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PART I. FINANCIAL INFORMATION
Item 1: Financial Statements
THE WALT DISNEY COMPANY
CONDENSED CONSOLIDATED STATEMENTS OF INCOME

(unaudited; in millions, except per share data)

Quarter Ended Nine Months Ended
July 3, June 27, July 3, June 27,
2010 2009 2010 2009
Revenues $ 10,002 $ 8,596 $ 28,321 $ 26,282
Costs and expenses (7,723) (6,998) (23,116) (22,180)
Restructuring and impairment charges (36) 1) (212) (326)
Other income 43 140 114
Net interest expense 89) (75) (322) (342)
Equity in the income of investees 139 155 382 449
Income before income taxes 2,336 1,657 5,193 3,997
Income taxes (831) (626) (1,846) (1,462)
Net income 1,505 1,031 3,347 2,535
Less: Net income attributable to noncontrolling interests 174) 77 (219) (123)
Net income attributable to The Walt Disney Company
(Disney) $ 1,331 $ 954 $ 3,128 $ 2,412
Earnings per share attributable to Disney:
Diluted $ 0.67 $ 0.51 $ 1.60 $ 1.29
Basic $ 0.68 $ 0.51 $ 1.63 $ 1.30
Weighted average number of common and common
equivalent shares outstanding:
Diluted 1,978 1,874 1,951 1,871
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Basic 1,945 1,857 1,917 1,855

See Notes to Condensed Consolidated Financial Statements
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THE WALT DISNEY COMPANY
CONDENSED CONSOLIDATED BALANCE SHEETS

(unaudited; in millions, except per share data)

July 3, October 3,
2010 2009
ASSETS
Current assets
Cash and cash equivalents $ 2,951 $ 3,417
Receivables 5,744 4,854
Inventories 1,322 1,271
Television costs 731 631
Deferred income taxes 1,162 1,140
Other current assets 691 576
Total current assets 12,601 11,889
Film and television costs 4,825 5,125
Investments 2,587 2,554
Parks, resorts and other property, at cost
Attractions, buildings and equipment 32,036 32,475
Accumulated depreciation (17,808) (17,395)
14,228 15,080
Projects in progress 1,811 1,350
Land 1,115 1,167
17,154 17,597
Intangible assets, net 5,065 2,247
Goodwill 23,709 21,683
Other assets 2,364 2,022
Total assets $ 68,305 $ 63,117
LIABILITIES AND EQUITY
Current liabilities
Accounts payable and other accrued liabilities $ 5,100 $ 5,616
Current portion of borrowings 1,823 1,206
Unearned royalties and other advances 2,566 2,112
Total current liabilities 9,489 8,934
Borrowings 10,804 11,495
Deferred income taxes 3,246 1,819
Other long-term liabilities 5,165 5,444
Commitments and contingencies
Disney Shareholders equity
Preferred stock, $.01 par value
Authorized 100 million shares, Issued none
Common stock, $.01 par value
Authorized 4.6 billion shares and 3.6 billion shares, Issued 2.7 billion shares and 2.6 billion
shares at July 3, 2010 and October 3, 2009, respectively 28,542 27,038
Retained earnings 33,493 31,033
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Accumulated other comprehensive loss (1,593)
60,442

Treasury stock, at cost, 767.7 million shares at July 3, 2010 and 781.7 million shares at
October 3, 2009 (22,483)
Total Disney Shareholders equity 37,959
Noncontrolling interests 1,642
Total equity 39,601
$ 68,305

Total liability and equity

See Notes to Condensed Consolidated Financial Statements

$

(1,644)
56,427
(22,693)

33,734
1,691

35,425

63,117
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CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

OPERATING ACTIVITIES

Net income

Depreciation and amortization

Gains on dispositions

Deferred income taxes

Equity in the income of investees

Cash distributions received from equity investees
Net change in film and television costs
Equity-based compensation

Impairment charges

Other

Changes in operating assets and liabilities:
Receivables

Inventories

Other assets

Accounts payable and other accrued liabilities
Income taxes

Cash provided by operations

INVESTING ACTIVITIES

Investments in parks, resorts and other property
Proceeds from dispositions

Acquisitions

Other

Cash used in investing activities

FINANCING ACTIVITIES

Commercial paper borrowings/(repayments), net
Borrowings

Reduction of borrowings

Dividends

Repurchases of common stock

Exercise of stock options and other

Cash used in financing activities
(Decrease)/increase in cash and cash equivalents
Cash and cash equivalents, beginning of period

Cash and cash equivalents, end of period

THE WALT DISNEY COMPANY

(unaudited; in millions)

$

$

Nine Months Ended
July 3, June 27,
2010 2009
3,347 $ 2,535
1,279 1,206
(118) (114)
464 283
(382) (449)
350 375
31 (280)
391 336
126 206
13 (72)
(711) 506
@) (71)
112 (382)
(319) (414)
(210) (84)
4,372 3,581
(1,313) (1,127)
170 185
(2,280) (169)
40) 1
(3,463) (1,110)
794 (1,985)
1,747
(579) (795)
(653) (648)
(1,489) (104)
552 (559)
(1,375) (2,344)
(466) 127
3,417 3,001
2,951 $ 3,128
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See Notes to Condensed Consolidated Financial Statements
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Beginning Balance
Net income

Other comprehensive income:

Market value adjustments for hedges
and investments

Pension and postretirement medical
adjustments

Foreign currency translation and other

Other comprehensive income

Comprehensive income
Equity compensation activity
Common stock repurchases
Acquisition of Jetix
Distributions and other

Ending Balance

THE WALT DISNEY COMPANY

CONDENSED CONSOLIDATED STATEMENTS OF EQUITY

Disney
Shareholders

$ 37,480

1,331

(22)

31
43)

(34)

1,297
436

(1,249)

&)

$ 37,959

(unaudited; in millions)

July 3, 2010

Non-
controlling
Interests

$ 1,489

174

(20)

(20)

154

ey

$ 1,642

Quarter Ended
Total Disney
Equity Shareholders
$ 38969 $33,272
1,505 954
(22) (110)
31 (8)
(63) 49
54) (69)
1,451 885
436 139
(1,249)
(6)
$ 39,601 $ 34,296

See Notes to Condensed Consolidated Financial Statements

June 27, 2009
Non-
controlling Total
Interests Equity
$ 1,027 $ 34,299
77 1,031
(110)
(®)
@) 42
@) (76)
70 955
139
) (@)
7 7
$ 1,102 $ 35,398



Edgar Filing: WALT DISNEY CO/ - Form 10-Q

CONDENSED CONSOLIDATED STATEMENTS OF EQUITY (cont d)

Beginning Balance
Net income

Other comprehensive income:

Market value adjustments for hedges
and investments

Pension and postretirement medical
adjustments

Foreign currency translation and other

Other comprehensive income

Comprehensive income
Equity compensation activity
Dividends

Common stock repurchases
Acquisition of Jetix
Acquisition of Marvel

Adoption of new pension and
postretirement medical plan
measurement date (net of tax of $37
million)

Distributions and other

Ending Balance

THE WALT DISNEY COMPANY

Disney
Shareholders

$ 33,734

3,128

@)

121
(68)

51

3,179
1,306
(653)

(1,489)

1,887

®)

$ 37,959

July 3, 2010
Non-
controlling
Interests

$ 1,691

219

(34)

(34)

185

90

(324)

$ 1,642

(unaudited; in millions)

Nine Months Ended
Total Disney
Equity Shareholders
$ 35425 $32,323
3,347 2412
2) 26
121 an
(102) (50)
17 41
3,364 2,371
1,306 287
(653) (648)
(1,489) (104)
1,977
65
(329) 2
$ 39,601 $ 34,296

See Notes to Condensed Consolidated Financial Statements

June 27, 2009

Non-
controlling
Interests

$ 1,344

123

(26)

(26)

97

(86)

(253)

$ 1,102

Total
Equity

$ 33,607

2,535

26

a7
(76)

(67)

2,468
287
(648)
(104)

(86)

65
(251)

$ 35,398

10
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THE WALT DISNEY COMPANY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(unaudited; tabular dollars in millions, except for per share data)

1. Principles of Consolidation

These Condensed Consolidated Financial Statements have been prepared in accordance with accounting principles generally accepted in the
United States of America (GAAP) for interim financial information and the instructions to Rule 10-01 of Regulation S-X. Accordingly, they do
not include all of the information and footnotes required by GAAP for complete financial statements. We believe that we have included all
normal recurring adjustments necessary for a fair statement of the results for the interim period. Operating results for the quarter and nine
months ended July 3, 2010 are not necessarily indicative of the results that may be expected for the year ending October 2, 2010. Certain
reclassifications have been made in the prior year financial statements to conform to the current year presentation.

These financial statements should be read in conjunction with the Company s 2009 Annual Report on Form 10-K as amended on Form 8-K dated
February 18, 2010.

In December 1999, DVD Financing, Inc. (DFI), a subsidiary of Disney Vacation Development, Inc. and an indirect subsidiary of the Company,
completed a receivables sale transaction that established a facility that permitted DFI to sell receivables arising from the sale of vacation club
memberships on a periodic basis. In connection with this facility, DFI prepares separate financial statements, although its separate assets and
liabilities are also consolidated in these financial statements. DFI s ability to sell new receivables under this facility ended on December 4, 2008.
(See Note 13 for further discussion of this facility)

The terms Company, we, us, and our are used in this report to refer collectively to the parent company and the subsidiaries through which our
various businesses are actually conducted.

2. Segment Information

The operating segments reported below are the segments of the Company for which separate financial information is available and for which
segment results are evaluated regularly by the Chief Executive Officer in deciding how to allocate resources and in assessing performance. The
Company reports the performance of its operating segments including equity in the income of investees, which consists primarily of cable
businesses included in the Media Networks segment.

Quarter Ended Nine Months Ended
July 3, June 27, July 3, June 27,
2010 2009 2010 2009

Revenues" :
Media Networks $ 4,729 $ 3,91 $ 12,748 $ 11,484
Parks and Resorts 2,831 2,751 7,942 7,823
Studio Entertainment 1,639 1,261 5,110 4,641
Consumer Products 606 510 1,948 1,779
Interactive Media 197 113 573 555

$ 10,002 $ 8,596 $ 28,321 $ 26,282
Segment operating income (loss) (V:
Media Networks $ 1,885 $ 1,319 $ 3,915 $ 3,280
Parks and Resorts 477 521 1,002 1,074
Studio Entertainment 123 (12) 589 188

11
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Consumer Products 117 96 493 458
Interactive Media (65) (75) (130) (181)
$ 2,537 $ 1,849 $ 5869 $ 4819
7

12
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THE WALT DISNEY COMPANY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(unaudited; tabular dollars in millions, except for per share data)

M Studio Entertainment segment revenues and operating income include an allocation of Consumer Products and Interactive Media revenues

which is meant to reflect royalties on sales of merchandise based on certain Studio film properties. The increases/(decreases) related to
these allocations on segment revenues and operating income as reported in the above table are as follows:

Quarter Ended Nine Months Ended
July 3, June 27, July 3, June 27,
2010 2009 2010 2009
Studio Entertainment $ 51 $ 21 $ 136 $ 98
Consumer Products (50) (20) (129) (85)
Interactive Media (€)] (1) 7 (13)
$ $ $

A reconciliation of segment operating income to income before income taxes is as follows:

Quarter Ended Nine Months Ended
July 3, June 27, July 3, June 27,

2010 2009 2010 2009
Segment operating income $ 2,537 $ 1,849 $ 5,869 $ 43819
Corporate and unallocated shared expenses (119) (96) (282) (268)
Restructuring and impairment charges 36) 21) (212) (326)
Other income 43 140 114
Net interest expense 89) (75) (322) (342)
Income before income taxes $ 2,336 $ 1,657 $ 5,193 $ 3,997

3. Acquisitions
The Disney Store Japan

On March 31, 2010, the Company acquired all of the outstanding shares of Retail Networks Company Limited (The Disney Store Japan) in
exchange for a $17 million note. At the time of the acquisition, The Disney Store Japan had a cash balance of $13 million. In connection with
the acquisition, the Company recognized a $22 million non-cash gain from the deemed termination of the existing licensing arrangement. The
gain is reported in  Other income in the fiscal 2010 Condensed Consolidated Statement of Income.

Marvel

On December 31, 2009, the Company completed a cash and stock acquisition for the outstanding capital stock of Marvel Entertainment, Inc.
(Marvel), a character-based entertainment company. Disney believes that this acquisition is consistent with the Company s strategic value
creation through utilization of intellectual properties across Disney s multiple platforms and territories.

The acquisition purchase price totaled $4.2 billion. In accordance with the terms of the acquisition, Marvel shareholders received $30 per share
in cash and 0.7452 Disney shares for each Marvel share they owned. In total, the Company paid $2.4 billion in cash and distributed shares
valued at $1.9 billion (approximately 59 million shares of Disney common stock at a price of $32.25).

13
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The Company is required to allocate the purchase price to tangible and identifiable intangible assets acquired and liabilities assumed based on
their fair values. The excess of the purchase price over those fair values is recorded as goodwill. The Company is in the process of finalizing the
valuation of the assets acquired and liabilities assumed and therefore, the fair values set forth below are subject to adjustment once the valuations
are completed.

14
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THE WALT DISNEY COMPANY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(unaudited; tabular dollars in millions, except for per share data)

The following table summarizes our preliminary allocation of the purchase price:

Estimated Fair

Value

Cash and cash equivalents $ 105
Accounts receivable and other assets 137
Film costs 304
Intangible assets 2,870
Goodwill 2,269
Total assets acquired 5,685
Accounts payable and other liabilities (320)
Deferred income taxes (1,033)
Total liabilities assumed (1,353)
Noncontrolling interests 90)

$ 4,242

Intangible assets primarily consist of character-based intellectual property with an estimated useful life of approximately 40 years.

The goodwill reflects the value to Disney from leveraging Marvel intellectual property across our distribution channels, taking advantage of
Disney s established global reach. The goodwill recorded as part of this acquisition is not amortizable for tax purposes.

Jetix Europe

In December 2008, the Company acquired an additional 26% interest in Jetix Europe N.V., a publicly traded pan-European kids entertainment
company, for approximately $354 million (bringing our total ownership interest to over 99%). The Company currently intends to acquire the
remaining outstanding shares through statutory buy-out proceedings.

urv

On May 9, 2008, the Company acquired a 24% interest (bringing its undiluted interest to 37%) in UTV Software Communications Limited
(UTV), a media company headquartered and publicly traded in India, for approximately $197 million. In accordance with Indian securities
regulations, the Company was required to make an open tender offer to purchase up to an additional 23% of UTV s publicly traded voting shares
for a price equivalent to the May 9th, 2008 Indian rupee purchase price. In November 2008, the Company completed the open offer and acquired
an incremental 23% of UTV s voting shares for approximately $138 million bringing its undiluted interest to 60%. Due to the change in the
exchange rate between the US dollar and the Indian rupee from May to November, the US dollar price per share was lower in November than in
May. UTV s founder has a four-year option which expires in November 2012 to buy all or a portion of the shares acquired by the Company
during the open-offer period at a price no less than the Company s open-offer price. If the trading price upon exercise of the option exceeds the
price paid by the Company, then the option price is capped at the Company s open-offer price plus a 10% annual return. The Company does not
have the right to vote the shares subject to the option until the expiration of the option and accordingly the Company s ownership interest in
voting shares is 48%. In addition to the acquisition of UTV, on August 5, 2008, the Company invested $28 million in a UTV subsidiary, UTV
Global Broadcasting Limited (along with UTV, the UTV Group ). The Company s investment in the UTV Group is accounted for under the
equity method.

15
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THE WALT DISNEY COMPANY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(unaudited; tabular dollars in millions, except for per share data)

In fiscal 2009, the Company recorded non-cash impairment charges totaling $65 million, based on the Company s internal valuation of the UTV
business, which was estimated using a discounted cash flow model. The trading value of UTV stock has experienced considerable fluctuation,
and the Company s carrying value of its investment in the UTV Group, which is $252 million as of July 3, 2010, has exceeded the trading value

by a significant amount at times. The Company will continue to monitor the recoverability of its investment in the UTV Group.

In January 2010, UTV issued additional stock in exchange for the outstanding noncontrolling interest of one of its subsidiaries diluting the

Company s direct interest in UTV to 50% (39% voting interest) while increasing the indirect interest in the subsidiary.
Goodwill

The changes in the carrying amount of goodwill for the nine months ended July 3, 2010, are as follows:

Media Parks and Studio Consumer Interactive

Networks Resorts Entertainment Products Media
Goodwill $ 15,744 $ 172 $ 4,737 $ 422 $ 637
Accumulated Impairments (29)
Balance at Oct. 3, 2009 15,744 172 4,737 422 608
Acquisitions " 528 1,499 271
Disposition 3) )
Other, net 8) 1 (250) (1)
Balance at Jul. 3, 2010 $ 15,733 $ 171 $ 5,015 $ 1,911 $ 879

Total
$21,712
(29)

21,683

2,298
(12)
(260)

$ 23,709

@ During the nine months ended July 3, 2010, the Company completed the acquisition of Marvel and recorded $2,269 million of goodwill.

See discussion above on the Marvel acquisition.

@ On July 29, 2010, the Company entered into an agreement to sell the majority of the assets of the Miramax business. The Miramax assets
along with $232 million of allocable goodwill have been classified as held for sale and reported in Other Assets in the fiscal 2010

Condensed Consolidated Balance Sheet. See Note 16 for further details.
Intangibles

The Company s intangible assets are as follows:

July 3,
2010

Copyrights and other character intangibles $ 3,115
Other amortizable intangible assets 301
Accumulated amortization (325)
Net amortizable intangible assets 3,091
FCC licenses 736
Trademarks 1,218

October 3,
2009

$ 358

296

(249)

405

713
1,109

17



Other indefinite lived intangible assets

Total intangible assets
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10

20

$ 5,065

20

$ 2,247

18
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THE WALT DISNEY COMPANY

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(unaudited; tabular dollars in millions, except for per share data)

Amortization expense was $75 million and $40 million for the nine months ended July 3, 2010 and June 27, 2009, respectively. As a result of
the acquisition of Marvel, intangible assets increased by $2.9 billion. The Company expects its aggregate annual amortization expense for
existing amortizable intangible assets for fiscal years 2010 through 2014 to be as follows:

2010
2011
2012
2013
2014

106
121
117
109
106

Amortizable intangible assets are generally amortized on a straight-line basis over periods up to 40 years. The costs to periodically renew our
intangible assets are expensed as incurred. The Company has determined that there are currently no legal, competitive, economic or other factors

that materially limit the useful life of our FCC licenses and trademarks.

4. Dispositions

On May 12, 2010, the Company sold the rights and assets related to the Power Rangers property for $65 million, resulting in a pre-tax gain of

$43 million reported in  Other income in the Fiscal 2010 Condensed Consolidated Statements of Income.

On January 27, 2010, the Company sold its investment in a pay television service in Europe for $78 million, resulting in a pre-tax gain of $48
million reported in  Other income in the Fiscal 2010 Condensed Consolidated Statement of Income.

On November 25, 2009, the Company sold its investment in a television service in Europe for $37 million, resulting in a pre-tax gain of $27
million reported in  Other income in the Fiscal 2010 Condensed Consolidated Statement of Income.

On December 22, 2008, the Company sold its investment in two pay television services in Latin America, for approximately $185 million,
resulting in a pre-tax gain of $114 million reported in Other income in the Fiscal 2009 Condensed Consolidated Statement of Income.

S. Borrowings

During the nine months ended July 3, 2010, the Company s borrowing activity was as follows:

Commercial paper borrowings

U.S. medium-term notes

European medium-term notes

Other foreign currency denominated debt
Film financing

Other

Euro Disney borrowings”

October 3,
2009
$
7,618
347
904
350
614
2,344

Additions Payments
$ 79 $

(50)

(88)

(350)

o1

$

Other
Activity

3
5
22

15
(307)

July 3,
2010

794
7,571
264
926

629
1,946

19
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Hong Kong Disneyland borrowings 524 27) 497

Total

@

$ 12,701 $ 794 $ (579) $ (289) $ 12,627

The other activity is primarily the impact of foreign currency translation as a result of the strengthening of the U.S. dollar against the Euro.

11
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THE WALT DISNEY COMPANY

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(unaudited; tabular dollars in millions, except for per share data)

6. Euro Disney and Hong Kong Disneyland

The Company has a 51% effective ownership interest in the operations of Euro Disney and a 47% ownership interest in the operations of Hong
Kong Disneyland, both of which are consolidated in the Company s financial statements.

The following table presents summarized balance sheet information for the Company as of July 3, 2010, reflecting the impact of consolidating

the balance sheets of Euro Disney and Hong Kong Disneyland.

Cash and cash equivalents $
Other current assets

Total current assets
Investments
Fixed assets
Other assets

Total assets $

Current portion of borrowings $
Other current liabilities

Total current liabilities

Borrowings

Deferred income taxes and other long-term liabilities
Equity

Total liabilities and equity $

Before Euro

Disney and

Hong Kong

Disneyland
Consolidation

2,425

9,442

11,867

3,506
13,196
35,933

64,502

1,675
7,164

8,839
8,509
8,277
38,877

64,502

Euro Disney,
Hong Kong
Disneyland and
Adjustments
$ 526

208

734
919)
3,958
30

$ 3,803

$ 148
502

650
2,295
134
724

$ 3,803

Total
$ 20951
9,650

12,601

2,587
17,154
35,963

$ 68,305

$ 1,823
7,666

9,489
10,804
8,411
39,601

$ 68,305

The following table presents summarized income statement information of the Company for the nine months ended July 3, 2010, reflecting the
impact of consolidating the income statements of Euro Disney and Hong Kong Disneyland.

Revenues
Cost and expenses
Restructuring and impairment charges

Before Euro

Disney and
Hong Kong
Disneyland
Consolidation
$ 26,853
(21,610)
(212)

Euro Disney,
Hong Kong
Disneyland and
Adjustments
$ 1,468

(1,506)

Total

$ 28,321
(23,116)
212)

21



Other income
Net interest expense
Equity in the income of investees

Income before income taxes
Income taxes

Net income
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140
(238)
320

5,253
(1,837)

$ 3,416 $

12

(84)
62

(60)
(©)]

(69)

140
(322)
382

5,193
(1,846)

$ 3347
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THE WALT DISNEY COMPANY

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(unaudited; tabular dollars in millions, except for per share data)

The following table presents summarized cash flow statement information of the Company for the nine months ended July 3, 2010, reflecting the

impact of consolidating the cash flow statements of Euro Disney and Hong Kong Disneyland.

Before Euro

Disney and
Hong Kong
Disneyland
Consolidation
Cash provided by operations $ 4,179
Investments in parks, resorts and other property (1,165)
Other investing activities (2,194)
Cash used by financing activities (1,206)
Decrease in cash and cash equivalents (386)
Cash and cash equivalents, beginning of period 2,811
Cash and cash equivalents, end of period $ 2,425
7. Pension and Other Benefit Programs
The components of net periodic benefit cost are as follows:
Pension Plans
Quarter Ended Nine Months Ended
July 3, June 27, July 3, June 27,
2010 2009 2010 2009
Service cost $ 66 $ 42 $ 198 $ 125
Interest cost 99 91 297 272
Expected return on plan assets (104) 93) (311) 279)
Amortization of prior year service
costs 3 4 10 11
Recognized net actuarial loss 39 3) 116 @)
Net periodic benefit cost $ 103 $ 41 $ 310 $ 122

Euro Disney,

Hong Kong
Disneyland
and
Adjustments Total
$ 193 $ 4372
(148) (1,313)
44 (2,150)
(169) (1,375)
(80) (466)
606 3417
$ 526 $ 2951

Postretirement Medical Plans

Quarter Ended Nine Months Ended
July 3,  June 27, July 3, June 27,
2010 2009 2010 2009

$ 5 $ 5 $ 16 $ 13
17 17 52 53
(6) (6) 19) (19)

(1) @ (2)
2 ) 5 (6)
$18 $13 $ 53 $ 39

During the nine months ended July 3, 2010, the Company made contributions to its pension and postretirement medical plans totaling $409
million, which included discretionary contributions above the minimum requirements for our pension plans. The Company does not anticipate
making any material contributions to its pension and postretirement medical plans during the remainder of fiscal 2010.
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THE WALT DISNEY COMPANY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(unaudited; tabular dollars in millions, except for per share data)

8. Earnings Per Share

Diluted earnings per share amounts are based upon the weighted average number of common and common equivalent shares outstanding during
the period and are calculated using the treasury stock method for equity-based compensation awards (Awards). A reconciliation of the weighted
average number of common and common equivalent shares outstanding and Awards excluded from the diluted earnings per share calculation, as
they were anti-dilutive, are as follows:

Quarter Ended Nine Months Ended
July 3, June 27, July 3, June 27,
2010 2009 2010 2009
Shares (in millions):
Weighted average number of common shares outstanding (basic) 1,945 1,857 1,917 1,855
Weighted average dilutive impact of equity-based compensation awards 33 17 34 16
Weighted average number of common and common equivalent shares
outstanding (diluted) 1,978 1,874 1,951 1,871
Awards excluded from diluted earnings per share 14 149 39 155

9. Equity

The Company declared a $653 million dividend ($0.35 per share) on December 2, 2009 related to fiscal 2009 for shareholders of record on
December 14, 2009, which was paid on January 19, 2010. The Company paid a $648 million dividend ($0.35 per share) during the third quarter
of fiscal 2009 related to fiscal 2008.

During the nine months ended July 3, 2010, the Company repurchased 45 million shares of its common stock for approximately $1.5 billion. As
of July 3, 2010, the Company had remaining authorization in place to repurchase approximately 134 million additional shares. The repurchase
program does not have an expiration date.

The Company received proceeds of $1.1 billion from the exercise of 43 million employee stock options during the nine months ended July 3,
2010.

Accumulated other comprehensive income (loss), net of tax, is as follows:

July 3, October 3,

2010 2009
Market value adjustments for investments and hedges $ 16 $ 18
Foreign currency translation and other 37 105
Unrecognized pension and postretirement medical expense (1,646) (1,767)
Accumulated other comprehensive income (loss) @ $ (1,593) $  (1,644)

25



@

Edgar Filing: WALT DISNEY CO/ - Form 10-Q

Accumulated other comprehensive income (loss) and components of other comprehensive income (loss) are net of 37% estimated tax
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THE WALT DISNEY COMPANY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(unaudited; tabular dollars in millions, except for per share data)

10. Equity-Based Compensation

The amount of compensation expense related to stock options and restricted stock units (RSUs) is as follows:

Quarter Ended Nine Months Ended
July3,  June27, July3, Table of Contents
2010 2009 2010

When the aggregate amount of Excess
Proceeds then exceeds $25.0 million,
within 10 days the Company will make a
pro rata offer (an “Asset Sale Offer”) to all
Holders of notes, and all holders of other
Indebtedness that is pari passu with the
notes containing provisions similar to
those set forth in the indenture with
respect to offers to purchase or redeem
with the proceeds of sales of assets, to
purchase the maximum principal amount
of notes and such other pari passu
Indebtedness that may be purchased out
of the Excess Proceeds. The offer price in
any Asset Sale Offer will be equal to
100% of the principal amount plus
accrued and unpaid interest, if any, to the
date of settlement, subject to the right of
holders of record on the relevant record
date to receive interest due on an interest
payment date that is on or prior to the date
of settlement, and will be payable in cash.
If any Excess Proceeds remain after
consummation of an Asset Sale Offer, the
Company or any Restricted Subsidiary
may use those Excess Proceeds for any
purpose not otherwise prohibited by the
indenture. If the aggregate principal
amount of notes tendered into such Asset
Sale Offer exceeds the amount of Excess
Proceeds allocated to the purchase of
notes, the trustee will select the notes to
be purchased on a pro rata basis (with
such adjustments as may be deemed
appropriate by the Company so that only
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notes in denominations of $2,000, or an
integral multiple of $1,000 in excess
thereof, will be purchased). Upon
completion of each Asset Sale Offer, the
amount of Excess Proceeds will be reset
at zero.

The Company will comply with the
requirements of Rule 14e-1 under the
Exchange Act and any other securities
laws and regulations thereunder to the
extent those laws and regulations are
applicable in connection with each
repurchase of notes pursuant to an Asset
Sale Offer. To the extent that the
provisions of any securities laws or
regulations conflict with the “Asset Sales’
provisions of the indenture, the Company
will comply with the applicable securities
laws and regulations and will not be
deemed to have breached its obligations
under the “Asset Sales” provisions of the
indenture by virtue of such conflict.

)

Certain Covenants
Restricted Payments

The Company will not, and will not
permit any of its Restricted Subsidiaries
to, directly or indirectly:

declare or pay any dividend or make
any other payment or distribution on
account of the Company’s or any of its
Restricted Subsidiaries’ Equity
Interests (including, without
limitation, any payment in connection
with any merger or consolidation
involving the Company or any of its
Restricted Subsidiaries) or to the

(1)direct or indirect holders of the
Company’s or any of its Restricted
Subsidiaries’ Equity Interests in their
capacity as such (other than dividends
or distributions payable in Equity
Interests (other than Disqualified
Equity Interest) of the Company or
payable to the Company or a
Restricted Subsidiary of the
Company);
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purchase, redeem or otherwise acquire
or retire for value (including, without
limitation, in connection with any

(2)merger or consolidation involving the
Company) any Equity Interests of the
Company or any direct or indirect
parent of the Company;

make any payment on or with respect
to, or purchase, redeem, defease or
otherwise acquire or retire for value
any Indebtedness that is subordinated
to the notes or the Subsidiary
Guarantees, except a payment of
interest or principal within 180 days
of the Stated Maturity thereof; or

3)

make any Restricted Investment (all
such payments and other actions set
forth in these clauses (1) through (4)
above being collectively referred to as
“Restricted Payments”), unless, at the
time of and after giving effect to such
Restricted Payment, no Default
(except a Reporting Default) or Event
of Default has occurred and is
continuing or would occur as a
consequence of such Restricted
Payment and either:

“)

if the Fixed Charge Coverage Ratio
for the Company’s most recently
ended four full fiscal quarters for
which internal financial statements
are available at the time of such
Restricted Payment is not less than
1.75 to 1.0, such Restricted Payment,
together with the aggregate amount of

(5)all other Restricted Payments made
by the Company and its Restricted
Subsidiaries (excluding Restricted
Payments permitted by clauses (2),
(3), (4) and (5) of the next succeeding
paragraph) with respect to the quarter
for which such Restricted Payment is
made, is less than the sum, without
duplication, of:

29
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Available Cash with respect to the
(i) Company’s preceding fiscal quarter,
plus

100% of the aggregate net cash
proceeds received by the Company
(including the fair market value of
any Permitted Business or long-term
assets that are used or useful in a
Permitted Business to the extent
acquired in consideration of Equity
Interests of the Company (other than
Disqualified Equity Interest)) after the
date of the indenture as a contribution
to its common equity capital or from
the issue or sale of Equity Interests of
the Company (other than Disqualified
Equity Interest) or from the issue or
sale of convertible or exchangeable
Disqualified Equity Interest or
convertible or exchangeable debt
securities of the Company that have
been converted into or exchanged for
such Equity Interests (other than
Equity Interests (or Disqualified
Equity Interest or debt securities) sold
to a Restricted Subsidiary of the
Company), plus

(i)

to the extent that any Restricted
Investment that was made after the
date of the indenture is sold for cash
or otherwise liquidated or repaid for
cash, the lesser of (i) the cash return
of capital with respect to such
Restricted Investment (less the cost
of disposition, if any) and (ii) the
initial amount of such Restricted
Investment, plus

(iii)

(iv)the net reduction in Restricted
Investments resulting from
dividends, repayments of loans or
advances, or other transfers of assets
in each case to the Company or any
of its Restricted Subsidiaries from
any Person (including, without
limitation, Unrestricted Subsidiaries)
or from redesignations of
Unrestricted Subsidiaries as
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)

Restricted Subsidiaries, to the extent
such amounts have not been included
in Available Cash for any period
commencing on or after the date of
the indenture (items (b), (¢) and (d)
being referred to as “Incremental
Funds”), minus

the aggregate amount of Incremental
Funds previously expended pursuant
to this clause (1) and clause (2)
below; or

if the Fixed Charge Coverage Ratio
for the Company’s most recently
ended four full fiscal quarters for
which internal financial statements
are available at the time of such
Restricted Payment is less than 1.75
to 1.00, such Restricted Payment,
together with the aggregate amount of
all other Restricted Payments made
by the Company and its Restricted

(6) Subsidiaries (excluding Restricted

®

Payments permitted by clauses (2),
(3), (4) and (5) of the next succeeding
paragraph) with respect to the quarter
for which such Restricted Payment is
made (such Restricted Payments for
purposes of this clause (2) meaning
only distributions on limited
partnership interests of the Company),
is less than the sum, without
duplication, of:

$150.0 million less the aggregate
amount of all prior Restricted
Payments made by the Company and
its Restricted Subsidiaries pursuant to
this clause (2)(a) since the date of the
indenture, plus

Incremental Funds to the extent not

(ii) previously expended pursuant to this

clause (2) or clause (1) above.

So long as no Default (except a Reporting
Default) or Event of Default has occurred
and is continuing or would be caused
thereby (except with respect to clause (1)
below under which the payment of a
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distribution or dividend is permitted), the
preceding provisions will not prohibit:

the payment of any dividend or
distribution within 60 days after the
date of its declaration, if at the date of
declaration the payment would have
complied with the provisions of the
indenture;

30
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2

3)

“)

®)

the purchase, redemption, defeasance
or other acquisition or retirement for
value of any subordinated
Indebtedness of the Company or any
Guarantor or of any Equity Interests
of the Company in exchange for, or
out of the net cash proceeds of the
substantially concurrent (a)
contribution (other than from a
Restricted Subsidiary of the
Company) to the equity capital of the
Company or (b) sale (other than to a
Restricted Subsidiary of the
Company) of, Equity Interests of the
Company (other than Disqualified
Equity Interest), with a sale being
deemed substantially concurrent if
such purchase, redemption,
defeasance or other acquisition or
retirement for value occurs not more
than 120 days after such sale;
provided, however, that the amount of
any such net cash proceeds that are
utilized for any such purchase,
redemption, defeasance or other
acquisition or retirement for value
will be excluded or deducted from the
calculation of Available Cash and
Incremental Funds;

the purchase, redemption, defeasance
or other acquisition or retirement for
value of subordinated Indebtedness of
the Company or any Guarantor with
the net cash proceeds from an
incurrence of, or in exchange for,
Permitted Refinancing Indebtedness;

the payment of any dividend or
distribution by a Restricted Subsidiary
of the Company to the holders of its
Equity Interests on a pro rata basis; or

the purchase, redemption or other
acquisition or retirement for value of
any Equity Interests of the Company
or any Restricted Subsidiary of the
Company pursuant to any director or
employee equity subscription
agreement or equity option agreement
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or other employee benefit plan or to
satisfy obligations under any Equity
Interests appreciation rights or option
plan or similar arrangement; provided
that the aggregate price paid for all
such purchased, redeemed, acquired
or retired Equity Interests may not
exceed $5.0 million in any calendar
year, with unused amounts in any
calendar year being carried over to
succeeding calendar years subject to a
maximum of $15.0 million in any
calendar year.

The amount of all Restricted Payments
(other than cash) will be the fair market
value, on the date of the Restricted
Payment, of the Restricted Investment
proposed to be made or the asset(s) or
securities proposed to be transferred or
issued by the Company or such Restricted
Subsidiary, as the case may be, pursuant
to the Restricted Payment, except that the
fair market value of any non-cash
dividend or distribution paid within 60
days after the date of its declaration shall
be determined as of such date. The fair
market value of any Restricted
Investment, assets or securities that are
required to be valued by this covenant
shall be determined in accordance with
the definition of that term. For purposes
of determining compliance with this
“Restricted Payments” covenant, (x) in the
event that a Restricted Payment meets the
criteria of more than one of the categories
of Restricted Payments described in the
clauses (1) through (5) of the next
preceding paragraph of this covenant, or
is permitted pursuant to the first
paragraph of this covenant, the Company
will be permitted to classify (or later
classify or reclassify in whole or in part in
its sole discretion) such Restricted
Payment (or portion thereof) on the date
made or later reclassify such Restricted
Payment (or portion thereof) in any
manner that complies with this covenant;
and (y) in the event a Restricted Payment
is made pursuant to clause (1) or (2) of
the first paragraph of this covenant, the
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Company will be permitted to classify
whether all or any portion thereof is being
(and in the absence of such classification
shall be deemed to have classified the
minimum amount possible as having
been) made with Incremental Funds.

Incurrence of Indebtedness and Issuance
of Disqualified Equity Interests

The Company will not, and will not
permit any of its Restricted Subsidiaries
to, directly or indirectly, create, incur,
issue, assume, guarantee or otherwise
become directly or indirectly liable,
contingently or otherwise, with respect to
(collectively, “incur”’) any Indebtedness
(including Acquired Debt), and the
Company will not, and will not permit
any of its Restricted Subsidiaries to, issue
any Disqualified Equity Interests;
provided, however, that the Company and
any of its Restricted Subsidiaries may
incur Indebtedness (including Acquired
Debt) or issue Disqualified Equity
Interests, if the Fixed Charge Coverage
Ratio for the Company’s most recently
ended four full fiscal quarters for which
internal financial statements are available
immediately preceding the date on which
such additional Indebtedness is incurred
or such Disqualified Equity Interest are
issued would have been at least 2.0 to 1.0,
determined on a pro forma basis
(including a pro forma application of the
net proceeds therefrom), as if the
additional Indebtedness had been incurred
or Disqualified Equity Interest had been
issued, as the case may be, at the
beginning of such four-quarter period.

31
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The first paragraph of this covenant will
not prohibit the incurrence of any of the
following items of Indebtedness
(collectively, “Permitted Debt”) or the
issuance of any Disqualified Equity
Interests described in clause (11) below:

the incurrence by the Company or any
of its Restricted Subsidiaries of
Indebtedness (including letters of
credit) under one or more Credit
Facilities in an aggregate principal
amount at any one time outstanding
under this clause (1) after giving
effect to such incurrence (with letters

(1)of credit being deemed to have a
principal amount equal to the
maximum potential liability of the
Company and its Subsidiaries
thereunder) not to exceed $170.0
million plus an amount equal to the
greater of $120.0 million and 20.0%
of the Company’s Consolidated Net
Tangible Assets;

the incurrence by the Company or its
Restricted Subsidiaries of the Existing
Indebtedness (other than Indebtedness
under clause (3));

2

the incurrence by the Company and
the Guarantors of Indebtedness
represented by (a) the notes issued
and sold in this offering and the
related Subsidiary Guarantees to be
issued on the date of the indenture and
(b) the Exchange Notes and the
related Subsidiary Guarantees issued
pursuant to any registration rights
agreement;

3)

(4)the incurrence by the Company or any
of its Restricted Subsidiaries of
Indebtedness represented by Capital
Lease Obligations, mortgage
financings or purchase money
obligations, in each case, incurred for
the purpose of financing all or any
part of the purchase price or cost of
construction or improvement of
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property, plant or equipment used in
the business of the Company or such
Restricted Subsidiary (or Capital
Stock of an entity owning such),
provided that after giving effect to
any such incurrence, the principal
amount of all Indebtedness incurred
pursuant to this clause (4) and then
outstanding, including all Permitted
Refinancing Indebtedness incurred to
extend, refinance, renew, replace,
defease or refund any Indebtedness
incurred pursuant to this clause (4),
does not exceed the greater of (a)
$40.0 million or (b) 5.0% of the
Company’s Consolidated Net Tangible
Assets at such time;

the incurrence by the Company or any
of its Restricted Subsidiaries of
Permitted Refinancing Indebtedness
in exchange for, or the net proceeds of
which are used to extend, refinance,

(5)renew, replace, defease or refund
Indebtedness that was permitted by
the indenture to be incurred under the
first paragraph of this covenant or
clause (2) or (3) of this paragraph or
this clause (5);

the incurrence by the Company or any
of its Restricted Subsidiaries of
intercompany Indebtedness between
or among the Company and any of its
Restricted Subsidiaries; provided,
however, that:

(6)

if the Company is the obligor on such
Indebtedness and a Guarantor is not
the obligee, such Indebtedness must be
expressly subordinated to the prior
payment in full in cash of all
Obligations with respect to the notes,
or if a Guarantor is the obligor on such
Indebtedness and neither the Company
nor another Guarantor is the obligee,
such Indebtedness must be expressly
subordinated to the prior payment in
full in cash of all Obligations with
respect to the Subsidiary Guarantee of
such Guarantor; and

®
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(i) any subsequent issuance or transfer
of Equity Interests that results in any
such Indebtedness being held by a
Person other than the Company or a
Restricted Subsidiary of the Company
and (ii) any sale or other transfer of
any such Indebtedness to a Person

(ii)that is neither the Company nor a

Restricted Subsidiary of the Company
will be deemed, in each case, to
constitute an incurrence of such
Indebtedness by the Company or such
Restricted Subsidiary, as the case may
be, that was not permitted by this
clause (6);

the incurrence by the Company or any

(7)of its Restricted Subsidiaries of

32

Hedging Obligations;

38



Edgar Filing: WALT DISNEY CO/ - Form 10-Q

Table of Contents
the incurrence by the Company or any
of its Restricted Subsidiaries of
Acquired Debt in connection with a

(8)merger or consolidation meeting any

one of the financial tests set forth in
clause (4) under the caption “—Merger,
Consolidation or Sale of Assets™;

the guarantee by the Company or any
of its Restricted Subsidiaries of
Indebtedness of the Company or any
of its Restricted Subsidiaries that was
permitted to be incurred by another
provision of this covenant; provided
that if the Indebtedness being
guaranteed is subordinated to or pari
passu with the notes, then the
guarantee shall be subordinated or
pari passu, as applicable, to the same
extent as the Indebtedness guaranteed;

€))

the incurrence by the Company or
any of its Restricted Subsidiaries of
Indebtedness in respect of bid,
performance, surety and similar
bonds issued for the account of the
Company and any of its Restricted
Subsidiaries in the ordinary course
of business, including guarantees
and obligations of the Company or
any of its Restricted Subsidiaries
with respect to letters of credit
supporting such obligations (in each
case other than an obligation for
money borrowed);

(10)

the issuance by any of the Company’s
Restricted Subsidiaries to the
(11)Company or to any of its Restricted
Subsidiaries of any preferred
securities; provided, however, that:

any subsequent issuance or transfer of
Equity Interests that results in any
such preferred securities being held by
a Person other than the Company or a
Restricted Subsidiary of the Companys;
and

@

(ii)
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any sale or other transfer of any such
preferred securities to a Person that is
not either the Company or a
Restricted Subsidiary of the Company
shall be deemed, in each case, to
constitute an issuance of such
preferred securities by such Restricted
Subsidiary that was not permitted by
this clause (11); and

the incurrence by the Company or
any of its Restricted Subsidiaries of
additional Indebtedness in an
aggregate principal amount then
outstanding, not to exceed the

greater of (a) $40.0 million or (b)
5.0% of the Company’s Consolidated
Net Tangible Assets.

12)

The Company will not incur, and will not
permit Finance Corp. or any Guarantor to
incur, any Indebtedness (including
Permitted Debt) that is contractually
subordinated in right of payment to any
other Indebtedness of the Company,
Finance Corp. or such Guarantor unless
such Indebtedness is also contractually
subordinated in right of payment to the
notes and the applicable Subsidiary
Guarantee on substantially identical
terms; provided, however, that no
Indebtedness of a Person will be deemed
to be contractually subordinated in right
of payment to any other Indebtedness of
such Person solely by virtue of being
unsecured or by virtue of being secured
on a first or junior Lien basis.

For purposes of determining compliance
with this “Incurrence of Indebtedness and
Issuance of Disqualified Equity Interests”
covenant, in the event that an item of
Indebtedness (including Acquired Debt)
meets the criteria of more than one of the
categories of Permitted Debt described in
clauses (1) through (12) above, or is
entitled to be incurred pursuant to the first
paragraph of this covenant, the Company
will be permitted to classify (or later
classify or reclassify in whole or in part in
its sole discretion) such item of
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Indebtedness in any manner that complies
with this covenant. Any Indebtedness
under the Credit Facilities on the date of
the indenture shall be considered incurred
under clause (1) of the second paragraph
of this covenant and will not later be
reclassified.

The accrual of interest, the accretion or
amortization of original issue discount,
the payment of interest on any
Indebtedness in the form of additional
Indebtedness with the same terms, and the
payment of dividends on Disqualified
Equity Interest in the form of additional
shares of the same class of Disqualified
Equity Interest will not be deemed to be
an incurrence of Indebtedness or an
issuance of Disqualified Equity Interest
for purposes of this covenant; provided, in
each such case, that the amount thereof is
included in Fixed Charges of the
Company as accrued. Notwithstanding
any other provision of this covenant, the
maximum amount of Indebtedness that
the Company or any Restricted Subsidiary
may incur pursuant to this covenant will
not be deemed to be exceeded solely as a
result of fluctuations in exchange rates or
currency values. Further, the accounting
reclassification of any obligation of the
Company or any of its Restricted
Subsidiaries as Indebtedness will not be
deemed an incurrence of Indebtedness for
purposes of this covenant.

33
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Liens

The Company will not, and will not
permit any of its Restricted Subsidiaries
to, create, incur, assume or otherwise
cause or suffer to exist or become
effective any Lien of any kind (other than
Permitted Liens) securing Indebtedness or
Attributable Debt upon any of their
property or assets, now owned or
hereafter acquired, unless the notes or any
Subsidiary Guarantee of such Restricted
Subsidiary, as applicable, is secured on an
equal and ratable basis with (or on a
senior basis to, in the case of obligations
subordinated in right of payment to the
notes or such Subsidiary Guarantee, as the
case may be) the obligations so secured
until such time as such obligations are no
longer secured by a Lien (other than
Permitted Liens).

Dividend and Other Payment Restrictions
Affecting Subsidiaries

The Company will not, and will not
permit any of its Restricted Subsidiaries
to, directly or indirectly, create or permit
to exist or become effective any
consensual encumbrance or restriction on
the ability of any Restricted Subsidiary to:

pay dividends or make any other
distributions on its Capital Stock to
the Company or any of its Restricted
Subsidiaries, or pay any Indebtedness
or other obligations owed to the
Company or any of its Restricted
Subsidiaries; provided that the
priority that any series of preferred
securities of a Restricted Subsidiary
has in receiving dividends or
liquidating distributions before
dividends or liquidating distributions
are paid in respect of common stock
of such Restricted Subsidiary shall
not constitute a restriction on its
ability to make dividends or
distributions on its Capital Stock for
purposes of this covenant;

ey

42



Edgar Filing: WALT DISNEY CO/ - Form 10-Q

make loans or advances to the
Company or any of its Restricted
Subsidiaries (it being understood that
the subordination of loans or advances
made to the Company or any other

(2)Restricted Subsidiary to other
Indebtedness incurred by the
Company or any other Restricted
Subsidiary will not be deemed a
restriction on the ability to make loans
or advances); or

transfer any of its properties or assets
(3)to the Company or any of its
Restricted Subsidiaries.

However, the preceding restrictions will
not apply to encumbrances or restrictions
existing under or by reason of:

agreements as in effect on the date of
the indenture (including the Credit
Agreement) and any amendments,
modifications, restatements, renewals,
increases, supplements, refundings,
replacements or refinancings of those
agreements or the Indebtedness to
which they relate, provided that the
amendments, modifications,
restatements, renewals, increases,
supplements, refundings,
replacements or refinancings are no
more restrictive, taken as a whole,
with respect to such dividend,
distribution and other payment
restrictions than those contained in
those agreements on the date of the
indenture;

ey

the indenture, the notes and the
Subsidiary Guarantees;

2

(3)applicable law;

(4)any instrument governing
Indebtedness or Capital Stock of a
Person acquired by the Company or
any of its Restricted Subsidiaries as in
effect at the time of such acquisition
(except to the extent such
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Indebtedness or Capital Stock was
incurred in connection with or in
contemplation of such acquisition),
which encumbrance or restriction is
not applicable to any Person, or the
properties or assets of any Person,
other than the Person, or the property
or assets of the Person, so acquired,
provided that, in the case of
Indebtedness, such Indebtedness was
otherwise permitted by the terms of
the indenture to be incurred;
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customary non-assignment provisions
in Hydrocarbon purchase and sale or
exchange agreements or similar

(5)operational agreements or in licenses
or leases, in each case entered into in
the ordinary course of business and
consistent with past practices;

Capital Lease Obligations, mortgage
financings or purchase money
obligations, in each case for property
acquired in the ordinary course of
business that impose restrictions on
that property of the nature described
in clause (3) of the preceding
paragraph;

(6)

any agreement for the sale or other
disposition of a Restricted Subsidiary
of the Company that restricts
distributions by that Restricted
Subsidiary pending its sale or other
disposition;

)

Permitted Refinancing Indebtedness,
provided that the restrictions
contained in the agreements
governing such Permitted

(8)Refinancing Indebtedness are no more
restrictive, taken as a whole, than
those contained in the agreements
governing the Indebtedness being
refinanced;

Liens securing Indebtedness

otherwise permitted to be incurred

under the provisions of the covenant
(9)described above under the caption

“—Liens” that limit the right of the debtor

to dispose of the assets subject to such

Liens;

provisions with respect to the
disposition or distribution of assets
or property in joint venture
(10)agreements, asset sale agreements,
stock sale agreements and other
similar agreements entered into in
the ordinary course of business;
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any agreement or instrument relating
to any property or assets acquired
after the date of the indenture, so
long as such encumbrance or
restriction relates only to the
property or assets so acquired and is
not and was not created in
anticipation of such acquisitions;

1D

restrictions on cash or other deposits
or net worth imposed by customers
under contracts entered into in the
ordinary course of business;

12)

any instrument governing
Indebtedness of an FERC
Subsidiary, provided that such
Indebtedness was otherwise
permitted by the terms of the
indenture to be incurred;

(13)

with respect to any Foreign
Subsidiary, any encumbrance or
restriction contained in the terms of
any Indebtedness or any agreement
pursuant to which such Indebtedness
was incurred if either (a) the
encumbrance or restriction applies
only in the event of a Payment
Default or a default with respect to a
financial covenant in such
Indebtedness or agreement or (b) the
Company determines that any such
encumbrance or restriction will not
materially affect the Company’s
ability to make principal or interest
payments on the notes, as
determined in good faith by the
Board of Directors of the General
Partner, whose determination shall
be conclusive; and

(14)

(15)any other agreement governing
Indebtedness of the Company or any
Restricted Subsidiary that is
permitted to be incurred by the
covenant described under “—Incurrence
of Indebtedness and Issuance of
Disqualified Equity Interests”;
provided, however, that such
encumbrances or restrictions are not

46



Edgar Filing: WALT DISNEY CO/ - Form 10-Q

materially more restrictive, taken as
a whole, than those contained in the
indenture or the Credit Agreement as
it exists on the date of the indenture.

Merger, Consolidation or Sale of Assets

Neither of the Issuers may, directly or
indirectly: (1) consolidate or merge with
or into another Person (whether or not
such Issuer is the survivor); or (2) sell,
assign, transfer, lease, convey or
otherwise dispose of all or substantially
all of its properties or assets in one or
more related transactions, to another
Person; unless:

either: (a) such Issuer is the survivor;
or (b) the Person formed by or
surviving any such consolidation or
merger (if other than such Issuer) or
to which such sale, assignment,
transfer, lease, conveyance or other
disposition has been made is a Person
organized or existing under the laws
of the United States, any state of the
United States or the District of
Columbia; provided, however, that
Finance Corp. may not consolidate or
merge with or into any Person other
than a corporation satisfying such
requirement so long as the Company
is not a corporation;

35
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the Person formed by or surviving any
such consolidation or merger (if other
than such Issuer) or the Person to
which such sale, assignment, transfer,
lease, conveyance or other disposition

(2)has been made expressly assumes all

the obligations of such Issuer under
the notes, the indenture and the
registration rights agreement pursuant
to agreements reasonably satisfactory
to the trustee;

(3)immediately after such transaction no
Default or Event of Default exists;
in the case of a transaction involving
(4)the Company and not Finance Corp.,

either:

the Company or the Person formed by
or surviving any such consolidation or
merger (if other than the Company), or
to which such sale, assignment,
transfer, lease, conveyance or other
disposition has been made will, on the
date of such transaction after giving
pro forma effect thereto and any
related financing transactions as if the

(i)same had occurred at the beginning of
the applicable four-quarter period, be
permitted to incur at least $1.00 of
additional Indebtedness pursuant to
the Fixed Charge Coverage Ratio test
set forth in the first paragraph of the
covenant described above under the
caption “—Incurrence of Indebtedness
and Issuance of Disqualified Equity
Interests’; or

(il)immediately after giving effect to
such transaction on a pro forma basis
and any related financing transactions
as if the same had occurred at the
beginning of the applicable
four-quarter period, the Fixed Charge
Coverage Ratio of the Company or
the Person formed by or surviving
any such consolidation or merger (if
other than the Company), or to which
such sale, assignment, transfer, lease,
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conveyance or other disposition has
been made will be equal to or greater
than the Fixed Charge Coverage
Ratio of the Company immediately
before such transaction; and

such Issuer has delivered to the
trustee an officers’ certificate and an
opinion of counsel, each stating that
such consolidation, merger or

(5)disposition and such supplemental
indenture (if any) comply with the
indenture and all conditions precedent
therein relating to such transaction
have been satisfied.

Notwithstanding the preceding paragraph,
the Company is permitted to reorganize as
any other form of entity in accordance
with the following procedures provided
that:

the reorganization involves the
conversion (by merger, sale,
contribution or exchange of assets or

(1)otherwise) of the Company into a
form of entity other than a limited
partnership formed under Delaware
law;

the entity so formed by or resulting
from such reorganization is an entity

(2)organized or existing under the laws
of the United States, any state thereof
or the District of Columbia;

the entity so formed by or resulting
from such reorganization assumes all
the obligations of the Company under

(3)the notes, the indenture and the
registration rights agreement pursuant
to agreements reasonably satisfactory
to the trustee;

immediately after such reorganization
(4)no Default or Event of Default exists;
and

(5) such reorganization is not materially

adverse to the Holders or Beneficial
Owners of the notes (for purposes of
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this clause (5) a reorganization will
not be considered materially adverse
to the Holders or Beneficial Owners
of the notes solely because the
successor or survivor of such
reorganization (a) is subject to federal
or state income taxation as an entity
or (b) is considered to be an “includible
corporation” of an affiliated group of
corporations within the meaning of
Section 1504(b) of the Code or any
similar state or local law).
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A Guarantor may not sell or otherwise
dispose of all or substantially all of its
properties or assets to, or consolidate with
or merge with or into (whether or not such
Guarantor is the surviving Person),
another Person, other than the Company
or another Guarantor, unless the
transaction results in either an assumption
or release of its Subsidiary Guarantee as
described above under “—Subsidiary
Guarantees.”

Although there is a limited body of case
law interpreting the phrase “substantially
all,” there is no precise established
definition of the phrase under applicable
law. Accordingly, in certain
circumstances there may be a degree of
uncertainty as to whether a particular
transaction would involve “all or
substantially all” of the properties or assets
of a Person.

Transactions with Affiliates

The Company will not, and will not
permit any of its Restricted Subsidiaries
to, make any payment to, or sell, lease,
transfer or otherwise dispose of any of its
properties or assets to, or purchase any
property or assets from, or enter into or
make or amend any transaction, contract,
agreement, understanding, loan, advance
or guarantee with, or for the benefit of,
any Affiliate (each, an “Affiliate
Transaction™), unless:

the Affiliate Transaction is on terms
that are no less favorable to the
Company or the relevant Restricted
Subsidiary than those that would have
been obtained in a comparable
transaction by the Company or such
Restricted Subsidiary with an
unrelated Person; and

ey

(2)the Company delivers to the trustee,
with respect to any Affiliate
Transaction or series of related
Affiliate Transactions involving
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aggregate consideration in excess of
$25.0 million, a resolution of the
Board of Directors of the General
Partner set forth in an officers’
certificate certifying that such
Affiliate Transaction or series of
related Affiliate Transactions
complies with the preceding clause
(1) of this covenant and has been
approved by a majority of the
disinterested members of the Board of
Directors of the General Partner.

The following items will not be deemed
to be Affiliate Transactions and,
therefore, will not be subject to the
provisions of the prior paragraph:

any employment, equity award, equity
option or equity appreciation
agreement or plan entered into by the

(1)Company or any of its Restricted
Subsidiaries in the ordinary course of
business and any payments or awards
pursuant thereto;

transactions between or among any of
(2)the Company and its Restricted
Subsidiaries;

transactions with a Person (other than
an Unrestricted Subsidiary of the
Company) that is an Affiliate of the

(3) Company solely because the
Company or any of its Restricted
Subsidiaries owns an Equity Interest
in such Person;

(4)transactions permitted by the terms of
(a) the Partnership Agreement with
respect to accounting, treasury,
information technology, insurance
and other corporate services, general
overhead and other administrative
matters, (b) the Services Agreement
and (c) the Brock Maintenance
Contracts, in each case as such
agreements are in effect on the date of
the indenture, and any amendment or
replacement of any of such
agreements so long as such
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amendment or replacement agreement
is no less advantageous to the
Company in any material respect than
the agreement so amended or
replaced;

customary compensation,
indemnification and other benefits
made available to officers, directors
or employees of the Company, a
Restricted Subsidiary of the Company
or the General Partner, including
reimbursement or advancement of
out-of-pocket expenses and provisions
of officers’ and directors’ liability
insurance;

37
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sales of Equity Interests (other than
(6) Disqualified Equity Interest) to
Affiliates of the Company; and

Restricted Payments or Permitted
Investments that are permitted by the

(7)provisions of the indenture described
above under the caption “—Restricted
Payments.”

Designation of Restricted and
Unrestricted Subsidiaries

The Board of Directors of the General
Partner may designate any Restricted
Subsidiary of the Company to be an
Unrestricted Subsidiary if that designation
would not cause a Default or Event of
Default. If a Restricted Subsidiary of the
Company is designated as an Unrestricted
Subsidiary, the aggregate fair market
value of all outstanding Investments
owned by the Company and its Restricted
Subsidiaries in the Subsidiary properly
designated as an Unrestricted Subsidiary
will be deemed to be either (a) an
Investment made as of the time of the
designation that will reduce the amount
available for Restricted Payments under
the first paragraph of the covenant
described above under the caption
“—Restricted Payments” or (b) a Permitted
Investment, as determined by the
Company. That designation will only be
permitted if the Investment would be
permitted at that time and if the
Subsidiary so designated otherwise meets
the definition of an Unrestricted
Subsidiary.

The Board of Directors of the General
Partner may at any time designate any
Unrestricted Subsidiary to be a Restricted
Subsidiary; provided that such
designation will be deemed to be an
incurrence of Indebtedness by a
Restricted Subsidiary of the Company of
any outstanding Indebtedness of such
Unrestricted Subsidiary and such
designation will only be permitted if (1)
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such Indebtedness is permitted under the
covenant described above under the
caption “—Incurrence of Indebtedness and
Issuance of Disqualified Equity Interests,”
calculated on a pro forma basis as if such
designation had occurred at the beginning
of the four-quarter reference period, and
(2) no Default or Event of Default would
be in existence following such
designation.

Additional Subsidiary Guarantees

If, after the date of the indenture, any
Restricted Subsidiary of the Company
that is not already a Guarantor guarantees
any other Indebtedness of either of the
Issuers or any Guarantor, then that
Subsidiary will become a Guarantor by
executing a supplemental indenture and
delivering it to the trustee within ten
Business Days of the date on which it
guaranteed or incurred such Indebtedness,
as the case may be; provided, however,
that the preceding shall not apply to
Subsidiaries of the Company that have
properly been designated as Unrestricted
Subsidiaries in accordance with the
indenture for so long as they continue to
constitute Unrestricted Subsidiaries.
Notwithstanding the preceding, any
Subsidiary Guarantee of a Restricted
Subsidiary that was incurred pursuant to
this paragraph will be released in the
circumstances described in clause (5)
under “—Subsidiary Guarantees.”

Sale and Leaseback Transactions

The Company will not, and will not
permit any of its Restricted Subsidiaries
to, enter into any Sale and Leaseback
Transaction; provided, however, that the
Company or any of its Restricted
Subsidiaries may enter into a Sale and
Leaseback Transaction if:

(1)the Company or that Restricted
Subsidiary, as applicable, could have
(a) incurred Indebtedness in an
amount equal to the Attributable Debt
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relating to such Sale and Leaseback
Transaction under the Fixed Charge
Coverage Ratio test in the first
paragraph of the covenant described
above under the caption “—Incurrence of
Indebtedness and Issuance of
Disqualified Equity Interests” and (b)
incurred a Lien to secure such
Indebtedness pursuant to the covenant
described above under the caption
“—Liens”;

the gross cash proceeds of that Sale
and Leaseback Transaction are at least

(2)equal to the fair market value, as
determined in accordance with the
definition of that term; and

the transfer of assets in that Sale and
Leaseback Transaction is permitted
by, and the Company applies the
proceeds of such transaction in
compliance with, the covenant
described above under the caption
“—Redemption at the Option of
Holders—Asset Sales.”

38
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Business Activities

The Company will not, and will not
permit any Restricted Subsidiary to,
engage in any business other than a
Permitted Business, except to such an
extent as would not be material to the
Company and its Restricted Subsidiaries,
taken as a whole.

Finance Corp. may not incur
Indebtedness unless (1) the Company is a
co-obligor or guarantor of such
Indebtedness or (2) the net proceeds of
such Indebtedness are loaned to the
Company or another of its Restricted
Subsidiaries, used to acquire outstanding
debt securities issued by the Company or
another of its Restricted Subsidiaries or
used to repay Indebtedness of the
Company or another of its Restricted
Subsidiaries as permitted under the
covenant described about under the
caption “—Incurrence of Indebtedness and
Issuance of Disqualified Equity Interests.”
Finance Corp. may not engage in any
business not related directly or indirectly
to obtaining money or arranging financing
for the Company or its Restricted
Subsidiaries.

Reports

Whether or not required by the SEC, so
long as any notes are outstanding, the
Company will file with the SEC for
public availability within the time periods
specified in the SEC’s rules and
regulations (unless the SEC will not
accept such a filing), and the Company
will furnish to the trustee and, upon its
prior request, to any of the Holders or
Beneficial Owners of notes, within five
Business Days of filing, or attempting to
file, the same with the SEC:

(1)all quarterly and annual financial and
other information with respect to the
Company and its Subsidiaries that
would be required to be contained in a
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filing with the SEC on Forms 10-Q
and 10-K if the Company were
required to file such Forms, including
a “Management’s Discussion and
Analysis of Financial Condition and
Results of Operations” and, with
respect to the annual information
only, a report on the annual financial
statements by the Company’s certified
independent accountants; and

all current reports that would be
required to be filed with the SEC on
Form 8-K if the Company were
required to file such reports.

2

The availability of the foregoing
information on the SEC’s website will be
deemed to satisfy the foregoing delivery
requirements.

If the Company has designated any of its
Subsidiaries as Unrestricted Subsidiaries,
then, to the extent material, the quarterly
and annual financial information required
by the preceding paragraph will include a
reasonably detailed presentation, either on
the face of the financial statements or in
the footnotes thereto, and in
Management’s Discussion and Analysis of
Financial Condition and Results of
Operations, of the financial condition and
results of operations of the Company and
its Restricted Subsidiaries separate from
the financial condition and results of
operations of the Unrestricted
Subsidiaries of the Company.

In addition, the Issuers and the Guarantors
have agreed that, for so long as any notes
remain outstanding, they will furnish to
the Holders and Beneficial Owners of the
notes and to securities analysts and
prospective investors in the notes, upon
their request, the information required to
be delivered pursuant to Rule 144A(d)(4)
under the Securities Act.

Any and all Defaults or Events of Default
arising from a failure to furnish or file in a
timely manner any information or report
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required by this covenant shall be deemed
cured (and the Company shall be deemed
to be in compliance with this covenant)
upon furnishing or filing such information
or report as contemplated by this covenant
(but without regard to the date on which
such information or report is so furnished
or filed); provided that such cure shall not
otherwise affect the rights of the Holders
under “—Events of Default and Remedies” if
principal, premium, if any, and interest
have been accelerated in accordance with
the terms of the indenture and such
acceleration has not been rescinded or
cancelled prior to such cure.

39
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Covenant Termination

If at any time (a) the rating assigned to the
notes by both S&P and Moody’s is an
Investment Grade Rating, (b) no Default
or Event of Default has occurred and is
continuing under the indenture and (c) the
Issuers have delivered to the trustee an
officers’ certificate certifying to the
foregoing provisions of this sentence, the
Company and its Restricted Subsidiaries
will no longer be subject to the provisions
of the indenture described above under
the caption “Repurchase at the Option of
Holders—Asset Sales” and the following
provisions of the indenture described
above under the caption “—Certain
Covenants™:

-“—Restricted Payments,”

"‘—Incurrence of Indebtedness and Issuance
of Disqualified Equity Interests,”

“—Dividend and Other Payment
Restrictions Affecting Subsidiaries,”

-“—Transactions with Affiliates,” and
-“—Business Activities.”

However, the Company and its Restricted
Subsidiaries will remain subject to the
provisions of the indenture described

above under the caption “Repurchase at the
Option of Holders—Change of Control,” and
the following provisions of the indenture
described above under the caption
“—Covenants”:

-“—Liens,”
“—Merger, Consolidation or Sale of Assets”
-(other than the financial test set forth in

clause (4) of such covenant),

“—Designation of Restricted and
Unrestricted Subsidiaries,”

-“—Additional Subsidiary Guarantees,”
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-“—Reports,”

“—Sale and Leaseback Transactions” (other
than the financial tests set forth in

“clauses (I)(a) and (1)(b) of such

covenant), and

the covenant respecting payments for
consent described below in the last
“paragraph under the caption “—Amendment,
Supplement and Waiver.”

There can be no assurance that the notes
will ever be assigned or maintain an
Investment Grade Rating.

Events of Default and Remedies

Each of the following is an “Event of
Default”:

ey

2)

3)

40

default for 30 days in the payment
when due of interest on the notes;

default in payment when due (at final
maturity, upon redemption or
otherwise) of the principal of, or
premium, if any, on the notes;

failure by the Company or any

Guarantor to comply with the

provisions described under the

captions “—Repurchase at the Option of
Holders—Asset Sales,” “—Repurchase at the
Option of Holders—Change of Control”

or “—Certain Covenants—Merger,
Consolidation or Sale of Assets™;
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failure by the Company for 180 days
after notice to comply with the
provisions described under “—Certain
Covenants—Reports”;

“)

failure by the Company for 60 days
(5)after notice to comply with any of the
other agreements in the indenture;

default under any mortgage, indenture
or instrument under which there may
be issued or by which there may be
secured or evidenced any
Indebtedness for money borrowed by
the Company or any of its Restricted

(6) Subsidiaries (or the payment of which
is guaranteed by the Company or any
of its Restricted Subsidiaries),
whether such Indebtedness or
guarantee now exists, or is created
after the date of the indenture, if that
default:

is caused by a failure to pay principal
of, or interest or premium, if any, on
such Indebtedness prior to the
expiration of the grace period provided
in such Indebtedness (a “Payment
Default”); or

®

results in the acceleration of such
(ii) Indebtedness prior to its Stated
Maturity,

and, in each case, the principal amount of
any such Indebtedness, together with the
principal amount of any other such
Indebtedness under which there has been
a Payment Default or the maturity of
which has been so accelerated, aggregates
$30.0 million or more; provided that if
any such Payment Default is cured or
waived or any such acceleration
rescinded, or such Indebtedness is repaid,
within a period of 30 days from the
continuation of such Payment Default
beyond the applicable grace period or the
occurrence of such acceleration, as the
case may be, such Event of Default and
any consequential acceleration of the
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notes shall be automatically rescinded, so
long as such rescission does not conflict
with any judgment or decree;

failure by the Company or any of its
Restricted Subsidiaries to pay final
judgments aggregating in excess of
$30.0 million (to the extent not
covered by insurance by a reputable
and creditworthy insurer as to which
the insurer has not disclaimed
coverage), which judgments are not
paid, discharged or stayed for a period
of 60 days;

)

except as permitted by the indenture,
any Subsidiary Guarantee shall be
held in any judicial proceeding to be
unenforceable or invalid or shall cease
(8)for any reason to be in full force and
effect or any Guarantor, or any Person
acting on behalf of any Guarantor,
shall deny or disaffirm its obligations
under its Subsidiary Guarantee; and

certain events of bankruptcy,
insolvency or reorganization
described in the indenture with
respect to Finance Corp., the
Company or any of the Company’s

(9)Restricted Subsidiaries that is a
Significant Subsidiary or any group of
its Restricted Subsidiaries that, taken
as a whole, would constitute a
Significant Subsidiary of the
Company.

In the case of an Event of Default arising
from certain events of bankruptcy,
insolvency or reorganization, with respect
to Finance Corp., the Company, any
Restricted Subsidiary of the Company
that is a Significant Subsidiary or any
group of its Restricted Subsidiaries that,
taken together, would constitute a
Significant Subsidiary of the Company,
all outstanding notes will become due and
payable immediately without further
action or notice. If any other Event of
Default occurs and is continuing, the
trustee or the Holders of at least 25% in
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principal amount of the then outstanding
notes may declare all the notes to be due
and payable immediately.

Holders of the notes may not enforce the
indenture or the notes except as provided
in the indenture. Subject to certain
limitations, Holders of a majority in
principal amount of the then outstanding
notes may direct the trustee in its exercise
of any trust or power. The trustee may
withhold notice of any continuing Default
or Event of Default from Holders of the
notes if it determines that withholding
notice is in their interest, except a Default
or Event of Default relating to the
payment of principal of, or interest or
premium, if any, on, the notes.

41
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The Holders of a majority in principal
amount of the notes then outstanding by
notice to the trustee may on behalf of the
Holders of all of the notes waive any
existing Default or Event of Default and
its consequences under the indenture
except a continuing Default or Event of
Default in the payment of principal of, or
interest or premium, if any, on the notes.

The Issuers are required to deliver to the
trustee annually an officers’ certificate
regarding compliance with the indenture.
Upon any officer of the General Partner
or Finance Corp. becoming aware of any
Default or Event of Default, the Issuers
are required to deliver to the trustee a
statement specifying such Default or
Event of Default.

No Personal Liability of Directors,
Officers, Employees and Unitholders and
No Recourse to General Partner

Neither the General Partner nor any
director, officer, partner, employee,
incorporator, manager or unitholder or
other owner of Capital Stock of the
Issuers, the General Partner or any
Guarantor, as such, will have any liability
for any obligations of the Issuers or any
Guarantor under the notes, the indenture
or the Subsidiary Guarantees, or for any
claim based on, in respect of, or by reason
of, such obligations or their creation.
Each Holder of notes by accepting a note
waives and releases all such liability. The
waiver and release are part of the
consideration for issuance of the notes.
The waiver may not be effective to waive
liabilities under the federal securities
laws.

Legal Defeasance and Covenant
Defeasance

The Issuers may, at their option and at
any time, elect to have all of their
obligations discharged with respect to the
outstanding notes and all obligations of
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the Guarantors discharged with respect to
their Subsidiary Guarantees (“Legal
Defeasance”), except for:

the rights of Holders of outstanding
notes to receive payments in respect
of the principal of, and interest or
premium, if any, on such notes when
such payments are due from the trust
referred to below;

ey

the Issuers’ obligations with respect to
the notes concerning issuing
temporary notes, registration of notes,
mutilated, destroyed, lost or stolen
notes and the maintenance of an
office or agency for payment and
money for security payments held in
trust;

2

the rights, powers, trusts, duties and
immunities of the trustee, and the
Issuers’ obligations in connection
therewith; and

3)

) the “Legal Defeasance” provisions of
the indenture.
In addition, the Issuers may, at their
option and at any time, elect to have their
obligations released with respect to
certain covenants that are described in the
indenture (“Covenant Defeasance”) and
thereafter any omission to comply with
those covenants will not constitute a
Default or Event of Default with respect
to the notes. In the event Covenant
Defeasance occurs, certain events (not
including non-payment, bankruptcy,
insolvency or reorganization events)
described under “—Events of Default and
Remedies” will no longer constitute an
Event of Default with respect to the notes.
If the Issuers exercise either their Legal
Defeasance or Covenant Defeasance
option, each Guarantor will be released
and relieved of any obligations under its
Subsidiary Guarantee and any security for
the notes (other than the trust) will be
released.
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In order to exercise either Legal
Defeasance or Covenant Defeasance:

the Issuers must irrevocably deposit
with the trustee, in trust, for the
benefit of the Holders of the notes,
cash in U.S. dollars, non-callable
Government Securities, or a
combination of cash in U.S. dollars
and non-callable Government
Securities, in amounts as will be
sufficient, in the opinion of a

(1)nationally recognized firm of

42

independent public accountants, to
pay the principal of, and interest and
premium, if any, on the outstanding
notes on the date of fixed maturity or
on the applicable redemption date, as
the case may be, and the Issuers must
specify whether the notes are being
defeased to the date of fixed maturity
or to a particular redemption date;
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in the case of Legal Defeasance, the
Issuers must deliver to the trustee an
(2)opinion of counsel reasonably
acceptable to the trustee confirming
that:

the Issuers have received from, or
(i)there has been published by, the
Internal Revenue Service a ruling; or

since the date of the indenture, there
(ii) has been a change in the applicable
federal income tax law,

in either case to the effect that, and based
thereon such opinion of counsel will
confirm that, the Holders of the
outstanding notes will not recognize
income, gain or loss for federal income
tax purposes as a result of such Legal
Defeasance and will be subject to federal
income tax on the same amounts, in the
same manner and at the same times as
would have been the case if such Legal
Defeasance had not occurred;

in the case of Covenant Defeasance,
the Issuers must deliver to the trustee
an opinion of counsel reasonably
acceptable to the trustee confirming
that the Holders of the outstanding
notes will not recognize income, gain
or loss for federal income tax
purposes as a result of such Covenant
Defeasance and will be subject to
federal income tax on the same
amounts, in the same manner and at
the same times as would have been
the case if such Covenant Defeasance
had not occurred;

3)

no Default or Event of Default has
occurred and is continuing on the date
of such deposit (other than a Default
or Event of Default resulting from the
borrowing of funds to be applied to
such deposit);

“)

(5)such Legal Defeasance or Covenant
Defeasance will not result in a breach
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or violation of, or constitute a default
under, any material agreement or
instrument (other than the indenture
and the agreements governing any
other Indebtedness being defeased,
discharged or replaced) to which the
Company or any of its Subsidiaries is
a party or by which the Company or
any of its Subsidiaries is bound;

the Issuers must deliver to the trustee
an officers’ certificate stating that the
deposit was not made by the Issuers
with the intent of preferring the

(6)Holders of notes over the other
creditors of the Issuers with the intent
of defeating, hindering, delaying or
defrauding creditors of the Issuers or
others; and

the Issuers must deliver to the trustee
an officers’ certificate and an opinion
of counsel, each stating that all
conditions precedent relating to the
Legal Defeasance or the Covenant
Defeasance have been complied with.

)

Amendment, Supplement and Waiver

Except as provided in the next two
succeeding paragraphs, the indenture or
the notes may be amended or
supplemented with the consent of the
Holders of at least a majority in aggregate
principal amount of the notes then
outstanding (including, without limitation,
consents obtained in connection with a
purchase of, or tender offer or exchange
offer for, notes), and any existing Default
or Event of Default or compliance with
any provision of the indenture or the notes
or the Subsidiary Guarantees may be
waived with the consent of the Holders of
a majority in aggregate principal amount
of the notes then outstanding (including,
without limitation, consents obtained in
connection with a purchase of, or tender
offer or exchange offer for, notes).

Without the consent of each Holder
affected, an amendment, supplement or
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waiver may not (with respect to any notes
held by a non-consenting Holder):

reduce the principal amount of notes
(1)whose Holders must consent to an

amendment, supplement or waiver;
43
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reduce the principal of or change the
fixed maturity of any note or alter the
provisions with respect to the
redemption or repurchase of the notes
(other than provisions relating to the
covenants described above under the
caption “—Repurchase at the Option of
Holders”);

2)

reduce the rate of or change the time
(3)for payment of interest, including
default interest, on any note;

waive a Default or Event of Default in
the payment of principal of, or interest
or premium, if any, on the notes
(except a rescission of acceleration of
(4)the notes by the Holders of at least a
majority in aggregate principal
amount of the notes then outstanding
and a waiver of the Payment Default
that resulted from such acceleration);

( 5)make any note payable in currency
other than that stated in the notes;
make any change in the provisions of

the indenture relating to waivers of
past Defaults or Events of Defaults or
6 the rights of Holders of notes to
receive payments of principal of, or
interest or premium, if any, on the
notes (other than as permitted in
clause (7) below);

waive a redemption or repurchase
payment with respect to any note
(other than a payment required by one
of the covenants described above
under the caption “—Repurchase at the
Option of Holders™);

)

release any Guarantor from any of its
obligations under its Subsidiary

(8)Guarantee or the indenture, except in
accordance with the terms of the
indenture; or

(9)make any change in the preceding
amendment, supplement and waiver
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provisions.

Notwithstanding the preceding, without
the consent of any Holder of notes, the
Issuers, the Guarantors and the trustee
may amend or supplement the indenture
or the notes:

(I)FO cure any ambiguity, defect or
inconsistency;

to provide for uncertificated notes in

addition to or in place of notes in

registered, certificated form

(“Certificated Notes”);

2

to provide for the assumption of an
Issuer’s obligations to Holders of notes
in the case of a merger or
consolidation or sale of all or
substantially all of such Issuer’s
properties or assets;

3)

to make any change that would
provide any additional rights or
benefits to the Holders of notes or that
does not adversely affect the legal
(4)rights under the indenture of any such
Holder, provided that any change to
conform the indenture to this
prospectus will not be deemed to
adversely affect such legal rights;

to secure the notes or the Subsidiary
Guarantees pursuant to the
(5)requirements of the covenant
described above under the subheading
“—Certain Covenants—Liens”;

to provide for the issuance of
additional notes in accordance with
the limitations set forth in the
indenture;

(6)

to add any additional Guarantor or to
evidence the release of any Guarantor
from its Subsidiary Guarantee, in each
case as provided in the indenture;

)

(8)to comply with requirements of the
SEC in order to effect or maintain the
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qualification of the indenture under
the Trust Indenture Act;
44
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to provide for the reorganization of
the Company as any other form of
entity in accordance with the second
paragraph under “—Certain
Covenants—Merger, Consolidation or
Sale of Assets™; or

€))

to evidence or provide for the
(10)acceptance of appointment under the
indenture of a successor trustee.

Satisfaction and Discharge

The indenture will be discharged and will
cease to be of further effect as to all notes
issued thereunder (except as to surviving
rights of registration of transfer or
exchange of the notes and as otherwise
specified in the indenture), when:

(1)either:

all notes that have been authenticated,
except lost, stolen or destroyed notes
that have been replaced or paid and
notes for whose payment money has
been deposited in trust and thereafter
repaid to the Issuers, have been
delivered to the trustee for
cancellation; or

®

(i1) all notes that have not been delivered
to the trustee for cancellation have
become due and payable or will
become due and payable within one
year by reason of the mailing of a
notice of redemption or otherwise and
the Issuers or any Guarantor has
irrevocably deposited or caused to be
deposited with the trustee as trust
funds in trust solely for the benefit of
the Holders, cash in U.S. dollars,
non-callable Government Securities,
or a combination of cash in U.S.
dollars and non-callable Government
Securities, in amounts as will be
sufficient without consideration of
any reinvestment of interest, to pay
and discharge the entire indebtedness
on the notes not delivered to the
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trustee for cancellation for principal,
premium, if any, and accrued interest
to the date of fixed maturity or
redemption (provided that if such
redemption is made as provided in the
last paragraph under “—Optional
Redemption,” (x) the amount of cash
in U.S. dollars, non-callable
Government Securities, or a
combination thereof, that must be
irrevocably deposited will be
determined using an assumed Make
Whole Premium calculated as of the
date of such deposit and (y) the
depositor must irrevocably deposit or
cause to be deposited additional
money in trust on the redemption date
as necessary to pay the Make Whole
Premium as determined by such date);

in the case of clause (1)(b) above, no
Default or Event of Default has
occurred and is continuing on the date
of the deposit or will occur as a result
of the deposit (other than a Default or
Event of Default resulting from the
borrowing of funds to be applied to
such deposit and any similar deposit
relating to other Indebtedness and, in
each case, the granting of Liens to
secure such borrowings), and the
deposit will not result in a breach or
violation of, or constitute a default
under, any other material agreement
or instrument (other than the
agreements or instruments governing
any other Indebtedness being
defeased, discharged or replaced) to
which the Company or any of its
Subsidiaries is a party or by which the
Company or any of its Subsidiaries is
bound;

2)

the Issuers or any Guarantor has paid
(3)or caused to be paid all sums payable
by it under the indenture; and

(4)the Issuers have delivered irrevocable
instructions to the trustee under the
indenture to apply the deposited
money toward the payment of the
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notes at fixed maturity or on the
redemption date, as the case may be.

In addition, the Issuers must deliver an
officers’ certificate and an opinion of
counsel to the trustee stating that all
conditions precedent to satisfaction and

discharge have been satisfied.
45
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Concerning the Trustee

If the trustee becomes a creditor of an
Issuer or any Guarantor, the indenture
will limit its right to obtain payment of
claims in certain cases, or to realize on
certain property received in respect of any
such claim as security or otherwise. The
trustee will be permitted to engage in
other transactions; however, if it acquires
any conflicting interest (as defined in the
Trust Indenture Act) after a Default has
occurred and is continuing, it must
eliminate such conflict within 90 days,
apply to the SEC for permission to
continue or resign.

The Holders of a majority in aggregate
principal amount of the then outstanding
notes will have the right to direct the time,
method and place of conducting any
proceeding for exercising any remedy
available to the trustee, subject to certain
exceptions. If an Event of Default occurs
and is continuing, the trustee will be
required, in the exercise of its powers, to
use the degree of care of a prudent man in
the conduct of his own affairs. Subject to
such provisions, the trustee will be under
no obligation to exercise any of its rights
or powers under the indenture at the
request of any Holder of notes, unless
such Holder has offered to the trustee
security or indemnity satisfactory to it
against any loss, liability or expense.

Governing Law

The indenture, the notes and the
Subsidiary Guarantees are governed by,
and construed in accordance with, the
laws of the State of New York.

Additional Information

Anyone who receives this prospectus may
obtain a copy of the indenture and
registration rights agreement without
charge by writing to PetroLogistics LP at
600 Travis Street, Houston, Texas 77002,
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Attention: Chief Financial Officer.
Book-Entry, Delivery and Form

Except as set forth below, notes will be
issued in registered, global form in
minimum denominations of $2,000 and
integral multiples of $1,000 in excess
thereof.

The Global Notes may be transferred, in
whole but not in part, only to another
nominee of DTC or to a successor of DTC
or its nominee. Beneficial interests in the
Global Notes may not be exchanged for
Certificated Notes except in the limited
circumstances described below. See
“—Exchange of Global Notes for Certificated
Notes.” Except in the limited
circumstances described below, owners of
beneficial interests in the Global Notes
will not be entitled to receive physical
certificates.

Depository Procedures

The following description of the
operations and procedures of DTC,
Euroclear and Clearstream are provided
solely as a matter of convenience. These
operations and procedures are solely
within the control of the respective
settlement systems and are subject to
changes by them. We take no
responsibility for these operations and
procedures and urge investors to contact
the system or their participants directly to
discuss these matters.

DTC has advised the Issuers that DTC is a
limited-purpose trust company created to
hold securities for its participating
organizations (collectively, the
“Participants”) and to facilitate the
clearance and settlement of transactions in
those securities between the Participants
through electronic book-entry changes in
accounts of its Participants. The
Participants include securities brokers and
dealers (including the initial purchasers),
banks, trust companies, clearing
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corporations and certain other
organizations. Access to DTC’s system is
also available to other entities such as
banks, brokers, dealers and trust
companies that clear through or maintain
a custodial relationship with a Participant,
either directly or indirectly (collectively,
the “Indirect Participants™). Persons who
are not Participants may beneficially own
securities held by or on behalf of DTC
only through the Participants or the
Indirect Participants. The ownership
interests in, and transfers of ownership
interests in, each security held by or on
behalf of DTC are recorded on the records
of the Participants and Indirect
Participants.
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DTC has also advised the Issuers that,
pursuant to procedures established by it:

upon deposit of the Global Notes,
DTC will credit the accounts of the
Participants designated by the initial
purchasers with portions of the
principal amount of the Global Notes;
and

ey

ownership of these interests in the
Global Notes will be shown on, and
the transfer of ownership of these
interests will be effected only
through, records maintained by DTC
(with respect to the Participants) or by
the Participants and the Indirect
Participants (with respect to other
owners of beneficial interests in the
Global Notes).

2

Investors in the Global Notes who are
Participants in DTC’s system may hold
their interests therein directly through
DTC. Investors in the Global Notes who
are not Participants may hold their
interests therein indirectly through
organizations (including Euroclear and
Clearstream) which are Participants in
such system. Euroclear and Clearstream
may hold interests in the Global Notes on
behalf of their participants through
customers’ securities accounts in their
respective names on the books of their
respective depositories, which are
Euroclear Bank S.A./N.V., as operator of
Euroclear, and Citibank, N.A., as operator
of Clearstream. All interests in a Global
Note, including those held through
Euroclear or Clearstream, may be subject
to the procedures and requirements of
DTC. Those interests held through
Euroclear or Clearstream may also be
subject to the procedures and
requirements of such systems.

The laws of some jurisdictions may
require that certain Persons take physical
delivery in definitive form of securities
that they own. Consequently, the ability
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to transfer beneficial interests in a Global
Note to such Persons will be limited to
that extent. Because DTC can act only on
behalf of the Participants, which in turn
act on behalf of the Indirect Participants,
the ability of a Person having beneficial
interests in a Global Note to pledge such
interests to Persons that do not participate
in the DTC system, or otherwise take
actions in respect of such interests, may
be affected by the lack of a physical
certificate evidencing such interests.

Except as described below, owners of a
beneficial interest in the Global Notes will
not have notes registered in their names,
will not receive physical delivery of
Certificated Notes and will not be
considered the registered owners or
“Holders” thereof under the indenture for
any purpose.

Payments in respect of the principal of,
and interest and premium, if any, on a
Global Note registered in the name of
DTC or its nominee will be payable to
DTC in its capacity as the registered
Holder under the indenture. Under the
terms of the indenture, the Issuers, the
Guarantors and the trustee will treat the
Persons in whose names the notes,
including the Global Notes, are registered
as the owners of the notes for the purpose
of receiving payments and for all other
purposes. Consequently, neither the
Issuers, the Guarantors, the trustee nor
any agent of an Issuer or the trustee has or
will have any responsibility or liability
for:

any aspect of DTC’s records or any
Participant’s or Indirect Participant’s
records relating to or payments made
on account of beneficial ownership
interests in the Global Notes or for

(1)maintaining, supervising or reviewing
any of DTC’s records or any
Participant’s or Indirect Participant’s
records relating to the beneficial
ownership interests in the Global
Notes; or
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any other matter relating to the
actions and practices of DTC or any
of its Participants or Indirect
Participants.

2)

DTC has advised the Issuers that its
current practice, at the due date of any
payment in respect of securities such as
the notes, is to credit the accounts of the
relevant Participants with the payment on
the payment date unless DTC has reason
to believe it will not receive payment on
such payment date. Each relevant
Participant is credited with an amount
proportionate to its beneficial ownership
of an interest in the principal amount of
the notes as shown on the records of
DTC. Payments by the Participants and
the Indirect Participants to the beneficial
owners of notes will be governed by
standing instructions and customary
practices and will be the responsibility of
the Participants or the Indirect
Participants and will not be the
responsibility of DTC, the trustee or the
Issuers. Neither the Issuers nor the trustee
will be liable for any delay by DTC or
any of its Participants in identifying the
beneficial owners of the notes, and the
Issuers and the trustee may conclusively
rely on and will be protected in relying on
instructions from DTC or its nominee for
all purposes.
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Subject to the transfer restrictions set

forth under “Notice to Investors,” transfers
between the Participants in DTC will be
effected in accordance with DTC’s
procedures, and will be settled in
same-day funds, and transfers between
participants in Euroclear and Clearstream
will be effected in accordance with their
respective rules and operating procedures.

Subject to compliance with the transfer
restrictions applicable to the notes
described herein, cross-market transfers
between the Participants in DTC, on the
one hand, and Euroclear or Clearstream
participants, on the other hand, will be
effected through DTC in accordance with
DTC’s rules on behalf of Euroclear or
Clearstream, as the case may be, by its
depository; however, such cross-market
transactions will require delivery of
instructions to Euroclear or Clearstream,
as the case may be, by the counterparty in
such system in accordance with the rules
and procedures and within the established
deadlines (Brussels time) of such system.
Euroclear or Clearstream, as the case
may be, will, if the transaction meets its
settlement requirements, deliver
instructions to its depository to take action
to effect final settlement on its behalf by
delivering or receiving interests in the
relevant Global Note in DTC, and making
or receiving payment in accordance with
normal procedures for same-day funds
settlement applicable to DTC. Euroclear
participants and Clearstream participants
may not deliver instructions directly to the
depositories for Euroclear or Clearstream.

DTC has advised the Issuers that it will
take any action permitted to be taken by a
Holder of notes only at the direction of
one or more Participants to whose account
DTC has credited the interests in the
Global Notes and only in respect of such
portion of the aggregate principal amount
of the notes as to which such Participant
or Participants has or have given such
direction. However, if there is an Event
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of Default under the notes, DTC reserves
the right to exchange the Global Notes for
Certificated Notes, and to distribute such
notes to its Participants.

Although DTC, Euroclear and
Clearstream have agreed to the foregoing
procedures to facilitate transfers of
interests in the Rule 144A Global Notes
and the Regulation S Global Notes among
participants in DTC, Euroclear and
Clearstream, they are under no obligation
to perform or to continue to perform such
procedures, and may discontinue such
procedures at any time. None of the
Issuers, the trustee or any of their
respective agents will have any
responsibility for the performance by
DTC, Euroclear or Clearstream or their
respective participants, or indirect
participants of their respective obligations
under the rules and procedures governing
their operations.

Exchange of Global Notes for Certificated
Notes

A Global Note is exchangeable for
Certificated Notes in minimum
denominations of $2,000 and in integral
multiples of $1,000 in excess thereof, if:

DTC (a) notifies the Issuers that it is
unwilling or unable to continue as
depositary for the Global Note or (b)
has ceased to be a clearing agency
registered under the Exchange Act
and in either event the Issuers fail to
appoint a successor depositary within
90 days; or

ey

there has occurred and is continuing
an Event of Default and DTC notifies

(2)the trustee of its decision to exchange
the Global Note for Certificated
Notes.

In all cases, Certificated Notes delivered
in exchange for any Global Note or
beneficial interests in Global Notes will
be registered in the names, and issued in
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any approved denominations, requested
by or on behalf of the depositary (in
accordance with its customary
procedures) and will bear the restrictive
legend referred to in “Notice to Investors,’
unless that legend is not required by
applicable law.

b

Exchange of Certificated Notes for Global
Notes

Certificated Notes may not be exchanged
for beneficial interests in any Global Note
(except in the limited circumstances
provided in the indenture).
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Same-Day Settlement and Payment

The Issuers will make payments in respect
of the notes represented by the Global
Notes (including principal, premium, if
any, and interest) by wire transfer of
immediately available funds to the
accounts specified by the Global Note
Holder. The Issuers will make all
payments of principal, interest and
premium, if any, with respect to
Certificated Notes by wire transfer of
immediately available funds to the
accounts specified by the Holders of the
Certificated Notes or, if no such account
is specified, by mailing a check to each
such Holder’s registered address. The
notes represented by the Global Notes are
expected to be eligible to trade in DTC’s
same-day funds settlement system, and
any permitted secondary market trading
activity in such notes will, therefore, be
required by DTC to be settled in
immediately available funds. The Issuers
expect that secondary trading in any
Certificated Notes will also be settled in
immediately available funds.

Because of time zone differences, the
securities account of a Euroclear or
Clearstream participant purchasing an
interest in a Global Note from a
Participant in DTC will be credited, and
any such crediting will be reported to the
relevant Euroclear or Clearstream
participant, during the securities
settlement processing day (which must be
a business day for Euroclear and
Clearstream) immediately following the
settlement date of DTC. DTC has advised
the Issuers that cash received in Euroclear
or Clearstream as a result of sales of
interests in a Global Note by or through a
Euroclear or Clearstream participant to a
Participant in DTC will be received with
value on the settlement date of DTC but
will be available in the relevant Euroclear
or Clearstream cash account only as of the
business day for Euroclear or Clearstream
following DTC’s settlement date.
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Certain Definitions

Set forth below are certain defined terms
used in the indenture. Reference is made
to the indenture for a full disclosure of all
such terms, as well as any other
capitalized terms used herein for which no
definition is provided.

“Acquired Debt” means, with respect to any
specified Person:

Indebtedness of any other Person
existing at the time such other Person
was merged with or into or became a
Subsidiary of such specified Person,
whether or not such Indebtedness is
incurred in connection with, or in
contemplation of, such other Person
merging with or into, or becoming a
Subsidiary of, such specified Person,
but excluding Indebtedness which is
extinguished, retired or repaid in
connection with such Person merging
with or into or becoming a Subsidiary
of such specified Person; and

ey

Indebtedness secured by a Lien
(2)encumbering any asset acquired by
such specified Person.

“Affiliate” of any specified Person means
any other Person directly or indirectly
controlling or controlled by or under
direct or indirect common control with
such specified Person. For purposes of
this definition, “control,” as used with
respect to any Person, means the
possession, directly or indirectly, of the
power to direct or cause the direction of
the management or policies of such
Person, whether through the ownership of
voting securities, by agreement or
otherwise; provided, however, that
beneficial ownership of 10% or more of
the Voting Stock of a Person will be
deemed to be controlled by the other
Person; and provided, further, that any
third Person which also beneficially owns
10% or more of the Voting Stock of a
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specified Person shall not be deemed to

be an Affiliate of either the specified
Person or the other Person merely because
of such common ownership in such
specified Person. For purposes of this
definition, the terms “controlling,”
“controlled by” and “‘under common control
with” have correlative meanings.

“Asset Sale” means:

the sale, lease, conveyance or other
disposition of any properties or assets
(including by way of a Sale and
Leaseback Transaction); provided that
the disposition of all or substantially
all of the properties or assets of the
Company and its Restricted
Subsidiaries taken as a whole will be
(1)governed by the provisions of the
indenture described above under the
caption “—Repurchase at the Option of
Holders—Change of Control” and/or the
provisions described above under the
caption “—Certain Covenants—Merger,
Consolidation or Sale of Assets” and
not by the provisions of the Asset
Sale covenant; and

the issuance of Equity Interests in any
of the Company’s Restricted
(2)Subsidiaries or the sale of Equity
Interests in any of its Restricted
Subsidiaries.
49
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Notwithstanding the preceding, the
following items will not be deemed to be
Asset Sales:

any single transaction or series of
related transactions that involves

(1)properties or assets having a fair
market value of less than $25.0
million;

a transfer of assets between or among
(2)any of the Company and its Restricted
Subsidiaries;

an issuance or sale of Equity Interests
by a Restricted Subsidiary to the
Company or to another Restricted
Subsidiary of the Company;

3)

the disposition of equipment,
inventory, accounts receivable or
other assets in the ordinary course of
business;

“)

the disposition of cash or Cash
Equivalents, Hedging Obligations or
other financial instruments in the
ordinary course of business;

&)

a Restricted Payment that is permitted
by the covenant described above

(6)under the caption “Certain
Covenants—Restricted Payments” or a
Permitted Investment;

(7)any trade or exchange by the
Company or any Restricted
Subsidiary of the Company of
properties or assets for properties or
assets owned or held by another
Person, provided that the fair market
value of the properties or assets traded
or exchanged by the Company or such
Restricted Subsidiary (together with
any cash) is reasonably equivalent to
the fair market value of the properties
or assets (together with any cash) to
be received by the Company or such
Restricted Subsidiary, and provided
further that any cash received must be
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applied in accordance with the
provisions described above under the
caption “Repurchase at the Option of
Holders— Asset Sales™;

the creation or perfection of a Lien
that is not prohibited by the covenant
described above under the caption
“Certain Covenants—Liens”;

®)

(9)dispositi0ns in connection with
Permitted Liens;

surrender or waiver of contract rights

or the settlement, release or

surrender of contract, tort or other

claims of any kind; and

(10)

the grant in the ordinary course of
business of any non-exclusive
license or sublicensees of patents,
trademarks, registrations therefor
and other similar intellectual

property.

D

“Attributable Debt” in respect of a Sale and
Leaseback Transaction means, at the time
of determination, the present value of the
obligation of the lessee for net rental
payments during the remaining term of
the lease included in such Sale and
Leaseback Transaction including any
period for which such lease has been
extended or may, at the option of the
lessor, be extended. Such present value
shall be calculated using a discount rate
equal to the rate of interest implicit in
such transaction, determined in
accordance with GAAP; provided that if
such Sale and Leaseback Transaction
constitutes a Capital Lease Obligation, the
amount of Indebtedness represented
thereby will be determined in accordance
with the definition of “Capital Lease
Obligation.” As used in the preceding
sentence, the “net rental payments” under
any lease for any such period shall mean
the sum of rental and other payments
required to be paid with respect to such
period by the lessee thereunder, excluding
any amounts required to be paid by such
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lessee on account of maintenance and
repairs, insurance, taxes, assessments,
water rates or similar charges. In the case
of any lease that is terminable by the
lessee upon payment of penalty, such net
rental payment shall also include the
amount of such penalty, but no rent shall
be considered as required to be paid under
such lease subsequent to the first date
upon which it may be so terminated.
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“Available Cash” means with respect to any
period:

the sum of (i) all cash and Cash
Equivalents of the Company and its
Subsidiaries on hand at the end of
such period, and (ii) if the General
Partner so determines, all or any
portion of any additional cash and

(1)Cash Equivalents of the Company and
its Subsidiaries on hand on the date
the Company makes Restricted
Payments with respect to such period
(including any borrowings made
subsequent to the end of such period),
less

the amount of any cash reserves
established by the General Partner to
(i) provide for the proper conduct of
the business of the Company and of
its Subsidiaries (including reserves for
future capital expenditures and for
anticipated future credit needs)
subsequent to such period, (ii) comply

(2) with applicable law or any loan
agreement, security agreement,
mortgage, debt instrument or other
agreement or obligation to which the
Company or any of its Subsidiaries is
a party or by which it is bound or its
assets are subject or (iii) provide
funds for Restricted Payments in
respect of future periods.

“Beneficial Owner” has the meaning
assigned to such term in Rule 13d-3 and
Rule 13d-5 under the Exchange Act,
except that in calculating the beneficial
ownership of any particular “person” (as
that term is used in Section 13(d)(3) of the
Exchange Act), such “person” will be
deemed to have beneficial ownership of
all securities that such “person” has the right
to acquire by conversion or exercise of
other securities, whether such right is
currently exercisable or is exercisable

only upon the occurrence of a subsequent
condition. The terms “Beneficially Owns”
and “Beneficially Owned” have correlative
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meanings. For purposes of this definition,
a Person shall be deemed not to
Beneficially Own securities that are the
subject of a stock purchase agreement,
merger agreement, amalgamation
agreement, arrangement agreement or
similar agreement until consummation of
the transactions or, as applicable, series of
related transactions contemplated thereby.

“Board of Directors” means:

with respect to a corporation, the
board of directors of the corporation

(1)or any committee thereof duly
authorized to act on behalf of such
board;

with respect to a partnership, the
board of directors or board of
managers of the general partner of the
(2) partnership or, if such general partner
is itself a limited partnership, then the
board of directors or board of
managers of its general partner;

with respect to a limited liability
company, the board of managers or
directors, the managing member or
members or any controlling
committee of managing members
thereof; and

3)

with respect to any other Person, the
(4)board or committee of such Person
serving a similar function.

“Board Resolution” means a copy of a
resolution certified by the Secretary or an
Assistant Secretary of the applicable
Person to have been duly adopted by the
Board of Directors of such Person and to
be in full force and effect on the date of
such certification, and delivered to the
trustee.

“Brock Maintenance Contracts” means the
series of contracts entered into in 2008 by
the Company and Brock Maintenance,
Inc., an entity owned by Lindsay
Goldberg (“Brock™), pursuant to which
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Brock has provided and continues to
provide the Company with certain
painting, scaffolding, fireproofing and
insulation and asbestos abatement
services as needed.

“Business Day” means each day that is not a
Saturday, Sunday or other day on which
commercial banks in New York, New

York or Houston, Texas are authorized or
required by law to remain closed.

“Capital Lease Obligation” means, at the
time any determination is to be made, the
amount of the liability in respect of a
capital lease that would at that time be
required to be capitalized on a balance
sheet in accordance with GAAP.
Notwithstanding the foregoing, any lease
(whether entered into before or after the
date of the indenture) that would have
been classified as an operating lease
pursuant to GAAP as in effect on the date
of the indenture will be deemed not to
represent a Capital Lease Obligation.

51
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“Capital Stock” means:

(l)in the case of a corporation, corporate
stock;

in the case of an association or

business entity, any and all shares,

(2)interests, participations, rights or

other equivalents (however

designated) of corporate stock;

in the case of a partnership or limited
liability company, partnership
(whether general or limited) or
membership interests; and

3)

any other interest or participation that
confers on a Person the right to

(4)receive a share of the profits and
losses of, or distributions of assets of,
the issuing Person.

“Cash Equivalents” means:
(1) United States dollars;

securities issued or directly and fully
guaranteed or insured by the United
States government or any agency or
instrumentality of the United States
(2) government (provided that the full

faith and credit of the United States is
pledged in support of those securities)
having maturities of not more than six
months from the date of acquisition;

certificates of deposit and eurodollar
time deposits with maturities of one
year or less from the date of
acquisition, bankers’ acceptances with
maturities not exceeding one year and
overnight bank deposits or with any
domestic commercial bank having
capital and surplus in excess of
$500.0 million and a Thomson Bank
Watch Rating of “B” or better;

3)

(4)repurchase obligations with a term of
not more than seven days for
underlying securities of the types
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described in clauses (2) and (3) above
entered into with any financial
institution meeting the qualifications
specified in clause (3) above;

commercial paper having the highest
rating obtainable from Moody’s or

(5)S&P and in each case maturing within
six months after the date of
acquisition; and

money market funds at least 95% of
the assets of which constitute Cash

(6)Equivalents of the kinds described in
clauses (1) through (5) of this
definition.

“Change of Control” means the occurrence
of any of the following:

the direct or indirect sale, lease,
transfer, conveyance or other
disposition (other than by way of
merger or consolidation), in one or a
series of related transactions, of all or
substantially all of the properties or
assets (including Capital Stock of the
(1)Restricted Subsidiaries) of the
Company and its Restricted
Subsidiaries taken as a whole, to any
“person” (as that term is used in Section
13(d)(3) of the Exchange Act), which
occurrence is followed by a Rating
Decline within 90 days of the
consummation of such transaction;

the adoption of a plan relating to the
liquidation or dissolution of the

(2)Company or the removal of the
General Partner by the limited
partners of the Company;

(3)the consummation of any transaction
(including, without limitation, any
merger or consolidation) the result of
which is that any “person” (as that term
is used in Section 13(d)(3) of the
Exchange Act), other than a
Qualifying Owner, becomes the
Beneficial Owner, directly or
indirectly, of more than 50% of the
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Voting Stock of the General Partner
or of the Company, measured by
voting power rather than the number
of shares, units or the like, which
occurrence is followed by a Rating
Decline within 90 days thereof;

97



Edgar Filing: WALT DISNEY CO/ - Form 10-Q

Table of Contents

the consummation of any transaction
(including, without limitation, any
merger or consolidation) the result of
which is that any “person” (as that term
is used in Section 13(d)(3) of the
Exchange Act), excluding the
Qualifying Owners, becomes the
Beneficial Owner, directly or
indirectly, of more than 50% of the
Voting Stock of the Company, the
General Partner or of Holdco,
measured by voting power rather than
number or percentage of membership
interests, at a time when Holdco still
Beneficially Owns more than 50% of
the Voting Stock of the General
Partner or of the Company, measured
by voting power rather than number
or percentage of membership
interests, which occurrence is
followed by a Rating Decline within
90 days thereof; or

“)

the first day on which a majority of
the members of the Board of
Directors of the General Partner are
not Continuing Directors, which
occurrence is followed by a Rating
Decline within 90 days thereof.

(&)

Notwithstanding the preceding, a
conversion of the Company or any of its
Restricted Subsidiaries from a limited
partnership, corporation, limited liability
company or other form of entity to a
limited partnership, corporation, limited
liability company or other form of entity
or an exchange of all of the outstanding
Equity Interests in one form of entity for
Equity Interests for another form of entity
shall not constitute a Change of Control,
so long as following such conversion or
exchange, the “persons” (as that term is
used in Section 13(d)(3) of the Exchange
Act) who Beneficially Owned the Capital
Stock of the Company immediately prior
to such transactions continue to
Beneficially Own, in the aggregate, more
than 50% of the Voting Stock of such
entity, or continue to Beneficially Own
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sufficient Equity Interests in such entity,
to elect a majority of its directors,
managers, trustees or other persons
serving in a similar capacity for such
entity or its general partner, as applicable,
and, in either case no “person,” excluding
any Qualifying Owner, Beneficially Owns
more than 50% of the Voting Stock of
such entity or its general partner, as
applicable.

“Code” means the Internal Revenue Code of
1986, as amended from time to time, and
any successor statute.

“Commission” or “SEC” means the Securities
and Exchange Commission.

“Consolidated Cash Flow” means, with
respect to any specified Person for any
period, the Consolidated Net Income of
such Person for such period plus:

an amount equal to any net loss
realized by such Person or any of its
Restricted Subsidiaries in connection
with an Asset Sale, to the extent such
losses were deducted in computing
such Consolidated Net Income; plus

ey

provision for taxes based on income
or profits of such Person and its
Restricted Subsidiaries for such

(2)period, to the extent that such
provision for taxes was deducted in
computing such Consolidated Net
Income; plus

(3)consolidated interest expense of such
Person and its Restricted Subsidiaries
for such period, whether paid or
accrued and whether or not
capitalized (including, without
limitation, amortization of debt
issuance costs and original issue
discount, non-cash interest payments,
the interest component of any
deferred payment obligations, the
interest component of all payments
associated with Capital Lease
Obligations, imputed interest with
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respect to Attributable Debt,
commissions, discounts and other fees
and charges incurred in respect of
letter of credit or bankers’ acceptance
financings), and net of the effect of all
payments made or received pursuant
to interest rate Hedging Obligations,
to the extent that any such expense
was deducted in computing such
Consolidated Net Income; plus

depreciation and amortization
(including amortization of intangibles
but excluding amortization of prepaid
cash expenses that were paid in a
prior period), impairment and other
non-cash expenses (excluding any
such non-cash expense to the extent
that it represents an accrual of or
reserve for cash expenses in any
future period or amortization of a
prepaid cash expense that was paid in
a prior period) of such Person and its
Restricted Subsidiaries for such
period to the extent that such
depreciation and amortization,
impairment and other non-cash
expenses were deducted in computing
such Consolidated Net Income; plus
53
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unrealized non-cash losses resulting
from foreign currency balance sheet
adjustments required by GAAP to the
extent such losses were deducted in
computing such Consolidated Net
Income; plus

(&)

all extraordinary, unusual or
non-recurring items of loss or
(6)expense, to the extent such items were
deducted in computing such
Consolidated Net Income; minus

non-cash items increasing such
Consolidated Net Income for such

(7)period, other than items that were
accrued in the ordinary course of
business,

in each case, on a consolidated basis and
determined in accordance with GAAP.

“Consolidated Net Income” means, with
respect to any specified Person for any
period, the aggregate of the Net Income of
such Person and its Restricted
Subsidiaries for such period, on a
consolidated basis, determined in
accordance with GAAP, provided that:

the Net Income (but not loss) of any
Person that is not a Restricted
Subsidiary of such specified Person or
that is accounted for by the equity
method of accounting will be
included, but only to the extent of the
amount of dividends or distributions
paid in cash to the specified Person or
a Restricted Subsidiary of such
specified Person;

ey

(2)the Net Income of any Restricted
Subsidiary of such specified Person
that is not a Guarantor will be
excluded to the extent that the
declaration or payment of dividends
or similar distributions by that
Restricted Subsidiary of that Net
Income is not at the date of
determination permitted without any
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prior governmental approval (that has
not been obtained) or, directly or
indirectly, by operation of the terms
of its charter or any judgment, decree,
order, statute, rule or governmental
regulation applicable to that
Restricted Subsidiary or its
stockholders, partners or members
except to the extent the amount of
dividends or distributions paid in cash
to the Issuers or any Restricted
Subsidiary (unless the income of such
Restricted Subsidiary would
otherwise be excluded from
Consolidated Net Income pursuant to
this proviso of this definition);

the cumulative effect of a change in
(3)accounting principles will be
excluded;

unrealized losses and gains for such
period under derivative instruments
included in the determination of
Consolidated Net Income, including,
without limitation, those resulting
from the application of the Financial

(4) Accounting Standards Board (FASB)
Accounting Standards Codification
(ASC) Topic No. 815, and any other
losses and gains for such period that
are assumed by PL. Manufacturing
and the PL. Manufacturing Members
will be excluded; and

any nonrecurring charges relating to
any premium or penalty paid, write
off of deferred finance costs or other
charges in connection with redeeming
or retiring any Indebtedness prior to

(5)its Stated Maturity (including
premiums or penalties paid to
counterparties in connection with the
breakage, termination or unwinding of
Hedging Obligations) will be
excluded.

“Consolidated Net Tangible Assets” means,
with respect to any Person at any date of
determination, the aggregate amount of
total assets included in such Person’s most
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recent quarterly or annual consolidated
balance sheet prepared in accordance with
GAAP minus the sum of: (a) all current
liabilities reflected in such balance sheet
(other than liabilities assumed by PL
Manufacturing and the PL Manufacturing
Members) and (b) all goodwill,
trademarks, patents, unamortized debt
discounts and expenses and other like
intangibles reflected in such balance
sheet.

“Continuing Directors” means, as of any
date of determination, any member of the
Board of Directors of the General Partner
who:

54
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was a member of such Board of
(1)Directors on the date of the indenture;
or

was nominated for election or elected
to such Board of Directors with the
approval of the Qualifying Owners or

(2)of a majority of the Continuing
Directors who were members of such
Board at the time of such nomination
or election.

“Credit Agreement” means that certain
Amended and Restated Credit Agreement,
entered into in connection with the
offering of the old notes, among the
Company, the Operating Company,
Morgan Stanley Senior Funding, Inc., as
administrative agent, and the other lenders
party thereto, including any related notes,
guarantees, collateral documents,
instruments and agreements executed in
connection therewith, and in each case as
amended, restated, modified, renewed,
refunded, replaced or refinanced from
time to time.

“Credit Facilities” means one or more debt
facilities (including, without limitation,
the Credit Agreement), commercial paper
facilities or secured capital markets
financings, in each case with banks or
other institutional lenders or institutional
investors providing for revolving credit
loans, term loans, receivables financing
(including through the sale of receivables
to such lenders or to special purpose
entities formed to borrow from such
lenders against such receivables), letters
of credit or secured capital markets
financings, in each case, as amended,
restated, modified, renewed, refunded,
replaced or refinanced (including
refinancing with any capital markets
transaction) in whole or in part from time
to time.

“Customary Recourse Exceptions” means,

with respect to any Non-Recourse Debt of
an Unrestricted Subsidiary, exclusions
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from the exculpation provisions with
respect to such Non-Recourse Debt for
the voluntary bankruptcy of such
Unrestricted Subsidiary, fraud,
misapplication of cash, environmental
claims, waste, willful destruction and
other circumstances customarily excluded
by lenders from exculpation provisions or
included in separate indemnification
agreements in non-recourse financings.

“Default” means any event that is, or with
the passage of time or the giving of notice
or both would be, an Event of Default.

“Disqualified Equity Interest” means any
Equity Interest that, by its terms (or by the
terms of any security into which it is
convertible, or for which it is
exchangeable, in each case at the option
of the holder of the Equity Interest), or
upon the happening of any event, matures
or is mandatorily redeemable, pursuant to
a sinking fund obligation or otherwise, or
redeemable at the option of the holder of
the Equity Interest, in whole or in part, on
or prior to the date that is 91 days after the
date on which the notes mature.
Notwithstanding the preceding sentence,
any Equity Interest that would constitute
Disqualified Equity Interest solely
because the holders of the Equity Interest
have the right to require the Company to
repurchase or redeem such Capital Stock
upon the occurrence of a change of
control or an asset sale will not constitute
Disqualified Equity Interest if the terms of
such Equity Interest provide that the
Company may not repurchase or redeem
any such Equity Interest pursuant to such
provisions unless such repurchase or
redemption complies with the covenant
described above under the caption “Certain
Covenants—Restricted Payments.”

“Domestic Subsidiary” means any
Restricted Subsidiary of the Company
that was formed under the laws of the
United States or any state of the United
States or the District of Columbia.

105



Edgar Filing: WALT DISNEY CO/ - Form 10-Q

“Equity Interests” means Capital Stock and
all warrants, options or other rights to
acquire Capital Stock (but excluding any
debt security that is convertible into, or
exchangeable for, Capital Stock).

“Equity Offering” means any public or
private sale of Capital Stock (other than a
Disqualified Equity Interest) made for
cash on a primary basis by the Company
after the date of the indenture, provided
that any sale of Capital Stock to an
Affiliate of the Company shall not be
deemed an Equity Offering.

“Exchange Act” means the United States
Securities Exchange Act of 1934, as
amended. “Exchange Notes” means the
notes issued in an Exchange Offer
pursuant to the indenture.

“Exchange Offer” has the meaning set forth
for such term in the applicable registration
rights agreement.
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“Existing Indebtedness” means the
aggregate principal amount of
Indebtedness of the Company and its
Restricted Subsidiaries (other than
Indebtedness under the Credit Agreement
which is considered incurred under clause
(1) of the second paragraph under the
covenant entitled “Certain Covenants—
Incurrence of Indebtedness and Issuance
of Disqualified Equity Interests” and other
than intercompany Indebtedness) in
existence on the date of the indenture,
until such amounts are repaid.

The term “fair market value” means the
value that would be paid by a willing
buyer to an unaffiliated willing seller in a
transaction not involving distress or
necessity of either party, determined in
good faith by the Board of Directors of
the General Partner in the case of amounts
of $35.0 million or more and otherwise by
an officer of the General Partner.

“FERC Subsidiary” means a Restricted
Subsidiary of the Company that is subject
to the regulatory jurisdiction of the
Federal Energy Regulatory Commission
(or any successor thereof) under Section 7
of the Natural Gas Act of 1938.

“Fixed Charge Coverage Ratio” means with
respect to any specified Person for any
four-quarter reference period, the ratio of
the Consolidated Cash Flow of such
Person for such period to the Fixed
Charges of such Person for such period.
In the event that the specified Person or
any of its Restricted Subsidiaries incurs,
assumes, guarantees, repays, repurchases
or redeems any Indebtedness (other than
ordinary working capital borrowings) or
issues, repurchases or redeems preferred
stock subsequent to the commencement of
the applicable four-quarter reference
period and on or prior to the date on
which the event for which the calculation
of the Fixed Charge Coverage Ratio is
made (the “Calculation Date”), then the
Fixed Charge Coverage Ratio will be
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calculated giving pro forma effect to such
incurrence, assumption, guarantee,
repayment, repurchase or redemption of
Indebtedness, or such issuance,
repurchase or redemption of preferred
stock, and the use of the proceeds
therefrom as if the same had occurred at
the beginning of such period. If any
Indebtedness bears a floating rate of
interest and is being given pro forma
effect, the interest expense on such
Indebtedness will be calculated as if the
average rate in effect from the beginning
of such period to the Calculation Date had
been the applicable rate for the entire
period (taking into account any interest
Hedging Obligation applicable to such
Indebtedness, but if the remaining term of
such interest Hedging Obligation is less
than 12 months, then such interest
Hedging Obligation shall only be taken
into account for that portion of the period
equal to the remaining term thereof). If
any Indebtedness that is being given pro
forma effect bears an interest rate at the
option of such Person, the interest rate
shall be calculated by applying such
optional rate chosen by such Person.
Interest on Indebtedness that may
optionally be determined at an interest
rate based upon a factor of a prime or
similar rate, a eurocurrency interbank
offered rate, or other rate, shall be deemed
to have been based upon the rate actually
chosen, or, if none, then based upon such
optional rate chosen as such Person may
designate.

In addition, for purposes of calculating
the Fixed Charge Coverage Ratio:

(1)acquisitions that have been made by
the specified Person or any of its
Restricted Subsidiaries, including
through mergers, consolidations or
otherwise (including acquisitions of
assets used in a Permitted Business),
and including in each case any related
financing transactions (including
repayment of Indebtedness) during
the four-quarter reference period or
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subsequent to such reference period
and on or prior to the Calculation
Date, will be given pro forma effect
as if they had occurred on the first day
of the four-quarter reference period,
including any Consolidated Cash
Flow and any pro forma expense and
cost reductions that have occurred or
are reasonably expected to occur
within the next 12 months, in the
reasonable judgment of the chief
financial or accounting officer of the
Company (regardless of whether
those cost savings or operating
improvements could then be reflected
in pro forma financial statements in
accordance with Regulation S-X
promulgated under the Securities Act
or any other regulation or policy of
the SEC n related thereto);

the Consolidated Cash Flow
attributable to discontinued
operations, as determined in

(2)accordance with GAAP, and
operations or businesses disposed of
prior to the Calculation Date, will be
excluded;
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the Fixed Charges attributable to
discontinued operations, as
determined in accordance with
GAAP, and operations or businesses
disposed of prior to the Calculation

(3)Date, will be excluded, but only to the

extent that the obligations giving rise
to such Fixed Charges will not be
obligations of the specified Person or
any of its Restricted Subsidiaries
following the Calculation Date;

any Person that is a Restricted
Subsidiary of the specified Person on
the Calculation Date will be deemed
to have been a Restricted Subsidiary
of the specified Person at all times
during such four-quarter period;

“)

any Person that is not a Restricted
Subsidiary of the specified Person on
the Calculation Date will be deemed

(5)not to have been a Restricted
Subsidiary of the specified Person at
any time during such four-quarter
period; and

interest income reasonably anticipated
by such Person to be received during
the applicable four quarter period
from cash or Cash Equivalents held
by such Person or any Restricted

(6) Subsidiary of such Person, which cash
or Cash Equivalents exist on the
Calculation Date or will exist as a
result of the transaction giving rise to
the need to calculate the Fixed Charge
Coverage Ratio, will be included.

“Fixed Charges” means, with respect to any
specified Person for any period, the sum,
without duplication, of:

(1)the consolidated interest expense of
such Person and its Restricted
Subsidiaries for such period, whether
paid or accrued (including, without
limitation, amortization of debt
issuance costs and original issue
discount, non-cash interest payments,
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the interest component of any
deferred payment obligations, the
interest component of all payments
associated with Capital Lease
Obligations, imputed interest with
respect to Attributable Debt,
commissions, discounts and other fees
and charges incurred in respect of
letter of credit or bankers’ acceptance
financings), and net of the effect of all
payments made or received pursuant
to interest rate Hedging Obligations;
plus

the consolidated interest expense of
such Person and its Restricted
Subsidiaries that was capitalized
during such period; plus

2)

any interest expense on Indebtedness
of another Person that is guaranteed
by such Person or one of its Restricted
Subsidiaries or secured by a Lien on
assets of such Person or one of its
Restricted Subsidiaries, whether or
not such guarantee or Lien is called
upon; plus

3)

all dividends, whether paid or accrued
and whether or not in cash, on any
series of Disqualified Equity Interest
of such Person or any of its Restricted
Subsidiaries, other than dividends on

(4)Equity Interests payable solely in
Equity Interests of the Company
(other than Disqualified Equity
Interest) or to the Company or a
Restricted Subsidiary of the
Company,

in each case, on a consolidated basis and
in accordance with GAAP.

“Foreign Subsidiary” means any Subsidiary
of the Company that is not a Domestic
Subsidiary.

“GAAP” means generally accepted
accounting principles in the United States,
applied in accordance with customary
requirements thereof.
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“General Partner” means PetroLogistics GP
LLC, a Delaware limited liability

company, and its successors and

permitted assigns as general partner of the
Company or as the business entity with

the ultimate authority to manage the
business and operations of the Company.

The term “guarantee” means a guarantee
other than by endorsement of negotiable
instruments for collection in the ordinary
course of business, direct or indirect, in
any manner including, without limitation,
by way of a pledge of assets or through
letters of credit or reimbursement
agreements in respect thereof, of all or
any part of any Indebtedness. When used
as a verb, “guarantee” has a correlative
meaning.
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“Guarantors”’ means each of:

(1)the Operating Company; and

any other Restricted Subsidiary of the
Company that becomes a Guarantor in
accordance with the provisions of the
indenture;

2)

and their respective successors and
assigns, in each case, until the Subsidiary
Guarantee of such Person has been
released in accordance with the provisions
of the indenture.

“Hedging Obligations” means, with respect
to any specified Person, the obligations of
such Person incurred in the normal course
of business and consistent with past
practices and not for speculative purposes
under:

interest rate swap agreements, interest
rate cap agreements and interest rate
collar agreements entered into with
one or more financial institutions and
(1)designed to protect the Person or any
of its Restricted Subsidiaries entering
into the agreement against
fluctuations in interest rates with
respect to Indebtedness incurred;

foreign exchange contracts and
currency protection agreements
entered into with one of more
financial institutions and designed to

(2)protect the Person or any of its
Restricted Subsidiaries entering into
the agreement against fluctuations in
currency exchanges rates with respect
to Indebtedness incurred;

any commodity futures contract,
commodity option or other similar
agreement or arrangement designed to
protect against fluctuations in the
price of Hydrocarbons used,
produced, processed or sold by that
Person or any of its Restricted
Subsidiaries at the time; and

3)
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other agreements or arrangements
designed to protect such Person or
any of its Restricted Subsidiaries
against fluctuations in interest rates,
commodity prices or currency
exchange rates.

“)

“Holdco” means Propylene Holdings LLC,
a Delaware limited liability company.

“Holder” means a Person in whose name a
Note is registered.

“Hydrocarbons” means crude oil, natural
gas, casinghead gas, drip gasoline, natural
gasoline, condensate, distillate, liquid
hydrocarbons, gaseous hydrocarbons,
hydrogen gas and all constituents,
elements or compounds thereof and
products refined or processed therefrom.

“Indebtedness” means, with respect to any
specified Person, any indebtedness of
such Person, whether or not contingent:

(1)in respect of borrowed money;

evidenced by bonds, notes, debentures
or similar instruments or letters of
credit (or reimbursement agreements
in respect thereof;

2)

(3)in respect of bankers’ acceptances;

representing Capital Lease
Obligations and Attributable Debt in
respect of Sale and Leaseback
Transactions;

“)

representing the balance deferred and
unpaid of the purchase price of any
(5)property, except any such balance that
constitutes an accrued expense or
trade payable; or
58
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( 6)representing any net Hedging
Obligations,

if and to the extent any of the preceding
items (other than letters of credit and
Hedging Obligations) would appear as a
liability upon a balance sheet of the
specified Person prepared in accordance
with GAAP. In addition, the term
“Indebtedness” includes (1) all Indebtedness
of any other Person secured by a Lien on
any asset of the specified Person (whether
or not such Indebtedness is assumed by
the specified Person) and, to the extent
not otherwise included, the guarantee by
the specified Person of any Indebtedness
of any other Person. The term
“Indebtedness,” however, excludes any
repayment or reimbursement obligation of
such Person or any of its Restricted
Subsidiaries with respect to Customary
Recourse Exceptions, unless and until an
event or circumstance occurs that triggers
the Person’s or such Restricted Subsidiary’s
direct repayment or reimbursement
obligation (as opposed to contingent or
performance obligations) to the lender or
other Person to whom such obligation is
actually owed, in which case the amount
of such direct payment or reimbursement
obligation shall constitute Indebtedness
and (2) any losses assumed by PL
Manufacturing and the PL Manufacturing
Members.

The amount of any Indebtedness
outstanding as of any date will be:

the accreted value of the
Indebtedness, in the case of any
Indebtedness issued with original
issue discount;

ey

in the case of any Hedging
Obligation, the termination value of
the agreement or arrangement giving
rise to such Hedging Obligation that
would be payable by such Person at
such date; and

2
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the principal amount of the
Indebtedness, together with any
(3)interest on the Indebtedness that is
more than 30 days past due, in the
case of any other Indebtedness.

“Investment Grade Rating” means a rating
equal to or higher than Baa3 (or the
equivalent) by Moody’s or BBB- (or the
equivalent) by S&P.

“Investments” means, with respect to any
Person, all direct or indirect investments
by such Person in other Persons
(including Affiliates) in the forms of loans
(including guarantees or other
obligations), advances or capital
contributions (excluding (1) commission,
travel and similar advances to officers and
employees made in the ordinary course of
business and (2) advances to customers in
the ordinary course of business that are
recorded as accounts receivable on the
balance sheet of the lender), purchases or
other acquisitions for consideration of
Indebtedness, Equity Interests or other
securities, together with all items that are
or would be classified as investments on a
balance sheet prepared in accordance with
GAAP. If the Company or any Restricted
Subsidiary of the Company sells or
otherwise disposes of any Equity Interests
of any direct or indirect Restricted
Subsidiary of the Company such that,
after giving effect to any such sale or
disposition, such Person is no longer a
Restricted Subsidiary of the Company, the
Company will be deemed to have made
an Investment on the date of any such sale
or disposition in an amount equal to the
fair market value of the Equity Interests
of such Restricted Subsidiary not sold or
disposed of in an amount determined as
provided in the final paragraph of the
covenant described above under the
caption “Certain Covenants—Restricted
Payments.” The acquisition by the
Company or any Subsidiary of the
Company of a Person that holds an
Investment in a third Person will be
deemed to be an Investment made by the
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Company or such Subsidiary in such third
Person in an amount equal to the fair
market value of the Investment held by
the acquired Person in such third Person
on the date of any such acquisition in an
amount determined as provided in the
final paragraph of the covenant described
above under the caption “Certain
Covenants—Restricted Payments.”

“Joint Venture” means any Person that is
not a direct or indirect Subsidiary of the
Company in which the Company or any
of its Restricted Subsidiaries makes any
Investment.

“Lien” means, with respect to any asset, any
mortgage, lien, pledge, charge, security
interest or encumbrance of any kind in
respect of such asset, whether or not filed,
recorded or otherwise perfected under
applicable law, including any conditional
sale or other title retention agreement, any
lease in the nature thereof, any option or
other agreement to sell or give a security
interest in and any filing of or agreement
to give any financing statement under the
Uniform Commercial Code (or equivalent
statutes) of any jurisdiction other than a
precautionary financing statement
respecting a lease not intended as a
security agreement. In no event will a
right of first refusal or right of first offer
be deemed to constitute a Lien.

59
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“Make Whole Premium” means, with
respect to a note at any time, the excess, if
any, of (a) the present value at such time
of (i) the redemption price of such note at
April 1, 2016 plus (ii) any required
interest payments due on such note
through April 1, 2016 (except for
currently accrued and unpaid interest),
computed using a discount rate equal to
the Treasury Rate plus 50 basis points,
discounted to the redemption date on a
semi-annual basis (assuming a 360-day
year consisting of twelve 30-day months),
over (b) the principal amount of such
note.

“Moody’s” means Moody’s Investors
Service, Inc. or any successor to the rating
agency business thereof.

“Net Income” means, with respect to any
specified Person, the net income (loss) of
such Person, determined in accordance
with GAAP and before any reduction in
respect of preferred stock dividends,
excluding, however:

any gain (but not loss), together with
any related provision for taxes on
such gain (but not loss), realized in
connection with: (a) any Asset Sale;
or (b) the disposition of any securities
by such Person or the extinguishment
of any Indebtedness of such Person;
and

ey

any extraordinary gain (but not loss),
together with any related provision for
taxes on such extraordinary gain (but
not loss).

2)

“Net Proceeds” means the aggregate cash
(which term, for purposes of this
definition, shall include cash equivalents)
proceeds (including, in the case of any
casualty, condemnation or similar
proceeding, insurance, condemnation or
similar proceeds) received by the
Company or any of its Restricted
Subsidiaries in respect of any Asset Sale
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(including, without limitation, any cash
received upon the sale or other disposition
of any non-cash consideration received in

any

ey

2

3)

C))

Asset Sale), net of:

the direct costs relating to such Asset
Sale, including, without limitation,
legal, accounting and investment
banking fees, and sales commissions,
and any relocation expenses incurred
as a result of the Asset Sale;

taxes paid or payable as a result of the
Asset Sale, in each case, after taking
into account any available tax credits
or deductions and any tax sharing
arrangements;

amounts required to be applied to the
repayment of Indebtedness secured by
a Lien on the properties or assets that
were the subject of such Asset Sale;
and

any amounts to be set aside in any
reserve established in accordance with
GAAP or any amount placed in
escrow, in either case for adjustment
in respect of the sale price of such
properties or assets or for liabilities
associated with such Asset Sale and
retained by the Company or any of its
Restricted Subsidiaries until such time
as such reserve is reversed or such
escrow arrangement is terminated, in
which case Net Proceeds shall include
only the amount of the reserve so
reversed or the amount returned to the
Company or its Restricted
Subsidiaries from such escrow
arrangement, as the case may be.

“Non-Recourse Debt” means Indebtedness:

(1)

as to which neither the Company nor
any of its Restricted Subsidiaries (a)
provides credit support of any kind
(including any undertaking,
agreement or instrument that would
constitute Indebtedness), (b) is
directly or indirectly liable as a
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guarantor or otherwise, except for
Customary Recourse Exceptions, or
(c) is the lender;

no default with respect to which
(including any rights that the holders
of the Indebtedness may have to take
enforcement action against an
Unrestricted Subsidiary) would
permit, upon notice, lapse of time or
both, any holder of any other
Indebtedness (other than the notes) of
the Company or any of its Restricted
Subsidiaries to declare a default on
such other Indebtedness or cause the
payment of the Indebtedness to be
accelerated or payable prior to its
Stated Maturity; and

60
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as to which the lenders have been
notified in writing that they will not
have any recourse to the stock or
assets of the Company or any of its
Restricted Subsidiaries, except for
Customary Recourse Exceptions and
as contemplated by clause (9) of the
definition of Permitted Liens.

3)

For purposes of determining compliance
with the covenant described under “Certain
Covenants— Incurrence of Indebtedness and
Issuance of Disqualified Equity Interests”
above, in the event that any

Non-Recourse Debt of any of the
Company’s Unrestricted Subsidiaries
ceases to be Non-Recourse Debt of such
Unrestricted Subsidiary, such event will

be deemed to constitute an incurrence of
Indebtedness by a Restricted Subsidiary

of the Company.

“Obligations” means any principal,
premium, if any, interest (including
interest accruing on or after the filing of
any petition in bankruptcy or for
reorganization, whether or not a claim for
post-filing interest is allowed in such
proceeding), penalties, fees, charges,
expenses, indemnifications,
reimbursement obligations, damages,
guarantees, and other liabilities or
amounts payable under the documentation
governing any Indebtedness or in respect
thereto.

“Partnership Agreement” means the
Amended and Restated Agreement of
Limited Partnership of the Company,
dated as of May 2, 2012, as in effect on
the date of the indenture and as such may
be further amended, modified or
supplemented from time to time.

“Permitted Business” means the gathering,
transporting, treating, processing,
fractionating, marketing, distributing,
storing or otherwise handling
Hydrocarbons or base chemicals that are
derived, directly or indirectly, from
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Hydrocarbons, any similar business, or
any activities or services reasonably
related or ancillary thereto, including
entering into Hedging Obligations to
support these businesses.

“Permitted Business Investments” means
Investments by the Company or any of its
Restricted Subsidiaries in any
Unrestricted Subsidiary of the Company
or in any Joint Venture, provided that:

either (a) at the time of such
Investment and immediately
thereafter, the Company could incur
$1.00 of additional Indebtedness
under the Fixed Charge Coverage
Ratio test set forth in the first
paragraph of the covenant described
under “Certain Covenants—Incurrence of
(1)Indebtedness and Issuance of
Disqualified Equity Interests” above or
(b) such Investment does not exceed
the aggregate amount of Incremental
Funds (as defined in the covenant
described under “Certain
Covenants—Restricted Payments’’) not
previously expended at the time of
making such Investment;

(2)if such Unrestricted Subsidiary or
Joint Venture has outstanding
Indebtedness at the time of such
Investment, either (a) all such
Indebtedness is Non-Recourse Debt
or (b) any such Indebtedness of such
Unrestricted Subsidiary or Joint
Venture that is recourse to the
Company or any of its Restricted
Subsidiaries (which shall include,
without limitation, all Indebtedness of
such Unrestricted Subsidiary or Joint
Venture for which the Company or
any of its Restricted Subsidiaries may
be directly or indirectly, contingently
or otherwise, obligated to pay,
whether pursuant to the terms of such
Indebtedness, by law or pursuant to
any guarantee, including, without
limitation, any “claw-back,” “make-well”
or “keep-well” arrangement) could, at
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the time such Investment is made, be
incurred at that time by the Company
and its Restricted Subsidiaries under
the Fixed Charge Coverage Ratio test
set forth in the first paragraph of the
covenant described under “Certain
Covenants—Incurrence of Indebtedness
and Issuance of Disqualified Equity
Interests”; and

such Unrestricted Subsidiary’s or Joint
(3) Venture’s activities are not outside the
scope of the Permitted Business.
61
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“Permitted Investments” means:

any Investment in the Company or in
a Restricted Subsidiary of the

(1)Company (including through
purchases of notes or other Senior
Debt);

(2)any Investment in Cash Equivalents;

any Investment by the Company or
any Restricted Subsidiary of the
Company in a Person, if as a result of
such Investment:

3)

Q) such Person becomes a Restricted
Subsidiary of the Company; or

such Person is merged, consolidated
or amalgamated with or into, or
transfers or conveys substantially all

(ii) of its properties or assets to, or is
liquidated into, the Company or a
Restricted Subsidiary of the
Company;

any Investment made as a result of the
(4)receipt of non-cash consideration
from:

an Asset Sale that was made pursuant
to and in compliance with the
(i)covenant described above under the
caption “Repurchase at the Option of
Holders—Asset Sales™; or

pursuant to clause (7) of the items
(i1)deemed not to be Asset Sales under
the definition of “Asset Sale”;

any Investment in any Person solely
in exchange for the issuance of Equity
Interests (other than Disqualified
Equity Interest) of the Company;

&)

(6)any Investments received in
compromise of obligations of trade
creditors or customers that were
incurred in the ordinary course of
business, including pursuant to any
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plan of reorganization or similar
arrangement upon the bankruptcy or
insolvency of any trade creditor or
customer, or as a result of a
foreclosure by the Company or any of
its Restricted Subsidiaries with
respect to any secured Investment in
default;

Hedging Obligations permitted to be
incurred under the “Certain

(7)Covenants—Incurrence of Indebtedness
and Issuance of Disqualified Equity
Interests” covenant;

(8)Permitted Business Investments; and

other Investments in any Person
having an aggregate fair market value
(measured on the date each such
Investment was made and without
giving effect to subsequent changes in
value), when taken together with all
other Investments made pursuant to
this clause (9) that are at the time
outstanding, not to exceed the greater
of $35.0 million or 5.0% of the
Company’s Consolidated Net Tangible
Assets; provided, however, that if any
Investment pursuant to this clause (9)
is made in any Person that is not a
Restricted Subsidiary of the Company
at the date of the making of such
Investment and such Person becomes
a Restricted Subsidiary of the
Company after such date, such
Investment shall thereafter be deemed
to have been made pursuant to clause
(1) above and shall cease to have been
made pursuant to this clause (9) for so
long as such Person continues to be a
Restricted Subsidiary of the
Company.

€))

“Permitted Liens” means:

Liens securing any Indebtedness
under any of the Credit Facilities
(1)permitted to be incurred pursuant to
clause (1) of the definition of

Permitted Debt.
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Liens in favor of the Company or any
Guarantor;

2)
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Liens on property of a Person existing
at the time such Person is merged
with or into or consolidated with the
Company or any Restricted
Subsidiary of the Company, provided
that such Liens were in existence
prior to the contemplation of such
merger or consolidation and do not
extend to any assets (other than
improvements thereon, accessions
thereto and proceeds thereof) other
than those of the Person merged into
or consolidated with the Company or
the Restricted Subsidiary;

3)

Liens on property existing at the time
of acquisition of the property by the
Company or any Restricted

(4)Subsidiary of the Company, provided
that such Liens were in existence
prior to the contemplation of such
acquisition;

any interest or title of a lessor to the
(5)property subject to a Capital Lease
Obligation;

(6)Liens on any property or asset
acquired, constructed or improved by
the Company or any of its Restricted
Subsidiaries (a ‘“Purchase Money
Lien’), which (a) are in favor of the
seller of such property or assets, in
favor of the Person developing,
constructing, repairing or improving
such asset or property, or in favor of
the Person that provided the funding
for the acquisition, development,
construction, repair or improvement
cost, as the case may be, of such asset
or property, (b) are created within 360
days after the acquisition,
development, construction, repair or
improvement, (c) secure the purchase
price or development, construction,
repair or improvement cost, as the
case may be, of such asset or property
in an amount up to 100% of the fair
market value of such acquisition,
construction or improvement of such
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asset or property, and (d) are limited
to the asset or property so acquired,
constructed or improved (including
the proceeds thereof, accessions
thereto and upgrades thereof);

Liens existing on the date of the
(7)indenture other than Liens securing
the Credit Facilities;

Liens to secure the performance of
tenders, bids, statutory obligations,
surety or appeal bonds, government
contracts, performance bonds or other
obligations of a like nature incurred in
the ordinary course of business;

®)

Liens on and pledges of the Equity
Interests of any Unrestricted
Subsidiary or any Joint Venture
owned by the Company or any

(9)Restricted Subsidiary of the Company
to the extent securing Non-Recourse
Debt or other Indebtedness of such
Unrestricted Subsidiary or Joint
Venture;

Liens on pipelines or pipeline
(10)facilities that arise by operation of
law;

Liens arising under operating
agreements, joint venture
agreements, partnership agreements,
contracts for purchase, sale, storage,
transportation or exchange of
Hydrocarbons, and other agreements
arising in the ordinary course of
business of the Company and its
Restricted Subsidiaries that are
customary in the Permitted Business;

D

(12)Liens upon specific items of
inventory, receivables or other goods
or proceeds of the Company or any
of its Restricted Subsidiaries
securing such Person’s obligations in
respect of bankers’ acceptances or
receivables securitizations issued or
created for the account of such
Person to facilitate the purchase,
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shipment or storage of such
inventory, receivables or other goods
or proceeds and permitted by the
covenant “Certain
Covenants—Incurrence of
Indebtedness and Issuance of
Disqualified Equity Interests”;

Liens securing Obligations of the
Issuers or any Guarantor under the
notes or the Subsidiary Guarantees,
as the case may be;

(13)

Liens securing any Indebtedness
equally and ratably with all
Obligations due under the notes or
any Subsidiary Guarantee pursuant

(14)to a contractual covenant that limits
Liens in a manner substantially
similar to the covenant described
above under “Certain
Covenants—Liens”;
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(1

5)

Liens to secure performance of
Hedging Obligations of the
Company or any of its Restricted
Subsidiaries;

Liens incurred in the ordinary course
of business of the Company or any
Restricted Subsidiary of the
Company, provided that, after giving
effect to any such incurrence, the
aggregate principal amount of all

(16) Indebtedness then outstanding and

(17

secured by any Liens incurred
pursuant to this clause (16) does not
exceed the greater of $35.0 million
or 5.0% of the Company’s
Consolidated Net Tangible Assets;
and

any Lien renewing, extending,
refinancing or refunding a Lien
permitted by clauses (1) through (15)
above; provided that (a) the principal
amount of the Indebtedness secured
by such Lien is not increased and (b)
no assets encumbered by any such
Lien other than the assets permitted
to be encumbered immediately prior
to such renewal, extension, refinance
or refund are encumbered thereby
(other than improvements thereon,
accessions thereto and proceeds
thereof).

)

“Permitted Refinancing Indebtedness”
means any Indebtedness of the Company
or any of its Restricted Subsidiaries issued
in exchange for, or the net proceeds of
which are used to extend, refinance,
renew, replace, defease or refund other
Indebtedness of the Company or any of its
Restricted Subsidiaries (other than
intercompany Indebtedness); provided
that:

(1)the principal amount of such

Permitted Refinancing Indebtedness
does not exceed the principal amount
of the Indebtedness being extended,
refinanced, renewed, replaced,
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defeased or refunded (plus all accrued
interest on the Indebtedness and the
amount of all expenses and premiums
incurred in connection therewith);

such Permitted Refinancing
Indebtedness has a final maturity date
later than the final maturity date of,
and has a Weighted Average Life to

(2)Maturity equal to or greater than the
Weighted Average Life to Maturity
of, the Indebtedness being extended,
refinanced, renewed, replaced,
defeased or refunded;

if the Indebtedness being extended,
refinanced, renewed, replaced,
defeased or refunded is subordinated
in right of payment to the notes or the
Subsidiary Guarantees, such
Permitted Refinancing Indebtedness
is subordinated in right of payment to
the notes or the Subsidiary Guarantees
on terms at least as favorable to the
Holders of notes as those contained in
the documentation governing the
Indebtedness being extended,
refinanced, renewed, replaced,
defeased or refunded; and

3)

such Indebtedness is not incurred
(other than by way of a guarantee) by
a Restricted Subsidiary of the
Company (other than Finance Corp.)
if the Company is the issuer or other
primary obligor on the Indebtedness
being extended, refinanced, renewed,
replaced, defeased or refunded.

“)

“Person” means any individual, corporation,
partnership, joint venture, association,
joint-stock company, trust,

unincorporated organization, limited
liability company, government or other
entity.

“Qualifying Owners” means (1) one or more
of the Beneficial Owners of Capital Stock
of Holdco on the date of the indenture, (2)
Holdco so long as it is controlled by one

or more of the Beneficial Owners of its
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Equity Interests on the date of the
indenture and (3) the Company.

“Rating Category” means:

with respect to S&P, any of the
(l)following categories: AAA, AA, A,

BBB, BB, B, CCC, CC, C and D (or

equivalent successor categories); and

with respect to Moody’s, any of the
following categories: Aaa, Aa, A,
Baa, Ba, B, Caa, Ca, C and D (or
equivalent successor categories).
64
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“Rating Decline” means a decrease in the
rating of the notes by either Moody’s or
S&P by one or more gradations (including
gradations within Rating Categories as
well as between Rating Categories). In
determining whether the rating of the
notes has decreased by one or more
gradations, gradations within Rating
Categories, namely + or - for S&P, and 1,
2, and 3 for Moody’s, will be taken into
account; for example, in the case of S&P,
a rating decline either from BB+ to BB or
BB- to B+ will constitute a decrease of
one gradation.

“Reporting Default” means a Default
described in clause (4) under “—Events of
Default and Remedies.”

“Restricted Investment” means an
Investment other than a Permitted
Investment.

“Restricted Subsidiary” of a Person means
any Subsidiary of the referent Person that
is not an Unrestricted Subsidiary.
Notwithstanding anything in the
indenture to the contrary, Finance Corp.
and the Operating Company shall be a
Restricted Subsidiary of the Company.

“S&P” refers to Standard & Poor’s Ratings
Services, a division of The McGraw-Hill
Companies, Inc., or any successor to the
rating agency business thereof.

“Sale and Leaseback Transaction” means,
with respect to the Company or any of its
Restricted Subsidiaries, any arrangement
relating to property now owned or
hereafter acquired whereby the Company
or a Restricted Subsidiary sells or
transfers such property to a Person (other
than the Company or a Restricted
Subsidiary) in a transaction qualifying as
an Asset Sale, and the Company or a
Restricted Subsidiary leases it from such
Person.

“Senior Debt” means:
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all Indebtedness of the Company or
any Restricted Subsidiary outstanding

(1)under Credit Facilities and all
Hedging Obligations with respect
thereto;

any other Indebtedness of the
Company or any Restricted
Subsidiary permitted to be incurred
under the terms of the indenture,
unless the instrument under which
such Indebtedness is incurred
expressly provides that it is
subordinated in right of payment to
the notes or any Subsidiary
Guarantee; and

2)

all Obligations with respect to the
items listed in the preceding clauses
(1) and (2). Notwithstanding
anything to the contrary in the
preceding sentence, Senior Debt will
not include:

3)

any intercompany Indebtedness of the
Company or any of its Restricted
Subsidiaries to the Company or any of
its Affiliates; or

®

... any Indebtedness that is incurred in

(1) . . .
violation of the indenture.

For the avoidance of doubt, “Senior Debt”

will not include any trade payables or

taxes owed or owing by the Company or

any Restricted Subsidiary.

“Services Agreement” means the Services
Agreement by and between the General
Partner and PL Midstream LLC, an entity
that is controlled by Lindsay Goldberg
(“PL Midstream”), pursuant to which the
employees and executive officers of the
General Partner perform management and
administrative services for PL Midstream
and under which the General Partner is
entitled to be reimbursed by PL
Midstream for all reasonable direct and
indirect expenses that it incurs in
connection with providing these services.
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“Significant Subsidiary” means any
Subsidiary that would be a “significant
subsidiary” as defined in Article 1, Rule
1-02 of Regulation S-X, promulgated
pursuant to the Securities Act, as such
Regulation is in effect on the date of the
indenture.

“Stated Maturity” means, with respect to
any installment of interest or principal on
any series of Indebtedness, the date on
which the payment of interest or principal
was scheduled to be paid in the original
documentation governing such
Indebtedness, and will not include any
contingent obligations to repay, redeem or
repurchase any such interest or principal
prior to the date originally scheduled for
the payment thereof.
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“Subsidiary” means, with respect to any
specified Person:

any corporation, association or other
business entity (other than a
partnership or limited liability
company) of which more than 50% of
the total voting power of Voting
Stock is at the time owned or
controlled, directly or indirectly, by
that Person or one or more of the
other Subsidiaries of that Person (or a
combination thereof); and

ey

any partnership (whether general or
limited) or limited liability company
(a) the sole general partner or the
managing general partner or
managing member of which is such
Person or a Subsidiary of such
Person, or (b) if there is more than a
single general partner or member,
either (x) the only general partners or

(2)managing members of which are such
Person or one or more Subsidiaries of
such Person (or any combination
thereof) or (y) such Person owns or
controls, directly or indirectly, a
majority of the outstanding general
partner interests, member interests or
other Voting Stock of such
partnership or limited liability
company, respectively.

“Subsidiary Guarantee” means any
guarantee by a Guarantor of the Issuers’
Obligations under the indenture and on
the notes.

“Treasury Rate” means the yield to maturity
at the time of computation of United
States Treasury securities with a constant
maturity (as compiled and published in
the most recent Federal Reserve
Statistical Release H. 15(519) which has
become publicly available at least two
Business Days prior to the date fixed for
redemption (or, if such Statistical Release
is no longer published, any publicly
available source of similar market data))
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most nearly equal to the period from the
redemption date to April 1, 2016;
provided, however, that if such period is
not equal to the constant maturity of a
United States Treasury security for which
a weekly average yield is given, the
Company shall obtain the Treasury Rate
by linear interpolation (calculated to the
nearest one-twelfth of a year) from the
weekly average yields of United States
Treasury securities for which such yields
are given, except that if the period from
the redemption date to April 1, 2016 is
less than one year, the weekly average
yield on actually traded United States
Treasury securities adjusted to a constant
maturity of one year shall be used. The
Company will

calculate the Treasury Rate on the
(i)second Business Day preceding the
applicable redemption date and

prior to such redemption date file
with the trustee an officers’ certificate
setting forth the Make Whole
Premium and the Treasury Rate and
showing the calculation of each in
reasonable detail.

(i)

“Unrestricted Subsidiary” means any
Subsidiary of the Company (other than
Finance Corp. or the Operating
Company) that is designated by the Board
of Directors of the General Partner as an
Unrestricted Subsidiary pursuant to a
Board Resolution, but only to the extent
that such Subsidiary:

except to the extent permitted by
subclause (2)(b) of the definition of
“Permitted Business Investments,” has

(1)no Indebtedness other than
Non-Recourse Debt owing to any
Person other than the Company or any
of its Restricted Subsidiaries;

(2)is not party to any agreement,
contract, arrangement or
understanding with the Company or
any Restricted Subsidiary of the
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Company unless the terms of any
such agreement, contract,
arrangement or understanding are no
less favorable to the Company or such
Restricted Subsidiary than those that
might be obtained at the time from
Persons who are not Affiliates of the
Company;

is a Person with respect to which
neither the Company nor any of its
Restricted Subsidiaries has any direct
or indirect obligation (a) to subscribe

(3)for additional Equity Interests or (b)

66

to maintain or preserve such Person’s
financial condition or to cause such
Person to achieve any specified levels
of operating results; and

138



Edgar Filing: WALT DISNEY CO/ - Form 10-Q

Table of Contents
has not guaranteed or otherwise
directly or indirectly provided credit
(4) support for any Indebtedness of the
Company or any of its Restricted
Subsidiaries.

All Subsidiaries of an Unrestricted
Subsidiary shall also be Unrestricted
Subsidiaries.

Any designation of a Subsidiary of the
Company as an Unrestricted Subsidiary

will be evidenced to the trustee by filing
with the trustee a Board Resolution giving
effect to such designation and an officers’
certificate certifying that such designation
complied with the preceding conditions

and was permitted by the covenant
described above under the caption “—Certain
Covenants—Restricted Payments.” If, at any
time, any Unrestricted Subsidiary would

fail to meet the preceding requirements as
an Unrestricted Subsidiary, it will

thereafter cease to be an Unrestricted
Subsidiary for purposes of the indenture

and any Indebtedness of such Subsidiary
will be deemed to be incurred by a
Restricted Subsidiary of the Company as

of such date and, if such Indebtedness is

not permitted to be incurred as of such

date under the covenant described under

the caption “—Certain Covenants—Incurrence
of Indebtedness and Issuance of
Disqualified Equity Interests,” the

Company will be in default of such
covenant.

“Voting Stock” of any Person as of any date
means the Capital Stock of such Person

that is at the time entitled (without regard

to the occurrence of any contingency) to
vote in the election of the Board of
Directors of such Person.

“Weighted Average Life to Maturity”
means, when applied to any Indebtedness
at any date, the number of years obtained
by dividing:

(1)
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2

67

the sum of the products obtained by
multiplying (a) the amount of each
then remaining installment, sinking
fund, serial maturity or other required
payments of principal, including
payment at final maturity, in respect
of the Indebtedness, by (b) the
number of years (calculated to the
nearest one-twelfth) that will elapse
between such date and the making of
such payment; by

the then outstanding principal amount
of such Indebtedness.
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PLAN OF DISTRIBUTION

You may transfer new notes issued under
the exchange offer in exchange for the old
notes if:

you acquire the new notes in the ordinary
course of your business;

you have no arrangement or
understanding with any person to
participate in the distribution (within the
“meaning of the Securities Act) of such
new notes in violation of the provisions
of the Securities Act; and

you are not our “affiliate” (within the
-meaning of Rule 405 under the Securities
Act).

Each broker-dealer that receives new
notes for its own account pursuant to the
exchange offer in exchange for old notes
that were acquired by such broker-dealer
as a result of market-making or other
trading activities must acknowledge that it
will deliver a prospectus in connection
with any resale of such new notes. This
prospectus, as it may be amended or
supplemented from time to time, may be
used by a broker-dealer in connection
with resales of new notes received in
exchange for old notes, where such old
notes were acquired as a result of
market-making activities or other trading
activities.

If you wish to exchange new notes for

your old notes in the exchange offer, you
will be required to make representations

to us as described in “Exchange
Offer—Purpose and Effect of the Exchange
Offer” and “—Procedures for Tendering—Y our
Representations to Us” in this prospectus
and in the letter of transmittal. In

addition, if you are a broker-dealer who
receives new notes for your own account

in exchange for old notes that were
acquired by you as a result of
market-making activities or other trading
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activities, you will be required to
acknowledge that you will deliver a
prospectus in connection with any resale
by you of such new notes.

We will not receive any proceeds from
any sale of new notes by broker-dealers.
New notes received by broker-dealers for
their own account pursuant to the
exchange offer may be sold from time to
time in one or more transactions in any of
the following ways:

-in the over-the-counter market;
-in negotiated transactions;

through the writing of options on the new
-notes or a combination of such methods
of resale;

at market prices prevailing at the time of
resale;

at prices related to such prevailing
market prices; or

-at negotiated prices.

Any such resale may be made directly to
purchasers or to or through brokers or
dealers who may receive compensation in
the form of commissions or concessions
from any such broker-dealer or the
purchasers of any such new notes.

Any broker-dealer that resells new notes
that were received by it for its own
account pursuant to the exchange offer in
exchange for old notes that were acquired
by such broker-dealer as a result of
market-making or other trading activities
may be deemed to be an “underwriter”
within the meaning of the Securities Act
and must, therefore, deliver a prospectus
meeting the requirements of the Securities
Act in connection with any resale of new
notes received by it in the exchange offer.
The letter of transmittal states that by
acknowledging that it will deliver and by
delivering a prospectus, a broker-dealer
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will not be deemed to admit that it is an
“underwriter” within the meaning of the
Securities Act. We agreed to permit the
use of this prospectus for a period of up to
180 days after the completion of the
exchange offer by such broker-dealers to
satisfy this prospectus delivery
requirement. Furthermore, we agree to
amend or supplement this prospectus
during such period, if so requested, in
order to expedite or facilitate the
disposition of any new notes by
broker-dealers.

We have agreed to pay all expenses
incident to the exchange offer, other than
fees and expenses of counsel to the
holders and brokerage commissions and
transfer taxes, if any, and will indemnify
the holders of the old notes (including any
broker-dealers) against certain liabilities,
including liabilities under the Securities
Act.

68
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CERTAIN UNITED STATES FEDERAL
INCOME TAX CONSEQUENCES

The following discussion is a summary of
certain U.S. federal income tax
considerations relevant to the exchange of
old notes for new notes, but does not
purport to be a complete analysis of all
potential tax effects. The discussion is
based upon the Internal Revenue Code of
1986, as amended, or the Code, Treasury
Regulations, Internal Revenue Service
rulings and pronouncements and judicial
decisions now in effect, all of which may
be subject to change at any time by
legislative, judicial or administrative
action. These changes may be applied
retroactively in a manner that could
adversely affect a holder of new notes.
We cannot assure you that the Internal
Revenue Service will not challenge one or
more of the tax consequences described in
this discussion, and we have not obtained,
nor do we intend to obtain, a ruling from
the IRS or an opinion of counsel with
respect to the U.S. federal tax
consequences described herein. Some
holders, including financial institutions,
insurance companies, regulated
investment companies, tax-exempt
organizations, dealers in securities or
currencies, persons whose functional
currency is not the U.S. dollar, or persons
who hold the notes as part of a hedge,
conversion transaction, straddle or other
risk reduction transaction may be subject
to special rules not discussed below.

We recommend that each holder consult
his own tax advisor as to the particular

tax consequences of exchanging such
holder’s old notes for new notes, including
the applicability and effect of any foreign,
state, local or other tax laws or estate

or gift tax considerations.

We believe that the exchange of old notes
for new notes will not be an exchange or
otherwise a taxable event to a holder for
United States federal income tax
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purposes. Accordingly, a holder will not
recognize gain or loss upon receipt of a
new note in exchange for an old note in
the exchange, and the holder’s basis and
holding period in the new note will be the
same as its basis and holding period in the
corresponding old note immediately
before the exchange.

LEGAL MATTERS

The validity of the new notes offered in
this exchange offer will be passed upon
for us by Vinson & Elkins L.L.P., New
York, New York.

EXPERTS

The consolidated financial statements of
PetroLogistics LP appearing in
PetroLogistics LP’s Annual Report (Form
10-K) for the year ended December 31,
2012 have been audited by Ernst &
Young LLP, independent registered
public accounting firm, as set forth in
their report thereon, included therein, and
incorporated herein by reference. Such
consolidated financial statements are
incorporated herein by reference in
reliance upon such report given on the
authority of such firm as experts in
accounting and auditing.
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LETTER OF TRANSMITTAL

TO TENDER

0Old 6.25% Senior Notes due 2020

OF

PETROLOGISTICS LP
PETROLOGISTICS FINANCE CORP.
PURSUANT TO THE EXCHANGE
OFFER AND PROSPECTUS

DATED ,2013

THE EXCHANGE OFFER AND
WITHDRAWAL RIGHTS WILL
EXPIRE AT 5:00 P.M., NEW YORK
CITY TIME, ON [¢], 2013 (THE
“EXPIRATION DATE”), UNLESS THE
EXCHANGE OFFER IS EXTENDED
BY THE ISSUERS.

The Exchange Agent for the Exchange
Offer is:

Wells Fargo Bank, National Association
(Exchange Agent/Depositary addresses)

By Registered & Certified Mail:
WELLS FARGO BANK, N.A.
Corporate Trust Operations
MAC N9303-121

PO Box 1517

Minneapolis, MN 55480

By Regular Mail or Overnight Courier:
WELLS FARGO BANK, N.A.
Corporate Trust Operations

MAC N9303-121

Sixth & Marquette Avenue
Minneapolis, MN 55479

In Person by Hand Only:

WELLS FARGO BANK, N.A.

12t Floor - Northstar East Building
Corporate Trust Operations

608 Second Avenue South
Minneapolis, MN 55402

By Facsimile (for Eligible Institutions

only):
(612) 667-6282
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For Information or Confirmation by
Telephone:
(800) 344-5128

If you wish to exchange old 6.25% Senior
Notes due 2020 for an equal aggregate
principal amount at maturity of new
6.25% Senior Notes due 2020 pursuant to
the exchange offer, you must validly
tender (and not withdraw) old notes to the
exchange agent prior to the expiration
date.

The undersigned hereby acknowledges
receipt of the Prospectus, dated s
2013 (the “Prospectus”), of PetroLogistics
LP and PetroLogistics Finance Corp.
(collectively, the “Issuers”), and this Letter
of Transmittal (the “Letter of Transmittal”),
which together describe the Issuer’s offer
(the “Exchange Offer”) to exchange its
issued and outstanding 6.25% Senior

Notes due 2020 (the “old notes™) for a like
principal amount of its 6.25% Senior

Notes due 2020 (the “new notes”) that have
been registered under the Securities Act,

as amended (the “Securities Act”).
Capitalized terms used but not defined
herein have the respective meaning given
to them in the Prospectus.
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The Issuers reserve the right, at any time
or from time to time, to extend the
Exchange Offer at their discretion, in
which event the term “Expiration Date”
shall mean the latest date to which the
Exchange Offer is extended. In order to
extend the exchange offer, we will notify
the exchange agent orally or in writing of
any extension. We will notify the
registered holders of old notes of the
extension by a press release issued no
later than 9:00 a.m., New York City time,
on the business day after the previously
scheduled expiration date.

This Letter of Transmittal is to be used by
holders of the old notes. Tender of old
notes is to be made according to the
Automated Tender Offer Program, or
ATOP, of the Depository Trust Company,
or DTC, pursuant to the procedures set
forth in the prospectus under the caption
“Exchange Offer—Procedures for Tendering.”
DTC participants that are accepting the
Exchange Offer must transmit their
acceptance to DTC, which will verify the
acceptance and execute a book-entry
delivery to the Exchange Agent’s DTC
account. DTC will then send a
computer-generated message known as an
“agent’s message” to the exchange agent for
its acceptance. For you to validly tender
your old notes in the Exchange Offer, the
Exchange Agent must receive, prior to the
Expiration Date, an agent’s message under
the ATOP procedures that confirms that:

DTC has received your instructions to
tender your old notes; and

_you agree to be bound by the terms of
this Letter of Transmittal.

BY USING THE ATOP PROCEDURES
TO TENDER OLD NOTES, YOU WILL
NOT BE REQUIRED TO DELIVER
THIS LETTER OF TRANSMITTAL TO
THE EXCHANGE AGENT.
HOWEVER, YOU WILL BE BOUND
BY ITS TERMS, AND YOU WILL BE

148



Edgar Filing: WALT DISNEY CO/ - Form 10-Q

DEEMED TO HAVE MADE THE
ACKNOWLEDGEMENTS AND THE
REPRESENTATIONS AND
WARRANTIES IT CONTAINS, JUST
AS IF YOU HAD SIGNED IT.

PLEASE READ THE
ACCOMPANYING INSTRUCTIONS
CAREFULLY.

Ladies and Gentlemen:

ey

2

3)

C))

By tendering old notes in the
Exchange Offer, you acknowledge
receipt of the Prospectus and this
Letter of Transmittal.

By tendering old notes in the
Exchange Offer, you represent and
warrant that you have full authority to
tender the old notes described above
and will, upon request, execute and
deliver any additional documents
deemed by the Issuers to be necessary
or desirable to complete the tender of
old notes.

You understand that the tender of the
old notes pursuant to all of the
procedures set forth in the Prospectus
will constitute an agreement between
the undersigned and the Issuers as to
the terms and conditions set forth in
the Prospectus.

By tendering old notes in the
Exchange Offer, you acknowledge
that the Exchange Offer is being made
in reliance upon interpretations
contained in no-action letters issued to
third parties by the staff of the
Securities and Exchange Commission,
or the SEC, including Exxon Capital
Holdings Corp., SEC No-Action
Letter (available May 13, 1988),
Morgan Stanley & Co., Inc., SEC
No-Action Letter (available June 5,
1991) and Shearman & Sterling, SEC
No-Action Letter (available July 2,
1993), that the new notes issued in
exchange for the old notes pursuant to
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the Exchange Offer may be offered
for resale, resold and otherwise
transferred by holders thereof without
compliance with the registration and
prospectus delivery provisions of the
Securities Act of 1933, as amended
(the “Securities Act”) (other than a
broker-dealer who purchased old
notes exchanged for such new notes
directly from the Issuers to resell
pursuant to Rule 144A or any other
available exemption under the
Securities Act, and any such holder
that is an “affiliate” of the Issuers within
the meaning of Rule 405 under the
Securities Act), provided that such
new notes are acquired in the ordinary
course of such holders’ business and
such holders are not participating in,
and have no arrangement with any
other person to participate in, the
distribution of such new notes.
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By tendering old notes in the
(5)Exchange Offer, you hereby represent
and warrant that:

the new notes acquired pursuant to the
Exchange Offer are being obtained in

(a)the ordinary course of business of the
undersigned, whether or not you are
the holder;

you have no arrangement or
understanding with any person to
(b)participate in the distribution of old
notes or new notes within the
meaning of the Securities Act;

you are not an “affiliate,” as such term is
defined under Rule 405 promulgated
under the Securities Act, of the
Company;

(©)

if you are a broker-dealer, you will
receive the new notes for your own
account in exchange for old notes that
were acquired as a result of
market-making activities or other

(d)trading activities, and you
acknowledge that you will deliver a
prospectus (or, to the extent permitted
by law, make available a prospectus)
in connection with any resale of such
new notes; and

if you are a broker-dealer that
participates in the exchange offer with
respect to old notes acquired for your
own account as a result of
(e)market-making activities or other
trading activities, you have not
entered into any arrangement or
understanding with us or any of our
“affiliates” to distribute the new notes.

You may, if you are unable to make all of
the representations and warranties
contained in Item 5 above and as
otherwise permitted in the Registration
Rights Agreement (as defined below),
elect to have your old notes registered in
the shelf registration statement described
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in the Registration Rights Agreement,
dated March 28, 2013, by and among
PetroLogistics LP, PetroLogistics Finance
Corp., PL Propylene LLC and the initial
purchasers party thereto. Such election
may be made by notifying the Issuers in
writing at 600 Travis Street, Suite 3250,
Houston, Texas 77002, Attention: Richard
Rice, Senior Vice President, General
Counsel and Corporate Secretary. By
making such election, you agree, as a
holder of old notes participating in a shelf
registration, to indemnify and hold
harmless the Issuers, the guarantors, and
their respective directors, each of the
officers of the Issuers and the guarantors
who signs such shelf registration
statement, and each person who controls
the Issuers or any of the guarantors,
within the meaning of either the Securities
Act or the Exchange Act, and the
respective officers, directors, partners,
employees, representatives and agents of
each such person, from and against any
and all losses, claims, damages or
liabilities caused by any untrue statement
or alleged untrue statement of a material
fact contained in any shelf registration
statement or prospectus, or in any
supplement thereto or amendment thereof,
or caused by the omission or alleged
omission to state therein a material fact
required to be stated therein or necessary
to make the statements therein, in the light
of the circumstances under which they
were made, not misleading; but only with
respect to information relating to the
undersigned furnished in writing by or on
behalf of the undersigned expressly for
use in a shelf registration statement, a
prospectus or any amendments or
supplements thereto. Any such
indemnification shall be governed by the
terms and subject to the conditions set
forth in the Registration Rights
Agreement, including, without limitation,
the provisions regarding notice, retention
of counsel, contribution and payment of
expenses set forth therein. The above
summary of the indemnification
provisions of the Registration Rights
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Agreement is not intended to be
exhaustive and is qualified in its entirety
by the Registration Rights Agreement.

If you are a broker-dealer that will
receive new notes for your own
account in exchange for old notes that
were acquired as a result of
market-making activities or other
trading activities, you acknowledge,
by tendering old notes in the

(6) Exchange Offer, that you will deliver
a prospectus in connection with any
resale of such new notes; however, by
so acknowledging and by delivering a
prospectus, you will not be deemed to
admit that you are an “underwriter”
within the meaning of the Securities
Act.

If you are a broker-dealer and old
notes held for your own account were
not acquired as a result of

(7)market-making or other trading
activities, such old notes cannot be
exchanged pursuant to the Exchange
Offer.

Any of your obligations hereunder
shall be binding upon your
successors, assigns, executors,
administrators, trustees in bankruptcy,
and legal and personal
representatives.
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INSTRUCTIONS

FORMING PART OF THE TERMS
AND CONDITIONS OF THE
EXCHANGE OFFER

1.Book-Entry Confirmations

Any confirmation of a book-entry transfer
to the Exchange Agent’s account at DTC
of old notes tendered by book-entry
transfer (a “Book-Entry Confirmation™), as
well as an agent’s message and any other
documents required by this Letter of
Transmittal, must be received by the
Exchange Agent at its address set forth
herein prior to 5:00 p.m., New York City
time, on the Expiration Date.

2.Partial Tenders

Tenders of old notes will be accepted only
in minimum denominations of $2,000 and
integral multiples of $1,000 in excess
thereof. The entire principal amount of
old notes delivered to the Exchange Agent
will be deemed to have been tendered
unless otherwise communicated to the
Exchange Agent. If the entire principal
amount of all old notes is not tendered,
then old notes for the principal amount of
old notes not tendered and new notes
issued in exchange for any old notes
accepted will be delivered to the holder
via the facilities of DTC promptly after
the old notes are accepted for exchange.

3.Validity of Tenders

All questions as to the validity, form,
eligibility (including time of receipt),
acceptance and withdrawal of tendered
old notes will be determined by the
Issuers, in their sole discretion, which
determination will be final and binding.
The Issuers reserve the absolute right to
reject any or all tenders not in proper form
or the acceptance for exchange of which
may, in the opinion of counsel for the
Issuers, be unlawful. The Issuers also
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reserve the absolute right to waive any of
the conditions of the Exchange Offer or
any defect or irregularity in the tender of
any old notes. The Issuers’ interpretation
of the terms and conditions of the
Exchange Offer (including the
instructions on the Letter of Transmittal)
will be final and binding on all parties.
Unless waived, any defects or
irregularities in connection with tenders
of old notes must be cured within such
time as the Issuers shall determine.
Although the Issuers intend to notify
holders of defects or irregularities with
respect to tenders of old notes, neither the
Issuers, the Exchange Agent nor any other
person shall be under any duty to give
notification of any defects or irregularities
in tenders or incur any liability for failure
to give such notification. Tenders of old
notes will not be deemed to have been
made until such defects or irregularities
have been cured or waived. Any old
notes received by the Exchange Agent
that are not properly tendered and as to
which the defects or irregularities have
not been cured or waived will be returned
by the Exchange Agent to the tendering
holders, unless otherwise provided in the
Letter of Transmittal, promptly following
the Expiration Date.

4. Waiver of Conditions

The Issuers reserve the absolute right to
waive, in whole or part, up to the
expiration of the Exchange Offer, any of
the conditions to the Exchange Offer set
forth in the Prospectus or in this Letter of
Transmittal.

5.No Conditional Tender
No alternative, conditional, irregular or
contingent tender of old notes will be

accepted.

Requests for Assistance or Additional
"Copies
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Requests for assistance or for additional
copies of the Prospectus or this Letter of
Transmittal may be directed to the
Exchange Agent at the address or
telephone number set forth on the cover
page of this Letter of Transmittal.
Holders may also contact their broker,
dealer, commercial bank, trust company
or other nominee for assistance
concerning the Exchange Offer.
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7. Withdrawal

Tenders may be withdrawn only pursuant

to the limited withdrawal rights set forth

in the Prospectus under the caption
“Exchange Offer—Withdrawal of Tenders.”

8.No Guarantee of Late Delivery

There is no procedure for guarantee of
late delivery in the Exchange Offer.

IMPORTANT: BY USING THE ATOP
PROCEDURES TO TENDER OLD
NOTES, YOU WILL NOT BE
REQUIRED TO DELIVER THIS
LETTER OF TRANSMITTAL TO THE
EXCHANGE AGENT. HOWEVER,
YOU WILL BE BOUND BY ITS
TERMS, AND YOU WILL BE
DEEMED TO HAVE MADE THE
ACKNOWLEDGEMENTS AND THE
REPRESENTATIONS AND
WARRANTIES IT CONTAINS, JUST
AS IF YOU HAD SIGNED IT.
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PART II

INFORMATION NOT REQUIRED IN
PROSPECTUS

Item 20. Indemnification of Directors and
Officers.

The section of the prospectus entitled
"The Partnership
Agreement—Indemnification” is
incorporated herein by reference and
discloses that we will generally indemnify
the directors and officers of our general
partner to the fullest extent permitted by
law against all losses, claims, damages or
similar events. Subject to any terms,
conditions or restrictions set forth in our
partnership agreement, Section 17-108 of
the Delaware Act empowers a Delaware
limited partnership to indemnify and hold
harmless any partner or other person from
and against all claims and demands
whatsoever.

Section 18-108 of the Delaware Limited
Liability Company Act provides that a
Delaware limited liability company may
indemnify and hold harmless any member
or manager or other person from and
against any and all claims and demands
whatsoever. The limited liability company
agreement of PetroLogistics GP LLC, our
general partner, provides for the
indemnification of its directors and
officers against liabilities they incur in
their capacities as such. We may enter
into indemnity agreements with each of
its current directors and officers to give
these directors and officers additional
contractual assurances regarding the
scope of the indemnification set forth in
our general partner's limited liability
company agreement and to provide
additional procedural protections.

Any underwriting agreement entered into
in connection with the sale of the
securities offered pursuant to this
registration statement will provide for
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indemnification of officers and directors
of the general partner, including liabilities
under the Securities Act.

Item 21. Exhibits and Financial
Statement Schedules.

The following documents are filed as
exhibits to this Registration
Statement, including those exhibits

(a)incorporated herein by reference to a
prior filing of the Company under the
Securities Act or the Exchange Act as
indicated in parentheses:

Exhibit Description

Number
Certificate of Limited Partnership
of PetroLogistics LP
(incorporated by reference to

3.1*  Exhibit 3.1 to the Registrant’s
Form S-1 filed with the
Commission on June 21, 2011

(File No. 333-175035)).

3 ik Certificate of Incorporation of
' PetroLogistics Finance Corp.

3 3k Certificate of Formation of PL

' Propylene LLC.

First Amended and Restated

Agreement of Limited

Partnership of PetroLogistics LP

incorporated herein by reference

to Exhibit 3.1 to the Current

Report on Form 8-K for

PetroLogistics LP, filed May 9,

2012 (File No. 001-35529).

4.1*

4 Bylaws of PetroLogistics Finance
' Corp.
Second Amended and Restated
4.3**%  Limited Liability Company
Agreement of PL Propylene LLC.

4.4% Indenture, dated March 28, 2013,
among PetroLogistics LP,
PetroLogistics Finance Corp., the
guarantors party thereto and
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4.5%

II-1

Wells Fargo Bank, National
Association, as trustee
incorporated herein by reference
to Exhibit 4.1 to the Current
Report on Form 8-K for
PetroLogistics LP, filed on March
28, 2013 (File No. 001-35529).

Registration Rights Agreement,
dated March 28, 2013, by and
among PetroLogistics LP,
PetroLogistics Finance Corp., PL
Propylene LLC and the initial
purchasers party thereto
incorporated herein by reference
to Exhibit 4.2 to the Current
Report on Form 8-K for
PetroLogistics LP, filed on March
28, 2013 (File No. 001-35529).
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Exhibit
Number

5.1%*

Description

Opinion of Vinson & Elkins
L.L.P.

10, 1%+ Statement regarding computation
' of ratios.

1 1+ List of subsidiaries of
' PetroLogistics LP.

23.1*%* Consent of Ernst & Young LLP.

93 Consent of Vinson & Elkins
’ L.L.P. (included in Exhibit 5.1).

Power of Attorney (included on
24.1*%* the signature page attached
hereto).

Statement of Eligibility on Form

25.1%*
T-1 of Wells Fargo Bank, N.A.

* Incorporated by reference, as indicated.
**Filed herewith.

(b) Financial Statement Schedules.

Schedules are omitted because they either
are not required or are not applicable or
because equivalent information has been
included in the financial statements, the
notes thereto or elsewhere herein.

Item 22. Undertakings.

Insofar as indemnification for liabilities
arising under the Securities Act may be
permitted to directors, officers and
controlling persons of the registrants, we
have been advised that, in the opinion of
the Securities and Exchange Commission,
such indemnification is against public
policy and is, therefore, unenforceable. In
the event that a claim for indemnification
against such liabilities (other than the
payment by any registrant of expenses
incurred or paid by a director, officer or
controlling person of a registrant in the
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successful defense of any action, suit or
proceeding) is asserted by such director,
officer or controlling person in connection
with the securities being registered, such
registrant will, unless in the opinion of its
counsel the matter has been settled by
controlling precedent, submit to a court of
appropriate jurisdiction the question
whether such indemnification by it is
against public policy as expressed in the
Securities Act and will be governed by
the final adjudication of such issue.

Each registrant hereby undertakes:

To file, during any period in which offers
or sales are being made, a post-effective
amendment to this registration statement
to:

include any prospectus required by
(a)Section 10(a)(3) of the Securities Act
of 1933;

reflect in the prospectus any facts or
events arising after the effective date
of this registration statement (or the
most recent post-effective amendment
thereof) which, individually or in the
aggregate, represent a fundamental
change in the information set forth in
this registration statement;
notwithstanding the foregoing, any
increase or decrease in the volume of
securities offered (if the total dollar
value of securities offered would not

(b)exceed that which was registered) and
any deviation from the low or high
end of the estimated maximum
offering range may be reflected in the
form of prospectus filed with the SEC
pursuant to Rule 424(b) if, in the
aggregate, the changes in volume and
price represent no more than a 20%
change in the maximum aggregate
offering price set forth in the
“Calculation of Registration Fee” table
in the effective registration statement;
and

1I-2
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to include any material information
with respect to the plan of distribution
not previously disclosed in this
registration statement, or any material
change to such information in this
registration statement.

(©)

That, for the purpose of determining any
liability under the Securities Act of 1933,
each such post-effective amendment shall
be deemed to be a new registration
statement relating to the securities offered
therein, and the offering of such securities
at that time shall be deemed to be the
initial bona fide offering thereof.

To remove from registration by means of
a post-effective amendment any of the
securities being registered that remain
unsold at the termination of the offering.

That, for the purpose of determining
liability under the Securities Act of 1933
to any purchaser, if such registrant is
subject to Rule 430C, each prospectus
filed pursuant to Rule 424(b) as part of a
registration statement relating to an
offering, other than registration
statements relying on Rule 430B or other
than prospectuses filed in reliance on Rule
430A, shall be deemed to be part of and
included in the registration statement as of
the date it is first used after effectiveness;
provided, however, that no statement
made in a registration statement or
prospectus that is part of the registration
statement or made in a document
incorporated or deemed incorporated by
reference into the registration statement or
prospectus that is part of the registration
statement will, as to a purchaser with a
time of contract of sale prior to such first
use, supersede or modify any statement
that was made in the registration
statement or prospectus that was part of
the registration statement or made in any
such document immediately prior to such
date of first use.
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That, for the purpose of determining
liability of such registrant under the
Securities Act of 1933 to any purchaser in
the initial distribution of the securities, in
a primary offering of securities of such
registrant pursuant to this registration
statement, regardless of the underwriting
method used to sell the securities to the
purchaser, if the securities are offered or
sold to such purchaser by means of any of
the following communications, the
undersigned registrant will be a seller to
the purchaser and will be considered to
offer or sell such securities to such
purchaser:

any preliminary prospectus or
prospectus of the undersigned

(a)registrants relating to the offering
required to be filed pursuant to Rule
424,

any free writing prospectus relating to
the offering prepared by or on behalf
of such registrant or used or referred
to by the undersigned registrants;

(b)

the portion of any other free writing
prospectus relating to the offering
containing material information about
the undersigned registrants or their
securities provided by or on behalf of
such registrant; and

(©)

any other communication that is an
(d)offer in the offering made by such
registrant to the purchaser.

That, for purposes of determining any
liability under the Securities Act of 1933,
each filing of a registrant annual report
pursuant to Section 13(a) or Section 15(d)
of the Securities Exchange Act of 1934
(and, where applicable, each filing of an
employee benefit plan’s annual report
pursuant to Section 15(d) of the Securities
Exchange Act of 1934) that is
incorporated by reference in the
registration statement shall be deemed to
be a new registration statement relating to
the securities offered therein, and the
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offering of such securities at that time
shall be deemed to be the initial bona fide
offering thereof.

To deliver or cause to be delivered with
the prospectus, to each person to whom
the prospectus is sent or given, the latest
annual report to security holders that is
incorporated by reference in the
prospectus and furnished pursuant to, and
meeting the requirements of, Rule 14a-3
or Rule 14¢-3 under the Securities
Exchange Act of 1934; and, where
interim financial information required to
be presented by Article 3 of Regulation
S-X is not set forth in the prospectus, to
deliver, or cause to be delivered to each
person to whom the prospectus is sent or
given, the latest quarterly report that is
specifically incorporated by reference in
the prospectus to provide such interim
financial information.

1I-3
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To respond to requests for information
that are incorporated by reference into the
prospectus pursuant to Items 4, 10(b), 11
or 13 of this Form, within one business
day of receipt of such request, and to send
the incorporated documents by first class
mail or other equally prompt means. This
includes information contained in
documents filed subsequent to the
effective date of the registration statement
through the date of responding to the
request.

To supply by means of a post-effective
amendment all information concerning a
transaction, and the company being
acquired involved therein, that was not
the subject of and included in the
registration statement when it became
effective.

1I-4
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Pursuant to the requirements of the
Securities Act of 1933, the registrant
certifies that it has reasonable grounds to
believe that it meets all of the
requirements for filing on Form S-4 and
has duly caused this registration statement
to be signed on its behalf by the
undersigned, thereunto duly authorized, in
Houston, Texas, on this 22nd day of
November 2013.

PETROLOGISTICS LP
PETROLOGISTICS GP

‘LLC
its general partner

By

By:/s/ David Lumpkins
Name: David Lumpkins
Title: Executive Chairman

POWER OF ATTORNEY

Each person whose signature appears
below appoints Richard Rice, Nathan
Ticatch and Sharon Spurlin, and each of
them, each of whom may act without the
joinder of the others, as his or her true and
lawful attorneys-in-fact and agents, with
full power of substitution and
resubstitution, for him or her and in his or
her name, place and stead, in any and all
capacities, to sign any and all
amendments (including post-effective
amendments) to this Registration
Statement and any Registration Statement
(including any amendments thereto) for
this offering that is to be effective upon
filing pursuant to Rule 462(b) under the
Securities Act of 1933, as amended, and
to file the same, with all exhibits thereto,
and all other documents in connection
therewith, with the Securities and
Exchange Commission, granting unto said
attorneys-in-fact and agents, and each of
them, full power and authority to do and
perform each and every act and thing
requisite and necessary to be done, as
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fully to all intents and purposes as he or
she might or would do in person, hereby
ratifying and confirming all that said
attorneys-in-fact and agents or any of
them or their or his or her substitute and
substitutes, may lawfully do or cause to
be done by virtue hereof.

Pursuant to the requirements of the
Securities Act of 1933, as amended, this
Registration Statement has been signed by
the following persons in the capacities
and on the dates indicated.

Signature Title Date
Executive

Chairman and
director of

/s/ David PetroLogistics November
Lumpkins GPLLC 22,2013
(Principal
Executive
Officer)
David
Lumpkins
President and
Chief
/s/ Nathan I(E));ECCI::ZE d November
Ticatch : 22,2013
director of
PetroLogistics
GP LLC

Nathan Ticatch

Senior Vice
President and
Chief
Financial

/s/ Sharon Officer of November

. PetroLogistics
Spurlin GP LLC 22,2013

(Principal

Financial and

Accounting

Officer)
Sharon Spurlin

/s/Jaime Director of November
Buehl-Reichard PetroLogistics 22, 2013
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GPLLC
Jaime
Buehl-Reichard

Director of

/s/ Alan E. PetroLogistics November
Goldberg GP LLC 22,2013
Alan E.

Goldberg

Director of

/s/ Lance L. HirtPetroLogistics 1;2() v;(;r;l;er
GP LLC ’

Lance L. Hirt

SIGNATURE PAGES
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Signature Title

/s/ Zalmie Director (.)f .

Jacobs PetroLogistics
GP LLC

Zalmie

Jacobs

Js/ Phillip D, irector of

Kramer PetroLogistics
GP LLC

Phillip D.

Kramer

/s/ Robert D. Director (.)f .

Lindsay PetroLogistics
GP LLC

Robert D.

Lindsay

/s/Hallie A, Director of

Vanderhider PetroLogistics
GP LLC

Hallie A.

Vanderhider

/sl John B, ~ Director of

Walker PetroLogistics
GP LLC

John B.

Walker

/s/ Andrew S. Director (.)f .

Weinberg PetroLogistics
GP LLC

Andrew S.

Weinberg

SIGNATURE PAGES

Date

November
22,2013

November
22,2013

November
22,2013

November
22,2013

November
22,2013

November
22,2013

171



Edgar Filing: WALT DISNEY CO/ - Form 10-Q

Table of Contents
SIGNATURES

Pursuant to the requirements of the
Securities Act of 1933, the registrant
certifies that it has reasonable grounds to
believe that it meets all of the
requirements for filing on Form S-4 and
has duly caused this registration statement
to be signed on its behalf by the
undersigned, thereunto duly authorized, in
Houston, Texas, on this 22nd day of
November 2013.

PETROLOGISTICS FINANCE CORP.

By: /s/ Richard Rice
Name: Richard Rice
Title: CQrporate Secretary and
Director

POWER OF ATTORNEY

Each person whose signature appears
below appoints Richard Rice, Nathan
Ticatch and Sharon Spurlin, and each of
them, each of whom may act without the
joinder of the others, as his or her true and
lawful attorneys-in-fact and agents, with
full power of substitution and
resubstitution, for him or her and in his or
her name, place and stead, in any and all
capacities, to sign any and all
amendments (including post-effective
amendments) to this Registration
Statement and any Registration Statement
(including any amendments thereto) for
this offering that is to be effective upon
filing pursuant to Rule 462(b) under the
Securities Act of 1933, as amended, and
to file the same, with all exhibits thereto,
and all other documents in connection
therewith, with the Securities and
Exchange Commission, granting unto said
attorneys-in-fact and agents, and each of
them, full power and authority to do and
perform each and every act and thing
requisite and necessary to be done, as
fully to all intents and purposes as he or
she might or would do in person, hereby
ratifying and confirming all that said
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attorneys-in-fact and agents or any of
them or their or his or her substitute and
substitutes, may lawfully do or cause to
be done by virtue hereof.

Pursuant to the requirements of the
Securities Act of 1933, as amended, this
Registration Statement has been signed by
the following persons in the capacities
and on the dates indicated.

Signature Title Date
President and Chief
/s/ Nathan Exgcdl?uvi Officer November
Ticatch ~ 20¢ @irector 22,2013
(Principal
Executive Officer)
Nathan
Ticatch
Chief Financial
Officer and
/s/ Sharon Treasurer and November

Spurlin  director (Principal 22,2013
Financial and
Accounting Officer)

Sharon

Spurlin

/s/
Richard
Rice
Richard
Rice

Corporate Secretary November
and director 22,2013

SIGNATURE PAGES
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Pursuant to the requirements of the
Securities Act of 1933, the registrant
certifies that it has reasonable grounds to
believe that it meets all of the
requirements for filing on Form S-4 and
has duly caused this registration statement
to be signed on its behalf by the
undersigned, thereunto duly authorized, in
Houston, Texas, on this 22nd day of
November 2013.

PL PROPYLENE LLC

By: /s/ Sharon Spurlin
Name: Sharon Spurlin
Senior Vice President and

Title:  ~pief Financial Officer

POWER OF ATTORNEY

Each person whose signature appears
below appoints Richard Rice, David
Lumpkins, Nathan Ticatch and Sharon
Spurlin, and each of them, each of whom
may act without the joinder of the others,
as his or her true and lawful
attorneys-in-fact and agents, with full
power of substitution and resubstitution,
for him or her and in his or her name,
place and stead, in any and all capacities,
to sign any and all amendments (including
post-effective amendments) to this
Registration Statement and any
Registration Statement (including any
amendments thereto) for this offering that
is to be effective upon filing pursuant to
Rule 462(b) under the Securities Act of
1933, as amended, and to file the same,
with all exhibits thereto, and all other
documents in connection therewith, with
the Securities and Exchange Commission,
granting unto said attorneys-in-fact and
agents, and each of them, full power and
authority to do and perform each and
every act and thing requisite and
necessary to be done, as fully to all intents
and purposes as he or she might or would
do in person, hereby ratifying and
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confirming all that said attorneys-in-fact
and agents or any of them or their or his
or her substitute and substitutes, may
lawfully do or cause to be done by virtue
hereof.

Pursuant to the requirements of the
Securities Act of 1933, as amended, this
Registration Statement has been signed by
the following persons in the capacities
and on the dates indicated.

Signature Title Date
/s/ David g)};?;z;ﬁ November
Lumpkins Executive Officer) 22,2013
David
Lumpkins
/s/ Nathan flgfisrigie[;:l November
Ticatch Executive Officer) 22,2013
Nathan
Ticatch
Senior Vice
President and
/s/ Sharon Chl.ef Fmapmgl November
. Officer (Principal
Spurlin . . 22,2013
Financial and
Accounting
Officer)
Sharon
Spurlin
SIGNATURE PAGES

175



Edgar Filing: WALT DISNEY CO/ - Form 10-Q

Table of Contents

INDEX

Exhibit
Number

3.1%

3.2%*

3.3%*

4.1*

4.2%%

4.3%*

4.4

4.5%

TO EXHIBITS

Description

Certificate of Limited Partnership
of PetroLogistics LP
(incorporated by reference to
Exhibit 3.1 to the Registrant’s
Form S-1 filed with the
Commission on June 21, 2011
(File No. 333-175035)).

Certificate of Incorporation of
PetroLogistics Finance Corp.

Certificate of Formation of PL
Propylene LLC.

First Amended and Restated
Agreement of Limited
Partnership of PetroLogistics LP
incorporated herein by reference
to Exhibit 3.1 to the Current
Report on Form 8-K for
PetroLogistics LP, filed May 9,
2012 (File No. 001-35529).

Bylaws of PetroLogistics Finance
Corp.

Second Amended and Restated
Limited Liability Company
Agreement of PL Propylene LLC.

Indenture, dated March 28, 2013,
among PetroLogistics LP,
PetroLogistics Finance Corp., the
guarantors party thereto and
Wells Fargo Bank, National
Association, as trustee
incorporated herein by reference
to Exhibit 4.1 to the Current
Report on Form 8-K for
PetroLogistics LP, filed on March
28, 2013 (File No. 001-35529).

Registration Rights Agreement,
dated March 28, 2013, by and
among PetroLogistics LP,
PetroLogistics Finance Corp., PL
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23.2%*

24.1%*

Propylene LLC and the initial
purchasers party thereto
incorporated herein by reference
to Exhibit 4.2 to the Current
Report on Form 8-K for
PetroLogistics LP, filed on March
28, 2013 (File No. 001-35529).

Opinion of Vinson & Elkins
L.L.P.

Statement regarding computation
of ratios.

List of subsidiaries of
PetroLogistics LP.

Consent of Ernst & Young LLP.

Consent of Vinson & Elkins
L.L.P. (included in Exhibit 5.1).

Power of Attorney (included on
the signature page attached
hereto).

Statement of Eligibility on Form
T-1 of Wells Fargo Bank, N.A.

* Incorporated by reference, as indicated.
**Filed herewith.
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