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TESTIMONY OF OUCC WITNESS EDWARD T. RUTTER 
CAUSE NO. 44835 

CITIZENS WASTEWATER OF WESTFIELD, LLC 

I. INTRODUCTION 

Please state your name and business address. 

My name is Edward T. Rutter and my business address is 115 West Washington 

St., Suite 1500 South Tower, . Indianapolis, Indiana 46204. My educational 

background and professional experience is detailed in Appendix ETR-1 attached to 

this testimony. 

By whom are you employed and in what capacity? 

I am employed by the Indiana Office of Utility Consumer Counselor ("OUCC") as 

a Chief Technical Advisor in the Resource Planning and Communications Division. 

What is the purpose of your direct testimony? 

I address the capital structure used by Citizens Wastewater of Westfield, LLC 

("Petitioner" or "Company") in their filing and testified to by Ms. Sara J. Mamuska

Morris.1 I also address the testimony of Mr. Aaron D. Johnson2 where he testifies 

that the rate of return that Petitioner is seeking is based on the capital structure 

agreed to by the OUCC and Petitioner and approved by the Indiana Utility 

Regulatory Commission ("Commission") in Cause No. 44273. 

I recommend that for purposes of setting the rate of return, the capital 

structure should reflect the true nature of the capital contributions and any 

1 Petitioner's Exhibit 3, Direct Testimony of Sara J. Mamuska-Morris, p. 5, Table at top of page. 
2 Petitioner's Exhibit 1, Direct Testimony of Aaron D. Johnson, p. 13, lines 7 -10. 
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1 additional capital invested in Petitioner's rate base during the test year. My 

2 recommendation is included on Attachment ETR-1. 
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II. CAPITAL CONTRIBUTIONS 

Please describe Petitioner's proposed capital structure. 

The Company proposes an end-of-test year, December 31, 2015, capital structure 

totaling $61,432,000. It includes $46,162,000 in common equity (75.14% of the 

total) and $15,270,000, or 24.86% of the total, in long-term debt. See Mamuska

Morris direct at page 5. 

What are the OUCC's concerns with Petitioner's proposed capital structure? 

Petitioner's proposed "common equity" component of the capital structure is not 

reflective of the capital contribution to Petitioner from its parent. Of the $46. lM 

"common equity," $44.3M is contributed capital3 from Citizens Westfield Utilities, 

LLC. This $44.3M is subject to priority dividend payments to Citizens Westfield 

Utilities, LLC ("Member"). The Operating Agreement requires Petitioner to make 

priority payments to its parent in an amount "at least sufficient to allow the Member 

to pay its obligations."4 Common equity does not have this type of priority for 

dividend payments; rather it is paid only after other obligations are fulfilled. For 

2016, Citizens Water of Westfield, LLC and Citizens Wastewater of Westfield, 

3 Petitioner's Response to OUCC DR 2.21, page 20 of 80, II Capital Contributions. See Attachment ETR-3. 
4 Amended and Restated Operating Agreement for Citizens Wastewater of Westfield, LLC, provided in 
response to OUCC DR 1 .4 ( e ). See Attachment ETR-4. 
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LLC are collectively responsible for priority payments to Citizens Westfield 

Utilities, LLC in the amount of $4,576,763.5 

How should the capital contributed by Citizens Westfield Utilities, LLC to 
Citizens Wastewater of Westfield, LLC be treated? 

To acquire Citizens Wastewater of Westfield, LLC (and Citizens Water of 

Westfield, LLC). Citizens Westfield Utilities, LLC issued $69,090,0006 in debt. 

Petitioner then classified the funds ( debt) that were used to finance its purchase as 

common equity. Citizens Westfield Utilities, LLC is required to make principle 

and interest payments on the debt it issued to acquire the water and wastewater 

utilities from the City of Westfield. Citizens Westfield Utilities, LLC' s only source 

ofrevenues is dividends from its Water, Wastewater and Gas utilities. Petitioner's 

Amended and Restated Operating Agreement for Citizens Wastewater of 

Westfield, LLC, Section 6.02 confirms that Petitioner is obligated to make dividend 

payments to its Parent company. The agreement states: 

Distributions. Cash or other property shall be distributed to the 
Member at such time or times as the Board of Directors shall 
determine. To the extent permitted by laws, the Company shall pay 
dividends to the Member which are at least sufficient to allow the 
Member to pay its obligations. 

(Underline emphasis in original, bolded emphases added) 

5 Petitioner's Response to OUCC DR 11.2 (d). See Attachment ETR-5. 
6 Unanimous Written Consent of The Board of Directors of Citizens Westfield Utilities, LLC to Action 

Without a Meeting, I. Approval of Financing, effective March 11, 2014. See Attachment ETR-3. 
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A report from Fitch (Petitioner's WP 612 and Attachment ETR-6) also discusses 

the relationship between Citizens Wastewater of Westfield, LLC and its Parent as 

follows: 

Weakest Link Rating: Fitch believes that the utility's legal 
requirement to declare and pay dividends to the holding company 
adds notable risk to the bondholders. The utility, Citizens Water of 
Westfield, LLC (rated BBB' Stable Outlook by Fitch) and Citizens 
Gas of Westfield, LLC (not rated, together, the operating 
companies) are required to pay dividends to the holding company in 
amounts that are sufficient to pay the obligations of the holding 
company. Financial deterioration in any one of the operating 
companies could result in increased dividend payments by the 
others. Therefore, the rating on the utility considers and is limited 
by the lowest relative credit strength of all the individual operating 
compames. 

(Underlined Emphasis added) 

Petitioner has a financial obligation to pay dividends to Citizens Westfield Utilities, 

LLC and due to that obligation, the capital Citizens Westfield Utilities, LLC 

contributed to Petitioner is more consistent with preferred stock than common 

stock. It should be treated as preferred stock in the capital structure, separate from 

common equity. 

What is preferred stock? 

Preferred stock is considered a hybrid form of capital. It shares both the 

characteristics of equity and debt. Preferred stock is similar to equity, because the 

payments are made after debt payments. A preferred shareholder cannot foreclose 

on a company if it fails to make its preferred stock payment. However, preferred 
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stock is similar to debt, because it is a fixed payment and the payments must be 

made before common dividends are paid. 

Why should the majority of Citizens Westfield Utilities, LLC's capital 
contribution to Petitioner be treated as preferred stock for ratemaking 
purposes? 

My recommendation is based on the priority dividend payments required under the 

Amended and Restated Operating Agreement for Citizens Wastewater of 

Westfield, LLC. When these type of payments become obligations (not residual 

payments) they cease to be performance based equity distributions to the 

shareholders, but in fact are required payments. 

Preferred stock is equity that has a fixed or priority dividend payout. 

Preferred stockholders have priority over common stockholders when it comes to 

the receipt of dividends. Petitioner's obligation to make payments to its Parent 

company makes the capital contributed to Petitioner more consistent with preferred 

stock than it is with common stock or debt. The OUCC's capital structure properly 

reflects the economic reality of Petitioner's capital structure. 

Are there any independent third party analyses that recognize Petitioner's 
priority dividend payment requirement? 

Yes. Fitch Ratings report discussed earlier recognizes this requirement. 

What capital structure is the OUCC recommending in developing the 
weighted average cost of capital in this proceeding? 

The capital structure I recommend is developed on Attachment ETR-1 and consists 

of a December 31, 2015, capital structure totaling $61,432,000. It includes 

$1,862,000 in common equity (3.03% of the total), $44,300,000 in preferred equity 

(72.11 % of the total) and $15,270,000 in long-term debt (24.86% of the total). 
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III. EFFECTIVE COST OF PREFERRED STOCK 

What cost rate should apply to the preferred stock you have adopted for 
ratemaking purposes? 

The $69,090,000 debt7 to fund the Westfield Water and Westfield Wastewater 

acquisitions should be divided by the $4,563,763 current annual obligation to 

Citizens Westfield Utilities. LLC. The appropriate cost rate is 6.61 % and is 

developed on Attachment ETR-2. Because the Member's debt was used 

7 exclusively to purchase Westfield Water and Wastewater and both the Water and 

8 Wastewater utilities are collectively responsible to make dividend payments to pay 

9 for the Member's repayment of its debt (interest and principal), it is appropriate to 

10 use the total debt and dividend requirement to calculate the rate of Petitioner's 

11 preferred stock. The total invested capital and dividend requirement are taken from 

12 Petitioner's response to OUCC data request 15-6 d. 

13 Q. 

14 A. 

15 
16 

17 
18 

19 Q. 

20 A: 

IV. RECOMMENDATIONS 

What is the OUCC recommending in this proceeding? 

The OUCC recommends the Commission: 

• Recognize the capital structure for ratemaking purposes contained on 
Attachment ETR-1 

• Recognize the preferred stock cost rate of 6.61 % contained on 
Attachment ETR-2. 

Does this conclude your testimony? 

Yes. 

7 Petitioners wp 120, pp. 0077-0079. See Attachment ETR-7. 
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Please describe your educational background and experience. 

I am a graduate of Drexel University in Philadelphia, PA, with a Bachelor of 

Science degree in Business Administration. I was employed by South Jersey Gas 

Company as an accountant responsible for coordinating annual budgets, preparing 

preliminary monthly, quarterly, annual and historical financial statements, assisting 

in preparation of annual reports to shareholders, all SEC filings, state and local tax 

filings, all FPC/FERC reporting, plant accounting, accounts payable, depreciation 

schedules and payroll. Once the public utility holding company was formed, South 

Jersey Industries, Inc., I continued to be responsible for accounting as well as for 

developing the consolidated financial statements and those of the various subsidiary 

companies including South Jersey Gas Company, Southern Counties Land 

Company, Jessie S. Morie Industrial Sand Company, and SJI LNG Company. 

I left South Jersey Industries, Inc. and took a position with Associated 

Utility Services Inc. (AUS), a consulting firm specializing in utility rate regulation 

including rate of return, revenue requirement, purchased gas adjustment clauses, 

fuel adjustment clauses, revenue requirement development and valuation of 

regulated entities. 
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On leaving AUS, I worked as an independent consultant in the public utility 

area as well as telecommunications including cable television (CATV). I joined 

the OUCC in December 2012 as a utility analyst. 

Have you previously testified before the Indiana Utility Regulatory 
Commission? 

I have previously testified before the Indiana Utility Regulatory Commission 

(Commission) in Cause Nos. 44311, 44331, 44339, 44363, 44370, 44418, 44429, 

44446,44478,44486,44495,44497,44526,44540,44542,44576,44602,44403, 

44634, 44645, 44688, 44794 plus 43827 and 43955 DSM dockets and several sub

dockets.. I have also testified before the regulatory commissions in the states of 

New Jersey, Delaware, Maryland, Pennsylvania, New York, Connecticut, Georgia, 

Florida, North Carolina, Ohio, Oklahoma, Virginia and Wisconsin. In addition to 

the states mentioned, I submitted testimony before the utility regulatory 

commissions in the Commonwealth of Puerto Rico and the U.S. Virgin Islands. I 

have also testified as an independent consultant on behalf of the U.S. Internal 

Revenue Service in Federal Tax Court, New Yorkjurisdiction. 
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Please describe your educational background and experience. 

I am a graduate of Drexel University in Philadelphia, PA, with a Bachelor of 

Science degree in Business Administration. I was employed by South Jersey Gas 

Company as an accountant responsible for coordinating annual budgets, preparing 

preliminary monthly, quarterly, annual and historical financial statements, assisting 

in preparation of annual reports to shareholders, all SEC filings, state and local tax 

filings, all FPC/FERC reporting, plant accounting, accounts payable, depreciation 

schedules and payroll. Once the public utility holding company was formed, South 

Jersey Industries, Inc., I continued to be responsible for accounting as well as for 

developing the consolidated financial statements and those of the various subsidiary 

companies including South Jersey Gas Company, Southern Counties Land 

Company, Jessie S. Morie Industrial Sand Company, and sn LNG Company. 

I left South Jersey Industries, Inc. and took a position with Associated 

Utility Services Inc. (AUS), a consulting firm specializing in utility rate regulation 

including rate of return, revenue requirement, purchased gas adjustment clauses, 

fuel adjustment clauses, revenue requirement development and valuation of 

regulated entities. 
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On leaving AUS, I worked as an independent consultant in the public utility 

area as well as telecommunications including cable television (CATV). I joined 

the OUCC in December 2012 as a utility analyst. 

Have you previously testified before the Indiana Utility Regulatory 
Commission? 

I have previously testified before the Indiana Utility Regulatory Commission 

(Commission) in Cause Nos. 44311, 44331, 44339, 44363, 44370, 44418, 44429, 

44446,44478,44486,44495,44497,44526,44540,44542,44576,44602,44403, 

44634, 44645, 44688, 44794 plus 43827 and 43955 DSM dockets and several sub

dockets.. I have also testified before the regulatory commissions in the states of 

New Jersey, Delaware, Maryland, Pennsylvania, New York, Connecticut, Georgia, 

Florida, North Carolina, Ohio, Oklahoma, Virginia and Wisconsin. In addition to 

the states mentioned, I submitted testimony before the utility regulatory 

commissions in the Commonwealth of Puerto Rico and the U.S. Virgin Islands. I 

have also testified as an independent consultant on behalf of the U.S. Internal 

Revenue Service in Federal Tax Court, New Yorkjurisdiction. 



PETITIONER'S EXHIBIT 3 

DESCRIPTION ACTUAL AT 

12/31/2015 

CAPITAL CONTRIBUTION: 

PAID-IN-CAPITAL (c) $44,622,011 

RETAINED EARNINGS (b} 1,539,989 

TOTAL CAPITAL CONTRIBUTION (a) 46,162,000 

PREFERRED/PREFERENCE STOCK CAPITAL 0 

DEBT: 

SHORT-TERM DEBT (d) 0 
LONG-TERM DEBT (a) 15,270,000 

TOTAL DEBT 15,270,000 

TOTAL INVESTED CAPITAL $61.432.000 

NOTES: 

(a) Petitioner"s Exhibit 3, page 5 of 11. 

(b} Response to OUCC Data Request 15, No. 3 

(c) Response to OUCC Data Request 2.21 page 20 of 80 

(d} Response to OUCC Data Request 15 - 3 

ADJUSTMENT 

($44,300,000} 

Q 

(44,300,000} 

44,300,000 

0 

Q 

0 

.s.o 

ADJUSTED AT 

12/31/2015 

$322,011 

1,539,989 

1,862,000 

44,300,000 

0 

15,270,000 

15,270,000 

$61.432.000 

Cause No. 44835 
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PERCENT OF 

TOTAL 

12/31/2015 

3.03% 

72.11% 

24.86% 

100.00% 



Cause No. 44835 
CITIZENS WASTEWATER OF WESTFIELD, LLC Attachment ETR-2 

DEVELOPMENT OF PREFERRED/PREFERENCE CAPITAL COST RATE Page 1 of1 

DESCRIPTION 

CAPITAL CONTRIBUTION TO CITIZENS WATER OF 

WESTFIELD AND CITIZENS WASTEWATER OF 

WESTFIELD (a) 

OBLIGATION OF CITJZENS WATER OF WESTFIELD 

AND CITIZENS WASTEWATER OF WESTFIELD 

CALENDAR YEAR 2016 (MEMBERS) (b) 

EFFECTIVE COST RATE 

NOTES: 

CAPITAL CONTRIBUTION 

PRFERRED/PREFERENCE CONTRIBUTION 

DEVELOPMENT OF EFFECTIVE COST 

03/11/14 

$69,090,000 

$4,563,763 

6.61% 

(a) Unanimous Written Consent of the Board of Directors of Westfield Utilities, LLC to Action 

Without a Meeting, response to OUCC DR 2.21, pages 19, 20, 21, 22 and 23 of 80. 

(b) Response of Petitioner to OUCC DR 11.2 (d) 
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ExhibitA 
!!! 

Operating Agreement 

Name, Address and Capital Contribution of Member 

Member Capital Contribution 

Citizens Energy Services Company~.LLC 
2020N M -;.diari .. . . .~P 
Indiat1apQ].js! 1:ocliana 46202 

A-1 

Cause No.: 44835 
OUCCDR2.21 

Page 18 of80 
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WHEREAS, the Board has determined it is desirable and in the best interest of the 
Company to enter into an interest rate swap transaction (the "2014 Swap") with respect to the 
interest rates paid on the IF A 2014 Westfield Utilities Bonds; and 

WHEREAS, the Board has determined it is des:irable and in the best interest of the 
Company to enter each of the financing documents listed in Exhibit A attached hereto and all 
other agreements, documents or instruments to be executed and/or delivered in connection with 
the IFA 2014 Westfield Utilities Bonds, the 2014 Swap and the Continuing Covenant 
Agreement, including the execution and delivery of certain borrower notes to be issued by the 
Company ( collectively, the "Financing Documents"). 

NOW, THEREFORE, BE IT RESOLVED BY THE BOARD OF DIRECTORS OF 
THE COMPANY THAT: 

SECTION 1. The foregoing recitals are incorporated herein by reference are hereby 
ratified, confirmed and approved. 

SECTION 2. The Board hereby approves, confinns and ratifies the execution, delivery and 
performance of the Financing Documents in substantiaDy the form presented to the Board, and all 
other agreements, documents or instruments to be executed and/or delivered pursuant to the 
Financing Documents and such other documents and authorizes the officers of the Company (the 
"Authorized O:fficersn), singly o.r otherwise, to execute and deliver the Financing Documents and 
such other documents with such changes in form and/or substance as the Authorized Officers who 
execute the Financing Documents deem appropriate, their approval and acceptance of such changes 
to be evidenced by their execution and delivery thereof, and to take such other actions as may be 
necessary or desirable to consummate the transactions contemplated thereby. 

SECTION 3. The taking of any action or the execution of any instrument by the 
Authorized Officers in connection with the foregoing resolutions shall be conclusive of such 
Authorized Officers' determination that the same was necessary to serve the best interests of the 
Company. 

SECTION 4. If any section, paragraph or provision of this Resolution shall be held to be 
invalid or unenforceable for any reason, the invalidity or unenforceability of such section, 
paragraph or provision shall not affect any of the remaining provisions of this Resolution. 

II. :capttal Contributio11s 

WHEREAS, the-·Board bas· tletenmned ;fuatit"i~rdesrraole 'and 'in the,best-v.interest,of the 
Company, uponreceiptof themnds.;n-omcthe IFA 2014 Westfield>UtilitiesBonds,as.described:in 
tlietfutegomg ifesolutions~ 'to {a)'make''a capital.oonm."bu.tion in the :iimaunt o:t.$21,,100,-000 .to., 
Gitizen~Wc!W·Of ;w ~tfi~!d,at1d{b),makeacapital oontribution.in.the amountof,$44~300,000 to· 
Citizens WastewateriofWestfield·(collectively,,,the "Capital €ontributi-0ns11)., 

NOW, THEREFORE, BE IT RESOLVED BY THE BOARD OF DIRECTORS OF 
THE COMPANY THAT: 

SECTION 1. The foregoing recitals are incorporated herein by reference are · hereby 
ratified, confirmed and approved 
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IN WITNESS WHEREOF, the undersigned have executed this Written Consent as of 
the date first set forth above. 

Michael Strohl 

w.l:27::~ 

{Signature Page to Citizens Westfield Utilities, LLC Board Consent (Financing)] 
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AMENDED AND RESTATED OPERATING AGREEMENT 
FOR 

CITIZENS WASTEWATER OF WESTFIELD. LLC 

Cause No.: 44835 
OUCC DR 1.4(e) 

Page 1 of14 

THIS AMENDED AND RESTATED OPERATING AGREEMENT ("Agreement"), is 
made and entered into this ;r"day of February, 2014 to be effective as of November 5, 2012 (the 
"Effective Date"), by and between Citizens Wastewater of Westfield, LLC, an Indiana limited 
liability company (the "Company'1), and Citizens Westfield Utilities, LLC, an Indiana limited 
liability company (the "Member"), the sole member of the Company. The Member is the 
permitted transferee of Citizens Energy Services Company, LLC C'CESCO"), the initial sole 
member of the Company. The Company was organized as a limited liability company under the 
Indiana Business Flexibility Act, as amended, Ind. Code 23-18-1-1 et seq. (the "Act11). Certain 
defined tenns used but not otherwise defined in this Agreement are set forth in Schedule I 
attached hereto and made a part hereof. In consideration of the mutual covenants and 
agreements contained in this Agreement and other good and valuable consideration, and 
intending to be legally bound hereby, the parties hereby agree as follows: 

ARTICLE I 

PURPOSES 

As set forth in the Articles of Organization of the Company (the "Articles11), the 
Company was organized for the purpose of acquiring and operating a wastewater utility in 
Westfield, Indiana, to provide reliable, adequate and safe wastewater services to customers of the 
utility and to engage in and do any act in furtherance of any and all lawful businesses and 
activities for which limited liability companies may be formed under the Act. The Member is a 
separate wholly-owned subsidiary limited liability company of CESCO. CESCO is a separate 
wholly-owned subsidiary limited liability company of Citizens By-Products Coal Company d/b/a 
Citizens Resources ("Resources"), which is itself a separate wholly-owned subsidiary of the 
Board of Directors for Utilities of the Department of Public Utilities of the City of Indianapolis, 
as successor trustee for a public charitable trust d/b/a Citizens Energy Group ("Citizens Energy 
Group"). In furtherance of Citizens Energy Group's public charitable trust purposes, and under 
its authority pursuant to Ind. Code 8-1-11.l-3(c)(8) pertaining to Resources, Resources and its 
above-referenced direct and indirect subsidiaries have authorized the organization of the 
Company for the purposes set forth herein. 

ARTICLEil 

ORGANIZATIONAL MATTERS 

Section 2.01. Principal Place of Business. The principal place of business of the 
Company shall be 2020 N. Meridian, Indianapolis, Indiana 46202, or such other address as may 
be established by the Member (the "Principal Office"). 

Section 2.02. Re~stered Office and Registered Agent. The Company's registered office 
shall be at its Principal Office and the name of its initial registered agent at such address shall be 

I/3462923 .3 
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Aaron D. Johnson. The Company may designate another registered office or agent at any time 
by following the procedures set forth in the Act. 

Section 2.03. Duration. The existence of the Company shall continue in perpetuity, 
unless and until the Company is dissolved in accordance with Article IX or the Act. 

ARTICLE ID 

-~MRERS A,ND CAPITAL STRUCTURE 

Section 3.01. Name and Address of Member~ The name of the Member and its last 
known business or mailing address is listed on Exlubit A. attached hereto. The Member shall 
update Exlubit A from time to time as necessary to accurately reflect the information therein. 

Section 3.02. Capital Contributions. The Member shall make Capital Contributions 
from time to time as determined by the Member. 

Section 3.03.. Capital Accounts. 

(a) An individual capital account (the "Capital Account") shall be established 
and maintained on behalf of the Member. The Capital Account of the Member shall 
consist of (i) the amount of cash the Member has contributed to the Company, plus (ii) 
the fair market value of any property the Member has contributed to the Company, net of 
any liabilities assumed by the Company or to which such property is subject, plus (iii) the 
amount of profits or income (including tax-exempt income) of the Company, less (iv) the 
amount of losses and deductions of the Company, less (v) the amount of all cash 
distributed to the Member, less (vi) the fair market value of any property distributed to 
the Member, net of any liability assumed by such Member or to which such property is 
subject, less (vii) any other expenditures which are not deductible by the Company for 
federal income tax purposes or which are not allowable as additions to the basis of 
Company property, and (viii) subject to such other adjustments as may be required under 
the Code. 

(b) The Member shall not have any liability or obligation to restore a negative 
or deficit balance in its Capital Account. 

Section 3.04. Member Loans or Services. Loans or services by the Member to the 
Company shall not be considered Capital Contributions unless otherwise designated by the 
Member. 

Section 3.05. Admission of Additional Members. The Member may admit Additional 
Members to the Company, who will be entitled to participate in the rights of Members as 
described herein, with admission thereof on such terms as are determined by the Member. Any 
such Additional Members shall be allocated net income, gains, losses, deductions and credits by 
such method as may be provided in this Agreement or any successor agreement hereto. 

-2--
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ARTICLEIV 

MANAGEMENT OF THE COMPANY 
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Section 4.01 Management. The business and affairs of the Company shall be directed, 
managed and controlled by a group of managers known as the board of directors (the "Board of 
Directors"). Except as otherwise expressly required by this Agreement or nonwaivable 
provisions of applicable law, the Board of Directors shall have the authority, power and 
discretion to establish policies and procedures for the Company, to manage, direct and control 
the business, affairs and properties of the Company and to perform all other acts or activities 
customary or incident to the Company's business and affairs, in each case, without obtaining the 
approval of the Member. The Board of Directors shall act only collectively at meetings or by 
written consent in accordance with this Agreement. Unless authorized to do so by this 
Agreement or the Board of Directors, and except as may · otherwise be provided in this 
Agreement or the Act, no single member of the Board of Directors (a "Director"), officer, 
employee, attorney-in-fact or other agent of the Company shall have any power or authority to 
bind the Company in any way, to engage in any other business, to pledge its credit for any reason 
or to render it liable for any purpose. Unless otherwise expressly set forth in this Agreement, the 
Board of Directors shall be deemed to have the same powers as a business corporation's board of 
directors. The Board of Directors shall be considered the "manager'' of the Company as that 
term is defined under the Act. 

Section.4.02. Number. Appointment and Tenure. 

(a) Appointment The Board of Directors shall be comprised of nine (9) 
directors or such other number as the Member shall prescribe from time to time. 
Directors need not be Members. Only an individual (and not an entity) may serve as a 
Director. The individuals serving on the Board of Directors on and after February 8, 
2014 shall be John Brehm, Jeffrey Harrison, Jennett Hill, Carey Lykins, Jean Richcreek, 
Michael Strohl, and William Tracy. 

(b) Tenure. Each Director shall hold office until such Director's successor 
shall have been appointed by the Member or until such Director's prior death, resignation 
or removal. 

(c) Resignation. A Director may resign at any time by delivering written 
notice to the Members. 

( d) Removal. Any or all of the Directors may be removed at any time, with or 
without cause, by the Member upon delivery of a written notice of removal to the 
applicable Director and the other Directors. 

(e) Vacancies. Any vacancy occurring in the Board of Directors shall be 
filled by the Member. 

Section 4.03. Meetings. The Board of Directors shall meet from time to time as 
required to carry on the business and affairs of the Company. Any Director may call a meeting 
of the Board of Directors. The Director(s) calling the meeting may designate any place, either 
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within or outside the State of Indiana, as the place of meeting for any meeting of the Board of 
Directors. Meetings of the Board of Directors may be held in person or by use of any means of 
communication by which all Directors participating in the meeting may simultaneously hear each 
other, such as conference telephone. 

Section 4.04. Notice; Waiver. Notice of each meeting of the Board of Directors shall be 
given to each Director (a) not less than 48 hours prior to the meeting by giving oral or written 
notice to a Director in person or by telephone, facsimile or electronic transmission using the 
Director's business phone number, facsimile number or e-mail address or such other number or 
address as the Director shall have designated in writing and filed with the Company or (b) not 
less than three days prior to a meeting by mailing notice to the Director's business address or 
such other address as the Director shall have designated in writing and filed with the Company. 
If delivered in person or by telephone, then such notice shall be deeroed delivered upon actual 
receipt; if delivered by facsim.11e or electronic transmission, then such notice shall be deemed 
delivered on the day of the transmission or, if the transmission is not made before 5:00 p.m., at 
the place of receipt, on a Business Day, the first Business Day after transmission (and sender 
shall bear the burden of proof of delivery); and if delivered by mail, then such notice shall be 
deemed to be delivered three days after deposited in the United States mail so addressed, with 
postage thereon prepaid. Whenever any notice is required to be given to any Director, a waiver 
thereof in writing signed at any time, whether before, on or after the date of the meeting, by the 
Director entitled to such notice shall be deemed equivalent to the giving of such notice. The 
attendance of a Director at a meeting of the Board of Directors shall constitute a waiver of notice 
of such meeting, except where a Director attends a meeting and objects thereat to the transaction 
of any business because the meeting is not lawfully called or convened. Neither the business to 
be transacted at, nor the purpose of, any regular or special meeting of the Board of Directors 
need be specified in the notice or waiver of notice of such meeting. 

Section 4.05. Ouonnn. A majority of the Directors then in office shall constitute a 
quorum for the transaction of business at any meeting of the Board of Directors . 

. Section 4.06. Conduct of Meetin~. Except as otherwise expressly required by this 
Agreement, the affirmative vote of a majority of the Directors present shall be the act of the 
Board of Directors if the vote occurs at a meeting duly called and held and at which a quorum is 
present. For this purpose, each Director shall have one vote. 

Section4.07. Presumption of Assent. A Director who is present at a meeting of the 
Board of Directors at which action on any matter is taken shall be preswned to have assented to 
the action taken unless bis or her dissent shall be entered in the minutes of the meeting or unless 
he or she shall file bis or her written dissent to such action with the person acting as the secretary 
of the meeting before the adjournment thereof or shall forward such dissent by registered mail to 
the Responsible Officer immediately after the adjournment thereof. Such right to dissent shall 
not apply to a Director who voted in favor of such action. 

Section 4.08. Action by the Board of Directors Without a Meeting. Action required or 
permitted to· be taken at a meeting of the Board of Directors may be taken without a meeting if: 
(a) the action is evidenced by a written consent describing the action taken; (b) the written 
consent is signed by a majority of the Directors then in office; and (c) the written consent is 
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delivered to the Company for :inclusion in the records of the Company. Action taken under this 
Section 4.08 is effective when the Company receives a copy of the consent signed by the 
requisite number of Directors, unless the consent specifies a different earlier or later effective · 
date. 

Section 4.09. Applicable Duties; Exculoation. Each Director shall perform such 
Director's duties in good faith, in a manner that the Director reasonably believes to be in the best 
interests of the Company and with such care as an ordinarily prudent person in a like position 
would use under similar circumstances. No Director who so performs his or her duties shall be 
liable, in damages or otherwise, to the Company or to the Member for any loss that arises out of 
any act or omission of such Director pursuant to the authority granted by this Agreement unless 
such act or omission constituted: (a) a violation of" a criminal law (unless the Director had 
reasonable cause to believe that the conduct was lawful or no reasonable cause to believe that the 
conduct was unlawful); (b) a transaction from which the Director derived an improper personal 
profit; or (c) willful misconduct or recklessness. In performing the Director's duties, a Director 
shall be entitled to rely on information, op:inions, reports, or statements of the following persons 
or groups unless the Director has knowledge concern:ing the matter. in question that would cause 
such reliance to be unwarranted: 

(i) One or more employees or other agents of the Company whom the 
Director reasonably believes to be reliable and competent in the matters presented; 

(ii) Any attorney, public accountants, or other person as to matters 
with the Director reasonably believes to be within such person's professional or expert 
competence; or 

(iii) A committee upon which the Director does not serve, duly 
designated in accordance with a provision of the Articles of this Agreement, as to matters 
within its designated authority, which committee the Director reasonably believes to 
merit confidence. 

Section 4.10. Indemnification. The Company shall, to the maximum extent permitted or 
required by law, :indemnify, defend and hold hannless any Director or officer of the Company 
(each, an "Actor"), to the extent of the Company's assets, for, from and against any liability, 
damage, cost, expense, loss, claim or judgment incurred by the Actor arising out of any claim 
based upon acts perfonned or omitted to be performed by the Company or its Directors, officers, 
employees or agents in connection with the business of the Company. Notwithstanding the 
foregoing, no Actor shall be so indemnified, defended or held harmless from claims related to or 
resulting from (a) any act wherein the Actor failed to act in good faith and in a manner that the 
Actor reasonably believed to be in the best interests of the Company, (b) the Actor's willful 
failure to deal fairly with the Company or its Members in connection with a matter in which the 
Actor has a material conflict of interest, (c) the Actor's violation of a criminal law (unless the 
Actor had reasonable cause to believe that the conduct was lawful or no reasonable cause to 
believe that the conduct was unlawful), (d) a transaction from which the Actor derived an 
improper personal profit or (e) the Actor's willful misconduct; and provided, further, that 
indemnification under this Section 4.10 shall be recoverable only from the assets of the 
Company and not from any assets of the Members. 
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Section 4.11. Defep:ation of Certain Management Authority. The Company shall have 
the following officers: President, Vice President, Secretary and Treasurer. Each officer shall be 
appointed by the Board of Directors. A single individual may hold more than one office, and a 
Director may also serve as an officer. Officers shall serve a term of one (1) year and/or until 
such officer's successor has been duly appointed. In addition, the Board of Directors may, from 
time to time, delegate additional powers and duties to individuals who may be serving as 
officers, under the Board of Directors' powers and authority, which shall be separate and apart 
from the powers and duties held by such individuals by virtue of their office as herein provided, 
and any powers and duties so delegated to any officer or individual may be terminated by the 
Board of Directors at any time, with or without cause. Any vacancy in an officer position shall 
be filled by appointment of the Board of Directors. An individual appo:inted to fill a vacancy 
shall serve the unexpired term of his or her predecessor in office and/or until such officer's 
successor has been duly appointed. Any officer may be removed by the Board of Directors at 
any time, with or without cause. The officers, and their powers and duties, shall be as follows: 

(a) President. The President shall be the presiding o~cer and is responsible 
for managing and supervising the affairs and pe~onnel of the Company, including the 
day-to-day management and supervision of the affairs of the Company, subject to the 
overall general control of the Board of Directors. 

(b) Vice President. The Vice President has all the powers of, and performs-all 
the duties incumbent upon, the President during the President's absence or disability, and 
shall have such other duties as shall be assigned to the Vice President by the President or 
the Board of Directors, subject to the overall general control of the Board of Directors. 

(c) Secretary. The Secretary shall attend all meetings of the Board of 
Directors and of the Member and record all of the proceedings of such meetings in a book 
to be kept for that purpose. The Secretary shall see that all notices are duly given in 
accordance with the provisions of this Agreement and as required by law, shall be 
custodian of the non-financial records of the Company. The Secretary shall be 
responsible for authenticating the Company's records and official documents, and shall 
perform all other duties and have all other power incident to the office of secretary, 
:including without limitation such duties and power customarily vested in the secretary. 

( d) Treasurer. The Treasw-er shall have charge and custody of, and be 
responsible for the funds and financial books and records of the Company. The Treasurer 
shall furnish at meetings of the Board of Directors and Member, or when otherwise 
requested, a statement of the financial condition of the Company. The Treasurer shall 
perform all other duties and have all other power incident to the office of treasurer, 
including without limitation such duties and power customarily vested in the treasurer. 

( e) Other Officers. The Board of Directors shall have the power and authority 
to create such other officer positions and to designate the titles, responsibilities, power 
and authority, method of selection and terms of office, thereof and to delegate to such 
officers such responsibilities and authority as it shall determine to be appropriate. Upon 
the exercise of such authority by the Board of Directors, this Agreement shall be deemed 
amended without further act or deed to reflect and incorporate the creation of any and all 
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such officer positions, the method of selection and terms of office, the delegation of such 
responsibilities and authority, and the designation of such titles, responsibilities, power 
and authority. 

Section 4.12, Company as Sf<I)arate Special Purpose Entity. The Company was created 
as a special purpose entity to acquire and operate a wastewater utility in Westfield, Indiana, and 
to provide reliable, adequate and safe wastewater services to customers of the utility. While the 
organizational purposes under the Act, the Articles and Article I of this Agreement further 
include engaging in any other lawful businesses or activities, engaging in any other businesses 
would require the approval of the Member. The Company was organized as an entity separate 
from its Member, and separate from any other Affiliate. The Company shall be solely 
responsible for the acquisition and operation of the wastewater utility in Westfield, Indiana and 
shall be solely responsible and liable for its own expenses, debts, obligations, and liabilities, 
whether arising in contract, tort or otherwise, and for its own acts or omissions, and payable out 
of its own funds, and no Member, Affiliate, Director, manager, agent or employee of the 
Company shall have any liability for such expenses, debts, obligations or liabilities, or for any 
such acts or omissions. In this regard, 

(a) The Company shall conduct its business in its own name and for its own account, and 
shall not purport to bind or obligate the Member or any other Affiliate. The Company 
shall endeavor to correct any known misunderstanding concerning its separate existence 
and identity. The Company shall keep at its principal office the records and information 
required by Ind. Code 23-18-4-S(a) and its own separate minute book(s) reflecting 
meetings and actions taken by the Board of Directors and the Member. The Company 
shall maintain its own separate financial statements and books of account, and its fimds 
shall be separately accounted for and maintained as separately identified from and not 
commingled with the funds of the Member or any Affiliate, and in a manner consistent 
with any indentured debt requirements and regulatory requirements. Toe financial 
statements and books of account shall include the amount of any cash and a statement of 
the agreed value of any other property or services contnouted by the Member, and to the 
extent applicable, the times at which or events upon the happening of which any 
additional contnoutions agreed to be made by the Member are to be made. 

(b) The Company's rates and charges for the provision of wastewater services and other 
aspects of its operations are regulated by the Indiana Utility Regulatory Commission 
( 11IURC11). The Company shall from time to time, subject to applicable statutory and 
contractual obligations, seek such rates and charges as shall be necessary to provide for 
safe, adequate, and reliable wastewater to the customers of the Company, to properly 
satisfy lawfully incurred liabilities, to provide for the long term maintenance and integrity 
of the wastewater system, including all necessary or appropriate capital investments and 
expenditures, depreciation, and operating expenses, to cover any and all inherent risks in 
operating a water utility, and to assure a fair return on debt and equity capital, pennitting 
the Company to meet its obligations to the Member pursuant to Section 6.02 hereof. 

(c) The capital structure of the Company, upon the acquisition of the wastewater system 
serving the Westfield, Indiana community and the commencing of its operations, in light 
of the Company's projected revenue, risk management program and third party and 
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insurance and indemnity coverages, has been dete:rmmed by the Board of Directors to be 
reasonable and adequate to meet the Companys anticipated obligations, liabilities and 
operations. Dividend and distributions by the Company to the Member shall only be 
made in compliance with this Agreement and applicable law. 

(d) In dealings with the Member and any Affiliate, the provision of goods or services to 
or from the Company, including any overhead or space sharing allocations, shall be on 
terms and conditions that comply with applicable affiliate guidelines established by the 
Company and its Affiliates designed to reflect arm's-length relationships and compliance 
with any applicable IURC or other regulatory requirements. 

( e) The requirements of this Agreement in all events shall be subject to Ind. Code 23-18-
4-8( e ). 

ARTICLEV 

~CCOUNTING AND RECORD~ 

Section 5.01. Records and Accounting. The books and records of the Company shall be 
kept, and the :financial position and the results of its operations recorded, in accordance with the 
accounting methods elected to be followed by the Company for federal income tax purposes. 
The books and records of the Company shall reflect all Company transactions and shall be 
appropriate and adequate for the Company's business. The fiscal year of the Company for 
:financial reporting and for federal income tax purposes shall be the calendar year. 

Section 5.02. Access to Records. The books and records of the Company, to the extent 
required by the Act, shall be maintained at the Company's Principal Office, and the Member and 
its duly authorized representatives shall have access to where they are located and have the right 
to inspect and copy them during ordinary business hours . 

. Section.5.03 ... Annual '_fax Information. The Company shall use its best efforts to deliver 
to the Member within 90 days after the end of each fiscal year all information necessary for the 
preparation of the Member's federal and state income tax returns. The Company shall also use 
its best efforts to prepare, within 90 days after the end of each :fiscal year, a financial report of 
the Company for such fiscal year containing a balance sheet as of the last day of the year then 
ended, an income statement for the year then ended, a statement of sources and applications of 
funds, and a statement ofreconciliation of the Capital Account of the Member. 

Section 5.04. A!;;counting Decisions. All decisions as to accounting matters, except as 
otherwise specificafly set forth in this Agreement, shall be made by the Board of Directors.. The 
Board of Directors may rely upon the advice of its internal and external accountants as to 
whether such decisions are in accordance with the Act or other accounting methods followed for 
federal, state or local tax or other purposes. 

Section 5.05. _F~deral Income .Tax Elections. The Board of Directors shall make all 
elections for federal income tax purposes. 
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Section 6.01. AUocatiau of Net Income. Net Loss or Capital Gains. The net income, net 
loss, or capital gains of the Company for each fiscal year of the Company shall be allocated 
100% to the Member. 

Section 6.02. Distributions. Cash or other property shall be distributed to the Member at 
such time or times as the Board of Directors shall determine. To the extent pennitted by law, the 
Company shall pay dividends to the Member which are at least sufficient to allow the Member to 
pay its obligations. · 

ARTICLE VII_ 

TRANSFERS OF INTERESTS 

The Member may Transfer all or any portion of its Interest to another Person at any time. 
If the Member Transfers its entire Interest to another Person and such Person is admitted as an 
Additional Member of the Company in accordance with Section 3.05, the Member shall cease to 
be a Member and shall not have any power to exercise any rights of a Member. 

M,TICLEVIIl 

DJSSQCTA TION OF A MEMBER 

The Member ceases to be a Member upon the occurrence of either of the following 
events: (a) the Member voluntarily withdraws :from the Company; or (b) the Member Transfers 
its entire Interest to another Person and such Person is admitted as an Additional Member of the 
Company in accordance with the terms of Section 3.05 (each, an "Event of Dissociation"). 

ARTICLEIX 

OISSQLJJTION AND WINDING UP 

Section 9.01. Dissolution. The Company shall be dissolved and its affairs wound up on 
the first of the following to occur (a) a determination by the Member that the Company shall be 
dissolved; or (b) at such earlier time as may be required by applicable law. Notwithstanding any 
other provision of this Agreement or the Act, the Member hereby agrees that the business of the 
Company shall be continued upon the occurrence of an Event of Dissociation and that the 
Company shall not be dissolved upon the occurrence of an Event of Dissociation other than 
pursuant to the terms of Section 9.0l(a). 

Section 9.02. Winding Up. Upon dissolution, the Member shall proceed to wind up and 
liquidate the business and affairs of the Company, and the Company may only carry on business 
that is appropriate to wind up and liquidate the business and affairs of the Company. The 
Member shall follow the procedure for disposing of known claims set forth in Ind. Code § 23-18-



Cause No. 44835 
Attachment ETR-4 

Page 10 of14 
Cause No.: 44835 
OUCC DR 1.4(e) 

Page 10 ofl4 

9-8 and shall publish notice of the dissolution of the Company pursuant to hid. Code § 23-18-9-
9. 

Section 9.03. Distribution of Assets. Upon the winding up of the Company, the assets 
shall be distributed as follows: 

(a) To creditors, including the Member if it is a creditor of the Company to 
the extent permitted by law, in the order of priority as provided by law to satisfy the 
liabilities of the Company whether by payment or by the establishment of adequate 
reserves, excluding liabilities for distributions to the Member pursuant to Article VI; 

(b) To the Member to repay any loans to the Company or to satisfy any 
liabilities for distn"butions pursuant to Article VI which remain unpaid; and 

(c) To the Member in respect of its Capital Account after giving effect to all 
contributions, distributions and allocations for all periods. 

ARTICLEX 

Ml,SCELLANEOUS 

Section 10_._01. ./i,m~dlilents. The Member and the Company may amend this Agreement 
from time to time by written instrument reflecting such amendment. Notwithstanding the 
foregoing, while the Assignment (as defined herein) is effective, Section 6.02 shall not be 
amended without the consent of the Trustee (as defined herein). 

Section 10.02. Complete Agreement. This Agreement, the Articles and the exhibits and 
schedules attached hereto constitute the complete and exclusive statement of agreement between 
the Member and the Company with respect to its subject matter and supersede all prior written 
and oral statements and no representation, statement, or condition or warranty not contained in 
this Agreement or the Articles will be binding on the parties or have any force or effect 
whatsoever. 

Section 10.03. Rights of Trustee. Pursuant to a Collateral Assignment Pertaining to 
Membership futerests dated as of March 1, 2014 (the 11Assignment") by the Member in favor of 
Regions Bank (with its successors and assigns, the "Trustee"), which is hereby approved and 
consented to on behalf of the Company, the Trustee has been given (a) certain voting and 
management oversight rights under Sections 4.02, 6.02, 10.01 and this 10.03 of this 
Agreement and (b) certain rights to dividends and distributions declared or paid by the Company, 
in each case upon an Event of Default (as defined in the Assignment) as provided in the 
Assignment Such rights upon an Event of Default shall continue hereunder so long as the 
Assignment is effective as provided in the Assignment. 

Section 10.04. Governing Law. This Agreement and the rights of the parties under this 
Agreement will be governed by, interpreted, and enforced in accordance with the laws of the 
State of fudiana. 
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Section 10.05. Binding Effect: Conflicts. This Agreement will be binding upon and inure 
to the benefit of the parties, and their respective members, successors and assigns. This 
Agreement is subject to, and governed by, the Act and the Articles. In the event of a direct 
conflict between the provisions of this Agreement and the mandatory provisions of the Act or the 
provisions of the Articles, the provisions of the Act or the Articles, as the case may be, will be 
controlling. 

Section 10.06. Headings. All headings herein are inserted only for convenience and ease 
of reference and are not to be considered in the construction or interpretation of any provision of 
this Agreement. 

Section 10.07. Severability. If any provision of this Agreement is held to be illegal, 
invalid, unreasonable, or unenforceable under the present or future laws effective during the term 
of this Agreement, such provision will be fully severable; this Agreement will be construed and 
enforced as if such illegal, invalid, unreasonable, or unenforceable provision had never 
comprised a part of this Agreement; and the remaining provisions of this Agreement will remain 
in full force and effect and will not be affected by the illegal, invalid, unreasonable, or 
unenforceable provision or by its severance from this Agreement. Furthermore, in lieu of such 
illegal, invalid, unreasonable, or unenforceable provision, there will be added automatically as a 
part of this Agreement a provision as similar in terms to such illegal, invalid, unreasonable, or 
unenforceable provision as may be possible and be legal, valid, reasonable, and enforceable. 

Section 10.08. Additional Documents and Acts. Each party agrees to promptly execute 
and deliver such additional documents, statements of interest and holdings, designations, powers 
of attorney, and other instruments, and to perform such additional acts, as the other party may 
determine to be necessary, useful or appropriate to effectuate, carry out and perform all of the 
terms, provisions, and conditions of this Agreement and the transactions contemplated by this 
Agreement, and to comply with all applicable laws, rules and regulations. 

Section 10.09. No Third Party Beneficiary. This Agreement is made solely and 
specifically among and for the benefit of the parties and their respective successors and assigns. 

Section 10.10. Notices. Any notice to be given or to be served uponthe Company or the 
Member in connection with this Agreement must be in writing and will be deemed to have been 
given and received when delivered to the address specified by the party to receive the notice. 
Such notices will be given to the Member at the address specified on Exhibit A. Any party may, 
at any time by giving five days' prior written notice to the other party, designate any other 
address in substitution of the foregoing address to which such notice will be given. 

·Section 10.11. Title to Company Property. Legal title to all property of the Company will 
be held and conveyed in the name of the Company. 

_Section 10.12. No Remedies Exclusive. To the extent any remedies are provided herein 
for a breach of this Agreement, the Articles or the Act, such remedies shall not be exclusive of 
any other remedies the aggrieved party may have, at law or in equity. 
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IN WITNESS WHEREOF, the parties hereto have duly executed this Agreement as of 
the Effective Date. 

11COMPANY11 

ClTIZ 

"MEMBER" 
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The terms used in this Agreement with their initial letters capitalized shall have, unless 
the context otherwise requires or unless otherwise expressly provided in this Agreement, the 
meanings specified in this Schedule I. Any capitalized terms used but not defined in this 
Agreement shall have the meanings set forth in the Act. The singular shall include the plural, 
and the masculine gender shall include the feminine and neuter, and vice versa, as the context 
requires. To the extent any statutory citation made in this Agreement is subsequently changed, 
the citation in this Agreement shall be deemed to refer to the subseqently changed citation. 
When used in this Agreement, the following terms shall have the meanings set forth below: 

"Additional Member" means any individual or Entity admitted as a Member pursuant to 
Section 3.05. · 

11Afftliate" means any Person controlling, controlled by or under common control with 
the Company, and in any event shall include, in the context of an Affiliate of the Company, 
Citizens Water of Westfield, LLC, Citizens Gas of Westfield, LLC, Citizens Westfield Utilities, 
LLC, Citizens Energy Services Company, LLC, Citizens By-Products Coal Company, Inc., and 
the Board of Directors for Utilities of the Department of Public Utilities of the City of 
Indianapolis, whether acting for itself or as trustee of any public charitable trust. 

"Capital Contribution" means the total value of cash and agreed fair market value of 
property contributed and agreed to be contn'buted to the Company by the Member. 

"Cash" means all cash funds of the Company on hand from time to time (other than cash 
funds obtained as Capital Contn'butions and cash funds obtained from loans to the Company) 
after payment or provision for (i) all operating expenses of the Company as of such time, (ii) all 
outstanding and unpaid current obligations of the Company as of such time, and (iii) a reasonable 
working capital reserve (as determined by the Member). 

11Code" means the Internal Revenue Code of 1986, as amended. All references in this 
Agreement to sections of the Code shall include any corresponding provision or provisions of 
any succeeding law. 

"Entity" means any association, corporation, general partnership, limited partnership, 
limited liability partnership, limited liability company, joint stock association, joint venture, firm, 
trust, business trust, cooperative, municipal or other governmental entity, board or other body, 
public charitable trust, or foreign associations of like structure. 

"Interest" means the entire ownership interest of the Member in the Company at any 
particular time, including the right of the Member to any and all benefits to which the Member 

A-1 



Cause No. 44835 
Attachment ETR-4 

Page 14 of14 
Cause No.: 44835 
OUCC DR l.4(e) 

Page 14 of 14 

may be entitled as provided in this Agreement and under the Act, together with the obligations of 
the Member to comply with all of the tenns and provisions of this Agreement. 

"Person" means an individual or an Entity. 

"Transfer" means any "assignment" as that term is used in Ind. Code 23-18-6-3.1 and -
4.1, and includes any gift, sale, exchange, assignment, conveyance, alienation or other transfer, 
whether voluntary or involuntary, and includes any Transfer to a receiver, bankruptcy trustee, 
judgment creditor, lienholder, holder of a security interest, pledge or other encumbrance, and 
Tnmsfer upon judicial order or other legal process. 

ExhibitA 
to 

Operating A2reement 

Name, Address and Capital Contribution of Member 

Member 

Citizens Westfield Utilities, LLC 
2020 N. Meridian 
Indianapolis, Indiana 46202 

Capital Contribution 

$1,000.00 
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Cause No. 44835 
Responses of Citizens Wastewater of Westfield 

Office of Utility Consumer Counselor's 
Eleventh Set of Data Requests 

Please reference Section 6.02 of the Operating agreement below and answer the 
following questions: 

Section 6.02. Distributions. Cash or other property shall be distributed to the Member 
at such time or times as the Board of Directors shall determine. To the extent 
permitted by law, the Company shall pay dividends to the Member which are at least 
sufficient to allow the Member to pay its obligations. 

a. Section 6.02 of the Operating Agreement states the "Company shall pay 
dividends to the Member which are at least sufficient to allow the 
Member to pay its obligations"; what was the Member's obligations in 
calendar years 2014 and 2015? 

b. Please explain how the member's obligation is calculated. 
c. Please explain how Petitioner's portion of the member's obligation is 

calculated. 
d. What is the Member's obligations in calendar year 2016, 2017 and 2018? 

RESPONSE: 

Petitioner objects to this request on the grounds that the obligations of Citizens Westfield · 
Utilitie$. LLC (the ''Member" within the meaning of Section 6.02 of the Operating 
Agreement) are not relevant to this proceeding and the request is not reasonably 
calculated to lead to the discovery of admissible evidence. Subject to and without 
waiving the foregoing objection, Petitioner responds as follows. 

a. The Member's obligation in 2014 was $2,052,419 and in 2015 was $4,293,652. 

b. The Member's obligation is the principal amortization of its debt, interest on its debt 
at LIBOR X 0.74 plus a bond spread, and a fixed portion of an interest rate swap 
including any fees. 

c. In addition to the objection set forth above, Petitioner further objects to the extent the 
request mischaracterizes Petitioner as a joint obligor for the Member's obligations. 

d. The Member's obligation is dependent on LIBOR rates; at today's LIBOR it will be 
$4;563,763 in calendar 2016, $4,478,742 in calendar 2017, and $4,285,161 in 
calendar 2018. 

WITNESS: 

Sara J. Mamuska-Morris 
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Cause No. 4483 5 
Responses of Citizens Wastewater of Westfield 

Office of Utility Consumer Counselor's 
Eleventh Set of Data Requests 

How much in dividends is Citizens Wastewater of Westfield required to pay to the 
holding company for each calendar year during the period 2016 - 2020? 

RESPONSE: 

Petitioner objects to this request (a) to the extent it mischaracterizes the Amended and 
Restated Operating Agreement for Citizens Wastewater of Westfield, LLC; and (b) on 
the grounds that the amount of dividends Petitioner pays during the period 2016- 2020 is 
irrelevant to this proceeding and the request is not reasonably calculated to lead to the 
discovery of admissible evidence. 

WITNESS: 

NIA 
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FitchRatings 
33 Whitehall Street 
New York, NY 10004 

Mr. John Brehm, Chief Financial Officer 
Citizens Energy Group 
2020 North Meridian Street 
Indianapolis, IN 46202 

February 2. 2016 

Dear Mr. Brehm, 

T 212 908 0500 / 800 75 FITCH 
www.f1tchratings.com 

Re: Fitch rating action affecting the rating of Indiana Finance Authority, IN (Citizens Westfield 
Utilities, LLC) utility dividends revenue bonds, series 2014 

Fitch (see definition below) has affirmed the rating described below: 

--$67 million Indiana Finance Authority, IN (Citizens Westfield Utilities, LLC) utility dividends 
revenue bonds, series 2014 at 'BB'. The Rating Outlook is Stable. 

The rating on the bonds is based on the following Key Rating Drivers: 

ijt,r"~ tusksiDnveffie~Ratmgc Qit,izens·Westfield Utilities; LJ:;Cis(tbecholding:tompany)•ratingi~ 
based primafily-0n 401:l ·p!1,QFity,of payment of :tlle,diyj.~tnds:ce~:ve4.·~s ,~en §~!b~';,Cf~Wli<JUilJitY 1-)f me 
operating companies: Oitize11~'W$tewater 0ofWestfield. :htC(Wastewater, rated• !BBB' ,Stal>Jc.,QtitlOQk 
byF!itch). CSti~nsWater·ofWesttield, LLO(Water,•rated 'BBB, Stahle Outlook'~YFitch) anci'Citizens 
'Gas1••of Westfield, LLC '(not •rated,. together~ 'the operating companies). Each ~operating company 'is 
required to pay•dividends td the"'holding 'company'in amounts that are:sufficientto pay the obligations of 
the holditig'l~ompa.ny., although dividend payments •from Water and Wastewater are Sfioordiifate in 
payment to these,entities' own bonds;·, 

~qndStr:ncturelncreases 0Risk: While the,-series .2014bonds have a stated maturity ofup to 30 •ye3.1"$, 
the bonds are structured . .with a .five7year mandatory tender, which adds risk to the bondholders. 
Management anticipates that the .debt will .be refinanced. Fitch believes that low cost market access may 
be liffiifecJ given the credit quality of.tl)e bplcijng,company!s debt~ Tlle ratingruso ~onsiders the :additional 
risks ofthe bonds having a variable inteiesl rate .and a swap in order .to :fLX-out.the l'ate. 

Dividends Adequately Meet Debt Service: While each operating compf.llly is able to support its 
proportionate share of dividend payments, under certain stress scenarios dividend payments would 
pressure operations and capital spending of the operating companies. 

Collateral Assignment Adds Bondholder Protection: The b.9ldi11g CpJ!lp~y•s pledge of i~ melllbersbip 
interests in each operating compa11y prpvia~ acfditiqnal bondholder security. 

Strong Service Area: A strong service area with high wealth levels provides some rate flexibility. 
Unemployment within the service area is also favorable. 
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FitchRatings 
The bond rating is sensitive to the following: 

Additional Leverage: Additional leveraging would place pressure on the credit and could result in 
negative rating action by Fitch. 

»~terioration in Operating Company Credit Quality: Any Significant declines in the credit quality of 
the operating companies could have a negative effect onthe rating. · 

Successful Refinancing of Debt: Citizens Energy Group's ability to successfully refinance the series 
2014 bonds prior to the mandatory tender date will be viewed positively by Fitch and important to the 
rating. 

In issuing and maintaining its ratings, Fitch relies on factual information it receives from issuers and 
underwriters and from other sources Fitch believes to be credible. Fitch conducts a reasonable 
investigation of the factual information relied upon by it in accordance with its ratings methodology, and 
obtains reasonable verification of that information from independent sources, to the extent such sources 
are available for a given security or in a given jurisdiction. 

The manner of Fitch's factual investigation and the scope of the third-party verification it obtains will 
vary depending on the nature of the rated security and its issuer, the requirements and practices in the 
jurisdiction in which the rated security is offered and sold and/or the issuer is located, the availability and 
nature of relevant public information, access to the management of the issuer and its advisers, the 
availability of pre-existing third-party verifications such as audit reports, agreed-upon procedures letters, 
appraisals, actuarial reports, engineering reports, legal opinions and other reports provided by third 
parties, the availability of independent and competent third-party verification sources with respect to the 
particular security or in the particular jurisdiction of the issuer, and a variety of other factors. 

Users of Fitch's ratings should understand that neither an enhanced factual investigation nor any third
party verification can ensure that all of the information Fitch relies on in connection with a rating wiil be 
accurate and complete. Ultimately, the issuer and its advisers are responsible for the accuracy of the 
information they provide to Fitch and to the market in offering documents and other reports. 1n issuing its 
ratings Fitch must rely on the work of experts, including independent auditors with respect to financial 
statements and attorneys with respect to legal and tax matters. Further, ratings are inherently forward
looking and embody assumptions and predictions about future events that by their nature cannot be 
verified as facts. As a result, despite any verification of current facts, ratings can be affected by future 
events or conditions that were not anticipated at the time a rating was issued or affirmed. 

Ratings are not a recommendation or suggestion, directly or indirectly, to buy, sell, make or hold any 
investment, loan or security or to undertake any investment strategy with respect to any investment, loan, 
security or any issuer. Ratings do not comment on the adequacy of market price, the suitability of any 
investment, loan or security for a particular investor(including without limitation, any accounting and/or 
regulatory treatment), or the tax-exempt nature or taxability of payments made in respect of any 
investment, loan or security. Fitch is not your advisor, nor is Fitch providing to you or any other party any 
financial advice, or any legal, auditing, accounting, appraisal, valuation or actuarial services. A rating 
should not be viewed as a repJacement for such advice or services. Ratings are based on established 

2 



Cause No. 44835 
Attachment ETR-6 

Page3 of9 
Cause No.: 44835 

OUCCDR L3 
Page3 of4 

criteria and ~OOOfu{Pes that Htch is continuously evruuatin!:: i!.£h!tc!!i!1£8 
collective work product of Fitch and no individual, or group of individuals, is solely responsible for a 
rating. All Fitch reports have shared authorship. Individuals identified in a Fitch report were involved 
in, but are not solely responsible for, the opinions stated therein. The individuals are named for contact 
purposes only. 

The assignment of a rating or that taking of a ratings action by Fitch does not constitute Fitch consent to 
the use of its name as an expert in connection with any registration statement or other filings under US, 
UK or any other relevant securities laws. Fitch does not consent to the inclusion of its ratings in any 
offering document in any instance in which US, UK or any other relevant securities laws requires such 
consent. Fitch does not consent to the inclusion of this letter communicating our rating action in any 
offering document. You understand that Fitch has not consented to, and will not consent to, being named 
as an .. expert" in connection with any registration statement or other filings under US, UK or any other 
relevant securities laws, including but not limited to Section 7 of the U.S. Securities Act of 1933. Fitch is 
not an "underwriter" or "seller" as those terms are defined under applicable securities laws or other 
regulatory guidance, rules or recommendations, including without limitation Sections 11 and 12(a)(2) of 
the U.S. Securities Act of 1933, nor has Fitch performed the roles or tasks associated with an 
"underwriter" or "seller" under this engagement. 

Fitch will continue to monitor the credit quality of and maintain ratings on the Issuer/Securities. It is 
important that you promptly provide us with all information that may be material to the ratings so that our 
ratings continue to be appropriate. Ratings may be raised, lowered, withdrawn, or placed on Rating 
Watch due to changes in, additions to, accuracy of or the inadequacy of information or for any other 
reason Fitch deems sufficient. 

Nothing in this letter is intended to or should be construed as creating a fiduciary relationship between 
Fitch and you or between us and any user of the ratings. 

A record has been made of this rating in our permanent files, but it is our current intention that the 
rating will not be released publicly as the issue has been placed privately. Notwithstanding the 
foregoing, nothing in this letter shall limit our right to publish, disseminate or license others to publish 
or otherwise to disseminate the ratings or the rationale for the ratings. Investors may find Fitch's 
ratings to be important information, and that if you have legitimately shared the rating with a third party 
per the terms of the fee agreement, please note that yon are responsible for communicating the contents 
of this letter, and any changes with respect to the rating, to any such party as well. 

In this letter, "Fitch" means Fitch Ratings, Inc. together with any successor in interest. 

We are pleased to have had the opportunity to be of service to you. If we can be of further assistance, 
please contact me at 212-908-0833. 

Sincer~7'. , 11 . _ 

By: ~~JL,, 
Michael Rinaldi 
Senior Director 
Fitch 
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170 IAC 1-5-13 Working Papers and Data: Rate of Return and Capital Structure 

Sec. 13. (a) An electing utility shall submit the following information: 

(10) All relevant reports in the utility's possession by rating agencies on the utility and 
its parent company for the test year, and thereafter up to the date of the final hearing. The reports 
should be based on the debt: 

(A) used in calculations in the electing utility's filing; or 

(B) of a parent company or proxy company whose debt is rated. 

1\10498816.1 
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33 W(1Jteha11 Street 
New York. NY 10004 

Mr. John Brehm, Chief Financial Officer 
Citizens Energy Group 
2020 North Meridian Street 
IndianapQµs, IN 46202 

February 2, 2016 

p.ear:Mr. Brehm: 

FitchRatings 
T 212 908 0500 / 800 75 FiTCH 
www.iilchratmgs.com· 

Re:. .!'itchratingacti-,n•aB~the rating of Indiana Finance Authority,·lN (Citizens Wastewater of ·w~. LI,C) sewer reveouebonds, ,,ries 2014 

Fitch (see.definition below) has affirmed the rati~gs described below: 

415 million Indiana Finance Authority, IN (Citizens W~tewater .of Westfie1d, LLC) sewer revenue bonds,. 
series 2014at -~BBB'. The Rating Outlook is Stable. 

The ratiµg on the bonds Is ~ased_ on the followil).J Key Rating Drivers: 

Stable/Solid Financial Performance: The 'BBB' rating reflects Citizens Wastewater of Westfield, ILC's (the 
utility) stable financial profile, including solid c,tebt service coverage (I;>SC) ratios and sound liquidity. Based on 
a 30-ye111" amortizing schedule, Fitch estimate.sJh~ utility's DSC should remain strong throughout the forecast 
period (2016-2020). Further, all-in DSC is eXpc;pted to remain stable even when the required dividend payments 
to Citizens W~eld Utilities, lLC (the holding company, rated 'BB' Stable Outlook by Fitch) are included in 
the DSC estimate as subordinate debt. The utility's solid liquidity position is bolstered by a $10 million line of 
credit with PNC Bank. Due to the moderately rapid growth in the system's service area, certain financial 
metrics could be pressured in the future. However, Fitch views the utility's current rates to be affordable and 
should be able to sustmn certain necessary rate increase. 

,Weakest Link Rating: Fitch believes thafthe utili~'s legal requi~D,1CI1t to declare and pay d,iyidends to thllc 
holding company adds notable.risk to the l><mdholders; !1)4e 9mity, Citizens Water of Westfield, LLC (rated 
'BBB! Stab1e Outlook by Fi!ch) and Citizens Gas of W:estfi~Q. LLC (not rated. together, the opei-ating 
companies) are required. to pay divid~11~ W. the. hol!ling company in J1mounts tb.at are sufficient w pay the 
obligations of the holding tompany. Financial deterioration in any one of the operating bompiuiies could result 
in increased dividend payments by the others: Therefore, the rating-011 the utility considers mid is limited by the 
Jowesnelative creditstrength of all the individual operating companies. 

Bond Structure Increases Risk: While the series 2014 bonds have a stated maturity ofup to 30 years. the bonds 
are structured with a five~year mandatory tender (2019), which adds risk to the bondholders. Management 
anticipates that the debt will be refinanced prior to the mandatory tender date. Fitch believes 
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FitchRatings 
that market access risk is mitigated, to some extent, by the credit quality of the utility. The rating also 
consi.clers the additional risks of the ponds being structured with a variable interest rate and a swap in 
order to fix-:.91:lt tht; r.ate. · · · 

Moderl;ltely High Debt Burden: The utility's debt load is moderately high but mllIJageable even when 
factotjng ii') the subordinate obligat_ion to m(!ke dividend payments to the holding c.ornpany. Only modest 
amomits of additional debt is exp(¾;ted to be issued thr9~wi the forecast period using the utility's 
revoJyil')& cr_eclit facility. · · 

In~ngly Stable Rate Rego~tory Environment: Citizens has maintained a good track record of 
achieving positive and timely outcomes of its rate cases filed with the Indiana Utility Regolatory 
Cornmi~sion (IURC). In addition, legislation that was passed in fiscal 2013 to help mitigate the effect of 
regola~qry la,g \:)y requiring that rate cases take no longer than 300 days. 

Strong Service Area; A strong service area with high wealth levels provides some rate flexibility. 
Unempfoym,ent within the service area is also favorable. 

The rat_ing f::, .::,ensitive to the fpJ!oy;ing: ·. . . . .. •, 

Timely Rate Relief and Soqnd Fina~cial Results: Citizen's ability to sustain sound long-term financial 
perforwance for the utility (including the water and gas systems) could result in positive rating action. 
Fitch also l?x,pects .Citizens to continue to achieve timely rate increases from the IURC. 

Add~tji;i,nal Leverage; Significant additional leveraging could place pressure on the utility taking into 
accoum it~ subordiQate obligation to tht; holding company. · 

: . . . . . . . . . . . . 

Succ~s~ R~financing of Debt: Citizens Energy Group's ability to successfully refinance the series 
2014-bonds. prior to the mandatory .tencl,er_ date will be viewed positively by Fitch and important to the 
rating. 

In issuing and maintaining its ratings, Fitch relies on factual information it receives from issuers and 
underwtjters and from other sources Fitch believes to be credible. Fitch conducts a reasonable 
investigation of the factual information relied upon by it in accordance with its ratings methodology, and 
obtains reasonable verification of that infonnation from independent sources, to the extent such sources 
are available for a given security or in a given jurisdiction. 

The manner of Fitch's factual investigation and the scope of the third-party verification it obtains will 
vary depending on the nature of the rated security and its issuer, the requirements and practices in the 
jurisdiction in which the rated security is offered and sold and/or the issuer is located, the availability and 
nature of relevant public information, access to the management of the issuer and its advisers, the 
availability of pre-existing third-party verifications such as audit reports, agreed-upon procedures letters, 
appraisals, actuarial reports, engineering reports, legal opinions and other reports provided by third 
parties, the availability of independent and competent third-party verification sources with respect to the 
particular security or in the particular jurisdiction of the issuer, and a variety of other factors. 
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Users of Fitch's ratings should understand that neither an enh!lJlc;ed factl,l.al investigation nor any third
party verificati9.n can ensµre that all of the information Fitch relies. on _in connection with a.rating will be 
accurate and complete. -Ultimately, the issu~r and its adviser-, .w.:.e -r~ponsible f'or .thi:; ,accuritcy ,of the 
information they provide.to Fitch and to the market in offering 9-0.Cl!m.ents and other reports. -ln issuing its 
ratings Fitch must reJy on the work of experts, including independent auditors with respect to financial 
statements and.attorneys .with respe!!t to legal and ta,s: matters .. F\Jrt)ler, ratings are inherenJ:ly forward
looking and ~mbc;idy ·ijssumption.s .and _precjj~):ions about f1,1_tw:e ew~nts that .by -their L\ature .. cannot be 
verified as fac.ts. As :a result, despite any verification of cu;;rent facts, rati°'gs can be aff\:c;teq by future 
event~ or concliii_9!).s t~~t were not ari~cipat!)c;I at the time a q1ti.11g was issued cir affir~. . · '. ·'. : · · .: • 

. . . .. : . . . : :, ' . ~ 

Ratings are nqt a recommendation or suggestion, directly or indirectly, to buy, sell, mak!l or hold any 
investment, l0!!-11 or security or to undertake imy investment strategy wi.th respect to any investment, loan, 
security or any issuer. Ratings do not comment on the ad~uacy of market price, the suitability of any 
investment, loan or security for a pru:~_cular investor (including wit.bout limitation, any accounting and/or 
regulatory treatment), or the true-exempt nature or taxability of payments made in respect of any 
investment, loan or security. Fitch is not your advisor, nor is Fitch providing to you or any other party any 
financial advice, or any legal,. auditing, accounting, appraisal, valuation or actuarial servi!:CeS, A rating 
should not be viewep as a replac;ement ~or sqcn !J.(lvice or servi_ces. 

Ratings are based on estab]jshed criteria a.Q.d methodologies that Fitch is continuously ev;~.luating and 
updating. Therefore, ratings are the collective work product of Fitch and no i):idividual, or group of 
individuals, is -solely ,responsible for a rating. All Fitch reports have shared authorship. -Individuals 
identified in a Fitch report were involved in, but are not solely res.po.ns_il:,]e for, the opinions s~ateq tnerein. 
The individuals l;ll'e nam,ed for cvmact purposes only. · 

The assignment of a rating or that taking of a ratings action by Fitch µoes not constitute Fit(::Ii consent to 
the use of its na.lIJ:e .. as .. ,m ex,pert in connection with any n;gi/;tration statement or other fili~gs .under US, 
UK or any other relev11nt securities laws. Fitch does not con&ent ro the inclusion of its fl'!Jings in any 
offering docur,nent in any instance in which US, UK or any other relevant securities laws requires such 
consent. Fitch does not consent to the inclusion of this letter communicating our rating ~ction in any 
offering document. You understand that Fitch has not consented to, imd will not consent to,'being named 
as an "expert'' in connection with any registration statement .or other filings under US, UJ{ or any other 
relevant securitjes laws, including but not limited to Section 7 of the U.S. Securities Act of 1933. Fitch is 
not an "underwriter" or "seller" as those terms are defined under applicable securities laws or other 
regulatory guidance, rules or recommendations, including without limitation Sections ] 1 and 12(a)(2) of 
the U.S. Securities Act of 1933, nor has Fitch performed the roles or tasks associated with an 
"underwriter" qr "seller" under this engagement. 

Fitch will continue to monitor the credit quality of and maintain ratings on the Issuer/Securities. It is 
important that you promptly provide us with all information that may be material to the ratings so that our 
ratings continue to be appropriate. Ratings may be raised, lowered, withdrawn, or placed on Rating 
Watch due to changes in, additions to, accuracy of or the inadequacy of information or for any other 
reason Fitch deems sufficient. 

Nothing in this letter is intended to or should be construed as creating a fiduciary relationship between 
Fitch and you or between us and any user of the ratings, 
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A record has been ma<;le of this rating in our permanent files, but it is our current intention that the 
rating will not be released publicly as the issur! has peen placed privately. Notwithstanding the 
foregqjng, nothing in this letter shall limit our -right to publish, disseminate or lice.nse others to publish 
or otherwise to disseminate the ratings or the rationale for the ratings. Investors may find Fitch's 
ratings to be important information, and that if you have legitimately shared the r:ating with a third party 
per the terms of the fee agreement, please note that you are responsible for .communicating the contents 
of this letter, and any chan15es with respect to the rating, to .any such party as well. 

In this letter, "Fitch" means Fitch Ratings, Inc. together with any successor in interest. 

We are pleased to have had the opportunity to be of service to you. If we can be of further assistance, 
please contact me at 212-908-0833. 

Sincerely, 

Fitch 

Michael Rinaldi 
Senior Director 

4 

0615 



Cause No. 44835 
Attachment ETR-7 

Page 1 of3 

3. ACQUI$1:rJON$ 

170 IAC 1-5•7 (3) 
wp120 

We!!t.{ield Water and Westfield Was.tl'water .... On March 21, 2014, We$Uield Water and Westfield Wastewater, 
subsldiari~s.of CWU, acq1.1ired the assE!tS and 0.perating rights .to the water.QO~.wastewat~r .utilities Pf.the .!;'.;ity of 
Westfi!:!ld, Indiana, resp~~ively. Major 1:1!18ei1:1 acquir!:ld ir,_clud!:ld undergr0.uo.d.,n1:1ins and se0tices, treatment and 
prod1.1¢h:m plij_nt, wells, ·and tbe accoun.ts.rec.eivabl!l. SigniflC111nt exclµde.(l.a~eJs.include the City of Westfield's 
stormw.ater syste~ a~ets .(unl8l3s the 1:1s,~t~ !).re l!'?.e!i]Q!ntly by 111.e.wa~t.ewajer_ system), an.~ the Wl3J!\fie.I!! P~p!ic 
Works_'3\Jll!lit:i~· .·- · . . :·-- · ... ·• .. .':.-,::·:.:•':,',"-·' '--'-;_,.·:;_·,::.\'·:.'· :·• , :,._=:·.':'. :·:, · 

Consfderatfqn .Transferred- Westfi.eld Water 1;m(I Westfield Wastewat!:lr.acquired the water anq w;;isJ~water -systelTl 
assets for a casb _purch§!le price of $2$.5.mQljpn ,!ind ~9.9 mimcm, rel!Pf!!¢ively. See also.Note 4.fo.r-addltional .. ·. 
information on debt issued relating to the acqui~ltions. ,Rates and.charges WIii be regulated by theJ.VRG • .Jhe utnlties 
are operated .as.lnvestor-:Qwned utlllli8$. Westflel~ .Wateqmd WeStli!i!ld. Waste\Y;:!ter essumep the ll:lte .schedule$. in 
placeJQr the syst~ms' ciu.stomer.s ~t t~E!_,cqulsl~on date.w.blch.iny!u.di.rate l1Jcr!:lal!~ pf 5%, 3%, ~o~~% on 
Jan1:111ry 1, ?01:4, .2015 and 2016, re11pect1vely, J9.r Westfield W11t~r ~r:id 4.%, ;3%, and 2% l'.!1).,/ffl:luaryj, aP14, 2015, 
and 2016, respectively, for Westfield W11!!1e""'.ater. Westfield W!iter an!I W!!sffield Wastewater agreed that such rates 
shall rem11in ln.el'fect th~ugh Decemb~r-31, 2016. (subject to li.l)fc>reseen .emergency rate t!!!lief n~.eds). The 
acquli;ltlons have been accounted for-1:1s business combinations •. The pur.chase price allo9,S.lion disclosed in the 
September 30, 4!:)14 financial statements WllS pr.ellmlnary. Our.Ing 2015, an appraisal of the systems was conducted 
which found th11t the fair value of the sys4!mll .was equal to the .consir:lerl;ltipn transferred. As a rellult of the finalized 
appraisal of the assets during the measurement period, intangibles decreased by $16.2 million, plant in service 
increased by $16.9 million, and depreciation expense increased .$0.2 mHHon. In accordance with guidance for 
Business _Combinations at ASC 805, these adjustinents have been refl\:lCtl}~ in the September 30, 2014 consolidated 
financial statements. · ' · ... -

The following table (In thousands) summarlzei; the ,purchase price altQpa!,ion to assets acquired and liabilities 
assumed: ·-.. · .::_- .. · 

Water Prellmlnary allocation Adjustments to Final allocation 
as of September 30, finallie purchase as of March 31, 

2014 price allocatiQn 2015 

Property, Plant, Equipment $ 33,022 $ 9,195 $ 42,217 
Intangible Assets .8,375 (8,~!,~) 

575 Current Assets .. ·.575 
Total Ass11ts Acquired 41,972 820 42,792 

Current Liabilltlas 42 41 83 
Contributions In Aid of Construction 12,428 .779 13,207 

Total LlabllltlesAssumad 12,47!) 112!> 1~,~~o 
Net Assets Acquired $ 29,502 $ $ 29,502 

wasmwaier Preliminary allocation Adjustments to Final allocation 
as of September 30, finafize purchase as of March 31, 

2014 price allocation 2015 

Property, Plant, Equipment $ 69,239 $ 7,749 $ 78,988 
lntanglble Assets 7,805 (7,805) 
Current Assets 1,015 1 015 

Total Assets Acquired 78,059 (56) 78,003 

Current Liabilities 163 225 388 
Contrlbutions In Ald of Consbucllon 18,033 (281} 17752 

Total Llabllities Assumed 18,1.96 
: .. (®) 18,140 

Net Assets Acquired $ 59,863 $ ! 59,863 

Regulatory accounting standards require that utility plant acquired be recorded at its original cosl The difference 
between original cost and the estimated fair market value is the acquisition adjustment, and is reflected in Property, 
Plant and Equipment for financial reporting purposes. The final acquisition adjustment amounts are $4.8 million for 
Westfield Water and $8.4 million for Westfield Wastewater. 
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· Acquisition Coste - Acquisition costs Included those Incurred to bring about the acquisition tram1action 
{transactional costs), those Incurred to acquire the financing {financing co~s), and those incurred to bring about the 
Integration of the utilities into Citizens Qntegration costs). Transactional a11d integration costs of $0.3 million were 
Incurred .In 2014 and were expensed as.incurred; no such costs were incurred in 2015. Financing costs were $2.0 
million throu~h .S~tem~er 30, 2014.~nd.W!:'~e.recorded as deferred charges. 

\,. ~ • • • • •• i • • '• ••••••• : • • 

; .·. 

4. LONG.•T~~ _llE~T 

Long-term debt comiisted of the followi!lg On thousands}: 
\.. · .. '.:. . 

Citizens Westfield Utilities REivenue Bonds 
Serles 2014A, 74% of 3-month LIBOR +2.20% with aswap 
to effectively fix 80% of bond.a at ~.56% (seii note B); due 
2016 tii,?_019 · •. .. . ' · ... 

Citizens Westfield Water Revenue Bonds 
Series 2014A, 74% of1-month LIBOR+1,80%with a swap 
to ef!f!cliVeJy_fix the rate a\_~-~~% (s~~ I!?~ !!)i due 2019 

Citizens Westfield Wastewater Revenue Bonds 
Serles 2014A, 74% of 1-month LIBOR +1.60% with a swap 
to effecllv!l!Y fix the rate at 2.89% (see note B); due 2019 

Current Maturities 

Total Long-Term Bonds Outstanding 

September 
30,2015 

$ 67,363 

8,365 

15,270 

(2,303) 

September 
30,2014 

$ 69,0_90 

8,365 

15,270 

(1,727) 

$ 90,998 

Principal maturities oflong-term debt for the next four fiscal years are as follows {in thousands): 

2016 
2017 
2018 
2019. 
Tl/I~1:P.ri.ntjp;d ~aturities 

. ·•. ~-.... . . 

$ 2,303 
2,303 

<2,303 
"!!!4,089 

·-.•.· 
The Citizens Westfield Utilities reveriue bonds were issued to pl'l)vide Cl'!Pital for investment in subsidiaries pursuant 
to a CWU indenture dated March 1, 2014. The bonds are secured by an assignment of certain interests in the 
ownership rights of the CWU sub.sidlatiell and payable with funds from dividends of the CWU subsidiarieii. The 
bonds were purchased by a syndicate of banks (the Lenders) under a Continuing CovenantAgreement.dat!:ld 
March 21, 2014. PNC Bank, National Associ.ition served as administrative agentfor the Lenders. The bonds 
amortize. on a 30-year level principal am.ortlzatlon schedule beginning December 31, 2014 and are subject to a 
mandatory tender by the Lenders on March:20, 2019. Interest o.n .the bonds Is at a floating rate of74 percent of 3-
month LIBOR plus 2.2 perc,mt; however, the Interest on .80 percent of the bonds was effectively fixed at a rate of 
approximately 3.56% through October 1, 2018 by means of an Interest rate swap with PNC Banlc, National 
Asso_ciatl!>n as the counterparty (s~ Nc;it~ 8). . . . . ~ . . ' 

The Westfield Water revenue bonds were issued pursuant to a Westfield Water indenture dated March 1, 2014 to 
fund .a portion of the $29.5 miOion acquisition price of the ass~tii. and operating rights to the water utility of the City of 
Westffeld, Indiana (see also Note 3), as well as to provide $1.1 million to fund a portion of future capital 
expenditures for the water utility. The remainder of the acquisition price of the water utiHty was funded with cash 
proceeds from the CWU Revenue Bonds. The Westfield Water-bonds are secured by and payable from the net 
revenues of Westfield Water. SecondJr!ly, the bonds are collateralized by certain non-operating assets of the utility. 
The bonds were purchased by a syndicate of banks {the Lenders) under a Continuing Covenant Agreement dated 
March 21, 2014. PNC Bank, National ~soclatlon served as administrative agent for the Lenders. The bonds are 
subject to a mandatory tender by the Lenders on March 20, 2019. interest on the bonds is a floating rate of 74 
percent of 1-month LIBOR plus 1.6 percent effectively fixed at a rate of approximately 2,89% through October 1, 
2018 by means of an interest rate swap with PNC Bank, National Association as the counterparty (see Note 8). 

The Westfield Wastewater revenue bonds were issued pursuant to a Westfield Wastewater Indenture dated 
March 1, 2014 to fund a portion of the $59.9 mnlion acquisition-price of the assets and operating rights to the water 
utility of the City of Westfield, Indiana (see also Note 3), as well as to provide $0.5 million to fund a portion of future 
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AFFIRMATION 

I affirm, under the penalties for perjury, that the foregoing representations are true. 
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Citizens Wastewater of Westfield 
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. Rutter 
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