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Explanatory Note
On February 28, 2018 Clean Harbors, Inc. (the “Company”) filed with the Securities and Exchange Commission a Current Report on Form 8-K (the
“8-K Report”) reporting the Company’s acquisition on February 23, 2018 of the U.S. Industrial Cleaning Business of Veolia Environmental Services North
America LLC (the “Seller”). Such acquisition was through the acquisition by the Company of all of the shares of Veolia ES Industrial Services, Inc. (the
“Veolia Business”), a wholly-owned Delaware subsidiary of the Seller.
In accordance with Item 9.01(a) of Form 8-K, the 8-K Report did not include the historical financial statements of the Veolia Business or the related
unaudited pro forma condensed combined financial information of the Company (collectively, the “Financial Information”) and instead contained an
undertaking to file the Financial Information with the Commission through an amendment to the 8-K Report not later than 71 days after the filing of the 8-K
Report. This Amendment is being filed to satisfy the Registrant’s undertaking to file the Financial Information required by Item 9.01 of Form 8-K, and this
Amendment should be read in conjunction with the 8-K Report.
Item 9.01

Financial Statements and Exhibits.

(a) Financial Statements of Business Acquired
Audited Consolidated Financial Statements of Veolia ES Industrial Services, Inc. and Subsidiaries:
Auditors’ Report
Consolidated Balance Sheets as of December 31, 2017 and 2016
Consolidated Statements of Operations for the Years Ended December 31, 2017 and 2016
Consolidated Statements of Changes in Stockholder’s Equity for the Years Ended December 31, 2017 and 2016
Consolidated Statements of Cash Flows for the Years Ended December 31, 2017 and 2016
(b) Pro Forma Financial Information
Unaudited Pro Forma Condensed Combined Financial Statements:
Unaudited Pro Forma Condensed Combined Financial Information
Unaudited Pro Forma Condensed Combined Balance Sheet as of December 31, 2017
Unaudited Pro Forma Condensed Combined Statement of Operations for the Year Ended December 31, 2017
Notes to Unaudited Pro Forma Condensed Combined Financial Information
(c) Exhibits. The following exhibit is being filed herewith:
Exhibit No.

Description

23.2
99.1
99.2

Consent of Independent Auditors
Audited Consolidated Financial Statements of Veolia ES Industrial Services, Inc. and Subsidiaries
Unaudited Pro Forma Condensed Combined Financial Statements

SIGNATURES
Pursuant to the requirements of the Securities and Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned hereunto duly authorized.
Clean Harbors, Inc.
(Registrant)

May 4, 2018

/s/ Michael L. Battles
Executive Vice President and Chief Financial Officer

EXHIBIT 23.2
Consent of Independent Auditors
We consent to the incorporation by reference in the Registration Statement (Form S-8 No. 333-166963) pertaining to the Clean Harbors,
Inc. 2010 Stock Incentive Plan of our report dated May 2, 2018, with respect to the consolidated financial statements of Veolia ES
Industrial Services, Inc., included in this Current Report on Form 8-K/A of Clean Harbors, Inc.
/s/ Ernst & Young LLP
Chicago, Illinois
May 4, 2018

Exhibit 99.1

Consolidated Financial Statements
Veolia ES Industrial Services, Inc.
(An Indirect Wholly Owned Subsidiary of Veolia North America, Inc.)
Years Ended December 31, 2017 and 2016
With Report of Independent Auditors

Veolia ES Industrial Services, Inc.
(An Indirect Wholly Owned Subsidiary of Veolia North America, Inc.)

Consolidated Financial Statements
Years Ended December 31, 2017 and 2016
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Report of Independent Auditors
The Board of Directors and Management
Veolia North America, Inc.
We have audited the accompanying consolidated financial statements of Veolia ES Industrial Services, Inc. (an indirect wholly owned
subsidiary of Veolia North America, Inc.), which comprise the consolidated balance sheets as of December 31, 2017 and 2016, 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.
Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements in conformity with U.S. generally
accepted accounting principles; this includes the design, implementation, and maintenance of internal control relevant to the preparation
and fair presentation of financial statements that are free of material misstatement, whether due to fraud or error.
Auditor’s Responsibility
Our responsibility is to express an opinion on these financial statements based on our audits. We conducted our audits in accordance
with auditing standards generally accepted in the United States. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements. The
procedures selected depend on the auditor’s judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the 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 of the financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.
1

Opinion
In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated financial position of
Veolia ES Industrial Services, Inc. at December 31, 2017 and 2016, and the consolidated results of its operations and its cash flows for
the years then ended in conformity with U.S. generally accepted accounting principles.
/s/ Ernst & Young LLP
Chicago, Illinois

May 2, 2018
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Veolia ES Industrial Services, Inc.
(An Indirect, Wholly Owned Subsidiary of Veolia North America, Inc.)

Consolidated Balance Sheets
(In Thousands, Except Per Share and Share Data)
December 31
2017
Assets
Current assets:
Cash and cash equivalents
Accounts receivable, net of allowance for doubtful accounts
of $713 and $1,214 in 2017 and 2016, respectively
Unbilled receivables
Due from affiliates
Inventories and supplies
Prepaid expenses and other current assets

$

2016

— $

—

20,112
17,418
3,389
1,459
1,485

24,412
17,221
2,256
1,685
1,986

Total current assets

43,863

47,560

Property and equipment, net
Goodwill
Other assets

36,454
26,569
168

40,610
26,569
208

Total assets
Liabilities and stockholder’s equity
Current liabilities:
Accounts payable
Accrued payroll and related expenses
Due to affiliates
Other accrued expenses

$

107,054 $

114,947

$

16,403 $
2,690
196
6,644

22,721
7,940
1,444
12,547

25,933

44,652

Total current liabilities
Deferred tax liabilities, net
Total liabilities
Stockholder’s equity:
Common stock – $1 par value, 1,000 shares authorized and issued
Additional paid-in capital
Due (from) to affiliate
Accumulated deficit
Total stockholder’s equity
Total liabilities and stockholder’s equity

1,868

2,780

27,801

47,432

1
228,463
(29,238)
(119,973)

1
106,859
58,644
(97,989)

79,253
$

107,054 $

67,515
114,947

The accompanying notes are an integral part of these consolidated financial statements.
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Veolia ES Industrial Services, Inc.
(An Indirect, Wholly Owned Subsidiary of Veolia North America, Inc.)

Consolidated Statements of Operations
(In Thousands)
Year Ended December 31
2017
2016
Revenues

$

210,157 $

271,280

Operating expenses:
Cost of operations (exclusive of items
shown separately below)
Selling, general, and administrative expenses
Depreciation and amortization
Restructuring costs

186,464
31,561
9,734
2,089

234,745
38,740
11,164
4,681

Total operating expenses

229,848

289,330

Loss from operations

(19,691)

(18,050)

2,588
182

2,370
321

(22,461)
(477)

(20,741)
384

(21,984) $

(21,125)

Other expense:
Interest expense, net of interest income of $150 and $92, respectively – related party
Other, net
Loss before (benefit) provision for income taxes
(Benefit) provision for income taxes
Net loss

$

The accompanying notes are an integral part of these consolidated financial statements.
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Veolia ES Industrial Services, Inc.
(An Indirect, Wholly Owned Subsidiary of Veolia North America, Inc.)

Consolidated Statements of Changes in Stockholder’s Equity
(In Thousands)
Additional Paid-In
Capital

Common Stock
Balance at January 1, 2016
Net loss
Change in due from affiliate

$

Balance at December 31, 2016
Net loss
Contribution from Parent
Repayment of borrowings due to
VNA
Change in due from affiliate
Balance at December 31, 2017

$

Accumulated Deficit

1 $
—
—

106,859 $
—
—

(76,864) $
(21,125)
—

1
—
—

106,859
—
121,604

(97,989)
(21,984)
—

—
—

—
—

1 $

228,463 $

—
—
(119,973) $

Due (From) to
Affiliate
84,144 $
—
(25,500)

Total Stockholder's
Equity
114,140
(21,125)
(25,500)

58,644
—
9,396

67,515
(21,984)
131,000

(70,000)
(27,278)

(70,000)
(27,278)

(29,238) $

79,253

The accompanying notes are an integral part of these consolidated financial statements.
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Veolia ES Industrial Services, Inc.
(An Indirect, Wholly Owned Subsidiary of Veolia North America, Inc.)

Consolidated Statements of Cash Flows
(In Thousands)
Year Ended December 31
2017
2016
Operating activities
Net loss
Adjustments to reconcile net loss to net cash used in operating activities:
Bad debts expense
Depreciation and amortization
Deferred income taxes
Gain on sale of property and equipment
Changes in operating assets and liabilities:
Accounts receivable
Unbilled receivables
Due from affiliates
Inventories and supplies
Prepaid expenses and other current assets
Accounts payable
Accrued payroll and related expenses
Due to affiliates
Other accrued expenses
Other

(21,984) $

(21,125)

299
9,734
(912)
(840)

790
11,164
2
(245)

3,975
(197)
(1,133)
226
501
(5,643)
(5,250)
(1,248)
(5,840)
53

(2,722)
(1,267)
(396)
(66)
(560)
3,647
952
735
5,344
–

(28,259)

(3,747)

Investing activities
Purchases of property and equipment
Proceeds from sale of property and equipment

(6,796)
1,333

(8,201)
310

Net cash used in investing activities

(5,463)

(7,891)

Net cash used in operating activities

$

Financing activities
Contribution from Parent
Repayment of borrowings due to VNA
Excess cash (paid to) received from VNA

131,000
(70,000)
(27,278)

–
–
11,638

Net cash provided by financing activities

33,722

11,638

–
–

–
–

$–

$–

Net increase in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year
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Veolia ES Industrial Services, Inc.
(An Indirect, Wholly Owned Subsidiary of Veolia North America, Inc.)

Notes to Consolidated Financial Statements
December 31, 2017 and 2016
1. Organization and Basis of Presentation
Veolia ES Industrial Services, Inc. (VES-IS or the Company) was, until February 23, 2018, a wholly owned subsidiary of Veolia
Environmental Services North America, LLC (VESNA or Parent) and an indirect, wholly owned subsidiary of Veolia North America,
Inc. (VNA). VNA is a wholly owned subsidiary of Veolia Environnement S.A. (VE), a company publicly traded on the Paris Stock
Exchange.
On February 23, 2018, the Company’s outstanding shares were acquired by Clean Harbors, Inc. for a purchase price of $120 million
plus a working capital adjustment.
The Company is an industrial cleaning business providing various routine and non-routine services. The industrial cleaning services
offered generally involve the removal of deposits or wastes from equipment and storage facilities for customers in the refining,
petrochemical, pulp and paper, steel, food-processing, utility, and gas-processing industries. The Company’s customers are located
throughout the United States, including the Gulf Coast region. The main service lines include comprehensive waste removal and
collection, industrial vacuuming, hydro blasting, tank cleaning and separations, chemical cleaning and decontamination, as well as
transportation and disposal. Approximately 62% of the Company’s customers are in the refining and petrochemical industries. The
single largest customer comprised approximately 7% and 8% of the Company’s revenue for the years ended December 31, 2017 and
2016, respectively. The Company does not believe that the loss of any single customer would have a material adverse effect on its
results of operations.
The accompanying consolidated financial statements include the accounts of the Company’s industrial cleaning business and its two
wholly owned subsidiaries: Veolia ES Special Services, LLC (VES-SS) and Veolia ES Industrial Services International LLC (VESISI), a dormant entity.
On November 30, 2017, VNA, through its wholly owned subsidiary VESNA, contributed $131.0 million to the Company in
exchange for the outstanding shares of one of the Company’s wholly owned subsidiaries, Veolia ES Special Services, LLC (VES-SS).
Since the net assets of VES-SS consisted only of receivables due from VNA of $9.3 million and land with a carrying value of
$0.1 million, the difference of $121.6 million between the cash received and the net assets of VES-SS transferred to VESNA was
recorded as a capital contribution.
For the periods presented, all significant intercompany balances and transactions have been eliminated in consolidation.
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Veolia ES Industrial Services, Inc.
(An Indirect, Wholly Owned Subsidiary of Veolia North America, Inc.)

Notes to Consolidated Financial Statements (continued)
1. Organization and Basis of Presentation (continued)
The preparation of these consolidated financial statements includes the use of “push down” accounting whereby certain expenses
historically incurred by VNA or other affiliates have been identified and allocated or pushed down as appropriate to reflect the
financial results of the Company for the periods presented. Expenses include services for items such as human resources, tax,
accounting, information technology, legal, marketing, operations, and treasury. Allocations were made based on specific identification
where practicable. In instances where specific identification was deemed not practicable, allocations were made based on allocationspecific, appropriate metrics including, but not limited to, revenues, number of transactions, or employee count. Management believes
the methodology applied in the allocation of these costs is reasonable and has been consistently applied in all periods.
No third-party debt has been allocated to the Company. Interest expense included in these consolidated financial statements reflects the
terms of a related-party debt agreement between the Company and VNA. These terms may not be indicative of terms reached on a
third-party basis.
These consolidated financial statements may not necessarily be indicative of the cost structure or results of operations that would have
existed if the Company operated as a stand-alone business.
2. Significant Accounting Policies
Sale of Receivables
Pursuant to a non-recourse factoring program between VE and an unaffiliated third-party financial institution, the Company transfers
certain eligible trade accounts receivable in their entirety (after an 8.5% deferred purchase price), satisfying all of the conditions
established under Accounting Standards Codification (ASC) Topic 860, Transfers and Servicing, to account for the transfer of the
financial assets as a sale. The fair value of assets received as proceeds in exchange for the transfer of trade accounts receivable under
the non-recourse factoring program approximates the fair value of such receivables. Under the non-recourse factoring program, net
cash (outflows) inflows included in cash flows from operating activities relating to transferred trade accounts receivable (after an 8.5%
deferred purchase price) were approximately $(1.6) million and $10.9 million in 2017 and 2016, respectively. In addition, the
Company recognized losses of approximately $0.2 million and $0.2 million during 2017 and 2016, respectively, representing the
discount, or the difference between cash proceeds received and the recorded value at which these trade receivables were sold to the
financial institution under the factoring program.
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Veolia ES Industrial Services, Inc.
(An Indirect, Wholly Owned Subsidiary of Veolia North America, Inc.)

Notes to Consolidated Financial Statements (continued)
2. Significant Accounting Policies (continued)
Inventories and Supplies
Inventories and supplies consist of spare parts used in vehicles and other large equipment, as well as chemicals and other materials used
for industrial cleaning activities. Inventories are stated at cost, determined on a first-in, first-out basis, and are charged to expense at the
time of consumption.
Property and Equipment
Property and equipment are stated at cost. Depreciation for financial reporting purposes is provided using the straight-line method over
the estimated useful lives of the respective assets. Buildings and improvements are depreciated over useful lives ranging from 10 to 25
years. Vehicles and equipment are depreciated over useful lives ranging from 3 to 8 years. Furniture and fixtures are depreciated over
useful lives ranging from 3 to 7 years.
Impairment of Long-Lived Assets
Property and equipment and amortizable intangible assets are reviewed for impairment whenever events or changes in circumstances
indicate that the carrying amount may not be recoverable. If the sum of expected undiscounted cash flows is less than the carrying
value of the related asset or group of assets, a loss is recognized for the difference between the fair value and carrying value of the asset
or group of assets. During 2017 and 2016, management performed a review and determined that there were no impairments of longlived assets.
Goodwill
Goodwill represents the excess of the aggregate purchase price over the fair value of the net assets acquired in business combinations.
Goodwill is not amortized but is subject to the Company’s annual impairment test or between annual tests in certain circumstances that
would, more likely than not, reduce the fair value of a reporting unit below its carrying amount. Goodwill is tested for impairment at a
reporting unit level using either a qualitative assessment, commonly referred to as a “step zero” test, or a quantitative assessment,
commonly referred to as a “step one” test.
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Veolia ES Industrial Services, Inc.
(An Indirect, Wholly Owned Subsidiary of Veolia North America, Inc.)

Notes to Consolidated Financial Statements (continued)
2. Significant Accounting Policies (continued)
The step zero goodwill impairment test utilizes qualitative factors to determine whether it is more likely than not that the fair value of
the Company’s reporting units is less than its carrying value. Qualitative factors include: macroeconomic conditions; legal and
regulatory environment; industry and market considerations; and overall financial performance and cost factors to determine whether a
reporting unit is at risk for goodwill impairment. In the event a reporting unit fails the step zero goodwill impairment test, it is necessary
to perform the step one goodwill impairment test.
The step one goodwill impairment test compares the estimated fair value of each reporting unit with the reporting unit’s carrying value
(including goodwill). If the fair value of the reporting unit is less than its carrying value, an indication of goodwill impairment exists for
the reporting unit and the Company must perform step two of the impairment test (measurement). Step two of the impairment test, if
necessary, would require the identification and estimation of the fair value of the reporting unit’s individual assets, including currently
unrecognized intangible assets and liabilities in order to calculate the implied fair value of the reporting unit’s goodwill. Under step
two, an impairment loss is recognized to the extent the carrying amount of the reporting unit’s goodwill exceeds the implied fair value.
Determining the fair value of a reporting unit requires judgment and involves the use of significant estimates and assumptions by
management. The Company performed its annual impairment review as of December 31, 2017 and 2016 and concluded the fair value
exceeded the carrying value for its one reporting unit with goodwill balances.
Income Taxes
The operations of the Company and certain affiliates are included in the consolidated federal income tax return of VNA. Tax years
from 2004 through 2013 are currently open and under examination by the Internal Revenue Service.
The Company’s income tax provision is calculated as if the Company were a stand-alone taxpayer (see also Note 7) and its share of
federal income taxes payable is included with amounts due to affiliates on the accompanying consolidated balance sheets (see also
Note 6). Actual federal taxes paid are determined at the VNA consolidated level.
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Veolia ES Industrial Services, Inc.
(An Indirect, Wholly Owned Subsidiary of Veolia North America, Inc.)

Notes to Consolidated Financial Statements (continued)
2. Significant Accounting Policies (continued)
Deferred tax assets and liabilities are recognized for the future tax consequences attributable to differences between the financial
statement carrying amounts and the tax bases of existing assets and liabilities. Deferred tax assets are also recognized for the estimated
future effects of tax loss carryforwards. The effect on deferred taxes of changes in tax rates is recognized in the period in which the
revised tax rate is enacted.
The Company records valuation allowances to reduce deferred tax assets to the extent it believes it is more likely than not that a portion
or all of such assets will not be realized. In making such determinations, the Company considers all available positive and negative
evidence, including scheduled reversals of deferred tax liabilities, projected future taxable income, tax planning strategies, and the
ability to carry back losses to prior years. Realization is dependent upon generating sufficient taxable income prior to expiration of tax
attribute carryforwards.
The Company provides for taxes and associated interest as income tax expense when, based on information currently available,
management has determined that it is more likely than not that a tax position taken may not be sustained upon examination, based
solely on its technical merits. Although the Company believes that the positions taken are appropriate, tax and interest reserves may be
necessary in recognition that various taxing authorities may challenge the positions taken, resulting in additional liabilities for taxes and
interest. The Company’s tax positions and related reserves, if any, are annually reviewed and adjusted as events occur that affect the
estimated liability for taxes, such as lapsing of applicable statutes of limitations, conclusion of tax audits, additional exposure based on
current calculations, identification of new issues, release of administrative guidance, or rendering of a court decision affecting a
particular tax issue.
Fair Value of Financial Instruments
The Company’s financial instruments consist primarily of cash and cash equivalents, accounts receivable, accounts payable, and
amounts due from and due to affiliates. It was not practicable to estimate the fair value of the amounts due from or due to affiliates,
including the note payable to affiliate outstanding at December 31, 2016, because such financial instruments do not have readily
ascertainable market values due to their related-party status. The carrying values of the other financial instruments are considered to be
representative of their respective fair values.
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Veolia ES Industrial Services, Inc.
(An Indirect, Wholly Owned Subsidiary of Veolia North America, Inc.)

Notes to Consolidated Financial Statements (continued)
2. Significant Accounting Policies (continued)
Leases
All leases that are determined not to meet any of the capital lease criteria are classified as operating leases. Operating lease payments
are recognized as costs of operations on a straight-line basis over the term of the lease unless a systematic and rational allocation is
more representative of the time pattern in which the leased property is physically employed.
Revenue Recognition
The Company’s industrial cleaning business earns revenue principally by providing various routine and non-routine industrial cleaning
services. Revenues are recorded at the time contracted services are performed.
Revenues are generally recognized under time and material-based arrangements as services are provided. On fixed-fee engagements,
revenues are recognized as the services are performed, which is measured by hours incurred in proportion to total hours estimated to
complete a project.
The Company grants credit to the majority of its customers. It is not the policy of the Company to require collateral from its customers
in order to provide credit. Potential loss amounts associated with the granting of credit are included in management’s estimate of the
allowance for doubtful accounts. On a periodic basis, the Company evaluates its accounts receivable and establishes the allowance for
doubtful accounts based on a combination of specific customer circumstances and credit conditions, as well as the Company’s history
of write-offs and collections. The Company’s policy is generally to not charge interest on trade receivables after the invoice becomes
past due. A receivable is considered past due if payments have not been received by the date listed on the invoice terms. Write-offs are
recorded against the allowance for doubtful accounts when all reasonable efforts for collection have been exhausted.
Shipping and Handling Costs
Shipping and handling costs incurred in providing waste transportation and disposal services are included in the cost of operations.
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Veolia ES Industrial Services, Inc.
(An Indirect, Wholly Owned Subsidiary of Veolia North America, Inc.)

Notes to Consolidated Financial Statements (continued)
2. Significant Accounting Policies (continued)
Financial Assurance Bonds and Corporate Guarantee
For certain obligations, the Company elects to satisfy its financial assurance obligations with the use of bonds. The Company pays
annual premiums to obtain performance bonds underwritten by insurance carriers that provide financial assurance for contract
performance. These premiums are amortized over the life of the bond when material. At December 31, 2017 and 2016, the Company
had $1.3 million and $1.0 million, respectively, of coverage under performance bonds.
The Company provides a corporate guarantee in consideration of a third-party bank extending commercial credit to the Company and
certain affiliates of VNA. At December 31, 2017 and 2016, the credit limit guaranteed by the Company was $3.0 million. Because a
loss under the corporate guarantee is not considered probable at either December 31, 2017 or 2016, no liabilities have been recorded
on the consolidated balance sheets relating to this corporate guarantee.
Use of Estimates
The preparation of financial statements in conformity with generally accepted accounting principles requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities, disclosures of contingent assets and liabilities at the
date of the financial statements, and the reported amounts of revenues and expenses during the reporting periods. Although
management believes that the Company’s estimates and assumptions are reasonable, they are based upon information presently
available. Actual results may differ significantly from the estimates.
Consolidated Statements of Cash Flows
Supplemental disclosures of cash flow information are as follows (in thousands):
Year Ended December 31
2017
2016
Interest paid, including payments to VNA, net
Income taxes paid, including payments to VNA
Noncash investing activities:
Accrued expenditures for property and equipment

$

2,588 $
428
(606)

2,370
325
(35)
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Veolia ES Industrial Services, Inc.
(An Indirect, Wholly Owned Subsidiary of Veolia North America, Inc.)

Notes to Consolidated Financial Statements (continued)
2. Significant Accounting Policies (continued)
New Accounting Pronouncements
From time to time, new accounting pronouncements are issued by the Financial Accounting Standards Board (FASB) or other
standard-setting bodies that the Company adopts as of the specified effective dates. Unless otherwise discussed below, the Company
believes the impact of any recently issued standards that are not yet effective are either not applicable to the Company at this time or
will not have a material impact on the financial statements upon adoption.
In May 2014, the FASB issued Accounting Standards Update (ASU) 2014-09, Revenue from Contracts with Customers (Topic 606),
as well as various subsequent amendments to the initial guidance. The core principle of the new revenue recognition guidance and the
subsequent amendments collectively is that revenue will be recognized when promised goods or services are transferred to customers
in an amount that reflects the consideration to which the Company expects to be entitled in exchange for those goods or services. The
new guidance defines a five-step process to achieve this core principle, and in doing so, it is possible more judgment and estimates may
be required within the revenue recognition process than are required under current guidance, including identifying performance
obligations in the contract, estimating the amount of variable consideration to include in the transaction price, and allocating the
transaction price to each separate performance obligation, among others. The new guidance also requires more disclosures to enable
users of financial statements to understand the nature, amount, timing, and uncertainty of revenue and cash flows arising from customer
contracts. The new guidance provides for two transition methods: a full retrospective approach and a modified retrospective
approach. For calendar year public entities, the new guidance is effective beginning January 1, 2018. For calendar year nonpublic
entities and entities which are considered public business entities only because their financial statements are included in another entity’s
SEC filing, the new revenue standard is effective beginning January 1, 2019. The Company plans to adopt the new revenue
recognition guidance on a modified retrospective basis and anticipates that expanded disclosures may be necessary in the financial
statements, in order to comply with the new guidance.

14

Veolia ES Industrial Services, Inc.
(An Indirect, Wholly Owned Subsidiary of Veolia North America, Inc.)

Notes to Consolidated Financial Statements (continued)
2. Significant Accounting Policies (continued)
In February 2016, the FASB issued ASU 2016-02, Leases (Topic 842), which supersedes the lease recognition requirements in ASC
Topic 840, Leases. The core principle of the guidance is that an entity should recognize assets and liabilities arising from a lease for
both financing and operating leases, along with additional qualitative and quantitative disclosures. For calendar year public entities, the
new guidance is effective beginning January 1, 2019. For calendar year nonpublic entities and entities which are considered public
business entities only because their financial statements are included in another entity’s SEC filing, the new leases standard is effective
beginning January 1, 2020. Early adoption is permitted. The guidance is to be applied using a modified retrospective transition method
with the option to elect a package of practical expedients. The Company is currently evaluating the impact of the adoption of this
accounting standard update on its internal processes, operating results, and financial reporting. The impact is currently not known or
reasonably estimable.
Management does not believe that any other recently issued, but not yet effective, accounting pronouncements, if adopted, would have
a material impact on its consolidated financial statements or disclosures.
Subsequent Events
In connection with the preparation of these financial statements, the Company evaluated subsequent events through May 2, 2018, the
date these financial statements were available to be issued.
As discussed in Note 1, on February 23, 2018, the Company’s outstanding shares were acquired by Clean Harbors.
On March 31, 2018, an accident occurred involving two of the Company’s employees working at a customer owned refinery site. One
of the two employees later died from injuries sustained from the accident. The Company has insurance coverage with deductible limits
of $1 million which may mitigate any potential adverse impact relating to this incident.
Except as noted above, there were no other subsequent events required to be recognized or disclosed in these financial statements.
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Veolia ES Industrial Services, Inc.
(An Indirect, Wholly Owned Subsidiary of Veolia North America, Inc.)

Notes to Consolidated Financial Statements (continued)
3. Property and Equipment
Property and equipment consist of the following (in thousands):
December 31
2017
Land
Buildings and improvements
Vehicles and equipment
Furniture and fixtures
Construction-in-progress

$

Less accumulated depreciation
$

2016
2,511 $
8,868
157,303
1,259
2,295

2,932
9,857
182,955
1,376
3,007

172,236
135,782

200,127
159,517

36,454 $

40,610

Depreciation expense was $9.7 million and $11.2 million for the years ended December 31, 2017 and 2016, respectively.
4. Restructuring
Restructuring charges relate to the implementation of several business improvement initiatives aimed at streamlining the Company’s
cost structure and improving its operations. These actions primarily resulted in workforce reductions, lease termination costs, and other
facility rationalization costs.
The following table summarizes activity related to accrued liabilities associated with the Company’s redundancy and restructuring for
the year ended December 31, 2017 (in thousands):

January 1, 2017
Employee termination costs
Facility exit costs
Other exit costs

Charges to Earnings

Cash
Paid

December 31, 2017

$

2,228 $
893
239

2,089 $
—
—

(2,881) $
(893)
(239)

1,436
—
—

$

3,360 $

2,089 $

(4,013) $

1,436
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Veolia ES Industrial Services, Inc.
(An Indirect, Wholly Owned Subsidiary of Veolia North America, Inc.)

Notes to Consolidated Financial Statements (continued)
4. Restructuring (continued)
The following table summarizes activity related to accrued liabilities associated with the Company’s redundancy and restructuring for
the year ended December 31, 2016 (in thousands):

January 1, 2016
Employee termination costs
Facility exit costs
Other exit costs

Cash
Paid

Charges to Earnings

December 31, 2016

$

— $
—
—

3,392 $
1,031
258

(1,164) $
(138)
(19)

2,228
893
239

$

— $

4,681 $

(1,321) $

3,360

5. Other Accrued Expenses
Other accrued expenses consist of the following (in thousands):
December 31
2017
Payable to bank related to factored receivables
Income, real estate, sales, and other taxes
Insurance claims
Restructuring costs
Other

2016

$

1,580 $
1,200
1,847
1,436
581

4,651
1,389
2,554
3,360
593

$

6,644 $

12,547
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Veolia ES Industrial Services, Inc.
(An Indirect, Wholly Owned Subsidiary of Veolia North America, Inc.)

Notes to Consolidated Financial Statements (continued)
6. Transactions With Affiliates
Amounts due from affiliates are as follows (in thousands):
December 31
2017
Veolia ES Technical Solutions, LLC
Veolia North America Regeneration Services, LLC
Kendall Green Energy Holdings LLC
Other affiliates

2016

$

2,115 $
1,194
—
80

1,733
83
350
90

$

3,389 $

2,256

The amounts due from Veolia affiliates represent receivables for industrial cleaning services provided to those affiliates or their
respective customers. These amounts due are classified as current assets because it is intended that such receivables will be settled
within the next year.
Current amounts due to affiliates are as follows (in thousands):
December 31
2017
Veolia ES Technical Solutions, LLC
Veolia ES Canada Industrial Services Inc.
Veolia ES Alaron, LLC
Other affiliates

2016

$

97 $
30
—
69

987
213
203
41

$

196 $

1,444

The amounts due to Veolia affiliates represent payables for services the Company received from those affiliates or related to the
Company’s customers. These amounts due are classified as current liabilities because it is intended that such payables will be settled
within the next year.
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(An Indirect, Wholly Owned Subsidiary of Veolia North America, Inc.)

Notes to Consolidated Financial Statements (continued)
6. Transactions With Affiliates (continued)
Long-term amounts due (from) to affiliates are as follows (in thousands):
December 31
2017
Notes payable due to Veolia North America, Inc.
Amount due from Veolia North America, Inc.

2016

$

— $
(29,238)

70,000
(11,356)

$

(29,238) $

58,644

On December 12, 2013, the Company borrowed a total of $70.0 million in two tranches from VNA under a promissory note. The first
tranche of $55.0 million was borrowed to refinance other long-term payables owed to VESNA and was due on December 13, 2023.
The second tranche of $15.0 million was borrowed for general working capital purposes and was due on December 13, 2018. Interest
rates on these borrowings were set quarterly based on a reference rate (LIBOR USD 90 days) plus 2.5% on the first tranche of
borrowings and based on a reference rate (LIBOR USD 90 days) plus 2.0% on the second tranche of borrowings. Interest expense
related to the borrowings due to VNA was $2.5 million and $2.4 million for the years ended December 31, 2017 and 2016,
respectively. At December 31, 2016, the borrowings due to VNA are included in the amounts due to affiliates presented as a
component of stockholder’s equity on the accompanying consolidated balance sheets because, on November 30, 2017, the Company
repaid the full amount of the debt owed to VNA with a portion of the capital contribution received from VESNA.
The amount due from VNA represents net amounts for cash sweeps relating to a shared cash management arrangement, interest
income, liabilities for insurance coverage, and other amounts paid by VESNA or VNA on behalf of the Company. At December 31,
2017, the net amounts due from VNA have been classified as a reduction to stockholder’s equity because these amounts are not
represented by note receivable agreements and there is no present intention by VNA to repay these amounts to the Company.
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(An Indirect, Wholly Owned Subsidiary of Veolia North America, Inc.)

Notes to Consolidated Financial Statements (continued)
6. Transactions With Affiliates (continued)
Sales to affiliates were as follows (in thousands):
Year Ended December 31
2017
2016
Veolia ES Technical Solutions, LLC
Veolia North America Regeneration Services, LLC
Kendall Green Energy Holdings LLC
Veolia Water North America Operating Services, LLC
Veolia Water North America-South, LLC
Other affiliates

$

8,184 $
1,877
—
24
—
153

7,423
37
350
280
241
143

$

10,238 $

8,474

Purchases from affiliates were as follows (in thousands):
Year Ended December 31
2017
2016
Veolia ES Technical Solutions, LLC
Veolia Water North America Operating Services, LLC
Veolia ES Alaron, LLC
Other affiliates

$

2,268 $
143
—
155

2,635
606
203
112

$

2,566 $

3,556

Interest expense, net paid to affiliates was as follows (in thousands):
Year Ended December 31
2017
2016
Interest (income) on amounts due from VNA
Interest expense on amounts due to VNA
Interest expense on note payable to VNA

$

(150) $
178
2,549

(92)
8
2,438

Interest expense, net

$

2,577 $

2,354
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(An Indirect, Wholly Owned Subsidiary of Veolia North America, Inc.)

Notes to Consolidated Financial Statements (continued)
6. Transactions With Affiliates (continued)
Interest income is related to amounts due from VNA, while interest expense is related to amounts due to VNA (including interest
expense on the note payable to VNA). Interest rates on amounts due from VNA were determined based on the federal funds rate plus
20 basis points, while interest rates on amounts due to VNA were based on the federal funds rate plus 50 basis points. Interest amounts
due from and to VNA were accrued and generally settled monthly at rates that averaged between 1.0% and 1.2% during 2017 and
between 0.3% and 0.5% during 2016.
VNA and its subsidiaries and affiliates provide the Company with various financing, tax, information technology, legal, risk
management, and other administrative services for which the Company was charged $12.0 million and $12.3 million during 2017 and
2016, respectively, for associated direct costs and an allocation of certain centrally incurred costs. These amounts are included in
selling, general, and administrative expenses on the accompanying consolidated statements of operations. It is the policy of VNA to
allocate centrally incurred costs primarily on the basis of usage, estimated time spend, headcount, or based on budgeted revenue. In the
opinion of management, these allocations and charges have been made on a reasonable basis; however, they are not necessarily
indicative of the level of expenses which might have been incurred had the Company been operating as a separate stand-alone entity.
Management’s estimate of the costs that would have been incurred if the Company had operated as an unaffiliated entity were
approximately $6.8 million for each of the years ended December 31, 2017 and 2016.
Insurance
The Company, through arrangements with VNA, has insurance coverage for workers’ compensation, commercial general liabilities,
professional and property risks, and motor vehicle liabilities in excess of certain occurrence deductibles. VNA purchases insurance
coverage on behalf of the Company. VNA charges the Company each period for incidents and claims below the occurrence
deductibles based on the best estimate of the ultimate settlement of developed claims, including claims incurred but not reported. To the
extent the insurance purchased by VNA provides coverage for claims in excess of certain occurrence deductibles that are higher than
the arrangements between the Company and VNA, the additional liability is paid by VNA on behalf of the Company and is not
reflected as a liability in the accompanying consolidated financial statements.
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Notes to Consolidated Financial Statements (continued)
6. Transactions With Affiliates (continued)
The Company also has arrangements through VNA for insurance coverage for employee medical benefits. VNA purchases the
insurance on behalf of the Company. VNA charges the Company each period for claims below the occurrence deductibles based on
expenses incurred and best estimates of the ultimate settlement of developed claims, including claims incurred but not reported.
7. Income Taxes
Current and deferred taxes have been presented by the Company on a stand-alone basis. The (benefit) provision for income taxes
consists of the following (in thousands):
Year Ended December 31
2017
2016
Current:
Federal
State

$

Deferred:
Federal
State

— $
434

—
383

434

383

(1,372)
461
(911)

(Benefit) provision for income taxes

$

(477) $

162
(161)
1
384
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Notes to Consolidated Financial Statements (continued)
7. Income Taxes (continued)
The differences in the (benefit) provision for income taxes and the amounts determined by applying the federal statutory rate of 35% to
income before income taxes for each period are as follows (in thousands):
Year Ended December 31
2017
2016
Tax benefit at statutory rate
State income taxes, net of federal benefit
Permanent items
Impact of change in federal tax rate
Changes in valuation allowance
Other, net

$

(7,861) $
552
360
17,519
(11,405)
358

(Benefit) provision for income taxes

$

(477) $

(7,259)
88
453
—
7,077
25
384

On December 22, 2017, the Tax Cuts and Jobs Act (the Act) was signed into law. The Act significantly changes the income tax laws
by reducing the federal corporate income tax rate from 35% to 21% beginning in 2018. The Company recorded income tax expense of
$17.5 million during 2017 as a result of reassessing the value of the Company’s federal deferred tax assets and liabilities given the
change in the federal corporate income tax rate. The Company is currently evaluating the impact of the other provisions of the Act but
those provisions are not expected to have a significant impact on its financial position and results of operations. Although the Company
believes it has determined a reasonable estimated impact of the Act, it should be considered a provisional estimate. The ultimate impact
could differ from these provisional amounts due to additional guidance, changes in interpretation, and additional analysis. Any
adjustments to the provisional estimate will be reported in income tax expense in the annual reporting period in which such adjustments
are determined.
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Notes to Consolidated Financial Statements (continued)
7. Income Taxes (continued)
The deferred income tax balances consist of the following (in thousands):
December 31
2017
Deferred tax liabilities:
Property and equipment
Intangible assets
Other

$

Total deferred tax liabilities
Deferred tax assets:
Net operating loss carryforwards
Allowance for doubtful accounts
Accrued insurance
Other expenses not currently deductible
Total deferred tax assets
Valuation allowance
Net deferred tax assets
Net deferred tax liabilities

$

2016
3,224 $
1,868
1

4,786
2,780
285

5,093

7,851

30,299
184
476
899

39,471
466
1,291
3,881

31,858
(28,633)

45,109
(40,038)

3,225

5,071

1,868 $

2,780

The Company has net operating loss carryforwards of approximately $140.3 million and $111.5 million for U.S. federal purposes and
$14.3 million and $9.5 million related to state jurisdictions post apportionment at December 31, 2017 and 2016, respectively. If not
utilized, the federal and state net operating loss carryforwards will begin to expire at various times beginning in 2019. A valuation
allowance on deferred tax assets has been recorded to the extent the Company believes it is more likely than not that a portion or all of
such assets will not be realized.
8. Employee Benefit Plans
The Company’s employees participate in a defined contribution 401(k) savings plan sponsored by VNA that covers substantially all
nonunion employees meeting certain minimum eligibility requirements. Participating employees can elect to defer a portion of their
compensation and contribute to the plan on a pretax basis. The Company also matches certain amounts, as defined in the plan
document. Contributions made and expensed by the Company under the plan were $2.2 million and $2.7 million for the years ended
December 31, 2017 and 2016, respectively.
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Notes to Consolidated Financial Statements (continued)
9. Commitments and Contingencies
Leases
The Company rents certain facilities, office space, and equipment under noncancelable operating leases expiring at various dates
through 2024. Rent expense for facilities and equipment under these leases was $4.8 million and $3.9 million for the years ended
December 31, 2017 and 2016, respectively. Future minimum lease payments under these leases as of December 31, 2017, are as
follows (in thousands):
Years ended December 31:
2018
2019
2020
2021
2022
Thereafter

$

5,516
5,359
4,884
3,313
1,886
1,209

$

22,167

Total rent expense, including leases with terms less than one year, recognized in the accompanying statements of operations was $20.1
million and $23.4 million for the years ended December 31, 2017 and 2016, respectively.
Environmental
The Company is subject to various laws and governmental regulations concerning environmental matters and continually monitors its
operations with respect to potential environmental issues, including the changes in environmental regulations and remediation
technologies. The Company believes that it is in compliance in all material respects with the laws and regulations affecting its
operations.
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Notes to Consolidated Financial Statements (continued)
9. Commitments and Contingencies (continued)
Legal
In the normal course of business and as a result of the extensive government regulation of the waste industry, the Company
periodically may become subject to various judicial and administrative proceedings and investigations involving federal, state, or local
agencies. The Company is also subject from time to time to general commercial claims and litigation and personal injury or property
damage claims and litigation arising out of accidents involving its vehicles and employees. The Company believes that the ultimate
resolution of these matters will not have a material adverse effect on the Company’s financial condition or results of operations.
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Exhibit 99.2
UNAUDITED PRO FORMA CONDENSED COMBINED FINANCIAL INFORMATION
On January 17, 2018, Clean Harbors, Inc. (the “Company”) entered into a purchase agreement with Veolia Environmental Services North America
LLC (“Seller”) to acquire Seller’s U.S. Industrial Cleaning Business (the “Veolia Business”) for a purchase price (subject to certain working capital and other
adjustments) of $120 million in cash. The acquisition subsequently closed on February 23, 2018.
The unaudited pro forma condensed combined balance sheet as of December 31, 2017 gives effect to the acquisition as if it closed on December 31,
2017 and combines the historical balance sheets of the Company and the Veolia Business as of December 31, 2017. The unaudited pro forma condensed
combined statement of operations for the year ended December 31, 2017 is presented as if the acquisition was consummated on January 1, 2017, and
combines the historical results of the Company and the Veolia Business for the year ended December 31, 2017. The Veolia Business’s consolidated balance
sheet and statement of operations information was derived from audited consolidated financial statements as of and for the year ended December 31, 2017
included as Exhibit 99.1 to this Amendment No. 1 to the Current Report on Form 8-K. The Company’s consolidated balance sheet and statement of
operations information was derived from its audited financial statements as of and for the year ended December 31, 2017 included in its Annual Report on
Form 10-K for the year ended December 31, 2017, as filed with the SEC on February 28, 2018, or the Company’s 10-K. The historical consolidated financial
information has been adjusted in the pro forma financial statements to give effect to pro forma events that are: (i) directly attributable to the acquisition, (ii)
factually supportable, and (iii) expected to have a continuing impact on the combined results of the Company and the Veolia Business. Assumptions
underlying the pro forma adjustments are described in the accompanying notes, which should be read in conjunction with the unaudited pro forma
condensed combined financial information.
The following unaudited pro forma condensed combined financial information gives effect to the acquisition using the acquisition method of
accounting. Under the acquisition method of accounting, the purchase price is allocated to the Veolia Business’s tangible and intangible assets acquired and
liabilities assumed based on the respective fair value with any excess purchase price allocated to goodwill. The information reflects the Company’s
preliminary estimates of the allocation of the purchase price for the Veolia Business based upon available information and certain assumptions that
management believes are reasonable under the circumstances, and actual results could differ materially from these anticipated results. The final allocation of
the purchase price will be based on the final purchase price, as it may be adjusted in accordance with the acquisition agreement, and the finalization of the
fair value determinations related to the Veolia Business’s tangible and identifiable intangible assets acquired and liabilities assumed.
The following unaudited pro forma condensed combined financial information does not purport to represent what the Company’s results of
operations or financial position would actually have been had the acquisition occurred on the dates described above or to project the Company’s results of
operations or financial position for any future date or period. The combined pro forma financial information does not reflect the realization of any expected
cost savings or other synergies from the acquisition of the Veolia Business as a result of integration activities and other cost savings initiatives. The
Company currently estimates that synergies and other cost savings initiatives will result in annual combined cost savings of approximately $22 million to
$27 million as compared to amounts reflected in the 2017 results relating to the Veolia Business and the pro forma combined amounts. Synergies are
expected from reduced costs associated with finance, tax, information technology, legal, risk management and other administrative services utilizing the
Company’s structure, and incremental cost savings from lease buyouts, previous restructuring actions and workforce integration, which are not reflected in
the pro forma condensed consolidated statements of operations. Although the Company believes such cost savings and other synergies will be realized
following the business combination, there can be no assurance that these cost savings or any other synergies will be achieved in full or at all.
The following unaudited pro forma condensed combined financial information and the accompanying notes should be read together with (1) the
Company’s audited consolidated financial statements and accompanying notes, as of and for the fiscal year ended December 31, 2017, and Management’s
Discussion and Analysis of Financial Condition and Results of Operations included in the Company’s Annual Report on Form 10-K for the year ended
December 31, 2017 and (2) the Veolia Business’s audited consolidated financial statements as of and for the year ended December 31, 2017 included as
Exhibit 99.1 to this Amendment No. 1 to the Current Report on Form 8-K.
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CLEAN HARBORS, INC. AND SUBSIDIARIES
UNAUDITED PRO FORMA CONDENSED COMBINED BALANCE SHEET
ASSETS
AS AT DECEMBER 31, 2017
(in thousands)
Clean
Harbors

Pro Forma
Adjustments

Veolia Business

Notes

Pro Forma

Current assets:
Cash and cash equivalents

$

Marketable securities
Accounts receivable, net
Unbilled accounts receivable
Due from affiliates
Deferred costs
Prepaid expenses and other current assets

319,399

$

—

$

(120,000)

38,179

—

528,924

20,112

(17)

35,922

17,418

—

—

3,389

—

20,445

—

—

(a)

$

—

199,399
38,179

(b)

549,019
53,340

(c)

3,389
20,445

35,175

1,485

—

36,660

176,012

1,459

—

177,471

1,154,056

43,863

(120,017)

1,587,365

36,454

35,566

(d)

1,659,385

Goodwill

478,523

26,569

41

(e)

505,133

Permits and other intangibles, net

469,128

—

5,140

(f)

474,268

17,498

168

—

17,666

965,149

26,737

5,181

997,067

Inventories and supplies
Total current assets
Property, plant and equipment, net

1,077,902

Other assets:

Other
Total other assets
Total assets

$

3,706,570

$

107,054

$

(79,270)

See accompanying notes to unaudited pro forma condensed combined financial statements.
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$

3,734,354

CLEAN HARBORS, INC. AND SUBSIDIARIES
UNAUDITED PRO FORMA CONDENSED COMBINED BALANCE SHEET
LIABILITIES AND STOCKHOLDERS’ EQUITY
AS AT DECEMBER 31, 2017
(in thousands)

Clean Harbors

Pro Forma
Adjustments

Veolia Business

Notes

Pro Forma

Current liabilities:
Current portion of long-term debt

$

Accounts payable

4,000

$

224,231

—

$

16,403

—

$

—

Deferred revenue

67,822

—

—

Accrued expenses

187,982

9,334

517

(g)
(c)

Due to affiliates
Current portion of closure, post-closure and remedial liabilities
Total current liabilities

4,000
240,634
67,822
197,833

—

196

—

19,782

—

—

19,782

196

503,817

25,933

517

530,267

Other liabilities:
Closure and post-closure liabilities, less current portion
Remedial liabilities, less current portion
Long-term obligations, less current maturities
Deferred taxes, unrecognized tax benefits and other long-term
liabilities
Total other liabilities

54,593

—

—

54,593

111,130

—

—

111,130

1,625,537

—

—

1,625,537

223,291

1,868

—

225,159

2,014,551

1,868

—

2,016,419

Stockholders’ equity:
Common stock, $.01 par value:
Clean Harbors authorized 80,000,000; shares issued and outstanding
56,501,190
Additional paid-in capital
Accumulated other comprehensive loss

565

1

(1)

(h)

565

686,962

228,463

(228,463)

(h)

686,962

(h)

(172,407)

(h)

672,548

(172,407)

Due from affiliate
Accumulated earnings (deficit)
Total stockholders’ equity

—
(29,238)

29,238

673,082

(119,973)

119,439

1,188,202

Total liabilities and stockholders’ equity

$

—

—

3,706,570

79,253
$

107,054

(79,787)
$

(79,270)

See accompanying notes to unaudited pro forma condensed combined financial statements.
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—
1,187,668
$

3,734,354

CLEAN HARBORS, INC. AND SUBSIDIARIES
UNAUDITED PRO FORMA CONDENSED COMBINED STATEMENT OF OPERATIONS
FOR THE YEAR ENDED DECEMBER 31, 2017
(in thousands)

Clean Harbors

Pro Forma
Adjustments

Veolia Business

Notes

Pro Forma

Revenues:
Service revenues

$

Product revenues

2,398,650

$

210,157

$

(125)

546,328

—

2,944,978

210,157

(125)

Service revenues

1,641,798

186,464

(114)

Product revenues

420,875

—

2,062,673

186,464

(114)

456,648

31,561

(130)

—

2,089

—

9,460

—

—

Depreciation and amortization

288,422

9,734

6,879

Income (loss) from operations

127,775

(19,691)

(6,760)

Total revenues

(i)

$

—

2,608,682
546,328
3,155,010

Costs of revenues (exclusive of items shown separately below)

Total cost of revenues
Selling, general and administrative expenses
Restructuring costs
Accretion of environmental liabilities

(i)

1,828,148

—
(j)

488,079
2,089
9,460

(k)

305,035
101,324

Other expense

(6,119)

Loss on early extinguishment of debt

(7,891)

—

—

(7,891)

Gain on sale of business

30,732

—

—

30,732

—

(88,396)

Interest expense, net
Income (loss) before benefit for income taxes
Benefit for income taxes

(182)

420,875
2,249,023

(85,808)

(2,588)

58,689

(22,461)

(6,760)

(477)

(2,366)

(42,050)
$

100,739

Basic

$

Diluted

$

Net income (loss)

—

$

(21,984)

$

(4,394)

(6,301)

29,468
(l)

(44,893)
$

74,361

1.77

$

1.30

1.76

$

Earnings per Share:
1.30

Shares used to compute earnings per share - Basic

57,072

57,072

Shares used to compute earnings per share - Diluted

57,200

57,200

See accompanying notes to unaudited pro forma condensed combined financial statements.
4

NOTES TO UNAUDITED PRO FORMA CONDENSED COMBINED FINANCIAL STATEMENTS
1.

The Acquisition

On January 17, 2018, Clean Harbors, Inc. (the “Company”) entered into a purchase agreement with Veolia Environmental Services North America, LLC
(“Seller”) to acquire Seller’s U.S. Industrial Cleaning Business (the “Veolia Business”). The acquisition subsequently closed on February 23, 2018.
Under the terms of the purchase agreement, the Company agreed to pay to the Veolia Business’s shareholder cash consideration in an amount equal to
$120.0 million, subject to working capital adjustments, which are to be settled within 120 days from closing.
The following summarizes the preliminary purchase price allocation, as if the acquisition had occurred on December 31, 2017 (in thousands):
Assets to be acquired:
Accounts receivable
Unbilled accounts receivable
Prepaid expenses and other current assets
Inventory
Goodwill
Intangible assets
Property, plant and equipment
Other assets

$

20,112
17,418
4,874
1,459
26,610
5,140
72,020
168
147,801

Liabilities to be assumed:
Accounts payable
Accrued expenses
Deferred tax liabilities, net

16,403
9,530
1,868
27,801

Net assets to be acquired

$

120,000

The Company has determined initial allocation estimates based on preliminary valuations of property, plant and equipment, customer relationships and
other potential intangible assets. The valuations consist of discounted cash flow analysis or other appropriate valuation techniques to determine the fair
value of the assets acquired and liabilities assumed. The Company will make a Section 338(g) election under the Internal Revenue Code with respect to this
acquisition, resulting in the acquired entity being treated as an asset purchase for tax purposes. Therefore, no deferred tax liabilities are reflected related to the
preliminary fair value adjustments. Based on information available at the time of the filing of this current report on Form 8-K/A, the Company is not aware of
any differences in accounting policies that would have a material impact on the financial results of the combined company.
The amounts allocated to assets to be acquired and liabilities to be assumed in the acquisition could differ materially from the preliminary allocation
estimates. Decreases or increases in the fair value of assets acquired or liabilities assumed in the acquisition from those preliminary valuations presented
would result in a corresponding increase or decrease in the amount of goodwill that resulted from the acquisition. In addition, if the value of the assets
acquired is higher than the preliminary indication, it may result in higher amortization and/or depreciation expense than is presented in these pro forma
statement of operations.
2.

Pro Forma Balance Sheet Adjustments

The pro forma adjustments included in the unaudited condensed combined balance sheet are as follows:
a)

Represents an adjustment to reflect the use of existing cash to pay the purchase price for the Veolia Business.

b) Represents an adjustment to reduce accounts receivable for sales transactions between the Company and the Veolia Business that occurred prior
to the completion of the acquisition.
c)

Due to/Due from affiliates balances represent amounts that the Veolia Business either owed or expected to receive from its parent company
and/or affiliates for transactions that occurred prior to December 31, 2017. As of the
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closing of the acquisition on February 23, 2018, these receivables and payables were settled with the Veolia Business’s parent company and/or
affiliates.
d) Represents a preliminary adjustment of $35.6 million to adjust the carrying value of the acquired property, plant and equipment as of December
31, 2017 to estimated fair value using a cost and market approach. The estimated property, plant and equipment are expected to be depreciated
on a straight-line basis over estimated useful lives that will range from four to 15 years. The pro forma adjustment for property, plant and
equipment consisted of the following (in thousands):
Property, plant and equipment (i)
Land
Less: Veolia Business’s net book value
Pro forma property, plant and equipment adjustment

$

2,216
(36,454)
$

Acquisition Date
Fair Value

(i)
Buildings and building improvements
Transportation equipment
Machinery and equipment
Furniture and fixtures
Construction in progress
Property, plant and equipment
e)

69,804

$

$

35,566

Estimated Useful Life
6,326

12 years

47,089

6 years

15,821

5 years

57

4 years

511

15 years

69,804

Represents an adjustment to record preliminary goodwill. The excess of the purchase price over the estimated fair values of the net tangible and
intangible assets has been recorded as goodwill (in thousands):
Increase
(Decrease)

Record acquisition goodwill
Eliminate the Veolia Business’s existing goodwill
Goodwill adjustment
f)

$

26,610
(26,569)

$

41

Represents an adjustment of $5.1 million to reflect the preliminary estimated fair value of the Veolia Business’s identifiable intangible assets
using a combination of the cost and market approach and the income approach. The identifiable intangible assets primarily consist of customer
relationships and a corporate non-compete agreement. The estimated intangible assets are expected to be amortized on a straight-line basis over
estimated useful lives that will range from five to 10 years. The pro forma adjustment for permits and other intangible assets consists of the
following (in thousands):
Acquisition Pro Forma

Customer relationships
Non-compete agreement
Permits and other intangible assets adjustment

$
$

Estimated Useful Life

3,300

10 years

1,840

5 years

5,140

g) Represents an adjustment of approximately $0.5 million to record direct transaction costs, which consist of legal and accounting fees and other
external costs incurred by the Company.
h) Represents adjustments to eliminate the Veolia Business’s historical stockholders’ equity of $79.3 million; and reduce accumulated earnings for
approximately $0.5 million of legal and accounting fees incurred by the Company related to the acquisition of the Veolia Business and the
elimination of accounts receivable for sales transactions between the Company and the Veolia Business.
3.

Pro Forma Statement of Operations Adjustments
The unaudited pro forma condensed combined statements of operations do not include any non-recurring charges that will arise as a result of the
acquisition described above.
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i)

Represents an adjustment to reduce revenue and cost of revenue for transactions between the Company and the Veolia Business for the year
ended December 31, 2017.

j)

Represents the elimination of costs incurred in relation to the acquisition that are non-recurring.

k) Represents the corresponding adjustment of $6.9 million to annual depreciation and amortization expense for the step-up in property, plant and
equipment and identifiable intangibles to the preliminary estimated fair value. The adjustments were calculated using the straight-line method
over the estimated useful lives discussed in notes 2(d) and 2(f).
The pro forma depreciation and amortization adjustments are as follows (in thousands):
Year Ended
December 31, 2017

Eliminate the Veolia Business’s depreciation and amortization
Permits and intangible assets amortization
Property, plant and equipment depreciation
Pro forma depreciation and amortization adjustment
l)

$

(9,734)
698
15,915

$

6,879

Represents the pro forma tax effect of the above adjustments at an estimated statutory tax rate of 35.0% for the year ended December 31, 2017.
The pro forma income tax provision adjustment is as follows (in thousands):
Acquisition Pro
forma Adjustments

Pro forma loss before income taxes
Statutory income tax rate
Pro forma income tax provision adjustment

$

(6,760)

$

(2,366)

35%
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