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2Q� 6HSWHPEHU� ��� ������ WKH� 1RUWK� 'DNRWD� 3XEOLF� 6HUYLFH� &RPPLVVLRQ� 6WDII�
>KHUHLQDIWHU�A6WDII@@�LVVXHG�D�FRPSODLQW��SXUVXDQW�WR�1�'�&�&��’�����������DOOHJLQJ�WKDW�
0RQWDQD�'DNRWD�8WLOLWLHV�&R�=V��>KHUHLQDIWHU�A0RQWDQD�'DNRWD@@��H[LVWLQJ�ILOHG�UDWHV�IRU�
SURYLGLQJ�HOHFWULF�VHUYLFH�LQ�1RUWK�'DNRWD�DUH�XQMXVW�DQG�XQUHDVRQDEOH��RQ�WKH�FODLPHG�
JURXQGV� WKDW� 0RQWDQD�'DNRWD� LV� UHFRYHULQJ� PRUH� UHYHQXH� WKDQ� QHFHVVDU\� WR� HDUQ� D�
UHDVRQDEOH� UHWXUQ� RQ� LWV� LQYHVWPHQW� XVHG� DQG� XVHIXO� LQ� SURYLGLQJ� VXFK� VHUYLFH�� � 7KH�
FRPSODLQW�DOOHJHG�WKDW�0RQWDQD�'DNRWD=V�UDWHV�VKRXOG�EH�DGMXVWHG�WR�UHGXFH�DQQXDO�1RUWK�
'DNRWD�HOHFWULF�UHYHQXHV�E\��������PLOOLRQ�DQQXDOO\��DQG�VRXJKW�D�GHFLVLRQ�E\�WKH�3XEOLF�
6HUYLFH�&RPPLVVLRQ�>KHUHLQDIWHU�WKH�A&RPPLVVLRQ@@�UHTXLULQJ�LPSOHPHQWDWLRQ�RI�UDWHV�
WKDW�ZRXOG�SURGXFH�VDLG�UHYHQXH�UHGXFWLRQ���7KH�FRPSODLQW�ZDV�VHUYHG�E\�PDLO�RQ�0RQWDQD�
'DNRWD�RQ�6HSWHPEHU�������������

0RQWDQD�'DNRWD�ILOHG�LWV�DQVZHU�WR�WKH�FRPSODLQW��SXUVXDQW�WR�1�'�&�&��’�����������
RQ�2FWREHU����������DGPLWWLQJ�WKH�VWDQGDUG�MXULVGLFWLRQDO�DOOHJDWLRQV�EXW�GHQ\LQJ�WKDW�LWV�
ILOHG�UDWHV�ZHUH�XQMXVW�RU�XQUHDVRQDEOH�RU�WKDW�DQ\�H[FHVV�HOHFWULF�UHYHQXHV�ZHUH�EHLQJ�
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HDUQHG�IRU�1RUWK�'DNRWD�VHUYLFH��DQG�VHHNLQJ�D�GLVPLVVDO�RI�WKH�6WDII=V�FRPSODLQW��
2Q�1RYHPEHU�����������WKH�&RPPLVVLRQ�LVVXHG�D�1RWLFH�RI�+HDULQJ��1RWLFH�RI�3XEOLF�

,QSXW�6HVVLRQV��DQG�1RWLFH�RI� ,QWHUYHQWLRQ�'HDGOLQH�� VHWWLQJ� WKH�SXEOLF�KHDULQJ� LQ� WKLV�
PDWWHU�IRU�)HEUXDU\�����������DQG�VFKHGXOLQJ�LQIRUPDO�SXEOLF�LQSXW�VHVVLRQV�YLD�LQWHUDFWLYH�
WHOHYLVLRQ�RQ�'HFHPEHU�����������LQ�%LVPDUFN��'LFNLQVRQ�DQG�:LOOLVWRQ���7KH�SXEOLF�LQSXW�
VHVVLRQV� ZHUH� KHOG� DW� VDLG� WLPH� DQG� SODFHV�� DQG� VHYHUDO�PHPEHUV� RI� WKH� SXEOLF�PDGH�
DSSHDUDQFHV�LQ�'LFNLQVRQ��

3XUVXDQW�WR�WKH�1RWLFH�RI�+HDULQJ��WKH�&RPPLVVLRQ�KHOG�WKH�SXEOLF�KHDULQJ�DW�WKH�
6WDWH�&DSLWRO�LQ�%LVPDUFN�RQ�)HEUXDU\��������������RQ�WKH�IROORZLQJ�LVVXHV��

��� :KDW�LV�WKH�YDOXH�RI�0RQWDQD�'DNRWD=V�SURSHUW\��XVHG�DQG�XVHIXO�IRU�WKH�
VHUYLFH�DQG�FRQYHQLHQFH�RI�WKH�SXEOLF�LQ�1RUWK�'DNRWD"�
��� :KDW�LV�0RQWDQD�'DNRWD=V�UDWH�RI�UHWXUQ�RQ�LWV�SURSHUW\��XVHG�DQG�XVHIXO�IRU�
WKH�VHUYLFH�DQG�FRQYHQLHQFH�RI�WKH�SXEOLF�LQ�1RUWK�'DNRWD"�
��� :KDW�LV�D�MXVW�DQG�UHDVRQDEOH�UDWH�RI�UHWXUQ�RQ�0RQWDQD�'DNRWD=V�SURSHUW\��
XVHG�DQG�XVHIXO�IRU�WKH�VHUYLFH�DQG�FRQYHQLHQFH�RI�WKH�SXEOLF�LQ�1RUWK�'DNRWD"�
��� :KDW�UDWHV�DQG�FKDUJHV�DUH�QHFHVVDU\�WR�SURYLGH�D�MXVW�DQG�UHDVRQDEOH�UDWH�RI�
UHWXUQ� RQ� 0RQWDQD�'DNRWD=V� SURSHUW\�� XVHG� DQG� XVHIXO� IRU� WKH� VHUYLFH� DQG�
FRQYHQLHQFH�RI�WKH�SXEOLF�LQ�1RUWK�'DNRWD"�
��� $UH�0RQWDQD�'DNRWD=V�UDWH�VFKHGXOHV�GHVLJQHG�LQ�VXFK�D�PDQQHU�WKDW�WKH\�
ZLOO�UHVXOW�LQ�D�EDVLV�RI�FKDUJH�WR�LWV�FXVWRPHUV�WKDW�LV�MXVW�DQG�UHDVRQDEOH�ZLWKRXW�
GLVFULPLQDWLRQ"�

1R�SHUVRQ�LQWHUYHQHG�RU�VRXJKW�LQWHUYHQWLRQ�LQ�WKLV�PDWWHU�DQG�QR�PHPEHUV�RI�WKH�SXEOLF�
DSSHDUHG�DW�WKH�SXEOLF�KHDULQJ�� �
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In its written rebuttal testimony submitted on February 11, 2002, the Staff updated its 

position using new financial information  and reduced its initial complaint of excess earnings from 

$9.155 million to $7.327 million.  At the public hearing, the Staff again amended its position, 

recommending instead that Montana-Dakota=s rates should be adjusted to reduce revenues by 

$4.941 million annually.  

Montana-Dakota took the position that its rates should not be adjusted.  Although the 

evidence the Company presented showed an annual revenue deficiency of $1.727 million, Montana-

Dakota did not seek an increase in its rates to meet such deficiency. 

�
� ),1',1*6�2)�)$&7�
-XULVGLFWLRQ�� �
��� 0RQWDQD�'DNRWD�LV�D�'LYLVLRQ�RI�0'8�5HVRXUFHV�*URXS��,QF��DQG�LV�D�SXEOLF�XWLOLW\�
SURYLGLQJ� ERWK� HOHFWULF� DQG� QDWXUDO� JDV� VHUYLFHV� WR� FXVWRPHUV� LQ�1RUWK�'DNRWD�� 6RXWK�
'DNRWD��0RQWDQD�DQG�:\RPLQJ����
�
7HVW�<HDU�

��� 7KH�DSSURSULDWH�WHVW�\HDU�WR�EH�XVHG�IRU�GHWHUPLQLQJ�0RQWDQD�'DNRWD=V�UDWH�
EDVH� IRU� WKLV� SURFHHGLQJ� LV� ������ DGMXVWHG� IRU� FHUWDLQ� NQRZQ� DQG�PHDVXUDEOH� FKDQJHV�
SURMHFWHG�IRU�������
�
5DWH�%DVH�

��� %DVHG�XSRQ�WKH�HYLGHQFH�UHFHLYHG�DW�WKH�SXEOLF�KHDULQJ��WKH�DSSURSULDWH�UDWH�
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EDVH�IRU�0RQWDQD�'DNRWD=V�1RUWK�'DNRWD�HOHFWULF�VHUYLFH�LV���������������GHWHUPLQHG�DV�
IROORZV��
�
�
� 3URMHFWHG�������7KRXVDQGV��
�
'HVFULSWLRQ�
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5DWH�%DVH�
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�
&RVW�RI�&DSLWDO�
�

��� 0RQWDQD�'DNRWD=V� SUHVHQW� FDSLWDO� VWUXFWXUH� FRQVLVWV� RI� ORQJ�WHUP� GHEW��
SUHIHUUHG� VWRFN�DQG� FRPPRQ� VWRFN� �FRPPRQ�HTXLW\��� �7KH�&RPPLVVLRQ� ILQGV� WKDW� WKH�
SUHVHQW�FDSLWDO�VWUXFWXUH�FRQVLVWV�RI��������ORQJ�WHUP�GHEW��������SUHIHUUHG�VWRFN�DQG�
������� FRPPRQ� HTXLW\� DQG� WKDW� VDLG� FDSLWDO� VWUXFWXUH� LV� MXVW� DQG� UHDVRQDEOH� IRU� WKH�
GHWHUPLQDWLRQ�RI�UDWHV�KHUHLQ��

��� 7KH�FRVW�UDWH�RI�0RQWDQD�'DNRWD=V�������������LQ�SUHIHUUHG�VWRFN�ZDV�QRW�
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GLVSXWHG�LQ�WKLV�SURFHHGLQJ��DQG�WKH�&RPPLVVLRQ�ILQGV�WKDW�LW�LV��������
��� ([SHUW�WHVWLPRQ\�RQ�EHKDOI�RI�WKH�6WDII�DQG�RQ�EHKDOI�RI�0RQWDQD�'DNRWD�ZDV�

SUHVHQWHG�SHUWDLQLQJ�WR�WKH�GHWHUPLQDWLRQ�RI�WKH�FRVW�RI�WKH�&RPSDQ\=V��������������LQ�
ORQJ�WHUP� GHEW�� � 7KH� &RPPLVVLRQ� ILQGV� WKDW� WKH� \LHOG�WR�PDWXULW\� PHWKRGRORJ\� IRU�
FDOFXODWLQJ�WKH�FRVW�RI�ORQJ�WHUP�GHEW�EHVW�UHIOHFWV�WKH�WUXH�HIIHFWLYH�FRVW�RI�GHEW�FDSLWDO�
EHFDXVH�LW�LV�EDVHG�RQ�DFWXDO�DPRXQWV�DQG�WKH�DFWXDO�WLPLQJ�RI�FDVK�IORZV��DQG�QRWHV�WKDW�
WKLV�PHWKRGRORJ\�LV�UHTXLUHG�IRU�UDWHPDNLQJ�SXUSRVHV�LQ�SURFHHGLQJV�XQGHU�WKH�MXULVGLFWLRQ�
RI�WKH�)HGHUDO�(QHUJ\�5HJXODWRU\�&RPPLVVLRQ���$FFRUGLQJO\��WKH�ORQJ�WHUP�GHEW�FRVW�UDWH�RI�
������IRU�0RQWDQD�'DNRWD�GHWHUPLQHG�XVLQJ�WKH�\LHOG�WR�PDWXULW\�PHWKRGRORJ\�LV�IRXQG�WR�
EH�DSSURSULDWH��

��� ([SHUW�WHVWLPRQ\�RQ�EHKDOI�RI�WKH�6WDII�DQG�RQ�EHKDOI�RI�0RQWDQD�'DNRWD�ZDV�
SUHVHQWHG�SHUWDLQLQJ�WR�WKH�GHWHUPLQDWLRQ�RI�WKH��FRVW�RI�0RQWDQD�'DNRWD=V��������������
LQ�HTXLW\�FDSLWDO���7KH�&RPPLVVLRQ�ILQGV��EDVHG�RQ�DQDO\VLV�RI�EXVLQHVV��UHJXODWRU\��ILQDQFLDO�
DQG�PDUNHW�ULVNV�IDFHG�E\�FRPSDUDEOH�XWLOLW\�FRPSDQLHV��LQFOXGLQJ�ERWK�HOHFWULF�RQO\�DQG�
FRPELQDWLRQ��JDV�DQG�HOHFWULF��FRPSDQLHV��DQG�XSRQ�UHFRJQL]LQJ�WKH�QHFHVVDU\�IORWDWLRQ�
FRVW�DGMXVWPHQW�WHVWLILHG�WR�E\�0RQWDQD�'DNRWD=V�H[SHUW�ZLWQHVV�-��6WHSKHQ�*DVNH��WKDW�WKH�
DSSURSULDWH�FRVW�RI�HTXLW\�FDSLWDO�IRU�0RQWDQD�'DNRWD�LV���������

��� $FFRUGLQJO\��WKH�&RPPLVVLRQ�ILQGV�WKDW�WKH�RYHUDOO�UDWH�RI�UHWXUQ�RQ�UDWH�EDVH�
ZKLFK�VKRXOG�EH�DOORZHG�IRU�0RQWDQD�'DNRWD�LV���������GHWHUPLQHG�DV�IROORZV��
�
6RXUFH�RI�&DSLWDO�

�
3HUFHQWDJH�LQ�&DSLWDO�

6WUXFWXUH�
�
&RVW�5DWH�

�
&RQWULEXWLRQ�WR�
2YHUDOO�5DWH�RI�

5HWXUQ��
/RQJ�WHUP�'HEW�
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3UHIHUUHG�6WRFN�
�

������
�

������
�

������



 
 6 

�
&RPPRQ�(TXLW\�

�
�������

�
�������

�
�������

727$/�� � �
�

�����
�

�
�

�������
�
�
�
�
�
�
�
�
5HYHQXHV�IURP�6DOHV�IRU�5HVDOH��:KROHVDOH�6DOHV��
�

��� $�PDMRU�LVVXH�LQ�WKLV�FDVH�LV�WKH�OHYHO�RI�PDUJLQV�RQ�VDOHV�RI�HOHFWULF�SRZHU�IRU�
UHVDOH��WKDW�LV�ZKROHVDOH�VDOHV�RI�SRZHU�ZKLFK�0RQWDQD�'DNRWD�PDNHV�WR�RWKHU�UHWDLOHUV���
7KH�PDUJLQV�UHDOL]HG�E\�WKH�&RPSDQ\�RQ�VXFK�VDOHV�UHVXOW�IURP�WZR�IDFWRUV��WKH�DFWXDO�0ZK�
RI�SRZHU�VROG�DQG�WKH�SULFH�SHU�0ZK�SDLG�E\� WKH�SXUFKDVHU�� �The evidence presented by 

Montana-Dakota showed that margins earned through wholesale electric power sales (Asales for 

resale margins@) during the 2001 test year, as well as during the original proposed 2000 test year, 

arose from anomalies in the wholesale electric market, including a scarcity of available generation 

and very high natural gas prices that would not recur in 2002 or in any foreseeable succeeding year.���
0RQWDQD�'DNRWD=V�ZLWQHVV�7HUU\�%OLQVN\� WHVWLILHG� WKDW� WKH� SULFH� SHU�0ZK�SDLG� WR� WKH�
&RPSDQ\�XQGHU�D�ZKROHVDOH�HOHFWULF�FRQWUDFW�QHJRWLDWHG� LQ� �0DUFK�������FRYHULQJ�DQG�
VHWWLQJ�SULFHV�IRU�WKH������VXPPHU�SHDN�VHDVRQ��ZDV�YHU\�IDYRUDEOH�EHFDXVH�WKH�FRQWUDFW�
ZDV�QHJRWLDWHG�DW�D�WLPH�ZKHQ�PDUNHW�FRQGLWLRQV�SURMHFWHG�DEQRUPDOO\�KLJK�HOHFWULF�SULFHV�
IRU�WKH������VXPPHU�SHDN�VHDVRQ���7KH�XQGLVSXWHG�H[SHUW�WHVWLPRQ\�RI�0RQWDQD�'DNRWD�
ZLWQHVVHV�3DXO�:LONLQVRQ�DQG�5RJHU�6FKLIIPDQ�VKRZHG�WKDW�WKH�QDWXUDO�JDV�PDUNHW�ZKHQ�
WKLV� FRQWUDFW� ZDV� HQWHUHG� LQWR� ZDV� YHU\� WLJKW� DQG� SULFHV� ZHUH� DW� D� GHFDGH�KLJK� OHYHO��
UHVXOWLQJ�LQ�VWURQJ�XSZDUG�SUHVVXUH�RQ�HOHFWULF�SULFHV��7KH�WHVWLPRQ\�RI�%OLQVN\��6FKLIIPDQ�
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DQG� :LONLQVRQ� VKRZHG� WKDW� WKLV� VLWXDWLRQ� ZLOO� QRW� UHFXU� LQ� WKH� IRUHVHHDEOH� IXWXUH��
GHPRQVWUDWLQJ�WKDW�WKH�ODUJH�PDUJLQV�DFKLHYHG�E\�WKH�&RPSDQ\�XQGHU�WKH������FRQWUDFW�
ZLOO�QRW�EH�DFKLHYDEOH�LQ��������7KH�&RPPLVVLRQ�ILQGV�WKDW�WKH�XSSHU�OLPLW�RI�WKH�OLNHO\�
OHYHOV�RI�ZKROHVDOH�VDOHV�PDUJLQV�LQ�PRUH�QRUPDO�PDUNHW�FRQGLWLRQV�ZRXOG�UHVXOW�IURP�
DSSO\LQJ��WKH�FXUUHQW�PDUNHW�HVWLPDWHG��SULFHV�WR�WKH�VDPH�OHYHO�RI�0ZK�VDOHV�DV�ZHUH�PDGH�
GXULQJ�������DV�WKH�&RPSDQ\�GLG�LQ�LWV�SUHVHQWDWLRQ��UHVXOWLQJ�LQ�DQ�HVWLPDWHG�PDUJLQ�OHYHO�
RI�DSSUR[LPDWHO\������������IRU��������$FFRUGLQJO\��WKH�&RPPLVVLRQ�DSSURYHV�DQ�DPRXQW�
RI������������DV�WKH�DSSURSULDWH�OHYHO�RI�DGMXVWHG�WHVW�\HDU�ZKROHVDOH�VDOHV�PDUJLQV�IRU�WKLV�
SURFHHGLQJ��
�
�
2SHUDWLQJ�([SHQVHV�
��

���� 7KH�HYLGHQFH�VKRZV�WKDW�GXH�WR�KLJKHU�WKDQ�QRUPDO�WHPSHUDWXUHV�DQG�VXPPHU�
ORDG�SHDNV�WKDW�RFFXUUHG�LQ������DQG������0RQWDQD�'DNRWD�ZDV�XQDEOH�WR�PHHW�LWV�UHVHUYH�
FDSDFLW\�REOLJDWLRQV�LPSRVHG�E\�LWV�PHPEHUVKLS�LQ�0$33��0LG�&RQWLQHQW�$UHD�3RZHU�3RRO��
�DQG�WKDW�DFFRUGLQJO\�PRQHWDU\�SHQDOWLHV�ZLOO�EH�DVVHVVHG�LQ�DFFRUGDQFH�ZLWK�WKH�0$33�
UXOHV� DQG� ZLOO� EH� SD\DEOH� LQ� ����� DQG� ������ � 7KH� &RPPLVVLRQ� UHFRJQL]HV� WKDW� WKH�
DQRPDORXV�ZHDWKHU�FRQGLWLRQV�JLYLQJ�ULVH�WR�WKH�SHQDOW\�FRXOG�QRW�EH�IXOO\�IRUHVHHQ��DQG�
GHWHUPLQHV�WKDW�WKH�FRVW�WKDW�ZRXOG�KDYH�EHHQ�LQFXUUHG�LQ�VHFXULQJ�WKH�DGGLWLRQDO������
PHJDZDWWV�RI�FDSDFLW\�UHTXLUHG�WR�PHHW�WKH�0$33�SHDN�UHTXLUHPHQW�GXULQJ�WKH�VXPPHU�RI�
������UDWKHU�WKDQ�WKH�DFWXDO�SHQDOW\��LV�WKH�DSSURSULDWH�DPRXQW�WKDW�VKRXOG�EH�DOORZHG�DV�DQ�
RSHUDWLQJ�H[SHQVH��VLQFH�WKLV�LV�WKH�DFWXDO�FRVW�WKDW�ZRXOG�KDYH�QHFHVVDULO\�EHHQ�LQFXUUHG�LQ�
RUGHU�WR�DYRLG�WKH�LPSRVLWLRQ�RI�D�SHQDOW\���7KH�HYLGHQFH�SUHVHQWHG�VKRZV�WKDW�WKH�FRVW�IRU�
DGGLWLRQDO�FDSDFLW\�LV�DSSUR[LPDWHO\��������SHU�PHJDZDWW�PRQWK��VR�WKDW�WKH�FRVW�IRU�WKH�
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DGGLWLRQDO������PHJDZDWWV�LQ�FDSDFLW\�IRU�IRXU�PRQWKV�ZRXOG�EH�DSSUR[LPDWHO\����������
RQ�D�WRWDO�&RPSDQ\�EDVLV��RU����������IRU�WKH�SRUWLRQ�DOORFDWHG�WR�1RUWK�'DNRWD��7KH�
&RPPLVVLRQ�DFFRUGLQJO\�ILQGV�WKDW�DQ�DPRXQW�RI����������VKRXOG�DOORZHG�LQ�1RUWK�'DNRWD�
RSHUDWLQJ�H[SHQVHV�WR�DFFRXQW�IRU�WKLV�LWHP��

���� $Q�DGMXVWPHQW� WR�UHIOHFW�D� WKUHH�\HDU�DPRUWL]DWLRQ�RI�PDMRU�PDLQWHQDQFH�
H[SHQVHV� DW� WKH� $QWHORSH� 9DOOH\� 8QLW� ,,� JHQHUDWLQJ� VWDWLRQ� UHVXOWLQJ� IURP� 0RQWDQD�
'DNRWD=V� ORQJ�WHUP�SRZHU� SXUFKDVH� FRQWUDFW�ZLWK�%DVLQ�(OHFWULF�&RRSHUDWLYH�ZDV�QRW�
GLVSXWHG� EHWZHHQ� WKH� SDUWLHV�� � 7KLV� DPRXQW�� ZKLFK� LV� IRXQG� WR� EH� SURSHU� E\� WKH�
&RPPLVVLRQ��HTXDWHV�WR�DQ�DQQXDO�H[SHQVH�UHGXFWLRQ�RI����������RQ�D�&RPSDQ\�V\VWHP�
ZLGH�EDVLV�DV�DSSOLHG�WR�WKH������WHVW�SHULRG��

���� $Q�DGMXVWPHQW�WR�UHIOHFW�DQ�DQQXDO�ORVV�LQ�UHYHQXHV�RI����������UHVXOWLQJ�
IURP�0RQWDQD�'DNRWD=V�SDUWLFLSDWLRQ�LQ�WKH�0LGZHVW�,QGHSHQGHQW�6\VWHP�2SHUDWRU�,QF��
�0�,62��UHJLRQDO�WUDQVPLVVLRQ�RUJDQL]DWLRQ��572���SXUVXDQW�WR�)(5&�RUGHU�1R��������ZDV�
QRW�GLVSXWHG�EHWZHHQ�WKH�SDUWLHV���7KH�LQFOXVLRQ�RI�WKLV�UHYHQXH�UHGXFWLRQ�LV�IRXQG�WR�EH�
SURSHU�E\�WKH�&RPPLVVLRQ��

���� 7KH�DGMXVWPHQW�SURSRVHG�E\�0RQWDQD�'DNRWD�WR�ODERU�FRVWV�WR�UHIOHFW�DFWXDO�
ZDJH�LQFUHDVHV�H[SHULHQFHG�IRU������DQG��������ZDV�QRW�GLVSXWHG�E\�WKH�6WDII��DQG�WKH�
&RPPLVVLRQ�ILQGV�WKH�DPRXQWV�SURSRVHG�E\�WKH�&RPSDQ\�WR�EH�SURSHU�DQG�DOORZDEOH�DV�
SURSHU�RSHUDWLQJ�H[SHQVHV����

���� 0RQWDQD�'DNRWD� LQWURGXFHG�HYLGHQFH� VKRZLQJ� WKDW� LWV�SHQVLRQ�DQG�SRVW�
UHWLUHPHQW� EHQHILW� FRVWV� ZLOO� LQFUHDVH� VXEVWDQWLDOO\� LQ� ������ IURP� WKH� ����� WHVW� \HDU�
DPRXQWV�� LQ�DQ�DPRXQW�RI����������DSSOLFDEOH�WR�1RUWK�'DNRWD�RSHUDWLRQV��GXH�WR�WKH�
GHFOLQH�LQ�DVVHW�UHWXUQV�IURP�WKH�DEQRUPDOO\�KLJK�UHWXUQV�UHFHLYHG�LQ�UHFHQW�\HDUV�DQG�WKH�
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GHFOLQH�LQ�GLVFRXQW�UDWHV�WR�UHIOHFW�FXUUHQW�ORQJ�WHUP�LQWHUHVW�UDWHV��ERWK�RI�ZKLFK�UHVXOW�LQ�
LQFUHDVHG� SHQVLRQ� DQG� EHQHILW� FRVWV�� � 7KH� &RPPLVVLRQ� ILQGV� WKLV� DGMXVWPHQW� WR� EH�
DSSURSULDWH�DQG�DFFRUGLQJO\�DOORZV�WKLV�LWHP�RI����������DV�DQ�RSHUDWLQJ�H[SHQVH�LQFUHDVH��

���� 0RQWDQD�'DNRWD�LQWURGXFHG�HYLGHQFH�VKRZLQJ�WKDW�WKH�SRUWLRQ�RI�WKH�DQQXDO�
FRVW�RI�LWV�6XSSOHPHQWDO�,QFRPH�6HFXULW\�3URJUDP��6,63��DOORFDEOH�WR�1RUWK�'DNRWD�HOHFWULF�
RSHUDWLRQV�LV������������7KH�6,63�SURJUDP�LV�D�VXSSOHPHQWDO�SHQVLRQ�EHQHILW�GHVLJQHG�WR�
DWWUDFW�DQG�UHWDLQ�NH\�HPSOR\HHV���7KH�&RPSDQ\�KDV�QRW�SUHYLRXVO\�VRXJKW�WR�LQFOXGH�WKH�
FRVW�DV�D�UHFRYHUDEOH�LWHP�RI�RSHUDWLQJ�H[SHQVH��7KH�&RPPLVVLRQ�ILQGV�WKDW�VXFK�SODQV�DUH�
FRPPRQ� LQ� WKH� LQGXVWU\� DQG� WKDW� WKH� 6,63� SURJUDP� LV� EHQHILFLDO� WR�0RQWDQD�'DNRWD�
FXVWRPHUV�DQG�VHUYHV�WKH�SXEOLF�LQWHUHVW�E\�KHOSLQJ�WR�LQVXUH�D�KLJK�TXDOLW\�PDQDJHPHQW�RI�
WKH�&RPSDQ\���$FFRUGLQJO\��WKH�&RPPLVVLRQ�ILQGV�WKLV�DGMXVWPHQW�WR�EH�DSSURSULDWH�DQG�
DOORZV�WKLV�LWHP�RI����������DV�DQ�RSHUDWLQJ�H[SHQVH��

���� 7KH�HYLGHQFH�VKRZV�WKDW�0RQWDQD�'DNRWD=V�LQVXUDQFH�H[SHQVH�KDV�LQFUHDVHG�
DQG�WKDW�VXFK�LQFUHDVHV�ZHUH�H[DFHUEDWHG�DV�D�UHVXOW�RI�WKH�WHUURULVW�DWWDFN�XSRQ�WKH�8QLWHG�
6WDWHV�RQ�6HSWHPEHU������������7KH�UHFRUG�LQ�WKLV�FDVH�UHIOHFWV�WKDW�LQVXUDQFH�H[SHQVHV�IRU�
�����KDYH�LQFUHDVHG�E\�WKH�DPRXQW�RI�����������DQG�DFFRUGLQJO\�WKH�&RPPLVVLRQ�ILQGV�WKLV�
DGMXVWPHQW�WR�EH�DSSURSULDWH�DQG�DOORZV�WKLV�LWHP�RI����������DV�DQ�LQFUHDVH�LQ�RSHUDWLQJ�
H[SHQVH�WR�UHIOHFW�DFWXDO�FXUUHQW�SUHYDLOLQJ�FRQGLWLRQV��

���� 7KH� DGMXVWPHQW� SURSRVHG� E\� 0RQWDQD�'DNRWD� WR� LQFOXGH� DSSUR[LPDWHO\�
��������LQ�FRQWULEXWLRQV�WR�(QHUJ\�6KDUH�RI�1RUWK�'DNRWD�DQG�WKH�/LJQLWH�(QHUJ\�&RXQFLO�
DV�DOORZDEOH�RSHUDWLQJ�H[SHQVHV�ZDV�QRW�GLVSXWHG�E\�WKH�6WDII���7KH�&RPPLVVLRQ�ILQGV�VXFK�
FRQWULEXWLRQV�WR�EH�SURSHU�DQG�LQ�WKH�SXEOLF�LQWHUHVW�DQG�DFFRUGLQJO\�DOORZV�WKLV�LWHP�DV�DQ�
RSHUDWLQJ�H[SHQVH��
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���� 7KH�HYLGHQFH�RIIHUHG�E\�WKH�6WDII�QRWHG�ZKDW�LW�GHHPHG�WR�EH�DQ�DEQRUPDOO\�
KLJK�OHYHO�RI�RIILFH�VXSSOLHV�H[SHQVH�LQ�������DQG�DFFRUGLQJO\�6WDII�SURSRVHG�XVLQJ�D�ILJXUH�
UHSUHVHQWLQJ�D����LQFUHDVH�RYHU�WKH������OHYHO��UDWKHU�WKDQ�WKH�DFWXDO������OHYHO��UHVXOWLQJ�
LQ�D�SURSRVHG�GLVDOORZDQFH�RI����������LQ������H[SHQVHV�� �7KH�HYLGHQFH�SUHVHQWHG�E\�
0RQWDQD�'DNRWD��KRZHYHU��VKRZHG�WKDW�WKH������LQFUHDVH�UHVXOWHG�IURP�FRVWV�DVVRFLDWHG�
ZLWK� D� FRUSRUDWH� DLUFUDIW�� LQFUHDVHG� FRVWV� IRU� FRPSXWHU� LQIUDVWUXFWXUH� DQG� WHOHSKRQH�
H[SHQVH��DV�ZHOO�DV�VRPH�UHFODVVLILFDWLRQ�RI�IHHV�IURP�RWKHU�DFFRXQWV��DOO�RI�ZKLFK�ZLOO�EH�
FRQWLQXLQJ�FRVWV�RQ�D�\HDU�WR�\HDU�EDVLV��UDWKHU�WKDQ�RQH�WLPH�LQFUHDVHV�H[SHULHQFHG�RQO\�LQ�
�������7KH�&RPPLVVLRQ�ILQGV�WKDW�WKHVH�ZLOO�EH�DQQXDO�FRVWV�DQG�DFFRUGLQJO\�QR�DGMXVWPHQW�
IURP�DFWXDO������OHYHOV��VKRXOG�EH�PDGH��

���� %DVHG�RQ�WKH�DERYH�)LQGLQJV�RI�)DFW�DQG�WKH�UHVROXWLRQ�RI�FHUWDLQ�PDWWHUV�DV�
GLVFXVVHG�DERYH��WKH�&RPPLVVLRQ�ILQGV�WKDW�WKHUH�LV�QR�EDVLV�WR�VXSSRUW�D�UHYHQXH�UHGXFWLRQ�
LQ�0RQWDQD�'DNRWD=V� HOHFWULF� RSHUDWLRQV� DW� WKLV� WLPH�� � ,Q� IDFW�� WKHUH� H[LVWV� D� UHYHQXH�
GHILFLHQF\��EXW��DV�0RQWDQD�'DNRWD�KDV�QRW�VRXJKW�D�UDWH�LQFUHDVH��QRQH�LV�DSSURSULDWH�LQ�
WKLV�SURFHHGLQJ��
�
� &21&/86,216�2)�/$:�

��� 7KH�&RPPLVVLRQ�KDV�MXULVGLFWLRQ�RYHU�WKH�SDUWLHV�WR�DQG�WKH�VXEMHFW�PDWWHU�RI�
WKLV�SURFHHGLQJ��

��� 7KH�6WDII�EHDUV�WKH�EXUGHQ�RI�SURRI�LQ�WKLV�SURFHHGLQJ�WR�GHPRQVWUDWH�WKDW�D�
SUHSRQGHUDQFH�RI�WKH�HYLGHQFH�VKRZV�WKDW�0RQWDQD�'DNRWD=V�1RUWK�'DNRWD�HOHFWULF�UDWHV�
QRZ�LQ�HIIHFW�SURGXFH�UHYHQXHV�WKDW�DUH�H[FHVVLYH�DQG�WKHUHIRUH�DUH�QRW�MXVW�DQG�UHDVRQDEOH��

��� 7KH�SUHSRQGHUDQFH�RI�WKH�HYLGHQFH�GHPRQVWUDWHV�WKDW�WKH�FXUUHQW�0RQWDQD�
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'DNRWD�HOHFWULF�UDWHV�LQ�HIIHFW�LQ�1RUWK�'DNRWD�DUH�MXVW�DQG�UHDVRQDEOH��DQG�GR�QRW�SURGXFH�
UHYHQXHV�WKDW�DUH�H[FHVVLYH��

��� 7KH�FRPSODLQW�KHUHLQ�VKRXOG�DFFRUGLQJO\�EH�GLVPLVVHG��ZLWK�SUHMXGLFH��
�
�

)URP�WKH�IRUHJRLQJ�)LQGLQJV�RI�)DFW�DQG�&RQFOXVLRQV�RI�/DZ��WKH�&RPPLVVLRQ�PDNHV�
WKH�IROORZLQJ�
�
�
�
�
� 25'(5�
�

7KH�FRPSODLQW�KHUHLQ�LV�KHUHE\�LQ�DOO�WKLQJV�GLVPLVVHG��ZLWK�SUHMXGLFH��
�
%LVPDUFN��1RUWK�'DNRWD����$SULO�BBBB��������
�

38%/,&�6(59,&(�&200,66,21�
�

����
� BBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBB�

6XVDQ�(��:HIDOG��3UHVLGHQW�
�
�

BBBBBBBBBBBBBBBBBBBBBBBBBBB
BBBBB�
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/HR�0��5HLQEROG��&RPPLVVLRQHU�
�
�

BBBBBBBBBBBBBBBBBBBBBBBBBBB
BBBBB�

$QWKRQ\�7��&ODUN��&RPPLVVLRQHU���


