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UNITED STATES DISTRICT COURT 

NORTHERN DISTRICT OF CALIFORNIA 
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In re: 
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STATEMENT 
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    Time:  2:00 p.m. 
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I 

INTRODUCTION 

 This Status Conference Statement is submitted by a substantial group of fire victims who 

suffered injuries and were damaged by the PG&E fires in Sonoma, Napa, Mendocino and Butte 

Counties in 2017 and 2018.   

II 

AN ESTIMATION TRIAL IS NECESSARY 

An estimation trial is necessary because the amount to be paid to the fire victims by 

Pacific Gas and Electric Company and its parent, PG&E Corporation (collectively, “PG&E” or 

“Debtors”),  is substantially less than the $13.5 billion “advertised”.  PG&E is now a convicted 

felon for causing the Camp Fire by acting with wanton disregard for the safety of others.  The 

Camp Fire killed 86 individuals.  Those victims are entitled to punitive damages, which are now 

highly likely, as a result of the convictions.  Obviously, this possibility could increase the $13.5 

billion dramatically.   

The Agreed-Upon Consideration Does Not Amount to $13.5 Billion 

 The agreement entered into between PG&E and the Tort Claimants Committee (“TCC”), 

was intended to pay fire victims $13.5 billion, the terms of which are contained in a Restructuring 

Support Agreement (“RSA”) purportedly entered into on or about December 5, 2019.  The 

settlement provides for $13.5 billion to be paid one-half in cash and one-half in post-bankruptcy 

PG&E common stock.  Pursuant to the RSA, the cash portion is to be paid into a to-be-

established “Fire Victims’ Trust Account” (the “Trust”)  in three installments – $5.4 billion on 

August 29, 2020; $650 million by January 15, 2021 and $700 million by January 15, 2022.  The 

later two payments bear no interest and have questionable security.1  Likewise, the stock portion 

would be paid on August 29, 2020 into the Trust, and then sold over a period of time.  The terms 

 
1 The security hinges on a successful IRS ruling that net operating losses (“NOLs”) will not be 
lost if the amount of stock transferred upon exit from bankruptcy creates a change in ownership, 
which usually places the NOL in jeopardy.  If the IRS tax ruling is unfavorable, the tort victims 
will receive an unsecured promissory note. 
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of the RSA, with some modification, were incorporated into PG&E’s Plan of Reorganization 

(“Plan”).  Significantly, the Plan does not provide the fire victims with the agreed-upon $13.5 

billion.   

 We agree with the TCC that PG&E has breached the RSA by making material changes to 

the Restructuring Support Agreement.  The TCC did not agree to these material changes.  As the 

chart below show, the agreed-upon value of $6.75 billion in PG&E stock does not have that 

value.  The PG&E stock does not have anywhere near the $6.75 billion value as promised.  In 

addition, a substantial portion of the cash consideration is in the distant future, and will be 

unsecured.  See, Declaration of Eric Lowrey, CIRA (attached as Exhibit A), In Support of 

Objection by Certain Fire Victims to Debtors’ Motion Pursuant to 11 U.S.C. 105(A) and 502(C) 

to Establish Amount of Fire Victim Claims for all Purposes of the Chapter 11, I re PG&E 

Corporation, Civil Case No. 19-05257 (JD), Doc. No. 307 (04/03/20).   

 PG&E unilaterally amended its capital structure by substantially reducing its equity by $3 

billion and substantially increasing its debt-load by more than $3.7 billion. These material 

changes were not agreed to by the TCC.  These acts will substantially lower the value of the 

common stock which were to be received.  In addition, restrictions on payments of dividends for 

a period of three years will also substantially affect the value.  To put these actions in context, 

PG&E (as of April 27, 2020) had an equity value of approximately $5.4 billion 

 Moreover, because of the recent dramatic downturn in the economy due to coronavirus, 

the value of any post-bankruptcy PG&E stock will be greatly reduced – again lowering the $13.5 

billion which PG&E agreed to pay the fire victims. 

 Thus, it is obvious that the value of the consideration to be transferred to the Trust is 

substantially less than the promised $13.5 billion, and current economic conditions puts the value 

and timing of that consideration at risk of further reduction and threatens to delay payment of the 

cash portion of the settlement consideration.  Forty percent of the cash portion of the 

consideration – i.e., $5.4 billion – would be paid when PG&E exits bankruptcy which is supposed 

to be by August 29, 2020.  However, that effective date is problematical due to the Contingency 

Plan added to the Plan of Reorganization as part of the agreement between PG&E and Governor 
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Newsom’s office, which now could extend the time of the first payment to December 31. 2020.   

 Additionally, 10% of the total cash consideration – i.e., $1.35 billion – is deferred without 

interest until January 15, 2021 ($650 million) and January 15, 2022 ($700 million)2 and is based 

on questionable security.  Such deferred “cash” is not cash set aside by PG&E and held for the 

benefit of the fire victims, but rather this “cash” is yet to be earned by PG&E and is subject to 

various uncertainties and risks related to PG&E’s ability to realize cash benefits from tax 

attributes as well as any traditional business and credit risks. 

 The other half of the $13.5 billion in consideration – i.e., $6.75 billion – is in common 

stock in the reorganized PG&E, which currently is worth substantially less than the touted $6.75 

billion.  This stock will be liquidated in order to provide much-needed cash for the fire victims.  

However, the sale of this stock will be subject to restrictions on timing of the liquidation by 

PG&E alone, which restrictions have not been disclosed as yet.  In fact, PG&E has failed to 

deliver the stock Registration Rights Agreement, that is an important part of the deal, and which 

impacts the $6.75 billion stock value.  Moreover, because PG&E is not going to be able to pay 

dividends for 3 years, the market price of this common stock will be negatively affected because 

most institutional investors manage funds that are prohibited from acquiring a stock that pays no 

dividends. 

 Eric Lowrey, a Certified Restructuring and Insolvency Advisor, has advised the U.S. 

District Court that the true value of the PG&E stock is only $4.85 billion, not the $6.75 billion 

PG&E and the proponents of that plan assert.  And Mr. Lowrey has further advised the Court that 

there is substantial risk that PG&E will fail to raise the necessary financing to exit bankruptcy on 

the timeline contemplated, i.e. August 2020.  See, Declaration of Eric Lowrey, supra.  Mr. 

Lowrey correctly points out that among the subrogation claimants, unsecured noteholder 

claimants, and tort victims, everyone receives cash except the victims as shown below: 

/// 

/// 

 
2 Because there is no interest on the two deferred payments, they would need to be discounted by 
about $45 million – a not insignificant amount. 

Case 3:19-cv-05257-JD   Document 344   Filed 04/27/20   Page 4 of 35



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 

 
 
 
 
 
  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
  

 

STATUS CONFERENCE STATEMENT - 5 - USDC/NDCA No. 3:19-cv-05257 JD  

 

 

 

 

 

 

 

 

 

 

  

 

 

 

 

 

 

 

It is woefully apparent that this PG&E “new deal” is a bad deal for fire victims, especially when 

one considers that all other creditors, along with Equity and the Noteholders, are getting all cash 

payments and stand to make billions of dollars upon PG&E’s exit from this Chapter 11 

proceeding.  The only group of creditors who are at risk of getting less than they deserve are the 

fire victims – the very individuals who suffered the most from the PG&E-caused wide fires.  The 

vast majority of fire victims, who were not members of any committee and therefore whose 

voices were not heard, but to whom the TCC nevertheless has a fiduciary obligation to maximize 

their recoveries, did not agree to take less than the $13.5 billion they were promised they would 

receive.  That is why three members of the TCC have resigned because they cannot support the 

proposed settlement in such circumstances.   

 Meanwhile, the proponents of the PG&E settlement are broadcasting to fire victims that 

the only way to get paid promptly is to vote “Yes” on the PG&E plan. But that representation is 

Case 3:19-cv-05257-JD   Document 344   Filed 04/27/20   Page 5 of 35



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 

 
 
 
 
 
  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
  

 

STATUS CONFERENCE STATEMENT - 6 - USDC/NDCA No. 3:19-cv-05257 JD  

 

inaccurate and misleading because it will be years before any payments are made from the Trust 

to the fire victims.  Indeed, the statements by the proponents of the PG&E plan that a “No” vote 

will result in years of chaos and litigation and the possible breakup of the company is not correct 

because there is a viable back-up plan proposed by the Customer-Owned Utility (“C-OU”) group, 

which would provide the fire victims with $13.5 billion all cash, meet the June 30, 2020 deadline 

for joining the wildfire insurance fund, and be paid into the Fire Victims Trust by September 30, 

2020.  See Declaration of Francis O. Scarpulla (attached as Exhibit B) In Support of Objection to 

Debtors’ Motion, Case No.: 19-cv-05257-JD, Doc. No.: 306-1.   

III 

HOW DID THIS HAPPEN TO FIRE VICTIMS? 

 A number of mistakes were made which materially affected the fire victims’ settlement.  

Initially, it appears that the subrogation claimants (many of whom are hedge funds who purchased 

such insurance subrogation claims at thirty cents on the dollar) abandoned any meaningful 

negotiations with the TCC and obtained an $11 billion all-cash deal with the PG&E equity group 

(also led by a group of hedge funds which would make billions of dollars upon exit from 

bankruptcy).  Once the subrogation claimants joined PG&E any negotiating strength of the TCC 

was greatly weakened.   

 Another mistake was not to engage with the noteholders (possessing trillions of dollars in 

assets) who apparently were ready, willing and able to offer an all-cash $13.5 billion deal for the 

fire victims.  The noteholders were not engaged at any stage in these discussions.  The 

noteholders were led by Fidelity, Capital Re, PIMCO, Elliott Management.  These companies 

alone have some $7 trillion under management.  While it is common knowledge that a mediation 

session took place, one wonders why the noteholders’ settlement proposal was not accepted, 

which caused them to join with equity and effectively eliminate all competition for the fire 

victims’ damages amount.3  Once that happened, all fire victims were at the mercy of PG&E and 

Equity, except that the TCC had an automatic RSA withdrawal provision if Governor Newsom 

 
3 When two competitors enter into a contract to the injury of a party, that may be deemed to be a 
violation of Section 1 of the Sherman Act for which the combining parties can be liable for treble 
damages. 
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rejected PG&E’s proposal, as he eventually did.  However, rather than terminate the deal, the 

TCC agreed to revise the RSA by deleting such automatic withdrawal right. After that revision, 

the TCC could escape from the RSA only if its fiduciary obligations required it to withdraw from 

the PG&E RSA.  

 Now that it is obvious to anyone examining the PG&E “deal” objectively that it is not in 

the interests of fire victims to approve it, the TCC still has not utilized the fiduciary-out provision 

of the RSA.  

 It also is obvious that the “deal” protects the current shareholders who swooped in the buy 

PG&E stock when it was at all-time lows and who will now reap billions of dollars in profits at 

the expense of the fire victims, who are ordinary citizens, small business owners, non-profit 

volunteers and other similarly-situated victims who were simply going about their everyday lives 

when a disaster fell upon them.  Yet they alone among  all of the creditors are being asked to take 

the risk of a future stock price, the risk that PG&E will be able to realize certain tax benefits, and 

the risk that all of the cash portion of the settlement will ever show up in the Trust  

IV 
WHY DOES PG&E WANT THIS COURT TO FIND  

$13.5 BILLION AS THE TOTAL AMOUNT OF DAMAGES? 

 One has to wonder why PG&E is asking this Court to find that its total liability, as spelled 

out in the Plan how it is to be paid, is $13.5 billion.  Is it because the way the consideration is 

structured it really is not $13.5 billion in actual value to the fire victims?  That certainly is true.  

But also, should this Court find that the PG&E-valued $13.5 billion is the actual damages, PG&E 

would use that finding as res judicata for any fire victim who chose to take a personal injury or 

wrongful death case to state court for a jury trial, thereby denying that fire victim’s Constitutional 

due process rights.  Additionally, PG&E could use that finding to deny or reduce any punitive 

damage claims by Camp Fire victims who were injured by a convicted felon.  Therefore, we 

respectfully request that this Court not find, without a full and complete estimation trial, that 

$13.5 billion is the total damages suffered by all the fire victims.   

V 

WHAT IS THE REMEDY? 
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 We do not propose that this Court scrap the PG&E plan altogether, but rather that it 

consider how to resolve all of the outstanding issues so that the fire victims receive $13.5 billion 

as they were promised. 

 One way is for the subrogation claimants, who currently are to receive $11 billion in cash, 

to contribute $3.7 billion in cash to the fire victims’ Trust and take $3.7 billion in stock.  Thus, 

the fire victims would receive $10.45 billion in cash and $3.05 billion in stock. 

 Then, there are the noteholders who originally offered the fire victims $13.5 billion in 

cash.  These same noteholders could contribute $3.05 billion in cash to the fire victims and take 

for themselves an additional $3.05 billion in stock, so that the victims would receive $13.5 billion 

in cash.   

 Alternatively, or in addition, the noteholders could agree to convert some or all of their 

debt to equity thereby reducing the debt-load on PG&E and presumably increasing the value of 

the stock post-bankruptcy. 

 Additionally, there is now a back-up proposal from the C-OU group which would provide 

the fire victims with an all-cash payment of $13.5 billion and permit PG&E to meet the June 30, 

2020 wildfire insurance fund requirements of AB1054, with payment of the all-cash $13.5 billion 

into the Fire Victims Trust by September 30, 2020.  See Declaration of Francis O. Scarpulla 

supra.  However, the fire victims have not been permitted to even consider that proposal.   

  While it is not known exactly why a group of 13 plaintiffs firms, who allege they 

represent thousands of fire-victim claims, keep advocating for the obviously-flawed PG&E 

settlement, one could guess it is because certain law firms may reap hundreds of millions in fees 

while avoiding a trial of the Tubbs preference cases (which the TCC asked be sent to the San 

Francisco Superior Court for a jury trial when Cal Fire did not find PG&E at fault for the Tubbs 

Fire).  After those Tubbs preference cases were before a state-court judge for trials, PG&E and 

certain lawyers who represented Tubbs preference clients, and who also had clients on the TCC, 

entered into settlement agreements which are to be paid from the Trust – unlike the unliquidated 

fire victims’ claims which may take years to process and fully pay.  The amount of those 

settlements, however, are secret.  As these settlement amounts are to be paid from the Trust, 
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PG&E could care less how much the Tubbs plaintiffs were paid in settlements, which are now 

liquidated claims and can be paid immediately from the Trust once it is funded. The attorneys can 

be expected to seek fees for those settlements.  Because of the settlement with PG&E, the Tubbs 

claimants also were able to avoid any damages estimation trial, were the District Court Judge was 

to rule on the total damages caused by PG&E.  As only PG&E could settle the Tubbs preference 

lawsuits and avoid an estimation trial, the Tubbs claimants had no incentive to pursue other non-

PG&E settlements, even though at least two of them – the noteholders and, more recently, the    

C-OU, both of whom offered fire victims $13.5 billion all cash.  

 

 The proponents of the PG&E plan are inundating their clients as well as all fire victims, 

whether represented by them or not, with misinformation.  These proponents claim that rejecting 

the PG&E plan will not lead to a better deal because PG&E cannot pay out more to the fire 

victims and emerge from bankruptcy as a viable utility.  This is simply not true, because the 

claims of individual wildfire victims are senior in priority to pre-petition equity claims, which 

means fire victims will get paid in full before equity.  However, as the plan now stands, rather 

than equity getting paid last – if at all – it will reap about $5.8 billion under the current plan of 

reorganization.  So, rather than fight for the fire victims, the lawyers who were supposed to be 

protecting fire victims left about $5.8 billion on the table. 

VI 

CONCLUSION 

 We respectfully submit that this Court should not confirm the estimation amount of 

PG&E, but rather set a schedule for an estimation trial as early as possible in May.  In addition to 

setting the trial, this Court should now order all interested parties to a mediation beginning as 

early as this week with the two mediators who almost had this complex litigation case settled – 

The Honorable Daniel Weinstein (Ret.) and Robert Meyer – and allow the parties one week to 

resolve all outstanding issues and achieve a $13.5 billion all cash fund for the fire victims and a 

plan that can be confirmed. 
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Dated:  April 27, 2020  By: /s/Jeremiah F. Hallisey            
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Carpeneti; Mark Baker; June Stewart; and John 
Russoniello 
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640 Third Street, 2nd Floor 
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Telephone: (707) 244-9422  
Email:  quentinlkopp@gmail.com   
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CERTIFICATE OF SERVICE 

 

I, Jeremiah F Hallisey, declare as follows: 

I am a citizen of the United States and over the age of eighteen (18) years and not a party 

to the within action.  My business address is 465 California Street, Suite 405, San Francisco, CA  

94014. 

On April 27, 2020, I served document(s) described as: 
 
STATUS CONFERENCE STATEMENT 

on the interested parties in this action as follows: 

[  ] BY MAIL: Service was accomplished by placing the document(s) listed above in a sealed 

envelope with postage thereon fully prepaid, in the United States mail at San Francisco, 

addressed as set forth above. 

[X] BY E-MAIL/NEF:  Service was accomplished through the Notice of Electronic Filing 

(“NEF”) for all parties and counsel who are registered ECF Users and those identified 

below: 

 

 I declare under penalty of perjury under the laws of the United States of America that the 

above is true and correct.  This declaration was executed on April 27, 2020 at San Francisco, 

California. 
 
  __/s/ Jeremiah F Hallisey   
  Jeremiah F, Hallisey 
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&R�&RXQVHO�IRU�&UHGLWRUV�
.$5(1�52%(5'6�DQG�$1,7$�)5((0$1��
IRU�WKHPVHOYHV�DQG�RQ�EHKDOI�RI�DOO�RWKHUV�VLPLODUO\�
VLWXDWHG��:,//,$0�1��67((/��IRU�KLPVHOI�DQG�RQ
EHKDOI�RI�DOO�RWKHUV�VLPLODUO\�VLWXDWHG��
:,//,$0�2¶%5,(1��0,1*�2¶%5,(1��
)8*8$1�2¶%5,(1��0,&+$(/�+(,167(,1��
.<(�+(,167(,1��&/,1721�5(,//<��
&ODVV�&ODLPDQW�*(5�+263,7$/,7<��//&�
DQG�5,&+$5' &$53(1(7,

81,7('�67$7(6�',675,&7�&2857

1257+(51�',675,&7�2)�&$/,)251,$

6$1�)5$1&,6&2�',9,6,21

,Q�UH�

3*	(�&25325$7,21

�DQG�

3$&,),&�*$6�$1'�(/(&75,&�&203$1<�

'HEWRUV�

&LYLO�&DVH 1R� ����������-'�

%DQNUXSWF\�&DVH�1R������������'0�

'(&/$5$7,21 2)�(5,&�/2:5(<��
&,5$�,1�6833257�2)�2%-(&7,21�%<�
&(57$,1�),5(�9,&7,06�72�
'(%7256¶�027,21�38568$17�72����
8�6�&������$��$1'�����&��72�
(67$%/,6+�$02817�2)�),5(�
9,&7,0�&/$,06�)25�$//�385326(6�
2)�7+(�&+$37(5����&$6(6
'DWH��� 0D\���������
7LPH���������D�P�
&WUP������
-XGJH���+RQ��-DPHV�'RQDWR
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,��(5,&�/2:5(<��&,5$��GHFODUH�DV�IROORZV�

�� ,�DP�D UHVWUXFWXULQJ�SURIHVVLRQDO�ZLWK�RYHU����\HDUV�RI�ILQDQFLDO�DQG�VWUDWHJLF�

DGYLVRU\�H[SHULHQFH��SDUWLFXODUO\�WR�FRPSDQLHV�LQ�WKH�SRZHU�DQG�XWLOLWLHV�LQGXVWU\��DQG�DP�D�

&HUWLILHG�5HVWUXFWXULQJ�DQG�,QVROYHQF\�$GYLVRU��&,5$��E\�WKH�$VVRFLDWLRQ�RI�,QVROYHQF\�	�

5HVWUXFWXULQJ�$GYLVRUV� ,�KDYH�OHG�WKH�GD\�WR�GD\�ZRUN�RQ�HQJDJHPHQWV�IRU�-HIIHULHV�)LQDQFLDO�

*URXS��0LOOHU�%XFNILUH�	�&R���3Z&�$GYLVRU\�6HUYLFHV��DQG�1HZ +DUERU�,QFRUSRUDWHG DQG�EHHQ�D�

PHPEHU�RI�WKH�LQYHVWPHQW�EDQNLQJ�JURXSV�DW�'HXWVFKH�%DQN�DQG�%DUFOD\V� ,�KDYH�DGYLVHG�

FRPSDQLHV��FUHGLWRUV�DQG�RWKHU�VWDNHKROGHUV�RQ�WKH�QHJRWLDWLRQ�DQG�H[HFXWLRQ�RI�LQ�FRXUW�DQG�RXW�

RI�FRXUW�UHVWUXFWXULQJV DQG�LVVXHV�UHODWHG�WR�FDSLWDO�VWUXFWXUH��ILQDQFLQJ��OLTXLGLW\��DQG�YDOXDWLRQ��

DQG�DGYLVHG�GLVWUHVVHG�FRPSDQLHV��RIILFLDO�FUHGLWRU�DQG�HTXLW\�FRPPLWWHHV��DQG�LQYHVWRUV�RQ�

UHVWUXFWXULQJV�LQ�WKH�FRQVXPHU��HQHUJ\��KHDOWKFDUH��DQG�PHWDOV�DQG�PLQLQJ�LQGXVWULHV��(DFK�

UHVWUXFWXULQJ�HQJDJHPHQW�RQ�ZKLFK�,�DGYLVHG�LQYROYHG�WKH�DQDO\VLV�RI�GHWDLOHG�ILQDQFLDO�GDWD�DQG�

SURMHFWLRQV��ZKLFK�,�FRQGXFWHG�DQG�RU�RYHUVDZ��,�KDYH�D�%$ LQ�(FRQRPLFV�IURP�%RVWRQ�&ROOHJH�

�0DJQD�&XP�/DXGH��DQG�DQ�0%$ IURP�&ROXPELD�8QLYHUVLW\���

�� 7KLV�'HFODUDWLRQ SHUWDLQV�WR�WKH�$JJUHJDWH�)LUH�9LFWLP�&RQVLGHUDWLRQ�WR�EH�XVHG�WR�

IXQG�WKH�)LUH�9LFWLP�7UXVW�XQGHU�WKH�3ODQ��DV�GHILQHG�EHORZ� IRU�WKH�EHQHILW�RI�DOO�RI�WKH�LQGLYLGXDO�

)LUH�9LFWLP &ODLPDQWV DQG�LV�RIIHUHG�LQ�VXSSRUW�RI�WKH�2EMHFWLRQ�E\�&HUWDLQ�)LUH�9LFWLPV�WR�

'HEWRUV¶�0RWLRQ�3XUVXDQW�W ���8�6�&������$��$QG�����&��WR�(VWDEOLVK�$PRXQW�RI�)LUH�9LFWLP�

&ODLPV�IRU�$OO�3XUSRVHV�RI�WKH�&KDSWHU����&DVH�

�� ,�ZDV�DVNHG�WR�UHYLHZ�DQG�DQDO\]H�WKH�$JJUHJDWH�)LUH�9LFWLP�&RQVLGHUDWLRQ�WR�EH�

XVHG�WR�IXQG WKH�)LUH�9LFWLP�7UXVW�DV�GHVFULEHG�LQ�WKH�'LVFORVXUH�6WDWHPHQW�IRU�WKH�'HEWRUV¶�DQG�

6KDUHKROGHU�3URSRQHQWV¶�-RLQW�&KDSWHU����3ODQ�RI�5HRUJDQL]DWLRQ�GDWHG�0DUFK��������� �WKH�

³3ODQ´���3XUVXDQW�WR�WKH�3ODQ ILOHG��WKH�FRQVLGHUDWLRQ�WR�EH�XVHG�WR�IXQG�WKH�)LUH�9LFWLP�7UXVW�

LQFOXGHV ������ELOOLRQ�����FRQVLVWLQJ�RI������ELOOLRQ�LQ�FDVK��������ELOOLRQ�LQ�GHIHUUHG�FDVK��DQG�������

ELOOLRQ LQ�FRPPRQ�VWRFN�RI�5HRUJDQL]HG�3*	(�&RUS���WKH�³)LUH�9LFWLP�(TXLW\´��

�� ,�KDYH�UHYLHZHG�QXPHURXV�GRFXPHQWV�ZKLFK�FRQVWLWXWH�RU�UHODWH�WR�WKH�DERYH�

PHQWLRQHG�3ODQ�RI�5HRUJDQL]DWLRQ�DQG�WKH�$JJUHJDWH�)LUH�9LFWLP�&RQVLGHUDWLRQ WKHUHXQGHU�
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'RFXPHQWV�UHYLHZHG�LQFOXGH��EXW�DUH�QRW�OLPLWHG�WR��

7KH�'LVFORVXUH�6WDWHPHQW�IRU�WKH�'HEWRUV¶�DQG�6KDUHKROGHU�3URSRQHQWV¶�-RLQW�&KDSWHU���

3ODQ�RI�5HRUJDQL]DWLRQ

7KH�'HEWRUV¶�DQG�6KDUHKROGHU�3URSRQHQWV¶�-RLQW�&KDSWHU����3ODQ�RI�5HRUJDQL]DWLRQ

7KH�6XSSOHPHQW�WR�WKH�'LVFORVXUH�6WDWHPHQW�IRU�WKH�'HEWRUV¶�DQG�6KDUHKROGHU�3URSRQHQWV¶

-RLQW�&KDSWHU����3ODQ�RI�5HRUJDQL]DWLRQ��WKH�³6XSSOHPHQW´�

7KH�7RUW�&ODLPDQWV�5HVWUXFWXULQJ�6XSSRUW�$JUHHPHQW��WKH�³7RUW�&ODLPDQW�56$´�

9DULRXV�QHZV�DQG�UHVHDUFK�UHSRUWV�UHODWLQJ�WR�3*	(�&RUSRUDWLRQ��LWV�EDQNUXSWF\

SURFHHGLQJV��DQG�WKH�SRZHU�DQG�XWLOLWLHV�LQGXVWU\

$V�PRUH�IXOO\�VHW�RXW�LQ�WKH�SDUDJUDSKV�EHORZ��P\�DQDO\VLV�DQG�FRQFOXVLRQV�DUH����

WKH�YDOXH�RI�WKH�FRQVLGHUDWLRQ�WR�EH�WUDQVIHUUHG�WR�WKH�)LUH�9LFWLP�7UXVW�LV�QRZ�VXEVWDQWLDOO\�OHVV�

WKDQ�������ELOOLRQ�����DQG�����WKH�FXUUHQW�XQSUHFHGHQWHG�HFRQRPLF�FRQGLWLRQV�SXW�WKH�YDOXH�DQG�

WLPLQJ�RI�WKH�FRQVLGHUDWLRQ�WR�EH�WUDQVIHUUHG�WR�WKH�)LUH�9LFWLP�7UXVW�DW�ULVN�RI�UHGXFWLRQ�DQG�RU�

SD\PHQW�GHOD\����6SHFLILFDOO\�

7KH�IXQGLQJ�IRU�WKH�ILYH��SULPDU\ FUHGLWRU�FODLPDQW�JURXSV�RWKHU�WKDQ�WKH�LQGLYLGXDO�)LUH

9LFWLP &ODLPDQWV LV������FDVK��3OHDVH�VHH�([KLELW�$��ZKLFK�,�SUHSDUHG�DQG�OLVWV�WKH

UHVSHFWLYH�FODLPDQW�JURXSV�DQG�WKHLU�VHWWOHPHQW�DPRXQWV���7KH�FRQVLGHUDWLRQ����WR�EH

WUDQVIHUUHG�WR�WKH�9LFWLP�7UXVW�WR�VDWLVI\�LQGLYLGXDO�)LUH�9LFWLP�&ODLPV�LV�����FDVK�����

GHIHUUHG�FDVK�DQG�����QHZ�FRPPRQ�VWRFN�LQ�WKH�5HRUJDQL]HG�3*	(�&RUS���ZKLFK�H[SRVHV

WKH�)LUH�9LFWLP�&ODLPDQWV�WR�VLJQLILFDQW�ULVN�RI�YDOXH�UHGXFWLRQ�SULRU�WR�UHFHLSW�

7KH�HVWLPDWHG�YDOXH�RI�WKH�9LFWLP�(TXLW\ WR�EH�WUDQVIHUUHG�WR�WKH�9LFWLP�7UXVW KDV

IOXFWXDWHG�GRZQZDUG�VLQFH�WKH�7RUW�&ODLPDQWV�56$�ZDV�HQWHUHG�LQWR�LQ�'HFHPEHU�����

�6HH�([KLELW�%��ZKLFK�,�SUHSDUHG�DQG�VHWV�RXW�D�VXPPDU\ RI�WKH�FKDQJH�LQ�YDOXH���7KH

DPRXQW�RI�������ELOOLRQ�DV�GHVFULEHG�LQ�WKH�7&&�&ODLPDQWV�56$�LV�D�FRPSRQHQW�LQ�D

IRUPXOD�XVHG�WR�FDOFXODWH�WKH�SHUFHQWDJH�RI�WKH�FRPPRQ�VWRFN�LQ�5HRUJDQL]HG�3*	(

&RUSRUDWLRQ¶V�HTXLW\�WR�EH�FRQWULEXWHG�WR�WKH�)LUH�9LFWLP�7UXVW��VXEMHFW�WR�D�PLQLPXP�RI
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������ 7KLV�IRUPXOD�FRQWHPSODWHV�YDOXLQJ�WKH�FRPPRQ�VWRFN�RI�5HRUJDQL]HG�3*	(�DV�D�

IXQFWLRQ�RI�WKH�1RUPDOL]HG�1HW�,QFRPH�IRU�������DV�GHILQHG�LQ�WKH�3ODQ��PXOWLSOLHG�E\�������

8VLQJ�WKH�'HEWRUV�IRUHFDVW�RI ����� ELOOLRQ�IRU������QRQ�*$$3�&RUH�(DUQLQJV�LQFOXGHG�LQ�

WKH�'HEWRUV¶�XSGDWHG�ILQDQFLDO�SURMHFWLRQV LQFOXGHG��WKH�³6XSSOHPHQW´��ZRXOG�LPSO\�DQ�

HTXLW\�YDOXH�RI�������ELOOLRQ�RI�ZKLFK�������ELOOLRQ�ZRXOG�UHSUHVHQW������� 7R�HVWLPDWH�

ZKDW�WKLV�PD\�EH�ZRUWK RQH�FRXOG�XVH�(GLVRQ�,QWHUQDWLRQDO��1<6(��(,;��DV�D�SUR[\�IRU�

KRZ�WKH�HTXLW\�PDUNHW�PD\�YDOXH�3*	(¶V�FRPPRQ�HTXLW\��

&XUUHQWO\��(,;�WUDGHV�DW����� PXOWLSOLHG�E\�WKH�FRQVHQVXV������HDUQLQJV HVWLPDWHV�IRU�

(,;�����0XOWLSO\LQJ�WKH������QRQ�*$$3�&RUH�(DUQLQJV RI�������ELOOLRQ�E\�WKH�VDPH�

PXOWLSOH�RI������ZRXOG�LPSO\�DQ�HTXLW\�PDUNHW�FDSLWDOL]DWLRQ�RI�DSSUR[LPDWHO\������ ELOOLRQ

IRU�5HRUJDQL]HG�3*	(� LPSO\LQJ�D�YDOXH�RI�DSSUR[LPDWHO\������ ELOOLRQ�IRU�WKH�9LFWLP�

(TXLW\�WR�EH�FRQWULEXWHG�WR�WKH�)LUH�9LFWLP�7UXVW� +RZHYHU��WKLV�YDOXH�LV�VWLOO�DW�VLJQLILFDQW�

ULVN�RI�IXUWKHU�GHFOLQH�LQ�WKH�ZDNH�RI�WKH�&29,'����SDQGHPLF�DV�XWLOLW\�FRPSDQLHV�IDFH�WKH�

SRWHQWLDO�WR�XQGHUSHUIRUP�IRUHFDVWV�LQ�WKH�QHDU�WHUP�DQG�RWKHU�SRWHQWLDO�ILQDQFLDO�FKDOOHQJHV

DV�D�UHVXOW��VXFK�DV�UHGXFHG�OLTXLGLW\�GXH�WR�³QR�GLVFRQQHFW´�RUGHUV�DQG�RU�DJUHHPHQWV�

$GGLWLRQDOO\��WKHUH�DUH�D QXPEHU�RI�3*	(�VSHFLILF�LVVXHV�WKDW�PD\�FDXVH�WKH�PDUNHW�WR�

YDOXH�5HRUJDQL]HG�3*	(�DW�ORZHU�PXOWLSOH�WKDQ�WKH�RQH�DW�ZKLFK�(GLVRQ�,QWHUQDWLRQDO�

WUDGHV��2QH�RI�WKH�PRVW�QRWDEOH�RI�WKHVH�LVVXHV LV�WKDW�3*	(�KDV�DJUHHG�QRW�WR�SD\�

GLYLGHQGV��DQ�DWWULEXWH�W\SLFDOO\�VRXJKW�E\�XWLOLW\�LQYHVWRUV��IRU�D�PLQLPXP�RI�WKUHH�\HDUV��

7KH�������ELOOLRQ�RI�GHIHUUHG�FDVK�SD\PHQWV�WR�WKH�)LUH�9LFWLP�7UXVW �WR�EH�IXQGHG�WKURXJK�

DQ�DV�RI�\HW�XQFHUWDLQ�VHFXULWL]DWLRQ�DQG�RU�E\�WKH�UHDOL]DWLRQ�RI�FDVK�WD[�EHQHILWV�UHVXOWLQJ�

IURP�WD[�DWWULEXWHV�RI�WKH�'HEWRUV� LV H[SRVHG�WR�VHYHUDO�ULVNV���7KRVH�ULVNV�LQFOXGH WKH�

SRWHQWLDO�IRU�D�FKDQJH�RI�FRQWURO�DV�SDUW�RI�WKH�'HEWRUV¶ HTXLW\�ILQDQFLQJ �ZKLFK�FRXOG�OLPLW�

WKH�FRPSDQ\¶V�DELOLW\�WR�XVH�LWV 12/V WR�RIIVHW�IXWXUH�WD[HV� WKH�IDLOXUH�RI�5HRUJDQL]HG�

3*	( WR�JHQHUDWH�HDUQLQJV�VXIILFLHQW�WR�UHDOL]H�WKH�UHTXLVLWH�FDVK WD[�EHQHILWV QHFHVVDU\�WR�

IXQG�WKH�GHIHUUHG�FDVK�SD\PHQWV� DQG JHQHUDO�EXVLQHVV�DQG�FUHGLW�ULVN�GXH�WR�DPRQJ�RWKHU�

WKLQJV�SRWHQWLDO�IXWXUH�ZLOGILUH�OLDELOLW\�FODLPV WKDW�FRXOG�EH�GLVDOORZHG�RU�QRW�FRYHUHG�LQ�D�
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WLPHO\�PDQQHU�E\�WKH�*R�)RUZDUG�:LOGILUH�)XQG�

�� 7KH�WLPLQJ�RI�FRQWULEXWLRQV�WR�WKH�)LUH�9LFWLP�7UXVW�LV�DOVR�XQFHUWDLQ��([SHFWDWLRQV�

IRU�WKH�WLPLQJ�RI�WKH�LQLWLDO�FDVK�DQG�HTXLW\�FRQWULEXWLRQV KDYH EHHQ�EDVHG�RQ�WKH�'HEWRUV¶�3ODQ�RI�

5HRUJDQL]DWLRQ�EHFRPLQJ�HIIHFWLYH�RQ�RU�EHIRUH�$XJXVW������������+RZHYHU��XQGHU�WKH�UHFHQWO\�

DQQRXQFHG�DV�&DVH�5HVROXWLRQ�&RQWLQJHQF\�3URFHVV WKH�GDWH�E\�ZKLFK�WKH�'HEWRUV HPHUJH�IURP�

EDQNUXSWF\ FRXOG�EH�DV�ODWH�DV�'HFHPEHU����������

�� 3*	(¶V�DELOLW\�WR�VXFFHVVIXOO\�ILQDQFH�LWV�H[LW�IURP�EDQNUXSWF\�DQG�IXQG�WKH�FDVK�

WUDQVIHU WR�WKH�)LUH�9LFWLP�7UXVW�ZDV�QRW������FHUWDLQ�SULRU�WR�WKH�UHFHQW�KHDOWK�DQG�HFRQRPLF�

FULVHV� :LWK�WKH�UHFHQW�HFRQRPLF�GRZQWXUQ�DQG�GLVUXSWLRQ�LQ�WKH�ILQDQFLDO�PDUNHWV�FDXVHG�E\�WKH�

&29,'����SDQGHPLF�WKH�ULVN�WKDW�WKH�'HEWRUV ZLOO�IDLO�WR�UDLVH�WKH�ILQDQFLQJ�QHFHVVDU\�WR�H[LW�

EDQNUXSWF\�RQ�WKH�WLPHOLQH�FRQWHPSODWHG�DW�WKH�WLPH�WKH�7&&�&ODLPDQWV�56$�ZDV�HQWHUHG�LQWR�KDV�

LQFUHDVHG�VXEVWDQWLDOO\�

�� 6KRXOG�3*	(�IDLO�WR�HPHUJH�IURP�EDQNUXSWF\�E\�'HFHPEHU����������DQG�EH�

UHTXLUHG�WR�LQLWLDWH�D�VDOH�SURFHVV�IRU�WKH FRPSDQ\��DV�DJUHHG�WR�DQG�RXWOLQHG�LQ�WKH�&DVH�5HVROXWLRQ�

&RQWLQJHQF\�3URFHVV��WKH�UHVXOWLQJ�VDOH�FRXOG�IXUWKHU�GHOD\�DQG�SRWHQWLDOO\�QHJDWLYHO\�LPSDFW�WKH�

IXQGLQJ�RI�WKH�)LUH�9LFWLP�7UXVW��7KH�SRWHQWLDO�IRU�VXFK�D�VFHQDULR�FUHDWHV�DGGLWLRQDO�ULVN�DQG�

XQFHUWDLQW\�IRU�WKH�SD\PHQWV�DJUHHG�XQGHU�WKH�7&&�&ODLPDQWV�56$�DV�WKHUH�LV�QR�JXDUDQWHH�WKDW�D�

VDOH�SURFHVV�ZRXOG�UHVXOW�LQ�VDOH�SURFHHGV�VXIILFLHQW�WR�PHHW�WKH�'HEWRUV¶�FRPPLWPHQWV�XQGHU�WKH�

7&&�&ODLPDQW�56$�

,�GHFODUH�XQGHU�SHQDOW\�RI�SHUMXU\�WKDW�WKH�IRUHJRLQJ�LV�WUXH�DQG�FRUUHFW��([HFXWHG�RQ�$SULO�

��������DW�1HZ�<RUN��1HZ�<RUN�

�V��(ULF�/RZUH\
(5,&�/2:5(<

3XUVXDQW�WR�/RFDO�5XOH�����L������,�DWWHVW�WKDW�FRQFXUUHQFH�LQ�ILOLQJ�WKLV�GRFXPHQW�KDV�EHHQ�REWDLQHG�
IURP�WKH�VLJQDWRU\��(ULF�/RZUH\�

BB�V��-HUHPLDK�)��+DOOLVH\BBBBBBBB
-HUHPLDK�)��+DOOLVH\

��� ([FOXVLYH�RI�FHUWDLQ�ULJKWV�DQG�FDXVHV�RI�DFWLRQ�WR�EH�WUDQVIHUUHG�WR�9LFWLP 7UXVW�XQGHU�WKH�3ODQ�
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&/$,06�)25�$//�385326(6�2)�7+(�&+$37(5����&$6(6
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� /ŶĚŝǀŝĚƵĂů�ǀŝĐƚŝŵƐ�ĂƌĞ�ƚŚĞ�ŽŶůǇ�ĐůĂŝŵĂŶƚƐ�ƚŽ�ƌĞĐĞŝǀĞ�ĂƚͲƌŝƐŬ�ĚĞĨĞƌƌĞĚ�ĐĂƐŚ�ĂŶĚͬŽƌ�ĞƋƵŝƚǇ

� dŚĞ�Ψϭ͘ϯϱ�ďŝůůŝŽŶ�ŽĨ�ĚĞĨĞƌƌĞĚ�ĐĂƐŚ�ĂŶĚ�ƚŚĞ�&ŝƌĞ�sŝĐƚŝŵ��ƋƵŝƚǇ�ĂƌĞ�ĞǆƉŽƐĞĚ�ƚŽ�ƐŝŐŶŝĨŝĐĂŶƚ�ƌŝƐŬƐ

± &ŝƌĞ�sŝĐƚŝŵ��ƋƵŝƚǇ�ƚŽ�ďĞ�ĐŽŶƚƌŝďƵƚĞĚ�ƚŽ�ƚŚĞ�sŝĐƚŝŵ�dƌƵƐƚ�ĐƵƌƌĞŶƚůǇ�ĞƐƚŝŵĂƚĞĚ�ƚŽ�ďĞ�ǁŽƌƚŚ�ĂƉƉƌŽǆŝŵĂƚĞůǇ

Ψϰ͘ϴϱ�ďŝůůŝŽŶ͕�ŵĂƚĞƌŝĂůůǇ�ůĞƐƐ�ƚŚĂŶ�Ψϲ͘ϳϱ�ďŝůůŝŽŶ͕�ĂŶĚ�ŝƚ�ĐŽƵůĚ�ĚĞĐůŝŶĞ�ĨƵƌƚŚĞƌ

± ^ŝŐŶŝĨŝĐĂŶƚ�ƌŝƐŬ�ŽĨ�ŶĞŐĂƚŝǀĞ�ŝŵƉĂĐƚƐ�ĚƵĞ�ƚŽ�ĐƵƌƌĞŶƚ�ĞĐŽŶŽŵŝĐ�ĚŽǁŶƚƵƌŶ͕�ŝŶĐůƵĚŝŶŐ�ƚŚĞ�ƉŽƚĞŶƚŝĂů�ĨŽƌ�ƚŚĞ

�ĞďƚŽƌƐ͛�ĞĂƌŶŝŶŐƐ�ĨŽƌĞĐĂƐƚ�ƚŽ�ďĞ�ƌĞĚƵĐĞĚ�ĂŶĚ�ƌĞĚƵĐĞĚ�ůŝƋƵŝĚŝƚǇ�ĚƵĞ�ƚŽ�ĐƵƐƚŽŵĞƌ�ŶŽŶͲƉĂǇŵĞŶƚ

± �ĂƐŚ�ƚĂǆ�ďĞŶĞĨŝƚƐ�ŶĞĞĚĞĚ�ƚŽ�ĨƵŶĚ�Ψϭ͘ϯϱ�ďŝůůŝŽŶ�ŽĨ�ĚĞĨĞƌƌĞĚ�ĐĂƐŚ�ƉĂǇŵĞŶƚƐ�ŵĂǇ�ŶŽƚ�ďĞ�ƌĞĂůŝǌĞĚ

± WŽƚĞŶƚŝĂů�ĨƵƚƵƌĞ�ǁŝůĚĨŝƌĞ�ůŝĂďŝůŝƚǇ�ĐůĂŝŵƐ�ŵĂĚĞ�ĂŐĂŝŶƐƚ�W'Θ��ǁŽƵůĚ�ďĞ�ƐĞŶŝŽƌ�ƚŽ�sŝĐƚŝŵ��ƋƵŝƚǇ

tŚŝůĞ�ĞǀĞƌǇ�ŽƚŚĞƌ�ĐůĂŝŵĂŶƚ�ŐƌŽƵƉ�ŝƐ�ƚŽ�ƌĞĐĞŝǀĞ�ϭϬϬй�ĐĂƐŚ�Žƌ�ƐĞĐƵƌĞĚ�ĚĞďƚ͕�ϲϬй�ŽĨ�ƚŚĞ�ĐŽŶƐŝĚĞƌĂƚŝŽŶ�ƚŽ�ďĞ�
ƚƌĂŶƐĨĞƌƌĞĚ�ƚŽ�ƚŚĞ�sŝĐƚŝŵ�dƌƵƐƚ�ŝƐ�ĞǆƉŽƐĞĚ�ƚŽ�ƚŚĞ�ƌŝƐŬ�ŽĨ�ĚŝŵŝŶƵƚŝŽŶ�ŽĨ�ǀĂůƵĞ�ƉƌŝŽƌ�ƚŽ�ƌĞĐĞŝƉƚ

^ŽƵƌĐĞ͗��ŝƐĐůŽƐƵƌĞ�̂ ƚĂƚĞŵĞŶƚ�ĨŽƌ��ĞďƚŽƌƐ͛�ĂŶĚ�̂ ŚĂƌĞŚŽůĚĞƌ�WƌŽƉŽŶĞŶƚƐ �͛:ŽŝŶƚ��ŚĂƉƚĞƌ�ϭϭ�WůĂŶ�ŽĨ�ZĞŽƌŐĂŶŝǌĂƚŝŽŶ͘
ϭͿ �ĂƐĞĚ�ŽŶ�ƵƐĞƐ�ŽĨ�Ψϱϵ͘Ϭ�ďŝůůŝŽŶ�ŝŶ�W'Θ��WKZ �͕ŝŶĐůƵĚŝŶŐ�Ψϭ͘ϯϱ�ďŝůůŝŽŶ�ŝŶ�ĚĞĨĞƌƌĞĚ�ĐĂƐŚ�ĨŽƌ�ƚŚĞ�sŝĐƚŝŵ�dƌƵƐƚ �͘EŽƚ�ƐŚŽǁŶ�ŝƐ�ƚŚĞ�Ψϱ͘Ϭ ďŝůůŝŽŶ�ǁŝůĚĨŝƌĞ�ĨƵŶĚ�ĐŽŶƚƌŝďƵƚŝŽŶ�ĂŶĚ�ΨϬ͘ϳϱ�ďŝůůŝŽŶ�ŽĨ��ͬ^�ĐĂƐŚ͘
ϮͿ �ŽŵƉƌŝƐĞĚ�ŽĨ�Ψϭϯ͘ϴϳϱ�ďŝůůŝŽŶ�ŝŶ�ĐĂƐŚ�ĂŶĚ�Ψϵ͘ϱϳϱ�ďŝůůŝŽŶ�ŝŶ�ŶĞǁ�ƐĞĐƵƌĞĚ�ĚĞďƚ͘ �dŚĞ�Ψϵ͘ϱϳϱ�ďŝůůŝŽŶ�ŽĨ�ŶĞǁ �͕ƐĞĐƵƌĞĚ�ĚĞďƚ�ƚŽ�ďĞ�ƐĞŶŝŽƌ�ŝŶ�ƉƌŝŽƌŝƚǇ�ƚŽ�ĚĞĨĞƌƌĞĚ�ĐĂƐŚ�ĂŶĚ�ĞƋƵŝƚǇ�ǇĞƚ�ƚŽ�ďĞ�ĐŽŶƚƌŝďƵƚĞĚ�

ƚŽ�sŝĐƚŝŵ�dƌƵƐƚ�ƵƉŽŶ�W'Θ�͛Ɛ�Ğǆŝƚ�ĨƌŽŵ�ďĂŶŬƌƵƉƚĐǇ �̂͘ ĞĐƵƌĞĚ�ĚĞďƚ�ǁŝůů�ĂůƐŽ�ďĞ�ƐĞŶŝŽƌ�ŝŶ�ƉƌŝŽƌŝƚǇ�ƚŽ�ĂŶǇ�ĨƵƚƵƌĞ�ǁŝůĚĨŝƌĞ�ůŝĂďŝůŝƚǇ�ĐůĂŝŵƐ�ĨŝůĞĚ�ĂŐĂŝŶƐƚ�W'Θ��;ĚĞĨĞƌƌĞĚ�ĐĂƐŚ�ĂŶĚ�ĞƋƵŝƚǇ�ǁŝůů�ŶŽƚ�ďĞͿ͘

/ŶĚŝǀŝĚƵĂů�&ŝƌĞ�sŝĐƚŝŵƐ�ƚŚĞ�KŶůǇ��ůĂŝŵĂŶƚ�'ƌŽƵƉ�ƚŽ�ZĞĐĞŝǀĞ��ĞĨĞƌƌĞĚ��ĂƐŚ�Θ��ƋƵŝƚǇ

ΨDŝůůŝŽŶƐ

�>�/D�Ed�'ZKhW^ dZ��dD�Ed�K&��>�/D^ dKd�>
�ĂƐŚ�ͬ�EĞǁ��Ğďƚ �ĞĨĞƌƌĞĚ��ĂƐŚ �ƋƵŝƚǇ

�ĞďƚŽƌͲ/ŶͲWŽƐƐĞƐƐŝŽŶ�&ŝŶĂŶĐŝŶŐ Ϯ͕ϬϬϬ Ϭ Ϭ Ϯ͕ϬϬϬ

dƌĂĚĞ��ůĂŝŵƐ�ĂŶĚ�KƚŚĞƌ��ŽƐƚƐ Ϯ͕ϯϬϬ Ϭ Ϭ Ϯ͕ϯϬϬ

WƌĞƉĞƚŝƚŝŽŶ��Ğďƚ�Θ��ĐĐƌƵĞĚ�/ŶƚĞƌĞƐƚ Ϯϯ͕ϰϱϬ Ϭ Ϭ Ϯϯ͕ϰϱϬ

^ƵďƌŽŐĂƚĞĚ�tŝůĚĨŝƌĞ�>ŝĂďŝůŝƚǇ��ůĂŝŵƐ ϭϭ͕ϬϬϬ Ϭ Ϭ ϭϭ͕ϬϬϬ

WƵďůŝĐ��ŶƚŝƚŝĞƐ�tŝůĚĨŝƌĞ�>ŝĂďŝůŝƚǇ��ůĂŝŵƐ ϭ͕ϬϬϬ Ϭ Ϭ ϭ͕ϬϬϬ

/ŶĚŝǀŝĚƵĂů�&ŝƌĞ�sŝĐƚŝŵ�>ŝĂďŝůŝƚǇ��ůĂŝŵƐ ϱ͕ϰϬϬ ϭ͕ϯϱϬ ϲ͕ϳϱϬ ϭϯ͕ϱϬϬ

Ψϱϯ͕ϮϱϬ
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�Ɛ�ŽĨ�ĞĂƌůǇ��Ɖƌŝů�ϮϬϮϬ͕�ƚŚĞ�ǀĂůƵĞ�ŽĨ�ƚŚĞ�ĞƋƵŝƚǇ�ŝŶ�ZĞŽƌŐĂŶŝǌĞĚ�W'Θ���ŽƌƉ͘�ƚŽ�ďĞ�ĐŽŶƚƌŝďƵƚĞĚ�ƚŽ�ƚŚĞ�sŝĐƚŝŵ�
dƌƵƐƚ�ĞƐƚŝŵĂƚĞĚ�Ăƚ�ŽŶůǇ�Ψϰ͘ϴϱ�ďŝůůŝŽŶ͕�Ϯϴй�;Žƌ�Ψϭ͘ϵ�ďŝůůŝŽŶͿ�ůĞƐƐ�ƚŚĂŶ�ƚŚĞ�ŚĞĂĚůŝŶĞ�ĂŵŽƵŶƚ�ŽĨ�Ψϲ͘ϳϱ�ďŝůůŝŽŶ

ϭͿ sĂůƵĞ�ŽĨ�&ŝƌĞ�sŝĐƚŝŵ��ƋƵŝƚǇ�ĞƐƚŝŵĂƚĞĚ�ƵƐŝŶŐ��ĚŝƐŽŶ�/ŶƚĞƌŶĂƚŝŽŶĂů�;Ez^�͗��/yͿ�ĂƐ�Ă�ƉƌŽǆǇ �͕ǁŚŝĐŚ�ƚƌĂĚĞƐ�Ăƚ�Ă�ŵƵůƚŝƉůĞ�ŽĨ�ϭϬ͘ϳǆ�ĐŽŶƐĞŶƐƵƐ�ϮϬϮϭ�ĞĂƌŶŝŶŐƐ�ĞƐƚŝŵĂƚĞƐ�ĂƐ�ŽĨ��Ɖƌŝů�ϯ͕�ϮϬϮϬ�ƉĞƌ��ĂƉ/Y͘
ϮͿ �ĂƐĞĚ�ŽŶ�ϮϬϮϭ�ĨŽƌĞĐĂƐƚĞĚ�ĞĂƌŶŝŶŐƐ�ŽĨ�ΨϮ͘Ϭϰ�ďŝůůŝŽŶ�ƉĞƌ�ƚŚĞ��ŝƐĐůŽƐƵƌĞ�̂ ƚĂƚĞŵĞŶƚ�ĨŽƌ��ĞďƚŽƌƐ͛�ĂŶĚ�̂ ŚĂƌĞŚŽůĚĞƌ�WƌŽƉŽŶĞŶƚƐ �͛:ŽŝŶ ƚ��ŚĂƉƚĞƌ�ϭϭ�WůĂŶ�ŽĨ�ZĞŽƌŐĂŶŝǌĂƚŝŽŶ͘
ϯͿ �ĂƐĞĚ�ŽŶ�ϮϬϮϭ�ĨŽƌĞĐĂƐƚĞĚ�ĞĂƌŶŝŶŐƐ�ŵƵůƚŝƉůŝĞĚ�ďǇ�ϭϰ͘ϵ�ƉĞƌ�ƚŚĞ��ŝƐĐůŽƐƵƌĞ�̂ ƚĂƚĞŵĞŶƚ�ĨŽƌ��ĞďƚŽƌƐ͛�ĂŶĚ�̂ ŚĂƌĞŚŽůĚĞƌ�WƌŽƉŽŶĞŶƚƐ͛�:ŽŝŶƚ �ŚĂƉƚĞƌ�ϭϭ�WůĂŶ�ŽĨ�ZĞŽƌŐĂŶŝǌĂƚŝŽŶ͘

�ƋƵŝƚǇ�sĂůƵĞ�hƐĞĚ�ƚŽ��ĞƚĞƌŵŝŶĞ��ůůŽĐĂƚŝŽŶ�ŽĨ��ƋƵŝƚǇ�ŝŶ�
ZĞŽƌŐĂŶŝǌĞĚ�W'Θ��ĨŽƌ�/ŶĚŝǀŝĚƵĂů�sŝĐƚŝŵƐ;ϮͿ;ϯͿ

�ĞĐĞŵďĞƌ�ϮϬϭϵ

dŽƚĂů�с�ΨϯϬ͘ϰ��ŝůůŝŽŶ;ϮͿ;ϯͿ

�ƐƚŝŵĂƚĞĚ�ZĞŽƌŐĂŶŝǌĞĚ�W'Θ���ƋƵŝƚǇ�sĂůƵĞ;ϭͿ

�Ɖƌŝů�ϯ͕�ϮϬϮϬ

dŽƚĂů�с�ΨϮϭ͘ϴ��ŝůůŝŽŶ;ϭͿ
�ůůŽĐĂƚŝŽŶ�
ĨŽƌ�sŝĐƚŝŵ�

dƌƵƐƚ

ϮϮ͘Ϯй�
;Ψϲ͘ϳϱ�Ϳ ϮϮ͘Ϯй�

;Ψϰ͘ϴϱ�Ϳ

dŚĞŶ EŽǁ

�ĞĐƌĞĂƐĞ�
ŽĨ�Ψϭ͘ϵ�

ϭϰ͘ϵ�ǆ�ΨϮ͘Ϭϰ�ďŝůůŝŽŶ�с�ΨϯϬ͘ϰ� �ŝůůŝŽŶ;ϮͿ;ϯͿ ϭϬ͘ϳ�ǆ�ΨϮ͘Ϭϰ�ďŝůůŝŽŶ�с�ΨϮϭ͘ϴ� �ŝůůŝŽŶ;ϭͿ;ϮͿ

sĂůƵĞ�ŽĨ��ƋƵŝƚǇ��ůůŽĐĂƚĞĚ�ƚŽ�/ŶĚŝǀŝĚƵĂů�sŝĐƚŝŵƐ��ƐƚŝŵĂƚĞĚ�ƚŽ�ďĞ�Ψϰ͘ϴϱ�͕�EŽƚ�Ψϲ͘ϳϱ�;ϭͿ
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DECLARATION OF FRANCIS O. SCARPULLA                              USDC/NDCA Case No. 19-cv-05257-JD  
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Richard A. Lapping (SBN 107496) 
TRODELLA & LAPPING, LLP 
540 Pacific Avenue 
San Francisco, CA  94133-4608 
Telephone:  (415) 399-1015 
Email: rich@trodellalapping.com  
 
Co-Counsel for Creditors  
KAREN ROBERDS and ANITA FREEMAN,  
for themselves and on behalf of all others similarly,  
situated  
[additional creditors and counsel  
listed on signature page] 

 
 
 

UNITED STATES DISTRICT COURT 
 

NORTHERN DISTRICT OF CALIFORNIA 
 

SAN FRANCISCO DIVISION 
 
 

In re: 
 
PG&E CORPORATION 
 
                      -and- 
 
PACIFIC GAS AND ELECTRIC 
COMPANY, 
 
    Debtors. 
 

Case No. 19-cv-05257-JD 
 
Bankruptcy Case No.: 19-30088-DM 
 
DECLARATION OF FRANCIS O. 
SCARPULLA IN SUPPORT OF OBJECTION 
BY CERTAIN FIRE VICTIMS TO 
DEBTORS’ MOTION PURSUANT TO 11 
U.S.C. 105(a) AND 502(c) TO ESTABLISH 
AMOUNT OF FIRE VICTIM CLAIMS FOR 
ALL PURPOSES OF THE CHAPTER 11 
CASE; JOINDER IN RESPONSE OF TCC 
 
Date: May 21, 2020 
Time: 10:00 a.m. 
Ctrm: 11 
Judge:  Hon. James Donato 
 

 

 
///// 

///// 

///// 

///// 

///// 
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I, Francis O. Scarpulla, declare as follows: 

1. I received the document attached hereto as Exhibit 1 from the Consumer-Owned 

Utility Group. 

I declare under the penalty of perjury under the laws of the United States of America that 

the foregoing is true and correct. 

Executed April 3, 2020 in the City and County of San Francisco, California. 

 

By:  /s/ Francis O. Scarpulla______________ 

 Francis O. Scarpulla 

 
Submitted by: 
 
TRODELLA & LAPPING, LLP 

 

 

By       /s/ Richard A. Lapping                        

 Richard A. Lapping 

 

Co-Counsel for Creditors  
KAREN ROBERDS and ANITA FREEMAN, 
for themselves and on behalf of all others 
similarly situated; WILLIAM N. STEEL, for 
himself and on behalf of all others similarly 
situated; WILLIAM O’BRIEN, MING 
O’BRIEN, and FUGUAN O’BRIEN by her 
Guardian ad Litem, Ming O’Brien; MICHAEL 
HEINSTEIN, KYE HEINSTEIN; and 
CLINTON REILLY; and Class Claimant GER 
HOSPITALITY, LLC and RICHARD 
CARPENETI 
 

Pursuant to Local Rule 5-1(i)(3), I attest that concurrence in filing this document has been 

obtained from the signatory, Francis O. Scarpulla. 

 

     /s/ Richard A. Lapping                        

 Richard A. Lapping 
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7&&�'LOLJHQFH�/LVW�
0DUFK����������
5HRUJDQL]LQJ�3*	(�DV�D�&XVWRPHU�2ZQHG��0XWXDO�%HQHILW�&RUSRUDWLRQ�
&RDOLWLRQ�IRU�D�&XVWRPHU�2ZQHG�8WLOLW\�
$WWQ��$ODQ�*RYHU��'DQ�5LFKDUG��(ULF�/RZUH\��DQG�'�-���-DQ��%DNHU�

WĂŐĞ�ϭ�ŽĨ�ϵ�

4XHVWLRQV��

7LPLQJ�RI�%DQNUXSWF\�&RXUW�DQG�5HJXODWRU\�$SSURYDOV�

��� ,V�\RXU�&XVWRPHU�2ZQHG�8WLOLW\��³&28´��3URSRVDO�LQWHQGHG�WR�EH�D�SULPDU\�3ODQ�RI�

5HRUJDQL]DWLRQ��³3ODQ´��RU�D�EDFNXS�3ODQ"��

7KH�&28�SURSRVDO�IRU�3*	(�WR�H[LW�EDQNUXSWF\�DV�D�&28��WKH�³&28�3ODQ´��ZDV�

LQWHQWLRQDOO\�SUHSDUHG�VR�WKDW�LW�FRXOG�EH�HLWKHU�D�SULPDU\�RU�D�EDFNXS�3ODQ��7KH�

&RDOLWLRQ�KDV�XUJHG�WKH�'HEWRUV��VR�IDU�ZLWKRXW�VXFFHVV��WR�DGRSW�LWV�3ODQ�DV�WKH�

&RPSDQ\¶V�SULPDU\�3ODQ��DQG��IDLOLQJ�WKDW��DV�D�EDFNXS�3ODQ���

7KH�&28�3ODQ�FRXOG�VWLOO�EH�WKH�SULPDU\�3ODQ�IRU�WKH�'HEWRUV�LI�WKH\�GHFLGHG�WR�

DGRSW�LW�LQVWHDG�RI�WKHLU�FXUUHQW�3ODQ��3UHVXPDEO\��KRZHYHU��WKH\�ZLOO�QRW�GR�WKDW��

XQOHVV��IRU�H[DPSOH��WKH\�DUH�XQDEOH�WR�VHFXUH�ILQDQFLQJ�IRU�WKH�FXUUHQW�3ODQ���

)RU�DQ\�RWKHU�FUHGLWRU�JURXS��WKH�'HEWRUV�VWLOO�UHWDLQ�WKH�H[FOXVLYH�ULJKW�WR�ILOH�DQG�

VHHN�WR�FRQILUP�D�3ODQ��$FFRUGLQJO\��LI�D�FUHGLWRU�RU�FUHGLWRU�JURXS�ZLVKHG�WR�SURSRVH�

WKH�&28�3ODQ�DV�DQ�DOWHUQDWLYH�WR�WKH�&RPSDQ\¶V�3ODQ��VXFK�FUHGLWRU�RU�JURXS�FRXOG�

QRW�GR�VR�XQOHVV�LW�ZHUH�WR�ILOH�D�PRWLRQ�ZLWK�WKH�%DQNUXSWF\�&RXUW�VHHNLQJ�

DXWKRUL]DWLRQ�WR�ILOH�D�FRPSHWLQJ�3ODQ��DQG�WKH�FRXUW�JUDQWHG�VXFK�UHOLHI��

��� ,V�WKH�&28�3URSRVDO�LQWHQGHG�WR�PHHW�DOO�UHTXLUHPHQWV�RI�$%�����SULRU�WR�-XQH�����

����"��

7KH�&28�3ODQ�LV�LQWHQGHG�WR�PHHW�WKH�UHTXLUHPHQWV�RI�$%������E\�-XQH���WK��

D�� ,I�QRW��ZKDW�LV�WKH�OHQJWK�RI�WLPH�\RX�DQWLFLSDWH�IRU�&38&�UHYLHZ�RI�WKH�&28�

SODQ"�

6HH�$ERYH��
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7&&�'LOLJHQFH�/LVW��&RQW¶G��
0DUFK����������
5HRUJDQL]LQJ�3*	(�DV�D�&XVWRPHU�2ZQHG��0XWXDO�%HQHILW�&RUSRUDWLRQ�
&RDOLWLRQ�IRU�D�&XVWRPHU�2ZQHG�8WLOLW\�
$WWQ��$ODQ�*RYHU��'DQ�5LFKDUG��(ULF�/RZUH\��DQG�'�-���-DQ��%DNHU�

��� 'RHV�WKH�SODQ�SURWHFW�ILUH�YLFWLPV�IURP�KDYLQJ�WKHLU�FODLPV�H[SRVHG�WR�DQRWKHU�

ZLOGILUH"�

D�� :KDW�ZRXOG�EH�WKH�WLPHOLQH�IRU�3*	(�WR�HPHUJH�IURP�EDQNUXSWF\�LQ�WKH�

&28�3URSRVDO"�

7KH�&28�3ODQ�FDQ�EH�FRQILUPHG�EHIRUH�-XQH�����ZLWK�EULGJH�ILQDQFLQJ�WR�IXQG�WKH�

UHTXLUHG�SD\PHQW�LQWR�WKH�:LOGILUH�)XQG��DQG�ILQDOO\�FORVHG�DQG�JR�HIIHFWLYH�E\�

6HSWHPEHU�����$W�FORVLQJ��WKH�9LFWLPV¶�7UXVW�ZRXOG�EH�IXOO\�IXQGHG�LQ�FDVK��ZKLFK�

ZRXOG�WKHUHE\�SURWHFW�YLFWLP�EHQHILFLDULHV�IURP�DQ\�IXUWKHU�ILQDQFLDO�ULVN�LQ�UHJDUG�WR�

WKHLU�UHFRYHULHV��

��� 7KH�&28�SURSRVDO�FDOOV�IRU�WKH�'HEWRUV¶�WR�DJUHH�WR�VHOO�WKHLU�DVVHWV�WR�WKH�&28��

DQG�WR�DVVXPH�DQG�DVVLJQ�WKHLU�H[HFXWRU\�FRQWUDFWV�WR�WKH�&28��+RZ�GR�WKH�

SURSRQHQWV�LQWHQG�WR�FRPSHO�WKH�'HEWRUV�WR�DFFHSW�WKH�RIIHU"�

7KH�&28�3ODQ�LV�QRW�DQ�DFTXLVLWLRQ��,W�LV�D�FRQYHUVLRQ�RI�WKH�'HEWRUV�LQWR�D�&28�DV�

SDUW�RI�WKH�EDQNUXSWF\�SURFHVV�XQGHU�6HFWLRQ������E�����RI�WKH�%DQNUXSWF\�&RGH��,Q�

HVVHQFH��WKH�)HGHUDO�%DQNUXSWF\�&RXUW�HIIHFWXDWHV�WKLV�VWUXFWXUDO�WUDQVIRUPDWLRQ�DV�

SDUW�RI�WKH�FRQILUPLQJ�3*	(¶V�SODQ�RI�UHRUJDQL]DWLRQ��$VVXPLQJ�WKDW�WKH�&28�3ODQ�

LV�D�EDFNXS�WR�WKH�'HEWRUV¶�3ODQ��WKH�'HEWRUV�ZRXOG�KDYH�FRQVHQWHG�WR�WKLV�

FRQYHUVLRQ��LI�WKH�EDFNXS�FRQGLWLRQV�DUH�WULJJHUHG��

7KH�&28�VKRXOG�EH�LQWURGXFHG�QRZ�DV�D�EDFNXS�FRPSRQHQW�ZLWKLQ�WKH�FXUUHQW�3ODQ�

WR�SURWHFW�DJDLQVW�D�SRVVLEOH�IDLOXUH�RI�WKH�GHEWRUV�ILQDQFLQJ�DQG�FRQVHTXHQW�GHOD\V��

WKHUHE\�DOORZLQJ�ERWK�FRQILUPDWLRQ�RI�D�YLDEOH�3ODQ�E\�-XQH���WK�DQG�WKH�PRVW�

HIILFLHQW�SD\PHQW�RI�FODLPV�WR�ILUH�YLFWLPV��

$VVXPLQJ�WKDW�WKH�&28�LV�QRW�SURSRVHG�E\�WKH�GHEWRUV�EXW�SURSRVHG�E\�DQRWKHU�

SDUW\��WKHQ�WKH�FRXUW�FRXOG�FRQILUP�WKH�3ODQ��SURYLGHG�WKDW�RQH�RU�PRUH�FODVVHV�YRWH�

WR�DFFHSW�WKH�&28�3ODQ��ZLWK�RU�ZLWKRXW�WKH�DJUHHPHQW�RI�WKH�GHEWRUV��
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7&&�'LOLJHQFH�/LVW��&RQW¶G��
0DUFK����������
5HRUJDQL]LQJ�3*	(�DV�D�&XVWRPHU�2ZQHG��0XWXDO�%HQHILW�&RUSRUDWLRQ�
&RDOLWLRQ�IRU�D�&XVWRPHU�2ZQHG�8WLOLW\�
$WWQ��$ODQ�*RYHU��'DQ�5LFKDUG��(ULF�/RZUH\��DQG�'�-���-DQ��%DNHU�

��� :KR�ZLOO�EH�WKH�SODQ�SURSRQHQW�V��IRU�WKH�&28�SODQ�RI�UHRUJDQL]DWLRQ"�

$V�WKH�EDFNXS��WKH�'HEWRUV�ZRXOG�EH�WKH�3ODQ�SURSRQHQWV��+RZHYHU��WKH�7&&�FRXOG�

DOVR�EH�D�SURSRQHQW�RU�D�FR�SURSRQHQW�ZLWK�WKH�'HEWRUV��

��� $VVXPLQJ��DV�SURSRQHQWV�QRWH��WKDW�D�FRQWHVWHG�YDOXDWLRQ�LQ�WKH�EDQNUXSWF\�FRXUW�

PD\�EH�QHFHVVDU\��GHVFULEH�\RXU�HVWLPDWH�RI�WKH�OHQJWK�RI�WLPH�VXFK�FRQWHVWHG�

FRQILUPDWLRQ�ZLOO�ODVW��

(VWLPDWLRQ�RI�HTXLW\�YDOXH��LI�DQ\��FRXOG�EH�DFFRPSOLVKHG�RQ�DQ�DFFHOHUDWHG�EDVLV�

ZLWKLQ�ZHHNV��2Q�WKH�RWKHU�KDQG��PDUNHW�FRQGLWLRQV�VXJJHVW�WKDW�HTXLW\�SDUWLHV�

ZRXOG�EH�ZHOO�DGYLVHG�WR�VHHN�DQ�DJUHHG�XSRQ�UHVROXWLRQ�RI�WKLV�TXHVWLRQ��

��� 'R�\RX�EHOLHYH�WKDW�WKH�&28�SURSRVDO�LV�H[HPSW�IURP�&38&�DSSURYDO�SXUVXDQW�WR�

38&�6HFWLRQ�����"�,I�\HV��GHVFULEH�WKH�EDVLV�RQ�ZKLFK�\RX�PDNH�WKDW�DVVXPSWLRQ��

,I�QR��ZKHQ�GR�\RX�LQWHQG�WR�ILOH�DQ�DSSOLFDWLRQ�ZLWK�WKH�&38&�IRU�DSSURYDO�RI�WKH�

&28�3ODQ"�

6SHFLILFDOO\��WKH�&28�ZRXOG�EH�RUJDQL]HG�DV�D�PXWXDO�EHQHILW�FRUSRUDWLRQ�XQGHU�

&DOLIRUQLD�ODZ�DQG�ZRXOG�RSHUDWH�DV�DQ�HOHFWULFDO�FRRSHUDWLYH�DV�GHILQHG�E\�6HFWLRQV�

����������RI�WKH�3XEOLF�8WLOLWLHV�&RGH��7KRVH�SURYLVLRQV�SURYLGH�WKDW�VXFK�DQ�HQWLW\�

LV�SHUPLWWHG�WR�VHW�LWV�RZQ�UDWHV�DQG�LVVXH�LWV�RZQ�GHEW��EXW�ZRXOG�RWKHUZLVH�EH�

VXEMHFW�WR�WKH�KHDOWK��VDIHW\�DQG�ZLOGILUH�SURWHFWLRQ�MXULVGLFWLRQ�RI�WKH�&38&��,Q�RWKHU�

ZRUGV��WKH�&28�ZRXOG�KDYH�UDWH�VHWWLQJ�DXWRQRP\�DQG�GHWHUPLQH�LWV�RZQ�FDSLWDO�

VWUXFWXUH��EXW�WKH�&38&�ZRXOG�VWLOO�KDYH�D�UHJXODWRU\�UROH�IRU�RWKHU�SXUSRVHV��ZKLFK�

OLNHO\�ZRXOG�LQFOXGH�WKH�SURYLVLRQV�RI�6HFWLRQ������DQG�WKH�RWKHU�HOHPHQWV�RI�$%�

������&RUUHVSRQGLQJO\��WKH�&28�ZRXOG�EH�HOLJLEOH�WR�SDUWLFLSDWH�LQ�WKH�:LOGILUH�)XQG�

�QRWH�WKDW�HYHQ�LI�WKH�&28�ZHUH�VRPHKRZ�FRQVLGHUHG�D�³QHZ´�HQWLW\��6HFWLRQ�

�����H��SURYLGHV�WKDW�VXFK�DQ�HQWLW\�PD\�EH�HOLJLEOH�IRU�SDUWLFLSDWLRQ���
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7&&�'LOLJHQFH�/LVW��&RQW¶G��
0DUFK����������
5HRUJDQL]LQJ�3*	(�DV�D�&XVWRPHU�2ZQHG��0XWXDO�%HQHILW�&RUSRUDWLRQ�
&RDOLWLRQ�IRU�D�&XVWRPHU�2ZQHG�8WLOLW\�
$WWQ��$ODQ�*RYHU��'DQ�5LFKDUG��(ULF�/RZUH\��DQG�'�-���-DQ��%DNHU�

7UHDWPHQW�RI�:LOGILUH�&ODLPV�XQGHU�WKH�&28�3ODQ�

��� 'RHV�WKH�&28�3URSRVDO�SD\�ILUH�YLFWLPV������%�LQ�FDVK�RQ�RU�EHIRUH�$XJXVW�����

����"��

D�� ,I�QRW��ZKDW�ZRXOG�EH�WKH�FRQVLGHUDWLRQ�DPRXQW��IRUP�RI�FRQVLGHUDWLRQ��DQG�

WLPLQJ�RI�SD\PHQW"�

E�� :RXOG�WKH�SD\PHQW�EH�PDGH�WR�D�UHVROXWLRQ�WUXVW�FRQWUROOHG�E\�WKH�YLFWLPV"�

$V�VWDWHG�DERYH��WKH�JRDO�LV�WR�IXOO\�IXQG�WKH�9LFWLPV¶�7UXVW�LQ�FDVK�E\�

FORVLQJ�RQ�6HSWHPEHU������������

$V�VWDWHG�DERYH��WKH�&28�3ODQ�FDOOV�IRU�IXOO\�IXQGLQJ�WKH�9LFWLPV¶�7UXVW�LQ�FDVK�E\�

FORVLQJ�RQ�RU�EHIRUH�6HSWHPEHU�����������7KH�SD\PHQWV�ZRXOG�EH�WR�WKH�UHVROXWLRQ�

WUXVW�DV�GHVFULEHG�LQ�WKH�'HEWRU¶V�FXUUHQW�3ODQ��

��� *LYHQ�DFWXDO�FODLPV�RI�ILUH�YLFWLPV�PD\�EH�PRUH�WKDQ����%�WR����%��GRHV�WKH�&28�

3URSRVDO�FRPSHQVDWH�IRU�WKH�GHILFLW�LI�WKH������%�IDLOV�WR�PDNH�DOO������������ILUH�

YLFWLPV�ZKROH"�

1R��QHLWKHU�WKH�&28��QRU�WKH�'HEWRUV¶�,28�SODQ��QRU�LQGHHG�DQ\�UHRUJDQL]DWLRQ�

IRUPDW�FDQ�FRPSHQVDWH�IRU�D�SRVVLEOH����������ELOOLRQ�H[SRVXUH�LI�WKH�VHWWOHPHQW�LV�

UHMHFWHG�RU�LI�RSW�RXWV�RYHUZKHOP�WKH�DJUHHG�VHWWOHPHQW�DPRXQW��:KDW�WKH�&28�FDQ�

GR�WKDW�WKH�,28�QHYHU�FDQ��LV�WR�WUDQVIHU�RZQHUVKLS�WR�UDWHSD\HUV��RI�ZKRP�YLFWLPV�

DUH�OLNHO\�WR�EH�D�ODUJH�VXEVHW��LQ�DQ�HQWLW\�WKDW�ZLOO�EH�VWURQJHU��PRUH�VXVWDLQDEOH�

DQG�PRUH�FUHGLW�ZRUWK\�WKDQ�HPHUJHQW�HQWLW\�HQYLVLRQHG�XQGHU�WKH�'HEWRU¶V�3ODQ���

7UHDWPHQW�RI�2WKHU�&UHGLWRUV�DQG�(TXLW\�6HFXULW\�+ROGHUV�XQGHU�WKH�&28�3ODQ�

����'RHV�WKH�&28�3URSRVDO�SD\�WKH�VXEURJDWLRQ�FODLPV����%�LQ�FDVK�RQ�WKH�HIIHFWLYH�

GDWH"�

<HV��7KH�&28�3ODQ�DFFHSWV�DOO�WKH�VHWWOHPHQWV�UHDFKHG�E\�WKH�'HEWRU�ZLWK�

H[FHSWLRQ�WKDW�LW�ZRXOG�SURYLGH�IRU�WKH�IXQGLQJ�RI�WKH�9LFWLP�7UXVW�ZLWK�������ELOOLRQ�LQ�

FDVK��
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7&&�'LOLJHQFH�/LVW��&RQW¶G��
0DUFK����������
5HRUJDQL]LQJ�3*	(�DV�D�&XVWRPHU�2ZQHG��0XWXDO�%HQHILW�&RUSRUDWLRQ�
&RDOLWLRQ�IRU�D�&XVWRPHU�2ZQHG�8WLOLW\�
$WWQ��$ODQ�*RYHU��'DQ�5LFKDUG��(ULF�/RZUH\��DQG�'�-���-DQ��%DNHU�

����'RHV�WKH�&28�3ODQ�SD\�WKH�VHWWLQJ�SXEOLF�HQWLWLHV����ELOOLRQ�FDVK�RQ�WKH�HIIHFWLYH�

GDWH"�

<HV��6HH�$ERYH��

����'RHV�WKH�&28�3ODQ�LQFRUSRUDWH�WKH�H[LVWLQJ�ERQGKROGHUV"�

<HV��6HH�$ERYH��

����'RHV�WKH�&28�3ODQ�LQFRUSRUDWH�WKH�H[LVWLQJ�HTXLW\�KROGHUV"�

<HV��7KH�&28�3ODQ�FRQWHPSODWHV�FRPSHQVDWLQJ�HTXLW\�DQ�DPRXQW�WR�EH�GHWHUPLQHG�

E\�WKH�%DQNUXSWF\�&RXUW�RU�DJUHHG�WR�E\�FXUUHQW�HTXLW\�WR�DGGUHVV�DQ\�HTXLW\�YDOXH��

����'RHV�WKH�&28�3URSRVDO�SD\�)(0$��WKH�RWKHU�8�6��JRYHUQPHQW�FODLPV��WKH�VWDWH�RI�

&DOLIRUQLD��DQG�DOO�RI�WKH�RWKHU�SXEOLF�HQWLW\�FODLPDQWV�WKH�DPRXQWV�WKDW�WKH�7&&�

QHJRWLDWHG�ZLWK�WKHP�ZLWKRXW�UHGXFLQJ�WKH������%�UHFRYHULHV�IRU�WKH�ILUH�YLFWLPV"�

7KH�&28�3ODQ�ZRXOG�QRW�FKDQJH�WKH�UHFHQWO\�DQQRXQFHG�DJUHHPHQW�ZLWK�)(0$�

DQG�&DOLIRUQLD�2(6�DQG�RWKHU�SXEOLF�HQWLWLHV�UHJDUGLQJ�WKH�VFRSH�DQG�SULRULW\�RI�

WKRVH�FODLPV��$V�VWDWHG�LQ�WKH�UHVSRQVH�WR�4XHVWLRQ�����DERYH��WKH�&28�3ODQ�

DFFHSWV�DOO�VHWWOHPHQWV�UHDFKHG�E\�WKH�'HEWRU��LQFOXGLQJ�WKH�DJUHHPHQW�ZLWK�

VSHFLILHG�SXEOLF�DJHQFLHV�LQ�WKH�VXPPHU�RI�������

����'RHV�WKH�&28�3ODQ�SD\�WKH�*KRVW�6KLS�FODLPDQWV�����0�DV�WKH�%RQGKROGHUV�

RIIHUHG"��

7KH�&28�3ODQ�KDV�QRW�EHHQ�VSHFLILF�ZLWK�UHVSHFW�WR�WKH�*KRVW�6KLS�SODLQWLIIV��EXW�

KDV�DVVXPHG�WKH�WUHDWPHQW�RI�WKHLU�FODLPV�ZRXOG�EH�DV�VSHFLILHG�LQ�WKH�'HEWRU¶V�

3ODQ��
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7&&�'LOLJHQFH�/LVW��&RQW¶G��
0DUFK����������
5HRUJDQL]LQJ�3*	(�DV�D�&XVWRPHU�2ZQHG��0XWXDO�%HQHILW�&RUSRUDWLRQ�
&RDOLWLRQ�IRU�D�&XVWRPHU�2ZQHG�8WLOLW\�
$WWQ��$ODQ�*RYHU��'DQ�5LFKDUG��(ULF�/RZUH\��DQG�'�-���-DQ��%DNHU�

)LQDQFLQJ�6RXUFHV�DQG�8VHV�

����+RZ�PXFK�FDSLWDO�LQ�WRWDO�ZLOO�EH�UHTXLUHG�WR�DFFRPSOLVK�DOO�WKH�&28�3URSRVDO�

LQWHQGV�WR�GR�±�L�H���SXUFKDVH�DVVHWV��RSHUDWH�WKH�XWLOLW\��DQG�SD\�ILUH�FODLP�

YLFWLPV"�

7KH�&28�3ODQ��OLNH�WKH�'HEWRU¶V�3ODQ��DVVXPHV�����ELOOLRQ�LQ�WRWDO�FODLPV�SOXV�DQ�

DPRXQW�WR�EH�GHWHUPLQHG�E\�WKH�%DQNUXSWF\�&RXUW�RU�DJUHHG�WR�E\�FXUUHQW�HTXLW\�WR�

DGGUHVV�DQ\�HTXLW\�YDOXH��7KH�&28�3ODQ��ZKLFK�HQFRPSDVVHV�WKH�HQWLUH�HQWLW\��

FRQWHPSODWHV�UDLVLQJ�FDSLWDO�LQ�WKH�IRUP�RI�GHEW�ILQDQFLQJ��ZKLFK�LV�H[SHFWHG�WR�EH�

KLJKO\�UDWHG��$V�D�FXVWRPHU�RZQHG�XWLOLW\��WKH�FRPSDQ\�ZRQ¶W�QHHG�WR�SD\�GLYLGHQGV�

DQG�ZLOO�EH�DEOH�WR�VHW�LWV�RZQ�UDWHV��GHWHUPLQH�FRVW�UHFRYHU\��DQG�HVWDELOLVK�LWV�RZQ�

FDSLWDO�VWUXFWXUH��DPRQJ�RWKHU�IDFWRUV��$V�D�UHVXOW��WKH�HPHUJHQW�&28�LV�H[SHFWHG�WR�

EH�YLHZHG�DV�D�ILQDQFLDOO\�VWURQJHU�HQWHUSULVH�DQG��WKXV��EH�PRUH�ILQDQFHDEOH�LQ�WKH�

FDSLWDO�PDUNHWV�

D�� 'R�\RX�H[SHFW�ILQDQFLQJ�FRQWLQJHQFLHV"�

7KH�JXLGDQFH�ZH�KDYH�UHFHLYHG�GXULQJ�GLVFXVVLRQV�ZLWK�PDMRU�EDQNV�LV�WKDW�D�

FXVWRPHU�RZQHG�XWLOLW\��HYHQ�RQH�ILQDQFHG�ZLWK�XS�WR������GHEW�ILQDQFLQJ�ZRXOG�EH�

DQ�LQYHVWPHQW�JUDGH�HQWHUSULVH��DVVXPLQJ�XWLOLW\�UDWHV�FXUUHQWO\�DSSURYHG�IRU�3*	(��

DPRQJ�RWKHU�WKLQJV��$V�VXFK��ZH�EHOLHYH�D�&28�KDV�WKH�EHVW�OLNHOLKRRG�RI�

VXFFHVVIXOO\�UDLVLQJ�ILQDQFLQJ�IRU�3*	(¶V�H[LW�IURP�EDQNUXSWF\��

����:KDW�DUH�WKH�FRQWHPSODWHG�FDSLWDO�VRXUFHV�LQ�DPRXQW�DQG�IRUP�LQ�WKH�&28�

3URSRVDO"�

D�� 'RHV�WKH�&28�3ODQ�KDYH�UHVSHFWLYH�ILQDQFLQJ�FRPPLWPHQWV"�,I�VR��KRZ�

PXFK�DQG�LQ�ZKDW�IRUP"�

6HH�DQVZHU�WR�4XHVWLRQ�����DERYH��
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7&&�'LOLJHQFH�/LVW��&RQW¶G��
0DUFK����������
5HRUJDQL]LQJ�3*	(�DV�D�&XVWRPHU�2ZQHG��0XWXDO�%HQHILW�&RUSRUDWLRQ�
&RDOLWLRQ�IRU�D�&XVWRPHU�2ZQHG�8WLOLW\�
$WWQ��$ODQ�*RYHU��'DQ�5LFKDUG��(ULF�/RZUH\��DQG�'�-���-DQ��%DNHU�

����'RHV�WKH�&28�3ODQ�LQWHQG�WR�UHO\�RQ�WD[�H[HPSW�PXQL�ERQG�IXQGLQJ�HLWKHU�QRZ�RU�

LQ�WKH�IXWXUH"�

D�� ,I�VR��KRZ�ZRXOG�WKLV�IRUP�RI�ILQDQFLQJ�EH�KHOSIXO"�3OHDVH�NHHS�LQ�PLQG�DQ\�

SRWHQWLDO�UHTXLUHPHQWV�IRU�YRWLQJ�DSSURYDO�DQG�OHJLVODWLRQ�DFWLRQ���

E�� 'RHV�WKH�&28�3URSRVDO�LQWHQG�WR�UHO\�RQ�WD[�H[HPSW�PXQL�ERQG�IXQGLQJ�

HLWKHU�QRZ�RU�LQ�WKH�IXWXUH"�

7KH�5RVWHQNRZVNL�$PHQGPHQW�SUHFOXGHV�WD[�H[HPSW�ILQDQFLQJ�IRU�DQ�DFTXLVLWLRQ��

:H�KDYH�QRW PRGHOHG�FDSLWDO�SODQQLQJ�RQ�WD[�H[HPSW�ILQDQFLQJ�IRU�IXWXUH�QHHGV��

DQG�ZKLOH�RSSRUWXQLWLHV�PD\�EH�DYDLODEOH�WR�DFFHVV�WKH�WD[�H[HPSW�PDUNHW��H�J���IRU�

VSHFLILF�LQIUDVWUXFWXUH�SURMHFWV�RU�WKURXJK�SXEOLF�YHKLFOHV��WKH�&28�3ODQ�LV�SUHPLVHG�

XSRQ�WD[DEOH�GHEW�

����'RHV�WKH�&28�3ODQ�XVH�DQ\�RI�WKH�'HEWRUV¶�FXUUHQW�ILQDQFLQJ�FRPPLWPHQWV�WR�

ILQDQFH�LWV�3ODQ"�

1R��

D�� ,V�FRQVHQW�UHTXLUHG�RI�OHQGHUV��LI�VR"�

1�$�

*RYHUQDQFH�5DWHPDNLQJ�2SHUDWLRQV�

����'RHV�WKH�&28�3URSRVDO�UHPRYH�WKH�KROGLQJ�FRPSDQ\"��

D�� ,I�VR��ZKDW�DUH�WKH�H[SHFWHG�FRVW�VDYLQJV"��L�H�������0�SHU�\HDU��

)ROORZLQJ�WKH�FRQYHUVLRQ�WR�D�&28��WKH�KROGLQJ�FRPSDQ\�ZRXOG�QR�ORQJHU�H[LVW�LQ�LWV�

FXUUHQW�IRUP��$Q\�FRVW�VDYLQJV�UHDOL]HG�IROORZLQJ�WKH�FRQYHUVLRQ�WR�D�&28�ZRXOG�EH�

XVHG�WR�DFFHOHUDWH�FDSLWDO�LQYHVWPHQWV�RU�SDVVHG�RQ�WR�UDWHSD\HUV��
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7&&�'LOLJHQFH�/LVW��&RQW¶G��
0DUFK����������
5HRUJDQL]LQJ�3*	(�DV�D�&XVWRPHU�2ZQHG��0XWXDO�%HQHILW�&RUSRUDWLRQ�
&RDOLWLRQ�IRU�D�&XVWRPHU�2ZQHG�8WLOLW\�
$WWQ��$ODQ�*RYHU��'DQ�5LFKDUG��(ULF�/RZUH\��DQG�'�-���-DQ��%DNHU�

����6LQFH�D�FXVWRPHU�RZQHG�XWLOLW\�LV�QRW�UHJXODWHG�LQ�WKH�VDPH�PDQQHU�E\�WKH�&38&��

GRHV�WKH�&28�3URSRVDO�SURYLGH�WKDW�WKH�3ODQ�LWVHOI�ZRXOG�EH�UDWH�QHXWUDO"�

7KH�&28�3ODQ�ZRXOG�EH�UDWH�QHXWUDO�DV�GHILQHG�E\�$%��������

����6LPLODUO\��GRHV�WKH�&28�3URSRVDO�JXDUDQWHH�WR�OLPLW�IXWXUH�FXVWRPHU�UDWH�

LQFUHDVHV�WR�WKH�DQQXDO�&DOLIRUQLD�&3,��FDOFXODWHG�ZLWKRXW�LQFOXGLQJ�HQHUJ\�

FRVWV�"�

3*	(¶V�UDWHV�ZLOO�XQGRXEWHGO\�QHHG�WR�LQFUHDVH�LQ�WKH�FRPLQJ�\HDUV�DV�WKH�

FRPSDQ\�SODQV�WR�VSHQG�DW�OHDVW�����ELOOLRQ�RYHU�WKH�QH[W�ILYH�\HDUV�RQ�V\VWHP�

KDUGHQLQJ��PRGHUQL]DWLRQ�DQG�ZLOGILUH�SURWHFWLRQ��7KH�H[SHFWDWLRQ�LV�WKDW�WKH�&28�

ZLOO�RSHUDWH�XQGHU�WKH�VDPH�HQYHORSH�RI�IRUHFDVW�UDWH�SURMHFWLRQV�LQ�WKH�VKRUW�WR�

PHGLXP�WHUP�DV�ZRXOG�WKH�H[LVWLQJ�LQYHVWRU�RZQHG�XWLOLW\�XQGHU�3*	(¶V�3ODQ��

+RZHYHU��WKH�&28�DSSURDFK�ZRXOG�SURYLGH�IRU�WKH�PRGHUDWLRQ�RI�UDWH�LQFUHDVHV�

ZLWK�D�VLJQLILFDQWO\�ORZHU�FRVW�RI�FDSLWDO��

8QGHU�WKH�&28�3ODQ��FRVW�RI�FDSLWDO�VDYLQJV�EHJLQ�WR�DFFUXH�DOPRVW�LPPHGLDWHO\�

DQG�EHFRPH�LQFUHDVLQJO\�PDWHULDO�ZLWKLQ�VHYHUDO�\HDUV�RI�FRQILUPDWLRQ��ZLWK�

SUHOLPLQDU\�HVWLPDWHV�H[FHHGLQJ�����ELOOLRQ�LQ�FXPXODWLYH�FRVW�RI�FDSLWDO�VDYLQJV�

GXULQJ�WKH�ILUVW�GHFDGH��ZLWK�SRWHQWLDO�IRU�DGGLWLRQDO�JURZWK�LQ�WKH�DPRXQW�RI�DQQXDO�

FRVW�RI�FDSLWDO�VDYLQJV�EH\RQG�WKH�ILUVW����\HDUV���5HDOL]HG�FRVW�RI�FDSLWDO�VDYLQJV�

XQGHU�WKH�&28�3ODQ�ZRXOG�EH�UHLQYHVWHG��RU�XVHG�WR�VXSSRUW�DGGLWLRQDO�FDSLWDO�

UDLVLQJ��WR�XSJUDGH�WKH�XWLOLW\¶V�LQIUDVWUXFWXUH�PRUH�UDSLGO\�WKDQ�ZRXOG�EH�WKH�FDVH�

XQGHU�WKH�3*	(�3ODQ��3XW�GLIIHUHQWO\��WKH�&28�FRVW�RI�FDSLWDO�DGYDQWDJH�FRXOG�

SURYLGH�IRU�D�OHDS�IRUZDUG�LQ�WHUPV�RI�WRWDO�LQYHVWPHQW�LQ�WKH�XWLOLW\¶V�LQIUDVWUXFWXUH�DV�

WKH�DQQXDO�FRVW�VDYLQJV��ZKLFK�ZRXOG�EH�JURZLQJ�HDFK�\HDU��FRXOG�EH�XVHG�WR�

ILQDQFH�DGGLWLRQDO�LQIUDVWUXFWXUH�LQYHVWPHQWV���

$V�DQG�ZKHQ�LQIUDVWUXFWXUH�KHDOWK�DQG�VDIHW\�FRQGLWLRQV�DW�WKH�XWLOLW\�KDYH�UHDFKHG�

DQ�DFFHSWDEOH�OHYHO�DQG�WKH�PDQ\�ZHOO�SXEOLFL]HG�GHILFLHQFLHV�LQ�3*	(¶V�

LQIUDVWUXFWXUH�KDYH�EHHQ�DGGUHVVHG��WKHQ�LW�ZRXOG�EH�H[SHFWHG�WKDW�UDWHV�ZRXOG�

EHJLQ�WR�EH�ORZHU�WKDQ�WKH�OHYHO�WKH\�ZRXOG�KDYH�EHHQ�DW�XQGHU�3*	(¶V�3ODQ�DQG�

H[SHFWHG�UDWH�SDWK���
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7&&�'LOLJHQFH�/LVW��&RQW¶G��
0DUFK����������
5HRUJDQL]LQJ�3*	(�DV�D�&XVWRPHU�2ZQHG��0XWXDO�%HQHILW�&RUSRUDWLRQ�
&RDOLWLRQ�IRU�D�&XVWRPHU�2ZQHG�8WLOLW\�
$WWQ��$ODQ�*RYHU��'DQ�5LFKDUG��(ULF�/RZUH\��DQG�'�-���-DQ��%DNHU�

����'RHV�WKH�&28�3ODQ�LGHQWLI\�D�FRPSHWHQW�RSHUDWRU�WR�RSHUDWH�3*	("�

:H�KDYH�GHYHORSHG�GHWDLOHG�JRYHUQDQFH�SURSRVDOV�DQG�KDYH�LGHQWLILHG�LQLWLDO�ERDUG�

OHDGHUVKLS��7KH�FXVWRPHU�RZQHG�XWLOLW\�ERDUG�ZRXOG�HYDOXDWH�FXUUHQW�PDQDJHPHQW�

DQG�GHWHUPLQH�ZKDW�DQ\�QHFHVVDU\�FKDQJHV�LQ�SHUVRQQHO��7KLV�FRXOG�LQFOXGH�

UHWHQWLRQ�RI�VRPH�SRUWLRQ�RI�PDQDJHPHQW��FKDQJHV�LQ�LQGLYLGXDOV�RU�FRQVLGHUDWLRQ�RI�

D�FRQWUDFWXDO�UHODWLRQVKLS�ZLWK�DQ�RXWVLGH�RSHUDWRU��

����'RHV�WKH�&28�3URSRVDO�LQFOXGH�EX\LQJ�DQG�RU�VHOOLQJ�RII��RQFH�DFTXLUHG��3*	(�LQ�

6HJPHQWV��H�J��*DV�Y��(OHFWULF�"��

7KH�&28�SODQ�HQFRPSDVVHV�WKH�HQWLUH�HQWLW\��7KHUH�LV�QR�SODQ�WR�VHOO�RI�DVVHWV��

3ROLWLFDO�

����:KDW�KDV�EHHQ�WKH�IHHGEDFN�RQ�WKH�&28�3URSRVDO�IURP�WKH�*RYHUQRU¶V�2IILFH�

VLQFH�LW�ZDV�ILUVW�SUHVHQWHG�LQ�)HEUXDU\"�

7KH�&28�3ODQ�ZDV�ILUVW�SUHVHQWHG�LQ�WKH�IDOO��7KH�*RYHUQRU¶V�RIILFH�HQFRXUDJHG�WKH�

GHYHORSPHQW�RI�WKH�&28�3ODQ��VXJJHVWHG�GLVFXVVLRQV�ZLWK�RWKHU�SDUWLHV�DQG�KDV�

KDG�PXOWLSOH�PHHWLQJV�ZLWK�WKH�&28�3ODQ�SURSRQHQWV�DQG�ZLWK�0D\RU�/LFFDUGR��

&RQVLVWHQW�ZLWK�WKH�UHFHQW�DQQRXQFHPHQW��WKH�*RYHUQRU¶V�RIILFH�DUWLFXODWHG�D�

SUHIHUHQFH�IRU�3*	(�WR�KDYH�DQ�RSSRUWXQLW\�WR�HPHUJH�DV�DQ�LQYHVWRU�RZQHG�HQWLW\�

LI�WKDW�FRXOG�EH�GRQH�VDWLVIDFWRULO\�LQ�WHUPV�RI�ILQDQFLDO�YLDELOLW\�DQG�FXOWXUDO�

WUDQVIRUPDWLRQ��7KH�*RYHUQRU¶V�RIILFH�KDV�PDLQWDLQHG�WKDW�WKH�&28�3ODQ�ZRXOG�EH�D�

YLDEOH�EDFNXS��7KH�*RYHUQRU¶V�RIILFH�FRQWDFWHG�WKH�&28�3ODQ�DGYLVRU\�WHDP�RQ�

)ULGD\�WR�UHLWHUDWH�WKDW�SRVLWLRQ��
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