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UNITED WATER RHODE ISLAND, INC. 

List of the Water Utility Proxy Companies 

         Company 
Safety 
Rating 

Financial 
Strength Beta 

2013 
Common 

Equity 
   Ratio* 

1. American States Water 2 A 0.70 57.0% 

2. Aqua American 2 B++ 0.60 50.0 

3. American Water Works 3 B  + 0.65 46.0 

4. California Water 3 B++ 0.65 58.0 

5. Connecticut Water 3 B+ 0.75 50.5 

6. Middlesex Water 2 B++ 0.70 57.0 

7. SJW Corporation 3 B+ 0.85 45.5 

8. York Water   2    B+ 0.70 55.0 

Average 2.5 -- 0.70 52.4% 

* The common equity ratio excludes short-term debt (and current maturities of long-term
debt).  Actual 2013 equity ratio including short-term debt and current maturities averages 49.6
percent.

Source:  Value Line Investment Survey, October 18, 2013. 
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-RegulaRt daUuUaURi  ds

-Ta xrefxo mi sxrcmd trnTdmgr efx irsdfxv ,bd
mouTsd gTxmri ,p sfouTtp

STR hUtR wlreUre aln uReUiulaUxr oliiRt pb aTR ds yxrewRii xr CRDRcpRw m20 m2,1 Dga aTR

ialagaxwb DxwoxwlaR aln wlaR ax m,7 %wxc f375 STR uReUiulaUxr hli pwxltub DwRtUa oxiUaU.R %xw

DxwoxwlaR DliT %uxhi pga %xw wRegulaRt Ur.Riaxw xhrRt gaUuUaURi0 hTUDT UrDugtR RuRDawUD0 eli

lrt hlaRw gaUuUaURi0 aTR R%%RDa hli aTR xooxiUaR5

v -Th ehlgiesagto gi nchrga ohlsagdh vtc godhiatc tfohr wagegaghiu » uxhRw aln wlaR hUuu

wRtgDR aTR tU%%RwRrDR pRahRRr aTR lcxgra aTla gaUuUaURi DxuuRDa %wxc wlaR olbRwi ax Dx.Rw

alnRi lrt aTRUw olbcRrai ax aln lgaTxwUaURi0 wRtgDUre DliT %uxh5

v -s. chvtcx gi ohwacse vtc hscogoli mwa ohlsagdh vtc nsiT vetfu daUuUaURi DxuuRDa

wR.RrgR pliRt xr pxxA aln pga DliT aln Ui cgDT uxhRw5 » uxhRw aln wlaR uxhRwi wR.RrgR0

hTUuR uxii x% pxrgi tRowRDUlaUxr UrDwRliRi DliT aln5

v bsiT vetf at rhma csagt ntwer rhnegoh mC y15 015 msigi 2tgoaiu kR RiaUclaR aTla

wRegulaRt gaUuUaURi Dxgut RnoRwURrDR l tRDuUrR Ur aTR wlaUx x% DliT %uxh %wxc xoRwlaUxri

owR hxwAUre DloUalu ax tRpa Wy(F owR kyOtRpa/ x% ,32 poi ax m32 poi0 liigcUre rx

DxwwRDaU.R lDaUxr Ui alARr5

v pagegaghi fgaT fhsUhc aTso h.2hnahr vgosongsei sch xtia svvhnahru STR oxaRraUlu

%xw uxhRw DliT %uxhi Tgwai aTR DwRtUa owx%UuR x% rgcRwxgi wRegulaRt gaUuUaURi aTla luwRltb

Tl.R hRlARrUre %UrlrDUlu owx)RDaUxri5 jl)xw TxutUre DxcolrURi l%%RDaRt UrDugtR »cRwUDlr

MuRDawUD ExhRw yxcolrb W»ME0 Pll, ialpuR/0 yxrixuUtlaRt MtUixr0 BrD5 WyxrMt »f

rRelaU.R/0 CxcUrUxr MrRweb WCxcUrUxr0 Pllm rRelaU.R/0 CgAR MrRweb yxwoxwlaUxr WCgAR0

Pll, rRelaU.R/0 MraRweb yxwoxwlaUxr WMraRweb0 Pllm rRelaU.R/ lrt STR sxgaTRwr yxcolrb

WsxgaTRwr0 Pllm rRelaU.R/5

v ktia wagegaghi sch iagee fhee 2tigagtohr fgaTgo aThgc nchrga 2ctvgehiuSTR .lia cl)xwUab

x% gaUuUaURi lrt aTRUw TxutUre DxcolrURi lwR hRuu oxiUaUxrRt hUaTUr aTRUw DwRtUa owx%UuRi

aTlrAi ax igooxwaU.R wRegulaxwb wRulaUxriTUoi lrt l DloUalu iawgDagwR plulrDRt pRahRRr

pxaT tRpa lrt RIgUab5
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FINANCIAL FOCUS

Average utility equity ratio rises slightly, possibly from tax 
reform fallout
Tuesday, June 26, 2018 12:47 PM ET 

By Dennis Sperduto

Some provisions of the tax reform legislation that was enacted in December 2017 have 
relatively obvious financial implications for utilities. For instance, rate regulated utilities 
will, with very few exceptions, be required to lower customer rates to account for the 
reduced tax expense due to the decline in the corporate tax rate to 21% from 35%. In 
addition, the corporate tax rate reduction will require utilities to recalculate their 
deferred income tax balances at the new lower rate, which will lead to the companies 
having reduced deferred income tax balances.

One of the not-so-apparent implications of the tax reform legislation is that utility credit 
metrics will likely experience some strain due to the lower customer rates, revenues 
and cash flows resulting from the corporate tax rate reduction. Utilities can offset the 
pressure to their credit metrics in several ways. One approach is to reduce capital 
expenditures, which, while not increasing earnings or cash flow or rates, would 
conserve funds and counteract the strain on credit metrics. However, data contained in 
a RRA Financial Focus report that was published on April 20, Utility Capital 
Expenditures Update, indicates that a pullback in utility CapEx plans has not occurred.

Another approach is that utilities can petition regulators for an increase in their 
authorized equity returns as a means of offsetting the negative credit ramifications of 
the new tax law. In addition, the companies can increase the equity components of their 
capital structures which, when approved by regulators, would serve to increase rates, 
earnings, and cash flow.

This article examines capital structure data contained in a June 20 Financial Focus Quality Measures report for 83 utility 
operating companies. The data indicates that the average equity component of capital increased slightly for this group 
of companies, from 50.1% at year-end 2017 to 50.3% at the conclusion of 2018's first quarter. We note that the three 
months covered by the Quality Measures report that have elapsed since the new tax law became effective on Jan. 1, 
represent a short time frame in which to evaluate whether any significant trend has emerged. However, as the data 
indicates, a trend, albeit a slight one, may have commenced in the first quarter of 2018. We expect this nascent trend 
toward increased equity ratios to garner at least modest momentum in the remainder of 2018, given the anticipated 
pressure on utility credit metrics.

<<< Read the full report >>>
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