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opemior holding any remaining interest. 

in addition to the gas purchased from SCPPA, Pasadena wil! hn!d a perpetua! 
entitlement share of the under!ying gas reserve pr~per!ies? which :.:I!! be 
transferred tc! Pasadena upon the expirsticn cf the Contract. 

4 iA - -&-E . .  i-,-*--I!-# A - - 

I .  l u e r ~ ~ i ~ y  ruieriilal ncquisiiions: Fjetrie Parkman and Company is an expert 
in gas reserve property mergers and acquisitions, and they have heen. 
retained by SCPPA to assist the Coordinating Committee ir! identifying 
potential properties that meet the !n%-risk criteria described sbme, This 



step inciudes preiiminary discussions with potential sellers to solicit 
interest in divestiture: 

-:-I- n - - n ! s n  wmmxee  Eusiuaiim: a risk managemeiii siib-comiiiiiiee comprised 
~i gas pi~cii iemeii i  and fiiiance experis from each party io the 
Deveioprnerii Agreement, inciuaing Pasadena. The economic analysis will 
inciuae a comparison of the expected cost of gas from the acquisition to 
other long-term procurement alternatives; and, 

Offer Deve!opment: Based en input from Petrie Parkman, the independent 
en~ineer V :epo;t, 2nd the dsk commifiee re~ommendaiions, 2 super= 

. . . msj~ri iy of the Co~rdigatifig tsofimigee, ificiudifig Pasadzria, s f l i i i  
Amiclrrninn i i  en rkna .iA k.-. --A- ,, +LA -----,-_I _ .  ? ?L? - 
u u L G ~ ~ ~ ~ ~ ~  IG II a 1  I UIIGI PIIUUIU ut; I I I ~ U ~  UII L I I ~  prupubeu acqulslrlon. 

Funding Acqukition Costs 

PViP (2nd bvIII pr~vide cofit;ibuted c-pitai (pay cash) for their shaE of 
+he Drhiar.4 ..rk;a' ..,;ii i.. ..--...- -- i g r i - - : - - ~  n 11 
LllG I IuJF3CIL, VVI 1 1 ~ 1 8  WIII ~ I I U W I I  as rlujecr D. Anaheim and Coiton are 
requesting SCPPA to provide financing for their part of the Project, which will be 
known as "Project A." The Gas Saies Agreement will serve as the security for the 
bonds, including rate covenants and step-ups as required by the bond 
indentures; The Gas Sa!es Agreements - for ?rejects A m d  9 will only differ with 
regard - to the ?reject indebtedness, 
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2. SCPPA wiii seek to acquire properties oniy wnen they are forecast to 
provide gas ai a discount to other long-term gas resources, contracts, or 
forward market prices: 

4. The participants wiii have controi or iniiuence over on-going operations 
and capitai improvements that can increase or decrease the extractinr! 
rate as market conditions warrant; 



private counterparty that may be discharged through a ban~ruptcy proceeding. 
Also, lona-term gas supply contracts do not have the mitigating upside 
production potential previously discussed. 
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~ -~ . . .  a diversified poi?foiio of gas piopei?y acqiiisiiioiis iii differeiii iocaiioiis 

purchased at differeni times and perform extensive due aiiigence in assessing 
each property as described above. The economies of scale provided by the 
consortium under the Natural Gas Project Development Agreement 
("Deve!npment .Agreementv1) makes this diversificafinn p n ~ ~ i h ! ~ .  

Prepared by: 

Assistant Generai ~anager  
-Water and Power Department 
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City ~anager  
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water and Power Department 
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