEZ Water Resources Inc. and Subsidianes

Notes to Consolidated Financial Staærnents

(in thousands of dollars, except where noled otherwise)

7. Fair V¡lue of Financial Instruments (continued)

Thefairvalueof custorreradvancesandcantnbution for constructioncannotbeacctrateþ estimated sincefunre

refund paymenb depend on seveml variables, including ne\¡/ custcner conræctions, cust¡mer consunptbn

levels and future rate increases.

See Note 9 for the Company's fair value of qualified pension and PBOP plan assets.

8. Debt

Credit Facilities
The Company has uncommitted credit lines with several banks. Bonowings under these credit lines generaþ

bear interest at rates based on the l¡ndon hrærbank Ofered Rate ('LIBOR '). There are no fees associated wih

these lines of credit. None of the credit lines exÞnds beycnd 2018, however, the Conpany anticþates renervirg

them through 201 8. There are no legal resticûons placed on the withdrawal or otber use of these credit lines.

In addition, the Companyhas a 5250.0 million committedcredit line with SLIEZ Groupe S.A S ("SuezGrotpe'),

which can onþ be used to meet the frrnding needs of subidiaries of the Company for $75.0 million and SWNJ

for $175.0 million. There were no borrowings under the committed credit line during 2017 and20l6.

The Company paid a commitment fee of $0.5 million each in 2017 and2}l6, respectiveþ, to Suez GIorpe on

the committed $250.0 million credit line.

The total credit lines available, the amounts utilized and the weighted avenge interest rates on oußAndirg

borrowings at December 31,2017 and 2016 were as follows:

2017 2016

Total credit lines available

Utilized:

Pledged as letters of credit

$ 415,000

$ 16,613

$ 505,000

$ 21,863

Debt
ln20l7,the Compary issued $145.0 million of Senior Notes, ofwhich $75.0 million carrya fixed interest rde

of 3.77%and due date of Decembr 2047,$70.0 million carry a fixed interest rate of 3.39/oand due date of

December 2032. Theproceeds were primarily used to refinance or redeem existing debt.
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SUEZ V/ater Resotnces Inc. and Srùsidianes

Notes to Consolllated Financial Staærnents

(in thousands of dollars, except where noted otherwise)

8. Debt (continued)

The long-term debt repayments over each of the next five years are anticipated to be as follows

2ol8 s 170,776
2ol9 5,784
2020 30,015

2o2l 35,016
2022 25,017

The Companyreclassified $130.0 million of debtto curent liabilities in the accompanying balancestree úre to

earþ redemption of debt in January 2018, as discussed in Note l5'

The Company is subject to certain restrictive covenants related to its long-term debt, such as mlnlmun

shareholder'sequitylevels,maximunlong-termdebtlevelsandminimumnetutilityplant. AtDecembe 31,

2017 and,2016, the Company was in compliance with its covenants.

9. Employee Benefits

Most employees are coveredby a husteed non-contnbutory definedbenefit pension plan sponsored by SWR

Benefits under this plan are based uponyears of service and the employee's compensation duringthe last lwe

years of empþnrcnt The Company's policy is to fund amormts accrued for pension expense to the extsf

deduc tible for federal inc ome tax purposes. The Company antic þates funding this plan by $ I 5 . 5 million in

2018.

SWRsponsorsadefinedbenefitpostretiremertplanthd coveshospitalization, majormedicaland lifeinsuræce

benefits to those retirees who r¡eetthe requirements to receive benefits r¡rder theplan. The Conpany is fundhg

a portion of its postretiremflt health care benefits through contibutions to Voluntary Employees' Benefichy

Association ('l/EBlt'') Trusts. The Company does not expect to contribute to this plan in 2018.

The following table provides the components of the Company's regulatory assets and liabilities that have not

been recognized as components of periodic benefit costs as of December 31,2017 and2016:

Pension Plan PBOP Plan

2017 20t6 2017 2016

Net actuarial loss

Prior service cost (benefit)

$ 133,042
231

$ 125983 $ 6,373

332 (32,537)

$ 126315 $ (26,164)

-

s230
(36J83)

$

s 133.273 $ (31553)
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SUEZ Water Resources Inc. and Sr¡bsilianes

Notes to Consolidated Financial Staænpnts

(in thousands of dollars, except where noted otherwise)

9. Employee Benefits (continued)

The prior service costs and actua¡ial (gains) losses included in regulatory assets that are expected to be

recognized during the year ending December 31, 2018 are as follows:

Pension Plan PBOPPIan

$ (4218)
(3)

99
t2,el s

SWR sponsors a single defined benefit pension plan for its subsidiary empþeæ and cefain empþec of ar

affiliated company. The allocated fair value ofplan assets and funded status associated with employees ofthe

Company particþating in this plan are included in the table below. The following table sets forththe plm's

funded status, measured as of December 31,2017 and 2016 and recognized in the Company's consoliddod

balance sheets in accrued employee benefits:

Pension Plan PBOP Plan

2016 20t7

Prior Serwice Cost (Beneflt)
Actuarial Loss (C¡ain)

$
$

Change in beneft obþtion:
Benefit obligatiorl at beginning of year

Service cost

Interest cost

Actuarial loss

Benefits paid

Beneff obligation, at end ofyear

Change in plan assets:

Fai value ofplan assets, at beginning ofyear

Actual retum on plan assets

Company confibutions

Benefits paid

Fair value ofplan assets, at end of year

Frmded status

Proþcted Benefit Oblþtion
Accumulate d Beneflt Obligation

Fair Vahæ of Phn Assets

337,498 302,5n

2017

$ 302,592

6,108

12,758
30,020

(13,980)

$ 282,094 $

5,765

12,862

rs24s
(t3374\

2016

76,556

1,742

3A7r

5,590
(3.624\

83,735

2,131
3,543

7,587
(4,0621

$

92.934 83J35

207,351
27,363
13,872

(13,980)

234,606

198996

14209

7520
(t3,374)

77,815
11,434

75,534

5,905

20735r

(4,062) (3,624)

85,1E7 77,815

$ )$ (9524t) $ (7,747) $ (5.920\

At December 31,2017 and20l6,the porsion ard PBOP obþation exceededthefairvalue of plan asseß forthe

total SWR plan.

Pe Plan PBOP Plan

20t7 2016 2017 2016

$ 464,052
427,480
313,541

$ 411343
375473

268,93

nla
119,644
91,916

nla
105,572

u259
$

20
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SUEZ \ù/ater Resources Inc. and Sr¡bslliaries

Notes to Consolidated Financial St¿ærnents

(in fhousands of dollars, except where noÍed otherwise)

9. Ernptoyee Benefits (continued)

The components ofnetperiodic plan costs were as follows for the yean en&d Dæember 31,2017 and 2016:

Pension Plan PBOP Plan

2017 2nß 2017 2016

Service cost

Interest cost

Eryected rehrn on phn assets

Amofiation of prlr servbe cost (bnefit)

Amortization of actuarial los (gain)

Net pedodic phn cost

Net Periodic Benefit Costs

Discount rate

Range of conpensaticn increase

Expected retum on phu assets

$ 6,108 $ 5J65

12,758 12,862

(14,390) (13,635)

101 102

9,989 8,825

$ 14,566 $ 13,919

--

$ (3,s63) $ (3838)

-

$ 2,L31

3,543

(4,986)

(4,246)

(s)

$ 1,742

3A7r

(4Je8)

(4,246)

(lm)

The weighted-average assumptions at December 31,2017 and 2016 were as follows

Pension Plan

2017 20t6 2017

Benefit Obligation

Discount rate

Range of corpensation increase

PBOP Plan

2016

3.75o/o

3.50o/o -3.75o/o

4.28o/o

3,5no/¡ -3.75o/o

7.O0o/o

4.28/o

3.5U/o - 3-75o/o

4.680/o

33ú/o -3.75o/o

7.Wo

3.74o/o

nla

4,280/o

nla

7.00o/o

4.28o/o

4.69/o

nlt
7.Wo

nla

The discount rate is determined based on the investment yields available as of the measurement date on

investment grade corpofirte bonds of vuious maturities tlat ae consistent with the maturity of ûre plan' s benú

obligation.

Based on currerit assumptions, the Conpanyexpæts to make thefollowing benefit payments for tlæ yean endeú

Pension Plan PBOP PIan

2018

2019

2020

2021

2022

Thereafter

15,088 $

15,639

16,143

16,596

17,054.

90,558

3,463

3,816

4,139

4,435

4,748

25,832

$

2r
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SUEZ Water Resot¡rces Inc. and Sr¡bsijianes

Notes to Consolidated Financial Staærnents

(in lhousands of dollars, except where noted otherwise)

9. Employee Benefits (continued)

The associatedheahh care cost trend rde used in measuring the pætretirenentbenefit obligation at Decqnbq

31,2017 was 6.5010, gradualþ declining to 4.75%n2027 andthereafter, forcæß for those undø 65 yeas of

age, and 3.00/o, for costs for those over 65 years ofage'

Changing the assumed health care costtrend rate by one percenøgepoint in each year resuhs in changes ir

service cost and interest, and plan obligations as follows:

Effect of lolo point increase

On total service cost and interest cost

Onpost retirement benefit obþtixt

Short-term investrients
US equities

Intemational equities

Private equities and hedge funds
Fixed income
Total

2017

$ 1,027

14,417

97
12,615

2016

$

Effect of l% point decrease

On total service cost and interest cost $ (802) S (776)

On post retiement benefit oblþation (11'529) (10'065)

Plan investment strategies include enhancing the plan's diversific*ion, reducing overall portfolio risk and

enhancing the expectedreturn. To supportthese sfategies, the equity securities cdnponent is furtherbroksl

down into domestic equities and international equities, which are bothpassively managed. Within the fìxed

income portfolios, derivative securities are utilized by the bond managers to facilitate liquidity and duratbn

management, but are not used to create leverage in the portfolio in any way'

The long-term reû¡rn expectation for the pension and VEBA portfolio effective for 201 8 is 7 .0% añ the sfaqr
noted above has been deveþed to meet that objective over dre long-ærrn The portfolio is activeþ manqed in

all of the assetclasses with the exception oflarge cap domestic equity, which is indexedto the SdÈ 500. The

Invesfinmt Corrmittee of SWI rwiews the longterm investment stategies on an ongoing basis. This includes

reviewing historical returns for the various asset classes and adjusting prospective returns for the plan's

allocation of assets. Proqpective expectations ofthe market are also reviewed, whichare similar for domestb

equity and international equity, and shghtty lower for domestic fixed income, based on long-term expætatiors.

The target allocation of the benefit plans ' (including VEBA portfolio) tobl assets as of December 3l ,2017 aú
2016 are as follows:

Pension Plan PBOP Pl¡n
2017 2016 zolT

l.[Vo
20.ooh
17.SYo
17.5o/o
44.$Yo

l.0o/o

20.0%
17.5o/o

17.5o/o

M.0o/o

5.0%
35.0%
l5.ïYo

O.0o/o

45.ÙVo

2016re
35.0%
15.o%
0.U/o

45.0o/o

100.0% 100.0%100.0% lN).0o/o
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SUEZ V/ater Resources Inc. and Sr¡bsllianes

Notes to Consolklated Financial Staæments

(in thousands of dollars, except where noled otherwise)

9. Employee Benefits (continued)

Under the fair value hierarchyforfairvalue measurerrents (seeNote 2);the fair value of the Company's shæe

of the pension and PBOP assets was as follows at December 3I,2017 and 2016:

December31.2017
Iævel I I¡vel 2 Level 3 Total

Pension PIan

Short-term invçstments

Fixed income

US equities

International eçities
Private eçities and hedge ñmds

Total investnrnts in the fair vah¡e hierarchy

Bonds / High yieldo)

Bonds / Fixed income 
(u)

Hedge frmds 
(n)

Total investment at fair value

PBOP Plan

Shorl-term investments

Bonds

US equities

International eçities
Total investnBnts in the fair vah¡e hierarchy

Bonds / Fixed income 
(")

Total investment at fair value

$ $ $ $2,227

33,275
ss,237

49,377

2,227

33,275
55,237

49,577

5,1835-183

140,316 5,183 143,499

25,171

40,681

23,255

$ 234,606

$ 2,774

8,358

36,995

9,416

$ $ $2,774

8,358

36,995

9,416
s7.543 s1

27

,543

,644
$ 85.187
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SUEZ Water Resources Inc. and Sr¡bslfiaries

Notes to Consolidated Financial Staæments

(in thousands of dollars, except where noted otherwise)

9. Employee Benefiß (continued)

Pension Plan
Short-term investments

Fixed income

US equities

International equlies

Private eçities and hedge fimds

Total investments in the fair vah¡e hierarchy

Bonds / High yieldG)

Bonds / Fixed in"o-" G)

Hedge fimds 
(n)

Total investment at fàir value

PBOP PInn

Short-term inrestments

Bonds

US eçities
International eçities

Total investments in the fair vabe hierarchy

Bonds / Fixed income 
(")

Total investment at fài value

December 31, 2016

Level 1 Level 2 Level 3 Totel

$ $ $ $r,592

30J28

46533

37963
6,176

r592
30,328

M,633

37,963

6_116

I l6Jl6 6,176 122,692

a]00
37 Sr4

22945

$ 207,351

$ 782

8,071

351ß7

7A23

$ $ $782

8,071

35{ß7
7423

st943 51,943

25,872

$ 77,815

(a) In accordançewith newpronouncernentstatedin Note 2, certain investnrcnts thatwere ûreasuredat net assd

ùáhe pershare (orits equiialent) as a practicaleryedient to fairvaluehavenot beenclassified in the fairval¡e

hierarðhy. The àir value annunts presented in this table are intended to permit reconciliation ofthe fairval¡e

hierarchy to the line itens eúedded in the funded status table (page 2l).

The pension plans' assets have been invested in various investment fund options under a master tïst
arrangemerú with Wells Fargo Bank, N.A ("Wells Fargo Bank"). The Company is funding a portion of its

PBOP share through contibutions to VEBA Trusts. The \ÆBA s assets ar€ also held by Wells Frgo Bank, ad
are invested in muh¡al funds anda comnon collective fiust fuid. The inves[nelts are statedat fair valug v/hbh

represenß the daily calculated value of units of particþation in the collective trust. The daily calculated unl

values are determinedand reported by the frnds in which ttre plan assets are invested The fair value of these

Írssets are measured as follows:

Short-term investnrcnß having remaining maturities of 60 days or less are valued at amortized cost

which approximates market value.

Equrty securities are primarily comprised of securities issued by public conparies in domestb ard

foreþ markeß, w hic h are valued at the official c los ing pric e or las t sale pric e on the exchange cn whbh

they are primarily traded, orat the lastquotedbidprice for securities inwhich therewer€ no sales drrirg

the day or forunlisted secuities. The Companycan exchange shares ofthe publicþ traded securities
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9. Employee Benefits (continued)

and the fair values are primarily sourcedfromthe closing prices on stock exchanges where there s
active trading, in which case they are classified as lævel I investments.

Fixed income, which includes mrfual funds invested in bonds and related secr.rities, are valued at ûe

official closing price or last sale price on the exchange on whichthey are primarily traded, at the hst

quoted bid price for securities in which there were no sales during the day, or at the last available birl

prices.

Hedge funds are considered l¡vel 3 investments in the hierarchy for fair value measuremenß and

include a number of partnerships. The investmentobjective is to invest, fypicalb over three to for:r

years, in private eçity funds th* in tum invest a subshntialportion oftheir asseß in US and Canadi¡r

basedcorrpanies, companieslocated indeveþedmarkeb oúsidetheU.S. andCanada and inprimariþ

late-stage venture capital and growth equity porfolio companies (a maìorþ of which are located in

North America).

Alternatives: The Plan invests in high yield/fxed income bonds and hedge funds, including

nonmarketúle, nonredeemable inveshnents in partnershþs. Eþcause observable prices are not

available for these securities, the frnd management has valued the investnents based soleþ on dre

capital accountbalances reportedby the underlying investments. The capital account balances rnay

differ sþnificarfþ from the values that would have been used had a readily available market fu such

investments existed, or had such investments been liquidated.

While fund management for the alternatives believes its valuation methods are appropriate and

consistentwith those used by other market particþants,the use of different methodologies or

assumptions to determine the fair value of certain financial instrunænß could result in a different

estimate of fair value at the reporting date. Those estimated values may differ significantþ frcm tlre

values that would have been used had a readiþ available market for such invesûrenfs existed, or had

such investrnents been þuidated, and ûese differernes could bematerial to the fi¡rancial statements.

a

a

a

Defined Contribution Plans

The Company's employees participate in defîned contnbution savings plans sponsoredby SWR which perrni

employees to make voluntary contibutions that are matcbed in part by the Company, as set forth in the plar

agreements. The Company's expense for its contibrÍions to the defined cortribution plans was $2.2 million

each in 201 7 and 201 6, respectiveþ, andwas included in operation and maintenatre expense in the consolidated

statements of income and comprehensive income.

Supplemental Benefit Plans

Certain c ategories ofemplolees are coveredby non-funded zupplementalplans. The unfundedprojected beneft

obligation of these plans was $1.2 million and $1.3 million each atDecember3l,20lT and20l6, and hasbør
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9. Employee Benefits (continued)

recorded in accrued employee benefits on the consolidated balance sheeß. The net periodic pensicn cæt

associated with these plans was S0.l million both in 2017 and 2016, respectiveþ.

10. Stock Com¡lensation

Theemployees oftheConpanyare offeredthe opportunitytoparticþateinshre-bæedpaymentprogüms Suez

Groupe, ultimate parent.

These programs include employee strcckpurchase plans ('ESPPs') and stock appeciationrights ("SARS') üat

are linked to the ESPPs. No shares of the Company's stock are issued to employees under theseprograns.

Further, the Conpany is reimbwsed for any cash payments made to employees punuant to these prograns þ
third parties und.i furrdiog anangemerits made by Suez Grotpe (see disct¡ssion of warrants, below) ' As a resut,

these programs do not result in any net cash outflow for the Company'

Suez Groupe hæ periodicaþ otrered ESPPs punuart to which enployees can prnchase shares of their stock at

discountsrangingfroml5% to20o/o. Themostrecentsuchofferingtookplaceduring20lTforSuezGror4e

stock. The Company recorids the disccunts its employees receive as compensation expense in the year of

purchase by the employees, with an offsetting credit to contributed common equity.

EmployeesparticþatingintheEsPPsalsomayreceiveonesARforeachshaeofstockpurchased TheseSARs

u..i orr.ru five-yearperiod, atwhich time the Companypays its ønployees in cashbasedupon amultþb of the

performarce ofthe publicþ traded shares of Suez Groupe over that period. The fair value of unpaid SARs at

ãach balance sheet date is comprted bæed on the publicþ taded shres of stock using a Black-Scholes-l\kton

option pricing model, which incorporates various assumptions as determined by Suez Groupe, including

expected volatility, expæteddividend yield, expected life and applicable interest rates. The Compary records

this value as compensationexpense,withan offsetting payable to the empþees, on a straight-line basis over

thefive-yeartermofthesARs. AtDecember3l,20l7and20l6,SARsissuedincornætionwithtwoESPPs

and trvo ESPPs, respectively, were outstanding.

Suez Groupe set in place a mechanism to reimburse the Company for cash payments ma& to particþdirg

empþeesinder the SARs program. When the Company's empþees purchased stock under an ESPP üd

received SARs, tlæ Corpany received at no cost an equal number of wananß ('Wærants") from Suez Grotpe,

which entitle the Company to receive a cash payment from a third party at the time the SARs are paid to tlre

employees. The initial fair value of the Warrants is recorded as an assdby the Company, with an offseürng

"r.àit 
to contributed comnþn equity. Each year thereafter, the Comparry adjusß the carrying value of dre

Warrant asseß to l0ü/o of their then fair value, recording any gain or loss in other inconp. Over the five-yem

term of the SAR and Warrant agreønents, the Company expects to ræord compensation expense in excæs of

any gain or loss on the WarrarÍs in an amount approximæeþ equal to the initially recorded cost of dre Warrare'
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SUEZ Water Resouces Inc. and Subslliaries

Notes to Consolidated Financial Staærnents
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10. Stock Com¡lensation (continued)

ln20l7 and2016, theCompanyrecordedless than$0.1millionof incomeand$t.0millionof expensefirom

changes in fair value of the Warr¿nß, respectively. ln20l7 and 201Ç the Compary recorded $0.1 million of

compensationexpense and $0.3 million of compensationincome from a change in in the vested value of the

SAR5 liability, respectively. Dwing 2}l7,1nconræction wttha2}l7 ESPP, theCompany recorded $0.3 milliot

of initial vahre of Wa¡rants received from Suez Groupe with a correqponding credit to contributed cornrnon

equity. At Decenrber 3I,2017 nd20I6,$0.6 million and $0.3 million, reqpectiveþ, ofWurants were recorded

in other deferred charges and asseß, and $0.2 million and $0.2 million, respectively, of SARs liability to

employees was recorded in other deferred credits and liabilities.

As of Dec emb er 3 I , 2017 , the tobl unrecognized conpensation expense related to unvesæd SAR aw a& wæ

$0.4 million. This amoun! along with any futwe clnnges in the fair value of such unvested awrds, willbe

recognized in compensation expense over the next five years-

11. Related Party Transactions

Service Company Charges

In the ordinary cogrse of business, M&S provides services (i.e.,legal, corporate accornting and finance,

regulatory, human resources, information technology, etc.) to all of the subsidiaries of SWI. The Conpøry

recorded expenses for these services of $54.5 million and $53.0 million m 2017 and 2016, respectiveþ as

operation andmaintqrarce expense in the consolidated staþments ofincomeand corrprehorsive income. The

service co¡¡pmy costs are generaþ allocated to affiliated companies tlncugha tiered ryproach. In the fnst step,

costs are directþ charged to the benefited conpanywheneverpracticable. In the second step, majorþ of the

other costs are allocated based on a general allocator determined using a 3-factor formula based on revenre,

property, plant and equipment and payroll expenses.

In tercompany Money P ool

The Company particþates in the money pool arrargement with its affiliated conpanies, as discussed in Note 2

above. The Compary's workingc4italneeds arc primæiþ furdedthrougþ its particþation in the nnney pool

Almost all of the cash generated from billings and opoations, and almost all the payments to third pætts ad to

affiliates for payables, are processed through the money pool on the Company's behalf.

The Company recads shat-term receivables fronl and payables to, certain of its affiliates in the ordinay cornse

of business. The amounts receivable from, and payable to, its affiliates do not bear interest. A summary of

outstanding accounts receivable from associated companies and accounb payable to associated conparh

balances is as follows" 
zol. 2016

SUEZ Water Managernent & Services Inc.

Other affrliates
SUEZ Water Inc.
Total intercornpany money pool

s 176,s47
6,050

1t2,126
3343

$

(1s7,604) (12253t)
s 24,993 $ (7,062)
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1 l. Retated Party Transactions (cmtinued)

Other
The Company has various transætions withaffiliated entities ownedby SUEZ North America Inc. and Suez

Groupe. The amornt of such transætions with afüliated entities were $7.2 million and $4.6 million in 2017 ad
2016, respectiveþ. Of this amount, $2.5 million and $l.9 million was incuned in 2017 and 2016, respectiveþ,

the cost of which is deferred in the accompanying balance sheets as permitted by the Commissions.

Dividends to Parertl
In20l7 , the Company did not declare or pay any dividends to SWI. Iî nlQ the Conpany paid SWI a diviftnd

of $69.0 million.

12. General Thxes

The componorts of gerrcral tax expense for theyears ended Decemb er3l,20l7 and 2016 are as follows:

2017 2016

Real estate

Gross receipt

Franchise

Excise

Payoll and other taxes

$ 20,016

21.,347

36,503

4,164
3.341

$ 20J0s

21,38r

36,735

4,174

8437

$ 8s.37r S erA32

13. Income Thxes

Provision for Income Taxes

The provision fo¡ income taxes included in the consolidated statements of income and conprehensive income

for 2017 and 2016 consisted of the following:

2017 2016
Cr¡¡rent:

Federal
State

Total cr¡rrent

Deferred:
Federal
State

Total deferred

Total provision for income taxes

$ 33,311 s 28A34

12,749 22J58

Defened incorne tax expense includes a benefït from the amortization of investment tax credits of $0.5 million

in each of 2017 and2016, respectiveþ.

3,007 (538)

36,318 27,896

4,9s0 t275
16,799 24933

$ 53,117 $ 51,929
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SUEZ Water Resowces Inc. and St¡bsilianes

Notes to Consolidated Financial Staæments

(in thousands of dollars, except where noted olherwise)

13. Income Taxes (continued)

A reconciliation of the provision for inconp taxe at the statutJry fe&ral income taxrate to the actualincome

tax expense in the consolidated staternerûs of income and compehensive incorne wæ Í¡s follows for 2017 ad
2016:

2017 2016

35V"

$ 51,862 $

4,587
(s3r)
787

(3,904)
316

s 321992
(4,7ee)
23,553

15,831

Stafutory federal incorne tax rate

Federal taxes at statutory tax rates on pretax income

State income taxes, net of federal benef,rt

Amortization of investrnent tax credits

Amortization of tax on regulatory assets

Tax reform on non utility
Other
Total provision for income taxes

35%

50,635

479
(s3l)
803

543

$ 53,117 $ 51929

Deferred Income Taxes and Inveslment Tax Credits

Deferred income taxes and deferred investment tax credits included on the consolidated balance sheeß consbted

of the following at December 31,2017 and 2016:

2017 2016

Propefy rehted difference s

Employee benefits
Other regulatory assets

Other defened income tax assets and liabilities, net

Tax reform gross up
Deferred income taxes
Afternative minimum tax credit carryforwards
Deferred investrnent tax credits
Total defened income taxes and investment tax credits

8,356 8,887

fÆ7õs- -s-J46-3ry-

--

s 224,253
(2,485)
l7,787

8,093
(43,971)
203,677
(18,565)

356,577
(l8J6s)

Other deferred incorrp tax asseß and liabilities at December 31,2017 and2016 include $3.0 million and $0.1

million, respectively, of state taxes related to state tax net operating loss carryfonvarrds ("NOLs''). The stde

NOLs begin to expire after 2030.

Tax Reform
On December 22,2017,the PresidentsignedltR. l, the "TaxCuts and Jobs Act''(TCJA). Thenewly enæted

federaltax law becomes effætive for tax yeas beginning on January 1,2018. However, ASC 740 requires tbat

the tax effects ofchanges in tax law s or rates be recqgnizedin the period in whichthe law is enacted Specificaþ

defened tax liabilities and assets are adjusted for the effæt of a change in tax rates. TCIA reduces the try

corporate income taxrate from35%to2lYo.As arezult ofthis law chanç andpursuant to ASC 980 guidarce,

the Company recordeda $ lg0.Smillionreduction to its net deferred tax liabilities andreclassified $ l86.9million

to regulatory liabilities, while pursuant to ASC 740, $3.9 million of this reúrction was recorded as a corræorrent

of provision for income taxes. In accordance with the guidance prescribed in the Security and Excharge

Commission's StaffAccqrnting hrlletin ("SAB") I 18, the $190.8 million represenß a reasonable estimate at
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SUEZ Water Resornces Inc. and Subsiliaries

Notes to Consolidated Financial StaænBns

(in lhousands of dollars, except where noted otherwise)

13. Income Taxes (continued)

this time. Althoughwe do notanticþateanymaterial adiustr¡enß in tbe followingyear,tlæ Compary contirnres

to anaþze this adjustment.

N ew Y o rk Qua I frcd Manufac t w er

For taxable years beginning on or afte January I,2014, qualifîed New York manufætrners ìilere eligible for a

zero percent corporate tax rate onbusiness income base. Based on new statLúe passed during 2017, tbe stde of

New York clarified the definition of a "qualified New York manuåcû¡rer" to exclude water utilities. As a resut,

effective Jaruary I , 2018, the Company will no longer be a qualified New York manufrctuer and ræeive the

benefit of the zero percent corporate tðr xate. Accordingþ, ùe Conpany reesablished $13.6 million of defened

tax ¡iabilities through a rælassification from the Regulatory Liability with $3.2 million of this armr¡nt recorded

as a component of income tax expense.

14. Commitments and Contingencies

Operating Leases

The total rent incr¡ned for the Company's nonæancellable operating leasæ was approximatdy $6.6 million ard

$4.7 million for the year ended December 3l ,2017 and20 16, respectively. Theminimum future lease paynrcnß

due each year subsequent to December 31,2017 are as follows:

2018
2019

2020
202t
2022
Thereafter
Total minimum future þase payrenls

$ 7,415
6,507
6,160
5,142
4,517

76,730
TT67?T-

Bonding and Guarantees

At December 3l,2017,the Companyhad $6.6 million of corporateperformarrce bonds and bids outstanding.

SWI and SUEZ North America Inc., the parørt of SWI, serve as guarantors forbonds issuedon behalf of tle

Company. In addition, the Company has issued perfornrance guarantees on contracts on behalf of its affilide,

SUEZ Water Environnpntal Services Inc., with two municipalclients. Theaggregate annualrevenues ofthose

two contracts are approximately $5'5 million.

Legal Matters
The Company is involved in various litigation and other disputes routine to the nature of its business. In tlre

opinion of managønent, none of these rnatters will have a material adverse impact on the Company's financial

position or results of operations.
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SUEZ Water Resot¡rces Inc. and Subsiliaries

Notes to Consolidated Financial Søænpnts

(in lhousands of dollars, except where noted otherwise)

14. Commitrnenß and Continçncies (continued)

Purchase Commitmenls

The Company has various purchase cor¡rniûnenß formaterials, supplies and other services incidentalto the

ordinary conduct of business. The Company is liable for these payments regardless of the level of servbes

required from thirdprties.Inadditior¡ the Company has anagreement to purchase appro<imately $7.6 million

of electricity from several suppliers through December 3L,2019-

15. SubsequentEvenß

The Company has evaluated subsequott events through April 6, 201 8, the date of issuance of these fmancial

statements and corrcluded that there were no evenß or transactions ,g(cept as discussed below, thæ requie

adjustment tq or disclosure in the financial statements as of and for the year ended December 31,2017.

In January 20 18, the Cunpany issued $ 130.0 million of long-term debt, which was used to redeern ttr existing

debt of SWNJ. TheNJBPUapprovedthis transaction and inFebrury2}lï, SWNJrerrnved theunamortiæd

debt issuance cost of $5.0 million relating to its redeemed deh from its balance sheet. The Company recoded

this unamortized debt issuance cost over the life of the new long-term debt.
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SUEZ WATER RHODE ISLAND, INC. 
Docket No. 4800 

Fifth Set of Data Requests of the 
Division of Public Utilities and Carriers 

March 12, 2018 
5-12 

(Prettyman) 
 

5-12 Please state the number of consolidated SWR water utility retail customers as of 
December 31, 2017. 

 
Response: SWR had 575,355 water utility retail customers at December 31, 2017. 



SUEZ WATER RHODE ISLAND, INC. 
Docket No. 4800 

Fifth Set of Data Requests of the 
Division of Public Utilities and Carriers 

March 12, 2018 
5-13 

(Walker) 
 

5-13 Please provide SWRI financial statements (balance sheet, income statement and 
cash flow statement) for 2017. 

 
Response: Please see 5-13 Attachment.  



   Report ID:  ISCOR100

   Layout ID:  ISCOR100

 SUEZ Water Rhode Island
   Business Unit:  00061 General Ledger System

   Period Ending:  Dec 31, 2017 Corp I/S C/Mos and YTD

Run on 03/13/18 at 02:01 PM 

Actual

Regulated sales 4,759,081.25

Other regulated revenues 26,655.68

Non-regulated revenues 0.00

Non-core revenues 0.00

Unbilled revenue 61,511.00

Intercompany revenues 0.00

OPERATING REVENUES 4,847,247.93

Operation, Maintenance and G&A 2,136,217.80

Depreciation and Amortization 779,597.67

General Taxes 559,486.38

TOTAL OPERATING EXPENSES 3,475,301.85

NET OPERATING INCOME 1,371,946.08

Interest expense 0.00

Amortization debt prem & exp 0.00

Intercompany interest expense 443,756.63

AFUDC (12,294.21)

Dividend income 0.00

Preferred stock dividends 0.00

Other income (46,934.16)

Equity earnings of affiliates 0.00

Subsidiary Income 0.00

OTHER EXPENSES & INCOME 384,528.26

INCOME BEFORE INCOME TAX 987,417.82

PROVISION FOR INCOME TAXES 341,384.55

NET INCOME 646,033.27

Page 1 of 1
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   Report ID:  BSCOR100  

   Layout ID:  BSCOR100 SUEZ Water Rhode Island
 General Ledger System

   Business Unit:  00061 Corp BS C/M vs Same Month P/Yr

   Period Ending:  Dec 31, 2017

Run on 03/13/18 at 01:28 PM 

 -  Current Month  -

This Last

 Year  Year 

Assets
Total Assets

Net Utility Plant

Utility Plant 31,522,940.66 30,394,146.50

Net Utility Plant Acquist Adj 0.00 0.00

Less Accumulated Depr & Amort (7,940,513.72) (7,678,611.57)

Construction Work in Progress 2,155,223.56 147,745.39

Plant Held for Future Use 50,144.23 50,144.23

Net Utility Plant 25,787,794.73 22,913,424.55

Other Properties & Investments

Investments - LT Consol Comp 0.00 0.00

Investments - LT Non-Consol Co 0.00 0.00

Equity Investments 0.00 0.00

Non-Utility Property & Equip 0.00 0.00

Depreciation Non-Utility Prop 0.00 0.00

Other Properties & Investments 0.00 0.00

Goodwill & Other Intangibles

Goodwill, net 0.00 0.00

Other Intangibles, Net 0.00 0.00

Goodwill & Other Intangibles 0.00 0.00

Total Current & Accrued Assets

Cash 2,250.00 4,250.00

Restricted Cash 0.00 0.00

Accounts Receivable - Customer 810,525.89 810,252.96

A/R - Associated Companies 0.00 (0.00)

A/R Affiliated Companies 0.00 0.00

Notes Receivable - Short Term 0.00 0.00

Materials & Supplies Inventory 234,042.22 200,995.03

Prepaid Expenses 0.00 0.00

Other Current Assets 0.00 0.00

Total Current & Accrued Assets 1,046,818.11 1,015,497.99

Non Current Assets

Unamortized Debt Discount/Exp 0.00 0.00

Regulatory Assets 1,748,083.94 1,205,879.00

Other Deferred Charge & Assets 0.00 0.00

Notes Receivable - Long Term 0.00 0.00

Clearing Accounts (0.13) (0.09)

Non Current Assets 1,748,083.81 1,205,878.91

Total Assets 28,582,696.66 25,134,801.45

Run Date: 4/1/2018

Run Time: 10:59 AM Page 1 of 2
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   Report ID:  BSCOR100  

   Layout ID:  BSCOR100 SUEZ Water Rhode Island
 General Ledger System

   Business Unit:  00061 Corp BS C/M vs Same Month P/Yr

   Period Ending:  Dec 31, 2017

Run on 03/13/18 at 01:28 PM 

 -  Current Month  -

This Last

 Year  Year 

Capitalization and Liabilities
Total Capital & Liabilities

Total Capitalization

Total Capital Stock 13,393,696.25 11,669,279.87

Total Retained Earnings 5,740,496.48 5,094,463.21

Accum Other Comprehensive Inc 0.00 0.00

Oth Equity Noncontrol Interest 0.00 0.00

Long Term Debt 0.00 0.00

Total Capitalization 19,134,192.73 16,763,743.08

Total Current Liabilities

Accounts Payable 870,030.59 132,461.02

A/P Affiliated Companies 0.00 0.00

Notes Payable 0.00 0.00

N/P Affiliated Companies 0.00 0.00

Current Portion of LT Debt 0.00 0.00

Customer Deposits 0.00 0.00

Accrued Taxes 104,179.60 555,575.28

Accrued Interest 0.00 0.00

Dividend Payable 0.00 0.00

Other Current Liabilities 143,858.00 162,239.68

Total Current Liabilities 1,118,068.19 850,275.98

Deferred Income Taxes & Credit

Deferred Income Taxes & Credit 1,545,320.61 2,477,749.93

Cust Advances for Construction 0.00 0.00

Contribution in aid of Constru 3,355,575.47 3,355,575.47

Pension and Benefits 1,839,793.34 1,645,740.99

Regulatory Liabilities 1,589,746.32 41,716.00

Other Long Term Liabilities 0.00 0.00

Deferred Income Taxes & Credit 8,330,435.74 7,520,782.39

Total Capital & Liabilities 28,582,696.66 25,134,801.45

Run Date: 4/1/2018

Run Time: 10:59 AM Page 2 of 2
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SUEZ WATER RHODE ISLAND, INC. 
Docket No. 4800 

Fifth Set of Data Requests of the 
Division of Public Utilities and Carriers 

March 12, 2018 
5-14 

(Walker) 
 

5-14 For each of the last five years ending 2017, please provide the SWRI (a) earnings, 
(b) dividend payments to parent, and (c) equity infusions received from parent. 

 
Response: Please see 5-14 Attachment. 



SUEZ Rhode Island 5-14 Attachment

Year Capital Infusion Amount

2013 5,919,000.00                 

2014 -                                 

2015 -                                 

2016 225,765.66                    

2017 1,724,416.38                 

Year Earnings

2013 400,144.32                    

2014 663,011.89                    

2015 899,643.27                    

2016 1,066,099.36                 

2017 646,033.27                    

Year Dividends

2013 -                                 

2014 1,018,000.00                 

2015 1,483,000.00                 

2016 974,432.00                    

2017 -                                 



SUEZ WATER RHODE ISLAND, INC. 
Docket No. 4800 

Fifth Set of Data Requests of the 
Division of Public Utilities and Carriers 

March 12, 2018 
5-16 

(Walker) 
 

5-16 With respect to Witness Walker’s Schedule 18, page 2, please provide the 
calculation of and/or source for the 90 percent figure for “Estimated Risk 
Adjustment”.  Please provide all data and assumptions employed in  that calculation 
or derivation. 

 
Response:  

Below is the requested information.  The source data for the calculation is shown 
on page 1 of Schedule 17. 
 
 

 

Market Premium 6.9 %
x Beta 0.74

Risk Adjusted Market Premium 5.1

Size Adjustment Premium 1.1

Risk Adjusted Premium 6.2

÷ Market Premium 6.9

Estimated Risk Difference 90%



SUEZ WATER RHODE ISLAND, INC. 
Docket No. 4800 

Fifth Set of Data Requests of the 
Division of Public Utilities and Carriers 

March 12, 2018 
5-17 

(Walker) 
 

5-17 With regard to Witness Walker’s Table 7 in his testimony, please provide the 
calculation and source documents for the 8.6 percent “Projected 5 Year Growth 
Rate for the Industry”. 

 
Response: Please see Attachment 5-17. 
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SUEZ WATER RHODE ISLAND, INC. 
Docket No. 4800 

Fifth Set of Data Requests of the 
Division of Public Utilities and Carriers 

March 12, 2018 
5-18 

(Walker) 
 

5-18 Witness Walker employs a 0.7 percent “Hamada” adjustment in his cost of equity 
studies.  Please state whether he is aware of any state commission adopting his 
adjustment in any cost of equity determinations.  Please also state whether he is 
aware of the Rhode Island Commission ever adopting this adjustment.  If the 
response to either question is affirmative, please provide citations. 

 
Response: An adjustment for the increased amount of leverage between market value derived 

cost rates and book value cost rates was utilized by the PA PUC on a number of 
occasions.  Below is an example of the adoption of this adjustment by the ALJ and 
the PA PUC in the 2005 Lancaster Sewer case, 

 
The City has proposed a market-to-book adjustment of .65%, as 
calculated by Mr. Walker.  I acknowledge that this adjustment has 
been accepted by the Commission in three major base rate cases in 
the past 18 months.  See, PPL 2004, supra; Aqua PA, supra; PAWC 
2004, supra; see also, PAWC 2002, supra; Pa. P.U.C. v. Philadelphia 
Suburban Water Co., 219 PUR 4th 272 (2002).  Moreover, the 
market-to-book adjustment was upheld by the Commonwealth 
Court in Popowsky v Pa. P.U.C., 868 A.2d 606 (Pa. Commw. 2004).  
Therefore, I accept a .65% market-to-book adjustment to my 
recommended DCF result, for a cost of equity of 10.75%, modified 
by a 18% tax savings adjustment, for a cost of equity of 8.82% 
(10.75% x .82 tax savings = 8.815% rounded to 8.82%. (ALJ’s 
recommended decision, City of Lancaster – Sewer Fund, docket R-
00049862, 6/23/05) 

 
Mr. Walker does not know if the Rhode Island Commission has ever adopted this 
adjustment. 

 



SUEZ WATER RHODE ISLAND, INC. 
Docket No. 4800 

Fifth Set of Data Requests of the 
Division of Public Utilities and Carriers 

March 12, 2018 
5-19 

(Walker) 
 

5-19 Please provide any electronic spreadsheet models or files prepared by Witness 
Walker in connection with his direct testimony and schedules. 

 
Response: Please see Attachment 5-19. 
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