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Please state your name and business address.

My name is James C. Cagle, and my business address is 461 From Rd,
Suite 400, Paramus, New Jersey 07652.

By whom are you employed and in what capacity?

| am the Vice President, Rates and Regulatory Affairs for SUEZ Water
Management & Services Inc. (“SWM&S”).

What are your job responsibilities?

| am primarily responsible for the management and direction of rate case
filings for SUEZ Water Inc.’s (“SUEZ”) regulated utilities. | am also
responsible for oversight of certain rate related compliance and reporting
requirements as prescribed by the various regulatory Commissions having
jurisdiction over the SUEZ regulated utilities.

Please outline your educational and professional qualifications.

| received a Bachelor of Accountancy degree from the University of
Oklahomain 1987. | was initially employed by SUEZ Water M&S (previously
United Water M&S) as Director, Regulatory Business in October of 2007
and have held my current position since March 2010. Previous to that, |
was employed by Atmos Energy Corporation, a natural gas utility operating
then in twelve states, as Manager, Rates and Revenue Requirements.
Have you previously testified before the Idaho Public Service
Commission (“Commission” or “IPUC”) or other regulatory

commissions?
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| have not previously provided testimony before the IPUC. | have provided
testimony before several other state commissions on various regulatory
issues.

What is the purpose of your testimony in this proceeding?

The purpose of my testimony is to support the request of SUEZ Water Idaho
Inc. (SWID) for an increase in its base rates for water service. Specifically,
| am supporting the Company’s position regarding the allocation of shared
assets included in intercompany fees from SWM&S as well as the
calculation of pro-forma interest costs and capital structure.

What Exhibits are you sponsoring?

| am sponsoring the following Exhibits:

Exhibit 2, Schedule 1 — M&S Shared Services Allocation, Shared Assets
Exhibit 2, Schedule 2 — Composite Debt Rate calculation

Exhibit 2, Schedule 3 — Allocation of Amortization of Additional Debt Costs
Please explain the current shared services allocation methodology.

In 2017, the Company implemented an updated shared services allocation
methodology the goal of which was to make allocations of SWM&S shared
services costs simpler and more transparent. Such costs are allocated
based upon a three-factor formula based upon the simple average of
revenues, total assets and labor costs. The calculation of the factors are
refined whereby by each department within SWMG&S allocates costs to the
areas of the affiliates which it serves. For example, if a department works

solely for regulated companies like SWID, then 100% of that department’s
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Q.

accumulated expense would go to the regulated segment and allocated to

each of the regulated companies based upon the same three factor formula
calculated to include only the regulated companies. The opposite is also
true. If a department works 100% for non-regulated businesses then 100%
of that department’s accumulated costs would be charged to the non-
regulated segment. Other departments that work for the benefit of some or
all businesses would be allocated according to their relative three factor
formula.
Are there any other changes in addition to these departmental
charges?
Yes. Previously there were many expenses that were paid by SWM&S
and either allocated or charged directly based upon certain formulas.
These expenses include general liability and property insurance, outside
IT support, audit fees and actuarial fees. These corporate assumption
expenses were previously not included in M&S fees but included in other
accounts. With the new allocations, these expenses are included in M&S
fees. Additionally, in conjunction with the sale of 20% of SUEZ Water
Resources LLC (“SWR”) to PGGM, the Shared Services organization was
restructured.
How were shared assets previously recorded vs. now?
Previous to the 2017 update, capital expenditures generally related to
investments in Information Technology hardware and software, as well as

other assets related to the corporate office, would have been allocated on
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a one-time basis to each operating company and reflected as assets on the
operating company’s balance sheet. As such, the allocated cost of the
assets increased the operating company’s rate base and have been
recovered in rates through depreciation expense and return.

With tHe updated methodology, capital expenditures, generally
related to information technology such as the PeopleSoft accounting
software upgrade and Powerplan asset accounting software etc., are now
recorded on the SWM&S balance sheet and the depreciation expense on
these assets is allocated to the operating companies based upon the three-
factor formula as a part of SWM&S charges. The carrying costs associated
with assets are calculated recovered from the utility customers who receive
the benefit of the assets through depreciation and return as a part of rate
case filings and are calculated utilizing the capital structure, debt and equity
rates included in the filing.

How has the overall level M&S Costs changed since the change in
methodology?

Since 2018, the overall allocation of SWM&S costs to SWID have
decreased from approximately $4.6M in 2018 (of which $362K was
depreciation on shared assets) to approximately $3.6M for the 12 months

ended June 30, 2020 (of which $412K was depreciation on shared assets).

Please explain the shared asset adjustment shown on Exhibit 2,

Schedule 1.
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As discussed above, previously, capital expenditures, generally related to
investments in Information Technology hardware and software, as well as
other assets related to the corporate office would have been allocated on a
one-time basis to each operating company and reflected on the operating
company’s balance sheet. As such, the allocated cost of the assets
increased the operating company’s rate base and have been recovered in
rates through depreciation expense and return. With the updated
methodology, the asset appropriately remains on SWM&S’s balance sheet
and a portion of the costs are allocated to the operating companies and
recovered through depreciation and return.

The adjustment reflects a calculation of the cost of shared assets
whereby the balance of the assets, less accumulated depreciation and
deferred income taxes, are calculated and the appropriate portion, based
upon the three-factor formula, is projected as of March 31, 2021 for SWID.
The difference between the calculated amount and the SWM&S shared
Services expense included in the 12 months ended June 30, 2020 is the
adjustment.

What cost of debt is submitted in this filing?

As shown on Exhibit 2, Schedule 2 page 1 of 2, line 20, the cost of debt is
4.23% and reflects SWR’s intent to redeem a $35M issuance from 2010
which is now available for an optional redemption at par. The redemption

decreases the debt costs from the June 30, 2020 by 0.02%.
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The necessary accounting treatment of the Additional Debt Costs
shown on lines 30 through 48 of Exhibit 2, Schedule 2, Page 1 of 2 is
discussed in Company Witness Zerhouni’s testimony. Exhibit 2, Schedule
2, Page 2 of 2 is the calculation of the allocation of debt costs (including the
aforementioned redemption). The amount is utilized in the calculation of
the interest adjustment made in the income tax calculation on Exhibit 10,
Schedule 4, Note [B] as sponsored by Company Witness Njuguna.

Please describe Exhibit 2, Schedule 3 and its purpose.

Exhibit 2, Schedule 3 calculates the amount of the amortization of additional
debt costs allocated through interest expense for the 12 months ended
6/30/2020. The amount is utilized in the calculation of the interest
adjustment made in the income tax calculation on Exhibit 10, Schedule 4,
Note [B] and includes the unamortized debt costs from the debt redemption
described above.

What is the impact of the allocation of the additional debt costs to
SWID and the other SWR subsidiaries?

As described in Company Witness Zerhouni’s testimony, the additional debt
costs and their amortization is basically a matter of geography. The interest
costs recorded to SWID for accounting purposes, including the amortization
of additional debt costs, in total will remain largely unchanged. For
ratemaking purposes, the utilization of the calculation of the composite debt
cost rate as calculated on Exhibit 2, Schedule 2, page 1 of 2 will continue

to be utilized and therefore will have no impact on SWID customers.
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1 Q. Does this conclude your direct testimony?

2 A Yes.
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Suez Water Idaho
M&S Shared Services Allocation

Shared Assets
3/31/2021
Allocated Depr Exp
Line Shared Shared three months
No. Description Services 305 Services 987 ended June 2020 Total
1 Plant in Service $ 19,243,505 $ 37,714,611
2 Accumulted Depreciation 7,849,259 16,746,136
3 ADIT 607,628 4,027,711
4 Net Rate Base 10,786,618 16,940,765
5 Allocation Factor to Idaho 6.34% 8.09%
6 Allocation to Idaho 683,558 1,370,393
7 Pre-Tax ROR (1) 9.37% 9.37%
8 Return, Interest, and Income Taxes 64,049 128,406
9 Shared Services 305 Depreciation Expense 146,508 [2] 334,794 [2] 91,341
10 Total M&S Assets $210,557 $463,200 $91,341 $765,098
11 Allocated to SWID for the 12 months ended 6/30/2020 412,056
12 Adjustment $353,043

(1) Calculation of Proposed Pre-tax Rate of Return:

Capital Cost Weighted
Structure Rates Cost Rates Pre-tax
Debt 46.89% 4.26% 2.00% 2.00%
Equity 53.11% 10.20% 5.42% 7.37%

100.00% 7.41% 9.37%

[2] Calculated for the 9 months ended 3/31/2020

Case No. SUZ-W-20-02
Exhibit No. 2

Schedule 1

J. Cagle
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SUEZ WATER RESOURCES
Actual
COMPOSITE COST RATE OF DEBT
Pro-forma as of October 31,2020

Amortization of the overal amount over 11 years.

15,646,840 /11 =

1,422,440

Case No. SUZ-W-20-02
Exhibit No. 2

Schedule 2

J.Cagle

Page 1 of 2

W] [2] [3] [4] [] [6] [7] [8] [9] [10] [11] [12]
Unamortized Annual Amortization of
[a] Net Discount, Net Stated Interest Net Discount Annual Effective Weighted
Line Description Issue  Maturity Amount Premium and Proceeds Interest Expense Premium and Cost Cost Embedded
# of Debt Date Date o] ing P (C.4+/-C.5) Rate (C.4xC.7) Exp (C.8+C.9) Rate Cost Rate
1 Medium Term Note Series A 1998 Feb-98  Feb-23 25,000,000 218,727 24,781,273 6.97% 1,742,500 97,212 1,839,712 7.42% 0.17%
2 SWR SENIOR NOTES 2015 SERIES A Aug-15  Aug-30 75,000,000 294,777 74,705,223 3.80% 2,850,000 29,977 2,879,977 3.86% 0.26%
3 SWR SENIOR NOTES 2015 SERIES B Aug-15  Aug-31 75,000,000 304,457 74,695,543 3.60% 2,700,000 28,104 2,728,104 3.65% 0.25%
4 SWR SENIOR NOTES 2015 SERIES C Aug-15  Aug-35 125,000,000 555,952 124,444,048 4.09% 5,112,500 37,480 5,149,980 4.14% 0.47%
5 Tax Exempt-Dauphin 92 TEF Series A Jun-92  Jun-24 10,000,000 72,340 9,927,660 6.90% 690,000 18,480 708,480 7.14% 0.06%
6 Senior Note Series 2010 Jan-10  Jan-25 45,000,000 377,400 44,622,600 4.92% 2,214,000 88,800 2,302,800 5.16% 0.21%
7 Senior Note Series B Nov-07  Nov-28 15,000,000 58,782 14,941,218 6.13% 919,500 7,272 926,772 6.20% 0.08%
8 Medium Term Note Mutual of Omaha A Oct-08  Oct-29 7,500,000 22,042 7,477,958 6.54% 490,500 2,472 492,972 6.59% 0.04%
9 Medium Term Note Mutual of Omaha B Dec-08  Dec-29 7,500,000 22,454 7,477,546 6.59% 494,250 2,472 496,722 6.64% 0.05%
10 Tax-Exempt-NY Series 2010A (1) Sep-10  Sep-40 0 0 4.88% 0 0 0.00% 0.00%
11 Senior Note Series 2011 Dec-11  Dec-27 20,000,000 379,604 19,620,396 4.10% 820,000 52,968 872,968 4.45% 0.08%
12 Private Placement Note Series A Apr-11 Apr-21 35,000,000 8,657 34,991,343 4.38% 1,533,000 8,657 1,541,657 4.41% 0.14%
13 Private Placement Note Series B Apr-11 Apr-26 40,000,000 383,010 39,616,990 4.68% 1,872,000 70,704 1,942,704 4.90% 0.18%
14 Senior Note 2018 Series C Jan-18  Jan-33 65,000,000 296,333 64,703,667 3.30% 2,145,000 24,190 2,169,190 3.35% 0.20%
15 Senior Note 2018 Series D Jan-18  Jan-48 65,000,000 329,595 64,670,405 3.77% 2,450,500 12,095 2,462,595 3.81% 0.22%
16 Senior Note 2017 Series A Dec-17  Dec-32 70,000,000 327,302 69,672,698 3.30% 2,310,000 26,902 2,336,902 3.35% 0.21%
17 Senior Note 2017 Series B Dec-17  Dec-47 75,000,000 391,514 74,608,486 3.77% 2,827,500 14,412 2,841,912 3.81% 0.26%
18 Senior Notes Series A 2019 Nov-19  Nov-34 150,000,000 569,969 149,430,031 2.94% 4,410,000 40,712 4,450,712 2.98% 0.40%
19 Senior Notes Series B 2019 Nov-19  Nov-49 55,000,000 216,452 54,783,548 3.39% 1,864,500 7,464 1,871,964 3.42% 0.17%
20 Senior Notes Series D 2019 Nov-19  Nov-59 40,000,000 158,777 39,841,223 3.49% 1,396,000 4,071 1,400,071 3.51% 0.13%
21 Senior Notes Series C 2019 Feb-20 Feb-50 30,000,000 109,399 29,890,601 3.42% 1,026,000 3,740 1,029,740 3.45% 0.09%
22 North Jersey Water District n/a Jul-24 71,109 0 71,109 6.30% 4,480 - 4,480 6.30% 0.00%
23 Senior Note 2012 Series A Oct-12 Oct-27 10,000,000 237,956 9,762,044 3.47% 347,000 34,392 381,392 3.91% 0.03%
24 Senior Note 2012 Series B Oct-12 Oct-32 30,000,000 919,712 29,080,288 3.91% 1,173,000 77,172 1,250,172 4.30% 0.11%
25 Senior Note Jan-95  Jan-25 12,000,000 16,803 11,983,197 8.98% 1,077,600 4,032 1,081,632 9.03% 0.10%
26 SWR Jun-22 25,000,000 0 25,000,000 7.90% 1,975,000 - 1,975,000 7.90% 0.18%
27 Total Long-Term Debt 1,107,071,109 6,272,014 1,100,799,095 44,444,830 693,780 45,138,610 4.10%
28 Additional Debt Costs 15,646,840 1,422,440 1,422,440 0.13% 0.13%
29 Totals 22,268,690 2,087,678 46,532,507 4.23%
(1) To be redeemed in October 2020.
(2) Remaining unamortized debt costs on (1)
Additional Debt Costs
30 Unamortized Costs Associated With Retired 23,868 5,616 5616 0.001%
Medium Term Note ($10M@8.84%)
31 Premium on Retirement of Medium Term Note 93,891 22,092 22,092 0.00%
32 Premium on Retirement of Prudential Capital
@ 9.57%) 1,193,472 340,992 340,992 0.03%
33 Premium on Amortized $25MM 4.392%, $20MM 4.318%
and $20MM 4.319% 18,301 10,981 10,981 0.00%
34 Unamortized Costs Associated With Retired 06/1/2002
Jacksonville Debt ($12M @ 6.75%) 39,463 24,924 24,924 0.00%
35 PEDFA SUEZ Water PA 2007 - Retired 12/13/17 729,806 37,104 37,104 0.00%
36 ID Water Resource Dev Rev ID 2005 - Retired 12/14/17 2005 1,032,516 52,488 52,488 0.00%
37 EDA Fixed Rate Bonds - Retired 01/25/18 2,595,103 150,441 150,441 0.01%
38 EDA Fixed Rate Bonds 1996 - Retired 01/25/18 1,716,136 99,486 99,486 0.01%
39 Call Premium retired bonds 2018 2,242,500 130,000 130,000 0.01%
40 Call Premium retired bonds 2018 0 0 0.00%
41 EDA Fixed Rate Bonds - Retired 08/31/15 497,469 42,048 42,048 0.00%
42 EDA Fixed Rate Bonds - Retired 08/31/15 1,494,906 126,324 126,324 0.01%
43 Tax Exempt-Boise 2001 TEF - Retired 08/31/15 1,476,438 124,776 124,776 0.01%
44 Tax Exempt-DE 2002 TEF - Retired 08/31/15 923,054 78,000 78,000 0.01%
45 Tax Exempt NY (NR) 2002 TEF - Retired 08/31/15 687,536 58,092 58,092 0.01%
46 Two Amortization for PREFSTK3&6_100 TBR 750 750 750 0.00%
47 BOA Associated costs uncommitted 165,012 49,504 49,504 0.00%
48 Tax-Exempt-NY Series 2010A - Unamortized Debt Costs (2) 716,618 36,132 36,132 0.00%
15,646,840 1,389,749 0.13%
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