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I. INTRODUCTION

PLEASE STATE YOIIR NAMEO TITLE AND BUSINESS ADDRESS.

My name is Richard A. Polich. I am a Managing Director at GDS Associates, [nc.

("GDS"). My business address is 1850 Parkway Place, Suite 800, Marietta,

Georgia, 30067.

WHAT ARE YOUR DUTIES AND RESPONSIBILITIES AT GDS

ASSOCIATES?

My primary duties are within GDS's Power Supply Planning Department. While

employed by GDS, I have provided consulting services for areas such as:

o Generation Asset Management,
o Engineering analysis of generation projects,
o Engineering evaluation of waste to energy projects,
o Energy management consulting services,
o Nuclear decommissioning cost evaluation,
o Modular nuclear project cost evaluation,
o Renewable energy project cost assessment and economic evaluation,
o Testimony on rate of return, cost of service, regulatory disallowances,

determination of prudence, revenue requirements and plant in service, and
o Review of generation project design and construction.

MR. POLICH, PLEASE SUMMARIZE YOUR FORMAL EDUCATION.

I graduated from the University of Michigan - Ann Arbor in August 1979 with a

Bachelor of Science Engineering Degree in Nuclear Engineering and a Bachelor

of Science Engineering Degree in Mechanical Engineering.
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PLEASE BRIEFLY DESCRIBE YOUR PROFESSIONAL EXPERIENCE.

I have over 40 years of work experience in the energy sector, performing duties

and services for a mynad of companies and organizations, and representing the

interests of private and public constituencies throughout the country.

In May 1978, I joined Commonwealth Associates, Inc., located in Jackson,

Michigan, as a Graduate Engineer and worked on several plant modification and

new plant construction projects.

In May 1979, I joined Consumers Power Inc., (now called Consumers

Energy), located in Jackson, Michigan, as an Associate Engineer in the Plant

Engineering S ervices Department.

In April 1980, I transferred to the Midland Nuclear Project and progressed

through various job classifications to Senior Engineer. I was also part of a small

team that evaluated the potential to repower the nuclear steam turbine with

combustion turbines. One of my responsibilities was to provide the initial thermal

design for the combined cycle project, utilizing one of the two existing nuclear

steam turbines while still providing process steam for Dow Chemical Company.

This project is now known as the Midland Cogeneration Venture, a l2-combustion

turbine and steam turbine project capable of providing 1,633 MW of capacity.

In July 1987, I transferred to the Market Services Department as a Senior

Engineer and reached the level of Senior Market Representative. While in this

department, I analyzed the economic and engineering feasibility of customer

cogeneration projects.
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In July lgg2,Itransferred to the Rates and Regulatory Affairs Department

of Consumers Energy as a Principal Rate Analyst. In that capacity, I performed

studies relating to all facets of development and design of Consumers Energy,s

gas, retail, electric and electric wholesale rates. During this period, I was heavily

involved in the development of consumers Energy's Direct Access program and

in the development of Consumers Energy's Retail open Access program. I also

participated in the development of consumers Energy's revenue forecast.

In March 1998, I joined Nordic Energy, LLC (.Nordic,,), located in Ann

Arbor, Michigan, as vice President in charge of marketing and sales. My

responsibilities included all aspects of obtaining new customers and enabling

Nordic to supply electricity to those custorners. tn May 2000, my responsibilities

shifted to Operations and Regulatory Affairs and my responsibilities included

management of supplypurchases, transmission services, and development of new

power projects. My Regulatory Affairs responsibilities also included overseeing

regulatory and legislation issues for the company.

In March 2003,r formed Energy options & Solutions, based in Ann Arbor,

Michigan, as a consulting concem focusing onproviding engineering services and

regulatory support. Through mywork with Energy options & Solutions, I gained

extensive experience consulting in the areas of project development and economic

analysis with renewable energy companies across the country, including: Noble

Environmental Power located in Centerbrook, Connecticut; Third planet

windpower, LLC located in Palm Beach Gardens, Florida; Tradewind Energy,

LLC located in Lenexa, Kansas; windlab Developments USA located in
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Canberra, Australian Capital Territory, Ausfalia; and Matinee Energy Inc. located

in Tucson, Arizona, among others.

Other examples of my consulting work include evaluation of the Arkansas

Weatherization Assistance Program for the Arkansas Energy Office and providing

the West Michigan Business Alliance with an evaluation of the business

opporttrnities for Western Michigan businesses in the renewable energy business

sector.

1n2007,I served as primary author of a report on the economic impacts of

renewable portfolio standards and energy efficiency programs for the Department

of Environmental Quality- State of Michigan.

In 2011, I joined KEMA, Inc. ("KEMA"; located in Burlington,

Massachusetts, as a Service Line Leader responsible for developing its renewable

enefgy consulting business. While at KEMA, I performed multiple renewable

energy studies for the Electric Power Research Institute, including a renewable

energy options study for the country of Saint Maarten (a constituent country of

the Kingdom of the Netherlands). I also assisted Lake Erie Energy Development

Corporation in its successful application to the U.S. Department of Energy for a

multi-million dollar grant to develop an offshore wind project in Lake Erie.

In 2013, I joined CLEAResult, located in Little Rock, Arkansas, as

Director of Operations. My primary responsibility involved supporting program

operations in assisting the company's Arkansas unit to successfully meet a 400%

increase in energy efficiency goals that it managed for Entergy. I was also
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responsible for managing the company's natural gas energy efficiency programs

in the State of Oklahoma.

ln 2015, I joined the Georgia office of GDS Associates, lnc., a consulting

group focusing on utility engineering and consulting services, as Managing

Director.

I have been a registered Professional Engineer since 1983 and I am

licensed in the State of Michigan.

My resume is included as Exhibit No. RAP-1.

HAVE YOU TESTIFIED IN OTHER REGULATORY PROCEEDINGS?

Yes, Exhibit No. RAP-2 contains a list of regulatory proceedings in which I have

provided testimony.

WHAT IS THE NATURE OF YOUR BUSINESS?

GDS Associates, Inc. ("GDS") is an engineering and consulting firm with offices

in Marietta, Georgia; Austin, Texas; Corpus Christi, Texas; Manchester, New

Hampshire; Madison, Wisconsin, Manchester, Maine; and Auburn, Alabama.

GDS provides a variety of services to the electric utility industry including power

supply planning, generation support services, rates and regulatory consulting,

financial analysis, load forecasting and statistical services. Generation support

services provided by GDS include fossil and nuclear plant monitoring, plant

ownership feasibility studies, plant management audits, production cost modeling

and expert testimony on matters relating to plant management, construction,



1 licensing and performance issues in technical litigation and regulatory

2 proceedings.

aJ

4 a. wHoM DO YOU REPRESENT IN TIrIS PROCEEDING?

5 A. I am representing the Florida Office of Public Counsel ("OPC").

6

7 Q. WHAT WAS YOUR ASSIGNMENT IN THIS PROCEEDING?

8 A. I was asked bv the OPC to conduct a review and evaluation of the

9 Decommissioning Services Agreement between Duke Energy Florida, LLC, and

10 ADP CR3 and ADP SFl, LLC ("DSA") and to recommend whether additional

11 customer protections were needed.

T2

13 A. DID OTHER GDS PERSONNEL ASSIST YOU IN THE ANALYSIS AND

14 DEVELOPMENT OF YOUR TESTIMOITY IN THIS MATTER?

15 A. Yes, Dr. William Jacobs provided assistance.

I6

17 a. ARE YOU SPONSORTNG ANY EXITIBITS?

18 A. Yes, I am sponsoring the following exhibits:

19 1. ExhibitNo. RAP-I RichardA. Polich, P.E. Resume

20 2. Exhibit No. RAP-2) Richard Polich Regulatory Testimony List

2l 3. ExhibitNo. RAP-3 ADP organizationStructure

22 4. ExhibitNo. RAP-4 DEF Response to Citizens Interrogatory 5.a.

23 5. Exhibit No. RAP-5 DEF Response to Citizens Interrogatory 5.e.
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6. Exhibit No. RAP-6 Northstar Group Holdings, LLC and NorthStar Group

Services, Inc. financial Statements

ExhibitNo. RAP-7 NorthStar Financial Hardship Accessible Capital

ExhibitNo. RAP-8 DEF Response to Citizens Interrogatory 16.

Exhibit No. RAP-9 Contractor Provisional Trust Funding Levels

II. TESTIMONY SUMMARY

PLEASE SUMMARIZE YOUR TESTIMONY.

First, Duke Energy Florida, LLC's ("DEF") decision to change the Crystal River

3 nuclear power plant's ("CR3") decommissioning status from SAFSTOR to

active decommissioning and demolition ("DECON") and the negotiation of the

DSA is commendable. Second, the potential for excess Nuclear Decommissioning

Trust Funds ('NDF") of over $100 million to be potentially returned to DEF

ratepayers when the CR3 DECON process is complete, is also commendable.

Third, the recommended customer protections in the form of enhancements

contained in my testimony are intended to mitigate potential risk and enhance the

probability of a successful cR3 decommissioning under the deal DEF has

negotiated. None of the recommended enhancements should cause detriment to

the finances of this project or the entities involved. The customer protection

enhancements are generally consistent with accounting principles that recognize

contractual financial commitments. The recommended enhancements proposed in

this testimony are as follows:

1. Amend the Parental Support Agreement to include the State of

Florida as a beneficiary and with the same rights as the NRC,

7.

8.

9.

a.

A.
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Require the parent companies of ADP to maintain a minimum cash

or cash equivalent asset in the amount of at least $105 million to

support the Parental Support Agreement,

Modify the Contractor's Provisional Trust contributions from

monthly payments to NorthStar to increase it from 6Yo to 10% of

payments,

Amend the ADP CR3 reporting requirements contained in

Attachment 9, Section B from Quarterly to Monthly and enhance the

information to provide timely insight into conditions that could

impair ADP's ability to complete the job. This includes establishing

reporting requirements to the Florida Public Service Commission

("Commission"), anci

Establish ar Independent Monitor to oversee the CR3

decommissioning activities and ADPCR3' s fi nancial status.

ilI. CRYSTAL RIVER 3 DECOMMISSIONING OVERVIEW

PLEASE DESCRIBE IN GENERAL TERMS WHAT IS THE NUCLEAR

DECOMMTSSTONTNG TRUST FUND (NDF) Ar[D HOW IT IS FUNDED.

The NDF for CR3 was required by federal law for the purpose of providing

reasonable financial assurance that funds will be available for the future cost of

safe decommissioning of a nuclear plant when it reaches the end of its useful life.

While the requirement to establish the fund was a creature of federal law, the

authorization to fund it was the responsibility of the Commission. The

Commission approved an annual accrual based on periodic decommissioning

studies performed by DEF and its predecessors. The cost recovery of this NDF-

specif,rc accrual for the NDF was incorporated into the revenue requirement and

rate design imposed on DEF's customers beginning in 1989 and continued as

16
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A.
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periodically modified by Commission orders in rate cases until 2002. Ttrough a

series of decisions, the overall cost of decommissioning has been effectively

provisioned through approved accruals and establishment of rates since

commercial operation in 1977 . The recoveries of these accumulated costs in the

form of customer provided cash were all ultimately included in the funded balance

of the NDF. In 2002, DEF asked the Commission to discontinue the accrual since

the NDF was deemed to be fully funded to meet the projected costs of

decommissioning and dismantling the plant. At all times, the funding was

provided by DEF's customers. Approximately 90%6 of the NDF funding was

provided by the retail customers within the rate setting jurisdiction of the

commission. wholesale customers (ioint owners) provided funding on a

proportional basis under other arrangements. In any event, all funding was

provided by customers of DEF who received electricity produced by cR3.

ARE THE CUSTOMERS WHO PROVIDED THE FUNDING FOR TI{E

NDF AND RECEIVED THE ELECTRICITY GENERATED BY CR}

MORE LIKELY OR INCREASINGLY LESS LIKELY TO BE THE ONES

WHO WOULD BE CALLED UPON TO COVER THE COST OF FAILURE

IN THE CURRENT PROPOSAL PRESENTED IN THIS DOCKET?

There are increasingly significant intergenerational equity issues related to the

proposal before the Commission in this docket. I believe that the Commission

should keep this in mind when considering whether customer protections are

needed. As I discussed earlier, as far back as 1977 DEF customers began to cover

A.
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future decommissioning costs through the payment of rates and had these

payments deposited into the NDF. This was part of the cost of the electricity they

consumed. This monthly deposit of funds by these customers continued up until

2002, whenthe explicit deposit was discontinued by the Commission. However,

in order to preserve the intended purchasing power of the fund, the money that

these customers had deposited over the years as a part of paying for the electricity

they consumed still continued to build the fund through the investment earnings

on their money that was deposited and set aside to dismantle the plant. In 2009,

CR3 was damaged and stopped generating electricity, through no fault of the

customers. From that period forward, the DEF retail customer base has become

increasingly different from the customer base who paid for the NDF that is now

going to be used to dismantle the plant that has not generated electricity for 11

years and counting. It has now been 18 years since any customer deposits were

made into the fund. By the time the DECON is supposed to be substantially

complete in 2038, it will have been almost 30 years since any electricity was

generated by CR3 and will have been almost 37 years since any funds (other than

investment earnings) were deposited into the NDF. These periods represent a

significant overall generational gap between the beneficiaries of CR3's electrical

generation and the potential cost imposition that could occur if the DECON is

ultimately not successful and a return to SAFSTOR is made but the NDF is

insufficient to complete SAFETOR decommissioning and dismantlement. In that

event, a whole new generation of customers would be required to contribute to the

NDF to meet legal requirements for safe decommissioning and dismantlement and

10
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site restoration. It should also be kept in mind that the current general body of

DEF customers have already begun payrng for future dismantlement of the

generating units, such as the Citrus Combined Cycle generating facility and the

Solar generating facilities, that were built to replace the approximately 1,000 MW

of generation that was lost when CR3 was irreparably damaged and prematurely

retired.

PLEASE DESCRIBE TIIE STATUS OF CRYSTAL RIVER 3 NUCLEAR

POWER PLANT OW\ED BY DUKE ENERGY FLORIDA,LLC.

CR3 is a single unit pressurizedlight water reactor supplied by Babcock

and Wilcox, capable ofproducing 860 MW, which entered service in March

1977. The plant ceased generating in September 2009 during a plarured

maintenance and refueling outage and thereafter due to a construction

accident, and was placed in extended shutdown on May 28, 201 1 and retired

in February 2013.

WHAT IS TIIE CURRENT STATUS OF CR3

DECOMMISSIONING?

CR3 is in the decommissioning mode SAFSTOR for 60 years as defined in

Nuclear Regulatory Commission ("NRC") rules and regulations. Under

SAFSTOR, the plant is first placed in a safe and stable condition, with the

intent to complete decommissioning and site restoration activities by the

end of 207 4. DEF placed the plant in this form of decommissioning because,

l1
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at the time CR3 was retired, DEF's analysis of decommissioning costs

determined the costs of decommissioning at that time would exceed the

funds contained in CR3's NDF. DEF intended to keep CR3 in the

SAFSTOR mode until the NDF funds were sufficient to complete

decommissioning.

WHAT IS DEF'S REWSED DECOMMISSIONING STRATEGY?

As explained in DEF's witness Terry Hobbs' testimony, page 8, lines 18 -

22, DEF changed the CR3 decommissioning strategy from SAFSTOR to

accelerated decontamination and dismantlement ("DECON") in May 2019.

The change in CR3 decommissioning strategy was the result of a

reassessment of decommissioning costs which found the costs to have

significantly dropped due to recent methods used in the process and that

thev could be covered bv the amount of funds in the NDF.

HOW DID DEF CONFIRM THE DECON STRATEGY COULD BE

ACCOMPLISHED WITHIN THE CURRENT NDF FUNDING

LEVELS?

DEF conducted a competitive bidding process, resulting in four (4)

proposals. Ultimately, DEF selected one vendor team to proceed with

contract negotiations with Accelerated Decommissioning Partners, LLC

("ADP").

a.

A.

t2
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WIIAT WAS THE RESULT OF NEGOTIATIONS WITH ADP?

DEF entered into a Decommissioning Services Agreement ("DSA") with

ADP subsidiaries ADP CR3, LLC ("ADPCR3") and ADP SFl, LLC

("ADPSFl"). Under the structure of the DSA:

1. DEF will own the plant property and equipment,

2. DEF will continue to own and control withdrawals from the NDF,

3. The Independent Spent Fuel Storage Installation ("ISFSI") will be owned

by ADPSF1 and responsible for spent fuel management,

4. CR3's Operating license will be transferred to ADPCR3, and

5. ADPC3 will be responsible for performing the DECON of CR3 by 2027 .

HAS THE NRC APPROVED THE OPERATING AND ISFSI

LICENSE TRANSFER?

Yes, the NRC approved the transfer of the ISFSI license to ADPSFI and

CR3's operating license to ADPCR3 on April 1, 2020, subject to all

regulatory approvals being completed within one year of the NRC's order.

IV. ADP ORGANIZATIONAL STRUCTURE

DESCRIBE THE ADP ORGANIZATIONAL STRUCTURE

ASSOCIATED WITH CR3 DECON.

The ADP orgarrjzational structure associated with performing the CR3

DECON is shown in Exhibit No. _(RAP-3). ADP is 75% owned by

NorthStar Group Services, Inc. ('Northstar") and 25% owned by Orano

a.

t3
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Decommissioning Holdings, LLC ("Orano"). NorthStar is owned by LVI

Parent Corporation which is ultimately owned by an equity fund of JFL-

NGS Holdings. ADP owns the ADPCR3 and ADPSF1 which will perform

the DECON work and manage the ISFSI facilities at CR3. Orano is owned

by Orano USA LLC which is owned by Orano SA, a nuclear conglomerate

majority owned by the French government.

WHAT IS NORTHSTAR'S ROLE IN THE CR3 DECON PROCESS?

Based on information contained in the DSA, NRC filings, testimony and

other documents provided in discovery, NorthStar will perform project

management, arrange for subcontracting as needed and perform a large

majority of the DECON work.

WHAT IS ORANO'S ROLE IN THE CR} DECON PROCESS?

Orano's primary task is the segmentation of the nuclear reactor pressure

vessel and vessel intemals. As discussed in the testimonv of ADP's witness

(and CEO), Scott E. State, on page 9,lines 1-3, Orano will also support

management of the ISFSI facility and the transfer of the fuel to DOE.

V. DSA OVERVIEW

WHAT IS YOUR ASSESSMENT OF THE DSA?

The structure of the CR3 DECON and the DSA negotiated by DEF has the

potential to be a benefit to DEF's ratepayers; the biggest benefit being

a.

A.

2r a.

22 A.

23
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moving the decommissioning date of cR3 up over 40 years, not including

final spent fuel disposal. The key portions of the proposed cR3 DECON

include the following:

1. DEF maintains control over the NDF,

2. ADP has agreed to, what I refer to as, a semi-fixed contract of $540

million to perform all DECoN work except final spent fuel disposal,

3. contractor's Provisional rrust ("cPT") that starts at $20 million and

will grow to $50 million through eamings on the trust and contributions

of 6%o of each monthly milestone payment,

4. Parent Guaranty of $140 million by NorrhStar (75yo or $105 million)

and Orano (25% or $35 million),

5. Letter of credit in the amount of $20 million to be issued by ADp in the

event Milestone one (Milestone one is defined in the DSAI) is not

reached by January 2029,

6. Payment structure based upon predetermined completion of specific

tasks or portions of those tasks,

7. ADPCR3 subcontractors required to post performance bonds.

Although the DSA contains several terms designed to mitigate potential

financial risk, risk still exists because of the financial structure ofNorthStar

and its obligation on other nuclear decommissioning projects. The question

is whether it is an acceptable level of risk.

I "Milestone One" means that (a) Contractor has submitted Partial License Termination Application to the
NRC; and (b) the ISFSI-only Interim End-State Conditions have been satisfied. This esseniially means all
decommissioning activities of CR3 are virtually complete except for maintenance of the ISFSI.

15
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IS YOUR CONCERN WITH ADP'S FINANCES STRICTLY

FOCUSED ON NORTHSTAR?

Yes. Orano is backed by a large corporation and, ultimately, the French

government. This, combined with Orano's limited scope of work,

significantly reduces the financial concern for Orano.

DID DEF HAVE CONCERNS REGARDING NORTHSTAROS

FINANCIAL CONDITION?

Yes. In response to Citizens of the State of Florida's ('oCitizens")

Interrogatory 5.a. (Exhibit No. _(RAP-4), DEF stated its evaluation of

NorthStar to be below investment grade. ln addition, in response to

Citizens' Interrogatory 5.e. (Exhibit No. 

-(RAP-s), 
DEF identified the

large scale of NorthStar's projects (other than the pending CR3 project), in

relationship to NorthStar's size, to be a risk factor.

WHAT NORTHSTAR FINANCIAL DOCUMENTS HAVE BEEN

PROVIDED FOR YOUR REVIEW?

In response to Citizens' first request for Production of Documents ("POD"),

DEF provided the following confidential financial statements (See Exhibit

No. _(RAP-6):

1. North Star Group Services, lnc.

t6



a. Consolidated Financial Statements Years Ended December 3I,2015

and2014

3 b. Consolidated Financial Statements and Supplemental Schedule as

4 of December 31.2019 and 2018

5 2. NorthStar Group Holdings, LLC

6 a. Consolidated Financial Statements as of December 3I,2017 and for

7 the period from June 12,2017 (date of acquisition) to December 31,

8 2017.

9 b. Consolidated Financial Statements and Supplemental Schedule as

10 ofDecember3l,2018 and20l7 andYearEndedDecember3l,2018

I I and for the period from June 12, 2017 (date of acquisition) to

12 December 3I,20I7,

13 c. Consolidated Financial Statements and Supplemental Schedule as

14 of December 31"2019 and 2018.

15 NeitherNorthStar's norNorthStar Group Holdings, LLC's financial records

16 for 2016 were provided.

T7

18 a. WHAT CHANGE rN NORTHSTAR GROUP HOLDINGS. LLC.

19 OWNERSHIP OCCURRED IN 2017?

20 A. NorthStar Group Holdings, LLC., the parent orgarization ofNorthStar, was

2I merged into JFL-NGS Partners, LLC on June 12.2017. JFL-NGS Parhrers

22 is controlled by JFLNGS Holdings, LLC, which is controlled by JFL GP

23 Investors [V, LLC. Ultimately, control is exercised by four U.S. citizens,

t7
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John F. Lehman, Louis N. Mintz, Stephen L. Brooks, and C. Alexander

Harman, who are the managing members of JFL GP Investors fV, LLC.

Based on documents filed with the NRC in Docket Nos. 50-27I & 72-59,

in regard to the license transfer of Vermont Yankee Nuclear Power Station

from Entergy to NorthStar Decommissioning Company, LLC, the purpose

of the merger transaction, as to the surviving entity, was stated as:

'o...recapitalized, including both the investment of new capital and the

conversion of certain debt to equity, in a transaction that improved the

companyos liquidity and financial condition." This ownership change

resulted in the NorthStar portion of the orgarizational skucture shown in

ExhibitNo. _(RAP-3).

WHAT ACQUISITTON OCCURRED IN 2018 THAT HAS THE

POTENTIAL TO AFFECT NORTHSTAR'S NUCLEAR

DECOMMISSIONING WORK?

On January 26, 2018, J.F Lehman & Company, the ultimate parent of

NorthStar, acquired Waste Control Specialists LLC. ("WCS"). WCS

operates the most comprehensive set of low-level radioactive waste

treatrnent, storage and disposal facilities to service the needs of the U.S.

nuclear industry. Mr. Scott E. State is also the Chief Executive Officer of

WCS. WCS' waste facility in Andrews County, Texas, is one of the few

commercial facilities in the United States licensed to dispose of Class A, B

and C Lowlevel Radioactive Waste (LLRW). WCS, in partnership with

A.
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a.

A.

orano usA, has also formed a partnership, called Interim Storage partners,

and has filed with the NRC for a license to construct a consolidated interim

storage facility (CISF) for used nuclear fuel at the existing wcS disposal

site in Andrews Countv. Texas.

WIIAT CHANGE IN NORTHSTAR OCCURRED IN 2019 THAT

SIGNIFICAI\TLY IMPACTED NORTHSTAR'S FINANCIAL

STATEMENTS?

On January II, 2019, NorthStar acquired 100% ownership of Vermont

Yankee Nuclear Power Station ("VYNP") through its subsidiaryNorthstar

Decommissioning Holdings, LLC. This acquisition signifi cantly impacted

NorthStar's balance sheet by increasing its assets and liabiliti es by 233yo.

BASED ON YOUR REVIEW OF NORTHSTAR AND NORTHSTAR

GROUP HOLDINGS, LLC FINANCIAL RECORDS, ARE THERE

ANY DISCERNABLE DIFFERENCES IN THE TWO COMPANIES'

FINANCES?

No. Financial records were provided for both NorthStar and Northstar

Group Holdings, LLC only for years 2018 and 2019. Comparisons of the

balance sheets and income statements finds less than}.lo/o difference in the

account balances of the two companies' financial records. This indicates

that NorthStar's owner, LVI Parent Corporation ("LVf'), a subsidiary of

NorthStar Group Holdings, LLC, has virtually no impact on NorthStar

a.

A.
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a.

A.

Group Holdings, LLC financial statements and NorthStar is the main asset

ofNorthStar Group Holdings, LLC. Several of the footnotes inthe financial

statements are identical for both companies. In fact, the footnote on the

acquisition of Vermont Yankee Nuclear Power Station is identical in both

statements, including ownership interest. For this reason, my review of

NorttrStar's financial situation will treat NorthStar and NorthStar Groups

Holdings, LLC as the same entity.

IN PERFORMING YOUR ASSESSMENT OF NORTHSTAR'S

FINANCIAL SITUATIONO WHAT ADJUSTMENTS WERE MADE

TO ITS BALA}ICE SHEET ASSETS?

My assessment ofNorthStar focused on its ability to weather financial loss,

unexpected loss on other decommissioning projects (such as \IYNP

decommissioning, or unfavorable economic conditions. These conditions of

will cause "financial hardship," a condition in which a company may be

required to utilize available assets to meet immediate its financial needs.

NorthStar's recent acquisition of VYNP was a significant purchase and

includes significant liabilities, causing NorthStar's balance sheet to more

than triple in size. The size and scope of the VYNP decommissioning

project carries real risks and could create financial hardship for NorthStar.

There are items in NorthStar's balance sheet which in times of financial

stress are not useful and cannot be used to help liquidity. For example,

20
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companies can often sell receivables to generate cash. on the other hand,

Goodwill is an intangible asset that is the left over portion from an

acquisition in which the purchase price is higher than the fair market value

of the purchase. Typically, Goodwill is amortized over some period as the

value of the acquired asset is realized.In the case ofNorthStar, the Goodwill

on its balance sheet has actually increased since 2014 and was not written

off when it was acquired by JFL-NGS Partners, LLC in 2017. The items in

Northstar's Balance sheet which would likely not be usable in the event of

financial stress are as follows:

1. Accounts Receivable: These are amounts owed by clients and are a

tangible asset; however, the full amount of these funds may not be

accessible in time of financial stress. Based on NorthStar's 2019

Consolidated Financial Statements, Footnote 2, the company has

included recognition of doubtful collection on accounts receivable in the

amounts contained in the statements. In times of financial stress, the

ability to collect accounts receivable in support of operations cannot be

done in a timely manner due to contractual commitments. In addition,

accounts receivable is a function of work being performed and, unless

NorthStar was to stop work on existing projects, accounts receivable

will continue at the same level. Thus, the use of accounts receivable to

fund operations in times of financial stress is not fully feasible. It is for

this reason I have only valued accounts receivable at 600/o of the fulI

amount for purposes of financial hardship.
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4.

2.

a
J.

6.

Costs and estimated eamings in excess of billings on uncompleted

contracts. These are forecasted eamings which may never mateialize.

Value is treated as zero for purposes of financial hardship.

lnventories: This asset represents the cost of materials and tools used to

provide services to clients. The value of these assets in the event of

financial stress is usuallv much lower than the booked asset value. Some

of the materials may be linked to credit purchases and are not

marketable. Value is treated as 20o/o for purposes of financial hardship.

Property and Equipment: This asset could potentially be collateralized

in times of financial hardship, but not likely at full value. Review of

financial statement footrote 5 finds over 97%o of this asset category is

in equipment and vehicles. It is unlikely these assets will have

significant value if needed for raising capital in the event of financial

stress. Value is treated as 20o/o for purposes of financial hardship.

5. Goodwill: Lrtangible asset. Value is treated as zero for purposes of

financial hardship.

lntangible assets - net: Described as assets recognized in connection

with the acquisition of a business in NorthStar financial statements.

Value is treated as zero for purposes of financial hardship.

Restricted Cash: This is an escrow balance required under the terms of

the VYNP acquisition which may not be accessible unless certain

milestones are met. Value is treated as zero for purposes of financial

hardship.
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8. Decommissioning Trust Fund: This is the \rYNP Nuclear

Decommissioning Trust Fund. Although this is a cash asset, it is not

liquid because of NRC restrictions on its use and the time process

required to transfer the asset value to another entity. Value is treated as

zero for purposes offinancial hardship.

9. Reimbursements due from U.S. Department of Energy: As part of the

acquisition of VYNP, NorthStar was provided the rights to obtain

reimbursement for spent fuel storage and management from the U.S.

Department of Energy ("DOE"). To obtain these funds, NorthStar must

sue the DOE and go through the courts to obtain the funds. Value is

treated as zero for purposes offinancial hardship.

10. Deferred Income Tax: This can only be utilized in the form of delayed

filing of current income taxes that will ultimately be paid to the United

States Treasury. Value is treated as zero for purposes of financial

hardship.

IN PERFORMING YOUR ASSESSMENT OF NORTHSTAR'S

FINANCIAL SITUATION, WHAT ADJUSTMENTS WERE MADE

TO ITS BALANCE SHEET LIABILITIES?

Regarding NorthStar's balance sheet liabilities, the major concern would be

current liabilities because these are likely to be called on in the event of

financial hardship. The only real long-term liability that presents a concern

would be the potential for covenants within long-term financing obligations,

A.
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A.

requiring early payment in the event of triggering financial conditions.

Based on the balance sheet notes, NorthStar's current "Credit Facility" has

a security interest in substantially all of NorthStar's assets urra thor" of it,

subsidiaries. Since this is the same footnote and the amount is the same in

the financial statements of both NorthStar and NorthStar Group Holdings,

LLC, it is unclear which entity entered into the credit agreement. What is

clear is that the Credit Facility will encumber NorthStar's ability to use

assets to raise cash in the event of financial hardship. I did not make any

adjustments in NorthStar's current liabilities and assigned 50% of its long-

term finance obligations as a crrrent asset to recognize its encumbrance on

assets.

WHAT IS YOUR OPINION OF NORTHSTAR'S FINANCIAL

SITUATION BASED ON YOUR EXPERIENCE AND EXPERTISE?

A review of NorthStar's financial condition finds it is a thinly capitalized

company with minimal tangible assets, significant liabilities and lower than

expected net income as compared to the level of revenue. NorthStar's

financial situation has changed substantially since 2014. The financial

statements in20I4 and 2015 show NorthStar with negative net income and

shareholder equity. If the nearly $139 million of Goodwill and over $42

million of Intangible Assets are properly ignored, NorthStar's shareholder's

equity is approximately a negative $300 million. The financial statements

from 2017 are intended to reflect the financial conditions after the
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acquisition by JFL-NGS Partners, LLC. If intangible assets and Goodwill

are removed from NorthStar Group Holdings, LLC's balance sheet, then

Member's 2017 equity is a negative $88.4 million. Of NorthStar Group

Holdings, LLC's 2018 total assets, only about 9.4o/owould be considered

liquid assets. In addition, current liabilities are 3.4 times larger than liquid

assets. NorthStar's 2018 income statement shows its net income was onlv

approximately I.28% of $503.8 million in revenues.

In 2019, NorthStar's financials did reflect a substantial increase in net

income of over ten times the 2018 net income. Net income in 2019 was

I0.4% of approximately $640 million of revenues. This resulted in

NorthStar reflecting over $69 million in Cash & Cash Equivalents (or a

doubling of its previous Cash & Cash Equivalents) on its 2019 financials.

Nevertheless, when compared to its projected nuclear decommissioning

work on two pioneering projects totaling over $l billion, NorthStar appears

to be thinly capitalized.

Based upon the adjustments to NorthStar's balance sheet shown in Exhibit

No. _(RAP-7) and given the scope and potential risks of the DECON

work required over the next few yearc, NorthStar is inadequately

capitahzed, especially in relationship to its project sizes. My review shows

current liabilities exceed available capital in the event of financial hardship

for all years ofNorthStar's financials. Under financial hardship, my analysis

of NorthStar's 2019 financials indicate cash or cash equivalent available to
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a.

A,

cover costs in an emergency is negative by more than $52 million (Exhibit

No. _(RAP -7), page I ). Even if I change my assumptions and allow I 00%

of accounts receivable to be available, NorthStar's 2019 financials indicate

cash or cash equivalent available to cover costs in an emergency is just over

$7 million (Exhibit No. _(RAP-7), page 2). This does not include the

restrictions on assets associated with NorthStar's Credit Facility and raises

a concern regarding NorthStar's ability to continue funding

decommissioning work at CR3 in the event of financial hardship.

DO YOU HAVE OTHER CONCERNS REGARDING

NORTHSTAR'S FINAI\CIAL SITUATION, ESPECIALLY IN

REGARD TO THE DSA?

Yes. The DSA does not place any restrictions on the balance sheet of

NorthStar even though the DSA is relying on Parental Guarantees in the

amount of $140 million to support ADPCR3 DECON. If called upon today,

NorthStar would not be able to meet the obligations of its Parental

Guarantee because its balance sheet lacks sufficient current net assets

(current assets minus current liabilities). Without a covenant in the DSA

which requires NorthStar to maintain a certain level of net current or liquid

assets, NorthStar could dividend the equivalent of substantially all of its

cash and cash equivalent assets (except restricted cash) to its parent

company and neither DEF, ADPCR3, nor the NRC, would not have access

to any the Parental Guarantee funds or work resources.
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A. DO YOU HAVE AN EXAMPLE OF NORTHSTARMOVINGFUNDS

TO ITS PARENT?

A. Yes. Review of NorthStar's 2019 Consolidated Statement of Cash Flows

shows NorthStar distributed $50 million to its members.

VII.

BASED UPON YOUR REVIEW OF NORTHSTAR'S FINA}ICIAL

SITUATTON AND THE DSA, WrrAT PROVISIONS WOULD yOU

RECOMMEND TO PROVIDE ADDITIONAL RATEPAYER

PROTECTION?

The following recommendations are based upon NorthStar's financial

situation and intended to provide reasonable measures of protection for

ratepayers and enhance the probability of success of CR3 decommissioning:

1. Amend the Parental Support Agreement to include the State of Florida

as a beneficiary and with the same rights as the NRC.

2. Require the parent companies of ADP to maintain a minimum cash or

cash equivalent asset in the amount of at least $105 million to support

the Parental Support Agreement.

3. Modify the Contractor's Provisional Trust contributions from monthly

payments to NorthStar to increase it from 60/o to 10% of payments.

4. Amend the ADP CR3 reporting requirements contained in Attachment

9, Section B from Quarterly to Monthly and enhance the information to

A.
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a.

provide timely insight into conditions that could impair ADP's ability

to complete the contract. This includes establishing monthly and annual

reporting requirements to the Commission.

5. Establish an Lrdependent Monitor to oversee the CR3 decommissioning

activities and ADPCR3's financial status.

PLEASE EXPLAIN THE PURPOSE OF INCLUDING THE STATE

OF F'LORIDA AS A BENEFICIARY AND WITH THE SAME

RIGHTS AS THE NRC IN THE PARENTAL SUPPORT

AGREEMENT.

The Parental Support Agreement contained in Exhibit H:.1 end H-2 of the

DSA explicitly states there is no guarantee to third parties other than the

NRC of payment of decommissioning costs for CR3. The funding for CR3's

decommissioning was provided solely by DEF ratepayer contributions to

CR3's NDF. NRC regulations establish requirements of the license holder

to fund decommissioning; however, the Commission established the

charges to DEF ratepayers to fund the NDF. Since the Commission, as a

representative of the State of Florida, is responsible for setting up the

funding of the NDF and ultimately the funding of CR3 decommissioning,

the State of Florida should have equal treatment in the Parental Support

Agreements with that of the NRC. Adding the State of Florida should not

cause any additional financial burden on NorthStar or Orano nor should it

increase the cost of the Parental Support Agreements. Additional reasons

A.
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for The state of Florida to be a beneficiary in the Parental Guarantee

Agreement are as follows:

1. The State of Florida has a vested interest in CR3 being properly

decommissioned because of the potential environmental impact and

impact on public health and safety.

2. If the decommissioning of CR3 by ADP and its affiliates is not

performed as projected, resulting in depletion of the NDF and the need

for additional funding from DEF's ratepayers, any request by DEF for

additional funding by its ratepayers will have to be approved by the

Commission.

State of Florida regulatory agencies, specifrcally the Commission, are

in a better position to monitor the status of CR3 decommissioning on a

more frequent basis than the NRC. We are recommending the

Commission receive quarterly and annual reports from ADP that

include decommissioning status, status of NDF funds and financial

condition of ADP, its subsidiaries and its parent organizations. The

recommended reporting would provide the State of Florida more timely

information than is provided to the NRC since the NRC only requires

an annual report.

DEF has placed itself in the position of overseeing ADP's

decommissioning of CR3. The State of Florida's regulation of DEF

provides it the ability to obtain information on a regular basis.

4.
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a.

5. This provision would allow the State of Florida to require ADP to

provide decommissioning funding ofup to $140 millionthroughthe two

P arental Support Agreements.

The State of Vermont required an amendment to the Parental Support

Agreement approved by the NRC for VYNP, prior to approving the transfer

of ownership to NorthStar, and NorthStar agreed to this amendment.

WHAT WOULD BE THE BENEFIT TO DEF'S RATEPAYERS OF

REQUIRING THE PARENT COMPAI\IES OF ADP TO MAINTAIN

A I\{INIMUM CASH OR CASH EQUIVALENT BALANCE SHEET

ASSET IN THF', COMBINED AMOUNT OF APPROXIMATELY

$140 MILLION TO SUPPORT THE PARENTAL SUPPORT

AGREEMENT?

The Parental Support Agreement is only worth the value of ADP's parent

companies. If ADP's parent companies are without assets, then the $140

million of decommissioning funding is unavailable and worthless. There is

rlothing in the DSA nor is there any legal requirement for ADP's parent

companies to maintain a minimum level of cash or accessible assets to

support the Parental Support Agreement. As discussed earlier, DEF

ratepayers in general, and specifically a generation of ratepayers completely

different from those who received the electricity from CR3, could be placed

in the position of providing additional funding (essentially paying twice) to

complete CR3's decommissioning if the ADP companies fail to complete

A.
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cR3 decommissioning. At a minimum, the Parental Support Agreements

should contain a trigger requiring NorthStar and orano to notify the State

of Florida and the NRC if cash or cash equivalent assets fall below a

predetermined level needed to provide the amounts obligated in the parental

Support Agreements to be used for CR3 decommissioning.

WOULD A REQUIREMENT FOR ADP'S PARENT

ORGANIZATIONS TO MAINTAIN MINIMUM CASH OR CASH

EQUIVALENT BALANCE SHEET ASSETS IN THE COMBINED

AMOUNT OF APPROXIMATELY $140 MILLION CAUSE

FINANCIAL HARDSIIIP FOR THE PARENT ORGANIZATIONS?

No. A Parental support Agreement is a contractual obligation which also

creates a financial liability and should be recognized in the company,s

financial statements as a liability. If a balance sheet contains a liability, there

needs to be an offsetting asset for the company to balance its books. By

requiring ADP's parent companies to maintain a minimum cash or cash

equivalent asset in the combined amount of approximately $140 million

should already be incorporated into their balance sheets. It would be prudent

for the ADP parent companies to maintain some form of liquid asset

because ADP could call upon the Parental Support Agreements at any time.

WHAT IS THE PURPOSE OF MODIFYING ADPCR3'S 60/0

CONTRIBUTIONS FROM MONTHLY PAYMENTS TO THE

a.
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CONTRACTOR'S PROVISIONAL TRUST TO tUo/o OF

PAYMENTS?

DEF has identified the $50 million Contractor's Provisional Trust ("CPT")

as one of the key elements of risk mitigation in the proposed transaction

with the ADP companies. [ritially, the CPT will only contain the original

deposit of $20 million. Based on response to Citizens' lnterrogatory 16 (see

Exhibit No. RAP-8), the CPT will not reach $50 million until after ADPCR3

has been paid approximately $500 million, sometime in the second quarter

of 2026. Increasing the CPT percent contribution of ADPCR3 invoice

amounts from 6%o to I|Yo would result in the CPT being fully funded by

sometime in the -49 quarter af 2023, approximately two.years earlier than

forecasted with the 6% contribution of ADPCR3 invoice amounts. A

comparison of the CPT funding is provided in Exhibit No. RAP-9 and the

following chart shows a compadson of the timing of the CPT funding

32



between 60/o and

s60

550

l0% of ADPCR3 invoice contribution levels.

Since the CPT is a major component of DEF's risk mitigation, funding the

CPT sooner increases its value as a risk mitigation tool. The l0%

conhibution of invoiced amounts was agreed to by NorthStar as part of the

settlement in the acquisition of VYNP.

WHAT IS THE BENEFIT OF CIIANGING ADPCRT'S

REPORTING REQUIREMENTS CONTAINED IN ATTACHMENT

9, SECTION B FROM QUARTERLY TO MONTHLY?

GDS' experience in monitoring the construction progress at Georgia

Power's Plant Vogtle Units 3 and 4 is that frequent reporting is essential to

the monitoring of a project's progress. Assuming ADPCR3 completes

decommissioning and site restoration by the end of 2027, this is an
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A.

aggressive schedule in which changes in site conditions, expenditures and

financial issues will occur quickly. Quarterly reporting is insufftcient to

track a project progressing this quickly because, if the project conditions

deteriorate, it may be three months before that information would be made

available to DEF (and the Commission). Increasing the frequency of

reporting to monthly would provide DEF (and the Commission) the

opportunity to quickly identify problems and react accordingly.

WHAT ARE YOUR RECOMMENDED REPORTING

REQUIREMENTS TO THE COMMISSION?

I recommend the Commission be supplied reports on the progtess of CR3

decommissioning, status of funding, and financial condition of ADP and its

parent organizations. Reporting to the Commission supports the

Commission's regulatory efforts in regard to CR3, DEF and the CR3

decommissioning. It will provide the Commission critical infcirmation on

the progress of CR3 decommissioning, and will prevent any surprises. I

recommend the following elements be contained in the Commission

reporting:

1. Monthly reporting requirements except as noted below,

2. Project status, activities completed and projection of next quarter

activities,

3. Identification of any project delays and causes,

4. Payments from the NDF and projections for next monthly payments,
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A.

5. Status of the CPT,

6. Financial reports of ADP, ADP companies and ADP parents (Quarterly

Statements), and

7. Identification of critical issues and performance of ADP.

WHAT IS THE BENEFIT OF ESTABLISIIING AN INDEPENDENT

MONITOR TO OVERSEE THE CR3 DECOMMISSIONING AND

ADPCR} FINANCIAL STATUS.

As the Georgia Public Service Commission discovered with respect to

Georgia Power's Plant Vogtle Units 3 and4, use of an independent monitor

would provide the Commission and other State of Florida agencies an

independent assessment of CR3's decommissioning progress. The

independent monitor would provide an unbiased but experienced review of

the CR3 decommissioning effort. Although DEF will be monitoring the

project, the independent monitor is often able to perform assessments and

projections ofproject outcomes that the owner of the facility cannot without

the pressure of management or shareholder expectations. The primary

purpose of the independent monitor would be as follows:

o Providing an early warning of technical or regulatory problems.

o Estimating actual project expenditures relative to project revenue to

provide an early warning of financial difficulty.
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I o Ensuring that tasks are planned in accordance with the overall project

2 schedule and not selected for the purpose of increasing revenue to

3 ADPCR3.

4 o Trackingproject expenditures and schedules.

J e Reporting cost ovemrns.

6 o Reporting schedule slippage.

J o Tracking, assessment, and reporting on ADP, NorthStar & Orano

8 financials.

9 o Tracking expenditures for lndependent Spent Fuel Storage Installation

10 ("ISFSI") and recovery from DOE.

1l

12 a. DoEs THAT CONCLUDE YOUR TESTIMONY?

13 A. Yes, it does.
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Richord A. Felich, P.E.

A{onoging Diree tor - Po,wer Supply Services

Master of Business Administration, University of Michigan, 1990
Bachelor of Science, Mechanical Engineering, University of Michigan, 1979
Bachelor of Science, Nuclear Engineering, University of Michigan, 1979

Professional Engineer in the State of Michigan

National Society of Professional Engineers
American Nuclear Society
American Societv of Mechanical

Mr. Polich has more than 30 years' experience as an energy industry engineer, manager, and leader,
combining his business and technical expertise in the management of governmental, industrial and utility
projects. He has worked extensively in nuclear, coal, IGCC, natural gas, green/renewable generation. Mr.
Polich has developed generation projects in wind, solar, and biomass in Australia, Canada, Caribbean, South
American and United States. His generation experience includes engineering of systems and providing
engineering support of plant operations. Notable projects include the Midland Nuclear Project and its
conversion to natural gas combined cycle, start-up testing support for Consumers' coal-fired Campbell 3,

Palisades nuclear steam generator replacement support, Covert Generating Station feasibility evaluation, and
a Lake Erie offshore wind project. He also has extensive experience in utility rates and regulation, having
managed Consumers Energy's rates group for a number of years. In that function his responsibilities included
load and revenue forecasting, overseeing the design of gas and electric rates and testifying in regulatory
proceedings. Mr. Polich has testified in over thirty regulatory and legislative proceedings.

Mr. Polich has been involved in the nuclear industry since 1978. While at GDS, Mr. Polich has provided Utah
Associated Municipal Power System project cost analysis for a small modular nuclear power project. Last
year, he provided advisory services to the Vermont Public Utility Commission on the ownership transfer,
nuclear decommissioning trust fund adequacy and decommissioning methodology of Vermont Yankee. Mr.
Polich has supported GDS oversight efforts of the construction of the Vogel Nuclear Plant units 2&3 for the
Georgia Public Service Commission. He has also provided decommissioning assessment analysis on St. Lucie

Nuclear, and Grand Gulf Nuclear projects. Mr. Polich was part of the design engineering team for the Erie

Nuclear Plant by the design engineering firm, Gilbert Commonwealth. Key responsibilities were the design
of systems and component specifications associated with the nuclear steam supply systems (NSSS) and steam
turbine thermal cycle. Worked directly with Babcock and Wilcox on NSSS design and ancillary system
specifications. Mr. Polich was also senior engineer on the Midland Nuclear project, responsible for oversight
of Bechtel design engineering and interfacing with NSSS vendor Babcock & Wilcox on ancillary systems. His

responsibilities also included negotiation with the Nuclear Regulatory Commission on new regulation
requirements. Mr. Polich's role evolved into onsite engineering during construction of the Midland Nuclear
Plant and as a project trouble shooter at the Palisades Nuclear Plant.
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Richsrd A. Polie h, P,E.

Monoging Diree tor - Power Supply $ervices

NUCLEAR PROJECT EXPERIENCE

Vermont Yankee - Provided the Vermont Public Utility Commission advisory services on the asset transfer
of Vermont Yankee from Entergy Nuclear Operations, Inc. to NorthStar Group Holdings, LLC. This effort has

included assessment of financial strength of new company, adequacy of Nuclear Decommissioning Trust Fund

to fund decommissioning efforts, evaluation of decommissioning methodology and State of Vermont Risk.

Vogel Nuclear Plant Units 3 & 4 * Mr. Polich has provided advisory services to the team performing the
oversight of the construction of the Vogel Plant Units 3 & 4 as part of GDS project oversight responsibilities
for the Georgia Public Service Commission.

St. Lucie Nuclear Plant - Provided a risk assessment, decommissioning funding study and ownership
evaluation for City of Vero Beach. This included review of project maintenance history, steam generator
replacement project, analysis of decommissioning needs and funding and assessing current value of Vero
Beach's ownership share.

Grand Gulf Nuclear Project - Assessed the adequacy of decommissioning funding and funding level for the
grand Gulf Nuclear plant for Cooperative Energy. Project purpose was to assess changes in decommissioning
funding rates and to determine if sufficient funds would be available for plant decommissioning.

Consumers Energy Midland Nuclear Plant - Responsible for overseeing EPC contractor design and
construction of primary and secondary nuclear systems. Included review of systems for compliance with
Nuclear Regulatory Commission regulations. Key projects included:

o Leading team to analyze plant and determine best methods for compliance with new CFR Appendix
R Fire Protection rules

o Design of primary cooling system pump oil collection and disposal systems.
o Oversight of redesign of component cooling water systems.
o Analysis of diesel generator capability to meet emergency shutdown power requirements.
r Primary interface with Dow Chemical for steam supply contract.

Ohio Edison Company Erie Nuclear Project - Design engineer responsible for the design, equipment
specifications, bid evaluations and regulatory licensing for nuclear steam supply system and ancillary systems.
Key projects included:

r Project Thermal Analysis
o Development of NSS valve specifications
o Major equipment bid Proposal Evaluation and recommendations

Interface with Babcock & Wilcox on NSSS Design

RATES & REGULATORY

GDS associates, Inc. - Managins Director

North Dakota Public Service Commission Staff - Case No. PU-16-656 MDU Generatl Rate Case

Provided testimony on behalf of the North Dakota Public Service Commission Staff regarding return on
equity, cost of capital, revenue requirement, and generation resource costs.

North Dakota Public Service Commission Staff - Case No. PU-15-96 NSP Determination of Prudence

Provided testimony on behalf of the North Dakota Public Service Commission Staff regarding analysis and
recommendation concerning Northern States Power's ("NSP") need for additional generation resources.
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Rlchqrd A, Polieh, P"g.

Monoging Direetor * Power Supply Services

Consumers Enerw - Supervisor of Pricing and Forecasting

Managed the group responsible for setting and obtaining regulatory approval for the company's electric and

gas rates. Developed new approaches to electric and natural gas competitive pricing, redesigned electric

rates to simplify rates and eliminate losses and defined new strategies for customer energy pricing.

Negotiated new electric supply contracts with key industrial electric customers resulting in over S800M in

annual revenue. Testified in multiple regulatory proceedings.

EOS Enerev Options & Solutions - Consulting Companv

Provided testimony for multiple clients in both Detroit Edison and Consumers Energy in over 30 regulatory
proceedings. Testimony topics included rates, public policy and deregulation. Also testified in several

legislative proceedings in both Michigan and Ohio, addressing energy policy. Provided expert witness

testimony in Massachusetts regarding wind energy projects.

NATURAL GAS COMBINED CYCLE EXPERIENCE

Consumers Energv - 1,560 MW Midland Cogeneration Venture
Member of a small team selected to investigate the feasibility of converting the mothballed Midland Nuclear

Plant into a fossil fueled power plant. Established new plant configuration that repowered the existing

nuclear steam turbine with natural gas fired combustion turbines and heat recovery steam generators.

Developed the new thermal cycle and heat rate, determined how to supply steam to Dow chemical for
cogeneration, developed models for projecting plant performance, defined which portions of the nuclear
plant were useful in the new combined cycle plant and forecasted project economics.

Nordic Enerev - Vice President

Project Manager for the development of two 1,150 MW IGCC projects proposed to Georgia Power and Xcel

Energy in response to RFPs. Responsibilities included establishing thermal cycles, equipment selection, site

selection, supervising engineering, developing project proforma and proposals.

Project Manager for 230 MW power barge to be located on the Columbia River near Portland Oregon. Lead

the project development team responsible for securing equipment, designing the power plant, design of
barges, assessing site feasibility, developing project economics and interconnection applications.

RENEWABLE ENERGY EXPERIENCE

Matinee Energy - Utility Scale Solar Developer

Engineering design and project development consultant for utility scale solar photovoltaic projects.

Development activities include site selection, equipment specifications, financial analysis and preparation of
proposals. Also responsible for engineering and securing electrical interconnection.

Windlab Developments USA - Wind Power Developer

Responsible for greenfield development of the US platform for wind energy projects east of the Mississippi.

Developed the company's engineering protocol for wind project design and construction, responsible for
managing engineering design and construction of projects, and established six wind power projects (750

MW). Responsible for negation of Power Purchase Agreements, electrical interconnection studies, interface

with Midwest ISO and submitting Generation Interconnection Application.

TradeWind Energy - Wind Power Project Developer

Project developer for 800 MW of wind power projects in Michigan and Indiana. Introduced new project

management methods to the development process which resulted in savings of over 5200,000 annually on

each project.
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Riehqrd A. Potich, P..e.

Monoging Direetor - Power Supply Services

Third Planet Windpower - Wind Power Project Developer

Engineering and project management consultant to support the startup of new wind power company.
Established engineering standards used for selection of wind project equipment and project construction,
analysis tools for evaluating projecting wind project power production, and performed project economic
modeling.

Noble Environmental Power - Wind Power Project Developer

Electric transmission system consultant on the development of several wind power projects. Supported
Noble's decisions on transmission gird interconnect and negotiate interconnection agreements.

ENERGY EFFICIENCY EXPERIENCE

Arkansas Energy Office - Weatherization Assistance Program Evaluation

Evaluated the performance and operations of Arkansas's Weatherization Assistance Program. This included
review of program effectiveness, program operations, energy efficiencies attained, adequacy of energy
efficiency measures and subcontractor performance.

CLEAResult * Arkansas Energy Efficiency Programs

Energy efficiency operations and program support for 400% increase in Arkansas energy efficiency programs.
Developed processes for data collection, field staff deployment and job assignments.

ECONOMIC IMPACT ASSESSMENT

Michigan Department of Environmental Quality - Economic lmpacts of a Renewable Portfolio Standard and
Energy Efficiency Program for Michigan

Project Manager for this report which focused on the economic impact of renewable portfolio standard and
energy efficiency programs on the State of Michigan. The evaluation sued in this report encompassed using
integrated resource planning models, econometric modeling and electric pricing models for the entire State
of Michigan.

West Michigan Business Alliance - Alternative and Renewable Energy Cluster Analysis

Prepared the report provided a road map for Western Michigan businesses to establish new business in the
renewable energy industry.

POWER PROJECT EXPERIENCE:

Detroit Edison St Clair Power Station - Performed coal combustion analysis associated with conversion
Powder River Basin coal. Work included pulverizer mill performance testing, boiler combustion analysis on
new coal, and unit performance analysis.

Consumers Energy Campbell 3 - Supported start-up efforts of this 800 MW pulverized coal power plant. Part
of team that performed analysis of boiler data and determined the cause of superheater failure. Also part of
team to analyze performance test data for warranty evaluation.

Consumers Energy Weadock Plant - Design oversight and specified various plant upgrades during major
maintenance outage. Included replacement of high-pressure superheater, design of new steam supply pipes,
valve specifications and supported plant restart.
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PAPERS & PUBLICATIONS

Engineering and Economic Evaluation of offshore Wind Plant Performance and Cost Data,2oL!, produced
for the Electric Power Research lnstitute, KEMA, Inc.

FERC's 75% Fast Track Screening Criterion, 2O!2, Paper reviewing the FERC 15% screening criteria for
electrical interconnection, KEMA, Inc.

lslond of Saint Maarten Sustainable Energy Study,2O!2, Produced for the Cabinet of Ministry VROMI, KEMA
Inc.

A Study of Economic lmpacts from the lmplementation of a Renewable Portfotio Standord and on Energy
Efficiency Program in Michigan,2007, Produced for the Michigan Department of Environmental euality
Alternative and Renewable Energy Cluster Analysis,2007, Produced for the West Michigan Strategic Alliance
and The Right Place

COURSES & SEMINARS

Association of Energy Engineers - Certified Energy Manager
Green Building Council - Associated LEED Certification Training
CLEAResult Leadership Academy

COMMUNITY SERVICE AND ACTIVITIES

Bicycling, hiking and cross-country skiing
lnstrument-Rated Private Pilot
Habitat for Humanity
Scoutmaster
Soccer coach and referee
Volunteer work for disaster relief and building homes in Mexico
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Paee I

PREVIOUS TESTIMONY OF RICHARD A. POLICH

(-|.IN/rlVIrssInN (^ASf,'. (}N REIIAI;F' TITLE
Florida
FERC

20190001-E1
ERl7-1821-002

Florida OPC
Joint Customers

Fuel and Purchase Power Cost Recovery Clause

Revenue Requirement for Reactive Power Production Capability
of the Panda Stonewall Generating Facility
Duke Energy Progress General Rate Case

Duke Energy Indiana, LLC for Fuel Cost Adjustment Clause

Montana-Dakota Utilities 2016 Electric Rate Increase Application
Regarding the Hawaiian Electric Company,Inc. and NextEra Merger
Northern States Power Determination of Prudence

Consumers Energy Approval of an Experimental Retail Wheeling Case

General Rate Case

Proposal for Market-Based Rates Under Rate-K
1996 General Rate Case

Supplier Licensing
Consumers Energy Stranded & Implementation Cost Recovery

Detroit Edison Stranded & Implementation Cost Recovery
Detroit Edison Asset Securitization Case

Consumers Energy Retail Open Access Tariff
Detroit Edison Retail Open Access Tariffs
Consumers Energy Asset Securitization Cases

Stranded Cost Methodology Case

Consumers Energy 2A00,2001 & 2002 Stranded Cost Case

Detroit Edison 2000 & 2001 Stranded Cost Case

Consumers Energy Securitization of Qualified Costs

Consumers Energy 2002 Stranded Costs

Detroit Edison General Rate Case

Detroit Edison 2004 Stranded Cost &
Detroit Edison 2004 PSCR Reconciliation Case

North Carolina E-2 Subll42 North Carolina AG
Indiana 38707 FACI I l-S1 Nucor Steel

North Dakota PU-16-166 ND PSC Staff
Hawaii 2015-0022 Sun Edison
North Dakota PU-15-96 ND PSC Staff
Michigan U-10143 Consumers Energy
Michigan U-10335 Consumers Energy
Michigan U-10625 Consumers Energy
Michigan U-10685 Consumers Energy
Michigan U-l1915 Energy Michigan
Michigan U-l1955 Energy Michigan
Michigan U-l1956 Energy Michigan
Michigan U-12478 Energy Michigan
Michigan U-12488 Energy Michigan
Michigan V-12489 Energy Michigan
Michigan U-12505 Energy Michigan
Michigan U-12639 Energy Michigan
Michigan U-13380 Energy Michigan
Michigan U-13350 Energy Michigan
Michigan U-13715 Energy Michigan
Michigan U-872A Energy Michigan
Michigan U-13808 Energy Michigan
Michigan U-13808-R Energy Michigan
Michigan V-14474 Energy Michigan
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PREVIOUS T1ESTIMONY OF RICEARD A. POLICH

COITTNTTSSTON cASn. ON RIIII
Michigan U-13933 Energy Michigan Delroit Edison Low-Income Energy Assistance Credit for Residential Elechic

Customers
Michigan U-13917-R Ener$/ Michigar Consumers Energy 2004 PSCR Reconciliation Case
Michigan U-13989 Energy Michigan Consumers Energy Re4uest for Special Contract Approval
Michigan U-14098 Energy Miohigan Consumers Ener$/ 2003 Stmnded Costs
Michigan U-14148 Energy Michigan ConsumeN Energy MCL 460.10d(4) Case
Miohigan U-14347 Energy Miohigan Consumers Energy General Rate Case
Michigan U-14274-k Energy Michigan Consumers Energy 2005 PSCR Reconciliation Case
Michigan U-14275-R Energy Michigan Detroit Edisor Company 2005 PSCR Reconciliation Case
Michigan U-14399 Energy Michigan Detroit Edison Company Application for Unbmdling ofRate
Michigan U-14992 Energ/ Michigan Power Purchase Agreement and for Other Relief in Conneotion with the sale of

the Palisades Nuclear Power Plant and Other Assets
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Figure 2: SIMPLIFIED ORGANIZAflON CHART

NorthStar Executives
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i Fund LP !
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JFL Executive
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JFL Parallel
Fund lV. L.P.JFL GP Investors lV LLC

JFL-NGS Holdings, LLC

JFL-NGS Partners, LLC

NorthStar Group Holdings, LLC

LVI Parent Corp.

Orano Decommissioning
Holdings, LLC.

NorthStar Group Services, lnc.

Accelerated Decommissioning
Partners, LLC
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Exhibit RAP-4

5. With reryect to 1'ur detcruinetim ofNo(6str's ctEditwodhiffis:

e. Did ]lour asscsffit of NoribSttr dct€rmir€ lilo'r&Str to be e 'Crcdihporthy'
cotity?

RESPONSE:

DEf objects to tlris lnten'ogntoq- to tbe e$ert it seelis iuformation reflcctlng IIEF s

intenral assessment" ana$sis and ralculation of fhe financial condition and
cmdirnnrtbiness of the AIIP endtios because such documeuts arc not releraut to the issues
in tbis proceeding, nanely the actual financial conditiou and clrdihrorthiness of the AIIP
entities, and are not reasonabl.v cnlculated to leed to the discolel-v of admissible eridence.
$'ithout n'airing this objecdon, DEf, r'esponds to this interrcgator-r as follorrs:

\['c emlurted NorthStrr to be bclw lnrtstmt grde wtich is tbe trncmlly eccepftd
steadrrd for beiry conddend 'erndltwor&y.' Eowrrcr" we dld not deticlnile
NortbStrr's crrditnortiness to be dgnEcentlyw*r&rr than its poerc,

b. How did lm asscssNorftSh's crodituuthims?
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Exhibit RAP-5

5. With rcspcct to your deteruioation ofNo'r&Sttr's cradihrtorthhcss:

e. Did 5ou pcrforfli an analysis of Nortb,Sh's ability to sustain fioaffial loss or
rnfawrablc ocoootric cmditims md potcotial fr bmtn$cy. as ttese ailnl)'scs
fl,ould bc usod in rrlhat it comqonly ooosidsod to be a fnaocial stress test md if so,

${nt urcre ftercsulls of that analwis?

RESPONSf,:

DEf objects to this inten'ogatorl' to the ertert it seeks information rellecting DEf's
intemal rssesfltrenl" annlysis aud cdculation of the fnaudel mndition and
creditrrorthinesr of tbe ADP entities because such docwrents am uot releraut to the issues

in this proceedlng, nnmel-v the acfual financial condition and credifn'otthiness of the AIIP
antitles, and arc noi ronsonably calculated to lead to the dlscorery of admlssible eridence.
\l'ithout rairing this objection, Df.f responds to this interlogatorl'as follorrs:

Il'c do not p€rforur forrnrl ft'€sr tosfs such m thoso rcquft'ed for banlis bf Dodd frank
Eorctcr, rrr do conslder el entity's abi[q' to lrithshud e negath'e credit etent or
econodc downtura. The lergescale nrturc of Nortl$trr's pruf*cts in relatiou to the
corryenlts slze mas t{tmtltred rs a rl* fnctor h our crRlurtion.
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NORTHSTAR GROUP SERVICES, INC.
Consolidated Balance Sheets
December 31,2015 and 2014
(in thousands, except share data)

2015 2014

ASSETS

CURRENT ASSETS

Accounts receivable - net

Costs and estimated earnings in excess of billings
on uncompleted contracts

Inventories - net

Income tax receivable

Prepaid expenses and other current assets

Total current assets

Properly and equipment - net

OTHERASSETS
Goodwill
Other intangible assets - net

Restricted cash

Defened financing costs - net

Deferred income taxes

Other noncurrent assets

Total assets

The accompanying notes are qn integral part of these statements.

155,378

18,466

4,695

6,939

l g5,47g

26,061

138,917

42,360

t66
7,953

955

$ 401,890

$ 140,448

22,092

5,760

403

3,941

172,644

23,640

138,917

56,669

r66
7,591

2,964
1,043

$ 403,624

-l-
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NORTHSTAR GROUP SERVICES, INC.
Consolidated Balance Sheets
Docember 31, 2015 and 2014
(in thousands, except share data)

Dockot No. 20l90l4GEI
NORTHSTAR GROUP HOLDINGS, LLC AND NORTHSTAR GROUP

SERVICES, INC. FINANCIAL STATEMENTS
Exhibit RAP{

Page 4

2015 2014

LTABILITIES AND STOCKHOTDER'S EQIIITY

CTJRRENT LIABILITIES

Checks in transit

Cunent maturities of long-term obligations

Accounts payable and accrued contract costs

Accrued expenses and other cunenl liabilities

Billings in excess of costs and estimated earnings on

uncompleted contracts

Income taxes payable

Defened income taxes

Total cunent liabilities

NONCURRENT LIABILITIES

Long-term obligations

Income ta,r liability

Due to parent

Defened income taxes

Total liabilities

COMMITMENTS AND CONTINGENCIES (Note I l)

STOCKHOLDER'S EQUTY

Common stock ($l par value; authorized, issued and outstanding

shares; December 3 l, 20 I 5 and 2014, respectively)

Additional paid-in capital

Accumulated deficit

Total stockholder's equity

Total

The accompanying notes are an integral part of these statements.

147,086 156,947

301

19,967

83,049

36,735

7,021
1

223,023

664

l,l7g
8,159

100

141,413

$ 4,044

17,834

81,810

27,220

12,086

13,953

219,415

4,257

1,010

380,1I I 381,629

100

l4l,4l3
(119,734) (119,518)

21.779 2l,gg5

$ 401,890 $ 403,624

-2-
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NORTHSTAR GROUP SERVICES, INC.
Consolidated Statements of Operations and Comprehensive Income
Years ended December 31,2015 and 2014
(in thousands, except share data)

2015 2014

Revenues

Cost ofrevenues

Gross profit

Selling, general, and administrative expenses

Operating income (loss)

OTHER INCOME (EXPENSE)

Interest expense

Amortization expense

Management charge to related party

Early termination fee on extinguished debt

Gain on bargain purchase

Other - net

Total other income (expense)

Loss before income taxes

Income tax benefit

Net loss

TIte accompanying notes are an integral part of these statements.

$ 652,326 $ 473,240

548,960 407,452

r03,366

73,720

29,646

(t9,434)
(15,531)

lot,

(348)

(6,010)

(5,794\

$ (216)

65,799

69,271

(2,493\

(13,423)

(9,355)

(1,51 3)
(5,050)

5,476

989

(35,656) (22,876\

(25,359)

(12,721\

$ (12,638)

-3-
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NORTHSTAR GROUP SERVICES, INC.
Consolidated Statemenb of Ghanges in Stockholder's Equity
Years ended December 31, 2015 and 2014
(in thousands, except share data)

Comnon Stock Additional

Numbcr of

Shrres

Prid-in (Accumuhted Stockholder's

. Crpitrl Delicil) . Equity

$ 116,702 $ (106,880) $ 9,922Brlance - December 31,2013

Distibutions to parent

Confibution from puent

Net los

Balance - Dccenber 31,2014

Net loss

Brhnce - Decembcr 31, 2015

100,000 $

(5,184)

29,895

100

I 00,000 100 l4l,4l3

- (5,184)

- 29,895

(12,638) (12,63E)

(l19,518) 21,995

(2r 6) (2r 6)

100,000 $ 100 $ l4l,4l3 $ (119,734) $ 21,779

The accompanying notes are an integral part of these statements.

-4-
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NORTHSTAR GROUP SERVICES, INC.
Consolidated Statements of Cash Flows
Yearc ended December 31, 2015 and 2014
(in thousands, except share data)

2015 2014
CASH FLOWS FROM OPERATING ACTIVITIES

Net loss

Ad-iustments to reconcile net loss to net cash! provided by (used in) operating activities
Depreciation and amortization
Gain on sale of fixed assets

Accrued interest expense - non-cash
Gain on bargain purchase

Gain on extinguishment of debt
Deferred income taxes
Changes in operating assets and liabilities

Accounts receivable and costs and estimated
earnings in excess ofbillings on uncompleted contracts

Inventories
Prepaid expenses and other current assets

Othcr noncurrent assets

Accounts payable and billings in excess ofcosts
and estimated earnings on uncompleted contracts

Accrued expenses and other current liabilities
Income taxes

Net cash (used in) provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Pa)rments associated with purchase agreementsr net of cash acquired
Restricted cash

Capital expenditures

Purchase of intangible asset
Proceeds from sale offixed assets

Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from line of credit
Repa5rments of line of credit
Principal payments on long-term obligations
Deferred financing costs paid
Proceeds from issuance oflong-term debt
Contributions and advances from parent - net

Net cash provided by (used in) financing activities

Net decrease in cash and cash equivalents

Cash and cash equivalents - beginning ofyear

Cash and cash equivalents - end ofyear

The accompanying notes are an integral part of these statements.

$ (216) $

26,2r5
(l l7)

3,017

(2,830)

(1 1,304)
1,065

(2,998)
88

(3,820)
5,772
(3,183) (2,824\

r 1,689 (11,612)

( 12,638)

17,918
(43s)
l4l

(s,476)
( 1,1 08)

(10,307)

(3,72r)
53

l,019
(1 5s)

t,904
4,017

(4,828)

756

(4,O72)

l2l,l00
(l l 1,600)
(r5,692)
(r,se4)

169

nnn

(4,374)

1,530
(3,839)

(50)
654

(6,079)

171,600
(159,100)
(r4s,728)

(6,344)
150,o44

1,590

12,062

(s,629)

5,629

$-$-
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NORTHSTAR GROUP SERVICES, INC.
Consolidated Statements of Cash Flows
Yeans ended December 31, 2015 and 20{4
(ln thousands, except share data)

2015 2014

SUPPLEMENTAL DISCLOSURES OF CASH FLOW
Infbrmation - cash paid during the year for
Interest $ 17,064 $ 16,255

Income taxes $ 290 $ 440

NONCASH TRANSACTIONS
Assets acquired pursuant to capital leases $ g,gg9 $ 4,309

The accompanying notes are an integral part of these statements.

-6-
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I. ORGAI{IZATION AND BUSINf,SS

NorthStar Group Services, lnc. (fomrerly LVI Services Inc., the "Comparry") is a wholly owned subsidiary
of NorthStar Group Holdings, LLC. The Company provides a number of building facility services
including asbestos abatement, lead abatentent, nrold remediation, enlergency disaster response, interior and
structural demolition, salvage and recycling of related materials, fireproofing, design-build, repair,
remodeling, and new construction services, and other specialty contracting services to a broad range of
commercial, industrial, and institutional clients located throughout the United States. The Company
provides its contracting services through its wholly owned subsidiaries: NofthStar Demolition and
Remediation, Inc. (also doing business as NorthStar D and R, Inc., LVI Facility Services of CT, lnc.,
Northeast Remediation, Twin Brooks Environnrental, and LVI Environmental Services), Northstar
Demolition and Remediation, LP, NorthStar Contracting Group, Inc., NorthStar CG, LP (also doing
business as EWR, Nutech Concrete Sawing and Drilling, Nutech Sawing and Drilling, Nutech, Renu, REnu
Recycling Services, Environmental Waste Resources, Nuprecon Acquisition, LP, Nuprecon, LP and
Nuprecon), Northstar Recovery Services Inc., NorlhStar Federal Services. Inc. (also doing business as

Randolph Construction Services), LVI Environmental Services Inc., TEG/LVI Environmental Services Inc.
(also doing business as Structural Protection Services Systems), LVI Facility Services Inc., LVI Services of
No(h Carolina Inc., and LVI Environmental Services of New Orleans. Inc.

Contribution Agreement - NCM

On April 23,2014, the owners of the Company entered into a contribution agreenrent with the former
owners of the NCM Subsidiaries (the "Contribution Agreenrent"). The NCM Subsidiaries are demolition
contractors specializing in interior demolition, full building demolition, saw cutting, core drilling, asbestos
abatement services, lead paint abatement services, mold remediation, disaster response and recycling
container rental services throughout the United States. Per the terms of the Contribution Agreement, the
former owners of the NCM Subsidiaries agreed to contribute 100% ofthe NCM Subsidiaries to the
Company in exchange for ownership Units in NorthStar Group Holdings, LLC representing3T.5oh
ownelship of the consolidated group (the "NCM Acquisition").

The purchase consideration was allocated to the tangible and intangible assets acquired based on their
estimated fair values at the date of acquisition.

The purchase price was allocated in the following manner:

Property and equipment

Net working capital

Goodwill
Trademark

Customer list
Acquired contracts

Other assumed assets

$ 10,304

8,605

81,263

2,400

31,200

2,400

1,544

Net assets acquired $____J1lu6

The Company determined that the trademark has a useful economic life of five years, the customer list has a
useful economic life of five vears and the acouired_contracts have a useful economic life of twelve months.

2019014o-DEF-OPCPODI-l 2-000009
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Accordingly, the Company is amortizing the trademark, the custonrer list and the acquired contracts over
five years, five years and twelve months, r'espectively, on a straightJine basis with no residual value. The
goodwill acquired with the NCM Acquisition represents tlre residual fair value of the ownership Units
issued to the fonner owners of the NCM Subsidiaries over the fair value of the acquired tangible and

identifiable intangible assets. The goodwill associated with the acquisition is not expected to be deductible
for tax purposes.

Subsequent to the NCM Acquisition, the parties to the Contribution Agreement filed lawsuits against each

other, the resolution of which may affect the final purchase price and income taxes related to the NCM
Acquisition. Cunently the Company is unable to estimate tlre outcome of these pending matters, and has

recorded the fair values of the assets acquired using the best available infomration. Once the final outcome
becomes determinable, the Company nray need to adjust the acquisition values of the acquired assets

including the related tax implications through current earnings.

Asset Purchase Agreement' WRS

WRS Infrastructure & Environment, Inc. ("WRS") is a provider of envirorunental, remediation and civil
construction services throughout the United States. On July 25,2014, WRS filed voluntary petitions for
relief under the United States Bankruptcy Code, and began actively to market and solicit bids for the sale of
tlre company. On August 27,2014, the Company entered into an Asset Purchase Agreement (the "APA")
with WRS to acquire the equiprnent, trademarks, workforce and certain contracts of WRS (the "WRS
Acquisition"). The APA specifically excluded all working capital including cash that would exist as of the
closing date. The WRS Acquisition was completed on October 31,2014, forconsideration of $5,117, of
which $5,000 was paid to the sellers and $117 was paid to certain of the sellers' creditors. The acquisition
was financed through the issuance of ownership Units to the Company's Members in exchange for an
equity contribution of $6,000 cash.

The purchase consideration was allocated to the tangible and intangible assets acquired based on their
estimated fair values at the date of the acquisition. The Company had an appraisal performed for the
equipment acquired and recorded these assets at the estimated fair values.

The purchase price was allocated in the following manner:

Property and equipment

Trademark

Customer list
Acquired contracts

$ 3,093

500

5,800

1,200

Net assets acquired $ 10,593

The Company determined that the trademark has a useful economic life of five years, the customer list has a

useful economic life of five years and the acquired contracts have a useful economic life of one year.
Accordingly, the Company is amortizing the trademark, the customer list and the acquired contracts over
five years, five years and one year, respectively, on a straight-line basis with no residual value.

-8-
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After assessing the fair value of the identifiable assets acquired, the consideration paid was below fair value
and accordingly, the Company recognized a gain on bargain purchase of $5,476 which is included in net
income for the period.

Stock Purchase Agreement - Randolph Construction Services, fnc.

On March 76,2012, the Company entered into a Stock Purchase Agreement (the "Agreement") to acquire
100% of the shares of capital stock of Randolph Consh'uction Services, Inc. (Randolph), a design-build,
repair and remodeling company located in the state of Washington. The aggregate purchase price was
$9,053 including post-closing working capital adjustments. At closing, $250 was paid in cash, and the
Company issued a promissory note for the remaining amount of $8,803 (the "Promissory Note," see Note
e).

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation

The accounting and reporting policies of the Cornpany conform to generally accepted accounting principles
in the United States of America ("U.S. GAAP"). References to U.S. GAAP are to the Financial Accounting
Standards Board ("FASB") Accounting Standards Codification (the "Codification" or "ASC"). Certain
reclassifications have been made to prior year amounts to conform to the current year's presentation.

Principles of Consolidation

The consolidated financial statements include all of the accounts of the Company and its wholly owned
subsidiaries. All significant intercompany accounts and transactions have been eliminated in consolidation.

Use of Estimates

The preparation of the consolidated financial statements in conformity with U.S. GAAP requires
management to make estimates and assumptions that affect the amounts of assets and liabilities, as well as
revenues and expenses at the date of the consolidated financial stalements and accompanying notes.
Significant estimates made relate to percentage of completion accounting, revenue recognition, income
taxes, the determination of the allowance for doubtful accounts and the valuation of consideration
transferred in business combinations. Actual results could differ materially from those estimates.

Cash and Cash Equivalents

For financial reporting purposes, the Company considers highly liquid investments, purchased with original
maturities of three months or less, to be cash and cash equivalents. As of December 31, 2015 and2014,
cash consisted ofcash on deoosit.

Restricted Cash

Restricted cash relates primarily to cash pledged to fund paid losses within the deductible limits of the
Company's workers' compensation insurance proglam.

Inventories

Inventories are stated at the lower of cost or market using a first-in, first-out basis to determine cost.
Inventories consist of consumable materials and small tools used in the business. The Companv records an

-9-
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allowance for shortage and damage based on historical trends and any known changes in the inventory
balance.

Construction-Type Contracts

In accounting for long-term construction-type contracts, including salvage revenues, the Company follows
the provisions of ASC Topic 605-35 Revenue Recognition - Construction-Type and Production. Depending
on the commercial terms of the contract, we recognize revenues either when costs are incurred, or using the

percentage of completion method of accounting by relating contract costs incurred to date to the total
estimated costs at completion. Contract losses are provided for in their entirety in the period they become

known, without regard to the percentage of completion, and for the years ended December 3 I , 20 I 5 and

2014, the Company recorded $254 and $3,071 for loss contracts, respectively. We also recoglrize as

revenue costs associated with claims and unapproved change orders to the extent it is probable that such

claims and change orders will result in additional contract revenue, and tlre anrount of such additional
revenue can be reliably estimated. Revenues are recorded net of sales tax. Contract revenues include
revenues from salvage proceeds for the years ended December 31,2015 and 2014 totaling $20,084 and

541,746, respectively. The asset Costs and estimated earnings in excess of billings on uncompleted

contracts represents revenues recognized in excess of amounts billed. The liability Billings in excess of
costs and estimated eamings on uncompleted contracts represents amounts billed in excess of revenues

recognized.

Revenue Recognition of Claims

Claims receivable represent amounts in excess of the contract price from customers or others for
unanticipated additional costs, when the additional costs result from customer-caused delays, errors in

specifications and designs, contract terminations, and change orders in dispute or unapproved as to both

scope and price. Such amounts are accrued as additional revenue when recovery is probable and the amount

can be reasonably estimated, however, only to the extent that costs relating to the claim have been incurred.

Claims receivable are presented in either unbilled accounts receivable, if the project is complete, or Costs

and estimated eamings in excess of billings on uncompleted contracts, if the project is still in progress.

Revenue subject to claims as of December 31, 2015 and2014 was $13,194 and $10,480, respectively.

Accounts Receivable

Retained accounts receivable represents amounts owed by clients for services rendered which are not due

until completion of the related contract. Unbilled accounts receivable represents revenues recognized in
excess of amounts billed on completed contracts. Accounts receivable including retained and unbilled
accounts receivable are expected to be collected within one year. The Company estimates an allowance for
doubtful accounts based on historical bad debts, factors related to specific customers' ability to pay, and

current economic trends. The Company writes off accounts receivable against the allowance when

management determines the balance is uncollectible and the Company ceases collection efforts.
Management believes that the allowance recorded is adequate to provide for anticipated credit losses.

Property and Equipment

Property and equipment are carried at cost less accumulated depreciation. Depreciation is provided on the

straightJine method over the estimated useful lives of the related assets, ranging from three to seven years.

l0-
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Goodwill and Intangible Assets

Goodwill represents the excess of cost over fair value of the net assets purchased in acquisitions. The
Company accoullts for goodwill and certain indefinite-lived trademarks in accordance with ASC Topic 350
Intangibles - Goodwill and Other. Intangible assets that are not subject to arnortization, such as goodwill
and indefinite-lived trademarks, are subjict to periodic testing for impairment under ASC Topic 350. The
Company performs an annual impairment analysis at December 3l or instead may perform a qualitative
assessment to determine whether it is more likely than not that the fair value if its reporting unit is greater
than its canying amount. The more likely than not threshold is defined as having a likelihood of more than
50%. Testing for impairment is to be done at least annually and at other times if events or circumstances
arise that indicate that impairment may have occurred.

As a result of performing the first step of its fwo-step annual impairment analysis at December 31,2015
and2014, the Company has concluded that there has been no impainrrent of goodwill.

Intangible assets determined to have definite lives are amortized over their useful lives. Other intangible
assets include customer lists and acquired contracts. Customer Lists are amortized on a straight-line basis
over a period of between three to five years. Acquired contracts are amortized on a straight-line basis over
one year, representing the approxilnate contract performance period.

Recoverability of Assets

In accordance with ASC Topic 360, Property, Plant and Equipment, the Company's longJived assets are
reviewed for impairment whenever events or changes in circumstances indicate that the net carrying amount
may not be recoverable. Wten such events occur, the Company measures impairment by cgmparing the
carrying value of the long-lived asset to the estimated undiscounted future cash flows expecied to result
from use of the asset and its eventual disposition. lf the sum of the expected undiscounted future cash flows
is less than the carrying amount of the asset" the Company would recognize an impainnent loss. The
impairment loss, if determined to be necessary, would be measured as the amount by which the carrying
amount of the asset exceeds the fair value of the asset. The Company detelmined that there was no
impairment of long-lived assets during the years ended December 3l , 2014 and 2013.

Deferred Financing Costs

The Company amortizes deferred financing costs over the life of the related debt using the straightline
method, which approximates the effective interest rate nrethod.

Fair Value of Financial Instruments

The guidance in ASC Topic 825, Financial Instruments paragraphs 10-50-16 tlrrough 50-19, requires
disclosure of fair value information about financial instruments, whether or not recognized on the balance
sheet, for which it is practicable to estimate that value. In cases where quoted market prices are not
available, fair values are based on estimates using present value or other valuation techniques, and are
determined in accordance with the provisions of ASC Topic 820, Fair Value Measurements and
Disclosures. ASC Topic 825 excludes certain financial instruments and all nonfinancial instruments
from its disclosure requirements. ASC Topic 820 defines fair value, establishes a framework for measuring
fair value and expands disclosure requirements about fair value measurentents for financial reporting. The
guidance establishes a three-tier value hierarchy, which prioritizes the inputs used in measuring fair value.
These tiers include: Level 1 - defined as quoted prices in active markets for identical instruments; Level 2

- defined as inputs other than quoted prices in active markets; and Level 3 - defined as unobservable inputs

- t1-
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(in thousands, except share data)

in which little or no nrarket data exists, therefore requiring an entity to develop its own assumptions. The

canying value and estimated fair value of long-term obligations at December 31,2015 was $242,989 and

$237 ,872, respectively. The carrying value and estinrated fair value of long-term obligations at

December 31,2014 was $237,429 and $220,262, respectively. There are no quoted prices in active markets

or other inputs thal ire either directly or indirectly observable for the long-term obligations, and therefore

the Company measured the fair value of the long-term debt obligation by comparing the movements in the

risk-free rate and the spread ofthe Baa corporate bond rate from the date ofthe inception ofthe debt
(Level 3). Because of the short maturities, the carrying amounts of the other financial instruments

approximate fair value.

Income Taxes

The Compamy accounts for income laxes under the provisions of ASC Topic 740, lnconre Taxes. Under
ASC Topic 740. a currerrt or deferred tax liability or benefit is recognized for current or deferred tax effects

of all events recognized in the consolidated financial statements. Those effects are measured based on

provisions of current tax law to determine the amount of taxes payable or refundable currently or in future
years. Tlre tax effects of eaming income or incurring expenses in future years or the future enactment of a

change in tax laws or rates are not anticipated in determining deferred tax benefits or liabilities.

The Company follows the guidance with respect to accounting for uncertainty in income taxes. This
guidance, located in ASC Topic 740, paragraph l0-65, clarifies the accounting for uncertainty in income

taxes recognized in the consolidated financial statements. The guidance prescribes a recognition threshold

and measurement attribute for financial statement recognition and measurement of tax positions taken or
expected to be taken in a tax retum. The guidance in ASC Topic 740 states that an "enterprise shall initially
recognize the financial statement effects of a tax position where it is more likely than not, based on the

technical merits, thal the position will be sustained upon examination." "More likely than not" is defined

as a likelihood ofgreater than 50% based on the facts, circumstances, and infonnation available at the

repofting date. The Company includes penalties and interest as income tax expense.

Recent Accounting Pronouncements

In November 2015, the FASB issued ASU 201 5-17, Balance Sheet Classification of Deferred Taxes. This
ASU requires entities to classif all defened tax assets and liabilities as noncurrent on the balance sheet

instead ofseparating defened taxes into current and noncurrent. ASU 2015-17 is effective for interim and

annual reporting periods beginning after December 15, 2016.Early adoption is permitted as of the

beginning of an interim or annual reporting period. The Company elected to early adopt this new standard

beginning December 31,2015 and prospectively applied ASU 2015-17, and therefore deferred tax balances

presented for periods prior to December 31 ,2015 have not been recast in connection with the

implementation ofthis standard. The adoption of this standard only affects the classification of deferred tax
amounts and has no impact on the Company's results of operations.

In September 2015, the FASB issued ASU 2015-l 6, Simplifying the Accountingfor Measurement-Period
Adjustments. This ASU provides guidance to simpliS the accounting for adjustments made to provisional
amounts recognized in a business combination. Under the new guidance, an acquirer in a business

combination must recognize adjustments to provisional amounts that are identified during the measurement
period in the reporling period in which the adjustment amounts are determined. This is a change from the
previous requirement that the adjustments be recorded retrospectively. ASU 2015-16 is effective for
interim and annual reporting periods beginning after December 15, 2075, and should be applied
prospectively to adjustments to provisional amounts that occur after the effective date. Management does

-12-
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not expect the adoption of ASU 2015-16 to have a material irnpact on the company's financial position,
results of operations or cash flows.

InApril20l5,theFASBissuedASU20l5-03,SimplifyingthePresentqtionofDebtlssuanceCosfs. This
ASU changes the presentation ofdebt issuance costs on the balance sheet by requiring entities to present
such costs as a direct deduction from the related debt liability rather than as an asset. ASU 2015-03 is
effective for interim and annual reporting periods beginning after December 15, 2015. The guidance
requires retrospective application and represents a change in accounting principle. The Company does not
expect the guidance to have a material impact on its consolidated financial statements, as the application of
this guidance affects classification only.

In February 20 I 5, the FASB issued ASU 201 5-02, Amendnlents to the Consolidqtion Analysis. This ASU
amends the consolidation guidance for variable interest entities (VIEs) and general parlnem' investments in
limited paftnerships and modifies the evaluation of whether limited partnerships and similar legal entities
are VlEs or voting interest entities. ASU 2015-02 is effective for interim and annual reporting periods
beginning after December 15, 2015. The Company is currently assessing the impact of the adoption that the
amended guidance will have on its consolidated financial statements.

In January 201 5, the FASB issued ASU 201 5-01, Simplifuing Income Statement Presentation by
Eliminating the Concept of Extraordinary ltems. Under this ASU, an entity will no longer be allowed to
separately disclose extraordinary items, net of tax, in the income statement after income from continuing
operations if an event or transaction is unusual in naturc and occurs inltequently. ASU 2015-01 is effective
for interinr and annual reporting periods beginning after December 31, 201 5 with early adoption permitted.
Upon adoption, the Company may elect prospective or retrospective application. Management does not
expect the adoption of ASU 2015-01 to have a material impact on the Company's financial position, results
of operations or cash flows.

In August 2014, the FASB issued ASU 2014-1 5, Disclosure of Uncertainties about an Entity's Ability to
Continue as a Going Concern. This ASU requires managemenl to perform interim and annual assessments
of an entity's ability to continue as a going concern within one year of the date the financial statements are
issued and to provide certain disclosures ifconditions or events raise substantial doubt about the entity's
ability to continue as a going concem. ASU 2014-15 is effective for annual reporting periods ending after
December 15,2A16 and subsequent interim reporting periods. The adoption of ASU 2014-15 will not have
any impact on the Company's financial position, results of operations or cash flows.

In June 2014,the FASB issued ASU 2014-1 2, Accountingfor Share-Based Palansnts When the Terms of an
Award Provide That a Pedorntance Target Could Be Achieved After the Requisite Service Period. This
ASU requires that a performance target that affects vesting, and that could be achieved after the requisite
service period, be treated as a performance condition. ASU 2014-12 is effective for interim and annual
reporting periods beginning after December 15, 2015. Management does not expect the adoption of ASU
Z0l4-12 to have amaterial impact on the Company's financial position, results of operations or cash flows.

In May 2014.the FASB issued ASU 2014-09, Revenuefrom Contacts with Customers, which outlines a
single comprehensive model for entities to use in accounting for revenue arising from contracts with
customers and supersedes most current revenue recognition guidance, including industry-specific guidance.
ASU 20 I 4-09 outlines a five-step process for revenue recognition that focuses on transfer of control, as
opposed to transfer ofrisk and rewards, and also requires enhanced disclosures regarding the nature,
amount, timing and uncertainty of revenue and cash flows from contracts with customers. Major provisions

- 13 -
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include determining which goods and services are distinct and require sepaxate accounting, how variable
consideration (which may include change orders and claims) is recognized, whether revenue should be

recognized at a point in time or over time and ensuring the time value of money is considered in the
transaction price. This ASU is effective for interim and annual reporting periods beginning after
December 15, 2018 and can be applied either refiospectively to each prior period presented or as a

cumulative-effect adjusfrnent as of the date of adoption. Management is cunently evaluating the impact
of adopting ASU 2014-09 on the Company's financial position, results of operations and cash flows.

In 2015, the Company adopted ASU 2013-04, Obligatiotrs Resultingfrom Joint and Several Liability
Arrangements for Which the Total Amount of the Obligation Is Fixed at the Reporting Date - a consensus of
the Emerging Issues Task Force (ASC 405, Liabilities). The Update provides guidance for the recognition,
measurement, and disclosure of obligations resulting from joint and several liability arrangements for which
the total amount of the obligation within the scope of this guidance is fixed at the reporting date. This ASU
is an update to the FASB ASC Topic 405, *Liabilities." The adoption of ASU 201344 did not have a
material impact on the Company's financial position, results of operations or cash flows.

3. ACCOUNTS RECETVABLE - NET

The balances in accounts receivable - net as of December 31.2015 and20l4are as follows:

2015 2014

Billed
Retained

Unbilled

Total accounts receivable

Less allowance for doubtful accounts

Accounts receivable - net

$ 115,677 $

24,675

107,169

24,012

-14

16,862 12,406

157,214 143,587

(1,836) (3,139)

$ 155,378 $ 140,448
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4. COSTS AND ESTIMATED EARNINGS ON UNCOMPLETED CONTRACTS

Costs and estimated earnings on uncompleted contracts as of December 31, 2015 and 2014 consist of the
following:

2015 20r4

Costs incurred on uncompleted contracts

Estimated eamings

Less billings to date

The above amounts are inchrded in the consolidated

balance sheets under the following captions

Costs and estimated earnings in excess of billings

on uncompleted contracts

Billings in excess of costs and estimated earnings on

uncompleted contracts

Furniture and fixtures
Computer equipment
Leasehold improvements
Equipment

Vehicles
Land and buildings

Less accumulated depreciation

Property and equipment - net

$ 10.006

$ 18,466 S 22,W2

(7,U7) (12,086)

$ 241,625

43,429

285,053

273,614

$ 11,439

$ 2r7Ao3

29,gg1

247294

237,288

PROPERTY AI\D EQUIPMENT. NET

Property and equipment - net as of December 3 1 , 201 5 and 2014 consist of the following:

2015

$ 11y'39 $ 10,006
@:

2014

$ 9s3
4,512
1,604

66,469

73,437
1,550

88,524
(62,463)

$ 26,061

$ 896

4,202

1,469

54,946

13,674
1,550

'16,737

(53,097)

$ 23,640

- 15 -
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Depreciation expense forthe years ended December 31, 2015 and 2014 was $10,684 and $8,563,
respectively, which includes the depreciation of assets under capital lease.

The gross amount of assets acquired pursuant to capital leases total $15,266 and $10,938, offset by
accumulated depreciation of $5,333 and $3,288 as of December 31, 2015 and 2014, respectively, and are

included in the table above.

6. DEFERRED FINAIYCING COSTS. NET

Deferred financing costs - net as of December 31,2015 and2}l4consists of the following:

2015 2014

Amortization of defened financing costs for the years ended December 31, 2015 and 2014 was
approximately $1,469 and $1,759, respectively, and classified as Amortization expense in the Statement of
Operations.

7. GOODWILLAND INTAIIGIBLE ASSETS

Goodwill and intangible assets deemed to have indefinite lives are not amortized. Intangible assets

determined to have definite lives are amortized over their useful lives.

The Company's goodwill relates to acquisitions made in 2005, 2007,2009,2012 and 2014. As of
December 31, 2015 and20l4, goodwill consisted of the following:

2015 20t4

Defened financing costs

Less accumulated amortization

Defened financing costs : net

At the beginning of the year

Current-year acquisitions

At the end of the year

$ 11,337 $ 9,834

(3,384) (2,253\

$ 7,953 $ 7.581

138,917 57,429

81,488

$ 138,917 $ 138,917
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As of December 31, 2015 and 2014,the Company's intangible assets and related accumulated amortization
consisted of the following:

December 3l

Weighted.

Averuge

Llseful Life

Accumulated

Amortization2015 Cost

Finite life. customer related

Finite life - trademarks

Total intangible assets

Decembcr 31. 2014

3.4 ycars

4.3 years 21,744

$ 65,919

44,17s $ 18,864 $

Impairment

25,311

17,049

$ 42,360

lmDrirment Net

Weighted.

Average

Useful Life

4,695

$ 23.559

-
Accumulrted

Amofiizrtion

o

Cost

Finite life - customer related

Finite life - hademarks

Total intangible assets

5.2 years 21,744

$ 65,919 $ 9,250

4.1 years 44,175 $ 8,817 $

433

$ 35,358

2l,3ll

$ 56,669

Amortization expense related to irttangible assets for the years ended December 31,2015 and 2014 was
$14,309 and $7,596, respectively.

As a result of its annual assessment in2014, the Company determined that one of the trade names that
previously had been deemed to have an indefinite life had a remaining estimated useful life of five years.
No impairment charges related to goodwill or other intangible assets were recognized in 2015 or 2014 in
connection with the annual goodwill impairment or qualitative assessment at December 31.

Amortization expense through 2020 andthereafter, respectively, for intangible assets subject to
amortization is as follows:

2016

2017

2018

2019

2020

Thereafter

17,849

11,662

11,662

6,936

29

322

$ 42,360Total

-17 -
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8. ACCRUED EXPENSES AI{D OTHER CURRENT LIABILITIAS

The balances in accrued expenses and other current liabilities as of December 31,2015 and20l4:

2015 2014

Payroll and other compensation accruals

Workers compensation and other liability insurance

Sales tax

Other

Current portion of long-term obligations

Senior Secured Credit Facilitv

First Lien Loan 
(t)

Lease obligations 
(")

Promissory Note 
(d)

Short-term obli gations

Noncurrent portion of long-term obligations

Senior Secured Credit Facilia

Revolver 
(u)

First Lien Loan 
(u)

Mezzanine Term Loan &)

Lease obligations 
(")

2,900 3,389

$ 19,967 $ 17,834

$ 9,138

9,242

1,749
16,374

$ 36,503

$ 6,102

8,01I
1,144

11,963

$ 27,220Accrued expenses and other current liabilities

LONG.TERM OBLIGATIONS \

The current and noncurrent portions of long-term obligations by issuance as of December 31, 2015 and

2014 are as follows:

2015 2014

$ 13,125 $

3,942

12,031

2,414

20,000

155,406

40,100

3,909

$ 219,415

$ 29,500 $

142,792

42,596

8,1 35

$ 223,023Long-term obligations

Senior Secured Credit Facility and Revolving Credit Facility

On September 7,2012, the Company entered into a Senior Secured Credit Facility (the "Credit
Facility") with various lenders, consisting of a First Lien Term Loan of $70,000 (the "First Lien

-18-
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Loan"), a $40,000 revolving credit facility (the "Revolver") and a Second Lien Term Loan of $20,000
(the "Second Lien Loan"). The two lenders under the Second Lien Loan were equity investors in the
Company's stock. The capital stock of the Company and its subsidiaries is pledged as collateral and

the lenders have a security interest in substantially all of the assets of the Cornpany and its
subsidiaries. The First Lien Loan had an original maturity of September 6,2017, whereupon the
balance outstanding on the First Lien Loan and Revolver was to be payable in full. Principal
payments on the First Lien Loan are due quarterly in amounts as described in the Credit Facility. The
Second Lien Loan was to mature on March 6,2018, whereupon the balance outstanding on the
Second Lien Loan would be payable in full.

On Aprif 23,2014, the Company completed the NCM Acquisitiorr. As of that date, the NCM
Subsidiaries were pafiy to several debt agreernents with various lenders (the "Old NCM Debt"), and

therefore the Old NCM Debt was also acquired by the Company. On April24,2074, the Company
entered into the Amended and Restated Credit and Guaranty Agreement (the "Amended Credit
Agreernent") with various lenders (the "Lenders"). Per the Amended Credit Agreement, the Firsl
Lien Loan was amended and restated to:

r Borrow an additional term loan in the aggregate principal amount of $97,625 from the

Lenders (the "Additional Borrowing")

o Increase the borrowing capacity under the Revolver to $60,000

o Extend the maturity date of the First Lien Loan and Revolver from September 6, 2017 to
April24,2019

Simultaneous with the Amended Credit Agreement, the Company entered into the Senior
Subordinated Note Purchase and Guaranty Agreement with another lender for $40,000 (the
"Mezzanine Term Loan"). The proceeds fi'om the Additional Borowing arrd the Mezzanine Term
Loan were used to repay and cancel the Second Lien Loan and the Old NCM Debt, and to pay

transaction costs incurred in relation to the Contribution Asreement and the Amended Credit
Agreement.

Interest is charged on both the Revolver and the First Lien Loan at an applicable margin percentage
above either the prime lending rate of Manufacturers and Traders Trust Company ("M&T") or above
the London InterBank Offered Rate, at the Company's option. The applicable margin is on a sliding
scale based upon the Company's total debt leverage ratio as defined in the Amended Credit
Agreement, measured quafterly and payable in cash and kind. The effective rate on the First Lien
Loan at December 31,2015 and 2014 was an annual rate of 5.7%o and 4J6Vo payable in cash plus

0.8% and 0% payable in kind, respectively. In addition, the Revolver has a fee on the unused portion
of the facility that ranges from 0.25o/o to 0.5%o per annum, based on the applicable margin as specified
in the Amended Credit Agreement. Interest on outstanding borrowings and the fee are payable

monthly.

As of December 31,2015, the Company had outstanding letters of credit inthe amountof 517,437
and had drawn $29,500, which reduced the borrowing availability under the Revolver to $13,063.

As of December 31,2015, the Company was in compliance with all financial covenants contained in
the First Lien Loan. The Company failed to comply with certain of the covenants contained in the

- 19 -
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First Lien Loan as of December 31,2014. In August 2015, the Lenders agreed to amend certain
portions of the First Lien Loan and to waive certairr events of default that had occurred and were
occun'ing thereunder (collectively, the "Debt Anrendments and Waivers"). Per the Debt
Amendntents and Waivers, all events of default that had occuned or were occurring under the First
Lien Loan as of December 31, 2014 and thereafter were waived. In addition, certain of the financial
coverlant ratios contained in the First Lien Loan were modified.

(b) Mezzanine Term Loan

In connection with the NCM Acquisition, the Company entered into the Mezzanine Term Loan on
April24,20l4 with a lender (the"Mezzanine Lender"). and received proceeds of $40,000. The
proceeds from the Mezzanine Tenn Loan were used to repay and cancel the Second Lien Loan and to
pay transaction costs incurred in relation to the Contribution Agreement and the Arnended Credit
Agreement. The Mezzanine Term Loan is subordinate to the First Lien Loan, and will mature on
October 24,2019, whereupon the balance outstanding will be payable in full. Interest is charged on
the Mezzanine Term Loan at a combined rate payable in cash arrd in kind. The amounts payable in
cash and kind are detennined based on a sliding scale determined by the Company's senior leverage
ratio as defined in the Mezzanine Term Loan documents, measured quarterly. The effective rate on
the Mezzanine Term Loan at December 3 1, 2015 and 2014 was an annual rate of 6.0oh and I 1.0%
payable in cash, plus 12.0% and 1.SYo payable in kind, respectively.

As of December 31,2015, the Company was in compliance with all financial covenants contained in
the Mezzanine Term Loan. The Company failed to comply with certain of the covenants contained in
the Mezzanine Term Loan as of December 31,2014. In August 2015 pursuant to the Debt
Amendments and Waivers, the Mezzanine Lender agrced to amend ceftain portions of the Mezzanine
Temr Loan and to waive certain events of default that had occured and were occurring thereunder. ln
additiona, all events of default that had occurred or were occurring under the Mezzanine Term Loan
as of December 3l ,2014 and thereafter were waived, and certain of the financial covenant ratios
contained in the Mezzanine Term Loan were modified.

Lease Obligations

The Company has leased equipment under capital lease agreements with various vendors for
equipment utilized in the performance of its work. The terms of the leases vary from 36 to 60 months
and carry interest rates ranging from7.40Yoto 8.35%o.

ln addition to the capital lease agreements discussed above, the Company entered into a $3,440
Master Lease Agreement (the "M&T Lease") with M&T Credit Services, LLC on June 15, 2007. The
M&T Lease bears interest at9.28%o per annum and matured in 2014.

Second Promissory Note

On March 16,2072, in connection with the Randolph Agreement, the Company issued the
Promissory Note for $8,803 relating to the estimated remaining consideration payable to the sellers.
Per the Agreement, the Company was to pay the sellers additional purchase consideration, the amount
of which was estimated by the Company as of the date of the Agreement. On March 14,2013,the
Company agreed to modifu certain terms of the Promissory Note to set the full amount of the
additional purchase consideration at $9,000 and eliminate the requirement to make annual true-up

-20 -
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payments based on Randolph's financial perfomrance, and to modify the amount of the required
quarterly installment payments to $500, with payment of the remaining atrounts owed on
May 15, 2015. The Company recorded the value of the Promissory Note at its fair value as

determined on the date of the Agreement, and recognizes accretion to the Note as interest expense
using the efl'eclive interest method. For the years ended December 31,2015 and 2014, the Company
recorded interest expense of $11 and $41, respectively, for the accretion of the Promissory Note.
Pending the outcome of ongoing negotiations with the sellers of Randolph, the Company did not
make the final payment that was due on May 1 5, 2015 as specified in the amended Agreement. The
Cornpany paid the sellers the remaining balance due of $2,900 in February and'March 2016.

At December 31, 201 5, the debt maturities and noncancelable capital lease obligations are as follows:

Long-Term Capital Total
Debt Lease Long-Term

Obligations Obligations Obligations

2016

2017

2018

2019

2020

Thereafter

$ 16,025

16,406

20,781

177 J01

230,913

$ 4,621

1 qq?

2,435

1,621

1,129
12

13,810

1,733

20,646

20,398

23,216

179,322

I 1?q

12

244,723

! -t 1r. /JJ

IO. INCOME TAXES

The provision for income tax expense for the years ended December 31,2015 and 2014 is as follows:

2015 20t4

Total payments

Less amount representing interest

Current
Deferred

Income tax benefil

s (2,964) $ (2,415)
(2,830) (10,306)

The Company's effective tax rate for 2015 and 2014 differs from the federal statutory rate mainly as a result
ofthe state taxes, permanent differences, derecognition ofuncertain tax benefits, and true-ups oflong-lived
assets.

-21
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The tax effects of tlre significant temporary differences that give rise to deferred tax assets and liabilities as

of Decenrber 31.2015 and2014 are as follows:

2015 2014

Deferred tax assets

Allowance for bad debts

Compensation accruals

State deductions

Insurance reselves

Net operating loss

Other

25,68s 23^663

Less: valuation allorvances

Net deferred tax assets

Defbrred tax liabilities
Depreciation and amortization
Tax attribute reduction
lnvestment in parlnerships

Accrual versus percentage of completion

(1,151't (1,114)

24,534

435

2,528
99

3.788

18,294

541

568

874
1,156

3.687

17,133

245

(10,674)
(4,441)
(4,124)

(r 3,454)

22,549

(12,644)
(4,748)

(16,146)

Total defened tax liabilities

Net deferred tax liabilities

(32,693) (33,s38)

$_____l!J_l? $ (lo,e8e)

As of December 31,2015 and 2014,ihe Company has federalnet operating loss carryforwards of
approximately $40,984 and $43,348, respectively, and state net operating loss carryforwards of
approximately $66,000 and $83,000, respectively. These federal and state net operating losses expire at
various dates through 2033. The Company has $3,040 of federal net operating losses for which the tax-
effected benefit would be recorded to additional paid-in capital when such losses have been utilized to
reduce income taxes payable. The Company has deferred tax assets for net operating losses that could
become limited under Intemal Revenue Code Section 382 should a greater than 50%o ownership change
occur during a three year testing period.

TheCompanyhasrecordedavaluationallowanceasofDecember3l,20l5and20l4of$1,151 and$l,ll4,
respectively for state net deferred tax assets based on the Company's belief that it is not more likely than
not that these net deferred tax assets will be recognized. The tax provision includes expense of$37 and
$530 for the years ended December 31, 201 5 and 2014, respectively, for the change in the valuation
allowance.

For the years ended December 31 , 201 5 and 2014, the Company recorded a reversal of $ I ,364 and expense
of $59, respectively for interest and penalties related to unrecognized tax benefits. The Company had
approximately $26 and $ I ,390 for the payment of interest and penalties accrued in noncurent income tax
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reserve at December 31,2015 and2014, respectively. The Company reduced its reserve for uncertain tax
positiotts by approximately $3,345 as a result of the lapse of the statute of limitations. It is not expected
that the amount of unrecognizedteu< benefits will change significantly in the next 12 months. All uncertain
tax benefits for both years would affect the Company's effective tax rate upon recognition.

The Company's tax years 2012-2014 remain open for federal purposes and for 201 1 forward for most major
state jurisdictions.

I.1. COMMITMENTS AND CONTINGENCIES

Operating f,eases

The Company and its subsidiaries lease office space, warehouse space, heavy equipment, and vehicles used
in the Company's business operations, under operating leases that expire at various dates through 2023. The
lease agreements frequently include renewal and escalation clauses and require the Company to pay taxes,
insurance, and maintenance costs. Rent expense for occupied rental space is calculated on a straight-line
basis, and aggregated $5,364 and $5,083 for the years ended Decenrber 31,2015 and 2014, respectively.

As of December 31, 2015, minimum annual noncancelable operating lease commitments with initial terms
in excess of one vear are as follows:

Fiscal Years
2016 $ 4,734
2017 4.541
2018 3,406
2019 2,857
2020 2,296
Thereafter 2,512

Total $ 20,346

Insurance Policies

The Company has insurance policies for automobile liability, and commercial general liability, which
includes asbestos and lead insurance coverage on an occulrence basis. The Company's employees are
covered by workers' compensation insurance. The Company believes its insurance coverage to be
adequate; however, there can be no assurance that such insurance will adequately cover claims, if any, made
in the future. The Company retains self-insurance risk for per occurrence deductibles under each of the
above-referenced policies. Losses are accrued based upon the accumulation of estimates for reported losses
and include a provision for losses incurred but not reported, based on past experience and actuarial
assumptions. The method used and the assumptions for estimating losses are regularly reviewed and
updated with adjustments if any, and reflected in current operations as a change in estimate. Management
believes that the accrual is adequate to cover losses incurred to date; however, this accrual is based on an
estimate and the ultimate liabilitv mav be more or less than the amount recosnized.

-23 -
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Concentration of Credit Risk

Financial instruments that potentially subject the Company to credit risk consist primarily of contract and
trade receivables. Two customers accounted for I 1.8% and7.8o/o of consolidated total accounts receivable
as of Decenrber 31, 2015 and 2014, respectively. ln addition, the Company holds cash in accounts that are
insurcd by the Federal Deposit Insurance Corporation ("FDIC") up to cedain limits. At December 37,2075
and2014, the Company had approximately $257 and $35 in excess of FDIC insured limits, respectively.

Risks and Uncertainties

The Company is required to meet certain licensing, financial, and operating criteria as established by
respective regulatory, governmental, and local agencies to bid and work in cefiain states. There is no
assurance that these agencies will not change the established criteria or that the Company will continue to
comply with the established criteria. Should the Company lose its ability to bid and work in ceftain states,

the operations. cash flows and financial position of the Comparry could be adversely effected.

Surefy Bonds

As is customary in the construction business, the Company is required to provide surety bonds to secure its
performance under certain construction contracts. The Company's ability to obtain surety bonds primarily
depends upon capitalization, working capital, past performance, management expertise, and certain external
factors. including the overall capacity ofthe surety market. Surety companies consider such factors in
relation to the amount of the backlog and their underwriting standards, which may change from time to
tirne. The Company's inability to obtain surety bonds in the future would significantly affect its ability to
obtain new contracts, which could have a material adverse effect on its business.

Letters of Credit

As of December 3 1 , 201 5 and 2014, the Company had outstanding letters of credit of $17 ,43'7 and $ 1 5,858,
respectively, for the benefit of the Company's surety bonding and deductibles under insurance policies.
Outstanding letters of credit reduce the amount of borrowings available under the Credit Facility. The
letters of credit are automatically renewable unless participating parties notify the other party 30 days prior
to cancellation.

Litigation

The Company is involved in various litigations that arise in the ordinary course of its business activities. ln
management's opinion, based in part upon the advice of legal counsel, the Company's liability, if any,
based on the outcome of such litigation would not have a material adverse effect on the Company's
consolidated fi nancial statements.

Certain Fees Payable to Advisors; Management Agreement - Related Parties of the Company

Prior to the cornpletion of the Contribution Agreement on April 23,2074, the Company was party to a
management services agreement with certain of the Company's investors (the "Advisors") pursuant to
which the Advisors were paid $400 per year for certain management, business and organizational strategy,
and merchant and investment banking services rendered to the Company (the "Old Management
Agreement"). Such fees were negotiated by representatives of the Advisors and the Company. The Old
Management Agreement had an initial term of l0 years.

.A
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12.

In connection with the Contribution Agreement, the Old Management Agreement was terminated and the
Company entered into a new management services agreement pursuant to which the Advisors will be paid
$750 per year for certain management, business and organization stratery, and nrerchant and investment
banking services rendered to the Company (the "Management Agreement"). Such fees were negotiated by
representatives of the Advisors and the Company. The Management Agreement has an initial term of 10
years. The amount payable to the Advisors as of December 31 , 2015 and 20 t 4 was $93 1 and $ 1 88,
respectively.

RELATED.PARTY TRANSACTIONS

During the years ended December 31,2015 and 2014,the Company paid rent expense of $250 and $304,
respectively, to entities in which ceftain Company employees have an equity interest. The Company
incurred expense of $750 and $563 in the years ended Decernber 3 1 , 20 | 5 and 201 4, respectively relating to
the Management Agreement, and expense of $104 in the year ended December 31, 2014 rclatingto the Old
Management Agreement.

As described in Note 9, the Company entered into the Second Lien Loan of $20,000 on September 7,2012.
The two Lenders under the Second Lien Loan own an equity interest in the Company.

DEFINED CONTRIBUTION SAVINGS PLAII

The Company has established a contributory tax deferred 401(k) plan covering substantially all of its non-
union employees. Eligible employees may contribute up to 15% of their compensation to this plan, subject
to the annual Intemal Revenue Service limit, and the Company will make a matching contribution of 25Yo
of the first 60% contributed by the employee. Amounts contributed by employees are 100% vested. The
Company matching contributions vest over a five-year period, as defined in the plan documents. Total
Company matching contributions to the plan for the years ended December 31, 2015 and 2014 was
approximately $550 and $203, respectively.

CAPITAL STRUCTURE

At December 31,2015 and2014, the Company has authorized, issued, and outstanding 100,000 shares of
common stock, par value $1 per share.

SUBSEQUENT EVENTS

The Company considers the principles and requirements for subsequent events, including (l ) the period
after the balance sheet date during which management of a reporting entity shall evaluate events or
transactions that may occur for potential recognition or disclosure in the financial statements; (2) the
circumstances under which an entity shall recognize events or transactions occurring after the balance sheet
date in its financial statements; and (3) the disclosures that an entity shall make about events or transactions
after the balance sheet date. The Company has evaluated subsequent events through April 29,2016, the
date that these consolidated financial statements were available to be issued. In the opinion of management,
these consolidated financial statements reflect all adjustments (consisting of normal recuning adjustments)
considered necessary for a fair presentation ofthe Company's results as ofand for the years ended
December 31. 2015 and 201 4.

13.

t4.

15.
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Report of Independent Auditors

To the Board of Directors and Management of
NorthStar Group Holdings, LLC

We have audited the accompanying consolidated financial statements of NorthStar Group Holdings, LLC
and its subsidiaries, which comprise the consolidated balance sheet as of December 31,2017, and the
related consolidated statement of operations, of changes in member's equity and of cash flows for the
period from June 12, 2017 (date of acquisition) to December 31,2017.

M a n a ge m e nf 's Respons i b i I i ty fo r th e C o n s ol i d ated F i n a n c i a/ Stafernen fs

Management is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with accounting 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 consolidated financial statements that are free from material misstatement.
whether due to fraud or error.

Auditors' Responsibility

Our responsibility is to express an opinion on the consolidated financial statements based on our audit.
We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the consolidated financial statements. The procedures selected depend on our 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, we consider internal control relevant to the Company'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 Company's internal control. Accordingly, we express no such 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 sufficient
and appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the financial position of NorthStar Group Holdings, LLC and its subsidiaries as of December 31,
2017, and the results of their operations and their cash flows for the period from June 12,2A17 (date of
acquisition) to December 31,2017 in accordance with accounting principles generally accepted in the
United States of America.

4r**A,r,.rg/
April29, 2018

PricewaterhouseCoopers LLP, PricetoaterhouseCoopers Center, 3oo Mad.ison Auenue, Neta York, NY tootz
T: (646) 471 Sooo, F: (8tl 286 6ooo, wrm'.pwc.com/us
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(amounts in thousands)

Assets
Current assets

Cash and cash equivalents
Accounts receivable - net
Costs and estimated earnings in excess of billings
on uncompleted contracts
lnventories - net
Prepaid expenses and other current assets

Total cunent assets

Property and equipment - net
Goodwill
Intangible assets - net
Other noncunent assets

Total assets

Liabillties and ltlembcr's Equity
Cunent liabilities

Cunent maturities of long-term obligations
Accounts payable
Accrued contract costs
Accrued expenses and other current liabilities
Billings in excess of costs and estimated earnings on
uncompleted contracts
Income taxes payable

Total current liabilities

Long-term obligations
Insurance obligations
Deferred income taxes
Other long-term obligations

Total liabilities

Commitments and contingencies (Note 10)

Member's equity

Total liabilities and membe/s equity

2017

6,562
152,325

4,817
4,078

'11,945

179,727

39,614
100,430
81,834

565

$ 402,170

-

3,183
46,U2
33,894
32,699

17,567
266

134,151

150,881
20,614

1,461

93,865

$ 402,170

The accompanying notes are an integral part of these consolidated financial statements.
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of acqulsition) to December 31,2017

(amounts in thousands)

Revenues
Cost of revenues

Gross profit

Selling, general, and administrative expenses

Operating income before depreciation and amortization

Depreciation and amortization

Operating income

Other income (expense)
Interest expense
Other - net

Total other expense

lncome before income tax benefit

Income tax benefit

Net income

2017

$ 306,166
252,764

53,402

37,911

15,491

9,277

6,214

(5,605)
163

(5,442)

772

(3,081)

$ 3,853

part of these consolidated financial statements.
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Gonsolidated Statement of Changes in Member's Equity
For the perlod from June 12,2017 (date of acqulsitlon) to December 31,2017

Ownership Member's
(amounts in thousands, except unit data) Units Equity

Balances at June 12, 2017
Contributions from member

Net income
Balances at December 31,2()17

-$
1 90,012
- 3,453
1 $ 93,a6s

The accompanying notes are an integral part of these consolidated financial statements.
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Consolidated Statement of Cash Flows
For the perlod from June 12,2017 (date of acquisitlon) to December 31,2017

(amounts in thousands)

Cash flows from operating activltles
Net income
Adjustments to reconcile net income to net cash
used in operating activities:

Depreciation and amortization
Provision for allowance for doubtful accounts
Interest expense - financing costs
Gain on sale of fixed assets
Deferred income taxes
Changes in operating assets and liabilities

Accounls receivable
Costs and estimated earnings in excess of billings
on uncompleted contracls
Inventories
Prepaid expenses and other cunent assets
Other noncunent assels
Accounts payable and accrued contract costs
Billings in excess of costs and estimated earnings
on uncompleted contracts

Accrued expenses and other current liabilities
Other long-term obligations
Income taxes payable

Net cash used in operating activities

Cash flows frorn investing activities

Acquisition of business, net of cash acquired of $3,976
Restricted cash
Capital expenditures
Proceeds from sale of fixed assets

Net cash used in investing aclivities

Gaeh f,ows from flnancing actlvities

Proceeds from line of credit
Repayments of line of credit
Principal payments on long-term obligations
Deferred financing costs paid

Contributions from member
Proceeds from issuance of long-term debt

Net cash provided by financing activities
Net increase in cash and cash equivalents

Cash and cash equlvalents
Beginning of period

End of period

Supplemental disclosures of cash fiow lnformation
Cash paid during the year for

lnterest
Income taxes

Noncash transactions
Assets acquired pursuant to capital lease
Acquisition consideration fu nded through noncash equity contribution

2017

3,853

14,276
798
133
(37)

(3,804)

(64,e56)

4,354
413

(2,468)
(73)

29,762
7,468

7,067
671
691

(67,196)

29,775
(23,275)

(2,170)
(e75)

70,000
2.255

(5e,476)
97

(8,171)
354

75,610
6,562

6,562

403
20,012

$

$

$
$

4,887
59

The accompanying notes are an integral part of these consolidated financial statements.
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(amounts in thousands)

1. Organization and Business

NorthStar Group Holdings, LLC, a Delaware limited liability company (the "Company") commenced
its operations on April 23,2014. On June 12,2017, following the completion of a merger
agreement, 100% of the ownership of the Company was transferred to an unrelated investment
group, resulting in a change in ownership. The Company provides facility, technical, and
environmental services to a broad range of commercial, industrial, institutional, and government
clients located throughout the United States and is a market leader in its core decommissioning,
demolition and remediation service lines. The Company provides its contracting services through
its wholly owned subsidiaries: NorthStar Group Services, Inc. (also doing business as LVI Services
Inc.), NorthStar Demolition and Remediation, Inc. (also doing business as NorthStar D and R, Inc.,
LVI Facility Services of CT, Inc., Northeast Remediation, Twin Brooks Environmental, and LVI
Environmental Services), NorthStar Demolition and Remediation, LP, NorthStar Contracting Group,
Inc. (also doing business as LVI Environmental Services, Inc.), NorthStar CG, LP (also doing
business as EWR, Nutech Concrete Sawing and Drilling, Nutech Sawing and Drilling, Nutech,
Renu, Renu Recycling Services, EnvironmentalWaste Resources, Nuprecon Acquisition, LP,
Nuprecon, LP and Nuprecon), Northstar Recovery Services Inc., NorthStar Federal Services, Inc.
(also doing business as Randolph Construction Services), TEG/LVI Environmental Services Inc.
(also doing business as Structural Protection Services Systems), NorthStar Environmental
Services of New Orleans, Inc., NorthStar l&E, Inc. (also doing business as NorthStar Infrastructure
& Environmental, Inc.), NorthStar Decommissioning Holdings, LLC, NorthStar Nuclear
Decommissioning Company, LLC, NorthStar Facility and Site Services, Inc., and NorthStar
Services UK, Ltd.

Acquisition of NorthStar
On June 12,2017, the former owners of the Company entered into an Agreement and Plan of
Merger (the "Merger") with JFL-NGS Partners, LLC, a Delaware limited liability company (the
"lnvestor"). Per the terms of the Merger, the Company was merged into a wholly-owned subsidiary
of the lnvestor, with the Company as the sole surviving entity. Prior to the Merger, one of the
Investor's members was the holder of the predecessor Company's subordinated mezzanine debt.
In connection with the Merger, the mezzanine debt holder agreed to exchange their debt position
for an ownership interest in the Investor. The exchange resulted in net non-cash consideration
transferred of $20,012. Simultaneously, the Investor contributed $83,464 to the Company, which
was funded by a portion of the value contributed to the Investor by its members, including cash. As
a result of the Merger, 100o/o ownership and control of the Company was transferred to the
Investor, and the former owners were relieved of all rights and obligations related to their previous
ownership interest in the Company. Subsequent to the date of the transaction, the Investor
contributed an additional $6,548 to the Company for working capital needs, bringing the total
contribution invested in the Company to $90,012.

In connection with the Merger transaction, the Company has elected to use the push-down basis of
accounting to establish a new accounting and reporting basis for the Company in its consolidated
financial statements based on the Investor's basis in the net assets acquired determined in
accordance with the acquisition method under the Business Combinations (Topic 805) of the
Accounting Standards Codification ("ASC'). Under this guidance, the assets acquired and liabilities
assumed are generally recognized at their fair value at the date of the acquisition.
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(amounts in thousands)

The related purchase price was allocated as follows:

Current assets
Goodwill
Property and equipment
Customer relationships
Trademark
Backlog
Other assets
Term loan debt
Equipment financing obligations
Liabilities assumed
Deferred taxes

Total purchase price

Less: Acquired cash

Purchase price paid, net of cash acquired

$ t 15,708
100,430

38,1 37
72,900

8,000
8,500

589
(140,000)

(7,e83)
(107,s52)

(5,265)

83,464

(3,e76)

$ 79,488

The excess of the purchase price over the estimated fair values of the net assets acquired has
been recorded as goodwill. The goodwill associated with the Merger is not expected to be
deductible for tax purposes and consists largely of the processes, procedures, and knowledge of
the work force in place.

The fair values assigned to intangible assets were determined through the use of the income
approach, specifically the relief from royalty method and the multi-period excess earnings method.
Both valuation methods rely on management's judgments, including expected future cash flows
resulting from existing customer relationships, customer attrition rates, contributory effects of other
assets utilized in the business, peer group cost of capital, and royalty rates, as well as othqr
factors. The valuation of tangible assets was derived using the cost approach. Significant
judgments used in valuing tangible assets include estimated replacement cost and useful lives of
assets.

2. Summary of Significant Accounting Policies

Basis of Presentation
The accounting and reporting policies of the Company conform to accounting principles generally
accepted in the United States of America ('U.S. GAAP"). The consolidated financial statements
include all of the accounts of the Company and its wholly owned subsidiaries. All significant
intercompany accounts and transactions have been eliminated in consolidation.

20190140-DEF-OPCPODI-1 2-000036



CONFIDENTIAL Docket No. 201 90140-EI
NORTHSTAR GROUP HOLDINGS. LLC AND NORTHSTAR GROUP

NorthStar Group Holdings, LLC
(A limited liability company)
Notes to Consolidated Financial Statements
December 31,2017

SERVICES, INC. FINANCIAL STATEMENTS
Exhibit RAP-6

Page 37

(amounts in thousands)

Use of Estimates
The preparation of the consolidated financial statements in conformity with U.S. GAAP requires
management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosures of contingent assets and liabilities at the date of the financial statements,
and the reported amounts of revenues and expenses during the reporting period. Significant
estimates used in recording account balances and transactions related to percentage of completion
accounting, revenue recognition, income taxes, the determination of the allowance for doubtful
accounts, the recoverability of long-lived assets and goodwill, the fair value of net assets acquired
in business combinations, accrued contract costs, and self-insurance reserves. Actual results
could differ materially from those estimates.

Cash and Cash Equivalents
The Company considers highly liquid investments, purchased with original maturities of three
months or less, to be cash and cash equivalents.

Restricted Cash
Restricted cash relates primarily to cash pledged as collateral against paid losses within the
deductible limits of the Company's workers' compensation and general liability insurance program.
Restricted cash is included within other noncurrent assets on the balance sheet and presented in
investing activities on the statement of cash flows.

Accounts Receivable
Retained accounts receivable represents amounts owed by clients for services rendered which are
not due until completion of the related contract. Unbilled accounts receivable represents revenues
recognized in excess of amounts billed on completed contracts. Accounts receivable, including
retained and unbilled accounts receivable, are expected to be collected within one year.
The Company estimates an allowance for doubtful accounts based on the aging of the individual
amounts receivable beginning with a 10olo allowance for balances that are 180 days past due. An
incremental 15% additional allowance is recognized after 270 days of delinquency, and another
25o/o al360 days. After one year, the allowance is increased by an incremental 10% of the original
balance per quarter, until the original receivable is fully reserved, or collected. The allowance for
doubtful accounts is the Company's best estimate of the amount of probable credit losses in the
Company's existing accounts receivable and is determined based on historicalwrite-off experience.
The Company also considers factors related to specific customers' ability to pay and current
economic trends and will record an additional allowance for doubtful accounts as needed. The
Company writes off accounts receivable against the allowance when management determines the
balance is uncollectible and the Company ceases collection efforts.

Inventories
lnventories are stated at the lower of cost or net realizable value using a first-in, first-out basis to
determine cost. Inventories consist of consumable materials and small tools used in the business.
The Company records an allowance for shortage and damage based on historical trends and any
known changes in the inventory balance.
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Construction -Type Contracts
In accounting for long-term construction-type contracts, including salvage revenues, the Company
follows the provisions of the FinancialAccounting Standards Board's Accounting Standards
Codification ("ASC") Topic 605-35 Revenue Recognition -Construction-Type and Production.
Depending on the commercial terms of the contract, revenues are recognized either when costs
are incurred, or using the percentage of completion method of accounting by relating contract costs
incurred to date to the total estimated costs at completion. Contract losses are provided for in their
entirety in the period they become known, without regard to the percentage of completion. For the
period from June 12, 2017 to December 31,2017 , the Company recorded $247 tor loss contracts.
Revenues are recorded net of sales tax. For the period from June 12,2017 to December 31,2017 ,

contract revenues include revenues from salvage proceeds totaling $6,134. The asset costs and
estimated earnings in excess of billings on uncompleted contracts represents revenues recognized
in excess of amounts billed. The liability billings in excess of costs and estimated earnings on
uncompleted contracts represents amounts billed in excess of revenues recognized.

Accrued Gontract Costs
Accrued contract costs represent the Company's estimate of amounts payable to its subcontracts
and other third party vendors for its longterm construction-type contracts. Accrued contract costs
are recognized on an accrual basis for each reporting period based on the percentage of
completion method of accounting by relating contract costs incurred to date for each project to the
total estimated costs at completion for that project.

Revenue Recognition of Claims
Claims receivable represenl amounts in excess of the contract price from customers or others for
unanticipated additional costs, when the additional costs result from customer-caused delays,
errors in specifications and designs, contract terminations, and change orders in dispute or
unapproved as to both scope and price. Such amounts are accrued as additional revenue when
the amounts have been received or awarded. Claims receivable are presented either in unbilled
accounts receivable for projects that are complete, or in costs and estimated earnings in excess of
billings on uncompleted contracts for projects still in progress. Accrued revenue subject to claims
as of December 31, 2017 was $0.

Property and Equipment
Property and equipment are carried at cost less accumulated depreciation and amortization.
Depreciation and amortization is computed using the straight-line method over the estimated useful
lives of the related assets. Leasehold improvements are amortized over the shorter of the lease
term or the life of the asset. The cost of maintenance and repairs is charged to expense as
incurred and significant improvements and betterments are capitalized. Upon sale or retirement of
property and equipment, the cost and related accumulated depreciation or amortization are
removed from the accounts and the resulting gain or loss, if any, is recognized in the consolidated
statements of operations.
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Goodwill
Goodwill represents the excess of cost over fair value of the net assets purchased in acquisitions.
The Company performs an annual impairment analysis at December 31 or instead may perform a
qualitative assessment to determine whether it is more likely than not that the fair value of its
reporting unit is less than its carrying amount, including goodwill. The more likely than not
threshold is defined as having a likelihood of more than 50%. Testing for impairment is performed
at least annually, or more frequently if events or circumstances arise that indicate that impairment
may have occurred.

As a result of performing its annual impairment analysis at December 31,2017, the Company has
concluded that there has been no impairment of goodwill.

Intangible Assets - net
Intangible assets recognized in connection with an acquisition of a business include customer
relationships, backlog, and trademarks. These assets were recorded at their estimated fair values
at the date of acquisition, assigned an estimated useful life, and are amortized primarily on a
straight line basis over their respective useful lives.

Recoverability of Long-Lived Assets
The Company reviews long-lived assets, including property and equipment and finite-lived
intangible assets, for impairment whenever events or changes in circumstances indicate that the
net carrying amount may not be recoverable. When such events occur, the Company measures
impairment by comparing the carrying value of the long-lived asset to the estimated undiscounted
future cash flows expected to result from use of the asset and its eventual disposition. lf the sum of
the expected undiscounted future cash flows is less than the carrying amount of the asset,
the Company would recognize an impairment loss. The impairment loss, if determined to be
necessary, would be measured as the amount by which the carrying amount of the asset exceeds
the fair value of the asset. The Company determined that there was no impairment of long-lived
assets during the period ended December 31,2017 .

Deferred Financing Costs
The Company amortizes deferred financing costs over the life of the related debt using the straight-
line method, which approximates the effective interest rate method.

Fair Value of Financial Instruments
The Company's financial assets and liabilities consist primarily of cash and cash equivalents,
accounts receivable, accounts payable, accrued expenses, and long-term debt. The carrying
values of the Company's financial assets and liabilities approximate their fair value. The guidance
in ASC Topic 825, Financiallnstruments paragraphs 10-50-16 through 50-19, requires disclosure
of fair value information about financial instruments, whether or not recognized on the balance
sheet, for which it is practicable to estimate that value. In cases where quoted market priies are
not available, fair values are based on estimates using present value or other valuation techniques,
and are determined in accordance with the provisions of ASC Topic 820, Fair Value Measurements
and Disclosures. ASC Topic 825 excludes certain financial instruments and all nonfinancial
instruments from its disclosure requirements. ASC Topic 820 defines fair value, establishes a
framework for measuring fair value and expands disclosure requirements about fair value
measurements for financial reporting. The guidance establishes a three{ier value hierarchy, which
prioritizes the inputs used in measuring fair value. These tiers include: Level 1 - defined as quoted

'10
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prices in active markets for identical instruments; Level 2 - defined as observable inputs other than
quoted prices in active markets; and Level 3 - defined as unobservable inputs in which little or no
market data exists, therefore requiring an entity to develop its own assumptions. The carrying value
and estimated fair value of the Company's long-term debt obligations at December 31, 2017 was
approximately $151,000. There are no quoted prices in active markets or other inputs that are
either directly or indirectly observable for the long-term obligations, and therefore the Company
measured the fair value of the long-term debt obligation by comparing the movements in the risk-
free rate and the spread of the Baa corporate bond rate from the date of the inception of the debt
(Level 3).

lncome Taxes
NorthStar Group Holdings, LLC has elected to be treated as a taxable entity for income tax
reporting purposes and files its income tax returns on the accrual basis as a corporation for federal
and state income tax purposes. The Company accounts for income taxes under the provisions of
ASC Topic 740, lncome laxes. Under ASC Topic 740, current and deferred taxes are recognized
for the tax effects of differences between the financial reporting and tax bases of assets and
liabilities at the enacted tax rates in effect for the years in which the differences are expected to
reverse. Valuation allowances on deferred tax assets are provided when it is more likely than not
that some portion or all of the deferred tax assets will not be realized. All deferred tax assets and
fiabilities are classified as noncurrent on the balance sheet in accordance with ASU 2015-17.
Balance Sheet C/assification of Deferred laxes.

ASC Topic 740 prescribes a recognition threshold and measurement attribute for financial
statement recognition and measurement of tax positions taken or expected to be taken in a tax
return. The guidance in ASC Topic 740 states that an "enterprise shall initially recognize the
financial statement effects of a tax position where it is more likely than not, based on the technical
merits, that the position will be sustained upon examination." "More likely than not" is defined as a
likelihood of greater than 50% based on the facts, circumstances, and information available at the
reporting date. The Company includes penalties and interest in income tax expense.

Recent Accounting Pronouncements
In January 2017 , the FASB issued ASU 2017-04, lntangibles-Goodwill and Other Simplifying the
Test for Gaodwill lmpairment. The amendments in this update simplify the subsequent
measurement of goodwill by eliminating the requirement to compare the implied fair value of
goodwill with its carrying amount as part of Step 2 of the goodwill impairment test. The
amendments in this update should be applied prospectively and will be effective for the Company's
fiscal year beginning January 1, 2022. Early adoption is permitted for the year beginning in 2O17 .

The Company early adopted this new standard for its 2017 annual goodwill impairment test.

f n August 2016, the FASB issued ASU 2016-18, Statement of Cash Flows'. Resfdcfed Cash (a
consensus of the Emerglng /ssues Task Force. The amendment requires an entity to include in its
cash and cash-equivalent balances in the statement of cash flows those amounts that are deemed
to be restricted cash equivalents. The amendments in this update are effective for the Company's
fiscal year beginning January 1,2018. Management does not expect the new guidance to have a
significant impact on the Company's consolidated financial statements.

11
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ln August 2016, the FASB issued ASU 2016-15, Statement of Cash Flows: Classification of Certain
Cash Receipts and Cash Payments (a consensus of the Emerging lssues Task Force). The
amendment provides updated guidance on eight specific cash flow issues, including debt
prepayment or debt extinguishment costs, settlement of zero-coupon debt instruments, contingent
consideration payments made after a business combination, proceeds from settlement of insurance
claims and corporate-owned life insurance, distributions received from equity method investees,
beneficial interests in securitization transactions and separately identifiable cash flows and
application of the predominance principle. The amendments in this update are effective for annual
reporting periods (including interim reporting periods within those periods) beginning after
December 15, 2018. Early adoption is permitted. Management is currently evaluating the impact
that the new guidance will have on its consolidated financial statements.

In February 2016, the FASB issued ASU 2016-02, Leases, which amends the existing guidance on
accounting for leases. The ASU requires lessees to recognize the assets and liabilities arising
from all leases, including those classified as operating leases under previous accounting guidance,
on the balance sheet. lt also requires disclosure of key information about leasing arrangements to
increase transparency and comparability among organizations. The new guidance must be
adopted using a modified retrospective transition approach and provides for certain practical
expedients. The amendments in this update will be effective for the Company's fiscal year
beginning January 1,2020. Management is currently evaluating the impact that the new guidance
will have on its consolidated financial statements.

f n May 2014,hhe FASB issued ASU 2014-09, Revenue from Contracts with Customers, which
outlines a single comprehensive model for entities to use in accounting for revenue arising from
contracts with customers and supersedes most current revenue recognition guidance, including
industry-specific guidance. ASU 2014-09 outlines a five-step process for revenue recognition that
focuses on transfer of control, as opposed to transfer of risk and rewards, and also requires
enhanced disclosures regarding the nature, amount, timing and uncertainty of revenue and cash
flows from contracts with customers. Major provisions include determining which goods and
services are distinct and require separate accounting, how variable consideration (which may
include change orders and claims)is recognized, whether revenue should be recognized at a point
in time or over time and ensuring the time value of money is considered in the transaction price.
This ASU is effective for interim and annualreporting periods beginning after December 15,2018
and can be applied either retrospectively to each prior period presented or as a cumulative-effect
adjustment as of the date of adoption. Management is currently evaluating the impact of adopting
ASU 2014-09 on the Company's financial position, results of operations and cash flows.

ln March 2016, the FASB issued ASU 2016-09, lmprovements fo Employee Share-8ased Payment
Accounting, which simplifies several aspects of the accounting for employee share-based payment
transactions, including the accounting for income taxes. The Company has elected to eady adopt
this standard, whereby the cumulative-effect adjustment of excess tax benefits that were not
previously recognized have been recorded on the opening balance sheet.
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3. Accountg Receivable - Net

Accounts receivable - net as of December 31,2017 consists of the following:

Billed
Retained
Unbilled

Total accounts receivable

Less: Allowance for doubtful accounts

Accounts receivable - net

4. Coete and Estlmated Earnlngs on Uncompleted Contracts

C,og!q-il',9*qn€d.gl u.pgopde.ted ggn_r.?g!g . .. 
"

Estimated earnings

Less: Billings to date

The above amounts are included in the consolidated
balance sheets under the following captions

Costs and estimated eamings in excess of billings
on uncompleted contracts
Billings in excess of costs and estimated eamings on
uncompleted contracts

Costrs and estimated eamings on uncompleted contracts as of December 31, 2017 consists of the
following:

$ 117,100
19,'133
17,990

153,123

(7e8)

.g---lggg-

$ . ..1.48,437
32,042

180,479

(193,229)

$ 4,817

(17,567)

$ (12,750)

13
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5. Property and Equipment - Net

Property and equipment - net as of December 31, 2017 consists of the following:

6.

Cateqory

Land and buildings
Furniture and fixtures
Computer equipment
Leasehold improvements
Equipment
Vehicles

Less: Accumulated depreciation and amortization

Property and equipment - net

Estimated
Useful Llfe

Customer relationships 10 years
Backlog 1.5 years
Trademark 9.5 years

Total intangible assets

Useful life in vears

40
5
?

Shorter of useful life or life of lease
7-10

7

Depreciation and amortization expense forthe period ended December 31,2017 was $6,710,
which includes the depreciation of assets under capital lease.

The gross amount of assets acquired pursuant to capital leases total $15,130, offset by
accumufated depreciation of $1,948 as of December 31, 2017 , and are included in the table above.

Goodwill and Intangible Assets and Liabilities

Goodwill and intangible assets deemed to have indefinite lives are not amortized. Intangible assets
and liabilities determined to have definite lives are amortized over their useful lives.

As of December 31, 2017, the Company's intangible assets and related accumulated amortization
consists of the following:

$ 72,900
8,500
8,000

$ 89,400

Value

$ 1,630
173

1,552
1,351

33,798
7,820

46,324

(6,710)

$ sg,ot+

68,891
5,383

Accumulated
Cost Amortlzatlon Net

4,009
3,117

440

7,s66 $ 81,834

Amortization expense related to intangible assets for the period ended December 3't, 2017 was
$7,566.
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Amortization expense for each of the next five years for intangible assets subject to amortization is
as follows:

2018
2019
2020
2021
2022

$ 13,473
$ 8,oeo
$ 8,090
$ a,oso
$ 8,oeo

7,499
15,283
4,287

717

$ 6,500
140,000

5,223
(842)

$ 150,881

7. Accrued Expenses and Other Gurrent Liabilities

Accrued expenses and other current liabilities as of December 31 , 2017 consists of the following:

Workers compensation and other liability insurance
Payroll and other compensation accruals
Sales tax
lnterest
Other

Accrued expenses and other current liabilities $ 32,699

Long-Term Obligations

The current and noncurrent portions of long-term obligations by issuance as of December 31 ,2017
are as follows:

8.

Gurrent portion of long-term obligations
Senior Secured Credit Facility

Term Loan (")

Capital lease obligations (o)

Short-term obligations

Noncurrent portion of long-term obligations
Senior Secured Credit Facility

Revolver (u)

Term Loan (u'

Capital lease obligations (o)

Less: Deferred financing costs

Long-term obligations

(a) Amended and Restated Credit and Guaranty Agreement and Revolving Credit Facility

f n connection with the Merger, on June 12,2017, the Company entered into the Second
Amended and Restated Credit and Guaranty agreement (the "Credit Facility")with various
lenders, consisting of a Term Loan of $140,000 (the "Term Loan") and a $55,000 revolving
credit facility (the "Revolver"). The lenders have a security interest in substantially all of the
assets of the Company and its subsidiaries. The Credit Facility matures on May 31,2021,

15
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(amounts in thousands)

whereupon the balance outstanding on the Term Loan and Revolver will be payable in full.
Pdncipal payments on the Term Loan are due quarterly beginning on December 31, 2019 in
amounts as described within the Credit Facility agreement.

Interest is charged on both the Revolver and the Term Loan at an applicable margin
percentage above either the prime lending rate of Manufacturers and Traders Trust Company
('M&T") or above the London lnterBank Offered Rate, at the Company's option. The
applicable margin is on a sliding scale based upon the Company's totaldebt leverage ratio as
defined in the Amended Credit Agreement, measured quarterly and payable in cash. The
effective rate on the Term Loan at December 31,2017 was an annual rate of 6.070. In

addition, the Revolver has a rate per annum equal to the greatest of (i) the Prime Rate in

effect on such day, (ii) the Federal Funds Effective Rate in effect on such day plus Tz of 1o/o

and (iii) the LIBOR Rate calculated as of such day in respect of a proposed LIBOR Rate Loan
with a one-month lnterest Period, plus 1.0%. The effective rate on the Revolver at December
31, 2017 was an annual rate of 11o/o and 8o/o lor the swing rate loan and the base rate loan,
respectively. The Revolver also.has a fee of 0.5olo per annum on the unused portion of the
facility. Interest on outstanding borrowings and the fee are payable monthly.

Amortization of deferred financing costs for the period ended December 31, 2017 was
approximately $tgg and is classified as interest expense in the consolidated statement of
operations.

As of December 31, 2017,lhe Company had outstanding letters of credit in the amount of
$20,337 for the benefit of its surety bonding (Note 10) and deductibles under insurance
policies, and had drawn $6,500 on the Revolver, which reduced the borrowing availability
under the Revolver to $28,163. The letters of credit are automatically renewable unless notice
is provided 30 days prior to cancellation.

(b) Equipment Finance Obligations

The Company has financed equipment under capital lease agreements and equipment
finance notes with various vendors for equipment utilized in the performance of its work. The
terms of the leases and notes vary from 36 to 60 months and carry interest rates ranging from
0.00% to 8.95%.

16
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At December 31,2017 , the debt maturities and noncancelable capital lease obligations are as
follows:

2018
2019
2020
2021
2022
Thereafier

Total future payments

Less: Amount representing interest

Current expense:
Federal

State
Total current expense

Deferred benefit:
Federal

State
Total deferred benefit

Total income tax benefit

Long-Term
Debt

Obligations

$-
700

3,850
7,000
7,000

127,950

146,500

Gapital
Lease

Obligations

$ 3,566
2,758
2,267

491

9,082

(677')

Total
Long-Term
Obligations

3,s66
3,458
6,117
7,491
7,000

't55,582

(677)

$ 154,905

9.

146,500 8,405

lncome Taxes

The provision for income taxes for the period ended December 31,2017 is as follows:

$

723

-
$ (3,023)

(781)
(3,804)

$ (3,081)

On December 22,2017, the Tax Cuts and Jobs Act (TCJA) was enacted into law. The new
legislation contains several key tax provisions including the reduction of the corporate income tax
rate to 21o/o elfective January 1,20'18 as well as a variety of other changes including limitation of
the tax deductibility of interest expense. As of December 31, 2017 , the Company has remeasured
its deferred tax assets and liabilities for the reduced federal tax rate and has recognized the
resulting deferred tax expense through the income tax provision. The impact to the Company's
deferred tax assets and liabilities due to the newly enacted federaltax rate at December 31,2017
was a net benefit of $3,349.

The Company's effective tax rate for 2017 differs from the federal statutory rate mainly as a result
of the impact of the newly enacted federal tax rate, state taxes, and permanent differences.
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The tax effects of the significant temporary differences that give rise to deferred tax assets and
liabilities as of December 31, 2017 are as follows:

Deferred tax assets
Allowance for bad debts
Compensation accruals
lnsurance reserves
Net operating loss
lnvestment in partnerships

Other

Total deferred tax assets

Deferred tax liabilities
Depreciation and amortization
Accrual versus percentage of completion

Total deferred tax liabilities

Net deferred tax liabilities

$ 119

1,923
7,611

17,048
1,434
2,023

30,158

(23,2e11
(8,328)

(31,619)

$ (1,461)

As of December 31, 2017 , the Company has combined federal and state net operating loss
carryforwards of $50,182 and separate state net operating loss carryforwards of approximately
$46,372. These federal and state net operating losses expire at various dates beginning in 2032.
In general, under Section 382 of the United States Internal Revenue Code of 1986 ("lRC"), a
corporation that undergoes an "ownership change' is subject to limitations on its ability to utilize its
pre-change net operating losses to offset future taxable income. An analysis was conducted as a
result of the Merger which indicated that because of the ownership change as of June 12,2017,
federal and state net operating losses were limited pursuant to IRC 382. This limitation has been
considered in calculating the available net operating loss carryforwards.

The Company had approximately $50 for the payment of interest and penalties and $476 of
unrecognized tax benefits accrued in other long-term obligations at December 31, 2017. lt is not
expected that the amount of unrecognized tax benefits will change significantly in the next 12

months. All uncertain tax benefits would affect the Company's effective tax rate upon recognition.

The Company's tax years 2014-2016 remain open for federal purposes and for 2013 forward for
most state jurisdictions.

10. Gommitments and Contingencies

Operating Leases
The Company and its subsidiaries lease office space, warehouse space, heavy equipment, and
vehicles used in the Company's business operations, under operating leases that expire at various
dates through 2023. The lease agreements frequently include renewal and escalation clauses and
require the Company to pay taxes, insurance, and maintenance costs. Rent expense for real
property is calculated on a straight-line basis, and was $2,319 for the period ended December 31,
2017 . The Company received sublease income of $260 for the period ended December 31, 2017 .
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As of December 31, 2017, minimum annual noncancelable operating lease commitments with initial
terms in excess of one year are as follows:

Year Ending December 31 ,
2018
2019
2020
2021
2022
Thereafter

13,467

lnsurance Policies
The Company has insurance policies for automobile liability, and commercialgeneralliability, which
includes asbestos and lead insurance coverage on an occurrence basis. The Company's
employees are covered by workers' compensation insurance. The Company believes its insurance
coverage to be adequate; however, there can be no assurance that such insurance will adequately
cover claims, if any, made in the future. The Company retains self-insurance risk for per
occurrence deductibles under each of the above-referenced policies. Losses are accrued based
upon the accumulation of estimates for reported losses and include a provision for losses incurred
but not reported, based on past experience and actuarial assumptions that were developed with
the assistance of specialists. The method used and the assumptions for estimating losses are
regularly reviewed and updated with adjustments if any, and reflected in current operations as a
change in estimate. Management believes that the accrual is adequate to cover losses incurred to
date; however, this accrual is based on an estimate and the ultimate liability may be more or less
than the amount recognized.

Concentration of Credit Risk
Financial instruments that potentially subject the Company to credit risk consist primarily of contract
and trade receivables. Two customers accounted lor 21.8o/o of consolidated total accounts
receivable as of December 31, 2017 . ln addition, the Company holds cash in accounts that are
insured by the Federal Deposit Insurance Corporation ("FD|C') up to certain limits. At
December 31,2017, the Company had approximately $11,011 in excess of FDIC insured limits.

Risks and Uncertainties
The Company is required to meet certain licensing, financial, and operating criteria as established
by respective regulatory, governmental, and local agencies to bid and work in certain states. There
is no assurance that these agencies will not change the established criteria or that the Company
will continue to comply with the established criteria. Should the Company lose its ability to bid and
work in certain states, the operations, cash flows and financial position of the Company could be
adversely effected.

4,233
3,595
2,765
1,574

962
338
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11.

(amounts in thousands)

Surety Bonds
As is customary in the contracting business, the Company is required to provide surety bonds to
secure its performance under certain contracts. The Company's ability to obtain surety bonds
primarily depends upon capitalization, working capital, past performance, management expertise,
and certain external factors, including the overall capacity of the surety market. Surety companies
consider such factors in relation to the amount of the backlog and their underwriting standards,
which may change from time to time. The Company's inability to obtain surety bonds in lhe future
would significantly affect its ability to obtain new contracts, which could have a material adverse
effect on its business.

Litigation
The Company is involved in various litigations that arise in the ordinary course of its business
activities. In management's opinion, based in part upon the advice of legal counsel, the
Company's liability, if any, based on the outcome of such litigation would not have a material
adverse effect on the Company's consolidated financialstatements.

Related-Party Transactions

During the period from June 12,2017 to December 31,2017, the Company paid rent expense of
$102 to an entity in which a Company employee has an equity interest.

On June 12, 2017, in connection with the Merger, the Company entered into a management
services agreement pursuant to which certain of the members of the Investor (the "Advisors") will
be paid $750 per year plus out-of-pocket expenses for certain management, business and
organization strategy, and merchant and investment banking services rendered to the Company
(the "Management Agreement"). Such fees were negotiated by representatives of the Advisors
and the Company. The Management Agreement has no stated term and will remain effective until
terminated. The management fee is payable to the Advisors quarterly in advance. The Company
incurred expense of $412 in the period from June 12, 2017 to December 31, 2017 relating to the
Management Agreement, and had prepaid the Advisors $188 as of December 31,2017.

Defined Contribution Savings Plan

The Company has established a contributory tax deferred 401(k) plan covering substantially all of
its non-union employees. Eligible employees may contribute up to 100o/o of their compensation to
this plan, subject to the annual Internal Revenue Service limit, and the Company will make a
matching contribution of 25o/o of the first 6% contributed by the employee. Amounts contributed by
employees are 10oo/o vested. The Company matching contributions vest over a five-year period,
as defined in the plan documents. Total Company matching contributions to the plan for the period
ended December 31,2017 was $471.

'12.
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13. Subsequent Events

The Company considers the principles and requirements for subsequent events, including (1) the
period after the balance sheet date during which management of a reporting entity shall evaluate
events or transactions that may occur for potential recognition or disclosure in the consolidated
financial stiatements; (2) the circumstances under which an entity shall recognize events or
transac'tions occuning afier the balance sheet date in its consolidated financial statements; and (3)
the disclosures that an entity shall make about eventrs or transactions after the balance sheet date.
The Company has evaluated subsequent events through April 29, 2018, the date that these
consolidated financial statements were available to be issued. No other events were identified that
require recognition or disclosure.

21

20190140-DEFOPCPOD1-1 2.000050



CONFIDENTIAL DocketNo.2oreor4o-Er
NORTHSTAR GROUP HOLDINGS, LLC AND NORTHSTAR GROUP

SERVICES, INC. FINANCIAL STATEMENTS
Exhibit RAP-6

Paee 5l

NorthStar Group Holdings, LLC
(A limited liability company)

Consolidated Financial Statements and
Supplemental Schedule
As of December 3,| ,2018 and 2017 and Year Ended
December 31, 2018 and the Period From June {2,
2017 (date of acquisition) to December 31 ,2417

201 9014o-DEFOPCPOD1 -l 2-000051



NorthStar Group Holdings, LLC
(A llmlted liability company)
lndex
December 3l, 2018 and 2017

Page(s)

Report of Independent Auditors ..............,..... .......1-2

Gonsolidated Financial Statements

Statements of Operations ................. ...........................4

Statements of Changes in Member's Equity.......... ..........................s

Statements of Cash Flows.......... .............6

Notes to the FinancialStratements .....7-23

Supplemental Schedule

Unaudited Supplemental Schedule - Pro Forma Balance Sheet.......... ............25

Notes to Unaudited Supplemental Schedule .............26

CONFIDENTIAL Docket No. 20l90l4GEl
NORTHSTAR GROUP HOLDINGS. LLC AND NORTHSTAR GROUP

SERVICES . INC. FINANCIAL STATEMENTS
Exhibit RAP-6

Page 52

20'90140-DEFOPCPODT-1 2-000052



}
pwc

CONFIDENTIAL Docket No. 20190140-EI

NORTHSTAR GROUP HOLDINGS. LLC AND NORTHSTAR GROUP
SERVICES, INC. FINANCIAL STATEMENTS

Exhibit RAP-6
Page 53

Report of Independent Auditors

To the Board of Directors and Management of
NorthStar Group Holdings, LLC

We have audited the accompanying consolidated financial statements of NorthStar Group Holdings, LLC
and its subsidiaries, which comprise the consolidated balance sheets as of December 31, 2ot8 and zot7,
and the related consolidated statements of operations, of changes in member's equity and of cash flows for
the year ended December 31, 2018 and for the period from June 12,2or7 (date of acquisition) to December

3L,2Ot7.

Manogernentb Respon sibility for the Consolidated Fino;ncial Statements

Management is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with accounting 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 consolidated financial statements that are free from material misstatement,
whether due to fraud or error.

Auditors' Responsibility

Our responsibility is to express an opinion on the consolidated financial statements based on our audits.
We conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance

about whether the consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amodnts and disclosures in
the consolidated financial statements. The procedures selected depend on ourjudgment, 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, we consider internal control relevant to the Company's
preparation and fair presentation ofthe 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 Company's internal control. Accordingly, we express no such 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 sufficient and
appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the financial position of Northstar Group Holdings, LLC and its subsidiaries as of December 3r,
2018 and zot7, andthe results of their operations and their cash flows for the year ended December 3t,
2018 and for the period from June Lz, 2or7 (date of acquisition) to December 3r,2or7 in accordance with
accounting principles generally accepted in the United States of America.

PricewaterhouseCoopers LLP, PricewaterhouseCoopers Center, goo Madison Auenue, New York, NY tootT
T: (6+6) 421 Sooo, F: (8tl 286 6ooo, www.pwc.com/us
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OtherMsfter

Our audit was conducted for the pur?ose of forming an opinion on the consolidated financial statements
taken as a whole. The unaudited supplemental schedule - pro forma balance sheet listed in the
accompanying index and appearing on pages z5 and z6 is presented for purposes ofadditional analysis
and is not a required part of the consolidated financial statements. Such information has not been
subjected to the auditing procedures applied in the audit of the consolidated financial statements, and
accordingly, we do not express an opinion or provide any assurance on it.

April 15, zorg
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20190140-DEFOPCPOD1-I 2-000054



NorthStar Group Holdings, LLC
(A limited liability company)
Consolidated Balance Sheets
December 31,2018 and 2017

CONFIDENTIAL Docket No 20190140-El
NORTHSTAR GROUP HOLDINGS, LLC AND NORTHSTAR GROUP

SERVICES . INC. FINANCIAL STATEMENI'S
Exhibit RAP,6

Page 55

(amounts in thousands)

Assets
Current assets

Cash and cash equivalents
Accounts receivable - net
Costs and estimated earnings in excess of billings
on uncompleted contracts
lnventories - net
Insurance deposits and other prepaid expenses

Total current assets

Property and equipment - net
Goodwill
Intangible assets - net
Other noncurrent assets

Total assets

Liabilities and Member's Equity
Current liabilities

Current maturities of long-term obligations
Accounts payable
Accrued contract costs
Accrued expenses and other current liabilities
Billings in excess of costs and estimated earnings on
uncompleted contracts

Income taxes payable

Total current liabilities

Long-term obligations
Insurance obligations
Deferred income taxes
Other long-term obligations

Total liabilities

Commitments and contingencies (Note 10)

Member's equity

Total liabilities and member's equity

$ 35,854
I 19,819

7,183
3,537

12,857

179,250

34,406
100,430
68,360

393

201 8 2017

6,562
152,325

4,817
4,078

11,945

179,727

39,614
100,430
81,834

565

$ 382,839

$ 22,695
38,164
32,424
32,342

8,079

$ 402,170

$ 3,183
46,U2
33,894
32,699

17,567
266

133,304

123,596
19,409
6,063

l//C

134,151

150,881
20,614

1,461
1,198

282,547

rco,292

$ 382,839

308,305

93,865

$ 402,170

The accompanying notes are an integral part of these consolidated financial statements.
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From June 12,2017 (date of
to December 31, 2017

(amounts in thousands)

Revenues
Cost of revenues

Gross profit

Selling, general, and administrative expenses

Operating income before depreciation and amortization

Depreciation and amortization

Operating income

Other income (expense)
lnterest expense
Other - net

Total other expense

Income before income tax expense (benefit)

Income tax expense (beneltt)

Net income

25,A34 6,214

2018

$ 503,755
397,104

106,651

65,146

41,505

16,471

(12,381)
(778\

(13,159)

11,975

5,448

2017

$. 306,166
252,764

53,402

37,911

15,491

9,277

(5,605)
163

(5,442\

772

(3,081)

$ 6,427 $ 3,853

--

The accompanying notes are an integral part of these consolidated financial statements.
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12,2017 (date of

Ownership Member's
Unlts Equlty(amounts in thousands, except unit data)

Bafances at June 12, 2017

Contributions from member
Net income

Balances at December 31,2017

Net income

Balances at December 31, 2018

The accompanying notes are an integral part of these consolidated financial statements.

5

1

1

$-
90,012

3,853

93,865

6,427

$ 100,292
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From June 12,20'17 (date of

(amounts in thousands)

Cash flows from operating activities
Net income
Adjustments to reconcile net income to net cash provided by
(used in) operating activities:

Depreciation and amortization
Provision for allowance for doubtful accounts
Interest expense - financing costs
Loss (gain) on sale of fixed assets
Deferred income taxes
Changes in operating assets and liabilities

Accounts receivable
Costs and estimated earnings in excess of billings
on uncompleted contracts
lnventories
Insurance deposits and other prepaid expenses
Other noncurrent assets
Accounts payable and accrued contract costs
Billings in excess of costs and estimated earnings
on uncompleted contracts

Accrued expenses and other current liabilities, and insurance obligations
Other long-term obligations
Income taxes payable

Net cash provided by (used in) operating activities

Cash flows from investing activities
Acquisition of business, net of cash acquired
Capital expenditures
Proceeds from sale of fixed assets

Net cash used in investing activities

Cash flows from financing activities
Proceeds from line of credit
Repayments of line of credit
Principal payments on long-term obligations
Proceeds from issuance of longterm debt
Deferred financing costs paid
Contributions from member

Net cash (used in) provided by financing activities

Net increase in cash, cash equivalents and restricted cash

Cash, cash equivalents and restricted cash
Beginning of period

End of period

Cash and cash eouivalents
Restricted cash included in other noncurrent assets

Cash, cash equivalents and restricted cash at end of perrod

Supplemental disclosures of cash flow information
Cash paid during the period for

lnterest
lncome taxes

Noncash transactions
Assets acquired pursuant to capital lease

2018

6,427

25,1 63
2,533

247
47o

4,602

29,973

(2,366)
541

(e12)
172

(10,248)

(9,488)
(1,562)
(1,O23)

(266)

44.672 (1,852)

(59,279)
(8,171)

354
(8,287)

926
(67,096)

29,775
(23,275)

(2,170)
2,255

/07(\
\vr v/

70,000
(8,019) 75,610

29,292 6,662

6,662

$ 35,954 6,662

35,854
100

$ 35,954 6,662

2017

3,853

14,276
798
133
(37)

(3,804)

(64,956)

4,354
413

(2,468',)
(73)

29,762

7,468
7,067

67',!

691

(7,361)

1 9,1 50
(25,650)

(3,487)
1,968

q AAA'

100

$ 9,471 $
1,521

$-$

4,887
59

403
20,o12Acquisition consideration funded through noncash equity contribution

The accompanying notes are an integral part of these consolidated financial statements.
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acquisition) to December 31,2017

(amounts in thousands)

1. Organization and Business

NorthStar Group Holdings, LLC, a Delaware limited liability company (the "Company") commenced
its operations on April 23,2014. On June 12,2017, following the completion of a merger
agreement, 100o/o of the ownership of the Company was transferred to an unrelated investment
group, resulting in a change in ownership. The Company provides facility, technical, and
environmental services to a broad range of commercial, industrial, institutional, and government
clients located throughout the United States and is a market leader in its core decommissioning,
demolition and remediation service lines. The Company provides its contracting services through
its wholly owned subsidiaries: NorthStar Group Services, Inc. (also doing business as LVI
Services Inc.), NorthStar Demolition and Remediation, Inc. (also doing business as NorthStar D
and R, Inc., LVI Facility Services of CT, Inc., Northeast Remediation, Twin Brooks Environmental,
and LVI EnvironmentalServices), NorthStar Demolition and Remediation, LP, NorthStar
Contracting Group, lnc. (also doing business as LVI Environmental Services, Inc.), NorthStar
CG, LP (also doing business as EWR, Nutech Concrete Sawing and Drilling, Nutech Sawing and
Drilling, Nutech, Renu, Renu Recycling Services, EnvironmentalWaste Resources, Nuprecon
Acquisition, LP, Nuprecon, LP and Nuprecon), Northstar Recovery Services Inc., NorthStar Federal
Services, lnc. (also doing business as Randolph Construction Services), TEG/LVI Environmental
Services lnc. (also doing business as Structural Protection Services Systems), NorthStar
EnvironmentalServices of New Orleans, Inc., NorthStar l&E, lnc. (also doing business as
NorthStar lnfrastructure & Environmental, Inc.), NorthStar Decommissioning Holdings, LLC,
NorthStar Nuclear Decommissioning Company, LLC, NorthStar Vermont Yankee, LLC, NorthStar
Facility and Site Services, Inc., and NorthStar Services UK, Ltd.

Acqu isition of NorthStar
On June 12,2017, the former owners of the Company entered into an Agreement and Plan of
Merger (the "Merger") with JFL-NGS Partners, LLC, a Delaware limited liability company (the
"lnvestor"). Per the terms of the Merger, the Company was merged into a wholly owned subsidiary
of the Investor, with the Company as the sole surviving entity. Prior to the Merger, one of the
Investor's members was the holder of the predecessor Company's subordinated mezzanine debt.
In connection with the Merger, the mezzanine debt holder agreed to exchange its debt position for
an ownership interest in the Investor. The exchange resulted in net noncash consideration
transferred of $20,012. Simultaneously, the lnvestor contributed $83,464 to the Company, which
was funded by a portion of the value contributed to the lnvestor by its members, including cash. As
a result of the Merger, 100o/o ownership and control of the Company was transferred to the
Investor, and the former owners were relieved of all rights and obligations related to their previous
ownership interest in the Company. Subsequent to the date of the transaction, the lnvestor
contributed an additional $6,548 to the Company for working capital needs, bringing the total
contribution invested in the Company to $90,012.

In connection with the Merger transaction, the Company has elected to use the push-down basis of
accounting to establish a new accounting and reporting basis for the Company in its consolidated
financial statements based on the Investor's basis in the net assets acouired determined in
accordance with the acquisition method under the Business Combinations (Topic 805) of the
Accounting Standards Codification ('ASC'). Under this guidance, the assets acquired and liabilities
assumed are generally recognized at their fair value at the date of the acquisition.
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The related purchase price was allocated as follows:

Current assets
Goodwill
Property and equipment
Customer relationshi ps
Trademark
Backlog
Other assets
Term loan debt
Equipment f nancing obligations
Liabilities assumed
Deferred taxes

Total purchase price

Less: Acquired cash

Purchase price paid, net of cash acquired

2017

1 1 5,708
100,430
38,137
72,900
8,000
8,500

589
(140,000)

(7,e83)
(1O7,552)

(5,26s)

83,464

(3,e76)

2.

79,488

The excess of the purchase price over the estimated fair values of the net assets acquired has
been recorded as goodwill. The goodwill associated with the Merger is not expected to be
deductible for tax purposes and consists largely of the processes, procedures, and knowledge of
the workforce in place.

The fair values assigned to intangible assets were determined through the use of the income
approach, specifically the relief from royalty method and the multi-period excess earnings method.
Both valuation methods rely on management's judgments, including expected future cash flows
resulting from existing customer relationships, customer attrition rates, contributory efiects of other
assets utilized in the business, peer group cost of capital, and royalty rates, as well as other
factors. The valuation of tangible assets was derived using the cost approach. Significant
judgments used in valuing tangible assets include estimated replacement cost and useful lives of
assets.

Summary of Significant Accounting Policies

Basis of Presentation
The accounting and reporting policies of the Company conform to accounting principles generally
accepted in the United States of America ('U.S. GAAP"). The consolidated financial statements
include all of the accounts of the Company and its wholly owned subsidiaries. All significant
intercompany accounts and transactions have been eliminated in consolidation.
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Use of Estimates
The preparation of the consolidated financial statements in conformity with U.S. GAAP requires
management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosures of contingent assets and liabilities at the date of the financial statements,
and the reported amounts of revenues and expenses during the reporting period. Significant
estimates used in recording account balances and transactions related to percentage of completion
accounting, revenue recognition, income taxes, the determination of the allowance for doubtful
accounts, the recoverability of long-lived assets and goodwill, the fair value of net assets acquired
in business combinations, accrued contract costs, and insurance obligations. Actual results could
differ materially from those estimates.

Cash and Cash Equivalents
The Company considers highly liquid investments, purchased with original maturities of three
months or less, to be cash and cash equivalents.

Restricted Cash
Restricted cash, classified within other noncurrent assets, relates primarily to cash pledged as
collateral against paid losses within the deductible limits of the Company's workers' compensation
and general liability insurance program.

Accounts Receivable
Retained accounts receivable represents amounts owed by clients for services rendered which are
not due until completion of the related contract. Unbilled accounts receivable represents revenues
recognized in excess of amounts billed on completed contracts. Accounts receivable, including
retained and unbilled accounts receivable, are expected to be collected within one year.
The Company estimates an allowance for doubtful accounts based on the aging of the individual
amounts receivable beginning with a 10% allowance for balances that are 180 days past due. An
incremental 15% additional allowance is recognized after 270 days of delinquency, and another
25% at 360 days. After one year, the allowance is increased by an incremental 10% of the original
balance per quarter, untilthe original receivable is fully reserved, or collected. The allowance for
doubtful accounts represents the Company's best estimate of the amount of probable credit losses
in the Company's existing accounts receivable gross balance and is determined based on historical
write-off experience. The Company also considers factors related to specific customers' ability to
pay and current economic trends and will record an additional allowance for doubtful accounts as
needed. The Company writes off accounts receivable against the allowance for doubtful accounts
when management determines the balance is uncollectible and the Company ceases collection
efforts.

lnventories
Inventories are stated at the lower of cost or net realizable value using a first-in, first-out basis to
determine cost. Inventories consist of consumable materials and small tools used in services
provided to clients. The Company records an allowance for shortage and damage based on
historicaltrends and any known changes in the inventory balance.

Insurance deposits and other prepaid expenses
The Company provides cash deposits to certain insurance carriers, which the carriers hold as
collateral against future insurance claims. The insurance deposit requirements are reviewed and
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adjusted annually when the related polices are renewed. Prepaid expenses represent advance
payments made to various services providers for services to be received within one year.

Construction-Type Contracts
In accounting for long-term construction-type contracts, including salvage revenues, the Company
follows the provisions of the Financial Accounting Standards Board (FASB) ASC Topic 605-35
Revenue Recognition -Construction-Type and Production. Depending on the commercialterms of
the contract, revenues are recognized either when costs are incurred, or using the percentage of
completion method of accounting by relating contract costs incurred to date to the total estimated
costs at completion. Contract losses are provided for in their entirety in the period they become
known, without regard to the percentage of completion. For the year ended December 31, 2018
and for the period ended December 31,2017, the Company recorded $212 and $247 for loss
contracts, respectively. Revenues are recorded net of sales tax. For the year ended
December 31 , 2018 and the period ended December 31 ,2017 , contract revenues include revenues
from salvage proceeds totaling $19,988 and $6,134, respectively. The asset costs and estimated
earnings in excess of billings on uncompleted contracts represents revenues recognized in excess
of amounts billed. The liability billings in excess of costs and estimated earnings on uncompleted
contracts represents amounts billed in excess of revenues recognized.

Accrued Contract Costs
Accrued contract costs represent the Company's estimate of amounts payable to its subcontracts
and other third party vendors for its long-term construction-type contracts. Accrued contract costs
are recognized on an accrual basis for each reporting period based on the percentage of
completion method of accounting by relating contract costs incurred to date for each project to the
total estimated costs at completion for that project.

Insurance Policies
The Company has insurance policies for automobile liability, and commercial general liability, which
includes asbestos and lead insurance coverage on an occurrence basis. The Company's
employees are covered by workers' compensation insurance. The Company believes its insurance
coverage to be adequate; however, there can be no assurance that such insurance will adequately
cover claims, if any, made in the future. The Company retains self-insurance risk for per
occurrence deductibles under each of the above-referenced policies. Losses are accrued based
upon the accumulation of estimates for reported losses and include a provision for losses incurred
but not reported, based on past experience and actuarial assumptions that were developed with
the assistance of specialists. The method used and the assumptions for estimating losses are
regularly reviewed and updated with adjustments if any, and reflected in current operations as a
change in estimate. Management believes that the expenses accrued are adequate to cover
losses incurred to date; however, the accrued expenses are based on an estimate and the ultimate
liability may be more or less than the amount recognized.

Revenue Recognition of Claims
Claims receivable represent amounts in excess of the contract price from customers or others for
unanticipated additional costs, when the additional costs result from customer-caused delays,
errors in specifications and designs, contract terminations, and change orders in dispute or
unapproved as to scope and/or price. Such amounts are accrued as additional revenue when the
amounts have been received or awarded. Claims receivable are presented either in unbilled
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accounts receivable for projects that are complete, or in costs and estimated earnings in excess of
billings on uncompleted contracts for projects still in progress. There was no accrued revenue
subject to claims at either December 2018 or 2017.

Property and Equipment
Property and equipment are carried at cost less accumulated depreciation. Depreciation is
computed using the straight-line method over the estimated useful lives of the related assets.
Leasehold improvements are depreciated over the shorter of the lease term or the life of the asset.
The cost of maintenance and repairs is charged to expense as incurred and significant
improvements and betterments are capitalized. Upon sale or retirement of property and
equipment, the cost and related accumulated depreciation is removed from the accounts and the
resulting gain or loss, if any, is recognized in the consolidated statements of operations.

Goodwill
Goodwill represents the excess of cost over fair value of the net assets purchased in acquisrtions.
The Company performs an annual impairment analysis at December 31. The Company has
elected the option to perform a qualitative assessment to determine whether it is more likely than
not that the fair value of its reporting unit is less than its carrying amount, including goodwill. lf
the Company determines that this is the case, it is required to perform the currently prescribed
impairment test to identify potential goodwill impairment and measure the amount of goodwill
impairment loss to be recorded for the reporting unit. lf, after considering the totality of events and
circumstances, the Company determines that it is more likely that not that the goodwill intangible
asset is not impaired, further quantitative assessment is unnecessary. The more likely than not
threshold is defined as having a likelihood of more than 50%. Testing for impairment is performed
at least annually, or more frequently if events or circumstances arise that indicate that impairment
may have occurred.

As a result of performing its annual impairment analysis at December 31, 2018 and 2017 ,

the Company has concluded that no factors existed that indicated that it is more likely than not that
the fair value of its reporting unit was less than its carrying amount.

Intangible Assets - Net
Intangible assets recognized in connection with an acquisition of a business include customer
relationships, backlog, and a trademark. These assets were recorded at their estimated fair values
at the date of acquisition, assigned estimated useful lives, and are amortized primarily on a straight
line basis over their respective useful lives.

Recoverability of Long-Lived Assets
The Company reviews long-lived assets, including property and equipment, for impairment
whenever events or changes in circumstances indicate that the net carrying amount may not be
recoverable. When such events occur, the Company measures impairment by comparing the
carrying value of the long-lived asset or asset group to the estimated undiscounted future cash
flows expected to result from use of the asset or asset group and its eventual disposition. lf the
sum of the expected undiscounted future cash flows is less than the carrying amount of the asset
or asset group, the Company would recognize an impairment loss. The impairment loss, if
determined to be necessary, would be measured as the amount by which the carrying amount of
the asset exceeds the fair value of the asset or asset group. The Company determined that there

11
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was no impairment of long-lived assets during the year ended December 31, 2018 and the period
ended December 31. 2017.

Deferred Financing Costs
The Company amortizes deferred financing costs over the life of the related debt using the straight-
line method, which approximates the effective interest rate method.

Fair Value of Financial lnstruments
The Company's financial assets and liabilities consist primarily of cash and cash equivalents,
accounts receivable, accounts payable, accrued expenses, and long-term debt. The carrying
values of the Company's financial assets and liabilities approximate their fair value. The guidance
in ASC Topic 825, Financiallnstruments paragraphs 10-50-16 through 50-19, requires disclosure
of fair value information about financial instruments, whether or not recognized on the balance
sheet, for which it is practicable to estimate that value. In cases where quoted market prices are
not available, fair values are based on estimates using present value or other valuation techniques,
and are determined in accordance with the provisions of ASC Topic 820, Fair Value Measurements
and Disc/osures. ASC Topic 825 excludes certain financial instruments and all nonfinancial
instruments from its disclosure requirements. ASC Topic 820 defines fair value, establishes a
framework for measuring fair value and expands disclosure requirements about fair value
measurements for financial reporting. The guidance establishes a three-tier value hierarchy, which
prioritizes the inputs used in measuring fair value. These tiers include: Level 1 - defined as quoted
prices in active markets for identical instruments; Level 2 - defined as observable inputs other than
quoted prices in active markets; and Level 3 - defined as unobservable inputs in which little or no
market data exists, therefore requiring an entity to develop its own assumptions. The carrying
amount of the Gompany's Term Loan Facility approximates its fair value due to the recent issuance
and the reset of its variable interest rate. For the years ended December 31,2A18 and 2017, the
carrying value and estimated fair value of the Company's noncurrent long-term debt obligations
was approximately $124,000 and $151,000, respectively. There are no quoted prices in active
markets or other inputs that are either directly or indirectly observable for the long-term obligations,
and therefore the Company measured the fair value of the long-term debt obligation by comparing
the movements in the risk-free rate and the spread of the Baa corporate bond rate from the date of
the inception of the debt (Level 3).

Income Taxes
NorthStar Group Holdings, LLC has elected to be treated as a taxable entity for income tax
reporting purposes and files its income tax returns on the accrual basis as a corporation for federal
and state income tax purposes. The Company accounts for income taxes under the provisions of
ASC Topic 740, lncome laxes. Under ASC Topic 740, current and deferred taxes are recognized
for the tax effects of differences between the financial reporting and tax bases of assets and
liabilities at the enacted tax rates in effect for the years in which the differences are expected to
reverse. Valuation allowances on deferred tax assets are provided when it is more likely than not
that some portion or all of the deferred tax assets will not be realized. All deferred tax assets and
liabilities are classified as noncurrent on the balance sheet in accordance with Accounting
Standards Update (ASU) 2015-17, Balance Sheef C/assification of Defened laxes.

ASC Topic 740 prescribes a recognition threshold and measurement attribute for financial
statement recognition and measurement of tax positions taken or expected to be taken in a tax

12
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return. The guidance in ASC Topic 740 states that an "enterprise shall initially recognize the
financial statement effects of a tax position where it is more likely than not, based on the technical
merits, that the position will be sustained upon examination." "More likely than not" for this purpose
is defined as a likelihood of greater than 50% based on the facts, circumstances, and information
available at the reporting date. The Company includes penalties and interest in income tax
expense.

Recent Accounting Pronouncements
Standards Adopted
ln January 2017 ,lhe FASB issued ASU 2017-04, lntangibles-Goodwill and Other. Simplifying the
Test for Goodwill lmpairment. The amendments in this update simplify the subsequent
measurement of goodwill by eliminating the requirement to compare the implied fair value of
goodwill with its carrying amount as part of Step 2 of the goodwill impairment test. A goodwill
impairment loss will instead be measured at the amount by which a reporting unit's carrying
amount exceeds its fair value, not to exceed the carrying amount of goodwill. The Company early
adopted this new standard as of June 12,2017.

ln August 2016, the FASB issued ASU 2016-18, Sfafement of Cash Flows: Resticted Cash (a
consensus of the Emerging /ssues Task Force). The amendment requires an entity to include in its
cash and cash-equivalent balances in the statement of cash flows those amounts that are deemed
to be restricted cash and cash equivalents. The Company early adopted this standard on
January 1,2018 and the prior period has been recast. The adoption of this standard did not have a
material impact on the Company's financial statements. The prior year investing cash flows were
adjusted by $100 from $67,196 to $67,096.

Standards Not Yet Adopted
ln May 2014,Ihe FASB issued ASU 2014-09, Revenue from Contracts with Customers, which
outlines a single comprehensive modelfor entities to use in accounting for revenue arising from
contracts with customers and supersedes most current revenue recognition guidance, including
industry-specific guidance. ASU 2014-09 outlines a five-step process for revenue recognition that
focuses on transfer of control, as opposed to transfer of risk and rewards, and also requires
enhanced disclosures regarding the nature, amount, timing and uncertainty of revenue and cash
flows from contracts with customers. Major provisions include determining which goods and
services are distinct and require separate accounting, how variable consideration (which may
include change orders and claims) is recognized, whether revenue should be recognized at a point
in time or over time and ensuring the time value of money is considered in the transaction price.
This ASU is effective for interim and annual reporting periods beginning after December 15, 2018
and can be applied either retrospectively to each prior period presented or as a cumulative-effect
adjustment as of the date of adoption. Management is currently evaluating the impact that the new
guidance will have on its consolidated financial statements.

ln August 2018, the FASB issued ASU 2018-13 , Disclosure Framework - Changes to the
Disclosure Requirements for Fair Value Measurement. This ASU amends ASC 820 to add,
remove and modify certain disclosure requirements for fair value measurements. The guidance is
effective forthe Company's fiscalyear beginning January 1,2020. The adoption of this standard is

not expected to have a material impact on the Company's consolidated financial statements.
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In August 2016, the FASB issued ASU 2016-15, Statement of Cash Flows: Classification of Certain
Cash Receipts and Cash Payments (a consensus of the Emerging lssues Task Force). The
amendment provides updated guidance on eight specific cash flow issues, including debt
prepayment or debt extinguishment costs, settlement of zero+oupon debt instruments, contingent
consideration payments made afler a business combination, proceeds from settlement of insurance
claims and corporate-owned life insurance, distributions received from equity method investees,
beneficial interests in securitization transactions and separately identifiable cash flows and
application of the predominance principle. The amendments in this update are effective for annual
reporting periods (including interim reporting periods within those periods) beginning after
December 15,2018. Early adoption is permitted. Management is currently evaluating the impact
that the new guidance will have on its consolidated financial statements.

In February 2016, the FASB issued ASU 2016-02, Leases, which amends the existing guidance on
accounting for leases. The ASU requires lessees to recognize the assets and liabilities arising
from all leases, including those classified as operating leases under previous accounting guidance,
on the balance sheet. lt also requires disclosure of key information aboul leasing arrangements to
increase transparency and comparability among organizations. The new guidance must be
adopted using a modified retrospective transition approach and provides for certain practical
expedients. The amendments in this update will be effective for the Company's fiscal year
beginning January 1,2020. Management is currently evaluating the impact that the new guidance
will have on its consolidated financialstatements.

f n August 2018, the FASB issued ASU 2018-15, Customer's Accounting for lmplementation Costs
lncurred in a Cloud Computing Arrangement that is a Service Contract ("ASU 201 8-1 5"). ASU
2018-15 requires implementation costs incurred by customers in cloud computing arrangements to
be deferred over the noncancellable term of the cloud computing arrangements plus any optional
renewal periods (1) that are reasonably certain to be exercised by the customer or (2) for which
exercise of the renewal option is controlled by the cloud service provider. ASU 2018-15 is effective
for the Company on January 1, 2021. Early adoption of ASU 2018-15 is permifted, including
adoption in any interim period. ASU 2018-15 can be adopted either using the prospective or
retrospective transition approach. Management is currently evaluating the impact of the adoption of
this guidance on its consolidated financial statements.

3. Accounts Receivable - Net

Accounts receivable - net as of December 31, 2018 and 2017 consists of the following:

Billed
Retained
Unbilled

Total accounts receivable

Less: Allowance for doubtful accounts

Accounts receivable - net

2018

$ 105,706
14,400
7,238

127,344

(7,52s\

$ 119,819

2017

117,100
1 8,1 33

153,123

(7e8)

$ 152,325

14
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During the year ended December 31, 2018, the Company wrote down receivables against the
allowance of $1 ,1 13, and recovered $4,002 for receivables that had been previously written off.

4. Costs and Estimated Earnings on Uncompleted Contracts

Costs and estimated earnings on uncompleted contracts as of December 31, 2018 and 2017
consists of the following:

CONFIDENTIAL

NorthStar Group Holdings, LLC
(A limited liability company)
Notes to Consolidated Financial Statements

Costs incurred on uncompleted contracts
Estimated earnings

Less. Billings to date

The above amounts are included in the consolidated
balance sheets under the following captions

Costs and estimated earnings in excess of billings
on uncompleted contracts
Billings in excess of costs and estimated earnings on
uncompleted contracts
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June 12,2017 (date of

180,479

(121,446) (193,22e)

$ (8e6) $ (12,7s0)

$ 7,183 $ 4,817

(8,079) (17,567)

$ (8e6) $ (12,750)

2018

$ 98,285
22,265

120,550

2017

$ 148,437
32,042

2017
Value

46,324

(6,710)

$ 39,614

5. Property and Equipment - Net

Property and equipment - net as of December 31, 2018 and 2017 consist of the following:

Category

Land and buildings
Furniture and fixtures
Compuler equipment
Leasehold improvements
Equipment
Vehicles

2018
ValueUseful life

(in years)

40

Shorter of useful life or life of lease
7 _.t0

7

$ 1,630 $ 1,630
166 173

1,683 1,552
1,424 1,351

36,073 33,798
9,335 7,820

Less: Accumulated depreciation and amortizalion

Property and equipment - net

50,311

(15,905)

$ 34,406

Depreciation expense for the year ended December 31,2018 and for the period ended
December 31,,2017 was $1 1,699 and $6,710, respectively, which includes the depreciation of
assets under capital lease.
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The gross amount of assets acquired pursuant to capital leases total $13,497 and $15,130, offset
by accumulated depreciation of $3,558 and $1,948 as of December 31, 2018 and 2017 ,

respectively, and are included in the table above.

6. Goodwilland Intangible Assets

Goodwill and intangible assets deemed to have indefinite lives are not amortized. lntangible assets

and liabilities determined to have definite lives are amortized over their useful lives.

The Company's goodwill of $100,430 relates to the Merger in 2017 . No impairment charges

related to goodwill were recognized in the year ended December 31, 2018 or in the period ended

December 31,2017 in connection with the annual goodwill impairment or qualitative assessment at

December 31.

As of December 31, 2018 and 2017 , the Company's intangible assets and related accumulated

amortization consist of the following:

2018
Estimated Accumulated
Ueeful Life Cost Amortization Net

l0years $ 72,900 $ 11,300 $ 61,600
1.5 years 8,500 8,500

10 years 8,000 1,240 6,760

$ 89,400 $ 21,040 $ 68,360

2017
Estimated Accumulatsd
Useful Life Cost Amortization Net

10 years $ 72,900 $ 4,009 $ 68,891

1.5 years 8,500 3,117 5,383

10 years 8,000 440 7,560

$ 89,400 $ 7,566 $ 81,834

The weighted average useful life of the Company's intangible assets when acquired was 9.2 years.

Amortization expense related to intangible assets for the year ended December 31,2018 and for
the period ended December 31 ,2017 was $1 3,474 and $7,566, respectively. Amortization
expense for each of the next five years for intangible assets subject to amortization is $8,090.
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Customer relationships

Backlog
Trademark

Total intangible assets

Customer relationships
Backlog
Trademark

Total intangible assets
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7. Accrued Expenses and Other Current Liabilities

Accrued expenses and other current liabilities as of December 31 , 2018 and 2017 consists of the
following:

8. Long-Term Obligations

The current and noncurrent portions of long-term obligations by issuance as of December 31, 2018
and 2017 are as follows:

Workers compensation and other liability insurance
Payroll and other compensation accruals
Sales tax
lnterest
Other

Accrued expenses and other current liabilities

Current portion of long-term obligations
Senior Secured Credit Facility Term Loan (")

Equipment finance obligations (b)

Short-term obligations

Noncurrent portion of long-term obligations
Senior Secured Credit Facility

Revolver(")

Term Loan (')

Equipment finance obligations (b)

Less: Deferred financing costs

Long-term obligations

(5e5) (842)

$ 123,596 $ 150,881

2018

$ 7,562
1 6,1 30

697
3,699
4,254

2018

19,839

2,856

22,695

2017

$ 7,499
15,283
4,287

717
4,913

$ 32,699

-
2017

3,1 83

3,183

$-$
120,161

4,030

6,500
140,000

5,223

a. Amended and Restated Credit and Guaranty Agreement and Revolving Credit Facility

ln connection with the Merger, on June 12,2017, the Company entered into the Second
Amended and Restated Credit and Guaranty agreement (the "Credit Facility") with various
lenders, consisting of a Term Loan of $140,000 (the "Term Loan") and a $55,000 revolving
credit facility (the "Revolver"). The lenders have a security interest in substantially allof the
assets of the Company and its subsidiaries. The Credit Facility matures on May 31,2021,
whereupon the balance outstanding on the Term Loan and Revolver will be payable in full.
Principal payments on the Term Loan are due quarterly beginning on December 31, 2019 in
amounts as described within the Credit Facility agreement. When certain annualfinancial
performance thresholds have been exceeded, the Credit Facility requires that the Company

1att

201 90140-DEF-OPCpODI-1 2-000069



CONFIDENTIAL Dockel No. 201 90140-El
NORTHSTAR GII.OUP HOLDINGS. LLC AND NORTI-ISTAR GROUP

NorthStar Group Holdings, LLC
(A limited liability company)
Notes to Consolidated Financial Statements
Year Ended December 31,2018 and the Period From June 12,2017 (date of
acquisition) to December 31,2017

(amounts in thousands)

prepay a portion of the Term Loan by June 30 of the immediately following year.
The Company met such thresholds during 2018, and has reclassified $19,139 of the Term
Loan as a current liability.

lnterest is charged on both the Revolver and the Term Loan at an applicable margin
percentage above either the prime lending rate of Manufacturers and Traders Trust Company
("M&T') or above the London InterBank Offered Rate, at the Company's option. The
applicable margin is on a sliding scale based upon the Company's total debt leverage ratio as
defined in the Amended Credit Agreement, measured quarterly and payable in cash. The
effective rate on the Term Loan at December 31, 2018 and 2017 was an annual rate of 6.9%
and 6.0%, respectively. ln addition, the Revolver has a rate per annum equalto the greatest
of (i) the Prime Rate in effect on such day, (ii) the Federal Funds Effective Rate in effect on
such day plus lz of 1% and (iii) the LIBOR Rate calculated as of such day in respect of
a proposed LIBOR Rate Loan with a one-month lnterest Period, plus 1.0%. The effective rate
on the Revolver at December 31,2018 was an annual rate of 11.4% and 9.0% for swing line
loans and base rate loans, respectively. The effective rate on the Revolver at December 31,

2017 was an annual rate of 11o/o and 8% lor swing line loans and base rate loans,
respectively. The Revolver also has a fee of 0.5% per annum on the unused portion of the
facility. Interest on outstanding borrowings and the fee are payable monthly.

Amortization of deferred financing costs for the year ended December 31,2018 and for the
period ended December 31 ,2017 was approxim ately $247 and $133, respectively, and is
classified as interest expense in the consolidated statement of operations.

As of December 31 , 2018 and 2017 , the Company had outstanding letters of credit in the
amount of $9,567 and $20,337 for the benefit of its surety bonding (Note 10) and deductibles
under insurance policies, and had drawn $0 and $6,500 on the Revolver, which reduced the
borrowing availability under the Revolver to $45,433 and $28,163, respectively. The letters of
credit are automatically renewable unless notice is provided 30 days prior to cancellation.

b. Equipment Finance Obligations

The Company has financed equipment under capital lease agreements and equipment
finance notes with various vendors for equipment utilized in the performance of its work. The
terms of the leases and notes vary from 36 to 60 months and carry interest rates ranging from
0.00% to 8.95%.

SERVICES, INC. FINANCIAI, STATEMI]NTS
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At December 31 ,2018 the debt maturities and noncancelable capital lease obligations
are as follows:

2019
2020
2021
2022
2023
Thereafter

Totalfuture payments

Less: Amount representing interest

Current (benefit) expense
State and local

Total current expense

Deferred expense (benefit)
Federal
State and local

Total deferred expense (benefit)

Total income tax expense (benefit)

7,247 147,247

(361) (361)

Long-Term
Debt

Obligations

$ 19,839
3,850
7,000
7,000
7,000

95,311

Equipment
Finance

Obligations

$ 3,083
2,640

911

372
241

Total
Long-Term
Obligations

$ 22,922
6,490
7,911
7,372
7,241

95,311

140,000

9.

140,000 6,886 $ 146,886

lncome Taxes

The provision for income taxes for the year ended December 3'1 , 2018 and for the period ended
December 3'1.2017 is as follows:

201 8 2017

846 723

846 723

2,296
2,306

4,602

$ 5,448

(3,023)
(781)

(3,804)

$ (3,081)

On December 22,2017, the Tax Cuts and Jobs Act (TCJA) was enacted into law. The legislation
contains several key tax provisions including the reduction of the corporate income tax rate to 21%
effective January 1,2018 as well as a variety of other changes including limitation of the tax
deductibility of interest expense. As of December 31, 2017 , the Company has remeasured its
deferred tax assets and liabilities for the reduced federal tax rate and has recognized the resulting
deferred tax benefit through the income tax provision. The impact to the Company's deferred tax
assets and liabilities due to the newly enacted federal tax rate at December 31,2017 was a net
benefit of $3.349.
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The Company's effective tax rate for 2018 differs from the federal statutory rate mainly as a result
of state taxes and permanent differences. The Company's effective tax rate for 2017 differs from
the federal statutory rate mainly as a result of the impact of the newly enacted federal tax rate, in
addition to state taxes and permanent differences.

The tax effects of the significant temporary differences that give rise to deferred tax assets and
fiabilities as of December 31,2018 and 2017 are as follows:

Deferred tax assets
Allowance for bad debts
Compensation accruals
lnsurance reserves
Net operating loss
Investment in partnerships
Other

Total deferred tax assets

Deferred tax liabilities
Depreciation and amortization
Investment in partnerships
Accrual versus percentage of completion

Total deferred tax liabilities

Net deferred tax liabilities

2418

$ 1,217 $
2,258
6,170

10,340

2017

119
1,923
7,611

17,048
1,434

1,676

21,661 30,158

(20,6e6)
(1,65e)

(23,291)

(5,36e) (8,328)

(27 ,724) (31 ,61e)

$ (6,063) $ (1,461)

As of December 31, 2018 and 2017, the Company has combined federal and state net operating
loss carryforwards of $44,609 and $50,182 and separate state net operating loss carryforwards of
approximately $33,956 and $46,372, respectively. These federal and state net operating losses
expire at various dates beginning in 2032. In general, under Section 382 of the United States
Internal Revenue Code of 1986 ('lRC'), a corporation that undergoes an "ownership change" is
subject to limitations on its ability to utilize its pre-change net operating losses to offset future
taxable income. An analysis was conducted as a result of the Merger which indicated that because
of the ownership change as of June 12,2017, federal and state net operating losses were limited
pursuant to IRC 382. This limitation has been considered in calculating the available net operating
loss carryforwards.

The Company had approximately $58 and $50 for the payment of interest and penalties and $116
and $476 of unrecognized tax benefits accrued in other long-term obligations at December 31,
2018 and 2017, respectively. lt is not expected that the amount of unrecognized tax benefits will
change significantly in the next 12 months. All uncertain tax benefits would affect the Company's
effective tax rate upon recognition.

The Company's tax years 2015-2017 remain open to examination for federal purposes and for
2014 forward for most state jurisdictions.
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10. Commitments and Contingencies

Operating Leases
The Company and its subsidiaries lease office space, warehouse space, heavy equipment, and
vehicles used in the Company's business operations, under operating leases that expire at various
dates through 2023. The lease agreements frequently include renewal and escalation clauses and
require the Company to pay taxes, insurance, and maintenance costs. Rent expense for real
property is calculated on a straight-line basis, and was $4,673 and $2,319 for the year ended
December 31,2018 and for the period ended December 31, 2917 , respectively. The Company
received sublease income of $551 and $260 for the year ended December 31, 2018 and for the
period ended December 31,2017, respectively.

As of December 31, 2018, minimum annual noncancelable operating lease commitments with initial
terms in excess of one year are as follows:

Exhibit RAP-6
Page 73

2017 (date of

Year Ending December 31,
2019
2024
2021
2022
2023
Thereafter

$ 4,276
3,477
2,113
1,178

420

$ 11,464

Concentration of Gredit Risk
Financial instruments that potentially subject the Company to credit risk consist primarily of contract
and trade receivables. Two customers accounted for 21.6% and 21.8% of consolidated total
accounts receivable as of December 31, 2018 and 2017, respectively. In addition, the Company
holds cash in accounts that are insured by the Federal Deposit Insurance Corporation ("FD|C") up
to certain limits. At December 31,2018and2A17, the Company had approximately $37,495 and
$11,011 in excess of FDIG insured limits, respectively.

Risks and Uncertainties
The Company is required to meet certain licensing, financial, and operating criteria as established
by respective regulatory, governmental, and localagencies to bid and work in certain states. There
is no assurance that these agencies will not change the established criteria or that the Company
will continue to comply with the established criteria. Should the Company lose its ability to bid and
work in certain states, the operations, cash flows and financial position of the Company could be
adversely effected.

Surety Bonds
As is customary in the contracting business, the Company is required to provide surety bonds to
secure its performance under certain contracts. The Company's ability to obtain surety bonds
primarily depends upon capitalization, working capital, past performance, management expertise,
and certain external factors, including the overall capacity of the surety market. Surety companies
consider such factors in relation to the amount of the backlog and their undenrvriting standards,
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From June 12,2017 (date of

11.

(amounts in thousands)

which may change from time to time. The Company's inability to obtain surety bonds in the future
would significantly affect its ability to obtain new contracts, which could have a material adverse
effect on its business.

Litigation
The Company is involved in various litigations that arise in the ordinary course of its business
activities. In management's opinion, based in part upon the advice of legal counsel,
the Company's liability, if any, based on the outcome of such litigation would not have a material
adverse effect on the Company's consolidated financial statements.

Related-Party Transactio ns

During the year ended December 31 , 201 8 and for the period ended December 31 , 2017, the
Company paid rent expense of $354 and $102, respectively, to an entity in which a Company
employee has an equity interest.

On June 12,2017, in connection with the Merger, the Company entered into a management
services agreement (the "Management Agreement") pursuant to which certain of the members of
the Investor (the'Advisors') will be paid $750 per year plus out-of-pocket expenses for certain
management, business and organization strategy, and merchant and investment banking services
rendered to the Company. Such fees were negotiated by representatives of the Advisors and
the Company. The Management Agreement has no stated term and will remain effective until
terminated. The management fee is payable to the Advisors quarterly in advance. The Company
incurred expense relating to the Management Agreement of $1,003 and $412 in the year ended
December 31 , 2018 and for the period ended December 31 , 2017 , respectively. The amount
payable to the Advisors as of December 31 , 201 I was $162. As of December 31 , 201 7, the
Company had prepaid the Advisors $188.

Defined Contribution Savings Plan

The Company has established a contributory tax deferred 401(k) plan covering substantially all of
its non-union employees. Eligible employees may contribute up to 100% of their eligible
compensation to this plan, subject to the annual lnternal Revenue Service limit, and the Company
wif l make a matching contribution of 25% of the first 6% contributed by the employee. Amounts
contributed by employees are 100% vested. The Company matching contributions vest over a five-
year period, as defined in the plan documents. Total Company matching contributions to the plan
for the year ended December 31,2018 and for the period ended December 31, 2017 was $81 1 and
$471, respectively.

Subsequent Events

The Company considers the principles and requirements for subsequent events, including (1) the
period after the balance sheet date during which management of a reporting entity shall evaluate
events or transactions that may occur for potential recognition or disclosure in the consolidated
financial statements; (2) the circumstances under which an entity shall recognize events or
transactions occurring after the balance sheet date in its consolidated financial statements; and (3)
the disclosures that an entity shall make about events or transactions afier the balance sheet date.

12.

't 3.
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The Company has evaluated subsequent events through April 15, 2019, the date that these
consolidated financial statements were available to be issued.

On January 11,2019, the Company completed the Membership lnterest Purchase and Sale
Agreement (MIPA), under which the Company acquired 100% of the membership interest of a legal
entity owning a nuclear power plant that had been closed permanently in 2014. The plant was
transferred to the Company from its former owner for the purpose of expedited decommissioning.
Under the terms of the MIPA, the Company is responsible for the decommissioning of the plant,
spent fuel management and eventual site restoration. As of the date of the MIPA, the Company
recorded a liability for the present value of the future asset retirement obligations, which represents
costs for demolition and decommissioning and for the management of the spent nuclear fuel
storage, along with related deferred income taxes and credits. The Company also acquired
existing decommissioning and site restoration trust funds to fund the required work, and recorded a
receivable for expected future recovery of spent fuel management costs from the U.S. Department
of Energy. As a regulatory condition of the transaction, $10,000 from the Company was deposited
into a long-term escrow account, with additional cash from the former owner also transferred to this
account at closino.

No other events ,lrere iOentitied that require recognition or disclosure.
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Assets
Current assets

Cash and cash equivalents
Other current assets

Tolal current assets

Property and equipment - net
Goodwill and intangible assets
Decommissioning trust funds
DOE reimbursement
Deferred income taxes
Restricted cash
Other noncurrent assets

Total assets

Liabilities and Member's Equity
Current liabilities

Current maturities of long-term obligations
Accounts payable and accrued expenses
Billings in excess of costs and estimated
earnings on uncompleted contracts

Total current liabilities

Long-term debt obligations
Insurance obligations
Asset retirement obligations
Deferred income taxes
Deferred tax credit
Other long-term obligations

Total liabilities

Member's equity

Total liabilities and member's equity

As of Pro
December 31, Forma Total

2018 Adjustments Pro Forma

$ 35,854
143,396

179,250

34,406
168,790

100
293

$ (e,251)

1,500

(7,7511

546,48;
105,000
196,304
30,000

$ 26,603
144,896

171,499

34,406
168,790

546,484
105,000
196,3M
30,100

293

$ 22,695
102,530

8,079

133,304

123,596
19,409

6,063

$
2,249

2,249

672,41;
(6,063)

201,439_

382.839 $ 870.037 $ 1,252,876

$ 22,6S5
104,779

8,079

135,553

123,596
19,409

672,412

201,439
175175

282,547

140,292

870,037 1,152,584

100,292

$ 382,839 $ 870,037 $ 1,252.876
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1. Basis of Presentation

The pro forma balance sheet has been prepared to give effect to the MIPA as if it had transpired on
December 31, 2018. Based on preliminary purchase accounting performed by the Company, the
transaction is being treated as an asset acquisition. As of the date of the MIPA, the Company recorded a
liabifity for future asset retirement obligations in the amount $672,412, which represents $567,412 for
demolition and decommissioning and $105,000 for the management of the spent nuclear fuel storage.
The Company recorded a receivable from the U.S. Department of Energy (DOE) for $105,000 for the
anticipted recovery of the costs of managing the spent nuclear fuel storage. Simultaneous with the close
of the MIPA, the Company received investment trust funds and cash with a combined value of $566,484
that will be used to fund the required work. As a regulatory condition of the transaction, $20,000 of the
cash received plus an additional $10,000 from the Company was deposited in a long-term escrow
account. The difference between the cost basis and the tax basis of the acquired assets resufted in the
recognition of a deferred tax asset of $202,367 and a long-term tax credit of $201,439.
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Report of Independent Auditors

To the Board of Directors and Management of
NorthStar Group Holdings, LLC

We have audited the accompanying consolidated financial statements of NorthStar Group Holdings, LLC
and its subsidiaries, which comprise the consolidated balance sheets as of December 3r, iorg and1or8,
and the related consolidated statements of income and comprehensive income, of changes in member's
equity and of cash flows for the years then ended.

M ano,g ement b Respons ihilitg for the Cons olid.ated Finorncial Stctemen ts

Management is responsible for the preparation and fair presentation of the consolidated financial
statements in accordancg *ith accounting principles generally accepted in the United States of America;
this includes the design, implementation, and muinteirance oi int"*"I control relevant to the preparation
and fair presentation of consolidated financial statements that are free from material misstatement.
whether due to fraud or error.

Auditor s' Responsibilf ty

Our responsibility is to express an opinion on the consolidated financial statements based on our audits.
We conducted our audits in accordance with auditing standards generally accepted in the United States of
America' Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the consolidated financial statements. The procedures selected depend on our judgment, including the
assessment of the risks of material misstatement of the consolidated financial statements, whethei due to
fraud or error. In making those risk assessments, we consider internal control relevant to the Company's
preparation and fair presentation of the consolidated financial statements in order to design audit^
procedures that are fPPropriate in the circumstances, but not for the purpose ofexpressin! an opinion on
the effectiveness of the Company's internal control. Accordingly, *e eipress no suc-h opini6n. Anaudit also
includes evaluating the appropriateness of accounting policies used and the reasonabliness 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 sufficient and
appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects,-the financjal position of NorthStar Group Holdings, LLC and its subsidiaries as of December 3r,
zorg and eor8, and the results oftheir operations and their cash flows for the years then ended in . '

accordance with accounting principles generally accepted in the United States of America.

-bpwe
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Other Matter

Our audit was conducted for the purpose of forming an opinion on the consolidated financial statements
taken as a whole. The unaudited supplemental information - disbursements from tnrst funds in eor9,
listed in the accompanying index and appearing on pages 27-29 is presented for purposes of additional
analysis and is not a required part of the consolidated financial statements. Such information has not been
subjected to the auditing procedures applied in the audit of the consolidated financial statements, and
accordingly, we do not express an opinion or provide any assurance on it.

March gr, 2o2o

PricewaterhouseCoopers LLP, PricewaterhouseCoopers Center, 3oo Madison Avenue, NewYor\ NY roorT
T: (6+6) 47lgooo, F: (8rg) 286 6ooo, www.pwc.com/us
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(amounts in thousands)

Assets
Current assets

Cash and cash equivalents
Accounts receivable - net
Costs and estimated earnings in excess of billings
on uncompleted contracts
Inventories - net
Income tax receivable
Insurance deposits and other prepaid expenses

Total current assets

Property and equipment - net
Goodwill
Intangible assets - net
Restricted cash
Decommissioning trust funds
Reimbursements due from U.S. Department of Energy
Deferred income tax

Total assets

Liabilities and Member's Equity
Current liabilities

Current maturities of long-term financing obligations
Accounts payable

Accrued contract costs
Accrued expenses and other current liabilities
Billings in excess of costs and estimated earnings on
uncompleted contracts

Total current liabilities

Long-term financing obligations
Asset retirement obligations
Unearned revenue - site restoration
Deferred income taxes
Deferred tax credit
Insurance and other long-term obligations

Total liabilities

Commitments and contingencies (Note 11)

Member's equity
Noncontrolling interests

Totalequity

Total liabilities and member's equity

241,789

34,148
100,430
60,270
30,657

490,568
102,877
196,666

$ 1,257,405

$ 4,540
39,806
58,253
31,841

17,677

$ 35,854
1 19,819

7,1 83

3,537
41

1 3,1 09

179,543

34,406
100,430
68,360

100

2019

69,055
149,126

6,679
3,211

695
13,023

2018

152,117

160,393
541,733

54,223

201,207
18,757

$ 382,839

$ 22,449
38,164
32,024
32,342

8,079

133,058

123,842_

6,063

19,58;

1,128,430

128,983
(8)

128,975

$ 1,257,405

282,547

100,292

100,292

$ 382,839

The accompanying notes are an integral part of these consolidated financial statements.
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Revenues
Cost of revenues

Gross proftt

Selling, general, and administrative expenses

Operating income before depreciation and amortization

Depreciation and amortization

Operating income

Other income (expense)
ldterest expense
lnterest income
Other - net

Total other expense, net

Income before income tax expense

Income tax (benefit) expense

Net income
Less: net loss attributable to noncontrolling interests

Net income aftributable to NorthStar Group Holdings, LLC

Other comprehensive income, net of taxes:
Unrealized gains on debt securities

Comprehensive income attributable to NorthStar Group Holdings, LLC

2019

$ 640,111
512,305

127,806

s5,265

2018

25,034

(12,381)

214
(ee2)

(1 3,1 5e)

11,875

5,448

6,427

503,755

72,541

1 1,564

60,977

(13,084)

14,734
(1 32)

1 ,518

106,651

65,146

41,505

16,471

62,495

(3,e10)

66,40s
(206)

66,611 $ 6.427

12,080

$ 78,691 $ 6,427

The accompanying notes are an integral part of these consolidated financial statements.

4

201 90140-DEF-OPCPODl -1 2-000084
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NorthStar Group Holdings, LLG
(A limited liability company)
Consolidated Statements of Changes in Member's Equity

NORT}ISTAR GROUP HOLDINGS. LLC AND NORTHSTAR GROUP
SERVICES . INC. FINANCIAL STATEMENTS

coNFrDE+{'Fmff

Years Ended December 31. 2019 and 2018

(amounts in thousands, except unit data)

Balances at December 31,2017

Net income

Balances at December 31,2018

Net income (loss)

Unrealized gains on debt securities, net of tax of $4,188

Distributions to Member

Capital contdbutions by noncontrolling interests

Balances at December 31,2019

Ownership

Units

Accumulated

Other

Compreheneive

lncome

$

Membgr's

Equrty

$ 93,865

6,427

Noncontrolling Total

Interests Equrty

$ $ 93,865

- 6,427

1

12,080

100,292

66,611

12,080

(50,000)

- 100,292

(206) 66,405

- 12,080

- (50,000)

198 198

12,080 $ 128,983 $ (8) $ 128,975

The accompanying notes are an integral part of these consolidated financial statements.
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NorthStar Group Holdings, LLC
(A limited liability company)
Consolidated Statements of Cash Flows
Years Ended December 31,2019 and 2018

DocketNo 20190140-El
NORI'IISl'AR GROTJP I{OI-DINGS, LLC AND NOI{]IIS1'AR GROUP

SERVICES . INC, FINANCIAI. STATEMENTS

CONFIDEN'q.MH

(amounts in thousands)

Cash flows from operating activities
Net income
Adjustments to reconcile net income to net cash provided by
operating activities

Depreciation and amortization
Accretion of asset retirement obligations
Accretion of reimbursements due from U.S. Department of Energy
Write-off of debl issuance cosls
Provision for allowance for doubtful accounls
Recognition of unearned revenue - site restoration lrust fund
Interest expense - Amorlization of financing costs
Interest expense - Amortization of original issue discount
(Gain) Loss on sale offixed assets
Realized gains on decommissioning trusi funds
Interest earnings on decommissioning trust funds
Defened income taxes
Changes in operating assels and liabilities

Accounts receivable
Costs and estimated earnings in excess of billings
on uncompleted contracls

Inventories
Insurance deposils and other prepaid expenses
Accounts payable and accrued contract costs
Billings in excess of cosls and estimated earnings
on uncompleted contracts

Accrued expenses and other current liabililies
Payments made to settle asset retirement obligations
Insurance and other long-lerm obligalions
I ncome taxes receivable

Net cash provided by operating activities

Cash flows from investing activities
Capital expenditures
Proceeds from sale offixed assets
Restricted cash received for transfer of assel retirement obligations

Net cash provided by (used in) investing activities

Gash flows from financing activities
Principal payments on long-term obligations
Proceeds from issuance of long-term debt
Deferred financing costs paid and original issue discount
Distributions to member
Capital conhibutions by noncontrolling interests
Proceeds from line of credit
Repayments of line of credit

Net cash used in financing activities

Nel increase in cash, cash equivalents and restricted cash

Cash, cash equivalents and restricted cash
Beginning of year

End ofyear

Supplemental disclosures of cash flow information
Cash paid during the year for

lnterest
Income taxes

The accompanying notes are an integral part of these consolidated

20,621
27,371
(4,877)

431
(4,170)

(4e6)
355
't 59
(27)

(6ee)
(8,s32)
(4,782)

(24,324')

504
326
249

27,871

9,598
(1,502)

(14,516)
(827)
(654)

88,084

(12,542)
296

20,025

7,779

('t43,741)
165,1 50

(3,712)
(50,000)

198

2019

66,40s

2018

$ 6,427

25,1 63

2,533

247
tt:

4,602

29,973

(2,366)
541

1740)
(10,248)

(e,488)
(356)

(2,22s)
(266)

44,672

(8,287)

926

(7,361)

(3,487)
1,968

1 9,1 50
(2s,650)

(32,105) (8,01e)

63,758 29,292

35,954 6,662

$ 99,712 $ 35,954

$ 15,475 $ 9,471
1,155 1,521

financial statements.
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CONFIDENTIAL Docket No. 201 901 40-E1
NORTHSTAR GROUP HOLDINGS, LLC AND NORTHSTAR GROUP

NorthStar Group Holdings, LLC
(A limited liability company)
Notes to Consolidated Financial Statements
Years Ended December 31,2019 and 2018

SERVICES, INC. FINANCIAL S'TATEMENTS

CONFIDEN'q,#*

(amounts in thousands)

1. Organization and Business

NorthStar Group Holdings, LLC, a Delaware limited liability company (the "Company") commenced
its operations on April 23, 2014. On June 12,2017 , following the completion of a merger
agreement, 100% of the ownership of the Company was transferred to an unrelated investment
group, resulting in a change in ownership. The Company provides facility, technical, and
environmental services to a broad range of commercial, industrial, institutional, and government
clients located throughout the United States and is a market leader in its core decommissioning,
demolition and remediation service lines. The Company provides its contracting services through
its wholly owned subsidiaries: NorthStar Group Services, Inc. (also doing business as LVI
Services Inc.), NorthStar Demolition and Remediation, Inc. (also doing business as NorthStar D
and R, Inc., LVI Facility Services of CT, lnc., Northeast Remediation, Twin Brooks Environmental,
and LVI Environmental Services), NorthStar Demolition and Remediation, LP, NorthStar
Contracting Group, Inc. (also doing business as LVI EnvironmentalServices, Inc.), NorthStar
CG, LP (also doing business as EWR, Nutech Concrete Sawing and Drilling, Nutech Sawing and
Drilling, Nutech, Renu, Renu Recycling Services, EnvironmentalWaste Resources, Nuprecon, LP
and Nuprecon), Northstar Recovery Services lnc., NorthStar Federal Services, Inc. (also doing
business as Randolph Construction Services), TEG/LVI EnvironmentalServices Inc. (also doing
business as Structural Protection Services Systems), NorthStar Environmental Services of New
Orleans, lnc., NorthStar l&E, Inc. (also doing business as NorthStar lnfrastructure &
Environmental, Inc.), NorthStar Decommissioning Holdings, LLC, NorthStar Nuclear
Decommissioning Company, LLC, NorthStar Vermont Yankee, LLC, NorthStar Facility and Site
Services, Inc., Accelerated Decommissioning Partners, LLC, ADP CR3, LLC, ADP SF1, LLC, and
NorthStar Services UK, Ltd.

Acquisition of Vermont Yankee Nuclear Power Station
On January 11,2019, the Company completed the Membership Interesi Purchase and Sale
Agreement (MIPA), under which the Company acquired 100% of the membership interest of a legal
entity owning the Vermont Yankee Nuclear Power Station, a nuclear power plant that had been
permanently closed in 2014. The plant was transferred to the Company from its former owner for
the purpose of expedited decommissioning. Under the terms of the MIPA, the Company is
responsible for the decommissioning of the plant, spent fuel management and eventual site
restoration.

As of the date of the MIPA, the Company recorded a liability for the present value of the estimated
future cash outflows for demolition, decommissioning, and site restoration costs, and for costs
related to the management of the spent nuclear fuel storage. At closing, the former owners
transferred to the Company the existing decommissioning and site restoration trust investment
portfolios to fund the required work (the "NDT" and the "SRT," respectively, and collectively the
"trust funds"), plus $20,000 cash that was deposited into a long-term escrow account as a
regulatory condition of the transaction. In accordance with the agreement, the Company deposited
an additional $10,000 into the escrow account. The Company recorded a receivable for expected
future recovery of spent fuel management costs from the U.S. Department of Energy.
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NorthStar Group Holdings, LLU
(A limited liability company)
Notes to Consolidated Financial Statements
Years Ended December 31, 2019 and 2018

DocketNo 20190140-El
NORTI{STAR GROUP HOI-DINCS, LLC AND NORTHSTAR GROUP

SERVICES, INC. FINANCIAL STATEMENTS

CONFIDM{,FM

(amounts in thousands)

The Company recorded the following amounts at the closing of the MIPA:

Nuclear decommissioning trust
Site restoration trust
Restricted cash
Reimbursements due from U.S. Department of Energy
Deferred tax asset

Asset retirement obligations
Unearned revenue - site restoration
Deferred credit

$ 487,627
59,991
20,000
98,000

225,650

$ 891,268

$ 61 1,827
54,720

224,721

$ 891,268

2.

The value of the NDT fund portfolio at closing, plus the forecast earnings thereon, included funding
that was anticipated to be approximately equal to the estimated fair value of the anticipated future
cash flows required to complete the decommissioning and spent fuel management activities. The
value of the SRT fund portfolio at closing exceeded the estimated fair value of the anticipated
future cash flows for site restoration by $34,720, and the Company recorded an unearned revenue
liability for this estimated excess plus the $20,000 cash escrow received from the former owner, for
a total $54,720. The Company recognized a deferred tax asset of $225,650 for ihe tax effect of the
total difference between the book and tax basis of the acquired assets and liabilities. The excess of
the amounts assigned to the acquired assets were allocated pro rata to reduce the assigned values
to zero, with the remainder recorded as a deferred tax credit of $224,721. The amount of the
anticipated reimbursements from the U.S. Department of Energy is classified as a long-term asset,
as there is significant uncertainty as to the timing of when these amounts will be recovered.

Summary of Significant Accounting Policies

Basis of Presentation
The accounting and reporting policies of the Company conform to accounting principles generally
accepted in the United States of America ('U.S. GAAP"). The consolidated financialstatements
include all of the accounts of the Company and its wholly owned subsidiaries. Certain prior year
amounts have been reclassified to conform to the current year presentation. All significant
intercompany accounts and transactions have been eliminated in consolidation.
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CONFIDENTIAL DocketNo 20190140-EI

NorthStar Group Holdings, LLC
NORTHSTAR GROUP HOLDINGS, LLC AND NORTHSTAR GROUP

SERVICES . INC, FINANCIAL STATEMENTS

(A limited liability company)
Notes to Consolidated Financial Statements
Years Ended December 31,2019 and 2018

coNFTDFN'q'mH

(amounts in thousands)

Use of Estimates
The preparation of the consolidated financial statements in conformity with U.S. GAAP requires
management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosures of contingent assets and liabilities at the date of the financial statements,
and the reported amounts of revenues and expenses during the reporting period. Significant
estimates used in recording account balances and transactions related to percentage of completion
accounting, revenue recognition, income taxes, the determination of the allowance for doubtful
accounts, the recoverability of long-lived assets and goodwill, the fair value of asset retirement
obligations acquired in asset acquisitions, accrued contract costs, and insurance obligations.
Actual results could differ materially from those estimates.

Cash and Cash Equivalents
The Company considers highly liquid investments, purchased with original maturities of three
months or less, to be cash and cash equivalents.

Restricted Cash
Restricted cash relates primarily to an escrow balance required by the terms of an asset acquisition
completed in 2019 (see Note 1), which the Company may not access untilcertain milestones
specified in the MIPA have been completed.

Accounts Receivable
Retained accounts receivable represents amounts owed by clients for services rendered which are
not due until completion of the related contract. Unbilled accounts receivable represents revenues
recognized in excess of amounts billed on completed contracts. Accounts receivable, including
retained and unbilled accounts receivable, are amounts receivable from customers that are
expected to be collected within one year. The Company estimates an allowance for doubtful
accounts based on the aging of the individualamounts receivable beginning with a 10% allowance
for balances that are 180 days past due. An incremental15o/o additional allowance is recognized
after 270 days of delinquency, and another 25o/o al360 days. After one year, the allowance is

increased by an incremental 10% of the original balance per quarter, until the original receivable is

fully reserved, or collected. The allowance for doubtful accounts represents the Company's best
estimate of the amount of probable credit losses in the Company's existing accounts receivable
gross balance and is determined based on historical write-off experience. The Company also
considers factors related to specific customers' ability to pay and current economic trends and will
record an additional allowance for doubtful accounts as needed. The Company writes off accounts
receivable against the allowance for doubtful accounts when management determines the balance
is uncollectible and the Company ceases collection efforts.

lnventories
Inventories are stated at the lower of cost or net realizable value using a first-in, first-out basis to
determine cost. lnventories consist of consumable materials and small tools used in services
provided to clients. The Company records an allowance for shortage and damage based on
historical trends and any known changes in the inventory balance.

Insurance Deposits and Other Prepaid Expenses
The Company provides cash deposits to certain insurance carriers, which the carriers hold as

collateral against future insurance claims. The insurance deposit requirements are reviewed and
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Notes to Gonsolidated Financial Statements
Years Ended December 31,2019 and 2018

(amounts in thousands)

adjusted annually when the related polices are renewed. Prepaid expenses represent advance
payments made to various services providers for services to be received within one year.

Decommissioning Trust Funds
The Company records the decommissioning trust funds on the balance sheet at their fair value.
The investments included in these portfolios consist of available-for-sale government debt
securities and cash. Unrealized gains recorded on the available-for-sale debt securities in the trust
funds are recognized in the accumulated other comprehensive income component of member's
equity. See Note 10 for details on the decommissioning trust funds.

Reimbursements Due from U.S. Department of Energy
In connection with the 2019 acquisition discussed in Note 1, the Company recorded an asset that
was transferred by the former owner for the expected future recovery of spent fuel management
costs from the U.S. Department of Energy. The asset was recorded at fair value, estimated by
using a discounted cash flow forecast of the amounts anticipated to be recovered as determined by
an independent third-party valuation. Interest is accreted on the balance each year to reflect the
time value of money for this present value asset. There is uncertainty as to the timing of when the
amounts will be recovered, and therefore the Company has classified this asset as long term on
the consolidated balance sheets.

Asset Retirement Obligations
The Company recorded a liability for the asset retirement obligations related to the 2019 acquisition
discussed in Note 1. The asset retirement obligation was recorded at its fair value, which was
measured by using the present value of the estimated future cash outflows for demolition,
decommissioning, and site restoration costs, and for costs related to the management of spent
nuclear fuel storage. The asset retirement obligation is accreted each year through a charge to cost
of revenues, to reflect the time value of money for this present value obligation. Additionally,
changes in cash flow assumptions impacting the asset retirement obligations are assessed at each
balance sheet date with an offset through cost of revenues.

Unearned Revenue - Site Restoration
The Company acquired unearned revenue in connection with the 2019 acquisition discussed in
Note 1. Along with the related asset retirement obligation for the eventual restoration of the site for
future unrestricted use, the Company acquired ownership of a site restoration trust investment
portfolio plus $20,000 restricted cash. The fair value of the site restoration trust investment portfolio
exceeded the estimated fair value of the anticipated future cash flows for site restoration by
$34,720, and the Company recorded a liability for the estimated value of such excess plus the
restricted cash received. The unearned revenue will be recognized in earnings over time as the
Company performs its obligations for the site restoration, in a manner consistent with the related
contract. ln accordance with the terms of the MIPA, the Company does not have the right to draw
upon the excess cash in the site restoration investment portfolio or the $20,000 restricted cash until
certain milestones specified in the MIPA have been completed, and therefore the unearned
revenue is classified as a long-term liability.
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NorthStar Group Holdings, LLC
(A limited liability company)
Notes to Consolidated Financial Statements
Years Ended December 31,2019 and 2018

SERVICES, INC. FINANCIAL STATEMENTS

coNFtDE$,t'qffi

(amounts in thousands)

Revenue Recognition
On January 1 , 2019, the Company adopted the provisions of the Financial Accounting Standards
Board (FASB) ASC Topic 606 Revenue for Contracts with Customers using the modified
retrospective transition method. There was no impact on the Company's financial statements from
the adoption of this standard. Revenue recognized on contracts that has not been billed to clients
is classified as a current asset, costs and estimated earnings in excess of billings on uncompleted
contracts. Amounts billed to clients in excess of revenue recognized on contracts to date are
classified as a current liability, billings in excess of costs and estimated earnings on uncompleted
contract.

C o n st ru ct i o n -ty p e co nt ra cts
The Company recognizes revenue for its construction-type contracts over iime, as performance
obligations are satisfied, due to the continuous transfer of control to the customer. Depending on
the commercial terms, contracts may be accounted for as a single unit of account (a single
performance obligation), or may be segmented between types of services when there are multiple
performance obligations. For contracts with multiple performance obligations, the Company
allocates the transaction price to each performance obligation using an estimate of the stand-alone
selling price of each distinct service in the contract. Project mobilization costs are generally
charged to project costs as incurred when they are an integrated part of the performance obligation
being transferred to the client. Depending on the contract terms, the Company recognizes revenue
over time, based on either (a) contract costs incurred to date compared to the total estimated costs
at completion (an input method), or on (b) the achievement of contractual performance criteria (an

output method), with output-based methodology generally reserved for larger multi-year projects
with well-defined regulatory or contractual criteria to establish progress. The over time method is
the most faithful depiction of the Company's performance because it directly measures the value of
the services transferred to the customer. This method also generally aligns timing of typical
customer payments with satisfaction of performance obligations, with differences resulting in a
contract asset or liability, as included in Note 4. Contract losses are provided for in their entirety in
the period they become known, without regard to the percentage of completion. For the years

ended December 31, 2019 and 2018, the Company recorded $1,873 and$212 for loss contracts,
respectively. Revenues are recorded net of sales tax. For the years ended December 31, 2019
and 2018, contract revenues include revenues from salvage proceeds totaling $12,203 and

$1 9,988, respectively.

Service contracts
For service contracts in which the Company has the right to consideration from the customer in an

amount that corresponds directly with the value to the customer of the Company's performance
completed to date, revenue is recognized when services are performed and contractually billable.
Service contracts that include multiple performance obligations are segmented between types of
services. For contracts with multiple performance obligations, the Company allocates the
transaction price to each performance obligation using an estimate of the stand-alone selling price
of each distinct service in the contract.
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CONFIDm{'F,mi

(amounts in thousands)

V ariable con sideration
The nature of the Company's contracts gives rise to several types of variable consideration, such
as award and incentive fees. The Company recognizes revenue for variable consideration when it
is probable that a significant reversal in the amount of cumulative revenue recognized will not
occur. The Company estimates the amount of revenue to be recognized on variable consideration
using the expected value (i.e., the sum of a probability-weighted amount) or the most likely amount
method, whichever is expected to better predict the amount.

Revenue Recognition of Claims
Claims receivable represent amounts in excess of the contract price from customers or others for
unanticipated additional costs, when the additional costs result from customer-caused delays,
errors in specifications and designs, contract terminations, and change orders in dispute or
unapproved as to scope and/or price. Such amounts are considered variable consideration and are
recorded when likely to be received or awarded. Claims receivable are presented either in unbilled
accounts receivable for projects that are complete, or in costs and estimated earnings in excess of
billings on uncompleted contracts for projects still in progress. There was no accrued revenue
subject to claims at either December 31, 2019 or 2018.

Accrued Contract Costs
Accrued contract costs represent costs incurred and payable by the Company at the balance sheet
date to its subcontractors and other third party vendors for its long-term construction-type
contracls.

Insurance Policies
The Company has insurance policies for automobile liability, and commercial general liability, which
includes asbestos and lead insurance coverage on an occurrence basis. The Company's
employees are covered by workers' compensation insurance. The Company believes its insurance
coverage to be adequate; however, there can be no assurance that such insurance will adequately
cover claims, if any, made in the future. The Company retains self-insurance risk for per
occurrence deductibles under each of the above-referenced policies. Losses are accrued based
upon the accumulation of estimates for reported losses and include a provision for losses incurred
but not reported, based on past experience and actuarial assumptions that were developed with
the assistance of specialists. The method used and the assumptions for estimating losses are
regularly reviewed and updated with adjustments if any, and reflected in current operations as a
change in estimate. Management believes that the expenses accrued are adequate to cover losses
incurred to date; however, the accrued expenses are based on an estimate and the ultimate liability
may be more or less than the amount recognized.

Property and Equipment
Property and equipment are carried at cost less accumulated depreciation. Depreciation is
computed using the straight-line method over the estimated useful lives of the related assets.
Leasehold improvements are depreciated over the shorter of the lease term or the life of the asset.
The cost of maintenance and repairs is charged to expense as incurred and significant
improvements and betterments are capitalized. Upon sale or retirement of property and
equipment, the cost and related accumulated depreciation is removed from the accounts and the
resulting gain or loss, if any, is recognized in the consolidated statements of operations.
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(amounts in thousands)

Goodwill
Goodwill represents the excess of cost over fair value of the net assets purchased in acquisitions.
The Company performs an annual impairment analysis at December 31. The Company has
elected the option to perform a qualitative assessment to determine whether it is more likely than
not that the fair value of its reporting unit is less than its carrying amount, including goodwill. lf
the Company determines that this is the case, it is required to perform the currently prescribed
impairment test to identify potential goodwill impairment and measure the amount of goodwill
impairment loss to be recorded for the reporting unit. lf, after considering the totality of events and
circumstances, the Company determines that it is more likely than not that the goodwill intangible
asset is not impaired, further quantitative assessment is unnecessary. The more likely than not
threshold is defined as having a likelihood of more than 50%. Testing for impairment is performed
at least annually, or more frequently if events or circumstances arise that indicate that impairment
may have occurred.

As a result of performing its annual impairment analysis at December 31, 2019 and 2018,
the Company has concluded that no qualitative factors existed that indicated that it is more likely
than not that the fair value of its reporting unit was less than its carrying amount.

Intangible Assets - Net
Intangible assets recognized in connection with an acquisition of a business include customer
relationships, backlog, and a trademark. These assets were recorded at their estimated fair values
at the date of acquisition, assigned estimated useful lives, and are amortized primarily on a straight
line basis, which approximates the pattern of economic benefit, over their respective useful lives.

Recoverability of Long-Lived Assets
The Company reviews long-lived assets, including property and equipment, for impairment
whenever events or changes in circumstances indicate that the net carrying amount may not be
recoverable. When such events occur, the Company measures impairment by comparing the
carrying value of the long-lived asset or asset group to the estimated undiscounted future cash
flows expected to result from use of the asset or asset group and its eventual disposition. lf the
sum of the expected undiscounted future cash flows is less than the carrying amount of the asset
or asset group, the Company would recognize an impairment loss. The impairment loss, if
determined to be necessary, would be measured as the amount by which the carrying amount of
the asset exceeds the fair value of the asset or asset group. The Company determined that there
was no impairment of long-lived assets during the years ended December 31 , 2019 and 2018

Deferred Financing Costs
The Company amortizes deferred financing costs over the life of the related debt using the effective
interest rate method.

Fair Value of Financial Instruments
The Company's financial assets and liabilities consist primarily of cash and cash equivalents,
accounts receivable, accounts payable, accrued expenses, and long-term debt. The carrying
values of the Company's financial assets and liabilities approximate their fair value. The Company
early adopted ASU 2418-13, Disclosure Framework - Changes to the Disclosure Requirements for
Fair Value Measuremenf effective January I , 2019, with no rmpact on the Company's financial
statements. The guidance in ASC Topic 825, Financial Instruments paragraphs 10-50-16 through
50-19 (as amended), requires disclosure of fair value information about financial instruments,
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whether or not recognized on the balance sheet, for which it is practicable to estimate that value. In
cases where quoted market prices are not available, fair values are based on estimates using
present value or other valuation techniques, and are determined in accordance with the provisions
of ASC Topic 820, Fair Value Measurements and Disclosures. ASC Topic 825 excludes certain
financial instruments and all nonfinancial instruments from its disclosure requirements. ASC Topic
820 defines fair value, establishes a framework for measuring fair value and expands disclosure
requirements about fair value measurements for financial reporting. The guidance establishes a
three-tier value hierarchy, which prioritizes the inputs used in measuring fair value. These tiers
include: Level 1 - defined as quoted prices in active markets for identical instruments; Level 2 -
defined as observable inputs other than quoted prices in active markets; and Level 3 - defined as
unobservable inputs in which little or no market data exists, therefore requiring an entity to develop
its own assumptions.

lncome Taxes
NorthStar Group Holdings, LLC has elected to be treated as a taxable entity for income tax
reporting purposes and files its income tax returns on the accrual basis as a corporation for federal
and state income tax purposes. The Company accounts for income taxes under the provisions of
ASC Topic 740, lncome laxes. Under ASC Topic 740, current and deferred taxes are recognized
for the tax effects of differences between the financial reporting and tax bases of assets and
liabilities at the enacted tax rates in effect for the years in which the differences are expected to
reverse. Valuation allowances on deferred tax assets are provided when it is more likely than not
that some portion or all of the deferred tax assets will not be realized. All deferred tax assets and
liabilities are classified as noncurrent on the balance sheet in accordance with Accountino
Standards Update (ASU) 2015-17, Balance Sheef C/assification of Deferred laxes.

ASC Topic 740 prescribes a recognition threshold and measurement attribute for financial
statement recognition and measurement of tax positions taken or expected to be taken in a tax
return. The guidance in ASC Topic 740 states that an "enterprise shall initially recognize the
financial statement effects of a tax position where it is more likely than not, based on the technical
merits, that the position will be sustained upon examination." "More likely than not" for this purpose
is defined as a likelihood of greater than 50% based on the facts, circumstances, and information
available at the reporting date. The Company includes penalties and interest in income tax
expense.

Deferred tax credit
The tax basis of the assets acquired in connection with the 2019 transaction discussed in Note 1

exceeded the fair value book basis, resulting in the recognition of a deferred tax asset. The excess
of the amounts assigned to the acquired assets were allocated pro rata to reduce the assigned
values to zero, with the remainder recorded as a deferred tax credit. The deferred tax credit will be
reversed to tax expense in proportion to the reversal of the related deferred tax asset as the tax
and book basis differences decrease over time.

Recent Accounting Pronouncements
In February 2016, the FASB issued ASU 2016-02, Leases, which amends the existing guidance on
accounting for leases. The ASU requires lessees to recognize the assets and liabilities arising from
all leases, including those classified as operating leases under previous accounting guidance, on
the balance sheet. lt also requires disclosure of key information about leasing arrangements to
increase transparency and comparability among organizations. The new guidance must be

14

20190140-DEF-OPCPODl-1 2-000094



CONFIDENTIAL

NorthStar Group Holdings, LLC
(A limited liability company)
Notes to Consolidated Financial Statements
Years Ended December 31,2019 and 2018

DocketNo 20I90I40-El
NORTHSTAR GROUP HOLDINGS" LLC AND NORTHSTAR GROUP

SERVICES, INC. FINANCIAL STATEMENTS

CoNFIDEN,q',Iffi

(amounts in thousands)

adopted using a modified retrospective transition approach and provides for certain practical
expedients. The amendments in this update will be effective for the Company's fiscal year
beginning January 1,2021. Management is currently evaluating the impact that the new guidance
will have on its consolidated financial statements.

ln December 2019, the FASB issued ASU 2019-12 , Simplifying the Accounting for lncome Taxes
('ASU 2019-12"). The amendments in ASU 2012-12, among other things, remove certain
exceptions to the general principles in ASC 74A and seek more consistent application by clarifying
and amending the existing guidance. ASU 2019-12 is effective for the Company on January 1,

2022. Early adoption is permitted, including adoption in any interim period. Management is
currently evaluating the impact that the new guidance will have on its consolidated financial
statements.

3. Accounts Receivable - Net

Accounts receivable - net as of December 31 , 2019 and 2018 consists of the following:

2019 2018

$ 105,706
14,400

115,294
29,457

Billed
Retained
Unbilled

Total accounts receivable

Less: Allowance for doubtful accounts

Accounts receivable - net

152,964 127 ,344

(3,838) (7,52s)

$ 149,126 $ 119,81I

During the year ended December 31, 2019, the Company wrote down receivables against the
allowance of $2,940, and recovered $1,400 for receivables that had been previously written off
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4. Gosts and Estimated Earnings on Uncompleted Contracts

Costs and estimated earnings on uncompleted contracts as of December 31, 2019 and 2018
consists of the followino:

Costs incurred on uncompleted contracts
Estimated earnings

Less: Billings to date

The above amounts are included in the consolidated
balance sheets under the following captions

Costs and estimated earnings in excess of billings
on uncompleted contracts
Billings in excess of costs and estimated earnings on
uncompleted contracts

2019

$ 348,22s
70,386

2018

$ 98,28s
22,265

CONFIDENTIAL Dockel No. 20190140-El
NOITI'LISI'AR GI{OUP HOLI]INGS, LLC AND NORTIjSTAR GROUP

SERVICES, INC. FINANCIAI, STATEMENTS

CON F lDEltl'uinA+u
Faeeq6

Statements
and 2018

418,611

(429,609)

$ (10,ee8)

1 20,550

(121,446)

$ (8e6)

5. Property and Equipment - Net

Property and equipment - net as of December 31 , 2019 and 2018 consist of the following.

$ 6,679 $ 7,183

(17,677) (8,07e)

$ (10,ee8) $ (8e6)

2019 2018
Value ValueCategory

Land
Buildings
Furniture and fixtures
Computer equipment
Leasehold improvements
Equipment
Vehicles

Less: Accumulated depreciation and amortization

Property and equipment - net

Useful life
(in years)

40
5

Shorter of useful life or life of lease
7-10

7 12,141 9,335

$830$
800
166

1,733
1,799

43,719

830
800
166

1,683
1,424

JO,U / J

61,1 88

(27,040',)

$ 34,148

50,31 1

(15,e05)

$ 34,406

Depreciation expense for the years ended December 31, 2019 and 2018 was $12,531 and
$11,689, respectively, which includes the depreciation of assets under capital lease.

The gross amount of assets acquired pursuant to capital leases total $12,704 and $13,497, offset
by accumulated depreciation of $5,160 and $3,558 as of December 31, 2019 and 2018,
respectively, and are included in the table above.
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6. Goodwill and Intangible Assets

The Company's goodwill of $100,430 relates to a business combination completed in 2017. No
impairment charges related to goodwill were recognized in the years ended December 31,2019
and 2018 in connection with the annual goodwill impairment or qualitative assessment at
December 31.

As of December 3'1 , 2019 and 20'18, the Company's intangible assets and related accumulated
amortization consist of the following:

2019
Estimated
Useful Life

Accumulated
Cost Amortization Net

Customer relationships
Trademark

Total intangible assets

Customer relationships
Backlog
Trademark

10 years $ 72,900 $ 18,590 $ 54,310
10 years 8,000 2,040 5,960

$ 80,900 $ 20,630 $ 60,270

2018
Estimated
Useful Life

10 years
1.5 years
10 years

72,900
8,500
8,000

61,600

Accumulated
Cost Amortization Net

$ 11,300 $
8,500
1,240 6,760

Total intangible assets 89,400 $ 21,040 $ 68,360

The weighted average useful life of the Company's intangible assets when acquired was 9.2 years.

Amortization expense related to intangible assets for the years ended December 31, 2019 and
2018 was $8,090 and $13,474, respectively. Amortization expense for each of the next five years

for intangible assets subject to amortization is $8,090.
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7. Accrued Expenses and Other Current Liabilities

Accrued expenses and other current liabilities as of December 31 , 2019 and 2018 consists of the
following:

Workers compensation and other liability insurance
Payroll and other compensation accruals
Sales tax
lnterest
Other

Accrued expenses and other current liabilitles

Gurrent portion of long-term financing obligations
Senior Secured Credit Facilities (u)

Former Term Loan (u)

Term Loan A (u)

Term Loan B(u)

Equipment finance obligatiens {b)

S hort-term f nancing obligations

Noncurrent portion of long-term financing obligations
Senior Secured Credit Facilities

Former Term Loan (u) 
$

Term Loan A (")

Term Loan B(a)

Equipment finance obligations tb)

3,261 4,254

$ 31,841 $ 32,342

2019

$ 1 1,317
16,354

549
360

2018

$ 7,562
1 6,1 30

697
3,699

8. Long-Term Financing Obligations

The current and noncurrent portions of long-term obligations by issuance as of December 31, 201g
and 2018 are as follows:

2019 2018

1,375

371

2,794

10 qo2

2,856

4,540

75,066

83,507

1,820

22,449

119,812

4,m;
Long-term fi nancing obligations $ 160,393 $ 123,842

a. Amended and Restated Credit and Guaranty Agreement and Revolving Credit Facility

The Company entered into the Second Amended and Restated Credit and Guaranty
agreement on June 12,2017 (the "Former Credit Facility") with various lenders, consisting of a
term loan of $140,000 (the "Former Term Loan") and a $55,000 revolving credit facility. The
lenders had a security interest in substantially all of the assets of the Company and its
subsidiaries. The Former Credit Facility was scheduled to mature on May 31,2021,
whereupon the balance outstanding on the Former Term Loan and revolver would be payable

18
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in full. Principal payments on the Former Term Loan were due quarterly beginning on
December 31,2019 in amounts as described within the agreement. When certain annual
financial performance thresholds have been exceeded, the Former Credit Facility required that
the Company prepay a portion of the Former Term Loan by June 30 of the immediately
following year. The Company met such thresholds during 2018, and reclassified $20,000 of
the Former Term Loan as a current liability, which was paid in June 2019.

On September 6, 2019, the Company entered into the Credit and Guaranty Agreement (the
"Credit Facility') with various lenders, for an aggregate amount of $217,500, consisting of
Term Loan A for $80,000, Term Loan B for $87,500, and a $50,000 revolving credit facility
(the "Revolve/'). The proceeds from the Credit Facility were used to repay the Former Term
Loan including accrued interest, and cancelthe Former Credit Facility, whereupon the
Company wrote off $431 of the related deferred issuance costs to interest expense. The
lenders have a security interest in substantially all of the assets of the Company and its
subsidiaries. Term Loan A and the Revolver mature on September 6,2024, whereupon the
balance of Term Loan A and the Revolver will be payable in full. The Credit Facility matures
on September 6, 2025, whereupon the balance outstanding on Term Loan B will be payable in
full.

Interest is charged on the Revolver, Term Loan A and Term Loan B at an applicable margin
percentage above either the Base Rate or above the Adjusted Eurodollar Rate, at the
Company's option. The Base Rate is defined in the Credit Facility as the greatest of (i) the
Prime Rate; (ii) the Federal Funds Effective Rate plus 0.5%; and (iii) the Adjusted Eurodollar
Rate plus 1o/o.The Adjusted Eurodollar Rate is defined in the Credit Facility as the greater of
(i)the London InterBank Offered Rate and (ii) 1%. The applicable margin is on a sliding scale
based upon the Company's total net leverage ratio as defined in the Credit Facility, measured
quarterly and payable in cash. The effective rate on Term Loan A and Term Loan B at
December 31, 2019 was an annual rate of 6.1% and 6.9%, respectively The effective rate on
the Ofd Term Loan at December 31,2018 was an annual rate of 6.9%. The Revolver also has
a fee of 0.375% per annum on the unused portion of the facility. Interest on outstanding
borrowings and the fee are payable monthly.

The Term Loan A and Term Loan B were issued at discounts of $1,481 and $1,619,
respectively. The amortization of the discounts on these loans for the year ended December
31, 2019 was a combined $159, and is classified as interest expense in the consolidated
statement of operations. Amortization of deferred financing costs for the years ended
December 31, 2019 and 2018 was approximately $786 and $247 respectively, and is
classified as interest expense in the consolidated statement of operations.

As of December 31, 2019 and 2018, the Company had outstanding letters of credit in the
amount of $7,087 and $9,567 for the benefit of its surety bonding (Note 11) and deductibles
under insurance policies, and had drawn $0 on the Revolver, which reduced the borrowing
availability under the Revolver to $42,913 and $45,433, respectively. The letters of credit are
automatically renewable unless notice is provided 30 days prior to cancellation.
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b. Equipment Finance Obligations

The Company has financed equipment under capital lease agreements and equipment
finance notes with various vendors for equipment utilized in the performance of its work. The
terms of the leases and notes vary from 36 to 60 months and carry interest rates ranging from
0.00% to 8.95%.

At December 31, 2019 the debt maturities and noncancelable capital lease obligations are as
follows:

2020
2021
2022
2023
2024
Thereafter

Totalfuture payments

Less: Amount representing interest

Cu rrent (benefit) expense
Federal
State and local

Total current expense

Deferred (benefit) expense
Federal
State and local

Long-Term
Debt

Obligations

$ 2,875
3,875
4,875
4,875

67,375
82,906

. 166,78'1

(6,462)

$ 160,319

Equipment
Finance

Obligations

$ 2,8e0
1,161

455
241

4,747

(133)

$ 4,614

Total
Long-Term
Financing

Obligations

$ 5,765
5,036
5,330
5,116

67,375
82,906

171,528

(6,5e5)

$ 164,933

9. lncome Taxes

The provision for income taxes for the years ended December 31,2019 and 2018 is as follows:

2019 2018

872 846

872 846

(5,8e5)
1,113

(4,782)

2,296
2,306

4,602Total deferred (benefit) expense

Total income tax (benefit) expense (3,e10) $ 5,448

The Company's effective tax rate for 2019 differs from the federal statutory rate mainly as a result
of the deferred credit as well as state taxes and other permanent differences. The Company's
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effective tax rate for 2018 differs from the federal statutory rate mainly as a result of state taxes and
permanent differences.

The tax effects of the significant temporary differences that give rise to deferred tax assets and
liabilities as of December 31 , 2019 and 2018 are as follows:

2019 2018

$ 1,217
2,258
6,170

10,340

229,M7

1,676

21,661

Deferred tax assets
Allowance for bad debts
Compensation accruals
Insurance reserves
Net operating loss
Decommissioning trust funds
Reimbursements due from US Department of Energy
Asset Retirement Obligations
Unearned Revenue - Site Restoration
Other

Total deferred tax assets

Deferred tax liabilities
Depreciation and amortization
Investment in partnerships
Unrealized gain on debt securities
Deferred Revenue

Total deferred tax liabilities

Net deferred tax assets (liabilities)

(4,423) (5,36e)

(32,781) (27,724)

$ 1e6,666 $ (6,063)

860
2,350
7,708

11,101
1,643

50,997
139,442
13,957

(20,747)
(3,423)
(4,188)

(20,6e6)
(1,65e)

As of December 31 ,2019 and 2018, the Company has federal and combined state net operating
loss carryfonruards of $63,097 and $44,609 and separate state net operating loss carryforwards of
approximately $10,017 and $33,965, respectively. Federalnet operating loss carryforwards that
were generated from 2018 onward do not have expiration dates, whereas the state and pre-2018
federal net operating loss carryforwards expire at various dates beginning in 2032. In general,
under Section 382 of the United States Internal Revenue Code of 1986 ('lRC'), a corporation that
undergoes an "ownership change" is subject to limitations on its ability to utilize its pre-change net
operating losses to offset future taxable income. ln 2017 , an analysis was conducted as a result of
a change in the Company's ownership. The results of the analysis indicated that federal and state
net operating losses were limited pursuant to lRC 382. This limitation has been considered in
calculating the available net operating loss carryforwards.

The Company had approximately $16 and $58, for the years ended December 31, 2019 and 2018,
for the payment of interest and penalties and $1 1 8 and $1 16 of unrecognized tax benefits accrued
in other long-term obligations at December 31, 2019 and 2018, respectively. lt is not expected that
the amount of unrecognized tax benefits will change significantly in the next 12 months. All
uncertain tax benefits would affect the Company's effective tax rate upon recognition.
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The Company's tax years 2016-2018 remain open to examination for federal purposes and for
2015 fonrard for most state jurisdictions.

10. Asset Retirement Obligations and Decommissioning Trust Funds

The Company recorded the asset retirement obligations and the trust funds in connection with the
2019 transaction discussed in Note 1. The terms of the underlying agreements legally restrict the
Company's ability to make withdrawals from the trust funds, which are limited to the value of
completed nuclear decommissioning, spent fuel management and site restoration work as specified
in the pay item schedule included within the MIPA.

2019 activity associated with the asset retirement obligation liability was as follows:

Liabilities as of January 11,2019
Accretion
Change in cash flow estimate
Spending
Liabilities as of December 31. 2019

$ 611,827
20,602
6,769

(97.465)

s 541.733

The cumulative activity for the NDT and SRT funds in 2019 was as follows:

SRT NDT TOTAL

Assets as of January 11,2019 $ 59,991 $ 487 ,627 $ 547,618
lnterest earnings 1,333 7,599 8,932
Realized gains 46 653 699
Withdrawals per pay item schedule (1,669) (80,601) (82,270)
Payments to custodian and fund manager (80) (599) (679)
Unrealized gains 2.717 13,551 16.268
FairvalueasofDecember3l,20l9 $ 62.338 S428.230 $490.568

The Company records the trust funds on the balance sheet at their fair value. As of December 31,
2019, the trust funds' holdings consist of $27,590 in cash and cash equivalents and $462,618 in
U.S. Treasury securities that are classified as available-for-sale. The fair value of the available-for-
sale debt securities is determined by quoted market prices (a Level2 input). Unrealized gains on
the available-for-sale debt securities are recognized in the accumulated other comprehensive
income component of member's equity. Unrealized losses (where cost exceeds fair market value)
on the available-for-sale debt securities in the trust funds are also recorded in the accumulated
other comprehensive income component of member's equity unless the unrealized loss is other
than temporary and therefore recorded in earnings. Generally, the Company records gains and
losses on its debt securities using the specific identification method to determine the cost basis of
its securities.

The amortized cost of the trust funds' available-for-sale debt securities was $448,151 as of
December 31, 2019. As of December 31, 2019, the available-for-sale debt securities have a
weighted-average maturity of approximately 3.2 years.
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11. Commitments and Gontingencies

Operating Leases
The Company and its subsidiaries lease office space, warehouse space, heavy equipment, and
vehicles used in the Company's business operations, under operating leases that expire at various
dates through2023. The lease agreements frequently include renewaland escalation clauses and
require the Company to pay taxes, insurance, and maintenance costs. Rent expense for real
property is calculated on a straight-line basis, and was $4,203 and $4,673 for the years ended
December 31, 2019 and 2018, respectively. The Company received sublease income of $565 and
$551 for the years ended December 31,2019 and 2018, respectively.

As of December 31 ,2019, minimum annual noncancelable operating lease commitments with initial
terms in excess of one year are as follows:

Year Ending December 31,
2020
2021
2022
2023
2024
Thereafter

$ 4,069
2,949
1,833

667
252
328

Goncentration of Credit Risk
Financial instruments that potentially subject the Company to credit risk consist primarily of contract
and trade receivables. Two customers accounted for 30.2% and 21.6% of consolidated total
accounts receivable as of December 31, 2019 and 2018, respectively. ln addition, the Company
holds cash, cash equivalents, and restricted cash in accounts that are insured by the Federal
Deposit lnsurance Corporation ('FDIC') up to certain limits. At December 31,2019 and 2018, the
Company had approximately $103,036 and $37,495 in excess of FDIC insured limits, respectively.

Risks and Uncertainties
The Company is required to meet certain licensing, financial, and operating criteria as established
by respective regulatory, governmental, and localagencies to bid and work in certain states. There
is no assurance that these agencies will not change the established criteria or that the Company
will continue to comply with the established criteria. Should the Company lose its ability to bid and
work in certain states, the operations, cash flows and financial position of the Company could be

adversely effected.

Surety Bonds
As is customary in the contracting business, the Company is required to provide surety bonds to
secure its performance under certain contracts. The Company's ability to obtain surety bonds
primarily depends upon capitalization, working capital, past performance, management expertise,
and certain external factors, including the overall capacity of the surety market. Surety companies
consider such factors in relation to the amount of the backlog and their underwriting standards,
which may change from time to time. The Company's inability to obtain surety bonds in the future
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would significantly affect its ability to obtain new contracts, which could have a matedaladverse
effect on its business.

Litigation
The Company is involved in various litigations that arise in the ordinary course of its business
activities. ln management's opinion, based in part upon the advice of legal counsel,
the Company's liability, if any, based on the outcome of such litigation would not have a material
adverse effect on the Company's consolidated financialstatements.

12. Related-PartyTransactions

Pursuant to a change of the Company's ownership completed on June 12,2017, the Company
became a wholly owned subsidiary of JFL-NGS Partners, LLC, a Delaware limited liability company
(the 'lnvestor"). Certain members of the Company's senior management act in senior management
roles at another entity that is also a wholly owned subsidiary of the lnvestor. During the year ended
December 31, 2019, the Company recognized revenue of $401 and incurred expense of $4,794
with that entity.

During the years ended December 31, 2019 and 2018, the Gompany paid rent expense of $317
and $354, respectively, to an entity in which a Company employee has an equity interest.

On June 12,2017, the Company entered into a management services agreement (the
"Management Agreement") pursuant to which certain of the members of the Investor (the
"Advisors") are paid $750 per year plus out-of-pocket expenses for certain management, business
and organization strategy, and merchant and investment banking services rendered to the
Company. Such fees were negotiated by representatives of the Advisors and the Company. The
Management Agreement has no stated term and will remain effective until terminated. The
management fee is payable to the Advisors quarterly in advance. The Company incurred expense
relating to the Management Agreement of $972 and $1,003 in the years ended December 31, 2019
and 2018, respectively. The amounts payable to the Advisors as of December 31 , 2019 and 2018
were $0 and $162, respectively.

In connection with entering into the Credit Facility as described in Note 8, the Company paid the
Advisors $975 on September 6, 2019. This payment was capitalized as deferred financing costs.

13. Retirement Plans

The Company has established a contributory tax deferred 401(k) plan covering substantially all of
its non-union employees. Eligible employees may contribute up to 100% of their eligible
compensation to this plan, subject to the annual Internal Revenue Service limit, and the Company
will make a matching contribution ol 25o/o of the first 6% contributed by the employee. Amounts
contributed by employees are 100% vested. The Company matching contributions vest over a five-
year period, as defined in the plan documents. Total Company matching contributions to the plan
for the years ended December 31, 2019 and 2018 was $826 and $81 1 , respectively.

During the year ended December 31, 2019 and 2018, the Company participated in several
multiemployer pension plans ("MEPPs")that provide retirement benefits to certain union employees
in accordance with various collective bargaining agreements ("CBAs") in the United States. The
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risks of participating in multiemployer plans are different from single-employer plans. Assets
contributed to the multiemployer plan by one employer may be used to provide benefits to
employees of other participating employers; if a participating employer stops contributing to the
plan, the unfunded obligations of the plan may be borne by the remaining participating employers;
and if a participating employer chooses to stop participating in an employer plan it may be reguired
to pay those plans an amount based on the underfunded status of the plan, referred to as a
withdrawal liability. Contributions to a particular MEPP are established by the applicable CBAs;
however, the Company's required contributions may increase based on the funded status of an
MEPP and legal requirements of the Pension Protection Act of 2006 ('ppA,).

The Company could also be obligated to make payments to MEPPs if the Company either ceases
to have an obligation to contribute to the MEPP or significantly reduces its contributions to the
MEPP because of a reduced number of employees who are covered by the relevant MEPP for
various reasons, including, but not limited to layoffs or closure of a subsidiary assuming the MEpp
has unfunded vested benefits. The amount of such payments (known as a cornplete or partial
withdrawal liability) would equal the Company's proportionate share of the MEPPs unfunded vested
benefits. The Company believes that certain of the MEPPs in which the Company participates may
have unfunded vested benefits. Due to uncertainty regarding future factors that could trigger
withdrawal liability, as well as the absence of specific information regarding the MEPPs current
financial situation, the Company is unable to determine the amount and timing of any future
withdrawal liability, if any. The Company does not believe that its participation in these MEPPs will
have a materialadverse impact on its financialcondition.

The PPA zone status for each plan has been evaluated based on the information that the Company
received from the MEPPs and is certified by the MEPPs actuaries. The Company does not have
any material obligations to the MEPPs, and the contributions for the year ended December 31,
2019 approximate the ongoing minimum contribution expense. There are no plan contributions
made by the Company that exceed 5% of the total plan contributions for a respective plan.

14. Subsequent Events

The Company considers the principles and requirements for subsequent events, including (1) the
period after the balance sheet date during which management of a reporting entity shall evaluate
events or transactions that may occur for potential recognition or disclosure in the consolidated
financial statements; (2) the circumstances under which an entity shall recognize evenls or
transactions occurring afier the balance sheet date in its consolidated financial statements; and (3)
the disclosures that an entity shall make about events or transactions after the balance sheet date.
The Company has evaluated subsequent events through March 31 ,2020, the date that these
consolidated flnancial statements were available to be issued.
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In March 2020, the World Health Organization (WHO) announced that the worldwide outbreak of
COVID-19 had become a global pandemic. This is a rapidly evolving global issue and management
has taken multiple steps to manage the situation, including restricting on site access, promoting
remote work for relevant roles, and compliance with and communication of CDC and other relevant
government guidelines. Management continues to assess the potential business impacts and will
take additional steps as the latest facts dictate.

On March 18,2020, the Company paid a dividend of $75,975 to the Investor. No other events
were identified that require recognition or disclosure.

NORTHSTAR GROUP HOLDINGS. LLC AND NORTHSTAR GROUP
SERVICES, INC. FINANCIAL STATEMENTS
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CONFIDENTIAL DockerNo.20l90l40-EI
NORTIISTAR GROUP HOLDINGS, LLC AND NOR"TI-ISTAR CROUP

SERVICES . INC. I'INANCIAI- ST'ATEMENTSNorthStar Group Services, Inc.
Unaudited Supplemental Information - Disbursements from T
December 31,2019

f;e

(amounts in thousands)

Cert #

I

MGF-1

MGF-2

2

MGF-3

MGF4

J

4

MGF.5

MGF-6

CUS-1

CUS.2

5

MGF-7

MGF-8

6

SR-01

7

8

o

SR-02

10

11

SR-03

12

SR-04

Date Payee

3111 12019 NorthStar Vermont Yankee,

4t1t2019 FPCM

4t1t2019 FPCM

41812019 NorthStarVermontYankee,

5t3t2019 FPCM

5t3t2019 FPCM

51612019 NorthStarVermontYankee,

611012019 NorthStarVermontYankee.

6t10t2019 FPCM

6t10t2019 FPCM

611012019 BNY-Mellon

611012019 BNY-Mellon

612412019 NorthStar Vermont Yankee,

7t5t2019 FPCM

7t5t2019 FPCM

71812019 NorthStarVermontYankee,

7 11512019 NorthStar Vermont Yankee,

711712019 NorthStarVermont Yankee,

81112019 NorthStarVermontYankee,

8t112019 FPCM
81112019 BNY-Mellon

81812019 NorthStarVermontYankee,
8t8t2019 FPCM
81812019 BNY-Mellon

91312019 NorthStarVermontYankee,

9t6t2019 FPCM

9t6t2019 FPCM

10t7t2019 FPCM

101712019 NorthStar Vermont Yankee.
10t7t2019 FPCM

101912019 NorthStarVermont Yankee,

11 17 12019 NorthStar Vermont Yankee,

11t14t2019 FPCM
1111412019 BNY-Mellon

SRT

LLC

LLC

LLC

LLC

LLC

LLC

LLC

LLC

LLC

LLC

LLC

LLC

LLC

LLC

(7)

(8)

NDT

$ (8,735)

(57)

(7,357)

(63)

(5,151)

(4,018)

,.?

,r:,

(62)

to,szri

(38)

(7,583)

(60)
(1 5)

:

(12,201)

(61)

(61)

:

(11,229)

(e,e5e)

(57)
(14)

(8)

13

14

16

(4)

(250)

(8)

(337)

-

(250)
(8)
(z_)

(8)

(444)
(8)
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CONFIDENTIAL Docket No. 20190140-EI
NORTHSTAR GROUP HOLDINGS, LLC AND NORTHSTAR GROUP

SERVICES, INC. FINANCIAL STATEMENTSNorthStar Group Seruices, Inc.
Unaudited Supplemental Information - Disbursements from T
December 31,2019

f;9 ffigr$Idfts

(amounts in thousands)

Cert #

SR.O5

16

sR-06

sR-07

Date Payee

1111412019 NorthStar Vermont Yankee. LLC
rn4nug FPCM
1111412019 BNY-Mellon

121912019 NorthStarVermontYankee, LLC
12t9t2019 FPCM

121612019 NorthStar Vermont Yankee, LLC

12t9nn9 FPCM

TOTAL 2OI9 DISBURSEMENTS

NDT

:

(7,80e)
(58)

L$fimo

SRT

(1e4)
(8)
(3)

:

(1e4)

(8)

$Jl*2491
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CONFIDENTIAL Dockct No. 20 I 90 I 40-fl

NorthStar Group Holdings, LLC
(A limited liability company)

NOITTI1STAR GROUP HOLDINGS, LLC AND NORTHSl'AR GROIJP
SERVICES, INC. FINANCIAL S'TA]'EMEN'IS

CoNFlDst$,l$t{
Notes to Unaudited Supplemental Information
December 31,2019
(amounts in thousands)

1. Basis of Presentation
The accompanying Supplemental Schedule - Disbursements from Trust Funds in 2019, has been
prepared to provide an accounting of all disbursements from the trust funds, as described in Note 2 and
Note 10 of the Consolidated Financial Statements, during 2019. Total disbursements from the NDT and
SRT trust funds during 2019 were $81,200 and $1,749, respectively. The first column, "Cert #" represents
the "Decommissioning Certificate" identification number. The Decommissioning Certificate process is
governed by the NorthStar Vermont Yankee, LLC Decommissioning Completion Trust Agreement for
Vermont Yankee Nuclear Power Station, dated January 11,2019 (the "Agreement"), and means a
document properly completed and executed by an Authorized Representative of the Company and
substantially in the form governed by the Agreement, as it may from time to time be amended. The
second column, "Date" represents the payment receipt date in a format of Month/DayNear. The third
column, "Payee" represents the recipient to the disbursement. The fourth column and fifth column
represent the source of the respective disbursements. "SRT" represents funds disbursed from the site
restoration trust and "NDT" represents funds disbursed from the nuclear decommissioning trust, both as
defined in Note 1. This schedule is not intended to be a presentation in accordance with accounting
principles generally accepted in the United States of America.
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Count€rparty NorthStar Group Seruics, Inc.

Review Date 8/15/18

Review By Matt Holstein

Guarmtor

CONFIDENTIAL Docket No. 20190140-El
NORTHSTAR GROUP HOLDINGS, LLC AND NORTHSTAR GROUP

Counterparty Financial Analysis SERVICES ,lNC FINANCIAL STATEMENTS

€ili$o*

Exhibit RAP-6
Page Ill

Northstar Group S€ruiet Inc

NorthStar Group Holdings

s&P

Rating Datc tssued

NR

NR

M@dys Mmdvs KMV Intemal

Raling D.tc tssucd Ratim Dare lssu€d Ratine

NR6
NR6

Northstar Group servlces, Inc. 15 a prcvld$ of tecllity and anvltonmcntal solutlons. Thr facllity lcrulcrs contractor off"rs asbastos aUitcmcnt ana a wt amv of scryices to
commrclel, industrial, govcrnment and prlvat! lcctor customers. Other scruicca includr: D€molltion, Emrgcncl and Oisastar Response, Nuclcar Dccommlssloning,
Commrcial and lndustrial Faclllty Deconstructlon, Watet R€sourcc Managlmnt and Slte Prcparatlon scryiccs. In addttion, it prflidcs a full Engc of rcmcdlaflon contEcting
seryiccsincludlngtr€nchdrilling,opcratlonandmalntcnanc?3eruicas,andrtorEgctankrcmdal. onJunc12,2olT,thrlormcrownlrsofthecompanvcntcrcdlntoan
ASreement and Plan of Mcrgcr (the "M!rg€r") with .lFt-NGs Partn?rs, LLc, a Dllawar€ limitcd llabillty company (thc "tnvrstor"). pcr thc tcrms of the Mcrger, thr company was
mrrged Into a wholly{wned subsidlary of thc Invcstor, wlth the company as the solc 5urutvlng cntlty. Prior to th! Mcrg"r, onr of thc lnvesto/s mcmb.tr was thc holdcr of the
predecessot company's subordinated mczuanlne dcbt. In conncctlon wlth the Mcrtcr, the mezranlne debt holdrr agrcrd to lxchangc thrlr drbt posltlon for an own.rship
intcrcst In the Inv€stor. Thr excheng€ rcsukrd In nct nonraeh consid.ratlon $ansferrcd of S20,012. Simultaneously, thc lnvestor cdtflbuted S83,464 to th? Company, which
ms lundcd by a portlon of the valuc contributcd to the Invcltor by lts mcmberu, including cash. As a rcsult of th. Mc.g.r, 1oo9i owncrshtp and control of thc company was
transtcrred to thc Invcitor, and thc former ownart weE rallcved ol all dthts and oblltatlons rclatcd to thalr pravlous ilncrship Intcrrst In the Company. Subsequent to the
datr of the transactlon, the Investor contributrd an additlonal 56,54a to th! company for worklng capital nccds, brlnSing thc total contribution lnvcscd In thc companv to
s90,012.

NorthstarGroupservices,lnc.(formerlyLVlserviceslnc.)iswhollyownedandtheprimarysubsidiaryofNorthstarcroupHoldings,LLc. Northstarcroupservices,lnchas
sevem|who||yownedsub5idiaries:NorthstarDemo|itionandRemediat|on,|nc.;North5tarDemo|itionandRemediat|on,LP;Northstarcontract
NorthstarRecoVerserices,|nc.;NorthstarFedera|serices,lnc.;LV|Environmenta|5erice5,|nc.;TEG/
ofNorthcarolinalnc.;andLVlEnvironmentalseryiesofNeworleans,lnc. ThefinancialsforNorthstarGroupHoldingswereusedsinceNorthstarGroupseryicesistheprimary
subsidiary and the Holdings financials were audlted.

Liquidity FY20!7 FY2015

Curenl Ratio 1.34 L39
Cash Ratio

CFO/Cwent Liab

0.05 0.03

(0.0r) o.l4
Bdine Shel (tMiltiou) Fy20t7 FY20l6

Cash and Cash Equiv. 7 3

Total As*ts
TotalMl
Total Equity

Tantible Net Worth
TolalD€br / Total Cap

402 367

f54 242

94 ll
(8E) rl
62% 96%

EEIT

EBITDA

Cash frcm Ops (CFO)

Fuds frcmOps(FFO)
Fre Cash Flow

o

t6
(2)

ll

l0
24

Printed on 5/20/2020

At 11.22 AM
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Dcbt Rrtio FY20!7 FY20l6
Total Debt / CFO

Total Debr / FFO

Total Debt / EBITDA

Market Cap - Mmt

(8r.fr) rs.78

13,88 19.02

9.82 9.94

tiquidity-North5tarhas|lmited|iquiditya5balancesheetcashisthinanditsrevo|vingcredltfaci|iisofenmode
Current ctio is good as it is in excess of 1.3.

Leverage- Northstar is highly leveEged a lthough the reorga nization duri ng 2017 both reduced debt and improved equity. The Debt to Capital ntio is 62%.
Ptofitablllty- Profit margin was thi n in 2017 after a couple of years of net losses. The 2017 Etios are skewed by the fact that the income statement onlv records the period
trcm6h2/77 -I2/3L/77.
Trend- lmprovements in Northstar's balance sheet and income statement during 2017 are a credit positive, The reorganization has produced a more profitable company
with debt that is manageable if it can continue to remain profitable,

Baseduponthekeyrisksdriversandcurrentoverallfinancialcondition,NorthStarGroupHoldingswarrantsaninternalcreditratingof6. Thesameratingwill
be applied to subsidiary NorthStar Group Services due its status as the primary subsidairy of the holding company.

EBIT / lnterst Exp

EBITDA / Inle$t Exp

7

FY20l7 FY20l6

Net Prcfit Martin

NorthStar Croup Holdings FY201 7.xlsr Page 1 of 1



CONFIDENTIAL DocketNo. 20190140-EI
NORTHSTAR GROUP HOLDINGS. LLC AND NORTHSTARGROUP

Cmteryarty Finscial Analyoie SERVICES, INC. FINANCIAL STATEMENTS

NorthStar Group Services, Inc. Not€: Fineclil6.m Noflhstar Gr@p HoldinSr

Exhibit RAP-6
Page l12

SmmaryFimcials 6112117-1?31117 thou$nds

$Miilionil FY20t7 fY2Ot6 FY20l5

Brbrc gh.ct lt€fu
C$h .nd Ceh Eqdv.

Ac@nb nseivable
Curenr Ai*It
Td.l A.*t3
C{rchl U|t*lltlet
Shryts1e6 dctn (dd, CM ot LT Debt)

Cumnt M.turiti6 of LT Debt

LT Debt (ercl. orffit m!hrid6)
Tdd Debr

Mhodty Intest Equity (if $ptrate)
Owne.b Eqllty (excl. Mhodty lnted)
Tdrl Equny

Tol.l Crplbllz.lio
Cedwiil
Otherlntangibl€As* 82 - 12360

Td.f Inllndue Ads 182 - l8l,2n
Tultte Ner Worrh (EE) lt (t59,i196)

lncoGght66tIb
Remue
OpentinS tncw
Net lncome (lss)
Intercsl Exp6*
T.x Expa* (Beneft)

Dcp. & Amrt Erpds
88IT

152 726 155,378

t80 154 185,478

102 367 4S1,890

134 ltl t47.0&

3

t51

154

4 19,967

238 223,023

242 24L990

94 11 21,779

% 11 21,779

xa Et M,1e9
t(xr - t38,ql7

306 573 652,326

6 25 29,646

4 (121 (215)

6 24 19,13't

(3) (2) 15,791),

9 15 26,215

6 t0 13,1u

l5 21 39,639

M.rId C.p - oftnl
Cdr tbf, gLbml lLrr

Nd c6h h6 op6rtl@r
ChD$ ln wortlnt crplt.l
Fun* h6 oFr.ilonr (FFO)

Crps & Invctffib
FECoh Flow (FCD (10) 7 6,851

Cho3o ln wcliq Crpihl FYm17 F'12016 FY20l5

Accounrs receivable

*. lnv!'dtory. . .., - ,,,".,
l'}rcpaid cxpcnse aid otlrct

A(cousls p.y6bL'

Ac(rurd crprnrs ild olhar

Incone tar payablc

Chdte in WC

credit^rdv3is FYmlT FY20l5 FY20l5

LlqaldlryM.r|@.
Curnl Rrtio

Qlkl nilo
Csh R.tlo
WorkinS C.pital (miui6s$)
CFo / Cunnr uab (0.0) '0.1 o,l

Itrt F.lCrvdt. R.li6
EBIT / lnt€ct Exp (tims)
EBITDA / Inffi Erp (lim6)
FFO tnEd CoqrF (tim6) 2.98 1.54 L35

D.br Lds
(8t.lt) 1s.78 N.n
13.88 19.02 9.29

9.82 9.94 6.13

Tdd Debr /Tdd cap 0.62 0. 0.92

Pnfihbilik Merffi
Nd Prc6t M..gin
RfimmAvSAS
Rdm on Avt Equity

RtuoAqTotal

Dcbl Mrbitis & Olhq FiI.d C6b

(2) 15 ll.6tr9

03) 3 0{,{58}
ll t! 26,151

8 8 4.828

(6s) 19 01.304)
.- *,.,.. ....-, , 1l .1-f , t,qts.

2 4 (2.998)

3o 115) (:l,tt2o)

15 (s) 5,772

I (1) (3,183)

1.34 1.39 1.26

2.47 2.51 L32
0.05 0.03

45.s i$.0 38.392.0

Tdrl Deh / CFO

Td6l Dh / FFO

Tdd Debl / EBITDA

1.1{ 0.40 0.69

2.80 1.03 2,04

1.3% -2.1v. 0.0%

1.0% -3.2% 4.17.
7.490 -105.490 -1.096

FYM16

FYMl7
FY2OIE

FY2019

FY2020

TheEalts
Tdd

Othd lilomtion

D€BT&CAPLBASES OPERATING LEASES

44
4

b

7

128

2

156 14

Fy20t7 F/2016 FYmls
lkYolvlng Credit facility 55 60

LC Usage

Facilily Draws

20 16

7U

Printed on 5/20n0m
At ll:23AM
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CONFIDENTIAL Docket No. 20190140-EI
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Guarantor
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Matt Holstein

Counterparty Financial Analysis

(tNs one is NOT Qwta's Subsidiary)

SERVICES, INC. FINANCIAL STATEMENTS
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Exhibit RAP-6
Page l13

Ticker

Northstd Group ServiG, lnc.
Northsta Croup Holdings
A(celqated D€comigsioninS Petneis
ADP CR3, LI.c

S&P Moodvs

Rattng Dah lsrued Rating D.re lssued

NR NR

NR NR

NR NR

NR NR

_llggllr.lvry_ Intmal
Rating Datelssu€d Rating

6

NR

NR

NonhstarGt4p S.wk.t,lm. 15 a pfovld.r gtfaclllty and rnvlmmcnttlrolrtbni, Thc facllltyseok.s c@tGctor offcr tsbcslo rbetement.nd ! vrit arav of eplcca to
commerci.|,|odustrial,8overnmentarrdprivate5edo'cu9tome6,other5erices|nc|ude:Demo||tion,Emer8encyaD|'a9t.iR€!pon!e,
and|ndu5tria|Fac|l|tvD!Gonrtrct|on,waterResoulcGMana8ementandsitePreparationseNices.|nadd|tlon,itp
trench drilling, operation and maintenance seNices, and stoaage tank removal.

On June 12, 2017, the former owners ofthe Company entered into an ASreement and Plan of Merger (the "Mer8e/') with JFL-NGS Partnetr, LLC, a Delaware limited liability
company (the "lnvesto/'). Per the terms ofthe Merger, the Company was merted into a wholly-owned subsidiary of the Investor, with the Company as the sole suruiving entlty.
Prior to the MerSer, one of the Investo/s members was the holder ofthe prede@ssor Company's 5ubordinated mezzanine debt. ln connection with the MerSer, the mezzanine
debt holder a8reed to exchange their debt posltlon for an ownership interest ih the Investor. The exchange r€sulted in net non€sh consideEtion tGnsferred of$20,012.
Simultaneousl, the Investor @ntributed 583164 to the Company, which was funded by a portion ofthe value contributed to the lnvestor by its members, includinS ca9h. A5 a

result ofthe Merger, 100% ownership and control ofthe company was transferred to the Investor, and the former owners were relieved of all rights and obligations related to
their previous ownership interest in the Company. Subsequent to the date ofthe transaction, the Investor contributed an additional 56,548 to the Company for working 6pital
needs, bringing the total contribution invested in the Company to S9q012,Northstar Group Services, lnc. (formerly LVI Setices Inc,) is wholly owned and the primary subsidiar
ofNorthstarGroupHoldinSs,LLC. NorthstarGroupSeNices,lnchasseveralwhollyownedsubsidiarles:NorthstarDemolitionandRemediation,lnc.;NorthstarDemolitionand
Remediation, LP; Northstar ContEcting 6roup, Inc.; Northstar CG, LP; Northstar Recovery SeNices, Inc.; Northstar Federal Serices, tnc.; LVI Environmental Serices, rnc.;
TEG/LVIEnvi@nementalseryi@slnc.;LvlFacilityserviceslnc.;LVlServi@sofNorthcarolinalnc.;andLVlEnvironmentalseruiesofNeworleans,lnc. Thefinancialsfor
Northstar Group Holdings were used since Northstar Group Services is the primary subsidiary and the Holdin8s financials were audited.

ADP is a JV owned by Northsta r Gtoup SeNices and Orano IJSA, LLC. ADP CR3, LLC is a prciect LLC set up for the purpose of de@mmissionlng ahd demolishing Crysta I River Unlt

FY?018 FY20l7

Clllmt Rrtio
Cdh Rctio

l.3s 1.3{

0.27 0.0s

CFO/ Curml Liab 0.34 (0.01)

B.lrnc ShclcMillions) FY20t8 FY20l7

C6h rnd C.sh Equiv.
Tolal A$ets
Total Debt

Total Equity
Tsgible Net wofih

Totcl Debt / FFO

Totrl Dcbt / EBITDA

Mdlet Cap - orent

7

383 402

14 154

lm 94

(6e) (88)

3.59 9.82

RevqE
E8n
EBITDA

Cash ftom Ops (CFO)

Funds ftom Ops (fFO)
FKC$h Flow (FCF)

45 (2)

40 1l
36 00)

504

24

4l

3b
6

l5

Total ESI / Total C.p 5y)6 62%

DcblRrtlor FYlOlS FY20l7

Total Dcbt/CfO 3.n 61.11)

holiLbllltv Mcrue6 FY20l8 FY20l7

Net troflt Mdgin
Rellm on Assets

Rahm or Crpilal

'1.3% 1.3%

1.6% 1.0%

2.6'h 1.6%

Liquidity-Northstar'sliquiditypositionimproveddurin82018althoughworking@pftalremainsconstant. HigherARcollectionshaveledtoaSoodcashbalanceanoress
borrowingonthecreditfacility. NorthstarhasaccesstoaS55Mlineofcreditthatcurrentlyhas$45MavailableduetoLCusaSe.
Lserage- Northstar is highly leveraged a lthough the reorganization during 2017 both reduced debt and improved equity- The Debt to Ca pital Etio is around 60%.
Profitability- Profit margin remain5 thin but siShificaht improvements were made in operating margin during 2018. Higher inter€st and tax expenses in 2018 reduced profit
closer to 2017 levels, The increase in opeEting margin is a credit positive.

Trend- lmprovements in Northstar's balance theet and income statement during 2017 and continuing in 2018 are a credit positive. The reorganization has produceo a morc
profltable company with debt that is manageable if lt can continue to remain profitable.

Malket-Northstarisreliantonlarge,highriskconstrudionproiectsthatwilllimititspotentialtoearnhighercredit€tings. DemandforD&Dworkinthenuclearindustryis
likely to Srow which could present Northstar with opportunities to lmprove its financial position in the future.

Based upon the key risks drivers and current overall financial condition, Northstar Group Holdings warmnts an internal credit rating of 6. The same Eting will
be applied to subsidiary Northstar Group Seruices due its status as the primary subsidairy of the holding company.

Printed on 5/20/2020

At 11:25 AM
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SumaryFimcials 6n2n7 -r2t31/r?

(tMillimr, FY2OIN FY20l7 FY20l6

Brl|nc 3h.cl l|rd

121 152 126

17q 180 154

383 tr2 367

133 t34 llt

n34
124 151 238

146 154 242

100 94 11

tm9{u
247 2ilE 253

100 100

58 82

169 182

TmgibL Net Wonh (69) (88) ll
ln@ Strbndl lh

CGh ind C6h Equiv.

Affinb Rlcdviue
Cufrnl Amr
Tdd Asdr
Cuftnt ll.hlltlG
Shon4em debt (excl. CM of LT Debt)

Cumnt Matu.itis oI LT Debl

LT Debt (ercl. ormt matudds)
Tdd Debr

Minority lhte6t Eqdty (it.eparate)

Own.rl BSitt (crcl. MiNtity lnbdl)
Tdd E+lty
Td.lClpltrllatid
ffiX
Olher lnt.ngruc Ass
Tot.t trtbtllrr Asds

Rev6ue
OFrrting trcm
Ndlnme(LG)
lnted Expm*
Tlr Erp6s (Benefit)

Depr & AtM lrFn*
tEtr

504 306 573

25625
6 4 (121

12624
s (3) (21

17915
216t0

16 2t
M.rtd Clp - dmnl

C..h llor St bMl lh
Nd oah tr6 opcra$onr

Ch.nge In worlln! oplhl
Frndr 116 oFrdonr (lFO)
CrF &lnd|Mr

Cbnto &l
Acoultts rcccivahi(.

tii.;.fit'ii
It0p,rid crpur$ ond $thrr

Accrued expcnses and other

Incomc tax payablc

.t5

{)
8

(2)

03)
ll
8

30 (55)

i'ti
(3) 2

t10) 30

(12) 1s

(0) 1

t5

t3
I
7

l9
i
4

(15)

(5)

0)

ChmSe in WC

clcdil Andyris FY20l8 FY20r7 Fn0r6
l&ddllt M.D@.

Cu.cnt Rlio
Quick Rfr
C!.h Rluo
WorkhS C.pttal (milrimst)
CFO/ Cunot Li.b 0.3 (0.0) 0.1

lnht Crvdg. Rdi6

t.35 t.g 1.39

2.24 L47 2,5r

0,27 0.05 0.03

46.0 45.5 43.0

EBIT / hte6t Eip (iims)
EBITDA / Intdd Exp titffi)

1.95 1.14 0.,10

3.28 2.60 1.03

FFO lnteGt 4.22

D.bl Rrli6
Tdd Debt / CFO

Tot.l Debt / FFO

Tdd Deh / BBITDA

Nd l,rcflt Mrryin
R&ndAvgAM
Rdum on Avt Equity

3.27 (81.11) 15.74

3.67 13.88 19.02

3.59 9-82 9-94

13% 1.3% -2-r%

1,6% 1.096 -32%

6.6% 7.4% 105.490

TdrlDebt/Td.lc.D 0.9 0.O 0.%

PrnhbiliFM..,@

Rdum o Avg Td.i 2.6% 1.6vo

D.tt M.tuiti.. & Olhcr Filed Cr.b

FY2019

FY2020

FY2@t
F|twn
FY2023

Thereaftq

Tdd

Olh.r lnloelion

LTDebt OpL.ls

74
82
71
7tl

95

Revolving C.edit Fadlit). 55 55 60

LC Uste
Facility Draws

FvmrS w2017 FY20r5

tI 20 16

744

'**riflfl',:
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Page I 15Counterparty Northstar Group S€ryices, lnc.

Review Date 4J27l2O

Review By Matt Holstein

Gwiltor
Ticker

Northsta Group Servies, Inc.

Northstd Group Holdings
Acclerated Decomissi(hing Pdtne$
ADP CR3, LLC

s&P Moodys ;!!Sg!l:5!!y_ lnlcmal

Roting Date lssued Rating Date lssued RatinE Date lssued Rating

NRNR6
NRNR6
NR NR NR

NR NR NR

Northitar Group Sedkcs, Inc. ls a provlder rnd cnvlronmcnlal iohjtions. Tha facllltv serui€e3contGctot ottert arbcitd abatemot and a vatt ariy ofrgrukcs to
comme.Gh|,indUstrja|,governmentandprivatesectolcu5tomerr.othersericesinc|ude:Demo||tion,EmergencyandD|'a'tcrRe'pon5e,Nucl€alDecommis5ionin
and|ndU5tria|Faci|ityDecon9trctioh,waterResourceManagement
trench drilling, opeEtion end maintenance seruices, and ttorage tanl removal.

On June 12, 20U, the former owners of the Company entered Into an Agreement and Plan of MerSer {the "Merge/') with JFL-NGS PartneE, LLC, a Delaware limited liability

company (the "lnvesto/'). Per the terms of the Merger, the Company was merged into a wholly-owned subsidiary of the Investor, with the Company as the sole sudlvlng entity.

Prior to the MerSer, one ofthe Investo/s members was the holder of the predecessor Company's subordinated mezzanine debt. In connection with the Merger, the mezzanine

debt hofder agreed to exchan8e their debt position for an ownership interest in the Investor. The exchange resulted in net non-cash consideration tmnsferred ot 520,0L2.
Slmultaneously, the Investor contributed 583164 to the Company, which was funded by a portion ofthe value contributed to the Investor by its membere, including cash. As a

result of the Merger, 100% ownership and control of the Company was transfeffed to the Investor, and the former owners were relieved of all rights and obligations related to
their previous ownership interest in the Company. Subsequent to the date ofthe transaction, the Investor contributed an additlonal 56,548 to the Company for working capital

needs, bringing the total contribution invested in the Company to 590,012.Northstar croup Services, lnc. (formerly LVI Serices Inc.) is wholly owned and the primar subsidiar
ofNorthstarGroupHoldings,LLC, NorthstarGroupSerices,lnchasseveralwhollyownedsubsidiaries:NorthstarDemolitionandRemediation,lnc.;NorthstarDemolitionand
Remediation, LP; Northstar Contracting Group, Inc.; Northstar CG, LP; Nodhstar Recovery Seilices, Inc.; Northstar Federal Serices, Inc.; LVI Environmental Serices, Inc.;

TEG/LVI Environemental SeNlces Inc.; LVI Facilitv Services Inc.; LVI Seryices ofNorth Carolina Inc,; and LVI Environmental SeNies of New Orleans, Inc. The financials for
Northstar Group Holdings were used since Northstar Group Services is the primary subsidiary and the Holdings financials were audited.

ADP is a JV owned by Northstar Group Seilices and Orano USA, LLC. ADP CR3, LLC is a projed LLC set up for the purpose of decommissioning and demolishing Crystal River Unit

lnlcrcrt Covcr.tc FYml9 FYzoIE

EBIT/ lnterGt Exp 6.37 1.95C|rent Ratio

C6h R6tio

CFO/ CurEnl Uab

1.59 1.35

0.4 0.27

0.58 0.34

EBITDA / Intcrest Exp 7.25 3.28

FFO lnt66l
(3MlllioN) FY20l9 FY2018

7.97 4

ErninSr&CshFlo*6Mllllon.) FY20l9 FY20l8

Cash and Cash Equiv. 69

1,257 383

165 16
129 rm
(32\ (6e\

Total Assls
Total Debt

Total Equity
Tmgible Net Worth

R€venue

EBIT

EBIIDA
Cash fromOps (CFO)

Funds lrom Ops (FFO)

6,t0 504

83 24

95 41

68 45

91 40

Total Debt / Total CaD 56% 59% Fre Cash Flow

Debt n.fiot FY20t9 FY20l8 Marurrt 2018

Total Debt / FFO

Total Debt / EBrDA
Mdket Cap . ffient

1.87 3.27

1.6',1 3.67

1.74 3.59

Net Profit Mdgin
ReMn on Assets

Rclum on Capital

10.4./, 1.3v.

8.1"/o 1.60/0

24,61" 2.6v"

|.iquidlty.Northstar'5|iquidityi5ingood5hapeasca5hgrewin2o19andisadquateforcurrent|yobIigation5.Noh5taihasaccesst
543M available due to Lc usage.

Lserage- Northstar is hiShly leveraged but has very manageable debt loads until a balloon payment is due in 2024. The balloon payment is 557M which Northstar should be

abletocoverwithitscurrentobligationsshoulditnotrefinance. Howevetcontinuedprofitabilityandprudentcashmanagementwillberequired.
Profitability- Profit at Northstar Group SeNices was a strong 10.4% in 2019. The company continues to grow and is improving margins through lts growth.

Ttend- Continued improvements in Northstar's balance sheet and strong improvments in the income statement over the past three years are a credit positive. The

reorganization has produced a more profitable company with debt that is mahageable if it can continue to remain profitable.

Market- Northstar is reliant on large, high risk construction prcjects that will limit its potential to earn higher credit ratings. Demand for D&D work in the nuclear industr is

likelytogrowwhichcouldpresentNorthstarwithopportunitiestoimproveiBfinancialpositioninthefuture. DecommissioningworkhascontinuedthroughtheCOV!D-19
outbreak 50 and the larye scale nature ofthese prcjects may insulate Northstar from shorter-term impacts of COVID"19.

ParentRelatlonship-S€dic€sfinancialsarenearlyidenticaltoHoldingswiththedifferencesbeingsoshallroundinginthissheetremovesthem. l00%of2019revenuefor
Holdings @me through Setuices.

Based upon the key risks drivers and current overall financial condition, NorthStar Group Holdings warrants an internal c.edit Eting of 6. The same rating will
be applied to subsidiary Northstar croup servlces due its status as the primary subsidairy of the holding company.

Printed on 5/2012020

At 11:25 AM
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l.Lre Sh.d l|tff
Cash ild C.sh Equiv.

A@nlD lRclvaHe
C!rcniAs
Td.l Ar*tr
Curcnl Urblld6
Shoil{€m 6t (excl. CM o{ LT Debt)

Curcnt M.turitis of LT Debt

LT Debt (€rcl. arent maturitiG)
Tot.l Det{
Minodty lntect Eguity (iI separat€)

Osffil E{uity (€rcl, Mimrity lnkd)
Tdd Eclty
Tolrl C.pi.lir.tim
Gedwill
Olhs lntmdue Asds
Tdrl Intm$ble As*

69

149

2t2

r,257

152

5

160

165

129

ID
t1
l0(l
60

7

tRr

402

134

3

l5l
154

94

9a

2'lt
100

a2

r82

(88)

36

lztt
77s

381

t33

124

Irl5

100

t|l}
247

100

68

t@
Nd Wortl

homSbhdtl|ls
Revmw
Op€rahg lncm
Nd lnome oss)
lnted Exp6r
Tu Expas (Ecnett)

Dcpr & Amfr ErFe
EB'T

EBIT/ Inlst Exp (tiffi)
EBITDA / lnted Erp Gims)

640 504 306

62256
6664
13126
4s(3)

12179
612a6

88 45 Q'
(3) 5 (r3)

9t {0 l'l

EE'TDA 95 {I 16

Mrrkd CrD - offit
C..l fbr Shhool lhsu

Ndadh |rmoFndil
Chmte b wqlh8 c.plt l

Fund. tr6 opcr.tkrM (FFO)

C.pd & Inffitrl, 13 I I
FKCshFlowOCI) 76 36 (10)

Chdg6 in Wdkln! Crpibl FY20r9 FYm18 FymtT
A.cnunF rccoi\rhlc
CIE:B

lnsuranc' deposts and prepaids

BIE>C

l'aymcrts Nadc to scttlc AIIO
Insuranc€ and olhcr LTobl'Sations

Llcomc taxcs rccei\.ablc

Chmge in WC

Cttdil A[.lyri, Fy2ot9 Fy20r8 Fytou
LhcldlryM...@r

Curenl Ldo
Quict R.tio
Crsh Rrtio

Workhg Crpit.l (milions$)

CFO / CuE6t Li|b 0,5 0.3 (0.0)

lrhtcrrat. l,.ti6

(241 30 (r,s)

1l.l
0(3)2
0 (10) J!

28 (L2) 15

1s(Dr
(2)

05)
0)
0)
(3) 5 03)

1.59 1.35 1.t4
2,57 2.24 2.47

0.,!6 0.27 0.0s

8.7 46.0 45.5

6.37 1.95 !.14
7.25 3.28 2.80

FFO hbrd CoErte (tim6) 7.97 {.22 2.9i
Dcbt Rrlio

Td.l Deh /CFO
Td.l Deh / FFO

Tdd Ht/EEITDA
Td.l Deh / Td.l Crp

LA7 3-n (81.r)
1.81 3.67 13.E8

1-71 3-5, 9.42

0.56 0.59 0.62

Prcfihbility Ma.@.
Nd Prc6t MrSin
Remo AvtA$S
Rsm d A Equity

It.4%
E.1%

57.9q,

1.3%

1.0%

4.2%

I.3%

1.5%

6.68

Rdum d Avc Tdrl

Dcbt Mrtuitio & Odra Fix.d C@b

FY2020

FYM2l
FYM22,

FYX]B
FY2@4

TheE!ftet
Total

Olb6lntomtid

LT Debi Op les
33
4l
51
50

67'
83-

Revoldg Credit f .cilitt
LC Usgc
Facility Draws

10

d,

20

7

PrinEd 6 520/2020
At ll:254M
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Exhibit RAP-6
Page 117

JUNE 30,2018 DECEMBER 3I.2OI7

ASSETS

CURRENT ASSETS:
Cash and cash equivalents
Accounts receivable, net
Costs and estimated eamings in excess of billings

on uncompleted contracts
Inventories
Prepaid expenses and other current assets

Total current essets

PROPERTY AND EQUIPMENT, NET

OTI{ER ASSETS:
Goodwill
Other intangible assets, net

Restricted cash

Other noncurrent assets

Total assets

LIABILITIES AND STOCKHOLDER'S EQUITY
CURRENT LIABILITIES:

Current maturities of long term obligations
Accounts payable

Accrued contract costs

Accrued expenses and other current liabilities
Billings in excess of costs and estimated earnings on

uncompleted contracts
Income taxes payable

Totrl current liebilities

NONCURRENT LIABILITIES :

Revolver
Long-term obligations
Insurance obligations
Deferred income taxes

Other long-term obligations

Total liabilities

STOCKHOLDBR'S EQUITY:

Total stockholder's equity

Total liabilities rnd stockholder's equity

386,s77 $ 40r.850

2r,386
133,423

4,244
3,439

12,080

$ 6,562
152,325

4,817
4,079

lt,62s

174,572

36,097

100,430

74,955
100

423

179,407

39,614

100,430

81,834

100

465

2,723

3l,5 l5
35,900

36,1 81

13,336

266

3,1 93

46,542
33,894

32,394

17,567

266

119,921

r43,367
17,534

1,461

526

I 33,846

6,500

l44,3g l
20,6t4

1,461

1.t98

282,809 308,000

103,768 93,950

$ 401,850386.577

201 901 4o-DEF-OPCPOD 1 -1 2-000117



Revenue

Cost of revenues

Gross profit from operations

Selling, general and administrative expenses

Operating income before depreciation and amortization

Depreciation and amortization

Opereting income

OTHER INCOME (EXPENSE):

Interest expense

Management charge to related party

Other income (expense)

Total other income (expense)

INCOME BEFORE INCOME TAXES

INCOME TAX EXPENSE

NET INCOME

CONFIDENTIAL DocketNo.20190140-El
NORT}ISTAR GROUP HOLDINGS, LLC AND NORTHSTAR GROUP

SERVICFS . INC. FINANCIAL STATEMENTS
Exhibit RAP-6

Page I 18

2018

253,483

199.150

54,333

29,896

24,437

8,305

16 l?)

(5,234)

Q84)
67

10,681

763

NORTHSTAR GROUP SERVICES, INC.
CONSOLIDATED STATEMENT OF OPERATIONS

IN THOUSANDS
SIX MONTHS ENDED JI.INE 30

(5,451)

q o otR

NOTE: As described in the 2017 audited financial statements, the Company completed the Merger transaction

on June 12,2017. Following the Merger, the Company recorded its assets and liabilities at fair value, and

refined certain accounting policies and practices As a result, the Company's financial results for periods prior

to the date of the Merger are not comparable and are not presented.

201 9o14o-DEFOPCPODI -l 2-0001 {8
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Page l 19NORTHSTAR GROUP SERVICES, INC.
CONSOLIDATED STATEMENT OF CASH FLOWS

FOR THE SIX MONTIIS ENDED JUNE 30,2OI8

Qn Thousands)

CASH FLOWS FROM OPERATING ACTIVITIES:
Net Income
Adjustnents to reconcile net loss to net cash

provided by operating activities:
Depreciation and amortization
Gain on sale of fixed assets

Accrued noncash interest

Changes in operating assets and liabilities:
Accounts receivable and costs and estimated
Costs and estimated earnings in excess of billings on
uncompleted contracts

Inventories
Prepaid expenscs and other current assets

Other noncurrent asscts

Accounts payable and accrued contract costs
Billings in excess of costs and estimated earnings on

uncompleted contracts
Accrued expenses and other current liabilities
Other long-term obli gations
Income taxes receivable/payable

Net cash provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Capital expenditures
Proceeds from sale offixed assets

Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES:
Net proceeds from revolving credit facility
Principal payments on long-term obligations
Proceeds from issuance oflong-term debt
Contributions and advances from parent - net

Net cash used in financing activities

NET INCREASE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQIIVALENTS, Beginning of period

CASHAND CASHEQUIVALENTS, End of period

$ 9,918

12,742
(r23)
t23

lg,g02

573

639
(455)

42
(13,021)

(4,23r)
3,787

(3,752)

25,144

(2,407)
184

(2,223)

-

(6,500)
(2,004)

408
(l)

(8,097)

14,824
6,562

T--ii5Ee-
:!-=:E!E|E:

NOTE: As described in the 2017 audited financial statements, the Company completed the Merger transaction
on June 12, 2017 . Following the Merger, the Company recorded its assets and liabilities at fair value, and
refined certain accounting policies and practices As a result, the Company's financial results for periods prior
to the date ofthe Merger are not comparable and are not presented.

201 9o14o-DEFOPCPODT -{ 2-0001 I 9



NorthStar Group Seruices, lnc.
Consolidated Financial Statements and
Supplemental Schedule
December 31 ,2018 and 2017 and Year Ended
December 31 , 2018 and Period From June 12,2017
(Date of Acquisition) to December 31 ,2017
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NorthStar Group Services, Inc.
lndex
December 31, 2018 and 2017
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l'age 122

Report of Independent Auditors

To the Board of Directors and Management of
NorthStar Group Services, Inc.

We have audited the accompanying consolidated financial statements of NorthStar Group Services, Inc.
and its subsidiaries, which comprise the consolidated balance sheets as of December 31, 2018 and. zor7,
and the related consolidated statements of operations, of changes in stockholder's equity and of cash flows
for the year ended December 91, 2018 and for the period from June 12,2oL7 (date of acquisition) to
December gt,2ot7.

Mc:nagernent's Responsibitity;for the Consolid.ated Financial Stctements

Management is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with accounting 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 consolidated financial statements that are free from material misstatement,
whether due to fraud or error.

Auditors' Responsibility

Our responsibility is to express an opinion on the consolidated financial statements based on our audits.
We conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the consolidated financial statements. The procedures selected depend on ourjudgment, 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, we consider internal control relevant to the Company's
preparation and fair presentation ofthe 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 Company's internal control. Accordingly, we express no such 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 ovenall presentation of the
consolidated financial statements. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the financial position of NorthStar Group Services, Inc. and its subsidiaries as of December 3r,
zor8 and 2ot7, and the results of their operations and their cash flows for the year ended December 3r,
eor8 and for the period from June 12, 2or7 (date of acquisition) to December gL, 2ot7 in accordance with
accounting principles generally accepted in the United States of America.

PricewaterhouseCoopers LLP, PricewaterhouseCoopers Center, 3oo Madison Auenue, Netu York, IW 1oo17
T: (6q6) 471 Sooo, F: (8tl 286 6000, wwu'.pwc.com/us

201 901 40-DEF-OPCPOD 1 -1 2-OOO122
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Other Matter

Our audit was conducted for the purpose of forming an opinion on the consolidated financial statements
taken as a whole. The unaudited supplemental schedule - pro forma balance sheet listed in the
accompanying index and appearing on pages 24 and z5 is presented for purposes ofadditional analysis
and is not a required part of the consolidated financial statements. Such information has not been
subjected to the auditing procedures applied in the audit of the consolidated financial statements, and
accordingly, we do not express an opinion or provide any assurance on it.

April 15, zorg

zof z
20190140-DEF-OPCPOD1-1 2-000123



NorthStar Group Services, lnc.
Consolidated Balance Sheets
December 31, 2018 and 2017
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l>age 124

(amounts in thousands, except share data)

Assets
Current assets

Cash and cash equivalents
Accounts receivable - net
Costs and estimated earnings in excess of billings
on uncompleted contracts
lnventories - net
lnsurance deposits and other prepaid expenses

Total current assets

Property and equipment - net
Goodwill
Intangible assets - net
Other noncurrent assets

Total assets

Liabilities and Stockholder's Equity
Current liabilities

Currenl maturities of long-term obligations
Accounts payable
Accrued contract costs
Accrued expenses and other current liabilities
Billings in excess of costs and estimated earnings on
uncompleted contracts
Income taxes payable

Total current liabilities

Long-term obligations
Insurance obligations
Deferred income taxes
Other long-term obligations

Total liabilities

Commitments and contingencies (Note 10)

Stockholder's equity
Common stock ($1 par value; authorized, issued and outstanding
100 shares)

Additional paid-in capital
Retained earnings

Total stockholder's equity

Total liabilities and stockholder's equity

2018

35,853 $
119,819

7,183
3,537

178,966

34,406
100,430
68,360

393

2017

6,562
152,325

4,817
4,O78

11,625

179,407

39,614
100,430
81,834

565

382,555 401,850

3,183
46,542
33,894
32,394

17,567
266

22,695
38,164
32,024
32,030

8,079

132,992

123,596
19,409
6,063

175

133,846

150,881
20,614

1,461
1,198

282,235 308,000

100
89,912
10,308

100,320

$ 382,555

100
89,912

3,838

93,850

$ 401,850

The accompanying notes are an integral part of these consolidated financial statements,

3
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Page 125

From June 12,2017 (Date of

(amounts in thousands)

Revenues
Cost of revenues

Gross profit

Selling, general, and administrative expenses

Operating income before depreciation and amortization

Depreciation and amortization

Operating income

Other income (expense)
Interest expense
Management charge to related party
Other - net

Total other expense

Income before income tax expense (benefit)

Income tax expense (benefit)

Net income

2018

503,755

106,651

64,630

2017

$ 306,166
252,764

53,402

37,629

15,773

9,277

6,496

42,021

't6,47'l

25,550

(12,381)
(543)
(778)

(13,702)

11,848

5,378

(5,60s)
(2e7)
163

(5,73s)

757

(3,081)

6,470 $

The accompanying notes are an integral part of these consolidated financial statements.

4
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Page 126

(in thousands, except sharc data)

Bafancer at June 12,2017

Contrlbutions from stockholder
Net income

Bafancer at Docember 31,2017

Net income

Balances at Docembor 31. 2018

Number of
Shares

100,000

Amount

Addltlonal
Pald-ln
Capltal

89,912,o:

Total
Retalned Stockholde/s
Eamlnga Equlty

$ -$ -

- 90.012
3,838 3,838

100,000 89,912 3,838 93,850

6,470 6,470

100,000$ 100$ 89,912$ 10,308$ 100,320

The accompanying notes are an integral part of these consolidated financial statements.

5

100
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NorthStar Group Services, Inc.
Consolidated Statements of Cash Flows
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Year Ended December 31, 2018 and Period From June 12,20'17 (Date of
Acquisition) to December 31,20'17

(amounts in thousands)

Cash llows fiom operating activities
f.let incorne
Adjustnenb to reconcile net incorne to net cash provided by
(used in) operating aclivities:

Depreciation and arnortization
Provision for alowance for doubtful accounb
lnbrest expense - financing cosb
Loss (gain) on sale of fipd asseb
Deferred incorne tales
Changes in operating asseb and liabilities

Accounb receiwble
Cosb and estimated earnings in excess of billings
on uncorpleted contracb
lnwntories
lnsurance deposib and other prepaid epenses
Otrer noncurrent asseb
Accounb payabb and accrued confact cosb
Bilings in elcess of cosb and esUrnated earnings
on unconplebd contracb

Accrued expenses and other current liabililies, and insurance obligations

Oher long-term obligations
Incone ta:es payabb

lGt cash provided by (used in) operating activities

Cash llows ftom lnvestlng activities
Acquisition of business, net of cash acquired
Capihl ependitures
Proceeds from sale of fixed asseb

l€t cash used in imesting activities

Cash fiows from financlng actlvlties
Proceeds from line of credit
Repaynents of line of credit
Principal payrnenb on long-term obligations
Proceeds from issuance of long-term debt
Deferred financing costs paid

Contributions f rom stockholder

lGt cash (used in) provided by financing activities

l{et increase in cash, cash equirabnb and resticbd cash

Cash, cash equlvabnts and rostricted cash
Beginning of period

End of period

Cash and cash eouiralenb
Resbicted cash included in ofter noncurrent assets

Cash, cash equiwlenb and resticbd cash at end of period

Supplerrental disclosures of cash flow inforrnation
Cash paid during he period for

lnbrest
lncorne h)€s

Noncash transactions
Assets acquired pursuant to capital lease
Acquisition consideration funded tlrrough noncash equity contribution

2018

6,470 $

25,163
2,533

247
879

4,602

29,973

(2,366)
541

(e4e)
172

(10,248)

(e,488)
(1,56e)
(1,023)

2017

3,838

14,276
798
,t33

(37)
(3,804)

(04,956)

4,3U
4.t3

(2,148).
(73)

25,762
7,468

6,762
671
691(266)

4,671

$,28;'
926

(1,852)

(59,27e)
(8,171)

354

(7,361) (67,0e6)

19,150
(25,650)

(3,487)
1,968

29,n5
(23,275).

(2,170)
2,255
(e75)

70,000

75,610(8,01e)

29,291

6,662

$ 35,953

6,662

$ 6,662

$ 3s,853 $
100

$ 35,953 $ 6,662

$ 9,471 $ 4,887
1,521 59

t :* ,3?i

6,562
100

The accompanying notes are an integral part of these consolidated financial statements.
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(amounts in thousands)

1. Organization and Business

NorthStar Group Services, Inc. (the "Company") is a wholly owned subsidiary of NorthStar Group
Holdings, LLC, a Delaware limited liability company ("Holdings"). The Company commenced its
operations on April 23,2014. On June 12,2017 , following the completion of a merger agreement,
100% of the ownership of Holdings was transferred to an unrelated investment group, resulting in a
change in ownership. The Company provides facility, technical, and environmentalservices to a
broad range of commercial, industrial, institutional, and government clients located throughout the
United States and is a market leader in its core decommissioning, demolition and remediation
service lines. The Company provides its contracting services through its wholly owned
subsidiaries: NorthStar Demolition and Remediation, Inc. (also doing business as NorthStar D and
R, Inc., LVI Facility Services of CT, lnc., Northeast Remediation, Twin Brooks Environmental, and
LVI Environmental Services), NorthStar Demolition and Remediation, LP, NorthStar Contracting
Group, lnc. (also doing business as LVI Environmental Services, Inc.), NorthStar CG, LP (also
doing business as EWR, Nutech Concrete Sawing and Drilling, Nutech Sawing and Drilling,
Nutech, Renu, Renu Recycling Services, EnvironmentalWaste Resources, Nuprecon Acquisition,
LP, Nuprecon, LP and Nuprecon), Northstar Recovery Services lnc., NorthStar Federalservices,
Inc. (also doing business as Randolph Construction Services), TEG/LVI Environmentalservices
lnc. (also doing business as Structural Protection Services Systems), NorthStar Environmental
Services of New Orleans, Inc., NorthStar l&E, Inc. (also doing business as NorthStar Infrastructure
& Environmental, lnc.), NorthStar Decommissioning Holdings, LLC, NorthStar Nuclear
Decommissioning Company, LLC, NorthStar Vermont Yankee, LLC, NorthStar Facility and Site
Services, lnc., and NorthStar Services UK. Ltd.

Acquisition of NorthStar
On June 12,2017, the former owners of Holdings entered into an Agreement and Plan of Merger
(the "Merger") with an unrelated investment group (the "lnvestor"). Per the terms of the Merger,
Holdings was merged into a wholly-owned subsidiary of the Investor, with Holdings as the sole
surviving entity. Prior to the Merger, one of the Investor's members was the holder of the
predecessor Company's subordinated mezzanine debt. In connection with the Merger, the
mezzanine debt holder agreed to exchange its debt position for an ownership interest in the
Investor. The exchange resulted in net noncash consideration transferred of $20,012.
Simultaneously, the Investor contributed $83,464 to the Company, through Holdings, which was
funded by a portion of the value contributed to the Investor by its members, including cash. As a
result of the Merger, 100% ownership and control of Holdings was transferred to the Investor, and
the former owners were relieved of all rights and obligations related to their previous ownership
interest in Holdings, and in turn, the Company. Subsequent to the date of the transaction, the
lnvestor contributed an additional $6,548 to the Company for working capital needs, bringing the
total contribution invested in the Company to $90,012.

ln connection with the Merger transaction, the Company has elected to use the push-down basis of
accounting to establish a new accounting and reporting basis for the Company in its consolidated
financial statements based on the lnvestor's basis in the net assets acquired determined in
accordance with the acquisition method under the Business Combinations (Topic 805) of the
Accounting Standards Codification ('ASC"). Under this guidance, the assets acquired and liabilities
assumed are generally recognized at their fair value at the date of the acquisition.

201 901 40-DEF-OpCpOD 1 -1 2-000't28



CONFIDENTIAL

NorthStar Group Services, Inc.
Notes to Consolidated Financial Statements
December 31, 2018 and 2A17

Docket No. 20190140-E1
NORTHSTAR GROUP HOLDINGS, LLC AND NORTHSTAR GROUP

SERVICES . INC. FINANCIAL STATEMENTS
Exhibit RAP-6

Pase 129

(amounts in thousands)

The related purchase price was allocated as follows:

Current assets
Goodwill
Property and equipment
Customer relationships
Trademark
Backlog
Other assets
Term loan debt
Equipment financing obligations
Liabilities assumed
Deferred taxes

Totalpurchase price

Less: Acquired cash

Purchase price paid, net of cash acquired

$ 115,708
100,430
38,137
72,900

8,000
8,500

589
(140,000)

(7,e83)
(107,ss2)

(5,265)

83,4il
(3,e76)

$ 79,488

The excess of the purchase price over the estimated fair values of the net assets acquired has
been recorded as goodwill. The goodwill associated with the Merger is not expected to be
deductible for tax purposes and consists largely of the processes, procedures, and knowledge of
the workforce in place.

The fair values assigned to intangible assets were determined through the use of the income
approach, specifically the relief from royalty method and the multi-period excess earnings method.
Both valuation methods rely on management's judgments, including expected future cash flows
resulting from existing customer relationships, customer attrition rates, contributory effects of other
assets utilized in the business, peer group cost of capital, and royalty rates, as well as other
factors. The valuaiion of tangible assets was derived using the cost approach. Significant
judgments used in valuing tangible assets include estimated replacement cost and useful lives of
assets.

2. Summary of Significant Accounting Policies

Basis of Presentation
The accounting and reporting policies of the Company conform to accounting principles generally
accepted in the United States of America ("U.S. GAAP"). The consolidated financialstatements
include all of the accounts of the Company and its wholly owned subsidiaries. All significant
intercompany accounts and transactions have been eliminated in consolidation.
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Use of Estimates
The preparation of the consolidated financial statements in conformity with U.S. GAAP requires
management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosures of contingent assets and liabilities at the date of the financial statements,
and the reported amounts of revenues and expenses during the reporting period. Significant
estimates used in recording account balances and transactions related to percentage of completion
accounting, revenue recognition, income taxes, the determination of the allowance for doubtful
accounts, the recoverability of longJived assets and goodwill, the fair value of net assets acquired
in business combinations, accrued contract costs, and insurance obligations. Actual results could
differ materially from those estimates.

Cash and Cash Equivalents
The Company considers highly liquid investments, purchased with original maturities of three
months or less, to be cash and cash equivalents.

Restricted Cash
Restricted cash, classified within other noncurrent assets, relates primarily to cash pledged as
collateral against paid losses within the deductible limits of the Company's workers' compensation
and general liability insurance program.

Accounts Receivable
Retained accounts receivable represents amounts owed by clients for services rendered which are
not due until completion of the related contract. Unbilled accounts receivable represents revenues
recognized in excess of amounts billed on completed contracts. Accounts receivable, including
retained and unbilled accounts receivable, are expected to be collected within one year.
The Company estimates an allowance for doubtful accounts based on the aging of the individual
amounts receivable beginning with a 10% allowance for balances that are 180 days past due. An
incremental 15% additional allowance is recognized after 270 days of delinquency, and another
25o/o at 360 days. After one year, the allowance is increased by an incremental 10% of the original
balance per quarter, untilthe original receivable is fully reserved, or collected. The allowance for
doubtful accounts represents the Company's best estimate of the amount of probable credit losses
in the Company's existing accounts receivable gross balance and is determined based on historical
write-off experience. The Company also considers factors related to specific customers' ability to
pay and current economic trends and will record an additional allowance for doubtful accounts as
needed. The Company writes off accounts receivable against the allowance for doubtful accounts
when management determines the balance is uncollectible and the Company ceases collection
efforts.

Inventories
lnventories are stated at the lower of cost or net realizable value using a first-in, first-out basis to
determine cost. Inventories consist of consumable materials and small tools used in services
provided to clients. The Company records an allowance for shortage and damage based on
historical trends and any known changes in the inventory balance.

Insurance deposits and other prepaid expenses
The Company provides cash deposits to certain insurance carriers, which the carriers hold as
collateral against future insurance claims. The insurance deposit requirements are reviewed and
adjusted annually when the related polices are renewed. Prepaid expenses represent advance
payments made to various services providers for services to be received within one year.
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Construction-Type Contracts
ln accounting for long-term constructiontype contracts, including salvage revenues, the Company
follows the provisions of the FinancialAccounting Standards Board (FASB) ASC Topic 605-35
Revenue Recognition -Construction-Type and ProductLbn. Depending on the commercialterms of
the contract, revenues are recognized either when costs are incurred, or using the percentage of
completion method of accounting by relating contract costs incurred to date to the total estimated
costs at completion. Contract losses are provided for in their entirety in the period they become
known, without regard to the percentage of completion. For the year ended December 31, 2018
and for the period ended December 31,2017, the Company recorded $212 and $247 for loss
contracts, respectively. Revenues are recorded net of sales tax. For the year ended
December 31, 2018 and the period ended December 31,2017 , contract revenues include revenues
from salvage proceeds totaling $19,988 and $6,134, respectively. The asset costs and estimated
earnings in excess of billings on uncompleted contracts represents revenues recognized in excess
of amounts billed. The liability billings in excess of costs and estimated earnings on uncompleted
contracts represents amounts billed in excess of revenues recognized.

Accrued Contract Gosts
Accrued contract costs represent the Company's estimate of amounts payable to its subcontracts
and other third party vendors for its long-term construction-type contracts. Accrued contract costs
are recognized on an accrual basis for each reporting period based on the percentage of
completion method of accounting by relating contract costs incurred to date for each project to the
total estimated costs at completion for that project.

Insurance Policies
The Company has insurance policies for automobile liability, and commercial general liability, which
includes asbestos and lead insurance coverage on an occurrence basis. The Company's
employees are covered by workers'compensation insurance. The Company believes its insurance
coverage to be adequate; however, there can be no assurance that such insurance will adequately
cover claims, if any, made in the future. The Company retains self-insurance risk for per
occurrence deductibles under each of the above-referenced policies. Losses are accrued based
upon the accumulation of estimates for reported losses and include a provision for losses incurred
but not reported, based on past experience and actuarial assumptions that were developed with
the assistance of specialists. The method used and the assumptions for estimating losses are
regularly reviewed and updated with adjustments if any, and reflected in current operations as a
change in estimate. Management believes that the expenses accrued are adequate to cover
losses incurred to date; however, the accrued expenses are based on an estimate and the ultimate
liability may be more or less than the amount recognized.

Revenue Recognition of Claims
Claims receivable represent amounts in excess of the contract price from customers or others for
unanticipated additional costs, when the additional costs result from customer-caused delays,
errors in specifications and designs, contract terminations, and change orders in dispute or
unapproved as to scope and/or price. Such amounts are accrued as additional revenue when the
amounts have been received or awarded. Claims receivable are presented either in unbilled
accounts receivable for projects that are complete, or in costs and estimated earnings in excess of
billings on uncompleted contracts for projects still in progress. There was no accrued revenue
subject to claims at either December 2018 or 2017.
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Property and Equipment
Property and equipment are carried at cost less accumulated depreciation. Depreciation is

computed using the straight-line method over the estimated useful lives of the related assets.
Leasehold improvements are amortized over the shorter of the lease term or the life of the asset.
The cost of maintenance and repairs is charged to expense as incurred and significant
improvements and betterments are capitalized. Upon sale or retirement of property and
equipment, the cost and related accumulated depreciation or amortization are removed from the
accounts and the resulting gain or loss, if any, is recognized in the consolidated statements of
operations.

Goodwill
Goodwill represents the excess of cost over fair value of the net assets purchased in acquisitions.
The Company performs an annual impairment analysis at Decembet 31. The Company has
elected the option to perform a qualitative assessment to determine whether it is more likely than
not that the fair value of its reporting unit is less than its carrying amount, including goodwill. lf
the Company determines that this is the case, it is required to perform the currently prescribed
impairment test to identify potential goodwill impairment and measure the amount of goodwill
impairment loss to be recorded for the reporting unit. lf, after considering the totality of events and
circumstances, the Company determines that it is more likely that not that the goodwill intangible
asset is not impaired, further quantitative assessment is unnecessary. The rnore likely than not
threshold is defined as having a likelihood of more than 50%.Testing for impairment is performed at
least annually, or more frequently if events or circumstances arise that indicate that impairment
may have occurred.

As a result of performing its annual impairment analysis at December 31,2018 and 2017 ,

the Company has concluded that no factors existed that indicated that it is more likely than not that
the fair value of its reporting unit was less than its carrying amount.

Intangible Assets - Net
Intangible assets recognized in connection with an acquisition of a business include customer
relationships, backlog, and a trademark. These assets were recorded at their estimated fair values
at the date of acquisition, assigned estimated useful lives, and are amortized primarily on a straight
line basis over their respective useful lives.

Recoverability of Long-Lived Assets
The Company reviews long-lived assets, including property and equipment, for impairment
whenever events or changes in circumstances indicate that the net carrying amount may not be
recoverable. When such events occur, the Company measures impairment by comparing the
carrying value of the long-lived asset or asset group to the estimated undiscounted future cash
flows expected to result from use of the asset and its eventual disposition. lf the sum of the
expected undiscounted future cash flows is less than the carrying amount of the asset or asset
group, the Company would recognize an impairment loss. The impairment loss, if determined to be
necessary, would be measured as the amount by which the carrying amount of the asset or asset
group exceeds the fair value of the asset or asset group. The Company determined that there was
no impairment of long-lived assets during the year ended December 31,2018 and the period
ended December 31, 2017.
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Deferred Financing Costs
The Company amortizes deferred financing costs over the life of the related debt using the straight-
line method, which approximates the effective interest rate method.

Fair Value of Financial Instruments
The Company's financial assets and liabilities consist primarily of cash and cash equivalents,
accounts receivable, accounts payable, accrued expenses, and long-term debt. The carrying
values of the Company's financial assets and liabilities approximate their fair value. The guidance

in ASC Topic 825, Financiallnstruments paragraphs 10-50-16 through 50-19, requires disclosure
of fair value information about financial instruments, whether or not recognized on the balance
sheet, for which it is practicable to estimate that value. In cases where quoted market prices are
not available, fair values are based on estimates using present value or other valuation techniques,
and are determined in accordance with the provisions of ASC Topic 820, Fair Value Measurements
and Disclosures. ASC Topic 825 excludes certain financial instruments and all nonfinancial
instruments from its disclosure requirements. ASC Topic 820 defines fair value, establishes a

framework for measuring fair value and expands disclosure requirements about fair value
measurements for financial reporting. The guidance establishes a three-tier value hierarchy, which
prioritizes the inputs used in measuring fair value. These tiers include: Level 1 - defined as quoted
prices in active markets for identical instruments; Level 2 - defined as observable inputs other than
quoted prices in active markets; and Level 3 - defined as unobservable inputs in which little or no

market data exists, therefore requiring an entity to develop its own assumptions. The carrying
amount of the Company's Term Loan Facility approximates its fair value due to the recent issuance
and the reset of its variable interest rate. For the years ended December 31, 2018 and 2017, the

carrying value and estimated fair value of the Company's noncurrent longterm debt obligations at
December 31,2018 was approximately $124,000 and 151,000, respectively. There are no quoted
prices in active markets or other inputs that are either directly or indirectly observable for the long-
term obligations, and therefore the Company measured the fair value of the long-term debt
obligation by comparing the movements in the risk-free rate and the spread of the Baa corporate
bond rate from the date of the inception of the debt (Level 3).

lncome Taxes
Holdings files a consolidated Federal income tax return for each tax period that includes the

operating results of the Company, which is part of the consolidated group. All Federal income tax
liabilities are paid by Holdings. Holdings, LLC has elected to be treated as a taxable entity for
income tax reporting purposes and files its income tax returns on the accrual basis as a corporation
for federal and state income tax purposes. The Company accounts for income taxes under the
provisions of ASC Topic 740, lncome laxes. Under ASC Topic 740, current and deferred taxes

are recognized for the tax effects of differences between the financial reporting and tax bases of
assets and liabilities at the enacted tax rates in effect for the years in which the differences are
expected to reverse. Valuation allowances on deferred tax assets are provided when it is more

likely than not that some portion or all of the deferred tax assets will not be realized. All deferred

tax assets and liabilities are classified as noncurrent on the balance sheet in accordance with
Accounting Standards Update (ASU) 2015-17, Balance Sheef C/assification of Deferred Taxes.

ASC Topic 740 prescribes a recognition threshold and measurement attribute for financial

statement recognition and measurement of tax positions taken or expected to be taken in a tax

return. The guidance in ASC Topic740 states that an "enterprise shall initially recognize the
financial statement effects of a tax position where it is more likely than not, based on the technical

merits, that the position will be sustained upon examination." "More likely than not" for this purpose

12
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is defined as a likelihood of greater than 50% based on the facts, circumstances, and information
available at the reporting date. The Company includes penalties and interest in income tax
expense.

Recent Accounting Pronouncements
Sfandards Adopted
fn January 2017, the FASB issued ASU 20'17-04, Intangibles-Goodwitland Other. Simptifying the
Test for Goodwill lmpairment. The amendments in this update simplify the subsequent
measurement of goodwill by eliminating the requirement to compare the implied fair value of
goodwill with its carrying amount as part of Step 2 of the goodwill impairment test. A goodwill
impairment loss will instead be measured at the amount by which a reporting unit's carrying
amount exceeds its fair value, not to exceed the carrying amount of goodwill. The Company early
adopted this new standard as of June 12,2017.

ln August 2016, the FASB issued ASU 2016-18, Stafement of Cash Flows: Resfricted Cash (a
consensus of the Emerging /ssues Task Force). The amendment requires an entity to include in its
cash and cash-equivalent balances in the statement of cash flows those amounts that are deemed
to be restricted cash and cash equivalents. The Company early adopted this standard on January
1,2018 and the prior period has been recast. The adoption of this standard did not have a material
impact on the Company's financial statements. The prior year investing cash flows were adjusted
by $tOO from $67,196 to $67,096.

Sfandards not Yet Adopted
In May 2014, the FASB issued ASU 2014-09, Revenue from Contracts with Customers, which
outlines a single comprehensive model for entities to use in accounting for revenue a'rising from
contracts with customers and supersedes most current revenue recognition guidance, including
industry-specific guidance. ASU 2014-09 outlines a five-step process for revenue recognition that
focuses on transfer of control, as opposed to transfer of risk and rewards, and also requires
enhanced disclosures regarding the nature, amount, timing and uncertainty of revenue and cash
flows from contracts with customers. Major provisions include determining which goods and
services are distinct and require separate accounting, how variable consideration (which may
include change orders and claims) is recognized, whether revenue should be recognized at a point
in time or over time and ensuring the time value of money is considered in the transaction price.
This ASU is effective for interim and annual reporting periods beginning after December 15, 2018
and can be applied either retrospectively to each prior period presented or as a cumulative-effect
adjustment as of the date of adoption. Management is currently evaluating the impact that the new
guidance will have on its consolidated financial statements.

f n August 2018, the FASB issued ASU 2018-13, Disc/osure Framework - Changes to the
Disclosure Requirements for Fair Value Measurement. This ASU amends ASC 820 to add,
remove and modify certain disclosure requirements for fair value measurements. The guidance is
effective for the Company's fiscal year beginning January 1,2020. The adoption of this standard is
not expected to have a material impact on the Company's consolidated financialstatements.
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ln August 201 6, the FASB issued ASU 2016-1 5, Sfatement of Cash Flows: C/assification of Certain
Cash Receipts and Cash Paymenfs (a consensus of fhe Emerging /ssues Task Force). The
amendment provides updated guidance on eight specific cash flow issues, including debt
prepayment or debt extinguishment costs, seftlement of zero-coupon debt instruments, contingent
consideration payments made after a business combination, proceeds from settlement of insurance
claims and corporate-owned life insurance, distributions received from equity method investees,
beneficial interests in securitization transactions and separately identifiable cash flows and
application of the predominance principle. The amendments in this update are effective for annual
reporting periods (including interim reporting periods within those periods) beginning after
December 15, 2018. Early adoption is permifted. Management is currently evaluating the impact
that the new guidance will have on its consolidated financial statements.

In February 2016, the FASB issued ASU 2016-02, Leases, which amends the existing guidance on
accounting for leases. The ASU requires lessees to recognize the assets and liabilities arising
from all leases, including those classified as operating leases under previous accounting guidance,
on the balance sheet. lt also requires disclosure of key information about leasing arrangements to
increase transparency and comparability among organizations. The new guidance must be
adopted using a modified retrospective transition approach and provides for certain practical
expedients. The amendments in this update will be effective for the Company's fiscal year
beginning January 1,2420. Management is currently evaluating the impact that the new guidance
will have on its consolidated financial statements.

In August 2018, the FASB issued ASU 2018-15, Custome/s Accounting for lmplementafion Costs
lncurred in a Cloud Computing Arrangement that is a Service Contract ('ASU 2018-15'). ASU
2018-15 requires implementation costs incurred by customers in cloud computing arrangements to
be deferred over the noncancellable term of the cloud computing arrangements plus any optional
renewal periods (1) that are reasonably certain to be exercised by the customer or (2) for which
exercise of the renewal option is controlled by the cloud service provider. ASU 2018-15 is effective
for the Company on January 1,2021. Early adoption of ASU 2018-15 is permitted, including
adoption in any interim period. ASU 2018-15 can be adopted either using the prospective or
retrospective transition approach. Management is currently evaluating the impact of the adoption of
this guidance on its consolidated financial statements.

3. Accounts Receivable - Net

Accounts receivable - net as of December 31,2018 and 2017 consists of the following:

Billed
Retained
Unbilled

Total accounts receivable

Less: Allowance for doubtful accounts

Accounts receivable - net

2018

$ 105,706
14,400
7,238

2017

$ 117,100
1 8,1 33
17,890

127,344

(7,szs)

$ 119,819

153,123

(7e8)

$ 152,325

During the year ended December 31, 2018, the Company wrote down receivables against the
allowance of $1,113, and recovered $4,002 for receivables that had been previously written off.

14
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4. Costs and Estimated Earnings on Uncompleted Gontracts

Costs and estimated earnings on uncompleted contracts as of December 31, 2018 and 2017
consists of the followino:

2018

SERVICI]S, INC. FINANCIAL S]'A'TI]MENTS
Exhibit RAP-6

Pase 136

Costs incurred on uncompleted contracts
Estimated earnings

Less: Billings to date

The above amounts are included in the consolidated
balance sheets under the following captions

Costs and estimated earnings in excess of billings
on uncompleted contracts

2017

148,437
32,042

$ 7,183 $ 4,817
Billings in excess of costs and estimated earnings on
uncompleted contracts (8,079) (17,567)

J- turul $ (12,750)

Property and Equipment - Net

Property and equipment - net as of December 31, 2018 and 2017 consist of the following:

$ e8,285 $
22,265

5.

120,550 180,479

(121,446) (193,229)

$ (8e6) $ (12,750)

2418 2017
Value ValueCategory

Land and buildings
Furniture and fixtures
Computer equipment
Leasehold improvements
Equipment
Vehicles

Less: Accumulated depreciation and amortization

Property and equipment - net

Useful Llfe
in Years

40

J

Shorter of useful life or life of lease
7-'10

I

$ 1,630 $
166

1,683
1,424

36,073 33,798
9,335 7,820

50,311 46,324

(15,905) (6,710)

$ 34,406 $ 39,614

1,630
173

1,552
'r,351

Depreciation expense for the year ended December 31 ,2018 and for the period ended December
31,2017 was $11,689 and $6,710, respectively, which includes the depreciation of assets under
capitallease.

The gross amount of assets acquired pursuant to capital leases total $13,497 and $15,130, offset
by accumulated depreciation of $3,558 and $1,948 as of December 31, 2018 and 2017.
respectively, and are included in the table above.

4R
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6. Goodwilland Intangible Assets

Goodwilland intangible assets deemed to have indefinite lives are not amortized. lntangible assets
and liabilities determined to have definite lives are amortized over their useful lives.

The Company's goodwill of $100,430 relates to the Merger in 2017 . No impairment charges
related to goodwill were recognized in the year ended December 31, 2018 or in the period ended
December 31,2017 in connection with the annual goodwill impairment or qualitative assessment at
December 31.

As of December 31, 2018 and 2017, the Company's intangible assets and related accumulated
amortization consist of the following:

Customer relationships
Backlog
Trademark

Total intangible assets

Customer relationships
Backlog
Trademark

Accumulated
Cost Amortization Net

$ 72,900 $ 11,300 $ 61,600
8,500 8,500
8,000 1,240 6,760

$ 89,400 $ 21,040 $ 68,360

Estimated
Useful Life

10 years
1.5 years
1 0 years

2017

Useful Life

10 years $
1.5 years
1 0 years

Gost Amortizatlon Net

72,900 $ 4,009 $
8,500 3,117
8,000 440

68,891
5,383
7,560

Total intangible assets $ 89,400 $ 7,566 $ 81,834

The weighted average useful life of the Company's intangible assets when acquired was 9.2 years.
Amortization expense related to intangible assets for the year ended December 31,2018 and for
the period ended December 31,2017 was $13,474 and $7,566, respectively. Amortization
expense for each of the next five years for intangible assets subject to amortization is $8,090.

16
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7,562
16,130

697
3,699
3,942

Accrued expenses and other current liabilities 32,030 32,394

Long-Term Obligations

The current and noncurrent portions of long-term obligations by issuance as of December 31, 2018
and 2017 are as follows:

(amounts in thousands)

7. Accrued Expenses and Other Gurrent Liabilities

Accrued expenses and other current liabilities as of December 31 , 2018 and 2017 consists of the
following:

2018 2017

Workers compensation and other liability insurance
Payroll and other compensation accruals
Sales tax
lnterest
Other

Current portion of long-term obligations
Senior Secured Credit Facility Term Loan (")

Equipment finance obligations (b)

Short-term obligations

Noncurrent portion of long-term obligations
Senior Secured Credit Facilitv

Revolver(")

Term Loan(t)
Equipment finance obligations (b)

Less: Deferred financing costs

7,499
15,283
4,287

717
4,608

L

2018

19,839

2,856

2017

3,1 83

22,695 3,1 83

$-
120,161

4,030
(5e5)

$ 123,596

$ 6,500

140,000

5,223
(842)

$ 150,881Long-term obligations

Amended and Restated Credit and Guaranty Agreement and Revolving Credit Facility

In connection with the Merger, on June 12,2017 , the company entered into the second
Amended and Restated Credit and Guaranty agreement (the "Credit Facility")with various
lenders, consisting of a Term Loan of $140,000 (the "Term Loan") and a $55,000 revolving
credit facility (the "Revolve/'). The lenders have a security interest in substantially all of the
assets of the Company and its subsidiaries. The Credit Facility matures on May 31,2021,
whereupon the balance outstanding on the Term Loan and Revolver will be payable in full.
Principal payments on the Term Loan are due quarterly beginning on December 31, 2019 in
amounts as described within the Credit Facility agreement. When certain annualfinancial
performance thresholds have been exceeded, the Credit Facility requires that the Company
prepay a portion of the Term Loan by June 30 of the immediately following year.

tl
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The Company met such thresholds during 2018, and has reclassified $19,139 of the Term
Loan as a current liability.

Interest is charged on both the Revolver and the Term Loan at an applicable margin
percentage above either the prime lending rate of Manufacturers and Traders Trust Company
("M&T') or above the London InterBank Offered Rate, at the Company's option. The
applicable margin is on a sliding scale based upon the Company's totaldebt leverage ratio as
defined in the Amended Credit Agreement, measured quarterly and payable in cash. The
effective rate on the Term Loan at December 31, 2018 and 2017 was an annual rate of 6.9%
and 6.0%, respectively. ln addition, the Revolver has a rate per annum equalto the greatest
of (i) the Prime Rate in effect on such day, (ii) the Federal Funds Effective Rate in effect on
such day plus% ol 1o/o and (iii) the LIBOR Rate calculated as of such day in respect of
a proposed LIBOR Rate Loan with a one-month Interest Period, plus 1.0%. The effective rate
on the Revolver at December 31 , 2018 was an annual rate of 11.4% and 9.0% for swing line
loans and base rate loans, respectively. The effective rate on the Revolver at December 31,
2017 was an annual rate of 11o/o and 8o/o for the swing line loans and base rate loans,
respectively. The Revolver also has a fee of 0.5% per annum on the unused portion of the
facility. lnterest on outstanding borrowings and the fee are payable monthly.

Amortization of deferred financing costs for the year ended December 31, 2018 and for the
period ended December 31, 2017 was approximately $247 and $133, respectively, and is
classified as interest expense in the consolidated statement of operations.

As of December 31 , 2018 and 2017 , the Company had outstanding letters of credit in the
amount of $9,567 and $20,337 for the benefit of its surety bonding (Note 10) and deductibles
under insurance policies, and had drawn $0 and $6,500 on the Revolver, which reduced the
borrowing availability under the Revolver to $45,433 and $28,163, respectively. The letters of
credit are automatically renewable unless notice is provided 30 days prior to cancellation.

b. Equipment Finance Obligations

The Company has financed equipment under capital lease agreements and equipment
finance notes with various vendors for equipment utilized in the performance of its work. The
terms of the leases vary from 36 to 60 months and carry interest rates ranging from 0.00% to
8.95%.

18
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(amounts in thousands)

At December 31,2A18 the debt maturities and noncancelable capital lease obligations
are as follows:

2019
2020
2021
2022
2023
Thereafter

Totalfuture payments

Less: Amount representing interest

Gurrent (benefit) expense
State and local

Total current expense

Deferred expense (benefit)
Federal
State and local

Long-Term
Debt

Obligations

Gapital
Lease

Obligations

$ 3,083
2,640

91'1

372
241

Total
Long-Term
Obligations

$ 22,922
6,490
7,911
7,372
7,241

95,311

19,839
3,850
7,000
7,000
7,000

95.311

140,000 7,247

(361)

$ 6,886

147,247

(361)

$ 146,886

723

140,000

9. Income Taxes

The provision for income taxes for the year ended December 31,2018 and for the period ended
December 31,2017 is as follows:

2018 2017

776

776 723

2,296
2,306

(3,023)
(781)

Total deferred expense (benefit)

Total income tax expense (benefit)

4,602 (3,804)

5,378 $ (3,081)

On December 22,2017, the Tax Cuts and Jobs Act (TCJA) was enacted into law. The legislation
contains several key tax provisions including the reduction of the corporate income tax rate to 21o/o
effective January 1,2018 as well as a variety of other changes including limitation of the tax
deductibility of interest expense. As of December 31, 2017 , the Company has remeasured its
deferred tax assets and liabilities for the reduced federal tax rate and has recognized the resulting
deferred tax benefit through the income tax provision. The impact to the Company's deferred tax
assets and liabilities due to the newly enacted federal tax rate at December 31,2017 was a net
benefit of $3,349.

The Company's effective tax rate for 2018 differs from the federal statutory rate mainly as a result
of state taxes and permanent differences. The Company's effective tax rate for 2017 differs from

19
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the federal statutory rate mainly as a result of the impact of the newly enacted federal tax rate, in
addition to state taxes and permanent differences.

The tax effects of the significant temporary differences that give rise to deferred tax assets and
liabilities as of December 31. 2018 and 2017 are as follows:

2018 2017

Deferred tax assets
Allowance for doubtful accounts
Compensation accruals
lnsurance reserves
Net operating loss
Investment in partnerships
Other

Total deferred tax assets

Deferred tax liablllties
Depreciation and am ortization
lnvestment in partnerships
Accrual versus percentage of completion

Total deferred tax liabilities

Net deferred tax liabilities

1,2',17

2,258
6,170

10,340

1,676

119
1,923
7,611

17,048
1,434
2,023

21,661 30,158

(20,6e6)
(1,65e)
(5,36e)

(27,724)

$ (6,063)

(23,2e1_)

(8,328)

(31,619)

$ (1,461)

As of December 31, 2018 and 2017, the Company has combined federal and state net operating
loss carryforwards of $44,609 and $50,182 and separate state net operating loss carryforwards of
approximately $33,956 and $46,372, respectively. These federal and state net operating losses
expire at various dates beginning in 2032. ln general, under Section 382 of the United States
InternalRevenue Code of 1986 ('lRC'), a corporation that undergoes an'ownership change" is
subject to limitations on its ability to utilize its pre-change net operating losses to offset future
taxable income. An analysis was conducted as a result of the Merger which indicated that because
of the ownership change as of June 12,2017, federal and state net operating losses were limited
pursuant to IRC 382. This limitation has been considered in calculating the available net operating
loss carryforwards.

The Company had approximately $58 and $50 for the payment of interest and penalties and $116
and $476 of unrecognized tax benefits accrued in other long-term obligations at December 31,

2018 and 2017, respectively. lt is not expected that the amount of unrecognized tax benefits will
change significantly in the next 12 months. Alluncertain tax benefits would affect the Company's
effective tax rate upon recognition.

The Company's tax years 2015-2017 remain open to examination for federal purposes and for
2014 fowvard for most state iurisdictions.

20
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10. Commitments and Contingencies

Operating Leases
The Company and its subsidiaries lease office space, warehouse space, heavy equipment, and
vehicles used in the Company's business operations, under operating leases that expire at various
dates through 2023. The lease agreements frequently include renewal and escalation clauses and
reguire the Company to pay taxes, insurance, and maintenance costs. Rent expense for real
property is calculated on a straight-line basis, and was $4,673 and $2,319 for the year ended
December 31,2018 and for the period ended December 31,2017 , respectively. The Company
received sublease income of $551 and $260 for the year ended December 31, 2018 and for the
period ended December 31,2017, respectively.

As of December 31, 2018, minimum annual noncancelable operating lease commitments with initial
terms in excess of one year are as follows:

Years Endlng December 31,
2019
2020
2021
2022
2023
Thereafter

$ 4,276
3,477
2,113
1,178

420

11,464

Concentration of Gredit Risk
Financial instruments that potentially subject the Company to credit risk consist primarily of contract
and trade receivables. Two customers accounted for 21 .60/o and 21.8o/o of consolidated total
accounts receivable as of December 31, 2018 and 2017, respectively. In addition, the Company
holds cash in accounts that are insured by the Federal Deposit Insurance Corporation ("FD|C") up
to certain limits. At December 31, 2018 and2017, the Company had approximately $37,495 and
$11,011 in excess of FDIC insured limits, respectively.

Risks and Uncertainties
The Company is required to meet certain licensing, financial, and operating criteria as established
by respective regulatory, governmental, and local agencies to bid and work in certain states. There
is no assurance that these agencies will not change the established criteria or that the Company
will continue to comply with the established criteria. Should the Company lose its ability to bid and
work in ceilain states, the operations, cash flows and financial position of the Company could be
adversely effected.
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Surety Bonds
As is customary in the contracting business, the Company is required to provide surety bonds to
secure its performance under certain contracts. The Company's ability to obtain surety bonds
primarily depends upon capitalization, working capital, past performance, management expertise,
and certain externalfactors, including the overall capacity of the surety market. Surety companies
consider such factors in relation to the amount of the backlog and their underwriting standards,
which may change from time to time. The Company's inability to obtain surety bonds in the future
would significantly affect its ability to obtain new contracts, which could have a material adverse
effect on its business.

Litigation
The Company is involved in various litigations that arise in the ordinary course of its business
activities. In management's opinion, based in part upon the advice of legalcounsel,
the Company's liability, if any, based on the outcome of such litigation would not have a material
adverse effect on the Company's consolidated financial statements.

11. Related-PartyTransactions

During the year ended December 31 , 2018 and for the period ended December 31, 2017, the
Company paid rent expense of $354 and $102, respectively, to an entity in which a Company
employee has an equity interest.

On June 12,2017 , in connection with the Merger, the Company entered into a management
services agreement (the "Management Agreement") pursuant to which certain of the members of
the Investor (the "Advisors') will be paid $750 per year plus out-of-pocket expenses for certain
management, business and organization strategy, and merchant and investment banking services
rendered to the Company. Such fees were negotiated by representatives of the Advisors and
the Company. The Management Agreement has no stated term and will remain effective until
terminated. The management fee is payable to the Advisors quarterly in advance. The Company
incurred expense relating to the Management Agreement of $1,003 and $412 in the year ended
December 31, 2018 and for the period ended December 31, 2017, respectively. The amount
payable to the Advisors as of December 31, 2018 was $162. As of December 31, 2017, the
Company had prepaid the Advisors $188.
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12. Defined Contribution Savings Plan

The Company has established a contributory tax deferred 401(k) plan covering substantially all of
its non-union employees. Eligible employees may contribute up to 100% of their eligible
compensation to this plan, subject to the annual Internal Revenue Service limit, and the Company
will make a matching contribution of 25o/o of the first 6% contributed by the employee. Amounts
contributed by employees are 100% vested. The Company matching contributions vest over a five-
year period, as defined in the plan documents. Total Company matching contributions to the plan
for the year ended December 31, 2018 and for the period ended December 31,2017 was $81 1 and
$471, respectively.

13, Subsequent Events

The Company considers the principles and requirements for subsequent events, including (1) the
period after the balance sheet date during which management of a reporting entity shall evaluate
events or transaclions that may occur for potential recognition or disclosure in the consolidated
financial statements; (2) the circumstances under which an entity shall recognize events or
transactions occurring after the balance sheet date in its consolidated financial statements; and (3)
the disclosures that an entity shall make about events or transactions after the balance sheet date.
The Company has evaluated subsequent events through April 15, 2019, the date that these
consolidated financial statements were available to be issued.

On January 11, 2019, the Company and Holdings completed the Membership lnterest Purchase
and Sale Agreement (MIPA), under which the Company acquired 100% of the membership interest
of a legal entity owning a nuclear power plant that had been closed permanently in 2014. The plant
was transferred to the Company from its former owner for the purpose of expedited
decommissioning. Under the terms of the MIPA, the Company is responsible for the
decommissioning of the plant, spent fuel management and eventual site restoration. As of the date
of the MIPA, the Company recorded a liability for the present value of the future asset retirement
obligations, which represents costs for demolition and decommissioning and for the management
of the spent nuclear fuel storage, along with related deferred income taxes and credits.
The Company also acquired existing decommissioning and site restoration trust funds to fund the
required work, and recorded a receivable for expected future recovery of spent fuel management
costs from the U.S. Department of Energy. As a regulatgrv condition of the transaction, $10,000
from the Gompany was deposited into a long-term escrow account, with additional cash from the
former owner also transferred to this account at closing.

No other events were identified that require recognition or disclosure.
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Assets
Current assets

Cash and cash equivalents
Other current assets

Total current assets

Property and equipment * net
Goodwill and intangible assets
Decommissioning trust funds
DOE reimbursement
Deferred income taxes
Restricted cash
Other noncurrent assets

Total assets

Liabllities and Stockholder's Equity
Current liabilities

Current maturities of long-term obligations
Accounts payable and accrued expenses
Billings in excess of costs and estimated
earnings on uncompleted contracts

Total current liabilities

Long-term debt obligations
Insurance obligations
Asset retirement obligations
Deferred income taxes
Deferred tax credit
Other long{erm obligations

Total liabilities

Stockholder's equity

Total liabilities and stockholder's equity

As of Pro
December 31, Forma Total

2018 Adjustments Pro Forma

(e,251) $ 26,602

171 ,215

34,406
168,790
546,484
105,000
196,304

30,1 00
293

$ 382,555 $ 870,037 $ 1,252,592

- -

$ 35,853
143,113

178,966

34,406
'168,790

(7,7s1)

546,484
105,000
196,304
30,0001o;

293

$ 22,695 $
102,218

8,079

132,992

123,596
19,409

6,063

fi;
282,235

100,320

- $ 22,695
2,249 104,467

2,249

672,41;
(6,063)

201,439_

8,079

135,241

123,596
19,409

672,412

201.439
175

1,152,272

100,320

870,037

$ 382,555 870,037 $ 1,252,592
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1. Basis of Presantatlon

The pro forma balance sheet has been prepared to give effect to the MIPA as if it had transpired on
December 31, 2018. Based on preliminary purchase accounting performed by the Company, the
transaction is being treated as an asset acquisition. As of the date of the MIPA, the Company recorded a
fiabifily for future asset relirement obligations in the amount $672,412, which represents $567,412 for
demolition and decommissioning and $105,000 for the management of the spent nuclear fuel storage.
The Company recorded a receivable from the U.S. Department of Energy (DOE) for $105,000 for the
anticipated recovery of the costs of managing the spent nuclear fuel storage. Simultaneous with the close
of the MIPA, the Company received investment trust funds and cash with a combined value of $566,484
that will be used to fund the required work. As a regulatory condition of the transaction, $20,000 of the
cash received plus an additional $10,000 from the Company was deposited in a long-term escrow
account. The difference between the cost basis and the tax basis of the acquired assets resulted in the
recognition of a deferred tax asset of $202,367 and a long-term tax credit of $201,439.
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Report of Independent Auditors

To the Board of Directors and Management of
NorthStar Group Services, Inc.

We have audited the accompanying consolidated financial statements of NorthStar Group Services, Inc.
and its subsidiaries, which comprise the consolidated balance sheets as of December 31, 2ot9 and zor8,
and the related consolidated statements of income and comprehensive income, of changes in stockholder's
equity and of cash flows for the years then ended.

M c;nag emen f b Respons ibilitg for the Cons olid.o,ted Finarncial S tsternents

Management is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with accounting 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 consolidated financial statements that are free from material misstatement.
whether due to fraud or error.

Auditors' Responsibility

Our responsibility is to express an opinion on the consolidated financial statements based on our audits.
We conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the consolidated financial statements. The procedures selected depend on our 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, we consider internal control relevant to the Company'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 Company's internal control. Accordingly, we express no such 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 sufficient and
appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the financial position of Northstar Group Serwices, Inc. and its subsidiaries as of December 3r,
zorg and zot8, and the results oftheir operations and their cash flows for the years then ended in
accordance with accounting principles generally accepted in the United States of America.

}
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OthqlWatter

Our audit was conducted for the purpose of forming an opinion on the consolidated financial statements
taken as a whole. The unaudited supplemental information - disbursements from trust funds in zor9,
listed in the accompanying index and appearing on pages 27-29 is presented for purposes of additional
analysis and is not a required part of the consolidated financial statements. Such information has not been
subjected to the auditing procedures applied in the audit of the consolidated financial statements, and
accordingly, we do not express an opinion or provide any assurance on it.

1,,;*a,+#
March 31, 2o2o

PricewaterhouseCoopers LLP, PricewaterhouseCoopers Center, 3oo Madison Avenue, NewYork, NIy 1oo17

T: (6+6) 471 3ooo, F: (8rg) 286 6ooo, www.pwc.com/us
2
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r)ocker No rnrElt|{iDENTtAl

(amounts in thousands, except per share data)

Assets
Current assets

Cash and cash equivalents
Accounts receivable - net
Costs and estimated earnings in excess of billings
on uncompleted contracts
lnventories - net
lncome tax receivable
lnsurance deposits and other prepaid expenses

Total current assets

Property and equipment - net
Goodwill
lntangible assels - net
Restricted cash
Decommissioning trust funds
Reimbursements due from U.S. Department of Energy
Deferred income tax

Total assets

Liablllties and Stockholder's Equlty
Current liabilities

Current maturities of long{erm financing obligations
Accounts payable
Accrued contract costs
Accrued expenses and other currenl liabilities
Billings in excess of costs and estimated earnings on
uncompleted contracts

Total current liabilities

Long-term fi nancing obligations
Asset retirement obligations
Unearned revenue - site restoration
Deferred income taxes
Deferred tax credit
lnsurance and other long-term obligations

Total liabilities

Commitments and contingencies (Note 1 1)

Stockholder's equity
Common stock ($1 par value; authorized, issued
and outstanding 100 shares)

Additional paid-in capital
Retained earnings
Accumulated other comprehensive income

Total stockholder's equity

Noncontrolling interests

Total equity

Total liabilities and stockholde/s equity

2019 2018

$ 69,054
149,126

6,679
3,211

695
12,718

241,483

34,148
100,430
60,270
30,657

490,568
102,877
196,666

35,853
119,819

7,183
3,537

41

12,826

179,259

34,406
100,430
68,360

100

$ 1,257,099

$ 4,540
39,806
58,253
31,537

17,677

151 ,813

160,393
541,733

54,223

201,207
18,757

1j28,126

382,555

22,449
38,1 64
32,024
32,030

8,079

132,746

123,842

6,063

19,58;

282,235

100
66,525
50,276
12,080

128,981 _lqr,+
100,320

$ 382,555

The accompanying notes are an integral part of these consolidated financial statements.

t

100
89,912
10,308

(8)

128,973

$ '1,257,099
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(amounts in thousands)

Revenues
Cost of revenues

Gross profit

Selling, general, and administrative expenses

Operating income before depreciation and amortization

Depreciation and amortization

Operating income

Other income (expense)

Interest expense
Interest income
Management charge to related party

Other - net

Total other expense, net

lncome before income tax expense

Income tax (benefit) expense

Net income

Less: net loss attributable to noncontrolling interests

Net income attributable to NorthStar Group Services, Inc.

Other comprehensive income, net of taxes:
Unrealized gains on debt securities

Comprehensive income attributable to NorthStar Group Services, Inc.

2019

$ 640,111
512,305

127,86

il,701
73,105

11,564

61,541

(13,084)
14,7U

(5e4)
(132\

924

2018

$ 503,755
397,104

106,651

64,630

42,02'l

16,471

25,550

(12,381)
214

(543)
(ee2)

(13,702)

6,470

62,465 11,848

(3,910) 5,378

66,375 6,470

(206)

$ 66,581

6,470

12,080

78,661

The accompanying notes are an integral part of these consolidated financial statements.
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(amounts in thousands)

Cash flows fiom operating activities
Net income
Adjustments to reconcile net income to net cash provided by
(used in) operating activities:

Depreciation and amortization
Accretion of assel retirement obligations
Accrelion of reimbursements due from U.S. Department of Energy
Write-off of debl issuance costs
Provision for allowance for doubtful accounts
Recognition of unearned revenue - site restoration lrust fund
Interest expense - Amortization of financing costs
Interest expense - Amortization of original issue discount
(Gain) Loss on sale offixed assets
Realized gains on decommissioning lrust funds
lnlerest earnings on decommissioning trust funds
Deferred income taxes
Changes in operating assets and liabilities

Accounts receivable
Costs and estimated eamings in excess of billings
on uncompleted contracts
Inventories
Insurance deposits and other prepaid expenses
Accounts payable and accrued contracl costs
Billings in excess of cosls and estimated earnings
on uncompleted contracls

Accrued expenses and other cunent liabilities
Paymenls made to setlle assel retirement obligalions
lnsurance and other long-term obligations
lncome taxes receivable

Net cash provided by operating activities

Cash flows from Investlng activlties

Capital expenditures

Proceeds from sale offixed assets
Restricted cash received for transfer of asset retirement obligalions

Net cash provided by (used in) investing activities

Cash flows from financlng actlvities
Principal paymenls on long-term obligations
Proceeds from issuance of long-term debt
Deferred financing costs paid and original isbue discount
Distribulions lo shareholder
Capital contributions by noncontrolling interests
Proceeds from line of credit
Repayments of line of credit

Net cash used in financing activities

Net increase in cash, cash equivalents and reslricted cash

Cash, cash equivalents and restrlcted cash
Beginning ofyear

End of year

Supplemental dlsclosures of cash flow information
Cash paid during the period for

lnterest
lncome taxes

2019

$ 66,375

20,621
27,37',1

(4,877)
431

(4,170)
(4e6)
355
159
(27',)

(6ee)
(8,932)
(4,782\

(24,3241

504
326
27'l

27,871
9,598

(1,494)
(14,516)

(827',)

(654)

88,084

(12,542',,

296
20,025

7,779

(143,741)
1 65,1 50

(3,712)
(50,000)

198

2018

$ 6,470

25,1 63

:

^ -^:Z,CJJ

.
247

t:

4,602

29,973

(2,366)

541
(777)

(10,248)
(9,488)

(603)
0

(1,e8e)
(266)

44,671

(8,287t

926

(7,361)

(3,487)
t*:

1 9,'150
(25,650)

(32,105) (8,01e)

63.758 29.291

35,953

$ 99,711

6,662

$ 35,953

$ 15,475 $
116q

9,471
1,521

The accompanying notes are an integral part of these consolidated financial statements.
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(amounts in thousands)

1. Organization and Business

NorthStar Group Services, Inc. (the "Company") is a wholly owned subsidiary of NorthStar Group
Holdings, LLC, a Delaware limited liability company ("Holdings"). The Company commenced its
operations on April 23,2014. On June 12,2017, following the completion of a merger agreement,
100% of the ownership of Holdings was transferred to an unrelated investment group, resulting in a
change in ownership. The Company provides facility, technical, and environmental services to a
broad range of commercial, industrial, institutional, and government clients located throughout the
United States and is a market leader in its core decommissioning, demolition and remediation
service lines. The Company provides its contracting services through its wholly owned
subsidiaries: NorthStar Demolition and Remediation, lnc. (also doing business as NorthStar D and
R, lnc., LVI Facility Services of CT, Inc., Northeast Remediation, Twin Brooks Environmental, and
LVI Environmental Services), NorthStar Demolition and Remediation, LP, NorthStar Contracting
Group, Inc. (also doing business as LVI EnvironmentalServices, Inc.), NorthStar CG, LP (also
doing business as EWR, Nutech Concrete Sawing and Drilling, Nutech Sawing and Drilling,
Nutech, Renu, Renu Recycling Services, EnvironmentalWaste Resources, Nuprecon, LP and
Nuprecon), Northstar Recovery Services lnc., NorthStar Federal Services, lnc. (also doing
business as Randolph Construction Services), TEG/LVI Environmental Services lnc. (also doing
business as Structural Protection Services Systems), NorthStar Environmental Services of New
Orleans, Inc., NorthStar l&E, lnc. (also doing business as NorthStar Infrastructure & Environmental,
lnc,), NorthStar Decommissioning Holdings, LLC, NorthStar Nuclear Decommissioning Company,
LLC, NorthStar Vermont Yankee, LLC, NorthStar Facility and Site Services, Inc., Accelerated
Decommissioning Partners, LLC, ADP CR3, LLC, ADP SF1, LLC, and NorthStar Services UK, Ltd.

Acquisition of Vermont Yankee Nuclear Power Station
On January 11,2019, the Company completed the Membership Interest Purchase and Sale
Agreement (MIPA), under which the Company acquired 100o/o of the membership interest of a legal
entity owning the Vermont Yankee Nuclear Power Station, a nuclear power plant that had been
permanently closed in 2014. The plant was transferred to the Company from its former owner for
the purpose of expedited decommissioning, Under the terms of the MIPA, the Company is
responsible for the decommissioning of the plant, spent fuel management and eventual site
restoration.

As of the date of the MIPA, the Company recorded a liability for the present value of the estimated
future cash outflows for demolition, decommissioning, and site restoration costs, and for costs
related to the management of the spent nuclear fuel storage. At closing, the former owners
transferred to the Company the existing decommissioning and site restoration trust investment
portfolios to fund the required work (the "NDT" and the "SRT," respectively, and collectively the
"trust funds"), plus $20,000 cash that was deposited into a longterm escrow account as a
regulatory condition of the transaction. ln accordance with the agreement, the Company deposited
an additional $10,000 into the escrow account. The Company recorded a receivable for expected
future recovery of spent fuel management costs from the U.S. Department of Energy
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The Company recorded the following amounts at the closing of the MIPA:

Nuclear decommissioning trust
Site restoration trust
Restricted cash
Reimbursements due from U.S. Depadment of Energy
Deferred tax asset

Asset retirement obligations
Unearned revenue - site restoration
Deferred credit

487,627
59,991

20,000
98,000

225,650
5,-6',0m6-

611,827
54,720

2.

The value of the NDT fund portfolio at closing, plus the forecast earnings thereon, included funding
that was anticipated to be approximately equal to the estimated fair value of the anticipated future
cash flows required to complete the decommissioning and spent fuel management activities. The
value of the SRT fund portfolio at closing exceeded the estimated fair value of the anticipated
future cash flows for site restoration by $34,720, and the Company recorded an unearned revenue
liability for this estimated excess plus the $20,000 cash escrow received from the former owner, for
a total $54,720. The Company recognized a deferred tax asset of $225,650 for the tax effect of the
total difference between the book and tax basis of the acquired assets and liabilities. The excess of
the amounts assigned to the acquired assets were allocated pro rata to reduce the assigned values
to zero, with the remainder recorded as a deferred tax credit of $224,721. The amount of the
anticipated reimbursements from the U.S. Department of Energy is classified as a long-term asset,
as there is significant uncertainty as to the timing of when these amounts will be recovered.

Summary of Significant Accounting Policies

Basis of Presentation
The accounting and reporting policies of the Company conform to accounting principles generally
accepted in the United States of America ('U.S. GAAP"). The consolidated financial statements
include all of the accounts of the Company and its wholly owned subsidiaries. Certain prior year

amounts have been reclassified to conform to the current year presentation. All significant
intercompany accounts and transactions have been eliminated in consolidation.
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Use of Estimates
The preparation of the consolidated financial statements in conformity with U.S. GAAP requires
management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosures of contingent assets and liabilities at the date of the financial statements,
and the reported amounts of revenues and expenses during the reporting period. Significant
estimates used in recording account balances and transactions related to percentage of completion
accounting, revenue recognition, income taxes, the determination of the allowance for doubtful
accounts, the recoverability of long-lived assets and goodwill, the fair value of asset retirement
obligations acquired in asset acquisitions, accrued contract costs, and insurance obligations.
Actualresults could differ materially from those estimates.

Cash and Cash Equivalents
The Company considers highly liquid investments, purchased with original maturities of three
months or less, to be cash and cash equivalents.

Restricted Cash
Restricted cash relates primarily to an escrow balance required by the terms of an asset acquisition
completed in 2019 (see Note 1), which the Company may not access until certain milestones
specified in the MIPA have been completed.

Accounts Receivable
Retained accounts receivable represents amounts owed by clients for services rendered which are
not due until completion of the related contract. Unbilled accounts receivable represents revenues
recognized in excess of amounts billed on completed contracts. Accounts receivable, including
retained and unbilled accounts receivable, are amounts receivable from customers that are
expected to be collected within one year. The Company estimates an allowance for doubtful
accounts based on the aging of the individualamounts receivable beginning with a 10% allowance
for balances that are 180 days past due. An incremenlal 15o/o additional allowance is recognized
after 270 days of delinquency, and another 25% at 360 days. After one year, the allowance is
increased by an incremental 10% of the original balance per quarter, until the original receivable is
fully reserved, or collected. The allowance for doubtful accounts represents the Company's best
estimate of the amount of probable credit losses in the Company's existing accounts receivable
gross balance and is determined based on historical write-off experience. The Company also
considers factors related to specific customers' ability to pay and current economic trends and will
record an additional allowance for doubtful accounts as needed. The Company writes off accounts
receivable against the allowance for doubtful accounts when management determines the balance
is uncollectible and the Company ceases collection efforts.

lnventories
Inventories are stated at the lower of cost or net realizable value using a first-in, first-out basis to
determine cost. lnventories consist of consumable materials and small tools used in services
provided to clients. The Company records an allowance for shortage and damage based on
historicaltrends and any known changes in the inventory balance.
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Insurance Deposits and Other Prepaid Expenses
The Company provides cash deposits to certain insurance carriers, whrch the carriers hold as
collateral against future insurance claims. The insurance deposit requirements are reviewed and
adjusted annually when the related polices are renewed. Prepaid expenses represent advance
payments made to various services providers for services to be received within one year.

Decommissioning Trust Funds
The Company records the decommissioning trust funds on the balance sheet at their fair value.
The investments included in these portfolios consist of available-for-sale government debt
securities and cash. Unrealized gains recorded on the available-for-sale debt securities in the trust
funds are recognized in the accumulated other comprehensive income component of shareholder's
equity. See Note 10 for details on the decommissioning trust funds.

Reimbursements Due from U.S. Department of Energy
In connection with the 2019 acquisition discussed in Note 1, the Company recorded an asset that
was transferred by the former owner for the expected future recovery of spent fuel management
costs from the U.S. Department of Energy. The asset was recorded at fair value, estimated by
using a discounted cash flow forecast of the amounts anticipated to be recovered as determined by
an independent third-party valuation. lnterest is accreted on the balance each year to reflect the
time value of money for this present value asset. There is uncertainty as to the timing of when the
amounts will be recovered, and therefore the Company has classified this asset as long term on
the consolidated balance sheets.

Asset Retirement Obligations
The Company recorded a liability for the asset retirement obligations related to the 2019 acquisition
discussed in Note 1. The asset retirement obligation was recorded at its fair value, which was
measured by using the present value of the estimated future cash outflows for demolition,
decommissioning, and site restoration costs, and for costs related to the management of spent
nuclear fuel storage. The asset retirement obligation is accreted each year through a charge to cost
of revenues, to reflect the time value of money for this present value obligation. Additionally,
changes in cash flow assumptions impacting the asset retirement obligations are assessed at each
balance sheet date with an offset through cost of revenues.

Unearned Revenue - Site Restoration
The Company acquired unearned revenue in connection with the 2019 acquisition discussed in
Note 1. Along with the related asset retirement obligation for the eventual restoration of the site for
future unrestricted use, the Company acquired ownership of a site restoration trust investment
portfolio plus $20,000 restricted cash. The fair value of the site restoration trust investment portfolio

exceeded the estimated fair value of the anticipated future cash flows for site restoration by

$34,720, and the Company recorded a liability for the estimated value of such excess plus the
restricted cash received. The unearned revenue will be recognized in earnings over time as the
Company performs its obligations for the site restoration, in a manner consistent with the related
contract. In accordance with the terms of the MIPA, the Company does not have the right to draw
upon the excess cash in the site restoration investment portfolio or the $20,000 restricted cash until
certain milestones specified in the MIPA have been completed, and therefore the unearned
revenue is classified as a long-term liability.

10
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Revenue Recognition
On January 1, 2019, the Company adopted the provisions of the Financial Accounting Standards
Board (FASB) ASC Topic 606 Revenue for Contracts with Cusfomers using the modified
retrospective transition method. There was no impact on the Company's financial statements from
the adoption of this standard was recognized as an adjustment to the opening balance of retained
earnings. Revenue recognized on contracts that has not been billed to clients is classified as a
current asset, costs and estimated earnings in excess of billings on uncompleted contracts.
Amounts billed to clients in excess of revenue recognized on contracts to date are classified as a
current liability, billings in excess of costs and estimated earnings on uncompleted contract.

Co n stru cti on -ty pe contracts
The Company recognizes revenue for its construction-type contracts over time, as performance
obligations are satisfied, due to the continuous transfer of control to the customer. Depending on
the commercial terms, contracts may be accounted for as a single unit of account (a single
performance obligation), or may be segmented between types of services when there are multiple
performance obligations. For contracts with multiple performance obligations, the Company
allocates the transaction price to each performance obligation using an estimate of the stand-alone
selling price of each distinct service in the contract. Project mobilization costs are generally
charged to project costs as incurred when they are an integrated part of the performance obligation
being transferred to the client. Depending on the contract terms, the Company recognizes revenue
over time, based on either (a) contract costs incurred to date compared to the total estimated costs
at completion (an input method), or on (b) the achievement of contractual performance criteria (an
output method), with output-based methodology generally reserved for larger multi-year projects
with well-defined regulatory or contractual criteria to establish progress. The over time method is
the most faithful depiction of the Company's performance because it directly measures the value of
the services transferred to the customer. This method also generally aligns timing of typical
customer payments with satisfaction of performance obligations, with differences resulting in a
contract asset or liability, as included in Note 4. Contract losses are provided for in their entirety in
the period they become known, without regard to the percentage of completion. For the years
ended December 31,2019 and 2018, the Company recorded $1,873 and$212for loss contracts,
respectively. Revenues are recorded net of sales tax. For the years ended December 31,2019
and 2018, contract revenues include revenues from salvage proceeds totaling $12,203 and
$ 1 9, 988, respectively.

Sellce contracts
For service contracts in which the Company has the right to consideration from the customer in an
amount that corresponds directly with the value to the customer of the Company's performance
completed to date, revenue is recognized when services are performed and contractually billable.
Service contracts that include multiple performance obligations are segmented between types of
services. For contracts with multiple performance obligations, the Company allocates the
transaction price to each performance obligation using an estimate of the stand-alone selling price
of each distinct service in the contract.

11
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Variable consideration
The nature of the Company's contracts gives rise to several types of variable consideration, such
as award and incentive fees. The Company recognizes revenue for variable consideration when it

is probable that a significant reversal in the amount of cumulative revenue recognized will not
occur. The Company estimates the amount of revenue to be recognized on variable consideration
using the expected value (i.e., the sum of a probability-weighted amount) or the most likely amount
method, whichever is expected to better predict the amount.

Revenue Recognition of Claims
Claims receivable represent amounts in excess of the contract price from customers or others for
unanticipated additional costs, when the additional costs result from customer-caused delays,
errors in specifications and designs, contract terminations, and change orders in dispute or
unapproved as to scope and/or price. Such amounts are considered variable consideration and
are recorded when likely to be received or awarded. Claims receivable are presented either in

unbilled accounts receivable for projects that are complete, or in costs and estimated earnings in
excess of billings on uncompleted contracts for projects still in progress. There was no accrued
revenue subject to claims at either December 31, 2019 or 2018.

Accrued Contract Costs
Accrued contract costs represent costs incurred and payable by the Company at the balance sheet
date to its subcontractors and other third party vendors for its long-term construction-type
contracts.

Insurance Policies
The Company has insurance policies for automobile liability, and commercial general liability, which
includes asbestos and lead insurance coverage on an occurrence basis. The Company's
employees are covered by workers' compensation insurance. The Company believes its insurance
coverage to be adequate; however, there can be no assurance that such insurance will adequately
cover claims, if any, made in the future. The Company retains self-insurance risk for per
occurrence deductibles under each of the above-referenced policies. Losses are accrued based
upon the accumulation of estimates for reported losses and include a provision for losses incurred
but not reported, based on past experience and actuarial assumptions that were developed with
the assistance of specialists. The method used and the assumptions for estimating losses are
regularly reviewed and updated with adjustments if any, and reflected in current operations as a
change in estimate. Management believes that the expenses accrued are adequate to cover
losses incurred to date; however, the accrued expenses are based on an estimate and the ultimate
liability may be more or less than the amount recognized.

Property and Equipment
Property and equipment are carried at cost less accumulated depreciation. Depreciation is
computed using the straight-line method over the estimated useful lives of the related assets.
Leasehold improvements are amortized over the shorter of the lease term or the life of the asset.
The cost of maintenance and repairs is charged to expense as incurred and significant
improvements and betterments are capitalized. Upon sale or retirement of property and
equipment, the cost and related accumulated depreciation or amortization are removed from the
accounts and the resulting gain or loss, if any, is recognized in the consolidated statements of
ooerations.

12
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Goodwill
Goodwill represents the excess of cost over fair value of the net assets purchased in acquisitions.
The Company performs an annual impairment analysis at December 31. The Company has
elected the option to perform a qualitative assessment to determine whether it is more likely than
not that the fair value of its reporting unit is less than its carrying amount, including goodwill. lf
the Company determines that this is the case, it is required to perform lhe currently prescribed
impairment test to identify potential goodwill impairment and measure the amount of goodwill
impairment loss to be recorded for the reporting unit. lf, after considering the totality of events and
circumstances, the Company determines that it is more likely than not that the goodwill intangible
asset is not impaired, further quantitative assessment is unnecessary. The more likely than not
threshold is defined as having a likelihood of more than 50%.Testing for impairment is performed at
least annually, or more frequently if events or circumstances arise that indicate that impairment
may have occurred.

As a result of performing its annual impairment analysis at December 31, 2019 and 2018,
the Company has concluded that no factors existed that indicated that it is more likely than not that
the fair value of its reporting unit was less than its carrying amount.

Intangible Assets - Net
lntangible assets recognized in connection with an acquisition of a business include customer
relationships, backlog, and a trademark. These assets were recorded at their estimated fair values
at the date of acquisition, assigned estimated useful lives, and are amortized primarily on a straight
line basis, which approximates the pattern of economic benefit, over their respective useful lives.

Recoverability of Long-Lived Assets
The Company reviews long-lived assets, including property and equipment, for impairment
whenever events or changes in circumstances indicate that the net carrying amount may not be
recoverable. When such events occur, the Company measures impairment by comparing the
carrying value of the longJived asset or asset group to the estimated undiscounted future cash
flows expected to result from use of the asset and its eventual disposition. lf the sum of the
expected undiscounted future cash flows is less than the carrying amount of the asset or asset
group, the Company would recognize an impairment loss. The impairment loss, if determined to be
necessary, would be measured as the amount by which the carrying amount of the asset or asset
group exceeds the fair value of the asset or asset group. The Company determined that there was
no impairment of long-lived assets during the years ended December 31 , 2019 and 2018.

Deferred Financing Costs
The Company amodizes deferred financing costs over the life of the related debt using the effective
interest rate method.

Fair Value of Financial Instruments
The Company's financial assets and liabilities consist primarily of cash and cash equivalents,
accounts receivable, accounts payable, accrued expenses, and long{erm debt. The carrying
values of the Company's financial assets and liabilities approximate their fair value. The Company
early adopted ASU 2018-13, Disclosure Framework - Changes to the Disctosure Requirements for
Fair Value Measuremenf effective January 1,2019, with no impact on the Company's financial
statements. The guidance in ASC Topic 825, Financial lnstruments paragraphs 10-50-16 through
50-19 (as amended), requires disclosure of fair value information about financial instruments,
whether or not recognized on the balance sheet, for which it is practicable to estimate that value.
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In cases where quoted market prices are not available, fair values are based on estimates using
present value or other valuation techniques, and are determined in accordance with the provisions
of ASC Topic 820, Fair Value Measurements and Dlsclosures. ASC Topic 825 excludes certain
financial instruments and all nonfinancial instruments from its disclosure requirements. ASC Topic
820 defines fair value, establishes a framework for measuring fair value and expands disclosure
requirements about fair value measurements for financial reporting. The guidance establishes a
three-tier value hierarchy, which prioritizes the inputs used in measuring fair value. These tiers
include: Level 1 - defined as quoted prices in active markets for identical instruments; Level 2 -
defined as observable inputs other than quoted prices in active markets, and Level 3 - defined as
unobservable inputs in which little or no market data exists, therefore requiring an entity to develop
its own assumptions.

lncome Taxes
Holdings files a consolidated Federal income tax return for each tax period that includes the
operating results of the Company, which is part of the consolidated group. All Federal income tax
liabilities are paid by Holdings. Holdings, LLC has elected to be treated as a taxable entity for
income tax reporting purposes and files its income tax returns on the accrual basis as a corporation
for federal and state income tax purposes. The Company accounts for income taxes under the
provisions of ASC Topic 740, lncome laxes. Under ASC Topic 740, current and deferred taxes
are recognized for the tax effects of differences between the financial reporting and tax bases of
assets and liabilities at the enacted tax rates in effect for the years in which the differences are
expected io reverse. Valuation allowances on deferred tax assets are provided when it is more
likely than not that some portion or all of the deferred tax assets will not be realized. All deferred
tax assets and liabilities are classified as noncurrent on the balance sheet in accordance with
Accounting Standards Update (ASU) 2015-17, Balance Sheef C/assification of Deferred laxes.

ASC Topic 740 prescribes a recognition threshold and measurement aftribute for financial
statement recognition and measurement of tax positions taken or expected to be taken in a tax
return. The guidance in ASC Topic 740 states that an 'enterprise shall initially recognize the
financial statement effects of a tax position where it is more likely than not, based on the technical
merits, that the position will be sustained upon examination." "More likely than not" for this purpose

is defined as a likelihood of greater than 50% based on the facts, circumstances, and information
available at the reporting date. The Company includes penalties and interest in income tax
expense.

Deferred tax credit
The tax basis of the assets acquired in connection with the 2019 transaction discussed in Note 1

exceeded the fair value book basis, resulting in the recognition of a deferred tax asset. The excess
of the amounts assigned to the acquired assets were allocated pro rata to reduce the assigned
values to zero, with the remainder recorded as a deferred tax credit. The deferred tax credit will be
reversed to tax expense in proportion to the reversal of the related deferred tax asset as the tax
and book basis differences decrease over time.

Recent Accounting Pronou ncements
In February 2016, the FASB issued ASU 2016-02, Leases, which amends the existing guidance on

accounting for leases. The ASU requires lessees to recognize the assets and liabilities arising
from all leases, including those classified as operating leases under previous accounting guidance,

on the balance sheet. lt also requires disclosure of key information about leasing arrangements to
increase transparency and comparability among organizations. The new guidance must be
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adopted using a modified retrospective transition approach and provides for certain practical
expedients. The amendments in this update will be effective for the Company's fiscal year
beginning January 1,2421. Management is currently evaluating the impact that the new guidance
will have on its consolidated financialstatements.

f n December 2019, the FASB issued ASU 2019-12, Simplifying the Accounting for lncome Taxes
(.ASU 2019-12"). The amendments in ASU 2012-12, among otherthings, remove certain
exceptions to the general principles in ASC 740 and seek more consistent application by clarifying
and amending the existing guidance. ASU 2019-12 is effective for the Company on January 1,

2022. Early adoption is permitted, including adoption in any interim period. Management is
currently evaluating the impact that the new guidance will have on its consolidated financial
statements.

3. Accounts Receivable - Net

Accounts receivable - net as of December 31 , 2019 and 2018 consists of the following:

2019 2018

Billed $ 115,294 $ 105,706
Retained 29,457 14,400
Unbilled 8,213 7,238

Total accounts receivable 152,964 127,344

Less: Allowance for doubtful accounts (3,838) (7,525)

Accounts receivable - net $ 149,126 $ ;!!!!]!

During the year ended December 31, 2019, the Company wrote down receivables against the
allowance of $2,940, and recovered $1,400 for receivables that had been previously written off.

201 901 4o-DEF-OPCPOD 1 -1 2-000164
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4. Costs and Estimated Earnings on Uncompleted Gontracts

Costs and estimated earnings on uncompleted contracts as of December 31, 2019 and 2018
consists of the following:

2019

$ 348,225
70,386

2018

$ 98,285
22,265

Costs incurred on uncompleted contracts
Estimated earnings

Less: Billings to date

The above amounts are included in the consolidated
balance sheets under the following captions

Cosls and estimated earnings in excess of billings
on uncompleted contracts
Billings in excess of costs and estimated earnings on
uncompleted contracts

Category

Land
Buildings
Furniture and fixtures
Computer equipment
Leasehold improvements
Equipment
Vehicles

Less: Accumulated depreciation and amortization

Property and equipment - net

Useful Life 2019 2018
in years Value Value

$ 830 $ 830

418,611

(429,60e)

120,550

(121,446)

5.

40

Shorter of useful life or life of lease
7-10

T

(8,07e)

$ (8e6)

800 800
166 166

1,733 1,683
1,799 1,424

43,719 36,073
12.141 9.335

61 .188 50.31 1

(27,040) (15,905)

$ 34,148 $ 34,406

$ (10,ee8) $ (8e6)

$ 6,679 $ 7,183

(17,677)

$ (10,ee8)

Property and Equipment - Net

Property and equipment - net as of December 31, 2019 and 2018 consist of the following:

DepreciationexpensefortheyearsendedDecember3l,2019 and2018was$12,531 and

$11,689, respectively, which includes the depreciation of assets under capital lease.

The gross amount of assets acquired pursuant to capital leases total $12,704 and $13,497, offset
by accumulated depreciation of $5,160 and $3,558 as of December 31, 2019 and 2018,
respectively, and are included in the table above.

16
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6. Goodwill and Intangible Assets

The Company's goodwill of $100,430 relates to a business combination completed in 2017. No
impairment charges related to goodwill were recognized in the years ended December 31,2019
and 2018 in connection with the annualgoodwillimpairment or qualitative assessment at
December 31.

As of December 31, 2019 and 2018, the Company's intangible assets and related accumulated
amortization consist of the following:

2019

Customer relationships
Trademark

Total intangible assets

Customer relationships
Backlog
Trademark

Total intangible assets

Accumulated
Gost Amortization

72,900
8,000

18,590 $

80,900 $ 20,630

2018

Estimated
Useful Llfe

10 years
10 years

Net

54,310
5,960

Estimated
Useful Life

10 years
1.5 years
10 years

Cost
Accumulated
Amortization

$ 72,900 $ 11,300
8,500 8,500
8,000 1,240

$ 89,400 $ 21,040

Net

61,600

6,760

68,360

The weighted average useful life of the Company's intangible assets when acquired was 9.2 years.
Amortization expense related to intangible assets for the years ended December 31, 2019 and
2018 was $8,090 and $13,474, respectively. Amortization expense for each of the next five years
for intangible assets subject to amortization is $8,090.
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7. Accrued Expenses and Other Current Liabilities

Accrued expenses and other current liabilities as of December 31, 2019 and 2018 consists of the
following:

Workers compensation and other liability insurance
Payroll and other compensation accruals
Sales tax
lnterest
Other

Current portion of long-term financing obligations
Senior Secured Credit Facility(")

Former Term Loan(")

Term Loan A(")

Term Loan B 
("'

Equipment finance obligations 
(b)

Short-term financing obligations

Noncurrent portion of long-term financing obligations
Senior Secured Credit Facility

Former Term Loan 
(")

Term Loan A(")

Term Loan B 
(")

Equipment finance obligations 
(o)

Long-term financing obligations

2019

$ 11,317
16,354

549
360

2,957

$ 31,537

2018

$ 7,562
16,1 30

697
3,699
3,942

$ 32,030

8.

Accrued expenses and other current liabilities

Long-Term Financing Obligations

The current and noncurrent portions of long-term obligations by issuance as of December 31, 2019
and 2018 are as follows:

20182019

$-
1,375

371

2,794

$ 4,540

$-
75,066

83,507
1,820

$ 160,393

$ 19,593

2,856

$ 22,449

$ 119,812

4,03;

$ 123,842

Amended and Restated Credit and Guaranty Agreement and Revolving Credit Facility

The Company entered into the Second Amended and Restated Credit and Guaranty
agreement on June 12,2017 (the "Former Credit Facility") with various lenders, consisting of a
term loan of $140,000 (the "Former Term Loan") and a $55,000 revolving credit facility. The
lenders had a security interest in substantially all of the assets of the Company and its
subsidiaries. The Former Credit Facility was scheduled to mature on May 31,2021,
whereupon the balance outstanding on the Former Term Loan and revolver would be payable
in full. Principal payments on the Former Term Loan were due quarterly beginning on

18
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December 31, 2019 in amounts as described within the agreement. When certain annual
financial performance thresholds have been exceeded, the Former Gredit Facility required that
the Company prepay a portion of the Former Term Loan by June 30 of the immediately
following year. The Company met such thresholds during 2019, and reclassified $20,000 of
the Former Term Loan as a current liability, which was paid in June 2019.

On September 6,2019, the Company entered into the Credit and Guaranty Agreement (the
"Credit Facility") with various lenders, for an aggregate amount of $217,500, consisting of
Term Loan A for $80,000, Term Loan B for $87,500, and a $50,000 revolving credit facility
(the "Revolver"). The proceeds from the Credit Facility were used to repay the Former Term
Loan including accrued interest, and cancelthe Former Credit Facility, whereupon the
Company wrote off $431 of the related deferred issuance costs to interest expense. The
lenders have a security interest in substantially all of the assets of the Company and its
subsidiaries. Term Loan A and the Revolver mature on September 6,2024, whereupon the
balance of Term Loan A and the Revolver will be payable in full. The Credit Facility matures
on September 6, 2025, whereupon the balance outstanding on Term Loan B will be payable in
full.

lnterest is charged on the Revolver, Term Loan A and Term Loan B at an applicable margin
percentage above either the Base Rate or above the Adjusted Eurodollar Rate, at the
Company's option. The Base Rate is defined in the Credit Facility as the greatest of (i) the
Prime Rate; (ii) the Federal Funds Effective Rate plus 0.50/oi and (iii) the Adjusted Eurodollar
Rate plus 1%. The Adjusted Eurodollar Rate is defined in the Credit Facility as the greater of
(i)the London lnterBank Offered Rate and (ii) 1%. The applicable margin is on a sliding scale
based upon the Company's total net leverage ratio as defined in the Credit Facilty, measured
quarterly and payable in cash. The effective rate on Term Loan A and Term Loan B at
December 31, 2019 was an annual rate of 6.1o/oo/o and 6.9%, respectively. The effective rate
on the Old Term Loan at December 31, 2018 was an annual rate of 6.9%. The Revolver also
has a fee of 0.375% per annum on the unused portion of the facility. Interest on outstanding
borrowings and the fee are payable monthly.

The Term Loan A and Term Loan B were issued at discounts of $1,481 and $1,691,
respectively. The amortization of the discounts on these loans for the year ended December
31, 2019 was a combined $159, and is classified as interest expense in the consolidated
statement of operations. Amortization of deferred financing costs for the years ended
December 31 , 2019 and 20'18, was approximately $786 and $247 , respectively, and is
classified as interest expense in the consolidated statement of operations.

As of December 31, 2019 and 2018, the Company had outstanding letters of credit in the
amount of $7,087 and $9,567 for the benefit of its surety bonding (Note 11) and deductibles
under insurance policies, and had drawn $0 on the Revolver, which reduced the borrowing
availability under the Revolver to $42,913 and $45,433, respectively. The letters of credit are
automatically renewable unless notice is provided 30 days prior to cancellation.
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b. Equipment Finance Obligations

The Company has financed equipment under capital lease agreements and equipment
finance notes with various vendors for equipment utilized in the performance of its work. The
terms of the leases vary from 36 to 60 months and carry interest rates ranging from 0.00% to
8.95%.

At December 31, 2019 the debt maturities and noncancelable capital lease obligations are as
follows:

Long-Term
Debt

Obligations

$ 2,875 $
3,875
4,875
4,875

67,375

Total
Capital Long-Term
Lease Financing

Obligations Obligations

2,890 $
1,161

455
241

5,765
5,036
5,330
5,116

67,375

9. lncome Taxes

The provision for income taxes for the years ended December 31 ,2Arc and 2018 is as follows:

2019 20{ 8

2020
2021
2022
2023
2024
Thereafter

Totalfuture payments

Less: Amount representing interesl

Current (benefit) expense
Federal
State and local

Total current expense

Deferred (benefit) expense
Federal
State and local

82,906

166,781 4,747

(6,462) (133)

$ 160,319 $ 4,614

872

872

(5,8e5)
1,113

(4,782)

$ (3,e10)

171,528

(6,595)

$ 164,933

776

776

2,296
2,306

4,602Total deferred (benefit) expense

Total income tax (benefit) expense 5,378

The Company's effective tax rate for 2019 differs from the federal statutory rate mainly as a result

of the deferred credit as well as state taxes and other permanent differences. The Company's

effective tax rate for 2018 differs from the federal statutory rate mainly as a result of state taxes and
permanent differences.

20

201 9014o-DEF-OPCPODl -1 2-000169



CONFIDENTIAL

NorthStar Group Services, Inc.
Notes to Consolidated Financial Statements
December 31,2019 and 2018

(amounts in thousands)

The tax effects of the significant temporary differences that give rise to deferred tax assets and
fiabilities as of December 31, 2019 and 2018 are as follows:

Deferred tax assets
Allowance for bad debts
Compensation accruals
Insurance reserves
Net operating loss
Decommissioning trust funds
Reimbursements due from US Department of Energy
Asset Retirement Obligations
Unearned Revenue - Site Restoration
Other

Total deferred tax assets
Deferred tax liabilities
Depreciation and amortization
Investment in partnerships
Unrealized gain on debt securities
Deferred Revenue

Total deferred tax liabilities

Net deferred tax assets (liabilities)

2019

$ 860
2,350
7,708

11,141
1,643

50,997
139,442

13,957
1,389w

2018

1,217
2,258
6,170

10,340

1,67;
21,661

(20,747)
(3,423)
(4,188)
(4,423)

(32,781)

$ 196,666

(20,6e6)
(1,65e)

(5,36e)

(rr:rrr)

$ (6,063)

As of December 31, 2019 and 2018, the Company has federal and combined state net operating
loss carryforwards of $63,097 and $44,609 and separate state net operating loss carryforwards of
approximately $10,017 and $33,956, respectively. Federalnet operating loss carryforwards that
were generated from 2018 onward do not have expiration dates, whereas the state and pre-2018
federal net operating loss carryforwards expire at various dates beginning in 2032. In general,
under Section 382 of the United States Internal Revenue Code of 1986 ('lRC'), a corporation that
undergoes an "ownership change" is subject to limitations on its ability to utilize its pre-change net
operating losses to offset future taxable income. ln 2017 , an analysis was conducted as a result of
a change in the Company's ownership. The results of the analysis indicated that federal and state
net operating losses were limited pursuant to IRC 382. This limitation has been considered in
calculating the available net operating loss carryfonrards.

The Company had approximately $16 and $58, for the years ended December 31, 2019 and 2019,
for the payment of interest and penalties and $1 18 and $1 16 of unrecognized tax benefits accrued
in other f ong-term obligations at Decembe r 31 , 2019 and 201 8, respectively. lt is not expected that
the amount of unrecognized tax benefits will change significantly in the next 12 months. All
uncertain tax benefits would affect the Company's effective tax rate upon recognition.

The Company's tax years 2016-2018 remain open to examination for federal purposes and for
2015 fonrvard for most state jurisdictions.
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10. Asset Retirement Obligations and Decommissioning Trust Funds

The Company recorded the asset retirement obligations and the trust funds in connection with the
2019 transaction discussed in Note 1. The terms of the underlying agreements legally restrict the
Company's ability to make withdrawals from the trust funds, which are limited to the value of
completed nuclear decommissioning, spent fuel management and site restoration work as specified
in the pay item schedule included within the MIPA.

2019 activity associated with the asset retirement obligation liability was as follows:

Liabilities as of January 11,2019
Accretion
Change in cash flow estimate
Spending
Liabilities as of December 31, 2019

$ 611,827
20,602
6,769

(97.465)

$ 541.733

The cumulative activity for the NDT and SRT funds in 2019 was as follows:

SRT NDT TOTAL

Assets as of January 11,2019 $ 59,991 $ 487 ,627 $ 547,618
Interest earnings 1,333 7,599 8,932
Realized gains 46 653 699
Withdrawals per pay item schedule (1 ,669) (80,601) (82,270)
Payments to custodian and fund manager (80) (599) (679)

Unrealized gains 2.717 13.551 16.268
Fair value as of December 31, 2019 $ 62.338 $i29230 S 490.568

The Company records the trust funds on the balance sheet at their fair value. As of December 31,

2019, the trust funds' holdings consist of $27,950 in cash and cash equivalents and $462,618 in

U.S. Treasury securities that are classified as available-for-sale. The fair value of the available-for-

sale debt securities is determined by quoted market prices (a Level2 input). Unrealized gains on

the available-for-sale debt securities are recognized in the accumulated other comprehensive
income component of member's equity. Unrealized losses (where cost exceeds fair market value)
on the available-for-sale debt securities in the trust funds are also recorded in the accumulated
other comprehensive income componeni of member's equity unless the unrealized loss is other
than temporary and therefore recorded in earnings. Generally, the Company records gains and

losses on its debt securities using the specific identification method to determine the cost basis of
its securities.

The amortized cost of the trust funds' available-for-sale debt securities was $448,151 as ot

December 31,2Ai9. As of December 31 ,2019, the available-for-sale debt securities have a

weighted-average maturity of approximately 3.2 years.
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11. Commitments and Contingencies

Operating Leases
The Company and its subsidiaries lease office space, warehouse space, heavy equipment, and
vehicles used in the Company's business operations, under operating leases that expire at various
dates through 2023. The lease agreements frequently include renewal and escalation clauses and
require the Company to pay taxes, insurance, and maintenance costs. Rent expense for real
property is calculated on a straightjine basis, and was $4,203 and $4,673 for the years ended
December 31, 2019 and 2018, respectively. The Company received sublease income of $565 and
$551 for the years ended December 31, 2019 and 2018, respectively.

As of December 31, 2019, minimum annual noncancelable operating lease commitments with initial
terms in excess of one year are as follows:

Yearc Ending December 31,
2020
2021
2022
2023
2024
Thereafter

$ 4,069
2,949
1,833

667
2s2
328

Concentration of Credit Risk
Financial instruments that potentially subject the Company to credit risk consist primarily of contract
and trade receivables. Two customers accounte d for 39.2o/o and 21 .60/o of consolidated total
accounts receivable as of December 31, 2019 and 2018, respectively. In addition, the Company
holds cash, cash equivalents, and restricted cash in accounts that are insured by the Federal
Deposit Insurance Corporation ('FDIC') up to certain limits. At December 31, 2019 and 201g, the
Company had approximately $103,036 and $37,495 in excess of FDIC insured limits, respectively.

Risks and Uncertainties
The Company is required to meet certain licensing, financial, and operating criteria as established
by respective regulatory, governmental, and local agencies to bid and work in certain states. There
is no assurance that these agencies will not change the established criteria or that the Company
will continue to comply with the established criteria. Should the Company lose its ability to bid and
work in certain states, the operations, cash flows and financial position of the Company could be
adversely effected.
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Surety Bonds
As is customary in the contracting business, the Company is required to provide surety bonds to
secure its performance under certain contracts. The Company's ability to obtain surety bonds
primarily depends upon capitalization, working capital, past performance, management expertise,
and certain external factors, including the overall capacity of the surety market. Surety companies
consider such factors in relation to the amount of the backlog and their underwriting standards,
which may change from time to time. The Company's inability to obtain surety bonds in the future
would significantly affect its ability to obtain new contracts, which could have a material adverse
effect on its business.

Litigation
The Company is involved in various litigations that arise in the ordinary course of its business
activities. ln management's opinion, based in part upon the advice of legal counsel,
the Company's liability, if any, based on the outcome of such litigation would not have a material
adverse effect on the Company's consolidated financial statements.

Related-Party Tra nsactions

Pursuant to a change of the Company's ownership completed on June 12,2017, the Company
became a wholly owned subsidiary of JFL-NGS Partners, LLC, a Delaware limited liability company
(the 'lnvestor"). Certain members of the Company's senior management act in senior management
roles at another entity that is owned 100% by the lnvestor. During the year ended December 31,

2019, the Company recognized revenue of $401 and incurred expense of $4,794 with that entity.

During the years ended December 31, 2019 and 2018, the Company paid rent expense of $317
and $354, respectively, to an entity in which a Company employee has an equity interest.

On June 12,2017, the Company entered into a management seryices agreement (the
"Management Agreement") pursuant to which certain of the members of the Investor (the
"Advisors") are paid $750 per year plus out-of-pocket expenses for certain management, business
and organization strategy, and merchant and investment banking services rendered to the
Company. Such fees were negotiated by representatives of the Advisors and the Company. The
Management Agreement has no stated term and will remain effective untilterminated. The
management fee is payable to the Advisors quarterly in advance. The Company incurred expense
refating to the Management Agreement of $972 and $1,003 in the years ended December 31,2019
and 2018, respectively. The amounts payable to the Advisors as of December 31 , 2019 and 2018
were $0 and $162, respectively.

In connection with entering into the Credit Facility as described in Note 8, the Company paid the
Advisors $975 on September 6, 2019. This payment was capitalized as deferred financing costs.

Retirement Plans

The Company has established a contributory tax deferred 401(k) plan covering substantially all of
its non-union employees. Eligible employees may contribute up to 100% of their eligible
compensation to this plan, subject to the annual Internal Revenue Service limit, and the Company
wif l make a matching contribution of 25o/o of the first 6% contributed by the employee. Amounts
contributed by employees are 100% vested. The Company matching contributions vest over a five-

13.
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year period, as defined in the plan documents. Total Company matching contributions to the plan
for the years ended December 31, 2019 and 2018, was $826 and $811 , respectively.

During the year ended December 31, 2019 and 2018, the Company participated in several
multiemployer pension plans ('MEPPs') that provide retirement benefits to certain union employees
in accordance with various collective bargaining agreements ("CBAs") in the United States. The
risks of participating in multiemployer plans are different from single-employer plans. Assets
contributed to the multiemployer plan by one employer may be used to provide benefits to
employees of other participating employers; if a participating employer stops contributing to the
plan, the unfunded obligations of the plan may be borne by the remaining participating employers;
and if a participating employer chooses to stop participating in an employer plan it may be required
to pay those plans an amount based on the underfunded status of the plan, referred to as a
withdrawal liability. Contributions to a parlicular MEPP are established by the applicable CBAs;
however, the Company's required contributions may increase based on the funded status of an
MEPP and legal requirements of the Pension Protection Act of 2006 ('PPA').

The Company could also be obligated to make payments to MEPPs if the Company either ceases
to have an obligation to contribute to the MEPP or significantly reduces its contributions to the
MEPP because of a reduced number of employees who are covered by the relevant MEPP for
various reasons, including, but not limited to layoffs or closure of a subsidiary assuming the MEPP
has unfunded vested benefits. The amount of such payments (known as a complete or partial
withdrawal liability) would equal the Company's proportionate share of the MEPPs unfunded vested
benefits. The Company believes that certain of the MEPPs in which the Company participates may
have unfunded vested benefits. Due to uncertainty regarding future factors that could trigger
withdrawal liability, as well as the absence of specific information regarding the MEPPs current
financial situation, the Company is unable to determine the amount and timing of any future
withdrawal liability, if any. The Company does not believe that its participation in these MEPPs will
have a material adverse impact on its financial condition.

The PPA zone status for each plan has been evaluated based on the information that the Company
received from the MEPPs and is certified by the MEPPs actuaries. The Company does not have
any material obligations to the MEPPs, and the contributions for the year ended December 31,
2019 approximate the ongoing minimum contribution expense. There are no plan contributions
made by the Company that exceed 5% of the total plan contributions for a respective plan.

25
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14. Subsequent Events

The Company considers the principles and requirements for subsequent events, including (1) the
period after the balance sheet date during which management of a reporting entity shall evaluate
events or transactions that may occur for potential recognition or disclosure in the consolidated
financial statements; (2) the circumstances under which an entity shall recognize events or
transactions occurring after the balance sheet date in its consolidated financial statements; and (3)

the disclosures that an entity shall make about events or transactions after the balance sheet date.
The Company has evaluated subsequent events through March 31,2020, the date that these
consolidated financial statements were available to be issued.

In March 2020, the World Health Organization (WHO) announced that the worldwide outbreak of
COVID-19 had become a globalpandemic. This is a rapidly evolving global issue and management
has taken multiple steps to manage the situation, including restricting on site access, promoting

remote work for relevant roles, and compliance with and communication of CDC and other relevant
government guidelines. Management continues to assess the potential business impacts and will
take additional steps as the latest facts dictate.

On March 18,2020, the Company paid a dividend of $75,975 to the stockholder.

No other events were identified that require recognition or disclosure.
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Gert #
4
I

MGF-1

MGF-2

2

MGF-3

MGF-4

3

4

MGF-5

MGF-6

CUS-1

CUS-2

5

MGF-7

MGF-8

6

SR-01

7

8

9

SR-02

10

11

SR-03

12

SR-04

SRT

(4)

(250)

(8)

(337)

:

(250)
(8)
(2)

(444)
(8)

NDT

$ (8,735)

(57)

(7,357)

(63)

(5,151)

(4,018)

(60)

(31)

(62)

(6,521)

(38)

(7,583)

(60)
(15)

:

(12,201)

(61)

(61)

:

(11,22e)

(e,e5e)

(57)
(14)

Date

3t11t2019

4t1t2019

4t1t2019

4t8t2019

5t3t2019

5t3t2019

5t6t2019

6110t2019

6t10t2019

6t10t2019

6t10t2019

6t1012019

6t24t2019

7t5t2015

7t5t2019

7t8t2019

7t15t2019

7 t17 t2019

8t1t2019

8t1t2019
8t1t2019

81812019
8t8t2019
81812019

9t3t2019

9t6t2019

91612019

10nt2019

10nt2019
10t7t2019

10t912019

11nt2019

11t14t2019
11t1412019

Payee

NorthStar Vermont Yankee, LLC

FPCM

FPCM

NorthStar Vermont Yankee, LLC

FPCM

FPCM

NorthStar Vermont Yankee, LLC

NorthStar Vermont Yankee, LLC

FPCM

FPCM

BNY-Mellon

BNY-Mellon

NorthStar Vermont Yankee, LLC

FPCM

FPCM

NorthStar Vermont Yankee, LLC

NorthStar Vermont Yankee, LLC

NorthStar Vermont Yankee, LLC

NorthStar Vermont Yankee, LLC

FPCM
BNY-Mellon

NorthStar Vermont Yankee, LLC
FPCM
BNY-Mellon

NorthStar Vermont Yankee, LLC

FPCM

FPCM

FPCM

NorthStar Vermont Yankee, LLC
FPCM

NorthStar Vermont Yankee, LLC

NorthStar Vermont Yankee, LLC

FPCM
BNY-Mellon

(7)

(8)

(8)

(8)

13

14

15
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Cert #

sR-05

16

SR-06

SR-07

Date Payee

1111412019 NorthStar Vermont Yankee, LLC
11t14t2019 FPCM
fn4nVg BNY-Mellon

1U912019 NorthStar Vermont Yankee. LLC
12t9t2019 FPCM

1zrcnVg NorthStar Vermont Yankee. LLC

12t9t2019 FPCM

TOTAL 2OI9 DISBURSEMENTS

NDT

0,aogl
(58)

r-lff.rnol

SRT

(1e4)
(8)
(3)

:

(1e4)

(8)

L-l'J4e)

28
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(amounts in thousands)

1. Basis of Presentation
The accompanying Supplemental Schedule - Disbursements from Trust Funds in 2019, has been

prepared to provide an accounting of all disbursements from the trust funds, as described in Note 2

and Note 10 of the Consolidated Financial Statements, during 2019. The first column, "Cert #"

represents the "Decommissioning Certificate" identification number. The Decommissioning Certificate

process is governed by the Northstar Vermont Yankee, LLC Decommissioning Completion Trust

Agreement-for Vermont Yankee Nuclear Power Station, dated January 11,2A19 (the "Agreement"),

and means a document properly completed and executed by an Authorized Representative of the

Company and substantially in the form governed by the Agreement, as it may from time to time be

amended. The second column, "Date" repredents the payment receipt date in a format of

Month/Dayf/ear. The third column, "Payee" represents the recipient to the disbursement- The fourth

column and fifth column represent the source of the respective disbursements. "SRT" represents

funds disbursed from the site restoration trust and "NDT" represents funds disbursed from the nuclear

decommissioning trust, both as defined in Note 1. This schedule is not intended to be a presentation

in accordance with accounting principles generally accepted in the United States of America.

29
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(p GrantThornton

&alt Thornton LLP
757 Third Avenue, 9lh Floor

New York, NY 1001 7

T 212.599.0100

F

212.370.4520
www.GrantThornton.com

REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

To the Board of Directors and Stockholder of
NorthStar Group Services, Inc.

We have audited the accompanying consolidated financial statements of NorthStar Group Services, Inc. (a Delaware
corporation) (the "Company"), which comprise the consolidated balance slreets as of December 31,2016 and 2015,
and the related consolidated statements of operations, changes in stockholder's equity, and cash flows for the years
then ended, and the related notes to the consolidated financial statements.

Managementm responsibility for the financial statements
Management is responsible for the preparation and fair presentation of these consolidated financial statements in
accordance with accounting 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 consolidated
financial statements that are free from material misstatement, whether due to fraud or error.

Auditornn responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United States of America.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected depend on the auditor's judgment, including the
assessment of the risks of material misstatement of the consolidated financial statements, whether due to fraud or
error. ln making those risk assessments, the auditor considers internal control relevant to the entity,s preparation
and fair presentation ofthe 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 such 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 ofthe consolidated financial starements.
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit

opinion.

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

financial position of Northstar Group Services, Inc. as of December 31,2016 and 2015, and the results of their

operations and their cash flows for the years then ended in accordance with accounting principles generally accepted

in the United States of America.

2r4^t X/arta* LLf
New York New York
August 15,2017

-2-
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NORTHSTAR GROUP SERVICES, INC.
Consolidated Balance Sheets
As of December 31, 2016 and 2015

thousands, sharu data

20r52016

ASSETS

CURRENTASSETS
Cash

Accounts receivable - net

Costs and estimated earnings in excess of billings
on uncompleted contracts

Inventories - net

lncome tax receivable

Prepaid expenses and other current assets

Total current assets

Prope$ and equipment - net

OTT{ER ASSETS

Goodwill
Other intangible assets - net

Restricted cash

Unbilled accounts receivable

Other noncurrent assets

Total assets

$ 2,821

125,479

11,081

4,177

542

10,096

l54,tg5

23,391

139,525

30,511

r97

17,4gl
1,507

$ 366,807

$ 838

155,378

18,466

4,695

6,939

186,316

26,061

138,917

42,360

166

955

$ 394,775

The accompanying notes are an integral part of these consolidated/inancial statements.

-3-
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NORTHSTAR GROUP SERVICES, INC.
Consolidated Balance Sheete
As of December 31, 2016 and 2015
(in thousands, except share data)

20r6 20r5

LIABILITIES AllD STOCKHOLDER'S EQUITY

CURRENT LI,ABILITIES

Checks in transit

Current maturities of long-term obligations

Accounts payable and accrued contract costs

Accrued expenses and other current liabilities

Billings in excess of costs and estimated earnings on

uncompleted contracts

Income taxes payable

Total cunent liabilities

NONCURRENT LIAB ILITIES
Long-term obligations

Income tax liability
Due to parent

Deferred income taxes

Total liabilities

Commitments and contingencies (Note I l)

ST0CKHOLDER'S EQUITY

Common stock (Sl par value; authorized, issued and outstanding

100,000 shares;December 31,2016 and 2015, respectively)

Additional paid-in capital

Accumulated deficit

Total stockholder's equity

Total

356.780 372,996

100

l{t,4l3
(131,486) (119,734)

10,027 21,779

$ 366,807 $ 394,775

$-
3,758

70,575

32,714

4,286
7

I I1,340

237,680

621

1,000

6,139

$ 1,139

19,967

83,049

36,735

7,027
7

147,924

215,070

664

7,179

8,1 59

100

141,413

The accompanying notes are an integral part of these consolidatedfinancial statements.
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NORTHSTAR GROUP SERVICES, INC.
Consolidated Statements of Operations
For the years ended December 31, 2016 and 201'5
(in thousands, qxcept sharc data)

2016 2015

Revenues

Cost ofrevenues

Gross profit

Selling general, and administrative expenses

Operating income

oTrrER rNcoME (DpENSE)
Interest exp€nse

Amonization expense

Management charge to related party

Other - net

Total other income (expense)

Loss before income taxes

Income tax benefit

$ 572,9t3 $ 652,326

482,313 549,960

90,600

64,979

25,622

(23,467)

(t4,787l.

(30s)

(995)

(39,554)

(t3,932)

103,366

73,720

29,646

(t9,434)
(15,531)

(343)

(348)

(35,656)

(6,010)

Net loss

The accompanying notes are an integral part of these consolidatedfinancial statements.

(2,180) (5,794)

$ (l 1,752) $ (216)
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NORTHSTAR GROUP SERVICES, INC.
Coneolldated Statements of Changes in Stockholdera Equity
For the years ended December 31, 2016 and 20t5
{in thoueands, except share data)

Common Stock Additionel Total

Number of Paid-in (Accumulated Stockholder's

Sheres Amount Ceptal Dcficit) Equi8

Balance-December3l,20t4 100,000 $ 100 $ 141,4t3 $ (l19'518) $ 21,995

Net loss

Balance - December 31, 2015 100,000 100 l4l,4l3 (119,734) 21,779

Net loss

Balence - Decembcr 31,2016 100,000 $ 100 $ l4l,4l3 $ (l3l'480 $ 10'027

The accompanying notes are an integral part of these consolidatedfinancial statements.
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thousands, except sharc

$ ( 1 1,752)

25,951

762

(se)

7,903
(2,020)

19,032
518

(3,771)
62

(r 5,215)
(5,160)

(s8s)

15,466

(608)
(31)

(7,973)
840

(7,772)

62,600

(48,550)
(20,068)

o*u
(179)

(5,711)

1,983

$ (216)

26,21s
I,3gg
(l l7)

3,017
(2,830)

(t2,702)
1,065

(2,998)
88

(3,820)
5,231

(3, I 83)

I I,l4g

2015
CASH FLOWS FROM OPERATING ACTIVITIES

Net loss

Adjustments to reconcile net loss to net cash
provided by operating activities

Depreciation and amortization
Bad debt expense

Gain on sale of fixed assets

Accrued interest expense - non-cash
Deferred income taxes

Changes in operating assets and liabilities
Accounts receivable and costs and estimated

eamings in excess of billings on uncompleted contracts
lnventories
Prepaid expenscs and other current assets
Other noncurrent assets
Accounts payable and billings in excess of costs

and estimated eamings on uncompleted contracts
Accrued expenses and other current liabilities
lncome taxes

Net cash provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES /
Payments associated with purchase agreements, net of cash acquired
Restricted cash

Capital expenditures

Proceeds from sale offixed assets

Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from line of credit
Repayments of line of credit
Principal payments on long-term obligations
Deferred financing costs paid
Proceeds from issuance of long-term debt
Contributions and advances from parent - net

Net cash used in financing activities

Net increase (decrease) in cash and cash equivalents

Cash - beginning of year

Cash - end ofyear

The accompanying notes are an integral part of these consolidatedfinancial statements.

(4,828)
756

(4,072)

1 21,1 00
( I I 1,600)
(rs,692)

(1,594)

169

oun,
(s41)

1,379

$ 2,821 $ S38

-7 -
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NORTHSTAR GROUP SERVICES, INC.
Consolidated Statements of Cash Flows
Forthe years ended December 3{, 2016 and 2015
(in thousands, share data)

2016 2015

Supplemental disclosures of cash flow:

Information - cash paid during the year for

Interest

lncome taxes

Noncash transactions:

Assets acquired pursuant to capital leases

$ 15,253 $ 17,064

-

s 654 $ 290

$ 1,298 $ 9,899

The accompanying notes are an integral part of these consolidatedfinancial statements.
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NORTHSTAR GROUP SERVICES, INC.
Notes to Consolidated Financial Statements
December 31, 2016 and 2015
(in thousands, except share data)

ORGANIZATION AND BUSINESS

NorthStar Group Services, Inc. (forrnerly LVI Services lnc., the "Company") is a wholly owned subsidiary
of NorthStar Group Holdings, LLC. The Company provides a number of building facility services
including asbestos abatement, lead abatement, mold remediation, emergency disaster response, interior and
structural demolition, salvage and recycling of related materials, fireproofing, design-build, repair,
remodeling, and new construction services, and other specialty contracting services to a broad range of
commercial, industrial, and institutional clients located throughout the United States. The Company
provides its contracting services through its wholly owned subsidiaries: NorthStar Demolition and
Remediation, Inc. (also doing business as NorthStar D and R, Inc., LVI Facility Services of CT, Inc.,
Northeast Rernediation, Twin Brooks Environmental, and LVI Environmental Services), Northstar
Dernolition and Remediation, LP, NorlhStar Contracting Group, lnc.. NorthStar CG, Lp (also doing
business as EWR, Nutech Concrete Sawing and Drilling, Nutech Sawing and Drilling, Nutech, Renu, Renu
Recycling Services, Environmental Waste Resources, Nuprecon Acquisition, LP, Nuprecon. Lp and
Nuprecon), Northstar Recovery Services Inc., NorthStar Federal Services, Inc. (also doing business as
Randolph Construction Services), LVI Environmental Services Inc., TEG/LVI Environmental Services lnc.
(also doing business as Structural Protection Services Systems), LVI Facility Services Inc., LVI Services of
North Carolina Inc., and LVI Environmental Services of New Orleans, Inc.

Liquidity and Capitalization

Ln2014, the owners of the Company entered into a contribution agreement to acquire certain demolition
contractors from the former owners. Subsequent to completing this acquisition, the Company and the
former owners filed lawsuits against each other (the "lnvestor Dispute"). As disclosed in Note 8 - Long
Term Obligations, due to the delays related to the lnvestor Dispute the Company failed to deliver the
audited 2015 and 2016 financial statements and subsequent quarterly compliance certificates to its lenders
by the dates required in its credit agreements. These events of default, coupled with the unwillingness of
the Company's former investors to provide additional suppoft to the business, sigrificantly constrained the
Company's access to liquidity and capital. On June 12,2017, the Company entered into the recapitalization
transaction described in Note 13 - Subsequent Events, addressing the prior liquidity issues and pioviding
new capital to the business.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation

The accounting and reporting policies of the Company conform to generally accepted accounting principles
in the United States of America ("U.S. GAAP"). References to U.S. GAAP are to the Financial Accounting
Standards Board ("FASB") Accounting Standards Codification (the "Codification" or "ASC"). Certain
reclassifications have been made to prior year amounts to conform to the current year's presentation.

Principles of Consolidation

The consolidated financial statements include all of the accounts of the Company and its wholly owned
subsidiaries. All significant intercompany accounts and transactions have been eliminated in consolidation.

2.
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NORTHSTAR GROUP SERVICES, INC.
Notes to Consolidated Financial Statements
December 31, 2016 and 2015

thousands, except share data

Use of Estimates

The preparation of the consolidated financial statements in confonnity with U.S. GAAP requires

managemenl to make estinrates and assumptions that affect tlie amounls of assets and liabilities, as well as

revenues and expenses at the date ofthe consolidated financial statements and accompanying notes.

Significant estimates made relate to percentage of completion accounting, revenue recogrition, income

taxes, tlre deterrnination of the allowance for doubtful accounls and the valuation of consideration

transferred in business combinations. Actual results could differ rnaterially from those estimates.

Cash and Cash Equivalents

For financial reporting purposes, the Company considers highly liquid investments, purchased with original

maturities of three months or less, to be cash and cash equivalents. As of December 31, 2016 and2015,

cash consisted ofcash on deposit.

Restricted Cash

Restricted cash relates primarily to cash pledged to fund paid losses within the deductible limits of the

Conpany's workers' conrpensation insurance program.

Inventories

Inventories are stated at the lower of cost or market using a first-in, first-oul basis to determine cost'

lnventories consist of consumable materials and small tools used in the business. The Company records an

allowance for shortage arrd damage based on historical trends and any known changes in the inventory

balance.

Construction-Type Contracts

In accounting for long-term construction-type contracts, including salvage revenues, the Company follows

tlre provisions of ASC Topic 605-3 5 Revenue Recognition - Conslruclion-T1,pe and Produclion. Depending

on the commercial terms of the contract, revenues are recognized either when costs are incurred, or using

the percentage of cornpletion method of accounting by relating contracl costs incuned to date to the total

estimated costs at completion. Contract losses are provided for in their entirety in the period they become

known, without regard to the percentage of completion, and for the years ended December 3l , 2016 and

2015, the Company recorded $229 and $254 for loss contracts, respectively. The Company also recognizes

as revenue costs associated with claims and unapproved change orders to the extent it is probable that such

claims and change orders will result in additional contract revenue, and the amount of such additional

revenue can be reliably estimated. Revenues are recorded net ofsales tax. Contract revenues include

revenues from salvage proceeds for the years ended December 31,2016 and2015 totaling $28,145 and

$20,084, respectively. The asset costs and estimated eamings in excess of billings on uncompleted

contracts represents revenues recognized in excess of amounts billed. The liability billings in excess of
costs and estimated earnings on uncompleted contracts represents amounts billed in excess of revenues

recoenized.

t0 -
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Revenue Recognition of Claims

Claims receivable represent amounts in excess of the contract price from customers or others for
unanticipated additional costs, when the additional costs result from customer-caused delays, errors in
specifications and designs, contract terminations, and change orders in dispute or unapproved as to both
scope and price. Such amounts are accrued as additional revenue when recovery is probable and the
amount can be reasonably estimated, however, only to the extent that costs relating to the claim have been
incurred. Claims receivable for projects that are complete are presented in either unbilled accounts
receivable, if recovery of the claim is expected within one year of the balance sheet date, or unbilled
accounts receivable, noncurrent if the clairn, and related litigation if applicable, is expected to require more
than one year to be resolved. Projects still in progress are presented in costs and estimated earnings in
excess of billings on uncompleted contracts. Revenue subject to claims as of December 31, 2016 and2015
was $18,1l7 and $13,194, respectively, of which $17,491 and $0 have been classified as long-term assers,
respectively.

Accounts Receivable

Retained accounts receivable represents amounts owed by clients for services rendered which are not due
until completion of the related contracl. Unbilled accounts receivable represents revenues recognized in
excess of amounts billed on completed contracts. Accounts receivable including retained and unbilled
accounts receivable are expected to be collected within one year. The Company estimates an allowance for
doubtful accounts based on historical bad debts, factors related to specific customers' ability to pay, and
current economic trends. The Company writes off accounts receivable against the allowance when
management detennines the balance is urrcollectible and the Company ceases collection efforts.
Management believes that the allowance recorded is adequate to provide for anticipated credit losses.

Property and Equipment

Properfy and equipment are carried at cost less accumulated depreciation. Depreciation is provided on the
straighrline method over the estimated useful lives of the related assets, ranging from three to seven years.

Goodwill and Intangible Assets

Goodwill represents the excess of cost over fair value of the net assets purchased in acquisitions. The
Company accounts for goodwill and certain indefinite-lived trademarks in accordance with ASC Topic 350
Intangibles - Goodwill and Other. lntangible assets that are not subject to amortization, such as goodwill
and indefinite-lived trademarks, are subject to periodic testing for impairment under ASC Topic f SO. fne
Company performs an annual impairment analysis at December 3l or instead may perform a qualitative
assessment to determine whether it is more likely than not that the fair value if its reporting unit is greater
than its carrying amount. The more likely than not threshold is defined as having a likelihood of more than
50%. Testing for impairment is to be done at least annually and at other times if events or circumstances
arise that indicate that impairment may have occurred.

As a result of performing the first step of its two-step annual impairment analysis at December 31, 2016 and
2015, the company has concluded that there has been no impairment of goodwill.

lntangible assets determined to have definite lives are amortized over their useful lives. Other intangible
assets include customer lists and acquired contracts. Customer lists are amortized on a straieht-line basis

lt
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over a period of between three to five years. Acquired contracts are amortized on a straight-line basis over

one year, representing the approxirnate contract performance period.

Recoverability of Assets

In accordance with ASC Topic 360, Property, Plant and Equipntent, the Company's long-lived assets are

reviewed for impairrnenl whenever events or changes in circumstances indicate that the net carrying amount

may not be recoverable. Wren suclr events occur, the Company measures impairment by comparing the

carrying value of the long-lived asset to the estimated undiscounted future cash flows expected to result

from use of the asset and its eventual disposition. lf the surn of the expected undiscounted future cash flows

is less than the car'rying amount of the asset, the Cornpany would recognize an impainnent loss. The

impainnent loss, if determined to be necessary, would be measured as the amount by which the carrying

amount of tlre asset exceeds the fair value of the asset. The Comparry detennined that there was no

impairment of long-lived assets duringthe years ended December 31, 2016 and 2015.

Deferred Financing Costs

The Company amortizes deferred financing costs over the life of the related debt using the straight-line

method, which approximates the effective interest rate rnethod.

Fair Value of Financial Instruments

The guidance in ASC Topic 825, Financial htstruments paragraphs l0-50-16 through 50-19, requires

disclosure of fair value information about financial instruments, whether or not recognized on the balance

sheet, for which it is practicable to estimate that value. In cases where quoted market prices are not

available, fair values are based on estimates using present value or other valuation techniques, and are

determined in accordance with the provisions of ASC Topic 820, Fair Value Measuremenls and

Disclosures. ASC Topic 825 excludes certain financial instruments and all nonfinancial instruments from

its disclosure requirements. ASC Topic 820 defines fair value, establishes a framework for measuring fair

value and expands disclosure requirements about fair value measurements for financial reporting. The

guidance establishes a three-tier value hierarchy, which prioritizes the inputs used in measuring fair value.

These tiers inctude: Level I - defined as quoted prices in active markets for identical instruments; Level 2 -

defined as observable inputs other than quoted prices in active markets; and Level 3 - defined as

unobservable inputs in which little or no market data exists, therefore requiring an entity to develop its own

assumptions. The carrying value and estimated fair value of long-term obligations at December 31,2016
was $246,45 3 and $244,527, respectively. The carrying value and estimated fair value of long-term

obligations at December 31,2015 was$242,989 and $237,872, respectively. There are no quoted prices in

active markets or other inputs that are either directly or indirectly observable for the long-term obligations,

and therefore the Company measured the fair value of the long-term debt obligation by comparing the

movements in the risk-free rate and the spread of the Baa corporate bond rate from the date of the inception

of the debt (Level 3). Because of the short maturities, the carrying amounts of the other financial

instruments approximate fair value.

Income Taxes

The Company accounts for income taxes under the provisions of ASC Topic 740, Income Taxes. Under

ASC Topic 740, acurrent or defened tax liability or benefit is recognized for current or deferred tax effects

ofall events recognized in the consolidated financial statements. Those effects are measured based on

provisions of current tax law to determine the amount of taxes payable or refundable currently or in future
ta
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years. The tax effects of earning income or incurring expenses in future years or the future enactment of a
change in tax laws or rates are not anticipated in determining deferred tax benefits or liabilities. Alt
deferred tax assets and liabilities are classified as non current on the balance sheets in accordance with ASU
2015-17, Balance Sheet Classification of Deferred Tues.

The Cornpany follows the guidance with respect to accounting for uncertainty in income taxes. This
guidance, located in ASC Topic 740, paragrapli 10-65, clarifies the accounting for uncertainty in income
taxes recogl'lized in the consolidated financial statements. The guidance prescribes a recognition threshold
and measurement attribute for financial statement recognition and measurement of tax positions taken or
expected to be taken in a tax return. The guidance in ASC Topic 740 slates that an "enterprise shall initially
recognize the financial statement effects of a tax position where it is more likely than not, based on the
technical merits, that the position will be sustained upon examination." "More likely than not" is defined as
a likelihood of greater than 50% based on the facts, circumstances, and information available at the
reporting date. The Company includes penalties and interest as income tax expense.

Recent Accounting Pronouncements

In January 2017,the FASB issued Accounting Standards Update (*ASU") 2Ol7-O4,Intangibtes{goodwitt
and Other: Simphfuing the Tesl.for Goodwill Impairment. The amendments in this update simpli$ the
subsequent measurement of goodwill by eliminating Step 2 from the goodwill impairment test. The
amendments in this update should be applied prospectively and will be effective for the Company's fiscal
year beginning January 1,2022. Early adoption is permitted for the year beginning in 201 7. Management
is currently evaluating the impact that the new guidance will have on its consolidated financial statements.

ln January 2017 , the FASB issued ASU 20 I 7 -01 , Business Combinations: Clarifiing the Definition of a
Business. The amendments in this update provide a more robust framework to use in determining when a
set of assets and activities is a business. The amendments in this update should be applied prospectively
and wif l be effective for the Company's fiscal year beginning January 1,2019. Management is currently
evaluating the impact that the new guidance will have on its consolidated financial statements.

ln August 2016,the FASB issued ASU 2016-18, Statement of Cash Flows: Restricted Cash (a consensus of
the Emerging Issues Task Force. The amendment requires an entify to include in its cash and cash-
equivalent balances in the statement of cash flows those amounts that arb deemed to be restricted cash
equivalents. The amendments in this update is effective for the Company's fiscal year beginning January l,
2018. Management is cunently evaluating the impact that the new guidance will have on its consolidated
financial statements.

In August 2016, the FASB issued ASU 2016-15, Statement of Cash Flows: Classification of Certain Cash
Receipts and Cash Payments (a consensus of the Emerging Issues Task Force). The amendment provides
updated guidance on eight specific cash flow issues, including debt prepayment or debt extinguishment
costs, settlement of zero-coupon debt instruments, contingent consideration payments made after a business
combination, proceeds from settlement of insurance claims and corporate-owned life insurance,
distributions received from equity method investees, beneficial interests in securitization transactions and
separately identifiable cash flows and application of the predominance principle. Early adoption is
permitted. The amendments in this update are effective for annual reporting periods (including interim
reporting periods within those periods) beginning after December 15, 2017 . Management is currently
evaluating the impact that the new guidance will have on its consolidated financial statements.

13
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ln February 2016, the FASB issued ASU 2016-02, Leases, which amends the existing guidance on

accounting for leases. The ASU requires lessees to recognize the assets and liabilities arising from all
leases, including those classified as operating leases under previous accounting guidance, on the balance

sheet. lt also requires disclosure of key information about leasing arrangements to increase transparency
and comparability alnong organizations. The new guidance must be adopted using a rnodified retrospective

transition approach and provides for certain practical expedients. The amendments in this update will be

effective for the Company's fiscal year beginning January |,2020. Management is currently evaluating the

impact that the new guidance will have on its consolidated financial statements.

ln September 2015, the FASB issued ASU 201 5-16, SimpliJying the Accountingfor Measurement-Period
Adjustntents. This ASU provides guidance to simplify the accounting for adjustments made to provisional
amounts recogrized in a business combination. Under the new guidance. an acquirer in a business

combination must recognize adjustments to provisional amounts that are identified during the measurement
period in the reporting period in which the adjustrnenl amounts are detennined. This is a change from the

previous requirement tlrat the adjustrnents be recorded retrospectively. ASU 2015-16 is effective for
interim and annual reporling periods beginning after December l5, 2015, and should be applied
prospectively to adjustrnents to provisional amounts that occur after the effective date. The Company

adopted this new standard in 2016, which did not have a material irnpact on the Company's financial
position, results of operations or cash flows.

In April 2015, the FASB issued ASU 201 5-03, Simplifi,ing the Presentation of Debt Issuance Cosrs. This
ASU changes the presentation ofdebt issuance costs on the balance sheet by requiring entities to present

such costs as a direct deduction from the related debt liability rather than as an asset. ASU 201 5-03 is
effective for interim and annual reporting periods beginning after December I 5, 20 I 5. The guidance

requires retrospective application and represents a change in accounting principle. The Company adopted

this new standard in 2076, which did not have a material impact on its consolidated financial statements, as

the application of this guidance affects classification only. Upon tlre adoption of this ASU, the Company

reclassified $7,953 from deferred firrancing costs to long{erm debt as of December 31,2015.

In February 2015, the FASB issued ASU 201 5-02, Amendntxents to the Consolidation Anabtsis. This ASU
amends the consolidation guidance for variable interest entities (VIEs) and general partners' investments in
lirnited partnerships and rnodifies the evaluation of whether lirnited partnerships and similar legal entities

are VIEs or voting interest entities. ASU 2015-02 is effective for interim and annual reporting periods

beginning after December 15, 2015. The Cornpany adopted this new standard in2016, which did not have

a material irnpact on the Company's financial position, results of operations or cash flows.

In January 2015, the FASB issued ASU 2015-01, Simplifuing Income Statement Presentation by

Elintinating the Concept of Extraordinary ltems. Under this ASU, an entity will no longer be allowed to

separately disclose extraordinary items, net of tax, in the income statement after income from continuing

operations ifan event or transaction is unusual in nature and occurs infrequently. ASU 2015-01 is effective
for interim and annual reporling periods beginning after December 31, 2015 with early adoption permitted.

The Company adopted this new standard in2016 and there was no material impact on the Company's

financial position, results of operations or cash flows.

In August 2014,lhe FASB issued ASU 2014-15, Disclosure of Uncertainties about an EntiQfs Ability to
Continue as a Going Concern. This ASU requires management to perform interim and annual assessments

of an entity's ability to continue as a going concern within one year of the date the financial statements are

-14-
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issued and to provide cerlain disclosures ifconditions or events raise substantial doubt about the entity's
ability to corttinue as a going concem. ASU 2014-15 is eflbctive for annual reporting periods ending after
December 15,2016 and subsequent interinr reporling periods. The adoption of ASU 2014-15 will not have
any impact on the Company's financial position. results of operations or cash flows.

ln June 2014, the FASB issued ASU 2014-l2,Accountingfor Share-Based Payments trlhenthe Terms of an
Av,ard Provide That a Perforntance Target Could Be Achieved After the Requisite Service Period. This
ASU requires that a perfonnance target that affbcts vesting, and that could be achieved after the requisite
service period, be treated as a performance condition. ASU 2014-12 is effective for interim and annual
reportingperiodsbeginningafterDecemberl5,20l5. TheCompanyadoptedthisnewstandardin20l6
alrd tlrere was l1o material impact on the Company's finarrcial position. results of operations or cash flows.

f n May 2014, the FASB issued ASU 20 | 4-09. Revenue./fum Contracts tuith Custonters, which outlines a
single comprelreltsive nrodel for entities to use in accounting for revenue arising from contracts wilh
custolners and supersedes most current revenue recognition guidance, including industry-specific guidance.
ASU 2014-09 outlines a five-step process for revenue recognition that focuses on transfer ofcontrol, as
opposed to transfer ofrisk and rewards, and also requires enhanced disclosures regarding the nature,
atnounto timing and uncertainty of revenue and caslr flows from contracts with customers. Major provisions
include determining wlrich goods and services are distinct and require separate accounting, how variable
consideration (which may include change orders and claims) is recognized, whether revenue should be
recognized at a point in time or over time and ensuring the time value of money is considered in the
transaction price. This ASU is effective for interim and annual reporting periods beginning after
Decentber 1 5, 201 8 and can be applied either retrospectively to each prior period presented or as a
cumulative-effect adjustrnent as of the date of adoption. Management is currently evaluating the impact of
adopting ASU 2014-09 on the Conrpany's financial position, results of operations and cash flows.

3. ACCOUNTSRECEIVABLE.NET

The balances in accounts receivable - net as of December 31.2016 and 2015 are as follows:

2016 201s

Billed
Retained

Unbilled

Total accounts receivable

Less allowance for doubtful accounts

96,694

23,403

7,225

115,677

24,675

16.862

t)1 7)') 151.214

(1,844) (1,836)

$ 12s,478 q_l!I;fqAccounts receivable - net

l5
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4. COSTS AND ESTIMATED EARNINGS ON UNCOMPLETED CONTRACTS

Costs and estimated earnings on uncompleted contracts as of December 3 I , 2016 and 201 5 consist of the

following:

2016 2015

Costs incurred on uncompleted contracts

Estimated eamings

Less billings to date

The above amounts are included in the consolidated

balance sheets under the following captions

Costs and estimated earnings in excess of billings

on uncompleted contracts

Unbilled accounts receivable, noncurrent

Billings in excess of costs and estimated earnings on

uncompleted contracts

Furniture and fixtures
Computer equipment
Leasehold improvements

Equipment

Vehicles

Land and buildings

Less accumulated depreciation

Property and equipment - net

$ 186,530 $ 241,625

30,119 43,428

276,649 285,053

208,430 273,674

$ 8,219 $ 11,439

$ 11,081 $

1,424

18,466

PROPERTY AND EQUIPMENT. NET

Property and equipment - net as of December 31,2016 and 2015 consist of the following:

2016

(4,286) (7,027\

s 8,219 S 11,439

2015

90,036
(66,655)

$ 23,381

$ 9s3

4,512
1,604

66,468

73,437

1,550

88,524
(62,463)

$ 26,061

1,052
4,941
2,625

66,401

13,467

-16-
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Depreciation expense for the years ended December 31,2016 and 2015 was $11,064 and $10,684,
respectively, which includes the depreciation ofassets under capital lease.

The gross amount ofassets acquired pursuant to capital leases total $17,456 and $15,266, offset by
accumulated depreciation of $8,220 and $5,333 as of December 3 l, 2016 and 201 5, respectively, and are
included in the table above.

6. GOODWILL AND INTANGIBLE ASSETS

Goodwill and intangible assets deemed to have indefinite lives are not amortized. Intangible assets
determined to have definite lives are amortized over their useful lives.

The Company's goodwill relates to acquisitions made in 2005, 2007,2009,2A12,20'14 and 2016. As of
December 31,2016 and 2015, goodwill consisted of the following:

2016 2015

$ 139,525 S 138,917

As of December 31, 2016 and 2015, the Company's intangible assets and related accumulated amortization
consisted of the following:

At the beginning of the year

Current-year acquisitions

At the end of the year

Deccmber3l 2016

Finite life. customer related

Finite lifc . t"denxarl$

Total intangible assets

Deccmber 31. 2015

$ 138,917

608

Accumulrted

Amortizrtion Impairmnt

$-$ 19,275

8,958

$ 28,233

Accumolrted

Anrortization Impainrent

$ 138,917

$ 17,725

12,786

$ 30,51I

Weigbted-

Avcregc

Usefrrl Life

2.4 yean

3.4 years

2.8 yean

Weighted-

Averrgc

Uscfrrl Life

$ 37,000

21,744

$ 58,744 t

Finite life - customer related

Finite life - ['adertarl<s

3.4 years

4.3 years

3.7 years

44.175 $ 18.864 $ 25.3t1

21,744 4,695

$ 65,919 $ 23,5s9

-17 -

l7,049

$ 42,360Total intangible assets
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Amortization expense related to intangible assets for the years ended December 31, 2016 and 2015 was

$l 1,849 and $ 14,309, respectively.

No impairment charges related to goodwill or other intangible assets were recognized in20l6 or 2015 in

connection with the annual goodwill impairment or qualitative assessment at December 31.

Amortization expense through 2020 and.thereafter, respectively, for intangible assets subject to
amortization is as follows:

2017

2018

2019

2020

202r
Thereafter

s 11,662

11,662

6,836

29

29

293

Total $ 30,51 I

7. ACCRUED EXPENSES AND OTHER CURRDNT LIABILITIES

Accrued expenses and other current liabilities as of December 3 I , 201 6 and 201 5 consist of the following:

2016 2015

Payroll and other compensation accruals

Workers compensation and other liability insurance

Sales tax

Management fees

Interest

Other

Accrued expenses and other current liabilities

s 7,763

10,008

1,011

1,688

1,095

ll,l49

g 32,714

$ 9,138

9,242

1,749

931

560

15,1 l5

$ 36,735

-18-
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8. LONG-TERMOBLIGATIONS

The current and noncurrent portions of long-tenn obligations by issuance as of December 31, 2016 and
201 5 ale as follows:

20r6 2015

Current portion of long-term obligations
Senior Secured Credit Facility

Tenn Loarr 
(ul

Lease obligations 
(")

Promissory note(d)

Short-term oblisations

Noncurrent portion of long-term obligations
Senior Secured Credit Facility

Revolver 
(")

Term Loan(ul

Mezzanine Term Loan(b)

Lease obligations 
(')

Less: Deferred financins costs

Long-term obligations

3,758

13,125

3,942

2,900

$ 3,758 L___J2p67

$ 43,550

143,947

49,244

5,954

(5,015)

$ 237,680

$ 29,500

142,792

42,596

8,135

(7,953)

$ 215,070

Amended and Restated Credit and Guaranty Agreement and Revolving Credit Facitity

On Aprif 23,2014, the Company entered into an Amended and Restated Credit and Guaranty
agreement (the "Credit Facility") with various lenders, consisting of a Term Loan of $165,000 (the
"Term Loan") and a $60,000 revolving credit facility (the "Revolver"). The capital stock of the
Company and its subsidiaries is pledged as collateral and the lenders have a security interest in
substantially all of the assets of the Company and its subsidiaries. The Credit Facility had an original
maturity of April 24,2019, whereupon the balance outstanding on the Term Loan and Revolver was
to be payable in full. Principal payments on the Term Loan are due quarterly in amounts as described
in the Credit Facility.

Interest is charged on both the Revolver and the Term Loan at an applicable rnargin percentage above
either the prime lending rate of Manufacturers and Traders Trust Company ("M&T") or above the
London lnterBank Offered Rate, at the Company's option. The applicable margin is on a sliding
scale based upon the Company's total debt leverage ratio as defined in the Amended Credit
Agreement, measured quarterly and payable in cash and kind. The effective rate on the Term Loan at
December 31,2016 and2015 was an annual rate of 6.2Yo and 5.7Yo, respectively payable in cash plus
0.8% payable in kind. ln addition, the Revolver has a fee on the unused portion of the facility that

t9
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ranges from 0.25Yo to 0.5o/o per annum, based on the applicable margin as specified in the Amended

Credit Agteernent. Interest on outstanding borrowings and the fee are payable rnonthly.

Amortization of deferred financing costs for the years ended December 31, 2016 and 2015 was

approximately $2,938 and $1,469, respectively, and classified as amortization expense in the

statements of operations.

As of December 31, 2016, the Company had outstanding letters of credit in the amount of $16,437

and had drawn $43,550 on the Revolver, which reduced the borrowing availability under the

Revolver to $13.

Due to detays related to the Investor Dispute, the Company failed to deliver the audited 2016 and

2015 financial statements and the quarterly financial statements comntencing with the fiscal quarter

ended December 3 I , 201 5 through and including the fiscal quarter ended March 31 , 2017 by the date

required by the Lenders, resulting in covenant violations. As described in Note 13, on June 12, 2077 ,

the Company's former owners transferred 100% of the ownership interests in the Company to a third-
party investor. As part of this transaction, the Lenders agreed to amend and restate the Term Loan in

a manner that restored the Company to full compliance under the amended credit agreement as of the

transaction date. The maturity dates of the Term Loan and Revolver were extended from April 24,

2019 to May 3l ,2021, with no principal paynent due until December 31,2019. As a result of the

subsequent Recapitalization, the Company has classified the Tenn Loan as a long-term liability as of
December 31,2016. The borrowing capacity under the Revolver was reduced to $55,000. ln

addition, the amended and restated agreement specifies that the requirement to cornply with financial

covenant ratios is suspended until December 31,2019.

(b) Mezzanine Term Loan

ln connection with an acquisition completed in2074, the Company entered into the Mezzanine Term

Loan on April24,2014 with a lender (the "Mezzanine Lender"), and received proceeds of $40,000.

The proceeds from the Mezzanine Term Loan were used to repay and cancel existing debt and to pay

transaction costs incurred in relation to the 2014 acquisition and the Credit Facility. The Mezzanine

Term Loan is subordinate to the Term Loan, and will mature on October 24,2019, whereupon the

balance outstanding will be payable in full. Interest is charged on the Mezzanine Term Loan at a

combined rate payable in cash and in kind. The amounts payable in cash and kind are determined

based on a sliding scale determined by the Company's senior leverage ratio as defined in the

Mezzanine Term Loan documents, measured quarterly. The effective rate on theMezzanine Term

Loan at December 31,2016 and 2015 was an annual rate of 2.5o/oand6.0Vo payable in cash, plus

15.5% and 12.}Yo payable in kind, respectively.

Due to delays related to the Investor Dispute, the Company failed to deliver the audited 2016 and

2015 financial statements and the quarterly financial statements commencing with the fiscal quarter

ended December 31, 2015 through and including the fiscal quarter ended March 31,201'7 by the date

required by the Mezzanine Lender. As described in Note 13, on June 12,2017 , the Company's

former owners transferred I 00% of the ownership interests in the Company to a third-party investor,

and the Mezzanine Lender contributed the entire balance outstanding under the Mezzanine Term

Loan plus $7,000 cash to the investor in exchange for an equity interest. TheMezzanine Term Loan

was then contributed to the Company and extinguished'

-20-
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Lease Obligations

The Company has leased equipment under capital lease agreements with various vendors for
equipmenl utilized in the performance of its work. The terms of the leases vary frorn 36 to 60 months
and carry interest rates ranging from 3.00% to 12.09Yo.

Promissory Note

On March 16,2012, in connection with an asset purchase agreement, the Company issued a
promissory note for $8,803 relating to the estimated remaining consideration payable to the sellers.
Per the purchase agreement, the Company was to pay the sellers additional purchase consideration,
tlre amount of which was estimated by the Company as of the date of the purchase agreement. On
March 14,2013, the Company agreed to rnodiff certain terms of the promissory note to set the full
amount of the additional purchase consideration at $9,000 and eliminate the requirement to make
annual true-up payments based on financial performance, and to modif the amount of the required
qualterly installment payments to $500, with payment of the remaining amounts owed on May 15,
2015. The Company recorded the value of the promissory note at its fair value as determined on the
date ofthe purchase agreement, and recognized accretion to the promissory note as interest expense
usingtheeffectiveinterestmethod. FortheyearsendedDecember3l,20l6and20l5,theCompany
recorded interest expense of $0 and $ I I , respectively, for the accretion of the promissory note.
Pending the outcome of ongoing negotiations with the sellers of Randotph, the Company did not
make the finalpayment that was due on May 15,2015 as specified in the amended purchase
agreement. The Company paid the sellers the remaining balance due of $2,900 in February and
March 2016.

At December 31,2016, the debt maturities and noncancelable capital lease obligations are as follows:

Long-Term Capital Total
Debt Lease Long-Term

Obligations Obligations Obligations

(d)

2016

2017

20r 8

2019

2020

Thereafter

Totalpayments

Less amount representing interest

$0
20,781

215,960

4,391

2,817

1,994

1,495

243

$ 4,391

23,598

217,944

1,495

243

236,741 10,930

1,219

s 236,741 S 9,712 $__2!!411

247,671

1,219

-21 -
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9. INCOMD TAXES

The provision for income to( expense for the years ended December 31,2016 and 2015 is as follows:

20t6 2015

The Company's effective tax rate for 2016 and 2015 differs from the federal statutory rate mainly as a result

of the state taxes, permanent differences, derecognition of uncertain tax benefits, and immaterial corrections

of basis of longJived assets.

The tax effects of the sigrrificant temporary differences that give rise to defened tax assets and liabilities as

of December 31,2016 and 2015 are as follows:

2016 2015

Current

Defened

lncome tax benefit

Defened tax assets

Allowance for bad debts

Compensation accruals

State deductions
Insurance reserves

Net operating loss

Other

Less: valuation allowances

Net defened tax assets

Defened tax liabilities
Depreciation and amortization

Tax attribute reduction

Investment in partnerships

Accrual versus percentage of completion

Total deferred tax liabilities

Net defened tax liabilities

s (160) s (2,964)

(2,020) (2,830)

$ (2,180) $ (5.794)

24,508 25,685

(9s3) (l,lsl)

$50?$
2,286

70

3,618

17,488

539

23,555

(8,783)
(4,368)
(7,049)
(9,494\

(29,694)

435

2,528
99

3,788

18,294

541

24,534

(10,674)
(4,441)
(4,124)

(13,454)

(32,693)

$ (6,139) $ (8,159)

aa
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As of December 3 I , 2016 and 201 5, the Company has federal net operaling loss caryforwards of
approximately $43,558 and $40.984, respectively, and state net operating loss carryforwards of
approximately $53,000 and $66,000. respectively. These federal and state net operating losses expire at
various dates through 2035. The Company has $3,040 of f'ederal net operating losses for which the tax-
effected benefit would be recorded to additiorral paid-in capital when such losses have been utilized to
reduce income taxes payable. The Company has deferred tax assets for net operating losses that could
become limited under lnternal Revenue Code Section 382 should a greater than 50%o ownership change
occur during a three year testing period.

Tlre Contpany lras recorded a valuation allowance as of December 31. 2016 and 2015 of $953 and $l.l5l,
respectively for state net deferred tax assets based on the Company's belief tlrat it is not rnore likely than
trot tlrat these net deferred tax assets will be realized. The tax provision includes a benefil of $198 and
expense of $37 for the years ended December 31,2016 and 201 5, respectively, for the change in tlre
valuation allowance.

For the years ended December 31,2016 arrd 2015. the Company recorded expense of $37 and a reversal of
$ 1,364, respectively for interest and penalties related to unrecognized tax benefits. The Company lrad
approximately $63 and $26 for the payment of interest and penalties accrued in noncurrent income tax
reserve at December 31,2016 and 2015, respectively. The total amount of unrecognized tax benefits
currently offset against existing tax attributes for federal and state net operating losses is $1 1,790. For the
year ended December 31,2015, the Company reduced its reserve for uncertain tax positions by
approximately $3.345 as a result of the lapse of the statute of limitations. It is not expected that the amount
of unrecognizedtan' benefits will change significantly in the next 12 months. All uncerlain tax benefits for
both years would affect the company's effective tax rate upon recognition.

The Company's tax years 2013-2016 remain open for federal purposes and for 2012 forward for most malor
state jurisdictions.

IO. COMMITMENTS AND CONTINGENCIES

Operating Leases

The Company and its subsidiaries lease office space, warehouse space, heavy equipment, and vehicles used
in the Company's business operations, under operating leases that expire at various dates through2023.
The lease agreements frequently include renewal and escalation clauses and require the Company to pay
taxes, insurance, and maintenance costs. Rent expense for occupied rental space is calculated on a straight-
line basis, and aggregated $4,557 and $5,364 for the years ended December 31,2016 and 201 5.
respectively.

201 901 4o-DEF-OPCPOD 1 -1 2-000204



CONFIDENTIAL

NORTHSTAR GROUP SERVICES, INC.
Notes to Consolidated Financial Statements
December 31, 2016 and 2015
(in thousands, except share data)

DocketNo. 20190140-EI

NORTHSTAR GROUP HOLDINGS, LLC AND NORTHSTARGROUP
SERVICES, INC. FINANCIAL STATEMENTS

Exhibit RAP-6
Page 205

As of December 3 I , 201 6, minimum annual noncancelable operating lease commitments with initial terms

in excess of one year are as follows:

Fiscal Years
2016

2017

201 8

2019

2020

Thereafter

4,867

3,751

3,209
2,497

1,396

1,1 16

Total 16,836

Insurance Policies

The Company has insurance policies for automobile liability, and commercial general liability, which

includes asbestos and lead insurance coverage on an occurrence basis. The Company's employees are

covered by workers' compensation insurance. The Company believes its insurance coverage to be

adequate; however, there can be no assurance that such insurance will adequately cover claims, if any, made

in the future. The Company retains self-insurance risk for per occurrence deductibles under each of the

above-referenced policies. Losses are accrued based upon the accumulation of estimates for reported losses

and include a provision for losses incurred but not repofied, based on past experience and actuarial

assumptions. The method used and the assumptions for estimating losses are regularly reviewed and

updated with adjustments if any, and reflected in current operations as a change in estimate. Management

believes that the accrual is adequate to cover losses incurred to date; however, this accrual is based on an

estimate and the ultimate liability may be more or less than the amount recognized.

Concentration of Credit Risk

Financial instruments that potentially subject the Company to credit risk consist primarily of contract and

trade receivables. Two customers accounted for 9.4o/o and I l.8olo of consolidated total accounts receivable

as of December 31, 2016 and 2015, respectively. ln addition, the Company holds cash in accounts that are

insured by the Federal Deposit Insurance Corporation ("FD|C") up to certain limits. At December 31,2016

and 2015, the Company had approximately $9,854 and $257 in excess of FDIC insured limits, respectively.

Risks and Uncertainties

The Company is required to meet certain licensing, financial, and operating criteria as established by

respective regulatory, governmental, and local agencies to bid and work in certain states. There is no

assurance that these agencies will not change the established criteria or that the Company will continue to

comply with the established criteria. Should the Company lose its ability to bid and work in certain states,

the operations, cash flows and financial position of the Company could be adversely effected.

The valuation of the Company's goodwill is based on estimates and assumptions that could differ

significantly from actual results. lfoperating results deteriorate, conclusions regarding the value ofthese

assets could change resulting in a significant adverse impact on the financial statements.

-24 -
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Surety Bonds

As is customary in the construction business, the Company is required to provide surety bonds to secure its
perfonnance under certain construction contracts. The Company's ability to obtain surety bonds prirnarily
depends upon capitalization, working capital, past performance, management expertise, and ceftain extemal
faclors, including the overall capacity of the surety market. Surety companies consider such factors in
relation to the amount of the backlog and their underwriting standards, which may change from time to
time. The Company's inability to obtain surety bonds in the future would significantly affect its ability to
obtain new contracts, which could have a material adverse effect on its business.

Letters of Credit

As of December 3 l, 2016 and 201 5, the Company had outstanding letters of credit of $ I 6,437 and $17 ,437 ,
respectively, for the benefit of the Company's surety bonding and deductibles under insurance policies.
Outstanding letters of credit reduce the amounl of borrowings available under tlre Credit Facility. The
letters of credit are automatically renewable unless participating parties notiff the other party 30 days prior
to cancellation.

Litigation

The Compamy is involved in various litigations that arise in the ordinary course of its business activities (see
Note 1). In management's opinion, based in part upon the advice of legal counsel, the Company's liability,
if any, based on the outcome of such litigation would not have a material adverse effect on the Company,s
consolidated fi nancial statements.

Certain Fees Payable to Advisors; Management Agreement - Related Parties of the Company

On April 23,2014, the Company entered into a new management services agreement pursuant to which
certain of the Company's investors (the "Advisors") will be paid $750 per year for certain managemenr,
business and organization strategr, and merchant and investment banking services rendered to the Company
(the "Management Agreement"). Such fees were negotiated by representatives of the Advisors and the
Company. The Management Agreement has an initial term of 10 years. The amount payable to the
Advisors as of December 31, 2016 and 2015 was $1,688 and $931, respectively. In connection with the
Recapitalization (see Note 13), the Management Agreement was cancelled and no payment was made
thereunder.

RELATED-PARTY TRANSACTIONS

During the years ended December 3 I , 2016 and 201 5, the Company paid rent expense of $224 and $250,
respectively, to entities in which certain Company employees have an equity interest. The Company
incurred expense of $750 in each of the years ended December 31, 2016 and 2015 relatine to the
Management Agreement.

DEFINED CONTRIBUTION SAVINGS PLAN

The Company has established a contributory tax deferred 401(k) plan covering substantially all of its non-
union employees. Eligible employees may contribute up to l5% of their compensation to this plan, subject
to the annual Internal Revenue Service limit, and the Company will make a matching contribution of Z5%
of the first 60lo contributed by the employee. Amounts contributed by employeer ur" t00% vested. The

-25 -
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Company matching contributions vest over a five-year period, as defined in the plan documents. Total
Company matching contributions to the plan for the years ended December 3 I , 20 I 6 and 201 5 was
approximately 5678 and $550, respectively.

13. SUBSEQUENTEVENTS

The Cornpany considers the principles and requirements for subsequent events, includirrg (l ) the period
after the balance sheet date during which nanagement of a reporting entity shall evaluate events or
transactions that may occur for potential recognition or disclosure in the financial statements; (2) the
circumstances under which an entity shall recognize events or transactions occurring after the balance sheet
date in its financial statements; and (3) the disclosures that an entity shall make about events or transactions
after the balance sheet date. The Company has evaluated subsequent events through August 15,2017, the
date that these consolidated financial stalements were available to be issued.

On June 12,2017, the Company's former owners transfened 100% of the ownership interests in the
Company to a third-party investor ("lnvestCo") who then made a significant equity investrnent in the
Company to fund, among other things, the reduction in debt noted below (the "Recapitalization"). As part
of the Recapitalizatiorl, the Mezzanine Lender contributed the entire balance outstanding under the
Mezzanine Tenn Loan plus $7,000 cash to InvestCo in exchange for an equity interest in InvestCo. The
Mezzanine Term Loan was then contributed to the Company and extinguished. InvestCo paid $51 ,323 to
and on behalf of the Lenders, affer which the balance outstanding on the Senior Secured Credit Facility and
Revolving Credit Facility was reduced to $140.000 and $0, respectively, with the related credit agreement
amended to extend the duration and include the new terms disclosed in Note 8.

-26-
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North*a. G@up s.rubar, Inc. b a provldrr of faclllty md lnvlr@mantal iolutloE. Thr faclllty icrvlccr contr.dor olh6 aibdtog {baimlm and a vatt aaray of tarulcat io
Gwm.dd, Indurtrial, govarnmant and pdvata ilctor dttomarr. Othcr rcfllccs Includ!: Olmolltlon. Emartrncy and oiialtar Rcipon3a, Nuclc.r DacohmlsslonlnS, Comhcrdal
and Industrial faclllty Deconstrudlon, Wata. Rgolrce Managcmcnt and Slte Prcparatlon sctui@s- In addition, lt provldes a lull range ol remedlation contrading sedlces

including trench drilling, opcration and maintenanac services, and storage tank removai.

Nodhstar 6ro!p SeNices, Inc. (fomerly Lvl Sericrs lN.) is wholly owned and thc prlmary subsidiary of Northstar Group Holdlngs, LLC. Northstar Group serices, Inc has several

wholly owned subsidiaries: Northshr Demolition and Remediation, Inc.; Norhsbr Demolitionand Remediation, LP; NorthstarContracting Group, Inc.; NorhsbrcG, LP; Nodhstar
Recoverserices,|nc.;North5tarFedera|serice5,|nc.;LV|Environmenta|serices,|nc.;TEG/LV|Envilonementa|services|nc.;|"V|Faci|ity5e
Carolinalnc.;andLVlEnvironmentalServiesofNewOrleans,lnc. ThefinahcialsforNorthstrrGroupHoldingswereusedsinceNodhslarGroupSericesistheprimarysubsidiary
and the Holdingstinancials were audited.

Norlhstar Gruup Srfncc$, ln(
Nonhsbr Group Holdmsr

(tTh@stdt)

LiouidiF FY20l5 FY20l4

Cuftnt R.do 1.26 l.l0
Caih Rrho

CFO/Cuml U.b 0.08 (0.07)

Brhn c Shcct 6Thou..nd.) FY20l5 FY2014

Carh and Carh Equlv
Tot.l tue{t
Td.l Dcbl

Total Equity

Tmgible N€l Worlh

M@dys _!!g,-Ilx!ly_ lnrcd.l
R.trna l)!t(brd laatrnt l).rel$d Rdtnt Dot.lld Rrlln8

NR NR

NIt NR

EBIT/ Inteftll ErF

EBITDA / Interd Exp

0.69

2.M

235

(0.E9)

0.45

0,I0

dr)1,890 403.624

242,990 241,293

21,779 21,995

(159,498) (173.591)

EEIT

EBITDA

Cash tuom Ops (CFO)

Funds from Ops (FFO)

652,326 473,240

13,42,t 01,935)
39.639 5,982

11,689 111,612]

26,157 (12,060)

Total D€bl / Total CaD 927. 92e"

Debt Ratios FY2015 FY20l4

20.n e0.78)
9.29 (20.01)

5.13 40.34

Free Cash Flow 6,861 05,451)
FY20l5

Total Debt / CFO

Tohl Debt / FFO

T{{al Dsbt / EBITDA

M.*et C.p -.umnt

Net Prcfit Mar8in

R({urn on Capll.l

0.090 -2.7eo

{.1,1, -3.1e,,

{.190 -4.89,

Financial statements were not audited or reviewed by an independent third party.

Accumualted Deficit of S(119,734) and S(119,518) in 2015 and 2014, respectively.
On April 23, 2014, Northstar entered into a 100% contribution agreement of assets with the former owners of the NCM Subsidiaries in exchange for 37.5%

ownershipinNorthstarGroupHoldings,LLc. NetassetsaquiredbyNorthstarare513T,T16.Eothpartiesoftheagreementfiledlawsuitsagainsteachother
after the acquisition which may require adjustment to the final purchas price and related income taxes through current earnings pendinB the outcome.
On October 31, 2014, Northstar completed an Asset Purchase ABreement with WRS InfEstructure & Environement, Inc, of consideration of 55,117 which was

financedthroughtheissuanceofownershipunitstothecompany'smembersinexchangeforanequitycontributionofSS,000, Basdonanappraisalofthe
assets purchasd, Northstar realized a gain on bargain purchase of 55,476 (included in net income),

OnMarchlS,2012,NorthstarenteredaStdkPurcha*Agreementforl00%ofthesharesofcapitalstockofRandolphConstructionSeryices,lnc. Thetotal
purchase price was 59,053, of which 5250 was paid in cash and a promissory note was i$ued for the remaining 58,803.
On Septem ber 7, 2012, Northstar obtained a First Lien Term Loan of 570,000, a 540,000 revolver, and a Second Lien Term Loa n of 520,000. Two investors of
theSecondLienLoanwereequityinvestorsinthecompany'sstock. CapitalstockofNorthstaranditssubsidiariesispledgedascollateElandthelendershave
a secuirty inter€st in substantially all assets of Northstar and its subsidiaries. The First lien loan requires quarterly principal payments and has an original
maturity date of Septem ber 6, 2017, whereupon the outstanding balance of the First Lien Loa n a nd the revolver are due. The Second Lien Loan will mature on

March 5, 2018.

On Ap.il, 24, 2014, Northstar amended the above Credit Agreement in relation to the NCM aquisition. Northstar borrow€d an additional term loan in

aggregateof$9T,S25,increasedtheborrowingcapacityundertheRevolverto560,000,andextehdedthematuritydatetoApril24,2019. Simultaneously,

NorthstarenteredintotheSeniorSubordlnatedPuchaseandGuaEntyAgreementwithanotherlehderfor540,000(MezzanineTermLoan). Proceedsform
thes borrowings were used to repay and cancel the Second Lien Loan and Old NCM Debt. The Mezzanine loan is subordinate of the First Lien and will mature
on October 24, 2019.
As of December 31, 2015, the company had outstahdin8 locs of 517,437 and had drawn 529,500, which reduced the Revolver borrowinB capacity to S13,063.
LOCS are used for the benefit ofthe companv's suretv bonds.

AsofDecember3l,2014,NorthstarfailedtocomplywithcertaincovenantsoftheFirstLienLoanandtheMezzanineTermLoan. Lendersagreedtoam€nd
certain portions of the First Lien Loan and to waive certain evehts of default that had occured. Certain covenant ratios contained in the First Lien Loan were
modified.

Based upon the key risks drivers and curent overall financial condition, Northstar 6roup Services, Inc. warGnts an internal credit cting of 7

Additional Nok6:
I'PE increased by $8M, and depreciahon increased

LOCS ate used fn suretY bonds

Pnnied on sr0l202{)

At 1l:26AM
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Owner'6 Equjty (excl. Minority InEr6t)
Tdal E$ity
Tdd C.pli.l{dm
Gmdslll
Olhc.lntegtu. AFs
Tdal liteglble A3s6
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Operating lncon
Ndlnffi(tsr)
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EBIT

EBITDA
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n
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4,014

19,957 17,4U 7,823

223,023 219,415 98,5s2

242,9n 241,293 10,5,375

2r,779 21,995 9.922
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Orano USA LLC

or.no SA

RalinA

Nll
tJt|.

Date lssud Raling IhL' lrsel llating Dato l$!od

Nti
4/5/20 rS

lnlcrnol

Roting

not rrlcd
5

Hodqlanor& n wranhgtd, o.9.. 9|w usA r! a Fs[R r@nobgy aE eryr6 prdrd* ror offihradhc sulffi nrcrs amryy racm
u$d tuol nahog6monl, todoral alL cloanlp and cbalm, and tho lele ot ur.nl!m, convslon, and enrbhm.nl sdl$! lo the U.S. cofrmercial and
fedordl marlcla. Pdor lo a Clobal rebraMlng In Jrnulry 2018, Or8no USA wes AREVA Nud$r M8leirlr.
Orano USA includes nva bodns llnoa:

DAD (Docommisionlng & Dlsmantling), ba$d in Washlnglon, D.C., appllesglobal D&D experllse lo the U.S. m6fi€t, including the plenned

dlfrantllng of the Vemont Yank€e Fedor veslduring de@hmissioning.
FcdeEl S€rui€s, bss€d In Nodh Cardln€, prcvido! nucleartu€l cycl€ t€chnologl€s and envircnmenlgl managahent sorvles lo ihe U.S. loderal
government, and is a key parlngr In be MOX Serylces mnsodlum bullding the MOX Fuel Fabricstion Facllity (MFFF) in South Carollna
Mlnlng, Conversion. Endchnent (MCE) Sales, ba6od in Virginla. ;s e @mpetlllva provider of longlerm uranium mnlEcls for U.S. utillty customers.
Orano Md, (fom€dy AREVA Mod) basd ln Texas, ls developlng @nc6Ffighting iotopes for radlolmmunotheepy, with re6earch prcgrsslng lor lhe
naxl phae ol FDA !pp.wel.
lN An.de!. br6d lo Merr.rd, lt e globgl P|@lder ol doEge, tanryorlrtlon and llold eryle! lor uled n$lsar tod and radloacllvo rcsle, wlth lla
NLTHOMSO ussd nucleerl@l stoEg€ syc.m securuly op€rallng at more thsn 30 U.S. sltas

USA (fonerly AREVA Nuclear Materials),Fed is the U.S. subsidiary oI Orm, a global nudear fuel cycle ompany

arf
Liquidity FY2017 FY20l6

Cunent Ratio 0.70 0.52

Interest Coveratc FY2017 FY2016

EBIT / Interest Exp

EBITDA / lntercst ExpCash Ratio

CFO / Current Liab

o.27 0.17

0.04 0.09

(0.48) 0.e2

4.78 5.O7

2.45 5.14FFO lntercst Coverage

Emingr & Csh Flow ($Millions) FY2017 FY2016

Cash and Cash Equi\

T(rtal As*ls
Total Debt

T0tal Equity
Tangiblc Net Woith
Total Dcbl / Total Cap 84% 121"/"

Debf nailo6 FY20l7 FY20l6

1,950 1,4U

22,212 21,4t4
5,105 5,873

952 (1,016)

(1,s80) (3,920)

Rcvenue

EBI'I

EBITDA
Cash from Ops (CFO)

FMds from Ops (FFO)

3,926 4,401

(eel 202

979 1,110

312 767

299 906

Fre Cash Flow 225

Mcaures
Totol Dcbt / CFO

Toral Dcbl / FFO

Total Debt / EBITDA

Market Cap - @rmt

16.36 7.66

17.07 6.48

s.2r 5.29

Net Profit Margin
Retum on Assts
Retum onCapital

-9.2v" -7.9%

-1.7v. -1.6"k

-6.6V" -7.2%

Govemment Support- S&P includes 3 notches ofsupport based on its belief that Orano would be supported by the government of
France if needed.
Restru€turing- Japan Nuclear Fuel Ltd. and Mitsubishi Heavy industries contributed €500M ih additional equity in Febiuary 2018.

Per S&P:
. Orano has reported EBITDA ofclose to €1 billion for 2017, despite
challenging industry conditions, and its recent restructuring and capital
increases have improved its liquidity and capital strlcture.
. We think Orano will continue to focus on cost-cutting and genecte
moderately positive free operating cash flow,6nabling itto reduce net
debt in 2018-2020.
. Consequently, we are upgrading Orano to '88+' from 'BB'.
. The stable outlook reflects our view that Orano will be able to reduce
adjusted debt to E8|ToA to below 5.5x in 2019-2020 despite challenging
industry conditions, supported by its sizeable, long-term order backlog.

Orano's 2017 financial picture rs weak, but likely governmenl suppon and the equity infusion in February 2018 improv€ Orano s

ICR Orano is assigned an Interna rating of5

Printed on 512012020

At 11:26 AM
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Orano USA LLC ftnmcials areoranoSe

Smnary Finmcials Eurc

FY2IJ17

Baluce Shect lhms
Cash ddc6h Equiv.

Arcats Reeivabh
Cl|mt Assets

ToLl Arstr
C!rent Liabilities

Shqt-tem debl (excl. CM of LT Debt)

Curent Maturities of LT Debt

LT Debt (dd. @nt haturities)
Totrl Debt

Midity lnteet Equity (if septrate)

Owrers Equlty (excl, Minalty lnt4r6t)
Toall Equity

Tot l Clplhllalio
G@dwill
Other Intrngible Ass*
Total Intantible Assets

T.nSitb Net Wdth (l,sml}) (49?OO)

Incomc shtlnanl lkms
RsenG
Op66lin6lntlm
Nel Inme (L6s)
Int€Est ExFr$
Td ExFs (Bem6t)

De?r & Anwl ExFn*
SBIT

SERVICES, INC. FINANCIAL STATEMENTS
Exhibrt RAP-6

Paee2ll

1,950.0 1,434.0

1,6u7,0 1,502.0

5,095.0 441il.0
22,212.0 27,474.0

,,:.0 8,a:0

429.0 1,022.t\

4,676.0 i,851.0

5,105.0 5,873.0

(1e2.0) (40.0)

1,144.0 (976.0)

9!12.0 0.016r)
5.057.0 4857.0
1,193.0 1,303.0

1,339.0 1,601.0

2,532.0 2904.0

3,926.0 4101.0

(34.0) 415.0

(360.0) (349.0)

205.0 219.0

56.0 332.0

1,078.0 908.0

(er) an.o
EBTTDA 99.0 !.110.0
Mek€l Clp- orenl

312.0 767.0

13.0 (139.0)

2990 906,0

{90.0 542.1)

CEh llm SLtt06a ltrd
Net @sh frm oFratims
Chrngc In wkint capital

tudr tm openlbnr (FFO)

Caper & Inv6tments
F@C$h tbw

Ac@unts rc@ivablc

Otherasscts
A@ufts payeble

Loyalty p(BraDl
AiItEffic liability

Ct.rye in WC

13.0 039.0)
13.0 039.0)

CEditAnalyris FY2otz FY2or6

Liquidity M.orc
Curent Fatio

QU|ck n fio
Csh Rrdo

Wtrr.hg Clptal (mlllon*)

o.7 0.5

0.5 0.3

0.3 0.2

(2,1Xf.0) (3,9'101

lntdst Crvs|t.ldi6
EBIT/ Int@l Erp(Um6)
EBITDA / InlGt Erp (Ure)

(0.s) 0.e

4.8 5.1

Totd Debt / CFO

Tot lDebt/fFO
Tot lDebr/mnDA

FFO lnbGt Cov@te (times) 2.5 5.1

Dlbl Rrdos
15.4 7.7

17-1 5.5

5.2 53
0.8 1.2

Prcfit billly MerNs
Net Prcait Mrryln
Retum 6 Avt Assb
Retum m Avt Equity

Retum 6 Avr Told Cadlal

Debt Merlfi.s t Other fixed Ccts

DEBT&CAP LEASES

429

821

603

852

2S

Prind on 520/2020

At 11:26 AM
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(0.1) (0.1)

(0.0) (0.0)

11.3 0.3

(0.1) (0.1)

FY?o'7

FY2018

FY2019

w20m
FY202l

Thereafter

Total

Oth6ln(omation
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S&l' MmdF
Raling l).rcl$d Rrlin8 l).t l!.d

Itlt'

Eilon MIR

R.tnr llrrclld
lnlom!l

-irl!!&-

5

Orrno USA LLC & Subsidranr*
().nno SA

Accderald DecomissbninS Pa(ncE
ADP CR3 LLC

Mh@Il .d l$d me*cb Prb lo | lbrl EbrtdkE h $oq Sl8, ho U$ w.! ffiEVA Nd.!r hledals.
O[no USA hdldd nE budn.a ldl

D&D (Drommishh€ & Oimsnmg), hd h Warhlrnbn, O.C., eppliesgbblD&Oepdse b h U.S. m*€t, including b€ pbnnd
dmsdm of he vormfil Yrdre ffi wsl tu*le d6mmbodB.
FMd Sd6s, b.d h M Cr,o&f,, p@Udes |llMrtud rylo bchd€ies and cdffimend msegerent sedc€s b the U.S. fedeEl

0@m€nt, snd k s bype&er hthe MOX Swicd @nsdum tuffiog bo MOXFlelFftauon Fsdlily (MFFF) in S@h &.olins.
Mffng, Comrgon, Edchmml (MCE) 8rb6, basd In Virginb, b a dnFt|tk rcv$s ol bm-m uBtrm @nhcts for U.S. u$ty cu$me6-
Orano M€d. (lmody AREVA iled) br$d h ToEq ls &wloping €@F llrthg bbpes lor radioimMo0Espy. wb €srd progre$ng for
be nei phas€ of FDAepprcval.
n h€dcar. hscd in Mertand, b a gl&l fdder ol ssgs, tanspotutd and ft* sedes tor M nucbar fuel and €dioadiw waste, wh
ib NUIioMSO ud nd.sfualsfr€c .Ftom $uely Smting el mom ban 30 U.S. db3.

Orano USA (lormerly AR€VA Nuclear Materials), is the u.S. subsidiery ot Orano SA. Orano USA ILC is a glarntor of ADP CR3 LLC

which is a projed LtC establis hed for the purpose of decom missioning work at Crystal River Un it 3. ADP CR3 is a s u bsldiary of a JV

betweenOranoUSAandNorthstarGroupservices,lnc. NodhsbrisalsoaguerantortorADPCR3.

FY2$17

Cumnt Ilado

Cr.h Rilto
CFO/Csnent Li.b

1.19 rDtv/0r
0.14 

'DlVn!- rDlv/0r

EBIT / Intcr€l Exp

IBITDA / Inrrd Exp

rDlv/O! ,Dlv/0!
rDtv/01 ,Dtv/fl

FY20t 7

Cr6h.nd C.sh Equlr,,

Total Debt

Total Equity

Tangible Net Worth

Total Debt / Total Cap 23'r, fDIV/0!

Debf R.tios FY20l8 FY2O17

FFO lntcrrbt
hmins & C.rh llow (lMi[ionr) FY20l8 FYmlT

Rcv.huo 328

EBr 48 '
EBIIDA

Cash from Ops (CFO)

Iunds hom Ops (rFO)

Iree Cash Fkm (FCF)

%-

421

46-

147

l8
Totol Dabt / CFO

Tol.l Dcbt / FFo
Trilal Debl / EBITDA

Mrrkd Cap - curonl

#DIV )t *DIV/0!
,DIV/0! 

'DlV/Ol0.95 FDIV/ol

Net Prefil Margin

Rdurn {rn Cdpttd

11.29; rDtV/O|

8.7'i, 
'DlV/0136.69" #DlV/o!

O.anoSA:

S&P- changed its outlook on Orano SA to Negative lrom Stable foll owing the release of its 2018 earn ings. The results were wea k

and the expectation is that EBITDA will decline wh ile ARO I iabilities wil I increase. S& P includes 3 notches of French govern meht
su ppod in its rating of Orano SA. The sub-investment grade rating .efleds the weak tina ncials and vol atile nature of nuclear

liabilities.
working Capital- cur.ent liabilities significantly outweigh current assets

Profltability-Oranohasshownahistoryoflosses. ltwillneedtoturnitsoperationsaroondor.elyonothersourcesoffundingto
meet its obligations

Orano USA:

ParentSuppon-OranouSAisamodespadofOranoSA. OranoUSAcontributesroughly9%ofthegroup'srevenue. Parent
supponfortheUSAoperationsispossiblebutcannotbereliedupon. SuppotfromtheFrenchgovernmentisincludedinthe
analysisofOranowhilesuppodfromOranoforOranoUSAisnotincludedintheanalysisofOranoUSA. OranoSA'sweaktinancial
situation is a credit neSativefor Orano USA.

Profitability-OranoUSAonlyprovidedoneyear'sworthoffinencialinformation. However,20lSwasaveryprofitableyeartor
orano UsA. Gross margin, operating margin, and profit margin are all strong.
CrDital Structure Orano USA'5 debt to c oital ratio is 23%. Cash on hand exceeds the total debt burden. The ba lance sheet
provided does not breakdown Orano USA'S equity so it is unclear how much ofthe positive equity balance isfrom retained
earnigns versus other sources offunding.
liquidity-WithoutnotesitisdifficulttocomfortablyassessOranoUSA'5liquidity. Cashonhandissignificantandthecurrent
ratioisadequateatl.2. OranoUSA'saccesstoalineofcrediteithertromabankorOranoSAisnotknowntromtheinformation
provided.

Market-Nuclearmarketstendtobevolatile. NuclearfuelpricesarelowandthefutureforthenuclearindustrvintheUSis
uncertain. DecommissioningprojectsmaypresentanoppofrunityforacompanylikeOranotousesitsnuclearexpertise.

Based of our internal review oJ their financial data Orano USA LL( is assigned an internal rating oI 6 Orano USA's finan.ials are

h€althybolthern{ormationprovidedislimited llsparent'sfinancial5arenothealthyalthouChgovernmentsuppodislikely
Parti.rpation in a volatile industry, th€ iacl ol iniormatron provid€d. and the health o{ Orano ar€ !upponifg lactors in O'ano USA s

sub investment Prade ICR

Ilnntcd on 5/20/2020

A\ 11127 AM
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Tdrible Nct Wqlh 145.7

Inaome Shtladt lLds

Orano USA LLC & Subsidiaries
Sumary Finmcials
(gMilliohs) FYml8 Flm17

B.Lnc€ Sh€et ltens
C6h edCash Equiv,

A@nts R@ivable
Curent As*ts
Total Asets
Curent Lhbiliti6
Sh6t{em debt (dcl. CM o{ LT Debt)

Cffist Mdturities oa LT D€bt

LT Hl (exd. drent mahriti6)
Total Debt

MinGity InieEst Equity (iI sepaate)

O@r's Euity (qcl. Min@ity Ints6t)
TMI Equity

Total Capitalizatkh

Goodwlll

Othft Intangibl€ As*ts
Total Intmtiblc Assets

96.0

120.0

259.0

421.3

217-1

16.0

6.O

154.1

154.1

200.1

7.J

7.4

328.0

51.2

36.6

'11.7

8.3
,$.3

Mtrkd Cap - oftnt
CDh Flow St mcil ltcms

Net @sh frm opeEtids
Chil8e in wckin8 @pital

Funds frm operati,ons (FFO)

CaFr & invGbnents
Fr aa.h Fk lffi) - -

ChrgcelnWor*tngCapital FY2018 FYN17

Acounts recivablc
Othcr assets

Acounts paFblc
Othcr liatlilitics

Chmge in WC

CreditAndyrb
Liquidity Mtrws

Curent Rrdo

Quick Rltio
Cash Ratio

W6kint Capit l (miliN$)
CFO / Cuftnt Liib

tntftrt Cd6.E n.tiG
EBIT / Inte$t Exp (tim6)
EBITDA / lnlst Exp (times)

R€vdue
OperalD8 lnome
Net lnme (L6i)
lnte$t Exp€n$
Tu Expen* (Eerefit)

Depr & Amqt Expen*
EBIT

1.2 ,DlVi0!
1.0 rDtv/0!
0.4 rDtv/o|

41.9

- ,Dlvt0!

,DIV/o! rDlvrc!
,Dlv/ot tDlvro!
rDMo! 

'DIV/O!D.bt Rrtio6

Total Debt / CtO
Total Debt / FFO

Total Debt / EBITDA

#DIV/0! 
'DIV/0!rDlv/o! fDIVlo!

1.0 
'DIV/o!Totsl Dcbt/Toa.lcap 0.2 tDlv/o!

Prcfit bllity M6@s
Net Prc{it M.t8in
Retum @ Avt Assets

Rehrm @ Avt Equity

D.bt Mat6iti6 & Oth€r Fit.d C@ts

DEBT & CAP LEASES

r1.2% 
'DIV/0I8.7% rDlV/0!

47 .5V. {Dlv Nl
36.6% 

'DlV/o!

FY2018

FY2019

F'(NM
FY2021

Fvmzz
Thereafter

lml

Other Intod.tion

'"^*ilr,:i':'J

201 901 4o-DEF-OPC POD 1 -1 2-O002',l 3
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ASSESSMENT OF NORTHSTAR BALANCE SHEET

UNDER FINANCIAT HARDSHIP
(S,ooos)

PORTION OF BATANCE

SHEET APPLICABTE TO

FINANCIAL HARDSHIPAssets
Current Assets

Cash And Cash Equivalents

Accounts Receivable

Costs And Estimated Earnings In Excess Of Billings

On Uncompleted Contracts

lnventories

Income Tax Receivable

Insurance Deposits And Other Prepaid Expenses

Total current Assets

Non-Current Assets

Property And Equipment - Net

Goodwill

Intangible Assets - Net

Other Noncurrent Assets

Restricted Cash

Defered Financing Costs

Decommissioning Trust Funds

Reimbursements Due From U.S. Department Of Energy

Deferred lncome Tax

Total Non-Current Assets

TOTAL NEAR.TERM AVAILABLE ASSFTS

[iabilities
Current l-iabilities

Current Maturities Of Long-Term Financing Obligations
Accounts Pavable

Accrued Contract Costs

Accrued Expenses And Other Current Liabilities
Billings In Excess Of Costs And Estimated Earnings On

uncomoleted contracts
Income Taxes Payable

Total Current Liabilities

Non-Current Liabilities
Long-Term Financing Obligations
Asset Retirement Obligations

Unearned Revenue - Site Restoration

Deferred lncome Taxes

Deferred Tax Credit

Insurance And Other Long-Term Obligations
Total Non-Current Liabilities

TOTAI NEAR.TERM IIABILITIES

CASH OR CASH EQUIVALENT AVAILABLE

100%

60%

o%

20%

I00o/o

too%

20%

o%

o%

0%

o%

700%

o%

o%

o%

t00%

roo%

L00%

LOO%

LOO%

700%

ro0%

fio%

50%

o%

0%

0%

o%

Oo/o

s69,0ss 53s,8s4

589,476 571,891

50 50

s642 5707

s69s 541
s13.023 s13,109

5172,891, S121,G03

s6,830 55,881

50 so
50 50

5o So

50 s0

50 50

so so
50 5o$s se

56t30 56381
st79,720 s128,484

20L7

S6,s52
(ql ?o(

5o

S815

S11,94s

5A
s710,7L8

57,923

So

So

So

So

so
(n

So

59
sl-gn

S119,640

S3,183

545,s42
S33,894

S32.699

So

sr7,567
s266

5134,15 1

575,441

5o

5o

50

So

t9
s15A47

S2MJS|

($so,sst1

2015

So

>J5,ZZI

50

so

s101,105

)J,tLZ
So

5o

So

5o
<7 0c2

s0

5o
(n

$114,27o

519,967

50

S83,3so

)5b, /5)
5o

57,027

)_4

st47,086

)fir,5rz
50

5o

So

5o

5s
51u512

5e5g.5eg

61tu,328)

2014

So

S84,269

5o

S1,ls2
S4o3

53.941

S89,76s

54,728

50

50
(n

So

s7.581

So

So

59
s12t09

Sroz,o74

sr7,834
qn

s8s,8s4
527,220

5o

s12,086

ts
5142,994

5109,708

So

So
en

s0

59
s109J0g

s2E;2J92

6t5o,6zg)

54,s40 522,449

539,806 538,164

5s8,2s3 532,024

531,841 532,342

5o 5o

5t7,677 58,079

s9 5S
5r52,1r7 S133,0s8

580,197 56t,92r
50 s0
so 5o

s0 s0

50 s0

5A SA

580;192 SS1S2L

s2 ,3u s794,9n

652,593) (566,495)

:itizens ofthe State of Florida

)ocket No.: 20190140-El

Witness: Richard A. Polich

:xhibit No,: (RAP-7)

)ate: May 28, 2020
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Assets
Current Assets

Cash And Cash Eouivalents

Accounts Receivable

Costs And Estimated Earnings In Excess Of Billings

on Uncomoleted Contracts

lnventories

lncome Tax Receivable

Insurance Deposits And Other Prepaid Expenses

Total Current Assets

Non-Current Assets

Property And Equipment - Net

Goodwill

Intangible Assets - Net

Other Noncurrent Assets

Restricted cash

Defered Financing costs

Decommissioning Trust Funds

Reimbursements Due From U.S. Department Of Energy

Deferred lncome Tax

Total Non-Current Assets

TOTAT NEAR.TERM AVAILABLE ASSETS

Liabilities
Curent Liabilities

Current Maturities of Long-Term Financing Obligations

Accounts Payable

Accrued Contract Costs

Accrued Expenses And Other Current Liabilities

Billings In Excess of costs And Estimated Earnings on
Uncompleted Contracts

Income Taxes Payable

Total Current Liabilities

Non-Current Liabilities
Long-Term Financing Obligations

Asset Retirement obligations

Unearned Revenue - Site Restoration

Deferred Income Taxes

Deferred Tax Credit

Insurance And Other Long-Term Obligations

Total Non-Current Liabilities

TOTAI. NEAR-TERM LIABILITIES

CASH OR CASH EQUIVALENT AVAIABLE

ASSESSMENT OF NORTHSTAR BALANCE SHEET

UNDER FINANCIAL HARDSHIP
(5,000s)

PORTION OF BATANCE

SHEET APPLICABLE TO

FINANCIAL HARDSHIP 2019 2018

looo/o s69,055 535,854

7OO% 5149,L26 5119,819

20L7

S5,s62

5Ls2,3zs

So

5816

S11,94s
50

5t71,648

57,923

)u
So

5o

5o

So

So

5o

5s
(7 q?x

sL79,570

>5,165

546,s42
s33,894

so
5t1,567

)zbo
) IJC, f) r

575,44r
So

5o

so
So

5S
<7q LL',l

seCIg,sgz

$30,027)

2015

50
(1 qq 17q

20t4

So

5140,448

0% 50

20% 5642
lo,o/o 5595
LOO% s13.023

s232's4t

20% s5,830
o% 5o
o% 50

o% $o

0% 5o

1000/o 50

o% so
o% 50

o% $s
>.o,rtu

s239,37L

IO0% s4,540
LOO% s39,806
LOO% 558,253
LO0% s31.841

roooA 50

ro}% 577,677
roo% $S

roo% 5L52,r17
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PROJECTED CONTRACTOR'S PROVISIONAT TRUST FUNDING
CPT FUNDED AT 6% OF ADPCR3 INVOICES

CPT is not become fully funded until 2nd quorter of 2026, after over 92.6% of DSA controct price is spent.

PROJECTED CONTRACTOR'S PROVTSIONAT TRUST FUNDING
CPT FUNDED AT 70% OF ADPCR3 INVOICES

CPT becomes fully funded in 4th qudrter of 2023 and only 67,7% of DSA contract price has been spent.

Citizens of the State of Florida
Docket No.: 20190140-El

Witness: Richard A. Polich
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