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1

I.

2

PURPOSE AND SUMMARY OF TESTIMONY
The purpose of this testimony is to support San Diego Gas & Electric

3

Company’s (“SDG&E”) application for authorization to lease certain transfer

4

capability rights in the Sycamore to Penasquitos 230 kV Transmission Project

5

(“SX-PQ”) to Citizens Sycamore-Penasquitos Transmission LLC (“CSPT”),

6

pursuant to Section 851 of the Public Utilities Code. CSPT is a wholly owned

7

subsidiary of Citizens Energy Corporation (“Citizens”). My testimony will

8

provide background on Citizens generally, and its participation in the SX-PQ

9

Project. As discussed in more detail below, Citizens is contractually committed

10

to dedicating 50 percent of its after-tax profits associated with the SX-PQ Project

11

to supporting transportation electrification for low income ratepayers and

12

disadvantaged communities in San Diego County. Citizens estimates that its

13

involvement will generate approximately $12 million over the 30 year length of

14

its lease for this purpose. Citizens’ involvement therefore provides a dedicated

15

and stable source of funding to advance the state of California’s goals of ensuring

16

disadvantaged communities benefit from California’s clean energy initiatives.

17

II.

18

QUALIFICATIONS
I am Chief Executive Officer of Citizens Energy Corporation. My office

19

address is 88 Black Falcon Avenue Center Lobby, Suite #342, Boston,

20

Massachusetts, 02210. I joined Citizens Energy in November 2000 as Chief

21

Operating Officer, and became Chief Executive Officer in December 2014. In

22

this role, I report directly to the Chairman, President, and Founder, Joseph P.
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1

Kennedy II, and am responsible for all aspects of Citizens’ business and

2

charitable activities. I am currently leading Citizens’ efforts to develop high-

3

voltage electricity transmission lines in California to facilitate the delivery of

4

energy, including renewable energy sources. Additionally, I directly oversee

5

Citizens’ renewable energy development division, which works to develop,

6

construct, own, and operate renewable energy generation projects in the U.S.

7

and Canada.

8

Prior to joining Citizens Energy, I was a Manager at the Boston

9

Consulting Group (BCG), an international strategy and general management

10

consulting firm focused on helping leading corporations create and sustain

11

competitive advantage. I also spent five years on active duty with the United

12

States Coast Guard. I hold a B.S. in economics from the U.S. Coast Guard

13

Academy and an M.B.A. from Harvard Business School.

14

III.

15

BACKGROUND ON CITIZENS ENERGY
Citizens Energy Corporation was formed during the oil-price shocks of the

16

late 1970s to provide low-cost home heating oil to the poor and the elderly.

17

Joseph P. Kennedy II founded the company with the belief that profits from

18

successful oil industry ventures could be used to write down the cost of fuel to

19

vulnerable families having to choose between heating and eating and other basic

20

needs. Citizens Energy Corporation is structured as a non-profit company that

21

owns 100% of a for-profit holding company, which in turn wholly owns several
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1

for-profit subsidiaries. Citizens Energy relies on profits from the businesses it

2

owns and operates to generate revenues for charitable and social programs.

3

Following its success in the oil trading, exploration, and production fields,

4

Citizens Energy went on to become a leading innovator in the electricity, natural

5

gas, and pharmaceutical drug industries, all the while using profits from its

6

business activities to support a wide array of charitable programs in the U.S.

7

and abroad. Citizens’ commercial activities in its first decade included crude oil

8

trading, oil exploration and production, electric power and natural gas

9

marketing, mail-order pharmaceuticals, and environmental business consulting.

10

Citizens was granted the first authorization to market electricity ever issued to a

11

non-utility company in the mid-1980s and brokered the first independently

12

marketed kilowatt hour of electricity in the United States on June 27, 1986.

13
14

Citizens Energy Corporation has launched a number of innovative
businesses and programs, including:1
x Citizens Resources. One of the largest independent lifters of crude oil
from Angola, Nigeria, and Venezuela, with over $6 billion in sales and
daily trading volumes of over 250,000 barrels a day.

15
16
17
18
19
20
21
22
23
24
25

x Citizens Gas Supply. A leading marketer of natural gas to Local
Distribution Companies after successfully challenging monopoly
control of the nation’s natural gas pipelines, the company generated
$1.1 billion in sales.
x Citizens Conservation. A leading innovator in the energy conservation
field, achieving average energy savings of up to 40% through retrofits
1

The specific details on these activities may be found on Citizens’ website at
www.citizensenergy.com
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4
5
6
7
8
9
10
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14
15
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19
20
21
22
23
24
25
26
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33
34
35
36
37
38
39

in thousands of housing units across the U.S.
x Citizens Medical. The nation’s largest marketer of mail-order
prescription drugs, facilitating annual sales of over $3 billion and 40%
savings over conventional delivery for consumers.
x Citizens Power & Light Corporation. After securing a landmark
decision from FERC2, authorizing non-traditional utilities to engage in
power marketing, Citizens commenced its brokering of electric energy
at wholesale. It formed Citizens Power & Light to continue that work
and closed more than 30 major power sale contracts within a few years
achieving over $10.5 million in sales and becoming a nationally
recognized leader in the field of electric power marketing.
x Citizens Wind. Citizens Wind is Citizens Energy’s wind development
division. It has developed 235 megawatts of operational wind projects
in the U.S. and Canada, and has an active development portfolio of
over 200 megawatts. Additionally, Citizens Wind is currently
negotiating partnerships with offshore wind developers in the U.S. to
participate in the growing offshore wind industry. Citizens Wind’s
profits are used to fund Citizens Energy’s assistance programs and it
operates with the social mission of Citizens Energy in mind.
x Citizens Solar. Citizens has developed, constructed, owns, and operates
a $190 million portfolio of solar generating assets with a capacity of 86
megawatts. The projects are ground-mounted, utility-scale,
distributed solar arrays in Massachusetts and Georgia. Additionally,
Citizens has an active development portfolio of more than 300
megawatts of solar projects. Like its other ventures, Citizens Solar
generates profits to help fund the parent company’s charitable mission.
x Citizens Energy Oil Heat Program. Created in response to the oil crisis
of the late 1970s, the Oil Heat Program has delivered millions of
gallons of discounted home heating oil to poor and elderly households
in the Northeast. Since 2006, in partnership with CITGO Petroleum,
the Oil Heat Program has distributed over $500 million of assistance to
more than one million households.

2

Citizens Energy Corp., 35 FERC ¶ 61,198 (1986).
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1

Hundreds of millions of dollars in dividends from these and other ventures have

2

gone to support charitable programs as innovative as the businesses that

3

financed them, including social programs in the countries where Citizens Energy

4

runs business operations.

5
6

IV.

7

CITIZENS ENERGY - OPERATIONS IN ELECTRICITY
INDUSTRY
Citizens Energy Corporation began its operations in the electricity

8

industry with a program launched in 1985 to buy power from utilities with

9

surplus generating capacity, resell the excess power to other utilities, and then

10

use the profits to help low-income families pay their electricity bills. Since then,

11

Citizens has become involved in electric transmission and energy generation

12

projects. Citizens is confronting two relatively new industry problems: (1)

13

Resolution of transmission congestion and (2) Facilitating the delivery of

14

renewables, including mitigation of the cost of relatively expensive renewable

15

energy to economically vulnerable customers such as the poor and the elderly.

16

Citizens is seeking to find innovative, market opportunities to address these

17

issues and resolve them.

18

Citizens continues to use its ingenuity to find and resolve, on a

19

commercial basis, impediments and bottlenecks in the electric power industry

20

and use the profits it earns to further extend its assistance to disadvantaged

21

energy consumers in the United States. In late 2004, Citizens began to turn its

22

attention to the problem of transmission constraints in the new, disaggregated
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1

electric industry which impede the free flow of renewable and lower cost

2

electricity to consumers, much the way it did when it first investigated the once

3

closed, vertically integrated electric utility power marketing structure. In so

4

doing, Citizens found that there are significant opportunities for independent

5

developers in transmission projects to resolve transmission bottlenecks, promote

6

the development of renewable electric resources and improve the performance of

7

newly emerging electricity markets.

8
9

Citizens seeks to tackle transmission congestion through innovative
business and market relationships, while facilitating the delivery of renewable

10

energy (including mitigation of the cost of relatively expensive renewable

11

generation to economically vulnerable customers such as the poor and the

12

elderly). Citizens is accomplishing that objective through its involvement in

13

transmission projects, including its involvement in the Sunrise Powerlink

14

Project, the Central Valley Power Connect Project, and the SX-PQ Project.

15

Citizens’ involvement in the Sunrise Powerlink Project began in 2005, and

16

culminated in Citizens financing of its $100 million investment in the Sunrise

17

Powerlink Project. Through its wholly owned subsidiary, Citizens Sunrise

18

Transmission (“CST”), Citizens financed 50% of the cost of the 500 kV

19

transmission line in Imperial County (the “Border-East Line”), and has become a

20

Participating Transmission Owner (“PTO”) within the California Independent

21

System Operator, Corp. (“CAISO”). The Citizens-Sunrise arrangements were
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1

approved by the California Public Utilities Commission in Decision

2

No. 11-05-048, and by the Federal Energy Regulatory Commission.

3

Thanks to Citizens’ participation, the Sunrise Powerlink Project has

4

achieved significantly greater public benefits. Citizens has contractually

5

committed to spend 50% of its after-tax profit from the Sunrise project on

6

programs assisting low income families of Imperial County. Since becoming

7

operational in June of 2012, CST’s ownership in the Sunrise Powerlink Project

8

annually generates approximately $1.5 million of low-income assistance that

9

directly benefits the ratepayers in Imperial County. To date, Citizens has

10

installed 421 solar rooftop systems on low-income houses – at no cost to the

11

homeowner – resulting in more than $400,000 in ratepayer savings to-date, and

12

an installed capacity of more than 1.6 megawatts. The program continues to be

13

highly respected and appreciated by the community, local elected officials, and

14

the local municipally-owned utility, Imperial Irrigation District, which had

15

previously been unable to experience any material level of residential rooftop

16

solar in Imperial County. In addition to the direct low-income rate payer

17

benefits, Citizens’ solar homes program in the Imperial Valley has created local

18

jobs, further assisting the local economy.

19

Citizens is additionally contractually partnered in the development and

20

financing of the Central Valley Power Connect Project (“CVPC Project”), through

21

its wholly owned subsidiary Citizens Power Connect, LLC (“CPC”). The CVPC

22

Project is an approximately $150 million, 68 mile long 230 kV overhead
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1

transmission line that will run from just northwest of Bakersfield, California to

2

just north of Fresno, California. Citizens’ participation in the CVPC Project is in

3

partnership with Pacific Gas & Electric Co. (“PG&E”) and MidAmerican Central

4

California Transco, LLC (“MCCT”).

5

Citizens’ involvement in the CVPC Project is substantively similar to that

6

of its involvement in the Sunrise Project. Citizens has agreed to finance 25

7

percent of the CVPC Project in exchange for a 30-year leasehold interest on 25

8

percent of the CVPC Project’s capacity. Citizens has additionally committed to

9

spend 50 percent of its after-tax profits to assist low-income consumers in the

10

affected service areas.

11
12
13
14

VI.

15

Letter of Intent with SDG&E to prepare a joint application to the CAISO for

16

consideration in the CAISO’s competitive solicitation process for the Project.3

17

Citizens and SDG&E worked together and produced an application that the

18

CAISO found superior to the three other applications submitted by other

19

parties.4 Specifically, the CAISO performed a comparative analysis of the

CITIZENS’ INVOLVEMENT WITH AND FINANCING OF THE SXPQ PROJECT
Citizens’ involvement with the Project began in 2013 when it signed a

3

Sycamore-Penasquitos Project-Project Sponsor Selection Report (Mar. 4, 2014) at
1, (“Selection Report”) Available at: https://www.caiso.com/Documents/SycamorePenasquitosProjectSponsorSelectionReport.pdf

4

Id. at 4.
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1

proposals submitted by the four parties, and found SDG&E’s and Citizens’ bid to

2

be superior in “most of the tariff criteria.”5 As a result, the CAISO selected

3

SDG&E in conjunction with Citizens to develop the Project.

4

On November 9, 2017 Citizens and SDG&E entered into the Development,

5

Coordination, and Option Agreement (“DCOA”), which identifies the terms for

6

Citizens’ engagement in the development of the Project, consistent with the

7

Letter of Intent from 2013. Citizens’ involvement in the Project is structured

8

very similarly to Citizens’ participation in both the Sunrise Powerlink Project

9

and the Central Valley Power Connect Project. A copy of the DCOA is included

10

as Attachment 1 to the Application accompanying this testimony, and its

11

features are discussed in more detail in the direct testimony of SDG&E

12

witnesses John Jenkins and Amanda White. Citizens has created a separate for-

13

profit subsidiary called Citizens Sycamore-Penasquitos Transmission LLC

14

(“CSPT”) for purposes of Citizens’ participation in this Project. CSPT is a

15

Delaware for-profit corporation formed to develop, finance, own, and sell the

16

output of transmission facilities in interstate commerce. CSPT is a wholly-

17

owned subsidiary of Citizens Enterprises Corporation, which itself if owned by

18

Citizens Energy Corporation.

19
20

Citizens currently estimates that its financing and development costs will
be approximately $2 million. Citizens will finance its leasehold interest in the

5

Id. at 63.
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1

transfer capability of the Project with the issuance of debt with a term of 30

2

years. Annual debt service payments on the debt will be on a levelized basis

3

over this period. The capital component of Citizens’ rates will be capped and

4

locked-in for the full 30 year term of the lease, providing rate stability as

5

discussed in more detail in the Direct Testimony of Citizens witness John

6

Wilson. Citizens will recover its own operating costs through FERC approved

7

rates.6

8

approximately $150,000. As with its participation in the Sunrise Project,

9

Citizens has contractually committed to spend 50% of its net after tax profits

Citizens currently estimates these annual operating costs to be

10

from its participation in the SX-PQ Project to assist low income ratepayers and

11

disadvantaged communities in San Diego County.

12

Citizens estimates that this commitment will translate to approximately

13

$400,000 in support each year for the full 30 year term of the Lease. Citizens’

14

involvement will therefore produce a steady, 30-year source of funding to

15

support transportation electrification for low income ratepayers and

16

disadvantaged communities in San Diego County. All told, the transaction

17

before the Commission will produce approximately $12 million of investment in

18

transportation electrification. This benefit would not be realized without

19

Citizens’ involvement in this Project. Citizens’ involvement therefore also

6

A copy of Citizens’ FERC Petition for Declaratory Order is attached as
Attachment PFS-1 to this testimony.
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1

supports the Legislature’s recognition in SB 350 that “widespread transportation

2

electrification” is required in order to meet California’s clean energy and

3

efficiency goals.7 As SB 350 recognizes, achieving “widespread transportation

4

electrification requires increased access for disadvantaged communities, low-

5

and moderate income communities.”8 Citizens’ unique commitment to dedicate

6

50 percent of its after tax profits to this purpose will help carry out this mandate

7

for low-income ratepayers and disadvantaged communities in San Diego County.
This concludes my direct testimony.

8

7

The Clean Energy and Pollution Reduction Act of 2015, (“SB 350”) at Section 32
at (a)(1)(B).

8

Cal. Pub. Util. Code § 740.12(a)(1)(B).
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November 9, 2017
VIA ELECTRONIC FILING
Kimberly D. Bose, Secretary
Federal Energy Regulatory Commission
888 First Street, N.E.
Washington, D.C. 20426
Re:

Petition for Declaratory Order of Citizens Energy
Corporation to Authorize Rate Treatments for the
Sycamore-Penasquitos 230 kV Transmission Line Project,
Docket No. EL18-____-000

Dear Secretary Bose:
Pursuant to Rule 207(a)(2) of the Rules of Practice and Procedure of the
Federal Energy Regulatory Commission (18 C.F.R. § 385.207(a)(2)), Citizens
Energy Corporation (“Citizens”) submits this Petition for a Declaratory Order
seeking Commission approval of certain rate treatments in connection with
Citizens’ participation in the Sycamore-Penasquitos 230 kV Transmission
Line Project. This Petition is supported by the affidavits of Peter F. Smith
and David T. Helsby.
In accordance with the Item No. 31 of the Commission’s Frequently Asked
Questions (FAQs) (http://ferc.gov/resources/faqs/efiling.asp), Citizens is filing
this Petition electronically, and hand delivering a check for the required
$25,640.00 filing fee. Please do not hesitate to contact the undersigned with
any questions or concerns regarding this filing.
Respectfully Submitted,
_/s/Ashley M. Bond________
Ashley M. Bond
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Corporation
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UNITED STATES OF AMERICA
BEFORE THE
FEDERAL ENERGY REGULATORY COMMISSION

Citizens Energy Corporation
Petitioner

)
)
)
)
) Docket No. EL18-_____
)
)
)
)

PETITION FOR DECLARATORY ORDER OF CITIZENS ENERGY
CORPORATION TO AUTHORIZE RATE TREATMENTS FOR THE
SYCAMORE-PENASQUITOS 230 KV TRANSMISSION LINE PROJECT

Donald R. Allen
Ashley M. Bond
Duncan & Allen
1730 Rhode Island Avenue, N.W.
Suite 700
Washington, D.C. 20036
(202) 289-8400
(202) 289-8450 (facsimile)
Counsel for Citizens Energy Corporation
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UNITED STATES OF AMERICA
BEFORE THE
FEDERAL ENERGY REGULATORY COMMISSION

Citizens Energy Corporation
Petitioner

)
)
)
)
) Docket No. EL18-_____
)
)
)
)

PETITION FOR DECLARATORY ORDER OF CITIZENS ENERGY
CORPORATION TO AUTHORIZE RATE TREATMENTS FOR THE
SYCAMORE-PEÑASQUITOS 230 KV TRANSMISSION LINE PROJECT
Citizens Energy Corporation (“Citizens” or “Citizens Energy”), on behalf of
itself and its wholly owned subsidiary Citizens Sycamore-Penasquitos Transmission
(“CSPT”) hereby requests that the Federal Energy Regulatory Commission
(“Commission”) issue a declaratory order approving two rate treatments, in
connection with a new high voltage transmission project that Citizens is partnering
with San Diego Gas & Electric Company (“SDG&E”) to develop and finance,
pursuant to Rule 207 of the Commission’s Rules of Practice and Procedure, 1/
Section 219 of the Federal Power Act (“FPA”),2/ and Order No. 6793/. The California

1/

18 C.F.R. § 385.207.

2/

16 U.S.C. §§ 791a - 828c, § 824s.

3/

Promoting Transmission Investment Through Pricing Reform, Order No. 679, 116
FERC ¶ 61,057, order on reh’g, 117 FERC ¶ 61,345 (2006), order on reh’g, 119 FERC
¶ 61,062 (2007) (“Order No. 679”).

Attachment PFS-1
Page 8 of 165

-2-

Independent System Operator (“CAISO”) selected SDG&E, in conjunction with
Citizens, to finance, construct, own, operate, and maintain the SycamorePenasquitos transmission line project (“the Project”).4/ Citizens entered into an
agreement with SDG&E in which it will finance $27 million of the Project in
exchange for an entitlement in the transfer capability associated with the facilities
it finances. Citizens will use CSPT to effectuate the ultimate transaction with
SDG&E, which will be structured, for tax purposes, as a lease transaction under
Section 467 of the Internal Revenue Code. Citizens’ involvement in the Project
stems from its continuing pursuit of a strategy to partner with utilities to develop
transmission projects, to alleviate transmission constraints, and increase access to
renewable energy, while supporting low income energy consumers in California.
In this filing, Citizens asks the Commission to authorize the same two rate
treatments that the Commission has approved for Citizens’ involvement in the
Sunrise Powerlink Project5/ and the Central Valley Power Connect Project. 6/ First,
Citizens requests that the Commission approve its requested rate methodology,
which includes Citizens’ use of: (1) a hypothetical capital structure of 50% debt and
50% equity, (2) the use of a proxy return on equity, subject to Citizens making the
appropriate future filings pursuant to Section 205 of the Federal Power Act, (3) a

4/

Sycamore-Penasquitos Project-Project Sponsor Selection Report (Mar. 4, 2014) at 1,
(“Selection Report”) Available at: https://www.caiso.com/Documents/SycamorePenasquitosProjectSponsorSelectionReport.pdf

5/

Citizens Energy Corp., 129 FERC ¶ 61,242 (2009).

6/

Citizens Energy Corp., 157 FERC ¶ 61,150 (2016).

Attachment PFS-1
Page 9 of 165

-3-

30 year levelized fixed rate for recovery of capital requirements, and (4) a formula
rate to recover actual operating costs. 7/ Second, under Order No. 679, 8/ Citizens
requests that the Commission allow Citizens to seek recovery of 100% of all
prudently incurred development and construction costs in the event the project is
abandoned as a result of factors beyond Citizens’ control. The rate treatments will
ultimately be implemented through a subsequent Section 205 filing to put in place a
just and reasonable formulaic rate mechanism. That subsequent filing pursuant to
the approved formula will result in just and reasonable rates.
Commission approval of these rate treatments is required by Citizens’
lenders and the capital markets. Without pre-approval of both of the requested rate
treatments – recovery of capital requirements through the indicated formula rate
and qualification to seek recovery of abandonment costs under Order 679 – Citizens
does not believe that it will be able to obtain the necessary financing to participate

7/

Citizens’ formula rate methodology will recover operating expenses on an actual
incurred basis, and capital requirements on a fixed, levelized basis for 30 years.
Citizens’ capital requirements will be determined using a return on rate base
approach incorporating a hypothetical capital structure and proxy return on equity
similar to what the Commission has approved for public power participants who are
Participating Transmission Owners in the California Independent System Operator
and for another Citizens Energy subsidiary in connection with the Sunrise
Powerlink Project. Citizens Energy Corp., 129 FERC ¶ 61,242 (2009). See also
Citizens Energy Corp., 157 FERC ¶ 61,150 (2016); Morongo Transmission LLC, 148
FERC ¶ 61,139 (2014).

8/

Through this Petition, Citizens requests the Commission to grant this incentive,
subject to Citizens making the appropriate “just and reasonable” demonstration in a
future Federal Power Act, Section 205 filing. Order No. 679 specifically reserves
such prudence determination for a subsequent Section 205 filing which every utility
is required to make if it seeks abandonment cost recovery. Order No. 679, 116
FERC ¶ 61,057at PP 165-66. See also Citizens Energy Corp., 157 FERC ¶ 61,150
(2016); Citizens Energy Corp., 129 FERC ¶ 61,242 (2009).
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in development of the Project. Similarly, Citizens requires the assurance that it
may seek recovery of prudently incurred costs in the event the project is abandoned,
subject to a later Section 205 filing, before it can commit to an outlay of such
significant sums for construction. Citizens’ participation in the development of the
Project is non-routine, and through this filing, Citizens demonstrates that there is
the required nexus between each of the above-referenced rate treatments sought
and the investment Citizens will make.
Citizens’ involvement in the Project stems from its desire to develop
transmission projects that help resolve transmission bottlenecks, increase access to
renewable energy, and reduce energy costs to low income consumers in California.
Citizens has a successful track record of addressing these concerns through its other
partnerships, including its participation in the Sunrise Powerlink Project with
SDG&E and the Central Valley Power Connect Project with Pacific Gas & Electric
Co. and Berkshire Hathaway Transmission. For the reasons discussed below,
Citizens requests that the Commission authorize the requested rate treatments for
Citizens' involvement in the Project.
I.

BACKGROUND

The Commission has recognized both the need for additional transmission
capacity and the obstacles facing the development of transmission projects on
numerous occasions. The increased demand for renewable resources has made the
need for additional transmission all the more critical.9/ Congress and the

9/

North American Electric Reliability Corporation, “Electric Industry Concerns on the
Reliability Impacts of Climate Change Initiatives” (November 2008),

Attachment PFS-1
Page 11 of 165

-5-

Commission have worked diligently to develop and implement policies to encourage
investment in new transmission and to mitigate many of the risks associated with
transmission projects.10/
Concerns over the availability of transmission capacity continues to drive
Commission policy and Congressional lawmaking. It has also caused the State of
California to introduce a specific agenda for expanding transmission and
encouraging the development of renewable generation. Current California law and
policies presently require that California have 50 percent of its electric power
generated by renewable resources, and to double its energy efficiency by 2030.11/
II.
A.

IDENTIFICATION OF THE PARTIES

Citizens Energy Corporation

http://www.nerc.com/files/2008-Climate-Initiatives-Report.pdf. (“…we believe that
the grid will be threatened unless we build the transmission infrastructure that is
necessary to support renewable resources…”).
10/

See Energy Policy Act of 2005, Pub. L. No. 10-58, § 1241, 119 Stat. 594, 961 (2005);
Order Removing Obstacles to Increased Electric Generation and Natural Gas Supply
in the Western United States, 94 FERC ¶ 61,272, 61,967 (2001); Order No. 679, 116
FERC ¶ 61,057; Further Order on Removing Obstacles to Increased Electric
Generation and Natural Gas Supply in the Western United States, 95 FERC ¶ 61,225
(2001).

11/

Under Governor Davis, California adopted a renewable portfolio standard, in which
the state committed to having 20% of its electric power generated by renewable
sources by 2017. Governor Schwarzenegger accelerated that target to 2010, with
33% to be renewable by 2020. See Executive Order S-14-08 (available at
http://gov.ca.gov/executive-order/11072/). In 2015 Governor Brown further
accelerated this goal through SB 350, which requires that California have 50% of its
electric power generated by renewable resources, and double its energy efficiency by
2030. See Senate Bill 350 (available at
https://leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=201520160SB350)
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Citizens Energy Corporation is a non-profit Massachusetts corporation
exempt from federal taxes under Section 501(c)(4) of the Internal Revenue Code,
with its principal headquarters located in Boston, Massachusetts. Citizens became
a FERC-jurisdictional public utility in 1986.12/ Its successful commercial
subsidiaries have supported a wide array of social and charitable programs in the
United States and abroad. Founded in Boston by Joseph P. Kennedy II in 1979,
Citizens became a leading innovator in the energy and health care fields and used
its entrepreneurial ventures to help people in need in the U.S., Africa, Central and
South America, and the Caribbean. In its first decade, Citizens’ commercial
activities included crude oil trading, oil exploration and production, electric power
and natural gas marketing, energy conservation and efficiency, mail-order service
pharmaceuticals, and environmental business consulting.13/ Citizens was granted
the first authorization to market electricity ever issued to a non-utility company in
the mid-1980s and brokered the first independently marketed kilowatt hour of
electricity in the United States on June 27, 1986.14/ Citizens devoted its profits from

12/

Citizens Energy Corp., 35 FERC ¶ 61,198 (1986).

13/

Exhibit CEC-1 at P 11.

14/

Id. at P 10.
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independent electricity marketing to assisting low-income electricity consumers of
the participating utilities pay their energy bills.
Citizens Energy is structured as a non-profit company that owns 100% of a
for-profit holding company, Citizens Enterprises.15/ Citizens Enterprises in turn
owns several for-profit subsidiaries, including Citizens Sunrise Transmission, LLC
(for its interest in the Sunrise Powerlink), Citizens Power Connect, LLC (for its
interest in the Central Valley Power Connect), and CSPT which is the limited
liability company Citizens will utilize to effectuate the ultimate lease transaction
with SDG&E for the Sycamore-Penasquitos Project.16/ Citizens relies on profits
from the businesses it owns and operates to generate revenues for charitable and
social programs.
Over its 38-year history, Citizens has launched a number of innovative
businesses initiatives, including:
x Citizens Resources. One of the largest independent lifters of crude oil from
Angola, Nigeria, and Venezuela, with over $6 billion in sales and daily
trading volumes of over 250,000 barrels a day.
x Citizens Gas Supply. A leading marketer of natural gas to Local
Distribution Companies after successfully challenging monopoly control of
the nation’s natural gas pipelines, the company generated $1.1 billion in
sales.
x Citizens Conservation. A leading innovator in the energy conservation
field, achieving average energy savings of up to 40% through retrofits in
thousands of housing units across the U.S.

15/

Exhibit CEC-1 at P 30.

16/

Id.
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x Citizens Medical. The nation’s largest marketer of mail-order prescription
drugs, facilitating annual sales of over $3 billion and 40% savings over
conventional delivery for consumers.
x Citizens Power & Light Corporation. After securing a landmark decision
from FERC17/, authorizing non-traditional utilities to engage in power
marketing, Citizens commenced its brokering of electric energy at
wholesale. Later it formed Citizens Power & Light to continue that work
and closed more than 30 major power sale contracts within a few years,
achieving over $10.5 million in sales and becoming a nationally recognized
leader in the field of electric power marketing.18/
x Citizens Wind. Citizens Wind is Citizens Energy’s wind development
division. It has developed 235 megawatts of operational wind projects in
the U.S. and Canada, and has an active development portfolio of over 200
megawatts. Additionally, Citizens Wind is currently negotiating
partnerships with offshore wind developers in the U.S. to participate in
the growing offshore wind industry. Citizens Wind’s profits are used to
fund Citizens Energy’s assistance programs and it operates with the social
mission of Citizens Energy in mind.
x Citizens Solar. Citizens has developed, constructed, owns, and operates a
$190 million portfolio of solar generating assets with a capacity of 86
megawatts. The projects are ground-mounted, utility-scale, distributed
solar arrays in Massachusetts and Georgia. Additionally, Citizens has an
active development portfolio of more than 300 megawatts of solar projects.
Like its other ventures, Citizens Solar generates profits to help fund the
parent company’s charitable mission.
x Citizens Energy Oil Heat Program. Created in response to the oil crisis of
the late 1970s, the Oil Heat Program has delivered millions of gallons of
discounted home heating oil to poor and elderly households in the
Northeast. Since 2006, in partnership with CITGO Petroleum, the Oil
Heat Program has distributed over $500 million of assistance to more
than 1 million households.

17/

Citizens Energy Corp., 35 FERC ¶ 61,198 (1986).

18/

In 1995 Citizens Power & Light formed a partnership with Lehman Brothers
Holdings, Inc. and was renamed Citizens Lehman Power L.P. Citizens eventually
sold its interest in the partnership.
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Hundreds of millions of dollars in dividends from these and other ventures have
gone to support charitable programs as innovative as the businesses that financed
them, including social programs in the countries where Citizens Energy runs
business operations.
Citizens began its operations in the electricity industry in 1985 with its
program to buy power from utilities with surplus generating capacity, resell the
excess power to other utilities, and then use the profits to help low-income families
pay their electricity bills. Citizens has since become involved in a variety of electric
transmission and energy projects. In the 21st century, Citizens is confronting two
relatively new industry problems: (1) resolution of transmission congestion and (2)
facilitating the delivery of renewables, including mitigation of the cost of relatively
expensive renewable energy to economically vulnerable customers such as the poor
and the elderly. Citizens is seeking to find innovative, market opportunities to
address these issues and resolve them.
1.

Transmission Activities and Involvement in the
Sunrise Powerlink Project

In the early 2000’s, Citizens began examining several constrained
transmission areas and concluded that, through partnership arrangements with
incumbent utilities, it could deploy the emerging concepts of an independent
transmission company to spur construction of new transmission lines and alleviate
transmission bottlenecks. In 2004 Citizens began a cooperative relationship to
further the development of San Diego Gas & Electric’s (“SDG&E”) Sunrise
Powerlink Project. Citizens and SDG&E formalized the relationship on May 11,
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2009 through a Development and Coordination Agreement (the “DCA”), which
provided for Citizens’ engagement in the development of the Border-East Line, a
500 kV transmission line that is part of SDG&E’s Sunrise Powerlink Project.
Through its wholly owned subsidiary, Citizens Sunrise Transmission (“CST”),
Citizens has financed fifty percent the Border-East Line, an approximately $100
million investment, and has become a Participating Transmission Owner (“PTO”)
within the California Independent System Operator, Corp. (“CAISO”). Citizens
does not own any of the actual facilities themselves, but has long-term lease rights
to the transfer capability of the Border-East Line. Citizens has turned its rights
over to the CAISO and has a FERC approved transmission service tariff pursuant
to which it recovers its costs from the CAISO.19/
Citizens securitized the financing of its participation cost with a pledge of the
revenues it will receive from the CAISO. With Commission approval, Citizens used
an all debt financing, and recovers its costs in a way that is substantively the same
as how Citizens proposes to recover the cost associated with the Project.
Two important components of Citizens’ involvement in the Sunrise Powerlink
Project are: (i) Citizens agrees to limit recovery of its costs from the CAISO to an
amount no higher than what SDG&E would charge if SDG&E held Citizens’
interest in the project, and (ii) Citizens commits 50% of its annual after-tax profits
from the project to energy assistance programs for low-income ratepayers in the
project’s footprint.

19/

Citizens Sunrise Transmission LLC, 138 FERC ¶61,129 (2012).

Attachment PFS-1
Page 17 of 165

2.

-11-

Participation in the Central Valley Power Connect
Project

Citizens is also contractually committed to assisting in the development and
financing of the Central Valley Power Connect Project (CVPC Project), an
approximately 68 mile long 230 kV overhead transmission line that will run from
just northwest of Bakersfield, California to just north of Fresno, California.
Citizens’ participation in CVPC Project is in conjunction with Pacific Gas & Electric
Co. (“PG&E”) and MidAmerican Central California Transco, LLC (“MCCT”).
Citizens worked in conjunction with PG&E and MCCT to formulate a competitive
bid to the CAISO, which the CAISO Board selected in 2013.
The specifics of Citizens’ involvement with the CVPC Project are
substantively similar to those of its involvement with the Sunrise Project. Under
the terms of the Transmission Capacity Lease Agreement with PG&E and MCCT,
Citizens agrees to finance 25 percent of the CVPC Project in exchange for a 30-year
leasehold interest on 25 percent of the Project’s capacity. Similar to its involvement
in the Sunrise Powerlink, Citizens has additionally committed to spend 50 percent
of its after-tax profits to assist low-income consumers in the affected service areas.
Citizens’ wholly owned subsidiary Citizens Power Connect, LLC (“CPC”) will
effectuate the ultimate transaction with PG&E and MCCT.
On November 28, 2016 the Commission granted Citizens’ request for rate
treatments virtually identical to those Citizens seeks in this filing, and to those the
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Commission approved in conjunction with Citizens’ participation in the Sunrise
Project.20/
B.

San Diego Gas & Electric Company
SDG&E is a regulated public subsidiary of Sempra Energy that provides

service to 3.6 million people in San Diego and southern Orange County,
California.21/
III.

DESCRIPTION OF THE SYCAMORE-PENASQUITOS 230 kV
TRANSMISSION LINE PROJECT
The Sycamore-Penasquitos 230kV Transmission Line Project (the “Project”)

is comprised of a new 230 kV electric transmission line between the Sycamore
Canyon and Pensaquitos Substations. It will traverse approximately 14miles in
San Diego County, in southern California.22/ The Project has three segments:
Segment A which consists of an overhead alignment running between Sycamore
Canyon Substation and Stonecroft Trail within an existing SDG&E right of way;
Segment B which consists of a transmission line transitioning from an overhead
positions to an underground duct bank that will travel westerly along Pomerado
Road, cross Interstate 15 then continue along secondary roads through the
commercial area of Mira Mesa before transitioning back to an overhead line within
an existing SDG&E right of way along the east side of Interstate Highway 805 at

20/

Citizens Energy Corp., 157 FERC ¶ 61,150 (2016).

21/

www.sdge.com/aboutus

22/

See http://www.sdge.com/key-initiatives/sycamore-penasquitos-230kv-transmissionline-project. A map of the Project is included as Exhibit CEC-4.
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Carroll Road/Carroll Canyon Road; and Segment C, which consists of an overhead
alignment on the existing 230 kV steel poles within an existing SDG&E right-ofway heading northward into the Penasquitos Substation. 23/
The CAISO identified the Project as a “reliability-driven project”24/ in its
2012-2013 transmission plan that is necessary to “avoid projected system overloads
to ensure the delivery of renewable generation.”25/ The need for the Project became
“even more critical” with the announcement of the retirement of the San Onofre
Nuclear Generating Station (“SONGS”).26/ The CAISO determined the SONGS
retirement put “increased importance on the placement of the SycamorePenasquitos line in service at the earliest opportunity” making the ability to
achieve an expedient in service date “critical” for this Project.27/
On October 13, 2016 the California Public Utilities Commission (“CPUC”)
granted SDG&E a Certificate of Public Convenience and Necessity (“CPCN”) for
the Project.28/ The CPUC granted the Project a CPCN configured with Alternative 5

23/

Exhibit CEC-3, Section 1.1, Definition of “Project.”

24/

Selection Report at 2.

25/

Id. at 3.

26/

Id.

27/

Id.

28/

In the Matter of the Application of San Diego Gas & Electric Company (U902E) for a
Certificate of Public Convenience and Necessity for the Sycamore-Penasquitos 230
Kilovolt Transmission Line Project, Decision Granting Certificate of Public
Convenience and Necessity for the Sycamore-Penasquitos 230 kV Transmission Line
Project, Application 14-04-011 (“CPCN Order”), available at:
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which increased the portion of the Project that would be underground to
approximately 11 miles.29/
As discussed in more detail below, Citizens has agreed to finance $27 million
of the Project in exchange for a 30 year leasehold interest in a portion of the
Project’s transfer capacity that is proportional to Citizens’ financing.30/ This
Petition pertains only to the proposed cost recovery by Citizens of its proportional
share of the cost of development and construction of the Project. Citizens’ proposed
cost recovery reflects transmission operating costs, applicable overhead costs, and
fixed capital requirements costs.31/
The structure of Citizens’ involvement with the Project is substantively the
same as its involvement in both the Sunrise Powerlink Project and Central Valley
Power Connect Project discussed above. In all three projects, Citizens has assisted
in the development and financing of a portion of the project in exchange for a longterm lease of a portion of the transfer capability of the project. In all three projects
Citizens has committed to turn over operational control of its leasehold interest to
the CAISO and to become a CAISO Participating Transmission Owner. Similarly,
Citizens commits to spend 50% of its annual after-tax profits to assist low-income
consumers in the affected service areas. In the context of the Sunrise Powerlink
http://www.cpuc.ca.gov/Environment/info/panoramaenv/Sycamore_Penasquitos/PDF/
Decision.PDF
29/

Id. at 12-14.

30/

Exhibit CEC-1.

31/

Exhibit CEC-2 at P 16-18.
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Project, this commitment has translated approximately $1.5 million of support per
year.32/
A. Project Ownership
On November 9, 2017 Citizens and SDG&E entered into the Development,
Coordination, and Option Agreement (“DCOA”), establishing the terms for Citizens’
engagement in the development of the Project.33/ SDG&E will own the Project, and
Citizens’ participation will be a leasehold interest in a percentage of the Project
proportional to Citizens’ financing. Title to the facilities will remain with SDG&E
and the transfer capability will revert to SDG&E upon expiration of the lease term.
For tax purposes, the transaction will take place in the context of a Section
467 lease under the Internal Revenue Code, between SDG&E and CSPT, a whollyowned subsidiary of Citizens Energy Corporation. The rent will be paid in a lump
sum at the closing of the transaction, which will occur when the parties finalize and
execute the Transfer Capacity Lease. It will be reported as accruing for tax
purposes quarterly in arrears. The prepayment, to the extent it exceeds the rent
that has accrued, will be treated as a loan by Citizens to SDG&E that bears interest
as required by Section 467 of the US tax code.34/

32/

Exhibit CEC-1 at P 19.

33/

A copy of the DCOA is attached to this Petition as Exhibit CEC-3.

34/

Exhibit CEC-2 at P 23.
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Project Management, Construction and
Operation/Maintenance of the Project
SDG&E is responsible for the development, design, permitting, engineering,

procurement and construction of the Project.35/ SDG&E will bear the costs for
development and construction of the Project, until such time as Citizens has
exercised and closed its Option.36/ SDG&E will also bear the responsibility and
expense of acquiring the permits and land rights necessary to construct the Project.
C.

Citizens’ Involvement
While SDG&E bears the responsibility for developing the Project, Citizens

has a long standing relationship with SDG&E and has been involved in the
negotiations, meetings and deliberations necessary to develop this Project. Citizens
has already incurred development costs associated with its participation in the
Project. In addition to the involvement of Citizens’ officers, Citizens has relied
heavily on the assistance of outside consultants for these development activities.
These costs are ongoing, and include the costs associated with Citizens’ regulatory
approvals, coordination and financing. The rate treatments Citizens requests in
this Petition will allow it to recover these Project related costs.
D.

Schedule of Development and Construction of the
Project
The CPUC granted SDG&E a Certificate of Public Convenience and

35/

Exhibit CEC-3 at Section 3.1.

36/

Id.
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Necessity for the Project on October 13, 2016.37/ Construction of the Project is
expected to commence in early 2017, and the Project is scheduled to enter
commercial operation in 2018.38/
E.

Overview of Project Benefits
SDG&E has stated, and the CPUC has agreed, that the Project is necessary

to allow SDG&E to meet the reliability requirements of the Western Electric
Coordination Counsel, the CAISO, and the North American Electric Reliability
Criteria (“NERC”).39/ Specifically:
During periods of high customer demand and high energy imports, as
well as during periods of high renewable energy generation in the
Imperial Valley, most of the energy imported in San Diego flows across
the 500 kV Southwest Powerlink and Sunrise Powerlink transmission
lines. This imported energy then flows into the Miguel and Sycamore
Canyon Substations, respectively. Heavy energy flows into these
gateway substations can result in congestion and NERC reliability
criteria violations…requiring dispatch of less efficient generation,
increasing energy costs for ratepayers and eventually requiring
upgrades to these downstream facilities. The [Project] will allow energy
to flow directly from the Sycamore Canyon Substation almost directly to
the approximate San Diego load center…thus mitigating thermal
overloads and avoiding NERC reliability violations, and facilitating the
delivery of renewable energy to San Diego.40/

37/

CPCN Order.

38/

http://www.sdge.com/key-initiatives/sycamore-penasquitos-230kv-transmission-lineproject.

39/

CPCN Order at 6.

40/

Id. at 6-7.
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PURPOSE FOR THIS PETITION

The purpose of this Petition is to obtain Commission approval of Citizens’
eligibility for two rate treatments:
(1)

Authorization for Citizens rate methodology, including Citizens’ use of:
(1) a hypothetical capital structure of 50% debt and 50% equity, (2) the
use of a proxy return on equity, subject to Citizens making the
appropriate future filings pursuant to Section 205 of the Federal Power
Act, (3) a 30 year levelized fixed rate for recovery of capital
requirements, and (4) a formula rate to recover actual operating
costs.41/; and

(2)

Authorization for Citizens to seek recovery of its prudently incurred,
transmission-related development and construction costs pertaining to
its entitlement interest in the Project in the event the Project is
canceled or abandoned as a result of factors beyond Citizens’ control,
subject to a future FPA Section 205 filing and consistent with

41/

Citizens’ formula rate methodology recovers operating expenses on an actual
incurred basis, and capital requirements on a fixed basis levelized for 30 years.
Capital requirements are determined using a return on rate base approach
incorporating a hypothetical capital structure and proxy return on equity in
determining an appropriate rate of return.
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Congress’ directive to the Commission to enhance transmission
investment and the Commission’s Order No. 679;42/
The requested rate treatments are the same as the rate treatments the Commission
approved for Citizens’ involvement in the Sunrise Powerlink Project,43/ and the
Central Valley Power Connect Project. 44/
Citizens’ non-routine involvement in development of the Project represents
precisely the kind of transmission expansion project that the Commission intends to
promote. Entities like Citizens propose to take on significant risk and burdens, and
incur significant costs in order to get major new transmission facilities approved
and constructed. The Commission has affirmed that these entities are permitted to
file for advance approval of conceptual rate treatments at the outset of the project
development process, so they can have reasonable certainty of cost recovery.
Citizens believes that the Commission’s willingness to provide regulatory certainty
early in the project development process – when decisions to invest substantial

42/

Citizens is not asking the Commission to determine the justness and reasonableness
of Citizens’ abandonment cost recovery, if any, until Citizens seeks such recovery in
a section 205 filing. Order No. 679 specifically reserves the prudence determination
for the later section 205 filing which every utility is required to make if it seeks
abandonment recovery. (Order No. 679, FERC Stats. & Regs. ¶ 31,222 at P 165-66).
At this stage of the proceeding, Citizens requests the Commission to granting this
incentive, subject to Citizens making the appropriate demonstration in a future
section 205 filing.

43/

Citizens Energy Corporation, 129 FERC ¶ 61,242 (2009).

44/

Citizens Energy Corp., 157 FERC ¶ 61,150 (2016).
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amounts of capital and effort are made – is critical to incenting the level of
transmission investment that the Commission seeks to stimulate.
The Commission has consistently recognized the need to provide early
approval of rate treatments for new transmission projects, 45/ and has granted
Citizens such approvals for its involvement in the Sunrise Powerlink Project and
the Central Valley Power Connect Project.46/ Further, pre-approval of Citizens’
proposed capital cost recovery methodology is essential for Citizens’ financing. As
explained by Mr. Helsby, approval of adequate capital cost recovery is necessary to
obtain financing for Citizens’ share of the Project’s capital requirements. This
recovery is also consistent with the Commission’s goal of encouraging new
transmission market entrants and increasing transmission import capability. As a

45/

See, e.g., TransBay Cable, 112 FERC ¶ 61,095 (2005) (approval of incentive rates
before the project was approved for inclusion in the CIASO’s regional transmission
plan); Green Power Express LP, 127 FERC ¶ 61,031 (2009) (approval of rate
incentives for 3,000-mile regional “green power superhighway” proposed to deliver
wind-powered renewable energy from the upper Midwest to Chicago/Minneapolis
area; Approved CWIP; abandoned plant; hypothetical capital structure 60 percent
equity and 40 percent debt until any portion of the project is placed in service; ROE
of 12.38%, which includes 100 points for independence, 10 points for scope of project,
and 50 points for RTO participation which is effective when entity becomes an RTO
member and places project under RTO operational control); Pioneer Transmission,
LLC, 126 FERC ¶ 61,281 (2009) (approval of transmission rate incentives for a
proposed 240 mile 765 kV transmission line in Indiana that will connect PJM and
MISO; Approval of base ROE of 10.54 percent; approval of a ROE adder of 50 basis
points for membership in a RTO; approval of a ROE adder of 150 basis points for
new transmission; approval 100 percent CWIP; and approval of abandonment and
regulatory asset incentives).

46/

Citizens Energy Corporation, 129 FERC ¶ 61,242 (2009); Citizens Energy Corp., 157
FERC ¶ 61,150 (2016).
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result, Citizens’ request in this Petition is consistent with Commission policy and
precedent.
V.

CITIZENS’ INVESTMENT IN THE PROJECT QUALIFIES
FOR INCENTIVE RATE TREATMENT

Congress has long recognized the need to encourage transmission investment
and development. Under Section 219 of the Federal Power Act47/ the Commission
adopted regulations to provide “incentive-based . . . rate treatments for the
transmission of electric energy in interstate commerce . . . for the purpose of
benefiting consumers by ensuring reliability and reducing the cost of delivered
power by reducing transmission congestion”, to “promot[e] capital investment in the
enlargement, improvement, maintenance, and operation of facilities for the
transmission of electric energy in interstate commerce”, and to “provide a return on
equity that attracts new investment in transmission facilities . . . ” As the
Commission has found, this provision “is a directive to the Commission to use its
existing authority to allow incentive-based rates . . . ”48/
In enacting this new statute, “Congress determined that there is a need for
rate incentives to encourage investment in transmission infrastructure and directed
the Commission to establish incentive-based rate treatments for transmission
projects that will help ensure the reliability of the bulk power transmission system
in the United States or reduce the cost of delivered power to customers by reducing

47/

EPAct 2005 § 124, 16 U.S.C. § 219.

48/

American Electric Power Service Corp., 116 FERC ¶ 61,059, at P 2 (2006).
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transmission congestion.”49/ Order No. 679 implements this Congressional directive
by providing a range of incentives to help utilities to overcome the financial
challenges they face in siting and constructing new transmission facilities.
A. The Project Satisfies Order No. 679’s
Rebuttable Presumption
Order No. 679 provides that a public utility may file a petition for declaratory
order or make a Section 205 filing to obtain incentive rate treatment for
transmission infrastructure investment that satisfies the requirements of FPA
section 219, i.e., the applicant must demonstrate that the facilities for which it
seeks incentives either (1) ensure reliability or (2) reduce the cost of delivered power
by reducing transmission congestion.50/ Order No. 679 also establishes a rebuttable
presumption (as modified by Order No. 679-A) for: “(i) a transmission project that
results from a fair and open regional planning process that considers and evaluates
projects for reliability and/or congestion and is found to be acceptable to the
Commission; or (ii) a project that has received construction approval from an
appropriate state commission or state siting authority.”51/ Moreover, Order No.
679-A clarifies the operation of this rebuttable presumption by noting that the
authorities and/or processes on which it is based (i.e., a regional planning process, a

49/

Id.

50/

See 18 C.F.R. § 35.35(i).

51/

See Id.; Order No. 679-A, 117 FERC ¶ 61,345 at P 47.

Attachment PFS-1
Page 29 of 165

-23-

state commission, or siting authority) must, in fact, consider whether the project
ensures reliability or reduces the cost of delivered power by reducing congestion.52/
The Project satisfies Order No. 679’s rebuttable presumption for two reasons.
First, the need for this Project was identified by the CAISO in its 2012-2013
transmission planning process and SDG&E’s selection, in conjunction with Citizens,
as the project sponsor is the result of a competitive solicitation. 53/ Second, the
Project has received approval from the CPUC, which expressly considered and
determined that the Project is necessary to ensure reliability, address existing
congestion, and allow for efficient generation dispatch.54/ The Commission relied on
these factors in deciding that this Project “meets the rebuttable presumption and
satisfies” the requirements of FPA Section 219 as part of SDG&E’s filing in Docket
No. EL15-11.55/ For these reasons, Citizens respectfully requests that the
Commission again find the Project has satisfied Order No. 679’s rebuttal
presumption for purposes of this filing.
B.

The Commission’s Nexus Test is Satisfied
In addition to satisfying this Section 219 requirement, applicants must

demonstrate a nexus between the incentive sought and the investment being made.
The nexus test is “met when an applicant demonstrates that the total package of

52/

Order No. 679-A, 117 FERC ¶ 61,345 at P 49.

53/

Selection Report at 1.

54/

CPCN Order at 5-6.

55/

San Diego Gas & Electric Co., 151 FERC ¶ 61,011 at P 30 (2015).
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incentives requested it tailored to address the demonstrable risks or challenges
faced by the applicant.”56/ The Commission has the discretion to grant incentives
that promote particular policy objectives, unrelated to whether or not a project
presents specific economic risks or challenges.57/
An applicant for a transmission rate incentive must “demonstrate a nexus
between the incentives being sought and the investment being made.”58 This is a
fact specific case-by-case determination, and requires showing that the “total
package of incentives requested is narrowly tailored to address the demonstrable
risks or challenges” the applicant faces. 59/ The “question of whether a project is
‘routine’ is particularly probative” to the Commission’s nexus analysis because the
Commission has determined that non-routine projects face “risks and challenges

56/

Pacific Gas & Electric Co., 148 FERC ¶ 61,195 at P 9. See also citing Order No. 679A, FERC Stats & Regs ¶ 31,236 at P 49. See also 18 C.F.R. § 35.35(d); Order No.
679, 116 FERC ¶ 61,057 at P 26; 18 C.F.R. § 35.35(d). See also Order No. 679-A, 117
FERC ¶ 61,345 at P 21 (“By this we mean that the incentive(s) sought must be
tailored to address the demonstrable risks and challenges faced by the applicant in
undertaking the project.”)

57/

Id. at n 38.

58

Pacific Gas & Electric Co., 148 FERC ¶ 61,195 at P 9.

59/

See Pacific Gas & Electric Co., 148 FERC ¶61,195, at P 9 (holding the “total package
of incentives requested” must be “tailored to address the demonstrable risks or
challenges faced by the applicants”); Bangor Hydro-Electric Company, 117 FERC ¶
61,129 (2006) (Bangor Hydro) (applicants for transmission rate incentives need not
show that “but for” the incentives, a project will not be built, and rate incentives
applicable to all regionally approved transmission projects, not only those which can
be installed quickly utilizing innovative, lower cost technologies); see also Duquesne
Light Company, 118 FERC ¶ 61,087 (the Commission spelled out in greater detail
than in previous rulings the application of its criteria for transmission incentive
rates).

Attachment PFS-1
Page 31 of 165

-25-

that merit an incentive.”60 Determining whether or not a project is routine requires
examining:
(1) the scope of the project (e.g. dollar investment, increase in transfer
capability, involvement of multiple entities or jurisdictions, size, effect
on region); (2) the effect of the project (e.g., improving reliability or
reducing congestion costs); and (3) the challenges or risks faced by the
project (e.g., siting, internal competition for financing with other
projects, long lead times, regulatory and political risks, specific
financing challenges, other impediments).61/
The rate treatments Citizens requests here are narrowly tailored and necessary to
balance the risks Citizens will take on to participate in the development and
financing of the Project. Additionally, as shown below, the Project is non-routine.
As a result, Citizens’ participation in the Project, and its requested rate treatments
satisfy the Commission’s nexus requirement.
Citizens’ involvement in the development of the Project represents a
significant capital commitment for a company the size of Citizens. Citizens’

60

Citizens Energy Corp., 129 FERC ¶ 61,242 at P 17. See also Baltimore Gas &
Elec. Co., 120 FERC ¶ 61,084, at P 54 (2007)(“By definition, projects that are
not routine under our analysis articulated above face inherent risks and
challenges and/or provide benefits that are worthy of incentives. If the
Commission makes a determination that a project or projects are not routine
and merit incentives, the Commission will evaluate the specific, proposed
incentives and decide what incentives are appropriate for a particular project.
As we stated in Order No. 679, ‘not every incentive will be available for every
new investment.’ We will consider the total package of incentives requested
and the inter-relationship between them.”)

61/

Citizens Energy Corp., 129 FERC ¶ 61,242 at P 17.

Attachment PFS-1
Page 32 of 165

-26-

involvement in this Project and its dedication to participating in the industry in
innovative and cost effective ways facilitates cooperation, augments essential
project funding with traditional utilities, and brings something new to the table.
Citizens’ share of the Project’s financing will be approximately $27 million,
plus development and financing costs of approximately $2 million.62/ This is a
significant investment for a company like Citizens that has a net asset value of $67
million. Moreover, Citizens is under no regulatory obligation to construct its
projects, i.e., instead of investing its capital in nonutility ventures. Citizens has
voluntarily chosen to invest its capital in this Project which will increase the
reliability of transmission facilities in California. Citizens will be competing for the
capital required to invest in the Project against other new electric energy industry
investments in generation, distribution, and, more broadly against entities seeking
capital for investment in unrelated, non-regulated ventures in other industries.
The Commission has recognized each of these factors as illustrating that a project is
not routine.63/
Citizens’ continued participation in the independent transmission business
and its dedication to intervening in the industry in innovative and cost effective
ways to facilitate unprecedented cooperation among traditional utilities can hardly

62/

Exhibit CEC-2 at P 23.

63/

Duquesne Light Company, 188 FERC ¶ 61,087 at P 53 (the fact that “instead of
investing its capital in another venture” a utility chooses to “invest its capital in a
project that will increase the reliability of its facilities and/or reduce the cost of
delivered power to customers by reducing transmission congestion” as supporting a
finding that the investment is not routine)
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be called routine. Citizens’ business structure, and its commitment to dedicate 50%
of its net after tax profits from this Project to low-income consumers is also clearly
not routine.
Furthermore, the Project itself is not routine. The CAISO and CPUC both
recognize the critical nature of this Project to alleviate congestion, increase
reliability, and more efficiently incorporate renewable resources. The Project is a
“key transmission system upgrade” necessary to mitigate the SONGS retirement
and to “address local transmission overloads in the northern region of San Diego.”64/
Additionally, a majority of the Project as approved by the CPUC will be
underground, which includes its own set of challenges that support a non-routine
project designation.
The rate treatments sought herein are appropriately tailored to the unique
challenges facing the Project. Citizens’ rate methodology and request for recovery of
abandoned facilities, including development cost, are both necessary in order for
Citizens to secure the financing required for its participation in the Project.
Additionally, should the Project be abandoned, Citizens would still be required to
make a Section 205 filing prior to be being granted permission to include
abandonment costs in an actual rate. Any protesters that may be concerned about
their potential exposure to abandoned project costs will have an opportunity to
comment on any proposal to recover such costs if and when Citizens makes the
required Section 205 filing. Citizens requests that the Commission find a nexus

64/

Selection Report at 3.
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between Citizens’ participation in a non-routine project and the narrowly tailored
rate treatments it seeks.
VI.
A.

CITIZENS COST RECOVERY METHODOLOGY

Allowing Citizens Capital Cost Recovery
Methodology is Necessary to Effectuate a Secured
Financing of the Project
Citizens intends to finance its participation in the development of the Project

using 100% debt. This is the same financing structure the Commission accepted as
part of Citizens’ successful participation in the Sunrise Powerlink Project and the
Central Valley Power Connect Project. Without pre-approval of Citizens’ rate
methodology, Citizens will be unable to obtain the necessary financing to
participate in development of the Project.
The financing Citizens will obtain for this project will be similar to that
commonly used by public power and cooperative utilities.65/ Citizens is seeking
capital cost recovery based upon a hypothetical capital structure and a proxy rate of
return method similar to that utilized by municipal electric utility participants in
the CAISO which has been approved by the Commission.66/ Citizens, however, is an
entity without any end-use utility customers or a service territory in California, and
therefore must recover its revenue requirement through the CAISO’s TAC
mechanism. Citizens will not be charging its costs directly to end-use “customers”

65/

Exhibit CEC-2 at P 14.

66/

See City of Vernon, California, Opinion No. 479, 111 FERC ¶ 61,092 (2005); Opinion
No. 479-A, 112 FERC ¶ 61,207 (2005); Opinion No. 479-B, 115 FERC ¶ 61,297
(2006).
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per se, but the liability which it will be incurring in the expenditure of borrowed
funds is virtually identical to charging its costs through to a customer on a current
basis. Citizens proposes to finance its participation in the development of the
Project as a stand-alone transmission project. Thus, Citizens must demonstrate
that mechanisms are in place for Citizens to achieve and maintain a strong cash
flow.67/
B.

Citizens Revenue Requirement Is Intended To Be
No Higher Than An SDG&E Representative Rate
The ultimate rate for capital cost recovery under Citizens’ proposed cost

recovery mechanism is intended to be no higher than the capital cost revenue
requirement SDG&E could recover if SDG&E held Citizens’ transfer capability in
the Project.68/ With respect to operating costs, Citizens will seek recovery of all
reasonably and prudently incurred actual operating costs and overhead costs.69/
With respect to capital requirements, Citizens proposes to use a fixed rate for
the 30 year term of the Citizens lease arrangement. The Capital Requirements
fixed rate will include the elements of return on rate base, amortization of the

67/

After payment of debt service, operating expenses, and other obligations, Citizens
expects to earn a margin, and Citizens will have an income tax liability on this
margin. Citizens will invest 50% of its after tax margin on this project in assistance
to low income electricity consumers in the project area. Exhibit CEC-1 at P 21;
Exhibit CEC-2 at P 15. The remaining margin will be transferred through a whollyowned holding company, Citizens Enterprises, to the not-for-profit parent, Citizens
Energy Corporation, which will use the remaining 50% margin earned by Citizens in
this Project to further the charitable corporate purposes of Citizens.

68/

Exhibit CEC-2 at P 12.

69/

Id. at P 25.
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capitalized lease and development costs, and income taxes. These elements will be
summed for each of the thirty years, and a net present value determined for each
year. A levelized amount will be determined for the thirty year period, and this
levelized amount will be Citizens’ Capital Requirements fixed rate for the thirty
year period.70/
Under the Lease, the ultimate rate for recovery of its capital cost that
Citizens is authorized to charge can be no higher than the rate SDG&E could
recover at the time of commercial operation of the project if SDG&E held Citizens’
entitlement interest to the transfer capability in the Project. For purposes of
determining the rate SDG&E could use to recover its capital costs at the time of
commercial operation of the Project if SDG&E held Citizens’ entitlement interest,
Citizens and SDG&E have agreed to use a specific rate model (the “SDG&E
Representative Rate”).71/
C.

Citizens’ Proposed Cost Recovery Methodology Will
Result in Just and Reasonable Rates
As described by Mr. Helsby, Citizens proposes to charge a rate that: (1)

recovers actual transmission operating costs and applicable overhead costs, and (2)
recovers capital requirements on a levelized fixed basis for 30 years; wherein the

70/

Exhibit CEC-2 at P 17.

71/

As described by Mr. Helsby, the SDG&E Representative Rate calculates a
theoretical annual revenue requirement (for a fifty-eight-year depreciable life) that
SDG&E could recover at the time of commercial operation if SDG&E held Citizens’
transfer capability and then amortize that rate over a thirty year period on a level
basis each year based on fixed and variable parameters set forth in the model to
produce a theoretical levelized annual amount. Exhibit CEC-2 at P 12-13, 19.
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capital requirements recovery will be no higher than the rate that SDG&E would
charge for Citizens’ interest in the Project, absent Citizens’ participation. Citizens
proposes to use an after the fact true-up mechanism for operating and overhead
costs such that the revenue requirements will reflect actual operating costs.72/
Citizens capital requirements cost recovery is proposed to be at a fixed levelized
rate for the thirty year term of the lease arrangement with SDG&E. Citizens’
revenue requirements will generally contain the following elements: (1)
transmission operating costs; (2) applicable overhead costs; and (3) capital
requirements.
Citizens’ rate base will be the capitalized lease cost of $ 27 million, plus
development and financing costs (now estimated to be about $2 million), less
accumulated capitalized lease and development cost amortization costs, plus
accumulated deferred income taxes and working capital. Citizens will use a
levelized fixed capital requirements rate. The levelized capital requirements fixed
rate would be determined by levelizing the net present values of each of the thirty
annual capital revenue requirement amounts. The levelized approach is necessary
and consistent with Citizens’ financing (which will utilize level debt service over 30
years), and it will spread the recovery of project costs evenly over the 30 year term,
consistent with benefits derived, rather than front-end-loading cost recovery under
a non-levelized depreciated rate base approach.
The operating cost component of Citizens’ proposed revenue requirement

72/

Exhibit CEC-2 at P 17-18.
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consists of transmission operating costs and applicable overhead costs. Citizens’
formula rate will provide for adjustments to reflect actual operating and overhead
costs. Thus, the operating cost elements of Citizens’ revenue requirement meet the
just and reasonable standard. The fixed capital requirements component of
Citizens’ revenue requirement follows a cost based approach. A reasonable
hypothetical ratio of 50% debt and 50% equity, as previously described. SDG&E’s
currently authorized capital structure is Long Term Debt of 44.7% and Common
Equity of 55.23%. Thus, a hypothetical capital structure of 50% debt and 50%
equity incorporates an equity ratio that approximates SDG&E’s currently
authorized equity ratio.
Citizens’ actual cost of debt will be used, along with an authorized cost of
equity capital as a proxy. The Commission has approved the use of a hypothetical
capital structure and a proxy return on equity for certain Participating
Transmission Owners in the CAISO, including Citizens’ for its Sunrise Powerlink
project and Central Valley Power Connect project.73/ Citizens’ rate methodology,
including the fixed rate Capital Requirements recovery approach, is cost-based and
just and reasonable.74/
73/

City of Vernon, California, Opinion No. 479, 111 FERC ¶61,092 (2005); see Order No.
679-A, FERC Stats. & Regs. ¶ 31,236 at n.37 (finding that use of hypothetical capital
structures can be an appropriate ratemaking tool for fostering new transmission in
certain circumstances); see also Morongo Transmission LLC, 148 FERC ¶ 61,139
(2014); Citizens Energy Corp., 129 FERC ¶ 61,242 (2009); New England Power Pool,
92 FERC ¶ 61,020 at 61,041 (2000) (accepting use of proxy by non-utility generator);
Citizens Energy Corporation, 129 FERC ¶ 61,242 (2009); Citizens Energy Corp., 157
FERC ¶ 61,150 (2016).

74/

Exhibit CEC-2 at P 28.
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Citizens’ Levelized Rate Methodology Will Benefit
Consumers
Citizens’ proposed levelized rate approach based on a hypothetical capital

structure will benefit consumers in two important ways. First, the requested
hypothetical capital structure will provide rate stability and protection against
potential capital cost increases over time.75/ As of the operational date of the Project,
Citizens’ requested approach will lock-in fixed return levels for both the debt and
equity components of the hypothetical capital structure. These locked-in rates will
remain in place for the full 30-year term of Citizens’ participation in the
Project. Generally speaking, there is long term inflationary potential associated
with current and anticipated deficit funding levels for economic recovery. Thus, the
consumer benefits of Citizens’ assured rate stability, with locked-in capital cost
rates over 30 years, will likely be substantial.76/
The second consumer benefit arises from the levelization process
itself. Without levelization, consumers would be charged substantially more in the
early years of the Project's operation and less in later years as the Project is
gradually depreciated and its rate base declines.77/ Because the transmission
benefits of the Project will be constant over time, and the associated monetary
benefits of the constant transmission availability will very likely increase as utility

75/

Exhibit CEC-2 at P 27.

76/

Id.

77/

Id.
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costs rise, the “front end loading” of cost recovery, as would occur without Citizens’
requested levelized rate approach, would mismatch project benefits and costs over
time. For these reasons, Citizens’ proposed levelized rate approach based on a
hypothetical capital structure should be recognized as a consumer benefit.78/
VII.

ABANDONED PROJECT COST RECOVERY

Citizens requests Commission approval of a second rate treatment - a
determination that it is qualified to seek recovery of 100% of its prudently incurred
development and construction costs in the event the Project is abandoned as a
result of factors beyond Citizens’ control. This requested rate treatment is
consistent with Congress’ directive to the Commission to enhance transmission
investment and the Commission’s Order No. 679 and is vital to Citizens’ ability to
access the necessary financing to participate in this Project. The requested rate
treatment is the same as the one the Commission approved for Citizens’
participation in the Sunrise Powerlink Project,79/ and the Central Valley Power
Connect Project.80/ Finally, the Commission has already granted SDG&E’s request
for the abandonment incentive for this Project,81/ and a similar finding is warranted
for Citizens.

78/

Id.

79/

Citizens Energy Corporation, 129 FERC ¶ 61,242 (2009).

80/

Citizens Energy Corp., 157 FERC ¶ 61,150 (2016).

81/

San Diego Gas & Electric Co., 151 FERC ¶ 61,011 at P 31 (2015).
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Citizens seeks authorization to recover 100% of prudently-incurred costs
associated with any possible abandonment of the development of the Project, if the
abandonment is outside of Citizens control.82/ Authorization to recover such
abandonment costs is necessary to mitigate the risk to Citizens that the Project is
cancelled, or that portions of it may be supplanted for reasons beyond its control.
This incentive will be a vital element in allowing Citizens to finance its interest in
the Project.
Unlike a traditional utility, Citizens does not have the ongoing public utility
operations which would allow it to absorb the costs it has already incurred should
the Project be terminated for reasons beyond Citizens’ control. These risks make it
appropriate to provide Citizens with assurance of recovery of its abandonment costs
through the CAISO’s Transmission Access Charge (TAC) mechanism, the recovery
of which will be under continuing Commission supervision.
Developing and constructing new high voltage transmission lines in
California is a substantial financial undertaking, and is necessary to ensure reliable
electric service. Citizens’ faces the very real risk that the Project could fail solely

82/

Order No. 679, at PP 163-167; see also Southern California Edison Company, 112
FERC ¶ 61,014, at PP 58-61 (allowing recovery of all prudently-incurred costs if the
project is later cancelled due to circumstances beyond the control of its
management), reh 'g denied, 113 FERC ¶ 61,143 (2005). In Order No. 679, the
Commission rejected the argument that pre-authorization to recover abandoned
project costs should cause a reduction to the authorized ROE for a project. Id. at P
167. The Commission, for example, approved Allegheny’s request for rate incentives
at the upper end of the zone of reasonableness while at the same time preauthorizing the recovery of abandoned project costs. Allegheny, 116 FERC ¶ 61,058,
at P 122. Allegheny, 116 FERC ¶ 61,058, at P 127.
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because of actions beyond its control. Citizens’ proposed cost recovery and rate
proposal will allow Citizens to balance the risks attributable to its involvement in
the Project and aid in its financing of its entitlement in the Project’s transfer
capability.
VIII.

TECHNOLOGY STATEMENT

The Commission’s Incentives Pricing Rule requires applicants for incentive
rate treatment to include a technology statement that describes the advanced
technologies that have been considered and, if not employed, an explanation of the
reasons why they were not.83/ SDG&E will use advanced technologies on this
Project, including: LIDAR, helicopters, optical ground wire and fiber optic cable.
IX.

CORRESPONDENCE AND COMMUNICATIONS

Correspondence and other communications concerning this Petition should be
sent to the undersigned counsel for Citizens, and to the following individuals, each

83/

Order No. 679 at P 302.
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of whom should be placed on the Commission’s official service list in this
proceeding:
Donald R. Allen
Ashley M. Bond
Duncan & Allen
1730 Rhode Island Ave, NW.
Suite 700
Washington, D.C. 20005
(202) 289-8400
dra@duncanallen.com
amb@duncanallen.com

Peter F. Smith
Chief Executive Officer
Citizens Energy Corporation
88 Black Falcon Ave. Suite 342
Boston, MA 02210
617-338-6300, X581
psmith@citizensenergy.com

A copy of this Petition has been served on the California Public Utilities
Commission and on CAISO.
X.

MATERIALS SUBMITTED HEREWITH

Together with this Petition for Declaratory Order, Citizens hereby submits
each of the following:
1) Exhibit CEC-1: Affidavit of Peter F. Smith
2) Exhibit CEC-2: Affidavit and Exhibits of David T. Helsby
 Attachment A to Exhibit CEC-2: Representative Rate Model
 Attachment B to Exhibit CEC-2: Preliminary Citizens Rate
Model
3) Exhibit CEC-3: Development, Coordination, and Option Agreement By and
Between San Diego Gas & Electric Company, and Citizens Energy
Corporation
4) Exhibit CEC-4: Map of the Sycamore-Penasquitos 230 kV Transmission
Line Project
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CONCLUSION

WHEREFORE, for the foregoing reasons, Citizens, on behalf of its wholly
owned subsidiary CSPT, respectfully requests that the Commission declare that
Citizens participation in the Project, described more fully above, is eligible for the
rate incentives and rate treatment requested herein, as follows:
1. Approval of Citizens requested cost recovery methodology, which includes
Citizens’ use of: (1) a hypothetical capital structure of 50% debt and 50%
equity, (2) the use of a proxy return on equity, subject to Citizens making
the appropriate future filings pursuant to Section 205 of the Federal
Power Act, (3) a 30 year levelized fixed rate for recovery of capital
requirements, and (4) a formula rate to recover actual operating costs.;
2. Qualification of Citizens to seek recovery of its prudently incurred,
transmission-related development and construction costs pertaining to its
entitlement interest in the Project in the event the Project is canceled or
abandoned as a result of factors beyond Citizens’ control, subject to a
future FPA Section 205 filing; and
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3. Such other relief as the Commission may deem appropriate.

Respectfully submitted,

_/s/ Donald R. Allen_________
Donald R. Allen
Ashley M. Bond
Duncan & Allen
1730 Rhode Island Avenue, N.W.
Suite 700
Washington, D.C. 20036
(202) 289-8400
(202) 289-8450 (facsimile)
Counsel for Citizens Energy Corporation,
and Citizens Sycamore-Penasquitos
Transmission, LLC
November 9, 2017

Attachment PFS-1
Page 46 of 165



























([KLELW1R&(&

$IILGDYLWRI3HWHU)6PLWK




Attachment PFS-1
Page 47 of 165

UNITED STATES OF AMERICA
BEFORE THE
FEDERAL ENERGY REGULATORY COMMISSION
Citizens Energy Corporation
Petitioner

)
)
)

Docket No. EL18-______

AFFIDAVIT OF PETER F. SMITH
Commonwealth of Massachusetts

:

ss

County of Suffolk
Peter F. Smith, being subject to the penalties of perjury, hereby deposes
and says:
I.

INTRODUCTION AND QUALIFICATIONS
1.

I am Chief Executive Officer of Citizens Energy Corporation. My

office address is 88 Black Falcon Avenue Center Lobby, Suite #342, Boston,
Massachusetts, 02210.
2.

I joined Citizens Energy in November 2000 as Chief Operating

Officer, and became Chief Executive Officer in December 2014. In this role, I
report directly to the Chairman, President, and Founder, Joseph P. Kennedy II,
and am responsible for all aspects of Citizens’ business and charitable activities.
I am currently leading Citizens’ efforts to develop high-voltage electricity
transmission lines in California to facilitate the delivery of energy, including
renewable energy sources. Additionally, I directly oversee Citizens’ renewable
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energy development division, which works to develop, construct, own, and
operate renewable energy generation projects in the U.S. and Canada.
3.

Prior to joining Citizens Energy, I was a Manager at the Boston

Consulting Group (BCG), an international strategy and general management
consulting firm focused on helping leading corporations create and sustain
competitive advantage. I also spent five years on active duty with the United
States Coast Guard.
4.

I hold a B.S. in economics from the U.S. Coast Guard Academy and

an M.B.A. from Harvard Business School.
5.

This Affidavit was prepared in support of the Petition for a

Declaratory Order of Citizens Energy Corporation to authorize rate treatments
for Citizens’ involvement in the Sycamore-Penasquitos 230 kV Transmission
Line Project (‘the Project”).
6.

The purpose of this Affidavit is to provide a description of Citizens

Energy Corporation and its subsidiary entities. Further, I will provide
information on Citizens Energy Corporation’s participation with San Diego Gas
& Electric Company (“SDG&E”) in the development and financing of the Project.
II.

BACKGROUND ON CITIZENS ENERGY
7.

Citizens Energy Corporation was formed during the oil-price shocks

of the late 1970s to provide low-cost home heating oil to the poor and the elderly.
Joseph P. Kennedy II founded the company with the belief that profits from
successful oil industry ventures could be used to write down the cost of fuel to
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vulnerable families having to choose between heating and eating and other basic
needs.
8.

Following its success in the oil trading, exploration, and production

fields, Citizens Energy went on to become a leading innovator in the electricity,
natural gas, and pharmaceutical drug industries, all the while using profits from
its business activities to support a wide array of charitable programs in the U.S.
and abroad.
9.

Citizens Energy Corporation is structured as a non-profit company

that owns 100% of a for-profit holding company, which in turn wholly owns
several for-profit subsidiaries. Citizens Energy relies on profits from the
businesses it owns and operates to generate revenues for charitable and social
programs.
10.

Citizens’ commercial activities in its first decade included crude oil

trading, oil exploration and production, electric power and natural gas
marketing, mail-order pharmaceuticals, and environmental business consulting.
Citizens was granted the first authorization to market electricity ever issued to a
non-utility company in the mid-1980s and brokered the first independently
marketed kilowatt hour of electricity in the United States on June 27, 1986.
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Citizens Energy Corporation has launched a number of innovative

businesses and programs, including:1
x Citizens Resources. One of the largest independent lifters of crude oil
from Angola, Nigeria, and Venezuela, with over $6 billion in sales and
daily trading volumes of over 250,000 barrels a day.
x Citizens Gas Supply. A leading marketer of natural gas to Local
Distribution Companies after successfully challenging monopoly
control of the nation’s natural gas pipelines, the company generated
$1.1 billion in sales.
x Citizens Conservation. A leading innovator in the energy conservation
field, achieving average energy savings of up to 40% through retrofits
in thousands of housing units across the U.S.
x Citizens Medical. The nation’s largest marketer of mail-order
prescription drugs, facilitating annual sales of over $3 billion and 40%
savings over conventional delivery for consumers.
x Citizens Power & Light Corporation. After securing a landmark
decision from FERC2, authorizing non-traditional utilities to engage in
power marketing, Citizens commenced its brokering of electric energy
at wholesale. It formed Citizens Power & Light to continue that work
and closed more than 30 major power sale contracts within a few years
achieving over $10.5 million in sales and becoming a nationally
recognized leader in the field of electric power marketing.
x Citizens Wind. Citizens Wind is Citizens Energy’s wind development
division. It has developed 235 megawatts of operational wind projects
in the U.S. and Canada, and has an active development portfolio of
over 200 megawatts. Additionally, Citizens Wind is currently
negotiating partnerships with offshore wind developers in the U.S. to
participate in the growing offshore wind industry. Citizens Wind’s
profits are used to fund Citizens Energy’s assistance programs and it
operates with the social mission of Citizens Energy in mind.
1

The specific details on these activities may be found on Citizens’ website at
www.citizensenergy.com

2

Citizens Energy Corp., 35 FERC ¶ 61,198 (1986).
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x Citizens Solar. Citizens has developed, constructed, owns, and operates
a $190 million portfolio of solar generating assets with a capacity of 86
megawatts. The projects are ground-mounted, utility-scale,
distributed solar arrays in Massachusetts and Georgia. Additionally,
Citizens has an active development portfolio of more than 300
megawatts of solar projects. Like its other ventures, Citizens Solar
generates profits to help fund the parent company’s charitable mission.
x Citizens Energy Oil Heat Program. Created in response to the oil crisis
of the late 1970s, the Oil Heat Program has delivered millions of
gallons of discounted home heating oil to poor and elderly households
in the Northeast. Since 2006, in partnership with CITGO Petroleum,
the Oil Heat Program has distributed over $500 million of assistance to
more than one million households.
12.

Hundreds of millions of dollars in dividends from these and other

ventures have gone to support charitable programs as innovative as the
businesses that financed them, including social programs in the countries where
Citizens Energy runs business operations.
III.

CITIZENS ENERGY - OPERATIONS IN ELECTRICITY
INDUSTRY
13.

Citizens Energy Corporation began its operations in the electricity

industry with a program launched in 1985 to buy power from utilities with
surplus generating capacity, resell the excess power to other utilities, and then
use the profits to help low-income families pay their electricity bills. Since then,
Citizens has become involved in electric transmission and energy generation
projects.
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Citizens is confronting two relatively new industry problems: (1)

Resolution of transmission congestion and (2) Facilitating the delivery of
renewables, including mitigation of the cost of relatively expensive renewable
energy to economically vulnerable customers such as the poor and the elderly.
Citizens is seeking to find innovative, market opportunities to address these
issues and resolve them.
IV.

CITIZENS’ ROLE IN INDEPENDENT TRANSMISSION
15.

Citizens Energy Corporation, led by Joseph P. Kennedy II,

continues to use its ingenuity to find and resolve, on a commercial basis,
impediments and bottlenecks in the still evolving electric power industry and
use the profits it earns to further extend its assistance to disadvantaged energy
consumers in the United States. In late 2004, Citizens Energy Corporation
began to turn its attention to the problem of transmission constraints in the
new, disaggregated electric industry which impede the free flow of renewable
and lower cost electricity to consumers, much the way it did when it first
investigated the once closed, vertically integrated electric utility power
marketing structure. In so doing, Citizens Energy Corporation found that there
are significant opportunities for independent developers in transmission projects
to resolve transmission bottlenecks, promote the development of renewable
electric resources and improve the performance of newly emerging electricity
markets.
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Citizens seeks to tackle transmission congestion through innovative

business and market relationships, while facilitating the delivery of renewable
energy (including mitigation of the cost of relatively expensive renewable
generation to economically vulnerable customers such as the poor and the
elderly). Citizens is accomplishing that objective through its involvement in
transmission projects. One such project is the Sunrise Powerlink Project.
17.

Citizens’ involvement in the Sunrise Powerlink Project began in

2005, and culminated in Citizens financing of its $100 million investment in the
Sunrise Powerlink Project. The Sunrise Powerlink Project consists of a new 500
kV transmission line in California running approximately 150 miles from the El
Centro area of Imperial County to northwestern San Diego County. The Sunrise
Powerlink provides up to 1,000 MW of new transfer capacity into the San Diego
area. In its December 18, 2008 Order approving the project, the California
Public Utilities Commission determined that the Sunrise Powerlink, primarily
intended to facilitate delivery of renewable generation in the Imperial Valley to
San Diego, will generate net benefits of over $117 million per year for California
utilities confronting the then recently approved 33% Renewable Portfolio
Standard (“RPS”) requirement by 2020. Citizens’ involvement contributes to the
export capacity for otherwise trapped renewable resources (solar, geothermal,
and wind) in the Imperial Valley in California and significantly enhances the
reliability of Southern California’s transmission system.
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Through its wholly owned subsidiary, Citizens Sunrise

Transmission (“CST”), Citizens has financed 50% of the cost of the 500 kV
transmission line in Imperial County (the “Border-East Line”) (an approximately
$100 million investment), and has become a Participating Transmission Owner
(“PTO”) within the California Independent System Operator, Corp. (“CAISO”).
Citizens does not own any of the actual facilities themselves, but has long-term
lease rights to the transfer capability of the Border-East Line. Citizens has
turned its rights over to the CAISO and has a FERC approved transmission
service tariff pursuant to which it recovers its costs from the CAISO.3
19.

Thanks to Citizens’ participation, the Sunrise Powerlink Project

has achieved significantly greater public benefits. Citizens has contractually
committed to spend 50% of its after-tax profit from the Sunrise project on
programs assisting low income families of Imperial County. Since becoming
operational in June of 2012, CST’s ownership in the Sunrise Powerlink Project
annually generates approximately $1.5 million of low-income assistance that
directly benefits the ratepayers in Imperial County. To date, Citizens has
installed 421 solar rooftop systems on low-income houses – at no cost to the
homeowner – resulting in more than $400,000 in ratepayer savings to-date, and
an installed capacity of more than 1.6 megawatts. The program continues to be
highly respected and appreciated by the community, local elected officials, and

3

Citizens Sunrise Transmission LLC, 138 FERC ¶61,129 (2012).
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the local municipally-owned utility, Imperial Irrigation District, which had
previously been unable to experience any material level of residential rooftop
solar in Imperial County. In addition to the direct low-income rate payer
benefits, Citizens’ solar homes program in the Imperial Valley has created local
jobs, further assisting the local economy.
20.

Citizens is additionally contractually partnered in the development

and financing of the Central Valley Power Connect Project (“CVPC Project”),
through its wholly owned subsidiary Citizens Power Connect, LLC (“CPC”). The
CVPC Project is an approximately $150 million, 68 mile long 230 kV overhead
transmission line that will run from just northwest of Bakersfield, California to
just north of Fresno, California. Citizens’ participation in the CVPC Project is in
partnership with Pacific Gas & Electric Co. (“PG&E”) and MidAmerican Central
California Transco, LLC (“MCCT”).
21.

Citizens’ involvement in the CVPC Project is substantively similar

to that of its involvement in the Sunrise Project. Citizens has agreed to finance
25 percent of the CVPC Project in exchange for a 30-year leasehold interest on
25 percent of the CVPC Project’s capacity. Citizens has additionally committed
to spend 50 percent of its after-tax profits to assist low-income consumers in the
affected service areas.
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DEVELOPMENT OF THE SYCAMOREPENASQUITOS 230 KV TRANSMISSION LINE
PROJECT
22.

The Sycamore-Penasquitos 230 kV Transmission Line Project

(“Project”) is an approximately 14 mile new 230 kV transmission line that will
replace the existing transmission line between SDG&E’s Sycamore Canyon and
Penasquitos Substations.4 The CAISO identified the Project as a “reliability
driven project” in its 2012-2013 transmission plan where it found the Project
was necessary to “avoid projected system overloads to ensure the delivery of
renewable generation.”5 The CAISO determined that the retirement of the San
Onofre Nuclear Generating Station (“SONGS”) has increased the importance of
putting the Project into service as soon as possible, making the ability to achieve
an expedient in service date “critical” for the Project.6
23.

Citizens’ involvement with the Project began in 2013 when it signed

a Letter of Intent with SDG&E to prepare a joint application to the CAISO for

4

See http://www.sdge.com/key-initiatives/sycamore-penasquitos-230kvtransmission-line-project

5

Sycamore-Penasquitos Project-Project Sponsor Selection Report (Mar. 4, 2014) at
2, (“Selection Report”) Available at: https://www.caiso.com/Documents/SycamorePenasquitosProjectSponsorSelectionReport.pdf

6

Id.
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consideration in the CAISO’s competitive solicitation process for the Project. 7/
Citizens and SDG&E worked together and produced an application that the
CAISO found superior to the three other applications submitted by other
parties.8/ Specifically, the CAISO performed a comparative analysis of the
proposals submitted by the four parties, and found SDG&E’s and Citizens’ bid to
be superior in “most of the tariff criteria.” 9/ As a result, the CAISO selected
SDG&E in conjunction with Citizens to develop the Project.
24.

On October 13, 2016 the California Public Utilities Commission

(“CPUC”) granted SDG&E a Certificate of Public Convenience and Necessity
(“CPCN”) for the Project.10/ The CPUC granted the Project a CPCN configured

7/

Sycamore-Penasquitos Project-Project Sponsor Selection Report (Mar. 4, 2014) at
1, (“Selection Report”) Available at: https://www.caiso.com/Documents/SycamorePenasquitosProjectSponsorSelectionReport.pdf

8/

Sycamore-Penasquitos Project-Project Sponsor Selection Report (Mar. 4, 2014) at
4, (“Selection Report”) Available at: https://www.caiso.com/Documents/SycamorePenasquitosProjectSponsorSelectionReport.pdf

9/

Sycamore-Penasquitos Project-Project Sponsor Selection Report (Mar. 4, 2014) at
63, (“Selection Report”) Available at:
https://www.caiso.com/Documents/SycamorePenasquitosProjectSponsorSelectionReport.pdf

10/

In the Matter of the Application of San Diego Gas & Electric Company (U902E)
for a Certificate of Public Convenience and Necessity for the SycamorePenasquitos 230 Kilovolt Transmission Line Project, Decision Granting
Certificate of Public Convenience and Necessity for the Sycamore-Penasquitos
230 kV Transmission Line Project, Application 14-04-011 (“CPCN Order”),
available at:
http://www.cpuc.ca.gov/Environment/info/panoramaenv/Sycamore_Penasquitos/P
DF/Decision.PDF
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with Alternative 5, which altered the originally-proposed project route and
increased the portion of the Project that will be underground.11
25.

On November 9, 2017 Citizens and SDG&E entered into the

Development, Coordination, and Option Agreement (“DCOA”), which identifies
the terms for Citizens’ engagement in the development of the Project, consistent
with the Letter of Intent from 2013. Citizens’ involvement in the Project is
structured very similarly to Citizens’ participation in both the Sunrise Powerlink
Project and the Central Valley Power Connect Project. A copy of the DCOA is
included as Exhibit CEC-3 to this filing.
26.

Under the DCOA, Citizens has the option to finance $27 million of

the Project in exchange for a 30 year lease in the transfer capability associated
with the facilities it finances. Upon exercising its option, Citizens will prepay
the $27 million in rent associated with its leasehold interest in the Project.12
SDG&E will maintain ownership over the Project, and Citizens’ transfer
capability will revert back to SDG&E upon the termination of the 30 year lease
term.13

11

Id. at 12-14.

12

Exhibit CEC-3 at Section 4.2.4.

13

Exhibit CEC-3 at Section 4.1.
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Pursuant to the Lease and the CAISO Tariff, SDG&E will be the

interconnection agent on behalf of Citizens with respect to Citizens’ entitlement
for all requests for generator interconnections to the Project.
28.

SDG&E is responsible for the development, design, permitting,

engineering, procurement and construction of the entire Project.14 SDG&E shall
bear the costs of developing and constructing the Project until such time as
Citizens exercises its option under the DCOA.15
29.

Citizens has contractually committed to spend 50% of its net after

tax profits from its participation in the Project on programs assisting low income
ratepayers located in SDG&E’s service territory, as mutually agreed upon by
Citizens and SDG&E.
VI.

CITIZENS’ INVOLVEMENT WITH AND FINANCING OF THE
PROJECT
30.

Citizens has created a separate for-profit subsidiary called Citizens

Sycamore-Penasquitos Transmission LLC (“CSPT”) for purposes of Citizens’
participation in this Project. CSPT is a Delaware for-profit corporation formed
to develop, finance, own, and sell the output of transmission facilities in
interstate commerce. CSPT is a wholly-owned subsidiary of Citizens
Enterprises Corporation, which itself is owned by Citizens Energy Corporation.

14

Exhibit CEC-3 at Section 3.1.

15

Exhibit CEC-3 at Section 3.1.
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The estimated cost of the Project is approximately $260 million.16

Citizens’ one time lease payment will be $27 million. Citizens currently
estimates that its financing and development costs will be approximately $2
million.
32.

Citizens will finance its leasehold interest in the transfer capability

of the Project with the issuance of debt with a term of 30 years. Annual debt
service payments on the debt will be on a levelized basis over this period. In
addition to paying its share of the cost of development and construction, the
proceeds of the debt will also reimburse Citizens for its development costs
incurred throughout the period to effectuate arrangements with SDG&E, and for
the costs of its regulatory activities with the Federal Energy Regulatory
Commission (“FERC”) and the CAISO.
33.

Since May 31, 2013 Citizens has accounted for all expenditures

incurred for its development activities pertaining to its involvement in the
development of the Project which were beyond Citizens’ normal business affairs.
In addition to the involvement of its officers, Citizens has relied heavily on the

16

In the Matter of the Application of San Diego Gas & Electric Company (U902E)
for a Certificate of Public Convenience and Necessity for the SycamorePenasquitos 230 Kilovolt Transmission Line Project, Decision Granting
Certificate of Public Convenience and Necessity for the Sycamore-Penasquitos
230 kV Transmission Line Project, Application 14-04-011, at 18 (“CPCN Order”),
available at:
http://www.cpuc.ca.gov/Environment/info/panoramaenv/Sycamore_Penasquitos/P
DF/Decision.PDF
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assistance of outside consultants for development activities associated with the
Project. These outside consultants, including legal counsel, charge Citizens for
their services at normal hourly rates.
34.

Citizens has already invested significant resources negotiating with

SDG&E to finalize the DCOA which was executed on November 9, 2017. As
required by the DCOA, Citizens will continue to engage with SDG&E in
technical discussions regarding the development and financing of the Project.
Citizens’ involvement includes activities such as participation in the CAISO
regional and statewide planning activities, and preparing and submitting a
response to the CAISO’s competitively awarded transmission process.
Consequently, Citizens will incur ongoing development costs, even though
SDG&E bears the responsibility for development activities for the Project.
VII.

TIMELINE FOR APPROVAL AND CONSTRUCTION OF THE
CENTRAL VALLEY POWER CONNECT PROJECT
35.

The California Public Utility Commission (“CPUC”) granted

SDG&E a Certificate of Public Convenience and Necessity for the Project on
October 13, 2016.17 Construction of the Project commenced in early 2017, and
the Project is scheduled to enter commercial operation in June 2018.18

17

CPCN Order.

18

http://www.sdge.com/key-initiatives/sycamore-penasquitos-230kv-transmissionline-project.
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While SDG&E is responsible for developing and constructing the

Project, the DCOA obligates Citizens to support SDG&E in its efforts, as well as
satisfy its own regulatory process.19 Citizens will be involved with the initiation,
managing and oversight of major regulatory processes, including: (1) the
application to CAISO for acceptance as a Participating Transmission Owner
(“PTO”) for purposes of (a) effecting the transfer to the CAISO of Citizens’
entitlements to a portion of the transfer capability of the Project, and (b)
recovery of costs associated with Citizens’ entitlement in a portion of the transfer
capabilities of the Project, including the negotiation of the amendments to the
Transmission Control Agreements (“TCA”) with other CAISO PTOs, and (2) all
necessary FERC proceedings, including this Petition for Declaratory Order.
37.

Moreover, to the extent required, Citizens will be involved in

cooperating with SDG&E in its application to the CPUC for approval of the
transaction under Section 851 of the California Public Utilities Code, and
SDG&E’s application to FERC under Section 205 of the Federal Power Act.
38.

Citizens’ proposed cost recovery methodology is set forth in the

Affidavit of David T. Helsby.
[SIGNATURE ON NEXT PAGE]

19

Exhibit CEC-3 at Sections 3.1, 5.1
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UNITED STATES OF AMERICA
BEFORE THE
FEDERAL ENERGY REGULATORY COMMISSION
)
)
)

Citizens Energy Corporation

Docket No. EL18-________

AFFIDAVIT OF DAVID T. HELSBY
State of Washington

:

ss

County of King
David T. Helsby, being subject to the penalties of perjury, hereby deposes and
says:
I.

INTRODUCTION AND QUALIFICATIONS

1. My name is David T. Helsby. My business address is 7660 North Mercer
Way, #103, Mercer Island, Washington 98040. I am an independent consultant.
2. I have over 40 years of experience in utility engineering, planning,
operations, rate and financial analysis, and regulation. Since 1970, I have been
involved in work relating to various public utility matters, including the
preparation and presentation of planning studies, economic analyses, and rate
studies. I have worked extensively in matters involving utility rates and tariffs and
have testified as an expert witness on electric and gas rates and other utility
matters before federal and state regulatory agencies, city councils, and courts of
law. Since 1999 I have been an independent consultant. From 1974 through 1999 I
was with the consulting firm of R. W. Beck, Inc., a nationally recognized firm
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serving clients throughout the United States and abroad as engineers and
consultants, principally in energy and utility matters. From 1970 to 1974, I worked
for the Pacific Gas & Electric Company as a planning engineer involved in planning
and design of transmission and distribution facilities. Prior to that, I was an officer
in the U.S. Navy Civil Engineer Corps, specializing in utility matters.
3. I have worked extensively analyzing rates and tariffs for utility services,
including rates and tariffs for transmission services. I have prepared and analyzed
utility contracts and the terms and conditions of service contained in those
contracts. I have prepared cost-of-service studies and analyzed and designed utility
rates for clients. I have also analyzed the components of cost-of-service including
operating expenses and capital cost recovery, and studied and developed cost
allocation procedures and rate design techniques in proceedings before regulatory
agencies and courts involving electric and gas utilities.
4. I have testified as an expert witness over one hundred times before
federal and state regulatory agencies, city councils, and courts of law.
5. I earned a Bachelor of Science degree in Electrical Engineering from
Washington State University in 1967. I am registered to practice as a Professional
Engineer in the States of Washington and California.
6. This Affidavit was prepared on behalf of Citizens Energy Corporation
(“Citizens”) and its wholly-owned subsidiary, Citizens Sycamore-Penasquitos
Transmission LLC (“CSPT”), in support of the Petition for Declaratory Order of
Citizens Energy Corporation to authorize rate treatments for Citizens’ involvement
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with San Diego Gas and Electric Company (“SDG&E”) in the Sycamore-Penasquitos
Transmission Project (“Project”) in Southern California. As explained in the
Affidavit of Peter F. Smith, Citizens is a non-profit company whose successful
commercial energy and other subsidiaries support a wide array of social and
charitable programs in the United States and abroad. Citizens created CSPT for
the purposes of participating in the development of the Project.
7. As is described in more detail in the supporting Affidavit of Peter F.
Smith, the proposed Project is a new 230kV transmission line between SDG&E’s
Sycamore Canyon and Penasquitos Substations.
8. The purpose of Citizens’ Petition for a Declaratory Order is to request
Commission approval of two rate treatments by Citizens in connection with its
participation in the Project. First, Citizens requests that the Commission approve
its proposed cost recovery methodology, which includes Citizens’ use of: (1) a
hypothetical capital structure of 50% debt and 50% equity, (2) the use of a proxy
return on equity, subject to Citizens making the appropriate future filings pursuant
to Section 205 of the Federal Power Act, (3) a 30 year levelized fixed rate for
recovery of capital requirements, and (4) a formula rate to recover actual operating
costs. Second, Citizens requests that the Commission allow Citizens to seek
recovery of 100% of all prudently incurred development and construction costs in
the event the project is abandoned as a result of factors beyond Citizens’ control.
9. The rate treatments and incentives that Citizens seeks in this petition
are substantively the same as those the Commission previously approved in
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conjunction with Citizens’ participation in the Sunrise Powerlink Project1/ and the
Central Valley Power Connect transmission project.2/
II.

THE DEVELOPMENT, COORDINATION, AND OPTION
AGREEMENT, AND TRANSFER CAPABILITY LEASE

10. Citizens and SDG&E entered into a Development, Coordination and
Option Agreement (the “DCOA”) on November 9, 2017 which provides for Citizens’
engagement in the development of the Project. The DCOA includes as Exhibit A the
Form of Transfer Capability Lease (the “Lease”). The DCOA and Lease is included
as Exhibit CEC-3 to this filing. Citizens will participate in the financing of the
Project through a long term lease of a portion of the transfer capability of the
Project. SDG&E will retain 100% percent ownership of the Project.
11. The Lease provides that Citizens shall seek from FERC approval of a
cost recovery methodology that provides cost recovery to Citizens limited to the
recovery of transmission operating costs and capital requirements, all as set forth in
Article IV of the Lease. With regards to operating costs, Section 4.3.1 of the Lease
provides that Citizens shall seek recovery of the Citizens share of O&M costs and
all other reasonably and prudently incurred costs for operation and maintenance on
an annual formulaic basis, including administrative and general activities and the
applicable portion of property taxes, directly attributable to Citizens Transfer
Capability on the Project.

1/

Citizens Energy Corp., 129 FERC ¶ 61,242 (2009).

2/

Citizens Energy Corp., 157 FERC ¶ 61,150 (2016).
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12. With respect to Capital Costs, Section 4.3.2 of the Lease provides that
Citizens shall seek recovery for all costs other than operating costs associated with
the Citizens Transfer Capability at a fixed rate that is no higher than the rate
SDG&E could recover if SDG&E held the Citizens Transfer Capability. This fixed
rate is intended to cover all costs associated with the Citizens Transfer Capability,
other than the operating costs described above. Citizens seeks authorization to
recover these Capital Costs on a levelized basis such that its capital cost revenue
requirement is no higher than the capital cost revenue requirement SDG&E could
recover at the time of commercial operation of the Project if SD&E held Citizens’
Transfer Capability. For purposes of determining the capital cost revenue
requirement SDG&E could recover at the time of commercial operation of the
project if SDG&E held Citizens’ Transfer Capability, Citizens and SDG&E have
agreed to use a model specified in the Lease (“Representative Rate model”).
13. The Representative Rate Model calculates a theoretical annual capital
cost revenue requirement (for a fifty-eight-year depreciable life) that SDG&E could
theoretically recover at the time of commercial operation if SDG&E held Citizens’
Transfer Capability and then amortized that rate over a thirty year period on a
level basis each year based on fixed and variable parameters set forth in the model
to produce a theoretical levelized annual amount (the “Representative Rate”). The
Representative Rate Model is described in Section 4.3.2 of the Lease. Attached to
this Affidavit as Attachment A is the summary page of a model run of the
Representative Rate Model, using, for demonstrative purposes, a Citizens Capital
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Cost of $29.0 million. At that level of Citizens Capital Cost, the Representative
Rate is approximately $3.0 million, as shown on Attachment A.
,,,

&,7,=(16¶),1$1&,1*)25,763$57,&,3$7,21,17+(352-(&7

14. Citizens intends to finance its participation in the development of the
Project using 100% debt. The financing Citizens will obtain for this project will be a
debt issue similar to that commonly used by public power and cooperative utilities.
The term of the debt is expected to be 30 years, and the payment of principal and
interest by Citizens will be on a level basis throughout the term of the debt. That
is, Citizens will make regular, periodic payments of principal and interest, and such
payments will continue throughout the 30 year term of the debt. While the
principal and interest components of these payments will vary over time, their sum
will remain constant throughout the 30-year term (“Level Debt Service”).
15. After payment of debt service, operating expenses, and other obligations,
Citizens expects to earn a margin that will be subject to U.S. Federal and State
income tax. As explained in more detail in the Affidavit of Peter F. Smith, Citizens
is obligated to spend 50% of its net after tax profits (related to its participation in
the Project as a standalone activity) in activities beneficial to low income energy
consumers located in SDG&E’s service territory. The remaining margin will
ultimately be transferred to the not-for-profit Citizens for non-profit corporate
purposes.
IV.

CITIZENS’ REVENUE REQUIREMENT METHODOLOGY

16. Citizens intends to recover its revenue requirements from the California
Independent System Operator (“CAISO”) as a Participating Transmission Owner
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(“PTO”). Citizens’ cost recovery from the CAISO will be based on a cost recovery
methodology reflecting transmission operating costs, administrative and general
costs, and fixed capital requirements costs. As previously noted, the capital
requirements portion of this cost recovery rate is intended to be no higher what
SDG&E would charge for Citizens’ interest in the Project, absent Citizens’
participation in the Project.
17. The Citizens’ rate is intended to cover all costs associated with Citizens’
transfer capability. Citizens proposes to use an after the fact true-up mechanism
for operating costs such that the operating cost revenue requirements will reflect
actual costs. Citizens’ capital requirements cost recovery is proposed to be a fixed
rate, as set forth in Section 4.3.3 of the Lease, for the thirty year term of the lease
arrangement with SDG&E for Citizens’ participation in the Project. Citizens’
proposed tariff and the specific rate will be presented in a future Section 205 filing.
18. Transmission operation and maintenance of the project will be
performed by SDG&E and SDG&E will bill Citizens for the operating costs of
Citizens’ portion of the project, along with applicable SDG&E overhead costs
associated with Citizens’ portion of the project. Citizens will also incur its own
overhead costs associated with administering the leased capability and functioning
as a CAISO PTO. Citizens’ proposed operating cost formula rate approach would
initially include the transmission operating and the overhead costs on an estimated
basis, and then true them up to actual expenses with an after the fact true-up
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adjustment. Thus, Citizens’ operating cost revenue requirements would ultimately
reflect a flow-through of actual transmission operating and overhead costs.
19. Turning now to the Capital Requirements portion of Citizens’ revenue
requirements, Citizens proposes to use a fixed rate for the 30-year term of the
Citizens lease arrangement. The Capital Requirements fixed rate will include the
elements of return on rate base, amortization of the capitalized lease and
development costs, and income taxes. These elements will be summed for each of
the thirty years, and a net present value determined for each year. A levelized
amount will be determined for the thirty year period, and this levelized amount will
be Citizens’ Capital Requirements fixed rate for the thirty year period. Citizens has
committed in the Lease that its fixed rate for Capital Requirements costs will be no
greater than the SDG&E Representative Rate for Capital Requirements as
previously explained in this Affidavit. Thus, if Citizens’ Capital Requirements fixed
rate determined as described above is greater than the SDG&E Representative
Rate, then Citizens’ Capital Requirements fixed rate will be adjusted downward so
that it is no higher than the SDG&E Representative Rate.
20. To establish Citizens’ cost of capital to be applied to Citizens’ rate base,
Citizens proposes to use a hypothetical capital structure of 50% debt and 50%
equity. This hypothetical capital structure is based on a conservative assumption of
equal amounts of debt and equity capital. The cost of debt would be Citizens’ cost of
debt in obtaining the permanent financing for the project. For its cost of equity,
Citizens proposes to use a proxy.
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21. It is reasonable for Citizens to use a hypothetical capital structure of 50%
debt and 50% equity. As explained previously, Citizens is a not-for-profit entity,
and will use 100% debt financing for this project. Under these circumstances, there
is not a meaningful actual capital structure for Citizens that would be appropriate
for rate making purposes. SDG&E’s capital structure, as reflected in its most
recent TO4 Cycle 4 informational filing for its Transmission Owner Tariff rates is
approximately Long Term Debt of 44.77%, and Common Equity of 55.23%. Thus, a
hypothetical capital structure of 50% debt and 50% LQFRUSRUDWHVDFRQVHUYDWLYHO\ORZHU
HTXLW\UDWLRWKDQSDG&E’s equity ratio.
22. As stated above, Citizens proposes to use a proxy return on equity. In
this filing for a Declaratory Order, Citizens is not asking for approval of a specific
proxy return on equity. However, Citizens expects that it will propose to use
SDG&E’s most recent FERC authorized return on equity as a proxy when it makes
its Section 205 filing to gain Commission approval of it rates for this project. In the
Sunrise project, Citizens Commission authorized rates included the use of SDG&E’s
FERC authorized return on equity as a proxy. For demonstrative purposes,
assuming a 50/50 capital structure, a 10.05% cost of equity, and a 5.00% cost of
debt, Citizens’ overall rate of return on rate base would be as follows:
'HEW
(TXLW\
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23. Citizens’ rate base will be the capitalized lease cost ($27 million) plus
development and financing costs (now estimated to be about $2 million), less
accumulated capitalized lease and development cost amortization costs, plus
accumulated deferred income taxes and working capital. The accumulated deferred
income taxes for Citizens are created by the difference in timing between the
straight line amortization of the capitalized lease for book purposes and the
amortization of the capitalized lease for income tax purposes under Section 467 of
the U.S. Internal Revenue Code.
24. Citizens proposes to use a levelized fixed Capital Requirements rate. The
Capital Requirements fixed rate would be determined by levelizing the net present
values of each of the thirty annual capital revenue requirement amounts. The
levelized approach is consistent with Citizens’ financing using level debt service
over 30 years.
25. To summarize, Citizens’ revenue requirement consists of Operating Costs
and Capital Requirements. The Operating Cost component includes transmission
operating expenses and applicable overhead costs. Citizens’ formula operating cost
rate will provide for adjustments to reflect actual operating and overhead costs.
Thus, the Operating Cost component of Citizens’ revenue requirement will meet the
just and reasonable standard. 
26. The fixed Capital Requirements component of Citizens’ revenue
requirement follows a cost based approach. A reasonable hypothetical ratio of 50%
debt and 50% equity is used. Citizens’ actual cost of debt will be used, along with
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an authorized proxy cost of equity capital. Attachment B to this Affidavit is a
preliminary representation of the Citizens’ rate model for capital cost recovery.
This model uses, for demonstrative purposes, $29.0 million for Citizens Capital
Cost. As the summary page of this model shows, the annual revenue requirement
at this level of Citizens Capital Cost is approximately $3.3 million. In accordance
with the terms of the Lease, Citizens revenue requirement would be limited to the
amount indicated by the SDG&E Representative Rate of approximately $3.0
million, in this example.
27. Citizens’ proposed levelized rate approach based on a hypothetical
capital structure will benefit consumers in two important ways. First, the
requested hypothetical capital structure will provide rate stability and protection
against potential capital cost increases over time. As of the operational date of the
Project, Citizens’ requested approach will lock-in fixed return levels for both the
debt and equity components of the hypothetical capital structure. These locked-in
rates will remain in place for the full 30-year term of Citizens’ participation in the
Project. Generally speaking, there is long term inflationary potential associated
with current and anticipated deficit funding levels for economic recovery. Thus, the
consumer benefits of Citizens’ assured rate stability, with locked-in capital cost
rates over 30 years, will likely be substantial. The second consumer benefit is the
levelization process itself. Without levelization, consumers would be charged
substantially more in the early years of the Project’s operation and less in later
years as the Project is gradually depreciated and its rate base declines. Because
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the transmission benefits of the Project will be constant over time, and the
associated monetary benefits of the constant transmission availability will very
likely increase as utility costs rise, the "front end loading" of cost recovery, as would
occur without Citizens’ requested levelized rate approach, would mismatch project
benefits and costs over time. For these reasons, Citizens’ proposed levelized rate
approach based on a hypothetical capital structure should be recognized as a
consumer benefit.
28. I believe that Citizens’ rate methodology, including the fixed rate Capital
Requirements recovery approach, is just and reasonable, and Citizens future
Section 205 tariff filing will provide full justification for its proposed rate. As I have
explained, Citizens proposes to charge a rate that: (1) recovers actual transmission
operating expenses and actual applicable overhead costs, and (2) recovers Capital
Requirements on a levelized fixed basis for 30 years, where the capital
requirements recovery will be no higher than the rate that SDG&E would charge
for Citizens’ interest in the Project, absent Citizens’ participation, as represented by
the SDG&E Representative Rate Model.
29. Citizens requests that the Commission issue a Declaratory Order
approving Citizens use of: (1) a hypothetical capital structure of 50% debt and 50%
equity, (2) the use of proxy return on equity, subject to Citizens making the
appropriate future filings pursuant to Section 205 of the Federal Power Act, (3) a
30 year levelized fixed rate for recovery of capital requirements, and (4) a formula
rate to recover actual operating and overhead costs.
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CITIZENS’ QUALIFICATION FOR ABANDONED
PROJECT COST RECOVERY

30. Citizens also seeks a qualification determination from the Commission
under Order 679 to seek recovery of 100% of all prudently incurred development
and construction costs in the event that the Project is abandoned as a result of
factors beyond Citizens’ control. Actual recovery of such costs would, however, be
subject to a Section 205 filing under the Federal Power Act and establishment at
that time that the costs sought to be recovered were just and reasonable, and
incurred beyond the control of Citizens.
31. Order 679 incentives such as the recovery of the costs associated with
project abandonment, are available for facilities that “either ensure reliability or
reduce the cost of delivered power by reducing transmission congestion.”3/ The
CAISO identified the Project as a reliability driven project in its 2012-2013
transmission plan that is necessary to avoid projected system overloads and to
insure the delivery of renewable generation.
32. Furthermore, the Project is critical. The CAISO and CPUC both
recognize the critical nature of this Project to alleviate congestion, increase
reliability, and more efficiently incorporate renewable resources. The Project is a
key transmission system upgrade necessary to mitigate the SONGS retirement and
to address local transmission overloads in the northern region of San Diego. The
Project also crosses a diverse landscape and a large portion of the Project as

3/

Order No. 679, FERC Stats. & Regs. ¶ 31,222 at P 76.
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approved by the CPUC will be underground, which includes its own set of
challenges.
33. Citizens has committed to supporting SDG&E through these challenges,
and therefore faces many of the same risks as SDG&E. Citizens seeks
authorization to recover 100% of its prudently-incurred costs in the event of
abandonment of the Project, if the abandonment is outside of Citizens’ control.
Authorization to seek recovery of such abandonment costs is necessary to mitigate
the risk to Citizens that the Project may need to be cancelled, or that portions of it
may be supplanted for reasons beyond Citizens’ control. Given the size of this
project, without this mitigation of risk it would not be prudent for a company the
size of Citizens to further participate in development of the Project. In fact, without
this mitigation of risk, Citizens would not be able to secure the proposed debt
financing to complete the project. Indeed, this incentive will be an effective means
to encourage the completion of the Project.
VI.

THE COMMISSION’S NEXUS REQUIREMENT FOR INCENTIVES
34. Applicants must illustrate a nexus between the incentives sought and the

investment being made. The Commission stated that in evaluating whether an
applicant has satisfied the required nexus test, the Commission will examine the
total package of incentives being sought, the inter-relationship between any
incentives, and how any requested incentives address the risks and challenges faced
by the project. Applicants must provide sufficient explanation and support to allow
the Commission to evaluate the incentives.
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35. There is a close nexus between the incentives that Citizens is requesting
herein and Citizens’ investment to obtain the leased transmission capability.
Citizens’ investment in the Project represents a substantial financial undertaking
to facilitate a new high voltage transmission line in Southern California to ensure
reliable electric service by expanding capacity and providing access to new
generation supply alternatives. Here, Citizens’ requested incentives are reasonable
and modest and will help it balance risks attributable to its project financing. In
Order No. 679 the Commission stated that “…we do require applicants to show
some nexus between the incentives being requested and the investment being made,
i.e., to demonstrate that the incentives are rationally related to the investments
being proposed.” Also, in Order No. 679-A, the Commission clarified that “the
applicant will be required to demonstrate that the total package of incentives is
tailored to address the demonstrable risks or challenges faced by the applicant.”
36. Citizens’ proposed incentives are tailored to make the financing of this
project by Citizens possible, and the risks associated with developing this project
manageable. Citizens’ $27 million funding of the Project represents a major capital
commitment for a company the size of Citizens. Yet, Citizens’ involvement in this
Project and its dedication to participating in the industry in innovative and cost
effective ways to facilitate cooperation and augment essential project funding with
traditional utilities brings something new to the table. Unlike typical transmission
projects developed by existing utilities, Citizens is under no regulatory obligation to
invest in such projects. Instead of using its capabilities and resources in another
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venture, Citizens has voluntarily chosen to participate in the development of a
project that will increase transmission reliability and make available renewable
energy resources.
37. As explained in the foregoing paragraphs, there is a clear, close and
direct nexus between Citizens’ proposed incentives and the investment Citizens
proposes to make for the Project. Citizens’ proposal meets the requirements of
Order 679 as clarified and modified by Order 679-A.

[SIGNATURE ON FOLLOWING PAGE]
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SDG&E Representative Rate

Total Revenue Requirement
Net Present Value (58 yrs)
Levelized Annual Amount (30 yrs)

Depreciation Expense
Return on Common Equity
Return on Preferred Equity
Return on Debt
Federal Income Taxes
State Income Taxes
Property Taxes

Revenue Requirement

Common Equity

Preferred Equity

Debt

Calculation of WACC

Total Debt Cost per Model

Adjustment to Bond Index

The Moody's Aa Utility Bond Index

Calculation of Debt Cost as Input to Model

Model Inputs
The Moody's Aa Utility Bond Index
Cost of Transfer Capability
AFUDC

$2,978,059

97,808,083
35,425,173
$2,978,059

29,000,000
32,626,123
11,026,438
19,075,432
6,080,090
-

Total
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3,919,370
3,781,469

500,000
1,585,808
535,945
1,025,961
271,657
-

1
Year-1

44.77%
0.00%
55.23%

Capital Ratio

2
Year-2

Cost

3,618,307
3,249,662

500,000
1,523,615
514,926
832,865
246,901
-

4.19%
0.00%
10.05%

4.1900%

0.48%

3.71%

3.71%
29,000,000
1,944,386

Year-3

WACC

3,477,592.4
2,907,369

500,000
1,449,913
490,018
800,998
236,664
-

500,000
1,381,697
466,963
764,300
226,490
3,339,450.8
2,598,873

4
Year-4

1.88%
0.00% remains fixed "do not change"
5.55% remains fixed "do not change"
7.43%

3,211,769.0
2,326,713

500,000
1,318,437
445,584
730,655
217,093
-

5
Year-5

Sycamore Penasquitos Transmission Line
CITIZEN PORTION
REVENUE REQUIREMENT OVER 58 YEARS
YEAR ANALYSIS PERIOD - LEVELIZED OVER 30 YEARS

3,093,090.2
2,085,834

500,000
1,259,655
425,717
699,360
208,358
-

6
Year-6

2,980,869.3
1,871,193

500,000
1,204,116
406,947
669,709
200,097
-

7
Year-7

2,871,163.5
1,677,731

500,000
1,149,903
388,625
640,616
192,018
-

8
Year-8

2,762,200.9
1,502,478

500,000
1,096,095
370,440
611,672
183,994
-

9
Year-9

2,654,004.8
1,343,826

500,000
1,042,665
352,383
582,932
176,025
-

10
Year-10

65,880,265.2
12,080,024.0

24,000,000
19,614,218
6,628,889
11,716,362
3,920,795
-

11-30
Year-11-58
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Citizens SX-PQ Transmission
Electric Utility Cost of Service
Capital Cost Revenue Requirement

Year
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

Return on Rate
Base
$2,150,895
$2,087,928
$2,024,442
$1,960,419
$1,895,845
$1,830,701
$1,764,972
$1,698,639
$1,631,684
$1,564,088
$1,495,832
$1,426,896
$1,357,260
$1,286,901
$1,215,799
$1,143,931
$1,071,273
$997,803
$923,494
$848,322
$772,261
$695,284
$617,364
$538,471
$458,576
$377,649
$295,659
$212,574
$128,360
$42,983

Amortization
$966,667
$966,667
$966,667
$966,667
$966,667
$966,667
$966,667
$966,667
$966,667
$966,667
$966,667
$966,667
$966,667
$966,667
$966,667
$966,667
$966,667
$966,667
$966,667
$966,667
$966,667
$966,667
$966,667
$966,667
$966,667
$966,667
$966,667
$966,667
$966,667
$966,667

Income Taxes
$950,952
$923,114
$895,045
$866,739
$838,190
$809,389
$780,328
$751,001
$721,399
$691,514
$661,337
$630,859
$600,071
$568,964
$537,528
$505,754
$473,631
$441,148
$408,295
$375,060
$341,432
$307,399
$272,949
$238,068
$202,745
$166,966
$130,717
$93,983
$56,750
$19,004

Capital Cost Revenue
Requirement
$4,068,514
$3,977,709
$3,886,153
$3,793,825
$3,700,701
$3,606,757
$3,511,967
$3,416,307
$3,319,750
$3,222,269
$3,123,836
$3,024,422
$2,923,997
$2,822,532
$2,719,994
$2,616,352
$2,511,571
$2,405,617
$2,298,455
$2,190,049
$2,080,360
$1,969,350
$1,856,979
$1,743,206
$1,627,988
$1,511,282
$1,393,042
$1,273,223
$1,151,777
$1,028,654
Total NPV
Levelized Amount

Rate of Return
Ratio
Cost
Long Term Debt 50.00%
5.00%
Common Equity 50.00%
10.05%
Overall Rate of Return

Weighted Cost
2.50%
5.03%
7.53%

Capital Cost Revenue
Requirement Net
Present Value
$3,923,567
$3,567,540
$3,241,502
$2,943,027
$2,669,878
$2,419,997
$2,191,488
$1,982,604
$1,791,740
$1,617,417
$1,458,273
$1,313,057
$1,180,616
$1,059,891
$949,907
$849,767
$758,647
$675,789
$600,498
$532,132
$470,105
$413,875
$362,948
$316,867
$275,213
$237,604
$203,687
$173,139
$145,663
$120,987
$38,447,426
$3,263,317
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Citizens SX-PQ Transmission
Electric Utility Cost of Service
Rate Base

Year Total Plant in Service
1
$29,000,000
2
$29,000,000
3
$29,000,000
4
$29,000,000
5
$29,000,000
6
$29,000,000
7
$29,000,000
8
$29,000,000
9
$29,000,000
10
$29,000,000
11
$29,000,000
12
$29,000,000
13
$29,000,000
14
$29,000,000
15
$29,000,000
16
$29,000,000
17
$29,000,000
18
$29,000,000
19
$29,000,000
20
$29,000,000
21
$29,000,000
22
$29,000,000
23
$29,000,000
24
$29,000,000
25
$29,000,000
26
$29,000,000
27
$29,000,000
28
$29,000,000
29
$29,000,000
30
$29,000,000

Accumulated
Depreciation and
Amortization
Net Plant in Service
($483,333)
$28,516,667
($1,450,000)
$27,550,000
($2,416,667)
$26,583,333
($3,383,333)
$25,616,667
($4,350,000)
$24,650,000
($5,316,667)
$23,683,333
($6,283,333)
$22,716,667
($7,250,000)
$21,750,000
($8,216,667)
$20,783,333
($9,183,333)
$19,816,667
($10,150,000)
$18,850,000
($11,116,667)
$17,883,333
($12,083,333)
$16,916,667
($13,050,000)
$15,950,000
($14,016,667)
$14,983,333
($14,983,333)
$14,016,667
($15,950,000)
$13,050,000
($16,916,667)
$12,083,333
($17,883,333)
$11,116,667
($18,850,000)
$10,150,000
($19,816,667)
$9,183,333
($20,783,333)
$8,216,667
($21,750,000)
$7,250,000
($22,716,667)
$6,283,333
($23,683,333)
$5,316,667
($24,650,000)
$4,350,000
($25,616,667)
$3,383,333
($26,583,333)
$2,416,667
($27,550,000)
$1,450,000
($28,516,667)
$483,333

Accumulated
Deferred Income
Taxes
$66,654
$196,557
$319,548
$435,417
$543,950
$644,924
$738,111
$823,275
$900,175
$968,559
$1,028,171
$1,078,745
$1,120,008
$1,151,679
$1,173,466
$1,185,073
$1,186,190
$1,176,501
$1,155,678
$1,123,386
$1,079,277
$1,022,994
$954,169
$872,423
$777,365
$668,592
$545,690
$408,232
$255,777
$87,872

Working Capital
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0

Transmisssion
Rate Base
$28,583,321
$27,746,557
$26,902,881
$26,052,084
$25,193,950
$24,328,257
$23,454,777
$22,573,275
$21,683,508
$20,785,226
$19,878,171
$18,962,078
$18,036,675
$17,101,679
$16,156,800
$15,201,740
$14,236,190
$13,259,834
$12,272,345
$11,273,386
$10,262,611
$9,239,661
$8,204,169
$7,155,757
$6,094,032
$5,018,592
$3,929,024
$2,824,899
$1,705,777
$571,206
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Citizens SX-PQ Transmission
Electric Utility Cost of Service
Plant in Service

Year
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

Capitalized Lease
$27,000,000
$27,000,000
$27,000,000
$27,000,000
$27,000,000
$27,000,000
$27,000,000
$27,000,000
$27,000,000
$27,000,000
$27,000,000
$27,000,000
$27,000,000
$27,000,000
$27,000,000
$27,000,000
$27,000,000
$27,000,000
$27,000,000
$27,000,000
$27,000,000
$27,000,000
$27,000,000
$27,000,000
$27,000,000
$27,000,000
$27,000,000
$27,000,000
$27,000,000
$27,000,000

Capitalized
Development Costs
$2,000,000
$2,000,000
$2,000,000
$2,000,000
$2,000,000
$2,000,000
$2,000,000
$2,000,000
$2,000,000
$2,000,000
$2,000,000
$2,000,000
$2,000,000
$2,000,000
$2,000,000
$2,000,000
$2,000,000
$2,000,000
$2,000,000
$2,000,000
$2,000,000
$2,000,000
$2,000,000
$2,000,000
$2,000,000
$2,000,000
$2,000,000
$2,000,000
$2,000,000
$2,000,000

Total Plant in Service
$29,000,000
$29,000,000
$29,000,000
$29,000,000
$29,000,000
$29,000,000
$29,000,000
$29,000,000
$29,000,000
$29,000,000
$29,000,000
$29,000,000
$29,000,000
$29,000,000
$29,000,000
$29,000,000
$29,000,000
$29,000,000
$29,000,000
$29,000,000
$29,000,000
$29,000,000
$29,000,000
$29,000,000
$29,000,000
$29,000,000
$29,000,000
$29,000,000
$29,000,000
$29,000,000
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Citizens SX-PQ Transmission
Electric Utility Cost of Service
Depreciation and Amortization
Accumulated Depreciation and Amortization
Year Total Plant in Service
1
$29,000,000
2
$29,000,000
3
$29,000,000
4
$29,000,000
5
$29,000,000
6
$29,000,000
7
$29,000,000
8
$29,000,000
9
$29,000,000
10
$29,000,000
11
$29,000,000
12
$29,000,000
13
$29,000,000
14
$29,000,000
15
$29,000,000
16
$29,000,000
17
$29,000,000
18
$29,000,000
19
$29,000,000
20
$29,000,000
21
$29,000,000
22
$29,000,000
23
$29,000,000
24
$29,000,000
25
$29,000,000
26
$29,000,000
27
$29,000,000
28
$29,000,000
29
$29,000,000
30
$29,000,000

Annual Depreciation
and Amortization
$966,667
$966,667
$966,667
$966,667
$966,667
$966,667
$966,667
$966,667
$966,667
$966,667
$966,667
$966,667
$966,667
$966,667
$966,667
$966,667
$966,667
$966,667
$966,667
$966,667
$966,667
$966,667
$966,667
$966,667
$966,667
$966,667
$966,667
$966,667
$966,667
$966,667

Beginning of Year
$0
$966,667
$1,933,333
$2,900,000
$3,866,667
$4,833,333
$5,800,000
$6,766,667
$7,733,333
$8,700,000
$9,666,667
$10,633,333
$11,600,000
$12,566,667
$13,533,333
$14,500,000
$15,466,667
$16,433,333
$17,400,000
$18,366,667
$19,333,333
$20,300,000
$21,266,667
$22,233,333
$23,200,000
$24,166,667
$25,133,333
$26,100,000
$27,066,667
$28,033,333

End of Year
$966,667
$1,933,333
$2,900,000
$3,866,667
$4,833,333
$5,800,000
$6,766,667
$7,733,333
$8,700,000
$9,666,667
$10,633,333
$11,600,000
$12,566,667
$13,533,333
$14,500,000
$15,466,667
$16,433,333
$17,400,000
$18,366,667
$19,333,333
$20,300,000
$21,266,667
$22,233,333
$23,200,000
$24,166,667
$25,133,333
$26,100,000
$27,066,667
$28,033,333
$29,000,000

Average
$483,333
$1,450,000
$2,416,667
$3,383,333
$4,350,000
$5,316,667
$6,283,333
$7,250,000
$8,216,667
$9,183,333
$10,150,000
$11,116,667
$12,083,333
$13,050,000
$14,016,667
$14,983,333
$15,950,000
$16,916,667
$17,883,333
$18,850,000
$19,816,667
$20,783,333
$21,750,000
$22,716,667
$23,683,333
$24,650,000
$25,616,667
$26,583,333
$27,550,000
$28,516,667
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Citizens SX-PQ Transmission
Electric Utility Cost of Service
Accumulated Deferred Income Taxes

Year
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

Straight Line
Straight Line
Amortization on Tax Amortization on Amortization less
Capitalized Lease Capitalized Lease Tax Ammortization
$900,000
$565,345
$334,655
$900,000
$582,439
$317,561
$900,000
$600,051
$299,949
$900,000
$618,194
$281,806
$900,000
$636,887
$263,113
$900,000
$656,144
$243,856
$900,000
$675,984
$224,016
$900,000
$696,423
$203,577
$900,000
$717,481
$182,519
$900,000
$739,176
$160,824
$900,000
$761,526
$138,474
$900,000
$784,552
$115,448
$900,000
$808,275
$91,725
$900,000
$832,714
$67,286
$900,000
$857,893
$42,107
$900,000
$883,833
$16,167
$900,000
$910,558
($10,558)
$900,000
$938,090
($38,090)
$900,000
$966,455
($66,455)
$900,000
$995,678
($95,678)
$900,000
$1,025,784
($125,784)
$900,000
$1,056,800
($156,800)
$900,000
$1,088,755
($188,755)
$900,000
$1,121,675
($221,675)
$900,000
$1,155,591
($255,591)
$900,000
$1,190,533
($290,533)
$900,000
$1,226,531
($326,531)
$900,000
$1,263,618
($363,618)
$900,000
$1,301,826
($401,826)
$900,000
$1,341,189
($441,189)

Accumulated
Deferred Income
Taxes (B.O.Y)
$0
$133,308
$259,806
$379,289
$491,545
$596,354
$693,493
$782,729
$863,822
$936,527
$1,000,591
$1,055,751
$1,101,739
$1,138,277
$1,165,080
$1,181,853
$1,188,293
$1,184,087
$1,168,914
$1,142,442
$1,104,330
$1,054,225
$991,764
$916,575
$828,272
$726,458
$610,726
$480,655
$335,810
$175,745

Accumulated
Deferred Income
Taxes (E.O.Y.)
$133,308
$259,806
$379,289
$491,545
$596,354
$693,493
$782,729
$863,822
$936,527
$1,000,591
$1,055,751
$1,101,739
$1,138,277
$1,165,080
$1,181,853
$1,188,293
$1,184,087
$1,168,914
$1,142,442
$1,104,330
$1,054,225
$991,764
$916,575
$828,272
$726,458
$610,726
$480,655
$335,810
$175,745
($0)

Accumulated
Deferred Income
Taxes (Ave.)
$66,654
$196,557
$319,548
$435,417
$543,950
$644,924
$738,111
$823,275
$900,175
$968,559
$1,028,171
$1,078,745
$1,120,008
$1,151,679
$1,173,466
$1,185,073
$1,186,190
$1,176,501
$1,155,678
$1,123,386
$1,079,277
$1,022,994
$954,169
$872,423
$777,365
$668,592
$545,690
$408,232
$255,777
$87,872
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Attachment B
Page 6 of 6
Citizens SX-PQ Transmission
Electric Utility Cost of Service
Inputs to Capital Cost Revenue Requirement Model

Capitalized Lease Cost
Term of Lease (Years)
Development and Fin Cost
Working Capital
Federal Income Tax Rate
State Income Tax Rate
Debt Ratio
Equity Ratio
Cost of Debt
Cost of Equity

$27,000,000
30
$2,000,000
$0
34.00%
8.84%
50.00%
50.00%
5.00%
10.05%

Sect. 467 Lease
Year Amortization Rate
1
2.093871%
2
2.157183%
3
2.222409%
4
2.289608%
5
2.358839%
6
2.430163%
7
2.503644%
8
2.579346%
9
2.657338%
10
2.737687%
11
2.820467%
12
2.905749%
13
2.993610%
14
3.084127%
15
3.177382%
16
3.273456%
17
3.372436%
18
3.474408%
19
3.579463%
20
3.687695%
21
3.799200%
22
3.914076%
23
4.032425%
24
4.154353%
25
4.279968%
26
4.409381%
27
4.542708%
28
4.680065%
29
4.821576%
30
4.967366%

Attachment PFS-1
Page 89 of 165



























([KLELW1R&(&

'HYHORSPHQW&RRUGLQDWLRQDQG2SWLRQ$JUHHPHQW
%\DQG%HWZHHQ
6DQ'LHJR*DV (OHFWULF&RPSDQ\
DQG
&LWL]HQV(QHUJ\&RUSRUDWLRQ

'DWHG1RYHPEHU




Attachment PFS-1
Page 90 of 165

Exhibit CEC-3
Page 1 of 73
Execution Version

'(9(/230(17&225',1$7,21$1'237,21$*5((0(17
%<$1'%(7:((1

6$1',(*2*$6 (/(&75,&&203$1<
$1'
&,7,=(16(1(5*<&25325$7,21

'$7('$62)129(0%(5



Attachment PFS-1
Page 91 of 165

Exhibit CEC-3
Page 2 of 73
Execution Version


7$%/(2)&217(176



$57,&/(,'(),1,7,21658/(62),17(535(7$7,21



'HILQLWLRQV
5XOHVRI,QWHUSUHWDWLRQ

$57,&/(,,7(5027+(5$*5((0(176



7HUP
6XEVHTXHQW$JUHHPHQWV

$57,&/(,,,'(9(/230(17&216758&7,21$1'23(5$7,212)
352-(&7




*HQHUDO5HVSRQVLELOLW\IRU'HYHORSPHQWDQG&RQVWUXFWLRQRIWKH
3URMHFW
3HUIRUPDQFH6WDQGDUGV
3URMHFW'RFXPHQWV

$57,&/(,92:1(56+,3$1'237,21




6'* (¶V2ZQHUVKLS
2SWLRQ
5HJXODWRU\$SSURYDOIRU([HUFLVHRI2SWLRQ

$57,&/(95(*8/$725<$33529$/6


0XWXDO&RRSHUDWLRQ

$57,&/(9,0$1$*(0(1729(56,*+7$1'&200,77((6758&785(





0HHWLQJVRIWKH3DUWLHV
6KDULQJ,QIRUPDWLRQ
3URMHFW6FKHGXOH5HYLVLRQV
)LQDO'HFLVLRQV

$57,&/(9,,)25&(0$-(85(



)RUFH0DMHXUH
1RWLILFDWLRQ

$57,&/(9,,,:,7+'5$:$/
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5HLQVWDWHPHQW

$57,&/(,;(9(1762)'()$8/75(0(',(6




(YHQWVRI'HIDXOW
/LPLWDWLRQRQ'DPDJHV
5HPHGLHV

$57,&/(;',6387(5(62/87,21






,QWHQWRIWKH3DUWLHV
0DQDJHPHQW1HJRWLDWLRQV
$UELWUDWLRQ
(QIRUFHPHQWRI$ZDUG
3HUIRUPDQFHGXULQJ$UELWUDWLRQ

$57,&/(;,5(35(6(17$7,216$1':$55$17,(6



6'* (
&LWL]HQV

$57,&/(;,,0,6&(//$1(286
















1RWLFHV
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'(9(/230(17&225',1$7,21$1'237,21$*5((0(17
7KLV'(9(/230(17&225',1$7,21$1'237,21$*5((0(17 ³'&2$´ 
LVPDGHDQGHQWHUHGLQWRDVRI1RYHPEHU WKH³(IIHFWLYH'DWH´ E\DQGEHWZHHQ6DQ
'LHJR*DV (OHFWULF&RPSDQ\D&DOLIRUQLDFRUSRUDWLRQ ³6'* (´ DQG&LWL]HQV(QHUJ\
&RUSRUDWLRQD0DVVDFKXVHWWVQRQSURILWFRUSRUDWLRQ ³&LWL]HQV´ (DFKRI6'* (DQG&LWL]HQV
VKDOOEHUHIHUUHGWRKHUHLQLQGLYLGXDOO\DVD³3DUW\´DQGFROOHFWLYHO\DVWKH³3DUWLHV´
5(&,7$/6
:+(5($66'* (KDVEHHQGHYHORSLQJDWUDQVPLVVLRQSURMHFWNQRZQDVWKH
6\FDPRUH3HQDVTXLWRV.LORYROW7UDQVPLVVLRQ/LQH3URMHFWWRFRQQHFWWKH6\FDPRUH&DQ\RQ
6XEVWDWLRQWRWKH3HQDVTXLWRV6XEVWDWLRQLQLWVVHUYLFHWHUULWRU\ DVPRUHIXOO\GHILQHGKHUHLQWKH
³3URMHFW´ 
:+(5($66'* (DQG&LWL]HQVH[HFXWHGD/HWWHURI,QWHQWRQ0D\ DV
DPHQGHGVXSSOHPHQWHGRUUHVWDWHGIURPWLPHWRWLPHWKH³/2,´ WRSURYLGHQRQELQGLQJWHUPV
DQGFRQGLWLRQVRIDQDUUDQJHPHQWEHWZHHQ6'* (DQG&LWL]HQVUHJDUGLQJSRUWLRQVRIWKH
3URMHFW
:+(5($6VXEMHFWWRFHUWDLQFRQGLWLRQVVSHFLILHGKHUHLQWKH3DUWLHVGHVLUHWRHQWHULQWR
WKLVGHILQLWLYHDJUHHPHQWDVJHQHUDOO\FRQWHPSODWHGXQGHUWKH/2,ZKHUHE\6'* (ZLOO
GHYHORSGHVLJQSHUPLWHQJLQHHUSURFXUHFRQVWUXFWDQGRZQWKH3URMHFWDQG&LWL]HQV RULWV
VXEVLGLDU\ ZLOOKDYHDQRSWLRQWROHDVHFHUWDLQLQWHUHVWVRUHQWLWOHPHQWVLQWKH3URMHFW
12:7+(5()25(DQGLQFRQVLGHUDWLRQRIWKHIRUHJRLQJDQGRIWKHPXWXDOSURPLVHV
FRYHQDQWVDQGFRQGLWLRQVVHWIRUWKKHUHLQDQGRWKHUJRRGDQGYDOXDEOHFRQVLGHUDWLRQWKH3DUWLHV
KHUHWRLQWHQGLQJWREHOHJDOO\ERXQGE\WKHWHUPVDQGFRQGLWLRQVVHWIRUWKLQWKLV'&2$KHUHE\
DJUHHVXEMHFWWRWKHWHUPVDQGFRQGLWLRQVRIWKLV'&2$DVIROORZV
$57,&/(,'(),1,7,21658/(62),17(535(7$7,21
 'HILQLWLRQV$VXVHGLQWKLV'&2$WKHIROORZLQJWHUPVVKDOOKDYHWKHIROORZLQJ
PHDQLQJVXQOHVVRWKHUZLVHVWDWHGRUWKHFRQWH[WRWKHUZLVHUHTXLUHV
³$)8'&´UHIHUVWRDQ$OORZDQFHIRU)XQGV8VHG'XULQJ&RQVWUXFWLRQUHFRJQL]LQJWKH
FRVWWR6'* (RIILQDQFLQJWKHGHYHORSPHQWGHVLJQSHUPLWWLQJHQJLQHHULQJSURFXUHPHQWDQG
FRQVWUXFWLRQRIWKH3URMHFW
³$SSOLFDEOH5HOLDELOLW\6WDQGDUG´PHDQVUHOLDELOLW\VWDQGDUGVHVWDEOLVKHGE\WKH:HVWHUQ
(OHFWULFLW\&RRUGLQDWLQJ&RXQFLODQGUHOLDELOLW\VWDQGDUGVDSSURYHGE\)(5&XQGHU6HFWLRQ
RIWKH)HGHUDO3RZHU$FWWRSURYLGHIRUUHOLDEOHRSHUDWLRQRIWKHEXONSRZHUV\VWHP
³%DODQFLQJ$XWKRULW\´PHDQVWKHUHVSRQVLEOHHQWLW\WKDWLQWHJUDWHVUHVRXUFHSODQVDKHDG
RIWLPHPDLQWDLQVORDGLQWHUFKDQJHJHQHUDWLRQEDODQFHZLWKLQD%DODQFLQJ$XWKRULW\$UHDDQG
VXSSRUWVLQWHUFRQQHFWLRQIUHTXHQF\LQUHDOWLPH
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³%DODQFLQJ$XWKRULW\$UHD´PHDQVDQHOHFWULFSRZHUV\VWHPRUFRPELQDWLRQRIHOHFWULF
SRZHUV\VWHPVWRZKLFKDFRPPRQDXWRPDWLFJHQHUDWLRQFRQWUROVFKHPHLVDSSOLHGLQRUGHUWR
L PDWFKDWDOOWLPHVWKHSRZHURXWSXWRIWKHJHQHUDWRUVZLWKLQWKHHOHFWULFSRZHUV\VWHP V DQG
FDSDFLW\DQGHQHUJ\SXUFKDVHGIURPHQWLWLHVRXWVLGHWKHHOHFWULFSRZHUV\VWHP V ZLWKWKHORDG
ZLWKLQWKHHOHFWULFSRZHUV\VWHP V  LL PDLQWDLQVFKHGXOHGLQWHUFKDQJHZLWKRWKHU%DODQFLQJ
$XWKRULW\$UHDVZLWKLQWKHOLPLWVRI*RRG8WLOLW\3UDFWLFH LLL PDLQWDLQWKHIUHTXHQF\RIWKH
HOHFWULFSRZHUV\VWHP V ZLWKLQUHDVRQDEOHOLPLWVLQDFFRUGDQFHZLWK*RRG8WLOLW\3UDFWLFHDQG
LY SURYLGHVXIILFLHQWJHQHUDWLQJFDSDFLW\WRPDLQWDLQRSHUDWLQJUHVHUYHVLQDFFRUGDQFHZLWK
*RRG8WLOLW\3UDFWLFH
³%XVLQHVV'D\´PHDQVDQ\GD\H[FHSW6DWXUGD\6XQGD\RUDZHHNGD\RQZKLFK
FRPPHUFLDOEDQNVLQ1HZ<RUN&LW\1HZ<RUNRU6DQ'LHJR&DOLIRUQLDDUHUHTXLUHGRU
DXWKRUL]HGWREHFORVHG
³&$,62´PHDQVWKH&DOLIRUQLD,QGHSHQGHQW6\VWHP2SHUDWRU&RUSRUDWLRQLI6'* (LVD
PHPEHURIWKH&DOLIRUQLD,QGHSHQGHQW6\VWHP2SHUDWRU&RUSRUDWLRQRUWKHVXFFHVVRUUHJLRQDO
WUDQVPLVVLRQHQWLW\LIDQ\WKDWKDV2SHUDWLRQDO&RQWURORYHU6'* (¶VWUDQVPLVVLRQV\VWHPDQG
SURYLGHVWUDQVPLVVLRQVHUYLFHXQGHUUDWHVWHUPVDQGFRQGLWLRQVUHJXODWHGE\)(5&SXUVXDQWWR
6HFWLRQRIWKH)HGHUDO3RZHU$FWLI6'* (LVQRORQJHUDPHPEHURIWKH&DOLIRUQLD
,QGHSHQGHQW6\VWHP2SHUDWRU&RUSRUDWLRQRU6'* (LI6'* (LVQRORQJHUDPHPEHURIWKH
&DOLIRUQLD,QGHSHQGHQW6\VWHP2SHUDWRU&RUSRUDWLRQRUDQ\VXFKVXFFHVVRUUHJLRQDO
WUDQVPLVVLRQHQWLW\
³&$,62$JUHHPHQWV´PHDQVWKHHOHFWULFWDULIIDWDQ\WLPHILOHGZLWK)(5&E\WKH
&$,62DQGDQ\RWKHUDSSOLFDEOH&$,62DJUHHPHQWVWDULIIVPDQXDOVSURWRFROVRUUXOHVVHWWLQJ
IRUWKWKHULJKWVDQGREOLJDWLRQVRI3HUVRQVZLWKUHVSHFWWRWKH&$,62FRQWUROOHGJULGRUDQ\
VXFFHVVRUHOHFWULFWDULIIDWDQ\WLPHILOHGZLWK)(5&VHWWLQJIRUWKWKHULJKWVDQGREOLJDWLRQVRI
3HUVRQVZLWKUHVSHFWWR6'* (¶VWUDQVPLVVLRQV\VWHP
³&$,62(OLJLEOH&XVWRPHU´PHDQVDQ³(OLJLEOH&XVWRPHU´DVGHILQHGLQWKH&$,62
$JUHHPHQWVRUDQ\RWKHUVXFFHVVRUFXVWRPHUZKRLVHOLJLEOHWRREWDLQWUDQVPLVVLRQVHUYLFH
SXUVXDQWWRWKH&$,62$JUHHPHQWV
³&(4$´PHDQVWKH&DOLIRUQLD(QYLURQPHQWDO4XDOLW\$FW
³&LWL]HQV´KDVWKHPHDQLQJVHWIRUWKLQWKHLQWURGXFWRU\SDUDJUDSKKHUHWR
³&LWL]HQV3HUFHQWDJH,QWHUHVW´PHDQVWKHSHUFHQWDJHHTXDOWRWKHUDWLRRIWKHDPRXQWRI
WKHSUHSDLGUHQWDPRXQWVHWIRUWKLQ6HFWLRQGLYLGHGE\WKHDJJUHJDWHRIDOOFRVWVLQFXUUHG
E\6'* (WRGHYHORSGHVLJQSHUPLWHQJLQHHUDQGFRQVWUXFWWKH8QGHUJURXQG6HJPHQW%
LQFOXGLQJ$)8'&DQGSD\PHQWVPDGHXQGHUFRQVWUXFWLRQFRQWUDFWVIRUZRUNWREHFRPSOHWHG
DIWHUWKH(IIHFWLYH'DWHRIWKH7UDQVIHU&DSDELOLW\/HDVHZKLFKLVVXEMHFWWRDGMXVWPHQWSXUVXDQW
WR6HFWLRQRIWKH7UDQVIHU&DSDELOLW\/HDVHDQGZKLFKLVH[SHFWHGDVRIWKH(IIHFWLYH'DWH
KHUHXQGHUWREHDSSUR[LPDWHO\
³&RPPHUFLDO2SHUDWLRQ'DWH´DQG³&2'´PHDQVWKHGDWHRQZKLFKWKH3URMHFWEHJLQV
FRPPHUFLDORSHUDWLRQDQG2SHUDWLRQDO&RQWURORIWKH3URMHFWKDVEHHQWUDQVIHUUHGWRDQG
DFFHSWHGE\WKH&$,62LQDFFRUGDQFHZLWKWKHWHUPVRIWKH&$,62$JUHHPHQWV
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³&3&1$SSOLFDWLRQ´PHDQVWKH$SULODSSOLFDWLRQWRWKH&38&IRUWKHFHUWLILFDWH
RISXEOLFFRQYHQLHQFHDQGQHFHVVLW\IRUWKH3URMHFW LQFOXGLQJWKH³3URSRQHQW¶V(QYLURQPHQWDO
$VVHVVPHQW´ DQGDOOVFKHGXOHVH[KLELWVDWWDFKPHQWVDQGDSSHQGLFHVWKHUHWRILOHGRQ$SULO

³&3&1'HFLVLRQ´PHDQVWKH³'HFLVLRQ*UDQWLQJD&HUWLILFDWHRI3XEOLF&RQYHQLHQFHDQG
1HFHVVLW\IRUWKH6\FDPRUH3HQDVTXLWRV.97UDQVPLVVLRQ/LQH3URMHFW´DQGDOODWWDFKPHQWV
WKHUHWRLVVXHGE\WKH&38&RQ2FWREHU
³&38&´PHDQVWKH&DOLIRUQLD3XEOLF8WLOLWLHV&RPPLVVLRQ
³'&2$´KDVWKHPHDQLQJVHWIRUWKLQWKHLQWURGXFWRU\SDUDJUDSKKHUHWR
³(IIHFWLYH'DWH´KDVWKHPHDQLQJVHWIRUWKLQWKHLQWURGXFWRU\SDUDJUDSKKHUHWR
³(YHQWRI'HIDXOW´KDVWKHPHDQLQJVHWIRUWKLQ6HFWLRQ (YHQWVRI'HIDXOW KHUHRI
³)(5&´PHDQVWKH)HGHUDO(QHUJ\5HJXODWRU\&RPPLVVLRQ
³)LQDO(,5´PHDQVWKH)LQDO(QYLURQPHQWDO,PSDFW5HSRUWDQGDOODGGHQGXPV
VFKHGXOHVH[KLELWVDWWDFKPHQWVDQGDSSHQGLFHVWKHUHWRSUHSDUHGE\WKH&38&DVFHUWLILHGE\
WKH&38&DQGGHILQHGLQWKH&3&1'HFLVLRQ
³)RUFH0DMHXUH´PHDQVDQHYHQWRUFLUFXPVWDQFHWKDWSUHYHQWVRQH3DUW\IURP
SHUIRUPLQJLWVREOLJDWLRQVKHUHXQGHUZKLFKHYHQWRUFLUFXPVWDQFHZDVQRWIRUHVHHQDVRIWKH
GDWHWKH'&2$ZDVHQWHUHGLQWRZKLFKLVQRWZLWKLQWKHFRQWURORIRUWKHUHVXOWRIWKH
QHJOLJHQFHRIWKHDIIHFWHG3DUW\DQGZKLFKE\WKHH[HUFLVHRIGXHGLOLJHQFHWKH3DUW\LVXQDEOH
WRPLWLJDWHRUDYRLGRUFDXVHWREHDYRLGHGLQFOXGLQJEXWQRWOLPLWHGWR EXWRQO\WRWKHH[WHQW
WKDWWKHIROORZLQJH[DPSOHVVDWLVI\VXFKGHILQLWLRQ  D DFWVRI*RGVXFKDVGURXJKWVIORRGV
HDUWKTXDNHVDQGSHVWLOHQFH E ILUHVH[SORVLRQVDQGDFFLGHQWV F ZDU GHFODUHGRUXQGHFODUHG 
ULRWVLQVXUUHFWLRQUHEHOOLRQDFWVRIWKHSXEOLFHQHP\DFWVRIWHUURULVPDQGVDERWDJHEORFNDGHV
DQGHPEDUJRHV G VWRUPVDQGRWKHUFOLPDWLFDQGZHDWKHUFRQGLWLRQVWKDWDUHDEQRUPDOO\VHYHUH
IRUWKHSHULRGRIWLPHZKHQDQGWKHDUHDZKHUHVXFKVWRUPVRUFRQGLWLRQVRFFXULQFOXGLQJ
W\SKRRQVKXUULFDQHVWRUQDGRHVDQGOLJKWQLQJ H VWULNHVRURWKHUODERUGLVWXUEDQFHV I FKDQJHV
LQSHUPLWVIURP*RYHUQPHQWDO$XWKRULWLHVRUWKHFRQGLWLRQVLPSRVHGWKHUHXQGHURUWKHIDLOXUHWR
UHQHZVXFKSHUPLWVQRWGXHWRWKHIDLOXUHRIWKHDIIHFWHG3DUW\WRWLPHO\VXEPLWDSSOLFDWLRQVDQG
J WKHHQDFWPHQWDGRSWLRQSURPXOJDWLRQPRGLILFDWLRQRUUHSHDODIWHUWKHGDWHKHUHRIRIDQ\
DSSOLFDEOHODZ1RWZLWKVWDQGLQJWKHIRUHJRLQJXQGHUQRFLUFXPVWDQFHVKDOODQHYHQWRI)RUFH
0DMHXUHEHEDVHGRQ L FKDQJHVLQPDUNHWFRQGLWLRQVRUWKHHFRQRPLFKHDOWKRID3DUW\ LL WKH
DIIHFWHG3DUW\¶VIDLOXUHWRWLPHO\VHHNWRREWDLQPRGLI\DPHQGRUH[WHQGSHUPLWVDSSURYDOVRU
RWKHUUHTXLUHGDFWLRQIURPDQ\*RYHUQPHQWDO$XWKRULW\ LLL DQ\DFWLRQRULQDFWLRQE\WKHERDUG
RIGLUHFWRUVRID3DUW\WRWKHH[WHQWWKDWVXFK3DUW\LVVHHNLQJWRH[FXVHLWVIDLOXUHWRSHUIRUPDV
DQHYHQWRI)RUFH0DMHXUHDQGRU LY DQ\IDLOXUHWRPDNHSD\PHQWV
³*RRG8WLOLW\3UDFWLFH´PHDQVDQ\RIWKHSUDFWLFHVPHWKRGVDQGDFWVHQJDJHGLQRU
DSSURYHGE\DVLJQLILFDQWSRUWLRQRIWKHHOHFWULFXWLOLW\LQGXVWU\GXULQJWKHUHOHYDQWWLPHSHULRG
RUDQ\RIWKHSUDFWLFHVPHWKRGVDQGDFWVZKLFKLQWKHH[HUFLVHRIUHDVRQDEOHMXGJPHQWLQOLJKW
RIWKHIDFWVNQRZQDWWKHWLPHWKHGHFLVLRQZDVPDGHFRXOGKDYHEHHQH[SHFWHGWRDFFRPSOLVK
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WKHGHVLUHGUHVXOWDWDUHDVRQDEOHFRVWFRQVLVWHQWZLWKJRRGEXVLQHVVSUDFWLFHVUHOLDELOLW\VDIHW\
DQGH[SHGLWLRQ*RRG8WLOLW\3UDFWLFHLVQRWOLPLWHGWRWKHRSWLPXPSUDFWLFHPHWKRGRUDFWWR
WKHH[FOXVLRQRIDOORWKHUVEXWUDWKHUWRWKHDFFHSWDEOHSUDFWLFHVPHWKRGVRUDFWVJHQHUDOO\
DFFHSWHGLQWKHUHJLRQLQFOXGLQJWKRVHSUDFWLFHVUHTXLUHGE\6HFWLRQ D  RIWKH)HGHUDO
3RZHU$FW
³*RYHUQPHQWDO$XWKRULW\´PHDQVDQ\IHGHUDOVWDWHORFDOWHUULWRULDORUPXQLFLSDO
JRYHUQPHQWDQGDQ\GHSDUWPHQWFRPPLVVLRQERDUGEXUHDXDJHQF\LQVWUXPHQWDOLW\MXGLFLDORU
DGPLQLVWUDWLYHERG\WKHUHRI
³/2,´KDVWKHPHDQLQJVHWIRUWKLQWKHUHFLWDOVKHUHWR
³1(3$´PHDQVWKH1DWLRQDO(QYLURQPHQWDO3ROLF\$FW
³2SHUDWLRQDO&RQWURO´PHDQVWKHULJKWVRIWKH%DODQFLQJ$XWKRULW\WRGLUHFWWKHRSHUDWLRQ
RIWUDQVPLVVLRQIDFLOLWLHVDQGRWKHUHOHFWULFSODQWLQWKH%DODQFLQJ$XWKRULW\$UHDDIIHFWLQJWKH
UHOLDELOLW\RIWKRVHIDFLOLWLHVIRUWKHSXUSRVHRIDIIRUGLQJFRPSDUDEOHQRQGLVFULPLQDWRU\
WUDQVPLVVLRQDFFHVVDQGPHHWLQJ$SSOLFDEOH5HOLDELOLW\6WDQGDUGV
³2SWLRQ´KDVWKHPHDQLQJVHWIRUWKLQ6HFWLRQ 2SWLRQ KHUHRI
³3DUWLHV´DQG³3DUW\´KDYHWKHPHDQLQJVVHWIRUWKLQWKHLQWURGXFWRU\SDUDJUDSKKHUHWR
³3HUVRQ´PHDQVDQ\LQGLYLGXDOFRUSRUDWLRQSDUWQHUVKLSOLPLWHGOLDELOLW\FRPSDQ\MRLQW
YHQWXUHWUXVWXQLQFRUSRUDWHGRUJDQL]DWLRQRU*RYHUQPHQWDO$XWKRULW\
³3URMHFW´PHDQVWKH6\FDPRUH3HQDVTXLWRV.LORYROW7UDQVPLVVLRQ/LQH3URMHFWDQG
PRUHVSHFLILFDOO\³$OWHUQDWLYH 3RPHUDGR5RDGWR0LUDPDU$UHD1RUWK&RPELQDWLRQ
8QGHUJURXQG2YHUKHDG ´LGHQWLILHGLQWKH)LQDO(,5DQGUHDVRQDEOHDOWHUDWLRQVWKHUHWRDV
JHQHUDOO\GHSLFWHGLQ6FKHGXOHRIWKH7UDQVIHU&DSDELOLW\/HDVH)RUSXUSRVHVKHUHRIWKH
3URMHFWLVGLYLGHGLQWRWKHIROORZLQJFRPSRQHQWV6HJPHQW$FRQVLVWLQJRIDQRYHUKHDG
DOLJQPHQWUXQQLQJEHWZHHQ6\FDPRUH&DQ\RQ6XEVWDWLRQDQG6WRQHFURIW7UDLOZLWKLQDQH[LVWLQJ
6'* (ULJKWRIZD\ 52: 6HJPHQW%FRQVLVWLQJRIWKHWUDQVPLVVLRQOLQHWUDQVLWLRQLQJIURP
DQRYHUKHDGSRVLWLRQLQWRDQXQGHUJURXQGGXFWEDQNWKDWZLOOWUDYHOZHVWHUO\DORQJ3RPHUDGR
5RDGFURVV,QWHUVWDWHWKHQFRQWLQXHDORQJYDULRXVVHFRQGDU\URDGVWKURXJKWKHFRPPHUFLDO
DUHDRI0LUD0HVDEHIRUHWUDQVLWLRQLQJEDFNWRDQRYHUKHDGSRVLWLRQZLWKLQDQH[LVWLQJ6'* (
52:DORQJWKHHDVWVLGHRI,QWHUVWDWH+LJKZD\DW&DUUROO5RDG&DUUROO&DQ\RQ5RDGDQG
6HJPHQW&FRQVLVWLQJRIDQRYHUKHDGDOLJQPHQWRQH[LVWLQJN9VWHHOSROHVZLWKLQWKH
H[LVWLQJ52:KHDGLQJQRUWKZDUGLQWRWKH3HxDVTXLWRV6XEVWDWLRQDVJHQHUDOO\GHSLFWHGLQ
6FKHGXOHRIWKH7UDQVIHU&DSDELOLW\/HDVH
³3URMHFW6FKHGXOH´PHDQVWKHVFKHGXOHIRUGHYHORSPHQWDQGFRQVWUXFWLRQRIWKH3URMHFW
DVGHYHORSHGE\6'* (VXEMHFWWRPRGLILFDWLRQE\6'* (DVSURYLGHGLQ6HFWLRQ 3URMHFW
6FKHGXOH5HYLVLRQV 
³372´PHDQVD3DUWLFLSDWLQJ7UDQVPLVVLRQ2ZQHUDVGHILQHGLQWKH&$,62$JUHHPHQWV
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³5HTXLUHG&LWL]HQV5HJXODWRU\$SSURYDOV´PHDQVDSSURYDOVIURPHDFK*RYHUQPHQWDO
$XWKRULW\ZLWKDXWKRULW\RYHU&LWL]HQV¶OHDVHKROGLQWHUHVWVRUHQWLWOHPHQWVLQWKH3URMHFW
LQFOXGLQJ)(5&QHFHVVDU\IRU&LWL]HQVWRH[HUFLVHLWV2SWLRQRUWROHDVHDQGILQDQFHLWV
OHDVHKROGLQWHUHVWLQWKH3URMHFWRWKHUWKDQWKRVHDSSURYDOVWKDWZRXOGQRWKDYHDPDWHULDO
DGYHUVHHIIHFWRQWKHH[HUFLVHRIWKH2SWLRQOHDVLQJRUILQDQFLQJRI&LWL]HQV¶OHDVHKROGLQWHUHVW
LQWKH3URMHFWLIQRWREWDLQHG
³5HTXLUHG5HJXODWRU\$SSURYDOV´PHDQVWKH5HTXLUHG&LWL]HQV5HJXODWRU\$SSURYDOV
DQGWKH5HTXLUHG6'* (5HJXODWRU\$SSURYDOV
³5HTXLUHG6'* (5HJXODWRU\$SSURYDOV´PHDQVDSSURYDOVIURPHDFK*RYHUQPHQWDO
$XWKRULW\ZLWKDXWKRULW\RYHUWKH3URMHFWLQFOXGLQJWKH&38&WKH'HSDUWPHQWRI'HIHQVH
)(5&WKH&LW\RI6DQ'LHJRDQGWKH&DOLIRUQLD&RDVWDO&RPPLVVLRQQHFHVVDU\IRU6'* (WR
FRQVXPPDWHWKHWUDQVDFWLRQVFRQWHPSODWHGKHUHXQGHURUWRGHYHORSGHVLJQHQJLQHHUSURFXUH
FRQVWUXFWFRPPLVVLRQRZQRSHUDWHPDLQWDLQDQGILQDQFHWKH3URMHFWRWKHUWKDQ L WKRVH
DSSURYDOVWKDWDUHQRWUHTXLUHGSULRUWRWKHVWDUWRIFRQVWUXFWLRQRIWKH3URMHFWDUHQRWVXEMHFWWR
WKHGLVFUHWLRQDU\DFWLRQRIWKHDSSOLFDEOHDJHQF\DQGRWKHUZLVHFDQEHREWDLQHGLQWKHRUGLQDU\
FRXUVHRIEXVLQHVVDQG LL WKRVHDSSURYDOVWKDWZRXOGQRWKDYHDPDWHULDODGYHUVHHIIHFWRQWKH
GHYHORSPHQWGHVLJQHQJLQHHULQJSURFXUHPHQWFRQVWUXFWLRQFRPPLVVLRQLQJRZQHUVKLS
RSHUDWLRQPDLQWHQDQFHRUILQDQFLQJRIWKH3URMHFWLIQRWREWDLQHG
³6'* (´KDVWKHPHDQLQJVHWIRUWKLQWKHLQWURGXFWRU\SDUDJUDSKKHUHWR
³7DUJHW&ORVLQJ'DWH´PHDQVWKHGDWHWKDWLVGD\VDIWHUWKH&RPPHUFLDO2SHUDWLRQ
'DWHDQGDVRIWKH(IIHFWLYH'DWHH[SHFWHGWREH-XO\VXEMHFWWRPRGLILFDWLRQE\
6'* (DVSURYLGHGLQ6HFWLRQ 3URMHFW6FKHGXOH5HYLVLRQV RIWKLV'&2$SURYLGHG
KRZHYHULIWKHFRQGLWLRQVSUHFHGHQWGHVFULEHGLQ6HFWLRQKDYHQRWEHHQDFKLHYHGE\WKH
&RPPHUFLDO2SHUDWLRQ'DWHWKHQWKH7DUJHW&ORVLQJ'DWHVKDOOEHH[WHQGHGXQWLOWKHGDWHWKDWLV
GD\VDIWHUVXFKFRQGLWLRQVSUHFHGHQWKDYHEHHQDFKLHYHGEXWLQQRHYHQWEH\RQGWKHGDWHWKDW
LVGD\VDIWHUWKH&RPPHUFLDO2SHUDWLRQ'DWHSURYLGHGIXUWKHUWKDWWKH7DUJHW&ORVLQJ'DWH
VKDOOEHH[WHQGHGEH\RQGVXFKGD\VLI6HFWLRQ D KDVQRWEHHQVDWLVILHGE\VXFKGDWH
DQGWKH3DUWLHVLQWKHLUUHDVRQDEOHGLVFUHWLRQDJUHHWKDWVXFK6HFWLRQ D LVXOWLPDWHO\OLNHO\
WREHVDWLVILHG
³7DUJHW&2'´PHDQVWKHWDUJHW&RPPHUFLDO2SHUDWLRQ'DWHZKLFKDVRIWKH(IIHFWLYH
'DWHLV-XQHVXEMHFWWRPRGLILFDWLRQE\6'* (DVSURYLGHGLQ6HFWLRQ 3URMHFW
6FKHGXOH5HYLVLRQV RIWKLV'&2$
³7HUP´KDVWKHPHDQLQJVHWIRUWKLQ6HFWLRQ 7HUP KHUHRI
³7UDQVIHU&DSDELOLW\´PHDQVWKHPD[LPXPDPRXQWRISRZHU LQPHJDZDWWV WKDWFDQEH
WUDQVIHUUHGRYHUSDUWRUDOORIWKH8QGHUJURXQG6HJPHQW%DWDQ\WLPHLQDUHOLDEOHPDQQHU
XQGHUDVSHFLILFVHWRIGHILQHGSUHFRQWLQJHQF\DQGSRVWFRQWLQJHQF\V\VWHPFRQILJXUDWLRQVDQG
FRQGLWLRQVLQDFFRUGDQFHZLWK:HVWHUQ(OHFWULFLW\&RRUGLQDWLQJ&RXQFLOVWDQGDUGVDQG*RRG
8WLOLW\3UDFWLFHV7KHKROGHURI7UDQVIHU&DSDELOLW\WKDWLVXQGHUWKH2SHUDWLRQDO&RQWURORIWKH
&$,62IRUWKHEHQHILWRIDQGPDGHDYDLODEOHWR&$,62(OLJLEOH&XVWRPHUVLVHQWLWOHGWRDOO
DVVRFLDWHGULJKWVDQGUHYHQXHVIURPXVHRIWKH7UDQVIHU&DSDELOLW\DVGHILQHG RUVXEVHTXHQWO\
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GHILQHG E\WKH&$,62$JUHHPHQWVRULQWKHDEVHQFHRIDQ\VXFK&$,62$JUHHPHQWVULJKWV
DQGUHYHQXHVVLPLODUWRVXFKDVVRFLDWHGULJKWVDQGUHYHQXHV
³7UDQVIHU&DSDELOLW\/HDVH´PHDQVDQDJUHHPHQWVXEVWDQWLDOO\LQWKHIRUPRI([KLELW$
DWWDFKHGKHUHWR
³8QGHUJURXQG6HJPHQW%´PHDQVWKHXQGHUJURXQGN9WUDQVPLVVLRQOLQHVHJPHQWRI
WKH3URMHFWDORQJ6WRQHEULGJH3DUNZD\3RPHUDGR5RDG0LUDPDU5RDG%ODFN0RXQWDLQ5RDG
$FWLYLW\5RDG&DPLQR5XL]0LUDODQL'ULYH$UMRQV'ULYH7UDGH3ODFH7UDGH6WUHHW&DPLQR
6DQWD)H&DUUROO5RDGDQG&DUUROO&DQ\RQ5RDGWKDWH[WHQGVIURPWKHHDVWFDEOHULVHUSROH
ORFDWHGQHDU6WRQHEULGJH3DUNZD\DQG6WRQHFURIW7HUUDFHWRWKHZHVWFDEOHULVHUSROHORFDWHG
QHDU&DUUROO&DQ\RQ5RDGDQG,QWHUVWDWHLQHDFKFDVHXSWRWKHWHUPLQDWLRQRQWKHFDEOH
ULVHUSROHVEXWH[FOXGLQJWKHFDEOHULVHUSROHVRQHDFKHQGDVJHQHUDOO\GHSLFWHGLQ6FKHGXOH
WRJHWKHUZLWKVXFKPRGLILFDWLRQVRIWKHOLQHDVPD\EHLPSOHPHQWHGIURPWLPHWRWLPH)RUWKH
DYRLGDQFHRIGRXEWWKH8QGHUJURXQG6HJPHQW%VKDOOLQFOXGHRQO\WKHN9WUDQVPLVVLRQOLQH
DQGVKDOOQRWLQFOXGHDQ\WUDQVPLVVLRQIDFLOLWLHVWKDWPD\RSHUDWHDWDGLIIHUHQWYROWDJHRUDQ\
VXEVWDWLRQIDFLOLWLHV
³8VHIXO/LIHRIWKH3URMHFW´PHDQVWKHSHULRGGXULQJZKLFKWKH3URMHFWFDQSURYLGHRULV
FDSDEOHRISURYLGLQJWUDQVPLVVLRQVHUYLFH
 5XOHVRI,QWHUSUHWDWLRQ8QOHVVRWKHUZLVHSURYLGHGKHUHLQRUWKHFRQWH[W
RWKHUZLVHUHTXLUHV D ZRUGVGHQRWLQJWKHVLQJXODULQFOXGHWKHSOXUDODQGYLFHYHUVD E ZRUGV
GHQRWLQJDJHQGHULQFOXGHERWKJHQGHUV F UHIHUHQFHVWRDSDUWLFXODUSDUWFODXVHVHFWLRQ
SDUDJUDSKDUWLFOHSDUW\H[KLELWVFKHGXOHRURWKHUDWWDFKPHQWVKDOOEHDUHIHUHQFHWRDSDUW
FODXVHVHFWLRQSDUDJUDSKRUDUWLFOHRIRUDSDUW\H[KLELWVFKHGXOHRURWKHUDWWDFKPHQWWRWKH
GRFXPHQWLQZKLFKWKHUHIHUHQFHLVFRQWDLQHG G DUHIHUHQFHWRDQ\VWDWXWHRUUHJXODWLRQ
LQFOXGHVDOOVWDWXWHVRUUHJXODWLRQVYDU\LQJFRQVROLGDWLQJRUUHSODFLQJWKHVDPHIURPWLPHWR
WLPHDQGDUHIHUHQFHWRDVWDWXWHLQFOXGHVDOOUHJXODWLRQVLVVXHGRURWKHUZLVHDSSOLFDEOHXQGHU
WKDWVWDWXWHWRWKHH[WHQWFRQVLVWHQWZLWKWKH3DUWLHV¶RULJLQDOLQWHQWKHUHXQGHU H DUHIHUHQFHWRD
SDUWLFXODUVHFWLRQSDUDJUDSKRURWKHUSDUWRIDSDUWLFXODUVWDWXWHVKDOOEHGHHPHGWREHDUHIHUHQFH
WRDQ\RWKHUVHFWLRQSDUDJUDSKRURWKHUSDUWVXEVWLWXWHGWKHUHIRUIURPWLPHWRWLPH I D
GHILQLWLRQRIRUUHIHUHQFHWRDQ\GRFXPHQWLQVWUXPHQWRUDJUHHPHQWLQFOXGHVDQ\DPHQGPHQWRU
VXSSOHPHQWWRRUUHVWDWHPHQWUHSODFHPHQWPRGLILFDWLRQRUQRYDWLRQRIDQ\VXFKGRFXPHQW
LQVWUXPHQWRUDJUHHPHQW J DUHIHUHQFHWRDQ\SHUVRQLQFOXGHVVXFKSHUVRQ¶VVXFFHVVRUVDQG
SHUPLWWHGDVVLJQVLQWKDWGHVLJQDWHGFDSDFLW\ K DQ\UHIHUHQFHWR³GD\V´VKDOOPHDQFDOHQGDU
GD\VXQOHVV%XVLQHVV'D\VDUHH[SUHVVO\VSHFLILHGDQG L H[DPSOHVVKDOOQRWEHFRQVWUXHGWR
OLPLWH[SUHVVO\RUE\LPSOLFDWLRQWKHPDWWHUWKH\LOOXVWUDWH
$57,&/(,,7(5027+(5$*5((0(176
 7HUP7KH³7HUP´RIWKLV'&2$VKDOOFRPPHQFHRQWKH(IIHFWLYH'DWHDQGVKDOO
HQG L XSRQWKHH[SLUDWLRQRIWKH2SWLRQLIVXFK2SWLRQKDVQRWEHHQH[HUFLVHG LL XSRQWKHGDWH
WKDWWKH3DUWLHVHQWHULQWRWKH7UDQVIHU&DSDELOLW\/HDVH LLL LQWKHHYHQWRIPXWXDOZULWWHQ
DJUHHPHQWE\DOO3DUWLHVWKDWH[SOLFLWO\VXSHUVHGHVLQLWVHQWLUHW\RURWKHUZLVHWHUPLQDWHVWKLV
'&2$RU LY DVRWKHUZLVHSURYLGHGIRUKHUHLQ7KH7UDQVIHU&DSDELOLW\/HDVHVKDOOVXSHUVHGH
WKLV'&2$LQDOOUHVSHFWVDQGXSRQWKHH[HFXWLRQRIWKH7UDQVIHU&DSDELOLW\/HDVHE\WKH
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6'* (DQG&LWL]HQV RU&LWL]HQVSHUPLWWHGGHVLJQHHDVSURYLGHGXQGHU6HFWLRQ WKLV
'&2$VKDOOEHRIQRIXUWKHUIRUFHDQGHIIHFW
 6XEVHTXHQW$JUHHPHQWV,I&LWL]HQVH[HUFLVHVLWV2SWLRQWKHQXSRQWKHFORVLQJRI
WKH2SWLRQWKH3DUWLHVVKDOOHQWHULQWRWKHIRUPRI7UDQVIHU&DSDELOLW\/HDVHDQGRQHRUPRUH
FRQVHQWVWRFROODWHUDODVVLJQPHQWHVWRSSHOVDQGRWKHUDFNQRZOHGJHPHQWVRIWKHIRUHJRLQJLQD
FXVWRPDU\IRUPWKDWLVUHDVRQDEO\DFFHSWDEOHWRWKH3DUWLHVDQGD3DUW\¶VOHQGHUV7KH3DUWLHV
IXUWKHUH[SHFWWKDWVLQFHWKH\KDYHDGGUHVVHGVRPDQ\GHWDLOVUHJDUGLQJWKH3URMHFW
QRWZLWKVWDQGLQJWKHLUVWLOOEHLQJLQWKHGHYHORSPHQWSKDVHVRIWKH3URMHFWD3DUW\¶VOHQGHUVPD\
VHHNFODULILFDWLRQVDPHQGPHQWVRUPRGLILFDWLRQVRIWKLV'&2$,QVXFKHYHQWWKH3DUWLHVZLOO
H[HUFLVHJRRGIDLWKHIIRUWVWRDFFRPPRGDWHVXFKUHTXHVWVSURYLGHGWKDWQR3DUW\LVKHUHE\
FRPPLWWLQJLWVHOIWRDQ\VXFKFODULILFDWLRQDPHQGPHQWRUPRGLILFDWLRQRIWKLV'&2$ZKLFKLQ
VXFK3DUW\¶VVROHGLVFUHWLRQZRXOGLPSDLURULQWHUIHUHZLWKWKHEHQHILWVWKDWD3DUW\H[SHFWVWR
GHULYHIURPLWVSDUWLFLSDWLRQLQWKH3URMHFW
$57,&/(,,,'(9(/230(17&216758&7,21$1'23(5$7,212)352-(&7
 *HQHUDO5HVSRQVLELOLW\IRU'HYHORSPHQWDQG&RQVWUXFWLRQRIWKH3URMHFW
6'* (VKDOOEHUHVSRQVLEOHIRUWKHGHYHORSPHQWGHVLJQSHUPLWWLQJHQJLQHHULQJSURFXUHPHQW
DQGFRQVWUXFWLRQRIWKH3URMHFW6'* (VKDOOEHDUDOOFRVWVIRUGHYHORSPHQWDQGFRQVWUXFWLRQRI
WKH3URMHFWXQWLOVXFKWLPHDV&LWL]HQVKDVH[HUFLVHGDQGFORVHGLWV2SWLRQ6'* (¶VDFWLYLWLHV
DQGUHVSRQVLELOLWLHVIRUWKH3URMHFWVKDOOLQFOXGHWKHDFTXLVLWLRQRISHUPLWVDQGODQGULJKWV
QHFHVVDU\WRFRQVWUXFWWKH3URMHFWZKLFKVKDOOEHGRQHLQ6'* (¶VQDPHDQGDW6'* (¶V
H[SHQVHSURYLGHGWKDWLI&LWL]HQVH[HUFLVHVLWV2SWLRQDQLQWHUHVWLQVXFKSHUPLWVDQGODQGULJKWV
VKDOOEHWUDQVIHUUHGWR&LWL]HQVWRWKHH[WHQWQHFHVVDU\WROHDVHWR&LWL]HQVLWV7UDQVIHU&DSDELOLW\
LQWKH3URMHFW6'* (DQG&LWL]HQVVKDOOFRRSHUDWHLQJRRGIDLWKLQDOODFWLYLWLHVUHDVRQDEO\
QHFHVVDU\IRU6'* (WRFRPSOHWHFRQVWUXFWLRQDQGWRDFKLHYHFRPPHUFLDORSHUDWLRQRIWKH
3URMHFWE\WKH7DUJHW&2'
 3HUIRUPDQFH6WDQGDUGV(DFK3DUW\VKDOOXVHFRPPHUFLDOO\UHDVRQDEOHHIIRUWVWR
SURPRWHWKHIROORZLQJREMHFWLYHV
D

WRPLQLPL]HFDSLWDOFRVWVRIWKH3URMHFW

E

WRPLQLPL]HRSHUDWLRQDOH[SHQVHVRIWKH3URMHFW

F

WRPD[LPL]HWKH8VHIXO/LIHRIWKH3URMHFW

G

WRPLQLPL]HWKHGRZQWLPHRIWKH3URMHFW

H

WRPHHWWKH3URMHFW6FKHGXOHIRUWKH3URMHFW

I

QRWWRH[FHHGWKHEXGJHWVIRUWKH3URMHFW

J

WRFRPSOHWHFRQVWUXFWLRQRIWKH3URMHFWRQRUEHIRUHWKH7DUJHW

&2'
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K
WRLQFXURQO\WKRVHFRVWVZKLFKDUHSUXGHQWLQDFFRPSOLVKLQJWKHLU
UHVSHFWLYHSXUSRVHV
 3URMHFW'RFXPHQWV6'* (VKDOOXVHUHDVRQDEOHHIIRUWV LQFOXGLQJLWVSRZHURI
FRQGHPQDWLRQLIQHFHVVDU\ WRHQVXUHWKDWDQ\HDVHPHQWVULJKWVRIZD\DQGRWKHUODQGULJKWV
SURFXUHPHQWFRQWUDFWVHQJLQHHULQJFRQWUDFWVFRQVWUXFWLRQFRQWUDFWVDQGRWKHUSURMHFW
GRFXPHQWVDVVRFLDWHGZLWKWKH3URMHFWZLOOQRWUHVWULFWDVVLJQPHQWWR&LWL]HQVWRWKHH[WHQWRILWV
OHDVHKROGLQWHUHVWLQWKH3URMHFWVRWKDW&LWL]HQV¶OHDVHKROGLQWHUHVWLQWKH3URMHFWVKDOOEH
WUDQVIHUUHGSURPSWO\WR&LWL]HQVXSRQWKHFORVHRILWV2SWLRQ
$57,&/(,92:1(56+,3$1'237,21
 6'* (¶V2ZQHUVKLS([FHSWWRWKHH[WHQWWKDW&LWL]HQVKDVH[HUFLVHGDQGFORVHG
WKH2SWLRQ6'* (VKDOORZQRIWKHRZQHUVKLSLQWHUHVWV DORQJZLWKRIWKH7UDQVIHU
&DSDELOLW\ LQWKH3URMHFW7RWKHH[WHQWWKDW&LWL]HQVKDVH[HUFLVHGDQGFORVHGWKH2SWLRQ
6'* (VKDOOFRQWLQXHWRRZQRIWKHRZQHUVKLSLQWHUHVWVLQWKH3URMHFWVXEMHFWWRDWKLUW\
\HDUOHDVHWR&LWL]HQVRIWKH&LWL]HQV3HUFHQWDJH,QWHUHVWRIWKH7UDQVIHU&DSDELOLW\RQWKH
8QGHUJURXQG6HJPHQW%
 2SWLRQ6XEMHFWWR&LWL]HQVDJUHHLQJWRDPXWXDOO\DFFHSWDEOH7UDQVIHU&DSDELOLW\
/HDVHZLWK6'* (&LWL]HQVVKDOOKDYHWKHRSWLRQWROHDVH7UDQVIHU&DSDELOLW\LQWKH3URMHFWDV
IROORZV WKH³2SWLRQ´ 
 2SWLRQWR/HDVH7UDQVIHU&DSDELOLW\IRUD7HUP&LWL]HQVVKDOOKDYHWKH
RSWLRQWROHDVHIURP6'* (DQGXSRQ&LWL]HQV¶H[HUFLVHRIVXFKRSWLRQ6'* (VKDOOKDYHWKH
REOLJDWLRQWROHDVHWR&LWL]HQVWKH&LWL]HQV3HUFHQWDJH,QWHUHVWRIWKH7UDQVIHU&DSDELOLW\RQWKH
8QGHUJURXQG6HJPHQW%IRUDWKLUW\\HDUWHUPSURYLGHGWKDWVXFK7UDQVIHU&DSDELOLW\VKDOO
UHYHUWWR6'* (DWQRFRVWWR6'* (IUHHDQGFOHDURIDQ\OLHQVRUHQFXPEUDQFHVXSRQ
H[SLUDWLRQRIVXFKWKLUW\\HDUWHUPRUXSRQHDUOLHUWHUPLQDWLRQRI&LWL]HQV¶OHDVHE\UHDVRQRIDQ
(YHQWRI'HIDXOWXQGHUWKLV'&2$RUDPDWHULDOEUHDFKRILWVREOLJDWLRQVXQGHUDQ\VXEVHTXHQW
DJUHHPHQWVEHWZHHQ&LWL]HQVDQG6'* (DVFRQWHPSODWHGLQWKLV'&2$WKDWLVQRWFXUHGLQ
DFFRUGDQFHZLWKWKHDSSOLFDEOHVXEVHTXHQWDJUHHPHQW
 ([HUFLVHRI2SWLRQ&LWL]HQVPD\H[HUFLVHWKH2SWLRQE\GHOLYHULQJ
ZULWWHQQRWLFHWR6'* (QRODWHUWKDQWKH7DUJHW&ORVLQJ'DWH,I&LWL]HQVIDLOVWRH[HUFLVHLWV
2SWLRQE\WKHHDUOLHURI L QRODWHUWKDQWKH7DUJHW&ORVLQJ'DWHDQG LL WKHWKDQQLYHUVDU\RI
WKH(IIHFWLYH'DWHVXFKXQH[HUFLVHG2SWLRQVKDOOH[SLUH
 &ORVLQJRI2SWLRQ7KHOHDVHRI7UDQVIHU&DSDELOLW\SXUVXDQWWRWKH
H[HUFLVHG2SWLRQVKDOORFFXUDVVRRQDVUHDVRQDEO\SUDFWLFDODIWHUH[HUFLVHRIWKH2SWLRQEXWQR
ODWHUWKDQGD\VDIWHUGHOLYHU\RIWKHZULWWHQQRWLFHXQGHU6HFWLRQDERYH6'* (DQG
&LWL]HQVVKDOOH[HFXWHDFNQRZOHGJHDQGGHOLYHUWKH7UDQVIHU&DSDELOLW\/HDVHDQGDQ\DQGDOO
GRFXPHQWVUHDVRQDEO\QHFHVVDU\WRRWKHUZLVHFDUU\RXWWKHWHUPVDQGFRQGLWLRQVRIWKLV'&2$
8SRQFORVLQJRIWKHOHDVHRIWKH7UDQVIHU&DSDELOLW\SXUVXDQWWRWKHH[HUFLVHG2SWLRQ&LWL]HQV
VKDOOSD\WR6'* (WKHSUHSDLGUHQWDPRXQWVHWIRUWKLQ6HFWLRQ 3UHSDLG5HQWIRU&ORVHRI
2SWLRQ &ORVLQJRIWKH2SWLRQPD\EHDFFRPSOLVKHGWKURXJKXVHRIDQHVFURZDUUDQJHPHQWDV
PXWXDOO\DJUHHGE\WKH3DUWLHV
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 3UHSDLG5HQWIRU&ORVHRI2SWLRQ7KHSUHSDLGUHQWWREHSDLGE\&LWL]HQV
IRU7UDQVIHU&DSDELOLW\OHDVHGSXUVXDQWWRH[HUFLVHRIWKH2SWLRQVKDOOEHPLOOLRQ8SRQ
FORVLQJRIWKH2SWLRQ&LWL]HQVVKDOOSD\VXFKILQDOSUHSDLGUHQW&LWL]HQVVKDOOEHUHVSRQVLEOHIRU
REWDLQLQJLWVRZQILQDQFLQJIRUWKHSUHSDLGUHQWDQG6'* (KDVQRREOLJDWLRQWRSURYLGHRU
JXDUDQWHHILQDQFLQJWR&LWL]HQVLI&LWL]HQVLVXQDEOHWRVHFXUHDQ\SDUWRILWVILQDQFLQJ
 5HJXODWRU\$SSURYDOIRU([HUFLVHRI2SWLRQ7KH3DUWLHVDFNQRZOHGJHDQGDJUHH
WKDWWKHOHDVHRI7UDQVIHU&DSDELOLW\LQWKH3URMHFWDQGDVGHVFULEHGLQ6HFWLRQ 2SWLRQ LV
H[SUHVVO\FRQWLQJHQWXSRQDQGVXEMHFWWR
 6'* (¶VUHFHLSWRI D DILQDOQRQDSSHDODEOHRUGHUE\WKH&38&
DSSURYLQJWKLVOHDVHXQGHU6HFWLRQRIWKH&DOLIRUQLD3XEOLF8WLOLWLHV&RGHRURWKHUZLVHDQG
E DILQDOQRQDSSHDODEOHRUGHUE\)(5&DSSURYLQJWKLVWUDQVDFWLRQXQGHUWKH)HGHUDO3RZHU$FW
DQG6'* (¶VUDWHPHWKRGRORJLHVWRDFFRXQWIRU&LWL]HQV¶OHDVHRI7UDQVIHU&DSDELOLW\LQWKH
3URMHFWLQHDFKFDVHLQIRUPDQGVXEVWDQFHDFFHSWDEOHWRWKH3DUWLHVLQHDFK3DUW\¶VVROH
GLVFUHWLRQ:LWKUHVSHFWWRFODXVH D DERYH6'* (ZLOOVHHNDQ\QHFHVVDU\DSSURYDOVIURPWKH
&38&QRODWHUWKDQGD\VDIWHUWKH(IIHFWLYH'DWH,QRUGHUWRDXJPHQWWKHLQIRUPDWLRQ
DYDLODEOHWRWKH&38&IRUWKHIRUHJRLQJDSSOLFDWLRQ&LWL]HQVDJUHHVWKDWQRODWHUWKDQGD\V
DIWHUWKH(IIHFWLYH'DWH&LWL]HQVVKDOOILOHDSHWLWLRQZLWK)(5&VHHNLQJDGHFODUDWRU\RUGHU
DSSURYLQJLWVUDWHPHWKRGRORJLHVIRUWKHUHFRYHU\RIFRVWVDVVRFLDWHGZLWKLWVOHDVHRI7UDQVIHU
&DSDELOLW\LQWKH3URMHFWLQFOXGLQJDQ\LQFHQWLYHUDWHWUHDWPHQW&LWL]HQVPD\VHHN:LWKUHVSHFW
WRFODXVH E DERYH6'* (ZLOOVHHNDQ\QHFHVVDU\DSSURYDOVIURP)(5&QRODWHUWKDQGD\V
DIWHUWKHGDWHRQZKLFKWKH&$,62FRQGLWLRQDOO\DSSURYHV&LWL]HQV¶UHTXHVWWREHFRPHD
3DUWLFLSDWLQJ7UDQVPLVVLRQ2ZQHU
 &LWL]HQVUHFHLSWRIDILQDOQRQDSSHDODEOHRUGHUE\)(5&DSSURYLQJ
&LWL]HQV¶WUDQVPLVVLRQVHUYLFHWDULIIIRUUHFRYHU\RILWVFRVWVDVVRFLDWHGZLWKLWV7UDQVIHU
&DSDELOLW\LQWKH3URMHFWFRQVLVWHQWZLWKWKHUDWHPHWKRGRORJ\GHVFULEHGLQ6HFWLRQVDQG
RIWKH7UDQVIHU&DSDELOLW\/HDVHLQIRUPDQGVXEVWDQFHDFFHSWDEOHWRWKH3DUWLHVLQHDFK3DUW\¶V
VROHGLVFUHWLRQ&LWL]HQVDJUHHVWKDWLWZLOOVHHNVXFKDSSURYDOIURP)(5&QRODWHUWKDQGD\V
DIWHUWKHGDWHRQZKLFKWKH&$,62FRQGLWLRQDOO\DSSURYHV&LWL]HQV¶UHTXHVWWREHFRPHD
3DUWLFLSDWLQJ7UDQVPLVVLRQ2ZQHUDQGUHDVRQDEO\FRQFXUUHQWO\ZLWK6'* (VHHNLQJWKH
DSSURYDOGHVFULEHGLQ6HFWLRQ E DERYH
$57,&/(95(*8/$725<$33529$/6


0XWXDO&RRSHUDWLRQ

 6'* (5HJXODWRU\$SSURYDOV6'* (VKDOOEHUHVSRQVLEOHIRU
REWDLQLQJWKH5HTXLUHG6'* (5HJXODWRU\$SSURYDOV&LWL]HQVDJUHHVWRFRRSHUDWHLQJRRG
IDLWKZLWKDQGDVVLVW6'* (LQREWDLQLQJWKH5HTXLUHG6'* (5HJXODWRU\$SSURYDOV
 &LWL]HQV5HJXODWRU\$SSURYDOV&LWL]HQVVKDOOEHUHVSRQVLEOHIRUREWDLQLQJ
WKH5HTXLUHG&LWL]HQV5HJXODWRU\$SSURYDOV6'* (DJUHHVWRFRRSHUDWHLQJRRGIDLWKZLWKDQG
DVVLVW&LWL]HQVLQREWDLQLQJWKH5HTXLUHG&LWL]HQV5HJXODWRU\$SSURYDOV
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$57,&/(9,0$1$*(0(1729(56,*+7$1'&200,77((6758&785(
 0HHWLQJVRIWKH3DUWLHV7KH3DUWLHVVKDOOKROGUHJXODUO\VFKHGXOHGPHHWLQJV QR
OHVVIUHTXHQWO\WKDQPRQWKO\GXULQJWKHSHULRGZKHQWKH3URMHFWLVXQGHUFRQVWUXFWLRQDQGQROHVV
IUHTXHQWO\WKDQTXDUWHUO\DWDOORWKHUWLPHVSULRUWR&2' IRUWKHSXUSRVHRIUHYLHZLQJHDFK
3DUW\¶VSURJUHVVLQLWVGHYHORSPHQWGHVLJQSHUPLWWLQJHQJLQHHULQJSURFXUHPHQWFRQVWUXFWLRQ
FRPPLVVLRQLQJILQDQFLQJRSHUDWLQJDQGPDLQWHQDQFHDFWLYLWLHVIRUWKH3URMHFW7KH3DUWLHV
VKDOOKROGUHJXODUO\VFKHGXOHGPHHWLQJVQROHVVIUHTXHQWO\WKDQDQQXDOO\DIWHU&2'(LWKHU3DUW\
PD\FDOODVSHFLDOPHHWLQJDWDQ\WLPH5HDVRQDEOHDQGVXIILFLHQWQRWLFHRIHDFKPHHWLQJVKDOO
EHJLYHQWRHDFK3DUW\LQRUGHUWRDOORZIXOOSDUWLFLSDWLRQ


6KDULQJ,QIRUPDWLRQ

 6'* (,QIRUPDWLRQ8SRQUHDVRQDEOHQRWLFHDQGGXULQJUHJXODUEXVLQHVV
KRXUV6'* (VKDOODOORZ&LWL]HQVDFFHVVWRWKH3URMHFWVLWHDQGSURYLGHRWKHULQIRUPDWLRQ
UHODWHGWRWKH3URMHFWDVPD\EHUHDVRQDEO\UHTXHVWHGE\&LWL]HQVLQFOXGLQJEXWQRWOLPLWHGWR
D
&RVWLQJLQIRUPDWLRQWRHQVXUHWKDWFRVWVIRUWKH3URMHFWDUH
DOORFDWHGWRDSSURSULDWHSRUWLRQVRIWKH3URMHFWDQGWKDW6'* (NHHSVLWV
DFFRXQWVDQGSURYLGHVVXIILFLHQWLQIRUPDWLRQWR&LWL]HQVWRDOORZ&LWL]HQVWR
UHYLHZWKRVHDOORFDWLRQVDQGDFFRXQWVRQDQRQJRLQJEDVLV
E

3HUPLWWLQJLQIRUPDWLRQ

F

3ODQVVSHFLILFDWLRQVGHVLJQRUPDSVRIWKH3URMHFWDQG

G
0DWHULDOFRQWUDFWVWKDWDIIHFWWKHGHYHORSPHQWGHVLJQSHUPLWWLQJ
HQJLQHHULQJSURFXUHPHQWDQGFRQVWUXFWLRQRIWKH3URMHFW
 &LWL]HQV,QIRUPDWLRQ8SRQUHDVRQDEOHQRWLFH&LWL]HQVVKDOOSURYLGH
LQIRUPDWLRQUHODWHGWRWKH3URMHFWDVPD\EHUHDVRQDEO\UHTXHVWHGE\6'* (
 3URMHFW6FKHGXOH5HYLVLRQV)URPWLPHWRWLPH6'* (VKDOOSURYLGH&LWL]HQV
ZLWKUHYLVLRQVLQWKH3URMHFW6FKHGXOHDVVRRQDVSUDFWLFDEOHDIWHUGHWHUPLQLQJWKHQHHGIRUDQ\
VXFKUHYLVLRQ
 )LQDO'HFLVLRQV1RWZLWKVWDQGLQJDQ\WKLQJWRWKHFRQWUDU\LQWKLV$UWLFOH9,
0DQDJHPHQW2YHUVLJKWDQG&RPPLWWHH6WUXFWXUH 6'* (VKDOOEHVROHO\UHVSRQVLEOHIRUDQG
VKDOOPDNHDOOILQDOGHFLVLRQVZLWKUHVSHFWWRWKHGHYHORSPHQWGHVLJQSHUPLWWLQJHQJLQHHULQJ
SURFXUHPHQWFRQVWUXFWLRQDQGFRPPLVVLRQLQJRIWKH3URMHFW$Q\GLVSXWHVUHJDUGLQJZKHWKHU
RUQRW6'* (KDVFRPSOLHGZLWKLWVREOLJDWLRQVXQGHUWKLV'&2$ LQFOXGLQJLWVREOLJDWLRQV
XQGHU6HFWLRQ 3HUIRUPDQFH6WDQGDUGV VKDOOEHUHVROYHGE\WKHGLVSXWHUHVROXWLRQ
SURFHGXUHVXQGHU$UWLFOH; 'LVSXWH5HVROXWLRQ 
$57,&/(9,,)25&(0$-(85(
 )RUFH0DMHXUH1RWZLWKVWDQGLQJDQ\WKLQJLQWKLV'&2$WRWKHFRQWUDU\LID
3DUW\¶VSHUIRUPDQFHLVLPSDFWHGE\)RUFH0DMHXUHWKHDIIHFWHG3DUW\VKDOOEHH[FXVHGIURP
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SHUIRUPLQJLWVDIIHFWHGREOLJDWLRQVXQGHUWKLV'&2$ RWKHUWKDQWKHREOLJDWLRQWRPDNH
SD\PHQWVZLWKUHVSHFWWRREOLJDWLRQVDULVLQJSULRUWRWKHHYHQWRI)RUFH0DMHXUH DQGVKDOOQRWEH
OLDEOHIRUGDPDJHVRURWKHUOLDELOLWLHVGXHWRLWVIDLOXUHWRSHUIRUPGXULQJDQ\SHULRGWKDWVXFK
3DUW\LVXQDEOHWRSHUIRUPGXHWRDQHYHQWRI)RUFH0DMHXUHSURYLGHGKRZHYHUWKDWWKH3DUW\
GHFODULQJDQHYHQWRI)RUFH0DMHXUHVKDOO L DFWH[SHGLWLRXVO\WRUHVXPHSHUIRUPDQFH
LL H[HUFLVHDOOFRPPHUFLDOO\UHDVRQDEOHHIIRUWVWRPLWLJDWHRUOLPLWGDPDJHVWRWKHRWKHU3DUWLHV
DQG LLL IXOILOOWKHUHTXLUHPHQWVVHWIRUWKLQ6HFWLRQ 1RWLILFDWLRQ 
 1RWLILFDWLRQ$3DUW\XQDEOHWRSHUIRUPXQGHUWKLV'&2$GXHWRDQHYHQWRI
)RUFH0DMHXUHVKDOO L SURYLGHSURPSWZULWWHQQRWLFHRIVXFKHYHQWRI)RUFH0DMHXUHWRWKH
RWKHU3DUW\ZKLFKVKDOOLQFOXGHDQHVWLPDWHRIWKHH[SHFWHGGXUDWLRQRIWKH3DUW\¶VLQDELOLW\WR
SHUIRUPGXHWRWKHHYHQWRI)RUFH0DMHXUHDQG LL SURYLGHSURPSWQRWLFHWRWKHRWKHU3DUW\
ZKHQSHUIRUPDQFHUHVXPHV
$57,&/(9,,,:,7+'5$:$/
 :LWKGUDZDO6'* (VKDOOKDYHWKHULJKWWRZLWKGUDZIURPDQGWHUPLQDWHWKLV
'&2$LPPHGLDWHO\DQGEHXQGHUQRREOLJDWLRQWRSXUVXHDGGLWLRQDOGHYHORSPHQWDFWLYLWLHVLI
D DQ\RIWKHDSSOLFDWLRQVIRUWKH5HTXLUHG5HJXODWRU\$SSURYDOVLVGHQLHGRULVDSSURYHGZLWK
FRQGLWLRQVWKDWDUHXQDFFHSWDEOHWR6'* (RURWKHUZLVHPDWHULDOO\LQFRQVLVWHQWZLWKWKH3URMHFW
DVGHVFULEHGKHUHLQ E WKHUHFHLSWRIDQ\5HTXLUHG5HJXODWRU\$SSURYDOLVGHOD\HGVXFKWKDW
6'* (ZLOOQRWEHDEOHWRUHDVRQDEO\FRPSOHWHFRQVWUXFWLRQDFWLYLWLHVXQWLOWZHOYHPRQWKVDIWHU
WKH7DUJHW&2' F )(5&LVVXHVDILQDODQGELQGLQJRUGHUWKDWZRXOGSUHFOXGH6'* (IURP
UHFRYHULQJLQ6'* (¶VUHDVRQDEOHHVWLPDWLRQDUHWXUQRIDQGRQDQ\SRUWLRQRILWVLQYHVWPHQW
LQWKH3URMHFWRU G LWLVQRORQJHUUHDVRQDEO\IHDVLEOHIRU6'* (WRFRQWLQXHGHYHORSPHQW
GHVLJQSHUPLWWLQJHQJLQHHULQJSURFXUHPHQWDQGFRQVWUXFWLRQDFWLYLWLHVIRUWKH3URMHFW
 1RWLFH6'* (PXVWSURYLGHQRWLFHWR&LWL]HQVZLWKLQWKLUW\GD\VRILWV
GHWHUPLQDWLRQWKDWLWLVZLWKGUDZLQJSXUVXDQWWRWKLV$UWLFOH9,,, :LWKGUDZDO 
 5HLQVWDWHPHQW,IDWDQ\WLPHZLWKLQILYH\HDUVRIWKH(IIHFWLYH'DWH6'* (
UHVXPHVGHYHORSPHQWRIWKH3URMHFWDIWHULWKDVZLWKGUDZQIURPWKH3URMHFWDQGWHUPLQDWHGWKLV
'&2$XQGHU6HFWLRQ :LWKGUDZDO  ³3URMHFW5HFRPPHQFHPHQW´ WKHQVXFKWHUPLQDWLRQ
VKDOOQRORQJHUEHHIIHFWLYHDQGWKLV'&2$VKDOOEHDXWRPDWLFDOO\UHLQVWDWHGZLWKUHDVRQDEOH
H[WHQVLRQVWRWKHGDWHGWHUPVRIWKLV'&2$7KHHIIHFWRIVXFK3URMHFW5HFRPPHQFHPHQWDQG
UHLQVWDWHPHQWRIWKLV'&2$LVLQWHQGHGWRSURYLGH&LWL]HQVZLWKDUHQHZHGRSSRUWXQLW\WRKROG
WKH2SWLRQWROHDVH7UDQVIHU&DSDELOLW\LQWKH3URMHFWLQWKHPDQQHUSURYLGHGIRULQWKLV'&2$
$57,&/(,;(9(1762)'()$8/75(0(',(6
 (YHQWVRI'HIDXOW7KHRFFXUUHQFHRIDQ\RQHRIWKHIROORZLQJVKDOOFRQVWLWXWHDQ
³(YHQWRI'HIDXOW´
D
$3DUW\VKDOOIDLOWRPDNHSD\PHQWVIRUDPRXQWVGXHXQGHUWKLV
'&2$ZLWKLQWKLUW\GD\VDIWHUQRWLFHWKDWVXFKSD\PHQWLVSDVWGXH
E
$3DUW\VKDOOIDLOWRFRPSO\ZLWKDQ\RWKHUPDWHULDOSURYLVLRQRI
WKLV'&2$DQGDQ\VXFKIDLOXUHVKDOOFRQWLQXHXQFXUHGIRUWKLUW\GD\VDIWHU
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QRWLFHWKHUHRISURYLGHGWKDWLIVXFKIDLOXUHLVQRWFDSDEOHRIEHLQJFXUHGZLWKLQ
VXFKSHULRGRIWKLUW\GD\VZLWKWKHH[HUFLVHRIUHDVRQDEOHGLOLJHQFHWKHQVXFK
FXUHSHULRGVKDOOEHH[WHQGHGIRUDQDGGLWLRQDOUHDVRQDEOHSHULRGRIWLPHVRORQJ
DVWKHGHIDXOWLQJ3DUW\LVH[HUFLVLQJFRPPHUFLDOO\UHDVRQDEOHHIIRUWVWRFXUHVXFK
IDLOXUH
F
$Q\UHSUHVHQWDWLRQPDGHE\D3DUW\KHUHXQGHUVKDOOIDLOWREHWUXH
LQDQ\PDWHULDOUHVSHFWDWWKHWLPHVXFKUHSUHVHQWDWLRQLVJLYHQDQGVXFKIDLOXUH
VKDOOQRWEHFXUHGZLWKLQWKLUW\GD\VDIWHUQRWLFHWKHUHRIE\DQRQGHIDXOWLQJ3DUW\
G

$Q\RI&LWL]HQV¶7UDQVIHU&DSDELOLW\LQWKH3URMHFWVKDOOIDLOWREH

L
SURYLGHGIRUWKHEHQHILWRIDQGPDGHDYDLODEOHWR&$,62
(OLJLEOH&XVWRPHUVDWUDWHVWHUPVDQGFRQGLWLRQVGHHPHGMXVWDQGUHDVRQDEOHDQG
QRWXQGXO\GLVFULPLQDWRU\E\)(5&SXUVXDQWWR6HFWLRQRIWKH)HGHUDO3RZHU
$FWRU
LL 
LQWKH%DODQFLQJ$XWKRULW\$UHDDQGXQGHUWKH2SHUDWLRQDO
&RQWURORIWKH&$,62
DQGDQ\VXFKIDLOXUHVKDOOFRQWLQXHXQFXUHGIRUQLQHW\GD\VDIWHUQRWLFHWKHUHRI
IURP6'* (WR&LWL]HQV
 /LPLWDWLRQRQ'DPDJHV1R3DUW\VKDOOEHOLDEOHXQGHUWKLV'&2$IRU
FRQVHTXHQWLDOLQFLGHQWDOSXQLWLYHH[HPSODU\RULQGLUHFWGDPDJHVORVWSURILWVRURWKHUEXVLQHVV
LQWHUUXSWLRQGDPDJHVE\VWDWXWHLQWRUWRUFRQWUDFWXQGHUDQ\LQGHPQLW\SURYLVLRQRURWKHUZLVH
7KHSURYLVLRQVRIWKLV6HFWLRQ /LPLWDWLRQRQ'DPDJHV VKDOOQRWEHFRQVWUXHGWRUHOLHYHDQ\
LQVXUHURILWVREOLJDWLRQWRSD\DQ\LQVXUDQFHSURFHHGVLQDFFRUGDQFHZLWKWKHWHUPVDQG
FRQGLWLRQVRIYDOLGDQGHQIRUFHDEOHLQVXUDQFHSROLFLHV
 5HPHGLHV6XEMHFWWR$UWLFOH; 'LVSXWH5HVROXWLRQ LIDQ(YHQWRI'HIDXOW
RFFXUVDQGLVFRQWLQXLQJWKHQRQGHIDXOWLQJ3DUWLHVVKDOOKDYHWKHULJKWWRSXUVXHDOOUHPHGLHV
DYDLODEOHDWODZRULQHTXLW\LQFOXGLQJZLWKRXWOLPLWDWLRQWKHULJKWWRLQVWLWXWHDQDFWLRQVXLWRU
SURFHHGLQJLQHTXLW\IRUVSHFLILFSHUIRUPDQFHRIWKHREOLJDWLRQVXQGHUWKLV'&2$
$57,&/(;',6387(5(62/87,21
 ,QWHQWRIWKH3DUWLHV7KHVROHSURFHGXUHWRUHVROYHDQ\FODLPDULVLQJRXWRIRU
UHODWLQJWRWKLV'&2$RUDQ\UHODWHGDJUHHPHQWLVWKHGLVSXWHUHVROXWLRQSURFHGXUHVHWIRUWKLQ
WKLV$UWLFOH; 'LVSXWH5HVROXWLRQ SURYLGHGKRZHYHUWKDWHLWKHU3DUW\PD\VHHNDSUHOLPLQDU\
LQMXQFWLRQRURWKHUSURYLVLRQDOMXGLFLDOUHPHG\LIVXFKDFWLRQLVQHFHVVDU\WRSUHYHQWLUUHSDUDEOH
KDUPRUSUHVHUYHWKHVWDWXVTXRLQZKLFKFDVHERWK3DUWLHVQRQHWKHOHVVZLOOFRQWLQXHWRSXUVXH
UHVROXWLRQRIWKHGLVSXWHE\PHDQVRIWKLVSURFHGXUHDQGQRWKLQJLQWKLV6HFWLRQVKDOOUHVWULFW
WKHULJKWVRIDQ\SDUW\WRILOHDFRPSODLQWZLWKWKH)(5&XQGHUUHOHYDQWSURYLVLRQVRIWKH)HGHUDO
3RZHU$FW
 0DQDJHPHQW1HJRWLDWLRQV7KH3DUWLHVZLOODWWHPSWLQJRRGIDLWKWRUHVROYHDQ\
FRQWURYHUV\RUFODLPDULVLQJRXWRIRUUHODWLQJWRWKLV'&2$RUDQ\UHODWHGDJUHHPHQWVE\SURPSW
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QHJRWLDWLRQVEHWZHHQHDFK3DUW\¶VDXWKRUL]HGUHSUHVHQWDWLYH,IWKHPDWWHULVQRWUHVROYHG
WKHUHE\HLWKHU3DUW\¶VDXWKRUL]HGUHSUHVHQWDWLYHPD\UHTXHVWLQZULWLQJWKDWWKHPDWWHUEH
UHIHUUHGWRWKHGHVLJQDWHGVHQLRURIILFHUVRIWKHLUUHVSHFWLYHFRPSDQLHVWKDWKDYHFRUSRUDWH
DXWKRULW\WRVHWWOHWKHGLVSXWH:LWKLQILYH%XVLQHVV'D\VDIWHUVXFKUHIHUUDOGDWH WKH³5HIHUUDO
'DWH´ HDFK3DUW\VKDOOSURYLGHRQHDQRWKHU1RWLFHFRQILUPLQJWKHUHIHUUDODQGLGHQWLI\LQJWKH
QDPHDQGWLWOHRIWKHVHQLRURIILFHUZKRZLOOUHSUHVHQWVXFK3DUW\:LWKLQILYH%XVLQHVV'D\V
DIWHUVXFK5HIHUUDO'DWHWKHVHQLRURIILFHUVVKDOOHVWDEOLVKDPXWXDOO\DFFHSWDEOHORFDWLRQDQG
GDWHWRPHHWZKLFKVKDOOQRWEHJUHDWHUWKDQWKLUW\GD\VDIWHUVXFK5HIHUUDO'DWH$IWHUWKHLQLWLDO
PHHWLQJGDWHWKHVHQLRURIILFHUVVKDOOPHHWDVRIWHQDVWKH\UHDVRQDEO\GHHPQHFHVVDU\WR
H[FKDQJHUHOHYDQWLQIRUPDWLRQDQGWRDWWHPSWWRUHVROYHWKHGLVSXWH$OOFRPPXQLFDWLRQDQG
ZULWLQJH[FKDQJHGEHWZHHQWKH3DUWLHVLQFRQQHFWLRQZLWKWKHVHQHJRWLDWLRQVVKDOOEHFRQILGHQWLDO
DQGVKDOOQRWEHXVHGRUUHIHUUHGWRLQDQ\VXEVHTXHQWELQGLQJDGMXGLFDWRU\SURFHVVEHWZHHQWKH
3DUWLHV,IWKHPDWWHULVQRWUHVROYHGZLWKLQIRUW\ILYHGD\VRIVXFK5HIHUUDO'DWHRULIHLWKHU
3DUW\UHIXVHVRUGRHVQRWPHHWZLWKLQWKHWKLUW\GD\SHULRGVSHFLILHGDERYHHLWKHU3DUW\PD\
LQLWLDWHDUELWUDWLRQRIWKHFRQWURYHUV\RUFODLPE\SURYLGLQJQRWLFHRIDGHPDQGIRUELQGLQJ
DUELWUDWLRQDWDQ\WLPHWKHUHDIWHU
 $UELWUDWLRQ$Q\GLVSXWHWKDWFDQQRWEHUHVROYHGE\PDQDJHPHQWQHJRWLDWLRQVDV
VHWIRUWKLQ6HFWLRQ 0DQDJHPHQW1HJRWLDWLRQV DERYHVKDOOEHUHVROYHGWKURXJKELQGLQJ
DUELWUDWLRQE\DUHWLUHGMXGJHRUMXVWLFHIURPWKH$PHULFDQ$UELWUDWLRQ$VVRFLDWLRQSDQHO
FRQGXFWHGLQ6DQ'LHJR&DOLIRUQLDDGPLQLVWHUHGE\DQGLQDFFRUGDQFHZLWK$PHULFDQ
$UELWUDWLRQ$VVRFLDWLRQ&RPPHUFLDO$UELWUDWLRQ5XOHV
D
7KH3DUWLHVVKDOOFRRSHUDWHLQJRRGIDLWKZLWKRQHDQRWKHULQ
VHOHFWLQJWKHDUELWUDWRUZLWKLQVL[W\GD\VDIWHU1RWLFHRIWKHGHPDQGIRU
DUELWUDWLRQ$EVHQWPXWXDODJUHHPHQWRQDGLIIHUHQWPHWKRGRIVHOHFWLQJDQ
DUELWUDWRUZLWKLQILIWHHQGD\VRIDGHPDQGIRUDUELWUDWLRQWKH3DUWLHVVKDOOUHTXHVW
DOLVWRISRWHQWLDODUELWUDWRUVKDYLQJWKHPLQLPXPTXDOLILFDWLRQVVHWIRUWKLQWKLV
6HFWLRQIURPWKH&RPPHUFLDO5RVWHURIWKH$PHULFDQ$UELWUDWLRQ
$VVRFLDWLRQ(DFK3DUW\VKDOOWKHQVWULNHWKHSRWHQWLDODUELWUDWRUVXQDFFHSWDEOHWR
LWDQGWKH3DUWLHVVKDOOH[FKDQJHOLVWVRIVWULNHVXQWLOHLWKHU L WKH\KDYHVHOHFWHGD
VLQJOHHOLJLEOHDQGDYDLODEOHDUELWUDWRUE\PXWXDODJUHHPHQWRU LL WKH\KDYH
VHOHFWHGDOLVWRIQRWPRUHWKDQILYHDUELWUDWRUVDFFHSWDEOHWRHDFK3DUW\,QWKH
ODWWHUFDVHWKH3DUWLHV LIXQDEOHWRDJUHHRQDVLQJOHDUELWUDWRU VKDOOSURYLGHWKH
OLVWRIILYHDUELWUDWRUVWR$PHULFDQ$UELWUDWLRQ$VVRFLDWLRQDQGUHTXHVWWKH
$PHULFDQ$UELWUDWLRQ$VVRFLDWLRQWRVHOHFWWKHDUELWUDWRU$Q\DUELWUDWRUVKDOO
KDYHQRDIILOLDWLRQZLWKILQDQFLDORURWKHULQWHUHVWLQRUSULRUHPSOR\PHQWZLWK
HLWKHU3DUW\DQGVKDOOKDYHDPLQLPXPRIWHQ\HDUVH[SHULHQFHLQWKHILHOGRIWKH
GLVSXWH
E
(DFK3DUW\VKDOOSURYLGHWKHGRFXPHQWVLQLWVSRVVHVVLRQFXVWRG\
RUFRQWUROZKLFKLWEHOLHYHVWRVXSSRUWLWVSRVLWLRQLQDUELWUDWLRQWRWKHRWKHU3DUW\
ZLWKLQWKLUW\GD\VRIWKHGHPDQGDQGVKDOOVXSSOHPHQWLWVSURYLVLRQRIVXFK
GRFXPHQWVLQDUHDVRQDEOHPDQQHUDVDGGLWLRQDOGRFXPHQWVFRPHWROLJKW(DFK
3DUW\VKDOOEHHQWLWOHGWRPDNHQRWPRUHWKDQWZRUHTXHVWVIRUSURGXFWLRQRI
GRFXPHQWVSULRUWRWKHFRPPHQFHPHQWRIWKHKHDULQJ'HSRVLWLRQVVKDOOEH
OLPLWHGWRDPD[LPXPRIWKUHHSHU3DUW\DQGVKDOOEHKHOGZLWKLQWKLUW\GD\VRIWKH
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PDNLQJRIDUHTXHVW$GGLWLRQDOGHSRVLWLRQVPD\EHVFKHGXOHGRQO\ZLWKWKH
SHUPLVVLRQRIWKHDUELWUDWRUDQGIRUJRRGFDXVHVKRZQ(DFKGHSRVLWLRQVKDOOEH
OLPLWHGWRDPD[LPXPRIVHYHQKRXUVGXUDWLRQXQOHVVRWKHUZLVHSHUPLWWHGE\WKH
DUELWUDWRUIRUJRRGFDXVHVKRZQ$OOREMHFWLRQVDUHUHVHUYHGIRUWKHDUELWUDWLRQ
KHDULQJH[FHSWIRUREMHFWLRQVEDVHGRQSULYLOHJHDQGSURSULHWDU\DQGFRQILGHQWLDO
LQIRUPDWLRQ7KHDUELWUDWRUVKDOODOVRKDYHGLVFUHWLRQWRRUGHUWKH3DUWLHVWR
H[FKDQJHUHOHYDQWGRFXPHQWV7KHDUELWUDWRUVKDOODOVRKDYHGLVFUHWLRQWRRUGHU
WKH3DUWLHVWRDQVZHUQRWPRUHWKDQWZHQW\ILYHLQWHUURJDWRULHV LQFOXGLQJ
VXESDUWV XSRQJRRGFDXVHVKRZQ
F
7KHDUELWUDWRU¶VDZDUGVKDOOEHPDGHZLWKLQQLQHPRQWKVRIWKH
ILOLQJRIWKHQRWLFHRILQWHQWLRQWRDUELWUDWH GHPDQG DQGWKHDUELWUDWRUVKDOODJUHH
WRFRPSO\ZLWKWKLVVFKHGXOHEHIRUHDFFHSWLQJDSSRLQWPHQW+RZHYHUWKLVWLPH
OLPLWPD\EHH[WHQGHGIRURQHSHULRGRIXSWRWKLUW\GD\VE\DJUHHPHQWRIWKH
3DUWLHVRUE\WKHDUELWUDWRULIQHFHVVDU\
G
7KHSUHYDLOLQJ3DUW\LQWKLVGLVSXWHUHVROXWLRQSURFHVVLVHQWLWOHGWR
UHFRYHULWVFRVWVLQFOXGLQJUHDVRQDEOHDWWRUQH\V¶IHHVDVGHWHUPLQHGE\WKH
DUELWUDWRU8QWLOVXFKDZDUGLVPDGHKRZHYHUWKH3DUWLHVVKDOOVKDUHHTXDOO\LQ
SD\LQJWKHFRVWVRIWKHDUELWUDWLRQ
H
7KHDUELWUDWRUVKDOOKDYHWKHDXWKRULW\WRJUDQWGLVSRVLWLYHPRWLRQV
SULRUWRWKHFRPPHQFHPHQWRIRUIROORZLQJWKHFRPSOHWLRQRIGLVFRYHU\LIWKH
DUELWUDWRUFRQFOXGHVWKDWWKHUHLVQRPDWHULDOLVVXHRIIDFWSHQGLQJEHIRUHWKH
DUELWUDWRU
I
7KHH[LVWHQFHFRQWHQWDQGUHVXOWVRIDQ\DUELWUDWLRQKHUHXQGHU
VKDOOEHFRQILGHQWLDOLQIRUPDWLRQVXEMHFWWRWKHSURYLVLRQVRI6HFWLRQ
&RQILGHQWLDOLW\ 
 (QIRUFHPHQWRI$ZDUG%\H[HFXWLRQDQGGHOLYHU\RIWKLV'&2$HDFK3DUW\
KHUHE\ D DFFHSWVDQGFRQVHQWVWRWKHXVHRIELQGLQJDUELWUDWLRQSXUVXDQWWRWKH$PHULFDQ
$UELWUDWLRQ$VVRFLDWLRQ¶V&RPPHUFLDO$UELWUDWLRQ5XOHVDQGRWKHUSURFHGXUHVGHVFULEHGLQWKLV
$UWLFOH; 'LVSXWH5HVROXWLRQ DQGVROHO\IRUSXUSRVHVRIWKHHQIRUFHPHQWRIDQDUELWUDODZDUG
XQGHUWKLV6HFWLRQ (QIRUFHPHQWRI$ZDUG WRWKHMXULVGLFWLRQRIDQ\FRXUWRIFRPSHWHQW
MXULVGLFWLRQIRULWVHOIDQGLQUHVSHFWRILWVSURSHUW\DQG E ZDLYHVVROHO\IRUSXUSRVHVRIWKH
HQIRUFHPHQWRIDQDUELWUDODZDUGXQGHUWKLV6HFWLRQ (QIRUFHPHQWRI$ZDUG LQUHVSHFWRI
ERWKLWVHOIDQGLWVSURSHUW\DOOGHIHQVHVLWPD\KDYHDVWRRUEDVHGRQMXULVGLFWLRQLPSURSHU
YHQXHRUIRUXPQRQFRQYHQLHQV(DFK3DUW\KHUHE\LUUHYRFDEO\FRQVHQWVWRWKHVHUYLFHRI
SURFHVVRURWKHUSDSHUVE\WKHXVHRIDQ\RIWKHPHWKRGVDQGWRWKHDGGUHVVHVVHWRXWIRUWKH
JLYLQJRIQRWLFHVLQ6HFWLRQ 1RWLFHV KHUHRI1RWKLQJKHUHLQVKDOODIIHFWWKHULJKWRIHDFK
3DUW\WRVHUYHVXFKSURFHVVRUSDSHUVLQDQ\RWKHUPDQQHUSHUPLWWHGE\ODZ
 3HUIRUPDQFHGXULQJ$UELWUDWLRQ:KLOHUHVROXWLRQRIDQ\GLVSXWHLVSHQGLQJHDFK
3DUW\VKDOOFRQWLQXHWRSHUIRUPLWVREOLJDWLRQVKHUHXQGHU XQOHVVVXFK3DUW\LVRWKHUZLVHHQWLWOHG
WRVXVSHQGLWVSHUIRUPDQFHKHUHXQGHURUWHUPLQDWHWKLV'&2$LQDFFRUGDQFHZLWKWKHWHUPV
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KHUHRI DQGQR3DUW\VKDOOUHIHURUDWWHPSWWRUHIHUWKHPDWWHULQGLVSXWHWRDFRXUWRURWKHU
WULEXQDOLQDQ\MXULVGLFWLRQH[FHSWDVSURYLGHGLQWKLV$UWLFOH; 'LVSXWH5HVROXWLRQ 
$57,&/(;,5(35(6(17$7,216$1':$55$17,(6
 6'* (6'* (UHSUHVHQWVDQGZDUUDQWVWRWKHRWKHU3DUWLHVDVIROORZV
 2UJDQL]DWLRQDQG([LVWHQFH6'* (LVDGXO\RUJDQL]HGDQGYDOLGO\
H[LVWLQJFRUSRUDWLRQLQJRRGVWDQGLQJXQGHUWKHODZVRIWKH6WDWHRI&DOLIRUQLDDQGLVTXDOLILHGWR
WUDQVDFWEXVLQHVVLQDOOMXULVGLFWLRQVZKHUHWKHRZQHUVKLSRILWVSURSHUWLHVRULWVRSHUDWLRQV
UHTXLUHVXFKTXDOLILFDWLRQH[FHSWZKHUHWKHIDLOXUHWRVRTXDOLI\ZRXOGQRWKDYHDPDWHULDO
DGYHUVHHIIHFWRQLWVILQDQFLDOFRQGLWLRQLWVDELOLW\WRRZQLWVSURSHUWLHVRUWUDQVDFWLWVEXVLQHVV
RUWRFDUU\RXWWKHWUDQVDFWLRQVDQGDFWLYLWLHVFRQWHPSODWHGKHUHE\
 ([HFXWLRQ'HOLYHU\DQG(QIRUFHDELOLW\6'* (KDVIXOOFRUSRUDWHSRZHU
DQGDXWKRULW\WRFDUU\RQLWVEXVLQHVVDVQRZFRQGXFWHGHQWHULQWRDQGWRFDUU\RXWLWV
REOLJDWLRQVXQGHUWKLV'&2$7KHH[HFXWLRQGHOLYHU\DQGSHUIRUPDQFHE\6'* (RIWKLV
'&2$DQGWKHFRQVXPPDWLRQRIWKHWUDQVDFWLRQVDQGDFWLYLWLHVFRQWHPSODWHGXQGHUWKLV'&2$
KDYHEHHQGXO\DXWKRUL]HGE\DOOQHFHVVDU\FRUSRUDWHDFWLRQUHTXLUHGRQWKHSDUWRI6'* (
7KLV'&2$KDVEHHQGXO\DQGYDOLGO\H[HFXWHGDQGGHOLYHUHGE\6'* (DQGFRQVWLWXWHVWKH
YDOLGDQGOHJDOO\ELQGLQJREOLJDWLRQVRI6'* (HQIRUFHDEOHDJDLQVW6'* (LQDFFRUGDQFH
ZLWKLWVWHUPVH[FHSWDVVXFKHQIRUFHDELOLW\PD\EHOLPLWHGE\EDQNUXSWF\LQVROYHQF\
UHRUJDQL]DWLRQPRUDWRULXPRURWKHUVLPLODUODZVRIJHQHUDODSSOLFDWLRQUHODWLQJWRRUDIIHFWLQJ
WKHHQIRUFHPHQWRIFUHGLWRUV¶ULJKWVDQGE\JHQHUDOHTXLWDEOHSULQFLSOHV
 1R9LRODWLRQ6XEMHFWWRWKHUHFHLSWRIDOO5HTXLUHG6'* (5HJXODWRU\
$SSURYDOVDQGWKHDSSURYDOVIURPWKH&38&DQG)(5&GHVFULEHGLQ6HFWLRQ 5HJXODWRU\
$SSURYDOIRU([HUFLVHRI2SWLRQ QRQHRIWKHH[HFXWLRQDQGGHOLYHU\RIWKLV'&2$WKH
FRPSOLDQFHZLWKDQ\SURYLVLRQKHUHRIQRUWKHFRQVXPPDWLRQRIWKHWUDQVDFWLRQVDQGDFWLYLWLHV
FRQWHPSODWHGKHUHE\ZLOO  YLRODWHRUFRQIOLFWZLWKRUUHVXOWLQDEUHDFKRUGHIDXOWXQGHUDQ\
SURYLVLRQVRIWKH$UWLFOHVRI,QFRUSRUDWLRQRU%\ODZVRI6'* (  YLRODWHRUFRQIOLFWZLWKRU
UHVXOWLQDEUHDFKRUGHIDXOWXQGHUDQ\DSSOLFDEOHODZRUUHJXODWLRQRIDQ\*RYHUQPHQWDO
$XWKRULW\
 &LWL]HQV&LWL]HQVUHSUHVHQWVDQGZDUUDQWVWRWKHRWKHU3DUWLHVDVIROORZV
 2UJDQL]DWLRQDQG([LVWHQFH&LWL]HQVLVDGXO\RUJDQL]HGDQGYDOLGO\
H[LVWLQJFRUSRUDWLRQLQJRRGVWDQGLQJXQGHUWKHODZVRIWKH&RPPRQZHDOWKRI0DVVDFKXVHWWV
DQGLVTXDOLILHGWRWUDQVDFWEXVLQHVVLQDOOMXULVGLFWLRQVZKHUHWKHRZQHUVKLSRILWVSURSHUWLHVRU
LWVRSHUDWLRQVUHTXLUHVXFKTXDOLILFDWLRQH[FHSWZKHUHWKHIDLOXUHWRVRTXDOLI\ZRXOGQRWKDYHD
PDWHULDODGYHUVHHIIHFWRQLWVILQDQFLDOFRQGLWLRQLWVDELOLW\WRRZQLWVSURSHUWLHVRUWUDQVDFWLWV
EXVLQHVVRUWRFDUU\RXWWKHWUDQVDFWLRQVDQGDFWLYLWLHVFRQWHPSODWHGKHUHE\
 ([HFXWLRQ'HOLYHU\DQG(QIRUFHDELOLW\&LWL]HQVKDVIXOOFRUSRUDWHSRZHU
DQGDXWKRULW\WRFDUU\RXWLWVREOLJDWLRQVXQGHUWKLV'&2$7KHH[HFXWLRQGHOLYHU\DQG
SHUIRUPDQFHE\&LWL]HQVRIWKLV'&2$DQGWKHFRQVXPPDWLRQRIWKHWUDQVDFWLRQVDQGDFWLYLWLHV
FRQWHPSODWHGXQGHUWKLV'&2$KDYHEHHQGXO\DXWKRUL]HGE\DOOQHFHVVDU\FRUSRUDWHDFWLRQ
UHTXLUHGRQWKHSDUWRI&LWL]HQV7KLV'&2$KDVEHHQGXO\DQGYDOLGO\H[HFXWHGDQGGHOLYHUHG
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E\&LWL]HQVDQGFRQVWLWXWHVWKHYDOLGDQGOHJDOO\ELQGLQJREOLJDWLRQVRI&LWL]HQVHQIRUFHDEOH
DJDLQVW&LWL]HQVLQDFFRUGDQFHZLWKLWVWHUPVH[FHSWDVVXFKHQIRUFHDELOLW\PD\EHOLPLWHGE\
EDQNUXSWF\LQVROYHQF\UHRUJDQL]DWLRQPRUDWRULXPRURWKHUVLPLODUODZVRIJHQHUDODSSOLFDWLRQ
UHODWLQJWRRUDIIHFWLQJWKHHQIRUFHPHQWRIFUHGLWRUV¶ULJKWVDQGE\JHQHUDOHTXLWDEOHSULQFLSOHV
 1R9LRODWLRQ6XEMHFWWRWKHUHFHLSWRIDOO5HTXLUHG&LWL]HQV5HJXODWRU\
$SSURYDOVDQGWKHDSSURYDOVIURPWKH&38&DQG)(5&GHVFULEHGLQ6HFWLRQ 5HJXODWRU\
$SSURYDOIRU([HUFLVHRI2SWLRQ QRQHRIWKHH[HFXWLRQDQGGHOLYHU\RIWKLV'&2$WKH
FRPSOLDQFHZLWKDQ\SURYLVLRQKHUHRIQRUWKHFRQVXPPDWLRQRIWKHWUDQVDFWLRQVDQGDFWLYLWLHV
FRQWHPSODWHGKHUHE\ZLOO  YLRODWHRUFRQIOLFWZLWKRUUHVXOWLQDEUHDFKRUGHIDXOWXQGHUDQ\
SURYLVLRQVRIWKH$UWLFOHVRI,QFRUSRUDWLRQRU%\ODZVRI&LWL]HQVRU  YLRODWHRUFRQIOLFWZLWK
RUUHVXOWLQDEUHDFKRUGHIDXOWXQGHUDQ\DSSOLFDEOHODZRUUHJXODWLRQRIDQ\*RYHUQPHQWDO
$XWKRULW\
 1R2EMHFWLRQWR&XUUHQW'HVLJQ&LWL]HQVKDVUHYLHZHG6'* (¶V&3&1
$SSOLFDWLRQWKH)LQDO(,5DQGWKH&3&1'HFLVLRQDQGDIWHUGXHLQTXLU\LWDFFHSWVWKH
SURSRVHGVFKHGXOHSODQVVSHFLILFDWLRQVDQGGHVLJQRIWKH3URMHFWWRWKHH[WHQWGHVFULEHG
WKHUHLQ
$57,&/(;,,0,6&(//$1(286
 1RWLFHV8QOHVVRWKHUZLVHVSHFLILHGKHUHLQDOOQRWLFHVVKDOOEHLQZULWLQJDQG
GHOLYHUHGE\KDQGRYHUQLJKWPDLORUIDFVLPLOHRUHPDLO LIIDFVLPLOHQXPEHUVRUHPDLO
DGGUHVVHVDUHLGHQWLILHGEHORZRUE\VXEVHTXHQWQRWLFHDQGSURYLGHGDFRS\LVDOVRVHQWE\
RYHUQLJKWPDLO WRWKHDSSOLFDEOHDGGUHVVHVEHORZ$QRWLFHGHOLYHUHGLQDFFRUGDQFHKHUHZLWK
VKDOOEHGHHPHGUHFHLYHG L RQWKHGDWHRIGHOLYHU\LIKDQGGHOLYHUHG LL WZR%XVLQHVV'D\V
DIWHUWKHGDWHRIVHQGLQJLIVHQWE\DQDWLRQDOO\UHFRJQL]HGRYHUQLJKWFRXULHURUDWVXFKHDUOLHU
WLPHDVLVFRQILUPHGE\WKHUHFHLYLQJ3DUW\ LLL WKUHH%XVLQHVV'D\VDIWHUWKHGDWHRIPDLOLQJLI
PDLOHGE\UHJLVWHUHGRUFHUWLILHGPDLOUHWXUQUHFHLSWUHTXHVWHGRUDWVXFKHDUOLHUWLPHDVLV
FRQILUPHGE\WKHUHFHLYLQJ3DUW\DQG LY RQWKH%XVLQHVV'D\RQZKLFKVXFKQRWLFHZDV
WUDQVPLWWHGE\IDFVLPLOHWUDQVPLVVLRQRUHPDLO ZKHUHSHUPLWWHG SURYLGHGKRZHYHUWKDWD
QRWLFHGHOLYHUHGLQDFFRUGDQFHZLWKWKLV6HFWLRQEXWUHFHLYHGRQDQ\GD\RWKHUWKDQD%XVLQHVV
'D\RUDIWHUSPLQWKHSODFHRIUHFHLSWZLOOEHGHHPHGUHFHLYHGRQWKHQH[W%XVLQHVV'D\
$3DUW\PD\FKDQJHLWVDGGUHVVIRUQRWLFHVE\SURYLGLQJQRWLFHRIWKHVDPHLQDFFRUGDQFHZLWK
WKLV6HFWLRQ 1RWLFHV 
,IWR6'* (
6DQ'LHJR*DV (OHFWULF
&HQWXU\3DUN&RXUW
6DQ'LHJR&$
$WWHQWLRQ9LFH3UHVLGHQW±(OHFWULF(QJLQHHULQJ &RQVWUXFWLRQ
)D[
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:LWKDFRS\WR
6DQ'LHJR*DV (OHFWULF
&HQWXU\3DUN&RXUW
6DQ'LHJR&$
$WWHQWLRQ$VVLVWDQW*HQHUDO&RXQVHO±&RPPHUFLDO
)D[
,IWR&LWL]HQV
&LWL]HQV(QHUJ\&RUSRUDWLRQ
%ODFN)DOFRQ$YH6XLWH
%RVWRQ0$
$WWHQWLRQ&KLHI2SHUDWLQJ2IILFHU
)D[
:LWKDFRS\WR
'XQFDQ $OOHQ
5KRGH,VODQG$YHQXH1:6XLWH
:DVKLQJWRQ'&
$WWHQWLRQ&RXQVHOWR&LWL]HQV(QHUJ\&RUSRUDWLRQ
)D[
 $VVLJQPHQW
 *HQHUDO$Q\WLPHSULRUWR&2'&LWL]HQVVKDOOQRWDVVLJQWKLV'&2$RU
LWVULJKWVRUREOLJDWLRQVKHUHXQGHUZLWKRXWWKHSULRUZULWWHQFRQVHQWRI6'* (ZKLFKPD\EH
JUDQWHGRUZLWKKHOGLQLWVVROHGLVFUHWLRQ$WDQ\WLPHDIWHU&2'ZLWKUHVSHFWWR&LWL]HQVDQGDW
DOOWLPHVZLWKUHVSHFWWR6'* (QHLWKHU3DUW\VKDOODVVLJQWKLV'&2$RULWVULJKWVRU
REOLJDWLRQVKHUHXQGHUZLWKRXWWKHSULRUZULWWHQFRQVHQWRIWKHRWKHU3DUW\VXFKFRQVHQWQRWWREH
XQUHDVRQDEO\ZLWKKHOGRUGHOD\HGSURYLGHGWKDWQRVXFKFRQVHQWVKDOOEHUHTXLUHGIRU L D
FROODWHUDODVVLJQPHQWRIRUFUHDWLRQRIDVHFXULW\LQWHUHVWLQWKLV'&2$LQFRQQHFWLRQZLWKDQ\
ILQDQFLQJRURWKHUILQDQFLDODUUDQJHPHQWVRU LL DQDVVLJQPHQWLQFRQQHFWLRQZLWKWKHPHUJHURI
D3DUW\ZLWKRUWKHDFTXLVLWLRQRIVXEVWDQWLDOO\DOORIWKHWUDQVPLVVLRQDVVHWVRID3DUW\E\DQ
HQWLW\ZLWKDQHTXDORUJUHDWHUFUHGLWUDWLQJDQGZLWKWKHOHJDODXWKRULW\DQGRSHUDWLRQDODELOLW\WR
VDWLVI\WKHREOLJDWLRQVRIWKHDVVLJQLQJ3DUW\)RUSXUSRVHVKHUHRIWKHWUDQVIHURIPRUHWKDQILIW\
SHUFHQW  RIWKHHTXLW\RZQHUVKLSRUYRWLQJLQWHUHVWRID3DUW\ RUDQ\SDUHQWHQWLW\KROGLQJ
GLUHFWO\RULQGLUHFWO\DWOHDVWILIW\SHUFHQW  RIWKHHTXLW\RZQHUVKLSRUYRWLQJLQWHUHVWRID
3DUW\LIVXFKLQWHUHVWFRQVWLWXWHVPRUHWKDQWKLUW\SHUFHQW  RIWKHIDLUPDUNHWYDOXHRIWKH
DVVHWVRIVXFKSDUHQWHQWLW\ WRDSHUVRQWKDWLVQRWDQDIILOLDWHRIVXFK3DUW\VKDOODOVRFRQVWLWXWH
DQDVVLJQPHQWRIWKLV'&2$UHTXLULQJWKHQRQDVVLJQLQJ3DUW\¶VSULRUZULWWHQFRQVHQW$Q\
DVVLJQPHQWLQYLRODWLRQRIWKLV6HFWLRQ $VVLJQPHQW VKDOOEHQXOODQGYRLG
1RWZLWKVWDQGLQJDQ\WKLQJWRWKHFRQWUDU\KHUHLQ6'* (FRQVHQWVWRWKHH[HUFLVHRIWKH2SWLRQ
DQGH[HFXWLRQRIWKH7UDQVIHU&DSDELOLW\/HDVHE\&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQ
//&D'HODZDUHOLPLWHGOLDELOLW\FRPSDQ\DZKROO\RZQHGVXEVLGLDU\RI&LWL]HQVRUDQ\RWKHU
VLPLODUZKROO\RZQHGVXEVLGLDU\RI&LWL]HQV
 5LJKWRI)LUVW5HIXVDO([FHSWLQFRQQHFWLRQZLWK L DFROODWHUDO
DVVLJQPHQWXQGHUFODXVH L RI6HFWLRQDERYHRU LL DQ\IRUHFORVXUHVDOHRUGHHGLQOLHXRI
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IRUHFORVXUHLQFRQQHFWLRQZLWKWKHH[HUFLVHRIUHPHGLHVXQGHUVXFKFROODWHUDODVVLJQPHQW
6'* (VKDOOKDYHWKHULJKWRIILUVWUHIXVDOZLWKUHVSHFWWRDQ\SURSRVHGDVVLJQPHQWE\&LWL]HQV
RIDOORUDQ\SRUWLRQRILWVLQWHUHVWLQWKLV'&2$RUWKH3URMHFW,QWKHHYHQW&LWL]HQVUHFHLYHVD
ERQDILGHRIIHUIURPDQXQDIILOLDWHGWKLUGSDUW\WRSXUFKDVHDOORUDQ\SRUWLRQRIWKHLQWHUHVWRI
&LWL]HQVLQWKLV'&2$ RUWKH3URMHFW WKDW&LWL]HQVGHVLUHVWRDFFHSW&LWL]HQVVKDOOSURYLGH
6'* (ZLWKDFRS\RIWKHERQDILGHWKLUGSDUW\SXUFKDVHRIIHUZLWKLQILYH  %XVLQHVV'D\V
IROORZLQJVXFKUHFHLSW)RUDSHULRGRIGD\VIROORZLQJ6'* (¶VUHFHLSWRIWKHERQDILGH
WKLUGSDUW\SXUFKDVHRIIHU6'* (VKDOOKDYHWKHULJKWWRSXUFKDVHVXFKLQWHUHVWDVVHWIRUWKLQ
WKHRIIHURQWKHVDPHWHUPVDQGFRQGLWLRQVVHWIRUWKLQVXFKRIIHUDQGWRFRQGXFWGXHGLOLJHQFH
UHJDUGLQJWKHFRQWHPSODWHGSXUFKDVH,QWKHHYHQWWKDW6'* (HOHFWVWRH[HUFLVHLWVULJKW
6'* (DQG&LWL]HQVVKDOOFORVHWKHSXUFKDVHDQGVDOHRIWKHLQWHUHVWLQWKLV'&2$ DQGWKH
3URMHFW XSRQWKHWHUPVDQGFRQGLWLRQVFRQWDLQHGLQWKHRIIHU,QWKHHYHQWWKDW6'* (HOHFWV
QRWWRH[HUFLVHLWVULJKWDQGVXEMHFWWR6'* (¶VSULRUZULWWHQFRQVHQWXQGHU6HFWLRQ
DERYH&LWL]HQVVKDOOEHIUHHWRVHOOVXFKLQWHUHVWWRWKHWKLUGSDUW\WKDWPDGHWKHRIIHURQWHUPV
DQGFRQGLWLRQVQROHVVIDYRUDEOHWR&LWL]HQVWKDQWKRVHFRQWDLQHGLQWKHRIIHU,QWKHHYHQWWKDW
VXFKVDOHLVQRWFRQVXPPDWHGZLWKLQWZHOYH  PRQWKVIROORZLQJ6'* (¶VIDLOXUHWRH[HUFLVH
WKLVULJKWRIILUVWUHIXVDOWKHQ6'* (¶VULJKWRIILUVWUHIXVDOVKDOOEHUHYLYHGZLWKUHVSHFWWRVXFK
VDOH,QWKHHYHQWWKDWWKHUHLVDPDWHULDOUHYLVLRQLQDQ\RIIHULQIDYRURIDQ\SURVSHFWLYH
SXUFKDVHUWKHQ6'* (¶VULJKWRIILUVWUHIXVDOVKDOOEHUHYLYHGVRWKDW6'* (DJDLQKDVWKH
ULJKWRIILUVWUHIXVDOWRSXUFKDVHWKHLQWHUHVWLQWKLV'&2$ DQGWKH3URMHFW RQWKHUHYLVHGWHUPV
 &RQILGHQWLDOLW\'XULQJWKHWHUPRIWKLV'&2$DQGIRUDSHULRGRIWKUHH\HDUV
DIWHUWKHH[SLUDWLRQRUWHUPLQDWLRQRIWKLV'&2$WKH3DUWLHVVKDOONHHSFRQILGHQWLDODQ\
FRQILGHQWLDOLQIRUPDWLRQUHODWLQJWRWKH3URMHFWREWDLQHGIURPWKHRWKHU3DUWLHVDQGVKDOOUHIUDLQ
IURPXVLQJSXEOLVKLQJRUUHYHDOLQJVXFKFRQILGHQWLDOLQIRUPDWLRQZLWKRXWWKHSULRUZULWWHQ
FRQVHQWRIWKH3DUW\ZKRVHFRQILGHQWLDOLQIRUPDWLRQWKHGLVFORVLQJ3DUW\LVVHHNLQJWRGLVFORVH
XQOHVV D FRPSHOOHGWRGLVFORVHVXFKGRFXPHQWRULQIRUPDWLRQWRDVHFXULWLHVH[FKDQJHRUE\
MXGLFLDOUHJXODWRU\RUDGPLQLVWUDWLYHSURFHVVRURWKHUSURYLVLRQVRIODZ E VXFKGRFXPHQWRU
LQIRUPDWLRQLVJHQHUDOO\DYDLODEOHWRWKHSXEOLF F VXFKGRFXPHQWRULQIRUPDWLRQZDVDYDLODEOH
WRWKHGLVFORVLQJ3DUW\RQDQRQFRQILGHQWLDOEDVLV G VXFKGRFXPHQWRULQIRUPDWLRQZDV
DYDLODEOHWRWKHGLVFORVLQJ3DUW\RQDQRQFRQILGHQWLDOEDVLVIURPDWKLUGSDUW\SURYLGHGWKDWWKH
GLVFORVLQJ3DUW\GRHVQRWNQRZDQGE\UHDVRQDEOHHIIRUWFRXOGQRWNQRZWKDWVXFKWKLUGSDUW\LV
SURKLELWHGIURPWUDQVPLWWLQJWKHGRFXPHQWRULQIRUPDWLRQWRWKHUHFHLYLQJ3DUW\E\DFRQWUDFWXDO
OHJDORUILGXFLDU\REOLJDWLRQRU H VXFKGRFXPHQWRULQIRUPDWLRQLVQHFHVVDU\WRVXSSRUWDUDWH
FDVHRURWKHUUHJXODWRU\ILOLQJZLWKD*RYHUQPHQWDO$XWKRULW\SURYLGHGWKDWWKH3DUW\GLVFORVLQJ
VXFKGRFXPHQWRULQIRUPDWLRQPXVWPDNHUHDVRQDEOHHIIRUWVWRPDLQWDLQFRQILGHQWLDOLW\ZLWK
UHVSHFWWRDQ\SURSULHWDU\LQIRUPDWLRQ
 3XEOLF5HODWLRQV7KH3DUWLHVZLOOFRRSHUDWHLQJRRGIDLWKZLWKHDFKRWKHUDQGWR
WKHH[WHQWUHDVRQDEOHVHHNPXWXDODSSURYDOZLWKUHVSHFWWRDQ\SXEOLFDQQRXQFHPHQWVUHJDUGLQJ
&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQ¶VSDUWLFLSDWLRQLQWKH3URMHFW
 *RYHUQLQJ/DZ7KLV'&2$DQGWKHREOLJDWLRQVKHUHXQGHUVKDOOEHJRYHUQHGE\
WKH/DZVRIWKH6WDWHRI&DOLIRUQLDZLWKRXWUHJDUGWRSULQFLSOHVRIFRQIOLFWVRIODZ
 1R$PHQGPHQWVRU0RGLILFDWLRQV7KLV'&2$VKDOOQRWEHDPHQGHGPRGLILHG
WHUPLQDWHGGLVFKDUJHGRUVXSSOHPHQWHGQRUDQ\SURYLVLRQKHUHRIZDLYHGXQOHVVPXWXDOO\
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DJUHHGWRLQZULWLQJE\DOORIWKH3DUWLHV,IDQGWRWKHH[WHQWWKDWWKH&$,62$JUHHPHQWVDUH
DPHQGHGRUPRGLILHGVXFKWKDWD3DUW\RUWKH3DUWLHVFDQQRORQJHUFRPSO\ZLWKWKHWHUPVRIWKLV
'&2$WKH3DUWLHVVKDOOQHJRWLDWHLQJRRGIDLWKWRDPHQGRUPRGLI\WKLV'&2$WRHIIHFWXDWHWKH
VDPHLQWHQWDQGHVVHQWLDOSXUSRVHRIWKLV'&2$DVRIWKH(IIHFWLYH'DWHLQOLJKWRIWKH&$,62
$JUHHPHQWVDPHQGPHQWRUPRGLILFDWLRQ
 'HOD\DQG:DLYHU([FHSWDVRWKHUZLVHSURYLGHGLQWKLV'&2$QRGHOD\RU
RPLVVLRQWRH[HUFLVHDQ\ULJKWSRZHURUUHPHG\DFFUXLQJWRWKHUHVSHFWLYH3DUWLHVKHUHWRXSRQ
DQ\EUHDFKRUGHIDXOWRIDQ\RWKHU3DUW\XQGHUWKLV'&2$VKDOOLPSDLUDQ\VXFKULJKWSRZHURU
UHPHG\QRUVKDOOLWEHFRQVWUXHGWREHDZDLYHURIDQ\VXFKVLPLODUEUHDFKRUGHIDXOWWKHUHDIWHU
RFFXUULQJQRUVKDOODQ\ZDLYHURIDQ\VLQJOHEUHDFKRUGHIDXOWEHGHHPHGDZDLYHURIDQ\RWKHU
EUHDFKRUGHIDXOWWKHUHWRIRUHRUWKHUHDIWHURFFXUULQJ$Q\ZDLYHUSHUPLWFRQVHQWRUDSSURYDORI
DQ\NLQGRUFKDUDFWHURIDQ\EUHDFKRUGHIDXOWXQGHUWKLV'&2$RUDQ\ZDLYHURIDQ\SURYLVLRQ
RUFRQGLWLRQRIWKLV'&2$PXVWEHLQZULWLQJDQGVKDOOEHHIIHFWLYHRQO\WRWKHH[WHQW
VSHFLILFDOO\VHWIRUWKLQVXFKZULWLQJ
 (QWLUHW\7KLV'&2$FRQVWLWXWHVWKHHQWLUHDJUHHPHQWEHWZHHQWKH3DUWLHVKHUHWR
7KHUHDUHQRSULRURUFRQWHPSRUDQHRXVDJUHHPHQWVRUUHSUHVHQWDWLRQVDIIHFWLQJWKHVDPHVXEMHFW
PDWWHURWKHUWKDQWKRVHKHUHLQH[SUHVVHG6SHFLILFDOO\WKLV'&2$VXSHUVHGHVWKH/2,LQLWV
HQWLUHW\
 5HODWLRQVKLSRIWKH3DUWLHV([FHSWDVRWKHUZLVHVHWIRUWKKHUHLQWKLV'&2$VKDOO
QRWPDNHDQ\RIWKH3DUWLHVSDUWQHUVRUMRLQWYHQWXUHUVRQHZLWKWKHRWKHUQRUPDNHDQ\WKHDJHQW
RIWKHRWKHUV([FHSWDVRWKHUZLVHH[SOLFLWO\VHWIRUWKKHUHLQQR3DUW\VKDOOKDYHDQ\ULJKW
SRZHURUDXWKRULW\WRHQWHULQWRDQ\DJUHHPHQWRUXQGHUWDNLQJIRURUDFWRQEHKDOIRIRUWRDFWDV
RUEHDQDJHQWRUUHSUHVHQWDWLYHRIRUWRRWKHUZLVHELQGWKHRWKHU3DUW\1RWZLWKVWDQGLQJ
DQ\WKLQJWRWKHFRQWUDU\QRILGXFLDU\GXW\RUILGXFLDU\UHODWLRQVKLSVKDOOH[LVWEHWZHHQWKH
3DUWLHV
 *RRG)DLWK,QFDUU\LQJRXWLWVREOLJDWLRQVDQGGXWLHVXQGHUWKLV'&2$HDFK
3DUW\VKDOOKDYHDQLPSOLHGREOLJDWLRQRIJRRGIDLWK
 6XFFHVVRUVDQG$VVLJQV7KLV'&2$VKDOOLQXUHWRWKHEHQHILWRIDQGEHELQGLQJ
XSRQWKH3DUWLHVKHUHWRDQGWKHLUUHVSHFWLYHVXFFHVVRUVDQGSHUPLWWHGDVVLJQV
 7KLUG3DUWLHV7KLV'&2$LVLQWHQGHGVROHO\IRUWKHEHQHILWRIWKH3DUWLHV
1RWKLQJLQWKLV'&2$VKDOOEHFRQVWUXHGWRFUHDWHDQ\GXW\RUOLDELOLW\WRRUVWDQGDUGRIFDUH
ZLWKUHIHUHQFHWRDQ\3HUVRQRWKHUWKDQWKH3DUWLHV
 +HDGLQJV7KHKHDGLQJVFRQWDLQHGLQWKLV'&2$DUHVROHO\IRUWKHFRQYHQLHQFH
RIWKH3DUWLHVDQGVKRXOGQRWEHXVHGRUUHOLHGXSRQLQDQ\PDQQHULQWKHFRQVWUXFWLRQRU
LQWHUSUHWDWLRQRIWKLV'&2$
 &RXQWHUSDUWV7KLV'&2$PD\EHH[HFXWHGLQRQHRUPRUHFRXQWHUSDUWVHDFKRI
ZKLFKVKDOOEHGHHPHGDQRULJLQDO
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 7LPHLVRIWKH(VVHQFH(DFKRIWKH3DUWLHVDFNQRZOHGJHVWKDWWLPHO\
DFKLHYHPHQWRIFRPPHUFLDORSHUDWLRQRIWKH3URMHFWLVHVVHQWLDODQGWKHUHIRUHWLPHLVRIWKH
HVVHQFHLQSHUIRUPLQJDOOREOLJDWLRQVVHWIRUWKKHUHLQ
>Signature page follows@
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([KLELW$
)2502)75$16)(5&$3$%,/,7</($6(



BBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBB

75$16)(5&$3$%,/,7</($6(
%<$1'%(7:((1

6$1',(*2*$6 (/(&75,&&203$1<
$1'

&,7,=(166<&$025(3(1$648,72675$160,66,21//&

'$7('$62)>1RWHWRIRUPLQVHUWGDWHRIH[HFXWLRQ@

6<&$025(3(1$648,726.,/292/775$160,66,21/,1(352-(&7
81'(5*5281'6(*0(17%

BBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBB
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7$%/(2)&217(176

$57,&/(,


$57,&/(,,


$57,&/(,,,







$57,&/(,9



$57,&/(9



$57,&/(9,



$57,&/(9,,



'(),1,7,21658/(62),17(535(7$7,21
'HILQLWLRQV
5XOHVRI,QWHUSUHWDWLRQ
/($6(7(50
/HDVH
7HUP
&203/(7,212)&216758&7,2183*5$'(6$1'
5(3$,5623(5$7,21$1'0$,17(1$1&(
,17(5&211(&7,21
&RPSOHWLRQRI&RQVWUXFWLRQ
2SHUDWLRQDQG0DLQWHQDQFH
)XWXUH8SJUDGHV,QFUHDVHVLQ7UDQVIHU&DSDELOLW\
)XWXUH5HSODFHPHQWDQG5HQHZDO1R,QFUHDVHVLQ7UDQVIHU
&DSDELOLW\
$GMXVWPHQWRI&LWL]HQV3HUFHQWDJH,QWHUHVW
,QWHUFRQQHFWLRQ)DFLOLWLHV
5(175$7(5(&29(5<
5HQW
5HJXODWLRQRI&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQ¶V
5DWHV
&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQ¶V&RVW5HFRYHU\
0HWKRGRORJ\
0((7,1*627+(5$*5((0(176
0HHWLQJV
6'* (&RYHQDQWV
&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQ&RYHQDQWV
(9(1762)'()$8/75(0(',(6
(YHQWVRI'HIDXOW
5HPHGLHV
/LPLWDWLRQRQ/LDELOLW\
5(35(6(17$7,216$1':$55$17,(6

L
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$57,&/(9,,,



$57,&/(,;


$57,&/(;



$57,&/(;,




$57,&/(;,,





$57,&/(;,,,
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6'* (
&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQ
7$;(6$1'$66(660(176
3URSHUW\7D[HV
6HFWLRQ5HQWDO$JUHHPHQW
7D[%HQHILWV
,1685$1&(,1'(01,7<
,QVXUDQFH
,QGHPQLW\
&$68$/7<&21'(01$7,21)25&(0$-(85(
&RQGHPQDWLRQ
&DVXDOW\
)RUFH0DMHXUH
$66,*10(17$1'68%/(77,1*
1R6XEOHW
$VVLJQPHQW
)RUPRI&ROODWHUDO$VVLJQPHQW
5LJKWRI)LUVW5HIXVDO
',6387(5(62/87,21
,QWHQWRIWKH3DUWLHV
0DQDJHPHQW1HJRWLDWLRQV
$UELWUDWLRQ
(QIRUFHPHQWRI$ZDUG
3HUIRUPDQFHGXULQJ$UELWUDWLRQ
0,6&(//$1(286
1RWLFHV
&RQILGHQWLDOLW\
3XEOLF5HODWLRQV
*RYHUQLQJ/DZ
1R$PHQGPHQWVRU0RGLILFDWLRQV
'HOD\DQG:DLYHU
(QWLUHW\&RQIOLFWV
5HODWLRQVKLSRIWKH3DUWLHV
*RRG)DLWK
6XFFHVVRUVDQG$VVLJQV
7KLUG3DUWLHV
LL
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+HDGLQJV
&RQVWUXFWLRQRI/HDVH
&RXQWHUSDUWV
0HPRUDQGXP
6XERUGLQDWHWR6'* (,QGHQWXUH

LLL
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7$%/(2)6&+('8/(6$1'(;+,%,76


6&+('8/(352-(&7',$*5$0
(;+,%,7$02'(/)256'* (5(35(6(17$7,9(5$7(
(;+,%,7%$&&58$/2)35(3$,'5(17
(;+,%,7&/2&$/)851,6+,1*%21'(1&80%5$1&(6
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75$16)(5&$3$%,/,7</($6(
7KLV75$16)(5&$3$%,/,7</($6( WKLV³/HDVH´ LVPDGHDQGHQWHUHGLQWRDVRI
>Note to form:insert date of execution@ WKH³(IIHFWLYH'DWH´ E\DQGEHWZHHQ6DQ'LHJR*DV 
(OHFWULF&RPSDQ\D&DOLIRUQLDFRUSRUDWLRQ ³6'* (´ DQG&LWL]HQV6\FDPRUH3HQDVTXLWRV
7UDQVPLVVLRQ//&D'HODZDUHOLPLWHGOLDELOLW\FRPSDQ\ ³&LWL]HQV6\FDPRUH3HQDVTXLWRV
7UDQVPLVVLRQ´ DQGDZKROO\RZQHGVXEVLGLDU\RI&LWL]HQV(QHUJ\&RUSRUDWLRQD0DVVDFKXVHWWV
QRQSURILWFRUSRUDWLRQ ³&LWL]HQV(QHUJ\´ (DFKRI6'* (DQG&LWL]HQV6\FDPRUH
3HQDVTXLWRV7UDQVPLVVLRQVKDOOEHUHIHUUHGWRKHUHLQLQGLYLGXDOO\DVD³3DUW\´DQGFROOHFWLYHO\DV
WKH³3DUWLHV´
5(&,7$/6
$

6'* (KDVEHHQGHYHORSLQJDWUDQVPLVVLRQSURMHFWNQRZQDVWKH6\FDPRUH
3HQDVTXLWRV.LORYROW7UDQVPLVVLRQ/LQH3URMHFWWRFRQQHFWWKH6\FDPRUH&DQ\RQ
6XEVWDWLRQWRWKH3HQDVTXLWRV6XEVWDWLRQLQLWVVHUYLFHWHUULWRU\ DVPRUHIXOO\GHILQHG
KHUHLQWKH³3URMHFW´ 
% 2Q1RYHPEHU6'* (DQG&LWL]HQV(QHUJ\HQWHUHGLQWRD'HYHORSPHQW
&RRUGLQDWLRQDQG2SWLRQ$JUHHPHQW WKH³'&2$´ SXUVXDQWWRZKLFK6'* (
ZRXOGGHYHORSGHVLJQSHUPLWHQJLQHHUSURFXUHFRQVWUXFWDQGRZQWKH3URMHFW
DQG&LWL]HQV(QHUJ\KDGDQRSWLRQ WKH³2SWLRQ´ WROHDVHFHUWDLQLQWHUHVWVRU
HQWLWOHPHQWVLQWKH3URMHFWSXUVXDQWWRDIRUPRIOHDVHVXEVWDQWLDOO\VLPLODUWRWKLV
/HDVHDQG6'* (DQG&LWL]HQV(QHUJ\DJUHHGDPRQJRWKHUWKLQJVVHWIRUWKLQ
WKLV/HDVHWRSURYLGHWKDW&LWL]HQV(QHUJ\RU&LWL]HQV6\FDPRUH3HQDVTXLWRV
7UDQVPLVVLRQFRXOGOHDVHFHUWDLQLQWHUHVWVRUHQWLWOHPHQWVLQWKH3URMHFWLIWKH
2SWLRQZDVH[HUFLVHGDQGWRSURYLGHWKDW&LWL]HQV6\FDPRUH3HQDVTXLWRV
7UDQVPLVVLRQLVDXWKRUL]HGWRH[HUFLVHWKH2SWLRQDQGH[HFXWHWKLV/HDVH

&

3XUVXDQWWRWKH&$,62$JUHHPHQWV DVGHILQHGEHORZ &$,62DVVXPHGRSHUDWLRQDO
FRQWURORIWKH3URMHFWXSRQLWVFRPSOHWLRQ

'

2Q>Note to form: insert date of exercise@&LWL]HQV6\FDPRUH3HQDVTXLWRV
7UDQVPLVVLRQQRWLILHG6'* (WKDW&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQKDG
H[HUFLVHGWKH2SWLRQ

(

7KH3DUWLHVGHVLUHWRHQWHULQWRWKLV/HDVHWRDPRQJRWKHUWKLQJVVHWIRUWKWKHWHUPV
SXUVXDQWWRZKLFK&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQZLOOOHDVHIURP
6'* (DSRUWLRQRIWKHWUDQVIHUFDSDELOLW\RIDSRUWLRQRIWKH3URMHFWDOODVPRUH
SDUWLFXODUO\VHWIRUWKKHUHLQ
12:7+(5()25(WKH3DUWLHVDJUHHDVIROORZV

$57,&/(,

'(),1,7,21658/(62),17(535(7$7,21

 'HILQLWLRQV$VXVHGLQWKLV/HDVHWKHIROORZLQJWHUPVVKDOOKDYHWKHIROORZLQJ
PHDQLQJVXQOHVVRWKHUZLVHVWDWHGRUWKHFRQWH[WRWKHUZLVHUHTXLUHV
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³$GGLWLRQDO5HQW´VKDOOKDYHWKHPHDQLQJVHWIRUWKLQ6HFWLRQ
³$)8'&´UHIHUVWRDQ$OORZDQFHIRU)XQGV8VHG'XULQJ&RQVWUXFWLRQUHFRJQL]LQJWKH
FRVWWR6'* (RIILQDQFLQJWKHGHYHORSPHQWGHVLJQSHUPLWWLQJHQJLQHHULQJSURFXUHPHQWDQG
FRQVWUXFWLRQRIWKH3URMHFW
³$SSHQGL[>=@´PHDQV$SSHQGL[>=@RI6'* (¶VFXUUHQWO\HIIHFWLYH7UDQVPLVVLRQ
2ZQHU7DULII )(5&'RFNHW1R>Note to form: insert applicable number on execution date@ 
ZKLFKZDVDFFHSWHGIRUILOLQJE\)(5&RQ>Note to form: insert applicable date on execution
date@DVDPHQGHGPRGLILHGRUVXSSOHPHQWHGIURPWLPHWRWLPH
³$SSOLFDEOH3RUWLRQRI3URSHUW\7D[HV´PHDQVIRUDQ\SHULRG L LIWKH3URSHUW\7D[HV
RQWKH8QGHUJURXQG6HJPHQW%DUHDVVHVVHGDJDLQVW6'* (DQGQR3URSHUW\7D[HVDUHDVVHVVHG
RQWKH&LWL]HQV7UDQVIHU&DSDELOLW\DJDLQVW&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQWKH
DJJUHJDWHDPRXQWRIDQ\3URSHUW\7D[HVLQVXFKSHULRGPXOWLSOLHGE\WKH&LWL]HQV3HUFHQWDJH
,QWHUHVWIRUVXFKSHULRGDQG LL LIWKH3URSHUW\7D[HVRQWKH8QGHUJURXQG6HJPHQW%DUH
DVVHVVHGDJDLQVWERWK6'* (DQG&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQWKHDJJUHJDWH
DPRXQWRIVXFK3URSHUW\7D[HVWKDWDUHGLUHFWO\DWWULEXWDEOHWRWKH&LWL]HQV7UDQVIHU&DSDELOLW\LQ
VXFKSHULRG7KH3DUWLHVDJUHHWKDWWRWKHEHVWRIWKHLUNQRZOHGJH$SSHQGL[>=@LQHIIHFWDVRI
WKH(IIHFWLYH'DWHGHILQHVDQDOORFDWLRQRI3URSHUW\7D[HVWR&LWL]HQV6\FDPRUH3HQDVTXLWRV
7UDQVPLVVLRQLQDPDQQHUWKDWDVRIWKHGDWHKHUHRILVFRQVLVWHQWZLWKWKLVGHILQLWLRQRI
$SSOLFDEOH3RUWLRQRI3URSHUW\7D[HV
³$SSOLFDEOH5HOLDELOLW\6WDQGDUG´PHDQVUHOLDELOLW\VWDQGDUGVHVWDEOLVKHGE\WKH:HVWHUQ
(OHFWULFLW\&RRUGLQDWLQJ&RXQFLODQGUHOLDELOLW\VWDQGDUGVDSSURYHGE\)(5&XQGHU6HFWLRQ
RIWKH)HGHUDO3RZHU$FWWRSURYLGHIRUUHOLDEOHRSHUDWLRQRIWKHEXONSRZHUV\VWHP
³%DODQFLQJ$XWKRULW\´PHDQVWKHUHVSRQVLEOHHQWLW\WKDWLQWHJUDWHVUHVRXUFHSODQVDKHDG
RIWLPHPDLQWDLQVORDGLQWHUFKDQJHJHQHUDWLRQEDODQFHZLWKLQD%DODQFLQJ$XWKRULW\$UHDDQG
VXSSRUWVLQWHUFRQQHFWLRQIUHTXHQF\LQUHDOWLPH
³%DODQFLQJ$XWKRULW\$UHD´PHDQVDQHOHFWULFSRZHUV\VWHPRUFRPELQDWLRQRIHOHFWULF
SRZHUV\VWHPVWRZKLFKDFRPPRQDXWRPDWLFJHQHUDWLRQFRQWUROVFKHPHLVDSSOLHGLQRUGHUWR
L PDWFKDWDOOWLPHVWKHSRZHURXWSXWRIWKHJHQHUDWRUVZLWKLQWKHHOHFWULFSRZHUV\VWHP V DQG
FDSDFLW\DQGHQHUJ\SXUFKDVHGIURPHQWLWLHVRXWVLGHWKHHOHFWULFSRZHUV\VWHP V ZLWKWKHORDG
ZLWKLQWKHHOHFWULFSRZHUV\VWHP V  LL PDLQWDLQVFKHGXOHGLQWHUFKDQJHZLWKRWKHU%DODQFLQJ
$XWKRULW\$UHDVZLWKLQWKHOLPLWVRI*RRG8WLOLW\3UDFWLFH LLL PDLQWDLQWKHIUHTXHQF\RIWKH
HOHFWULFSRZHUV\VWHP V ZLWKLQUHDVRQDEOHOLPLWVLQDFFRUGDQFHZLWK*RRG8WLOLW\3UDFWLFHDQG
LY SURYLGHVXIILFLHQWJHQHUDWLQJFDSDFLW\WRPDLQWDLQRSHUDWLQJUHVHUYHVLQDFFRUGDQFHZLWK
*RRG8WLOLW\3UDFWLFH
³%XVLQHVV'D\´PHDQVDQ\GD\H[FHSW6DWXUGD\6XQGD\RUDZHHNGD\RQZKLFK
FRPPHUFLDOEDQNVLQ1HZ<RUN&LW\1HZ<RUNRU6DQ'LHJR&DOLIRUQLDDUHUHTXLUHGRU
DXWKRUL]HGWREHFORVHG
³&$,62´PHDQVWKH&DOLIRUQLD,QGHSHQGHQW6\VWHP2SHUDWRU&RUSRUDWLRQRULWV
VXFFHVVRUV
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³&$,62$JUHHPHQWV´PHDQVWKHHOHFWULFWDULIIDWDQ\WLPHILOHGZLWK)(5&E\WKH
&$,62 RUDQ\VXFFHVVRU6\VWHP2SHUDWRU DQGDQ\RWKHUDSSOLFDEOH&$,62 RUDQ\VXFFHVVRU
6\VWHP2SHUDWRU DJUHHPHQWVWDULIIVPDQXDOVSURWRFROVRUUXOHVVHWWLQJIRUWKWKHULJKWVDQG
REOLJDWLRQVRI3HUVRQVZLWKUHVSHFWWRWKH&$,62 RUDQ\VXFFHVVRU6\VWHP2SHUDWRU FRQWUROOHG
JULGRUDQ\VXFFHVVRUHOHFWULFWDULIIDWDQ\WLPHILOHGZLWK)(5&VHWWLQJIRUWKWKHULJKWVDQG
REOLJDWLRQVRI3HUVRQVZLWKUHVSHFWWR6'* (¶VWUDQVPLVVLRQV\VWHP
³&$,62(OLJLEOH&XVWRPHU´PHDQVDQ³(OLJLEOH&XVWRPHU´DVGHILQHGLQWKH&$,62
$JUHHPHQWVRUDQ\RWKHUVXFFHVVRUFXVWRPHUZKRLVHOLJLEOHWRREWDLQWUDQVPLVVLRQVHUYLFH
SXUVXDQWWRWKH&$,62$JUHHPHQWV
³&LWL]HQV3HUFHQWDJH,QWHUHVW´PHDQVWKHSHUFHQWDJHHTXDOWRWKHUDWLRRIWKHDPRXQWRI
WKH3UHSDLG5HQWGLYLGHGE\WKHDJJUHJDWHRIDOOFRVWVLQFXUUHGE\6'* (WRGHYHORSGHVLJQ
SHUPLWHQJLQHHUDQGFRQVWUXFWWKH8QGHUJURXQG6HJPHQW%LQFOXGLQJ$)8'&DQGSD\PHQWV
PDGHXQGHUFRQVWUXFWLRQFRQWUDFWVIRUZRUNWREHFRPSOHWHGDIWHUWKH(IIHFWLYH'DWHRIWKH
7UDQVIHU&DSDELOLW\/HDVHVXEMHFWWRDGMXVWPHQWSXUVXDQWWR6HFWLRQ
³&LWL]HQV6KDUHRI2 0&RVWV´VKDOOKDYHWKHPHDQLQJVHWIRUWKLQ6HFWLRQ
³&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQ´KDVWKHPHDQLQJVHWIRUWKLQWKH
LQWURGXFWRU\SDUDJUDSKKHUHWR
³&LWL]HQV7UDQVIHU&DSDELOLW\´PHDQVWKH&LWL]HQV3HUFHQWDJH,QWHUHVWRIWKH7UDQVIHU
&DSDELOLW\RQWKH8QGHUJURXQG6HJPHQW%
³&RPPHQFHPHQW'DWH´VKDOOKDYHWKHPHDQLQJVHWIRUWKLQ6HFWLRQ
³&RPPHUFLDO2SHUDWLRQ'DWH´DQG³&2'´PHDQVWKHGDWHRQZKLFKWKH3URMHFWEHJLQV
FRPPHUFLDORSHUDWLRQDQG2SHUDWLRQDO&RQWURORIWKH3URMHFWKDVEHHQWUDQVIHUUHGWRDQG
DFFHSWHGE\WKH6\VWHP2SHUDWRULQDFFRUGDQFHZLWKWKHWHUPVRIWKH&$,62$JUHHPHQWV
³&RVWVRI7UDQVIHU&DSDELOLW\´VKDOOKDYHWKHPHDQLQJVHWIRUWKLQ6HFWLRQ D 
³&3&1$SSOLFDWLRQ´PHDQVWKH$SULODSSOLFDWLRQWRWKH&38&IRUWKHFHUWLILFDWH
RISXEOLFFRQYHQLHQFHDQGQHFHVVLW\IRUWKH3URMHFW LQFOXGLQJWKH³3URSRQHQW¶V(QYLURQPHQWDO
$VVHVVPHQW´ DQGDOOVFKHGXOHVH[KLELWVDWWDFKPHQWVDQGDSSHQGLFHVWKHUHWRILOHGRQ$SULO

³&3&1'HFLVLRQ´PHDQVWKH³'HFLVLRQ*UDQWLQJD&HUWLILFDWHRI3XEOLF&RQYHQLHQFHDQG
1HFHVVLW\IRUWKH6\FDPRUH3HQDVTXLWRV.97UDQVPLVVLRQ/LQH3URMHFW´DQGDOODWWDFKPHQWV
WKHUHWRLVVXHGE\WKH&38&RQ2FWREHU
³&38&´PHDQVWKH&DOLIRUQLD3XEOLF8WLOLWLHV&RPPLVVLRQ
³'&2$´KDVWKHPHDQLQJVHWIRUWKLQWKHUHFLWDOVKHUHWR
³'HIDXOWLQJ3DUW\´VKDOOKDYHWKHPHDQLQJVHWIRUWKLQ6HFWLRQ





Attachment PFS-1
Page 123 of 165

Exhibit CEC-3
Page 34 of 73


³(IIHFWLYH'DWH´KDVWKHPHDQLQJVHWIRUWKLQWKHLQWURGXFWRU\SDUDJUDSKKHUHWR
³(YHQWRI'HIDXOW´KDVWKHPHDQLQJVHWIRUWKLQ6HFWLRQ
³([SHQVHV´KDVWKHPHDQLQJVHWIRUWKLQ6HFWLRQ E 
³)(5&´PHDQVWKH)HGHUDO(QHUJ\5HJXODWRU\&RPPLVVLRQ
³)LQDO(,5´PHDQVWKH)LQDO(QYLURQPHQWDO,PSDFW5HSRUWDQGDOODGGHQGXPV
VFKHGXOHVH[KLELWVDWWDFKPHQWVDQGDSSHQGLFHVWKHUHWRSUHSDUHGE\WKH&38&DVFHUWLILHGE\
WKH&38&DQGGHILQHGLQWKH&3&1'HFLVLRQ
³)LQDQFLQJ&RVWV´VKDOOKDYHWKHPHDQLQJVHWIRUWKLQ6HFWLRQ D 
³)RUFH0DMHXUH´PHDQVDQHYHQWRUFLUFXPVWDQFHWKDWSUHYHQWVRQH3DUW\IURP
SHUIRUPLQJLWVREOLJDWLRQVKHUHXQGHUZKLFKHYHQWRUFLUFXPVWDQFHZDVQRWIRUHVHHQDVRIWKH
GDWHWKH'&2$ZDVHQWHUHGLQWRZKLFKLVQRWZLWKLQWKHFRQWURORIRUWKHUHVXOWRIWKH
QHJOLJHQFHRIWKHDIIHFWHG3DUW\DQGZKLFKE\WKHH[HUFLVHRIGXHGLOLJHQFHWKH3DUW\LVXQDEOH
WRPLWLJDWHRUDYRLGRUFDXVHWREHDYRLGHGLQFOXGLQJEXWQRWOLPLWHGWR EXWRQO\WRWKHH[WHQW
WKDWWKHIROORZLQJH[DPSOHVVDWLVI\VXFKGHILQLWLRQ  D DFWVRI*RGVXFKDVGURXJKWVIORRGV
HDUWKTXDNHVDQGSHVWLOHQFH E ILUHVH[SORVLRQVDQGDFFLGHQWV F ZDU GHFODUHGRUXQGHFODUHG 
ULRWVLQVXUUHFWLRQUHEHOOLRQDFWVRIWKHSXEOLFHQHP\DFWVRIWHUURULVPDQGVDERWDJHEORFNDGHV
DQGHPEDUJRHV G VWRUPVDQGRWKHUFOLPDWLFDQGZHDWKHUFRQGLWLRQVWKDWDUHDEQRUPDOO\VHYHUH
IRUWKHSHULRGRIWLPHZKHQDQGWKHDUHDZKHUHVXFKVWRUPVRUFRQGLWLRQVRFFXULQFOXGLQJ
W\SKRRQVKXUULFDQHVWRUQDGRHVDQGOLJKWQLQJ H VWULNHVRURWKHUODERUGLVWXUEDQFHV I FKDQJHV
LQSHUPLWVIURP*RYHUQPHQWDO$XWKRULWLHVRUWKHFRQGLWLRQVLPSRVHGWKHUHXQGHURUWKHIDLOXUHWR
UHQHZVXFKSHUPLWVQRWGXHWRWKHIDLOXUHRIWKHDIIHFWHG3DUW\WRWLPHO\VXEPLWDSSOLFDWLRQVDQG
J WKHHQDFWPHQWDGRSWLRQSURPXOJDWLRQPRGLILFDWLRQRUUHSHDODIWHUWKHGDWHKHUHRIRIDQ\
DSSOLFDEOHODZ1RWZLWKVWDQGLQJWKHIRUHJRLQJXQGHUQRFLUFXPVWDQFHVKDOODQHYHQWRI)RUFH
0DMHXUHEHEDVHGRQ L FKDQJHVLQPDUNHWFRQGLWLRQVRUWKHHFRQRPLFKHDOWKRID3DUW\ LL WKH
DIIHFWHG3DUW\¶VIDLOXUHWRWLPHO\VHHNWRREWDLQPRGLI\DPHQGRUH[WHQGSHUPLWVDSSURYDOVRU
RWKHUUHTXLUHGDFWLRQIURPDQ\*RYHUQPHQWDO$XWKRULW\ LLL DQ\DFWLRQRULQDFWLRQE\WKHERDUG
RIGLUHFWRUVRID3DUW\WRWKHH[WHQWWKDWVXFK3DUW\LVVHHNLQJWRH[FXVHLWVIDLOXUHWRSHUIRUPDV
DQHYHQWRI)RUFH0DMHXUHDQGRU LY DQ\IDLOXUHWRPDNHSD\PHQWV
³*RRG8WLOLW\3UDFWLFH´PHDQVDQ\RIWKHSUDFWLFHVPHWKRGVDQGDFWVHQJDJHGLQRU
DSSURYHGE\DVLJQLILFDQWSRUWLRQRIWKHHOHFWULFXWLOLW\LQGXVWU\GXULQJWKHUHOHYDQWWLPHSHULRG
RUDQ\RIWKHSUDFWLFHVPHWKRGVDQGDFWVZKLFKLQWKHH[HUFLVHRIUHDVRQDEOHMXGJPHQWLQOLJKW
RIWKHIDFWVNQRZQDWWKHWLPHWKHGHFLVLRQZDVPDGHFRXOGKDYHEHHQH[SHFWHGWRDFFRPSOLVK
WKHGHVLUHGUHVXOWDWDUHDVRQDEOHFRVWFRQVLVWHQWZLWKJRRGEXVLQHVVSUDFWLFHVUHOLDELOLW\VDIHW\
DQGH[SHGLWLRQ*RRG8WLOLW\3UDFWLFHLVQRWOLPLWHGWRWKHRSWLPXPSUDFWLFHPHWKRGRUDFWWR
WKHH[FOXVLRQRIDOORWKHUVEXWUDWKHUWRWKHDFFHSWDEOHSUDFWLFHVPHWKRGVRUDFWVJHQHUDOO\
DFFHSWHGLQWKHUHJLRQLQFOXGLQJWKRVHSUDFWLFHVUHTXLUHGE\6HFWLRQ D  RIWKH)HGHUDO
3RZHU$FW
³*RYHUQPHQWDO$XWKRULW\´PHDQVDQ\IHGHUDOVWDWHORFDOWHUULWRULDORUPXQLFLSDO
JRYHUQPHQWDQGDQ\GHSDUWPHQWFRPPLVVLRQERDUGEXUHDXDJHQF\LQVWUXPHQWDOLW\MXGLFLDORU
DGPLQLVWUDWLYHERG\WKHUHRI
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³/HDVH´KDVWKHPHDQLQJVHWIRUWKLQWKHLQWURGXFWRU\SDUDJUDSKKHUHWR
³/RFDO)XUQLVKLQJ%RQG(QFXPEUDQFHV´PHDQVWKRVHOHJDOUHVWULFWLRQVRUFRQWUDFWXDO
FRYHQDQWVELQGLQJRQ6'* (DQGWKHRSHUDWLRQRI6'* (¶VWUDQVPLVVLRQOLQHVDQGDVVRFLDWHG
IDFLOLWLHVDULVLQJRXWRIRUUHODWHGWRLWV/RFDO)XUQLVKLQJ%RQGVDVVXFKOHJDOUHVWULFWLRQVRU
FRQWUDFWXDOFRYHQDQWVPD\EHDPHQGHGPRGLILHGRUVXSSOHPHQWHGIURPWLPHWRWLPHSXUVXDQWWR
DSSOLFDEOHODZ$VRIWKH(IIHFWLYH'DWHWKH/RFDO)XUQLVKLQJ%RQG(QFXPEUDQFHVDUH
VXPPDUL]HGLQ([KLELW&
³0HPRUDQGXP´KDVWKHPHDQLQJVHWIRUWKLQ6HFWLRQ
³1HW$IWHU7D[&DVK)ORZ´KDVWKHPHDQLQJVHWIRUWKLQ6HFWLRQ D 
³1RWLFH´PHDQVDZULWWHQQRWLFHGHOLYHUHGLQDFFRUGDQFHZLWK6HFWLRQ
³2SHUDWLRQDO&RQWURO´PHDQVWKHULJKWVRIWKH%DODQFLQJ$XWKRULW\WRGLUHFWWKHRSHUDWLRQ
RIWUDQVPLVVLRQIDFLOLWLHVDQGRWKHUHOHFWULFSODQWLQWKH%DODQFLQJ$XWKRULW\$UHDDIIHFWLQJWKH
UHOLDELOLW\RIWKRVHIDFLOLWLHVIRUWKHSXUSRVHRIDIIRUGLQJFRPSDUDEOHQRQGLVFULPLQDWRU\
WUDQVPLVVLRQDFFHVVDQGPHHWLQJ$SSOLFDEOH5HOLDELOLW\6WDQGDUGV
³2SWLRQ´KDVWKHPHDQLQJVHWIRUWKLQWKHUHFLWDOVKHUHWR
³3DUWLHV´DQG³3DUW\´KDYHWKHPHDQLQJVVHWIRUWKLQWKHLQWURGXFWRU\SDUDJUDSKKHUHWR
³3HUFHQWDJH,QWHUHVW´PHDQVWKH&LWL]HQV3HUFHQWDJH,QWHUHVWRUWKH6'* (3HUFHQWDJH
,QWHUHVWDVDSSOLFDEOH
³3HUVRQ´PHDQVDQ\LQGLYLGXDOFRUSRUDWLRQSDUWQHUVKLSOLPLWHGOLDELOLW\FRPSDQ\MRLQW
YHQWXUHWUXVWXQLQFRUSRUDWHGRUJDQL]DWLRQRU*RYHUQPHQWDO$XWKRULW\
³3HUVRQDO3URSHUW\7D[HV´PHDQVDOOWD[HVDVVHVVPHQWVOLFHQVHIHHVDQGRWKHU
JRYHUQPHQWDOFKDUJHVWKDWDUHOHYLHGDQGDVVHVVHGGXULQJWKH7HUPDJDLQVWSHUVRQDOSURSHUW\
IL[WXUHVDQGHTXLSPHQWDQGWKDWDUHDWWULEXWDEOHWRWKH8QGHUJURXQG6HJPHQW%
³3UHSDLG5HQW´VKDOOKDYHWKHPHDQLQJVHWIRUWKLQ6HFWLRQ
³3URMHFW´PHDQVWKH6\FDPRUH3HQDVTXLWRV.LORYROW7UDQVPLVVLRQ/LQH3URMHFW
FRQVWUXFWHGDQGRZQHGE\6'* (DQGUHDVRQDEOHDOWHUDWLRQVWKHUHWRDVJHQHUDOO\GHSLFWHGLQ
6FKHGXOH)RUSXUSRVHVKHUHRIWKH3URMHFWLVGLYLGHGLQWRWKHIROORZLQJFRPSRQHQWV
6HJPHQW$FRQVLVWLQJRIDQRYHUKHDGDOLJQPHQWUXQQLQJEHWZHHQ6\FDPRUH&DQ\RQ6XEVWDWLRQ
DQG6WRQHFURIW7UDLOZLWKLQDQH[LVWLQJ6'* (ULJKWRIZD\ 52: 6HJPHQW%FRQVLVWLQJRI
WKHWUDQVPLVVLRQOLQHWUDQVLWLRQLQJIURPDQRYHUKHDGSRVLWLRQLQWRDQXQGHUJURXQGGXFWEDQNWKDW
ZLOOWUDYHOZHVWHUO\DORQJ3RPHUDGR5RDGFURVV,QWHUVWDWHWKHQFRQWLQXHDORQJYDULRXV
VHFRQGDU\URDGVWKURXJKWKHFRPPHUFLDODUHDRI0LUD0HVDEHIRUHWUDQVLWLRQLQJEDFNWRDQ
RYHUKHDGSRVLWLRQZLWKLQDQH[LVWLQJ6'* (52:DORQJWKHHDVWVLGHRI,QWHUVWDWH+LJKZD\
DW&DUUROO5RDG&DUUROO&DQ\RQ5RDGDVPRUHIXOO\GHVFULEHGLQWKHGHILQLWLRQRI
³8QGHUJURXQG6HJPHQW%´EHORZDQG6HJPHQW&FRQVLVWLQJRIDQRYHUKHDGDOLJQPHQWRQ
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H[LVWLQJN9VWHHOSROHVZLWKLQWKHH[LVWLQJ52:KHDGLQJQRUWKZDUGLQWRWKH3HxDVTXLWRV
6XEVWDWLRQDVJHQHUDOO\GHSLFWHGLQ6FKHGXOH
³3URSHUW\7D[HV´PHDQVDOO5HDO3URSHUW\7D[HVDQGDOO3HUVRQDO3URSHUW\7D[HV
³372´PHDQVD3DUWLFLSDWLQJ7UDQVPLVVLRQ2ZQHUDVGHILQHGLQWKH&$,62$JUHHPHQWV
³5HDO3URSHUW\7D[HV´PHDQVDOOUHDOSURSHUW\JHQHUDODQGVSHFLDOWD[HVDQGDVVHVVPHQWV
WKDWDUHOHYLHGDQGDVVHVVHGDJDLQVWODQGDQGLPSURYHPHQWVDQGWKDWDUHDWWULEXWDEOHWRWKH
8QGHUJURXQG6HJPHQW%LQFOXGLQJZLWKRXWOLPLWDWLRQUHDOSURSHUW\DVVHVVPHQWVDQGWD[HVZDWHU
DQGVHZHUDQGRWKHUVLPLODUJRYHUQPHQWDOFKDUJHVOHYLHGXSRQRUDWWULEXWDEOHWRWKH
8QGHUJURXQG6HJPHQW%DVVHVVPHQWVRUFKDUJHVOHYLHGXSRQRUDWWULEXWDEOHWRWKH8QGHUJURXQG
6HJPHQW%E\DQ\UHGHYHORSPHQWDJHQF\DQGDQ\WD[DWWULEXWDEOHWRWKHSRVVHVVLRQOHDVLQJ
RSHUDWLRQPDQDJHPHQWPDLQWHQDQFHDOWHUDWLRQUHSDLUXVHRURFFXSDQF\RIWKH8QGHUJURXQG
6HJPHQW%RUDQ\SRUWLRQWKHUHRI
³5HIHUUDO'DWH´VKDOOKDYHWKHPHDQLQJVHWIRUWKLQ6HFWLRQ
³5HLPEXUVDEOH3URSHUW\7D[HV´PHDQVDQ\3URSHUW\7D[DWWULEXWDEOHWRWKH8QGHUJURXQG
6HJPHQW%WKDWLVSDLGE\6'* (DQGWKDW&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQLV
UHTXLUHGE\6HFWLRQWRUHLPEXUVH
³5HQW´KDVWKHPHDQLQJVHWIRUWKLQ6HFWLRQ
³5HYHQXHV´KDVWKHPHDQLQJVHWIRUWKLQ6HFWLRQ F 
³6'* (´KDVWKHPHDQLQJVHWIRUWKLQWKHLQWURGXFWRU\SDUDJUDSKKHUHWR
³6'* (,QGHQWXUH´PHDQVWKDWFHUWDLQ0RUWJDJHDQG'HHGRI7UXVWDVDPHQGHGIURP
WLPHWRWLPHGDWHGDVRI-XO\IURP6'* (DVWUXVWRUWR86%DQN VXFFHVVRUWRWKH
%DQNRI&DOLIRUQLD1DWLRQDO$VVRFLDWLRQ DVWUXVWHHDWUXHDQGFRPSOHWHFRS\RIZKLFKKDVEHHQ
GHOLYHUHGWR&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQ
³6'* (3HUFHQWDJH,QWHUHVW´PHDQVOHVV&LWL]HQV3HUFHQWDJH,QWHUHVW
³6'* (5HSUHVHQWDWLYH5DWH´KDVWKHPHDQLQJVHWIRUWKLQ6HFWLRQ D 
³6\VWHP2SHUDWRU´PHDQVWKH&$,62RULI6'* (LVQRORQJHUDPHPEHURIWKH
&$,62WKHVXFFHVVRUUHJLRQDOWUDQVPLVVLRQHQWLW\LIDQ\WKDWKDV2SHUDWLRQDO&RQWURORYHU
6'* (¶VWUDQVPLVVLRQV\VWHPDQGSURYLGHVWUDQVPLVVLRQVHUYLFHXQGHUUDWHVWHUPVDQG
FRQGLWLRQVUHJXODWHGE\)(5&SXUVXDQWWR6HFWLRQRIWKH)HGHUDO3RZHU$FWRULI6'* (
LVQRORQJHUDPHPEHURIWKH&$,62RUDQ\VXFKVXFFHVVRUUHJLRQDOWUDQVPLVVLRQHQWLW\
6'* (
³7HUP´KDVWKHPHDQLQJVHWIRUWKLQ6HFWLRQ
³7UDQVIHU&DSDELOLW\´PHDQVWKHPD[LPXPDPRXQWRISRZHU LQPHJDZDWWV WKDWFDQEH
WUDQVIHUUHGRYHUSDUWRUDOORIWKH8QGHUJURXQG6HJPHQW%DWDQ\WLPHLQDUHOLDEOHPDQQHU
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XQGHUDVSHFLILFVHWRIGHILQHGSUHFRQWLQJHQF\DQGSRVWFRQWLQJHQF\V\VWHPFRQILJXUDWLRQVDQG
FRQGLWLRQVLQDFFRUGDQFHZLWK:HVWHUQ(OHFWULFLW\&RRUGLQDWLQJ&RXQFLOVWDQGDUGVDQG*RRG
8WLOLW\3UDFWLFHV7KHKROGHURI7UDQVIHU&DSDELOLW\WKDWLVXQGHUWKH2SHUDWLRQDO&RQWURORIWKH
&$,62 RUDQ\VXFFHVVRU6\VWHP2SHUDWRULQFOXGLQJ6'* (DVWKHFDVHPD\EH IRUWKH
EHQHILWRIDQGPDGHDYDLODEOHWR&$,62(OLJLEOH&XVWRPHUVLVHQWLWOHGWRDOODVVRFLDWHGULJKWV
DQGUHYHQXHVIURPXVHRIWKH7UDQVIHU&DSDELOLW\DVGHILQHG RUVXEVHTXHQWO\GHILQHG E\WKH
&$,62$JUHHPHQWVRULQWKHDEVHQFHRIDQ\VXFK&$,62$JUHHPHQWVULJKWVDQGUHYHQXHV
VLPLODUWRVXFKDVVRFLDWHGULJKWVDQGUHYHQXHV
³8QGHUJURXQG6HJPHQW%´PHDQVWKHXQGHUJURXQGN9WUDQVPLVVLRQOLQHVHJPHQWRI
WKH3URMHFWDORQJ6WRQHEULGJH3DUNZD\3RPHUDGR5RDG0LUDPDU5RDG%ODFN0RXQWDLQ5RDG
$FWLYLW\5RDG&DPLQR5XL]0LUDODQL'ULYH$UMRQV'ULYH7UDGH3ODFH7UDGH6WUHHW&DPLQR
6DQWD)H&DUUROO5RDGDQG&DUUROO&DQ\RQ5RDGWKDWH[WHQGVIURPWKHHDVWFDEOHULVHUSROH
ORFDWHGQHDU6WRQHEULGJH3DUNZD\DQG6WRQHFURIW7HUUDFHWRWKHZHVWFDEOHULVHUSROHORFDWHG
QHDU&DUUROO&DQ\RQ5RDGDQG,QWHUVWDWHLQHDFKFDVHXSWRWKHWHUPLQDWLRQRQWKHFDEOH
ULVHUSROHVEXWH[FOXGLQJWKHFDEOHULVHUSROHVRQHDFKHQGDVJHQHUDOO\GHSLFWHGLQ6FKHGXOH
WRJHWKHUZLWKVXFKPRGLILFDWLRQVRIWKHOLQHDVPD\EHLPSOHPHQWHGIURPWLPHWRWLPH)RUWKH
DYRLGDQFHRIGRXEWWKH8QGHUJURXQG6HJPHQW%VKDOOLQFOXGHRQO\WKHN9WUDQVPLVVLRQOLQH
DQGVKDOOQRWLQFOXGHDQ\WUDQVPLVVLRQIDFLOLWLHVWKDWPD\RSHUDWHDWDGLIIHUHQWYROWDJHRUDQ\
VXEVWDWLRQIDFLOLWLHV
 5XOHVRI,QWHUSUHWDWLRQ8QOHVVRWKHUZLVHSURYLGHGKHUHLQRUWKHFRQWH[W
RWKHUZLVHUHTXLUHV D ZRUGVGHQRWLQJWKHVLQJXODULQFOXGHWKHSOXUDODQGYLFHYHUVD E ZRUGV
GHQRWLQJDJHQGHULQFOXGHERWKJHQGHUV F UHIHUHQFHVWRDSDUWLFXODUSDUWFODXVHVHFWLRQ
SDUDJUDSKDUWLFOHSDUW\H[KLELWVFKHGXOHRURWKHUDWWDFKPHQWVKDOOEHDUHIHUHQFHWRDSDUW
FODXVHVHFWLRQSDUDJUDSKRUDUWLFOHRIRUDSDUW\H[KLELWVFKHGXOHRURWKHUDWWDFKPHQWWRWKH
GRFXPHQWLQZKLFKWKHUHIHUHQFHLVFRQWDLQHG G DUHIHUHQFHWRDQ\VWDWXWHRUUHJXODWLRQ
LQFOXGHVDOOVWDWXWHVRUUHJXODWLRQVYDU\LQJFRQVROLGDWLQJRUUHSODFLQJWKHVDPHIURPWLPHWR
WLPHDQGDUHIHUHQFHWRDVWDWXWHLQFOXGHVDOOUHJXODWLRQVLVVXHGRURWKHUZLVHDSSOLFDEOHXQGHU
WKDWVWDWXWHWRWKHH[WHQWFRQVLVWHQWZLWKWKH3DUWLHV¶RULJLQDOLQWHQWKHUHXQGHU H DUHIHUHQFHWRD
SDUWLFXODUVHFWLRQSDUDJUDSKRURWKHUSDUWRIDSDUWLFXODUVWDWXWHVKDOOEHGHHPHGWREHDUHIHUHQFH
WRDQ\RWKHUVHFWLRQSDUDJUDSKRURWKHUSDUWVXEVWLWXWHGWKHUHIRUIURPWLPHWRWLPH I D
GHILQLWLRQRIRUUHIHUHQFHWRDQ\GRFXPHQWLQVWUXPHQWRUDJUHHPHQWLQFOXGHVDQ\DPHQGPHQWRU
VXSSOHPHQWWRRUUHVWDWHPHQWUHSODFHPHQWPRGLILFDWLRQRUQRYDWLRQRIDQ\VXFKGRFXPHQW
LQVWUXPHQWRUDJUHHPHQW J DUHIHUHQFHWRDQ\SHUVRQLQFOXGHVVXFKSHUVRQ¶VVXFFHVVRUVDQG
SHUPLWWHGDVVLJQVLQWKDWGHVLJQDWHGFDSDFLW\ K DQ\UHIHUHQFHWR³GD\V´VKDOOPHDQFDOHQGDU
GD\VXQOHVV%XVLQHVV'D\VDUHH[SUHVVO\VSHFLILHGDQG L H[DPSOHVVKDOOQRWEHFRQVWUXHGWR
OLPLWH[SUHVVO\RUE\LPSOLFDWLRQWKHPDWWHUWKH\LOOXVWUDWH
$57,&/(,,

/($6(7(50

 /HDVH6'* (KHUHE\OHDVHVWR&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQ
DQG&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQKHUHE\OHDVHVIURP6'* (WKH&LWL]HQV
7UDQVIHU&DSDELOLW\RQWKHWHUPVDQGFRQGLWLRQVVHWIRUWKLQWKLV/HDVH
 7HUP7KHWHUPRIWKLV/HDVHVKDOOFRPPHQFHDVRIWKH(IIHFWLYH'DWH WKH
³&RPPHQFHPHQW'DWH´ DQGVKDOOH[SLUH XQOHVVRWKHUZLVHHDUOLHUWHUPLQDWHGSXUVXDQWWRWKLV
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/HDVH DWSP3DFLILFWLPHRQWKHGD\EHIRUHWKHWKDQQLYHUVDU\RIWKH&RPPHQFHPHQW
'DWH WKH³7HUP´ $WWKHFRQFOXVLRQWKH7HUP&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQ
VKDOOKDYHQRIXUWKHULQWHUHVWLQWKH3URMHFWKHUHXQGHUWKH&LWL]HQV7UDQVIHU&DSDELOLW\VKDOO
UHYHUWWR6'* (DQG&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQDQG6'* (VKDOOKDYHQR
IXUWKHUULJKWVRUREOLJDWLRQVYLVjYLVHDFKRWKHUH[FHSWWRSD\DPRXQWVDQGIXOILOORWKHU
REOLJDWLRQVH[LVWLQJDVRIWKHWLPHRIFRQFOXVLRQRIWKH7HUP>Note to form: Include the
following if true:)RUWKHDYRLGDQFHRIGRXEWWKH3DUWLHVDFNQRZOHGJHWKDWWKH&RPPHUFLDO
2SHUDWLRQ'DWHKDVRFFXUUHG@
$57,&/(,,,

&203/(7,212)&216758&7,2183*5$'(6$1'
5(3$,5623(5$7,21$1'0$,17(1$1&(
,17(5&211(&7,21

 &RPSOHWLRQRI&RQVWUXFWLRQ6'* (VKDOOXVHFRPPHUFLDOO\UHDVRQDEOHHIIRUWV
WR>Note to form: Delete the following if COD has already occurred:DFKLHYH&2'DQG
WKHUHDIWHU@FRPSOHWHDOOSXQFKOLVWLWHPVDQGDOORWKHUILQDOFRQVWUXFWLRQDFWLYLWLHVRQWKH3URMHFW
LQDFFRUGDQFHZLWK*RRG8WLOLW\3UDFWLFHDVVRRQDVUHDVRQDEO\SUDFWLFDEOH)RUDYRLGDQFHRI
GRXEWIRUSXUSRVHVRIWKLV$UWLFOH,,,DQGDQ\RWKHUSURYLVLRQVRIWKLV/HDVHUHODWLQJWRZRUN
SHUIRUPHGRQWKH3URMHFWE\6'* (6'* (PD\XQGHUWDNHZRUNRQWKH3URMHFWLWVHOIRU
WKURXJKWKLUGSDUW\FRQWUDFWRUV
 2SHUDWLRQDQG0DLQWHQDQFH([FHSWWRWKHH[WHQWWKDW6'* (KDVWUDQVIHUUHG
2SHUDWLRQDO&RQWURORIWKH8QGHUJURXQG6HJPHQW%WRWKH6\VWHP2SHUDWRU6'* (VKDOOEH
UHVSRQVLEOHIRURYHUVHHLQJDQGSHUIRUPLQJDOORSHUDWLRQVDQGPDLQWHQDQFHVHUYLFHVIRUWKH
8QGHUJURXQG6HJPHQW% LQFOXGLQJDQ\DVSHFWWKHUHRIUHODWHGWRRUQHFHVVDU\IRUWKH&LWL]HQV
7UDQVIHU&DSDELOLW\ LQDFFRUGDQFHZLWKDOOUHJXODWLRQVDQG*RRG8WLOLW\3UDFWLFHLQFOXGLQJ
VWDQGDUGVDQGDJUHHPHQWVRI&$,62 RUDQ\VXFFHVVRU6\VWHP2SHUDWRU DQGWKH:HVWHUQ
(OHFWULFLW\&RRUGLQDWLQJ&RXQFLO
 %HQHILWDQG%XUGHQ6KDULQJ([FHSWDVSURYLGHGLQ6HFWLRQ6'* (
DQG&LWL]HQVLQWHQGWRVKDUHWKHEHQHILWVDQGEXUGHQVRIWKH8QGHUJURXQG6HJPHQW%LQFOXGLQJ
DQ\GDPDJHVIRUDQ\DFWRUIDLOXUHWRDFWZKHWKHUE\QHJOLJHQFHRURWKHUZLVHDULVLQJRXWRIRU
UHODWLQJWRWKHRSHUDWLRQRUPDLQWHQDQFHRIWKH8QGHUJURXQG6HJPHQW%LQDFFRUGDQFHZLWKWKHLU
SHUFHQWDJHVKDUHRIWKH7UDQVIHU&DSDELOLW\LQWKH8QGHUJURXQG6HJPHQW%$FFRUGLQJO\H[FHSW
DVSURYLGHGLQ6HFWLRQHDFK3DUW\ ³,QGHPQLWRU´ VKDOOEHUHVSRQVLEOHIRUDQGVKDOO
LQGHPQLI\WKHRWKHU3DUW\DQGLWVRIILFHUVHPSOR\HHVUHSUHVHQWDWLYHVDGYLVRUVFRQWUDFWRUVDQG
DJHQWV ³,QGHPQLWHHV´ IURPDQGDJDLQVWVXFK,QGHPQLWRU¶V3HUFHQWDJH,QWHUHVWRIDOOOLDELOLW\
DQGH[SHQVHRQDFFRXQWRIDQ\DQGDOOGDPDJHVFODLPVRUDFWLRQVLQFOXGLQJLQMXU\WRRUGHDWKRI
SHUVRQVRUGDPDJHWRSURSHUW\DULVLQJIURPDQ\DFWRUIDLOXUHWRDFWE\HLWKHU3DUW\LWVRIILFHUV
HPSOR\HHVUHSUHVHQWDWLYHVDGYLVRUVFRQWUDFWRUVRUDJHQWVZKHWKHUE\QHJOLJHQFHRURWKHUZLVH
DULVLQJRXWRIRUSHUWLQHQWWRWKHRSHUDWLRQRUPDLQWHQDQFHRIWKH8QGHUJURXQG6HJPHQW%
([FHSWDVSURYLGHGLQ6HFWLRQWKHLQGHPQLILFDWLRQSURYLVLRQVVHWIRUWKLQWKLV6HFWLRQ
VKDOODSSO\WRDOOW\SHVRIFODLPVRUDFWLRQVLQFOXGLQJEXWQRWOLPLWHGWRFODLPVRUDFWLRQVEDVHG
RQFRQWUDFWWRUWSDWHQWRUWUDGHPDUN7KHSURYLVLRQVRIWKLV6HFWLRQVKDOOQRWEHFRQVWUXHG
VRDVWRUHOLHYHDQ\LQVXUHURILWVREOLJDWLRQWRSD\DQ\LQVXUDQFHSURFHHGVLQDFFRUGDQFHZLWKWKH
WHUPVDQGFRQGLWLRQVRILWVLQVXUDQFHSROLFLHV
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 ,QVXUDQFH3URFHHGV7KHJURVVDPRXQWWKDWDQ,QGHPQLWRULVOLDEOHWRIRU
RURQEHKDOIRIDQ,QGHPQLWHHVKDOOEHUHGXFHGE\DQ\LQVXUDQFHSURFHHGVUHFHLYHGE\RURQ
EHKDOIRIWKH,QGHPQLWHHLQUHVSHFWRIWKHGDPDJHFODLPRUDFWLRQJLYLQJULVHWRDQLQGHPQLW\
REOLJDWLRQKHUHXQGHU)XUWKHUHDFK3DUW\KHUHE\ZDLYHVDOOULJKWVRIUHFRYHU\DJDLQVWWKHRWKHU
3DUW\RQDFFRXQWRIORVVGDPDJHRULQMXU\LQFXUUHGE\VXFKZDLYLQJ3DUW\WRWKHH[WHQWWKDWVXFK
ORVVGDPDJHRULQMXU\LVLQVXUHGDJDLQVWDQGFRYHUHGXQGHUDQ\LQVXUDQFHSROLFLHVRIVXFK
ZDLYLQJ3DUW\SURYLGHGWKDWVXFKZDLYHUVKDOOQRWEHHIIHFWLYHLILWYRLGVRURWKHUZLVHLQYDOLGDWHV
DQ\FRYHUDJHRUSROLF\(DFK3DUW\VKDOOFDXVHLWVLQVXUDQFHSROLFLHVWRSURYLGHWKDWWKH
LQVXUDQFHFRPSDQ\ZDLYHVDOOULJKWRIUHFRYHU\E\ZD\RIVXEURJDWLRQDJDLQVWWKHRWKHU3DUW\LQ
FRQQHFWLRQZLWKDQ\GDPDJHFRYHUHGE\VXFKSROLF\
 )XWXUH8SJUDGHV,QFUHDVHVLQ7UDQVIHU&DSDELOLW\6XEMHFWWRWKHRWKHUWHUPVDQG
FRQGLWLRQVRIWKLV/HDVH6'* (VKDOOEHVROHO\HQWLWOHGWRGHFLGHXSRQGHYHORSGHVLJQ
HQJLQHHUSURFXUHFRQVWUXFWFRPPLVVLRQRZQRSHUDWHPDLQWDLQDQGILQDQFHDQ\XSJUDGHVWRDOO
RUDQ\SRUWLRQRIWKH3URMHFWDIWHUWKH&RPPHUFLDO2SHUDWLRQ'DWHIRUSXUSRVHVRILQFUHDVLQJWKH
7UDQVIHU&DSDELOLW\RIDOORUDQ\SRUWLRQRIWKH3URMHFW6'* (VKDOOEHVROHO\UHVSRQVLEOHWR
SD\WKHFRVWVRIVXFKXSJUDGHV&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQDJUHHVWKDWLWZLOO
QRWRSSRVHDQ\XSJUDGHVVRXJKWEHIRUHDQ\*RYHUQPHQWDO$XWKRULW\6\VWHP2SHUDWRURU
%DODQFLQJ$XWKRULW\E\6'* (
 )XWXUH5HSODFHPHQWDQG5HQHZDO1R,QFUHDVHVLQ7UDQVIHU&DSDELOLW\6'* (
VKDOOEHVROHO\HQWLWOHGWRGHWHUPLQHZKHWKHUDQ\DGGLWLRQDOFDSLWDOLQYHVWPHQWLVQHHGHGIRU
UHSODFHPHQWRUUHQHZDORIIDFLOLWLHVRIWKH3URMHFWUHVXOWLQJLQQRLQFUHDVHVLQWKH7UDQVIHU
&DSDELOLW\RIWKH3URMHFWDQGLIVRWKHWLPHIUDPHIRUWKHVDPH6'* (VKDOOEHVROHO\HQWLWOHG
WRLWVHOIXQGHUWDNHRUXQGHUWDNHE\ZD\RIFRQWUDFWVZLWKRWKHUVWRGHYHORSGHVLJQHQJLQHHU
SURFXUHFRQVWUXFWFRPPLVVLRQRZQRSHUDWHPDLQWDLQDQGILQDQFHVXFKUHSODFHPHQWRU
UHQHZDOVRIWKHIDFLOLWLHVRIWKH3URMHFW6'* (VKDOOEHUHVSRQVLEOHIRUDOOFRVWVRIVXFK
UHSODFHPHQWRUUHQHZDO
 $GMXVWPHQWRI&LWL]HQV3HUFHQWDJH,QWHUHVW7KH&LWL]HQV3HUFHQWDJH,QWHUHVW
VKDOOEHDGMXVWHGDVGHVFULEHGEHORZ6'* (VKDOOJLYH&LWL]HQV6\FDPRUH3HQDVTXLWRV
7UDQVPLVVLRQZULWWHQQRWLFHRIDQ\DGMXVWPHQWWRWKH&LWL]HQV3HUFHQWDJH,QWHUHVWSXUVXDQWWRWKLV
6HFWLRQDVVRRQDVUHDVRQDEO\SUDFWLFDEOHIROORZLQJVXFKDGMXVWPHQW6XFKQRWLFHVKDOO
VSHFLI\WKHHIIHFWLYHGDWHRIVXFKDGMXVWPHQWWKHQHZ&LWL]HQV3HUFHQWDJH,QWHUHVWDQGWKH
VXEVHFWLRQRIWKLV6HFWLRQSXUVXDQWWRZKLFKVXFKDGMXVWPHQWVKDOOEHPDGHDQGVXFKQRWLFH
VKDOOEHDFFRPSDQLHGE\DQ\RWKHULQIRUPDWLRQUHTXLUHGWREHGHOLYHUHGE\WKLV6HFWLRQ
 &RQVWUXFWLRQ&RVW7UXH8S7KH3DUWLHVDFNQRZOHGJHWKDWWKH3UHSDLG
5HQWKDVEHHQGHWHUPLQHGSULRUWRWKHGDWHZKHQDOOFRVWVLQFXUUHGE\6'* (WRGHYHORS
GHVLJQSHUPLWHQJLQHHUDQGFRQVWUXFWWKH8QGHUJURXQG6HJPHQW%LQFOXGLQJ$)8'&DQG
SD\PHQWVVWLOOGXHXQGHUSHQGLQJFRQVWUXFWLRQFRQWUDFWVIRUZRUNWREHFRPSOHWHGDIWHUWKH
(IIHFWLYH'DWHDUHIXOO\NQRZQ$FFRUGLQJO\6'* (VKDOOSURYLGHWR&LWL]HQV6\FDPRUH
3HQDVTXLWRV7UDQVPLVVLRQDQDFFRXQWLQJRIVXFKFRVWVSURPSWO\DIWHU6'* (KDVILQDOO\
GHWHUPLQHGVXFKFRVWVDQGWKH&LWL]HQV3HUFHQWDJH,QWHUHVWVKDOOEHDGMXVWHGDWVXFKWLPHWR
HTXDOWKHUDWLRRIWKH3UHSDLG5HQWGLYLGHGE\WKHDJJUHJDWHRIDOOFRVWVLQFXUUHGE\6'* (WR
GHYHORSGHVLJQSHUPLWHQJLQHHUDQGFRQVWUXFWWKH8QGHUJURXQG6HJPHQW%LQFOXGLQJ$)8'&
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DQGSD\PHQWVPDGHXQGHUFRQVWUXFWLRQFRQWUDFWVIRUZRUNWREHFRPSOHWHGDIWHUWKH(IIHFWLYH
'DWH
 )XWXUH8SJUDGHVLQ7UDQVIHU&DSDELOLW\7RWKHH[WHQWWKDWWKH
8QGHUJURXQG6HJPHQW%LVXSJUDGHGSXUVXDQWWR6HFWLRQUHVXOWLQJLQLQFUHDVHVRUGHFUHDVHV
LQWKH7UDQVIHU&DSDELOLW\RIWKH8QGHUJURXQG6HJPHQW%WKHQDOOVXFKLQFUHDVHVRUGHFUHDVHVLQ
7UDQVIHU&DSDELOLW\UHVXOWLQJIURPVXFKXSJUDGHVKDOOEHDOORFDWHGWR6'* (DQGWKH&LWL]HQV
3HUFHQWDJH,QWHUHVWDQGWKH6'* (3HUFHQWDJH,QWHUHVWVKDOOEHDGMXVWHGDFFRUGLQJO\)RU
H[DPSOHLIWKH8QGHUJURXQG6HJPHQW%ZHUHUDWHGDW0:DJLYHQXSJUDGHWRWKH
8QGHUJURXQG6HJPHQW%ZRXOGFDXVHWKHUDWLQJWRLQFUHDVHE\0:DQGDWWKHWLPHRIWKH
XSJUDGH&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQDQG6'* (HDFKKHOGDDQG
VKDUHRIWKH7UDQVIHU&DSDELOLW\RQWKH8QGHUJURXQG6HJPHQW%UHVSHFWLYHO\WKHQWKH&LWL]HQV
3HUFHQWDJH,QWHUHVWRQWKH8QGHUJURXQG6HJPHQW%ZRXOGGHFUHDVHIURPWR
0:0:  DQGWKH6'* (3HUFHQWDJH,QWHUHVWRQWKH8QGHUJURXQG
6HJPHQW%ZRXOGLQFUHDVHIURPWR 0:0:  
 )XWXUH5HSODFHPHQWDQG5HQHZDO7RWKHH[WHQWWKDW6'* (PDNHVDQ\
DGGLWLRQDOFDSLWDOLQYHVWPHQWVLQWKH8QGHUJURXQG6HJPHQW%SXUVXDQWWR6HFWLRQUHVXOWLQJLQ
QRLQFUHDVHVLQWKH7UDQVIHU&DSDELOLW\RIWKH8QGHUJURXQG6HJPHQW%WKHQ  WKH&LWL]HQV
3HUFHQWDJH,QWHUHVWVKDOOEHDGMXVWHGVRWKDWLWHTXDOVWKHTXRWLHQWRI D &LWL]HQV3HUFHQWDJH
,QWHUHVWRIWKH8QGHUJURXQG6HJPHQW%SULRUWRVXFKDGGLWLRQDOFDSLWDOLQYHVWPHQWPXOWLSOLHGE\
WKHIRUPHUQHWERRNYDOXHRIWKH8QGHUJURXQG6HJPHQW%SULRUWRVXFKDGGLWLRQDOFDSLWDO
LQYHVWPHQWGLYLGHGE\ E WKHQHZQHWERRNYDOXHRIWKH8QGHUJURXQG6HJPHQW% LQFOXGLQJDOO
QHZIXQGLQJRIUHSODFHPHQWVRUUHQHZDOVDVSDUWRIWKHQHZQHWERRNYDOXH DQG  WKH6'* (
3HUFHQWDJH,QWHUHVWVKDOOEHDGMXVWHGLQDFFRUGDQFHZLWKLWVGHILQLWLRQ)RUH[DPSOHDVVXPHWKDW
WKH8QGHUJURXQG6HJPHQW%KDVDQHWERRNYDOXHRIPLOOLRQSULRUWRUHSODFHPHQWRU
UHQHZDOVDQGUHTXLUHVDGGLWLRQDOFDSLWDOLQYHVWPHQWVRIPLOOLRQIRUUHSODFHPHQWFRVWV
SXUVXDQWWR6HFWLRQ DQGWKXVZRXOGKDYHDQHWERRNYDOXHRIPLOOLRQVXEVHTXHQWWR
VXFKUHSODFHPHQWRUUHQHZDO ,IWKH&LWL]HQV3HUFHQWDJH,QWHUHVWLVDQG6'* (PDNHV
VXFKPLOOLRQFDSLWDOLQYHVWPHQWLQWKH8QGHUJURXQG6HJPHQW%WKHQWKH&LWL]HQV3HUFHQWDJH
,QWHUHVWZRXOGEHUHGXFHGIURPWR [  DQGWKH6'* (
3HUFHQWDJH,QWHUHVWZRXOGEHLQFUHDVHGIURPWR   )RU
SXUSRVHVRIWKLVVHFWLRQWKH³QHWERRNYDOXH´RIWKH8QGHUJURXQG6HJPHQW%VKDOOEHHTXDOWR
6'* (¶VKLVWRULFDOFRVWEDVLVRIWKH8QGHUJURXQG6HJPHQW%OHVVDFFXPXODWHGGHSUHFLDWLRQDV
GHWHUPLQHGE\*HQHUDOO\$FFHSWHG$FFRXQWLQJ3ULQFLSOHV)RUWKHDYRLGDQFHRIGRXEWWKH
DPRXQWRI5HQWWKDW&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQSD\VWR6'* (VKDOOQRW
UHGXFHWKHFRVWEDVLV
 2WKHU)XWXUH&KDQJHVLQ7UDQVIHU&DSDELOLW\)RUDYRLGDQFHRIGRXEWWKH
&LWL]HQV3HUFHQWDJH,QWHUHVWVKDOOQRWEHDGMXVWHGDVDUHVXOWRIDQ\LQFUHDVHVRUGHFUHDVHVLQWKH
7UDQVIHU&DSDELOLW\RQWKH8QGHUJURXQG6HJPHQW%UHVXOWLQJIURPFKDQJHVWRWKHFRQILJXUDWLRQ
RIDGMRLQLQJV\VWHPVRUXSJUDGHVWRDGMRLQLQJV\VWHPVLQFOXGLQJWKHV\VWHPVRI6'* (EH\RQG
WKH8QGHUJURXQG6HJPHQW%
 ,QWHUFRQQHFWLRQ)DFLOLWLHV6XEMHFWWRWKH&$,62$JUHHPHQWDQGUXOHVJRYHUQLQJ
LQWHUFRQQHFWLRQDVEHWZHHQ6'* (DQG&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQ6'* (
ZLOOEHWKHLQWHUFRQQHFWLRQDJHQWIRUWKH3URMHFWDQGRQEHKDOIRI&LWL]HQV6\FDPRUH3HQDVTXLWRV
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7UDQVPLVVLRQZLWKUHVSHFWWRWKH&LWL]HQV7UDQVIHU&DSDELOLW\,QSDUWLFXODU6'* (ZLOO
SURFHVVDOOUHTXHVWVIRULQWHUFRQQHFWLRQWRWKH3URMHFW6'* (ZLOOGHYHORSGHVLJQHQJLQHHU
SURFXUHFRQVWUXFWFRPPLVVLRQRZQRSHUDWHPDLQWDLQDQGDUUDQJHIXQGLQJIRUVXFK
LQWHUFRQQHFWLRQIDFLOLWLHVLQFOXGLQJDOOVXEVWDWLRQVDQGVZLWFK\DUGVFRQQHFWHGWRWKH3URMHFWDQG
6'* (ZLOOUHWDLQDOORZQHUVKLSDQG7UDQVIHU&DSDELOLW\LQWHUHVWVLQVXFKLQWHUFRQQHFWLRQ
IDFLOLWLHV
$57,&/(,9


5(175$7(5(&29(5<

5HQW7KHUHQWGXHXQGHUWKLV/HDVHVKDOOEHDVIROORZV

 3UHSDLG5HQW3XUVXDQWWR6HFWLRQRIWKH'&2$FRQFXUUHQWO\ZLWK
WKHFRPPHQFHPHQWRIWKLV/HDVHRQWKH&RPPHQFHPHQW'DWH&LWL]HQV6\FDPRUH3HQDVTXLWRV
7UDQVPLVVLRQVKDOOPDNHDSD\PHQWRIPLOOLRQWR6'* (DVSUHSDLGUHQW WKH³3UHSDLG
5HQW´ 
 $GGLWLRQDO5HQW&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQVKDOOSD\
VXEMHFWWR6HFWLRQVDQGDGGLWLRQDOUHQWPRQWKO\LQDUUHDUVLQDQDPRXQWHTXDOWRWKH
VXPRI L WKHRSHUDWLRQVDQGPDLQWHQDQFHFRVWVLQFXUUHGE\6'* (WKDWDUHUHDVRQDEO\
DWWULEXWDEOHWRWKH&LWL]HQV7UDQVIHU&DSDELOLW\DQG6'* (¶VSHUIRUPDQFHRI6HFWLRQ
LQFOXGLQJDUHDVRQDEOHDOORFDWLRQRIDGPLQLVWUDWLYHDQGJHQHUDODFWLYLWLHVJHQHUDODQGFRPPRQ
SODQWWKHDPRUWL]HGFRVWRIUHPRYLQJWKH8QGHUJURXQG6HJPHQW%VDOHVXVHDQGH[FLVHWD[HV
DQGRWKHUFRVWVGHVFULEHGLQ$SSHQGL[>=@ RWKHUWKDQ3URSHUW\7D[  WKH³&LWL]HQV6KDUHRI
2 0&RVWV´ SOXV LL 5HLPEXUVDEOH3URSHUW\7D[ WKHVXPRI L DQG LL LVUHIHUUHGWRDVWKH
³$GGLWLRQDO5HQW´DQGWRJHWKHUZLWKWKH3UHSDLG5HQWWKH³5HQW´ 6'* (VKDOOSURYLGHWR
&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQDQLQYRLFHRIWKH$GGLWLRQDO5HQWIRUHDFKPRQWK
GXULQJWKH7HUPZLWKLQGD\VDIWHU EXWQRHDUOLHUWKDQ WKHFRQFOXVLRQRIVXFKPRQWKDQG
&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQVKDOOEHUHTXLUHGWRSD\VXFKDPRXQWWR6'* (
ZLWKLQGD\VDIWHUUHFHLSWRIVXFKLQYRLFH
 5HJXODWLRQRI&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQ¶V5DWHV6XEMHFWWR
6HFWLRQ&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQVKDOOILOHRUFDXVHWREHILOHGZLWK
)(5&DWUDQVPLVVLRQVHUYLFHWDULIIIRUUHFRYHU\RILWVFRVWVDVVRFLDWHGZLWKWKH&LWL]HQV7UDQVIHU
&DSDELOLW\7KH&LWL]HQV7UDQVIHU&DSDELOLW\VKDOOEHSURYLGHGIRUWKHEHQHILWRIDQGPDGH
DYDLODEOHWR&$,62(OLJLEOH&XVWRPHUV RUVLPLODUO\VLWXDWHGFXVWRPHUVRIWKHVXFFHVVRU6\VWHP
2SHUDWRULQWKHHYHQWWKH&$,62LVQRORQJHUWKH6\VWHP2SHUDWRU DWUDWHVWHUPVDQGFRQGLWLRQV
GHHPHGMXVWDQGUHDVRQDEOHDQGQRWXQGXO\GLVFULPLQDWRU\E\)(5&SXUVXDQWWR6HFWLRQRI
WKH)HGHUDO3RZHU$FW
 &LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQ¶V&RVW5HFRYHU\0HWKRGRORJ\
&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQVKDOOVHHNIURP)(5&DFRVWUHFRYHU\
PHWKRGRORJ\WKDWSURYLGHVFRVWUHFRYHU\WR&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQOLPLWHG
WRWKHUHFRYHU\RIWKHIROORZLQJWUDQVPLVVLRQFRVWV)RUWKHDYRLGDQFHRIGRXEW&LWL]HQV
6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQVKDOOEHHQWLWOHGWRDQG6'* (VKDOOQRWRSSRVHUDWH
UHFRYHU\WKDWLVQRWDIIHFWHGE\DQ\UHGXFWLRQLQLWV7UDQVIHU&DSDELOLW\DVVRFLDWHGZLWK
6'* (¶VIXQGLQJRIUHQHZDOVUHSODFHPHQWVRUXSJUDGHVWRDOORUDQ\SRUWLRQRIWKH3URMHFW
SXUVXDQWWR6HFWLRQ6HFWLRQRURWKHUZLVH
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 2SHUDWLQJ&RVWV&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQVKDOOVHHN
UHFRYHU\RIWKH&LWL]HQV6KDUHRI2 0&RVWVLQFXUUHGE\&LWL]HQV6\FDPRUH3HQDVTXLWRV
7UDQVPLVVLRQDVSURYLGHGIRULQ6HFWLRQDQGDOORWKHUUHDVRQDEO\DQGSUXGHQWO\LQFXUUHG
FRVWVIRURSHUDWLRQDQGPDLQWHQDQFHRQDQDQQXDOIRUPXODLFEDVLVLQFOXGLQJDGPLQLVWUDWLYHDQG
JHQHUDODFWLYLWLHV DQGDQ\VDOHVXVHDQGH[FLVHWD[ DQGWKH$SSOLFDEOH3RUWLRQRI3URSHUW\
7D[HVGLUHFWO\DWWULEXWDEOHWR&LWL]HQV7UDQVIHU&DSDELOLW\RQWKH3URMHFWDVUHFRUGHGLQ)(5&
DFFRXQWVLQFOXGLQJEXWQRWOLPLWHGWRWKHIROORZLQJDFFRXQWVDQG
XQGHUWKH)(5&8QLIRUP6\VWHPRI$FFRXQWV
 &DSLWDO5HTXLUHPHQWV&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQVKDOO
VHHNUHFRYHU\IRUDOORWKHUFRVWVDVVRFLDWHGZLWKWKH&LWL]HQV7UDQVIHU&DSDELOLW\DWDIL[HGUDWH
WKDWLVQRKLJKHUWKDQWKHUDWH6'* (FRXOGUHFRYHUDWWKHWLPHRI&2'LI6'* (KHOGWKH
&LWL]HQV7UDQVIHU&DSDELOLW\7KLVIL[HGUDWHLVLQWHQGHGWRFRYHUDOOFRVWVDVVRFLDWHGZLWKWKH
&LWL]HQV7UDQVIHU&DSDELOLW\ RWKHUWKDQWKHRSHUDWLQJFRVWVGHVFULEHGLQ6HFWLRQDERYH 
LQFOXGLQJ3UHSDLG5HQWDQGRWKHUFRVWVRI7UDQVIHU&DSDELOLW\GHEWVHUYLFHFDSLWDOL]HGLQWHUHVW
OLTXLGLW\UHVHUYHVWD[HV H[FOXGLQJWKH$SSOLFDEOH3RUWLRQRI3URSHUW\7D[HVDQGWKHVDOHVXVH
RUH[FLVHWD[HVZKLFKDUHLQFOXGHGLQWKH&LWL]HQV6KDUHRI2 0&RVWVDQGWKHRSHUDWLQJFRVWV
DGGUHVVHGE\6HFWLRQDERYH FKDULWDEOHFRQWULEXWLRQVDQGDQ\DQGDOORWKHUFRVWV)RU
SXUSRVHVRIGHWHUPLQLQJWKHUDWH6'* (FRXOGUHFRYHUDWWKHWLPHRI&2'LI6'* (KHOGWKH
&LWL]HQV7UDQVIHU&DSDELOLW\WKH3DUWLHVDJUHHWRXVHWKHPRGHODWWDFKHGKHUHWRDV([KLELW$
[Note to form: The final model as of the Effective Date should be populated with the actual
Moody’s Aa 30-year Utility Bond Index, the actual Costs of Transfer Capability, and the portion
of the actual Costs of Transfer Capability that is actual SDG&E AFUDC, all of which will be
known at the time of execution.]
D
7KHPRGHOFDOFXODWHVDWKHRUHWLFDODQQXDOUDWH IRUDILIW\HLJKW
\HDUGHSUHFLDEOHOLIH WKDW6'* (FRXOGUHFRYHUDWWKHWLPHRI&2'LI6'* (
KHOGWKH&LWL]HQV7UDQVIHU&DSDELOLW\DQGWKHQDPRUWL]HGWKDWUDWHRYHUDWKLUW\
\HDUSHULRGRQDOHYHOEDVLVHDFK\HDUEDVHGRQIL[HGDQGYDULDEOHSDUDPHWHUVVHW
IRUWKLQWKHPRGHOWRSURGXFHDWKHRUHWLFDOOHYHOL]HGDQQXDODPRXQW WKH³6'* (
5HSUHVHQWDWLYH5DWH´ 7KHRQO\YDULDEOHSDUDPHWHUVWKDWVKDOOEHHQWHUHGLQWRWKH
PRGHOWRGHWHUPLQHWKH6'* (5HSUHVHQWDWLYH5DWHDUH  ILYHGD\DYHUDJH
0RRG\¶V$D\HDU8WLOLW\%RQG,QGH[DVVHWIRUWKLQWKH%ORRPEHUJ//&
V\VWHPPQHPRQLF022'8$$  WKHDFWXDO&RVWVRI7UDQVIHU&DSDELOLW\
GHILQHGEHORZ DQG  WKHSRUWLRQRIWKHDFWXDO&RVWVRI7UDQVIHU&DSDELOLW\WKDW
LV6'* (¶VDFWXDO$)8'&7KHSKUDVH³&RVWVRI7UDQVIHU&DSDELOLW\´VKDOO
PHDQRIWKHVXPRIWKH3UHSDLG5HQWSOXVDOOUHDVRQDEO\LQFXUUHGSURMHFW
FRVWVGHYHORSPHQWFRVWVUHJXODWRU\FRVWVWUDQVDFWLRQDOFRVWVVDOHVFRVWVXVHRU
H[FLVHWD[FRVWVDQG)LQDQFLQJ&RVWV GHILQHGEHORZ LQFXUUHGE\&LWL]HQV
6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQDOORFDWHGWRWKH&LWL]HQV7UDQVIHU&DSDELOLW\
7KHSKUDVH³)LQDQFLQJ&RVWV´VKDOOPHDQ D ZLWKUHVSHFWWRDQ\EULGJHILQDQFLQJ
WKDW&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQPD\FRQVXPPDWHSULRUWRWKH
WHUPILQDQFLQJWKDW&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQZLOO
FRQVXPPDWHIRUWKHILQDODFTXLVLWLRQRIWKH&LWL]HQV7UDQVIHU&DSDELOLW\DOO
UHDVRQDEOHDQGFXVWRPDU\ILQDQFLQJFRVWVLQFOXGLQJZLWKRXWOLPLWDWLRQOHQGHUV¶
IHHVFRQVXOWDQWV¶IHHV IRU&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQDQGLWV
OHQGHUV ODZ\HUV¶IHHV IRU&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQDQGLWV
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OHQGHUV DQGLQWHUHVWDVVRFLDWHGZLWKVXFKEULGJHILQDQFLQJDQG E ZLWKUHVSHFW
WRWKHWHUPILQDQFLQJWKDW&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQZLOO
FRQVXPPDWHIRUWKHILQDODFTXLVLWLRQRILWV7UDQVIHU&DSDELOLW\DOOUHDVRQDEOHDQG
FXVWRPDU\FRQVXOWDQWV¶IHHV IRU&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQ
DQGLWVOHQGHUV ODZ\HUV¶IHHV IRU&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQ
DQGLWVOHQGHUV DQGFDSLWDOL]HGLQWHUHVWFKDUJHGSULRUWRFRPPHQFHPHQWRIUDWH
UHFRYHU\DQGH[FOXGLQJDQ\OHQGHUV¶IHHVDQGDQ\DPRXQWVVHWDVLGHIRUUHVHUYH
DFFRXQWV)RUSXUSRVHVRIFODULW\WKHH[WUDRQHSHUFHQWLVLQWHQGHGWRDFFRXQWIRU
DPRQJRWKHUFRVWVWKHRUGLQDU\DQGFXVWRPDU\OHQGHUV¶IHHVWKDW6'* (ZRXOG
KDYHLQFXUUHGLILWKHOGWKH&LWL]HQV7UDQVIHU&DSDELOLW\
E
7KHIROORZLQJSDUDPHWHUVDPRQJRWKHUVDUHFRQVWDQWVLQWKH
PRGHODQGVKDOOQRWEHUHVHWDWDQ\WLPHLQGHWHUPLQLQJWKH6'* (
5HSUHVHQWDWLYH5DWH  6'* (¶VUHWXUQRQHTXLW\IL[HGDW  
6'* (¶VFDSLWDOVWUXFWXUHIL[HGDWHTXLW\DQGGHEWDQG  
6'* (¶VIHGHUDOLQFRPHWD[UDWHIL[HGDWDQGVWDWHLQFRPHWD[UDWHIL[HG
DW)RUSXUSRVHVRIH[SODQDWLRQWKHPRGHODOVRFDOFXODWHVWKHIROORZLQJ
SDUDPHWHUVDPRQJRWKHUVLQGHWHUPLQLQJWKH6'* (5HSUHVHQWDWLYH5DWH [ 
6'* (HVWLPDWHGGHEWUDWHIRU\HDUVZKLFKLVWKHILYHGD\DYHUDJH0RRG\¶V
$D\HDU8WLOLW\%RQG,QGH[SOXVEDVLVSRLQWV \ 6'* (ZHLJKWHGDYHUDJH
FRVWRIFDSLWDOZKLFKLVWKHZHLJKWHGDYHUDJH EDVHGRQWKH6'* (IL[HGFDSLWDO
VWUXFWXUHLQFODXVH  LPPHGLDWHO\DERYH RIWKH6'* (UHWXUQRQHTXLW\LQ
FODXVH  LPPHGLDWHO\DERYHDQGWKH6'* (HVWLPDWHGGHEWUDWHLQFODXVH [ 
DQG ] 6'* (GLVFRXQWUDWHZKLFKLVHTXDOWRWKH6'* (ZHLJKWHGDYHUDJH
FRVWRIFDSLWDOLQFODXVH \ 7KHH[DPSOHDWWDFKHGKHUHWRDVSDUWRI([KLELW$VHWV
IRUWKWKH6'* (5HSUHVHQWDWLYH5DWHIRUDILYHGD\DYHUDJH0RRG\¶V$D\HDU
8WLOLW\%RQG,QGH[HTXDOWR>@&RVWVRI7UDQVIHU&DSDELOLW\HTXDOWR
>@DQGDQ$)8'&DPRXQWHTXDOWR>@[Note to form:
The bracketed numbers above and the final example as of the Effective Date
should be populated with the actual Moody’s Aa 30-year Utility Bond Index, the
actual Costs of Transfer Capability, and the portion of the actual Costs of
Transfer Capability that is actual SDG&E AFUDC, all of which should be known
at the time of execution.]
F
$WWKHWLPH&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQPDNHV
WKHFRPSOLDQFHILOLQJUHODWHGWRLWVDSSOLFDWLRQPDGHRQ>Note to form: insert
applicable date on execution date@LQ)(5&'RFNHW1R>Note to form: insert
applicable docket number on execution date@VHHNLQJ)(5&DSSURYDORILWV
DQQXDOIL[HGUDWHPHWKRGRORJ\IRUUHFRYHU\RIWKHFRVWVGHVFULEHGLQWKLV6HFWLRQ
DQGFRQGLWLRQDOO\DFFHSWHGE\WKH)(5&SXUVXDQWWRDQRUGHULVVXHGRQ
>Note to form: insert applicable date on execution date@LQ)(5&'RFNHWV1RV
>Note to form: insert applicable docket numbers on execution date@&LWL]HQV
6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQVKDOOGHPRQVWUDWHWKDWLWVSURSRVHGUDWH
PHWKRGRORJ\ LQFOXGLQJDQ\RIWKHDGMXVWPHQWVGHVFULEHGXQGHU6HFWLRQ 
UHVXOWVLQDQDQQXDOIL[HGUDWHIRUUHFRYHU\RIWKHFRVWVGHVFULEHGLQWKLV6HFWLRQ
VXFKWKDWVXFKDQQXDOIL[HGUDWHLVQRJUHDWHUWKDQWKH6'* (
5HSUHVHQWDWLYH5DWH ZKLFKDOVRVKDOOLQFOXGHDQ\DGMXVWPHQWVGHVFULEHGLQ
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6HFWLRQ >Note to form: adjust this section to match the applicable FERC
filings and orders on execution date@
G
)RUSXUSRVHVRIGHWHUPLQLQJZKHWKHU&LWL]HQV6\FDPRUH
3HQDVTXLWRV7UDQVPLVVLRQKDVDIL[HGUDWHWKDWLVQRKLJKHUWKDQWKHUDWH6'* (
FRXOGUHFRYHUDWWKHWLPHRI&2'LI6'* (KHOGWKH&LWL]HQV7UDQVIHU&DSDELOLW\
LQFRPSOLDQFHZLWKWKLV6HFWLRQWKH3DUWLHVVKDOOFRPSDUHWKH6'* (
5HSUHVHQWDWLYH5DWH ZKLFKGRHVQRWLQFOXGHDQ\RIWKHDGMXVWPHQWVGHVFULEHG
XQGHU6HFWLRQ DJDLQVW&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQ¶V)(5&
DSSURYHGDQQXDOIL[HGUDWHIRUUHFRYHU\RIWKHFRVWVGHVFULEHGLQWKLV6HFWLRQ
H[FOXGLQJDQ\RIWKHDGMXVWPHQWVGHVFULEHGXQGHU6HFWLRQ DWVXFKWLPHDV
&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQFRQVXPPDWHVWKHGHEWILQDQFLQJ
WUDQVDFWLRQIRUWKLV/HDVHRIWKH&LWL]HQV7UDQVIHU&DSDELOLW\DQGDWVXFKWLPHDV
&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQVXEPLWVLWVFRPSOLDQFHILOLQJWR
)(5&VKRZLQJLWVDFWXDOUDWHVEDVHGRQWKH)(5&DFFHSWHGDQQXDOIL[HGUDWH
PHWKRGRORJ\
H
,QWKHHYHQW&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQLVQRW
DEOHWRGHPRQVWUDWHWRWKH)(5&WKDWLWVIL[HGDQQXDOUDWH H[FOXGLQJDQ\RIWKH
DGMXVWPHQWVGHVFULEHGXQGHU6HFWLRQ LVQRKLJKHUWKDQWKH6'* (
5HSUHVHQWDWLYH5DWH ZKLFKDOVRGRHVQRWLQFOXGHDQ\RIWKHDGMXVWPHQWV
GHVFULEHGXQGHU6HFWLRQ WKHQ&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQ
DJUHHVWROLPLWRUFDSLWVIL[HGDQQXDOUDWH H[FOXGLQJDQ\RIWKHDGMXVWPHQWV
GHVFULEHGXQGHU6HFWLRQ EHIRUHWKH)(5&VXFKWKDWLWVIL[HGDQQXDOUDWH
H[FOXGLQJDQ\RIWKHDGMXVWPHQWVGHVFULEHGXQGHU6HFWLRQ VKDOOEHHTXDOWR
WKH6'* (5HSUHVHQWDWLYH5DWH ZKLFKDOVRGRHVQRWLQFOXGHDQ\RIWKH
DGMXVWPHQWVGHVFULEHGXQGHU6HFWLRQ 
 :DLYHURI6HFWLRQ5LJKWV([FHSWWRWKHH[WHQWDFKDQJHLQODZ
UXOHRUUHJXODWLRQUHVXOWVLQDQ\QHZWD[HVLQFRPHWD[HV3URSHUW\7D[HVIHHVRURWKHUFKDUJHV
EHLQJOHYLHGE\D*RYHUQPHQWDO$XWKRULW\WRWKHIXOOHVWH[WHQWSHUPLWWHGE\DSSOLFDEOHODZ
&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQIRULWVHOIDQGLWVVXFFHVVRUVDQGDVVLJQVVKDOO
ZDLYHDQ\ULJKWVLWFDQRUPD\KDYHQRZRULQWKHIXWXUHZKHWKHUXQGHU6HFWLRQVDQGRU
RIWKH)HGHUDO3RZHU$FWRURWKHUZLVHWRVHHNWRREWDLQIURP)(5&E\DQ\PHDQVGLUHFWO\RU
LQGLUHFWO\ WKURXJKFRPSODLQWLQYHVWLJDWLRQRURWKHUZLVH DQG&LWL]HQV6\FDPRUH3HQDVTXLWRV
7UDQVPLVVLRQFRYHQDQWVDQGDJUHHVQRWDWDQ\WLPHWRVHHNWRVRREWDLQDQRUGHUIURP)(5&
FKDQJLQJWKH)(5&DSSURYHGIL[HGUDWHIRUUHFRYHU\RIWKHFRVWVGHVFULEHGLQ6HFWLRQ
DERYH)RUWKHDYRLGDQFHRIGRXEWWRWKHH[WHQWDFKDQJHLQODZUXOHRUUHJXODWLRQUHVXOWVLQ
DQ\QHZWD[HVLQFRPHWD[HV3URSHUW\7D[HVIHHVRURWKHUFKDUJHVEHLQJOHYLHGE\D
*RYHUQPHQWDO$XWKRULW\&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQPD\VHHNDSSURYDOIRU
LQFOXVLRQLQLWVUDWHVDQDOORZDQFHWRUHFRYHUDQ\VXFKQHZWD[HVLQFRPHWD[HV3URSHUW\7D[HV
IHHVRURWKHUFKDUJHV6'* (VKDOOIXOO\VXSSRUWWKURXJKWLPHO\LQWHUYHQWLRQDQGDFWLYH
SDUWLFLSDWLRQLQDQ\SURFHHGLQJUHODWLQJWRRUDIIHFWLQJ&LWL]HQV6\FDPRUH3HQDVTXLWRV
7UDQVPLVVLRQ¶VUDWHV&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQ¶VUHFRYHU\DQG
LPSOHPHQWDWLRQRIUDWHVFRQIRUPLQJWRWKHSURYLVLRQVRIWKLV/HDVHLQDFFRUGDQFHZLWK6HFWLRQ
RIWKH)HGHUDO3RZHU$FWDQGRUGHUVLVVXHGE\)(5&WKHUHXQGHULQRUGHUWKDW&LWL]HQV
6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQPD\DFTXLUHILQDQFHRSHUDWHDQGPDLQWDLQLWVOHDVHKROG
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LQWHUHVWLQWKH8QGHUJURXQG6HJPHQW%6'* (DFNQRZOHGJHVWKDWDPRQJRWKHUWKLQJV
&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQZLOOVHHNUHFRYHU\RIDQG6'* (ZLOOVXSSRUW
&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQDVD372VHHNLQJWRUHFRYHUIURP&$,62(OLJLEOH
&XVWRPHUVLQLWVWUDQVPLVVLRQUHYHQXHUHTXLUHPHQWIRUWKH8QGHUJURXQG6HJPHQW% D DOO
SUXGHQWO\LQFXUUHGSUHFRPPHUFLDORSHUDWLRQVFRVWVLQFXUUHQWUDWHV E DOOFRVWVRIDEDQGRQHG
IDFLOLWLHVSURYLGHGVXFKDEDQGRQPHQWLVGXHWRIDFWRUVEH\RQG&LWL]HQV6\FDPRUH3HQDVTXLWRV
7UDQVPLVVLRQ¶VFRQWURODQG F DOOFDSLWDOUHTXLUHPHQWVDVGHVFULEHGLQ6HFWLRQDERYH
6'* (¶VVXSSRUWVKDOOLQFOXGHSURYLGLQJ)(5&ZLWKDVVXUDQFHVWKDWDOOFRVWVVRXJKWWREH
UHFRYHUHGE\&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQWKURXJKLWVUDWHVWKDWZHUHRULJLQDOO\
LQFXUUHGE\6'* (ZHUHSUXGHQWO\LQFXUUHG
 &UHGLWV&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQVKDOOFUHGLWWR
&$,62(OLJLEOH&XVWRPHUVDQ\UHYHQXHVWKDWDUHGHULYHGIURPRUDVVRFLDWHGZLWKWKLV/HDVH
WKDWDUHLQDGGLWLRQWRLWVFRVWRIVHUYLFHUHFRYHU\GHVFULEHGDERYHLQFOXGLQJDQ\WD[FUHGLW
SD\PHQWVIURP6'* (XQGHU6HFWLRQ&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQ¶V
REOLJDWLRQVXQGHUWKLV6HFWLRQVKDOOEHVDWLVILHGE\FUHGLWLQJDQ\VXFKUHYHQXHVDJDLQVW
FRVWVWKDWLWVHHNVWRUHFRYHULQLWVUDWHV
$57,&/(9

0((7,1*627+(5$*5((0(176

 0HHWLQJV8QOHVVRWKHUZLVHDJUHHGXSRQWKH3DUWLHVVKDOOVFKHGXOHDPHHWLQJDW
OHDVWRQFHHDFK\HDUIRUWKHSXUSRVHRIGLVFXVVLQJWKH8QGHUJURXQG6HJPHQW%(LWKHU3DUW\
PD\FDOODVSHFLDOPHHWLQJXSRQUHDVRQDEOHDGYDQFHQRWLFHDQGLQFRRUGLQDWLRQZLWKWKHRWKHU
3DUW\)RUDYRLGDQFHRIGRXEW6'* (VKDOOEHVROHO\UHVSRQVLEOHIRUDQGVKDOOPDNHDOOILQDO
GHFLVLRQVZLWKUHVSHFWWRWKHGHYHORSPHQWGHVLJQSHUPLWWLQJHQJLQHHULQJSURFXUHPHQW
FRQVWUXFWLRQFRPPLVVLRQLQJXSJUDGHVFDSLWDOH[SHQGLWXUHVUHSDLUVUHSODFHPHQWUHQHZDOV
RSHUDWLRQDQGPDLQWHQDQFHRIWKH3URMHFWSURYLGHGKRZHYHUWKDW6'* (VKDOO L SURYLGH
&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQZLWKSHULRGLFUHSRUWVUHJDUGLQJWKHGHYHORSPHQW
GHVLJQSHUPLWWLQJHQJLQHHULQJSURFXUHPHQWFRQVWUXFWLRQFRPPLVVLRQLQJXSJUDGHVFDSLWDO
H[SHQGLWXUHVUHSDLUVUHSODFHPHQWUHQHZDOVRSHUDWLRQDQGPDLQWHQDQFHRIWKH8QGHUJURXQG
6HJPHQW%QROHVVWKDQRQFHSHU\HDUDQG LL SURPSWO\LQIRUP&LWL]HQV6\FDPRUH3HQDVTXLWRV
7UDQVPLVVLRQRIDQ\PDWHULDOFKDQJHRUGHYHORSPHQWUHJDUGLQJWKHIRUHJRLQJWKDWZRXOG
VLJQLILFDQWO\LPSDFW&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQRUWKH&LWL]HQV7UDQVIHU
&DSDELOLW\RUWKDWZRXOGUHVXOWLQDSD\PHQWREOLJDWLRQE\&LWL]HQV6\FDPRUH3HQDVTXLWRV
7UDQVPLVVLRQSXUVXDQWWR6HFWLRQ&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQVKDOO
SURYLGH6'* (ZLWKSHULRGLFUHSRUWVUHJDUGLQJ&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQ¶V
DFWLYLWLHVDVVRFLDWHGZLWKLWVLQWHUHVWLQWKH8QGHUJURXQG6HJPHQW%LQFOXGLQJ&LWL]HQV
6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQ¶VSHUIRUPDQFHRILWVREOLJDWLRQVXQGHU6HFWLRQQROHVV
WKDQRQFHSHU\HDU


6'* (&RYHQDQWV

 6'* (3URYLVLRQRI&RVW5HFRYHU\'XULQJWKH7HUPLI6'* (LVQR
ORQJHUSDUWRIWKH&$,62RUDVXFFHVVRUUHJLRQDOWUDQVPLVVLRQHQWLW\WKDWKDV2SHUDWLRQDO&RQWURO
RYHU6'* (¶VWUDQVPLVVLRQV\VWHP6'* (VKDOOHQVXUHWKDW&LWL]HQV6\FDPRUH3HQDVTXLWRV
7UDQVPLVVLRQFDQUHFRYHUDQ\DQGDOORIWKHFRVWVVSHFLILHGLQ6HFWLRQDQG6HFWLRQDV
LI&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQZHUHVWLOOUHFRYHULQJWKHVHFRVWVXQGHULWV)(5&
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ILOHGDQGDFFHSWHGWUDQVPLVVLRQVHUYLFHWDULII)XUWKHULI6'* (LVQRORQJHUDPHPEHURIDQ\
UHJLRQDOWUDQVPLVVLRQHQWLW\DQG6'* (LWVHOIKDV2SHUDWLRQDO&RQWURORYHU6'* (¶V
WUDQVPLVVLRQV\VWHPWKHQ6'* (VKDOOJXDUDQWHHRUILQDQFLDOO\VXSSRUW DVDSSOLFDEOHXQGHUWKH
FLUFXPVWDQFHV WKHUHFHLSWE\&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQRIVXFKFRVWV
:KLOH6'* (LVSDUWRIWKH&$,62RUDVXFFHVVRUUHJLRQDOWUDQVPLVVLRQHQWLW\WKDWKDV
2SHUDWLRQDO&RQWURORYHU6'* (¶VWUDQVPLVVLRQV\VWHP6'* (VKDOOQRWEHUHTXLUHGWR
JXDUDQWHHRUILQDQFLDOO\VXSSRUW&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQ¶VFRVWUHFRYHU\
 ,QIRUPDWLRQ6KDULQJ8SRQUHDVRQDEOHQRWLFHDQGGXULQJUHJXODUEXVLQHVV
KRXUV6'* (VKDOODOORZ&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQDFFHVVWRWKH3URMHFW
VLWHDQGSURYLGHRWKHULQIRUPDWLRQUHODWHGWRWKH3URMHFWDVPD\EHUHDVRQDEO\UHTXHVWHGE\
&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQLQFOXGLQJEXWQRWOLPLWHGWR
D
&RVWLQJLQIRUPDWLRQWRHQVXUHWKDWFRVWVIRUWKH3URMHFWDUH
DOORFDWHGWRDSSURSULDWHSRUWLRQVRIWKH3URMHFWDQGWKDW6'* (NHHSVLWV
DFFRXQWVDQGSURYLGHVVXIILFLHQWLQIRUPDWLRQWR&LWL]HQV6\FDPRUH3HQDVTXLWRV
7UDQVPLVVLRQWRDOORZ&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQWRUHYLHZ
WKRVHDOORFDWLRQVDQGDFFRXQWVRQDQRQJRLQJEDVLV
E

3HUPLWWLQJLQIRUPDWLRQ

F

3ODQVVSHFLILFDWLRQVGHVLJQRUPDSVRIWKH3URMHFWDQG

G
&RQWUDFWVUHDVRQDEO\GHHPHGPDWHULDOWKDWDIIHFWWKHGHYHORSPHQW
GHVLJQSHUPLWWLQJHQJLQHHULQJSURFXUHPHQWDQGFRQVWUXFWLRQRIWKH3URMHFW


&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQ&RYHQDQWV

 /RZ,QFRPH(QHUJ\3URJUDPV&LWL]HQV6\FDPRUH3HQDVTXLWRV
7UDQVPLVVLRQDQG6'* (KDYHDJUHHGWKDWZLWKUHVSHFWWRHDFKFDOHQGDU\HDUGXULQJWKH7HUP
WKDW&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQVKDOOSD\RQHKDOIRI&LWL]HQV6\FDPRUH
3HQDVTXLWRV7UDQVPLVVLRQ¶VQHWDIWHUWD[SURILWVDWWULEXWDEOHWRWKH&LWL]HQV7UDQVIHU&DSDELOLW\
DVFDOFXODWHGEHIRUHVXFKSD\PHQWVDUHGHGXFWHGIURPVXFKSURILWVDVDEXVLQHVVH[SHQVH WR
SURJUDPVRUHQWLWLHVDVVLVWLQJORZLQFRPHSHUVRQVRI6DQ'LHJR&RXQW\WRSDUWLFLSDWHLQWKH
HOHFWULILFDWLRQRIWUDQVSRUWDWLRQLQFOXGLQJWKHSXUFKDVHRIHOHFWULFYHKLFOHVDQGUHODWHG
HTXLSPHQWZKLFKVKDOOEHVHOHFWHGE\&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQLQLWV
UHDVRQDEOHGLVFUHWLRQDQGPD\LQFOXGHVXFKSURJUDPVFRQGXFWHGE\RQHRILWVDIILOLDWHV7R
LPSOHPHQWWKLVDJUHHPHQWZLWKUHVSHFWWRHDFKFDOHQGDU\HDUGXULQJWKH7HUP&LWL]HQV
6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQVKDOOSD\E\QRODWHUWKDQ$SULORIWKHIROORZLQJ
FDOHQGDU\HDUWRSURJUDPVRUHQWLWLHVDVVLVWLQJORZLQFRPHSHUVRQVRI6DQ'LHJR&RXQW\WR
SDUWLFLSDWHLQWKHHOHFWULILFDWLRQRIWUDQVSRUWDWLRQLQFOXGLQJWKHSXUFKDVHRIHOHFWULFYHKLFOHVDQG
UHODWHGHTXLSPHQWDQDPRXQWHTXDOWRRUJUHDWHUWKDQ&LWL]HQV6\FDPRUH3HQDVTXLWRV
7UDQVPLVVLRQ¶V1HW$IWHU7D[&DVK)ORZIRUVXFK\HDU H[FOXVLYHRIWKHSURFHHGVRI
LQGHEWHGQHVVDQGDIWHUGHGXFWLQJSD\PHQWVUHTXLUHGXQGHUWKLV6HFWLRQ ,I&LWL]HQV
6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQKDVQRWILQDOO\GHWHUPLQHGLWV1HW$IWHU7D[&DVK)ORZIRU
DFDOHQGDU\HDUGXULQJWKH7HUPE\$SULORIWKHIROORZLQJFDOHQGDU\HDUWKHQ&LWL]HQV
6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQVKDOOPDNHDJRRGIDLWKHVWLPDWHRIVXFK1HW$IWHU7D[





Attachment PFS-1
Page 136 of 165

Exhibit CEC-3
Page 47 of 73


&DVK)ORZIRUSXUSRVHVRIPDNLQJWKHSD\PHQWUHTXLUHGE\WKHSUHYLRXVVHQWHQFHDQGWKH
DPRXQWRIVXFKSD\PHQWVKDOOEHWUXHGXSE\&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQ
EDVHGRQLWVILQDOGHWHUPLQDWLRQRIVXFK1HW$IWHU7D[&DVK)ORZIRUWKHDSSOLFDEOHFDOHQGDU
\HDUE\QRODWHUWKDQWKHGDWHWKDWLVGD\VDIWHULWKDVILQDOO\GHWHUPLQHGVXFK1HW$IWHU7D[
&DVK)ORZIRUWKHDSSOLFDEOHFDOHQGDU\HDU(DFK\HDUDVSDUWRILWVDQQXDOUHSRUWLQJXQGHU
6HFWLRQ&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQVKDOOSURYLGHWR6'* (DFHUWLILFDWH
IURPDQRIILFHURI&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQFRQILUPLQJWKDWLWKDVFRPSOLHG
ZLWKWKLV6HFWLRQ6ROHO\IRUSXUSRVHVRIWKLV6HFWLRQ&LWL]HQV6\FDPRUH3HQDVTXLWRV
7UDQVPLVVLRQVKDOOEHGHHPHGWREHWUHDWHGDVDFRUSRUDWLRQIRUWD[SXUSRVHV)RUSXUSRVHVRI
WKLV6HFWLRQWKHIROORZLQJWHUPVVKDOOKDYHWKHIROORZLQJPHDQLQJV
D
³1HW$IWHU7D[&DVK)ORZ´PHDQVIRUDQ\FDOHQGDU\HDUWKH
H[FHVVLIDQ\RI L DOO5HYHQXHVUHFHLYHGE\&LWL]HQV6\FDPRUH3HQDVTXLWRV
7UDQVPLVVLRQZLWKUHVSHFWWRVXFK\HDURYHU LL WKHVXPZLWKRXWGXSOLFDWLRQRI
$ DOO([SHQVHVSDLGE\&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQZLWK
UHVSHFWWRVXFK\HDUDQG % DOOLQWHUHVWSULQFLSDOIHHVSUHPLXPVDQGPDNH
ZKROHDPRXQWVSDLGDQGDPRXQWVXVHGWRIXQGFDVKUHVHUYHVZLWKUHVSHFWWRVXFK
\HDUE\&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQZLWKUHVSHFWWRLWV
LQGHEWHGQHVV H[FOXGLQJWKHUHIURPDQ\VXFKDPRXQWVWRWKHH[WHQWSDLGZLWKIXQGV
RQGHSRVLWLQUHVHUYHDFFRXQWV LQDOOFDVHVWRWKHH[WHQWDVVRFLDWHGZLWKWKH
&LWL]HQV7UDQVIHU&DSDELOLW\
E
³([SHQVHV´PHDQVWKHVXPFRPSXWHGZLWKRXWGXSOLFDWLRQRIDOO
FDVKRSHUDWLQJDQGPDLQWHQDQFHH[SHQVHVDQGFDSLWDOH[SHQGLWXUHVRI&LWL]HQV
6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQDQGUHTXLUHGUHVHUYHVLQUHVSHFWRIDQ\VXFK
H[SHQVHVLQDOOFDVHVDVVRFLDWHGZLWKWKH&LWL]HQV7UDQVIHU&DSDELOLW\LQFOXGLQJ
ZLWKRXWGXSOLFDWLRQ  L DOODPRXQWVSDLGE\&LWL]HQV6\FDPRUH3HQDVTXLWRV
7UDQVPLVVLRQXQGHUWKLV/HDVH RWKHUWKDQWKH3UHSDLG5HQW SOXV LL DOOFRVWV
GHVFULEHGLQ6HFWLRQSOXV LLL DOOIHGHUDOVWDWHDQGORFDOLQFRPHWD[HVWKDW
ZRXOGEHSD\DEOHE\&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQLI&LWL]HQV
6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQZHUHWUHDWHGDVDFRUSRUDWLRQIRUWD[
SXUSRVHVSOXV LY DQ\QHZWD[HVLQFRPHWD[HVSURSHUW\WD[HVIHHVRURWKHU
FKDUJHVEHLQJOHYLHGE\D*RYHUQPHQWDO$XWKRULW\GHVFULEHGLQ6HFWLRQSDLG
E\&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQSOXV Y SD\PHQWVPDGHE\
&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQWRSURJUDPVRUHQWLWLHVDVVLVWLQJORZ
LQFRPHSHUVRQVRI6DQ'LHJR&RXQW\WRSDUWLFLSDWHLQWKHHOHFWULILFDWLRQRI
WUDQVSRUWDWLRQLQFOXGLQJWKHSXUFKDVHRIHOHFWULFYHKLFOHVDQGUHODWHGHTXLSPHQW
LQDOOFDVHVWRWKHH[WHQWDVVRFLDWHGZLWKWKH&LWL]HQV7UDQVIHU&DSDELOLW\
([SHQVHVVKDOOQRWLQFOXGH $ DQ\RIWKHIRUHJRLQJH[SHQVHVWRWKHH[WHQWSDLG
ZLWKIXQGVRQGHSRVLWLQUHVHUYHDFFRXQWV % GLVWULEXWLRQVRIDQ\NLQGE\
&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQPDGHZLWKUHVSHFWWRLWVHTXLW\
LQWHUHVWVKHOGE\DQ\RILWVDIILOLDWHV & GHSUHFLDWLRQRUREVROHVFHQFHFKDUJHVRU
UHVHUYHVWKHUHIRUDPRUWL]DWLRQRILQWDQJLEOHVRURWKHUERRNNHHSLQJHQWULHVRID
VLPLODUQRQFDVKQDWXUHDQG ' H[SHQVHVFRYHUHGE\WKHSURFHHGVRILQVXUDQFH
WKDWDUHQRWLQFOXGHGLQWKHGHILQLWLRQRI5HYHQXHVEHORZ
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F
³5HYHQXHV´PHDQVDOOLQFRPHUHYHQXHVDQGUHFHLSWV ZLWKRXW
GXSOLFDWLRQ UHFHLYHGE\&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQWKDWDUH
GHULYHGIURPRUDVVRFLDWHGZLWKWKH&LWL]HQV7UDQVIHU&DSDELOLW\LQFOXGLQJ
ZLWKRXWOLPLWDWLRQUHYHQXHVIURP L WKHWRWDODQQXDODXWKRUL]HGUHYHQXH
UHTXLUHPHQWRI&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQDVVRFLDWHGZLWKWKH
&LWL]HQV7UDQVIHU&DSDELOLW\DVDSSURYHGE\WKH)(5& LL SURFHHGVRIDQ\
EXVLQHVVLQWHUUXSWLRQRURWKHULQVXUDQFHUHFHLYHGE\&LWL]HQV6\FDPRUH
3HQDVTXLWRV7UDQVPLVVLRQSOXV LLL WKHSURFHHGVRIDQ\FRQGHPQDWLRQDZDUGV
UHODWLQJWRWKH/HDVHUHFHLYHGE\&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQ
SOXV LY DOOLQYHVWPHQWLQFRPHRQEDODQFHVRIIXQGVKHOGLQWKHDFFRXQWVRI
&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQSOXV Y DWWKHPDWXULW\RIDOORI
&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQ¶VLQGHEWHGQHVVDOOEDODQFHVRI
IXQGVKHOGLQUHVHUYHDFFRXQWVRI&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQLQ
DOOFDVHVWRWKHH[WHQWGHULYHGIURPRUDVVRFLDWHGZLWKWKH&LWL]HQV7UDQVIHU
&DSDELOLW\
 ,QIRUPDWLRQ6KDULQJ8SRQUHDVRQDEOHQRWLFH&LWL]HQV6\FDPRUH
3HQDVTXLWRV7UDQVPLVVLRQVKDOOSURYLGHLQIRUPDWLRQUHODWHGWRWKH3URMHFWDVPD\EHUHDVRQDEO\
UHTXHVWHGE\6'* (LQFOXGLQJEXWQRWOLPLWHGWRLQIRUPDWLRQUHJDUGLQJ&LWL]HQV6\FDPRUH
3HQDVTXLWRV7UDQVPLVVLRQ¶VSHUIRUPDQFHRILWVREOLJDWLRQVXQGHU6HFWLRQ
 &RQWURO$WDOOWLPHVGXULQJWKH7HUP&LWL]HQV6\FDPRUH3HQDVTXLWRV
7UDQVPLVVLRQVKDOOH[HFXWHDQ\GRFXPHQWVUHDVRQDEO\UHTXHVWHGE\6'* (DQGSURYLGHDQ\
RWKHUFRRSHUDWLRQUHDVRQDEO\UHTXHVWHGE\6'* (LQRUGHUWRFDXVHWKH&LWL]HQV7UDQVIHU
&DSDELOLW\WREHXQGHUWKH2SHUDWLRQDO&RQWURORIWKH6\VWHP2SHUDWRU
 /RFDO)XUQLVKLQJ%RQGV&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQ
DJUHHVWKDWGXULQJWKH7HUPRIWKH/HDVHLWVKDOORULWVKDOOXVHFRPPHUFLDOO\UHDVRQDEO\HIIRUWV
WRFDXVHWKH6\VWHP2SHUDWRUWRXQGHUWDNHLWV2SHUDWLRQDO&RQWURORIWKH&LWL]HQV7UDQVIHU
&DSDELOLW\FRQVLVWHQWZLWKWKH/RFDO)XUQLVKLQJ%RQG(QFXPEUDQFHVDVPD\EHDPHQGHG
PRGLILHGRUVXSSOHPHQWHGIURPWLPHWRWLPHSXUVXDQWWRDSSOLFDEOHODZ
$57,&/(9,

(9(1762)'()$8/75(0(',(6

 (YHQWVRI'HIDXOW$Q³(YHQWRI'HIDXOW´VKDOOPHDQZLWKUHVSHFWWRHLWKHU3DUW\
D³'HIDXOWLQJ3DUW\´ WKHRFFXUUHQFHRIDQ\RIWKHIROORZLQJ
 )DLOXUHWR0DNH3D\PHQW$3DUW\VKDOOIDLOWRPDNHSD\PHQWVIRU
DPRXQWVGXHXQGHUWKLV/HDVHZLWKLQGD\VDIWHUQRWLFHWKDWVXFKSD\PHQWLVSDVWGXH
 )DLOXUHWR3HUIRUP$3DUW\VKDOOIDLOWRFRPSO\ZLWKDQ\RWKHUPDWHULDO
SURYLVLRQRIWKLV/HDVHDQGDQ\VXFKIDLOXUHVKDOOFRQWLQXHXQFXUHGIRUGD\VDIWHUQRWLFH
WKHUHRISURYLGHGWKDWLIVXFKIDLOXUHLVQRWFDSDEOHRIEHLQJFXUHGZLWKLQVXFKSHULRGRIGD\V
ZLWKWKHH[HUFLVHRIUHDVRQDEOHGLOLJHQFHWKHQVXFKFXUHSHULRGVKDOOEHH[WHQGHGIRUDQ
DGGLWLRQDOUHDVRQDEOHSHULRGRIWLPHVRORQJDVWKH'HIDXOWLQJ3DUW\LVH[HUFLVLQJFRPPHUFLDOO\
UHDVRQDEOHHIIRUWVWRFXUHVXFKIDLOXUH
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 )DLOXUHRI5HSUHVHQWDWLRQ$Q\UHSUHVHQWDWLRQPDGHE\D3DUW\KHUHXQGHU
VKDOOIDLOWREHWUXHLQDQ\PDWHULDOUHVSHFWDWWKHWLPHVXFKUHSUHVHQWDWLRQLVJLYHQDQGVXFK
IDLOXUHVKDOOQRWEHFXUHGZLWKLQGD\VDIWHUQRWLFHWKHUHRIE\WKHQRQ'HIDXOWLQJ3DUW\
 6\VWHP2SHUDWRU&RQWURO$Q\RIWKH&LWL]HQV7UDQVIHU&DSDELOLW\VKDOO
IDLOWREH
D
SURYLGHGIRUWKHEHQHILWRIDQGPDGHDYDLODEOHWR&$,62(OLJLEOH
&XVWRPHUVDWUDWHVWHUPVDQGFRQGLWLRQVGHHPHGMXVWDQGUHDVRQDEOHDQGQRW
XQGXO\GLVFULPLQDWRU\E\)(5&SXUVXDQWWR6HFWLRQRIWKH)HGHUDO3RZHU
$FWRU
E
LQWKH%DODQFLQJ$XWKRULW\$UHDDQGXQGHUWKH2SHUDWLRQDO&RQWURO
RIWKH&$,62RUDVXFFHVVRU6\VWHP2SHUDWRUGHVLJQDWHGE\6'* (
DQGDQ\VXFKIDLOXUHVKDOOFRQWLQXHXQFXUHGIRUGD\VDIWHU1RWLFHWKHUHRIIURP
6'* (WR&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQ
 $VVLJQPHQW7KHIDLOXUHWRFRPSO\ZLWKWKHDVVLJQPHQWDQGVXEOHWWLQJ
SURYLVLRQVRI6HFWLRQDQG6HFWLRQ
 %DQNUXSWF\6XFK3DUW\EHFRPHVEDQNUXSW
 5HPHGLHV6XEMHFWWR$UWLFOH;,,DQG6HFWLRQLIDQ(YHQWRI'HIDXOWRFFXUV
DQGLVFRQWLQXLQJWKHQRQ'HIDXOWLQJ3DUW\VKDOOKDYHWKHULJKWWRSXUVXHDOOUHPHGLHVDYDLODEOH
DWODZRULQHTXLW\LQFOXGLQJZLWKRXWOLPLWDWLRQWKHULJKWWRLQVWLWXWHDQDFWLRQVXLWRUSURFHHGLQJ
LQHTXLW\IRUVSHFLILFSHUIRUPDQFHRIWKHREOLJDWLRQVXQGHUWKLV/HDVH
 /LPLWDWLRQRQ/LDELOLW\7+(5(,612:$55$17<2)
0(5&+$17$%,/,7<25),71(66)25$3$57,&8/$5385326(:,7+5(63(&772
$1<352'8&7$1'$1<$1'$//,03/,(':$55$17,(6$5(',6&/$,0('
7+(2%/,*25¶6/,$%,/,7<6+$//%(/,0,7('72',5(&7$&78$/'$0$*(6
21/<68&+',5(&7$&78$/'$0$*(672%(7+(62/($1'(;&/86,9(
5(0('<$1'$//27+(55(0(',(625'$0$*(6$7/$:25,1(48,7<
27+(57+$1,1-81&7,9(5(/,()$63529,'(',17+,6/($6( $5(:$,9('
127:,7+67$1',1*$1<7+,1*727+(&2175$5<,17+,6/($6(1(,7+(5
3$57<6+$//%(/,$%/(727+(27+(53$57<)25$1<,1',5(&763(&,$/
(;(03/$5<,1&,'(17$/381,7,9(/267352),76%86,1(66,17(55837,21
25&216(48(17,$/'$0$*(6:+$762(9(581'(5$1<7+(25<,1&/8',1*
%<67$787(&2175$&77257 ,1&/8',1*1(*/,*(1&( 25675,&7/,$%,/,7<
81'(5$1<,1'(01,7<3529,6,216(7)257+,17+,6/($6(2527+(5:,6(
(;&(37727+((;7(1768&+'$0$*(6$5(7+,5'3$57<&/$,06)25
:+,&+$3$57<,6/,$%/($1')25:+,&+7+(27+(53$57<+$6$1
,1'(01,7<2%/,*$7,21+(5(81'(5 5(68/7,1*)520$3$57<¶6
3(5)250$1&(251213(5)250$1&(2),762%/,*$7,21681'(525
7(50,1$7,212)7+,6/($6(7+(3$57,(6,17(1'7+$77+(/,0,7$7,216
+(5(,1,0326('215(0(',(6$1'7+(0($685(2)'$0$*(6%(:,7+287
5(*$5'727+(&$86(25&$86(65(/$7('7+(5(72,1&/8',1*7+(
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1(*/,*(1&(2)$1<3$57<:+(7+(568&+1(*/,*(1&(%(62/(-2,1725
&21&855(1725$&7,9(253$66,9(127+,1*,17+,66(&7,2135(9(17625
,6,17(1'('7235(9(17$3$57<)5206((.,1*63(&,),&3(5)250$1&(
81/(663(5)250$1&(,627+(5:,6((;&86('+(5(,17+(3529,6,2162)
7+,66(&7,216+$//127%(&216758('725(/,(9($1<,1685(52),76
2%/,*$7,21723$<$1<,1685$1&(352&(('6,1$&&25'$1&(:,7+7+(
7(506$1'&21',7,2162)9$/,'$1'(1)25&($%/(,1685$1&(32/,&,(6
$57,&/(9,,


5(35(6(17$7,216$1':$55$17,(6

6'* ($VRIWKH(IIHFWLYH'DWH6'* (UHSUHVHQWVDQGZDUUDQWVDVIROORZV

 2UJDQL]DWLRQDQG([LVWHQFH6'* (LVDGXO\RUJDQL]HGDQGYDOLGO\
H[LVWLQJFRUSRUDWLRQLQJRRGVWDQGLQJXQGHUWKHODZVRIWKH6WDWHRI&DOLIRUQLDDQGLVTXDOLILHGWR
WUDQVDFWEXVLQHVVLQDOOMXULVGLFWLRQVZKHUHWKHRZQHUVKLSRILWVSURSHUWLHVRULWVRSHUDWLRQV
UHTXLUHVXFKTXDOLILFDWLRQH[FHSWZKHUHWKHIDLOXUHWRVRTXDOLI\ZRXOGQRWKDYHDPDWHULDO
DGYHUVHHIIHFWRQLWVILQDQFLDOFRQGLWLRQLWVDELOLW\WRRZQLWVSURSHUWLHVRUWUDQVDFWLWVEXVLQHVV
RUWRFDUU\RXWWKHWUDQVDFWLRQVDQGDFWLYLWLHVFRQWHPSODWHGKHUHE\
 ([HFXWLRQ'HOLYHU\DQG(QIRUFHDELOLW\6'* (KDVIXOOFRUSRUDWHSRZHU
DQGDXWKRULW\WRFDUU\RQLWVEXVLQHVVDVQRZFRQGXFWHGHQWHULQWRDQGWRFDUU\RXWLWV
REOLJDWLRQVXQGHUWKLV/HDVH7KHH[HFXWLRQGHOLYHU\DQGSHUIRUPDQFHE\6'* (RIWKLV/HDVH
DQGWKHFRQVXPPDWLRQRIWKHWUDQVDFWLRQVDQGDFWLYLWLHVFRQWHPSODWHGXQGHUWKLV/HDVHKDYH
EHHQGXO\DXWKRUL]HGE\DOOQHFHVVDU\FRUSRUDWHDFWLRQUHTXLUHGRQWKHSDUWRI6'* (7KLV
/HDVHKDVEHHQGXO\DQGYDOLGO\H[HFXWHGDQGGHOLYHUHGE\6'* (DQGFRQVWLWXWHVWKHYDOLGDQG
OHJDOO\ELQGLQJREOLJDWLRQVRI6'* (HQIRUFHDEOHDJDLQVW6'* (LQDFFRUGDQFHZLWKLWV
WHUPVH[FHSWDVVXFKHQIRUFHDELOLW\PD\EHOLPLWHGE\EDQNUXSWF\LQVROYHQF\UHRUJDQL]DWLRQ
PRUDWRULXPRURWKHUVLPLODUODZVRIJHQHUDODSSOLFDWLRQUHODWLQJWRRUDIIHFWLQJWKHHQIRUFHPHQW
RIFUHGLWRUV¶ULJKWVDQGE\JHQHUDOHTXLWDEOHSULQFLSOHV
 1R9LRODWLRQ1RQHRIWKHH[HFXWLRQDQGGHOLYHU\RIWKLV/HDVHWKH
FRPSOLDQFHZLWKDQ\SURYLVLRQKHUHRIQRUWKHFRQVXPPDWLRQRIWKHWUDQVDFWLRQVDQGDFWLYLWLHV
FRQWHPSODWHGKHUHE\ZLOO  YLRODWHRUFRQIOLFWZLWKRUUHVXOWLQDEUHDFKRUGHIDXOWXQGHUDQ\
SURYLVLRQVRIWKHDUWLFOHVRILQFRUSRUDWLRQRUE\ODZVRI6'* (RUDQ\PDWHULDODJUHHPHQWWR
ZKLFK6'* (LVDSDUW\RUE\ZKLFKLWVDVVHWVDUHERXQGRU  YLRODWHRUFRQIOLFWZLWKRUUHVXOW
LQDEUHDFKRUGHIDXOWXQGHUDQ\DSSOLFDEOHODZRUUHJXODWLRQRIDQ\*RYHUQPHQWDO$XWKRULW\
>Note to form:confirm that there will not be any outstanding regulatory consents required upon
the Effective Date.@
 &LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQ$VRIWKH(IIHFWLYH'DWH&LWL]HQV
6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQUHSUHVHQWVDQGZDUUDQWVDVIROORZV
 2UJDQL]DWLRQDQG([LVWHQFH&LWL]HQV6\FDPRUH3HQDVTXLWRV
7UDQVPLVVLRQLVDGXO\RUJDQL]HGDQGYDOLGO\H[LVWLQJOLPLWHGOLDELOLW\FRPSDQ\LQJRRGVWDQGLQJ
XQGHUWKHODZVRIWKH6WDWHRI'HODZDUHDQGLVTXDOLILHGWRWUDQVDFWEXVLQHVVLQDOOMXULVGLFWLRQV
ZKHUHWKHRZQHUVKLSRILWVSURSHUWLHVRULWVRSHUDWLRQVUHTXLUHVXFKTXDOLILFDWLRQH[FHSWZKHUH
WKHIDLOXUHWRVRTXDOLI\ZRXOGQRWKDYHDPDWHULDODGYHUVHHIIHFWRQLWVILQDQFLDOFRQGLWLRQLWV
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DELOLW\WRRZQLWVSURSHUWLHVRUWUDQVDFWLWVEXVLQHVVRUWRFDUU\RXWWKHWUDQVDFWLRQVDQGDFWLYLWLHV
FRQWHPSODWHGKHUHE\
 ([HFXWLRQ'HOLYHU\DQG(QIRUFHDELOLW\&LWL]HQV6\FDPRUH3HQDVTXLWRV
7UDQVPLVVLRQKDVIXOOFRPSDQ\SRZHUDQGDXWKRULW\WRFDUU\RXWLWVREOLJDWLRQVXQGHUWKLV/HDVH
7KHH[HFXWLRQGHOLYHU\DQGSHUIRUPDQFHE\&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQRI
WKLV/HDVHDQGWKHFRQVXPPDWLRQRIWKHWUDQVDFWLRQVDQGDFWLYLWLHVFRQWHPSODWHGXQGHUWKLV
/HDVHKDYHEHHQGXO\DXWKRUL]HGE\DOOQHFHVVDU\FRPSDQ\DFWLRQUHTXLUHGRQWKHSDUWRI
&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQ7KLV/HDVHKDVEHHQGXO\DQGYDOLGO\H[HFXWHG
DQGGHOLYHUHGE\&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQDQGFRQVWLWXWHVWKHYDOLGDQG
OHJDOO\ELQGLQJREOLJDWLRQVRI&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQHQIRUFHDEOHDJDLQVW
&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQLQDFFRUGDQFHZLWKLWVWHUPVH[FHSWDVVXFK
HQIRUFHDELOLW\PD\EHOLPLWHGE\EDQNUXSWF\LQVROYHQF\UHRUJDQL]DWLRQPRUDWRULXPRURWKHU
VLPLODUODZVRIJHQHUDODSSOLFDWLRQUHODWLQJWRRUDIIHFWLQJWKHHQIRUFHPHQWRIFUHGLWRUV¶ULJKWV
DQGE\JHQHUDOHTXLWDEOHSULQFLSOHV
 1R9LRODWLRQ1RQHRIWKHH[HFXWLRQDQGGHOLYHU\RIWKLV/HDVHWKH
FRPSOLDQFHZLWKDQ\SURYLVLRQKHUHRIQRUWKHFRQVXPPDWLRQRIWKHWUDQVDFWLRQVDQGDFWLYLWLHV
FRQWHPSODWHGKHUHE\ZLOO  YLRODWHRUFRQIOLFWZLWKRUUHVXOWLQDEUHDFKRUGHIDXOWXQGHUDQ\
SURYLVLRQVRIWKHFHUWLILFDWHRIIRUPDWLRQRURSHUDWLQJDJUHHPHQWRI&LWL]HQV6\FDPRUH
3HQDVTXLWRV7UDQVPLVVLRQRUDQ\PDWHULDODJUHHPHQWWRZKLFK&LWL]HQV6\FDPRUH3HQDVTXLWRV
7UDQVPLVVLRQLVDSDUW\RUE\ZKLFKLWVDVVHWVDUHERXQGRU  YLRODWHRUFRQIOLFWZLWKRUUHVXOW
LQDEUHDFKRUGHIDXOWXQGHUDQ\DSSOLFDEOHODZRUUHJXODWLRQRIDQ\*RYHUQPHQWDO$XWKRULW\
>Note to form:confirm that there will not be any outstanding regulatory consents required upon
the Effective Date.@
 1R2EMHFWLRQWR&XUUHQW'HVLJQ&LWL]HQV6\FDPRUH3HQDVTXLWRV
7UDQVPLVVLRQKDVQRREMHFWLRQWRWKHSURSRVHGVFKHGXOHSODQVVSHFLILFDWLRQVDQGGHVLJQRIWKH
3URMHFWWRWKHH[WHQWGHVFULEHGLQ6'* (¶V&3&1$SSOLFDWLRQWKH)LQDO(,5DQGWKH&3&1
'HFLVLRQ
$57,&/(9,,,

7$;(6$1'$66(660(176

 3URSHUW\7D[HV7KH3DUWLHVFRQWHPSODWHWKDWWKH3URSHUW\7D[HVRQWKH
8QGHUJURXQG6HJPHQW%ZLOOEHDVVHVVHGE\WKH&DOLIRUQLD6WDWH%RDUGRI(TXDOL]DWLRQ,IWKH
3URSHUW\7D[HVRQWKH8QGHUJURXQG6HJPHQW%DUHDVVHVVHGDJDLQVWDQGSDLGE\6'* (DQGQR
3URSHUW\7D[HVDUHDVVHVVHGRQWKH&LWL]HQV7UDQVIHU&DSDELOLW\DJDLQVW&LWL]HQV6\FDPRUH
3HQDVTXLWRV7UDQVPLVVLRQWKHQWKH$GGLWLRQDO5HQWIRUDQ\SHULRGVKDOOLQFOXGHWKH$SSOLFDEOH
3RUWLRQRI3URSHUW\7D[HVIRUVXFKSHULRG,IWKH3URSHUW\7D[HVRQWKH8QGHUJURXQG6HJPHQW%
DUHDVVHVVHGDJDLQVWDQGSDLGE\ERWK6'* (DQG&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQ
WKHQWKH$GGLWLRQDO5HQWIRUDQ\SHULRGVKDOOEHDGMXVWHGVRWKDW&LWL]HQV6\FDPRUH3HQDVTXLWRV
7UDQVPLVVLRQEHDUVWKHFRVWRIWKH$SSOLFDEOH3RUWLRQRI3URSHUW\7D[HVHLWKHUE\UHLPEXUVHPHQW
WR6'* (RUSD\PHQWGLUHFWO\WRWD[LQJDXWKRULWLHVDQG6'* (EHDUVWKHUHPDLQGHURIWKH
FRVWVRIVXFK3URSHUW\7D[HV,IGXULQJWKH7HUPWKHUHJXODWRU\UHJLPHE\ZKLFK3URSHUW\7D[HV
DUHDVVHVVHGVKDOOFKDQJHWKHQWKH3DUWLHVVKDOOPDNHDSSURSULDWHDGMXVWPHQWVWRWKLV6HFWLRQ
VRWKDW&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQEHDUVWKHFRVWRIWKH$SSOLFDEOH3RUWLRQRI
3URSHUW\7D[HVHLWKHUE\UHLPEXUVHPHQWWR6'* (RUSD\PHQWGLUHFWO\WRWD[LQJDXWKRULWLHV
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 6HFWLRQ5HQWDO$JUHHPHQW,WLVWKHLQWHQWLRQRIWKH3DUWLHVWKDW L WKLV/HDVH
FRQVWLWXWHD³6HFWLRQUHQWDODJUHHPHQW´ZLWKLQWKHPHDQLQJRI6HFWLRQ G  RIWKH86
,QWHUQDO5HYHQXH&RGHDQG LL WKDWSUHSDLGUHQWDFFUXHIRU86WD[SXUSRVHVLQDFFRUGDQFHZLWK
6HFWLRQ E  RIWKH86,QWHUQDO5HYHQXH&RGHDQGWKHSURYLVLRQVRIWKLV/HDVHVKDOOWRWKH
IXOOHVWH[WHQWIHDVLEOHEHFRQVWUXHGFRQVLVWHQWZLWKVXFKLQWHQWLRQ$WWDFKHGDV([KLELW%LVD
VFKHGXOHDOORFDWLQJWKH3UHSDLG5HQWRYHUWKH7HUPDQGDVVKRZQRQVXFKVFKHGXOHWKH3DUWLHV
VKDOOWUHDWLWHPVRILQFRPHDQGH[SHQVHLQDUHFLSURFDOPDQQHU7KH3DUWLHVVKDOOUHSRUWWKH
3UHSDLG5HQWDVDFFUXLQJIRUWD[SXUSRVHVTXDUWHUO\LQDUUHDUV7KH3DUWLHVVKDOOWUHDWWKH3UHSDLG
5HQWWRWKHH[WHQWLWH[FHHGVWKHUHQWWKDWKDVDFFUXHGDVDORDQE\&LWL]HQV6\FDPRUH
3HQDVTXLWRV7UDQVPLVVLRQWR6'* (WKDWEHDUVLQWHUHVWDWDUDWHHTXDOWRRIWKH
³DSSOLFDEOH)HGHUDOUDWH´DVUHTXLUHGE\6HFWLRQ H  RIWKH86,QWHUQDO5HYHQXH&RGH
>Note to form: include the final Exhibit B in the final execution version@
 7D[%HQHILWV$VWKHRZQHURIWKHUHVLGXDOLQWHUHVWLQWKH&LWL]HQV7UDQVIHU
&DSDELOLW\DIWHUWKHH[SLUDWLRQRUHDUOLHUWHUPLQDWLRQRIWKLV/HDVH6'* (PD\EHGHHPHGWREH
WKHWD[RZQHURIWKHHQWLUH8QGHUJURXQG6HJPHQW%DQGPD\EHHQWLWOHGWRUHFHLYHWD[FUHGLWVRU
EHQHILWVLQFOXGLQJERQXVWD[GHSUHFLDWLRQGHGXFWLRQVLQFRQQHFWLRQZLWKLWVRZQHUVKLSRIWKH
8QGHUJURXQG6HJPHQW%WKDW&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQPD\QRWEHHQWLWOHG
WRUHFHLYHLQFRQQHFWLRQZLWKLWVRZQHUVKLSRIDOHDVHKROGLQWHUHVWLQWKH8QGHUJURXQG6HJPHQW
%7RWKHVDPHH[WHQWWKDW6'* (VHHNVVXFKWD[FUHGLWVRUEHQHILWVUHODWHGWRLWVLQWHUHVWLQWKH
8QGHUJURXQG6HJPHQW%6'* (VKDOODOVRVHHNVXFKWD[FUHGLWVRUEHQHILWVUHODWHGWR&LWL]HQV
6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQ¶VLQWHUHVWLQWKH8QGHUJURXQG6HJPHQW%7RWKHH[WHQW
6'* (UHDOL]HVVXFKWD[FUHGLWVRUEHQHILWVUHODWHGWR&LWL]HQV6\FDPRUH3HQDVTXLWRV
7UDQVPLVVLRQ¶VLQWHUHVWLQWKH8QGHUJURXQG6HJPHQW%DQGRQO\WRWKHH[WHQWVXFKWD[FUHGLWVRU
EHQHILWVDUHQRWDOUHDG\DFFRXQWHGIRULQWKH6'* (5HSUHVHQWDWLYH5DWHPRGHO6'* (VKDOO
SD\RUFUHGLWDJDLQVW$GGLWLRQDO5HQWRWKHUZLVHSD\DEOHKHUHXQGHUE\&LWL]HQV6\FDPRUH
3HQDVTXLWRV7UDQVPLVVLRQHDFK\HDUDQDPRXQWHTXDOWRWKHDQQXDOUHYHQXHUHTXLUHPHQW
UHGXFWLRQ6'* (FRXOGKDYHUHDOL]HGIURPUDWHSD\HUVLI6'* (FRXOGUHGXFHLWVUDWHV
DVVRFLDWHGZLWKVXFKWD[FUHGLWVRUEHQHILWVUHODWHGWR&LWL]HQV6\FDPRUH3HQDVTXLWRV
7UDQVPLVVLRQ¶VLQWHUHVWLQWKH8QGHUJURXQG6HJPHQW%DVPD\EHUHDVRQDEOHDQGDSSURSULDWHIRU
WKHSDUWLFXODUWD[FUHGLWRUEHQHILW7KH3DUWLHVDFNQRZOHGJHWKDWQHLWKHUWKHWD[FUHGLWVRU
EHQHILWVWKDW6'* (PD\EHHQWLWOHGWRQRUWKHSRWHQWLDOUHGXFWLRQLQ6'* (¶VUDWHVDVVRFLDWHG
ZLWKVXFKWD[FUHGLWVRUEHQHILWVHDFKDVGHVFULEHGXQGHUWKLV6HFWLRQDUHIXOO\NQRZQWRWKH
3DUWLHVDVRIWKH(IIHFWLYH'DWH$FFRUGLQJO\WKH3DUWLHVVKDOOFRRSHUDWHWRGHWHUPLQHD
UHDVRQDEOHDQGHTXLWDEOHSD\PHQWDPRXQWXQGHUWKLV6HFWLRQHDFK\HDURIWKH7HUP
$57,&/(,;

,1685$1&(,1'(01,7<

 ,QVXUDQFH6'* (VKDOOLQVXUHWKH3URMHFWLQDFFRUGDQFHZLWKLWVVWDQGDUG
SUDFWLFHVZLWKUHVSHFWWRWUDQVPLVVLRQSURMHFWV,I6'* (GRHVQRWDSSO\WKHLQVXUDQFHSURFHHGV
LWUHFHLYHVGLUHFWO\DWWULEXWDEOHWRWKHGDPDJHRUGHVWUXFWLRQRIWKH8QGHUJURXQG6HJPHQW%
WRZDUGWKHUHSDLUUHFRQVWUXFWLRQRUUHSODFHPHQWRIWKH8QGHUJURXQG6HJPHQW%WKHQVXEMHFWWR
WKH6'* (,QGHQWXUH6'* (VKDOOSD\WR&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQDSUR
UDWDVKDUHRIVXFKLQVXUDQFHSURFHHGVWRWKHH[WHQWRILWVLQWHUHVWUHPDLQLQJLQWKH8QGHUJURXQG
6HJPHQW%,I6'* (GRHVDSSO\WKHLQVXUDQFHSURFHHGVLWUHFHLYHVGLUHFWO\DWWULEXWDEOHWRWKH
GDPDJHRUGHVWUXFWLRQRIWKH8QGHUJURXQG6HJPHQW%WRZDUGWKHUHSDLUUHFRQVWUXFWLRQRU
UHSODFHPHQWRIWKH8QGHUJURXQG6HJPHQW%DQG6'* (LQFXUVDGGLWLRQDOFDSLWDOFRVWV
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LQFOXGLQJDQ\GHGXFWLEOHV EH\RQGVXFKLQVXUDQFHSURFHHGVIRUWKHUHSDLUUHFRQVWUXFWLRQRU
UHSODFHPHQWRIWKH8QGHUJURXQG6HJPHQW%WKH&LWL]HQV3HUFHQWDJH,QWHUHVWVKDOOEHDGMXVWHG
SXUVXDQWWR6HFWLRQLQUHVSHFWRIVXFKDGGLWLRQDOFDSLWDOFRVWVRQO\ DQGQRWLQUHVSHFWRIWKH
LQVXUDQFHSURFHHGV 
 ,QGHPQLW\$3DUW\VKDOOQRWEHOLDEOHWRWKHRWKHU3DUW\IRUDQ\OLDELOLW\ORVV
FODLPGDPDJHFRVWRUH[SHQVHWRWKHH[WHQWFDXVHGE\RUDULVLQJDVDUHVXOWRIWKHJURVV
QHJOLJHQFHRUZLOOIXOPLVFRQGXFWRIVXFKRWKHU3DUW\LWVRIILFHUVHPSOR\HHVUHSUHVHQWDWLYHV
DGYLVRUVFRQWUDFWRUVRUDJHQWVRUWRWKHH[WHQWFDXVHGE\RUDULVLQJDVDUHVXOWRIWKHJURVV
QHJOLJHQFHRUZLOOIXOPLVFRQGXFWRIDQ\RWKHUSHUVRQ RWKHUWKDQVXFKILUVW3DUW\RULWV
HPSOR\HHVFRQWUDFWRUVRUDJHQWV HQWHULQJXSRQWKH3URMHFWVLWHXQGHULQYLWDWLRQRIVXFKRWKHU
3DUW\DQGVXFKRWKHU3DUW\DJUHHVWRLQGHPQLI\GHIHQGDQGKROGKDUPOHVVVXFKILUVW3DUW\DQGLWV
VXFFHVVRUVDVVLJQVRIILFHUVHPSOR\HHVUHSUHVHQWDWLYHVDGYLVRUVFRQWUDFWRUVDQGDJHQWVIURP
DQ\OLDELOLW\ORVVFODLPGDPDJHFRVWRUH[SHQVHVXIIHUHGRULQFXUUHGE\VXFKILUVW3DUW\E\
UHDVRQRIWKHJURVVQHJOLJHQFHRUZLOOIXOPLVFRQGXFWRIVXFKRWKHU3DUW\LWVRIILFHUVHPSOR\HHV
UHSUHVHQWDWLYHVDGYLVRUVFRQWUDFWRUVRUDJHQWVRUWRWKHH[WHQWFDXVHGE\RUDULVLQJDVDUHVXOWRI
WKHJURVVQHJOLJHQFHRUZLOOIXOPLVFRQGXFWRIDQ\RWKHUSHUVRQ RWKHUWKDQVXFKILUVW3DUW\RULWV
HPSOR\HHVFRQWUDFWRUVRUDJHQWV HQWHULQJXSRQWKH3URMHFWVLWHXQGHULQYLWDWLRQRIVXFKRWKHU
3DUW\
$57,&/(;

&$68$/7<&21'(01$7,21)25&(0$-(85(

 &RQGHPQDWLRQ,QWKHHYHQWDOORUDSRUWLRQRIWKH3URMHFWLVWHPSRUDULO\RU
SHUPDQHQWO\FRQGHPQHGHDFK3DUW\VKDOOEHHQWLWOHGWRVHSDUDWHO\DSSO\IRUDQGFODLPDOO
FRPSHQVDWLRQIURPWKHFRQGHPQLQJHQWLW\DQGEHHQWLWOHGWRZKDWHYHULWLVDZDUGHG
 &DVXDOW\,QWKHHYHQWRIDFDVXDOW\DIIHFWLQJWKH8QGHUJURXQG6HJPHQW%
6'* (VKDOOVHHNWRUHVWRUHVHUYLFHRQWKH8QGHUJURXQG6HJPHQW%FRQVLVWHQWZLWKLWVJHQHUDO
SUDFWLFHVDSSOLFDEOHWRLWVWUDQVPLVVLRQV\VWHP
 )RUFH0DMHXUH1RWZLWKVWDQGLQJDQ\WKLQJLQWKLV/HDVHWRWKHFRQWUDU\LID
3DUW\¶VSHUIRUPDQFHLVLPSDFWHGE\)RUFH0DMHXUHWKHDIIHFWHG3DUW\VKDOOEHH[FXVHGIURP
SHUIRUPLQJLWVDIIHFWHGREOLJDWLRQVXQGHUWKLV/HDVH RWKHUWKDQWKHREOLJDWLRQWRPDNHSD\PHQWV
ZLWKUHVSHFWWRREOLJDWLRQVDULVLQJSULRUWRWKHHYHQWRI)RUFH0DMHXUH DQGVKDOOQRWEHOLDEOHIRU
GDPDJHVRURWKHUOLDELOLWLHVGXHWRLWVIDLOXUHWRSHUIRUPGXULQJDQ\SHULRGWKDWVXFK3DUW\LV
XQDEOHWRSHUIRUPGXHWRDQHYHQWRI)RUFH0DMHXUHSURYLGHGKRZHYHUWKDWWKH3DUW\GHFODULQJ
DQHYHQWRI)RUFH0DMHXUHVKDOO L DFWH[SHGLWLRXVO\WRUHVXPHSHUIRUPDQFHDQG LL H[HUFLVHDOO
FRPPHUFLDOO\UHDVRQDEOHHIIRUWVWRPLWLJDWHRUOLPLWGDPDJHVWRWKHRWKHU3DUW\$3DUW\XQDEOH
WRSHUIRUPXQGHUWKLV/HDVHGXHWRDQHYHQWRI)RUFH0DMHXUHVKDOO L SURYLGHSURPSWZULWWHQ
QRWLFHRIVXFKHYHQWRI)RUFH0DMHXUHWRWKHRWKHU3DUW\ZKLFKVKDOOLQFOXGHDQHVWLPDWHRIWKH
H[SHFWHGGXUDWLRQRIWKH3DUW\¶VLQDELOLW\WRSHUIRUPGXHWRWKHHYHQWRI)RUFH0DMHXUHDQG
LL SURYLGHSURPSWQRWLFHWRWKHRWKHU3DUW\ZKHQSHUIRUPDQFHUHVXPHV
$57,&/(;,

$66,*10(17$1'68%/(77,1*

 1R6XEOHW&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQVKDOOQRWVXEOHWDOORU
DQ\SRUWLRQRIWKH&LWL]HQV7UDQVIHU&DSDELOLW\
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 $VVLJQPHQW1HLWKHU3DUW\VKDOODVVLJQWKLV/HDVHZLWKRXWWKHSULRUZULWWHQ
FRQVHQWRIWKHRWKHU3DUW\ZKLFKFRQVHQWVKDOOQRWEHXQUHDVRQDEO\FRQGLWLRQHGGHOD\HGRU
ZLWKKHOGSURYLGHGWKDWQRVXFKFRQVHQWVKDOOEHUHTXLUHGIRU L VXEMHFWWR6HFWLRQD
FROODWHUDODVVLJQPHQWRIRUFUHDWLRQRIDVHFXULW\LQWHUHVWLQWKLV/HDVHLQFRQQHFWLRQZLWKDQ\
ILQDQFLQJRUUHILQDQFLQJRIWKH3URMHFWRUWKH5HQWGXHKHUHXQGHURU LL LQWKHFDVHRI6'* (
DQDVVLJQPHQWLQFRQQHFWLRQZLWKWKHPHUJHURI6'* (ZLWKRUWKHDFTXLVLWLRQRIVXEVWDQWLDOO\
DOORIWKHWUDQVPLVVLRQDVVHWVRI6'* ($Q\DVVLJQHHVKDOOKDYHDQHTXDORUJUHDWHUFUHGLW
UDWLQJDV6'* (DQGWKHOHJDODXWKRULW\DQGRSHUDWLRQDODELOLW\WRVDWLVI\WKHREOLJDWLRQVRI
6'* (KHUHXQGHU)RUWKHDYRLGDQFHRIGRXEWDQ\DVVLJQPHQWE\&LWL]HQV6\FDPRUH
3HQDVTXLWRV7UDQVPLVVLRQVKDOODOVRUHTXLUHDQ\WKLUGSDUW\DVVLJQHHWRFRQWLQXHWRPDNH
FRQWULEXWLRQVLQDFFRUGDQFHZLWK6HFWLRQRIWKLV/HDVH)RUSXUSRVHVKHUHRIWKHWUDQVIHURI
PRUHWKDQILIW\SHUFHQW  RIWKHHTXLW\RZQHUVKLSRUYRWLQJLQWHUHVWRIDQ\3DUW\ RUDQ\
SDUHQWHQWLW\KROGLQJGLUHFWO\RULQGLUHFWO\DWOHDVWILIW\SHUFHQW  RIWKHHTXLW\RZQHUVKLSRU
YRWLQJLQWHUHVWRIVXFK3DUW\ ZKHUHWKHIDLUPDUNHWYDOXHRIVXFK3DUW\¶VLQWHUHVWLQWKH
8QGHUJURXQG6HJPHQW%LVJUHDWHUWKDQWKLUW\SHUFHQW  RIWKHIDLUPDUNHWYDOXHRIWKH
DVVHWVRIVXFK3DUW\RUVXFKSDUHQWHQWLW\WRDSHUVRQWKDWLVQRWDQDIILOLDWHRIVXFK3DUW\VKDOO
DOVRFRQVWLWXWHDQDVVLJQPHQWRIWKLV/HDVHUHTXLULQJWKHRWKHU3DUW\¶VSULRUZULWWHQFRQVHQW
 )RUPRI&ROODWHUDO$VVLJQPHQW,QFRQQHFWLRQZLWKDQ\ILQDQFLQJRUUHILQDQFLQJ
RIWKH&LWL]HQV7UDQVIHU&DSDELOLW\&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQDQG6'* (
VKDOODQG&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQVKDOOFDXVHHDFKOHQGHUWRHQWHULQWRD
FRQVHQWWRFROODWHUDODVVLJQPHQWLQDFXVWRPDU\IRUPWKDWLVPXWXDOO\DJUHHDEOHWRWKH3DUWLHVLQ
WKHLUUHDVRQDEOHGLVFUHWLRQ
 5LJKWRI)LUVW5HIXVDO([FHSWLQFRQQHFWLRQZLWK L DFROODWHUDODVVLJQPHQW
XQGHUFODXVH L RI6HFWLRQDERYHRU LL DQ\IRUHFORVXUHVDOHRUGHHGLQOLHXRIIRUHFORVXUHLQ
FRQQHFWLRQZLWKWKHH[HUFLVHRIUHPHGLHVXQGHUVXFKFROODWHUDODVVLJQPHQW6'* (VKDOOKDYH
WKHULJKWRIILUVWUHIXVDOZLWKUHVSHFWWRDQ\SURSRVHGDVVLJQPHQWE\&LWL]HQV6\FDPRUH
3HQDVTXLWRV7UDQVPLVVLRQRIDOORUDQ\SRUWLRQRILWVLQWHUHVWLQWKLV/HDVH,QWKHHYHQW&LWL]HQV
6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQUHFHLYHVDERQDILGHRIIHUIURPDQXQDIILOLDWHGWKLUGSDUW\WR
SXUFKDVHDOORUDQ\SRUWLRQRIWKHLQWHUHVWRI&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQLQWKLV
/HDVHWKDW&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQGHVLUHVWRDFFHSW&LWL]HQV6\FDPRUH
3HQDVTXLWRV7UDQVPLVVLRQVKDOOSURYLGH6'* (ZLWKDFRS\RIWKHERQDILGHWKLUGSDUW\
SXUFKDVHRIIHUZLWKLQILYH%XVLQHVV'D\VIROORZLQJUHFHLSWWKHUHRI)RUDSHULRGRIGD\V
IROORZLQJ6'* (¶VUHFHLSWRIWKHERQDILGHWKLUGSDUW\SXUFKDVHRIIHU6'* (VKDOOKDYHWKH
ULJKWWRSXUFKDVHVXFKLQWHUHVWDVVHWIRUWKLQWKHRIIHURQWKHVDPHWHUPVDQGFRQGLWLRQVVHWIRUWK
LQVXFKRIIHU H[FOXGLQJDQ\UHTXLUHGFRPPLWPHQWIURPDWKLUGSDUW\WRFRQWLQXHPDNLQJWKH
FRQWULEXWLRQVLQDFFRUGDQFHZLWK6HFWLRQRIWKLV/HDVH DQGWRFRQGXFWGXHGLOLJHQFH
UHJDUGLQJWKHFRQWHPSODWHGSXUFKDVH,QWKHHYHQWWKDW6'* (HOHFWVWRH[HUFLVHLWVULJKW
6'* (DQG&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQVKDOOFORVHWKHSXUFKDVHDQGVDOHRI
WKHLQWHUHVWLQWKLV/HDVHXSRQWKHWHUPVDQGFRQGLWLRQVFRQWDLQHGLQWKHRIIHU,QWKHHYHQWWKDW
6'* (HOHFWVQRWWRH[HUFLVHLWVULJKWDQGVXEMHFWWR6'* (¶VSULRUZULWWHQFRQVHQWXQGHU
6HFWLRQDERYH&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQVKDOOEHIUHHWRVHOOVXFK
LQWHUHVWWRWKHWKLUGSDUW\WKDWPDGHWKHRIIHURQWHUPVDQGFRQGLWLRQVQRPRUHIDYRUDEOHWR
&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQWKDQWKRVHFRQWDLQHGLQWKHRIIHU,QWKHHYHQWWKDW
VXFKVDOHLVQRWFRQVXPPDWHGZLWKLQPRQWKVIROORZLQJ6'* (¶VIDLOXUHWRH[HUFLVHWKLVULJKW
RIILUVWUHIXVDOWKHQ6'* (¶VULJKWRIILUVWUHIXVDOVKDOOEHUHYLYHGZLWKUHVSHFWWRVXFKVDOH,Q
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WKHHYHQWWKDWWKHUHLVDPDWHULDOUHYLVLRQLQDQ\RIIHULQIDYRURIDQ\SURVSHFWLYHSXUFKDVHUWKHQ
6'* (¶VULJKWRIILUVWUHIXVDOVKDOOEHUHYLYHGVRWKDW6'* (DJDLQKDVWKHULJKWRIILUVWUHIXVDO
WRSXUFKDVHWKHLQWHUHVWLQWKLV/HDVHRQWKHUHYLVHGWHUPV
$57,&/(;,,

',6387(5(62/87,21

 ,QWHQWRIWKH3DUWLHV7KHVROHSURFHGXUHWRUHVROYHDQ\FODLPDULVLQJRXWRIRU
UHODWLQJWRWKLV/HDVHRUDQ\UHODWHGDJUHHPHQWLVWKHGLVSXWHUHVROXWLRQSURFHGXUHVHWIRUWKLQWKLV
$UWLFOH;,,SURYLGHGKRZHYHUWKDWHLWKHU3DUW\PD\VHHNDSUHOLPLQDU\LQMXQFWLRQRURWKHU
SURYLVLRQDOMXGLFLDOUHPHG\LIVXFKDFWLRQLVQHFHVVDU\WRSUHYHQWLUUHSDUDEOHKDUPRUSUHVHUYH
WKHVWDWXVTXRLQZKLFKFDVHERWK3DUWLHVQRQHWKHOHVVZLOOFRQWLQXHWRSXUVXHUHVROXWLRQRIWKH
GLVSXWHE\PHDQVRIWKLVSURFHGXUHDQGQRWKLQJLQWKLV6HFWLRQVKDOOUHVWULFWWKHULJKWVRIDQ\
SDUW\WRILOHDFRPSODLQWZLWKWKH)(5&XQGHUUHOHYDQWSURYLVLRQVRIWKH)HGHUDO3RZHU$FW
 0DQDJHPHQW1HJRWLDWLRQV7KH3DUWLHVZLOODWWHPSWLQJRRGIDLWKWRUHVROYHDQ\
FRQWURYHUV\RUFODLPDULVLQJRXWRIRUUHODWLQJWRWKLV/HDVHRUDQ\UHODWHGDJUHHPHQWVE\SURPSW
QHJRWLDWLRQVEHWZHHQHDFK3DUW\¶VDXWKRUL]HGUHSUHVHQWDWLYH,IWKHPDWWHULVQRWUHVROYHG
WKHUHE\HLWKHU3DUW\¶VDXWKRUL]HGUHSUHVHQWDWLYHPD\UHTXHVWLQZULWLQJWKDWWKHPDWWHUEH
UHIHUUHGWRWKHGHVLJQDWHGVHQLRURIILFHUVRIWKHLUUHVSHFWLYHFRPSDQLHVWKDWKDYHFRUSRUDWH
DXWKRULW\WRVHWWOHWKHGLVSXWH:LWKLQILYH%XVLQHVV'D\VDIWHUVXFKUHIHUUDOGDWH WKH³5HIHUUDO
'DWH´ HDFK3DUW\VKDOOSURYLGHRQHDQRWKHU1RWLFHFRQILUPLQJWKHUHIHUUDODQGLGHQWLI\LQJWKH
QDPHDQGWLWOHRIWKHVHQLRURIILFHUZKRZLOOUHSUHVHQWVXFK3DUW\:LWKLQILYH%XVLQHVV'D\V
DIWHUVXFK5HIHUUDO'DWHWKHVHQLRURIILFHUVVKDOOHVWDEOLVKDPXWXDOO\DFFHSWDEOHORFDWLRQDQG
GDWHWRPHHWZKLFKVKDOOQRWEHJUHDWHUWKDQGD\VDIWHUVXFK5HIHUUDO'DWH$IWHUWKHLQLWLDO
PHHWLQJGDWHWKHVHQLRURIILFHUVVKDOOPHHWDVRIWHQDVWKH\UHDVRQDEO\GHHPQHFHVVDU\WR
H[FKDQJHUHOHYDQWLQIRUPDWLRQDQGWRDWWHPSWWRUHVROYHWKHGLVSXWH$OOFRPPXQLFDWLRQDQG
ZULWLQJH[FKDQJHGEHWZHHQWKH3DUWLHVLQFRQQHFWLRQZLWKWKHVHQHJRWLDWLRQVVKDOOEHFRQILGHQWLDO
DQGVKDOOQRWEHXVHGRUUHIHUUHGWRLQDQ\VXEVHTXHQWELQGLQJDGMXGLFDWRU\SURFHVVEHWZHHQWKH
3DUWLHV,IWKHPDWWHULVQRWUHVROYHGZLWKLQGD\VRIVXFK5HIHUUDO'DWHRULIHLWKHU3DUW\
UHIXVHVRUGRHVQRWPHHWZLWKLQWKHGD\SHULRGVSHFLILHGDERYHHLWKHU3DUW\PD\LQLWLDWH
DUELWUDWLRQRIWKHFRQWURYHUV\RUFODLPE\SURYLGLQJQRWLFHRIDGHPDQGIRUELQGLQJDUELWUDWLRQDW
DQ\WLPHWKHUHDIWHU
 $UELWUDWLRQ$Q\GLVSXWHWKDWFDQQRWEHUHVROYHGE\PDQDJHPHQWQHJRWLDWLRQVDV
VHWIRUWKLQ6HFWLRQDERYHVKDOOEHUHVROYHGWKURXJKELQGLQJDUELWUDWLRQE\DUHWLUHGMXGJHRU
MXVWLFHIURPWKH$PHULFDQ$UELWUDWLRQ$VVRFLDWLRQSDQHOFRQGXFWHGLQ6DQ'LHJR&DOLIRUQLD
DGPLQLVWHUHGE\DQGLQDFFRUGDQFHZLWK$PHULFDQ$UELWUDWLRQ$VVRFLDWLRQ&RPPHUFLDO
$UELWUDWLRQ5XOHV
D
7KH3DUWLHVVKDOOFRRSHUDWHLQJRRGIDLWKZLWKRQHDQRWKHULQ
VHOHFWLQJWKHDUELWUDWRUZLWKLQGD\VDIWHU1RWLFHRIWKHGHPDQGIRUDUELWUDWLRQ
$EVHQWPXWXDODJUHHPHQWRQDGLIIHUHQWPHWKRGRIVHOHFWLQJDQDUELWUDWRUZLWKLQ
GD\VRIDGHPDQGIRUDUELWUDWLRQWKH3DUWLHVVKDOOUHTXHVWDOLVWRISRWHQWLDO
DUELWUDWRUVKDYLQJWKHPLQLPXPTXDOLILFDWLRQVVHWIRUWKLQWKLV6HFWLRQIURP
WKH&RPPHUFLDO5RVWHURIWKH$PHULFDQ$UELWUDWLRQ$VVRFLDWLRQ(DFK3DUW\VKDOO
WKHQVWULNHWKHSRWHQWLDODUELWUDWRUVXQDFFHSWDEOHWRLWDQGWKH3DUWLHVVKDOO
H[FKDQJHOLVWVRIVWULNHVXQWLOHLWKHU L WKH\KDYHVHOHFWHGDVLQJOHHOLJLEOHDQG
DYDLODEOHDUELWUDWRUE\PXWXDODJUHHPHQWRU LL WKH\KDYHVHOHFWHGDOLVWRIQRW
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PRUHWKDQILYHDUELWUDWRUVDFFHSWDEOHWRHDFK3DUW\,QWKHODWWHUFDVHWKH3DUWLHV
LIXQDEOHWRDJUHHRQDVLQJOHDUELWUDWRU VKDOOSURYLGHWKHOLVWRIILYHDUELWUDWRUVWR
$PHULFDQ$UELWUDWLRQ$VVRFLDWLRQDQGUHTXHVWWKH$PHULFDQ$UELWUDWLRQ
$VVRFLDWLRQWRVHOHFWWKHDUELWUDWRU$Q\DUELWUDWRUVKDOOKDYHQRDIILOLDWLRQZLWK
ILQDQFLDORURWKHULQWHUHVWLQRUSULRUHPSOR\PHQWZLWKHLWKHU3DUW\DQGVKDOOKDYH
DPLQLPXPRIWHQ\HDUVH[SHULHQFHLQWKHILHOGRIWKHGLVSXWH
E
(DFK3DUW\VKDOOSURYLGHWKHGRFXPHQWVLQLWVSRVVHVVLRQFXVWRG\
RUFRQWUROZKLFKLWEHOLHYHVWRVXSSRUWLWVSRVLWLRQLQDUELWUDWLRQWRWKHRWKHU3DUW\
ZLWKLQGD\VRIWKHGHPDQGDQGVKDOOVXSSOHPHQWLWVSURYLVLRQRIVXFK
GRFXPHQWVLQDUHDVRQDEOHPDQQHUDVDGGLWLRQDOGRFXPHQWVFRPHWROLJKW(DFK
3DUW\VKDOOEHHQWLWOHGWRPDNHQRWPRUHWKDQWZRUHTXHVWVIRUSURGXFWLRQRI
GRFXPHQWVSULRUWRWKHFRPPHQFHPHQWRIWKHKHDULQJ'HSRVLWLRQVVKDOOEH
OLPLWHGWRDPD[LPXPRIWKUHHSHU3DUW\DQGVKDOOEHKHOGZLWKLQGD\VRIWKH
PDNLQJRIDUHTXHVW$GGLWLRQDOGHSRVLWLRQVPD\EHVFKHGXOHGRQO\ZLWKWKH
SHUPLVVLRQRIWKHDUELWUDWRUDQGIRUJRRGFDXVHVKRZQ(DFKGHSRVLWLRQVKDOOEH
OLPLWHGWRDPD[LPXPRIVHYHQKRXUVGXUDWLRQXQOHVVRWKHUZLVHSHUPLWWHGE\WKH
DUELWUDWRUIRUJRRGFDXVHVKRZQ$OOREMHFWLRQVDUHUHVHUYHGIRUWKHDUELWUDWLRQ
KHDULQJH[FHSWIRUREMHFWLRQVEDVHGRQSULYLOHJHDQGSURSULHWDU\DQGFRQILGHQWLDO
LQIRUPDWLRQ7KHDUELWUDWRUVKDOODOVRKDYHGLVFUHWLRQWRRUGHUWKH3DUWLHVWR
H[FKDQJHUHOHYDQWGRFXPHQWV7KHDUELWUDWRUVKDOODOVRKDYHGLVFUHWLRQWRRUGHU
WKH3DUWLHVWRDQVZHUQRWPRUHWKDQLQWHUURJDWRULHV LQFOXGLQJVXESDUWV XSRQ
JRRGFDXVHVKRZQ
F
7KHDUELWUDWRU¶VDZDUGVKDOOEHPDGHZLWKLQQLQHPRQWKVRIWKH
ILOLQJRIWKHQRWLFHRILQWHQWLRQWRDUELWUDWH GHPDQG DQGWKHDUELWUDWRUVKDOODJUHH
WRFRPSO\ZLWKWKLVVFKHGXOHEHIRUHDFFHSWLQJDSSRLQWPHQW+RZHYHUWKLVWLPH
OLPLWPD\EHH[WHQGHGIRURQHSHULRGRIXSWRGD\VE\DJUHHPHQWRIWKH3DUWLHV
RUE\WKHDUELWUDWRULIQHFHVVDU\
G
7KHSUHYDLOLQJ3DUW\LQWKLVGLVSXWHUHVROXWLRQSURFHVVLVHQWLWOHGWR
UHFRYHULWVFRVWVLQFOXGLQJUHDVRQDEOHDWWRUQH\V¶IHHVDVGHWHUPLQHGE\WKH
DUELWUDWRU8QWLOVXFKDZDUGLVPDGHKRZHYHUWKH3DUWLHVVKDOOVKDUHHTXDOO\LQ
SD\LQJWKHFRVWVRIWKHDUELWUDWLRQ
H
7KHDUELWUDWRUVKDOOKDYHWKHDXWKRULW\WRJUDQWGLVSRVLWLYHPRWLRQV
SULRUWRWKHFRPPHQFHPHQWRIRUIROORZLQJWKHFRPSOHWLRQRIGLVFRYHU\LIWKH
DUELWUDWRUFRQFOXGHVWKDWWKHUHLVQRPDWHULDOLVVXHRIIDFWSHQGLQJEHIRUHWKH
DUELWUDWRU
I
7KHH[LVWHQFHFRQWHQWDQGUHVXOWVRIDQ\DUELWUDWLRQKHUHXQGHU
VKDOOEHFRQILGHQWLDOLQIRUPDWLRQVXEMHFWWRWKHSURYLVLRQVRI6HFWLRQ
 (QIRUFHPHQWRI$ZDUG%\H[HFXWLRQDQGGHOLYHU\RIWKLV/HDVHHDFK3DUW\
KHUHE\ D DFFHSWVDQGFRQVHQWVWRWKHXVHRIELQGLQJDUELWUDWLRQSXUVXDQWWRWKH$PHULFDQ
$UELWUDWLRQ$VVRFLDWLRQ¶V&RPPHUFLDO$UELWUDWLRQ5XOHVDQGRWKHUSURFHGXUHVGHVFULEHGLQWKLV
$UWLFOH;,,DQGVROHO\IRUSXUSRVHVRIWKHHQIRUFHPHQWRIDQDUELWUDODZDUGXQGHUWKLV6HFWLRQ
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WRWKHMXULVGLFWLRQRIDQ\FRXUWRIFRPSHWHQWMXULVGLFWLRQIRULWVHOIDQGLQUHVSHFWRILWV
SURSHUW\DQG E ZDLYHVVROHO\IRUSXUSRVHVRIWKHHQIRUFHPHQWRIDQDUELWUDODZDUGXQGHUWKLV
6HFWLRQLQUHVSHFWRIERWKLWVHOIDQGLWVSURSHUW\DOOGHIHQVHVLWPD\KDYHDVWRRUEDVHGRQ
MXULVGLFWLRQLPSURSHUYHQXHRUIRUXPQRQFRQYHQLHQV(DFK3DUW\KHUHE\LUUHYRFDEO\FRQVHQWV
WRWKHVHUYLFHRISURFHVVRURWKHUSDSHUVE\WKHXVHRIDQ\RIWKHPHWKRGVDQGWRWKHDGGUHVVHVVHW
RXWIRUWKHJLYLQJRIQRWLFHVLQ6HFWLRQKHUHRI1RWKLQJKHUHLQVKDOODIIHFWWKHULJKWRIHDFK
3DUW\WRVHUYHVXFKSURFHVVRUSDSHUVLQDQ\RWKHUPDQQHUSHUPLWWHGE\ODZ
 3HUIRUPDQFHGXULQJ$UELWUDWLRQ:KLOHUHVROXWLRQRIDQ\GLVSXWHLVSHQGLQJHDFK
3DUW\VKDOOFRQWLQXHWRSHUIRUPLWVREOLJDWLRQVKHUHXQGHU XQOHVVVXFK3DUW\LVRWKHUZLVHHQWLWOHG
WRVXVSHQGLWVSHUIRUPDQFHKHUHXQGHURUWHUPLQDWHWKLV/HDVHLQDFFRUGDQFHZLWKWKHWHUPV
KHUHRI DQGQR3DUW\VKDOOUHIHURUDWWHPSWWRUHIHUWKHPDWWHULQGLVSXWHWRDFRXUWRURWKHU
WULEXQDOLQDQ\MXULVGLFWLRQH[FHSWDVSURYLGHGLQWKLV$UWLFOH;,,
$57,&/(;,,,

0,6&(//$1(286

 1RWLFHV8QOHVVRWKHUZLVHVSHFLILHGKHUHLQDOOQRWLFHVVKDOOEHLQZULWLQJDQG
GHOLYHUHGE\KDQGRYHUQLJKWPDLORUIDFVLPLOHRUHPDLO LIIDFVLPLOHQXPEHUVRUHPDLO
DGGUHVVHVDUHLGHQWLILHGEHORZRUE\VXEVHTXHQWQRWLFHDQGSURYLGHGDFRS\LVDOVRVHQWE\
RYHUQLJKWPDLO WRWKHDSSOLFDEOHDGGUHVVHVEHORZ$QRWLFHGHOLYHUHGLQDFFRUGDQFHKHUHZLWK
VKDOOEHGHHPHGUHFHLYHG L RQWKHGDWHRIGHOLYHU\LIKDQGGHOLYHUHG LL WZR%XVLQHVV'D\V
DIWHUWKHGDWHRIVHQGLQJLIVHQWE\DQDWLRQDOO\UHFRJQL]HGRYHUQLJKWFRXULHURUDWVXFKHDUOLHU
WLPHDVLVFRQILUPHGE\WKHUHFHLYLQJ3DUW\ LLL WKUHH%XVLQHVV'D\VDIWHUWKHGDWHRIPDLOLQJLI
PDLOHGE\UHJLVWHUHGRUFHUWLILHGPDLOUHWXUQUHFHLSWUHTXHVWHGRUDWVXFKHDUOLHUWLPHDVLV
FRQILUPHGE\WKHUHFHLYLQJ3DUW\DQG LY RQWKH%XVLQHVV'D\RQZKLFKVXFKQRWLFHZDV
WUDQVPLWWHGE\IDFVLPLOHWUDQVPLVVLRQRUHPDLO ZKHUHSHUPLWWHG SURYLGHGKRZHYHUWKDWD
QRWLFHGHOLYHUHGLQDFFRUGDQFHZLWKWKLV6HFWLRQEXWUHFHLYHGRQDQ\GD\RWKHUWKDQD%XVLQHVV
'D\RUDIWHUSPLQWKHSODFHRIUHFHLSWZLOOEHGHHPHGUHFHLYHGRQWKHQH[W%XVLQHVV'D\
$3DUW\PD\FKDQJHLWVDGGUHVVIRUQRWLFHVE\SURYLGLQJQRWLFHRIWKHVDPHLQDFFRUGDQFHZLWK
WKLV6HFWLRQ
,IWR6'* (
6DQ'LHJR*DV (OHFWULF
&HQWXU\3DUN&RXUW
6DQ'LHJR&$
$WWHQWLRQ9LFH3UHVLGHQW±>(OHFWULF(QJLQHHULQJ &RQVWUXFWLRQ@
)D[>@
:LWKDFRS\WR
6DQ'LHJR*DV (OHFWULF
&HQWXU\3DUN&RXUW
6DQ'LHJR&$
$WWHQWLRQ$VVLVWDQW*HQHUDO&RXQVHO±&RPPHUFLDO
)D[>@
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,IWR&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQ
&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQ
%ODFN)DOFRQ$YH6XLWH
%RVWRQ0$
$WWHQWLRQ&KLHI2SHUDWLQJ2IILFHU
)D[
:LWKFRSLHVWR
'XQFDQ $OOHQ
5KRGH,VODQG$YHQXH1:6XLWH
:DVKLQJWRQ'&
$WWHQWLRQ&RXQVHOWR&LWL]HQV(QHUJ\&RUSRUDWLRQ
)D[
DQG
+HPHQZD\ %DUQHV
6WDWH6WUHHW
%RVWRQ0DVVDFKXVHWWV
$WWHQWLRQ6WHSKHQ.LGGHU
)D[
 &RQILGHQWLDOLW\'XULQJWKH7HUPDQGIRUDSHULRGRIWKUHH\HDUVDIWHUWKH
H[SLUDWLRQWKH7HUPWKH3DUWLHVVKDOONHHSFRQILGHQWLDODQ\FRQILGHQWLDOLQIRUPDWLRQUHODWLQJWR
WKH3URMHFWREWDLQHGIURPWKHRWKHU3DUW\DQGVKDOOUHIUDLQIURPXVLQJSXEOLVKLQJRUUHYHDOLQJ
VXFKFRQILGHQWLDOLQIRUPDWLRQZLWKRXWWKHSULRUZULWWHQFRQVHQWRIWKH3DUW\ZKRVHFRQILGHQWLDO
LQIRUPDWLRQWKHGLVFORVLQJ3DUW\LVVHHNLQJWRGLVFORVHXQOHVV D FRPSHOOHGWRGLVFORVHVXFK
GRFXPHQWRULQIRUPDWLRQWRDVHFXULWLHVH[FKDQJHRUE\MXGLFLDOUHJXODWRU\RUDGPLQLVWUDWLYH
SURFHVVRURWKHUSURYLVLRQVRIODZ E VXFKGRFXPHQWRULQIRUPDWLRQLVJHQHUDOO\DYDLODEOHWRWKH
SXEOLF F VXFKGRFXPHQWRULQIRUPDWLRQZDVDYDLODEOHWRWKHGLVFORVLQJ3DUW\RQDQRQ
FRQILGHQWLDOEDVLV G VXFKGRFXPHQWRULQIRUPDWLRQZDVDYDLODEOHWRWKHGLVFORVLQJ3DUW\RQD
QRQFRQILGHQWLDOEDVLVIURPDWKLUGSDUW\SURYLGHGWKDWWKHGLVFORVLQJ3DUW\GRHVQRWNQRZDQG
E\UHDVRQDEOHHIIRUWFRXOGQRWNQRZWKDWVXFKWKLUGSDUW\LVSURKLELWHGIURPWUDQVPLWWLQJWKH
GRFXPHQWRULQIRUPDWLRQWRWKHUHFHLYLQJ3DUW\E\DFRQWUDFWXDOOHJDORUILGXFLDU\REOLJDWLRQRU
H VXFKGRFXPHQWRULQIRUPDWLRQLVQHFHVVDU\WRVXSSRUWDUDWHFDVHRURWKHUUHJXODWRU\ILOLQJ
ZLWKD*RYHUQPHQWDO$XWKRULW\SURYLGHGWKDWWKH3DUW\GLVFORVLQJVXFKGRFXPHQWRU
LQIRUPDWLRQPXVWPDNHUHDVRQDEOHHIIRUWVWRPDLQWDLQFRQILGHQWLDOLW\ZLWKUHVSHFWWRDQ\
SURSULHWDU\LQIRUPDWLRQ
 3XEOLF5HODWLRQV7KH3DUWLHVZLOOFRRSHUDWHLQJRRGIDLWKZLWKHDFKRWKHUDQGWR
WKHH[WHQWUHDVRQDEOHVHHNPXWXDODSSURYDOZLWKUHVSHFWWRDQ\SXEOLFDQQRXQFHPHQWVUHJDUGLQJ
WKLV/HDVHRU&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQ¶VSDUWLFLSDWLRQLQWKH3URMHFW
 *RYHUQLQJ/DZ7KLV/HDVHDQGWKHREOLJDWLRQVKHUHXQGHUVKDOOEHJRYHUQHGE\
WKHODZVRIWKH6WDWHRI&DOLIRUQLDZLWKRXWUHJDUGWRSULQFLSOHVRIFRQIOLFWVRIODZ
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 1R$PHQGPHQWVRU0RGLILFDWLRQV7KLV/HDVHVKDOOQRWEHDPHQGHGPRGLILHG
WHUPLQDWHGGLVFKDUJHGRUVXSSOHPHQWHGQRUDQ\SURYLVLRQKHUHRIZDLYHGXQOHVVPXWXDOO\
DJUHHGWRLQZULWLQJE\WKH3DUWLHV,IDQGWRWKHH[WHQWWKDWWKH&$,62$JUHHPHQWVDUHDPHQGHG
RUPRGLILHGVXFKWKDWD3DUW\RUWKH3DUWLHVFDQQRORQJHUFRPSO\ZLWKWKHWHUPVRIWKLV/HDVH
WKH3DUWLHVVKDOOQHJRWLDWHLQJRRGIDLWKWRDPHQGRUPRGLI\WKLV/HDVHWRHIIHFWXDWHWKHVDPH
LQWHQWDQGHVVHQWLDOSXUSRVHRIWKLV/HDVHDVRIWKH(IIHFWLYH'DWHLQOLJKWRIWKH&$,62
$JUHHPHQWVDPHQGPHQWRUPRGLILFDWLRQ
 'HOD\DQG:DLYHU([FHSWDVRWKHUZLVHSURYLGHGLQWKLV/HDVHQRGHOD\RU
RPLVVLRQWRH[HUFLVHDQ\ULJKWSRZHURUUHPHG\DFFUXLQJWRWKHUHVSHFWLYH3DUWLHVKHUHWRXSRQ
DQ\EUHDFKRUGHIDXOWRIDQ\RWKHU3DUW\XQGHUWKLV/HDVHVKDOOLPSDLUDQ\VXFKULJKWSRZHURU
UHPHG\QRUVKDOOLWEHFRQVWUXHGWREHDZDLYHURIDQ\VXFKVLPLODUEUHDFKRUGHIDXOWWKHUHDIWHU
RFFXUULQJQRUVKDOODQ\ZDLYHURIDQ\VLQJOHEUHDFKRUGHIDXOWEHGHHPHGDZDLYHURIDQ\RWKHU
EUHDFKRUGHIDXOWWKHUHWRIRUHRUWKHUHDIWHURFFXUULQJ$Q\ZDLYHUSHUPLWFRQVHQWRUDSSURYDORI
DQ\NLQGRUFKDUDFWHURIDQ\EUHDFKRUGHIDXOWXQGHUWKLV/HDVHRUDQ\ZDLYHURIDQ\SURYLVLRQRU
FRQGLWLRQRIWKLV/HDVHPXVWEHLQZULWLQJDQGVKDOOEHHIIHFWLYHRQO\WRWKHH[WHQWVSHFLILFDOO\
VHWIRUWKLQVXFKZULWLQJ
 (QWLUHW\&RQIOLFWV7KLV/HDVHFRQVWLWXWHVWKHHQWLUHDJUHHPHQWEHWZHHQWKH
3DUWLHVKHUHWR7KHUHDUHQRSULRURUFRQWHPSRUDQHRXVDJUHHPHQWVRUUHSUHVHQWDWLRQVDIIHFWLQJ
WKHVDPHVXEMHFWPDWWHURWKHUWKDQWKRVHKHUHLQH[SUHVVHG,QWKHHYHQWRIDQ\FRQIOLFWVRU
LQFRQVLVWHQFLHVEHWZHHQWKHWHUPV/HDVHDQGWKH'&2$WKHWHUPVRIWKLV/HDVHVKDOOJRYHUQDQG
SUHYDLO
 5HODWLRQVKLSRIWKH3DUWLHV([FHSWDVRWKHUZLVHVHWIRUWKKHUHLQWKLV/HDVHVKDOO
QRWPDNHDQ\RIWKH3DUWLHVSDUWQHUVRUMRLQWYHQWXUHUVRQHZLWKWKHRWKHUQRUPDNHDQ\WKHDJHQW
RIWKHRWKHUV([FHSWDVRWKHUZLVHH[SOLFLWO\VHWIRUWKKHUHLQQR3DUW\VKDOOKDYHDQ\ULJKW
SRZHURUDXWKRULW\WRHQWHULQWRDQ\DJUHHPHQWRUXQGHUWDNLQJIRURUDFWRQEHKDOIRIRUWRDFWDV
RUEHDQDJHQWRUUHSUHVHQWDWLYHRIRUWRRWKHUZLVHELQGWKHRWKHU3DUW\1RWZLWKVWDQGLQJ
DQ\WKLQJWRWKHFRQWUDU\QRILGXFLDU\GXW\RUILGXFLDU\UHODWLRQVKLSVKDOOH[LVWEHWZHHQWKH
3DUWLHV
 *RRG)DLWK,QFDUU\LQJRXWLWVREOLJDWLRQVDQGGXWLHVXQGHUWKLV/HDVHHDFK3DUW\
VKDOOKDYHDQLPSOLHGREOLJDWLRQRIJRRGIDLWK
 6XFFHVVRUVDQG$VVLJQV7KLV/HDVHVKDOOLQXUHWRWKHEHQHILWRIDQGEHELQGLQJ
XSRQWKH3DUWLHVKHUHWRDQGWKHLUUHVSHFWLYHVXFFHVVRUVDQGSHUPLWWHGDVVLJQV
 7KLUG3DUWLHV7KLV/HDVHLVLQWHQGHGVROHO\IRUWKHEHQHILWRIWKH3DUWLHV
1RWKLQJLQWKLV/HDVHVKDOOEHFRQVWUXHGWRFUHDWHDQ\GXW\RUOLDELOLW\WRRUVWDQGDUGRIFDUHZLWK
UHIHUHQFHWRDQ\3HUVRQRWKHUWKDQWKH3DUWLHV
 +HDGLQJV7KHKHDGLQJVFRQWDLQHGLQWKLV/HDVHDUHVROHO\IRUWKHFRQYHQLHQFHRI
WKH3DUWLHVDQGVKRXOGQRWEHXVHGRUUHOLHGXSRQLQDQ\PDQQHULQWKHFRQVWUXFWLRQRU
LQWHUSUHWDWLRQRIWKLV/HDVH
 &RQVWUXFWLRQRI/HDVH$PELJXLWLHVRUXQFHUWDLQWLHVLQWKHZRUGLQJRIWKLV/HDVH
VKDOOQRWEHFRQVWUXHGIRURUDJDLQVWDQ\3DUW\HLWKHURQDFFRXQWRIVXFK3DUW\KDYLQJGUDIWHGRU
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SURYLGHGDQ\ODQJXDJHLQWKLV/HDVHRURWKHUZLVHDQGVKDOOEHFRQVWUXHGLQDFFRUGDQFHZLWKWKH
IDLUPHDQLQJRIWKLV/HDVH
 &RXQWHUSDUWV7KLV/HDVHPD\EHH[HFXWHGLQRQHRUPRUHFRXQWHUSDUWVHDFKRI
ZKLFKVKDOOEHGHHPHGDQRULJLQDO
 0HPRUDQGXP&RQFXUUHQWO\ZLWKWKHH[HFXWLRQDQGGHOLYHU\RIWKLV/HDVHWKH
3DUWLHVZLOOH[HFXWHDPHPRUDQGXPRIWKLV/HDVHLQDFXVWRPDU\IRUPWKDWLVPXWXDOO\DJUHHDEOH
WRWKH3DUWLHVLQWKHLUUHDVRQDEOHGLVFUHWLRQ WKH³0HPRUDQGXP´ ZKLFK0HPRUDQGXPVKDOOEH
UHFRUGHGLQWKHRIILFLDOUHDOHVWDWHUHFRUGVRI6DQ'LHJR&RXQW\&DOLIRUQLD1RWKLQJFRQWDLQHG
WKHUHLQVKDOOEHGHHPHGRUFRQVWUXHGWRLQDQ\ZD\PRGLI\RURWKHUZLVHDIIHFWDQ\RIWKHWHUPV
DQGFRQGLWLRQVRIWKLV/HDVHRUWRFUHDWHDQ\LQIHUHQFHDERXWWKHFKDUDFWHUL]DWLRQRIWKHOHDVHKROG
LQWHUHVWDVUHDOSURSHUW\RUSHUVRQDOW\)XUWKHUQRWKLQJLQWKLV/HDVHRUWKHUHLQVKDOOEHGHHPHG
DQDVVLJQPHQWLQZKROHRULQSDUWRIDQ\ULJKWRULQWHUHVWLQ6'* (¶VIUDQFKLVHDJUHHPHQWZLWK
WKH&LW\RI6DQ'LHJR6'* (¶VIUDQFKLVHDJUHHPHQWZLWKWKH&RXQW\RI6DQ'LHJR6'* (¶V
FURVVLQJHQFURDFKPHQWSHUPLWZLWKWKH6WDWHRI&DOLIRUQLD'HSDUWPHQWRI7UDQVSRUWDWLRQ
&DO7UDQV RU6'* (¶VRWKHUULJKWVRIZD\HDVHPHQWVRURWKHUUHDOSURSHUW\HQWLWOHPHQWV
DORQJWKHDOLJQPHQWRIWKH8QGHUJURXQG6HJPHQW%7KHSURYLVLRQVRIWKLV/HDVHZLOOFRQWURO
ZLWKUHJDUGWRDQ\SURYLVLRQVRIWKLV/HDVHWKDWPD\EHLQFRQIOLFWZLWKWKH0HPRUDQGXP
 6XERUGLQDWHWR6'* (,QGHQWXUH&LWL]HQV6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQ
DFNQRZOHGJHVDQGDJUHHVWKDWDWDOOWLPHVWKLV/HDVH&LWL]HQV6\FDPRUH3HQDVTXLWRV
7UDQVPLVVLRQ¶VULJKWVDULVLQJXQGHUWKLV/HDVHDQGDOOOLHQVHQFXPEUDQFHVRUUHFRUGLQJV
VHFXULQJRUHYLGHQFLQJDQ\RIWKHIRUHJRLQJDUHDQGVKDOOEHVXEMHFWWRDQGVXERUGLQDWHWRWKH
6'* (,QGHQWXUHDQ\PRGLILFDWLRQVDPHQGPHQWVUHQHZDOVRUH[WHQVLRQVWKHUHRIDQGDOOOLHQV
HQFXPEUDQFHVRUUHFRUGLQJVVHFXULQJRUHYLGHQFLQJWKH6'* (,QGHQWXUH
>Signature page follows@
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,1:,71(66:+(5(2)WKH3DUWLHVKDYHVLJQHGWKLV7UDQVIHU&DSDELOLW\/HDVHDVRI
WKH(IIHFWLYH'DWH

6'* (

6$1',(*2*$6 (/(&75,&&203$1<
D&DOLIRUQLDFRUSRUDWLRQ

%\ BBBBBBBBBBBBBBBBBBBBBBBBBBBB

1DPH

7LWOH



&,7,=(166<&$025(3(1$648,726
75$160,66,21

&,7,=(166<&$025(3(1$648,726
75$160,66,21//&
D'HODZDUHOLPLWHGOLDELOLW\FRPSDQ\

%\




BBBBBBBBBBBBBBBBBBBBBBBBBBBB
1DPH
7LWOH
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6&+('8/(

3URMHFW'LDJUDP


3URMHFW6HJPHQWV
 6HJPHQW$6\FDPRUH&DQ\RQ6XEVWDWLRQ±6WRQHEULGJH3DUNZD\6HJPHQW
(0.9 miles) 1HZN9VWHHOSROHVLQH[LVWLQJ52:
 6HJPHQW%8QGHUJURXQG6HJPHQW
(11.5 miles) 1HZXQGHUJURXQGN9OLQHLQH[LVWLQJIUDQFKLVHSRVLWLRQ &LW\VWUHHWV 
 6HJPHQW&&DUUROO&DQ\RQ5RDG±3HQDVTXLWRV6XEVWDWLRQ6HJPHQW
(2.2 miles) 1HZN9FRQGXFWRURQH[LVWLQJVWHHOVWUXFWXUHV





6FKHGXOH
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([KLELW$

0RGHOIRU6'* (5HSUHVHQWDWLYH5DWH
6HHDWWDFKHG&'HQWLWOHG³([KLELW$WR7UDQVIHU&DSDELOLW\/HDVHGDWHG>insert date at
time of execution@´FRQWDLQLQJWKHPRGHOLQD0LFURVRIW([FHOZRUNVKHHWILOH 
>Note to form: The final model as of the Effective Date will be populated with the actual
Moody’s Aa 30-year Utility Bond Index, the actual Costs of Transfer Capability, and the portion
of the actual Costs of Transfer Capability that is actual SDG&E AFUDC, all of which will be
known at the time of execution. The Model template for the SDG&E Representative Rate at the
time of execution of the DCOA is the file titled “LD2D-#312576-v7SXPQ_Citizens_Lease_SDGE_Representative_Rate_Model.XLSX.”@


([KLELW$
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$)8'&







6'* (5HSUHVHQWDWLYH5DWH










/HYHOL]HG$QQXDO$PRXQW \UV 



1HW3UHVHQW9DOXH \UV 



7RWDO5HYHQXH5HTXLUHPHQW

































3URSHUW\7D[HV

6WDWH,QFRPH7D[HV

)HGHUDO,QFRPH7D[HV

5HWXUQRQ'HEW

5HWXUQRQ3UHIHUUHG(TXLW\

5HWXUQRQ&RPPRQ(TXLW\

'HSUHFLDWLRQ([SHQVH



5HYHQXH5HTXLUHPHQW

<HDU





7RWDO





&RPPRQ(TXLW\



















<HDU







3UHIHUUHG(TXLW\







&DSLWDO5DWLR












'HEW



7RWDO'HEW&RVWSHU0RGHO

&DOFXODWLRQRI:$&&










7KH0RRG\ V$D8WLOLW\%RQG,QGH[

$GMXVWPHQWWR%RQG,QGH[





&DOFXODWLRQRI'HEW&RVWDV,QSXWWR0RGHO




7KH0RRG\ V$D8WLOLW\%RQG,QGH[

&RVWRI7UDQVIHU&DSDELOLW\



0RGHO,QSXWV



















<HDU













































<HDU





















<HDU



UHPDLQVIL[HGGRQRWFKDQJH

UHPDLQVIL[HGGRQRWFKDQJH





([KLELW$



















<HDU











:$&&

UHPDLQVIL[HGGRQRWFKDQJH

<HDU







&RVW































<HDU





















<HDU





















<HDU






























<HDU



([DPSOHRI6'* (5HSUHVHQWDWLYH5DWH
>Note to form: The final model as of the Effective Date and this exhibit will be populated with the actual Moody’s Aa 30-year Utility Bond Index, the
actual Costs of Transfer Capability, and the portion of the actual Costs of Transfer Capability that is actual SDG&E AFUDC, all of which will be
known at the time of execution.@
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4XDUWHU

3URMHFW
/HVVRU
/HVVHH
,QWHUHVW5DWH





















































5HQW
$OORFDWLRQ


























3UH
3D\PHQW






















































$OORFDWHG
5HQW


























)UDFWLRQ
(B / A)

6\FDPRUH3HQDVTXLWRV
6'* (

&LWL]HQV6\FDPRUH3HQDVTXLWRV 7UDQVPLVVLRQ
 /76$$)5 

([KLELW%



























3URSRUWLRQDO
5HQW




















































,5&
,QWHUHVW

























,5&
5HQW




















































,5&
/RDQ%DODQFH


















































1HW,5&
,QFRPH /RVV


























([KLELW%

$FFUXDORI3UHSDLG5HQW
>Note to form: The final table as of the Effective Date will be populated with the actual Prepaid Rent and AFR which will be known at the time of
execution. At the time of execution of the DCOA, the model template for determining the values below is the file titled “LD2D-#313963-v2SXPQ_Citizens_Lease_Amortization_Prepaid_Rent.XLS.”@
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5HQW
$OORFDWLRQ
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3UH
3D\PHQW














































































$OORFDWHG
5HQW






































)UDFWLRQ
(B / A)
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3URSRUWLRQDO
5HQW











































































,5&
,QWHUHVW






































,5&
5HQW











































































,5&
/RDQ%DODQFH











































































1HW,5&
,QFRPH /RVV
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4XDUWHU







































5HQW
$OORFDWLRQ
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3UH
3D\PHQW
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5HQW






































)UDFWLRQ
(B / A)
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3URSRUWLRQDO
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,5&
,QWHUHVW
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5HQW











































































,5&
/RDQ%DODQFH











































































1HW,5&
,QFRPH /RVV
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B


A








Rent Allocation


































3UH
3D\PHQW




5HQW
$OORFDWLRQ





























Present Value

























Totals


4XDUWHU
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([KLELW&

/RFDO)XUQLVKLQJ%RQG(QFXPEUDQFHV

>Note to form: update this exhibit as of the Effective Date@
,
/RFDO)XUQLVKLQJ7UDQVPLVVLRQ6\VWHP(QFXPEUDQFHV

7KH&$,62VKDOOH[HUFLVH2SHUDWLRQDO&RQWURORYHU6'* (¶V/RFDO)XUQLVKLQJ 7UDQVPLVVLRQ
6\VWHPFRQVLVWHQWZLWKWKHIROORZLQJHQFXPEUDQFHVLQDFFRUGDQFH ZLWKWKH/RFDO)XUQLVKLQJ
%RQGV2SHUDWLQJ3URFHGXUHVWKDW6'* (KDVSURYLGHG WKH&$,62
$

6HFWLRQ D  RIWKH&DOLIRUQLD3XEOLF8WLOLWLHV&RGHSURYLGHV WKDW
3DUWLFLSDWLQJ72VVKDOOQRWEHFRPSHOOHGWRYLRODWHUHVWULFWLRQV DSSOLFDEOHWR
IDFLOLWLHVILQDQFHGZLWKWD[H[HPSWERQGVRU FRQWUDFWXDOUHVWULFWLRQVDQGFRYHQDQWV
UHJDUGLQJXVHRI WUDQVPLVVLRQIDFLOLWLHVH[LVWLQJDVRI'HFHPEHU
6'* (¶VWUDQVPLVVLRQIDFLOLWLHVDQGRWKHUHOHFWULFSURSHUWLHVDUH ILQDQFHGLQ
SDUWZLWKWKHSURFHHGVRI/RFDO)XUQLVKLQJ%RQGV3ULRU WR'HFHPEHU
SXUVXDQWWRSURYLVLRQVRIWKHORDQ DJUHHPHQWVHQJLQHHULQJFHUWLILFDWHVDQGWD[
FHUWLILFDWHVDQG DJUHHPHQWVDVVRFLDWHGZLWKRXWVWDQGLQJ/RFDO)XUQLVKLQJ%RQGV
LVVXHGIRULWVEHQHILW6'* (KDVFRYHQDQWHGQRWWRWDNHRUSHUPLW DQ\DFWLRQ
WKDWZRXOGMHRSDUGL]HWKHWD[H[HPSWVWDWXVRILQWHUHVW RQ/RFDO)XUQLVKLQJ
%RQGVLVVXHGIRULWVEHQHILW$FFRUGLQJO\ QRWZLWKVWDQGLQJDQ\WKLQJWRWKH
FRQWUDU\FRQWDLQHGLQWKH $JUHHPHQWLQFOXGLQJ6'* (¶VDJUHHPHQWWREH
ERXQGE\WKH WHUPVRIWKH5HVWDWHGDQG$PHQGHG&$,627DULIIDQGWKH
5HVWDWHG DQG$PHQGHG727DULII6'* (PD\QRWWDNH QRUPD\6'* (
DOORZWKH&$,62WRWDNH DQ\DFWLRQWKDWZRXOGMHRSDUGL]HWKHWD[ H[HPSW
VWDWXVRILQWHUHVWRQ/RFDO)XUQLVKLQJ%RQGVLVVXHGRUWREH LVVXHGIRULWVEHQHILW
LQFOXGLQJ ZLWKRXWOLPLWDWLRQ WKHDFWLRQV VSHFLILHGEHORZ

%

$EVHQWDQDSSURYLQJZULWWHQRSLQLRQRIQDWLRQDOO\UHFRJQL]HGERQG FRXQVHO
VHOHFWHGE\6'* (WDNLQJLQWRDFFRXQWWKHDGMXVWPHQWV RXWOLQHGLQSDUDJUDSK&
EHORZ6'* (ZLOOQRWRSHUDWHLWVIDFLOLWLHV RUDOORZLWVIDFLOLWLHVWREHRSHUDWHG 
VRDVWRFDXVHRUSHUPLWD FXPXODWLYHDQQXDOQHWRXWERXQGIORZRIHOHFWULFHQHUJ\
GXULQJDQ\ FDOHQGDU\HDUIURPWKHSRLQWVRILQWHUFRQQHFWLRQEHWZHHQ L 
6'* (¶VZKROO\RZQHGHOHFWULFGLVWULEXWLRQIDFLOLWLHVRU6'* (¶V ZKROO\
RZQHGHOHFWULFWUDQVPLVVLRQIDFLOLWLHVZKLFKDUHGLUHFWO\ FRQQHFWHGWR6'* (¶V
ZKROO\RZQHGHOHFWULFGLVWULEXWLRQIDFLOLWLHV WKH³/RFDO7'6\VWHP´ DQG LL 
RWKHUHOHFWULFXWLOLW\SURSHUWLHV$V RI'HFHPEHUWKHVHLQWHUFRQQHFWLRQ
SRLQWVLQFOXGH


WKHSRLQWDWWKH,QWHUQDWLRQDO%RUGHUZKHUH6'* (¶VZKROO\ RZQHG
LQWHUHVWLQN97/ 2WD\0HVD±7LMXDQD,  FRQQHFWVZLWK&)(¶V
RZQHUVKLSLQWHUHVWLQ7/



WKHVHWRISRLQWVDWWKH6DQ2QRIUH1XFOHDU*HQHUDWLQJ 6WDWLRQ ³621*6´ 
VZLWFK\DUGEXVZKHUH6'* (¶VZKROO\ RZQHGWUDQVPLVVLRQIDFLOLWLHV
([KLELW&
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LQWHUFRQQHFWZLWKIDFLOLWLHV RZQHG LQZKROHRULQSDUW E\6RXWKHUQ
&DOLIRUQLD(GLVRQ &RPSDQ\ ³6&(´ 

&



WKHSRLQWZKHUH6'* (¶VZKROO\RZQHGN97/ ,PSHULDO
9DOOH\±(DVW&RXQW\ LQWHUFRQQHFWVZLWKWKH ,PSHULDO9DOOH\6XEVWDWLRQ
IDFLOLWLHVRZQHGLQSDUWE\,PSHULDO ,UULJDWLRQ'LVWULFW ³,,'´ 



WKHSRLQWZKHUH6'* (¶VZKROO\RZQHGN97/ ,PSHULDO
9DOOH\±2FRWLOOR FRQQHFWVWRWKH,PSHULDO9DOOH\ 6XEVWDWLRQIDFLOLWLHV
RZQHGLQSDUWE\,,'



WKHSRLQWDWWKH6DQ'LHJR,PSHULDO&RXQW\ERUGHUZKHUH 6'* (¶V
RZQHUVKLSLQWHUHVWLQDPLOHORQJUDGLDO GLVWULEXWLRQOLQHLQWHUVHFWVZLWK
,,'¶VRZQHUVKLSLQWHUHVWLQWKDW VDPHGLVWULEXWLRQOLQH



WKHSRLQWVDWWKH5LYHUVLGH2UDQJH&RXQW\ERUGHUDQGWKH 5LYHUVLGH6DQ
'LHJR&RXQW\ERUGHUZKHUH6'* (¶V RZQHUVKLSLQWHUHVWLQVHYHUDO
LVRODWHGGLVWULEXWLRQOLQHV LQWHUFRQQHFWZLWK6&(¶VRZQHUVKLSLQWHUHVWLQ
WKRVHVDPH GLVWULEXWLRQOLQHVDQG



WKHSRLQWZKHUH6'* (¶VZKROO\RZQHG1DUURZV6XEVWDWLRQ
LQWHUFRQQHFWVZLWKWUDQVPLVVLRQIDFLOLWLHVRZQHGLQZKROHRU LQSDUWE\
,,'

)RUSXUSRVHVRISDUDJUDSK%QHWIORZVRIHOHFWULFHQHUJ\VKDOOEH FDOFXODWHGDIWHU
WDNLQJLQWRDFFRXQWWKHIROORZLQJDGMXVWPHQWV


7UHDWLQJDVDGHHPHGRXWERXQGIORZ RUDVDUHGXFWLRQLQ LQERXQGIORZ 
6'* (¶VVKDUHDVRZQHURUOHVVHHRIHOHFWULF HQHUJ\JHQHUDWHGDW
IDFLOLWLHVZKLFKDUHQRWFRQQHFWHG GLUHFWO\WRWKH/RFDO7'6\VWHP
³2ZQHG/HDVHG5HPRWH 6'* (*HQHUDWLQJ8QLWV´ 
L $VRI'HFHPEHU2ZQHG/HDVHG5HPRWH 6'* (*HQHUDWLQJ
8QLWVFRQVLVWRIRQO\6'* (¶V 0:'HVHUW6WDU(QHUJ\&HQWHU



([FOXGLQJRXWERXQGIORZV RUUHGXFWLRQVLQLQERXQGIORZV  DWWULEXWDEOHWR
RUFDXVHGE\ZKHHOLQJRIHOHFWULFHQHUJ\ JHQHUDWHGE\LQGHSHQGHQWSRZHU
SURMHFWV
L ZKLFKLQWHUFRQQHFWGLUHFWO\WRWKH/RFDO7'6\VWHPDQG
LL ZLWKELODWHUDOFRQWUDFWVWRVHOOWKHHOHFWULFHQHUJ\RXWSXWDW ZKROHVDOH
WRHOHFWULFXWLOLWLHVRWKHUWKDQ6'* (



([FOXGLQJRXWERXQGIORZV RUUHGXFWLRQVLQLQERXQGIORZV  DWWULEXWDEOHWR
RUFDXVHGE\ZKROHVDOHVDOHVRIH[FHVV HOHFWULFHQHUJ\IURP6'* (¶V
DYDLODEOHJHQHUDWLQJXQLWVWR WKHH[WHQWJHQHUDWLRQRIWKDWHOHFWULFHQHUJ\LV
UHTXLUHG SXUVXDQWWRIHGHUDORUVWDWHUHJXODWLRQVUXOHVRUGHUV GHFLVLRQVRU
([KLELW&
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PDQGDWRU\SURWRFROVEXWRQO\LIWKHWRWDODPRXQW RIHOHFWULFHQHUJ\
VXSSOLHGE\6'* (WRLWVUHWDLOFXVWRPHUV ZKRUHFHLYHERWKHOHFWULF
HQHUJ\GHOLYHU\VHUYLFHDQGHOHFWULF HQHUJ\VXSSO\VHUYLFHIURP6'* (
³1DWLYH/RDG &XVWRPHUV´ GXULQJWKHFDOHQGDU\HDUHTXDOVRUH[FHHGV
L WKHWRWDODPRXQWRI6'* (¶VVKDUHRIHOHFWULFHQHUJ\JHQHUDWHG
GXULQJWKHFDOHQGDU\HDUE\IDFLOLWLHVZKLFKDUHHLWKHURZQHGOHDVHG
RUFRQWUROOHGE\RUIRUWKHEHQHILWRI6'* (UHGXFHGE\
LL WKHVXPRI
D  DVVXPHGOLQHORVVHVEDVHGRQWKHPRVWUHFHQWORQJ WHUPGHPDQG
IRUHFDVWDGRSWHGE\WKH&DOLIRUQLD (QHUJ\&RPPLVVLRQ DVRI
'HFHPEHU RIHOHFWULFHQHUJ\GHOLYHUHGWR6'* (¶V
UHWDLO FXVWRPHUV 
E DSURUDWDVKDUHRIHOHFWULFHQHUJ\DFWXDOO\SURGXFHG E\6'* (¶V
DYDLODEOHJHQHUDWLQJXQLWVDQGDOORFDEOH WR&38&PDQGDWHG
UHVHUYHV DVRI-XO\ @ 
F  HOHFWULFHQHUJ\DFWXDOO\SURGXFHGE\6'* (¶V DYDLODEOH
JHQHUDWLQJXQLWVSXUVXDQWWROHDVWFRVWEHVW ILWRUGHUVRIWKH
&38&DQGRUWKH&$,62DQG
G HOHFWULFHQHUJ\DFWXDOO\SURGXFHGE\6'* (¶V DYDLODEOH
JHQHUDWLQJXQLWVZKLFKH[FHHGVWKH UHTXLUHPHQWVRI6'* (¶V
1DWLYH/RDG&XVWRPHUV GXHWR6'* (¶VLQDELOLW\WRUHGXFH
JHQHUDWLRQIURP SHDNOHYHOVGXULQJRIISHDNSHULRGV

'

6'* (ZLOOQRWRSHUDWHLWVIDFLOLWLHV RUDOORZLWVIDFLOLWLHVWREH RSHUDWHG VRDV
WRFXUWDLOGHOLYHU\RIHOHFWULFHQHUJ\WRLWV1DWLYH /RDG&XVWRPHUVLQYROXQWDULO\LQ
RUGHUWRSURYLGHHOHFWULFHQHUJ\WR FXVWRPHUVRXWVLGHRILWVHOHFWULFVHUYLFH
WHUULWRU\LQ6DQ'LHJRDQG 2UDQJH&RXQWLHVXQOHVVVXFKFXUWDLOPHQWLV
QHFHVVLWDWHGE\WKH IDLOXUHRIIDFLOLWLHVHLWKHUSDUWLDOO\RUZKROO\RZQHGE\
6'* (

(

8SRQ6'* (¶VUHFHLSWRIDZULWWHQUHTXHVWIURPWKH&$,62WRWDNH RUWRUHIUDLQ
IURPWDNLQJ DQ\DFWLRQWKDW6'* (EHOLHYHVPLJKW MHRSDUGL]HWKHWD[H[HPSW
VWDWXVRILQWHUHVWRQ/RFDO)XUQLVKLQJ %RQGVLVVXHGIRULWVEHQHILW6'* (LQ
JRRGIDLWKVKDOOSURPSWO\ VHHNWRREWDLQDQRSLQLRQ RIWKHW\SHJHQHUDOO\
UHJDUGHGLQWKH PXQLFLSDOERQGPDUNHWDVXQTXDOLILHG IURPDQDWLRQDOO\
UHFRJQL]HG ERQGFRXQVHOVHOHFWHGE\6'* (WKDWWKHUHTXHVWHGDFWLRQ RU
LQDFWLRQ ZLOOQRWDGYHUVHO\DIIHFWVXFKWD[H[HPSWVWDWXV ([DPSOHVRIDFWLRQVWKH
&$,62PLJKWUHTXHVW6'* (WRWDNH RU UHIUDLQIURPWDNLQJ PLJKWLQFOXGH


FORVLQJ RUUHIUDLQLQJIURPRSHQLQJ VZLWFKHVWRDOORZHOHFWULF HQHUJ\WR
IORZRXWRIWKH/RFDO7'6\VWHP

([KLELW&
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FORVLQJ RUUHIUDLQLQJIURPRSHQLQJ VZLWFKHVWRDOORZHOHFWULF HQHUJ\
IURPORFDOJHQHUDWLQJXQLWVWRIORZLQWRWKH/RFDO7' 6\VWHP



DFTXLULQJRUFRQVWUXFWLQJQHZHOHFWULFXWLOLW\IDFLOLWLHVRU LPSURYLQJ
H[LVWLQJHOHFWULFXWLOLW\IDFLOLWLHV



JHQHUDWLQJHOHFWULFHQHUJ\RUUHIUDLQLQJIURPJHQHUDWLQJ HOHFWULFHQHUJ\DW
UHVRXUFHVZKLFKDUHGLUHFWO\RULQGLUHFWO\ XQGHU6'* (¶VFRQWURORU



EULQJLQJWUDQVPLVVLRQRUJHQHUDWLRQIDFLOLWLHVRUUHVRXUFHV LQWRVHUYLFH RU
ZLWKKROGLQJWUDQVPLVVLRQRUJHQHUDWLRQ IDFLOLWLHVRUUHVRXUFHVIURP
VHUYLFH 

8QWLOWKHRSLQLRQRIERQGFRXQVHOGHVFULEHGDERYHLVREWDLQHG 6'* (VKDOO
QRWEHUHTXLUHGWRWDNH RUWRUHIUDLQIURPWDNLQJ WKH VSHFLILHGDFWLRQDQGWKH
&$,62VKDOOH[HUFLVHLWV2SHUDWLRQDO&RQWUROFRQVLVWHQWZLWKVXFKOLPLWDWLRQ
)

,I6'* (KDVEHHQXQDEOHWRREWDLQWKHXQTXDOLILHGRSLQLRQRI ERQGFRXQVHO
GHVFULEHGLQSDUDJUDSK(DERYHXSRQZULWWHQ UHTXHVWE\DQHQWLW\HOLJLEOHWRILOH
DQDSSOLFDWLRQXQGHU6HFWLRQ RIWKH)HGHUDO3RZHU$FW ³)3$´  RUWKH
&$,62DFWLQJDVLWVDJHQW  FROOHFWLYHO\WKH³(OLJLEOH(QWLW\´ 6'* (LQJRRG
IDLWKVKDOO SURPSWO\VHHNWRREWDLQDUXOLQJIURPWKH,QWHUQDO5HYHQXH6HUYLFH
WKDWWKHUHTXHVWHGDFWLRQ RULQDFWLRQ ZLOOQRWDGYHUVHO\DIIHFWWKH WD[H[HPSW
VWDWXVRILQWHUHVWRQ/RFDO)XUQLVKLQJ%RQGVLVVXHGIRU WKHEHQHILWRI6'* (,I
VXFKDUXOLQJFDQQRWEHREWDLQHG6'* ( ZLOOQRWREMHFWWRDQ(OLJLEOH(QWLW\
VHHNLQJDQRUGHUXQGHU6HFWLRQ RIWKH)3$ZLWKUHVSHFWWRWKHUHTXHVWHG
DFWLRQ RULQDFWLRQ  8QWLOVXFKDUXOLQJLVREWDLQHGIURPWKH)HGHUDO(QHUJ\
5HJXODWRU\ &RPPLVVLRQDQGVXFKUXOLQJKDVEHFRPHILQDODQGQRQ DSSHDODEOH
6'* (VKDOOQRWEHUHTXLUHGWRWDNH RUWRUHIUDLQIURP WDNLQJ WKHVSHFLILHG
DFWLRQDQGWKH&$,62VKDOOH[HUFLVHLWV 2SHUDWLRQDO&RQWUROFRQVLVWHQWZLWKVXFK
OLPLWDWLRQ




([KLELW&
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0DSRIWKH6\FDPRUH3HQDVTXLWRV7UDQVPLVVLRQ/LQH3URMHFW
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Project Segments:
 Segment A: Sycamore Canyon Substation – Stonebridge Parkway
Segment
(0.9 miles) New 230 kV steel poles in existing ROW
 Segment B: Underground Segment
(11.5 miles) New underground 230 kV line in existing franchise position (City
streets)
 Segment C: Carroll Canyon Road – Penasquitos Substation Segment
(2.2 miles) New 230 kV conductor on existing steel structures

Attachment PFS-1
Page 165 of 165

CERTIFICATE OF SERVICE
I hereby certify that I have this day electronically served the foregoing
document upon each of the parties identified below in accordance with the
requirements of 18 C.F.R. § 385.2010 of the Commission’s Rules and Regulations:

Anthony Ivancovich
Deputy General Counsel
California Independent System Operator
Corp.
250 Outcropping Way
Folsom, CA 95630
Email: aivancovich@caiso.com

Harvey Y. Morris
California Public Utilities
Commission
Assistant General Counsel
505 Van Ness Avenue
San Francisco, CA 94102
Email: hym@cpuc.ca.gov

/s/ Ashley M. Bond
Counsel for Citizens Energy Corporation

Dated this 9th day of 1RYHPEHU, 2017
at Washington, D.C.

