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Item 2.02 Results of Operations and Financial Condition. 

On March 10, 2017, Global Water Resources, Inc. (the “Company”) issued a press release announcing its financial results for the year 

ended December 31, 2016. A copy of the press release is attached hereto as Exhibit 99.1 and incorporated by reference herein.  

On March 10, 2017, the Company held a conference call to discuss its financial results for the three months and year ended December 

31, 2016.  The transcript of the call is attached hereto as Exhibit 99.2 and incorporated by reference herein.  

The information disclosed under this Item 2.02, including Exhibits 99.1 and 99.2 hereto, shall not be deemed “filed” for purposes of 

Section 18 of the Securities Exchange Act of 1934, as amended (the “Exchange Act”), or incorporated by reference in any filing under 

the Securities Act of 1933, as amended, or the Exchange Act, except as shall be expressly set forth by specific reference in such a 

filing. 

 

Item 9.01 Financial Statements and Exhibits. 

(d) Exhibits 

  
Exhibit No. 

 
Description 

   

99.1 

 

Press release of Global Water Resources, Inc., dated March 10, 2017 

   
99.2  Transcript of conference call of Global Water Resources, Inc., held March 10, 2017 
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Global Water Resources Reports Full Year 2016 Results 

PHOENIX, AZ – March 10, 2017 – Global Water Resources, Inc. (NASDAQ: GWRS), (TSX: GWR), a pure-
play water resource management company, reported results for the year ended December 31, 2016. For 
information regarding today’s conference call, see the Conference Call section below. 
 
2016 Highlights 

 Increased dividend by 10.3% in 2016 to an annual amount of $0.27 per common share (or $0.0225 a 
month per common share); 

 Total active connections increased by 3.1% to 37,387 at December 31, 2016 from 36,272 at 
December 31, 2015 (after adjusting for the Valencia and Willow Valley dispositions);  

 Revenue was $29.8 million, net loss was $2.9 million (driven by $5.4 million in interest costs incurred 
as a result of the debt refinance), and adjusted EBITDA was $13.9 million (adjusted EBITDA is 
inclusive of $2.1 million in deferred compensation primarily as a result of the 67% stock price 
increase during the calendar year); 

 Water, wastewater and recycled water revenue (Utility Revenue) decreased 5.2% (or $1.6 million) as 
a result of the Valencia and Willow Valley dispositions.  Adjusted Utility Revenue (which excludes the 
impact of the Valencia and Willow Valley dispositions), grew by 7.8% (or $2.1 million) in 2016; 

 Cash and cash equivalents totaled $20.5 million at December 31, 2016 versus $11.5 million at 
December 31, 2015; 

 Raised $8.4 million in an initial public offering on the NASDAQ Global Market; 

 Completed a debt refinancing by issuing $115 million of senior secured notes at a blended interest 
rate of 4.55%; and 

 Received a favorable ruling from the IRS providing the ability to defer the taxable gain associated 
with the Valencia condemnation by making capital investments in existing utilities. 

   

Management Commentary 
“2016 was a milestone year for Global Water,” stated the company’s President and CEO, Ron Fleming. 
“The company now has a unique and strong foundation from which to build, one that will provide further 
opportunities and benefits for our customers, employees, and shareholders. Beyond our strong growth in 
Utility Revenue that was driven by increased active connections and new rates, we also executed a series 
of strategic initiatives, including both the U.S. IPO and debt refinancing, which we believe positions 
Global Water to prosper over the long term.” 
 

“In 2017 and beyond, we expect our exclusivity in large service areas where rapid housing growth is 
forecasted—combined with approved new rates phased-in over the next five years—to support our 
continued growth. Additionally, we will look for accretive acquisition opportunities that will also help 
defer the tax liability generated as part of the Valencia disposition. We believe this combination of 
constant organic growth and accretive capital investments will further create long term value.” 
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2016 Financial Summary 
 
Total Revenues 
Total revenues, comprised of water services, wastewater and recycled water services, and unregulated 
revenues, were $29.8 million in 2016 compared to $32.0 million in 2015. The decrease was primarily 
related to the condemnation of the operations and assets of Valencia in July 2015 and the sale of Willow 
Valley in May of 2016. Together, these entities had contributed revenue of $306,000 in 2016 and $4.0 
million in 2015. The decrease was also due to a $535,000 reduction in unregulated revenues.   
 
Adjusted revenue (which adjusts for the Valencia and Willow Valley dispositions) in 2016 increased 5.7% 
from $27.9 million to $29.5 million. The increase in revenue was primarily attributed to a 3.1% increase in 
active connections and an approved increase in rates. 
 
Operating Expenses 
Total operating expenses decreased 3.7% to $24.5 million in 2016 from $25.4 million in 2015. The 
reduction in operating expenses was due to a decrease in operations and maintenance costs and 
depreciation, partially offset by increased general and administrative expenses. The decrease in 
operations and maintenance costs, as well as depreciation expense, was primarily driven by the 
condemnation of the assets and operations of Valencia and the sale of Willow Valley. 
 
Other Income (Expense) 
Other income (expense) resulted in $9.6 million of expense in 2016 compared to $35.5 million of income 
in 2015. The change in other income (expense) was primarily driven by the $43.0 million gain associated 
with the condemnation of the operations and assets of Valencia recorded in 2015 combined with a $3.6 
million increase in interest expense in 2016, which was due to costs incurred as part of the debt 
refinancing, partially offset by lower interest expense in second half of 2016. Additionally, we had a 
$954,000 gain on settlement of the Sonoran purchase liability in 2016 and the earnout related to the 
Valencia condemnation was $585,000 higher in 2016 compared to 2015.  
 
Net Income (Loss) 
Net loss totaled $2.9 million, or $(0.15) per share, in 2016, as compared to net income of $21.4 million, or 
$1.17 per share, in 2015. The change was primarily attributed to the $43.0 million gain on the 
condemnation of operations and assets of Valencia, net of a $20.2 million tax liability in 2015. 
Additionally, interest expense increased $3.6 million and deferred compensation and board 
compensation increased $2.1 million. Interest expense increased due to the expenses associated with the 
company’s debt refinancing. Deferred compensation increased primarily due to the 67% increase in stock 
price, and board compensation increased due to the option grants to members of the board, as well as 
the increase in stock price. This was partially offset by an income tax benefit of $1.5 million related to the 
company’s current period losses. 
 
Adjusted EBITDA  
Adjusted EBITDA (a non-GAAP metric, as defined below) was $13.9 million in 2016, compared to $15.7 
million in 2015. The decrease was primarily due to decreased revenue associated with the disposition of 
Valencia and Willow Valley and $1.3 million in higher deferred compensation expense in addition to new 
U.S. public company costs. These decreases were partially offset by organic connection growth, higher 
rates and increased earnout payments related to the Valencia condemnation. 
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Dividend Policy  
The company recently declared a monthly cash dividend of $0.0225 per common share (or $0.27 per 
share on an annualized basis), which will be payable on March 31, 2017 to holders of record at the close 
of business on March 17, 2017. 
 
Business Outlook 
Global Water's immediate growth strategy for its regulated water, wastewater and recycled water 
business is driven by increased service connections, continued operating efficiencies, and utility rate 
increases approved by the Arizona Corporation Commission. Global Water will also place more focus on 
its original mission of aggregating water and wastewater utilities, allowing its customers and the 
company to realize the benefits of consolidation, regionalization and environmental stewardship.  
 
Connection Rates  
Excluding the impact of the Valencia and Willow Valley operations, Global Water experienced positive 
growth in new connections and in re-establishing service on previously vacant homes. As of December 
31, 2016, active service connections increased by 1,115 to 37,387, compared to 36,272 as of December 
31, 2015 (after adjusting for the Valencia and Willow Valley dispositions). This represents an annualized 
increase of 3.1%. The company’s vacancy rate is now at 1.7% after reaching a peak of 11.2% in February 
of 2009.  
 
Arizona’s Growth Corridor: Positive Population Trends  
The Metropolitan Phoenix area is steadily growing due to low-cost housing, excellent weather, large and 
growing universities, a diverse employment base, and low taxes. Its population has increased throughout 
2015 and into 2016, and it continues to grow. The Arizona Department of Administration – Office of 
Employment and Population Statistics predicts that Metropolitan Phoenix will have a population of 
approximately 4.5 million by 2020, representing a 10.3% increase from 2015.  
 
According to the W.P. Carey School of Business Greater Phoenix Blue Chip Real Estate Consensus panel, 
most sectors of real estate are expected to experience improved occupancy and growth. For Maricopa 
County and Pinal County combined, the W.P. Carey School of Business, using U.S. Census data, reported 
that single family housing permits grew 10.1% to 18,456 in 2016 versus 2015. In the City of Maricopa, 
where Global Water has its largest water and wastewater utilities, permits are up 56% year over year. 
The panel forecasts 22,115 permits in 2017 and 24,848 permits in 2018.  
 
We believe this growth rate, combined with five additional years of rate increase phase-ins, creates an 
opportunity for Global Water to meaningfully increase its active connections and revenues for the 
foreseeable future. 
 
Conference Call 
Global Water Resources will hold a conference call to discuss its fourth quarter and full year 2016 results 
later today, followed by a question and answer period.  
 
Date: Friday, March 10, 2017 
Time: 1:00 p.m. Eastern time (10:00 a.m. Pacific time) 
Toll-free dial-in number: 1-855-327-6837 
International dial-in number: 1-778-331-2160 
Conference ID: 10002519 
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The conference call will be webcast live and available for replay here as well as via a link in the Investors 
section of the company’s website at www.gwresources.com.  
 
Please call the conference telephone number five minutes prior to the start time. An operator will 
register your name and organization. If you have any difficulty connecting with the conference call, 
please contact CMA at 1-949-432-7566.  
 
A replay of the call will be available after 4:00 p.m. Eastern time today through March 24, 2017. 
 
Toll-free replay number: 1-844-512-2921 
International replay number: 1-412-317-6671 
Replay ID: 10002519 
 
About Global Water Resources 

Global Water Resources, Inc. is a leading water resource management company that owns and operates 
nine utility companies which provide water, wastewater and recycled water services. The company’s 
service areas are located primarily in growth corridors around metropolitan Phoenix. Global Water 
recycles nearly 1 billion gallons of water annually. To learn more, visit www.gwresources.com.  
 
Cautionary Statement Regarding Non-GAAP Measures 
This press release contains references to "EBITDA", Adjusted EBITDA, and Utility Revenue excluding the 
effects of the disposition of Willow Valley and Valencia. EBITDA is defined for the purposes of this press 
release as net income or loss before interest, income taxes, depreciation and amortization. Adjusted 
EBITDA is defined as EBITDA excluding the gain or loss related to (i) nonrecurring events (ii) option 
expense related to awards made to the board of directors and (iii) equity method investment. 
Management believes that EBITDA and Adjusted EBITDA are useful supplemental measures of our 
operating performance and provide meaningful measures of overall corporate performance exclusive of 
our capital structure and the method and timing of expenditures associated with building and placing our 
systems. EBITDA is also presented because management believes that it is frequently used by investment 
analysts, investors, and other interested parties as a measure of financial performance. Adjusted EBITDA 
is also presented because management believes that it provides a measure of our recurring core 
business. However, EBITDA and Adjusted EBITDA are not recognized earnings measures under accounting 
principles generally accepted in the United States of America (“U.S. GAAP”) and do not have a 
standardized meaning prescribed by U.S. GAAP. Therefore, EBITDA and Adjusted EBITDA may not be 
comparable to similar measures presented by other issuers. Investors are cautioned that EBITDA and 
Adjusted EBITDA should not be construed as an alternative to net income or loss or other income 
statement data (which are determined in accordance with U.S. GAAP) as an indicator of our performance 
or as a measure of liquidity and cash flows. Management's method of calculating EBITDA and Adjusted 
EBITDA may differ materially from the method used by other companies and accordingly, may not be 
comparable to similarly titled measures used by other companies. A reconciliation of EBITDA and 
Adjusted EBITDA to Net Income (Loss), and revenue excluding the effects of the disposition of Willow 
Valley and Valencia to revenue, the most comparable GAAP measures are included in the schedules 
attached to this press release.  
 
Cautionary Note Regarding Forward-Looking Statements  
This press release includes certain forward-looking statements which reflect the Company's expectations 
regarding future events. The forward-looking statements involve a number of assumptions, risks, 

http://public.viavid.com/index.php?id=123127
http://www.gwresources.com/
http://www.gwresources.com/
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uncertainties, and other factors that could cause actual results to differ materially from those contained 
in the forward-looking statements. These forward-looking statements include, but are not limited to, 
statements concerning, our strategy, our dividend policy, trends relating to population growth, active 
connections, regulated revenue, housing permit projections, and other statements that are not historical 
facts as well as statements identified by words such as "expects", "anticipates", "intends", "plans", 
"believes", "seeks", "estimates", or the negative of these terms, or other words of similar meaning. These 
statements are based on our current beliefs or expectations and are inherently subject to a number of 
risks, uncertainties, and assumptions, most of which are difficult to predict and many of which are 
beyond our control. Actual results may differ materially from these expectations due to changes in 
political, economic, business, market, regulatory, and other factors. Accordingly, investors are cautioned 
not to place undue reliance on any forward-looking statements, which reflect management’s views as of 
the date hereof. Factors that may affect future results are disclosed under the headings “Risk Factors” 
and “Management’s Discussion and Analysis of Financial Condition and Results of Operations” in our 
filings with the Securities and Exchange Commission (the "SEC"), which are available at the SEC's website 
at www.sec.gov.  This includes, but is not limited to, our Annual Report on Form 10-K for the year ended 
December 31, 2016 to be filed with the SEC. We undertake no obligation to publicly update any forward-
looking statement, except as required by law, whether as a result of new information, future 
developments or otherwise. 
 
Company Contact for Global Water Resources 
Michael J. Liebman  
SVP and CFO 
Tel (480) 999-5104  
mike.liebman@gwresources.com 
 
Investor Relations for Global Water Resources: 
Ron Both, CMA 
Tel (949) 432-7566 
GWRS@cma.team  
  

http://www.sec.gov/
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GLOBAL WATER RESOURCES, INC. 

CONSOLIDATED BALANCE SHEETS 

(in thousands, except share and per share amounts) 

 
 

    December 31, 2016     December 31, 2015   

ASSETS                 

PROPERTY, PLANT AND EQUIPMENT:                 

  Property, plant and equipment   $ 273,366     $ 258,244   

  Less accumulated depreciation     (72,877 )     (64,092 ) 

Net property, plant and equipment     200,489       194,152   

CURRENT ASSETS:                 

  Cash and cash equivalents     20,498       11,513   

  Accounts receivable — net     1,471       1,132   

  Due from affiliates     333       306   

  Accrued revenue     1,619       1,745   

  Prepaid expenses and other current assets     819       1,179   

  Assets held for sale     —       2,840   

Total current assets     24,740       18,715   

OTHER ASSETS:                 

  Intangible assets — net     12,772       12,772   

  Regulatory asset     110       227   

  Deposits     —       13   

  Bond service fund and other restricted cash     228       9,042   

  Equity method investment     480       821   

Total other assets     13,590       22,875   

TOTAL ASSETS   $ 238,819     $ 235,742   

LIABILITIES AND SHAREHOLDERS' EQUITY                 

CURRENT LIABILITIES:                 

  Accounts payable   $ 1,791     $ 1,322   

  Accrued expenses     7,602       5,137   

  Deferred revenue     1       11   

  Customer and meter deposits     1,482       1,706   

  Long-term debt and capital leases — current portion     25       1,994   

  Liabilities relating to assets held for sale     —       493   

Total current liabilities     10,901       10,663   

NONCURRENT LIABILITIES:                 

  Long-term debt and capital leases     114,317       102,417   

  Deferred regulatory gain - ICFA     19,740       19,730   

  Regulatory liability     7,859       7,859   

  Advances in aid of construction     61,996       61,480   

  Contributions in aid of construction — net     4,585       4,426   

  Deferred income tax liabilities, net     2,383       4,164   

  Acquisition liability     934       4,688   

  Other noncurrent liabilities     913       252   

 Total noncurrent liabilities     212,727       205,016   

 Total liabilities     223,628       215,679   

Commitments and contingencies (see Note 13)                 

SHAREHOLDERS' EQUITY:                 

Common stock, $0.01 par value, 60,000,000 shares authorized; 19,581,266 and 

18,241,746 shares 

   issued as of December 31, 2016 and December 31, 2015, respectively     196       2   

  Paid in capital     19,510       21,659   

  Accumulated deficit     (4,515 )     (1,598 ) 

Total shareholders' equity     15,191       20,063   

TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY   $ 238,819     $ 235,742   
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GLOBAL WATER RESOURCES, INC. 

CONSOLIDATED STATEMENTS OF OPERATIONS 

(in thousands, except share and per share amounts) 

 
    For the Year Ended December 31,   

    2016     2015     2014   

REVENUES:                         

Water services   $ 13,978     $ 16,320     $ 18,076   

Wastewater and recycled water services     15,740       15,020       14,112   

Unregulated revenues     81       616       371   

Total revenues     29,799       31,956       32,559   

                          

OPERATING EXPENSES:                         

Operations and maintenance     6,188       7,080       8,020   

Operations and maintenance - related party     1,853       2,179       2,398   

General and administrative     10,209       7,957       8,809   

Gain on regulatory order     —       —       (50,664 ) 

Depreciation     6,279       8,213       9,205   

Total operating expenses     24,529       25,429       (22,232 ) 

OPERATING INCOME     5,270       6,527       54,791   

                          

OTHER INCOME (EXPENSE):                         

Interest income     18       11       79   

Interest expense     (11,866 )     (8,299 )     (9,512 ) 

Gain on condemnation of Valencia     —       42,983       —   

Other     2,222       767       2,162   

Other - related party     15       (3 )     416   

Total other income (expense)     (9,611 )     35,459       (6,855 ) 

                          

INCOME (LOSS) BEFORE INCOME TAXES     (4,341 )     41,986       47,936   

INCOME TAX (EXPENSE) BENEFIT     1,489       (20,623 )     16,995   

NET INCOME (LOSS)   $ (2,852 )   $ 21,363     $ 64,931   

                          

Basic earnings (loss) per common share   $ (0.15 )   $ 1.17     $ 3.54   

Diluted earnings (loss) per common share   $ (0.15 )   $ 1.17     $ 3.54   

Dividends declared per common share   $ 0.26     $ 1.43     $ 0.20   

                          

Weighted average number of common shares used in 

the determination of:                         

Basic     19,146,534       18,297,504       18,329,441   

Diluted     19,146,534       18,297,504       18,329,441   
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Global Water Resources, Inc. 

Consolidated Statement of Operations 

(in thousands, except share and per share amounts) 
 

 
Global W ater  Resources, Inc.Conso lidated Stat ement of Operations(in  thousands, except share and per share amounts)  
                  

  For the Quarter Ended  December 31,          

      2016       2015     Change   Change %  
REVENUES:                 

Water  ser vices    $ 3,275     $ 3,182     $ 93     2.9 % 
Wastewater and recycl ed water  ser vices      3,918       3,777       141     3.7 % 

Unregul ated revenues      21       150       (129 )   -86.0 % 

Total revenues      7,214       7,109       105     1.5 % 
                  

OPERAT ING EXPENSES:                 
Operati ons and maintenance     1,419       1,473       (54 )   -3.7 % 

Operati ons and maintenance - r elated par ty     451       467       (16 )   -3.4 % 
Gener al and admi nistr ati ve     3,098       2,066       1,032     50.0 % 

Gai n on regul ator y order     —       —       —       

Depr eciation     1,528       1,687       (159 )   -9.4 % 
Total operati ng expenses      6,496       5,693       803     14.1 % 

OPERATING INCOM E     718       1,416       (698 )   -49.3 % 
                  

OTHER INCOM E (EXPEN SE):                  

Interes t i ncome     6       3       3     100.0 % 
Interes t expense     (1,271 )     (1,803 )     532     -29.5 % 

Gai n on condemnation of Valencia     (8 )     (91 )     83     -91.2 % 
Other      364       203       161     79.3 % 

Other - r elated party      85       (32 )     117     -365.6 % 
Total other i ncome ( expense)     (824 )     (1,720 )     896     -52.1 % 

                  

INCOME (LOSS) BEFOR E INCOM E TAXES     (106 )     (304 )     198     -65.1 % 
INCOME TAX ( EXPEN SE) BENEF IT      16       274       (258 )   -94.2 % 

NET INC OME (LOSS)   $ (90 )   $ (30 )   $ (60 )   200.0 % 
                  

Basic  earni ngs (loss) per common share   $ (0.00 )   $ (0.00 )         
Diluted earnings  (loss) per  common shar e   $ (0.00 )   $ (0.00 )         

                  

Weighted averag e number  of common shares used in the determi nation of:          
Basic      19,581,266       18,250,942           

Diluted     19,581,266       18,250,942           

 

 

2016 2015 Change Change %

REVENUES:

Water services 3,275$                  3,182$                  93$                       2.9%

Wastewater and recycled water services  3,918  3,777  141 3.7%

Unregulated revenues  21  150  (129) -86.0%

Total revenues  7,214  7,109  105 1.5%

OPERATING EXPENSES:

Operations and maintenance  1,419  1,473  (54) -3.7%

Operations and maintenance - related party  451  467  (16) -3.4%

General and administrative  3,098  2,066  1,032 50.0%

Gain on regulatory order  —  —  —

Depreciation  1,528  1,687  (159) -9.4%

Total operating expenses  6,496  5,693  803 14.1%

OPERATING INCOME  718  1,416  (698) -49.3%

OTHER INCOME (EXPENSE):

Interest income  6  3  3 100.0%

Interest expense  (1,271)  (1,803)  532 -29.5%

Gain on condemnation of Valencia  (8)  (91)  83 -91.2%

Other  364  203  161 79.3%

Other - related party  85  (32)  117 -365.6%

Total other income (expense)  (824)  (1,720)  896 -52.1%

INCOME (LOSS) BEFORE INCOME TAXES  (106)  (304)  198 -65.1%

INCOME TAX (EXPENSE) BENEFIT  16  274  (258) -94.2%

NET INCOME (LOSS) (90)$                     (30)$                     (60)$                     200.0%

Basic earnings (loss) per common share (0.00)$                  (0.00)$                  

Diluted earnings (loss) per common share (0.00)$                  (0.00)$                  

Weighted average number of common shares used in the determination of:

Basic  19,581,266  18,250,942

Diluted  19,581,266  18,250,942

For the Q uarter Ended December 31,
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GLOBAL WATER RESOURCES, INC. 

CONSOLIDATED STATEMENTS OF CASH FLOWS 

(in thousands) 
    For the Year Ended December 31,   

    2016     2015     2014   

CASH FLOWS FROM OPERATING ACTIVITIES:                         

  Net (loss) income   $ (2,852 )   $ 21,363     $ 64,931   

Adjustments to reconcile net (loss) income to net cash provided by 

operating activities:                         

    Deferred compensation     2,776       798       1,361   

    Depreciation     6,279       8,213       9,205   

    Write-off of debt issuance costs     2,165       282       696   

    Amortization of deferred debt issuance costs and discounts     428       204       334   

Gain on condemnation of Valencia     —       (42,983 )     —   

    Gain on sale of Loop 303 contracts     —       (296 )     —   

Loss on sale of Willow Valley     54       176       —   

(Gain) loss on equity investment     340       329       (144 ) 

Gains on regulatory order     —       —       (50,664 ) 

Other (gains) and losses     (978 )     —       (50 ) 

    Provision for doubtful accounts receivable     70       69       83   

    Deferred income tax benefit (expense)     (1,610 )     20,561       (16,995 ) 

Changes in assets and liabilities:                         

      Accounts receivables     (409 )     125       26   

  Other current assets     (415 )     (2,241 )     0   

      Accounts payable and other current liabilities     (4,087 )     (2,502 )     (227 ) 

      Other noncurrent assets     117       147       34   

      Other noncurrent liabilities     17       —       3,056   

Net cash provided by operating activities     1,895       4,245       11,646   

                          

CASH FLOWS FROM INVESTING ACTIVITIES:                         

  Capital expenditures     (8,588 )     (3,355 )     (1,655 ) 

  Proceeds from the condemnation of Valencia     —       55,107       —   

  Proceeds from the sale of Willow Valley     2,254       —       —   

  Withdrawals (deposits) of restricted cash, net     154       (70 )     198   

  Cash received from the sale of Loop 303 Contracts     —       296       —   

  Cash advance to related party     —       (12,745 )     —   

  Repayment of related party cash advance     —       12,745       —   

  Other cash flows from investing activities     13       (6 )     26   

Net cash (used in) provided by investing activities     (6,167 )     51,972       (1,431 ) 

                          

CASH FLOWS FROM FINANCING ACTIVITIES:                         

  Loan borrowings     115,000       —       21,800   

  Repayments of bond debt     (106,695 )     (1,775 )     (12,347 ) 

  Deposits in bond service fund     —       —       (1,000 ) 

  Proceeds withdrawn from bond service fund     8,825       1,001       626   

  Proceeds from sale of stock     8,372       —       —   

  Payments of offering costs for sale of stock     (2,823 )     —       —   

  Payment of Sonoran acquisition liability     (2,800 )     —       —   

  Loan repayments     —       (21,719 )     (10,390 ) 

  Principal payments under capital lease     (378 )     (99 )     (105 ) 

  Debt issuance costs paid     (760 )     —       (346 ) 

  Advances in aid of construction     346       357       365   

  Dividends paid     (5,036 )     (27,607 )     (3,454 ) 

  Share repurchase     —       (464 )     —   

  Refunds of advances for construction     (794 )     (975 )     (747 ) 

Net cash provided by (used in) financing activities     13,257       (51,281 )     (5,598 ) 

INCREASE IN CASH AND CASH EQUIVALENTS     8,985       4,936       4,617   

CASH AND CASH EQUIVALENTS — Beginning of period     11,513       6,577       1,960   

CASH AND CASH EQUIVALENTS – End of period   $ 20,498     $ 11,513     $ 6,577   
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A reconciliation of net income (loss) to EBITDA and adjusted EBITDA in the three months ended December 31, 

2016 and 2015 is as follows (in thousands):  

  
A reconciliation of net loss to EBITDA and adjusted EBITDA for year ended December 31, 2016 and 2015 is as 

follows (in thousands): 

  
  

2016 2015 Change Change %

Net Income (90)$                      (30)$                      (60)$             200%

Income tax expense  (16)  (274)  258 -94%

Interest income  (6)  (3)  (3) 100%

Interest expense  1,271  1,803  (532) -30%

Depreciation  1,528  1,687  (159) -9%

EBITDA 2,687$                  3,183$                  (496)$           -16%

Gain on sale of Valencia  —  91  (91) -100%

Board option expense  265  —  265 100%

Equity investment loss  7  118  (111) -94%

EBITDA Adjustments  272  209  63 30%

Adjusted EBITDA 2,959$                  3,392$                  (433)$           -13%

Three Months Ended December 31,

2016 2015 Change Change %

Net (Loss) Income (2,852)$                 21,363$                (24,215)$     -113%

Income tax (benefit) expense  (1,489)  20,623  (22,112) -107%

Interest income  (18)  (11)  (7) 64%

Interest expense  11,866  8,299  3,567 43%

Depreciation  6,279  8,213  (1,934) -24%

EBITDA 13,786$                58,487$                (44,701)$     -76%

Gain on sale of Valencia  —  (42,983)  42,983 -100%

Loss on sale of Willow Valley  54  176  (122) -69%

Board option expense  648  —  648 100%

Gain on sale of Sonoran acquisition liability  (954)  —  (954) 100%

Gain on sale of Loop 303 Contracts  —  (296)  296 -100%

Equity investment loss  340  330  10 3%

EBITDA Adjustments  88  (42,773)  42,861 -100%

Adjusted EBITDA 13,874$                15,714$                (1,840)$       -12%

For the Year Ended December 31,
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Reconciliation of Total Revenues to Adjusted Revenue 

 

  

  
Reconciliation of Utility Revenue to Adjusted Utility Revenue 

 

  

  
 

  

2016 2015 Change % Change

Water services 3,275$                    3,182$                    93$                         2.9%

Wastewater and recycled water services  3,918  3,777  141 3.7%

Unregulated revenues  21  150  (129) -86.0%

Total revenues 7,214$                    7,109$                    105$                       1.5%

Valencia Water Company water revenue  —  —  —

Willow Valley water revenue  —  (189)  189 -100.0%

Adjusted revenue 7,214$                    6,920$                    294$                       4.2%

Three Months Ended December 31,

(in thousands)

2016 2015 Change % Change

Water services 13,978$                  16,320$                  (2,342)$                  -14.4%

Wastewater and recycled water services  15,740  15,020  720 4.8%

Unregulated revenues  81  616  (535) -86.9%

Total revenues 29,799$                  31,956$                  (2,157)$                  -6.7%

Valencia Water Company water revenue  —  (3,265) 3,265                      -100.0%

Willow Valley water revenue  (306)  (782) 476                         -60.9%

Adjusted revenue 29,493$                  27,909$                  1,584$                    5.7%

For the Year Ended December 31,

(in thousands)

2016 2015 Change % Change

Water services 3,275$                    3,182$                    93$                         2.9%

Wastewater and recycled water services  3,918  3,777  141 3.7%

Utility revenue 7,193$                    6,959$                    234$                       3.4%

Valencia Water Company water revenue  —  —  —

Willow Valley water revenue  — (189)                       189                         -100.0%

Adjusted utility revenue 7,193$                    6,770$                    423$                       6.2%

Three Months Ended December 31,

(in thousands)

2016 2015 Change % Change

Water services 13,978$                  16,320$                  (2,342)$                  -14.4%

Wastewater and recycled water services  15,740  15,020  720 4.8%

Utility revenue 29,718$                  31,340$                  (1,622)$                  -5.2%

Valencia Water Company water revenue  —  (3,265) 3,265                      -100.0%

Willow Valley water revenue  (306)  (782) 476                         -60.9%

Adjusted utility revenue 29,412$                  27,293$                  2,119$                    7.8%

For the Year Ended December 31,

(in thousands)
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A reconcil iation of net income (loss) to EBITD A and  adjust ed EBITD A in the three months ended D ecember 31, 2016 and 2015 is as follows (in  thousands): 
  

    Three Months Ended  December 31,          

      2016       2015     Change   Change %  
Net Income   $    (90 )   $    (30 )   $    (60 )   200 % 

Income tax expense     (16 )     (274 )     258     -94 % 
Interes t i ncome     (6 )     (3 )     (3 )   100 % 

Interes t expense     1,271       1,803       (532 )   -30 % 
Depr eciation     1,528       1,687       (159 )   -9 % 

EBITD A   $    2,687     $    3,183     $    (496 )   -16 % 

Gai n on sal e of Valencia     —       91       (91 )   -100 % 
Board opti on expense     265       —       265     100 % 

Equity i nvestment l oss      7       118       (111 )   -94 % 
EBITDA Adjus tments      272       209       63     30 % 

Adj usted EBITD A   $    2,959     $    3,392     $    (433 )   -13 % 

  
A reconcil iation of net loss to EBITD A and adjust ed EBITD A for  year ended D ecember 31, 2016 and  2015 is as fo llows (in thousands):  

  
    For the Year Ended  December 31,          

      2016       2015     Change   Change %  
Net (Loss) Income   $    (2,852 )   $    21,363     $    (24,215 )   -113 % 

Income tax (benefit) expense     (1,489 )     20,623       (22,112 )   -107 % 

Interes t i ncome     (18 )     (11 )     (7 )   64 % 
Interes t expense     11,866       8,299       3,567     43 % 

Depr eciation     6,279       8,213       (1,934 )   -24 % 
EBITD A   $    13,786     $    58,487     $    (44,701 )   -76 % 

Gai n on sal e of Valencia     —       (42,983 )     42,983     -100 % 

Loss on sal e of Willow Valley     54       176       (122 )   -69 % 
Board opti on expense     648       —       648     100 % 

Gai n on sal e of Sonoran acquisiti on liability     (954 )     —       (954 )   100 % 
Gai n on sal e of Loop 303 C ontracts      —       (296 )     296     -100 % 

Equity i nvestment l oss      340       330       10     3 % 
EBITDA Adjus tments      88       (42,773 )     42,861     -100 % 

Adjust ed EBITD A   $    13,874     $    15,714     $    (1,840 )   -12 % 

 

Reconciliation of Total Rev enues to  Adjusted  Revenue  
                  

    Three Months Ended  December 31,          
      2016        2015     Change   % Change 

    (in thousands)          
Water  ser vices    $ 3,275     $ 3,182     $ 93     2.9 % 

Wastewater and recycl ed water  ser vices      3,918       3,777       141     3.7 % 

Unregul ated revenues      21       150       (129 )   -86.0 % 
Total revenues   $ 7,214     $ 7,109     $ 105     1.5 % 

Val enci a Water Company water  revenue     —       —       —       
Willow Valley water r evenue     —       (189 )     189     -100.0 % 

Adjust ed revenue   $ 7,214     $ 6,920     $ 294     4.2 % 

                  
          

    For the Year Ended  December 31,          
      2016        2015     Change   % Change 

    (in thousands)          
Water  ser vices    $ 13,978     $ 16,320     $ (2,342 )   -14.4 % 

Wastewater and recycl ed water  ser vices      15,740       15,020       720     4.8 % 

Unregul ated revenues      81       616       (535 )   -86.9 % 
Total revenues   $ 29,799     $ 31,956     $ (2,157 )   -6.7 % 

Val enci a Water Company water  revenue     —       (3,265 )     3,265     -100.0 % 
Willow Valley water r evenue     (306 )     (782 )     476     -60.9 % 

Adjust ed revenue   $ 29,493     $ 27,909     $ 1,584     5.7 % 

 

Reconciliation of Ut ilit y R evenue to Adjust ed Utilit y Rev enue  

                  

    Three Months Ended  December 31,          
      2016        2015     Change   % Change 

    (in thousands)          
Water  ser vices    $ 3,275     $ 3,182     $ 93     2.9 % 

Wastewater and recycl ed water  ser vices      3,918       3,777       141     3.7 % 

Utilit y rev enue   $ 7,193     $ 6,959     $ 234     3.4 % 
Val enci a Water Company water  revenue     —       —       —       

Willow Valley water r evenue     —       (189 )     189     -100.0 % 
Adjust ed util it y rev enue   $ 7,193     $ 6,770     $ 423     6.2 % 

                            
              

    For the Year Ended  December 31,          

      2016        2015     Change   % Change 
    (in thousands)          

Water  ser vices    $ 13,978     $ 16,320     $ (2,342 )   -14.4 % 
Wastewater and recycl ed water  ser vices      15,740       15,020       720     4.8 % 

Utilit y rev enue   $ 29,718     $ 31,340     $ (1,622 )   -5.2 % 

Val enci a Water Company water  revenue     —       (3,265 )     3,265     -100.0 % 
Willow Valley water r evenue     (306 )     (782 )     476     -60.9 % 

Adjust ed util it y rev enue   $ 29,412     $ 27,293     $ 2,119     7.8 % 

 
Exhibit 99.2 

 
 



Global Water Resources, Inc. – Fourth Quarter and Full Year 2016 Conference Call, March 10, 2017 

1 
ViaVid has made considerable efforts to provide an accurate transcription. There may be material errors, omissions, or inaccuracies in the 
reporting of the substance of the conference call. This transcript is being made available for information purposes only. 

1-888-562-0262   1-604-929-1352    www.viavid.com 

 

 

 
 

CORPORATE PARTICIPANTS 
 

 
Jeff Risenmay, Controller 

 
Ron Fleming, President and Chief Executive Officer 

 
Mike Liebman, Senior Vice President and Chief Financial Officer 

 

PRESENTATION 

Operator: 

 
Good morning, ladies and gentlemen. Thank you for standing by. Welcome to the Global Water Resources 

Inc. 2016 Fourth Quarter and Year End Conference Call.  At this time, all participants are in listen-only 

mode.  Following the presentation, we will conduct a question-and-answer session.  Instructions will be 

provided at that time for you to queue up for questions. If anyone has any difficulties during the conference, 

please press star, zero, for Operator assistance at any time.  I would like to remind everyone that this call 

is being recorded on March 10, 2017 at 1:00PM Eastern time. 

 
I would now like to turn the conference over to Jeff Risenmay, Controller. Please go ahead. 

 
Jeff Risenmay: 

 
Good morning, everyone, and thank you for joining us on today’s call.  Today, we issued our 2016 fourth 

quarter and year-end financial results by press release, a copy of which is available on our website at 

www.gwresources.com. Speaking today is Ron Fleming, President and Chief Executive Officer and Mike 

Liebman, Chief Financial Officer. Mr. Fleming will summarize the key events of the fourth quarter and year 

ended 2016 and the subsequent highlights for post quarter both. Next, Mr. Liebman will review the financial 

results for the three months and the year ended December 31, 2016. Mr. Fleming and Mr. Liebman will be 

available for questions at the end of the call. 

 
Before we begin, I’d like to remind you that certain information presented today may include forward-looking 

statements.  Such statements reflect the Company’s current expectations, estimates, projections and 

assumptions regarding future events. These forward-looking statements involve a number of assumptions, 

risks, uncertainties, estimates, and other factors that could cause actual results to differ materially from 

those contained in the forward-looking statements. Accordingly, investors are cautioned not to place undue 

reliance on any forward-looking statements which reflect Management’s views as of the date hereof and 

are not guarantees of future performance.  For additional information regarding factors that may affect 

future results, please read the sections “Risk Factors” and “Management’s Discussion and Analysis of 

Financial Condition and Results of Operations”, which are included within the Form 10-K filed with the SEC 

earlier today. Such filings are available at  www.sec.gov. 
 

Certain non-GAAP measures may be included within today’s call.  For a reconciliation of these measures 

to the comparable GAAP financial measures, please see the tables included in today’s earnings release, 

which is available on our website. Unless otherwise stated, all amounts discussed are in US dollars. 

 
I’ll now turn the call over to Mr. Ron Fleming. 
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Ron Fleming: 

 
Thank you, Jeff. Good morning, everyone, and thank you for joining us today. We’re very pleased to report 

the results of our fourth quarter and year end 2016, which was a milestone year for Global Water, after the 

successful conclusion to our multi-year strategic plan to return Global Water to a place of strength and 

opportunity.  Before Mike reviews the financial highlights for the last time, I will once again review the 

importance of the strategic initiatives completed this year. 

 
As previously announced, early this year, we completed a series of transactions that resulted in the merger 

of GWR, Global Water Resources Corp., the entity publicly traded on the Toronto Stock Exchange with and 

into Global Water Resources Inc., and a concurrent IPO on that deck.  The transaction was part of our 

overall plan to simplify the corporate structure by eliminating one level of holding company ownership; 

refinance our outstanding tax-exempt bonds on more favorable terms; improve liquidity for shareholders; 

and have a single, governing jurisdiction in the US, where all of our assets, operations and employees of 

the business are located. 

 
Subsequent to the successful merger and IPO, we announced execution of a no-purchase agreement to 

refinance our existing long-term tax-exempt bonds, improve free cash flow, and provide additional liquidity 

to the Company.  This transaction closed on June 24, 2016.  Further, with a portion of the proceeds from 

the debt refinancing, we negotiated an early payment option for our remaining payment due under the 

Sonoran Utilities purchase agreement, which was a competitor within the City of Maricopa service area that 

we acquired in 2006.  The final payment was due to Sonoran in October of 2018.  However, making this 

early payment resulted in a $950,000 reduction to the payment cost. 

 
Moving on, as you will recall, another key component of the overall strategic plan was to sell non-core 

assets and focus the Company back on our large-service areas and business model, where we are an 

integrated service provider for water, waste water, and recycled water.  This was the driver behind our 

agreement to settle the Valencia condemnation on attractive terms in 2015 and sell the assets of Willow 

Valley Water Company, which closed and funded on May 9. 

 
Further, we were successful in receiving a very meaningful private letter ruling from the IRS.  Specifically, 

as it pertains to the proceeds stemming from the Valencia condemnation, the IRS ruled that we can make 

capital investments in our existing utilities, both water and waste water, which would qualify under IRC 

Section 1033, reinvestment requirements for deferral of income tax on the gain realized. 

 
For Global Water, we look at the ruling the following way: generally, our Valencia tax rate on the 

approximate $52 million gain currently stands at roughly 38%.  So, to the extent we may qualify in capital 

investments that will allow us to defer the gain and reduce the associated tax payment by approximately 

38%. The time horizon to make these capital investments is two years from the end of the tax year in which 

the gain was realized.  The event occurred in July 2015, so the tax year of the gain is 2015, allowing for 

such investments through the end of calendar year 2017. We will request a single one year extension from 

the IRS, although an approval is not certain. 

 
We have made significant capital investments in our territories within the last 13 years and, because this 

infrastructure is relatively new, we do not expect comparable capital investments to be required in the near 

term, either for growth or to maintain the existing infrastructure. Nevertheless, like all utilities, we have an 

established five-year capital improvement plan to make targeted capital investments to repair and replace 

existing infrastructure as needed, address operating redundancy requirements and improve the overall 

financial performance of the Company by lowering expenses, increasing revenue, and recognizing a portion 

of a deferred ICFA revenue. 

 
Considering the favorable private letter ruling, it makes sense to accelerate as much of the five-year capital 

improvement program as possible, which we have done for items that qualify under the IRC section 1033 
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reinvestment criteria and will defer the tax liability to the maximum extent possible.  It is important to note 

that the projected change in cash flow from the debt refinance, roughly $20 million over five years, would 

itself be almost sufficient to cover the accelerated capital improvement plan. 

 
Although not part of the PLR, in addition to making capital investments, we can also make acquisitions of 

other like-kind properties, such as water and waste water utilities that would qualify under IRC section 1033 

to similarly defer the gains and the taxes.  The time horizon to make these qualifying acquisitions is three 

years from the end of the tax year in which the gain is realized, with the ability to apply to the IRS for 

extensions in one year increments. Based on experience, we believe we have up to five years to defer the 

gain in this regard, taking the timeline for these opportunities through 2020.  Because it is unlikely that our 

accelerated capital improvement program can defer the tax liability fully and because there are potentially 

acquisition opportunities that can be accreted to our core business, we have begun to analyze such 

opportunities. 

 
On an important related note, in 2016, there was significant positive development for the water industry 

within the state of Arizona, as it pertains to the Arizona Corporation Commission and the regulatory climate 

in which we operate. On July 25, 2016, after a series of water workshops at Global Water that many other 

utilities participated in, the Commission issued an order recommending numerous policy reforms.  These 

reforms are intended to establish improved policies and procedures in the following areas: small water 

company rate cases; improved rate design; cost of capital reform; and, finally, water utility acquisition 

process and consolidation of small water utilities.  On this last item, the specific purpose of the reforms 

pertains to elimination of unnecessary regulatory burdens on certain types of transactions and establish a 

policy for rate consolidation and direct incentive for acquisition. 

 
On August 8, 2016, the Arizona Supreme Court also issued a critical opinion pertaining to a case about the 

scope of the Commission’s power and, specifically, about the constitutionality of the Commission’s adopted 

System Improvement Benefit surcharge mechanism, or SIB for short. Referred to in most other states and, 

generally, within the industry as a DSIC or Distribution System Improvement Charge. Arizona’s Residential 

Utility Consumer Office or RUCO had challenged the legality of the SIB. The case ultimately made its way 

to the Arizona Supreme Court, which ruled that establishing a SIB was within the powers of the Commission 

and, in the opinion, made it clear that the Commission has broad constitutional powers in setting rates. 

 
While not all of these items are applicable to Global Water today, the importance of the water workshops 

and the subsequent commission order on policy reforms and the reaffirming of the SIB clearly indicate that 

the state of Arizona is dedicated to improving the regulatory climate and encouraging common sense 

progressive reforms that will assist in consolidation, reduction of regulatory lag and providing a fair 

opportunity for utilities of all sizes to earn their authorized rate of return. 

 
To summarize the private letter ruling and the Company’s overall progress, combined with improving 

economic conditions and regulatory climates in Arizona, means that we are well-positioned to capitalize on 

strategic acquisition opportunities.  That’s why Global Water’s immediate growth strategy for its regulated 

water, waste water, and recycled water business will remain driven by increased service connections, 

continued operating efficiencies and utility rate increases approved by the Arizona Corporate Commission. 

Global Water now has returned to its original mission to also aggregate water and waste water utilities, 

allowing our customers and the Company to realize the benefits of consolidation, regionalization and 

environmental stewardship, which we will pursue as the opportunities arise. 

 
Before turning the call over to Mike to review our 2016 financial performance, I want to highlight a few 

additional items. I would like to remind everyone that our proved rate order for our operating utilities allows 

for rate increases to be phased in every year on January 1 of each year until the year 2021.  The second- 

rate increase took effect on January 1 of 2016, which provided approximately $1 million of additional 

revenue in 2016. 
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In addition to the annual phase-in of new rates, our utilities have seen steady, consistent, organic growth 

since January of 2009.  Excluding the impact of the Valencia and Willow Valley operations, Global Water 

experienced positive growth and new connections in reestablishing service on previously vacant homes. 

As of December 31, 2016, active service connections increased by 1,115 to 37,387 compared to 36,272 as 

of December 31, 2015. This represents an annualized increase of 3.1%.  The Company’s vacancy rate is 

now at 1.7%, after reaching a peak of 11.2% in February of 2009. 

 
Metro Phoenix single family permit data remains very strong.  Approximately 18,456 permits were issued 

in 2016, more than a 10% increase over last year. Experts project more than 22,000 permits for 2017 and 

nearly 25,000 permits for 2018, representing an additional 40% of growth over the next two years. For the 

City of Maricopa submarket, it continues to grow faster than Metro Phoenix, as the year-end permit totals 

stand at a 56% year-over-year increase. Additionally, finished lot activity is up substantially in our utilities, 

as more and more homebuilders are acquiring the finished lot inventory from developers and investors and 

putting new partials into home construction. 

 
All of this confirms our long-held position that, as Metro Phoenix returns to more normalized permit volumes 

which, historically, have been north of 30,000 permits for years, this will quickly consume finished lot 

inventory in the major suburbs and we will continue to see more of the market share of this activity based 

on our significant available lot inventory. In short, we think the next three to five years could see very strong 

organic growth. 

 
In conclusion, Global is continuing to realize meaningful results on all of the numerous initiatives 

successfully completed, which was very evident this year.  Our competitive advantages remain the same: 

large and growing service areas, strong revenue growth rates, the ability to leverage existing capacity and 

strong free cash flow. Combined with strategic capital investment opportunities, we believe we will continue 

to provide meaningful returns to our shareholders. 

 
I will now turn the call over to Mike. 

 
Mike Liebman: 

 
Thank you, Ron. Hello, everyone. Our discussion today refers to the consolidated financial information of 

the US company, Global Water Resources Inc., and all amounts discussed are in US dollars.   As a 

reminder, total revenues consist of both utility revenue, which is water, waste water, and recycled water 

services, as well as other unregulated revenues. 

 
Total revenues for 2016 declined by $2.2 million or 6.7%, going from $32 million in 2015 to $29.8 million in 

2016.  Specifically, utility revenue was down by $1.6 million or 5.2% and unregulated revenue was down 

by $535,000.  The decline in utility revenue was primarily a result of the disposition of both Valenc ia and 

Willow Valley.  Adjusting for the Valencia and Willow Valley divestitures, adjusted revenues in 2016 were 

$29.5 million compared to $27.9 million in 2015. This represents an increase of $1.6 million or 5.7% year- 

over-year. Adjusted utility revenue was up $2.1 million or 7.8% in 2016 versus 2015. This increase is due 

to increased rates pursuant to the 2014 rate order, 3.1% organic connection growth and higher consumption 

in 2016. 

 
Operating expenses in 2016 were $24.5 million compared to $25.4 million in 2015.  While this reflects a 

$930,000 improvement, the breakdown is that 1) operating and maintenance expense was down $1.2 

million, primarily as a result of the Valencia and Willow dispositions; 2) depreciation expense was $1.9 

million lower, primarily due to the disposition of Valencia and Willow Valley as well; and 3) general and 

administrative expense was higher by $2.2 million, primarily due to the increase in deferred and board 

compensation, as well as the incremental costs associated with the GWRC merger in becoming a US public 

company. 
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Turning to net income, Global Water had a net loss in 2016 of $2.9 million compared to net income of $21.4 

million in 2015.  This decline is primarily due to the large gain on the disposition of Valencia in 2015, 

combined with the lost revenue associated with the disposition of Valencia.  Additionally, we incurred the 

higher interest cost associated with the debt refinance in Q2 of 2016, where we took a $3.2 million interest 

expense for the prepayment penalty of the loan and a $2.1 million interest expense for the write-off of 

deferred financing fees.  These were offset by the previously mentioned increases in revenue from higher 

rates, organic connection growth, and higher consumption.  Additionally, we generated $954,000 of other 

income associated with the discounted early payoff of our Sonoran acquisition liability and $585,000 in 

higher Buckeye royalties. 

 
Adjusted EBITDA, adjust for non-recurring events, option expense related to awards made to the Board of 

Directors and our equity investment in FATHOM. In 2016, Adjusted EBITDA was $13.9 million compared 

to $15.7 million in 2015.  This is a $1.8 million reduction and is primarily driven by 1) the lost EBITDA 

associated with Valencia operations; 2) higher stock-based compensation expense; and 3) US public 

company costs incurred in 2016.  These were offset, again, by higher rates, organic connection growth, 

increased consumption and lower personnel costs.   Specifically, it’s worth pointing out that deferred 

compensation expense was $1.3 million higher in 2016 over 2015, primarily due to the 67% increase in 

stock price we received during 2016. 

 
That concludes the update for 2016 results. I will now pass the call back to Ron. 

 
Ron Fleming: 

 
Thank you, Mike.  So, in closing, I want to clearly address the question of what we will focus on.  Global 

Water will take a disciplined approach to growth and value creation through the following means: we will 

work to grow recurring EBITDA by driving top-line revenue growth while creating operational efficiencies 

and aggressively managing controllable expenses so that revenue growth drops to the bottom line; we 

intend to use cash-on-hand to make targeted capital improvements that increase revenue, reduce 

expenses, build rate base and allow for recognition of deferred revenue, while having the added benefit of 

deferring the Valencia condemnation tax liability by approximately 38% for each offsetting investment; we 

will further look to defer the Valencia condemnation tax liability by replacing assets through accretive 

acquisitions with consolidation benefits; and finally, we will routinely analyze our dividend policy with the 

commitment to grow reoccurring dividend as we execute the plan. This commitment was demonstrated by 

the multiple dividend increases in 2016. 

 
That concludes our prepared remarks. Thank you. Mike and I are now available to answer your questions. 

 
Operator: 

 
We will now begin the question-and-answer session. To join the question queue, you may press star, then 

one on your telephone keypad.   You will hear a tone acknowledging your request.   If you’re using a 

speakerphone, please pick up your handset before pressing any key.  To withdraw your question, please 

press star, then two.  We will pause for a moment as callers join the queue.  Once again, if you have a 

question, please press star, then one. 

 
This concludes the question-and-answer session. I would now like to turn the conference back over to Ron 

for any closing remarks. 

 
Ron Fleming: 

 
All right. Thank you, Operator. I just want to thank everyone for joining us today and your continued interest 

in Global Water. Thanks, and we look forward to speaking with you again. 
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Operator: 

 
This concludes today’s conference call.  You may disconnect your lines.  Thank you for participating and 

have a pleasant day. 
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