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35($0%/(�
7KH� 7H[DV� &RQVWLWXWLRQ� KDV� SURWHFWHG� KRPHVWHDGV� IURP� IRUFHG� VDOH� IRU� ���� \HDUV�� � 7KH
FRQVWLWXWLRQDO�SURYLVLRQV�SHUPLWWHG�ORDQV�IRU�WKH�SXUSRVHV�RI�����SXUFKDVH�PRQH\������WD[HV�����
DQ� RZHOW\� RI� SDUWLWLRQ�� ���� WKH� UHILQDQFH� RI� D� OLHQ�� LQFOXGLQJ� WD[� OLHQV�� DQG� ���� KRPH
LPSURYHPHQWV���7KH���WK�/HJLVODWXUH�SDVVHG�+RXVH�-RLQW�5HVROXWLRQ�����+-5������ZKLFK�ZDV
DGRSWHG�E\�WKH�YRWHUV�RQ�1RYHPEHU�����������(IIHFWLYH�-DQXDU\����������+-5����FUHDWHV�WZR
DGGLWLRQDO�FDWHJRULHV�RI�DXWKRUL]HG�OLHQV��DQ�HTXLW\�ORDQ�DQG�D�UHYHUVH�PRUWJDJH�RQ�D�KRPHVWHDG�
�+-5� ��� DOVR� PRGLILHV� WKH� H[LVWLQJ� SURYLVLRQV� UHJDUGLQJ� OLHQV� RQ� D� KRPHVWHDG� IRU� KRPH
LPSURYHPHQW�SXUSRVHV�

6HFWLRQ�����$UWLFOH�;9,�RI� WKH� FRQVWLWXWLRQ� HQXPHUDWHV� WKH� SHUPLVVLEOH� HQFXPEUDQFHV� RQ� D
KRPHVWHDG�� � 6HFWLRQ� ��� DGGUHVVHV� RQO\� WKH� HOHPHQWV� QHFHVVDU\� WR� FUHDWH� D� YDOLG� OLHQ� RQ� D
KRPHVWHDG�� � 'LIIHUHQW� VWDWXWHV� DQG� FRQVWLWXWLRQDO� SURYLVLRQV� JRYHUQ� WKH� OHJDOLW\� RI� FUHGLW
WUDQVDFWLRQV�DQG�VSHFLILFDOO\�ORDQV����6HFWLRQ�����$UWLFOH�;9,�RI�WKH�FRQVWLWXWLRQ�SHUPLWV�LQWHUHVW
UDWHV�RI�����RU�OHVV�RQ�FUHGLW�WUDQVDFWLRQV���,W�WKHQ�VWDWHV�WKDW�WKH�/HJLVODWXUH�PD\�E\�VWDWXWH�
FODVVLI\�ORDQV�DQG�SURYLGH�DOWHUQDWLYH�LQWHUHVW�UDWHV���7KH�/HJLVODWXUH�GLG�VR�LQ�7LWOH�����7H[DV
&LYLO� 6WDWXWHV� DQG� LQ� 7LWOHV� �� DQG� ���7H[DV� )LQDQFH� &RGH�� � $� PRUWJDJH� ORDQ V� FODVVLILFDWLRQ
UHJDUGLQJ�WKH�DSSURSULDWH�WUHDWPHQW�XQGHU�FUHGLW�ODZ�KLQJHV�XSRQ�WKH�OLHQ�SRVLWLRQ���$�ILUVW�OLHQ
PRUWJDJH�ORDQ�LV�JRYHUQHG�E\�WKH�SURYLVLRQV�RI�6XEWLWOH�,��7LWOH�����+RZHYHU��&RQJUHVV�LQ�WKH
HQDFWPHQW�RI�WKH�'HSRVLWRU\�,QVWLWXWLRQV�'HUHJXODWLRQ�DQG�0RQHWDU\�&RQWURO�$FW�RI������DQG
WKH�$OWHUQDWLYH�0RUWJDJH�7UDQVDFWLRQV�3DULW\�$FW�SUHHPSWHG�VWDWH�LQWHUHVW�UDWH�OLPLWDWLRQV�RQ
FHUWDLQ� ILUVW� OLHQ� UHVLGHQWLDO� PRUWJDJH� ORDQV�� � $� VHFRQGDU\� PRUWJDJH� ORDQ� WKDW� H[FHHGV� WKH
FRQVWLWXWLRQDO�UDWH�RI�����LQWHUHVW� IDOOV�ZLWKLQ�WKH� MXULVGLFWLRQ�RI�6XEWLWOH� ,,��7LWOH����� �7KH
VSHFLILF�VWDWXWRU\�SURYLVLRQV�DUH�IRXQG�LQ�DUW��������&KDSWHU��$��6XEFKDSWHU�*�

5HJXODWRU\�$XWKRULW\

7KH�IDFW�WKDW�PRVW�RI�WKH�SURYLVLRQV�UHJDUGLQJ�LPSOHPHQWDWLRQ�RI�KRPH�HTXLW\�OHQGLQJ�UHVLGH
LQ�WKH�FRQVWLWXWLRQ�FUHDWHV�D�GLOHPPD�IRU�SURYLGLQJ� LQWHUSUHWDWLRQV�RI�SDUWLFXODU�SURYLVLRQV��
,QKHUHQW�LQ�DQ�LVVXH�DV�FRPSOH[�DV�KRPH�HTXLW\�DUH�GHWDLOV�WKDW�VLPSO\�FDQQRW�EH�IXOO\�DGGUHVVHG
ZLWKLQ�WKH�WH[W�RI�WKH�DPHQGPHQW���7KH�FRQVXPHU�FUHGLW�FRPPLVVLRQHU�KDV�KDG�LQWHUSUHWDWLRQ
DXWKRULW\�RYHU�WKH�SURYLVLRQV�RI�7LWOH����IRU�PDQ\�\HDUV���7KLV�SURFHVV�ZRUNV�ZHOO�IRU�UHVROYLQJ
DPELJXLWLHV�DQG�SURYLGLQJ�FHUWDLQWLHV�IRU�SDUWLHV�HQWHULQJ�LQWR�D�FUHGLW�WUDQVDFWLRQ���$GGLWLRQDOO\�
WKH�)LQDQFH�&RPPLVVLRQ�RI�7H[DV�KDV�EURDG�UXOHPDNLQJ�DXWKRULW\�RYHU�DOO�RI�7LWOH����WR�SURYLGH
GHILQLWLRQ�DQG�LPSOHPHQW�WKH�FUHGLW�ODZV�

7KH�VWDWH�UHJXODWRU\�DJHQFLHV�ZLWK�DXWKRULW\�RYHU�DXWKRUL]HG�OHQGHUV�EHOLHYH�LW�LV�LPSRUWDQW�WR
IROORZ�WKH�ZLOO�RI�WKH�FLWL]HQU\�DQG�WKH�/HJLVODWXUH�DQG�IRVWHU�D�ZRUNDEOH�HQYLURQPHQW�IRU�HTXLW\
ORDQV���7KH�UHJXODWRUV�EHOLHYH�LW�LV�WKHLU�UHVSRQVLELOLW\�WR�SURYLGH�IRU�D�UHDVRQDEOH�LPSOHPHQWDWLRQ
RI�KRPH�HTXLW\�OHQGLQJ�DQG�LQIRUP�WKH�UHJXODWHG�FRPPXQLW\�RI�WKH�JXLGHOLQHV�WKDW�ZLOO�EH�XVHG
WR�HQIRUFH�WKH�SURYLVLRQV�RI�+-5������$GGLWLRQDOO\��WKHVH�SROLFLHV�VKRXOG�SURYLGH�JXLGDQFH�WR
OHQGHUV�DQG�FRQVXPHUV�FRQFHUQLQJ�WKH�UHJXODWRU\�YLHZV�RI�WKH�PHDQLQJ�DQG�HIIHFW�RI�+-5����
�7KH� SRVLWLRQV� SUHVHQWHG� LQ� WKLV� FRPPHQWDU\� DUH� WKH� RSLQLRQV� RI� WKH� VWDWH� DGPLQLVWUDWLYH
DJHQFLHV�UHVSRQVLEOH�IRU�UHJXODWLQJ�WKH�HQWLWLHV�PDNLQJ�WKHVH�ORDQV�DQG�WKHVH�YLHZV�ZLOO�EH�XVHG
WR�HYDOXDWH�FRPSOLDQFH�ZLWK�WKH�FRQVWLWXWLRQDO�UHTXLUHPHQWV�LQ�H[DPLQDWLRQ�DQG�HQIRUFHPHQW
VLWXDWLRQV���+RZHYHU��D�FRXUW�PD\�RU�PD\�QRW�GHIHU�WR�WKLV�LQWHUSUHWDWLRQ�LQ�UHVROYLQJ�D�GLVSXWH
EHWZHHQ�D�ERUURZHU�DQG�D�OHQGHU�
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7KH�FRQVWLWXWLRQDO�DPHQGPHQW�XVHV�WKH�WHUP�$DQ�H[WHQVLRQ�RI�FUHGLW�#���7KLV�FRPPHQWDU\�RQ�WKH
UHVROXWLRQ�ZLOO�XVH�WKH�WHUP�$HTXLW\�ORDQ#�IRU�WKH�HDVH�RI�FRQYHQLHQFH�DQG�SRVVLEO\�IRU�JUHDWHU
FRPSUHKHQVLRQ���$Q�H[WHQVLRQ�RI�FUHGLW�LV�WKH�VDPH�DV�DQ�HTXLW\�ORDQ�IRU�WKH�SXUSRVH�RI�WKLV
GLVFXVVLRQ���$Q�HTXLW\�ORDQ�KDV�EHHQ�GHILQHG�DQG�DXWKRUL]HG�XQGHU�WKH�SURYLVLRQV�RI�VHFWLRQ
���D������$UWLFOH�;9,�RI� WKH�7H[DV�&RQVWLWXWLRQ�� �&HUWDLQ� SURYLVLRQV� UHIHU� WR�$WKH� GDWH� WKH
H[WHQVLRQ�RI�FUHGLW�LV�PDGH�#��7KLV�SKUDVH�UHIHUV�WR�WKH�GDWH�WKDW�WKH�SDUWLHV�EHFRPH�FRQWUDFWXDOO\
REOLJDWHG�� � 7KH� GHILQLWLRQ� FRQVLVWV� RI� DSSUR[LPDWHO\� ��� HOHPHQWV�� HDFK� RI� ZKLFK� PXVW� EH
VDWLVILHG�WR�EH�DQ�HTXLW\�ORDQ���6HFWLRQ����D��RI�WKH�FRQVWLWXWLRQ�GLVFXVVHV�SHUPLVVLEOH�OLHQV�RQ
D�KRPHVWHDG�� � 7KH� FRQWH[W� RI� WKLV� VHFWLRQ� LV� LPSRUWDQW� LQ� FRQVWUXLQJ� WKH� SURYLVLRQV� RI� WKH
DPHQGPHQW���(DFK�UHTXLUHPHQW�XQGHU�VHFWLRQ����D�����LV�QHFHVVDU\�WR�KDYH�D�YDOLG�OLHQ�RQ�WKH
KRPHVWHDG���$�OHQGHU�RU�KROGHU V�IDLOXUH�WR�FRPSO\�ZLWK�WKH�UHTXLUHPHQWV�PD\�UHVXOW�LQ�IRUIHLWXUH
RI�DOO�SULQFLSDO�DQG�LQWHUHVW�RQ�WKH�ORDQ�LI�WKH�OHQGHU�RU�KROGHU�IDLOV�WR�FRPSO\�ZLWK�LWV�REOLJDWLRQV
ZLWKLQ� D� UHDVRQDEOH� WLPH� DIWHU� EHLQJ� QRWLILHG� E\� WKH� ERUURZHU� RI� WKH� IDLOXUH� WR� FRPSO\��
&ODULILFDWLRQ�RI�WKH�LQGLYLGXDO�FRQGLWLRQV�IROORZV�

��$� 9ROXQWDU\�OLHQ
7KH� KRPH� HTXLW\� WUDQVDFWLRQ�PXVW� EH� YROXQWDU\� DQG�PXVW� EH� HQWHUHG� LQWR� XQGHU� D
ZULWWHQ�DJUHHPHQW�H[HFXWHG�ZLWK�WKH�FRQVHQW�RI�HDFK�RZQHU�DQG�HDFK�RZQHU V�VSRXVH�
�5HJDUGOHVV�RI�ZKHWKHU�D�VSRXVH�KDV�D�FRPPXQLW\�SURSHUW\�LQWHUHVW�LQ�WKH�KRPHVWHDG��WKH
FRQVHQW�RI�WKDW�VSRXVH�PXVW�EH�REWDLQHG���$�VSRXVH�RU�RZQHU�ZKR�LV�QRW�D�PDNHU�RI�WKH
QRWH�PD\�DFNQRZOHGJH�KLV�RU�KHU�FRQVHQW�E\�H[HFXWLQJ�D�ZULWWHQ�FRQVHQW�WR�WKH�PRUWJDJH
LQVWUXPHQW�

��%� /LPLWDWLRQ�RQ�ORDQ�DPRXQW
7KH� DPRXQW� RI� WKH� ORDQ� LV� OLPLWHG� WR� DQ� DPRXQW� LQFOXGLQJ� WKH� DJJUHJDWH� WRWDO� RI
RXWVWDQGLQJ�GHEW�DJDLQVW�WKH�KRPHVWHDG�WKDW�GRHV�QRW�H[FHHG�����RI�WKH� IDLU�PDUNHW
YDOXH�RI�WKH�KRPHVWHDG�RQ�WKH�GDWH�WKH�ORDQ�LV�FORVHG���7KXV��WKH�OLPLWDWLRQ�DSSOLHV�WR�WKH
FDVK�DGYDQFH�DQG�FKDUJHV�DW�WKH�LQFHSWLRQ��WR�WKH�H[WHQW�DQ\�FKDUJHV�DUH�ILQDQFHG�LQ�WKH
SULQFLSDO�DPRXQW�RI�WKH�ORDQ��7KH�GHWHUPLQDWLRQ�RI�WKH�PD[LPXP�SULQFLSDO�DPRXQW�RI
WKH� HTXLW\� ORDQ� LV� EDVHG� XSRQ� WKH� SULQFLSDO� EDODQFH� RXWVWDQGLQJ� RQ� WKH� GDWH� WKH
H[WHQVLRQ�RI�FUHGLW� LV�PDGH�DQG�GRHV�QRW� LQFOXGH� LQWHUHVW�DFFUXHG� DIWHU� WKH� GDWH� WKH
H[WHQVLRQ� RI� FUHGLW� LV� PDGH� �RWKHU� WKDQ� DQ\� LQWHUHVW� FDSLWDOL]HG� DQG� DGGHG� WR� WKH
SULQFLSDO� EDODQFH� RQ� WKH� GDWH� WKH� H[WHQVLRQ� RI� FUHGLW� LV� PDGH��� RU� RWKHU� DPRXQWV
DGYDQFHG�E\�WKH�OHQGHU�DIWHU�FORVLQJ�DV�D�UHVXOW�RI�GHIDXOW�� LQFOXGLQJ�IRU�H[DPSOH��DG
YDORUHP�WD[HV��KD]DUG�LQVXUDQFH�SUHPLXPV��DQG�DXWKRUL]HG�FROOHFWLRQ�FRVWV�� LQFOXGLQJ
UHDVRQDEOH�DWWRUQH\ V�IHHV���2Q�D�FORVHG�HQG�PXOWLSOH�DGYDQFH�ORDQ��WKH�SULQFLSDO�EDODQFH
DOVR�LQFOXGHV�FRQWUDFWXDOO\�REOLJDWHG�IXWXUH�DGYDQFHV�QRW�\HW�GLVEXUVHG���)RU�H[DPSOH��RQ
D�SURSHUW\�ZLWK�D�IDLU�PDUNHW�YDOXH�RI����������DQG�H[LVWLQJ�GHEW�RQ�WKH�SURSHUW\�RI
��������� WKH� PD[LPXP� DPRXQW� RI� GHEW� DJDLQVW� WKH� SURSHUW\� FRXOG� EH� ���������
6XEWUDFWLQJ�WKH�RXWVWDQGLQJ�GHEW�RI����������WKH�PD[LPXP�DPRXQW�RI�WKH�QHZ�HTXLW\
ORDQ�GHEW�ZRXOG�EH���������RQ�WKH�GDWH�WKH�ORDQ�LV�PDGH�

��&� 1RQUHFRXUVH
7KH�ORDQ�LV�PDGH�ZLWKRXW�UHFRXUVH�IRU�SHUVRQDO�OLDELOLW\�RI�HDFK�RZQHU�DQG�HDFK�RZQHU V

VSRXVH� XQOHVV� WKH� RZQHU� RU
VSRXVH�KDV�FRPPLWWHG�DFWXDO
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IUDXG� LQ� REWDLQLQJ� WKH� ORDQ�
�,Q�HVVHQFH��D�OHQGHU�PD\�QRW
SXUVXH� D� GHILFLHQF\� DJDLQVW
DQ\� RZQHU� RU� DQ\� RZQHU V
VSRXVH� IRU� DQ\� XQSDLG
DPRXQWV�� H[FHSW� LQ� FDVHV� RI
DFWXDO�IUDXG�

��(� /LPLWDWLRQ�RQ�IHHV
,QWHUHVW�DQG�)HHV
$�ERUURZHU�PD\�QRW�EH�UHTXLUHG�WR�SD\�IHHV��LQ�DGGLWLRQ�WR�DQ\� LQWHUHVW�� LQ�H[FHVV�RI
WKUHH�SHUFHQW�RI�WKH�SULQFLSDO�DPRXQW���7KH�ODQJXDJH�VSHFLILFDOO\�H[FOXGHV�LQWHUHVW�IURP
WKH�OLPLWDWLRQ����7KH�ZRUG�$LQWHUHVW#�PHDQV�LQWHUHVW�DV�GHILQHG�LQ�WKH�7H[DV�&UHGLW�7LWOH
DQG� DV� LQWHUSUHWHG� E\� WKH� FRXUWV� RI� WKH� VWDWH� RI� 7H[DV�� � $FFRUGLQJO\�� FKDUJHV� WKDW
FRQVWLWXWH�LQWHUHVW�XQGHU�WKH�ODZ��LQFOXGLQJ��IRU�H[DPSOH��SRLQWV��DUH�QRW�IHHV�VXEMHFW�WR
WKH�WKUHH�SHUFHQW�OLPLW���)HHV�WKDW�DUH�UHTXLUHG�WR�EH�SDLG�DQG�WKDW�DUH�QRW�LQWHUHVW�DUH
�VXEMHFW�WR�WKH�WKUHH�SHUFHQW�OLPLWDWLRQ���7KHUH�LV�QR�UHVWULFWLRQ�RQ�D�OHQGHU�DEVRUELQJ
FRVWV�WKDW�PLJKW�RWKHUZLVH�EH�IHHV�DQG��WKHUHIRUH��FRYHUHG�E\�WKH�IHH�OLPLWDWLRQ�

9ROXQWDU\�2SWLRQDO�)HHV
7KH�DPHQGPHQW�GHILQHV�WKH�HTXLW\�ORDQ�DV�D�ORDQ�WKDW�$GRHV�QRW�UHTXLUH�WKH�RZQHU�����WR
SD\�����IHHV�����WKDW�H[FHHG��������#� �7KH�XVH�RI� WKH�ZRUG�$UHTXLUH#� LV�GHWHUPLQDWLYH� LQ
HYDOXDWLQJ�IHHV�WKDW�DUH�VXEMHFW�WR�WKH�WKUHH�SHUFHQW� OLPLWDWLRQ�� �&KDUJHV�WKDW�DUH�QRW
LPSRVHG�E\�WKH�OHQGHU��EXW�WKDW�DUH�RSWLRQDO��DUH�QRW�IHHV�VXEMHFW�WR�WKH�WKUHH�SHUFHQW�IHH
OLPLW�

$�ERUURZHU�ZKR�FKRRVHV�WR�SD\�SUHPLXPV�IRU�FHUWDLQ� LQVXUDQFH�FRYHUDJHV��EXW� LV�QRW
UHTXLUHG�WR�DFTXLUH��WKH�LQVXUDQFH�FRYHUDJH�DV�D�FRQGLWLRQ�WR�WKH�H[WHQVLRQ�RI�FUHGLW��GRHV
QRW�VXEMHFW�WKRVH�SUHPLXPV�WR�WKH�OLPLWDWLRQ���&UHGLW�OLIH�DQG�FUHGLW�DFFLGHQW�DQG�KHDOWK
LQVXUDQFH�FRYHUDJHV��LI�HOHFWHG�E\�WKH�RZQHU��DUH�QRW�LQFOXGHG�ZLWKLQ�WKH�WKUHH�SHUFHQW
OLPLWDWLRQ���+RZHYHU��LI�FUHGLW�OLIH�DQG�FUHGLW�DFFLGHQW�DQG�KHDOWK�LQVXUDQFH�ZHUH�UHTXLUHG
E\�WKH�OHQGHU�WKHQ�WKHVH�FKDUJHV�ZRXOG�EH�LQFOXGHG�LQ�WKH�WKUHH�SHUFHQW�OLPLWDWLRQ�

)HHV�WR�2ULJLQDWH
)HHV� WR� RULJLQDWH� DQ� HTXLW\� ORDQ� WKDW� DUH� QRW� LQWHUHVW� IDOO� ZLWKLQ� WKH� WKUHH� SHUFHQW
OLPLWDWLRQ���)HHV�WR�WKLUG�SDUWLHV�IRU�VHSDUDWH�DQG�DGGLWLRQDO�FRQVLGHUDWLRQ�IRU�DFWLYLWLHV
UHODWLQJ�WR�RULJLQDWLQJ�D�ORDQ�FRPH�ZLWKLQ�WKLV�FKDUDFWHUL]DWLRQ���)RU�H[DPSOH��DWWRUQH\ V
IHHV�IRU�GRFXPHQW�SUHSDUDWLRQ�DUH�IHHV�QHFHVVDU\�WR�RULJLQDWH�WKH�ORDQ���$�EURNHU V�IHH�LV
DOVR�FRQVLGHUHG�WR�EH�D�IHH�WR�RULJLQDWH�WKH�ORDQ�

)HHV�WR�(YDOXDWH
)HHV�WR�HYDOXDWH�WKH�FUHGLW�GHFLVLRQ�IRU�DQ�HTXLW\�ORDQ�WKDW�DUH�QRW�LQWHUHVW�DUH�VXEMHFW
WR�WKH�WKUHH�SHUFHQW�OLPLWDWLRQ���7KLV�LQFOXGHV�IHHV�FROOHFWHG�WR�FRYHU�WKH�H[SHQVHV�RI�D
FUHGLW�UHSRUW��VXUYH\��IORRG�]RQH�GHWHUPLQDWLRQ��WD[�FHUWLILFDWH��WLWOH�UHSRUW��RU�DSSUDLVDO�

)HHV�WR�0DLQWDLQ
)HHV�WR�PDLQWDLQ�WKH�HTXLW\�ORDQ�WKDW�DUH�QRW�LQWHUHVW�DUH�VXEMHFW�WR�WKH�WKUHH�SHUFHQW
OLPLWDWLRQ���7KLV�HQFRPSDVVHV�D�IHH�FKDUJHG�DW�WKH�LQFHSWLRQ�RI�WKH�ORDQ�WR�FRPSHQVDWH
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IRU�SHUIRUPLQJ�D�VHUYLFH�IRU�WKH�OLIH�RI�WKH�ORDQ���([DPSOHV�RI�WKLV�IHH�DUH�D�IORRG�]RQH
GHWHUPLQDWLRQ�IHH�DQG�D�WD[�VHUYLFH�IHH�
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)HHV�WR�5HFRUG
)HHV�SDLG�WR�SXEOLF�RIILFLDOV�DQG�RWKHUV�IRU�WKH�SXUSRVH�RI�UHFRUGLQJ�SXEOLF�GRFXPHQWV
HYLGHQFLQJ�WKH�OLHQ�DUH�IHHV�VXEMHFW�WR�WKH�WKUHH�SHUFHQW�OLPLWDWLRQ�

)HHV�WR�,QVXUH
3UHPLXPV�WR�LQVXUH�WKH�HTXLW\�ORDQ�DUH�IHHV�VXEMHFW�WR�WKH�WKUHH�SHUFHQW�OLPLWDWLRQ���7LWOH
LQVXUDQFH�DQG�PRUWJDJH�LQVXUDQFH�SURWHFWLRQ�DUH�H[DPSOHV�RI�WKLV�W\SH�RI�IHH�

)HHV�WR�6HUYLFH
$Q\�IHH�FKDUJHG�WR�DQG�SDLG�E\�DQ�RZQHU�DW� WKH� LQFHSWLRQ�RI� WKH� ORDQ�WUDQVDFWLRQ�WR
VHUYLFH�WKH�HTXLW\�ORDQ�WKDW�LV�QRW�LQWHUHVW�LV�VXEMHFW�WR�WKH�WKUHH�SHUFHQW�OLPLWDWLRQ�

(VFURZ�)XQGV
$�OHQGHU�PD\�SURYLGH�HVFURZ�VHUYLFHV�LQ�D�KRPH�HTXLW\�WUDQVDFWLRQ���)XQGV�WHQGHUHG�E\
WKH� ERUURZHU� LQWR� DQ� HVFURZ� DFFRXQW� VXFK� DV� IRU� WKH� SXUSRVH� RI� WD[HV�� LQVXUDQFH
SUHPLXPV��PDLQWHQDQFH�RU�KRPHRZQHU V�DVVRFLDWLRQ�DVVHVVPHQWV�� RU� VLPLODU� SXUSRVHV
UHPDLQ�WKH�SURSHUW\�RI�WKH�ERUURZHU���+HQFH��WKHVH�IXQGV�DUH�QRW�VXEMHFW�WR�WKH�WKUHH
SHUFHQW�OLPLWDWLRQ���$�OHQGHU�VKRXOG�QRW�FRQWUDFW�IRU�D�ULJKW�RI�RIIVHW�DJDLQVW�HVFURZ�IXQGV
SXUVXDQW�WR�6HFWLRQ���+��

6XEVHTXHQW�(YHQWV
7KH�WKUHH�SHUFHQW� OLPLWDWLRQ�SHUWDLQV�WR� IHHV�FKDUJHG�WR�RU�SDLG�E\�WKH�RZQHU�DW� WKH
LQFHSWLRQ�RI�WKH�ORDQ����7KH�OHQGHU�DQG�RZQHU�DJUHH�WR�FHUWDLQ�FRYHQDQWV�WR�EH�SHUIRUPHG
E\� ERWK� SDUWLHV� DIWHU� WKH� FRQVXPPDWLRQ� RI� WKH� WUDQVDFWLRQ�� � 7KH� SDUWLHV� KDYH� D
UHVSRQVLELOLW\� WR� SHUIRUP� WKHLU� UHVSHFWLYH� REOLJDWLRQV� XQGHU� WKH� FRQWUDFW� DIWHU� WKH
WUDQVDFWLRQ�KDV�EHHQ�FRQVXPPDWHG��

,I�WKH�RZQHU�IDLOV�WR�SHUIRUP��FHUWDLQ�HYHQWV�PD\�EH�WULJJHUHG�WKDW�LQYROYH�WKH�DVVHVVPHQW
RI�FRVWV�WR�WKH�RZQHU���2QH�H[DPSOH�LV�WKH�PDLQWHQDQFH�RI�KRPHRZQHU V�LQVXUDQFH�RQ�WKH
KRPHVWHDG���7KLV�W\SH�RI�LQVXUDQFH�FRYHUDJH�LV�QRUPDOO\�PDLQWDLQHG�RQ�DOO�KRPHVWHDGV
UHJDUGOHVV�RI�ZKHWKHU�WKHUH�LV�D�ORDQ�RQ�WKH�SURSHUW\���&HUWDLQO\�� OHQGHUV�PD\�UHTXLUH
ERUURZHUV�WR�HQVXUH�WKDW�D�KRPHVWHDG�KDV�DGHTXDWH�LQVXUDQFH�SURWHFWLRQ����,I�WKH�RZQHU
IDLOV�WR�PDLQWDLQ�KRPHRZQHU V�LQVXUDQFH��WKH�RZQHU�KDV�QRW�SHUIRUPHG�DFFRUGLQJ�WR�WKH
FRYHQDQWV�RI�WKH�DJUHHPHQW���7KH�OHQGHU�PD\�SXUFKDVH�LQVXUDQFH�WR�PDLQWDLQ�FRYHUDJH
RQ�WKH�FROODWHUDO���7KLV�LV�D�VXEVHTXHQW�HYHQW�DQG�LV�QRW�LQFOXGHG�LQ�WKH�WKUHH�SHUFHQW
OLPLWDWLRQ���

$QRWKHU�H[DPSOH�LV�WKH�DVVHVVPHQW�RI�ODWH�FKDUJHV���7KH�DVVHVVPHQW�RI�WKHVH�FKDUJHV�LV
D� VXEVHTXHQW� HYHQW� DQG� DULVHV� EHFDXVH� RI� WKH� RZQHU V� IDLOXUH� WR� SHUIRUP� XQGHU� WKH
DJUHHPHQW���7KXV��WKHVH�FKDUJHV�DUH�QRW�FRQWDLQHG�ZLWKLQ�WKH�WKUHH�SHUFHQW�OLPLWDWLRQ�
�2WKHU�H[DPSOHV�RI�FKDUJHV�DVVRFLDWHG�ZLWK�VXEVHTXHQW�HYHQWV�DUH�UHWXUQHG�FKHFN�IHHV�
FROOHFWLRQ�FRVWV��DQG�FRVWV�DVVRFLDWHG�ZLWK�IRUHFORVXUH�

6HFRQGDU\�0RUWJDJH�/RDQV
$�VHFRQGDU\�PRUWJDJH�ORDQ�DV�GHILQHG�LQ�&KDSWHU��$�LV�OLPLWHG�WR�WKH�W\SHV�RI�IHHV�WKDW
PD\�EH�FKDUJHG�LQ�FRQQHFWLRQ�ZLWK�WKH� ORDQ�� �7KHVH� IHHV�DUH� LGHQWLILHG� LQ�DUW�������
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�$�����DQG��$�������$�OHQGHU�PXVW�FRPSO\�ZLWK�WKH�SURYLVLRQV�RI�&KDSWHU��$�DQG�WKH
FRQVWLWXWLRQDO�UHVWULFWLRQV�RQ�IHHV�LQ�FRQQHFWLRQ�ZLWK�D�VHFRQGDU\�PRUWJDJH�ORDQ�

,QVXUDQFH�3UHPLXPV
$�OHQGHU�PD\�FROOHFW�RU�LQFOXGH�LQ�WKH�SULQFLSDO�SUHPLXPV�RU�IHHV�IRU�WKH�VDOH�RI�LQVXUDQFH
RQ�WKH�FROODWHUDO�RI�DQ�HTXLW\� ORDQ�DVVXPLQJ�WKH� OHQGHU�FRPSOLHV�ZLWK�WKH�UHVW�RI� WKH
WHUPV�RI�+-5����DQG�DSSOLFDEOH�ODZ�FRQFHUQLQJ�WKH�VDOH�RI�LQVXUDQFH�LQ�FRQQHFWLRQ�ZLWK
D�PRUWJDJH�ORDQ�

��)� 1R�RSHQ�HQG�FUHGLW
7KH�DPHQGPHQW�SURYLGHV�WKDW�DQ�HTXLW\�ORDQ�PD\�QRW�EH�LQ�WKH�IRUP�RI�DQ�RSHQ�HQG
DFFRXQW�WKDW�PD\�EH�GHELWHG�IURP�WLPH�WR�WLPH�RU�XQGHU�ZKLFK�FUHGLW�PD\�EH�H[WHQGHG
IURP�WLPH�WR�WLPH���$Q�RSHQ�HQG�DFFRXQW�LV�GHILQHG�LQ�DUWLFOH�������%���������DV�$DQ
DFFRXQW�XQGHU�D�ZULWWHQ�FRQWUDFW�EHWZHHQ�D�FUHGLWRU�DQG�DQ�REOLJRU�LQ�FRQQHFWLRQ�ZLWK
ZKLFK�

�L� WKH�FUHGLWRU�UHDVRQDEO\�FRQWHPSODWHV�UHSHDWHG�WUDQVDFWLRQV�DQG�WKH�REOLJRU
LV�DXWKRUL]HG�WR�PDNH�SXUFKDVHV�RU�ERUURZ�PRQH\�
�LL� LQWHUHVW�����PD\�EH�FKDUJHG�IURP�WLPH�WR�WLPH�RQ�DQ�RXWVWDQGLQJ�XQSDLG
EDODQFH��DQG
�LLL� WKH�DPRXQW�RI�FUHGLW�WKDW�PD\�EH�H[WHQGHG�GXULQJ�WKH�WHUP�RI�WKH�DFFRXQW
LV�JHQHUDOO\�PDGH�DYDLODEOH�WR�WKH�H[WHQW�WKDW�DQ\�RXWVWDQGLQJ�EDODQFH�LV�UHSDLG���#

,I�DQ�DFFRXQW�LV�QRW�DQ�RSHQ�HQG�DFFRXQW�E\�GHILQLWLRQ��WKHQ� LW�PXVW�EH�D�FORVHG�HQG
DFFRXQW�� � $� FRPPRQ� W\SH� RI� FORVHG�HQG� VHFRQGDU\� PRUWJDJH� ORDQ� �&KDSWHU� �$�
6XEFKDSWHU�*��LV�D�W\SH�RI�LQWHULP�FRQVWUXFWLRQ�ORDQ���7KH�ORDQ�KDV�PXOWLSOH�DGYDQFHV
DW�SDUWLFXODU�VWDJHV�DQG�LQWHUHVW�LV�RQO\�FKDUJHG�XSRQ�WKH�SULQFLSDO�EDODQFH�RXWVWDQGLQJ�
�1R�LQWHUHVW�LV�FKDUJHG�RQ�IXQGV�WKDW�KDYH�QRW�EHHQ�DGYDQFHG���+RZHYHU��FUHGLW�LV�QRW
PDGH� DYDLODEOH� WR� WKH� H[WHQW� WKDW� RXWVWDQGLQJ� EDODQFHV� KDYH� EHHQ� UHSDLG�� � 7KLV
GLVWLQFWLRQ�PDNHV�WKLV�W\SH�RI�ORDQ�D�FORVHG�HQG�WUDQVDFWLRQ�

&ORVHG�HQG�PXOWLSOH�DGYDQFH�HTXLW\� ORDQV�DUH� SHUPLVVLEOH�ZLWKLQ� WKH� FRQWH[W� RI� WKLV
VHFWLRQ���7KH�ORDQ�VKRXOG�EH�VWUXFWXUHG�VR�WKDW�WKH�ORDQ�LV�SD\DEOH�LQ�VXEVWDQWLDOO\�HTXDO
VXFFHVVLYH�PRQWKO\� LQVWDOOPHQWV� XQWLO� WKH� QH[W� DGYDQFH� RU� DGMXVWPHQW� SHULRG�� � (DFK
LQVWDOOPHQW�PXVW�H[WLQJXLVK�WKH�DFFUXHG�LQWHUHVW�DQG�FRQWULEXWH�WR�DPRUWL]LQJ�SDUW�RI�WKH
SULQFLSDO�EDODQFH�

$PRXQWV� DGYDQFHG� E\� WKH� OHQGHU� DIWHU� FORVLQJ� DV� D� UHVXOW� RI� GHIDXOW�� LQFOXGLQJ� IRU
H[DPSOH��DG�YDORUHP�WD[HV��KD]DUG�LQVXUDQFH�SUHPLXPV��DQG�DXWKRUL]HG�FROOHFWLRQ�FRVWV�
LQFOXGLQJ�UHDVRQDEOH�DWWRUQH\�IHHV��DUH�QRW�FRQWHPSODWHG�UHSHDWHG�WUDQVDFWLRQV�VXFK�WKDW
WKH\�ZRXOG�FKDUDFWHUL]H�WKH�ORDQ�DV�DQ�RSHQ�HQG�DFFRXQW�

��*� 1R�SUHSD\PHQW�SHQDOWLHV
$�OHQGHU�PD\�QRW�FKDUJH�D�SHQDOW\�WR�D�ERUURZHU�IRU�SUHSD\LQJ�D�ORDQ�RU�D�SRUWLRQ�RI�D
ORDQ�HDUO\���$�ORFNRXW�SURYLVLRQ�LQ�D�ORDQ�FRQWUDFW��D�SURYLVLRQ�WKDW�SURKLELWV�D�ERUURZHU
IURP�SD\LQJ�HDUO\��LV�FRQVLGHUHG�WR�EH�D�SUHSD\PHQW�SHQDOW\�
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��+� 1R�DGGLWLRQDO�FROODWHUDO
1R�DGGLWLRQDO�UHDO�RU�SHUVRQDO�FROODWHUDO�RWKHU�WKDQ�WKH�VHFXULW\�LQWHUHVW�LQ�WKH�KRPHVWHDG
LV�SHUPLWWHG�RQ�DQ�HTXLW\�ORDQ���$�OHQGHU�DQG�DQ�RZQHU�PD\�HQWHU�LQWR�DQ�DJUHHPHQW
ZKHUHE\�D� OHQGHU�PD\�DFTXLUH�DQ� LQWHUHVW� LQ� LWHPV� LQFLGHQWDO� WR� WKH� FROODWHUDO�� � 7KH
IROORZLQJ�LWHPV�DUH�QRW�FRQVLGHUHG�DGGLWLRQDO�UHDO�RU�SHUVRQDO�FROODWHUDO�

�L� HVFURZ�IRU�WKH�SD\PHQW�RI�WD[HV�DQG�LQVXUDQFH�
�LL� DQ� XQGLYLGHG� LQWHUHVW� LQ� D� FRQGRPLQLXP� XQLW�� D� SODQQHG� XQLW
GHYHORSPHQW��RU�WKH�ULJKW�WR�WKH�XVH�DQG�HQMR\PHQW�RI�FHUWDLQ�SURSHUW\�RZQHG�E\
DQ�DVVRFLDWLRQ�
�LLL� LQVXUDQFH�SURFHHGV�UHODWHG�WR�WKH�KRPHVWHDG��RU
�LY� FRQGHPQDWLRQ�SURFHHGV�

$�JXDUDQW\�RU�WKH�REOLJDWLRQ�RI�D�FRVLJQHU�RU�VXUHW\�LV�FRQVLGHUHG�DGGLWLRQDO�FROODWHUDO�
DQG�ZRXOG� QRW� EH� SHUPLVVLEOH� LQ� FRQQHFWLRQ� ZLWK� DQ� HTXLW\� ORDQ�� � $Q� HTXLW\� ORDQ
GRFXPHQW� VKRXOG� H[SUHVVO\� GLVFODLP� DQG� ZDLYH� DQ\� DQG� DOO� RWKHU� VHFXULW\� LQWHUHVWV
VHFXULQJ�DQ\�RWKHU�LQGHEWHGQHVV�QRZ�RU�WKHUHDIWHU�RZLQJ�WR�WKH�OHQGHU���$GGLWLRQDOO\��D
FRQWUDFWXDO�ULJKW�RI�RIIVHW�LV�DOVR�SURKLELWHG�XQGHU�WKLV�VHFWLRQ�

7KH�7H[DV�&RQVWLWXWLRQ�DQG�WKH�7H[DV�3URSHUW\�&RGH�LGHQWLI\�D�QXPEHU�RI�GLIIHUHQW�W\SHV
RI�$KRPHVWHDGV#�DQG�GHILQH�DQ�XUEDQ�KRPHVWHDG�DV�FRQVLVWLQJ�RI�QRW�PRUH�WKDQ�RQH�DFUH�RI
ODQG��WRJHWKHU�ZLWK�DQ\�LPSURYHPHQWV�WKHUHRQ���7(;��&2167��$57��;,9��
���DQG�7(;�
3523��&2'(�$11��
��������D���HPSKDVLV�DGGHG����$Q\�SURSHUW\�RZQHG�LQ�FRQMXQFWLRQ
ZLWK�WKH�KRPHVWHDG��RQH�XUEDQ�DFUH�� WKDW� LV� LQ�H[FHVV�RI�RQH�DFUH� LV�$DGGLWLRQDO� UHDO
SURSHUW\�#

/HQGHUV�DUH�DGYLVHG�WR�FDUHIXOO\�UHYLHZ�WKH� OHJDO� LPSOLFDWLRQV�RI� DFTXLULQJ� D� VHFXULW\
LQWHUHVW�LQ�XUEDQ�ORWV�WKDW�FRPSULVH�PRUH�WKDQ�RQH�DFUH�

7KH� RFFXUUHQFH� RI� XUEDQ� ORWV� H[FHHGLQJ� RQH� DFUH� LV� TXLWH� FRPPRQ� LQ� PDQ\� 7H[DV
PXQLFLSDOLWLHV���7KH�H[LVWHQFH�RI�YDULRXV�]RQLQJ�RUGLQDQFHV�DQG�GHHG�UHVWULFWLRQV�VHYHUHO\
KDPSHUV� HIIRUWV� WR� VHJPHQW� ORWV� LQWR� SRUWLRQV� WKDW� GR� QRW� H[FHHG� RQH� DFUH� LQ� PDQ\
ORFDWLRQV�� � 1RWZLWKVWDQGLQJ� WKHVH� GLIILFXOWLHV�� WKH� 7H[DV� 3URSHUW\� &RGH� SURYLGHV� D
PHWKRG�IRU�D�KRPHRZQHU�WR�GHVLJQDWH�D�SRUWLRQ�RI�D�ORW�DV�WKHLU�KRPHVWHDG�

,Q�WKLV�PHWKRG��WKH�ERUURZHU�LGHQWLILHV�WKH�UHDO�SURSHUW\�WR�GHVLJQDWH�DV�WKH�ERUURZHU V
RQH�DFUH�KRPHVWHDG�LQ�D�ZULWWHQ�GRFXPHQW�ILOHG�ZLWK�WKH�FRXQW\�FOHUN���7(;��3523��&2'(

$11��
��������F����'HVLJQDWLQJ�WKH�SURSHUW\�LQ�WKLV�PDQQHU�LV�QRW�FRQVWUXFWLYHO\�HTXDO
WR�OHJDOO\�SDUWLWLRQLQJ�WKH�SURSHUW\���%\�IROORZLQJ�WKH�SURFHGXUHV�FRQWDLQHG�LQ�WKH�7H[DV
3URSHUW\�&RGH�WR�GHVLJQDWH�D�RQH�DFUH�KRPHVWHDG��WKH�ERUURZHU�HQVXUHV�WKDW�WKH�OHQGHU
PDNLQJ�D�KRPH�HTXLW\�ORDQ�WDNHV�D�VHFXULW\�LQWHUHVW�RI�QRW�PRUH�WKDQ�RQH�DFUH�RI�UHDO
SURSHUW\�

$OWKRXJK� GHVLJQDWLQJ� D� RQH� DFUH� XUEDQ� KRPHVWHDG�PD\� SUHYHQW� D� YLRODWLRQ� RI�7(;�
&2167��
����D�����+���LW�PD\�SUHVHQW�RWKHU�SUREOHPV�LI�DQG�ZKHQ�WKH�OHQGHU�LQLWLDWHV
IRUHFORVXUH� SURFHHGLQJV�� � 2IWHQ�� DQ� XUEDQ� ORW� LQ� H[FHVV� RI� RQH� DFUH� LV� VXEMHFW� WR� D
SDUWLFXODU�]RQLQJ�RUGLQDQFH�RU�GHHG�UHVWULFWLRQ�ZKLFK�SURKLELWV�WKH�VXEGLYLVLRQ�RI�WKH�ORW�
�7KH�IRUHFORVXUH�RI�RQO\�WKH�GHVLJQDWHG�RQH�DFUH�VHJPHQW�ZRXOG�FRQVWLWXWH�D�VDOH�RI�OHVV
WKDQ�WKH�HQWLUH� ORW�DQG�D�VXEGLYLVLRQ�RI� WKH� ORW��DQG�DV�VXFK��PD\�YLRODWH�WKH�]RQLQJ
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RUGLQDQFH�RU�GHHG�UHVWULFWLRQ���7KLV�SURFHGXUH�PD\�DOVR�UHTXLUH�D�SDUWLWLRQ�VXLW��DVVXPLQJ
WKDW�WKH�ERUURZHU V�DJUHHPHQW�FRXOG�QRW�EH�DFTXLUHG��WR�KDYH�WKH�SURSHUW\�VROG�DQG�WKH
SURFHHGV�VSOLW�EHWZHHQ�WKH�RZQHUV�DFFRUGLQJ�WR�WKHLU�UHVSHFWLYH�RZQHUVKLS�

��-� $FFHOHUDWLRQ�SURKLELWHG
$�OHQGHU�PD\�QRW�DFFHOHUDWH�DQ�HTXLW\�ORDQ�EHFDXVH�RI�D�GHFUHDVH�LQ�WKH�PDUNHW�YDOXH�RI
WKH�VHFXUHG�SURSHUW\�RU�EHFDXVH�WKH�RZQHU�GHIDXOWV�RQ�DQRWKHU�LQGHEWHGQHVV�H[FHSW�D
GHEW� VHFXUHG� E\� D� SULRU� YDOLG� HQFXPEUDQFH� DJDLQVW� WKH� KRPHVWHDG�� � $� OHQGHU� PD\
DFFHOHUDWH�D�ORDQ�EHFDXVH�RI�DQ�RZQHU V�GHIDXOW�XQGHU�WKH�FRYHQDQWV�RI�WKH�HTXLW\�ORDQ�
LQFOXGLQJ�FRYHQDQWV�QRW�WR�FRPPLW�ZDVWH�RU�QRW�UHPRYH�SURSHUW\��ZKLFK�LQGLUHFWO\�EHDU
RQ�WKH�PDUNHW�YDOXH�RI�WKH�KRPHVWHDG���7KH�HTXLW\�ORDQ�GRFXPHQWV�FDQQRW�FRQWDLQ�FURVV�
GHIDXOW�SURYLVLRQV�

��.� /LPLWDWLRQ�RQ�QXPEHU�RI�HTXLW\�ORDQV
$Q�RZQHU�PD\�KDYH�RQO\�RQH�HTXLW\�ORDQ��WKDW�PHHWV�WKH�GHILQLWLRQ�RI�VHFWLRQ����D�����
DW�D�WLPH��UHJDUGOHVV�RI�WKH�DJJUHJDWH�WRWDO�RXWVWDQGLQJ�GHEW�DJDLQVW�WKH�KRPHVWHDG���,I
WKH�SURSHUW\�FHDVHV�WR�EH�WKH�KRPHVWHDG�RI�WKH�RZQHU��WKHQ�WKH�OHQGHU�PD\�WUHDW�ZKDW
ZDV�SUHYLRXVO\�D�KRPH�HTXLW\�PRUWJDJH�DV�D�QRQ�KRPHVWHDG�PRUWJDJH�

��/� 5HSD\PHQW�VFKHGXOH
7KH� ORDQ�PXVW� EH� VFKHGXOHG� WR� EH� UHSDLG� LQ� VXEVWDQWLDOO\� HTXDO� VXFFHVVLYH�PRQWKO\
LQVWDOOPHQWV��HDFK�RI�ZKLFK�HTXDOV�RU�H[FHHGV�WKH�DPRXQW�RI�DFFUXHG�LQWHUHVW�DV�RI�WKH
GDWH�RI�WKH�VFKHGXOHG�LQVWDOOPHQW���7KH�VHFRQG�FODXVH�GRHV�QRW�VSHFLILFDOO\�VWDWH�WKDW�D
SRUWLRQ�RI�SULQFLSDO�PXVW�EH�UHGXFHG�ZLWK�HDFK�SD\PHQW��EXW�LQ�RUGHU�WR�JLYH�HIIHFW�WR
ERWK�FODXVHV�RI�WKH�DPHQGPHQW��WR�KDYH�VXEVWDQWLDOO\�HTXDO�LQVWDOOPHQWV�ZRXOG�UHTXLUH
WKDW�VRPH�DPRXQW�RI�SULQFLSDO�PXVW�EH�UHGXFHG�ZLWK�HDFK�LQVWDOOPHQW���7KLV�HIIHFWLYHO\
SUHFOXGHV�WKH�SHUPLVVLELOLW\�RI�EDOORRQ�SD\PHQWV���7KLV�SURYLVLRQ�GRHV�QRW�SUHFOXGH�D
OHQGHU V�UHFRYHU\�RI�SD\PHQWV�DV�QHFHVVDU\�IRU�RWKHU�DPRXQWV�VXFK�DV�WD[HV��DGYHUVH�OLHQV�
LQVXUDQFH�SUHPLXPV��FROOHFWLRQ�FRVWV��DQG�VLPLODU�LWHPV�

��0� &ORVLQJ�GDWH
$�ORDQ�PD\�QRW�EH�FORVHG�EHIRUH�WKH���WK�FDOHQGDU�GD\�DIWHU�WKH�ODWHU�RI�WKH�GDWH�WKDW�WKH
RZQHU�PDNHV�DSSOLFDWLRQ�IRU�WKH�ORDQ�RU�WKH�GDWH�WKDW�WKH�RZQHU�UHFHLYHV�WKH�UHTXLUHG
FRQVXPHU� GLVFORVXUH�� � 7KH� VXEPLVVLRQ� RI� DQ� DSSOLFDWLRQ� WR� WKH� OHQGHU� LQFOXGHV� WKH
VXEPLVVLRQ�WR�DQ�DJHQW�DFWLQJ�RQ�EHKDOI�RI�WKH�OHQGHU���$Q�DSSOLFDWLRQ�IRU�D�ORDQ�PD\�EH
JLYHQ� RUDOO\� RU� HOHFWURQLFDOO\� DQG� GRHV� QRW� KDYH� WR� EH� LQ�ZULWLQJ�� � $GGLWLRQDOO\�� WKH
DPHQGPHQW�UHTXLUHV�WKDW�DQ�HTXLW\�ORDQ�PD\�QRW�EH�FORVHG�EHIRUH�WKH�ILUVW�DQQLYHUVDU\
RI�WKH�FORVLQJ�GDWH�RI�DQ\�RWKHU�HTXLW\�ORDQ�VHFXUHG�E\�WKH�VDPH�KRPHVWHDG�SURSHUW\�
�7KLV�SURYLVLRQ�UHTXLUHV�WKDW�DQ�HTXLW\�ORDQ�PD\�QRW�EH�UHILQDQFHG�EHIRUH�RQH�\HDU�KDV
HODSVHG�VLQFH�WKH�ORDQ V�FORVLQJ�GDWH�

��1� 3ODFH�RI�FORVLQJ
$Q�HTXLW\�ORDQ�PD\�EH�FORVHG�RQO\�DW�DQ�RIILFH�RI�WKH�OHQGHU��DQ�DWWRUQH\�DW�ODZ��RU�D�WLWOH
FRPSDQ\�� � )RU� SXUSRVHV� RI� WKLV� VHFWLRQ�� WKH� OHQGHU� LV� DQ\� OHQGHU� WKDW� LV� DXWKRUL]HG
SXUVXDQW�WR�VHFWLRQ���3���WKDW�HLWKHU�DGYDQFHV�IXQGV�GLUHFWO\�WR�WKH�RZQHU�RU�LV�LGHQWLILHG
DV�WKH�SD\HH�RQ�WKH�QRWH��,I�WKH�WUDQVDFWLRQ�LV�FORVHG�DW�RQH�RI�WKHVH�RIILFHV��EXW�ODFNV�WKH
FRQVHQW�RI�D�VSRXVH�RU�RWKHU�SDUW\��LW�LV�SHUPLVVLEOH�WR�REWDLQ�WKDW�LQGLYLGXDO V�FRQVHQW
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E\� PDLO�� � $� SURSHUO\� H[HFXWHG� SRZHU� RI� DWWRUQH\� LV� DFFHSWDEOH� IRU� GHVLJQDWLQJ� DQ
LQGLYLGXDO�WR�FORVH�WKH�ORDQ�RQ�EHKDOI�RI�WKH�RZQHU�

��2� 5DWH�RI�LQWHUHVW�FKDUJH
$�OHQGHU�PD\�FKDUJH�D�IL[HG�RU�YDULDEOH�UDWH�RI� LQWHUHVW�DV�DXWKRUL]HG�E\�VWDWXWH�� �$V
GLVFXVVHG�DERYH��LQWHUHVW�UDWHV�RQ�FHUWDLQ�ILUVW�PRUWJDJHV�DUH�QRW�OLPLWHG�RQ�ORDQV�VXEMHFW
WR�WKH�IHGHUDO�'HSRVLWRU\�,QVWLWXWLRQV�'HUHJXODWLRQ�DQG�0RQHWDU\�&RQWURO�$FW�RI�����
DQG� WKH� $OWHUQDWLYH�0RUWJDJH� 7UDQVDFWLRQ� 3DULW\� $FW�� � &KDSWHU� �$� DXWKRUL]HV� WKH
PD[LPXP�UDWH�RQ�VHFRQGDU\�PRUWJDJH�ORDQV���7KH�DXWKRUL]DWLRQ�RI�D�YDULDEOH�LQWHUHVW�UDWH
LV�DPELJXRXV�ZKHQ�UHDG�LQ�FRQQHFWLRQ�ZLWK�WKH�SURYLVLRQ�UHODWLQJ�WR�VXEVWDQWLDOO\�HTXDO
VXFFHVVLYH�PRQWKO\�LQVWDOOPHQWV���,Q�FRQVWUXLQJ�WKH�FRQVWLWXWLRQ��SURYLVLRQV�DUH�YLHZHG
EURDGO\� JLYLQJ� PD[LPXP� HIIHFW� WR� DOO� VHFWLRQV� DQG� SKUDVHV�� � 7KXV�� DQ� HTXLW\� ORDQ
SURYLGLQJ�LQ�DFFRUGDQFH�ZLWK�DSSOLFDEOH�ODZ�IRU�DQ�LQWHUHVW�UDWH�WKDW�YDULHV�IURP�WLPH�WR
WLPH�PD\�SURYLGH�IRU�D�SD\PHQW�DPRXQW�WKDW�YDULHV�IURP�WLPH�WR�WLPH��DVVXPLQJ�WKDW�WKH
ORDQ�LV�UHJXODUO\�DPRUWL]LQJ�DQG�WKDW�WKH�UDWH�DGMXVWV�RQ�D�UHJXODU�EDVLV��VXFK�DV�DQQXDOO\�
�7KH�DPRXQW�RI�WKH�SD\PHQW�VKRXOG�QRW�FKDQJH�PRUH�IUHTXHQWO\�WKDQ�WKH�LQWHUHVW�UDWH
DGMXVWPHQW���7KH�VFKHGXOHG�SD\PHQW�DPRXQW�EHWZHHQ�HDFK�SD\PHQW�FKDQJH�GDWH�VKRXOG
EH� VXEVWDQWLDOO\� HTXDO� DQG� WKH� DPRXQW� RI� WKH� SD\PHQW� VKRXOG� HTXDO� RU� H[FHHG� WKH
DPRXQW�RI�LQWHUHVW�VFKHGXOHG�WR�DFFUXH�EHWZHHQ�HDFK�SD\PHQW�GDWH�

$Q�DGMXVWDEOH�UDWH�ORDQ�PD\�SURYLGH� IRU�GLVFRXQW� LQWHUHVW� WKDW�UHVXOWV� LQ�D� ORZ� LQLWLDO
LQWHUHVW� UDWH�� �$Q�HTXLW\� ORDQ�PXVW�EH�VWUXFWXUHG� LQ�D�ZD\� VXFK� WKDW� WKH� WUDQVDFWLRQ
UHJXODUO\�DPRUWL]HV��FRQWULEXWHV�WR�DPRUWL]DWLRQ�RI�SULQFLSDO��DQG�GRHV�QRW�UHVXOW� LQ�D
EDOORRQ�SD\PHQW�

��3� $XWKRUL]HG�OHQGHUV
$Q�HTXLW\�ORDQ�PD\�EH�
$PDGH�E\�RQH�RI�WKH�IROORZLQJ�WKDW�KDV�QRW�EHHQ�IRXQG�E\�D�IHGHUDO�UHJXODWRU\
DJHQF\�WR�KDYH�HQJDJHG�LQ�WKH�SUDFWLFH�RI� UHIXVLQJ�WR�PDNH� ORDQV�EHFDXVH�WKH
DSSOLFDQWV�IRU�WKH�ORDQV�UHVLGH�RU�WKH�SURSHUW\�SURSRVHG�WR�VHFXUH�WKH� ORDQV� LV
ORFDWHG�LQ�D�FHUWDLQ�DUHD�

�L� D�EDQN��VDYLQJV�DQG�ORDQ�DVVRFLDWLRQ��VDYLQJV�EDQN��RU�FUHGLW�XQLRQ
GRLQJ�EXVLQHVV�XQGHU�WKH�ODZV�RI�WKLV�VWDWH�RU�WKH�8QLWHG�6WDWHV�

�LL� D�IHGHUDOO\�FKDUWHUHG�OHQGLQJ�LQVWUXPHQWDOLW\�RU�D�SHUVRQ�DSSURYHG
DV�D�PRUWJDJHH�E\�WKH�8QLWHG�6WDWHV�JRYHUQPHQW�WR�PDNH�IHGHUDOO\�LQVXUHG�ORDQV�

�LLL� D�SHUVRQ�OLFHQVHG�WR�PDNH�UHJXODWHG�ORDQV��DV�SURYLGHG�E\�VWDWXWH
RI�WKLV�VWDWH�

�LY� D�SHUVRQ�ZKR�VROG�WKH�KRPHVWHDG�SURSHUW\�WR�WKH�FXUUHQW�RZQHU
DQG�ZKR�SURYLGHG�DOO�RU�SDUW�RI�WKH�ILQDQFLQJ�IRU�WKH�SXUFKDVH��RU

�Y� D�SHUVRQ�ZKR�LV�UHODWHG�WR�WKH�KRPHVWHDG�RZQHU�ZLWKLQ�WKH�VHFRQG
GHJUHH�RI�DIILQLW\�DQG�FRQVDQJXLQLW\���#

8QOHVV�D�OHQGHU�PHHWV�WKH�GHILQLWLRQV�RI��L����LL����LY���RU��Y���WKH�OHQGHU�PXVW�REWDLQ�D
UHJXODWHG�ORDQ�OHQGHUV�OLFHQVH�WR�PHHW�WKH�SURYLVLRQV�RI��LLL����,W�LV�LPSRUWDQW�WR�UHYLHZ
WKH� SURYLVLRQV� RI�&KDSWHU� �$� UHJDUGLQJ� OLFHQVLQJ� DV�ZHOO� DV� WKH� VWDWXWRU\� SURYLVLRQV
UHJDUGLQJ�VHFRQGDU\�PRUWJDJH�ORDQV���$�VHFRQGDU\�PRUWJDJH�ORDQ�PDGH��QHJRWLDWHG��RU
DUUDQJHG�DW�D�UDWH�RI�LQWHUHVW�LQ�H[FHVV�RI�����PXVW�EH�PDGH�E\�DQ�DXWKRUL]HG�OHQGHU�
�$Q�DXWKRUL]HG�OHQGHU�LV�GHILQHG�E\�VWDWXWH�WR�EH�D�EDQN��VDYLQJV�DQG�ORDQ�DVVRFLDWLRQ�
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VDYLQJV�EDQN��FUHGLW�XQLRQ��RU�WKH�KROGHU�RI�D�UHJXODWHG�ORDQ�OLFHQVH���7KHVH�TXDOLILFDWLRQV
DUH�LQFOXVLYH�RI�WKH�FRQVWLWXWLRQDO�DPHQGPHQW���,Q�RWKHU�ZRUGV��D�OHQGHU�PXVW�PHHW�ERWK
VHWV�RI�TXDOLILFDWLRQV�� WKRVH�RI� WKH�FRQVWLWXWLRQ�DQG�WKH�VWDWXWH�� LQ�RUGHU� WR�PDNH� DQ
HTXLW\�ORDQ�WKDW�LV�D�VHFRQGDU\�PRUWJDJH�ORDQ���&RQVWLWXWLRQDO�ODZ�VKRXOG�EH�LQWHUSUHWHG
LQ�KDUPRQ\�ZLWK�VWDWXWRU\�ODZ�

'HSRVLWRU\�,QVWLWXWLRQV
$�EDQN��VDYLQJV�DQG�ORDQ�DVVRFLDWLRQ��VDYLQJV�EDQN��RU�FUHGLW�XQLRQ�GRLQJ�EXVLQHVV�XQGHU
WKH�ODZV�RI�WKLV�VWDWH�RU�RI�WKH�8QLWHG�6WDWHV�LV�GHILQHG�DV�DQ�DXWKRUL]HG� OHQGHU��7KH
SURYLVLRQV�RI�&KDSWHU��$�UHJDUGLQJ�WKH�GHILQLWLRQV�RI�DXWKRUL]HG�OHQGHUV�UHIOHFW�D�VLPLODU
OLVWLQJ� RI� GHSRVLWRU\� LQVWLWXWLRQV�� � +RZHYHU�� WKH� FRQVXPHU� FUHGLW� FRPPLVVLRQHU� KDV
LQWHUSUHWHG� WKH� DSSOLFDELOLW\� RI� WKHVH� VWDQGDUGV� WR� EDQNV� FKDUWHUHG� LQ� RWKHU� VWDWHV��
6HFWLRQ�����RI�WKH�'HSRVLWRU\�,QVWLWXWLRQV�'HUHJXODWLRQ�DQG�0RQHWDU\�&RQWURO�$FW�RI
�����H[HPSWV�VWDWH�FKDUWHUHG�LQVXUHG�EDQNV�IURP�DQ\�SURFHGXUDO�UHTXLUHPHQWV�RI�RWKHU
VWDWHV�UHODWHG�WR� LQWHUHVW� UDWH�UHVWULFWLRQV�� LQFOXGLQJ� OLFHQVLQJ��RWKHUZLVH�DSSOLFDEOH�WR
OHQGHUV�LPSRVLQJ�VXFK�LQWHUHVW�UDWHV��>&RQVXPHU�FUHGLW�FRPPLVVLRQHU�LQWHUSUHWDWLRQ�OHWWHU
����@�7KXV��D�EDQN�FKDUWHUHG�LQ�DQRWKHU�VWDWH�QHHG�QRW�REWDLQ�D�UHJXODWHG�ORDQ�OLFHQVH�

+8'�$SSURYHG�0RUWJDJHHV
$�SHUVRQ�DSSURYHG�DV�D�PRUWJDJHH�E\�WKH�8QLWHG�6WDWHV�JRYHUQPHQW�WR�PDNH�IHGHUDOO\
LQVXUHG� ORDQV� LV� DQ� DXWKRUL]HG� OHQGHU�� � 7KH� 'HSDUWPHQW� RI� +RXVLQJ� DQG� 8UEDQ
'HYHORSPHQW� �+8'�� DSSURYHV� OHQGHUV� WR� PDNH� IHGHUDOO\� LQVXUHG� ORDQV�� � $� +8'�
DSSURYHG� PRUWJDJHH� LV� HQWLWOHG� WR� PDNH� HTXLW\� ORDQV�� � 8QGHU� WKH� WHUPV� RI� WKH
DPHQGPHQW��D�+8'�DSSURYHG�PRUWJDJHH�PD\�PDNH�HTXLW\�ORDQV�DV�ILUVW�PRUWJDJH�ORDQV
RU�VHFRQGDU\�PRUWJDJH�ORDQV�DW�D�UDWH�RI�LQWHUHVW�RI�����RU�EHORZ���,I�D�+8'�DSSURYHG
PRUWJDJHH�PDNHV�D�VHFRQGDU\�PRUWJDJH�ORDQ�DW�D�UDWH�JUHDWHU�WKDQ������WKHQ�WKH�+8'�
DSSURYHG� � PRUWJDJHH� VKRXOG� FRPSO\� ZLWK� WKH� SURYLVLRQV� RI� &KDSWHU� �$� UHJDUGLQJ
OLFHQVXUH�

0RUWJDJH�%URNHUV
$�PRUWJDJH�EURNHU�PXVW�EH�OLFHQVHG�WR�PDNH�ORDQV���7KH�FRQVWLWXWLRQDO�DPHQGPHQW�RQO\
UHIHUV�WR�DQ�HTXLW\�ORDQ�$PDGH#�E\�D�OHQGHU���0DNLQJ�D�ORDQ�LV�WKH�SURFHVV�RI�GHWHUPLQLQJ
WR�H[WHQG�WKH�FUHGLW��WKH�DFW�RI�IXQGLQJ�D�ORDQ��RU�EHLQJ�LGHQWLILHG�DV�WKH�$SD\HH#�RI�WKH
QRWH���,I�WKH�ORDQ�GRFXPHQWV�UHFRJQL]H�D�SHUVRQ�DV�PDNLQJ�RU�RULJLQDWLQJ�WKH�ORDQ�DQG
WKHQ�WKH�WUDQVDFWLRQ�LV�LPPHGLDWHO\�DVVLJQHG��RIWHQ�UHIHUUHG�WR�DV�$WDEOH�IXQGLQJ#��WR�WKH
XOWLPDWH�OHQGHU��ERWK�RI�WKHVH�OHQGHUV��WKH�RULJLQDWRU�DQG�WKH�IXQGHU��PXVW�EH�OLFHQVHG
RU�RWKHUZLVH�TXDOLI\�DV�DXWKRUL]HG�OHQGHUV���$�SHUVRQ�ZKR�RQO\�DUUDQJHV�ORDQV�GRHV�QRW
QHFHVVDULO\�IDOO�LQWR�WKLV�FDWHJRU\���$JDLQ��RQH�PXVW�ORRN�WR�WKH�SURYLVLRQV�RI�&KDSWHU��$
UHJDUGLQJ� DFWLYLWLHV� WKDW� UHTXLUH� D� OLFHQVH�� � 7KXV�� D� EURNHU� QHJRWLDWLQJ� RU� DUUDQJLQJ
VHFRQGDU\�PRUWJDJH�HTXLW\�ORDQV�DW�DQ�LQWHUHVW�UDWH�JUHDWHU�WKDQ�����PXVW�EH�OLFHQVHG�
�$�PRUWJDJH�EURNHU�RQO\�DUUDQJLQJ�D�ILUVW�OLHQ�HTXLW\�ORDQ�RU�D�FDVK�RXW�UHILQDQFH�QHHG
QRW�EH�OLFHQVHG�LI�WKH�EURNHU�GLG�QRW�$PDNH#�WKH�ORDQ��

��4��L� /LPLWDWLRQ�RQ�DSSOLFDWLRQ�RI�SURFHHGV
7KH�RZQHU�FDQQRW�EH�UHTXLUHG�WR�DSSO\�WKH�ORDQ�SURFHHGV�WR�UHSD\�DQRWKHU�GHEW��H[FHSW
GHEW�VHFXUHG�E\�WKH�KRPHVWHDG��RU�GHEW�WR�DQRWKHU�FUHGLWRU��7KH�DPHQGPHQW�VWDWHV�WKDW
WKH�RZQHU�FDQQRW�EH�UHTXLUHG�WR�UHSD\�WR�WKH�VDPH�OHQGHU�D�QRQ�KRPHVWHDG�GHEW���$Q
RZQHU�LV�HQWLWOHG�WR�XVH�WKH�SURFHHGV�RI�DQ�HTXLW\�ORDQ�IRU�DQ\�ODZIXO�SXUSRVH��DW� WKH
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RZQHU V�GLVFUHWLRQ���$Q�RZQHU�LV�QRW�SUHFOXGHG�IURP�YROXQWDULO\�SD\LQJ�RII�D�GHEW�WKDW�LV
RZHG�WR�WKH�VDPH�OHQGHU��EXW�DQ�RZQHU�PD\�QRW�EH�UHTXLUHG�WR�SD\�RII�DQRWKHU�GHEW�
H[FHSW�D�PRUWJDJH�VHFXUHG�E\�WKH�KRPHVWHDG�ZKLFK�LV�EHLQJ�UHILQDQFHG���$�OHQGHU�VKRXOG
REWDLQ�D�VLJQHG�DFNQRZOHGJPHQW�IURP�WKH�RZQHU�HYLGHQFLQJ�WKH�ERUURZHU V�YROXQWDU\
UHSD\PHQW� RI� DQ\� H[LVWLQJ� GHEW� LI� WKH� RZQHU� GLUHFWV� WKDW� WKH� SURFHHGV� VKRXOG� EH
GLVEXUVHG�GLUHFWO\�WR�H[LVWLQJ�FUHGLWRUV�

��4��LLL� 1R�EODQNV�LQ�WKH�FRQWUDFW
7KH�$EODQNV�WKDW�DUH�OHIW�WR�EH�ILOOHG�LQ#�UHIHUHQFHG�LQ��D�����4��LLL��UHIHUV�WR�WKH�ORDQ
FRQWUDFW�WHUPV�DQG�QRW�WR�VLJQDWXUH�EORFNV�WKDW�PXVW�EH�VLJQHG�WR�H[HFXWH�WKH�GRFXPHQW�

��4��Y� &RSLHV�RI�GRFXPHQWV
$W�FORVLQJ��WKH� OHQGHU�PXVW�SURYLGH�WKH�RZQHU�ZLWK�D�FRS\�RI�DOO�GRFXPHQWV�WKDW�DUH
VLJQHG�DW�FORVLQJ�LQ�FRQQHFWLRQ�ZLWK�WKH�HTXLW\�ORDQ���7KH�OHQGHU�LV�QRW�UHTXLUHG�WR�JLYH
WKH�RZQHU�FRSLHV�RI�GRFXPHQWV�WKDW�ZHUH�VLJQHG�E\�WKH�RZQHU�SULRU�WR�FORVLQJ��VXFK�DV
WKRVH�VLJQHG�GXULQJ�WKH�DSSOLFDWLRQ�SURFHVV�� �:LWK�UHVSHFW�WR�DQ\�GRFXPHQWV�ZKLFK�
EHFDXVH� RI� WKHLU� QDWXUH� FDQQRW� EH� VLJQHG� DW� FORVLQJ�� VXFK� DV� D� QRWLILFDWLRQ� RI� WKH
ERUURZHU V�HOHFWLRQ�QRW�WR�UHVFLQG�XQGHU�WKH�ULJKW�RI�UHVFLVVLRQ��WKH�OHQGHU�PXVW�SURYLGH
WKH�RZQHU�FRSLHV�RI�WKHVH�GRFXPHQWV�ZLWKLQ�D�UHDVRQDEOH�WLPH�DIWHU�H[HFXWLRQ���7KUHH
EXVLQHVV�GD\V�LV�D�UHDVRQDEOH�WLPH�IRU�SURYLGLQJ�WKHVH�GRFXPHQWV�WR�WKH�RZQHU�

��4��YL� (TXLW\�ORDQ�GLVFORVXUH
7KH�VHFXULW\�LQVWUXPHQWV�PXVW�FRQWDLQ�D�GLVFORVXUH�WKDW�WKH�ORDQ�LV�DQ�HTXLW\�ORDQ�VXEMHFW
WR�VHFWLRQ����D������$UWLFOH�;9,��7H[DV�&RQVWLWXWLRQ���7KLV�GLVFORVXUH�VKRXOG�DSSHDU�LQ
WKH�PRUWJDJH�LQVWUXPHQW�LQ�D�ZD\�VXFK�WKDW�LW�LV�EROGIDFHG��FDSLWDOL]HG��XQGHUOLQHG��RU
RWKHUZLVH�FRQVSLFXRXVO\�VHW�RXW�IURP�WKH�VXUURXQGLQJ�PDWHULDO�

��4��YLL� 5HOHDVH�RI�OLHQ
7KH�OHQGHU�PXVW�FDQFHO�DQG�UHWXUQ�WKH�QRWH�WR�WKH�RZQHU�DQG�JLYH�WKH�RZQHU��ZLWKRXW
FKDUJH��D�UHOHDVH�RI� OLHQ�RU�D�FRS\�RI� DQ� HQGRUVHPHQW� DQG� DVVLJQPHQW� RI� WKH� OLHQ� WR
DQRWKHU�OHQGHU�UHILQDQFLQJ�WKH�ORDQ�ZLWKLQ�D�UHDVRQDEOH�WLPH�DIWHU�WHUPLQDWLRQ�DQG�IXOO
SD\PHQW�RI�WKH�ORDQ���7KH�OHQGHU�RU�KROGHU��DW�LWV�RSWLRQ��PD\�SURYLGH�WKH�RZQHU�D�UHOHDVH
RI�OLHQ�RU�DQ�HQGRUVHPHQW�DQG�DVVLJQPHQW�RI�WKH�OLHQ�WR�DQRWKHU�OHQGHU�UHILQDQFLQJ�WKH
ORDQ���7KLUW\�GD\V� LV�D�UHDVRQDEOH�WLPH�IRU�WKH� OHQGHU�WR�SHUIRUP�WKH�GXWLHV�UHTXLUHG
XQGHU�WKLV�VHFWLRQ���$Q�DIILGDYLW�RI�ORVW�QRWH��RU�HTXLYDOHQW��PD\�EH�UHWXUQHG�WR�WKH�RZQHU
LQ�OLHX�RI�WKH�RULJLQDO�QRWH��LI�WKH�RULJLQDO�QRWH�KDV�EHHQ�ORVW�

��4��YLLL� 5LJKW�RI�UHVFLVVLRQ
7KH�RZQHU�DQG�WKH�RZQHU V�VSRXVH�KDYH�WKUHH�GD\V�LQ�ZKLFK�WR�UHVFLQG�WKH�H[WHQVLRQ�RI
FUHGLW�DIWHU�WKH�ORDQ�LV�FORVHG���7KH�UHVFLVVLRQ�SHULRG�EHJLQV�DW�FORVLQJ��WKH�VLJQLQJ�RI�WKH
ORDQ�GRFXPHQWV����&ORVLQJ�PD\�RFFXU�RQO\�RQ�RU�DIWHU�WKH���WK�FDOHQGDU�GD\�DIWHU�WKH�ODWHU
RI�WKH�GDWH�WKDW�WKH�RZQHU�PDNHV�DSSOLFDWLRQ�IRU�WKH� ORDQ�RU�WKH�GDWH�WKDW�WKH�RZQHU
UHFHLYHV�WKH�UHTXLUHG�FRQVXPHU�GLVFORVXUH�XQGHU�6HFWLRQ��D�����0��L���7KLV�SURYLVLRQ
JLYHV�WKH�RZQHU V�VSRXVH�ZKR�PD\�QRW�QHFHVVDULO\�KDYH�FRPPXQLW\�SURSHUW\�RZQHUVKLS
WKUHH�FDOHQGDU�GD\V�WR�UHVFLQG�WKH�WUDQVDFWLRQ���,I�WKH�WKLUG�FDOHQGDU�GD\�IDOOV�RQ�D�6XQGD\
RU�OHJDO�KROLGD\�WKHQ�WKH�ULJKW�RI� UHVFLVVLRQ� LV�H[WHQGHG�WR�WKH�QH[W�EXVLQHVV�GD\�� �$
OHQGHU�PXVW�VWLOO�FRPSO\�ZLWK�WKH�SURYLVLRQV�RI�WKH�7UXWK�LQ�/HQGLQJ�$FW�SHUPLWWLQJ�WKH
ERUURZHU�WKUHH�EXVLQHVV�GD\V�WR�UHVFLQG�D�PRUWJDJH�ORDQ�LQ�DSSOLFDEOH�WUDQVDFWLRQV���,I�D
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OHQGHU�FRPSOLHV�ZLWK�WKH�ULJKW�RI�UHVFLVVLRQ�SURFHGXUHV�LQ�WKH�7UXWK�LQ�/HQGLQJ�$FW�DQG
5HJXODWLRQ�=��WKLV�ZLOO� VDWLVI\�WKH�UHTXLUHPHQWV�RI�FRPSO\LQJ�ZLWK�WKLV�VHFWLRQ� LI� WKH
QRWLFHV�DUH�JLYHQ�WR�DOO�RZQHUV�RI�WKH�KRPHVWHDG�DQG�WR�HDFK�VSRXVH�RI�DQ�RZQHU�

��4��L[� $FNQRZOHGJPHQW�RI�IDLU�PDUNHW�YDOXH
7KH�RZQHU�DQG�WKH�OHQGHU�PXVW�DJUHH�RQ�WKH�IDLU�PDUNHW�YDOXH�RI�WKH�SURSHUW\�RQ�WKH
GDWH�WKH�ORDQ�LV�PDGH���$�ZULWWHQ�DFNQRZOHGJPHQW�ZLOO�HYLGHQFH�WKDW�DJUHHPHQW�

6(&7,21�����H�

6HFWLRQ� ���H�� VWDWHV� WKDW� D� UHILQDQFH� RI� DQ� H[LVWLQJ�PRUWJDJH� WUDQVDFWLRQ� WKDW� LQFOXGHV� WKH
DGYDQFH�RI�DGGLWLRQDO�IXQGV�PD\�QRW�EH�VHFXUHG�E\�D�YDOLG�OLHQ�DJDLQVW�WKH�KRPHVWHDG�XQOHVV�WKH
UHILQDQFH� FRPSOLHV�ZLWK� 6HFWLRQ� ���D����� RU� WKH� DGYDQFH� RI� DOO� WKH� DGGLWLRQDO� IXQGV� LV� IRU
UHDVRQDEOH�FRVWV�QHFHVVDU\�WR�UHILQDQFH�WKH�GHEW�RU�IRU�D�SXUSRVH�GHVFULEHG�LQ�6XEVHFWLRQ��D����
WD[HV���D�����RZHOW\�RI�SDUWLWLRQ��RU��D�����KRPH�LPSURYHPHQW���7KH�7H[DV�/HJLVODWXUH��DV�WKH
IUDPHU�RI�WKLV�FRQVWLWXWLRQDO�DPHQGPHQW��ZDV�FOHDU�LQ�VXJJHVWLQJ�WKDW�WKLV�$PHQGPHQW�ZDV�QRW
LQWHQGHG�WR�DOWHU�WKH�ODZ�SHUWDLQLQJ�WR�UHILQDQFLQJ�PRUWJDJHV�DV�LW�H[LVWHG�SULRU�WR�WKH�HQDFWPHQW
RI�WKH�$PHQGPHQW��7KH�TXHVWLRQ�RI�UHDVRQDEOHQHVV�DQG�QHFHVVLW\�RI�FRVWV�VKRXOG�UHODWH�WR�WKH
W\SH�DQG�DPRXQW�RI�WKH�FRVWV���,Q�D�VHFRQGDU\�PRUWJDJH�ORDQ��UHDVRQDEOH�FRVWV�DUH�WKRVH�FRVWV
ZKLFK�DUH�ODZIXO�LQ�OLJKW�RI�WKH�JRYHUQLQJ�RU�DSSOLFDEOH�ODZ�ZKLFK�DXWKRUL]HV�WKH�DVVHVVPHQW�RI
SDUWLFXODU�FRVWV���,Q�WKH�FRQWH[W�RI�RWKHU�PRUWJDJH�ORDQV��UHDVRQDEOH�FRVWV�DUH�WKRVH�FRVWV�ZKLFK
DUH�ODZIXO�LQ�OLJKW�RI�RWKHU�JRYHUQLQJ�RU�DSSOLFDEOH�ODZ���5HDVRQDEOH�DQG�QHFHVVDU\�FRVWV�PD\
LQFOXGH�UHVHUYHV�RU�LPSRXQGV��HVFURZ�WUXVW�DFFRXQWV��IRU�WD[HV�DQG� LQVXUDQFH�� LI� WKH�UHVHUYHV
FRPSO\�ZLWK�DSSOLFDEOH�ODZ�

6(&7,21����J�

7KLV�VHFWLRQ�SUHVFULEHV�WKH�FRQVXPHU�GLVFORVXUH�WKDW�PXVW�EH�JLYHQ�DW�OHDVW����GD\V�LQ�DGYDQFH
RI�WKH�FORVLQJ�RI�DQ�HTXLW\�ORDQ���$�OHQGHU�VKRXOG�HVWDEOLVK�YHULILDEOH�SURFHGXUHV�WR�HQVXUH�WKDW
DQ�RZQHU�UHFHLYHV�WKH�UHTXLUHG�QRWLFH�ZLWKLQ�WKH�VSHFLILHG�WLPH�IUDPH���,I�D� OHQGHU�PDLOV� WKH
QRWLFH�WR�WKH�RZQHU��WKH�OHQGHU�VKDOO�DOORZ�D�UHDVRQDEOH�SHULRG�RI�WLPH�IRU�GHOLYHU\���$�WKUHH�GD\
SHULRG� QRW� LQFOXGLQJ� 6XQGD\V� DQG� OHJDO� KROLGD\V�� FRQVWLWXWHV� D� UHEXWWDEOH� SUHVXPSWLRQ� IRU
VXIILFLHQW�PDLOLQJ� DQG� GHOLYHU\�� �&HUWDLQ� SURYLVLRQV� RI� WKH� QRWLFH� GR� QRW� FRQWDLQ� WKH� H[DFW
LGHQWLFDO�ODQJXDJH�FRQFHUQLQJ�UHTXLUHPHQWV�RI�WKH�HTXLW\�ORDQ�WKDW�KDYH�EHHQ�XVHG�WR�FUHDWH�WKH
VXEVWDQWLYH�UHTXLUHPHQWV�RI�WKH�ORDQ����7KH�VXEVWDQWLYH�UHTXLUHPHQWV�SUHYDLO�UHJDUGLQJ�D�OHQGHU V
UHVSRQVLELOLWLHV�LQ�DQ�HTXLW\�ORDQ�WUDQVDFWLRQ���$�OHQGHU�PD\�VXSSOHPHQW�WKH�QRWLFH�WR�FODULI\�DQ\
GLVFUHSDQFLHV�RU�LQFRQVLVWHQFLHV�


