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John H. Killeen
Bodker, Ramsey, Andrews, Winograd & Wildstein, P.C.
3490 Piedmont Road, Suite 1400
Atlanta, Georgia 30305
(404) 351-1615
WHERE TO BEGIN? AN OVERVIEW OF TRUSTS
I.

What is a trust and what are the key terms?

The creator of a trust is called the “Settlor,” and the people for whom the trust is created
to benefit are called the “Beneficiaries.” The “Trustee” is the person appointed to administer the
trust, and is entrusted to do so based upon fiduciary duties owed to the beneficiaries. This means
that a Trustee must at all times act in the best interest of the Beneficiaries, and must uphold this
responsibility without the slightest appearance of bias or personal interest.
A trust is an arrangement whereby legal title to property is held by the Trustee while the
beneficial interests are held by the Beneficiaries. An express trust is controlled by the specific
terms of a written trust instrument created by the Settlor and by applicable Georgia law.
Wealthy Settlors and their advisors expend a great deal of time and effort to spell out the
Settlor’s intentions for the distribution of the trust’s assets. The goal of a trust is to separate the
assets from the beneficiaries and others. This is to protect others from themselves, protect assets
from creditors, avoid probate, and to defer taxes and/or creditors.
II.

Major Laws Governing Creation and Administration of a Trust

The Revised Georgia Trust Code of 2010 is set forth in O.C.G.A. § 53-12-1, et
seq., and contains the major laws governing trusts in the State of Georgia.
O.C.G.A. § 53-12-2 specifically defines the terms relating to trusts as follows:
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(1) “Ascertainable standard” means a standard relating to an individual's health,
education, support, or maintenance within the meaning of Section 2041(b)(1)(A)
or 2514(c)(1) of the federal Internal Revenue Code of 1986.
(2) “Beneficiary” means a person for whose benefit property is held in trust,
regardless of the nature of the interest, and includes any beneficiary, whether
vested or contingent, born or unborn, ascertained or unascertained.
(3) “Express trust” means a trust as described in Code Section 53-12-20.
(4) “Foreign entity” means:
(A) Any financial institution whose deposits are federally insured which is
organized or existing under the laws of any state of the United States, other than
Georgia, or any subsidiary of such financial institution;
(B) Any other corporation organized or existing under the laws of any state of the
United States, other than Georgia, and chartered or licensed under the laws of
such state; and
(C) Any federally chartered financial institution whose deposits are federally
insured having its principal place of business in any state of the United States,
other than Georgia, or any subsidiary of such financial institution.
(5) “Implied trust” means a resulting trust as described in Code Section 53-12-130
or a constructive trust as described in Code Section 53-12-132.
(6) “Nonresident” means an individual who does not reside in Georgia.
(7) “Person” means an individual, corporation, partnership, association, jointstock company, business trust, unincorporated organization, limited liability
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company, or other legal entity, including any of the foregoing acting as a
fiduciary.
(8) “Private foundation” means a private foundation as defined in Section 509 of
the federal Internal Revenue Code.
(9) “Property” means any type of property, whether real or personal, tangible or
intangible, legal or equitable, and shall include digital assets and electronic
communications, as such terms are defined in Code Section 53-13-2.
(10) “Qualified beneficiary” means a living individual or other existing person
who, on the date of determination of beneficiary status:
(A) Is a distributee or permissible distributee of trust income or principal;
(B) Would be a distributee or permissible distributee of trust income or principal
if the interests of the distributees described in subparagraph (A) of this paragraph
terminated on that date without causing the trust to terminate; or
(C) Would be a distributee or permissible distributee of trust income or principal
if the trust terminated on that date.
The Attorney General has the rights of a qualified beneficiary with respect to a
charitable trust as defined in Code Section 53-12-170, and a person appointed to
enforce a trust created for the care of an animal under Code Section 53-12-28 also
has the rights of a qualified beneficiary.
(11) “Settlor” means the person who creates the trust, including a testator in the
case of a testamentary trust.
(12) “Spendthrift provision” means a provision in a trust instrument that prohibits
transfers of a beneficiary's interest in the income or principal or both.
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(13) “Trust” means an express trust or an implied trust but shall not include trusts
created by statute or the Constitution of Georgia.
(14) “Trust instrument” means the document, including any testamentary
instrument, that contains the trust provisions.
(15) “Trust property” means property the legal title to which is held by the trustee.
The term also includes choses in action, claims, and contract rights, including a
contractual right to receive death benefits as the designated beneficiary under a
policy of insurance, contract, employees' trust, or other arrangement.
(16) “Trustee” means the person or persons holding legal title to the property in
trust.
O.C.G.A. § 53-12-2.
O.C.G.A. § 53-12-20 sets forth the general requirements for creating an express trust in
Georgia, and states as follows:
(a) Except as provided in subsection (d) of this Code section, an express trust shall be
created or declared in writing and signed by the settlor or an agent for the settlor acting
under a power of attorney containing express authorization.
(b) An express trust shall have, ascertainable with reasonable certainty:
(1) An intention by a settlor to create such trust;
(2) Trust property;
(3) Except for charitable trusts or a trust for care of an animal, a beneficiary who is
reasonably ascertainable at the time of the creation of such trust or reasonably
ascertainable within the period of the rule against perpetuities;
(4) A trustee; and
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(5) Trustee duties specified in writing or provided by law.
(c) The requirement that a trust have a reasonably ascertainable beneficiary shall be
satisfied if under the trust instrument the trustee or some other person has the power to
select the beneficiaries based on a standard or in the discretion of the trustee or other
person.
(d) In the case of a trust created pursuant to 42 U.S.C. Section 1396p(d)(4)(B) by an
agent acting for the settlor, the power of attorney need not contain an express
authorization to create or declare a trust.
O.C.G.A. § 53-12-20.
A trust does not require any specific words, as set forth in O.C.G.A. § 53-12-21:
(a) No formal words shall be necessary to create an express trust.
(b) Words otherwise precatory in nature will create a trust only if they are
sufficiently imperative to show a settlor's intention to impose enforceable duties
on a trustee and if all other elements of an express trust are present.
O.C.G.A. § 53-12-21.
O.C.G.A. § 53-12-23 requires that a Settlor have sufficient capacity to create a trust, and
requires as follows:
A person has capacity to create an inter vivos trust to the extent that such person
has legal capacity to transfer title to property inter vivos. A person has capacity to
create a testamentary trust to the extent that such person has legal capacity to
devise or bequeath property by will.
O.C.G.A. § 53-12-23.
Georgia specifically defines testamentary capacity to bequeath property pursuant to a will
in O.C.G.A. § 53-4-11 as follows:
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(a) Testamentary capacity exists when the testator has a decided and rational
desire as to the disposition of property.
(b) An incapacity to contract may coexist with the capacity to make a will.
(c) An insane individual generally may not make a will except during a lucid
interval. A monomaniac may make a will if the will is in no way connected with
the monomania. In all such cases, it must appear that the will expresses the wishes
of the testator unbiased by the insanity or monomania with which the testator is
affected.
(d) Neither advancing age nor weakness of intellect nor eccentricity of habit or
thought is inconsistent with the capacity to make a will.
O.C.G.A. § 53-4-11. Pursuant to Georgia case law interpreting O.C.G.A. § 53-4-11, a testator
possesses the capacity to make a will if, at the time of executing it, the person understands that a
will is intended to dispose of their property after their death, is capable of remembering generally
what property and persons related to them are subject to the will's disposition, and is capable of
setting forth an intelligent scheme to dispose of their property. Strong v. Holden, 287 Ga. 482,
483(1), 697 S.E.2d 189 (2010). Evidence of the testatrix's condition both before and after
execution of the will is admissible to demonstrate testamentary capacity. Id. The mental capacity
to make a will is modest, and the law requires only that the testator have a “decided and rational
desire as to the disposition of [his or her] property.” Wilson v. Lane, 279 Ga. 492, 614 S.E.2d 88
(2005); O.C.G.A. § 53–4–11(a). Indeed, testamentary capacity may be possessed by weakminded or feeble individuals. Id. at 492, 614 S.E.2d 88. And “anything less than a total absence
of mind does not destroy [testamentary] capacity.” Griffin v. Barrett, 183 Ga. 152, 164, 187 S.E.
828 (1936).
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Georgia law expressly recognizes two conditions that may destroy or at least limit an
individual's testamentary capacity. These are insanity and monomania. O.C.G.A. § 53-4-11(c).
However, even an insane individual can make a will during a “lucid interval” as long as the
wishes of the testator expressed in the will have been biased by the insanity. O.C.G.A. § 53-411(c). A “lucid interval” is not a medical term, but rather a legal term that describes a time in
which an individual who is otherwise insane possesses sufficient understanding to form the
requisite decided and rational desire to make a valid will. Scott v. Gibson, 194 Ga. 503, 22
S.E.2d 51 (1942); Anderson v. Anderson, 210 Ga. 464, 80 S.E.2d 807 (1954).
O.C.G.A. § 53-12-25 sets forth how property may be transferred to a trust:
(a) Transfer of property in trust shall require a transfer of legal title to the trustee.
In any transfer of property or any interest in property, if a trust is named as a
grantee, whether such trust is held under the laws of this state or of any other
jurisdiction, then such transfer is deemed to have been made to the trustee of such
trust as though the trustee of such trust had been named as grantee instead of the
trust.
(b) For any interest in real property to become trust property in a trust of which
any transferor is a trustee, the instrument of conveyance shall additionally be
recorded in the appropriate real property records.
O.C.G.A. § 53-12-25.
III.

Duties and Responsiblites to a Trust

O.C.G.A. § 53-12-261 specifically sets forth the powers of trustees, and provides as
follows:
(a) As used in this Code section, the term "fiduciary" means the one or
more personal representatives of the estate of a decedent or the one or more
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trustees of a testamentary or inter vivos trust, whichever in a particular case is
appropriate.
(b) A trustee of an express trust, without court authorization, shall be
authorized:
(1) To sell, exchange, grant options upon, partition, or otherwise dispose
of any property or interest therein which the fiduciary may hold from time to
time, at public or private sale or otherwise, with or without warranties or
representations, upon such terms and conditions, including credit, and for such
consideration as the fiduciary deems advisable and to transfer and convey the
property or interest therein which is at the disposal of the fiduciary, in fee simple
absolute or otherwise, free of all trust. The party dealing with the fiduciary shall
not be under a duty to follow the proceeds or other consideration received;
(2) To invest and reinvest in any property which the fiduciary deems
advisable, including, but not limited to, common or preferred stocks, bonds,
debentures, notes, mortgages, or other securities, in or outside the United States;
insurance contracts on the life of any beneficiary or of any person in whom a
beneficiary has an insurable interest or in annuity contracts for any beneficiary;
any real or personal property; investment trusts, including the securities of or
other interests in any open-end or closed-end management investment company or
investment trust registered under the federal Investment Company Act of 1940, 15
U.S.C. Section 80a-1, et seq.; and participations in common trust funds;
(3) To the extent and upon such terms and conditions and for such periods
of time as the fiduciary shall deem necessary or advisable, to continue or
participate in the operation of any business or other enterprise, whatever its form
or organization, including, but not limited to, the power:
(A) To effect incorporation, dissolution, or other change in the form of the
organization of the business or enterprise;
(B) To dispose of any interest therein or acquire the interest of others
therein;
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(C) To contribute or invest additional capital thereto or to lend money
thereto in any such case upon such terms and conditions as the fiduciary shall
approve from time to time; and
(D) To determine whether the liabilities incurred in the conduct of the
business are to be chargeable solely to the part of the trust set aside for use in the
business or to the trust as a whole.
In all cases in which the fiduciary is required to file accounts in any court
or in any other public office, it shall not be necessary to itemize receipts,
disbursements, and distributions of property; but it shall be sufficient for the
fiduciary to show in the account a single figure or consolidation of figures, and
the fiduciary shall be permitted to account for money and property received from
the business and any payments made to the business in lump sum without
itemization;
(4) To form a corporation or other entity and to transfer, assign, and
convey to the corporation or entity all or any part of the trust property in exchange
for the stock, securities, or obligations of or other interests in any such
corporation or entity and to continue to hold the stock, securities, obligations, and
interests;
(5) To continue any farming operation and to do any and all things
deemed advisable by the fiduciary in the management and maintenance of the
farm and the production and marketing of crops and dairy, poultry, livestock,
orchard, and forest products, including, but not limited to, the power:
(A) To operate the farm with hired labor, tenants, or sharecroppers;
(B) To lease or rent the farm for cash or for a share of the crops;
(C) To purchase or otherwise acquire farm machinery, equipment, and
livestock;
(D) To construct, repair, and improve farm buildings of all kinds needed,
in the fiduciary's judgment, for the operation of the farm;
(E) To make or obtain loans or advances at the prevailing rate or rates of
interest for farm purposes, such as for production, harvesting, or marketing; or for
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the construction, repair, or improvement of farm buildings; or for the purchase of
farm machinery, equipment, or livestock;
(F) To employ approved soil conservation practices, in order to conserve,
improve, and maintain the fertility and productivity of the soil;
(G) To protect, manage, and improve the timber and forest on the farm
and to sell the timber and forest products when it is to the best interest of the trust;
(H) To ditch, dam, and drain damp or wet fields and areas of the farm
when and where needed;
(I) To engage in the production of livestock, poultry, or dairy products and
to construct such fences and buildings and to plant pastures and crops as may be
necessary to carry on such operations;
(J) To market the products of the farm; and
(K) In general, to employ good husbandry in the farming operation;
(6) To manage real property:
(A) To improve, manage, protect, and subdivide any real property;
(B) To dedicate, or withdraw from dedication, parks, streets, highways, or
alleys;
(C) To terminate any subdivision or part thereof;
(D) To borrow money for the purposes authorized by this paragraph for
the periods of time and upon the terms and conditions as to rates, maturities, and
renewals as the fiduciary shall deem advisable and to mortgage or otherwise
encumber the property or part thereof, whether in possession or reversion;
(E) To lease the property or part thereof, the lease to commence at the
present or in the future, upon the terms and conditions, including options to renew
or purchase, and for the period or periods of time as the fiduciary deems advisable
even though the period or periods may extend beyond the duration of the trust;
(F) To make gravel, sand, oil, gas, and other mineral leases, contracts,
licenses, conveyances, or grants of every nature and kind which are lawful in the
jurisdiction in which the property lies;
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(G) To manage and improve timber and forests on the property, to sell the
timber and forest products, and to make grants, leases, and contracts with respect
thereto;
(H) To modify, renew, or extend leases;
(I) To employ agents to rent and collect rents;
(J) To create easements and to release, convey, or assign any right, title, or
interest with respect to any easement on the property or part thereof;
(K) To erect, repair, or renovate any building or other improvement on the
property and to remove or demolish any building or other improvement in whole
or in part; and
(L) To deal with the property and every part thereof in all other ways and
for such other purposes or considerations as it would be lawful for any person
owning the same to deal with the property either in the same or in different ways
from those specified elsewhere in this paragraph;
(7) To lease personal property of the trust or part thereof, the lease to
commence at the present or in the future, upon the terms and conditions, including
options to renew or purchase, and for the period or periods of time as the fiduciary
deems advisable even though the period or periods may extend beyond the
duration of the trust;
(8) (A) To pay debts, taxes, assessments, compensation of the fiduciary,
and other expenses incurred in the collection, care, administration, and protection
of the trust; and
(B) To pay from the trust all charges that the fiduciary deems necessary or
appropriate to comply with laws regulating environmental conditions and to
remedy or ameliorate any such conditions which the fiduciary determines
adversely affect the trust or otherwise are liabilities of the trust and to apportion
all such charges among the several bequests and trusts and the interests of the
beneficiaries in such manner as the fiduciary deems fair, prudent, and equitable
under the circumstances;
(9) To receive additional property from any source and to administer the
additional property as a portion of the appropriate trust under the management of
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the fiduciary, provided that the fiduciary shall not be required to receive the
property without the fiduciary's consent;
(10) In dealing with one or more fiduciaries of the estate or any trust
created by the decedent or the settlor or any spouse or child of the decedent or
settlor and irrespective of whether the fiduciary is a personal representative or
trustee of such other estate or trust:
(A) To sell real or personal property of the estate or trust to such fiduciary
or to exchange such property with such fiduciary upon such terms and conditions
as to sale price, terms of payment, and security as shall seem advisable to the
fiduciary; and the fiduciary shall be under no duty to follow the proceeds of any
such sale; and
(B) To borrow money from the estate or trust for such periods of time and
upon such terms and conditions as to rates, maturities, renewals, and securities as
the fiduciary shall deem advisable for the purpose of paying debts of the decedent
or settlor, taxes, the costs of the administration of the estate or trust, and like
charges against the estate or trust or any part thereof or of discharging any other
liabilities of the estate or trust and to mortgage, pledge, or otherwise encumber
such portion of the estate or trust as may be required to secure the loan and to
renew existing loans;
(11) To borrow money for such periods of time and upon such terms and
conditions as to rates, maturities, renewals, and security as the fiduciary shall
deem advisable for the purpose of paying debts, taxes, or other charges against the
trust or any part thereof and to mortgage, pledge, or otherwise encumber such
portion of the trust as may be required to secure the loan and to renew existing
loans either as maker or endorser;
(12) To make loans or advances for the benefit or the protection of the
trust;
(13) To vote shares of stock or other ownership interests owned by the
trust, in person or by proxy, with or without power of substitution;
(14) To hold a security in the name of a nominee or in other form without
disclosure of the fiduciary relationship, so that title to the security may pass by
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delivery; but the fiduciary shall be liable for any act of the nominee in connection
with the security so held;
(15) To exercise all options, rights, and privileges to convert stocks,
bonds, debentures, notes, mortgages, or other property into other stocks, bonds,
debentures, notes, mortgages, or other property; to subscribe for other or
additional stocks, bonds, debentures, notes, mortgages, or other property; and to
hold the stocks, bonds, debentures, notes, mortgages, or other property so
acquired as investments of the trust so long as the fiduciary shall deem advisable;
(16) To unite with other owners of property similar to any which may be
held at any time in the trust, in carrying out any plan for the consolidation or
merger, dissolution or liquidation, foreclosure, lease, or sale of the property or the
incorporation or reincorporation, reorganization, or readjustment of the capital or
financial structure of any corporation, company, or association the securities of
which may form any portion of an estate or trust; to become and serve as a
member of a shareholders' or bondholders' protective committee; to deposit
securities in accordance with any plan agreed upon; to pay any assessments,
expenses, or sums of money that may be required for the protection or furtherance
of the interest of the beneficiaries of any trust with reference to any such plan; and
to receive as investments of the trust any securities issued as a result of the
execution of such plan;
(17) To adjust the interest rate from time to time on any obligation,
whether secured or unsecured, constituting a part of the trust;
(18) To continue any obligation, whether secured or unsecured, upon and
after maturity, with or without renewal or extension, upon such terms as the
fiduciary shall deem advisable, without regard to the value of the security, if any,
at the time of the continuance;
(19) To foreclose, as an incident to the collection of any bond, note, or
other obligation, any deed to secure debt or any mortgage, deed of trust, or other
lien securing the bond, note, or other obligation and to bid in the property at the
foreclosure sale or to acquire the property by deed from the mortgagor or obligor
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without foreclosure; and to retain the property so bid in or taken over without
foreclosure;
(20) To carry such insurance coverage as the fiduciary shall deem
advisable;
(21) To collect, receive, and issue receipts for rents, issues, profits, and
income of the trust;
(22) (A) To compromise, adjust, mediate, arbitrate, or otherwise deal with
and settle claims involving the trust or the trustee;
(B) To compromise, adjust, mediate, arbitrate, bring or defend actions on,
abandon, or otherwise deal with and settle claims in favor of or against the trust as
the fiduciary shall deem advisable; the fiduciary's decision shall be conclusive
between the fiduciary and the beneficiaries of the trust and the person against or
for whom the claim is asserted, in the absence of fraud by such persons and, in the
absence of fraud, bad faith, or gross negligence of the fiduciary, shall be
conclusive between the fiduciary and the beneficiaries of the trust; and
(C) To compromise all debts, the collection of which are doubtful,
belonging to the trust when such settlements will advance the interests of those
represented;
(23) To employ and compensate, out of income or principal or both and in
such proportion as the fiduciary shall deem advisable, persons deemed by the
fiduciary needful to advise or assist in the administration of any trust, including,
but not limited to, agents, accountants, brokers, attorneys at law, attorneys in fact,
investment brokers, rental agents, realtors, appraisers, and tax specialists; and to
do so without liability for any neglect, omission, misconduct, or default of the
agent or representative, provided such person was selected and retained with due
care on the part of the fiduciary;
(24) To acquire, receive, hold, and retain undivided the principal of
several trusts created by a single trust instrument until division shall become
necessary in order to make distributions; to hold, manage, invest, reinvest, and
account for the several shares or parts of shares by appropriate entries in the
fiduciary's books of account and to allocate to each share or part of share its
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proportionate part of all receipts and expenses; provided, however, that this
paragraph shall not defer the vesting in possession of any share or part of share of
the trust;
(25) To set up proper and reasonable reserves for taxes, assessments,
insurance premiums, depreciation, obsolescence, amortization, depletion of
mineral or timber properties, repairs, improvements, and general maintenance of
buildings or other property out of rents, profits, or other income received;
(26) To value assets of the trust and to distribute them in cash or in kind,
or partly in cash and partly in kind, in divided or undivided interests, as the
fiduciary finds to be most practical and in the best interest of the distributees, the
fiduciary being able to distribute types of assets differently among the
distributees;
(27) To transfer money or other property distributable to a beneficiary
who is under age 21, an adult for whom a guardian or conservator has been
appointed, or an adult who the fiduciary reasonably believes is incapacitated by
distributing such money or property directly to the beneficiary or applying it for
the beneficiary's benefit, or by:
(A) Distributing it to the beneficiary's conservator or, if the beneficiary
does not have a conservator, the beneficiary's guardian;
(B) Distributing it to the beneficiary's custodian under "The Georgia
Transfers to Minors Act" or similar state law and, for that purpose, creating a
custodianship and designating a custodian;
(C) Distributing it to the beneficiary's custodial trustee under the Uniform
Custodial Trust Act as enacted in another state and, for that purpose, creating a
custodial trust; or
(D) Distributing it to any other person, whether or not appointed guardian
or conservator by any court, who shall, in fact, have the care and custody of the
person of the beneficiary;
The fiduciary shall not be under any duty to see to the application of the
distributions so made if the fiduciary exercised due care in the selection of the
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person, including the beneficiary, to whom the payments were made; and the
receipt of the person shall be full acquittance to the fiduciary;
(28) To make, modify, and execute contracts and other instruments, under
seal or otherwise, as the fiduciary deems advisable; and
(29) To serve without making and filing inventory and appraisement,
without filing any annual or other returns or reports to any court, and without
giving bond; but, in addition to any rights the beneficiaries may have under
subsection (b) of Code Section 53-12-243, the fiduciary shall furnish to the
income beneficiaries, at least annually, a statement of receipts and disbursements.
A fiduciary duty is the highest duty known in the law. Mary F. Radford, Georgia Trusts
and Trustees, § 9:1, p. 349 (2015-2016 Ed.). Chief Justice Benjamin Cardozo’s opinion in
Meinhard v. Salmon, 249 N.Y. 458, 464, 164 N.E. 545 (1928) explained the exacting standard of
undivided loyalty that is required as follows:
Many forms of conduct permissible in a workaday world for those acting at arm’s
length are forbidden to those bound by fiduciary ties. A trustee is held to
something stricter than the morals of the market place. Not honesty alone, but the
punctilio of an honor the most sensitive is then the standard of behavior. As to this
there has developed a tradition that is unbending and inveterate. Uncompromising
rigidity has been the attitude of courts or equity when petitioned to undermine the
rule of undivided loyalty by the ‘disintegrating erosion’ of particular exceptions.

Georgia law similarly states that a trustee “shall administer the trust in good faith, in
accordance with its provisions and purposes.” O.C.G.A. § 53-12-240(b). Even if a trust grants
the trustee unlimited discretion, the trustee “shall exercise a discretionary power in good faith.”
O.C.G.A. § 53-12-260. A testamentary trustee must act for the benefit of the trust estate “but also
in such a way as not to gain any advantage, directly or indirectly . . . and he owes an undivided
duty to the beneficiary, and must not place himself in a position where his personal interest will
conflict with the interest of the beneficiary.” Hanson v. First State Bank & Trust Co., 259 Ga.
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710, 711, 385 S.E.2d 266, 267 (1989) (quoting Clark v. Clark, 167 Ga. 1, 405, 144 S.E. 787
(1928)). “The purpose of this rule is to require a trustee to maintain a position where his every
act is above suspicion, and the trust estate, and it alone, can receive, not only his best services,
but his unbiased and uninfluenced judgment.” Id. The duty as applied to personal representatives
of estates is equally demanding. “An administrator (or executor) is administrative representative
of the deceased, with property and testamentary rights. [The fiduciary] is a quasi court officer
and has the sacred duty of standing in the place of the deceased and administering the estate as
directed…. [The fiduciary] is a trustee invested with a solemn trust to manage the estate under
his control to the best advantage of those interested in it.... Nothing can be tolerated which comes
into conflict or competition with the interests and welfare of those interested in the estate.”
Ringer v. Lockhart, 240 Ga. 82, 84-85, 239 S.E.2d 349, 351 (1977) (citations omitted).
IV.

Revocable vs. Irrevocable

A trust can be revocable or irrevocable. A revocable trust is a trust which by its express
terms can be revoked by the settlor. The power to revoke a trust includes the power to modify a
trust. An unrestricted power to modify a trust is deemed to include a power to modify a trust.
O.C.G.A. § 53-12-40. A settlor’s agent may revoke a revocable trust if the agent is expressly
authorized to do so under a power of attorney. O.C.G.A. § 53-12-43(a). For income tax
purposes, a revocable trust is treated as the alter ego of the settlor. It does not file a separate tax
return. Its income and deductions flow through to the settlor’s personal tax return and are
reported under the settlor’s social security number. Revocable trusts are generally used because
they are an easy method for transferring assets at death in order to avoid probate.
An irrevocable trust is a trust which is not revocable by the settlor. However, even
though a trust may be irrevocable, it may be possible to be terminated or modified by other
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means. These actions include an action under the Georgia modification statutes, termination of
an uneconomic trust under the terms of the trust instrument, and the exercise of general power of
appointment. Depending on the other characteristics of the trust, the assets of an irrevocable
trust may also be available for distribution. An irrevocable trust is often used as a method of tax
planning, creditor protection, or disability planning.
O.C.G.A. § 53-12-60 sets forth how an irrevocable trust may be reformed by a court:
(a) If it is proved by clear and convincing evidence that the trust provisions were
affected by a mistake of fact or law, whether in expression or inducement, the
court may reform the trust provisions, even if unambiguous, to conform the
provisions to the settlor's intention.
(b) A petition for reformation may be filed by the trustee or any beneficiary or, in
the case of an unfunded testamentary trust, the personal representative of the
settlor's estate.
(c) Notice of a petition for reformation of the trust shall be given to the trustee and
all beneficiaries.
V.

Determining your client’s planning needs.

In the initial meeting, clients should be encouraged to collect the personal and financial
data necessary to help them with their planning needs. The client should be asked to bring all
deeds and other documents of title, life insurance policies, and retirement plan information. Life
insurance and retirement plan beneficiary information should also be brought for review.
A lawyer should use the initial conference with the client for several purposes. First, to
collecting basic data needed to assist the client, which includes the above documents. The
lawyer needs to then attempt to ascertain the dispositive intent of the client, which goes beyond
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just who they want to receive the assets of their estate. Some examples of considerations are the
following:


How will the client and their spouse’s financial needs be met in the event of disability?



How is the client going to protect the assets for the children in the event that the
surviving spouse remarries?



Are there any special needs of the children that need to be considered?



Are the children old enough to receive an inheritance outright?



Who does the client intend to benefit from the creation of the trust?



What is the goal of creating the trust?



How much authority does the client wish to grant to the trustee?



Who should be selected as the trustee and why?



What power should the beneficiaries have to change the directions set forth in the trust
instrument?



What should each beneficiaries interest in the trust be?

The goal of the initial meeting is to fully determine the client’s dispositive intent. A trust can
have a single beneficiary or multiple beneficiaries. Similarly, a trust can have a single trustee or
multiple trustees acting as co-trustees.

A beneficiary can serve as a trustee or co-trustee.

However, a family member that is not a beneficiary is most often named as trustee for
impartiality purposes.
A trust may contain one or more powers of appointment, which is nothng more than the
beneficiaries right pursuant to the trust to change certain directions of the trust. A power of
appointment can be exercised to cut out beneficiaries, change how and when beneficiaries
receive trust property, as well as to add beneficiaries. The settlor generally defines the scope of
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this power, including the people and charities that may be named to receive trust property.
Powers of appointment are routinely included for high net worth clients who create irrevocable
trusts to provide flexibility and avoid tax issues.
VI,

Determining which type of trust to use.

Determining which type of trust to use is entirely dependent upon the client’s needs and
goals, which need to be ascertained in the initial meeting with the client. Trusts can accomplish
a range of goals, including avoiding probate, minimizing estate taxes, and making sure your
client’s heirs receive as much of the client’s money as possible as quickly as possible. The
following are some types of trusts often used in estate planning:
A. Qualified Personal Residence Trust (QPRT): A QPRT is a product of Section 2702
of the Internal Revenue Code. It is an irrevocable trust created by the settlor to own
an interest in the settlor’s primary residence or vacation home. The settlor retains the
right to occupy the residence for a set term of years. At the end of the term if the
settlor is living, the property passes to the specified remainder beneficiaries. If the
trustee sells the home during the term of the trust and the trust does not buy a
replacement property, the trustee is required to pay an annuity for the balance of the
trust term which is calculated to replace the value of the settlor’s right to remain in
the residence. If the settlor dies during the term of the trust, the property passes
pursuant to the settlor’s will.
B. Grantor Retained Annuity Trust (GRAT): A GRAT is similar to a QPRT as it is
subject to the narrow restrictions of Section 2702 of the Internal Revenue Code. A
GRAT is an irrevocable trust created by a single settlor to which the settlor transfers
assets and retains the right to receive an annuity from the trust each year for the term
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of the trust. If the settlor survives the terms of the trust, any assets remaining n the
trust will be distributed to the remainder beneficiaries. If the settlor fails to survive
the term, the property remaining in the GRAT is generally distributed to the settlor’s
estate.
C. Charitable Remainder Trust (CRT): A CRT s an irrevocable trust to which the sellor
transfers assets and retains the right to receive an annuity each year for either the
settlor’s lifetime or a set term of years. At the end of the term, whether the term ends
with the death of the settlor or a number of years, the remaining assets are distributed
to charity.
D. Irrevocable Insurance Trust (ILIT): An ILIT is an irrevocable trust created by the
settlor to own insurance on the settlor’s life so the death benefit s not included in the
settlor’s estate at his or her death. The trust is usually for the benefit of the settlor’s
spouse and children with a provision to treat the beneficiary spouse as predeceased in
the event of a divorce. On divorce, the beneficiary spouse would cease automatically
to be included as a beneficiary.
E. Spousal Access Trust (SLAT): A SLAT is an irrevocable trust created by a settlor
spouse under which the other spouse is a beneficiary with the couple’s descendants.
The theory is that the trustee can make distributions to the spouse beneficiary to
provide for the couple’s lifestyle.

Some SLAT’s provide for distribution of all

income to the spouse, while others provide for discretionary income.
F. Credit Shelter Trust (CST): A CST is designed to allow affluent couples to reduce or
completely avoid estate taxes when passing along assets to their heirs. This type of
irrevocable trust is structured so that upon the death of the settlor, the assets specified
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in the trust agreement and the income they generate are transferred to the settlor’s
spouse. A key benefit to this type of trust is that the surviving spouse maintains
certain rights to the trust assets during their lifetime. Upon the surviving spouse’s
death, the trust’s assets are distributed to the remaining beneficiaries without any
estate taxes being levied.
G. Qualifed Terminable Interest Trusts (QTIP): A QTIP enables the grantor to provide
for a surviving spouse and maintain control of how the trust’s assets are distributed
once the surviving spouse dies. Income, and sometimes principal, generated from the
trust is given to the surviving spouse to ensure that the spouse is taken care of for the
rest of their life. This type of trust is commonly used by individuals who have
children from another marriage, and enable the settlor to look after their current
spouse while making sure that the assets are passed onto beneficiaries of his or her
choice, usually children from a prior marriage.
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Revocable Living Trusts
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Revocable Living Trusts
A. Traditional Estate Planning vs. Revocable Living Trusts
Revocable trust planning is a popular tool used by estate planning attorneys to achieve a
variety of goals including providing a mechanism for disability management,
safeguarding privacy, ensuring effective post-mortem transfer of property, and probate
avoidance. The most popular reason for utilizing a revocable living trust plan is probate
avoidance, whether in an individual’s home state (domiciliary probate) or to avoid
probate in an out-of-state jurisdiction where real property is owned (ancillary probate).
Depending on the state and jurisdiction, practitioners often have a strong preference
either for or against the use of revocable trusts. In reality, a number of factors need to be
taken into account in advising respective clients, as there is no one size fits all in estate
planning.

Probate Avoidance
The reason to bypass probate is often the desire to avoid the cost and formality of the
probate process. Such costs and formalities vary significantly by jurisdiction and state.
For example, in Florida, there are minimum statutory fees for attorneys and significant
savings can be realized through a properly funded revocable revocable trust. In contrast,
in Georgia, assuming a property drafted Will, the probate process is relatively simple
and the cost savings are typically minor. Each practitioner should understand his or her
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state’s statutory and customary fees including, but not limited to, the commissions of the
executor or administrator, attorney's fees, guardians ad litem fees, court costs, and
whether the accounting and inventory are waivable.
In addition to cost savings, the use of a revocable trust can be especially important
where an individual is worried about a potential Will contest or has heirs that are
unknown or not easily located. Most jurisdictions have statutory notice requirements
that mandate that all heirs-at-law are provided a copy of the Will and probate petition. In
other words, where the heirs are unknown, the nominated Executor or Administrator
must conduct due diligence or hire an outside company in order to determine the address
and relation for each heir.
Example: Janice Smith, a ninety-five year old Georgia resident, had a
valid Will leaving all of her assets to her husband, if living, and, if not,
to a local charity. Janice’s husband predeceased her, they had no
children, and her closest heirs-at-law were distant relatives. Upon
Janet’s passing, the nominated Executor would need to determine the
heirs and each of their respective addresses in order for the court to
serve process. This could represent a significant delay to the estate and
potentially a large hidden cost. However, if Janet were able to bypass
probate through the use of a revocable trust and beneficiary
designations, this would alleviate the delay and potential cost.
Additionally, where an heir is disinherited, service of process by the court can
serve as notice or a reminder for the heir to file a caveat, especially where the
heir was estranged or the estate is large. Even if such caveat is a nuisance claim,
it could delay estate administration and entice the executor or administrator in
to seeking a settlement. However, if probate is avoided, it is unlikely the heir
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would ever learn of the decedent’s passing or determine how to properly
contest the revocable trust.
Probate can be avoided entirely by having no assets in the deceased’s name (i.e. each
asset is owned by a revocable trust, passes via beneficiary designation or joint
ownership, or some other form of transfer) or an individual can seek to have certain
assets avoid probate. As briefly discussed above, even in jurisdictions that have a simple
domiciliary probate process, a revocable trust may be an especially useful vehicle to
avoid expensive ancillary probate proceedings.
Example: John Smith, a resident of Georgia, owns real property in
Florida, California, and Texas. If John were to pass away owning the
property in his name individually, domiciliary probate would occur in
Georgia and ancillary probate would occur in Florida, California, and
Texas. However, if John Smith owned the property in a properly
administered revocable trust, ancillary probate would be avoided and
the property could be transferred via the terms of the revocable trust.
On the negative side, avoiding the probate process bypasses certain safeguards built into
each state’s law to prevent potential fraud and other unintended consequences. Such
safeguards include judicial supervision of the estate administration process and the Will
Act Formalities. In most jurisdictions, those safeguards will not apply with respect to
property passing by a revocable trust. While most clients or practitioners see the lack of
judicial supervision as beneficial, there are circumstances in which such lack of
supervision is harmful to the overall estate plan.

Privacy
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The revocable trust may offer advantages for an individual seeking privacy. Since a
property owner's Will and, in some cases, the assets, may be a matter of public record, an
individually wishing to maintain confidentiality with respect to the nature of dispositions
and assets should utilize a revocable trust. This is especially important for many public
figures including politicians, celebrities, and athletes. It seems there is a story each month
in the New York Times or Wall Street Journal publicizing the terms of a celebrity’s Will.
If the celebrity had instead utilized a revocable trust, such publicity (often negative) could
have been avoided.
Example: Joe Cobb, a famous musician and resident of Georgia, has
numerous children from prior relationships that the public is unaware of.
Joe seeks to provide for each of the children under the terms of his
estate planning documents, but it is foremost desire that the children’s
identity be kept secret in order to preserve their lifestyle. If Joe utilizes a
pour-over will and revocable trust, only the barebones Will would be
required to be filed with the court and the revocable trust would remain
private.

Disability Management
Executing and funding a properly drafted revocable trust is most likely the best way to
ensure a grantor’s property remains available to be used for his or her benefit in the
event of a physical or mental impairment. There is little to no interruption in asset
management and the successor trustee may act immediately to ensure care is provided.
While a durable power of attorney offers similar benefits, third parties such as banks and
financial institutions often have more difficulty in dealing with a power of attorney than
a trust agreement. Additionally, depending on state law, a bank or financial institution
may not be required to accept the power of attorney or there may be a lengthy process in
order for it to be accepted.
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Effective Transfer of Property at Passing
Similar to disability management, there may be a need to ensure continuity of
management upon a grantor’s passing. By utilizing a revocable trust, the grantor is able to
nominate a successor trustee to have immediate (or nearly immediate) access to the
grantor’s assets upon passing. This can be extremely important where the assets include a
closely held business, significant real property holdings, or a vast investment portfolio.
Example: Kevin Dole, a Georgia resident and real estate investor,
passed away ten days before the closing of a major commercial
property. The closing was required for Kevin to avoid a foreclosure on
the property. If the property was owned in a revocable trust, the
successor trustee would be able to close on the transaction. However, if
the property was owned in Kevin’s individual name, it would likely take
weeks before an executor was appointed.
Revocable trusts can be powerful tools in financial and estate planning. In most cases,
especially for affluent clients, significant cost and time savings and other valuable
objectives can be achieved. However, there is an additional expense and complexity in
creating and funding a revocable trust. In most cases, practitioners should do a client-byclient analysis or even asset-by-asset analysis, as to whether a revocable trust is
appropriate to implement.
B. Credit Shelter Trusts
C. Marital Deduction Trusts
D. Qualified Terminable Interest Trusts
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Within a revocable trust or will, married couples often have a choice as to how a spouse
will inherit the property. Traditional estate tax planning would include a bypass trust
(often referred to as a credit shelter trust) for the estate tax exemption amount with the
remainder passing to a marital trust. The bypass trust is designed to avoid an estate tax
upon the surviving spouse’s death and would not receive a basis step-up to fair market
value upon the death of the surviving spouse. The marital trust would be taxable to the
surviving spouse’s estate and thus would receive a step-up in basis to the fair market
value as of the date of death. Some advantages of the traditional estate plan include, but
are not limited to, the following:
Asset Protection. Assuming properly drafted and subject to state law, the bypass trust will
provide some level of asset protection in the event of future marriage, future divorce, or
other creditor issues. Proper drafting can also ensure the surviving spouse does not divert
the assets to an unintended beneficiary.
Example: John passes away in 2016 leaving all of his assets to a bypass
trust for the benefit of his wife, Carol, and his two children. Carol
subsequently remarries in 2025 to a con artist, Don, who thinks Carol is
worth millions. Don has Carol rewrite her Will leaving all of the assets
to Don with the promise that he will provide for the kids. Upon Carol’s
passing, the assets with the bypass trust would pass to John’s children
and not Don.
Generation Skipping Tax Transfer (“GST”) Planning. While portability provides for the
transfer of the deceased spouse’s unused estate tax exemption to the surviving spouse, it
does not permit transfer of the GST exemption. Accordingly, by funding the bypass trust
upon the first spouse to pass, the GST exemption can be preserved so that funds are able
to pass in trust from generation to generation. Use of such GST exemption upon the first

32

to pass is crucial to legacy planning. See below regarding the use of a Reverse QTIP
election in order to preserve the GST exemption where there is no bypass trust.
Asset Inflation Protection. Proper planning can ensure any growth (inflationary or
otherwise) within the bypass trust will avoid future estate taxation. This is because even
an inflation-indexed exemption amount would likely obtain less appreciation over time
than would be the case with a bypass trust invested in a portfolio allocated for moderate
risk.
Example: The stock of A Corporation is transferred to a bypass trust
upon the first spouse to die. The stock value subsequently grows from a
value of $5,000,000 to $10,000,000. Assuming the surviving spouse has
a taxable estate of his or her own and an estate tax rate of 40%, the use
of the bypass trust saved $2,000,000 in estate taxation ($5,000,000 *
40% tax rate). However, please note that the stock would not receive a
step-up in basis.
Example: Assume a fifty-year old terminally ill client owns an asset expected to
appreciate significantly in future years. The client’s revocable trust provides a
formula gift into a bypass trust. While the asset would receive a step-up in basis at
the death of the terminally ill spouse, the estate tax benefits of the formula gift
should be weighed against the income tax benefits of having the asset pass
outright to the surviving spouse or into a trust where the surviving spouse has a
general power of appointment. The practitioner should also take into account any
income that the asset produces – if the income is going to be distributed annually
due to the tax rates on the trust, the estate tax benefit may be minimal.
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State Estate Tax Protection. There are currently more than 20 different state estate tax
regimes. Planners need to be cognizant of the state estate tax rules governing their clients
and whether relying on “portability” could result in an unanticipated state estate tax bill.
Example: John and Carol lived in State A (no state estate tax) at the
time of John’s death. John had an estate of approximately $2,000,000
that passed directly to Carol. Carol filed an estate tax return to obtain
John’s unused estate tax exemption. Carol subsequently moves to State
B that has a state estate tax of 10%, an exemption of $1,000,000, and
does not recognize portability. Upon Carol’s passing, the estate will owe
$100,000 in state estate taxes to State B ($1,000,000 * 10%). Such tax
could have been avoided through the use of a bypass trust.
Investment and Administrative Management. By utilizing a bypass and marital trust, the
deceased spouse can ensure the assets are properly managed, either by a corporate trustee
or a trusted individual with experience. The Trustee should ensure proper record keeping,
engage in tax planning, make decisions objectively, and utilize its expertise in investment
allocations. This can be particularly important for elderly clients or clients with complex
or difficult family situations.
Example: Dianne, who handled her family’s financial affairs, passes
away in 2016 at the age of 96 leaving all of her assets outright to her
husband, John, who is also 96 years old. John, who is now in charge of
managing the investments and ensuring all tax returns are properly
handled, falls prey to a scam IRS e-mail and loses a substantial portion
of the inheritance.
The permanency of portability and increased estate tax exemptions codified in the
American Taxpayer Relief Act of 2012 (ATRA) and the Tax Cuts and Jobs Act of 2017
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(TCJA) have resulted in 99.9% of U.S. residents no longer having to worry about the
estate tax. As such, the use of a traditional estate tax planning for many clients is no
longer necessary. Many clients, even those with a significant net worth, may prefer to
rely on portability.
Portability planning is a rather broad concept coined by planners that can range from
having all assets pass via joint ownership to the surviving spouse to a complex plan
designed to have all assets pass in trust with the spouse making an election to take
advantage of the unlimited marital deduction and applicable GST exemption. The basic
idea is that by eliminating the risk of losing a portion of all of the estate tax exemption,
portability permits a wide array of opportunities in tailoring a plan to the needs of the
client.
In reviewing options, a planner should always determine the client’s objectives and run
an objective math based analysis.

Client Objectives.

A thorough review of client objectives should be the basis for

planning. Questions include, but are not limited to, the following:


Determine the level of complexity the client is comfortable with. While relying on
portability may be the simplest route in the beginning, is the client comfortable with
the expense of timely filing an estate tax return (Form 706)? Discuss with the client
that an outright distribution can result in the funds passing to the surviving spouse’s
new husband or wife and/or his or her respective children.



Are there asset protection concerns? If there are large contingent liabilities, an
outright distribution may result in the funds passing to the creditors of the surviving
spouse.



Review the client’s personal financial statement to determine the asset base. For
example, if the client has nearly all of his or her net worth in retirement assets and a
primary residence, there are potential adverse consequences to having the assets pass
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to a bypass trust. This could lead to a loss of tax deferral for the IRA and a potential
loss of homestead (or other similar protection) and property tax deductions for the
primary residence.


How are the assets titled? If everything is jointly titled except for relatively low value
assets that are difficult to appraise, the purpose of the formula gift to a bypass trust
would be defeated and may ultimately become a hindrance when filing the estate tax
return.



Discuss the family dynamic. If the client is in a third marriage with children from the
prior two marriages, an outright distribution to the current wife could be a potential
for disaster. There also needs to be a thorough discussion of the decision makers – in
the situation discussed above, it may be prudent to appoint a corporate or independent
trustee in order to lessen distrust and dissension between the family units.



What is the legacy the client wants to leave? If the client only cares about providing
for the spouse, a simple approach may be warranted. However, if the client desires to
provide for future generations, the client should maximize GST planning.



Discuss the charitable intentions of the family. If there will be significant charitable
bequests, a different approach may be taken.



Portability only applies to the last deceased spouse – the client should understand the
risk that if the surviving spouse remarries and the new spouse predeceases, the
portable exemption may be lost absent gifting.



Determine the residency and citizenship status of each spouse. If the client is a nonresident alien from a country without an applicable tax treaty, portability may not
apply.



The uncertainty regarding tax laws should be discussed with the client. While ATRA
made the estate exemptions and portability “permanent”, there is always a chance
Congress revises the law. Additionally, the increased exemptions in TCJA are set to
sunset in 2025.



An advisor should review the plan from a tax savings perspective by looking at (1)
the time (i.e. life expectancy of each spouse), (2) tax rates and exemptions, and (3)
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the anticipated rate of return. In most circumstances, there is a greater economic
benefit from the portability plan than the traditional estate plan for clients with a net
worth less than the combined exemption rate due to the income tax advantage.


If someone other than the spouse is being appointed as Executor or Trustee, ensure
that the appointed individual timely files the estate tax return in order to elect
portability. A provision in the testamentary document should also indicate whether
the estate or surviving spouse will be responsible for the cost of such filing.



Determine whether a trustee of a bypass trust having a spray power among a class of
beneficiaries in lower tax brackets can provide tax savings.

In the event the tax and non-reasons for relying on portability planning align with the
client’s objectives, there are numerous options for the client ranging from a simple
testamentary document passing all assets outright to a complex testamentary document
that includes a formula gift to Reverse QTIP/ QTIP trusts. A few examples are discussed
below:
Disclaimer Tax Planning. If the reasons for establishing a bypass trust (or providing for
a distribution to a QTIP trust) are not significant, but the client wants to give the
surviving spouse the option of establishing a bypass trust, the estate plan can provide for
an outright distribution to the surviving spouse with such spouse having the ability to
“disclaim” all or a portion the inheritance to a disclaimer or bypass trust. The decision to
disclaim must be made during the nine-month period following the first spouse’s death.
One caveat is that the surviving spouse cannot have a power of appointment over the
disclaimed assets.
Example: Assume John and Carol are a young married couple and that
John has a net worth of approximately $2,000,000. John does not want
to do any advanced planning other than a simple Will that provides for
an outright distribution to Carol. Subsequently, there is a car accident
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where John is killed and Carol is incapacitated. If a disclaimer trust is
included in John’s testamentary document and the power to disclaim is
included in Carol’s durable general power of attorney, there could be
some asset protection and management for Carol. As a caveat, it is
important to review state law.
QTIP Trust. In recommending a client utilize a bypass trust, many advisors cite (i) nontax reasons including asset protection via a spendthrift clause, asset management, and
control over distributions, and (ii) tax reasons such as utilizing the deceased spouse’s
GST exemption and providing inflation protection from the estate tax.
However, the author believes that many of these concerns can be addressed through the
use of a Reverse QTIP/QTIP trust. A testamentary document that provides for the use of
a QTIP trust would permit the deceased spouse to designate control over the distribution
of the trust assets upon the death of the surviving spouse, preserve the deceased spouse’s
GST exemption through a “reverse QTIP election,” and provide a greater degree of
creditor protection than would be permitted by an outright bequest to the surviving
spouse.
Utilizing a QTIP Trust to accomplish these objectives may allow the trust assets to stepup to fair market value upon the death of the surviving spouse and postpone payment of
state level estate taxes until the death of the surviving spouse in certain situations. In
addition, by electing portability, the surviving spouse can utilize the deceased spouse’s
unused estate tax exemption in making tax-free gifts. While there has been uncertainty
for the last six years regarding the validity of a qualified “QTIP” election made solely to
allow for the use of portability due to Revenue Procedure 2001-38, Revenue Procedure
2016-49, effective as of September 27, 2016, makes clear that a QTIP election can be
used along with a portability election, even in cases where the QTIP election was not
needed to reduce or eliminate estate taxes at the first spouse’s death.
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The changes in the American Taxpayer Relief Act of 2012 the Tax Cuts and Jobs Act of
2017 have not simplified estate planning. ATRA and TCJA made estate planning
significantly more complex and increased the potential exposure of advisors and
fiduciaries that do not pay sufficient attention to income tax and tax basis issues in their
decisions, planning, and advice. Advisors will need to have a better understanding of
client objectives in order to craft an effective estate plan. Advisors should also have a
deep understanding of how portability works and how it can be integrated into a client’s
estate plan.
E. Funding the Trust
F. Drafting Tips and Samples

In funding a revocable trust, it is important that the revocable trust is sufficiently
identified and each asset correctly titled. The format is typically some variation of “John
Doe, as Trustee of John Doe’s Revocable Trust dated _________, 2018, as amended from
time to time”. Each bank or other financial institution may require slightly different
wording, but as long as your trust is clearly identified, there is no issue with such
variation. In most jurisdictions, since the Trustee is the owner of the assets (albeit as a
custodian) and not the Trust itself, it is important that the Trustee is identified in the title.
Beneficiary Designations for Retirement Plan Accounts
The tax law requires that a retirement benefit death plan that is not paid to a surviving
spouse of the plan participant must be distributed within five years after the death of the
participant or begin within one year of the death of the participant and continue over the
lifetime of the "designated beneficiary", but only individuals can be designated
beneficiaries. In other words, if the revocable trust is named, there can be adverse tax
consequences. The use of conduit and accumulation trusts within a revocable trust is
outside the scope of this article.
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Brokerage and Bank Accounts
In order to fully fund a revocable trust, a grantor should transfer brokerage or checking
account revocable trust. The wording indicated above should be sufficient. In the event a
successor trustee needs to take over as a result of the death, resignation, or incapacity of
the grantor, the successor trustee will need to provide
Life Insurance
A grantor will typically want to name the revocable trust as the beneficiary of any life
insurance policy.
Closely Held Business Interests
A grantor may (or may not) be able to transfer any closely held business interest to his or
her revocable trust. The practitioner should request a copy of the business’s operating
documents (i.e. shareholder’s agreement for a corporation, operating agreement for LLC,
etc.) to see if it is permitted and if it is permitted, exactly what formalities need to be
followed. Any corporate interest is typically transferred via stock certificate and any LLC
or partnership interest is transferred via assignment. There will typically be a fee charged
by the business for such transfer.
Real Property
The wording indicated above should be used on deeds to real property that will be
transferred to a revocable trust. Recording fees may be charged to transfer real estate, but
there is a typically a transfer tax exemption in most states. If there is a mortgage on the
property, you should contact the mortgage holder to obtain approval for such transfer
assuming there is a due on transfer clause in the mortgage agreement. The client should
also ensure that any home insurance is changed to reflect the new insured.
Automobiles and Personal Effects
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Depending on state law, tangible personal property (e.g., motor vehicles, clothing,
jewelry, furniture etc.) is not typically transferred to a trust. Such assets, unless they have
very substantial value, tend to be distributed without formal probate proceedings.
However, where there is a disposition in the Will that contradicts the terms of a
Revocable Trust or where such property has significant value, it is recommended that
there is an assignment of such property to the trust.
Taxpayer Identification Number
The Federal taxpayer identification number for the grantor’s revocable trust is typically
his or her Social Security Number. It is possible to obtain a separate tax identification
number for the trust (and may be required where the grantor is no longer serving as
Trustee), but this may cause issues with tax reporting. Funding the revocable trust will
not and should not change the tax reporting on a grantor’s tax return.

G. Common Mistakes to Avoid
Below are some of the biggest mistakes the author has seen, whether by act or omission,
that resulted in adverse consequences to clients.
-

Not utilizing a revocable trust

-

Failing to fund the revocable trust

-

Providing blanket assignments to revocable trust and failing to properly fund

-

Improperly titling or failing to sufficiently identify the revocable trust

-

Designating the revocable trust as beneficiary of a retirement account without
proper tax planning

-

Providing outright bequests to irresponsible or disabled heirs

-

Failing to provide trustee removal and appointment provisions

-

Not providing sufficient flexibility within testamentary trusts including failing to
include powers of appointment

-

Failing to provide sufficient post-disability or post-death liquidity
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-

Not adequately planning or providing information regarding personal guarantees

-

Relying solely on a revocable trust and not providing a pour-over Will and
powers of attorney

-

Not providing for a common disaster or takers of last resort provision

-

Failing to file a 645 election for the Revocable Trust

H. Tax Consequences

Section 645 Election
One of the most common elections on a Form 1041 is a section 645 election to treat a
qualified revocable trust (the “Revocable Trust”) as owned by the decedent. In most
cases, the primary reason for a Revocable Trust to avoid probate. When a grantor of an
Revocable Trust dies, the Revocable Trust becomes irrevocable at death and requires a
separate taxpayer identification number and income tax return. Since trusts are required
to use a calendar year end, unlike estates, there can be two different returns for the
decedent’s assets due at two different times.
Example: John passed away on April 16, 2017 with a brokerage
account that is titled in the name of his Revocable Trust and a rental
property in his individual name. The trust income tax return (Form
1041) will be due on April 15, 2018 for income earned in the brokerage
account between April 17, 2017 and December 31, 2018. The estate
income tax return (Form 1041), which elected a fiscal year end of
March 31, 2018, will be due on August 15, 2018, for income earned on
the rental property between April 17, 2017 and March 31, 2018.
However, where the decedent has both a Revocable Trust and a probate estate, the section
645 election allows the trustee and the executor to effectively combine the Revocable
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Trust and estate into one tax return, filed as an estate. Further, even if there is no separate
probate estate, this election can be used to file the trust return as though the trust were an
estate.
The section 645 election is valid for two years following the decedent’s date of death, so
the practitioner must also consider the anticipated length of trust and/or estate
administration before making the election.
In making the election, certain tax planning advantages are gained by filing as an estate,
rather than as a trust – (i) the benefits of utilizing a fiscal year (see additional discussion
on Selection of Tax Year above); (ii) the material participation requirement for the
passive loss rules is waived (see additional discussion of passive activity losses and basis
adjustment above); (ii) the charitable set-aside deduction under Sec. 642(c) is permitted;
Example: John passed away on April 16, 2017 with a brokerage account that is
titled in the name of his Revocable Trust and a rental property in his individual
name. The executor timely files a section 645 election in order to treat the
Revocable Trust as part of the estate and elects a fiscal year. A single estate
income tax return (Form 1041), with an elected fiscal year end of March 31, 2018,
would be due on August 15, 2018, for income earned on the rental property and
brokerage account between April 17, 2017 and March 31, 2018.

Potential Adverse Consequences of Inter Vivos Transfers
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Some adverse tax effects and other protections also might occur by transferring the
property during a grantor’s lifetime to a revocable trust. A brief list of examples is as
follows:
-

If S Corporation stock is transferred to a revocable trust during a grantor’s
lifetime, no S election is needed as such trust is typically a grantor trust.
However, unless certain elections are timely filed, such transfer could bust the S
Corporation election upon the grantor’s passing or subject to the grantor to
punitive penalties in the shareholder agreement.

-

Certain exemptions and protections provided under local law (such as lower real
estate taxes or the homestead exemption) may be lost by a transfer of a primary
residence to a revocable trust. This includes the possible loss of creditor
protection for a primary residence (i.e. homestead).

-

An attempt to transfer an interest in an individual retirement account (IRA)
might constitute a taxable disposition subjecting the owner to income tax and
penalties.

-

If a property with a mortgage is transferred to a revocable trust without approval,
the bank may be able to call the loan.
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Trusts Used for Tax Reduction
By Kort D.L. Peterson
Introduction
At first glance, the topic of trusts used for tax reduction may seem pretty simple –
just list several types of trusts, talk about them at a high level and we’re finished. As is
usually the case, however, it’s more complicated than that. There is often more than one
tax regime that plays into the decision to use a specific type of trust. A client might want
to reduce the impact of the income tax, the gift tax, the estate tax or the generationskipping transfer tax. In some cases, the client might want to reduce the impact of all of
these taxes at once. Additionally, although true tax reduction (in the sense of eliminating
some portion of a specific tax liability) may be the ideal outcome, many times the best
result is tax deferral, or the transfer of the tax liability from one potential taxpayer to
another. It is almost always better to pay taxes later rather than to pay taxes now.
A comprehensive, technical explanation of each of the relevant tax regimes is
beyond the scope of these materials. Nonetheless, specific rules will be explained as
needed for a clear understanding of the usefulness and characteristics of certain specific
types of trusts. The remainder of these materials will explore certain specific types of
trusts that you may want to recommend to a client who is seeking to reduce taxes,
whether eliminating liability, deferring liability, or shifting liability to a different
taxpayer.
A. Charitable Remainder Trusts
A charitable remainder trust (or “CRT”) is an irrevocable trust formed by a
grantor in order to benefit more than one class of beneficiaries, with the remainder
benefitting a charitable beneficiary. There are a wide variety of CRTs, but the basic
structure is that a grantor sets up the trust and an income stream is paid to either the
grantor or other grantor-designated beneficiaries for a period of years or a measuring
lifetime and after the income interest terminates, the remainder benefits charity. CRTs
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are divided into two (2) categories: CRTs whose income payment is determined as an
annuity (“CRATs”) and CRTs whose income payment is determined under a “unitrust”
method (“CRUTs”). CRTs are exempt from income taxes except to the extent that they
have unrelated business taxable income, or UBIT. See I.R.C. § 664(c). This means that
contribution of a highly appreciated asset with a low basis will provide great benefit to
the grantor, insofar as the grantor would not be subject to income tax on the gain inherent
in that asset.
The grantor will also generally receive a charitable deduction for the contribution
to the CRT. Calculation of the deduction will vary based on the type of CRT. Your
client will receive a deduction equal to the value of the property placed in the CRAT
reduced by the present value of the annuity payments. See Treas. Reg. § 1.664-2(c). On
the other hand, a contribution to a CRUT will produce a deduction equal to the value of
the property contributed less the present value of the unitrust interest for a term of years
or the life of the income beneficiary, as appropriate. See Treas. Reg. § 1.664-4. The
grantor’s deduction will also be limited to a specific percentage of the grantor’s AGI
depending on the type of charitable entity serving as the remainder beneficiary, the type
of property contributed to the CRT and powers in certain parties to change the identity of
the charitable remainder beneficiary. See Rev. Rul. 80-38; PLR 9452056; I.R.C. §
170(b)(1)(D).
CRATs are CRTs that provide the grantor – or the grantor-selected income
beneficiary – with an income stream tied to a set percentage of the donated assets, based
on the assets’ value at the time of the creation of the trust, regardless of how much they
grow over time.
CRUTs are CRTs that tie the income payment to market value of the trust assets,
which is evaluated each year.

Thus, the payment amount fluctuates with market

fluctuations, but the remainder gift to charity is also potentially protected to a greater
extent than in a CRAT.
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A Net Income Charitable Remainder Unitrust, or “NICRUT”, is a type of CRUT
that allows deferral of payments to income beneficiaries if trust income is insufficient –
the trustee pays the income beneficiary the lesser of (i) trust net income or (ii) the unitrust
amount. NICRUTs ensure that trust principal will not be depleted by payments to the
income beneficiary, even though the stream of payments may well be less predictable
than those in a traditional CRUT.
A Net Income with Makeup Charitable Remainder Unitrust, or “NIMCRUT”, is a
NICRUT that provides for a makeup of any deferred/reduced payments to income
beneficiaries, and the payments are made at a later date, when the trust receives income
to “makeup” the deficiency in payment. A NIMCRUT combines the untapped-principal
benefit of a NICRUT, with an increase in payment-stream predictability by including the
makeup provision.

B. Qualified Domestic Trusts

A Qualified Domestic Trust, or a “QDOT”, is the primary mechanism whereby a
decedent can transfer assets to a spouse who is not a U.S. citizen and receive the benefit
of the unlimited estate tax marital deduction. Section 2056(d) of the Internal Revenue
Code (the “Code”) expressly denies a marital deduction to a transfer to a spouse who is
not a U.S. citizen, unless such transfer is made via a QDOT. Section 2056A defines a
QDOT as any trust if (1) the trust agreement contains certain provisions, (2) the trust
meets additional requirements contained in the Treasury Regulations intended to ensure
collection of estate tax and (3) the decedent’s executor has made an election under
Section 2056A that is applicable to the trust. Section 2056A provides that the trust
agreement for a QDOT must (A) require that at least one trustee of the trust be an
individual citizen of the United States or a domestic corporation, (B) provide that no
distribution of principal may be made from the trust unless the domestic trustee has the
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right to withhold from such distribution the tax imposed by Section 2056A on such
distribution.
Consider that a QDOT is not a true tax reduction tool – instead, it is primarily a
tax deferral tool, as the marital deduction will defer tax until the second death. In any
case, it makes sense to ask your clients about citizenship status, and specifically for tax
purposes, failing to find out whether your client’s spouse is a citizen is an all-too-easy
way for a trust typically eligible for the unlimited marital deduction to be fully included
in your client’s estate.

C. Qualified Personal Residence Trusts
A qualified personal residence trust (a “QPRT”), is a mechanism for transferring a
primary residence or vacation home to your client’s beneficiaries at a reduced transfer tax
cost while retaining the use and benefit of the property for a specified term of years. The
transfer of the property to the QPRT is considered a gift to the remainder beneficiaries,
but the amount of the gift is diminished by the value of the grantor’s retained interest in
the trust. The value of this planning tool to your client will depend heavily on the current
7520 rate, which impacts the calculation of the amount of the gift. Another way to
increase the benefit of this type of planning is to create two QPRTs and fund each one
with a fractional interest in the underlying property – this can result in a fractional
interest discount on the value of the property contributed to each QPRT and thereby
further diminish the amount of the gift. You may want to advise your client to give each
such QPRT a different duration of grantor benefit – as discussed later, this can serve as a
hedge against the risk of estate inclusion in the event that the grantor does not survive the
term of the QPRT.
At the end of the term of the grantor’s benefit, the grantor must either cease occupying
the residence or begin paying rent for such use. This illustrates the fact that a transfer to
a QPRT is just that – a transfer – and the grantor no longer owns the asset. However,
where a client has a beach house with great appreciation potential and knows that she
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wants to give the house to her children, it may make sense to use a QPRT (or two) to
reduce the use of her lifetime exemption amount in the context of the transfer of the
beach house.
A QPRT generally cannot own any assets other than the primary residence of the
term holder (typically, though not always, the grantor), one other personal residence of
the term holder, or a fractional interest therein. See Treas. Reg. § 25.2702-5(b)(2).
The same grantor may not hold a term interest in more than two (2) QPRTs. See
Treas. Reg. § 25.2702-5(a)(1). QPRTs that hold fractional interests in the same residence
are counted as one trust for this purpose. See id.
The residence must be primarily used as residence of the term holder during the
term. See Treas. Reg. § 25.2702-5(c)(2)(iii). This means, among other things, that the
residence cannot be used as a hotel or bed and breakfast during the term and qualify as a
personal residence for purposes of being treated as a QPRT.
A QPRT is a “grantor” trust for income tax purposes – the grantor is treated as the
owner of the trust assets for income tax purposes because the grantor retains the benefit
of trust assets for a period of time. See I.R.C. § 677.
Consider that full value of the property will be included in the estate of the
grantor if the grantor dies during the term of the trust. See I.R.C. § 2036(a)(1).

D. Defective Trusts
Defective trusts, or more properly, intentionally defective grantor trusts
(“IDGTs”), should not cause you to think about calling your malpractice carrier. They
acquired the name because when the grantor trust rules in Subchapter J of the Code were
first implemented, they were designed to prevent practitioners from avoiding income tax
by assigning income to a trust (which then had a lower income tax rate). As time went on
and rules evolved, practitioners began to see the advantage of having trust assets that
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were deemed to be owned by the grantor for income tax purposes – most notably, the
ability of assets to grow income tax-free as the grantor paid the income tax on the trust
assets, even though they were outside of the grantor’s estate for estate tax purposes.
Thus, practitioners began intentionally setting up trusts in such a way as to trigger grantor
trust status for income tax purposes – so-called “defective” trusts in light of the fact that
the trusts did not “work” in light of the initial policy that produced Subchapter J.
IDGTs are more fully discussed later in our materials, so this segment will not
discuss the technical requirements for creating an IDGT. Instead, in this segment, we
will focus on the potential for tax reduction in connection with the use of IDGTs.
The first potential planning benefit from the use of IDGTs has already been
generally referenced – the tax-free growth of trust assets. The trustee of an IDGT does
not have to pay income tax on the income generated by the trust assets. Instead, the
grantor takes the IDGTs items of income and deduction and credit into account on his
personal income tax return. See I.R.C. § 671; Treas. Reg. § 1.671-2(d). Under Section
678 of the Code, a person other than the grantor may be treated as the owner of part or all
of a defective trust’s assets for income tax purposes, but this type of trust, while
“defective”, is not an IDGT – when the trust assets are treated as owned by a trust
beneficiary, the trust is typically referred to as a “Beneficiary Defective Irrevocable
Trust,” or BDIT. In either case, the deemed owner of the trust assets pays the income tax
on the trust assets, not the trust.

This allows trust assets to grow income tax-free.

Because of differences between the estate tax rules and the income tax rules, the assets of
an IDGT can be treated as owned by the grantor for income tax purposes, but not for
estate tax purposes. It almost goes without saying that income tax-free growth outside
the client’s estate is an exceptionally valuable estate planning tool. Consider further that
the payment of the income taxes attributable to the IDGT assets is not considered a gift
(even though it effectively increases the value of what is being transferred to the client’s
beneficiaries when you consider that absent IDGT status, the trust assets would be
depleted by payment of income taxes). Thus, the grantor can further diminish his estate
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by payment of the income taxes without using up any of his lifetime exemption amount.
IDGTs can contain provisions that permit the reimbursement of the grantor for taxes paid
on income generated by the trust, though this will diminish the benefit of tax-free growth.
Even if the reimbursement option is never used, it should be included in the trust
agreement for an IDGT in order to give the grantor sufficient flexibility to adapt to
changing cash flow needs.
Tax deferral or reduction can also be achieved when the grantor enters into a
transaction with the IDGT wherein the grantor sells assets to the IDGT. Because the
grantor is treated as the owner of the IDGT assets, a sale of assets from the grantor to the
IDGT is not an income tax recognition event. Consequently, if the grantor owns stock in
a company with a low basis, he can sell it to his IDGT without recognizing the gain
inherent in that stock as income.

E. Education Trusts for Children and Grandchildren

Paying education expenses for children and grandchildren is a very common way
clients benefit their descendants. Section 2503 of the Code provides a very favorable
exclusion from gift tax for tuition payments paid directly to an educational institution
(this exclusion is also applicable to certain payments made for medical expenses). See
I.R.C. § 2503(e). Such a payment will not use up lifetime exemption and will not even
use up the annual exclusion amount applicable to each such beneficiary.

Trusts

established to pay for the education expenses of a beneficiary, however, will typically not
qualify for the Section 2503(e) exclusion. Thus, while a client can set up a trust for
education of his children and grandchildren, he will have to use the annual exclusion and
his lifetime exemption to protect such a trust from transfer tax exposure. Remember that
direct payments to educational institutions (and healthcare providers) are more tax
efficient than a typical trust and may be less expensive for the client.
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Health and education exclusion trusts (or “HEETs”) may provide for a transfer
tax-free way of benefiting children and more remote beneficiaries. A HEET must have a
charitable beneficiary with a substantial present economic interest in the trust, but is not
subject to gift or GST Tax.
HEETs have been targeted in the Obama administration’s most recent greenbook,
because they don’t want a trustee to be able to make these distributions – the
administration would prefer to only give the exclusion to transfers direct from donor.
Thus, HEETs may be an aggressive planning tool at this time, but may still be worth
exploring for a client who has used up his exemptions but still wants to provide
educational benefits for generations of descendants.

F. Generation Skipping Trusts
As discussed above, IDGTs can offer great potential for tax reduction in the estate
tax and the income tax regime (at least insofar as trust assets can grow income tax free
when the grantor is paying the income tax on trust assets). There is, however, a third
layer of tax to consider when drafting a trust – the generation-skipping transfer tax.
Congress, in its infinite wisdom, essentially looked at the estate tax back in the 1980s and
said, “well, this is great, but if a grandmother decides to give assets to her grandchild,
we’re missing out on a layer of estate tax at the mother/daughter level.” This thought
process prompted them to implement the generation-skipping transfer tax (the “GST
Tax”) in 1986. The GST Tax assigns a donor and the donor’s beneficiaries to specific
generations in relation to each other and imposes a tax on transfers that “skip” a
generation.

This includes direct donative transfers (a “direct skip”), a generation-

skipping trust distribution during the term of such trust (a “taxable distribution”), or a
generation-skipping trust distribution in the context of the termination of a trust (a
“taxable termination”). As with the estate and gift taxes, each taxpayer has a GST
exemption amount that can be allocated to skip transfers during lifetime (with respect to
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certain skip transfers) or at death on the IRS Form 706 federal estate tax return (with
respect to other types of transfers).
Drafting a generation-skipping trust from a tax reduction standpoint pulls in
several different kinds of tax at once. GST Tax is, of course, a motivator, but estate tax
and income tax are also relevant. In fact, it often makes sense for generation-skipping
trusts to be IDGTs, in order to permit income tax-free growth of trust assets. The
potential duration of the generation-skipping trust is an important issue to discuss with
your client. In state of Georgia, we have a “wait-and-see”-style rule against perpetuities
which limits the duration of a Georgia trust to a maximum of the longer of 90 years or a
life in being plus 21 years. It may be that your client’s estate planning goals would be
better served by selecting a different jurisdiction with a more generous rule against
perpetuities to stretch the number of generations who may benefit from trust assets
without subjecting same to estate or GST Tax. South Dakota, for instance, has modified
its law to permit trusts of unlimited duration. Delaware, Alaska, Colorado and other
states also have more generous rules than Georgia, although some of these states treat
real property differently from other asset types.

G. Funding the Trust
Funding a trust implemented for tax reduction purposes can carry significant tax
consequences if not carried out properly. For example, if an IDGT is funded by one
grantor and then another grantor subsequently contributes, it may be that the grantor trust
status will be changed by the subsequent contribution – it is possible that a trust will be
considered a grantor trust as to only a portion, but not all, of the trust assets and it is
possible that part of a trust could be treated as owned by one donor for income tax
purposes and another portion of the same trust could be treated as owned by separate
donor for income tax purposes. See I.R.C. § 671; Treas. Reg. § 1.671-2.
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*UDQWRU7UXVW3URYLVLRQVRI6HFWLRQVWKURXJKVLPSO\WUHDWWKHWD[LWHPVDV
EHORQJLQJWRWKHRZQHU$VDUHVXOWWKHUHLVQRVXFKWKLQJDVD*UDQWRU7UXVW,QFRPH7D[
5HWXUQ)RUP 6HHEHORZIRUPHWKRGVRIUHSRUWLQJLQFRPHIURP*UDQWRU7UXVWV 
1RWHDOVRWKDW6HFWLRQPD\DSSO\WRRQO\SDUWRIDWUXVWLQZKLFKFDVHWKDW
SDUWRIWKHWUXVWLVWUHDWHGDVLILWZHUHDVWDQGDORQH*UDQWRU7UXVWDQGWKHUHPDLQLQJSDUW
LVWUHDWHGDVDVWDQGDORQHWUXVWVXEMHFWWRWKHRUGLQDU\UXOHVRIWUXVWWD[DWLRQ
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E 5HJXODWLRQ6HFWLRQ H :KR,V7KH*UDQWRU"
³*UDQWRU´LVDEURDGWHUP,WLQFOXGHVDQ\SHUVRQWRWKHH[WHQWVXFKSHUVRQHLWKHU
FUHDWHVDWUXVWRUGLUHFWO\RULQGLUHFWO\PDNHVDJUDWXLWRXVWUDQVIHURISURSHUW\WRDWUXVW
,IDSHUVRQFUHDWHVRUIXQGVDWUXVWRQEHKDOIRIDQRWKHUSHUVRQERWKSHUVRQVDUHWUHDWHGDV
*UDQWRUVDOWKRXJKDSHUVRQZKRFUHDWHVDWUXVWEXWPDNHVQRJUDWXLWRXVWUDQVIHUVWRWKH
WUXVWLVQRWWUHDWHGDVDQRZQHURIDQ\SRUWLRQRIWKHWUXVWXQGHU,5&RU$OVRD
SHUVRQZKRIXQGVDWUXVWZLWKDQDPRXQWWKDWLVGLUHFWO\UHLPEXUVHGWRVXFKSHUVRQZLWKLQ
DUHDVRQDEOHWLPHDQGZKRPDNHVQRRWKHUJUDWXLWRXVWUDQVIHUVWRWKHWUXVWLVQRWWUHDWHGDV
DQRZQHUXQGHU,5&RU
*UDQWRUDOVRLQFOXGHVDQ\SHUVRQZKRDFTXLUHVDQLQWHUHVWLQDWUXVWIURPDJUDQWRU
LIWKHLQWHUHVWLVDQLQWHUHVWLQFHUWDLQLQYHVWPHQWWUXVWVOLTXLGDWLQJWUXVWVRU
HQYLURQPHQWDOUHPHGLDWLRQWUXVWV
,IDJUDWXLWRXVWUDQVIHULVPDGHE\DFRUSRUDWLRQRUSDUWQHUVKLSIRUDEXVLQHVV
SXUSRVHRIWKHFRUSRUDWLRQRUSDUWQHUVKLSWKHQWKHFRUSRUDWLRQRUSDUWQHUVKLSZLOO
RUGLQDULO\EHWUHDWHGDVWKH*UDQWRU%XWLIWKHJUDWXLWRXVWUDQVIHULVQRWIRUDEXVLQHVV
SXUSRVHRIWKHFRUSRUDWLRQRUSDUWQHUVKLSEXWUDWKHUIRUWKHSHUVRQDOSXUSRVHVRIRQHRU
PRUHRIWKHVKDUHKROGHUVRUSDUWQHUVWKHQWKHJUDWXLWRXVWUDQVIHUZLOOEHWUHDWHGDVDD
FRQVWUXFWLYHGLVWULEXWLRQWRVXFKVKDUHKROGHUVRUSDUWQHUVDQGVXFKVKDUHKROGHUVRU
SDUWQHUVZLOOEHWUHDWHGDVWKH*UDQWRUV
,IDWUXVWPDNHVDJUDWXLWRXVWUDQVIHUWRDQRWKHUWUXVWWKH*UDQWRURIWKHWUDQVIHURU
WUXVWZLOOJHQHUDOO\EHWUHDWHGDVWKH*UDQWRURIWKHWUDQVIHUHHWUXVW+RZHYHULIDSHUVRQ
ZLWKDJHQHUDOSRZHURIDSSRLQWPHQWRYHUWKHWUDQVIHURUWUXVWH[HUFLVHVWKDWSRZHULQ
IDYRURIDQRWKHUWUXVWWKHQVXFKSHUVRQZLOOEHWUHDWHGDVWKHJUDQWRURIWKHWUDQVIHUHH
WUXVWHYHQLIWKH*UDQWRURIWKHWUDQVIHURUWUXVWLVVRPHRQHHOVH
F ,5&'HILQLWLRQVDQG5XOHV
,5&6HFWLRQFRQWDLQVGHILQLWLRQVDQGUXOHVIRUWKHRSHUDWLRQRI6HFWLRQV
WKURXJK
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)RXUGHILQHGWHUPVDUHLPSRUWDQWWRWKH*UDQWRU7UXVWUXOHV
$Q$GYHUVH3DUW\LVDSHUVRQZKRKDVDVXEVWDQWLDOEHQHILFLDOLQWHUHVWLQWKHWUXVW
ZKLFKZRXOGEHDGYHUVHO\DIIHFWHGE\WKHH[HUFLVHRUQRQH[HUFLVHRIWKHSRZHUZKLFKWKH
SHUVRQSRVVHVVHVUHVSHFWLQJWKHWUXVW$JHQHUDOSRZHURIDSSRLQWPHQWLVGHILQHGWREHD
EHQHILFLDOLQWHUHVW,5& D 
$1RQDGYHUVH3DUW\LVDSHUVRQZKRLVQRWDQ$GYHUVH3DUW\,5& E 
$5HODWHGRI6XERUGLQDWH3DUW\LVDQRQDGYHUVHSDUW\ZKRLVRQHRIWKH
IROORZLQJWKHJUDQWRU¶VVSRXVHLIOLYLQJZLWKWKHJUDQWRUWKHJUDQWRU¶VIDWKHUPRWKHU
LVVXHEURWKHURUVLVWHUDQHPSOR\HHRIWKHJUDQWRUDFRUSRUDWLRQRUDQ\HPSOR\HHRID
FRUSRUDWLRQLQZKLFKWKHVWRFNKROGLQJVRIWKHJUDQWRUDQGWKHWUXVWDUHVLJQLILFDQWIURP
WKHYLHZSRLQWRIYRWLQJFRQWURODVXERUGLQDWHHPSOR\HHRIDFRUSRUDWLRQLQZKLFKWKH
JUDQWRULVDQH[HFXWLYH,5& F 
)RUSXUSRVHVRI6HFWLRQV I DQGD5HODWHGRI6XERUGLQDWH3DUW\LV
SUHVXPHGWREHVXEVHUYLHQWWRWKHJUDQWRULQUHVSHFWWRSRZHUVJUDQWHGVXFKSHUVRQ
XQOHVVVKRZQQRWWREHVXEVHUYLHQWE\DSUHSRQGHUDQFHRIWKHHYLGHQFH,5&
7KHDSSOLFDWLRQRIWKH*UDQWRU7UXVW5XOHVLVVXEMHFWWRFHUWDLQJHQHUDOUXOHV
$SHUVRQLVFRQVLGHUHGWRKDYHDSRZHUGHVFULEHGLQ6HFWLRQVWKURXJK
HYHQWKRXJKWKHH[HUFLVHRIWKHSRZHULVVXEMHFWWRJLYLQJQRWLFHRUWDNHVHIIHFWRQO\RQ
WKHH[SLUDWLRQRIDFHUWDLQDPRXQWRIWLPHDIWHUH[HUFLVH,5& G 
7KHJUDQWRULVWUHDWHGDVKROGLQJDQ\SRZHURULQWHUHVWRIWKHJUDQWRU¶VVSRXVH
HLWKHUDVSRXVHDWWKHWLPHRIWKHFUHDWLRQRIWKHSRZHURULQWHUHVWRUDSHUVRQZKRODWHU
EHFRPHVWKHJUDQWRU¶VVSRXVHWKRXJKLQWKHODWWHUFDVHRQO\DIWHUWKHSHUVRQEHFRPHVWKH
JUDQWRU¶VVSRXVH,5& H 
6XEMHFWWRFHUWDLQWHUPVDQGFRQGLWLRQVEH\RQGWKHVFRSHRIWKLVSDSHUWKH
*UDQWRU7UXVW5XOHVDSSO\RQO\WRWKHH[WHQWWKDWVXFKDSSOLFDWLRQUHVXOWVLQDQDPRXQW
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EHLQJWDNHQLQWRDFFRXQWLQFRPSXWLQJWKHLQFRPHRIDFLWL]HQRUUHVLGHQWRIWKH8QLWHG
6WDWHVRUDGRPHVWLFFRUSRUDWLRQ,5& I 
G ,5&5HYHUVLRQDU\,QWHUHVWV
$JUDQWRULVWUHDWHGDVWKHRZQHURIDQ\SRUWLRQRIDWUXVWLQZKLFKWKHJUDQWRUKDV
DUHYHUVLRQDU\LQWHUHVWLQFRUSXVRULQFRPHH[FHHGLQJRIWKHYDOXHRIVXFKSRUWLRQDV
RIWKHLQFHSWLRQRIVXFKSRUWLRQ,5& D 
$QH[FHSWLRQWRWKHUXOHRI6HFWLRQ D LVDUHYHUVLRQDU\LQWHUHVWWDNLQJHIIHFW
DWWKHGHDWKRIDOLQHDOGHVFHQGDQWRIWKHJUDQWRUZKRKROGVDOOWKHSUHVHQWLQWHUHVWVRID
SRUWLRQRIWKHWUXVWLIVXFKEHQHILFLDU\GLHVEHIRUHDJH,5& E 
7KHYDOXHRIDUHYHUVLRQDU\LQWHUHVWLVGHWHUPLQHGDVVXPLQJWKHPD[LPXP
H[HUFLVHRIGLVFUHWLRQLQIDYRURIWKHJUDQWRU,5& F 
,IWKHGDWHIRUUHYHUVLRQLVSRVWSRQHGWKHSRVWSRQHPHQWLVWUHDWHGDVDQHZ
WUDQVIHU+RZHYHULQFRPHLVQRWLQFOXGHGLQWKHLQFRPHRIWKHJUDQWRUE\UHDVRQRIWKLV
UXOHLIVXFKLQFRPHZRXOGQRWEHLQFOXGLEOHLQWKHDEVHQFHRIWKHSRVWSRQHPHQW,5&
 G 
H ,5&3RZHUWR&RQWURO%HQHILFLDO(QMR\PHQW
7KHJUDQWRULVWUHDWHGDVWKHRZQHURIDQ\SRUWLRQRIDWUXVWLQZKLFKWKHEHQHILFLDO
HQMR\PHQWRIWKHFRUSXVRILQFRPHLVVXEMHFWWRDSRZHURIGLVSRVLWLRQH[HUFLVDEOHE\WKH
JUDQWRURUDQRQDGYHUVHSDUW\RUERWKZLWKRXWWKHDSSURYDORIFRQVHQWRIDQ\DGYHUVH
SDUW\,5& D 
7KHUHDUHWZHOYHH[FHSWLRQVWRWKHJHQHUDOUXOHRI6HFWLRQ D 
6HFWLRQ D GRHVQRWDSSO\WRWKHIROORZLQJSRZHUVUHJDUGOHVVRIE\ZKRP
KHOG
L

$SRZHUWRDSSO\LQFRPHWRVXSSRUWDGHSHQGHQWWRWKHH[WHQWWKHSRZHU
ZRXOGQRWEHVXEMHFWWRWD[XQGHU6HFWLRQ E ,5& E  
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LL

$SRZHUDIIHFWLQJEHQHILFLDOHQMR\PHQWRQO\DIWHURFFXUUHQFHRIDQHYHQWVXFK
WKDWWKHJUDQWRUZRXOGQRWEHWUHDWHGDVWKHRZQHUXQGHU6HFWLRQLIWKH
SRZHUZHUHDUHYHUVLRQDU\LQWHUHVWEXWWKHJUDQWRUPD\EHWUHDWHGDVWKH
RZQHUDIWHUWKHRFFXUUHQFHRIWKHHYHQWXQOHVVWKHSRZHULVUHOLQTXLVKHG,5&
 E  

LLL

$SRZHUH[HUFLVDEOHRQO\E\ZLOORWKHUWKDQDSRZHUWRDSSRLQWDFFXPXODWHG
LQFRPHZKHUHWKHLQFRPHLVDFFXPXODWHGLQWKHGLVFUHWLRQRIWKHJUDQWRURUD
QRQDGYHUVHSDUW\RUERWKZLWKRXWWKHDSSURYDORUFRQVHQWRIDQDGYHUVHSDUW\
,5& E  

LY

$SRZHUWRDOORFDWHHQMR\PHQWRIFRUSXVRULQFRPHLIFRUSXVRULQFRPHLV
LUUHYRFDEO\SD\DEOHIRUDFKDULWDEOHSXUSRVHRUWRDQHPSOR\HHVWRFN
RZQHUVKLSSODQLQDTXDOLILHGJUDWXLWRXVWUDQVIHU,5& E  

Y

$SRZHUWRGLVWULEXWHFRUSXVWRRUIRUEHQHILFLDULHVRUDFODVVRIEHQHILFLDULHV
ZKHWKHURUQRWLQFRPHEHQHILFLDULHV SURYLGHGWKDWWKHSRZHULVOLPLWHGE\D
UHDVRQDEO\GHILQLWHVWDQGDUGVHWIRUWKLQWKHWUXVWLQVWUXPHQWDQGSURYLGHGWKDW
QRRQHKDVDSRZHUWRDGGWRWKHEHQHILFLDULHVRUFODVVRIEHQHILFLDULHVH[FHSW
WRDGGDIWHUERUQRUDIWHUDGRSWHGFKLOGUHQ,5& E  $ 

YL

$SRZHUWRGLVWULEXWHFRUSXVWRRUIRUDFXUUHQWLQFRPHEHQHILFLDU\SURYLGHG
WKDWWKHGLVWULEXWLRQRIFRUSXVPXVWEHFKDUJHDEOHDJDLQVWWKHSURSRUWLRQDWH
VKDUHRIFRUSXVKHOGLQWUXVWIRUWKHSD\PHQWRILQFRPHWRWKHEHQHILFLDU\DVLI
WKHFRUSXVFRQVWLWXWHGDVHSDUDWHWUXVWDQGSURYLGHGWKDWQRRQHKDVDSRZHU
WRDGGWRWKHEHQHILFLDULHVRUFODVVRIEHQHILFLDULHVH[FHSWWRDGGDIWHUERUQRU
DIWHUDGRSWHGFKLOGUHQ,5& E  % 

YLL

$SRZHUWRZLWKKROGLQFRPHWHPSRUDULO\SURYLGHGWKDWDQ\DFFXPXODWHG
LQFRPHPXVWXOWLPDWHO\EHSD\DEOHWRWKHEHQHILFLDU\IURPZKRPGLVWULEXWLRQ
ZDVZLWKKHOGRUWRKLVHVWDWHRUDSSRLQWHHVRUDOWHUQDWHWDNHUVLQGHIDXOWRI
DSSRLQWPHQWRURQWHUPLQDWLRQRIWKHWUXVWRULQFRQMXQFWLRQZLWKD
GLVWULEXWLRQRIFRUSXVZKLFKLVDXJPHQWHGE\DFFXPXODWHGLQFRPHWRWKH
FXUUHQWLQFRPHEHQHILFLDULHVLQVKDUHVZKLFKKDYHEHHQLUUHYRFDEO\VSHFLILHG
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LQWKHWUXVWLQVWUXPHQW7KLVH[FHSWLRQKDVDGGLWLRQDOUHTXLUHPHQWVUHODWHGWR
SRZHUVRIDSSRLQWPHQWFRQGLWLRQVEDVHGRQWKHEHQHILFLDU\¶VVXUYLYDODQG
SRZHUVWRDGGEHQHILFLDULHV,5& E  
YLLL

$SRZHUWRZLWKKROGLQFRPHGXULQJWKHEHQHILFLDU\¶VGLVDELOLW\RUZKLOHWKH
EHQHILFLDU\LVOHVVWKDQSURYLGHGWKDWQRRQHKDVDSRZHUWRDGGWRWKH
EHQHILFLDULHVRUFODVVRIEHQHILFLDULHVH[FHSWWRDGGDIWHUERUQRUDIWHUDGRSWHG
FKLOGUHQ,5& E  

L[

$SRZHUWRDOORFDWHUHFHLSWVDQGGLVEXUVHPHQWVEHWZHHQFRUSXVDQGLQFRPH
HYHQWKRXJKH[SUHVVHGLQEURDGODQJXDJH,5& E  

[

$SRZHUVROHO\H[HUFLVDEOHE\WUXVWHHVQRQHRIZKRPLVWKHJUDQWRU RUVSRXVH
RIWKHJUDQWRU DQGQRPRUHWKDQKDOIRIZKRPDUHUHODWHGRUVXERUGLQDWH
SDUWLHVZKRDUHVXEVHUYLHQWWRWKHJUDQWRUWRGLVWULEXWHDSSRUWLRQRU
DFFXPXODWHLQFRPHWRRUIRUEHQHILFLDULHVRUZLWKLQDFODVVRIEHQHILFLDULHV
SURYLGHGWKDWQRRQHKDVDSRZHUWRDGGWRWKHEHQHILFLDULHVRUFODVVRI
EHQHILFLDULHVH[FHSWWRDGGDIWHUERUQRUDIWHUDGRSWHGFKLOGUHQ,5&
 F  

[L

$SRZHUVROHO\H[HUFLVDEOHE\WUXVWHHVQRQHRIZKRPLVWKHJUDQWRU RUVSRXVH
RIWKHJUDQWRU DQGQRPRUHWKDQKDOIRIZKRPDUHUHODWHGRUVXERUGLQDWH
SDUWLHVZKRDUHVXEVHUYLHQWWRWKHJUDQWRUWRSD\RXWFRUSXVWRRUIRU
EHQHILFLDULHVRUZLWKLQDFODVVRIEHQHILFLDULHV ZKHWKHURUQRWLQFRPH
EHQHILFLDULHV SURYLGHGWKDWQRRQHKDVDSRZHUWRDGGWRWKHEHQHILFLDULHVRU
FODVVRIEHQHILFLDULHVH[FHSWWRDGGDIWHUERUQRUDIWHUDGRSWHGFKLOGUHQ,5&
 F  

[LL

$SRZHUVROHO\H[HUFLVDEOHE\WUXVWHHVQRQHRIZKRPLVWKHJUDQWRU RUVSRXVH
RIWKHJUDQWRUOLYLQJZLWKWKHJUDQWRU WRGLVWULEXWHDSSRUWLRQRUDFFXPXODWH
LQFRPHWRRUIRUEHQHILFLDULHVRUZLWKLQDFODVVRIEHQHILFLDULHVZKHWKHURUQRW
WKHFRQGLWLRQVRI6HFWLRQ E  RU  DUHVDWLVILHGLIVXFKSRZHULV
OLPLWHGE\DUHDVRQDEO\GHILQLWHH[WHUQDOVWDQGDUGZKLFKLVVHWIRUWKLQWKHWUXVW
LQVWUXPHQWSURYLGHGWKDWQRRQHKDVDSRZHUWRDGGWRWKHEHQHILFLDULHVRU
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FODVVRIEHQHILFLDULHVH[FHSWWRDGGDIWHUERUQRUDIWHUDGRSWHGFKLOGUHQ,5&
 G 

I ,5&$GPLQLVWUDWLYH3RZHUV
$JUDQWRULVWUHDWHGDVWKHRZQHURIDQ\SRUWLRQRIDWUXVWLQUHVSHFWRIZKLFK
L

7KHJUDQWRURUDQRQDGYHUVHSDUW\RUERWKZLWKRXWWKHDSSURYDORIDQ\
DGYHUVHSDUW\KDVDSRZHUHQDEOLQJWKHJUDQWRURUDQ\SHUVRQWRSXUFKDVH
H[FKDQJHRURWKHUZLVHGHDOZLWKWKHFRUSXVRULQFRPHIRUOHVVWKDQDGHTXDWH
FRQVLGHUDWLRQ,5&  

LL

7KHJUDQWRURUDQRQDGYHUVHSDUW\RUERWKKDVDSRZHUHQDEOLQJWKHJUDQWRU
WRERUURZFRUSXVRULQFRPHGLUHFWO\RULQGLUHFWO\ZLWKRXWDGHTXDWHLQWHUHVWRU
VHFXULW\H[FHSWZKHUHDWUXVWHH RWKHUWKDQWKHJUDQWRU LVDXWKRUL]HGXQGHUD
JHQHUDOOHQGLQJSRZHUWRPDNHORDQVWRDQ\SHUVRQZLWKRXWUHJDUGWRLQWHUHVW
RUVHFXULW\,5&  

LLL

7KHJUDQWRU RUJUDQWRU¶VVSRXVH KDVGLUHFWO\RULQGLUHFWO\ERUURZHGWKH
FRUSXVRULQFRPHDQGKDVQRWFRPSOHWHO\UHSDLGWKHORDQLQFOXGLQJDQ\
LQWHUHVWEHIRUHWKHEHJLQQLQJRIWKHWD[DEOH\HDU7KHSUHFHGLQJVHQWHQFH
GRHVQRWDSSO\WRDORDQZKLFKSURYLGHVIRUDGHTXDWHLQWHUHVWDQGDGHTXDWH
VHFXULW\LIVXFKORDQLVPDGHE\DWUXVWHHRWKHUWKDQWKHJUDQWRUDQGRWKHUWKDQ
DUHODWHGRUVXERUGLQDWHWUXVWHHVXEVHUYLHQWWRWKHJUDQWRU,5&  

LY

$SRZHURIDGPLQLVWUDWLRQLVH[HUFLVDEOHLQDQRQILGXFLDU\FDSDFLW\E\DQ\
SHUVRQZLWKRXWWKHDSSURYDORIDQ\SHUVRQLQDILGXFLDU\FDSDFLW\$SRZHU
RIDGPLQLVWUDWLRQLVRQHRIWKHIROORZLQJSRZHUVL DSRZHUWRYRWHRUGLUHFW
WKHYRWLQJRIVWRFNRUVHFXULWLHVRIDFRUSRUDWLRQLQZKLFKWKHKROGLQJVRIWKH
JUDQWRUDQGWKHWUXVWDUHVLJQLILFDQWIURPWKHYLHZSRLQWRIYRWLQJFRQWUROLL D
SRZHUWRFRQWUROWKHLQYHVWPHQWRIWKHWUXVWIXQGVHLWKHUE\GLUHFWLQJ
LQYHVWPHQWVRUE\YHWRLQJLQYHVWPHQWVWRWKHH[WHQWWKDWWKHWUXVWIXQGV
FRQVLVWRIVWRFNVRUVHFXULWLHVRIFRUSRUDWLRQVLQZKLFKWKHKROGLQJVRIWKH
JUDQWRUDQGWKHWUXVWDUHVLJQLILFDQWIURPWKHYLHZSRLQWRIYRWLQJFRQWURORU
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LLL DSRZHUWRUHDFTXLUHWKHWUXVWFRUSXVE\VXEVWLWXWLQJRWKHUSURSHUW\RIDQ
HTXLYDOHQWYDOXH,5&  

J ,5&3RZHUWR5HYRNH
7KHJUDQWRULVWUHDWHGDVWKHRZQHURIDQ\SRUWLRQRIDWUXVWZKHQDWDQ\WLPHWKH
SRZHUWRUHYHVWLQWKHJUDQWRUWLWOHWRVXFKSRUWLRQLVH[HUFLVDEOHE\WKHJUDQWRURUD
QRQDGYHUVHSDUW\RUERWK,5& D 
7KLVUXOHGRHVQRWDSSO\ZKHQWKHSRZHUFDQRQO\DIIHFWEHQHILFLDOHQMR\PHQWRI
LQFRPHIRUDSHULRGEHJLQQLQJDIWHUWKHRFFXUUHQFHRIDQHYHQWVXFKWKDWWKHJUDQWRU
ZRXOGQRWEHWUHDWHGXQGHU,5&DVWKHRZQHULIWKHSRZHUZHUHDUHYHUVLRQDU\
LQWHUHVWEXWWKHJUDQWRUPD\EHWUHDWHGDVWKHRZQHUDIWHUWKHRFFXUUHQFHRIVXFKHYHQW
XQOHVVWKHSRZHULVUHOLQTXLVKHG,5& E 
K ,5&,QFRPHIRU%HQHILWRI*UDQWRU
7KH*UDQWRULVWUHDWHGDVWKHRZQHURIDQ\SRUWLRQRIDWUXVWZKRVHLQFRPH
ZLWKRXWWKHDSSURYDORIDQ$GYHUVH3DUW\LVRULQWKHGLVFUHWLRQRIWKH*UDQWRURUDQ
$GYHUVH3DUW\RUERWKPD\EH
LGLVWULEXWHGWRWKH*UDQWRURUWKH*UDQWRU¶VVSRXVH
LLDFFXPXODWHGIRUIXWXUHGLVWULEXWLRQWRWKH*UDQWRURUWKH*UDQWRU¶VVSRXVHRU
LLLDSSOLHGWRWKHSD\PHQWRISUHPLXPVRQSROLFLHVRILQVXUDQFHRQWKHOLIHRIWKH
JUDQWRURUWKHJUDQWRU¶VVSRXVH H[FHSWSROLFLHVLUUHYRFDEO\SD\DEOHIRUFKDULWDEOH
SXUSRVHV 
7KLVUXOHGRHVQRWDSSO\ZKHQWKHSRZHUFDQRQO\DIIHFWEHQHILFLDOHQMR\PHQWRI
LQFRPHIRUDSHULRGEHJLQQLQJDIWHUWKHRFFXUUHQFHRIDQHYHQWVXFKWKDWWKH*UDQWRU
ZRXOGQRWEHWUHDWHGXQGHU,5&DVWKHRZQHULIWKHSRZHUZHUHDUHYHUVLRQDU\
LQWHUHVWEXWWKHJUDQWRUPD\EHWUHDWHGDVWKHRZQHUDIWHUWKHRFFXUUHQFHRIVXFKHYHQW
XQOHVVWKHSRZHULVUHOLQTXLVKHG,5& D 
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,QFRPHRIDWUXVWLVQRWWD[DEOHWRWKH*UDQWRUXQGHU6HFWLRQ D RUDQ\RWKHU
LQFRPHWD[SURYLVLRQPHUHO\EHFDXVHVXFKLQFRPHLQWKHGLVFUHWLRQRIDQRWKHUSHUVRQ
WKHWUXVWHHRUWKH*UDQWRUDFWLQJDVWUXVWHHRUFRWUXVWHHPD\EHDSSOLHGRUGLVWULEXWHGIRU
WKHVXSSRUWRUPDLQWHQDQFHRIDEHQHILFLDU\ RWKHUWKDQWKH*UDQWRU¶VVSRXVH ZKRPWKH
*UDQWRULVOHJDOO\REOLJDWHGWRVXSSRUWH[FHSWWRWKHH[WHQWVXFKLQFRPHLVVRDSSOLHGRU
GLVWULEXWHG,5& E 
L ,5&3HUVRQ2WKHU7KDQ*UDQWRU7UHDWHG$V6XEVWDQWLDO2ZQHU
$SHUVRQRWKHUWKDQWKHJUDQWRULVWUHDWHGDVWKHRZQHURIDQ\SRUWLRQRIDWUXVW
ZLWKUHVSHFWWRZKLFKVXFKSHUVRQKDVDSRZHUH[HUFLVDEOHVROHO\E\KLPVHOIWRYHVW
FRUSXVRULQFRPHLQKLPVHOIRUVXFKSHUVRQKDVSDUWLDOO\UHOHDVHGRURWKHUZLVHPRGLILHG
VXFKDSRZHUDQGDIWHUZDUGVUHWDLQVVXFKFRQWURODVZRXOGVXEMHFWD*UDQWRURIDWUXVWWR
WUHDWPHQWDVWKHRZQHUXQGHU6HFWLRQVWKURXJK,5& D 
6HFWLRQ D GRHVQRWDSSO\ZLWKUHVSHFWWRDSRZHURYHULQFRPHLIWKH*UDQWRU
RIWKHWUXVWRUDWUDQVIHURUWRZKRP6HFWLRQDSSOLHVLVRWKHUZLVHWUHDWHGDVWKHRZQHU
RIWKHWUXVW,5& E 
6HFWLRQ D DOVRGRHVQRWDSSO\WRDSRZHUZKLFKHQDEOHVWKHKROGHURIWKH
SRZHUDFWLQJDVWUXVWHHRUFRWUXVWHHPHUHO\WRDSSO\LQFRPHIRUWKHVXSSRUWRU
PDLQWHQDQFHRIDSHUVRQZKRPWKHKROGHULVOHJDOO\REOLJDWHGWRVXSSRUWH[FHSWWRWKH
H[WHQWVXFKLQFRPHLVVRDSSOLHG,5& F 
6HFWLRQ D DOVRGRHVQRWDSSO\ZLWKUHVSHFWWRDSRZHUZKLFKKDVEHHQ
UHQRXQFHGZLWKLQDUHDVRQDEOHWLPHDIWHUWKHKROGHUILUVWEHFDPHDZDUHRILWVH[LVWHQFH
,5& G 
M ,5&)RUHLJQ7UXVWV:LWK86%HQHILFLDULHV
7KHJHQHUDOUXOHRI,5&LVWKDWD8QLWHG6WDWHV3HUVRQ GHILQHGLQ,5&
 D  ZKRGLUHFWO\RULQGLUHFWO\WUDQVIHUVSURSHUW\WRDIRUHLJQWUXVWLVWUHDWHGDV
WKHRZQHUIRUKLVWD[DEOH\HDURIWKHSRUWLRQRIVXFKWUXVWDWWULEXWDEOHWRVXFKSURSHUW\LI
IRUVXFK\HDUWKHUHLVD8QLWHG6WDWHVEHQHILFLDU\RIDQ\SRUWLRQRIVXFKWUXVW7KH
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H[FHSWLRQVDQGVSHFLDOUXOHVUHODWLQJWRWKLVVHFWLRQDUHEH\RQGWKHVFRSHRIWKLVSDSHU
,5&

,,

6SHFLILF7\SHVRI*UDQWRU7UXVWV

D 5HYRFDEOH /LYLQJ 7UXVWV
5HYRFDEOH7UXVWVFDQEHXVHGIRUPDQ\SXUSRVHVEXWDUHRIWHQXVHGDVVXEVWLWXWHV

RUVXSSOHPHQWVIRURWKHUGRFXPHQWVVXFKDVSRZHUVRIDWWRUQH\IRUGLVDELOLW\SODQQLQJRU
ZLOOVIRUHVWDWHSODQQLQJ

E /LIH,QVXUDQFH7UXVWV
/LIH,QVXUDQFH7UXVWVDUHLUUHYRFDEOHWUXVWVGHVLJQHGWRUHPRYHWKHSURFHHGVRI
OLIHLQVXUDQFHRQWKHOLIHRIWKH*UDQWRURUWKH*UDQWRUDQG*UDQWRU¶VVSRXVHIURPWKHLU
WD[DEOHHVWDWHV7KH\DUH*UDQWRU7UXVWVSXUVXDQWWR,5& D  EHFDXVHWKHWUXVW
LQFRPHDQGFRUSXVPD\EHXVHGWRSD\SUHPLXPVRQSROLFLHVRIOLIHLQVXUDQFHRQWKHOLIH
RIWKH*UDQWRURUWKH*UDQWRU¶VVSRXVH+RZHYHU/LIH,QVXUDQFH7UXVWVXVXDOO\DUHQRW
IXQGHGZLWKLQFRPHSURGXFLQJDVVHWVVRWKHUHLVQRLQFRPHWREHWD[HG
7KHVXFFHVVIXORSHUDWLRQRID/LIH,QVXUDQFH7UXVWGHSHQGVXSRQHVWDWHWD[UXOHV
RQZKHQSURFHHGVRIOLIHLQVXUDQFHDUHSDUWRIWKHJURVVHVWDWHDQGXSRQFDVHODZUHODWLQJ
WRWD[DEOHJLIWV
3URFHHGVRIOLIHLQVXUDQFHRQWKHOLIHRIDGHFHGHQWDUHLQFOXGHGLQWKHJURVVHVWDWH
LISDLGWRWKHHVWDWHRULIWKHGHFHGHQWSRVVHVVHGDWGHDWKDQ\LQFLGHQWVRIRZQHUVKLS
H[HUFLVDEOHDORQHRULQFRQMXQFWLRQZLWKDQ\RWKHUSHUVRQ ,5& ,QFLGHQWVRI
RZQHUVKLSUHIHUWRWKHULJKWRIWKHLQVXUHGRUKLVHVWDWHWRWKHHFRQRPLFEHQHILWVRIWKH
SROLF\DQGLQFOXGHWKHSRZHUWRFKDQJHWKHEHQHILFLDU\WRVXUUHQGHURUFDQFHOWKHSROLF\
WRDVVLJQWKHSROLF\WRUHYRNHDQDVVLJQPHQWRUWRSOHGJHWKHSROLF\IRUDORDQ7KHUHLV
QRWDQH[FOXVLYHOLVWRILQFLGHQWVRIRZQHUVKLSDQGLQVRPHFDVHVLQFLGHQWVRIRZQHUVKLS
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KHOGE\DFRUSRUDWLRQPD\EHDWWULEXWHGWRWKHGHFHGHQWEHFDXVHRIVWRFNRZQHUVKLS
5HJXODWLRQ 6HFWLRQ F 7KXVDOOLQFLGHQWVRIRZQHUVKLSPXVWEHORQJWRWKH
WUXVWDQGQRWWKH*UDQWRU(YHQVRLIWKHSROLF\LVDVVLJQHGZLWKDOOLQFLGHQWVRI
RZQHUVKLSWRWKHWUXVWZLWKLQWKUHH\HDUVRIWKHGHDWKRIWKH*UDQWRUWKHSURFHHGVZLOOEH
LQFOXGHGLQWKH*UDQWRU¶VJURVVHVWDWHSXUVXDQWWR,5&7KHUHIRUHLISRVVLEOHLWLV
SUHIHUDEOHWRKDYHWKHWUXVWSXUFKDVHDQHZSROLF\UDWKHUWKDQDVVLJQLQJDQH[LVWLQJ
SROLF\WRLW
7RDYRLGWD[DEOHLQFRPHSXUVXDQWWR,5& D  PRQH\LVXVXDOO\DGYDQFHG
E\WKH*UDQWRUWRWKHWUXVWWRSD\WKHSUHPLXPVDVWKH\FRPHGXH6XFKDGYDQFHVDUH
WD[DEOHJLIWVDQGRUGLQDULO\WKHJLIWWD[H[FOXVLRQRI,5& E ZRXOGQRWEHDYDLODEOH
EHFDXVHDJLIWWRSD\SUHPLXPVIRUOLIHLQVXUDQFHLVDJLIWRIDIXWXUHLQWHUHVW+RZHYHU
WKHFDVHRI&UXPPH\Y&RPPLVVLRQHU)G WK&LU KHOGWKDWWUDQVIHUVLQWUXVW
ZKLFKZRXOGRWKHUZLVHEHJLIWVRIIXWXUHLQWHUHVWVDUHFRQVLGHUHGJLIWVRISUHVHQWLQWHUHVWV
TXDOLI\LQJIRUWKHJLIWWD[H[FOXVLRQRI,5& E 7KLVLVWUXHHYHQWKRXJKWKH
ZLWKGUDZDOULJKWODSVHVLIQRWH[HUFLVHGDQGHYHQWKRXJKZLWKGUDZDOULJKWVDUHJUDQWHGWR
PLQRUVIRUZKRPQRJXDUGLDQKDVEHHQDSSRLQWHG5HY5XO,IWKHSUHPLXPVDUH
OHVVWKDQWKHJLIWWD[H[FOXVLRQWKHQWKH*UDQWRUFDQIXQGWKHSUHPLXPVZLWKRXWXVLQJ
DQ\RIWKH*UDQWRU¶VXQLILHGFUHGLW,IWKHSUHPLXPVDUHJUHDWHUWKDQWKHJLIWWD[H[FOXVLRQ
IRURQHEHQHILFLDU\WKHWUXVWPD\SURYLGHIRUPXOWLSOHZLWKGUDZDOSRZHUVVRWKDWWKH
FRPELQHGH[FOXVLRQVZLOOFRYHUWKHSUHPLXPV+RZHYHUWKHODSVHRIZLWKGUDZDOSRZHUV
LVDUHOHDVHRIDSRZHURIDSSRLQWPHQWXQGHU,5& H VRWKDWWKHEHQHILFLDULHVPD\
EHWUHDWHGDVPDNLQJJLIWVWRHDFKRWKHUDVWKHLUSRZHUVODSVH7KLVSUREOHPFDQEH
DGGUHVVHGE\QRWXVLQJWKHIXOOJLIWWD[H[FOXVLRQIRUHDFKZLWKGUDZDOULJKWEXWUDWKHU
OLPLWLQJWKHZLWKGUDZDOULJKWWRDRURIYDOXHZLWKGUDZDOULJKW EXWQRJUHDWHU
WKDQWKHJLIWWD[H[FOXVLRQ ZKLFKLVQRWWUHDWHGDVDUHOHDVHRIDSRZHURIDSSRLQWPHQW
XQGHU,5& H 
'XULQJWKHOLIHRIWKH*UDQWRU RUWKHOLYHVRIWKH*UDQWRUDQGWKH*UDQWRU¶VVSRXVH
LIDMRLQWOLIHLQVXUDQFHSROLF\LVXVHG D/LIH,QVXUDQFH7UXVWRUGLQDULO\ZRXOGGRQRWKLQJ
EHVLGHVKROGLQVXUDQFHSROLFLHVDQGSD\SUHPLXPV$WWKHGHDWKRIWKHLQVXUHG V 
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KRZHYHUWKHWUXVWZRXOGUHFHLYHWKHLQVXUDQFHSURFHHGVDQGKDQGOHWKHPLQDFFRUGDQFH
ZLWKWKHWUXVWGRFXPHQW7KHLQWHQWRIWKHDUUDQJHPHQWPLJKWEHVLPSO\WRSURYLGHDQ
LQKHULWDQFHIRUKHLUVDQGGLVWULEXWHWKHSURFHHGVLPPHGLDWHO\RULWPLJKWPDQDJHWKH
IXQGVIRUIXWXUHJHQHUDWLRQV/LIH,QVXUDQFH7UXVWVKDYHRIWHQEHHQXVHGWRSURYLGH
OLTXLGLW\IRUWD[DEOHHVWDWHVE\IRUH[DPSOHSXUFKDVLQJLOOLTXLGDVVHWVVXFKDVFORVHO\
KHOGEXVLQHVVHVIURPWKHGHFHGHQW¶VHVWDWH
F 5DEEL7UXVWV
$5DEEL7UXVWJHWVLWVQDPHIURPWKHIDFWWKDWWKHDUUDQJHPHQWZDVILUVWXVHGE\D
FRQJUHJDWLRQWRSURYLGHIRUWKHUHWLUHPHQWRILWVUDEEL$5DEEL7UXVWLVDGHIHUUHG
FRPSHQVDWLRQDUUDQJHPHQWIRUHPSOR\HHVXWLOL]LQJDJUDQWRUWUXVW2UGLQDULO\DQ
HPSOR\HHLVWD[HGRQGHIHUUHGFRPSHQVDWLRQUHFHLYHGXQGHUDQXQIXQGHGQRQTXDOLILHG
GHIHUUHGFRPSHQVDWLRQSODQZKHQWKHSD\PHQWVDUHPDGHDYDLODEOHWRKLPXQGHUWKH
WKHRU\RIFRQVWUXFWLYHUHFHLSW ,5& RUHFRQRPLFEHQHILW ,5& ,QRUGHUQRWWREH
WD[HGXQGHUWKHFRQVWUXFWLYHUHFHLSWWKHRU\DPRXQWVPD\QHLWKHUEHUHFHLYHGRUVHWDVLGH
IRUWKHHPSOR\HH&UHGLWLQJDPRXQWVWRWKHDFFRXQWRIDQHPSOR\HHGRHVQRWFRPH
ZLWKLQWKHWKHRU\LIWKHDYDLODELOLW\LVVXEMHFWWRVXEVWDQWLDOOLPLWDWLRQV,QRUGHUQRWWREH
WD[HGXQGHUWKHHFRQRPLFEHQHILWWKHRU\IXQGVVHWDVLGHIRUDQHPSOR\HHPD\QRWEH
SURWHFWHGIURPWKHHPSOR\HU¶VFUHGLWRUV,QD5DEEL7UXVWDUUDQJHPHQWWKHHPSOR\HU
IXQGVDQLUUHYRFDEOHWUXVWEXWUHWDLQVDGPLQLVWUDWLYHSRZHUV7KHIXQGVPD\RQO\EHXVHG
WRSD\EHQHILWVWRHPSOR\HHVEXWWKHDVVHWVUHPDLQDYDLODEOHWRFUHGLWRUVRIWKHHPSOR\HU
$5DEEL7UXVWKDVWKHDGYDQWDJHVRIFUHDWLQJDIXQGIRUWKHHPSOR\HHVEXWEHLQJWUHDWHG
DVXQIXQGHGIRUWD[SXUSRVHVDQGVRDYRLGLQJWKHOLPLWDWLRQVRITXDOLILHGUHWLUHPHQW
SODQVVXFKDVQRQGLVFULPLQDWLRQUHTXLUHPHQWV,WKDVWKHGLVDGYDQWDJHVRIKDYLQJLWV
LQFRPHWD[HGWRWKHHPSOR\HUXQGHUWKH*UDQWRU7UXVWUXOHVDQGKDYLQJLWVFRUSXV
SRWHQWLDOO\VXEMHFWWRFODLPVRIFUHGLWRUV
5HY3URFSURYLGHVDPRGHOWUXVWIRUPWRVHUYHDVDVDIHKDUERUIRU5DEEL
7UXVWV
G 4XDOLILHG6XEFKDSWHU67UXVWV 4667 
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$6XEFKDSWHU6FRUSRUDWLRQGLIIHUVIURPRWKHUFRUSRUDWLRQVLQWKDWLWGRHVQRW
UHSRUWDQGSD\WD[HVDVDVHSDUDWHHQWLW\5DWKHULWSDVVHVLWVLQFRPHDQGORVVHVDQG
LWHPVWKHUHRIWKURXJKWRLWVVKDUHKROGHUVSXUVXDQWWRUXOHVFRQWDLQHGLQ6XEFKDSWHU6
,5&6HFWLRQVWKURXJK 7KHUXOHVDUHQXPHURXVEXWDPRQJWKHPLVD
UHTXLUHPHQWWKDWDOOVKDUHKROGHUVPXVWEHLQGLYLGXDOVZLWKRQO\DIHZH[FHSWLRQV,5&
 E  % $PRQJWKHH[FHSWLRQVDUHFHUWDLQWUXVWVGHVFULEHGLQ,5& F  
WKUHHRIZKLFKDUH*UDQWRU7UXVWV


7KHILUVWLVD*UDQWRU7UXVWDOORIZKLFKLVWUHDWHGXQGHUWKH*UDQWRU7UXVWUXOHVDV

RZQHGE\DQLQGLYLGXDOZKRLVDFLWL]HQRUUHVLGHQWRIWKH8QLWHG6WDWHV,5&
 F  $ L 


7KHVHFRQGLVDFWXDOO\DIRUPHU*UDQWRU7UXVWRQHZKLFKZDVGHVFULEHGLQWKH

SUHYLRXVSDUDJUDSKEXWIRUWKHWZR\HDUSHULRGEHJLQQLQJWKHGD\RIWKHGHHPHGRZQHU¶V
GHDWK,5& F  $ LL 


7KHWKLUGH[FHSWLRQIRU*UDQWRU7UXVWVLVD4XDOLILHG6XEFKDSWHU67UXVW 4667 

GHVFULEHGLQ,5& G $WUXVWPHHWLQJWKHUHTXLUHPHQWVRI,5& G LVWUHDWHGDV
DWUXVWGHVFULEHGLQWKHILUVWH[FHSWLRQDERYH,5& G  $ 


$4667FDQKDYHRQO\RQHLQFRPHEHQHILFLDU\GXULQJWKHOLIHRIWKHEHQHILFLDU\

$Q\FRUSXVGLVWULEXWHGGXULQJWKHOLIHRIWKHFXUUHQWLQFRPHEHQHILFLDU\PD\EH
GLVWULEXWHGRQO\WRVXFKEHQHILFLDU\7KHLQFRPHLQWHUHVWRIWKHFXUUHQWLQFRPH
EHQHILFLDU\PXVWWHUPLQDWHRQWKHHDUOLHURIWKHEHQHILFLDU\¶VGHDWKRIWKHWHUPLQDWLRQRI
WKHWUXVW8SRQWKHWHUPLQDWLRQRIWKHWUXVWRUWKHGHDWKRIWKHEHQHILFLDU\WKHWUXVWPXVW
GLVWULEXWHDOORILWVDVVHWVWRVXFKEHQHILFLDU\$QGDOORIWKHLQFRPHZKLFKLVGLVWULEXWHG
RUUHTXLUHGWREHGLVWULEXWHGFXUUHQWO\PXVWEHGLVWULEXWHGWRRQHLQGLYLGXDOZKRLVD
FLWL]HQRUUHVLGHQWRIWKH8QLWHG6WDWHV$VXEVWDQWLDOO\VHSDUDWHDQGLQGHSHQGHQWVKDUHRI
DWUXVWLVWUHDWHGDVDVHSDUDWHWUXVW,5& G  $ 
$WUXVWLVQRWD4667XQOHVVWKHEHQHILFLDU\ RUWKHEHQHILFLDU\¶VOHJDO
UHSUHVHQWDWLYH PDNHVDQHOHFWLRQZLWKUHVSHFWWRHDFKFRUSRUDWLRQWKHVWRFNRIZKLFKLV
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KHOGE\WKHWUXVW7KHHOHFWLRQFDQQRWEHUHYRNHGZLWKRXWFRQVHQWRIWKH6HFUHWDU\,5&
 G  
H ,QWHQWLRQDOO\'HIHFWLYH*UDQWRU7UXVWV
$Q,QWHQWLRQDOO\'HIHFWLYH*UDQWRU7UXVW ,'*7 WDNHVDGYDQWDJHRIWKH
GLIIHUHQFHVEHWZHHQLQFRPHWD[UXOHVDQGHVWDWHDQGJLIWWD[UXOHV1XPHURXVSURYLVLRQV
GHILQHZKHQDJLIWLVFRPSOHWHIRUJLIWWD[SXUSRVHVDQGZKHQDQDVVHWLVLQFOXGHGLQD
GHFHGHQW¶VWD[DEOHHVWDWH :LWKUHVSHFWWRJLIWWD[VHHIRUH[DPSOH,5&WKURXJK
ZLWKUHVSHFWWRHVWDWHWD[VHHIRUH[DPSOH,5&WKURXJK 7KHVHUXOHVGR
QRWPDWFKVHDPOHVVO\ZLWKWKH*UDQWRU7UXVWUXOHVRI,5&WKURXJKVRWKDWLWLV
SRVVLEOHWRWUDQVIHUDVVHWVLQWRD*UDQWRU7UXVWLQDZD\ZKLFKLVVXEMHFWWRJLIWWD[
UHPRYLQJWKHDVVHWIURPWKH*UDQWRU¶VIXWXUHWD[DEOHHVWDWHHYHQWKRXJKIRULQFRPHWD[
SXUSRVHVWKH*UDQWRULVVWLOOFRQVLGHUHGWKHRZQHURIWKHDVVHW$KLJKQHWZRUWK
LQGLYLGXDOPLJKWZDQWWRXVHDQ,'*7LQRUGHUWRPLQLPL]HWKHDPRXQWRIJLIWWD[RQ
JLIWV7KLVVWUDWHJ\ZRUNVEHFDXVHWKHDPRXQWRILQFRPHWD[SDLGE\WKH*UDQWRULV
HVVHQWLDOO\DQDGGLWLRQDOJLIWWRWKHEHQHILFLDULHVRIWKHWUXVWEXWQRJLIWWD[LVGXHRQLW
$IXUWKHUUHILQHPHQWRQWKLVVWUDWHJ\LVDQLQVWDOOPHQWVDOHE\WKH*UDQWRUWRWKH
,'*7 7KHWUXVWVKRXOGEHIXQGHGZLWKVXIILFLHQWDVVHWVWREHDEOHWRPDNHSD\PHQWVRQ
WKHLQVWDOOPHQWQRWHWRWKH*UDQWRUJHQHUDOO\DWOHDVWRIWKHWRWDOWUDQVIHUYDOXH 
7KHUHLVQRFDSLWDOJDLQVWD[GXHRQWKHLQVWDOOPHQWVDOHWRWKHWUXVWEHFDXVHWKH*UDQWRULV
WUHDWHGDVHVVHQWLDOO\VHOOLQJWKHDVVHWWRKLPVHOIIRULQFRPHWD[SXUSRVHV)RUWKHVDPH
UHDVRQQRLQFRPHWD[LVGXHZLWKUHVSHFWWRWKHLQWHUHVWSDLGWRWKH*UDQWRURQWKH
LQVWDOOPHQWQRWH7RWKHH[WHQWWKDWWKHJURZWKUDWHRQWKHDVVHWVVROGWRWKH,'*7LV
JUHDWHUWKDQWKHLQWHUHVWUDWHRQWKHLQVWDOOPHQWQRWHWDNHQEDFNE\WKH*UDQWRUWKHH[FHVV
LVSDVVHGRQWRWKHWUXVWEHQHILFLDULHVIUHHRIDQ\JLIWHVWDWHRU*67WD[
$ORWFDQJRZURQJZLWKDQ,'*7VWUDWHJ\VRLWLVQRWIRUHYHU\RQH)LUVWRIDOOLW
LVRQO\XVHIXOIRUWD[SD\HUVVXEMHFWWRWKHHVWDWHWD[ZKLFKLVQRWPDQ\6HFRQGEH\RQG
WKHHVWDWHWD[WKUHVKROGWKHWD[SD\HUPXVWEHFRQILGHQWRIDOZD\VKDYLQJHQRXJKPRQH\
WRSD\WKHLQFRPHWD[RQWKHWUXVWLQFRPHQRPDWWHUKRZVXFFHVVIXOWKHDVVHWVLQWKHWUXVW
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WXUQRXWWREHDQGQRPDWWHUKRZXQVXFFHVVIXOWKH*UDQWRU¶VRWKHUDVVHWVWXUQRXWWREH
EHFDXVHWKHWUXVWLVLUUHYRFDEOH$QGILQDOO\DOWKRXJKJLIWDQGHVWDWHWD[UXOHVDUH
GLIIHUHQWIURPWKH*UDQWRU7UXVWUXOHVWKHUHLVDORWRIRYHUODSVRWKDWDSRZHURULQWHUHVW
ZKLFKPDNHVWKHWUXVWD*UDQWRU7UXVWPD\DOVRPDNHLWSDUWRIWKH*UDQWRU¶VWD[DEOH
HVWDWH7KHGUDIWHUPXVWEHYHU\FDUHIXOWRSLFNDSRZHURULQWHUHVWWKDWIDOOVLQWKHFUDFN
EHWZHHQJLIWDQGHVWDWHWD[UXOHVDQG*UDQWRU7UXVWUXOHV3RVVLELOLWLHVLQFOXGHWKHSRZHU
WRVXEVWLWXWHSURSHUW\RIHTXLYDOHQWYDOXH ,5& D -RUGDKO7&  RUD
SRZHULQDQRQDGYHUVHSDUW\WRDGGEHQHILFLDULHV 0DGRULQ7&  WKRXJK
WKLVFDVHLVVROHO\DQLQFRPHWD[FDVH 2WKHUSRVVLELOLWLHVPLJKWEHDXWKRUL]LQJWKH
WUXVWHHWRGLVWULEXWHLQFRPHIRUWKHEHQHILWRIWKH*UDQWRU¶VVSRXVHZLWKRXWWKHFRQVHQWRI
DQDGYHUVHSDUW\ ,5& D  RUJLYLQJDUHODWHGSDUW\WKHSRZHUWRVSULQNOHLQFRPHRU
FRUSXVQRWOLPLWHGWRDUHDVRQDEO\GHILQLWHH[WHUQDOVWDQGDUG ,5&DQG F %H
FDUHIXORIWKHSRVVLEOHLQWHUSOD\RIYDULRXVSURYLVLRQVRIWKHWUXVWLQVWUXPHQW
I 4XDOLILHG3HUVRQDO5HVLGHQFH7UXVWV
$4XDOLILHG3HUVRQDO5HVLGHQFH7UXVW 4357 LVDPHWKRGRIJHWWLQJDYDOXDWLRQ
GLVFRXQWZKHQWUDQVIHUULQJDSHUVRQDOUHVLGHQFH7KH*UDQWRUWUDQVIHUVKLVRUKHU
SHUVRQDOUHVLGHQFHWRDQLUUHYRFDEOHWUXVWEXWUHWDLQVWKHULJKWWROLYHLQWKHUHVLGHQFHIRUD
FHUWDLQSHULRGRIWLPH7KHUHWDLQHGULJKWWROLYHLQWKHUHVLGHQFHPDNHVWKHWUXVWD
*UDQWRU7UXVWSXUVXDQWWR,5&8SRQWKHH[SLUDWLRQRIWKHWHUPWKHUHVLGHQFHLV
W\SLFDOO\WUDQVIHUUHGWRWKH*UDQWRU¶VFKLOGUHQRUKHOGLQWUXVWIRUWKHP8SRQWKH
H[SLUDWLRQRIWKHWHUPWKH*UDQWRUPD\QRORQJHUOLYHLQWKHUHVLGHQFHZLWKRXWSD\LQJD
IDLUPDUNHWUHQW
,IWKH*UDQWRUGLHVEHIRUHWKHHQGRIWKHWHUPWKHQSXUVXDQWWR,5&WKHYDOXH
RIWKHUHVLGHQFHLVLQFOXGHGLQWKH*UDQWRU¶VWD[DEOHHVWDWHEXWLIWKH*UDQWRUVXUYLYHVWKH
WHUPWKHQWKHUHVLGHQFHLVQRWLQWKH*UDQWRU¶VWD[DEOHHVWDWH
$JLIWRFFXUVZKHQWKHUHVLGHQFHLVWUDQVIHUUHGWRWKH43571RUPDOO\WKH
UHWDLQHGLQWHUHVWRIWKH*UDQWRUZRXOGEHGLVUHJDUGHGZKHQYDOXLQJWKHJLIWSXUVXDQWWR
,5&VRWKDWWKHYDOXHRIWKHJLIWZRXOGEHWKHIXOOIDLUPDUNHWYDOXHRIWKH
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UHVLGHQFH+RZHYHUD4357LVDQH[FHSWLRQWRWKHUXOHVRWKDWWKH*UDQWRULVDOORZHGWR
UHGXFHWKHYDOXHRIWKHJLIWE\WKHSUHVHQWYDOXHRIWKHUHWDLQHGLQWHUHVWWROLYHLQWKH
UHVLGHQFH,5& D  $ LL 
'HWDLOHGUHTXLUHPHQWVIRUD4357DUHFRQWDLQHGLQ5HJXODWLRQ6HFWLRQ
$4357PD\EHFRQYHUWHGWRD*UDQWRU5HWDLQHG$QQXLW\7UXVWXSRQWKHVDOHRI
WKHUHVLGHQFH5HJXODWLRQ6HFWLRQ F  
J *UDQWRU5HWDLQHG$QQXLW\7UXVWV
$*UDQWRU5HWDLQHG$QQXLW\7UXVW *5$7 LVDQRWKHUH[FHSWLRQWR,5&
ZKLFKDOORZVD*UDQWRUWRREWDLQDYDOXDWLRQGLVFRXQWIRUDJLIWDVDUHVXOWRIDUHWDLQHG
LQWHUHVWDQGDOVRWRUHPRYHWKHDVVHWVIURPWKH*UDQWRU¶VHVWDWH,WLVDQLUUHYRFDEOHWUXVW
ZKLFKSD\VWKH*UDQWRUDIL[HGDPRXQWDQQXLW\QROHVVRIWHQWKDQDQQXDOO\IRUDWHUPRI
\HDUV,IWKHIL[HGDPRXQWLVDVWDWHGGROODUDPRXQWWKHWUXVWLVD*UDQWRU5HWDLQHG
$QQXLW\7UXVW7KHVWDWHGGROODUDPRXQWFDQQRWH[FHHGSHUFHQWRIWKHVWDWHGGROODU
DPRXQWSD\DEOHLQWKHSUHFHGLQJ\HDU,IWKHIL[HGDPRXQWLVDIL[HGIUDFWLRQRIWKHLQLWLDO
IDLUPDUNHWYDOXHRIWKHSURSHUW\WUDQVIHUUHGWRWKHWUXVWWKHWUXVWLVD*UDQWRU5HWDLQHG
8QLWUXVW$QDQQXLW\LQWHUHVWGRHVQRWIDLOWREHDTXDOLILHGDQQXLW\LQWHUHVWPHUHO\
EHFDXVHWKHWUXVWSHUPLWVLQFRPHLQH[FHVVRIWKHDPRXQWUHTXLUHGWRSD\WKHDQQXLW\
DPRXQWWREHSDLGWRWKHKROGHURIWKHDQQXLW\LQWHUHVWEXWVXFKDULJKWWRUHFHLYHH[FHVV
LQFRPHLVQRWWDNHQLQWRDFFRXQWLQYDOXLQJWKHDQQXLW\LQWHUHVW$ULJKWRIZLWKGUDZDO
ZKHWKHURUQRWFXPXODWLYHLVQRWDTXDOLILHGDQQXLW\LQWHUHVW
,IWKH*UDQWRUGLHVEHIRUHWKHHQGRIWKHWHUPWKHQSXUVXDQWWR,5&WKHYDOXH
RIWKHWUXVWDVVHWVDUHLQFOXGHGLQWKH*UDQWRU¶VWD[DEOHHVWDWHEXWLIWKH*UDQWRUVXUYLYHV
WKHWHUPWKHQWKH\DUHQRW
$JLIWRFFXUVZKHQWKHDVVHWVDUHWUDQVIHUUHGWRWKH*5$71RUPDOO\WKHUHWDLQHG
LQWHUHVWRIWKH*UDQWRUZRXOGEHGLVUHJDUGHGZKHQYDOXLQJWKHJLIWSXUVXDQWWR,5&
VRWKDWWKHYDOXHRIWKHJLIWZRXOGEHWKHIXOOIDLUPDUNHWYDOXHRIWKHDVVHWV+RZHYHUD
*5$7LVDQH[FHSWLRQWRWKHUXOHVRWKDWWKH*UDQWRULVDOORZHGWRUHGXFHWKHYDOXHRIWKH
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JLIWE\WKHSUHVHQWYDOXHRIWKHUHWDLQHGLQWHUHVWWROLYHLQWKHUHVLGHQFH,5&
 D  %  E 
'HWDLOHGUHTXLUHPHQWVIRUD*5$7DUHFRQWDLQHGLQ5HJXODWLRQ6HFWLRQ

K *UDQWRU5HWDLQHG8QLWUXVWV
$*UDQWRU5HWDLQHG8QLWUXVW *587 LVJRYHUQHGE\WKHVDPHSURYLVLRQVDVD
*5$7EXWLQVWHDGRISD\LQJDVWDWHGGROODUDPRXQWWRWKHJUDQWRUHDFK\HDUIRUDWHUPRI
\HDUVD*587SD\VDIL[HGIUDFWLRQRIWKHQHWIDLUPDUNHWYDOXHRIWKHWUXVWDVVHWV
GHWHUPLQHGDQQXDOO\SD\DEOHSHULRGLFDOO\EXWQRWOHVVIUHTXHQWO\WKDQDQQXDOO\EXWRQO\
WRWKHH[WHQWWKHIUDFWLRQRUSHUFHQWDJHGRHVQRWH[FHHGRIWKHIL[HGIUDFWLRQ
SD\DEOHLQWKHSUHFHGLQJ\HDU
$VZLWKD*5$7LIWKH*UDQWRUGLHVEHIRUHWKHHQGRIWKHWHUPWKHQSXUVXDQWWR
,5&WKHYDOXHRIWKHWUXVWDVVHWVDUHLQFOXGHGLQWKH*UDQWRU¶VWD[DEOHHVWDWHEXWLI
WKH*UDQWRUVXUYLYHVWKHWHUPWKHQWKH\DUHQRW
$JLIWRFFXUVZKHQWKHDVVHWVDUHWUDQVIHUUHGWRWKH*5871RUPDOO\WKHUHWDLQHG
LQWHUHVWRIWKH*UDQWRUZRXOGEHGLVUHJDUGHGZKHQYDOXLQJWKHJLIWSXUVXDQWWR,5&
VRWKDWWKHYDOXHRIWKHJLIWZRXOGEHWKHIXOOIDLUPDUNHWYDOXHRIWKHDVVHWV+RZHYHUD
*587LVDQH[FHSWLRQWRWKHUXOHVRWKDWWKH*UDQWRULVDOORZHGWRUHGXFHWKHYDOXHRIWKH
JLIWE\WKHSUHVHQWYDOXHRIWKHUHWDLQHGLQWHUHVWWROLYHLQWKHUHVLGHQFH,5&
 D  %  E 
'HWDLOHGUHTXLUHPHQWVIRUD*587DUHFRQWDLQHGLQ5HJXODWLRQ6HFWLRQ


,,,

7D[5HWXUQV

7KHUHDUHIRXUPHWKRGVIRUUHSRUWLQJWKHWD[HVRID*UDQWRU7UXVW
,QVWUXFWLRQVIRU)RUP5HJXODWLRQV6HFWLRQ
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D *HQHUDO5XOH ILOHG 
7KHJHQHUDOUXOHUHTXLUHVILOLQJDQLQFRPHWD[UHWXUQIRUWKHWUXVWRQ)RUP
+RZHYHURQO\WKHHQWLW\LQIRUPDWLRQVHFWLRQRI)RUPQHHGVWREHFRPSOHWHGQR
GROODUDPRXQWVDUHILOOHGLQ,QFRPHGHGXFWLRQVDQGFUHGLWVDUHUHSRUWHGRQDQ
DWWDFKPHQW WKHUHLVQRRIILFLDOIRUPIRUWKHDWWDFKPHQW LQWKHVDPHGHWDLOLWZRXOGEH
UHSRUWHGRQWKHWD[UHWXUQRIWKHSHUVRQWRZKRPLWLVWD[DEOH7KHDWWDFKPHQWPXVWDOVR
LQFOXGHWKHQDPHDGGUHVVDQGWD[LGHQWLILFDWLRQQXPEHURIWKHSHUVRQWRZKRPWKH
LQFRPHLVWD[DEOH7KHWUXVWHHPXVWJLYHWKH*UDQWRURURWKHUSHUVRQWRZKRPWKHLQFRPH
LVWD[DEOHDFRS\RIWKHDWWDFKPHQW
,IRQO\SDUWRIWKHWUXVWLVD*UDQWRU7UXVWWKHLQFRPHGHGXFWLRQVDQGFUHGLWVIRU
WKHQRQ*UDQWRUSDUWLVUHSRUWHGQRUPDOO\RQWKHVDPH)RUP
E 2SWLRQDO0HWKRG QRWILOHG 
2SWLRQDO0HWKRGLVRQO\DYDLODEOHLIWKHWUXVWLVWUHDWHGDVRZQHGE\MXVWRQH
*UDQWRURURWKHUSHUVRQKRZHYHUVSRXVHVDUHWUHDWHGDVRQHSHUVRQLIWKH\ILOHMRLQWO\
8QGHUWKLVPHWKRGQRWD[UHWXUQLVILOHGE\WKHWUXVW7KHWUXVWHHPXVWJLYHDOOSD\HUVRI
LQFRPHGXULQJWKH\HDUWKHQDPHDQG7,1RIWKH*UDQWRURURWKHUSHUVRQWUHDWHGDVWKH
RZQHURIWKHWUXVWDQGWKHDGGUHVVRIWKHWUXVW7KHSHUVRQWUHDWHGDVRZQHUPXVWSURYLGH
WKHWUXVWHHZLWKDVLJQHG)RUP:8QOHVVWKHSHUVRQWUHDWHGDVRZQHURIWKHWUXVWLVD
WUXVWHHRUFRWUXVWHHRIWKHWUXVWWKHWUXVWHHPXVWJLYHWKHRZQHUDVWDWHPHQWWKDWVKRZV
DOOLWHPVRILQFRPHGHGXFWLRQDQGFUHGLWRIWKHWUXVWWKDWLGHQWLILHVWKHSD\HURIHDFK
LWHPWKDWH[SODLQVKRZWKHRZQHULVWRWDNHWKRVHLWHPVLQWRDFFRXQWZKHQILJXULQJWKH
SHUVRQ¶VWD[DQGWKDWLQIRUPVWKHRZQHUWKDWWKRVHLWHPVPXVWEHLQFOXGHGZKHQILJXULQJ
WKHRZQHU¶VWD[
*UDQWRU7UXVWVXVLQJ2SWLRQDO0HWKRGGRQRWQHHGDQ(,1IRUWKHWUXVW
F 2SWLRQDO0HWKRG QRWILOHG 
2SWLRQDO0HWKRGLVRQO\DYDLODEOHLIWKHWUXVWLVWUHDWHGDVRZQHGE\MXVWRQH
*UDQWRURURWKHUSHUVRQKRZHYHUVSRXVHVDUHWUHDWHGDVRQHSHUVRQLIWKH\ILOHMRLQWO\
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8QGHUWKLVPHWKRGQRWD[UHWXUQLVILOHGE\WKHWUXVW7KHWUXVWHHPXVWJLYHDOOSD\HUVRI
LQFRPHGXULQJWKH\HDUWKHQDPHDGGUHVVDQG7,1RIWKHWUXVWDQGILOHZLWKWKH,56WKH
DSSURSULDWH)RUPVWRUHSRUWWKHLQFRPHDQGJURVVSURFHHGVSDLGWRWKHWUXVWGXULQJ
WKH\HDUWKDWVKRZWKHWUXVWDVSD\HUDQGWKHSHUVRQWUHDWHGDVRZQHURIWKHWUXVWDVSD\HH
UHSRUWLQJHDFKW\SHRILQFRPHLQWKHDJJUHJDWHDQGHDFKLWHPRIJURVVSURFHHGV
VHSDUDWHO\8QOHVVWKHSHUVRQWUHDWHGDVRZQHURIWKHWUXVWLVDWUXVWHHRUFRWUXVWHHRIWKH
WUXVWWKHWUXVWHHPXVWJLYHWKHRZQHUDVWDWHPHQWWKDWVKRZVDOOLWHPVRILQFRPH
GHGXFWLRQDQGFUHGLWRIWKHWUXVWWKDWLGHQWLILHVWKHSD\HURIHDFKLWHPWKDWH[SODLQVKRZ
WKHRZQHULVWRWDNHWKRVHLWHPVLQWRDFFRXQWZKHQILJXULQJWKHSHUVRQ¶VWD[DQGWKDW
LQIRUPVWKHRZQHUWKDWWKRVHLWHPVPXVWEHLQFOXGHGZKHQILJXULQJWKHRZQHU¶VWD[
*LYLQJWKLVVWDWHPHQWVDWLVILHVWKHUHTXLUHPHQWWRJLYHWKHUHFLSLHQWFRSLHVRIWKH)RUPV
ILOHGE\WKHWUXVWHH
G 2SWLRQDO0HWKRG QRWILOHG 
2SWLRQDO0HWKRGLVDYDLODEOHLIWKHWUXVWLVWUHDWHGDVRZQHGE\WZRRUPRUH
*UDQWRUVRURWKHUSHUVRQV8QGHUWKLVPHWKRGQRWD[UHWXUQLVILOHGE\WKHWUXVW7KH
WUXVWHHPXVWJLYHDOOSD\HUVRILQFRPHGXULQJWKH\HDUWKHQDPHDGGUHVVDQG7,1RIWKH
WUXVWDQGILOHZLWKWKH,56WKHDSSURSULDWH)RUPVWRUHSRUWWKHLQFRPHDQGJURVV
SURFHHGVSDLGWRWKHWUXVWGXULQJWKH\HDUDWWULEXWDEOHWRWKHSDUWRIWKHWUXVWWUHDWHGDV
RZQHGE\HDFKRZQHUWKDWVKRZWKHWUXVWDVSD\HUDQGWKHSHUVRQWUHDWHGDVDQRZQHUDV
SD\HHUHSRUWLQJHDFKW\SHRILQFRPHLQWKHDJJUHJDWHDQGHDFKLWHPRIJURVVSURFHHGV
VHSDUDWHO\7KHWUXVWHHPXVWJLYHHDFKRZQHUDVWDWHPHQWWKDWVKRZVDOOLWHPVRILQFRPH
GHGXFWLRQDQGFUHGLWRIWKHWUXVWDWWULEXWDEOHWRWKHSDUWRIWKHWUXVWWUHDWHGDVRZQHGE\
HDFKRZQHUWKDWLGHQWLILHVWKHSD\HURIHDFKLWHPWKDWH[SODLQVKRZWKHRZQHULVWRWDNH
WKRVHLWHPVLQWRDFFRXQWZKHQILJXULQJWKHSHUVRQ¶VWD[DQGWKDWLQIRUPVWKHRZQHUWKDW
WKRVHLWHPVPXVWEHLQFOXGHGZKHQILJXULQJWKHRZQHU¶VWD[*LYLQJWKLVVWDWHPHQW
VDWLVILHVWKHUHTXLUHPHQWWRJLYHWKHUHFLSLHQWFRSLHVRIWKH)RUPVILOHGE\WKH
WUXVWHH
H ([FHSWLRQV$SSOLFDEOHWR$OO2SWLRQDO0HWKRGV

79

7KHIROORZLQJWUXVWVFDQQRWUHSRUWXVLQJRQHRIWKHRSWLRQDOPHWKRGVL D
FRPPRQWUXVWIXQGLL DIRUHLJQWUXVWRURQHWKDWKDVIRUHLJQDVVHWVLLL D4XDOLILHG
6XEFKDSWHU67UXVWLY DWUXVWDOORIZKLFKLVWUHDWHGDVRZQHGE\DSHUVRQZKRVHWD[
\HDULVQRWWKHFDOHQGDU\HDULY DWUXVWZKLFKKDVDQRZQHUZKRLVQRWD86SHUVRQ
DQGY DWUXVWZKLFKKDVDQRZQHUZKLFKLVDQH[HPSWUHFLSLHQWIRULQIRUPDWLRQUHSRUWLQJ
SXUSRVHVXQOHVVDWOHDVWRQHRWKHURZQHULVQRWH[HPSWDQGWKHWUXVWHHUHSRUWVZLWKRXW
WUHDWLQJDQ\RIWKHGHHPHGRZQHUVDVH[HPSWUHFLSLHQWV
I &KDQJLQJ)LOLQJ0HWKRGV
)LOLQJPHWKRGVFDQEHFKDQJHG,IWKHJHQHUDOPHWKRGILOLQJD)RUPKDV
EHHQXVHGWKHQDILQDO)RUPPXVWEHILOHGLQGLFDWLQJRQWKHIURQWRIWKHIRUPWKDW
LWLVWKHILQDO)RUPIRUWKH*UDQWRU7UXVW'HWDLOHGUHTXLUHPHQWVIRUFKDQJLQJ
UHSRUWLQJPHWKRGVDPRQJWKHIRXURSWLRQVDUHFRQWDLQHGLQ5HJXODWLRQV6HFWLRQ
 J 
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,55(92&$%/(/,)(,1685$1&(75867)250

,KHUHE\WUDQVIHUDVVLJQDQGFRQYH\WRWKH7UXVWHHKHUHLQDIWHUQDPHG WKH7UXVWHH DV
7UXVWHHWKHVXPRI7HQ'ROODUV  LQWUXVWIRUWKHEHQHILFLDULHVWREHKHOG
PDQDJHGDQGGLVWULEXWHGXSRQWKHXVHVDQGWUXVWVKHUHLQDIWHUVHWRXW
,7(0,
,UUHYRFDEOH
,KDYHEHHQIXOO\DGYLVHGDQGXQGHUVWDQGDQGGHFODUHWKDWWKLVWUXVWLVDQGVKDOOEH
LUUHYRFDEOHDQG,VKDOOKDYHQRULJKWWLWOHRULQWHUHVWLQRUSRZHUSULYLOHJHRULQFLGHQWRI
RZQHUVKLSLQUHJDUGWRDQ\RIWKHSURSHUW\LQWKLVWUXVWDQGQRULJKWWRDOWHUDPHQG
PRGLI\UHYRNHRUWHUPLQDWHWKLVWUXVWRUDQ\RILWVSURYLVLRQV
,7(0,,
)DPLO\
2QWKHGDWHRIH[HFXWLRQRIWKLVDJUHHPHQW,DPPDUULHGWRBBBBBBBBBBB
BBBBBBBBBBBBBBVRPHWLPHVUHIHUUHGWRLQWKLVDJUHHPHQWDVP\³VSRXVH´DQGP\OLYLQJ
FKLOGUHQDUHBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBDQG
BBBBBBBBBBBBBBBBBBBBBBBBB
,7(0,,,
*UDQWRU¶V/LIHWLPH
D $FFXPXODWH,QFRPH'XULQJP\OLIHWLPHWKH7UXVWHHVKDOOKROGDQGPDQDJHWKH
WUXVWSURSHUW\DQGVKDOODFFXPXODWHDQ\LQFRPHUHFHLYHGWKHUHIURPDQGDGGWKHVDPHWR
WUXVWSULQFLSDOH[FHSWDVSURYLGHGLQSDUDJUDSKV E DQG F RIWKLV,WHP
E 1R'XW\WR,QYHVW7KH7UXVWHHVKDOOKDYHQRGXW\WRLQYHVWWKHSULQFLSDORIWKLV
WUXVWRUWRPDNHSHULRGLFUHSRUWVWRWKHEHQHILFLDULHV RWKHUWKDQQRWLILFDWLRQVRI
ZLWKGUDZDOULJKWVDVSURYLGHGKHUHLQDIWHU ZLWKUHVSHFWWRWKHSULQFLSDODQGLQFRPHRIWKH
WUXVWGXULQJP\OLIHWLPH([FHSWIRUJLYLQJQRWLILFDWLRQVRIZLWKGUDZDOULJKWVQR7UXVWHH
VHUYLQJKHUHXQGHUZKHWKHUGXULQJP\OLIHWLPHRUDIWHUP\GHDWKVKDOOKDYHDQ\OLDELOLW\
GXW\RUUHVSRQVLELOLW\ZLWKUHVSHFWWRWKHDFTXLVLWLRQRUPDLQWHQDQFHRIDQ\LQVXUDQFH
SROLF\LQFOXGLQJZLWKRXWOLPLWDWLRQDQ\GXW\WRDXGLWRULQTXLUHLQWRWKHILQDQFLDO
FRQGLWLRQRIDQ\LQVXUDQFHFRPSDQ\WRPRQLWRUWKHSHUIRUPDQFHRIDQ\LQVXUDQFHSROLF\
WRSD\SUHPLXPVWRVHHWKDWVXFKSUHPLXPVDUHSDLGE\PHRURWKHUVRUWRQRWLI\DQ\
SHUVRQVRIWKHQRQSD\PHQWRIVXFKSUHPLXPV7KH7UXVWHHPD\KRZHYHUDSSO\DQ\
GLYLGHQGVUHFHLYHGRQDQ\LQVXUDQFHSROLF\DQGPD\ERUURZXSRQWKHFDVKYDOXHRIDQ\
SROLF\WRSD\VXFKSUHPLXPVDQGRWKHUZLVHPD\XVHDQ\LQFRPHRUSULQFLSDORIWKHWUXVW
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IRUVXFKSXUSRVH,QDGGLWLRQWKH7UXVWHHVKDOOKDYHDQGPD\H[HUFLVHDOOULJKWV
HOHFWLRQVRSWLRQVSULYLOHJHVDQGRWKHUSRZHUVZLWKUHVSHFWWRWKHLQVXUDQFHSROLFLHVLQ
ZKLFKWKHWUXVWKDVDQLQWHUHVWLQFOXGLQJWKHULJKWWRH[HUFLVHDQ\FRQYHUVLRQSULYLOHJHRU
RSWLRQWRSXUFKDVHDGGLWLRQDOLQVXUDQFHWKHULJKWWRDSSO\WKHFDVKYDOXHRIDQ\SROLF\WR
WKHSXUFKDVHRISDLGXSRUH[WHQGHGLQVXUDQFHDQGWKHULJKWWRVXUUHQGHUDQ\SROLF\LQ
H[FKDQJHIRUWKHFDVKYDOXHWKHUHRI
F 7HUPLQDWLRQ1RWZLWKVWDQGLQJWKHIRUHJRLQJSURYLVLRQVRIWKLV,WHPGXULQJP\
OLIHWLPHWKHLQGLYLGXDO7UXVWHHPD\GLVWULEXWHWKHWUXVWSURSHUW\SHUVWLUSHVWRP\
GHVFHQGDQWVZKRDUHWKHQOLYLQJ RWKHUWKDQDQ\7UXVWHHKHUHXQGHU LIWKH7UXVWHH
GHWHUPLQHVWKDWWKHRULJLQDOSXUSRVHIRUFUHDWLQJWKHWUXVWKDVEHHQDFFRPSOLVKHGRUWKDWLW
LVLQWKHEHVWLQWHUHVWVRIWKHEHQHILFLDULHVKHUHRIWRGLVWULEXWHVXFKSURSHUW\DQGWHUPLQDWH
WKHWUXVWSURYLGHGWKDWQRGLVWULEXWLRQVKDOOEHPDGHXQGHUWKLVSDUDJUDSKZKLFKZRXOG
GLVFKDUJHRUVDWLVI\LQZKROHRULQSDUWDQ\OHJDOREOLJDWLRQRIVXSSRUWRURWKHUZLVHWKDW
,RUDQ\7UXVWHHKHUHXQGHUPD\KDYH
,7(0,9
$IWHU*UDQWRU¶V'HDWK
D &ROOHFWLRQRI'HDWK%HQHILWV$IWHUP\GHDWKWKH7UXVWHHVKDOOFROOHFWDQ\SURSHUW\
SD\DEOHWRWKHWUXVWE\UHDVRQRIP\GHDWK,QFROOHFWLQJDQ\LQVXUDQFHSURFHHGVWKH
7UXVWHHPD\HOHFWDQ\RSWLRQDOPRGHRIVHWWOHPHQWDQGWKHSD\PHQWWRDQGWKHUHFHLSWE\
WKH7UXVWHHRIVXFKSURFHHGVVKDOOEHDIXOOGLVFKDUJHRIWKHOLDELOLW\RIDQ\LQVXUDQFH
FRPSDQ\ZKLFKFRPSDQ\QHHGQRWWDNHQRWLFHRIWKLVLQVWUXPHQWRUVHHWRWKHDSSOLFDWLRQ
RIDQ\SD\PHQWE\WKH7UXVWHH7KH7UXVWHHPD\LQVWLWXWHOHJDODFWLRQWRHQIRUFH
SD\PHQWXQGHUDQ\LQVXUDQFHSROLF\EXWVKDOOQRWEHUHTXLUHGWRLQVWLWXWHVXFKOHJDO
DFWLRQZLWKRXWLQGHPQLILFDWLRQVDWLVIDFWRU\WRLWIRUDQ\DWWRUQH\V IHHVRURWKHUUHVXOWLQJ
H[SHQVH
E 7UXVW3URSHUW\$IWHUP\GHDWKWKH7UXVWHHVKDOOGHOLYHUWRWKHSHUVRQDO
UHSUHVHQWDWLYHRIP\HVWDWHDQ\SURSHUW\SDLGWRWKH7UXVWHHWKDWLVLQFOXGHGLQP\JURVV
HVWDWHDVILQDOO\GHWHUPLQHGIRUIHGHUDOHVWDWHWD[SXUSRVHVDQGVKDOOKROGPDQDJHDQG
GLVWULEXWHWKHUHPDLQLQJSURSHUW\RIWKLVWUXVWDQGDQ\DGGLWLRQDOSURSHUW\UHFHLYHGE\WKH
7UXVWHHXSRQWKHXVHVDQGWUXVWVKHUHLQDIWHUVHWRXW
F ,QFRPH'LVWULEXWLRQV7KH7UXVWHHPD\GLVWULEXWHVXFKSDUWDOORUQRQHRIWKHQHW
LQFRPHIURPWKHSURSHUW\FXUUHQWO\WRRUIRUWKHEHQHILWRIP\VSRXVHDQGP\
GHVFHQGDQWVLQVXFKDPRXQWVDQGSURSRUWLRQVDPRQJWKHPDVWKH7UXVWHHLQLWVVROH
GLVFUHWLRQVKDOOGHHPEHVWWDNLQJLQWRFRQVLGHUDWLRQDQ\RWKHUDYDLODEOHUHVRXUFHVWKH\RU
DQ\RIWKHPPD\KDYHWRWKHNQRZOHGJHRIWKH7UXVWHH$Q\LQFRPHQRWGLVWULEXWHG
FXUUHQWO\VKDOOEHDFFXPXODWHGDQGDGGHGWRWKHSULQFLSDORIWKHWUXVW
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G 3ULQFLSDO'LVWULEXWLRQV7KH7UXVWHHPD\DOVRHQFURDFKRQWKHSULQFLSDORIWKLV
WUXVWLQVXFKDPRXQWVDVLWPD\GHHPQHFHVVDU\LQLWVMXGJPHQWWRSURYLGHIRUWKHVXSSRUW
RIP\VSRXVHLQP\VSRXVH¶VDFFXVWRPHGPDQQHURIOLYLQJDQGWRSURYLGHIRUWKHVXSSRUW
DQGHGXFDWLRQRIP\GHVFHQGDQWVWDNLQJLQWRFRQVLGHUDWLRQDQ\RWKHUDYDLODEOHUHVRXUFHV
WKH\RUDQ\RIWKHPPD\KDYHWRWKHNQRZOHGJHRIWKH7UXVWHH
H *HQHUDO,QWHQWLRQ0\SULPDU\GHVLUHLVWKDWP\VSRXVHEHVXSSRUWHGLQP\
VSRXVH¶VDFFXVWRPHGPDQQHURIOLYLQJGXULQJP\VSRXVH¶VOLIHDQGWKDWP\FKLOGUHQEH
VXSSRUWHGDQGHGXFDWHGUDWKHUWKDQWKHSUHVHUYDWLRQRIWKHSULQFLSDOXQWLOWKHWHUPLQDWLRQ
RIWKLVWUXVWDQG,ZLVKWKH7UXVWHHWREHJXLGHGE\WKLVFRQVLGHUDWLRQLQGHWHUPLQLQJWKH
DPRXQWWREHXVHGIRUWKHVXSSRUWRIP\VSRXVHDQGWKHVXSSRUWDQGHGXFDWLRQRIP\
GHVFHQGDQWVKHUHXQGHU$IWHUDQ\FKLOGKDVFRPSOHWHGRULQQRUPDOFRXUVHVKRXOGKDYH
FRPSOHWHGKLVRUKHUHGXFDWLRQWKH7UXVWHHVKDOOQRWEHUHTXLUHGWRFRQVLGHUPDNLQJDQ\
GLVWULEXWLRQIRUWKHVXSSRUWRUHGXFDWLRQRIVXFKFKLOGRUKLVRUKHUGHVFHQGDQWVXQOHVVLQ
WKHMXGJPHQWRIWKH7UXVWHHWKHUHLVDPSOHSURSHUW\WRVXSSRUWP\VSRXVHDQGVXSSRUWDQG
HGXFDWHP\RWKHUFKLOGUHQRUVXFKFKLOGLVXQDEOHIRUUHDVRQVEH\RQGKLVRUKHUFRQWUROWR
VXSSRUWKLPVHOIRUKHUVHOI
I $GGLWLRQDO3ULQFLSDO'LVWULEXWLRQV,IWKHSXUSRVHVVWDWHGLQWKHSUHFHGLQJ
SDUDJUDSKKDYHEHHQVDWLVILHGRUWKHUHDUHDPSOHPHDQVDYDLODEOHWRVDWLVI\WKHPWKH
7UXVWHHPD\DWDQ\WLPHGLVWULEXWHWRDQ\FKLOGRIPLQHDSRUWLRQRIWKHSULQFLSDORIWKLV
WUXVWWRHQDEOHVXFKFKLOGWRPDUU\WRHQWHULQWRDWUDGHSURIHVVLRQRUEXVLQHVVWR
SXUFKDVHDKRPHRUIRUVLPLODUSXUSRVHVLIWKH7UXVWHHGHHPVVXFKGLVWULEXWLRQWREHLQ
WKHEHVWLQWHUHVWRIVXFKFKLOG$Q\GLVWULEXWLRQWRVXFKFKLOGXQGHUWKLVSDUDJUDSKVKDOO
EHGHGXFWHGZLWKRXWLQWHUHVWIURPWKHVKDUHRIVXFKFKLOGRUKLVRUKHUGHVFHQGDQWVRQWKH
GLYLVLRQRIWKLVWUXVWLQWRVHSDUDWHVKDUHVEXWWKH7UXVWHHVKDOOQRWEHOLDEOHLIWKHVKDUHRI
VXFKFKLOGRUKLVRUKHUGHVFHQGDQWVUHPDLQLQJRQVXFKGLYLVLRQLVQRWVXIILFLHQWWRFRYHU
DQ\VXFKDGYDQFH
J 6SRXVH¶V/LPLWHG3RZHUWR$SSRLQW0\VSRXVHVKDOOKDYHWKHSRZHUE\
LQVWUXPHQWLQZULWLQJVLJQHGE\P\VSRXVHDQGGHOLYHUHGWRWKH7UXVWHHRUDWGHDWKE\
ODVWZLOODQGWHVWDPHQWPDNLQJH[SUHVVUHIHUHQFHWRWKLVSRZHUWRGLUHFWWKDWDQ\SDUWRU
DOORIWKHSURSHUW\LQWKLVWUXVWEHGLVWULEXWHGWRRUIRUWKHEHQHILWRIDQ\GHVFHQGDQWRI
PLQHDQGLQVXFKPDQQHULQWUXVWRURWKHUZLVHDVP\VSRXVHPD\LQVXFKLQVWUXPHQW
GLUHFWSURYLGHGWKDWP\VSRXVHVKDOOKDYHQRSRZHUWRDSSRLQWDQ\RIVDLGSURSHUW\WRP\
VSRXVHWRP\VSRXVH¶VHVWDWHWRP\VSRXVH¶VFUHGLWRUVRUWRWKHFUHGLWRUVRIP\VSRXVH¶V
HVWDWH
K 7UXVWVIRU'HVFHQGDQWV$Q\SURSHUW\UHPDLQLQJLQWKLVWUXVWDWWKHODWHURIP\
GHDWKDQGWKHGHDWKRIP\VSRXVHDQGQRWHIIHFWLYHO\DSSRLQWHGE\P\VSRXVHVKDOOEH
GLYLGHGDPRQJP\GHVFHQGDQWVWKHQOLYLQJSHUVWLUSHVDQGWKH7UXVWHHVKDOOKROGWKH
UHVXOWLQJVKDUHRIHDFKVXFKGHVFHQGDQWLQDVHSDUDWHWUXVWIRUWKHSULPDU\EHQHILWRIVXFK
GHVFHQGDQWDVKHUHLQDIWHUVHWIRUWKSURYLGHGWKDWLIWKHLQFOXVLRQUDWLRRIWKLVWUXVWIRU
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JHQHUDWLRQVNLSSLQJWUDQVIHUWD[SXUSRVHVLV]HURVXFKGLYLVLRQVKDOOEHSRVWSRQHGXQWLO
QRWKHQOLYLQJFKLOGRIPLQHLVOHVVWKDQWZHQW\ILYH  \HDUVRIDJH LQZKLFKHYHQWWKH
GLYLVLRQVKDOOEHDPRQJP\GHVFHQGDQWVOLYLQJDWWKHWLPHRIGLYLVLRQSHUVWLUSHV 
'XULQJDQ\SHULRGRISRVWSRQHPHQWWKHWUXVWVKDOOEHKHOGPDQDJHGDQGGLVWULEXWHGDV
SURYLGHGE\WKHSUHFHGLQJSURYLVLRQVRIWKLV,WHP
 ,QFRPH'LVWULEXWLRQV7KH7UXVWHHPD\GLVWULEXWHVXFKSDUWDOORUQRQHRIWKHQHW
LQFRPHRIHDFKVXFKVHSDUDWHWUXVWFXUUHQWO\WRRUIRUWKHEHQHILWRIWKHGHVFHQGDQWIRU
ZKRVHSULPDU\EHQHILWVXFKWUXVWLVFUHDWHGDQGKLVRUKHUGHVFHQGDQWVIURPWLPHWRWLPH
OLYLQJLQVXFKDPRXQWVDQGSURSRUWLRQVDPRQJWKHPDVWKH7UXVWHHLQLWVVROHGLVFUHWLRQ
VKDOOGHHPEHVWWDNLQJLQWRFRQVLGHUDWLRQDQ\RWKHUDYDLODEOHUHVRXUFHVWKH\RUDQ\RI
WKHPPD\KDYHWRWKHNQRZOHGJHRIWKH7UXVWHH$Q\LQFRPHQRWGLVWULEXWHGFXUUHQWO\
VKDOOEHDFFXPXODWHGDQGDGGHGWRWKHSULQFLSDORIWKHWUXVWIURPZKLFKLWZDVJHQHUDWHG
 3ULQFLSDO'LVWULEXWLRQV7KH7UXVWHHPD\DOVRHQFURDFKRQWKHSULQFLSDORIHDFKVXFK
VHSDUDWHWUXVWLQVXFKDPRXQWVDVLWPD\GHHPQHFHVVDU\LQLWVMXGJPHQWWRSURYLGHIRUWKH
VXSSRUWLQUHDVRQDEOHFRPIRUWDQGHGXFDWLRQRIWKHGHVFHQGDQWIRUZKRVHSULPDU\EHQHILW
VXFKWUXVWLVFUHDWHGDQGKLVRUKHUGHVFHQGDQWVIURPWLPHWRWLPHOLYLQJWDNLQJLQWR
FRQVLGHUDWLRQDQ\RWKHUDYDLODEOHUHVRXUFHVWKH\RUDQ\RIWKHPPD\KDYHWRWKH
NQRZOHGJHRIWKH7UXVWHH
 $GGLWLRQDO3ULQFLSDO'LVWULEXWLRQV7KH7UXVWHHPD\DOVRGLVWULEXWHWRDQ\
GHVFHQGDQWIRUZKRVHSULPDU\EHQHILWDWUXVWLVFUHDWHGKHUHXQGHUIURPWKHWUXVWRIVXFK
GHVFHQGDQWDSRUWLRQRIWKHSULQFLSDOWRHQDEOHVXFKGHVFHQGDQWWRPDUU\WRHQWHULQWRD
WUDGHSURIHVVLRQRUEXVLQHVVWRSXUFKDVHDKRPHRUIRUVLPLODUSXUSRVHVLIWKH7UXVWHH
GHHPVVXFKGLVWULEXWLRQWREHLQWKHEHVWLQWHUHVWRIVXFKGHVFHQGDQW
 3RZHUVWR$SSRLQW(DFKRIP\GHVFHQGDQWVIRUZKRVHSULPDU\EHQHILWDWUXVWLV
FUHDWHGKHUHXQGHUVKDOOKDYHWKHSRZHUE\LQVWUXPHQWLQZULWLQJVLJQHGE\KLPRUKHUDQG
GHOLYHUHGWRWKH7UXVWHHRUDWGHDWKE\ODVWZLOODQGWHVWDPHQWPDNLQJH[SUHVVUHIHUHQFH
WRWKLVSRZHUWRGLUHFWWKDWDQ\SDUWRUDOORIKLVRUKHUWUXVWEHGLVWULEXWHGWRRUIRUWKH
EHQHILWRIDQ\RIKLVRUKHUGHVFHQGDQWVDQGLQVXFKPDQQHULQWUXVWRURWKHUZLVHDVVXFK
SRZHUKROGHUVKDOOVRGLUHFWSURYLGHGWKDWLQQRHYHQWVKDOOWKLVSRZHUEHH[HUFLVDEOHWR
DSSRLQWDQ\RIVDLGSURSHUW\WRWKHSRZHUKROGHUWRKLVRUKHUHVWDWHWRKLVRUKHU
FUHGLWRUVRUWRWKHFUHGLWRUVRIKLVRUKHUHVWDWHH[FHSWWKDWLIXSRQWKHGHDWKRIWKHSRZHU
KROGHUDQ\RIWKHWUXVWSURSHUW\ZRXOGRWKHUZLVHEHGLVWULEXWDEOHWRSHUVRQVZKRDUH
DVVLJQHGIRUJHQHUDWLRQVNLSSLQJWUDQVIHUWD[SXUSRVHVWR\RXQJHUJHQHUDWLRQVWKDQWKDW
RIWKHSRZHUKROGHUWKHQKLVRUKHUWHVWDPHQWDU\SRZHUVKDOODOVREHH[HUFLVDEOHLQIDYRU
RIKLVRUKHUHVWDWH
 7HUPLQDWLRQ'LVWULEXWLRQV,IDQGZKHQDGHVFHQGDQWIRUZKRVHSULPDU\EHQHILWD
WUXVWLVFUHDWHGKHUHXQGHUKDVDWWDLQHGWZHQW\ILYH  \HDUVRIDJHWKH7UXVWHHVKDOO
GLVWULEXWHWRVXFKGHVFHQGDQWRQHWKLUG  RIWKHSURSHUW\WKHQLQWKHWUXVWRIVXFK
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GHVFHQGDQWDQGLIDQGZKHQVXFKGHVFHQGDQWKDVDWWDLQHGWKLUW\  \HDUVRIDJHWKH
7UXVWHHVKDOOGLVWULEXWHWRVXFKGHVFHQGDQWRQHKDOI  RIWKHSURSHUW\WKHQLQWKHWUXVW
RIVXFKGHVFHQGDQWDQGLIDQGZKHQVXFKGHVFHQGDQWKDVDWWDLQHGWKLUW\ILYH  \HDUVRI
DJHWKH7UXVWHHVKDOOGLVWULEXWHWRVXFKGHVFHQGDQWDOORIWKHSURSHUW\WKHQLQWKHWUXVWRI
VXFKGHVFHQGDQW
 'LVWULEXWLRQDW'HDWK8SRQWKHGHDWKRIDGHVFHQGDQWIRUZKRVHSULPDU\EHQHILWD
WUXVWLVFUHDWHGKHUHXQGHUDQ\SURSHUW\UHPDLQLQJLQVXFKWUXVWDQGQRWGLVWULEXWHGE\WKH
H[HUFLVHRIWKHSRZHUVRIDSSRLQWPHQWFRQIHUUHGDERYHVKDOOEHGLYLGHGSHUVWLUSHVLQWR
VHSDUDWHWUXVWVIRUKLVRUKHUVXUYLYLQJGHVFHQGDQWVLIDQ\DQGLIQRQHVKDOOEHGLYLGHG
SHUVWLUSHVLQWRVHSDUDWHWUXVWVIRUWKHVXUYLYLQJGHVFHQGDQWVRIPLQHZKRDUHGHVFHQGHG
IURPKLVRUKHUQHDUHVWDQFHVWRUZLWKVXUYLYLQJGHVFHQGDQWVRIPLQH(DFKVXFKWUXVW
VKDOOEHGHHPHGKHOGIRUWKHSULPDU\EHQHILWRIWKHGHVFHQGDQWRIPLQHIRUZKRPLWLV
FUHDWHGZLWKLQWKHPHDQLQJRIWKDWSKUDVHDQGVLPLODUH[SUHVVLRQVZKHUHYHUXVHGLQWKLV
,WHPDQGVKDOOEHPDQDJHGDQGGLVWULEXWHGDFFRUGLQJO\
L )DLOXUHRI%HQHILFLDULHV,IDWDQ\WLPHEHIRUHWKHILQDOGLVWULEXWLRQRIWKLVWUXVWDOORI
WKHEHQHILFLDULHVKHUHLQQDPHGRUGHVFULEHGVKRXOGGLHDQGWKHUHVKRXOGEHQREHQHILFLDU\
WRWDNHWKHSURSHUW\RUWKHLQFRPHWKHUHIURPWKHQWKHSURSHUW\UHPDLQLQJLQWKHWUXVW
VKDOOEHGLVWULEXWHGDPRQJWKHSHUVRQVZKRZRXOGKDYHEHHQHQWLWOHGWKHUHWRXQGHUWKH
ODZVRIGHVFHQWDQGGLVWULEXWLRQRIWKH6WDWHRI*HRUJLDLI,KDGGLHGLQWHVWDWHDWWKDWWLPH
RZQLQJVXFKSURSHUW\LQIHHVLPSOH
,7(09
:LWKGUDZDO5LJKWV
1RWZLWKVWDQGLQJDQ\RWKHUSURYLVLRQWRWKHFRQWUDU\KHUHLQ
D :LWKGUDZDO5LJKWRI6SRXVH$IWHUHDFKGLUHFWRULQGLUHFWWUDQVIHUWRWKLVWUXVW
ZKLFKLVWUHDWHGDVDJLIWXQGHUWKHIHGHUDOJLIWWD[ODZP\VSRXVHVKDOOKDYHWKHDEVROXWH
ULJKWDQGSRZHULIWKHQOLYLQJDQGPDUULHGWRPHWRZLWKGUDZIURPWKLVWUXVWDQDPRXQW
HTXDOWRWKHOHVVHURI L )LYH7KRXVDQG'ROODUV  PLQXVWKHWRWDORIWKHDPRXQWV
ZKLFKZHUHVXEMHFWWRWKHZLWKGUDZDOULJKWRIP\VSRXVHLQFRQQHFWLRQZLWKSUHYLRXV
WUDQVIHUVWRWKHWUXVWGXULQJWKHVDPHFDOHQGDU\HDURU LL WKHDPRXQWRIVXFKWUDQVIHU
E :LWKGUDZDO5LJKWVRI&KLOGUHQ,IWKHDPRXQWRIDQ\VXFKWUDQVIHUWRWKLVWUXVW
H[FHHGVWKHDPRXQWVXEMHFWWRWKHZLWKGUDZDOULJKWRIP\VSRXVHHDFKWKHQOLYLQJFKLOG
RIPLQHVKDOOKDYHWKHDEVROXWHULJKWDQGSRZHUWRZLWKGUDZIURPWKLVWUXVWDQDPRXQW
HTXDOWRWKHOHVVHURI L )LYH7KRXVDQG'ROODUV  PLQXVWKHWRWDORIWKHDPRXQWV
ZKLFKZHUHVXEMHFWWRWKHZLWKGUDZDOULJKWRIVXFKFKLOGLQFRQQHFWLRQZLWKSUHYLRXV
WUDQVIHUVWRWKHWUXVWGXULQJWKHVDPHFDOHQGDU\HDURU LL WKHH[FHVVRIWKHDPRXQWRI
VXFKWUDQVIHURYHUWKHDPRXQWVXEMHFWWRWKHZLWKGUDZDOULJKWRIP\VSRXVHGLYLGHGE\
WKHQXPEHURIP\WKHQOLYLQJFKLOGUHQ
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F :LWKGUDZDO5LJKWVRI&KLOGUHQ¶V'HVFHQGDQWV,IWKHDPRXQWRIDQ\VXFKWUDQVIHU
WRWKLVWUXVWH[FHHGVWKHDPRXQWVXEMHFWWRWKHZLWKGUDZDOULJKWVRIP\VSRXVHDQG
FKLOGUHQHDFKWKHQOLYLQJGHVFHQGDQWRIDQ\FKLOGRIPLQHVKDOOKDYHWKHDEVROXWHULJKW
DQGSRZHUWRZLWKGUDZIURPWKLVWUXVWDQDPRXQWHTXDOWRWKHOHVVHURI L )LYH7KRXVDQG
'ROODUV  PLQXVWKHWRWDORIWKHDPRXQWVZKLFKZHUHVXEMHFWWRWKHZLWKGUDZDO
ULJKWRIVXFKGHVFHQGDQWLQFRQQHFWLRQZLWKSUHYLRXVWUDQVIHUVWRWKHWUXVWGXULQJWKHVDPH
FDOHQGDU\HDURU LL VXFKGHVFHQGDQW VVKDUH GHWHUPLQHGE\DOORFDWLRQRQDSHUVWLUSHV
EDVLVDPRQJWKHWKHQOLYLQJGHVFHQGDQWVRIP\WKHQOLYLQJDQGGHFHDVHGFKLOGUHQPDNLQJ
UHIHUHQFHWRPHDVFRPPRQDQFHVWRU RIWKHH[FHVVRIWKHDPRXQWRIVXFKWUDQVIHURYHU
WKHDPRXQWVXEMHFWWRWKHZLWKGUDZDOULJKWVRIP\VSRXVHDQGFKLOGUHQ
G 1RWLILFDWLRQ:KHQHYHUDQ\WUDQVIHULVPDGHWKDWJLYHVULVHWRDZLWKGUDZDOULJKW
XQGHUWKLV,WHPWKH7UXVWHHXSRQUHFHLSWRIWKHWUDQVIHUUHGSURSHUW\VKDOOJLYHSURPSW
ZULWWHQQRWLFHRIVXFKWUDQVIHUDQGVXFKZLWKGUDZDOULJKWWRHDFKSHUVRQZKRKDVVXFK
ULJKWRULIDQ\VXFKSHUVRQLVXQGHUDOHJDOGLVDELOLW\WRWKHSHUVRQDXWKRUL]HGWR
UHSUHVHQWKLPRUKHUXQGHUWKHVHSDUDWHSURYLVLRQRIWKLVDJUHHPHQWUHODWLQJWR
UHSUHVHQWDWLRQRISHUVRQVXQGHUOHJDOGLVDELOLW\$Q\KROGHURIDZLWKGUDZDOULJKWRU
SHUVRQDXWKRUL]HGWRUHSUHVHQWVXFKKROGHUZKRLVWKHQDFWLQJDVD7UXVWHHRIWKLVWUXVW
VKDOOEHGHHPHGDXWRPDWLFDOO\WRKDYHUHFHLYHGWKHQRWLFHUHTXLUHGWREHJLYHQE\WKH
7UXVWHHXQGHUWKLV,WHP
H ([HUFLVH$Q\KROGHURIDZLWKGUDZDOULJKWRUSHUVRQDXWKRUL]HGWRUHSUHVHQWVXFK
KROGHULIKHRUVKHLVXQGHUDOHJDOGLVDELOLW\PD\H[HUFLVHVXFKULJKWE\GHOLYHULQJD
ZULWWHQLQVWUXPHQWWRWKH7UXVWHHDWDQ\WLPHRQRUEHIRUHWKHWKLUWLHWK WK GD\DIWHU
UHFHLYLQJQRWLFHRIWKHWUDQVIHUWRWKHWUXVWWKDWJLYHVULVHWRWKHZLWKGUDZDOULJKWDV
SURYLGHGKHUHLQDERYHRUWKHODVWGD\RIWKHFDOHQGDU\HDURIVXFKWUDQVIHUZKLFKHYHULV
HDUOLHU
I 6DWLVIDFWLRQ8SRQUHFHLSWRIDZULWWHQLQVWUXPHQWRIZLWKGUDZDOWKH7UXVWHHVKDOO
IRUWKZLWKGLVWULEXWHRXWRIWKHWUXVWWKHDPRXQWQHFHVVDU\WRVDWLVI\WKHZLWKGUDZDOULJKW
DQGIRUWKLVSXUSRVHWKH7UXVWHHVKDOOUHWDLQLQWKHWUXVWVXIILFLHQWWUDQVIHUDEOHDVVHWVWR
VDWLVI\DQ\RXWVWDQGLQJDQGH[HUFLVDEOHZLWKGUDZDOULJKWV7KH7UXVWHHLQVDWLVI\LQJDQ\
ZLWKGUDZDOULJKWPD\GLVWULEXWHFDVKRURWKHUSURSHUW\RIWKHWUXVWLQFOXGLQJDVKDUHRI
WKHLQWHUHVWRIWKHWUXVWLQDQ\LQVXUDQFHSROLF\DQGWKH7UXVWHHPD\ERUURZDJDLQVWWKH
FDVKYDOXHRIDQ\SROLF\WRREWDLQFDVKIRUVXFKGLVWULEXWLRQ
J /DSVH7RWKHH[WHQWWKDWDZLWKGUDZDOULJKWKDVQRWEHHQH[HUFLVHGE\DWLPHO\
GHOLYHU\RIDZULWWHQLQVWUXPHQWWRWKH7UXVWHHDVVSHFLILHGDERYHVXFKZLWKGUDZDOULJKW
VKDOOODSVHDQGP\VSRXVHDQGGHVFHQGDQWVVKDOOIRUHYHUFHDVHWRKDYHDQ\IXUWKHU
ZLWKGUDZDOULJKWZLWKUHVSHFWWRWKHWUDQVIHUWRWKHWUXVWZKLFKJDYHULVHWRWKHZLWKGUDZDO
ULJKW
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K 5LJKWRI7UDQVIHURUWR9DU\1RWZLWKVWDQGLQJWKHIRUHJRLQJSURYLVLRQVRIWKLV
,WHPDQ\WUDQVIHURUVKDOOKDYHWKHULJKWE\ZULWWHQLQVWUXPHQWGHOLYHUHGWRWKH7UXVWHHDW
RUEHIRUHWKHWLPHRIWKHWUDQVIHUEXWQRWWKHUHDIWHU L WRH[FOXGHDQ\SHUVRQZKRZRXOG
RWKHUZLVHKDYHDZLWKGUDZDOULJKWKHUHXQGHUIURPH[HUFLVLQJLWZLWKUHVSHFWWRVXFK
WUDQVIHU LL WRLQFUHDVHRUGHFHDVHWKHDPRXQWVXEMHFWWRVXFKZLWKGUDZDOULJKWZLWK
UHVSHFWWRVXFKWUDQVIHURU LLL WRFKDQJHWKHSHULRGGXULQJZKLFKDQ\ZLWKGUDZDOULJKW
PD\EHH[HUFLVHGZLWKUHVSHFWWRVXFKWUDQVIHU
,7(09,
7UXVWHHV
D *HQHUDO'XULQJP\OLIHWLPHWKHLQGLYLGXDO7UXVWHHQDPHGKHUHLQRUDQ\VXFFHVVRU
WKHUHWRVKDOODFWDVWKHVROH7UXVWHHRIWKLVWUXVWDQGDIWHUP\GHDWKWKHFRUSRUDWH
7UXVWHHQDPHGKHUHLQRUDQ\VXFFHVVRUWKHUHWRVKDOODFWDVWKHVROH7UXVWHHRIWKLVWUXVW
E ,QGLYLGXDO7UXVWHH,DSSRLQWP\VSRXVHDVWKHLQGLYLGXDO7UXVWHHRIWKLVWUXVW$Q\
LQGLYLGXDO7UXVWHHPD\DWDQ\WLPHUHVLJQDVLQGLYLGXDO7UXVWHHE\LQVWUXPHQWLQZULWLQJ
GHOLYHUHGWRPHDQGWRWKHFRUSRUDWH7UXVWHH$Q\UHVLJQLQJLQGLYLGXDO7UXVWHHVKDOO
DFFRXQWWRWKHVXFFHVVRU7UXVWHHRIWKLVWUXVWDVSURYLGHGLQ6HFWLRQ E RIWKH
*HRUJLD&RGH
F 6XFFHVVRU,QGLYLGXDO7UXVWHH6KRXOGDQ\YDFDQF\RFFXULQWKHRIILFHRIWKH
LQGLYLGXDO7UXVWHHGXULQJP\OLIHWLPHWKHQWKHVXFFHVVRULQGLYLGXDO7UXVWHHVKDOOEHWKH
LQGLYLGXDOZKRP,VKDOODSSRLQWE\LQVWUXPHQWLQZULWLQJGHOLYHUHGWRWKHSUHGHFHVVRU
LQGLYLGXDO7UXVWHH LQFDVHRIWKHUHVLJQDWLRQRIVXFKSUHGHFHVVRU WRWKHVXFFHVVRU
LQGLYLGXDO7UXVWHHDQGWRWKHFRUSRUDWH7UXVWHH6KRXOG,IRUDQ\UHDVRQIDLOWRDSSRLQWD
VXFFHVVRULQGLYLGXDO7UXVWHHZLWKLQWKLUW\  GD\VWKHQWKHVXFFHVVRULQGLYLGXDO7UXVWHH
VKDOOEHDSSRLQWHGE\DQ\FRXUWKDYLQJMXULVGLFWLRQRYHUWKLVWUXVWXSRQDSSOLFDWLRQRIDQ\
SHUVRQLQWHUHVWHGLQWKHWUXVWRUXSRQWKHDSSOLFDWLRQRIWKHUHWLULQJLQGLYLGXDO7UXVWHHRU
VXFKUHWLULQJ7UXVWHH¶VSHUVRQDOUHSUHVHQWDWLYH,QQRHYHQWVKDOO,EHDSSRLQWHGVXFFHVVRU
LQGLYLGXDO7UXVWHHRIWKLVWUXVW
G &RUSRUDWH7UXVWHH,DSSRLQW68175867%$1.DVWKHFRUSRUDWH7UXVWHHRIWKLV
WUXVW:KHUHYHU68175867%$1.LVQDPHGKHUHLQLWVKDOOEHGHHPHGWRLQFOXGHDQ\
EDQNRUWUXVWFRPSDQ\LQWRZKLFK68175867%$1.PD\KHUHDIWHUEHPHUJHGRU
FRQVROLGDWHG
H &KDQJHRI7UXVWHHDW*UDQWRU¶V'HDWK8SRQP\GHDWKWKHLQGLYLGXDO7UXVWHH
VKDOOGHOLYHUWKHWUXVWSURSHUW\LQFOXGLQJDQ\SURSHUW\SD\DEOHWRVXFK7UXVWHHE\UHDVRQ
RIP\GHDWKWRWKHFRUSRUDWH7UXVWHHZKLFKPD\DVVXPHIRUDOOSXUSRVHVWKDWWKHDVVHWV
VRGHOLYHUHGFRQVWLWXWHDOOWKHDVVHWVLWLVHQWLWOHGWRKROGDV7UXVWHHKHUHXQGHUDQGZKLFK
PD\DFFHSWVXFKDVVHWVLQWKHFRQGLWLRQGHOLYHUHGWRLWE\WKHLQGLYLGXDO7UXVWHH
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I 1R$XGLW5HTXLUHG6XFFHVVRU¶V3RZHUV1RVXFFHVVRU7UXVWHHVKDOOEHUHTXLUHGWR
LQTXLUHLQWRRUDXGLWWKHDFWVRUGRLQJVRIDQ\SUHGHFHVVRU7UXVWHHRUWRPDNHDQ\FODLP
DJDLQVWDQ\VXFKSUHGHFHVVRURUKLVRUKHUHVWDWH$Q\VXFFHVVRU7UXVWHHVKDOOKDYHDQG
PD\H[HUFLVHDOORIWKHSRZHUVSULYLOHJHVLPPXQLWLHVDQGH[HPSWLRQVKHUHLQFRQIHUUHG
RQWKH7UXVWHHDVIXOO\DQGWRWKHVDPHH[WHQWDVLIVXFKVXFFHVVRUKDGRULJLQDOO\EHHQ
QDPHGDV7UXVWHHKHUHLQ
J &RPSHQVDWLRQ$QLQGLYLGXDO7UXVWHHVHUYLQJKHUHXQGHUVKDOOQRWUHFHLYH
FRPSHQVDWLRQIRUVXFKVHUYLFHVEXWVKDOOEHUHLPEXUVHGIRURXWRISRFNHWH[SHQVHV
UHDVRQDEO\LQFXUUHGLQWKHDGPLQLVWUDWLRQRIDQ\WUXVWFUHDWHGKHUHXQGHU68175867
%$1.VKDOOUHFHLYHDVFRPSHQVDWLRQIRULWVVHUYLFHVDV7UXVWHHWKHIHHVLWQRUPDOO\
FKDUJHVWRVLPLODUWUXVWVXQGHULWVUHJXODUO\SXEOLVKHGIHHVFKHGXOHDVWKHVDPHPD\IURP
WLPHWRWLPHEHDPHQGHG68175867%$1.RUDQ\RILWVDIILOLDWHVPD\DOVRUHFHLYH
DQGUHWDLQIRULWVRZQXVHDQ\FRPPLVVLRQRURWKHUFRPSHQVDWLRQZKLFKPD\EHGXHLWLQ
FRQQHFWLRQZLWKDQ\LQVXUDQFHSROLF\ZKLFKLVDQDVVHWRIWKLVWUXVWDQGVKDOOQRWEHKHOG
WKHUHE\WRKDYHEUHDFKHGDQ\GXW\DULVLQJLQFRQQHFWLRQZLWKWKLVWUXVW
K 5HVLJQDWLRQRI&RUSRUDWH7UXVWHH7KHFRUSRUDWH7UXVWHHPD\DWDQ\WLPHUHVLJQ
E\LQVWUXPHQWLQZULWLQJVLJQHGE\VXFK7UXVWHHDQGGHOLYHUHGWRWKHSHUVRQVWKHQHOLJLEOH
WRUHFHLYHLQFRPHIURPWKHWUXVWVFUHDWHGKHUHXQGHU$Q\UHVLJQLQJFRUSRUDWH7UXVWHH
VKDOODFFRXQWWRWKHVXFFHVVRU7UXVWHHLIDQ\DVSURYLGHGLQ6HFWLRQ E RIWKH
*HRUJLD&RGH
L $SSRLQWPHQWRI6XFFHVVRU&RUSRUDWH7UXVWHH,IDWDQ\WLPHDIWHUP\GHDWKD
YDFDQF\RFFXUVLQWKHRIILFHRI7UXVWHHRIDQ\WUXVWFUHDWHGKHUHXQGHUDQGWKHUHLVQR
RWKHUSURYLVLRQIRUDSSRLQWLQJDVXFFHVVRUWKHSHUVRQVZKRDUHWKHQHOLJLEOHWRUHFHLYH
LQFRPHIURPVXFKWUXVWVKDOOZLWKLQVL[W\  GD\VDIWHUVXFKRIILFHEHFRPHVYDFDQW
DSSRLQWDVXFFHVVRU7UXVWHHE\ZULWWHQLQVWUXPHQWGHOLYHUHGWRWKHUHWLULQJ7UXVWHHDQGWR
WKH7UXVWHHEHLQJDSSRLQWHG6KRXOGVXFKSHUVRQVIDLORUUHIXVHWRDSSRLQWDVXFFHVVRU
ZLWKLQVL[W\  GD\VWKHQVXFKVXFFHVVRUVKDOOEHDSSRLQWHGE\DQ\FRXUWKDYLQJ
MXULVGLFWLRQRYHUVXFKWUXVWXSRQDSSOLFDWLRQRIDQ\SHUVRQLQWHUHVWHGLQVXFKWUXVWRU
XSRQDSSOLFDWLRQRIWKHUHWLULQJ7UXVWHH$Q\VXFFHVVRU7UXVWHHDSSRLQWHGXQGHUWKLV
SDUDJUDSKVKDOOEHDEDQNRUWUXVWFRPSDQ\ZLWKWUXVWSRZHUVDQGWKHQDGPLQLVWHULQJWUXVW
DVVHWV ZKHQFRPELQHGZLWKWUXVWDVVHWVPDQDJHGE\RWKHUHQWLWLHVWKDWFRQWURODUH
FRQWUROOHGE\RUDUHXQGHUFRPPRQFRQWUROZLWKVXFKEDQNRUWUXVWFRPSDQ\ RIDWOHDVW
)LYH+XQGUHG0LOOLRQ'ROODUV  
M 6LWXV7KHRULJLQDOVLWXVRIDGPLQLVWUDWLRQRIWKHWUXVWVFUHDWHGKHUHXQGHUVKDOOEH
*HRUJLD7KH7UXVWHHPD\KRZHYHUDWDQ\WLPHDQGIURPWLPHWRWLPHPRYHWKHVLWXVRI
DGPLQLVWUDWLRQRIDQ\VXFKWUXVWWRDQ\RWKHUVWDWHRIWKH8QLWHG6WDWHVLIWKH7UXVWHH
GHWHUPLQHVWKDWWKLVVWHSLVLQWKHEHVWLQWHUHVWVRIWKHEHQHILFLDULHVRIWKHVXEMHFWWUXVW
7KH7UXVWHHVKDOOJLYHSURPSWZULWWHQQRWLFHRIDQ\VXFKFKDQJHRIVLWXVWRWKHSHUVRQV
WKHQHOLJLEOHWRUHFHLYHLQFRPHIURPVXFKWUXVW,IWKHVLWXVRIDGPLQLVWUDWLRQRIDQ\WUXVW
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LVPRYHGWRDQRWKHUVWDWHWKHODZVRIWKHQHZVLWXVVKDOOJRYHUQWKHDGPLQLVWUDWLRQRI
VXFKWUXVWEXWWKHFRQVWUXFWLRQRIVXFKWUXVWDQGWKHULJKWVRIWKHEHQHILFLDULHVWKHUHRI
VKDOOFRQWLQXHWREHJRYHUQHGE\WKHODZVRI*HRUJLD
N 'LVFKDUJHRI7UXVWHHE\&RQVHQW:KLOH,UHFRJQL]HWKDW
6HFWLRQRIWKH*HRUJLD&RGHSURYLGHVDSURFHGXUHIRUDILQDODFFRXQWLQJDQG
MXGLFLDOGLVFKDUJHRIDWUXVWHHXSRQUHVLJQDWLRQUHPRYDOGHDWKRUWKHWHUPLQDWLRQRID
WUXVW,ZLVKWRSURYLGHDPRUHH[SHGLWLRXVDQGHFRQRPLFDOVHWWOHPHQWDOWHUQDWLYHWRD
MXGLFLDOSURFHHGLQJ7KHUHIRUH,GLUHFWWKDWLID7UXVWHHRIDQ\WUXVWFUHDWHGKHUHXQGHU
FHDVHVIRUDQ\UHDVRQWRVHUYHDVD7UXVWHHRURQWKHWHUPLQDWLRQRIDQ\VXFKWUXVWWKH
ZULWWHQFRQVHQWRIDOODYDLODEOHEHQHILFLDULHVRIVXFKWUXVWVKDOOVHWWOHLWVDFFRXQWDQG
UHOLHYHVXFK7UXVWHHIURPOLDELOLW\DVDJDLQVWDODWHUFODLPE\DQ\LQWHUHVWHGSDUW\
LQFOXGLQJWKRVHZKRZHUHXQERUQRUXQGHUDOHJDOGLVDELOLW\DWWKHWLPHRIVXFKFRQVHQW
WRWKHVDPHH[WHQWDVZRXOGDMXGLFLDOO\DSSURYHGILQDODFFRXQWLQJ$EHQHILFLDU\IRUWKH
SXUSRVHVRIWKLVSDUDJUDSKVKDOOPHDQDQ\LQGLYLGXDOOLYLQJDWWKHWLPHRIVXFKFRQVHQWRU
DQ\RUJDQL]DWLRQLQH[LVWHQFHDWVXFKWLPHZKRRUZKLFKDWDQ\WLPHGXULQJWKHSHULRGWR
ZKLFKVXFKVHWWOHPHQWUHODWHVZDVDGLVWULEXWHHRUSHUPLVVLEOHGLVWULEXWHHRILQFRPHRU
SULQFLSDORIVXFKWUXVWRUZKRRUZKLFKDWWKHWLPHRIVXFKFRQVHQWLVDTXDOLILHG
EHQHILFLDU\ZLWKLQWKHPHDQLQJRI6HFWLRQ  RIWKH*HRUJLD&RGH$
EHQHILFLDU\VKDOOEHGHHPHGWREHXQDYDLODEOHWRJLYHFRQVHQWLIWKH7UXVWHHLQJRRGIDLWK
GHWHUPLQHVWKDWVXFKEHQHILFLDU\LVQRWFRPSHWHQWRUDYDLODEOHZLWKLQDUHDVRQDEOHWLPH
IRUWKLVSXUSRVHSURYLGHGKRZHYHUWKDWLQFRQQHFWLRQZLWKDQ\VXFKFRQVHQWDQ
LQGLYLGXDOEHQHILFLDU\ZKRLVWKHQDPLQRURURWKHUZLVHXQGHUOHJDOGLVDELOLW\VKDOOEH
UHSUHVHQWHGE\WKHSHUVRQDXWKRUL]HGWRUHSUHVHQWKLPRUKHUXQGHUWKHVHSDUDWHSURYLVLRQ
RIWKLVDJUHHPHQWUHODWLQJWRUHSUHVHQWDWLRQRISHUVRQVXQGHUOHJDOGLVDELOLW\7KHFRQVHQW
RIDSHUVRQZKRVRUHSUHVHQWVDQRWKHUVKDOOEHELQGLQJDQGFRQFOXVLYHXSRQWKHSHUVRQ
UHSUHVHQWHGLUUHVSHFWLYHRIZKHWKHUWKHODWWHULVDZDUHRIWKHUHSUHVHQWDWLRQ
,7(09,,
)DPLO\'HILQLWLRQV
D &KLOGUHQDQG'HVFHQGDQWV5HIHUHQFHVLQWKLVDJUHHPHQWWRP\FKLOGFKLOGUHQ
GHVFHQGDQWRUGHVFHQGDQWVLQFOXGHWKRVHSHUVRQVLIDQ\QDPHGDVP\FKLOGUHQRU
RWKHUGHVFHQGDQWVHDUOLHULQWKLVDJUHHPHQWDQGWKHLUGHVFHQGDQWVDVGHILQHGLQWKH
UHPDLQLQJSRUWLRQRIWKLV,WHP:LWKUHVSHFWWRSHUVRQVRWKHUWKDQWKRVHSUHYLRXVO\
QDPHGLQFOXGLQJFKLOGUHQERUQWRRUDGRSWHGE\PHDIWHUWKHH[HFXWLRQRIWKLVDJUHHPHQW
WKHDIRUHVDLGWHUPVVKDOOUHIHUDWDQ\JLYHQWLPHRQO\WRSHUVRQVZKRTXDOLI\XQGHUWKH
UXOHVVHWIRUWKEHORZ
 $SHUVRQERUQLQZHGORFNRUDSHUVRQERUQRXWRIZHGORFNZKRVHSDUHQWVPDUULHG
HDFKRWKHUSULRUWRWKHWLPHRIUHIHUHQFHVKDOOEHFRQVLGHUHGDGHVFHQGDQWRIERWKRIKLV
RUKHUSDUHQWVDQGRIDQ\DQFHVWRURIHLWKHURIKLVRUKHUSDUHQWV

90

 $SHUVRQOHJDOO\DGRSWHGEHIRUHUHDFKLQJWKHDJHRIPDMRULW\VKDOOEHFRQVLGHUHGD
GHVFHQGDQWRIWKHDGRSWLQJSDUHQWRUSDUHQWVDQGRIDQ\DQFHVWRURIWKHDGRSWLQJSDUHQWRU
RIHLWKHURIWKHDGRSWLQJSDUHQWV
 $SHUVRQERUQRXWRIZHGORFNVKDOOEHFRQVLGHUHGDGHVFHQGDQWRIKLVRUKHU
ELRORJLFDOPRWKHUDQGRIDQ\DQFHVWRURIKLVRUKHUELRORJLFDOPRWKHU
 $SHUVRQERUQRXWRIZHGORFNVKDOOEHFRQVLGHUHGDGHVFHQGDQWRIKLVRUKHU
ELRORJLFDOIDWKHUDQGRIDQ\DQFHVWRURIKLVRUKHUELRORJLFDOIDWKHULIVXFKIDWKHUKDV
VSHFLILFDOO\GHFODUHGLQDVLJQHGZULWWHQLQVWUXPHQWWKDWVXFKSHUVRQLVKLVFKLOGRULIVXFK
SHUVRQLVHOLJLEOHWRLQKHULWIURPKLVRUKHUELRORJLFDOIDWKHUXQGHUWKHODZVRIGHVFHQWDQG
GLVWULEXWLRQRIWKH6WDWHRI*HRUJLDDVLQHIIHFWDWWKHWLPHRIUHIHUHQFH
E 6SRXVH,I,VKRXOGFHDVHWREHPDUULHGWRP\VSRXVHQDPHGDERYHSULRUWRP\
GHDWKP\VDLGVSRXVHVKDOOEHGHHPHGWRKDYHSUHGHFHDVHGPHIRUSXUSRVHVRI
GHWHUPLQLQJEHQHILFLDOLQWHUHVWVKHUHXQGHUDQGVKDOOEHGHHPHGWRKDYHUHVLJQHGDV
7UXVWHHKHUHXQGHURQWKHGDWHRQZKLFKZHFHDVHWREHPDUULHG
,7(09,,,
$FFRXQWLQJVDQG5HOLHIIURP%RQG
7KH7UXVWHHVKDOOQRWEHUHTXLUHGWRILOHDQ\LQYHQWRU\RUDSSUDLVDORUILOHDQQXDORURWKHU
UHWXUQVRUUHSRUWVWRDQ\FRXUWRUWRJLYHERQG'XULQJP\OLIHWLPHWKH7UXVWHHVKDOOQRW
EHUHTXLUHGWRIXUQLVKDQ\VWDWHPHQWVWRDQ\EHQHILFLDULHV RWKHUWKDQQRWLILFDWLRQVRI
ZLWKGUDZDOULJKWVDVSURYLGHGDERYH DQG,GLUHFWWKDWGXULQJP\OLIHWLPH L 6HFWLRQ
 D DQG E RIWKH*HRUJLD&RGHUHODWLQJWRUHSRUWVDQGDFFRXQWVWRTXDOLILHG
EHQHILFLDULHVDQGVXFFHVVRUILGXFLDULHVDQGDQ\RWKHUSURYLVLRQVRIRWKHUZLVHDSSOLFDEOH
ODZUHODWLQJWRSHULRGLFUHSRUWVRUDFFRXQWVWREHQHILFLDULHVDQG LL 6HFWLRQ D 
RIWKH*HRUJLD&RGHUHTXLULQJQRWLILFDWLRQWRTXDOLILHGEHQHILFLDULHVUHJDUGLQJWKH
H[LVWHQFHRIDWUXVWVKDOOQRWDSSO\ZLWKUHVSHFWWRDQ\WUXVWFUHDWHGKHUHXQGHUH[FHSWIRU
DUHVLJQLQJ7UXVWHH¶VREOLJDWLRQWRDFFRXQWWRWKHVXFFHVVRU7UXVWHHXQGHU6HFWLRQ
 E RIWKH*HRUJLD&RGH$IWHUP\GHDWKKRZHYHUWKH7UXVWHHVKDOODFFRXQWDQG
IXUQLVKUHTXHVWHGLQIRUPDWLRQDWWKHWLPHVLQWKHPDQQHUDQGWRWKHSHUVRQVUHTXLUHGE\
6HFWLRQRIWKH*HRUJLD&RGHEXW6HFWLRQ D RIWKH*HRUJLD&RGH
UHTXLULQJQRWLILFDWLRQWRTXDOLILHGEHQHILFLDULHVUHJDUGLQJWKHH[LVWHQFHRIDWUXVWVWLOO
VKDOOQRWDSSO\ZLWKUHVSHFWWRDQ\WUXVWFUHDWHGKHUHXQGHU,IWKH7UXVWHHGHHPVLW
DGYLVDEOHWRIXUQLVKWRDQ\EHQHILFLDU\ZKHWKHURUQRWTXDOLILHGLQIRUPDWLRQFRQFHUQLQJ
WKHDGPLQLVWUDWLRQRIWKHWUXVWEH\RQGWKHUHTXLUHGUHSRUWLQJWKH7UXVWHHPD\GRVR
SURYLGHGWKDWWKLVGLVFUHWLRQDU\DXWKRULW\VKDOOLQQRZD\LPSO\DQREOLJDWLRQRQWKHSDUW
RIWKH7UXVWHHWRSURYLGHRUDULJKWRQWKHSDUWRIDQ\VXFKEHQHILFLDU\WRUHFHLYHVXFK
LQIRUPDWLRQ
,7(0,;
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$GGLWLRQVWR7UXVW
,DVZHOODVRWKHUVVKDOOKDYHWKHULJKWDWDQ\WLPHWRDGGWRWKLVWUXVWE\GHSRVLWLQJ
DGGLWLRQDOSURSHUW\ZLWKWKH7UXVWHHKHUHXQGHUSURYLGHGVXFKSURSHUW\LVDFFHSWDEOHWR
WKH7UXVWHH$OOSURSHUW\VRGHSRVLWHGVKDOOEHKHOGPDQDJHGDQGGLVWULEXWHGE\WKH
7UXVWHHXQGHUWKHWHUPVDQGFRQGLWLRQVVHWRXWLQWKLVDJUHHPHQWXQOHVVWKHLQVWUXPHQWE\
ZKLFKVXFKSURSHUW\LVGHSRVLWHGRWKHUZLVHSURYLGHV
,7(0;
'LYHUVLILFDWLRQRI$VVHWV

,KDYHFRQILGHQFHLQWKHLQYHVWPHQWVWKDWKDYHEHHQRUZLOOEHGHSRVLWHG
KHUHXQGHUDQGQRFKDQJHQHHGEHPDGHE\WKH7UXVWHHLQWKHVHLQYHVWPHQWVIRUWKH
SXUSRVHRIFUHDWLQJDGLYHUVLW\RILQYHVWPHQWV7KH7UXVWHHPD\VHOORURWKHUZLVHGLVSRVH
RIVXFKLQYHVWPHQWVLIDQGWRWKHH[WHQWWKH7UXVWHHGHHPVVXFKVDOHRUGLVSRVLWLRQWREH
LQWKHEHVWLQWHUHVWRIDQ\WUXVWEXWWKH7UXVWHHVKDOOQRWEHUHTXLUHGWRVHOORURWKHUZLVH
GLVSRVHRIVXFKLQYHVWPHQWVDQGVKDOOQRWEHOLDEOHIRUIDLOLQJWRGRVR:LWKUHVSHFWWR
WKHLQYHVWPHQWVWKDWKDYHEHHQRUZLOOEHGHSRVLWHGKHUHXQGHUWKH7UXVWHHVKDOOEH
H[HPSWIURPDQG,KHUHE\ZDLYHDQ\GXW\RWKHUZLVHLPSRVHGE\6HFWLRQRI
WKH*HRUJLD&RGHRUE\DQ\RWKHUVWDWXWHRUSULQFLSOHRIODZWRPDQDJHWKHULVNRI
FRQFHQWUDWHGKROGLQJVE\GLYHUVLI\LQJRUE\XVLQJRWKHUPHFKDQLVPV
,7(0;,
5XOH$JDLQVW3HUSHWXLWLHV
D 9HVWLQJ$Q\WKLQJLQWKLVDJUHHPHQWWRWKHFRQWUDU\QRWZLWKVWDQGLQJDOOSURSHUW\RI
HYHU\WUXVWFUHDWHGKHUHLQDQGQRWRWKHUZLVHYHVWHGXQGHUDQ\SURYLVLRQKHUHRIVKDOOYHVW
LQDQGEHGLVWULEXWHGWRWKHSHUVRQVWKHQHQWLWOHGWRWKHLQFRPHIURPVXFKSURSHUW\DWWKH
H[SLUDWLRQRIWZHQW\RQH  \HDUVDIWHUWKHGHDWKRIWKHODVWVXUYLYLQJEHQHILFLDU\
KHUHXQGHUZKRZDVLQOLIHDWWKHGDWHRIWKHH[HFXWLRQRIWKLVDJUHHPHQW7KHSXUSRVHRI
WKLVSURYLVLRQLVWRSUHYHQWDQ\SRVVLEOHYLRODWLRQRIWKHUXOHDJDLQVWSHUSHWXLWLHVDQGWKLV
SURYLVLRQVKRXOGEHVRFRQVWUXHG
E 'LVFUHWLRQDU\'LVWULEXWLRQ,IWKHSHUVRQVWRUHFHLYHWKHLQFRPHIURPDQ\SURSHUW\
RUWKHDPRXQWRIVXFKLQFRPHWREHUHFHLYHGE\HDFKSHUVRQDUHWREHGHWHUPLQHGLQWKH
GLVFUHWLRQRIWKH7UXVWHHWKHQWKH7UXVWHHVKDOOGLVWULEXWHVXFKSURSHUW\DPRQJVXFKRI
WKHSHUVRQVWRZKRPWKH7UXVWHHLVDXWKRUL]HGWRGLVWULEXWHLQFRPHDQGLQVXFK
SURSRUWLRQVDVWKH7UXVWHHLQLWVGLVFUHWLRQVKDOOGHWHUPLQH
,7(0;,,
3RZHUVDQG$GPLQLVWUDWLRQ
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D 3RZHUV,QWKHPDQDJHPHQWFDUHDQGGLVSRVLWLRQRIWKLVWUXVWWKH7UXVWHHDQGWKH
7UXVWHH¶VVXFFHVVRUVLQRIILFHVKDOOKDYHWKHSRZHUWRGRDOOWKLQJVDQGWRH[HFXWHVXFK
LQVWUXPHQWVDVPD\EHGHHPHGQHFHVVDU\RUSURSHULQFOXGLQJWKHIROORZLQJSRZHUVDOORI
ZKLFKPD\EHH[HUFLVHGZLWKRXWRUGHURIRUUHSRUWWRDQ\FRXUW
 6DOH7RVHOOH[FKDQJHRURWKHUZLVHGLVSRVHRIDQ\SURSHUW\DWDQ\WLPHKHOGRU
DFTXLUHGKHUHXQGHUDWSXEOLFRUSULYDWHVDOHIRUFDVKRURQWHUPVZLWKRXWDGYHUWLVHPHQW
LQFOXGLQJWKHULJKWWROHDVHIRUDQ\WHUPQRWZLWKVWDQGLQJWKHSHULRGRIWKHWUXVWDQGWR
JUDQWRSWLRQV LQFOXGLQJZULWLQJFRYHUHGFDOORSWLRQV WREX\IRUDQ\SHULRGLQFOXGLQJD
SHULRGEH\RQGWKHGXUDWLRQRIWKHWUXVW
 ,QYHVWPHQW7RLQYHVWDOOPRQLHVLQVXFKVWRFNVERQGVVHFXULWLHVLQYHVWPHQW
FRPSDQ\RUWUXVWVKDUHVPRUWJDJHVQRWHVFKRVHVLQDFWLRQUHDOHVWDWHLPSURYHPHQWV
WKHUHRQLQWHUHVWVLQSDUWQHUVKLSVOLPLWHGOLDELOLW\FRPSDQLHVDQGRWKHUHQWLWLHV LQFOXGLQJ
LQWHUHVWVLQLQYHVWPHQWFRPSDQLHVRUWUXVWVDQGLQFROOHFWLYHRUFRPPLQJOHGLQYHVWPHQW
IXQGVRIIHUHGRUDGYLVHGE\RUWKURXJKWKHFRUSRUDWH7UXVWHHRUDQ\RILWVDIILOLDWHVDQG
LQWHUHVWVLQDQ\HQWLW\WRZKLFKWKHFRUSRUDWH7UXVWHHRUDQ\RILWVDIILOLDWHVUHQGHUV
LQYHVWPHQWDGYLFHRURWKHUVHUYLFHVIRUFRPSHQVDWLRQ DQGRWKHUSURSHUW\RIDQ\NLQG
UHDORUSHUVRQDODVWKH7UXVWHHPD\GHHPEHVWZLWKRXWUHJDUGWRDQ\ODZRUUHJXODWLRQ
QRZRUKHUHDIWHULQIRUFHOLPLWLQJLQYHVWPHQWVRIILGXFLDULHVRUWKHIDFWWKDWDVHFXULW\LV
SXUFKDVHGIURPDQXQGHUZULWLQJV\QGLFDWHWKDWLQFOXGHVWKH7UXVWHHRUDQDIILOLDWHRIWKH
7UXVWHHDVDPHPEHURUWKDWWKHVHFXULW\ZDVXQGHUZULWWHQE\VXFKDV\QGLFDWHDQGLV
SXUFKDVHGIURPDPHPEHURIWKDWV\QGLFDWH
 5HWHQWLRQ7RUHWDLQIRULQYHVWPHQWDQ\SURSHUW\RUFKRVHVLQDFWLRQGHSRVLWHGZLWK
WKH7UXVWHHKHUHXQGHULQFOXGLQJDQ\VWRFNLQDQ\FRUSRUDWH7UXVWHHRULQDSDUHQWRU
DIILOLDWHFRPSDQ\RIVXFK7UXVWHHRULQDFRPSDQ\ZKRVHVWRFNDQ\FRUSRUDWH7UXVWHHRU
LWVSDUHQWRUDIILOLDWHKROGVDVDQDVVHWHLWKHULQGLYLGXDOO\RULQDILGXFLDU\FDSDFLW\EXW
WKLVSRZHURIUHWHQWLRQLVVXEMHFWWRDQ\SURYLVLRQVRIWKLVDJUHHPHQWGLUHFWLQJWKH7UXVWHH
WRPDQDJHWKHULVNRIFRQFHQWUDWHGKROGLQJVRIDVVHWVE\GLYHUVLILFDWLRQRURWKHU
DSSURSULDWHPHFKDQLVPV
 9RWLQJ7RYRWHLQSHUVRQRUE\SUR[\DQ\FRUSRUDWHVWRFNRURWKHUVHFXULW\RU
RZQHUVKLSLQWHUHVWDQGWRDJUHHWRRUWDNHDQ\RWKHUDFWLRQLQUHJDUGWRDQ\
UHRUJDQL]DWLRQPHUJHUFRQVROLGDWLRQOLTXLGDWLRQEDQNUXSWF\RURWKHUSURFHGXUHRU
SURFHHGLQJDIIHFWLQJDQ\VWRFNERQGQRWHRURWKHUVHFXULW\RURZQHUVKLSLQWHUHVW
 $JHQWV7RHPSOR\DWWRUQH\VUHDOHVWDWHEURNHUVDFFRXQWDQWVLQYHVWPHQWPDQDJHUV
LQYHVWPHQWDGYLVRUVDQGRWKHUDJHQWVLQFOXGLQJDIILOLDWHVRIWKHFRUSRUDWH7UXVWHHLIVXFK
HPSOR\PHQWEHGHHPHGDSSURSULDWHWRUHO\UHDVRQDEO\RQWKHDGYLFHRIVXFKDJHQWVDQG
WRSD\UHDVRQDEOHFRPSHQVDWLRQIRUWKHLUVHUYLFHV
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 &ODLPV7RFRPSURPLVHVHWWOHRUDGMXVWDQ\FODLPRUGHPDQGE\RUDJDLQVWWKHWUXVW
DQGWRDJUHHWRDQ\UHVFLVVLRQRUPRGLILFDWLRQRIDQ\FRQWUDFWRUDJUHHPHQWDIIHFWLQJWKH
WUXVW
 %RUURZLQJ7RUHQHZDQ\LQGHEWHGQHVVDVZHOODVWRERUURZPRQH\DQGWRVHFXUH
WKHVDPHE\PRUWJDJLQJSOHGJLQJRUFRQYH\LQJDQ\SURSHUW\RIWKHWUXVWLQFOXGLQJWKH
SRZHUWRERUURZIURPWKH7UXVWHHRUDQ\RIWKHFRUSRUDWH7UXVWHH VDIILOLDWHVDWD
UHDVRQDEOHUDWHRILQWHUHVW
 %XVLQHVV,QWHUHVWV7RUHWDLQDQGFDUU\RQDQ\EXVLQHVVLQZKLFKWKHWUXVWDFTXLUHV
DQLQWHUHVWWRDFTXLUHDGGLWLRQDOLQWHUHVWVLQDQ\VXFKEXVLQHVVWRDJUHHWRWKHOLTXLGDWLRQ
LQNLQGRIDQ\FRUSRUDWLRQRURWKHUHQWLW\LQZKLFKWKHWUXVWPD\KDYHDQLQWHUHVWDQGWR
FDUU\RQWKHEXVLQHVVWKHUHRIWRMRLQZLWKRWKHURZQHUVLQDGRSWLQJDQ\IRUPRI
PDQDJHPHQWIRUDQ\EXVLQHVVRUSURSHUW\LQZKLFKWKHWUXVWPD\KDYHDQLQWHUHVWWR
EHFRPHRUUHPDLQDSDUWQHUJHQHUDORUOLPLWHGLQUHJDUGWRDQ\VXFKEXVLQHVVRU
SURSHUW\WRLQFRUSRUDWHDQ\VXFKEXVLQHVVRUSURSHUW\RUWRIRUPDOLPLWHGOLDELOLW\
FRPSDQ\RURWKHUHQWLW\ZLWKUHVSHFWWKHUHWR LQFOXGLQJDQ\VXFKHQWLW\WRZKLFKWKH
FRUSRUDWH7UXVWHHRUDQ\RILWVDIILOLDWHVUHQGHUVLQYHVWPHQWDGYLFHRURWKHUVHUYLFHV DQG
WRKROGWKHVWRFNRURWKHURZQHUVKLSLQWHUHVWDVDQLQYHVWPHQWDQGWRHPSOR\DJHQWVDQG
FRQIHURQWKHPDXWKRULW\WRPDQDJHDQGRSHUDWHVXFKEXVLQHVVSURSHUW\FRUSRUDWLRQRU
RWKHUHQWLW\ZLWKRXWOLDELOLW\IRUWKHDFWVRIDQ\VXFKDJHQWVRUIRUDQ\ORVVOLDELOLW\RU
LQGHEWHGQHVVRIVXFKEXVLQHVVLIWKHPDQDJHPHQWLVVHOHFWHGRUUHWDLQHGZLWKUHDVRQDEOH
FDUH
 5HJLVWUDWLRQZLWK1RPLQHH7RUHJLVWHUDQ\VWRFNERQGRURWKHUVHFXULW\LQWKH
QDPHRIDQRPLQHHDQGXVHQDWLRQDOO\DQGLQWHUQDWLRQDOO\UHFRJQL]HGGHSRVLWRULHV
ZLWKRXWWKHDGGLWLRQRIZRUGVLQGLFDWLQJWKDWVXFKVHFXULW\LVKHOGLQDILGXFLDU\FDSDFLW\
EXWDFFXUDWHUHFRUGVVKDOOEHPDLQWDLQHGVKRZLQJWKDWVXFKVHFXULW\LVDWUXVWDVVHWDQG
 (QYLURQPHQWDO,VVXHV7RSD\IURPDQ\WUXVWFUHDWHGKHUHXQGHUDOOFKDUJHVZKLFK
WKH7UXVWHHGHHPVQHFHVVDU\RUDSSURSULDWHWRFRPSO\ZLWKODZVUHJXODWLQJ
HQYLURQPHQWDOFRQGLWLRQVDQGWRUHPHG\RUDPHOLRUDWHDQ\VXFKFRQGLWLRQVZKLFKWKH
7UXVWHHGHWHUPLQHVDGYHUVHO\DIIHFWVXFKWUXVWRURWKHUZLVHDUHOLDELOLWLHVRIVXFKWUXVW
DQGWRSD\DQ\OLDELOLWLHVILQHVRUSHQDOWLHVLQFXUUHGE\WKH7UXVWHHHLWKHULQLWVILGXFLDU\
FDSDFLW\RUSHUVRQDOO\RQDFFRXQWRIVXFKFRQGLWLRQVDQGDULVLQJRXWRIWKHSHUIRUPDQFH
RILWVGXWLHVKHUHXQGHURWKHUWKDQDQ\VXFKFKDUJHVZKLFKDUHGLUHFWO\FDXVHGE\LWVRZQ
JURVVQHJOLJHQFHRUZLOOIXOPLVFRQGXFWDQGWRDSSRUWLRQDOORIVXFKFKDUJHVDPRQJWKH
VHYHUDOWUXVWVKHUHXQGHUDQGWKHLQWHUHVWVRIWKHEHQHILFLDULHVWKHUHLQLQVXFKPDQQHUDV
WKH7UXVWHHUHDVRQDEO\GHHPVIDLUSUXGHQWDQGHTXLWDEOHXQGHUDOORIWKHFLUFXPVWDQFHV
E %HQHILFLDULHVXQGHU$JH:KHQHYHUWKH7UXVWHHLVGLUHFWHGWRGLVWULEXWHDQ\WUXVW
SURSHUW\LQIHHVLPSOHWRDSHUVRQZKRLVWKHQXQGHUWZHQW\ILYH  \HDUVRIDJHWKH
7UXVWHHPD\KROGVXFKSURSHUW\LQWUXVWIRUVXFKSHUVRQXQWLOKHRUVKHEHFRPHVWZHQW\
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ILYH  \HDUVRIDJHDQGLQWKHPHDQWLPHVKDOOXVHVXFKSDUWRIWKHLQFRPHDQGWKH
SULQFLSDORIWKHWUXVWDVWKH7UXVWHHPD\GHHPQHFHVVDU\WRSURYLGHIRUWKHVXSSRUWLQ
UHDVRQDEOHFRPIRUWDQGHGXFDWLRQRIVXFKSHUVRQ$Q\LQFRPHQRWGLVWULEXWHGFXUUHQWO\
VKDOOEHDFFXPXODWHGDQGDGGHGWRWKHSULQFLSDORIWKHWUXVW,IWKHSHUVRQIRUZKRPVXFK
WUXVWLVKHOGVKRXOGGLHEHIRUHEHFRPLQJWZHQW\ILYH  \HDUVRIDJHWKHSURSHUW\WKHQ
UHPDLQLQJLQWKHWUXVWVKDOOEHGLVWULEXWHGWRWKHSHUVRQDOUHSUHVHQWDWLYHRIVXFKSHUVRQ V
HVWDWH
F 0LQRURU'LVDEOHG%HQHILFLDULHV,QPDNLQJGLVWULEXWLRQVIURPDQ\WUXVWFUHDWHG
KHUHXQGHUWRRUIRUWKHEHQHILWRIDQ\PLQRURURWKHUSHUVRQXQGHUDOHJDOGLVDELOLW\WKH
7UXVWHHQHHGQRWUHTXLUHWKHDSSRLQWPHQWRIDFRQVHUYDWRUEXWPD\GLVWULEXWHWKHVDPHWR
WKHFXVWRGLDQRIVXFKSHUVRQRUWRWKHFXVWRGLDQXQGHUDQ\DSSOLFDEOHWUDQVIHUVWRPLQRUV
DFW RULQWKHFDVHRIDEHQHILFLDU\RWKHUWKDQP\VSRXVHWRDQ\H[LVWLQJWUXVWIRUKLVRU
KHUH[FOXVLYHEHQHILW PD\GLVWULEXWHWKHVDPHWRVXFKSHUVRQZLWKRXWWKHLQWHUYHQWLRQRI
DFRQVHUYDWRUPD\GLVWULEXWHWKHVDPHWRDFRQVHUYDWRURIVXFKSHUVRQ¶VHVWDWHLIRQHKDV
DOUHDG\EHHQDSSRLQWHGRUPD\XVHWKHVDPHIRUWKHEHQHILWRIVXFKSHUVRQ
G 5HSUHVHQWDWLRQ([FHSWDVSURYLGHGLQWKHLPPHGLDWHO\SUHFHGLQJSDUDJUDSKIRUDOO
SXUSRVHVXQGHUWKLVDJUHHPHQWLQFOXGLQJEXWQRWOLPLWHGWRGHOLYHU\RIVWDWHPHQWVE\WKH
7UXVWHHGHOLYHU\RIQRWLFHRID7UXVWHH¶VUHVLJQDWLRQDQGDQ\H[HUFLVHRIFRQVHQWRURWKHU
GLVFUHWLRQDU\ULJKWVFRQIHUUHGXSRQEHQHILFLDULHVLQFOXGLQJDQ\ZLWKGUDZDOULJKWD
EHQHILFLDU\ZKRLVWKHQDPLQRURURWKHUZLVHXQGHUOHJDOGLVDELOLW\VKDOOEHUHSUHVHQWHG
E\WKHWKHQDFWLQJFRQVHUYDWRURIKLVRUKHUHVWDWHLIDQ\RWKHUZLVHE\KLVRUKHUQDWXUDO
RUOHJDOJXDUGLDQSURYLGHGKRZHYHUWKDWDQ\LQWHUYLYRVSRZHURIDSSRLQWPHQWRIVXFK
EHQHILFLDU\RWKHUWKDQDZLWKGUDZDOULJKWVKDOOEHH[HUFLVDEOHRQO\E\WKHWKHQDFWLQJ
FRQVHUYDWRURIKLVRUKHUHVWDWHLIDQ\DQGRQO\WRWKHH[WHQWSHUPLWWHGE\WKHQDSSOLFDEOH
*HRUJLDODZ7KLVSDUDJUDSKVKDOOQRWKRZHYHUFRQIHURQPHDQ\SRZHULQDQ\
FDSDFLW\DORQHRULQFRQMXQFWLRQZLWKDQ\SHUVRQWRDIIHFWWKHEHQHILFLDOHQMR\PHQWRI
DQ\WUXVWSURSHUW\WKURXJKWKHH[HUFLVHRIDSRZHUWRDOWHUDPHQGUHYRNHWHUPLQDWHRU
RWKHUZLVH
H 'LYLVLRQDQG'LVWULEXWLRQLQ.LQG,QWKHGLVWULEXWLRQRIWKHWUXVWDQGWKHGLYLVLRQ
LQWRVHSDUDWHWUXVWVDQGVKDUHVWKH7UXVWHHPD\PDNHWKHGLVWULEXWLRQDQGGLYLVLRQLQ
PRQH\RULQNLQGRULQERWKUHJDUGOHVVRIWKHEDVLVIRULQFRPHWD[SXUSRVHVRIDQ\
SURSHUW\GLVWULEXWHGRUGLYLGHGLQNLQGDQGWKHGLVWULEXWLRQDQGGLYLVLRQPDGHDQGWKH
YDOXHVHVWDEOLVKHGE\WKH7UXVWHHVKDOOEHELQGLQJDQGFRQFOXVLYHRQDOOSHUVRQVWDNLQJ
KHUHXQGHU7KH7UXVWHHPD\LQPDNLQJVXFKGLVWULEXWLRQRUGLYLVLRQDOORWXQGLYLGHG
LQWHUHVWVLQWKHVDPHSURSHUW\WRVHYHUDOWUXVWVRUVKDUHV
I $OORFDWLRQRI,QFRPHDQG([SHQVHV7KH7UXVWHHVKDOOKDYHGLVFUHWLRQWRGHWHUPLQH
ZKHWKHULWHPVVKRXOGEHFKDUJHGRUFUHGLWHGWRLQFRPHRUSULQFLSDORUDOORFDWHGEHWZHHQ
LQFRPHDQGSULQFLSDODVWKH7UXVWHHPD\GHHPHTXLWDEOHDQGIDLUXQGHUDOOWKH
FLUFXPVWDQFHVLQFOXGLQJWKHSRZHUWRDPRUWL]HRUIDLOWRDPRUWL]HDQ\SDUWRUDOORIDQ\
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SUHPLXPRUGLVFRXQWWRWUHDWDQ\SDUWRUDOORIWKHSURILWUHVXOWLQJIURPWKHPDWXULW\RU
VDOHRIDQ\DVVHWZKHWKHUSXUFKDVHGDWDSUHPLXPRUDWDGLVFRXQWDVLQFRPHRUSULQFLSDO
RUDSSRUWLRQWKHVDPHEHWZHHQLQFRPHDQGSULQFLSDOWRDSSRUWLRQWKHVDOHVSULFHRIDQ\
DVVHWEHWZHHQLQFRPHDQGSULQFLSDOWRWUHDWDQ\GLYLGHQGRURWKHUGLVWULEXWLRQRQDQ\
LQYHVWPHQWDVLQFRPHRUSULQFLSDORUDSSRUWLRQWKHVDPHEHWZHHQLQFRPHDQGSULQFLSDO
WRFKDUJHDQ\H[SHQVHDJDLQVWLQFRPHRUSULQFLSDORUDSSRUWLRQWKHVDPHDQGWRSURYLGH
RUIDLOWRSURYLGHDUHDVRQDEOHUHVHUYHDJDLQVWGHSUHFLDWLRQRUREVROHVFHQFHDOODVWKH
7UXVWHHPD\UHDVRQDEO\GHHPHTXLWDEOHDQGMXVWXQGHUDOOWKHFLUFXPVWDQFHV
J 7UDQVDFWLRQV%HWZHHQ5HODWHG3DUWLHV7KH7UXVWHHPD\OHQGWRRUERUURZIURP
DWDQDGHTXDWHUDWHRILQWHUHVWDQGZLWKDGHTXDWHVHFXULW\DQGXSRQVXFKWHUPVDQG
FRQGLWLRQVDVWKH7UXVWHHVKDOOGHHPIDLUDQGHTXLWDEOHDQGPD\VHOODQ\SURSHUW\WRRU
SXUFKDVHDQ\SURSHUW\IURPDWWKHIDLUPDUNHWYDOXHWKHUHRIDVGHWHUPLQHGE\WKH7UXVWHH
P\HVWDWHRUWKHHVWDWHRIP\VSRXVHRUWKHHVWDWHRIDQ\GHVFHQGDQWRIPLQHRUDQ\WUXVW
FUHDWHGE\PHE\P\VSRXVHRUE\DQ\GHVFHQGDQWRIPLQHE\ZLOORUGXULQJOLIHHYHQ
WKRXJKWKHVDPHSHUVRQRUFRUSRUDWLRQPD\EHDFWLQJDVWUXVWHHRIDQ\RIVXFKRWKHUWUXVWV
RUDVSHUVRQDOUHSUHVHQWDWLYHRIP\HVWDWHRURIWKHHVWDWHRIP\VSRXVHRUVXFK
GHVFHQGDQWRIPLQH
K 6PDOO7UXVW7HUPLQDWLRQ,IDWDQ\WLPHWKHWRWDOIDLUPDUNHWYDOXHRIWKHDVVHWVRI
DQ\WUXVWRWKHUWKDQDQ\TXDOLILHGFKDULWDEOHVSOLWLQWHUHVWWUXVWFUHDWHGRUWREHFUHDWHG
KHUHXQGHULVVRVPDOOWKDWWKHFRUSRUDWH7UXVWHH VDQQXDOIHHIRUDGPLQLVWHULQJWKHWUXVW
ZRXOGEHWKHPLQLPXPDQQXDOIHHVHWRXWLQWKH7UXVWHH VUHJXODUO\SXEOLVKHGIHH
VFKHGXOHWKHQLQHIIHFWWKH7UXVWHHLQLWVGLVFUHWLRQPD\WHUPLQDWHVXFKWUXVWRUPD\
GHFLGHQRWWRFUHDWHVXFKWUXVWDQGLQVXFKHYHQWWKHSURSHUW\WKHQKHOGLQRUWREH
GLVWULEXWHGWRVXFKWUXVWVKDOOEHGLVWULEXWHGWRWKHSHUVRQVZKRDUHWKHQRUZRXOGEH
HQWLWOHGWRWKHLQFRPHRIVXFKWUXVW,IWKHSHUVRQVWRUHFHLYHWKHLQFRPHIURPDQ\
SURSHUW\RUWKHDPRXQWRIVXFKLQFRPHWREHUHFHLYHGE\HDFKSHUVRQDUHWREH
GHWHUPLQHGLQWKHGLVFUHWLRQRIWKH7UXVWHHWKHQWKH7UXVWHHVKDOOGLVWULEXWHVXFKSURSHUW\
DPRQJVXFKRIWKHSHUVRQVWRZKRPWKH7UXVWHHLVDXWKRUL]HGWRGLVWULEXWHLQFRPHDQGLQ
VXFKSURSRUWLRQVDVWKH7UXVWHHLQLWVGLVFUHWLRQVKDOOGHWHUPLQH
L 'LYLVLRQDQG&RQVROLGDWLRQRI7UXVWV7KH7UXVWHHPD\IRUWD[DGPLQLVWUDWLYHRU
LQYHVWPHQWSXUSRVHVGLYLGHDQ\WUDQVIHULQWUXVWSURYLGHGIRUKHUHXQGHUEDVHGXSRQWKH
IDLUPDUNHWYDOXHVRIWKHWUDQVIHUUHGSURSHUW\DWWKHWLPHRIGLYLVLRQLQWRWZRRUPRUH
IUDFWLRQDOVKDUHVWREHKHOGDVVHSDUDWHWUXVWVWKHGLVSRVLWLYHSURYLVLRQVRIZKLFKH[FHSW
DVRWKHUZLVHH[SUHVVO\SURYLGHGKHUHLQVKDOOEHLGHQWLFDOWRWKRVHWKDWZRXOGKDYHEHHQ
DSSOLFDEOHWRWKHWUXVWKDGWKHGLYLVLRQQRWRFFXUUHGDQGFRQVROLGDWHDQ\WUXVWFUHDWHG
KHUHXQGHUZLWKDQ\WUXVWKDYLQJVXEVWDQWLDOO\LGHQWLFDOSURYLVLRQVIRUWKHVDPH
EHQHILFLDU\RUEHQHILFLDULHVLIVXFKFRQVROLGDWLRQLVFRQVLVWHQWZLWKP\LQWHQWDQGGRHV
QRWGHIHDWRULPSDLUDEHQHILFLDOLQWHUHVW:LWKRXWOLPLWLQJWKHJHQHUDOLW\RIWKH
IRUHJRLQJWKH7UXVWHHPD\GLYLGHDQ\WUXVWLQWRVHSDUDWHWUXVWVFRQVLVWLQJRISRUWLRQVWKDW
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ZRXOGDQGZRXOGQRWUHVSHFWLYHO\EHLQFOXGHGLQWKHJURVVHVWDWHRIP\VSRXVHRU
DQRWKHUEHQHILFLDU\IRUIHGHUDOHVWDWHWD[SXUSRVHVLIVXFKEHQHILFLDU\GLHGLPPHGLDWHO\
SULRUWRWKHGLYLVLRQ7KH7UXVWHHPD\DOVRGLYLGHDQ\WUDQVIHULQWUXVWSURYLGHGIRU
KHUHXQGHULQWRIUDFWLRQDOVKDUHVWRZKLFKDOODQGQRQHUHVSHFWLYHO\RIP\RUP\
VSRXVH¶VUHPDLQLQJ*67H[HPSWLRQPD\EHDOORFDWHGVRDVWRFUHDWHWZRVHSDUDWHWUXVWV
WKHGLVSRVLWLYHSURYLVLRQVRIZKLFKH[FHSWDVRWKHUZLVHH[SUHVVO\SURYLGHGKHUHLQVKDOO
EHLGHQWLFDOWRWKRVHZKLFKZRXOGKDYHDSSOLHGLIVXFKWUDQVIHUKDGQRWEHHQGLYLGHG
M 5HIHUHQFHV([FHSWDVRWKHUZLVHH[SUHVVO\SURYLGHGKHUHLQUHIHUHQFHVKHUHLQWRWKH
³,QWHUQDO5HYHQXH&RGH´PHDQWKH,QWHUQDO5HYHQXH&RGHRIDQGDQ\VXFFHVVRU
VWDWXWHUHIHUHQFHVWRWKH³*HRUJLD&RGH´PHDQWKH2IILFLDO&RGHRI*HRUJLD$QQRWDWHG
DQGDQ\VXFFHVVRUVWDWXWHDQGUHIHUHQFHVWRDSURYLVLRQRIHLWKHUVXFK&RGHLQFOXGHVXFK
SURYLVLRQDVLWPD\EHDPHQGHGDQGWKHFRUUHVSRQGLQJSURYLVLRQRIDQ\VXFFHVVRUVWDWXWH
N 7LWOHV7KHGHVFULSWLYHZRUGKHDGLQJVXVHGLQWKLVDJUHHPHQWDUHIRUFRQYHQLHQFHRI
UHIHUHQFHRQO\VKDOOEHGLVUHJDUGHGLQLQWHUSUHWLQJDQGFRQVWUXLQJWKLVDJUHHPHQWDQG
VKDOOQRWEHGHHPHGWRDIIHFWWKHPHDQLQJRIDQ\SURYLVLRQKHUHRI
,1:,71(66:+(5(2),KDYHKHUHXQWRVHWP\KDQGDQGDIIL[HGP\VHDODQGWR
HYLGHQFHDFFHSWDQFHRIWKHWUXVWKHUHLQFUHDWHGWKHLQGLYLGXDO7UXVWHHKDVKHUHXQWRVHW
WKHLQGLYLGXDO7UXVWHH¶VKDQGDQGDIIL[HGWKHLQGLYLGXDO7UXVWHH¶VVHDOWKLVBBBBGD\RI
BBBBBBBBBBBBBB

BBBBBBBBBBBBBBBBBBBBBBBBBB 6($/ 
*UDQWRU

BBBBBBBBBBBBBBBBBBBBBBBBBB 6($/ 
,QGLYLGXDO7UXVWHH
6LJQHGVHDOHGDQGGHOLYHUHGWKLV
BBBBGD\RIBBBBBBBBBBBBBBBBBB
LQWKHSUHVHQFHRI

BBBBBBBBBBBBBBBBBBBBBBB
8QRIILFLDO:LWQHVV
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*5$17255(7$,1('$118,7<75867)250

,KHUHE\WUDQVIHUDVVLJQDQGFRQYH\WR68175867%$1. KHUHLQDIWHUFDOOHGWKH
7UXVWHH DV7UXVWHHWKHSURSHUW\VKRZQRQWKHDWWDFKHGVFKHGXOHLQWUXVWIRUWKH
EHQHILFLDULHVWREHKHOGPDQDJHGDQGGLVWULEXWHGXSRQWKHXVHVDQGWUXVWVKHUHLQDIWHUVHW
RXW
,7(0,
,UUHYRFDEOH
,KDYHEHHQIXOO\DGYLVHGDQGXQGHUVWDQGDQGGHFODUHWKDWWKLVWUXVWLVDQGVKDOOEH
LUUHYRFDEOHDQGH[FHSWDVH[SUHVVO\SURYLGHGKHUHLQ,VKDOOKDYHQRULJKWWLWOHRU
LQWHUHVWLQRUSRZHUSULYLOHJHRULQFLGHQWRIRZQHUVKLSLQUHJDUGWRDQ\RIWKHSURSHUW\LQ
WKLVWUXVWDQGQRULJKWWRDOWHUDPHQGPRGLI\UHYRNHRUWHUPLQDWHWKLVWUXVWRUDQ\RILWV
SURYLVLRQV0\LQWHUHVWDQGWKHLQWHUHVWRIP\HVWDWHLQWKLVWUXVWVKDOOQRWEHVXEMHFWWR
FRPPXWDWLRQ
,7(0,,
)DPLO\
2QWKHGDWHRIH[HFXWLRQRIWKLVDJUHHPHQW,DPPDUULHGWRBBBBBBBBBBBBBVRPHWLPHV
UHIHUUHGWRLQWKLVDJUHHPHQWDV³P\VSRXVH´DQGP\OLYLQJFKLOGUHQDUH
BBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBDQGBBBBBBBBBBBBBBB
,7(0,,,
3XUSRVHRI7UXVW
0\LQWHUHVW DQGWKDWRIP\HVWDWH LQWKHWUXVWGXULQJWKHDQQXLW\WHUPDVKHUHLQDIWHU
GHILQHG WKHDQQXLW\LQWHUHVW LVLQWHQGHGWRTXDOLI\DVDTXDOLILHGLQWHUHVWDVGHVFULEHG
LQ6HFWLRQ E RIWKH,QWHUQDO5HYHQXH&RGHDQGDVDTXDOLILHGDQQXLW\LQWHUHVWDV
GHVFULEHGLQ6HFWLRQV E DQG G RIWKH7UHDVXU\5HJXODWLRQVRUDQ\
PRGLILFDWLRQRUUHSODFHPHQWWKHUHRIDQGWKLVWUXVWVKDOOEHDGPLQLVWHUHGDQGFRQVWUXHG
DFFRUGLQJO\7KH7UXVWHHVKDOOQRWKDYHDQ\SRZHURUUHVSRQVLELOLW\XQGHUWKHSURYLVLRQV
RIWKLVDJUHHPHQWRUXQGHUDSSOLFDEOHODZVZKLFKZRXOGFDXVHWKHDQQXLW\LQWHUHVWWRIDLO
WRTXDOLI\DVDTXDOLILHGLQWHUHVWRUTXDOLILHGDQQXLW\LQWHUHVW6KRXOGDQ\SURYLVLRQRI
WKLVDJUHHPHQWEHLQFRQVLVWHQWRULQFRQIOLFWZLWKDQ\DSSOLFDEOHUHTXLUHPHQWIRUD
TXDOLILHGDQQXLW\LQWHUHVWWKHQVXFKUHTXLUHPHQWVKDOOEHGHHPHGWRRYHUULGHDQG
VXSHUVHGHWKDWLQFRQVLVWHQWRUFRQIOLFWLQJSURYLVLRQ$Q\UHTXLUHGSURYLVLRQRID
TXDOLILHGDQQXLW\LQWHUHVWWKDWLVRPLWWHGIURPWKLVDJUHHPHQWVKDOOEHLQFRUSRUDWHGKHUHLQ
E\UHIHUHQFHDQGVKDOODSSO\UHWURDFWLYHO\LIQHFHVVDU\DQGEHGHHPHGWREHDSDUWRIWKLV
DJUHHPHQWWRWKHVDPHH[WHQWDVWKRXJKH[SUHVVO\VHWIRUWKKHUHLQ,VSHFLILFDOO\
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HPSRZHUWKH7UXVWHHDFWLQJDORQHWRDPHQGWKLVDJUHHPHQWGXULQJWKHDQQXLW\WHUPIRU
WKHVROHSXUSRVHRIHQVXULQJWKDWWKHWUXVWFRPSOLHVZLWKDQGFRQWLQXHVWRFRPSO\ZLWKWKH
DSSOLFDEOHUHTXLUHPHQWVIRUDTXDOLILHGDQQXLW\LQWHUHVWDQGLIQHFHVVDU\DQ\VXFK
DPHQGPHQWVKDOODSSO\UHWURDFWLYHO\WRWKHLQFHSWLRQRIWKLVWUXVW$OORWKHUSURYLVLRQVRI
WKLVDJUHHPHQWVKDOOEHVXERUGLQDWHWRWKLV,WHP
,7(0,9
'LVWULEXWLRQV
D $QQXLW\'XULQJWKHSHULRGFRPPHQFLQJRQWKHGDWHRIH[HFXWLRQRIWKLVDJUHHPHQW
DQGWHUPLQDWLQJRQWKHBBBBBBBBDQQLYHUVDU\RIVXFKGDWH WKHDQQXLW\WHUP WKH
7UXVWHHVKDOOGLVWULEXWHWRPHRQHDFKDQQLYHUVDU\RIWKHGDWHRIH[HFXWLRQRIWKLV
DJUHHPHQWGXULQJWKHDQQXLW\WHUPDQDPRXQWHTXDOWRBBBBBBBBSHUFHQW BB RIWKH
LQLWLDOQHWIDLUPDUNHWYDOXHRIWKHDVVHWVSDVVLQJLQWRWKHWUXVWDVILQDOO\GHWHUPLQHGIRU
IHGHUDOWUDQVIHUWD[SXUSRVHV WKHDQQXLW\DPRXQW 7KHDQQXLW\DPRXQWVKDOOEHSDLG
DQQXDOO\IURPLQFRPHDQGWRWKHH[WHQWWKDWLQFRPHLVQRWVXIILFLHQWIURPSULQFLSDO
$Q\LQFRPHRIWKHWUXVWLQH[FHVVRIWKHDQQXLW\DPRXQWVKDOOEHDGGHGWRSULQFLSDO
E 'HDWKRI*UDQWRU'XULQJ$QQXLW\7HUP,I,GLHEHIRUHWKHHQGRIWKHDQQXLW\
WHUPDOOUHPDLQLQJGLVWULEXWLRQVRIWKHDQQXLW\DPRXQWVKDOOEHPDGHWRWKHSHUVRQDO
UHSUHVHQWDWLYHRIP\HVWDWHLQWKHPDQQHUSURYLGHGLQSDUDJUDSK D RIWKLV,WHP
F ,QFRUUHFW9DOXDWLRQV,IWKHLQLWLDOQHWIDLUPDUNHWYDOXHRIWKHWUXVWDVVHWVLV
LQFRUUHFWO\GHWHUPLQHGWKHQZLWKLQDUHDVRQDEOHSHULRGDIWHUWKHYDOXHLVILQDOO\
GHWHUPLQHGIRUIHGHUDOWUDQVIHUWD[SXUSRVHVWKH7UXVWHHVKDOOGLVWULEXWHWRPHRUWRP\
HVWDWH LQWKHFDVHRIDQXQGHUYDOXDWLRQ RUUHFHLYHIURPPHRUIURPP\HVWDWH LQWKHFDVH
RIDQRYHUYDOXDWLRQ DQDPRXQWHTXDOWRWKHGLIIHUHQFHEHWZHHQWKHDQQXLW\DPRXQW
SURSHUO\GLVWULEXWDEOHDQGWKHDQQXLW\DPRXQWDFWXDOO\GLVWULEXWHG
G 6KRUW<HDUV,QGHWHUPLQLQJWKHDQQXLW\DPRXQWWKH7UXVWHHVKDOOSURUDWHWKHVDPH
RQDGDLO\EDVLVWRWKHH[WHQWUHTXLUHGE\WKH7UHDVXU\5HJXODWLRQVDSSOLFDEOHWRTXDOLILHG
DQQXLW\LQWHUHVWV
H 7HUPLQDWLRQ8SRQWKHH[SLUDWLRQRIWKHDQQXLW\WHUPDOOSURSHUW\WKHQUHPDLQLQJ
LQWKHWUXVWVKDOOVXEMHFWWRWKHVDWLVIDFWLRQRIWKH7UXVWHH¶VREOLJDWLRQVXQGHUWKHRWKHU
SURYLVLRQVRIWKLV,WHPEHGLYLGHGLQWRDVPDQ\VHSDUDWHDQGHTXDOVKDUHVDV,KDYH
FKLOGUHQWKHQOLYLQJDQGGHFHDVHGFKLOGUHQZLWKGHVFHQGDQWVWKHQOLYLQJDQGWKH7UXVWHH
VKDOOGLVWULEXWHRQHVXFKVKDUHWRHDFKWKHQOLYLQJFKLOGRIPLQHRQHVXFKVKDUHWRWKH
SHUVRQDOUHSUHVHQWDWLYHRIWKHHVWDWHRIHDFKFKLOGRIPLQHZKRGLHGGXULQJWKHDQQXLW\
WHUPDQGKDVGHVFHQGDQWVOLYLQJDWWKHH[SLUDWLRQRIWKHDQQXLW\WHUPDQGRQHVXFKVKDUH
SHUVWLUSHVDPRQJWKHGHVFHQGDQWVOLYLQJDWWKHH[SLUDWLRQRIWKHDQQXLW\WHUPRIHDFK
FKLOGRIPLQHZKRSUHGHFHDVHGWKHGDWHRIH[HFXWLRQRIWKLVDJUHHPHQW
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I 7D[DEOH<HDU7KHILUVWWD[DEOH\HDURIWKHWUXVWVKDOOEHJLQZLWKWKHGDWHRIWKLV
DJUHHPHQWDQGVKDOOHQGRQWKHIROORZLQJ'HFHPEHU6XEVHTXHQWWD[DEOH\HDUVVKDOO
EHFDOHQGDU\HDUV
J 3URKLELWHG'LVWULEXWLRQV1RWZLWKVWDQGLQJDQ\WKLQJLQWKLVDJUHHPHQWWRWKH
FRQWUDU\ L GXULQJWKHDQQXLW\WHUPQRGLVWULEXWLRQVVKDOOEHPDGHIURPWKHWUXVWWRRU
IRUWKHEHQHILWRIDQ\SHUVRQRWKHUWKDQWKHGLVWULEXWLRQVWRPHRUP\HVWDWHDVVHWIRUWK
DERYHDQG LL WKH7UXVWHHLVSURKLELWHGIURPLVVXLQJDQRWHRWKHUGHEWLQVWUXPHQWRSWLRQ
RURWKHUVLPLODUILQDQFLDODUUDQJHPHQWLQVDWLVIDFWLRQRIWKHDQQXLW\GLVWULEXWLRQ
REOLJDWLRQ
,7(09
1R$GGLWLRQV
1RDGGLWLRQDOFRQWULEXWLRQVVKDOOEHPDGHWRWKHWUXVWE\PHRUE\DQ\RWKHUSHUVRQDIWHU
WKHLQLWLDOFRQWULEXWLRQ
,7(09,
)DPLO\'HILQLWLRQV
5HIHUHQFHVLQWKLVDJUHHPHQWWRP\FKLOGFKLOGUHQGHVFHQGDQWRUGHVFHQGDQWV
LQFOXGHWKRVHSHUVRQVLIDQ\QDPHGDVP\FKLOGUHQRURWKHUGHVFHQGDQWVHDUOLHULQWKLV
DJUHHPHQWDQGWKHLUGHVFHQGDQWVDVGHILQHGLQWKHUHPDLQLQJSRUWLRQRIWKLV,WHP:LWK
UHVSHFWWRSHUVRQVRWKHUWKDQWKRVHSUHYLRXVO\QDPHGLQFOXGLQJFKLOGUHQERUQWRRU
DGRSWHGE\PHDIWHUWKHH[HFXWLRQRIWKLVDJUHHPHQWWKHDIRUHVDLGWHUPVVKDOOUHIHUDWDQ\
JLYHQWLPHRQO\WRSHUVRQVZKRTXDOLI\XQGHUWKHUXOHVVHWIRUWKEHORZ
D $SHUVRQERUQLQZHGORFNRUDSHUVRQERUQRXWRIZHGORFNZKRVHSDUHQWVPDUULHG
HDFKRWKHUSULRUWRWKHWLPHRIUHIHUHQFHVKDOOEHFRQVLGHUHGDGHVFHQGDQWRIERWKRIKLV
RUKHUSDUHQWVDQGRIDQ\DQFHVWRURIHLWKHURIKLVRUKHUSDUHQWV
E $SHUVRQOHJDOO\DGRSWHGEHIRUHUHDFKLQJWKHDJHRIPDMRULW\VKDOOEHFRQVLGHUHGD
GHVFHQGDQWRIWKHDGRSWLQJSDUHQWRUSDUHQWVDQGRIDQ\DQFHVWRURIWKHDGRSWLQJSDUHQWRU
RIHLWKHURIWKHDGRSWLQJSDUHQWV
F $SHUVRQERUQRXWRIZHGORFNVKDOOEHFRQVLGHUHGDGHVFHQGDQWRIKLVRUKHU
ELRORJLFDOPRWKHUDQGRIDQ\DQFHVWRURIKLVRUKHUELRORJLFDOPRWKHU
G $SHUVRQERUQRXWRIZHGORFNVKDOOEHFRQVLGHUHGDGHVFHQGDQWRIKLVRUKHU
ELRORJLFDOIDWKHUDQGRIDQ\DQFHVWRURIKLVRUKHUELRORJLFDOIDWKHULIVXFKIDWKHUKDV
VSHFLILFDOO\GHFODUHGLQDVLJQHGZULWWHQLQVWUXPHQWWKDWVXFKSHUVRQLVKLVFKLOGRULIVXFK
SHUVRQLVHOLJLEOHWRLQKHULWIURPKLVRUKHUELRORJLFDOIDWKHUXQGHUWKHODZVRIGHVFHQWDQG
GLVWULEXWLRQRIWKH6WDWHRI*HRUJLDDVLQHIIHFWDWWKHWLPHRIUHIHUHQFH
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,7(09,,
$FFRXQWLQJVDQG5HOLHIIURP%RQG
7KH7UXVWHHVKDOOQRWEHUHTXLUHGWRILOHDQ\LQYHQWRU\RUDSSUDLVDORUILOHDQQXDORURWKHU
UHWXUQVRUUHSRUWVWRDQ\FRXUWRUWRJLYHERQGEXWVKDOO L DFFRXQWDQGIXUQLVKUHTXHVWHG
LQIRUPDWLRQDWWKHWLPHVLQWKHPDQQHUDQGWRWKHSHUVRQVUHTXLUHGE\6HFWLRQ
RIWKH*HRUJLD&RGHDQG LL FRPSO\ZLWK6HFWLRQ D RIWKH*HRUJLD&RGH
UHTXLULQJQRWLILFDWLRQWRTXDOLILHGEHQHILFLDULHVUHJDUGLQJWKHH[LVWHQFHRIDWUXVW,IWKH
7UXVWHHGHHPVLWDGYLVDEOHWRIXUQLVKWRDQ\EHQHILFLDU\ZKHWKHURUQRWTXDOLILHG
LQIRUPDWLRQFRQFHUQLQJWKHDGPLQLVWUDWLRQRIWKHWUXVWEH\RQGWKHUHTXLUHGUHSRUWLQJWKH
7UXVWHHPD\GRVRSURYLGHGWKDWWKLVGLVFUHWLRQDU\DXWKRULW\VKDOOLQQRZD\LPSO\DQ
REOLJDWLRQRQWKHSDUWRIWKH7UXVWHHWRSURYLGHRUDULJKWRQWKHSDUWRIDQ\VXFK
EHQHILFLDU\WRUHFHLYHVXFKLQIRUPDWLRQ
,7(09,,,
3RZHUWR6XEVWLWXWH$VVHWV
,H[SUHVVO\UHVHUYHWKHULJKWH[HUFLVDEOHLQDQRQILGXFLDU\FDSDFLW\ZLWKRXWWKHDSSURYDO
RUFRQVHQWRIDQ\SHUVRQLQDILGXFLDU\FDSDFLW\GXULQJP\OLIHWLPHWRUHDFTXLUHVRPHRU
DOORIWKHSURSHUW\RIWKLVWUXVWE\VXEVWLWXWLQJSURSHUW\RIHTXLYDOHQWYDOXH%\YLUWXHRI
WKHSURYLVLRQVRIWKLV,WHPLWLVLQWHQGHGWKDWGXULQJP\OLIHWLPHRUXQWLO,UHQRXQFHVXFK
SRZHU,VKDOOEHWUHDWHGSXUVXDQWWR6HFWLRQ  & RIWKH,QWHUQDO5HYHQXH&RGHDV
WKHRZQHURIWKHLQFRPHDQGSULQFLSDORIWKLVWUXVWIRUIHGHUDOLQFRPHWD[SXUSRVHV
,7(0,;
'LYHUVLILFDWLRQRI$VVHWV
,KDYHFRQILGHQFHLQWKHLQYHVWPHQWVWKDWKDYHEHHQGHSRVLWHGKHUHXQGHUDQGQRFKDQJH
QHHGEHPDGHE\WKH7UXVWHHLQWKHVHLQYHVWPHQWVIRUWKHSXUSRVHRIFUHDWLQJDGLYHUVLW\
RILQYHVWPHQWV7KH7UXVWHHPD\VHOORURWKHUZLVHGLVSRVHRIVXFKLQYHVWPHQWVLIDQGWR
WKHH[WHQWWKH7UXVWHHGHHPVVXFKVDOHRUGLVSRVLWLRQWREHLQWKHEHVWLQWHUHVWRIWKLVWUXVW
EXWWKH7UXVWHHVKDOOQRWEHUHTXLUHGWRVHOORURWKHUZLVHGLVSRVHRIVXFKLQYHVWPHQWVDQG
VKDOOQRWEHOLDEOHIRUIDLOLQJWRGRVR:LWKUHVSHFWWRWKHLQYHVWPHQWVWKDWKDYHEHHQ
GHSRVLWHGKHUHXQGHUWKH7UXVWHHVKDOOEHH[HPSWIURPDQG,KHUHE\ZDLYHDQ\GXW\
RWKHUZLVHLPSRVHGE\6HFWLRQRIWKH*HRUJLD&RGHRUE\DQ\RWKHUVWDWXWHRU
SULQFLSOHRIODZWRPDQDJHWKHULVNRIFRQFHQWUDWHGKROGLQJVE\GLYHUVLI\LQJRUE\XVLQJ
RWKHUPHFKDQLVPV1RWKLQJLQWKLVDJUHHPHQWVKDOOEHFRQVWUXHGWRUHVWULFWWKH7UXVWHH
IURPLQYHVWLQJWKHWUXVWDVVHWVLQDPDQQHUWKDWFRXOGUHVXOWLQWKHDQQXDOUHDOL]DWLRQRID
UHDVRQDEOHDPRXQWRILQFRPHRUJDLQIURPWKHVDOHRUGLVSRVLWLRQRIWUXVWDVVHWV
,7(0;
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7UXVWHHV
D 0HUJHURI&RUSRUDWH7UXVWHH:KHUHYHU68175867%$1.LVQDPHGKHUHLQLW
VKDOOEHGHHPHGWRLQFOXGHDQ\EDQNRUWUXVWFRPSDQ\LQWRZKLFK68175867%$1.
PD\KHUHDIWHUEHPHUJHGRUFRQVROLGDWHG
E &RPSHQVDWLRQ68175867%$1.VKDOOUHFHLYHDVFRPSHQVDWLRQIRULWVVHUYLFHV
DV7UXVWHHWKHIHHVLWQRUPDOO\FKDUJHVWRVLPLODUWUXVWVXQGHULWVUHJXODUO\SXEOLVKHGIHH
VFKHGXOHDVWKHVDPHPD\IURPWLPHWRWLPHEHDPHQGHG
F 5HVLJQDWLRQ$Q\7UXVWHHKHUHXQGHUPD\DWDQ\WLPHUHVLJQE\LQVWUXPHQWLQZULWLQJ
VLJQHGE\VXFK7UXVWHHDQGGHOLYHUHGWRPHLIWKHQOLYLQJDQGWRWKHSHUVRQVWKHQHOLJLEOH
WRUHFHLYHLQFRPHIURPWKHWUXVWVFUHDWHGKHUHXQGHU$Q\UHVLJQLQJ7UXVWHHVKDOODFFRXQW
WRWKHVXFFHVVRU7UXVWHHLIDQ\DVSURYLGHGLQ6HFWLRQ E RIWKH*HRUJLD
&RGH
G $SSRLQWPHQWRI6XFFHVVRU7UXVWHH,IDYDFDQF\RFFXUVLQWKHRIILFHRI7UXVWHHRI
DQ\WUXVWFUHDWHGKHUHXQGHUDQGWKHUHLVQRRWKHUSURYLVLRQIRUDSSRLQWLQJDVXFFHVVRUWKH
SHUVRQVZKRDUHWKHQHOLJLEOHWRUHFHLYHLQFRPHIURPVXFKWUXVWVKDOOZLWKLQVL[W\  
GD\VDIWHUVXFKRIILFHEHFRPHVYDFDQWDSSRLQWDVXFFHVVRU7UXVWHHE\ZULWWHQLQVWUXPHQW
GHOLYHUHGWRWKHUHWLULQJ7UXVWHHDQGWRWKH7UXVWHHEHLQJDSSRLQWHG6KRXOGVXFKSHUVRQV
IDLORUUHIXVHWRDSSRLQWDVXFFHVVRUZLWKLQVL[W\  GD\VWKHQVXFKVXFFHVVRUVKDOOEH
DSSRLQWHGE\DQ\FRXUWKDYLQJMXULVGLFWLRQRYHUVXFKWUXVWXSRQDSSOLFDWLRQRIDQ\SHUVRQ
LQWHUHVWHGLQVXFKWUXVWRUXSRQDSSOLFDWLRQRIWKHUHWLULQJ7UXVWHH$Q\VXFFHVVRU
7UXVWHHDSSRLQWHGKHUHXQGHUVKDOOEHDEDQNRUWUXVWFRPSDQ\ZLWKWUXVWSRZHUVDQGWKHQ
DGPLQLVWHULQJWUXVWDVVHWV ZKHQFRPELQHGZLWKWUXVWDVVHWVPDQDJHGE\RWKHUHQWLWLHVWKDW
FRQWURODUHFRQWUROOHGE\RUDUHXQGHUFRPPRQFRQWUROZLWKVXFKEDQNRUWUXVWFRPSDQ\ 
RIDWOHDVW)LYH+XQGUHG0LOOLRQ'ROODUV  
H 1R$XGLW5HTXLUHG6XFFHVVRU¶V3RZHUV1RVXFFHVVRU7UXVWHHVKDOOEHUHTXLUHGWR
LQTXLUHLQWRRUDXGLWWKHDFWVRUGRLQJVRIDQ\SUHGHFHVVRU7UXVWHHRUWRPDNHDQ\FODLP
DJDLQVWDQ\VXFKSUHGHFHVVRURUKLVRUKHUHVWDWH$Q\VXFFHVVRU7UXVWHHVKDOOKDYHDQG
PD\H[HUFLVHDOORIWKHSRZHUVSULYLOHJHVLPPXQLWLHVDQGH[HPSWLRQVKHUHLQFRQIHUUHG
RQWKH7UXVWHHDVIXOO\DQGWRWKHVDPHH[WHQWDVLIVXFKVXFFHVVRUKDGRULJLQDOO\EHHQ
QDPHGDV7UXVWHHKHUHLQ
I 6LWXV7KHRULJLQDOVLWXVRIDGPLQLVWUDWLRQRIWKHWUXVWVFUHDWHGKHUHXQGHUVKDOOEH
*HRUJLD7KH7UXVWHHPD\KRZHYHUDWDQ\WLPHDQGIURPWLPHWRWLPHPRYHWKHVLWXVRI
DGPLQLVWUDWLRQRIDQ\VXFKWUXVWWRDQ\RWKHU6WDWHRIWKH8QLWHG6WDWHVLIWKH7UXVWHH
GHWHUPLQHVWKDWWKLVVWHSLVLQWKHEHVWLQWHUHVWVRIWKHEHQHILFLDULHVRIWKHVXEMHFWWUXVW
7KH7UXVWHHVKDOOJLYHSURPSWZULWWHQQRWLFHRIDQ\VXFKFKDQJHRIVLWXVWRWKHSHUVRQV
WKHQHOLJLEOHWRUHFHLYHLQFRPHIURPVXFKWUXVW,IWKHVLWXVRIDGPLQLVWUDWLRQRIDQ\WUXVW
LVPRYHGWRDQRWKHU6WDWHWKHDGPLQLVWUDWLRQRIVXFKWUXVWVKDOOEHJRYHUQHGE\WKHODZV

103

RIWKHQHZVLWXVEXWWKHFRQVWUXFWLRQRIVXFKWUXVWDQGWKHULJKWVRIWKHEHQHILFLDULHV
WKHUHRIVKDOOFRQWLQXHWREHJRYHUQHGE\WKHODZVRI*HRUJLD
J 'LVFKDUJHRI7UXVWHHE\&RQVHQW:KLOH,UHFRJQL]HWKDW6HFWLRQRIWKH
*HRUJLD&RGHSURYLGHVDSURFHGXUHIRUDILQDODFFRXQWLQJDQGMXGLFLDOGLVFKDUJHRID
WUXVWHHXSRQUHVLJQDWLRQUHPRYDOGHDWKRUWKHWHUPLQDWLRQRIDWUXVW,ZLVKWRSURYLGHD
PRUHH[SHGLWLRXVDQGHFRQRPLFDOVHWWOHPHQWDOWHUQDWLYHWRDMXGLFLDOSURFHHGLQJ
7KHUHIRUH,GLUHFWWKDWLID7UXVWHHRIDQ\WUXVWFUHDWHGKHUHXQGHUFHDVHVIRUDQ\UHDVRQWR
VHUYHDVD7UXVWHHRURQWKHWHUPLQDWLRQRIDQ\VXFKWUXVWWKHZULWWHQFRQVHQWRIDOO
DYDLODEOHEHQHILFLDULHVRIVXFKWUXVWVKDOOVHWWOHLWVDFFRXQWDQGUHOLHYHVXFK7UXVWHHIURP
OLDELOLW\DVDJDLQVWDODWHUFODLPE\DQ\LQWHUHVWHGSDUW\LQFOXGLQJWKRVHZKRZHUHXQERUQ
RUXQGHUDOHJDOGLVDELOLW\DWWKHWLPHRIVXFKFRQVHQWWRWKHVDPHH[WHQWDVZRXOGD
MXGLFLDOO\DSSURYHGILQDODFFRXQWLQJ$EHQHILFLDU\IRUWKHSXUSRVHVRIWKLVSDUDJUDSK
VKDOOPHDQDQ\LQGLYLGXDOOLYLQJDWWKHWLPHRIVXFKFRQVHQWRUDQ\RUJDQL]DWLRQLQ
H[LVWHQFHDWVXFKWLPHZKRRUZKLFKDWDQ\WLPHGXULQJWKHSHULRGWRZKLFKVXFK
VHWWOHPHQWUHODWHVZDVDGLVWULEXWHHRUSHUPLVVLEOHGLVWULEXWHHRILQFRPHRUSULQFLSDORI
VXFKWUXVWRUZKRRUZKLFKDWWKHWLPHRIVXFKFRQVHQWLVDTXDOLILHGEHQHILFLDU\ZLWKLQ
WKHPHDQLQJRI6HFWLRQ  RIWKH*HRUJLD&RGH$EHQHILFLDU\VKDOOEHGHHPHG
WREHXQDYDLODEOHWRJLYHFRQVHQWLIWKH7UXVWHHLQJRRGIDLWKGHWHUPLQHVWKDWVXFK
EHQHILFLDU\LVQRWFRPSHWHQWRUDYDLODEOHZLWKLQDUHDVRQDEOHWLPHIRUWKLVSXUSRVH
SURYLGHGKRZHYHUWKDWLQFRQQHFWLRQZLWKDQ\VXFKFRQVHQWDQLQGLYLGXDOEHQHILFLDU\
ZKRLVWKHQDPLQRURURWKHUZLVHXQGHUOHJDOGLVDELOLW\VKDOOEHUHSUHVHQWHGE\WKHSHUVRQ
DXWKRUL]HGWRUHSUHVHQWKLPRUKHUXQGHUWKHVHSDUDWHSURYLVLRQRIWKLVDJUHHPHQWUHODWLQJ
WRUHSUHVHQWDWLRQRISHUVRQVXQGHUOHJDOGLVDELOLW\7KHFRQVHQWRIDSHUVRQZKRVR
UHSUHVHQWVDQRWKHUVKDOOEHELQGLQJDQGFRQFOXVLYHXSRQWKHSHUVRQUHSUHVHQWHG
LUUHVSHFWLYHRIZKHWKHUWKHODWWHULVDZDUHRIWKHUHSUHVHQWDWLRQ
,7(0;,
3RZHUVDQG$GPLQLVWUDWLRQ
D 3RZHUV,QWKHPDQDJHPHQWFDUHDQGGLVSRVLWLRQRIWKLVWUXVWWKH7UXVWHHDQGLWV
VXFFHVVRUVLQRIILFHVKDOOKDYHWKHSRZHUVXEMHFWWRWKHIRUHJRLQJSURYLVLRQVRIWKLV
DJUHHPHQWDQGWRWKHH[WHQWFRQVLVWHQWZLWKWKHTXDOLILFDWLRQRIWKHDQQXLW\LQWHUHVWDVD
TXDOLILHGDQQXLW\LQWHUHVWWRGRDOOWKLQJVDQGWRH[HFXWHVXFKLQVWUXPHQWVDVPD\EH
GHHPHGQHFHVVDU\RUSURSHULQFOXGLQJWKHIROORZLQJSRZHUVDOORIZKLFKPD\EH
H[HUFLVHGZLWKRXWRUGHURIRUUHSRUWWRDQ\FRXUW
 6DOH7RVHOOH[FKDQJHRURWKHUZLVHGLVSRVHRIDQ\SURSHUW\DWDQ\WLPHKHOGRU
DFTXLUHGKHUHXQGHUDWSXEOLFRUSULYDWHVDOHIRUFDVKRURQWHUPVZLWKRXWDGYHUWLVHPHQW
LQFOXGLQJWKHULJKWWROHDVHIRUDQ\WHUPQRWZLWKVWDQGLQJWKHSHULRGRIWKHWUXVWDQGWR
JUDQWRSWLRQV LQFOXGLQJZULWLQJFRYHUHGFDOORSWLRQV WREX\IRUDQ\SHULRGLQFOXGLQJD
SHULRGEH\RQGWKHGXUDWLRQRIWKHWUXVW
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 ,QYHVWPHQW7RLQYHVWDOOPRQLHVLQVXFKVWRFNVERQGVVHFXULWLHVLQYHVWPHQW
FRPSDQ\RUWUXVWVKDUHVPRUWJDJHVQRWHVFKRVHVLQDFWLRQUHDOHVWDWHLPSURYHPHQWV
WKHUHRQLQWHUHVWVLQSDUWQHUVKLSVOLPLWHGOLDELOLW\FRPSDQLHVDQGRWKHUHQWLWLHV LQFOXGLQJ
LQWHUHVWVLQLQYHVWPHQWFRPSDQLHVRUWUXVWVDQGLQFROOHFWLYHRUFRPPLQJOHGLQYHVWPHQW
IXQGVRIIHUHGRUDGYLVHGE\RUWKURXJKWKHFRUSRUDWH7UXVWHHRUDQ\RILWVDIILOLDWHVDQG
LQWHUHVWVLQDQ\HQWLW\WRZKLFKWKHFRUSRUDWH7UXVWHHRUDQ\RILWVDIILOLDWHVUHQGHUV
LQYHVWPHQWDGYLFHRURWKHUVHUYLFHVIRUFRPSHQVDWLRQ DQGRWKHUSURSHUW\RIDQ\NLQG
UHDORUSHUVRQDODVWKH7UXVWHHPD\GHHPEHVWZLWKRXWUHJDUGWRDQ\ODZRUUHJXODWLRQ
QRZRUKHUHDIWHULQIRUFHOLPLWLQJLQYHVWPHQWVRIILGXFLDULHVRUWKHIDFWWKDWDVHFXULW\LV
SXUFKDVHGIURPDQXQGHUZULWLQJV\QGLFDWHWKDWLQFOXGHVWKH7UXVWHHRUDQDIILOLDWHRIWKH
7UXVWHHDVDPHPEHURUWKDWWKHVHFXULW\ZDVXQGHUZULWWHQE\VXFKDV\QGLFDWHDQGLV
SXUFKDVHGIURPDPHPEHURIWKDWV\QGLFDWH
 5HWHQWLRQ7RUHWDLQIRULQYHVWPHQWDQ\SURSHUW\RUFKRVHVLQDFWLRQGHSRVLWHGZLWK
WKH7UXVWHHKHUHXQGHULQFOXGLQJDQ\VWRFNLQDQ\FRUSRUDWH7UXVWHHRULQDSDUHQWRU
DIILOLDWHFRPSDQ\RIVXFK7UXVWHHRULQDFRPSDQ\ZKRVHVWRFNDQ\FRUSRUDWH7UXVWHHRU
LWVSDUHQWRUDIILOLDWHKROGVDVDQDVVHWHLWKHULQGLYLGXDOO\RULQDILGXFLDU\FDSDFLW\EXW
WKLVSRZHURIUHWHQWLRQLVVXEMHFWWRDQ\SURYLVLRQVRIWKLVDJUHHPHQWGLUHFWLQJWKH7UXVWHH
WRPDQDJHWKHULVNRIFRQFHQWUDWHGKROGLQJVRIDVVHWVE\GLYHUVLILFDWLRQRURWKHU
DSSURSULDWHPHFKDQLVPV
 9RWLQJ7RYRWHLQSHUVRQRUE\SUR[\DQ\FRUSRUDWHVWRFNRURWKHUVHFXULW\RU
RZQHUVKLSLQWHUHVWDQGWRDJUHHWRRUWDNHDQ\RWKHUDFWLRQLQUHJDUGWRDQ\
UHRUJDQL]DWLRQPHUJHUFRQVROLGDWLRQOLTXLGDWLRQEDQNUXSWF\RURWKHUSURFHGXUHRU
SURFHHGLQJDIIHFWLQJDQ\VWRFNERQGQRWHRURWKHUVHFXULW\RURZQHUVKLSLQWHUHVW
 $JHQWV7RHPSOR\DWWRUQH\VUHDOHVWDWHEURNHUVDFFRXQWDQWVLQYHVWPHQWPDQDJHUV
LQYHVWPHQWDGYLVRUVDQGRWKHUDJHQWVLQFOXGLQJDIILOLDWHVRIWKHFRUSRUDWH7UXVWHHLIVXFK
HPSOR\PHQWEHGHHPHGDSSURSULDWHWRUHO\UHDVRQDEO\RQWKHDGYLFHRIVXFKDJHQWVDQG
WRSD\UHDVRQDEOHFRPSHQVDWLRQIRUWKHLUVHUYLFHV
 &ODLPV7RFRPSURPLVHVHWWOHRUDGMXVWDQ\FODLPRUGHPDQGE\RUDJDLQVWWKHWUXVW
DQGWRDJUHHWRDQ\UHVFLVVLRQRUPRGLILFDWLRQRIDQ\FRQWUDFWRUDJUHHPHQWDIIHFWLQJWKH
WUXVW
 %RUURZLQJ7RUHQHZDQ\LQGHEWHGQHVVDVZHOODVWRERUURZPRQH\DQGWRVHFXUH
WKHVDPHE\PRUWJDJLQJSOHGJLQJRUFRQYH\LQJDQ\SURSHUW\RIWKHWUXVWLQFOXGLQJWKH
SRZHUWRERUURZIURPWKH7UXVWHHRUDQ\RIWKHFRUSRUDWH7UXVWHH VDIILOLDWHVDWD
UHDVRQDEOHUDWHRILQWHUHVW
 %XVLQHVV,QWHUHVWV7RUHWDLQDQGFDUU\RQDQ\EXVLQHVVLQZKLFKWKHWUXVWDFTXLUHV
DQLQWHUHVWWRDFTXLUHDGGLWLRQDOLQWHUHVWVLQDQ\VXFKEXVLQHVVWRDJUHHWRWKHOLTXLGDWLRQ
LQNLQGRIDQ\FRUSRUDWLRQRURWKHUHQWLW\LQZKLFKWKHWUXVWPD\KDYHDQLQWHUHVWDQGWR
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FDUU\RQWKHEXVLQHVVWKHUHRIWRMRLQZLWKRWKHURZQHUVLQDGRSWLQJDQ\IRUPRI
PDQDJHPHQWIRUDQ\EXVLQHVVRUSURSHUW\LQZKLFKWKHWUXVWPD\KDYHDQLQWHUHVWWR
EHFRPHRUUHPDLQDSDUWQHUJHQHUDORUOLPLWHGLQUHJDUGWRDQ\VXFKEXVLQHVVRU
SURSHUW\WRLQFRUSRUDWHDQ\VXFKEXVLQHVVRUSURSHUW\RUWRIRUPDOLPLWHGOLDELOLW\
FRPSDQ\RURWKHUHQWLW\ZLWKUHVSHFWWKHUHWR LQFOXGLQJDQ\VXFKHQWLW\WRZKLFKWKH
FRUSRUDWH7UXVWHHRUDQ\RILWVDIILOLDWHVUHQGHUVLQYHVWPHQWDGYLFHRURWKHUVHUYLFHV DQG
WRKROGWKHVWRFNRURWKHURZQHUVKLSLQWHUHVWDVDQLQYHVWPHQWDQGWRHPSOR\DJHQWVDQG
FRQIHURQWKHPDXWKRULW\WRPDQDJHDQGRSHUDWHVXFKEXVLQHVVSURSHUW\FRUSRUDWLRQRU
RWKHUHQWLW\ZLWKRXWOLDELOLW\IRUWKHDFWVRIDQ\VXFKDJHQWVRUIRUDQ\ORVVOLDELOLW\RU
LQGHEWHGQHVVRIVXFKEXVLQHVVLIWKHPDQDJHPHQWLVVHOHFWHGRUUHWDLQHGZLWKUHDVRQDEOH
FDUH
 5HJLVWUDWLRQZLWK1RPLQHH7RUHJLVWHUDQ\VWRFNERQGRURWKHUVHFXULW\LQWKH
QDPHRIDQRPLQHHDQGXVHQDWLRQDOO\DQGLQWHUQDWLRQDOO\UHFRJQL]HGGHSRVLWRULHV
ZLWKRXWWKHDGGLWLRQRIZRUGVLQGLFDWLQJWKDWVXFKVHFXULW\LVKHOGLQDILGXFLDU\FDSDFLW\
EXWDFFXUDWHUHFRUGVVKDOOEHPDLQWDLQHGVKRZLQJWKDWVXFKVHFXULW\LVDWUXVWDVVHWDQG
 (QYLURQPHQWDO,VVXHV7RSD\IURPDQ\WUXVWFUHDWHGKHUHXQGHUDOOFKDUJHVZKLFK
WKH7UXVWHHGHHPVQHFHVVDU\RUDSSURSULDWHWRFRPSO\ZLWKODZVUHJXODWLQJ
HQYLURQPHQWDOFRQGLWLRQVDQGWRUHPHG\RUDPHOLRUDWHDQ\VXFKFRQGLWLRQVZKLFKWKH
7UXVWHHGHWHUPLQHVDGYHUVHO\DIIHFWVXFKWUXVWRURWKHUZLVHDUHOLDELOLWLHVRIVXFKWUXVW
DQGWRSD\DQ\OLDELOLWLHVILQHVRUSHQDOWLHVLQFXUUHGE\WKH7UXVWHHHLWKHULQLWVILGXFLDU\
FDSDFLW\RUSHUVRQDOO\RQDFFRXQWRIVXFKFRQGLWLRQVDQGDULVLQJRXWRIWKHSHUIRUPDQFH
RILWVGXWLHVKHUHXQGHURWKHUWKDQDQ\VXFKFKDUJHVZKLFKDUHGLUHFWO\FDXVHGE\LWVRZQ
JURVVQHJOLJHQFHRUZLOOIXOPLVFRQGXFWDQGWRDSSRUWLRQDOOVXFKFKDUJHVDPRQJWKH
VHYHUDOWUXVWVKHUHXQGHUDQGWKHLQWHUHVWVRIWKHEHQHILFLDULHVWKHUHLQLQVXFKPDQQHUDV
WKH7UXVWHHUHDVRQDEO\GHHPVIDLUSUXGHQWDQGHTXLWDEOHXQGHUDOORIWKHFLUFXPVWDQFHV
E %HQHILFLDULHV8QGHU$JH$IWHUWKHDQQXLW\WHUPZKHQHYHUWKH7UXVWHHLV
GLUHFWHGWRGLVWULEXWHDQ\WUXVWSURSHUW\LQIHHVLPSOHWRDSHUVRQZKRLVXQGHUWZHQW\ILYH
 \HDUVRIDJHDWWKHWLPHIRUVXFKGLVWULEXWLRQWKH7UXVWHHPD\KROGVXFKSURSHUW\LQ
WUXVWIRUVXFKSHUVRQXQWLOKHRUVKHEHFRPHVWZHQW\ILYH  \HDUVRIDJHDQGLQWKH
PHDQWLPHVKDOOXVHVXFKSDUWRIWKHLQFRPHDQGWKHSULQFLSDORIWKHWUXVWDVWKH7UXVWHH
PD\GHHPQHFHVVDU\WRSURYLGHIRUWKHVXSSRUWLQUHDVRQDEOHFRPIRUWDQGHGXFDWLRQRI
VXFKSHUVRQ$Q\LQFRPHQRWGLVWULEXWHGFXUUHQWO\VKDOOEHDFFXPXODWHGDQGDGGHGWRWKH
SULQFLSDORIWKHWUXVW,IWKHSHUVRQIRUZKRPVXFKWUXVWLVKHOGVKRXOGGLHEHIRUH
EHFRPLQJWZHQW\ILYH  \HDUVRIDJHWKHSURSHUW\WKHQUHPDLQLQJLQWKHWUXVWVKDOOEH
GLVWULEXWHGWRWKHSHUVRQDOUHSUHVHQWDWLYHRIVXFKSHUVRQ VHVWDWH
F 0LQRURU'LVDEOHG%HQHILFLDULHV,QPDNLQJGLVWULEXWLRQVIURPDQ\WUXVWFUHDWHG
KHUHXQGHUWRRUIRUWKHEHQHILWRIDQ\PLQRURURWKHUSHUVRQXQGHUDOHJDOGLVDELOLW\WKH
7UXVWHHQHHGQRWUHTXLUHWKHDSSRLQWPHQWRIDFRQVHUYDWRUEXWPD\GLVWULEXWHWKHVDPHWR
WKHFXVWRGLDQRIVXFKSHUVRQRUWRWKHFXVWRGLDQXQGHUDQ\DSSOLFDEOHWUDQVIHUVWRPLQRUV
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DFW RULQWKHFDVHRIDEHQHILFLDU\RWKHUWKDQP\VSRXVHRUPHWRDQ\H[LVWLQJWUXVWIRU
KLVRUKHUH[FOXVLYHEHQHILW PD\GLVWULEXWHWKHVDPHWRVXFKSHUVRQZLWKRXWWKH
LQWHUYHQWLRQRIDFRQVHUYDWRUPD\GLVWULEXWHWKHVDPHWRDFRQVHUYDWRURIVXFKSHUVRQ¶V
HVWDWHLIRQHKDVDOUHDG\EHHQDSSRLQWHGRUPD\XVHWKHVDPHIRUWKHEHQHILWRIVXFK
SHUVRQ
G 5HSUHVHQWDWLRQ([FHSWDVSURYLGHGLQWKHLPPHGLDWHO\SUHFHGLQJSDUDJUDSKIRUDOO
SXUSRVHVXQGHUWKLVDJUHHPHQWLQFOXGLQJEXWQRWOLPLWHGWRGHOLYHU\RIVWDWHPHQWVE\WKH
7UXVWHHGHOLYHU\RIQRWLFHRID7UXVWHH¶VUHVLJQDWLRQDQGDQ\H[HUFLVHRIFRQVHQWRURWKHU
GLVFUHWLRQDU\ULJKWVFRQIHUUHGXSRQEHQHILFLDULHVDEHQHILFLDU\ZKRLVWKHQDPLQRURU
RWKHUZLVHXQGHUOHJDOGLVDELOLW\VKDOOEHUHSUHVHQWHGE\WKHWKHQDFWLQJFRQVHUYDWRURIKLV
RUKHUHVWDWHLIDQ\RWKHUZLVHE\KLVRUKHUQDWXUDORUOHJDOJXDUGLDQ7KLVSDUDJUDSK
VKDOOQRWKRZHYHUFRQIHURQPHDQ\SRZHULQDQ\FDSDFLW\DORQHRULQFRQMXQFWLRQZLWK
DQ\SHUVRQWRDIIHFWWKHEHQHILFLDOHQMR\PHQWRIDQ\WUXVWSURSHUW\WKURXJKWKHH[HUFLVH
RIDSRZHUWRDOWHUDPHQGUHYRNHWHUPLQDWHRURWKHUZLVH
H 'LYLVLRQDQG'LVWULEXWLRQLQ.LQG,QWKHGLVWULEXWLRQRIWKHWUXVWDQGWKHGLYLVLRQ
LQWRVHSDUDWHWUXVWVDQGVKDUHVWKH7UXVWHHPD\PDNHWKHGLVWULEXWLRQDQGGLYLVLRQLQ
PRQH\RULQNLQGRUERWKUHJDUGOHVVRIWKHEDVLVIRULQFRPHWD[SXUSRVHVRIDQ\SURSHUW\
GLVWULEXWHGRUGLYLGHGLQNLQGDQGWKHGLVWULEXWLRQDQGGLYLVLRQPDGHDQGWKHYDOXHV
HVWDEOLVKHGE\WKH7UXVWHHVKDOOEHELQGLQJDQGFRQFOXVLYHRQDOOSHUVRQVWDNLQJ
KHUHXQGHU7KH7UXVWHHPD\LQPDNLQJVXFKGLVWULEXWLRQRUGLYLVLRQDOORWXQGLYLGHG
LQWHUHVWVLQWKHVDPHSURSHUW\WRVHYHUDOWUXVWVRUVKDUHV
I $OORFDWLRQRI,QFRPHDQG([SHQVHV7KH7UXVWHHVKDOOKDYHGLVFUHWLRQWRGHWHUPLQH
ZKHWKHULWHPVVKRXOGEHFKDUJHGRUFUHGLWHGWRLQFRPHRUSULQFLSDORUDOORFDWHGEHWZHHQ
LQFRPHDQGSULQFLSDODVWKH7UXVWHHPD\GHHPHTXLWDEOHDQGIDLUXQGHUDOOWKH
FLUFXPVWDQFHVLQFOXGLQJWKHSRZHUWRDPRUWL]HRUIDLOWRDPRUWL]HDQ\SDUWRUDOORIDQ\
SUHPLXPRUGLVFRXQWWRWUHDWDQ\SDUWRUDOORIWKHSURILWUHVXOWLQJIURPWKHPDWXULW\RU
VDOHRIDQ\DVVHWZKHWKHUSXUFKDVHGDWDSUHPLXPRUDWDGLVFRXQWDVLQFRPHRUSULQFLSDO
RUDSSRUWLRQWKHVDPHEHWZHHQLQFRPHDQGSULQFLSDOWRDSSRUWLRQWKHVDOHVSULFHRIDQ\
DVVHWEHWZHHQLQFRPHDQGSULQFLSDOWRWUHDWDQ\GLYLGHQGRURWKHUGLVWULEXWLRQRQDQ\
LQYHVWPHQWDVLQFRPHRUSULQFLSDORUDSSRUWLRQWKHVDPHEHWZHHQLQFRPHDQGSULQFLSDO
WRFKDUJHDQ\H[SHQVHDJDLQVWLQFRPHRUSULQFLSDORUDSSRUWLRQWKHVDPHDQGWRSURYLGH
RUIDLOWRSURYLGHDUHDVRQDEOHUHVHUYHDJDLQVWGHSUHFLDWLRQRUREVROHVFHQFHDOODVWKH
7UXVWHHPD\UHDVRQDEO\GHHPHTXLWDEOHDQGMXVWXQGHUDOOWKHFLUFXPVWDQFHV
J 7UDQVDFWLRQV%HWZHHQ5HODWHG3DUWLHV7KH7UXVWHHPD\OHQGWRRUERUURZIURP
DWDQDGHTXDWHUDWHRILQWHUHVWDQGZLWKDGHTXDWHVHFXULW\DQGXSRQVXFKWHUPVDQG
FRQGLWLRQVDVWKH7UXVWHHVKDOOGHHPIDLUDQGHTXLWDEOHDQGPD\VHOODQ\SURSHUW\WRRU
SXUFKDVHDQ\SURSHUW\IURPDWWKHIDLUPDUNHWYDOXHWKHUHRIDVGHWHUPLQHGE\WKH7UXVWHH
P\HVWDWHRUWKHHVWDWHRIP\VSRXVHRUWKHHVWDWHRIDQ\GHVFHQGDQWRIPLQHRUDQ\WUXVW
FUHDWHGE\PHE\P\VSRXVHRUE\DQ\GHVFHQGDQWRIPLQHE\ZLOORUGXULQJOLIHHYHQ

107

WKRXJKWKHVDPHSHUVRQRUFRUSRUDWLRQPD\EHDFWLQJDVWUXVWHHRIDQ\RIVXFKRWKHUWUXVWV
RUDVSHUVRQDOUHSUHVHQWDWLYHRIP\HVWDWHRURIWKHHVWDWHRIP\VSRXVHRUVXFK
GHVFHQGDQWRIPLQH
K 'LYLVLRQDQG&RQVROLGDWLRQRI7UXVWV$IWHUWKHDQQXLW\WHUPWKH7UXVWHHPD\IRU
WD[DGPLQLVWUDWLYHRULQYHVWPHQWSXUSRVHVGLYLGHDQ\WUDQVIHULQWUXVWSURYLGHGIRU
KHUHXQGHUEDVHGXSRQWKHIDLUPDUNHWYDOXHVRIWKHWUDQVIHUUHGSURSHUW\DWWKHWLPHRI
GLYLVLRQLQWRWZRRUPRUHIUDFWLRQDOVKDUHVWREHKHOGDVVHSDUDWHWUXVWVWKHGLVSRVLWLYH
SURYLVLRQVRIZKLFKH[FHSWDVRWKHUZLVHH[SUHVVO\SURYLGHGKHUHLQVKDOOEHLGHQWLFDOWR
WKRVHWKDWZRXOGKDYHEHHQDSSOLFDEOHWRWKHWUXVWKDGWKHGLYLVLRQQRWRFFXUUHGDQG
FRQVROLGDWHDQ\WUXVWFUHDWHGKHUHXQGHUZLWKDQ\WUXVWKDYLQJVXEVWDQWLDOO\LGHQWLFDO
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V.

ESTATE PLANNING FOR THE DISABLED

Written by Dennise L. Grayson

I.

Estate Planning Considerations for Families Affected by a Disability

When estate planning, it is important to consider whether the client or a member of their family
is disabled. Many disabled individuals rely on means-tested governmental benefits such as
Supplemental Security Income (“SSI”) and Medicaid. Means tested benefits are only available
to people who qualify based on financial hardship.
For clients or heirs who are disabled, strategic estate planning can be extremely important to
ensure the person will qualify for the benefits they may need in the future and also protect
certain assets.
It is important to consider the effect a client’s estate plan may have on their family member’s
eligibility for public benefits. A well-meaning grandparent who leaves a significant amount of
their estate to a disabled grandchild may actually harm the grandchild by disqualifying their
eligibility for Medicaid, and thus eliminate the accessibility of services that are restricted to
Medicaid eligible individuals.
In many cases, the solution for families with these special circumstances is a Supplemental
Needs Trust, more commonly known as a “Special Needs Trust.” These trusts are not only used
to maintain eligibility for public benefits, but also to supplement what is covered by public
benefits so that the disabled individual can enjoy a better quality of life.

II.

The Types of Special Needs Trusts and Their Specific Purposes

A Special Needs Trust (“SNT”) is a discretionary spendthrift trust created for a beneficiary with
a disability, which provides that the assets will be used to supplement but not replace, public
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benefits for which the beneficiary is eligible.1 It is generally used to limit a trustee’s discretion
as to the purpose of the distributions so as not to interrupt the beneficiary’s eligibility for any
public benefits. In other words, the assets in the Special Needs Trust do not count against the
beneficiary for Medicaid eligibility.2
The Georgia Department of Community Health requires that all Special Needs Trusts be
submitted to DCH for approval before they are signed and an annual accounting is due for each
trust after approval.

3

In addition to an income-only or “Miller” trust, there are three main types of Special Needs
Trusts: self-settled d4A; self-settled d4C; and third party trusts. The terms self-settled and third
party refer to the how the trust is funded (whether it is the beneficiary’s own funds used to create
the trust or the funds of another person).
Self-settled trusts are commonly referred to as “Medicaid payback trusts” because at the death of
the beneficiary, the trust assets are used to reimburse Medicaid as part of the estate recovery.

A.

Self-settled d4A trusts

Governed by 42 USC §1396p(d)(4)(A), this type of self settled special needs trust is commonly
referred to as a “d4A Trust.” These are established using the beneficiary’s own funds.
To qualify for and establish a d4A trust, the individual must be under the age of 65 and disabled,
as defined in §1614(a)(3). Since new law was enacted in 2017, a mentally competent individual
can now establish the trust themselves.

Alternatively, the trust may be established by a

Guardian, Parent, Grandparent, or by Court Order.

1

POMS SI 01120.200.B.13.
42 U.S.C. §1396p(c)(2)(B)(iv).
3
Send to: Department of Community Health Trust Unit, 900 Circle 75 Parkway SE, Suite 650, Atlanta, GA 30339
2
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This type of trust is often used as a “fix” for when a person receiving means-tested benefits such
as SSI receives an inheritance that would otherwise make that person ineligible for continued
Medicaid. This type of trust can also be used for personal injury settlements; but in that instance,
a Medicare Set Aside trust might also be necessary.
Self-settled special needs trusts must be irrevocable. If the trust is not irrevocable, then the trust
principal is considered to be available to the beneficiary and thus considered a resource for
benefit eligibility purposes.4 These trusts must also be established for the sole benefit of the
disabled beneficiary.5
Also, a d4A trust must include a Medicaid payback at the beneficiary’s death to cover all
medical expenses paid by Medicaid during the beneficiary’s life.6

B.

Self-Settled d4C Trusts

Self-settled d4C trusts are similar to the d4A trust above but are established as a pooled trust.
This trust is governed by 42 USC §1396p(d)(4)(C). These trusts are managed by a non-profit
organization.7 The non-profit organization that manages the funds maintains a separate account
for each beneficiary, but assets of all trusts under their management are pooled together to
produce a better return on investments.8
When creating a d4C trust, one must first determine who can establish the trust.

If the

beneficiary does not have capacity, their Guardian, Parent, Grandparent or Conservator must
establish the trust. If the beneficiary does have capacity, they can join the pooled trust and
transfer their assets to the trust, without needing involvement of a court, parent, grandparent or

4

GEORGIA MEDICAID MANUAL §2346-3 (“if the trust is irrevocable and cannot be used by the [applicant/recipient]
for his/her support and maintenance, it is not a resource. If the [applicant/recipient] does not have the legal authority
to revoke the trust or direct the use of the trust assets, the trust principal is not the [applicant/recipient]’s resource”).
5
42 U.S.C. §1396p(d)(4)(A); GEORGIA MEDICAID MANUAL §2346.
6
See GEORGIA MEDICAID MANUAL §2346.
7
42 U.S.C. §1396p(d)(4)(C)(i).
8
See 42 U.S.C. §1396p(d)(4)(C)(ii).
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guardian. Another benefit of a pooled trust over a d4A trust, is that pooled trusts do not have to
be established before the individual turns 65, although in some states, a transfer penalty may
apply if the individual is over 65 years of age.
To qualify as a d4C trust, the trust must provide that on the death of the beneficiary, the State is
reimbursed for any Medicaid assistance it paid on behalf of the beneficiary, and any remaining
principal is retained by the Trust for other disabled individuals.9 Generally, this Medicaid
repayment must be satisfied upon the death of the beneficiary prior to other expenses, such as the
beneficiary’s funeral expenses.
There are several approved pooled trusts in Georgia. Contact Department of Community Health
for a current listing of approved trusts. Some pooled trusts do not accept real property, so be
sure to inquire specifically the type of assets the pooled trust will accept if you have assets other
than cash.

C.

Third Party Trusts

Third party special needs trusts are funded with assets belonging to someone other than the
beneficiary. Unlike the self-settled trusts discussed above, these trusts are not specifically
authorized by statute. These trusts can be established by the third party during their lifetime
(inter vivos) or upon their death through their last will and testament (testamentary). Third party
trusts are frequently used by parents who have a child with a disability.
Third party trusts do not have a Medicaid payback requirement. Thus, upon the death of the
beneficiary, remaining trust assets can be distributed as directed in the trust, such as to other
heirs of the person who funded the trust. To maintain the trust’s exemption from Medicaid
payback, it is very important that the trust funds not be mixed with a first party trust. If third
party funds are co-mingled with first party funds, ALL of the trust funds will be subject to a
payback requirement. Third party trusts also do not have an age requirement for establishment.
9

See 42 U.S.C. §1396p(d)(4)(C)(iv).
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Third party trusts help a disabled person maintain eligibility for public benefits because the
assets owned by the trust are not considered resources of the beneficiary until actually paid out
for the benefit of the beneficiary. At the time of payment, they are treated as income for the
beneficiary. Because of this, it is recommended that payments should not be paid directly to the
beneficiary, but to vendors benefitting the individual. Additionally, because SSI recipients are
automatically eligible for Medicaid in Georgia, it is imperative that distributions not violate SSI
rules by providing “food and shelter” and that the trustee be educated on the In-kind Support
and Maintenance (“ISM”) rules of SSI.

D.

Other Trust Types

In addition to the three main types of special needs trusts discussed above, another type of trust
that may be used for benefits planning is the Miller trust, also known as a Qualified Income
Trust. A Miller trust is established to protect the eligibility of benefits such as Medicaid for a
beneficiary who otherwise exceeds an income cap for such benefits.10

Excess income is

transferred or channeled into the trust and used to satisfy the patient liability. This type of trust
is considered self-settled, thus there must be a provision for Medicaid payback at the
beneficiary’s death. Miller trusts are frequently used for a client who needs nursing home
Medicaid, but receives monthly income, such as social security or pension income, that is above
the maximum limit to qualify for Medicaid.

III.

Who can be the Beneficiary

Self-settled d4A trusts must be established and funded before the beneficiary reaches the age of
65.11

An individual may add to the trust after obtaining the age of 65, under certain

circumstances. However, this is only allowable if the trust contains the irrevocable assignment
of the right to receive payments from an annuity or support payments created before the trust
10
11

42 U.S.C. §1396p(d)(4)B).
42 U.S.C. §1396p(d)(4); GEORGIA MEDICAID MANUAL §2346.
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beneficiary reached the age of 65.12 Continuing such annuity or support payments are paid to a
special needs trust and are treated the same as payments made before the individual attained age
65, which do not disqualify the trust from the special needs trust exception.
If the beneficiary is age 65 or older, they may be able to use a d4C pooled trust; however, in
Georgia, the beneficiary would incur a transfer penalty for the transfer of assets that may
interfere with Medicaid benefits.13
Self-settled trusts must be distributed for the sole benefit of the beneficiary.14 This means that
any distributions from the trust for services or goods must be for the beneficiary’s benefit, not for
the benefit of others.

For example, the trust may purchase event tickets for the disabled

beneficiary, and even a companion if necessary for assistance, but the trust cannot purchase
event tickets for the beneficiary’s entire family.
The funds in a third party trust were never the beneficiary’s assets and therefore are not subject
to many of the same restrictions as self-settled trusts, such as the sole beneficiary rule or payback
provisions. Third party trusts can have multiple beneficiaries and there are no restrictions on
who can be the remainder beneficiary or beneficiaries. The funds remaining in a third party trust
at the disabled beneficiary’s death are treated just like a regular estate plan.

IV.

Distributions from a Special Needs Trust

Despite what type of trust you choose, it is important to remember that the pure existence of the
trust does not protect the beneficiary. To adequately protect the beneficiary, funds from the trust
must be distributed in such a way that does not disrupt the beneficiary’s benefits. Limiting
expenditures by the trustee is critical to comply with SSI and Medicaid benefits and income
restrictions. Distributions must be made to supplement but not replace the public benefits.

12

POMS SI 01120.203.B.1.c.
GEORGIA MEDICAID MANUAL §2342.
14
42 U.S.C. §1396p(d)(4); GEORGIA MEDICAID MANUAL §2346.
13

NBI - Trusts 101: Estate planning for the Disabled. Dennise L. Grayson © 2018
118

The restrictions placed on distributions and expenditures from the trustee depend on the type of
benefits the beneficiary is receiving. This is why it is critical for the trustee to have a clear
understanding of what assistance the beneficiary is currently receiving or may need in the future;
and be familiar with SSI restrictions regarding ISM and food and shelter expenditures.
Georgia’s Department of Community Health requires an annual accounting be submitted to show
the expenditures made on behalf of the beneficiary. Violations of the ISM or food and shelter
rules could result in retroactive ineligibility of means tested benefits such as SSI.

A.

Resources and Income

If the beneficiary is on any public benefit that is “means tested”, such as SSI, it is very important
that the trust not make any distributions to the beneficiary that would cause the beneficiary’s
countable resources or income to exceed the maximum allowable for eligibility. This also
requires close attention to what is considered a countable resource or income.
“Income” for public benefits is not the same as “income” for tax purpose or even what you think
of as “income”. A good rule to keep in mind is if it can be converted to cash, it is income. To
prevent the beneficiary from having excess income, the Trustee should never distribute cash
directly to the beneficiary; nor should the Trustee distribute directly to the beneficiary: anything
that can be converted to cash. Distributions are usually paid directly to third party vendors that
provide goods and services to the beneficiary. Furthermore, if income is distributed to the
beneficiary, and not spent in the same calendar month it is received, the income becomes a
countable resource the following month.
Recipients of SSI and Medicaid must report any changes in income, resources, and living
arrangements to the Social Security Administration and the Department of Family and Children
Services. Creation and funding of a special needs trust must be reported as a change in income
and resource. Reporting does not mean that the Special Needs Trust will automatically be
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considered a resource or income; however, failure to report may result in penalties to the
beneficiary.

B.

In-kind Support and Maintenance

In-kind support and maintenance is also generally considered countable income for means tested
benefits. In-kind support and maintenance arises when another person pays for or contributes to
a recipient’s food or shelter expenses.15 Distributions from a special needs trust for food or
shelter, even if paid to a third party vendor on behalf of the beneficiary, may reduce the
beneficiary’s SSI income. Thus in general, distributions from the Special Needs Trust should be
for items OTHER THAN food or shelter for SSI recipients. There are situations where it is in the
beneficiary’s best interest to provide food or shelter items, but that is beyond the scope of this
paper.
In-kind support and maintenance distributions include payments toward:


Food



Rent



Room and board



Mortgage and property insurance required by the lender



Property taxes



Utilities such as gas, electric, water, sewer, and garbage collection

The following are generally NOT considered in-kind support and maintenance:

15



Renter’s insurance or Fire insurance



HOA dues



Renovations or improvements to a home to make it accessible for the disabled individual



Cable television or internet subscription services

20 C.F.R. §416.1130(b).
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C.

Common Expenditures

Common expenditures from a special needs trust include payments to third party vendors for the
following services or items:

V.

•

Durable medical equipment

•

Personal care services

•

Educational expenses

•

Transportation expenses

•

Cable television or entertainment expenses

•

Dry cleaning and laundry services

•

Entertainment such as tickets to cultural or sporting events

•

Items or services not covered by Medicaid

DRAFTING TIPS

When drafting a Special Needs Trust, pay careful attention to the following basic requirements:

A.

Make the Trust Irrevocable

In order for a special needs trust to be excluded as an asset or resource of the beneficiary, the
trust must be irrevocable. This means that the grantor cannot make any changes once the trust
has been created and only the Trustee controls the money or other property owned by the trust.
In Georgia, all trusts are presumed to be irrevocable unless the trust specifically reserves the
power of the grantor to revoke or modify the trust.16 However, a careful drafter will expressly
state that the trust is irrevocable and the grantor retains no power to revoke or modify the trust.
To avoid unintended consequences or to address unforeseen circumstances, the trust should be
drafted so as to allow the trustee or trust protector to amend the trust in response to unforeseen
circumstances or changes in eligibility requirements.

16

O.C.G.A. §53-12-40.
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B.

Sole Benefit Rule

Self-settled trusts must include a provision that all distributions will be made for the sole benefit
of the disabled beneficiary.17 Inclusion of this language would be sufficient for the trust to
satisfy this requirement, however a careful drafter will include additional restrictions so that the
trustee is not induced to violate the sole benefit rule.

C.

Spendthrift Status

In Georgia, a trust must prohibit both voluntary and involuntary transfers to qualify as a
spendthrift trust. It is sufficient for the trust to include a term that the beneficiary’s interest is
subject to a spendthrift trust.18

A spendthrift trust protects assets against most creditors.

However, a spendthrift provision is unenforceable against the following types of claims:
alimony; child support; taxes; tort judgments; judgments for restitution arising from the criminal
conviction of the beneficiary; or judgments for necessaries such as food, housing, and medical
bills.19

D.

Income and Principal or Corpus

The trust should clearly identify what will be allocated to income versus principal. This is
especially important if the trust will receive capital gains. By Georgia statute, a trustee shall
allocate to principal: money received from a sale, and realized profit from an exchange in
assets.20

17

42 U.S.C. §1396p(d)(4); GEORGIA MEDICAID MANUAL §2346.
O.C.G.A. §53-12-80(b).
19
O.C.G.A. §53-12-80(d).
20
O.C.G.A. §53-12-420(2).
18
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E.

Trustee Discretion for Distributions

Delineating trustee discretion in the terms of the trust can be tricky. Too liberal discretion may
frustrate the purpose of the trust and language stating that the trustee can only supplement
benefits may be too restrictive for the beneficiary’s particular situation. In order to maximize the
benefit of the trust to the beneficiary and properly limit the trustee’s discretion, the trust should
include terms directing that the assets and income of the trust are to “Supplement not Supplant”
any public benefits received by the beneficiary.

However, the terms should also allow

flexibility in spending to maximize the beneficiary’s quality of life so long as it does not interfere
with or extinguish benefits. Even if allowed by the Trust document, a trustee must understand
whether the beneficiary is receiving SSI and what distributions would be considered ISM and
therefore reduce the monthly SSI amount paid to the beneficiary and potentially causing
termination of Medicaid benefits.

F.

Trust Protector

Including a trust protector in a special needs trust helps insure that the trust will be managed and
distributed properly. A trust protector can step in if a trustee is making distributions that risk the
eligibility of a beneficiary for public benefits. A trust protector may also be used to revise the
trust without filing a court petition. This is important in order to maintain compliance with everchanging Medicaid rules. The trust should include language stating that the purpose of trust is to
maintain the beneficiary’s public benefits and the purpose of trust protector is to revise the trust
for compliance with Medicaid and other public benefits.
Care should be given when drafting powers given to a trust protector. The trust protector should
not be given so many powers that they become a co-trustee. Not only can expansive powers
create friction with the trustee, but may also impose a fiduciary duty on the trust protector that
may not have been intended. It is advisable that the trust state that the trust protector is NOT a
trustee and owes no fiduciary duties to anybody or has any duty to act. However, it is prudent to
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note that the declaration of no fiduciary duty is not enough to make it so – the trust protector
must act in a limited manner to avoid a fiduciary duty being imposed on the position.
It is recommended that the trust protector be someone who would be considered an independent
trustee, and not a descendant of the trust beneficiary. It is not uncommon for a family to have no
one that would be willing or able to serve as a trust protector. In that case, it is recommended that
the trust protector provisions be included in the trust along with some language regarding the
selection of a trust protector such as reserving the right to nominate a trust protector at a later
time or upon a specific event, or directing a specific person to appoint a trust protector at such
time as one is necessary.
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Unless you have been brain dead for a while, then you recognize that lawyers, as
a group, don’t fare well in the public mind, and that we have reputations that make us the
butt of jokes, sometimes with justification, but usually, because people seem to love to
hate lawyers. That is, until they need one.
Lawyers are widely seen as:
(1) making a lot of money;
(2) being dishonest;
(3) being unscrupulous;
(4) blood suckers;
(5) if not totally dishonest, then at least distorters of the truth; and/or
(6) hired guns.
This list, of course, isn’t exhaustive or exclusive to lawyers or

necessarily

directly on topic, but given our bad reputations, which, I believe, is largely undeserved
and in many cases, flows directly from the public’s misunderstanding of our adversarial
system of justice and dispute resolution system, and the fact that the law is not black and
white, but involves shades of grey, every lawyer has a duty not to add to the public’s dim
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view of the profession, by avoiding those things that cross the line between what our
profession is allowed to do and what is not permitted.
With that in mind, our self-regulating State Bar has been kind enough to adopt a
lengthy set of rules known as the Georgia Rules of Professional Conduct, which can be
found on-line at the State Bar website, generally:
(http://www.gabar.org/barrules/ethicsandprofessionalism/index.cfm)
and more specifically at:
http://www.gabar.org/barrules/georgia-rules-of-professional-conduct.cfm
Most of the rules really don’t need much explanation as to why they have been
adopted although their meanings may be in doubt and I am sure that all of us have
consulted some of them, if not on a regular basis, then at least when (1) another attorney
does something that sounds or looks questionable; (2) a client, opposing counsel or
opposing party has threatened to file a bar complaint; (3) an actual bar complaint has
been filed; or (4) a client has asked us to do something that just doesn’t sound right It is
the later that is most applicable to this paper.
The Bar does maintain a “help line” (404-527-8741 or 800-682-9806) that a
lawyer can use to get advice or help when an ethical question arises, but from my own
experience, what usually happens is that you will be directed to the rules, and probably
even to a specific rule, and left to figure it out for yourself.

I don’t say this as a criticism

of the Bar, however, because I learned a long time ago that our rules of conduct, just like
a most of the law we deal with, are not bright lines, but rather are capable of
interpretation, except of course, when it comes to your escrow account. Except for that,

128

and getting convicted of a crime of moral turpitude that directly reflects on your honesty
and trustworthiness, most of us have to rely on seminars like these to figure out what to
not to do.
Answers can also be obtained to questions submitted on-line, using your member
log-in.
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Who is Your Client?
When being asked to draft a trust, the obvious answer to “who is your client” is
that, at least to begin with, your client is the grantor or at least, that should be the answer.
However, because a trust has beneficiaries, which might include the grantor and others,
the definition of client should probably be expanded to

include the third-party

beneficiaries, including the contingent beneficiaries.
While a direct attorney-client relationship will not exist between the attorney and
the non-grantor beneficiaries, the rules that apply to the attorney-client relationship that
are found in the Georgia Rules of Professional Conduct that all Georgia lawyers are
bound by will probably also apply, in most cases, to the indirect relationship between the
attorney and the third-party beneficiaries. One should remember that if the attorney has
screwed up, it probably won’t do any good for the attorney to claim that the client is dead
and that the unhappy beneficiaries are owed no duty whatsoever.

It will also not be

much of a defense to a malpractice action.
The issue of who your client is also may come up when a third-party has initiated
the meeting and has brought the client in for the purpose of making a trust or a will with a
trust.
It is important to identify your client so that you can avoid conflicts and so that
you know to whom you owe the duties that Rules of Professional Conduct spell out.
An attorney has a duty to avoid compromising situations involving a client, since
those situations have a strong tendency to affect the attorney’s ability to provide unbiased
advice to the client. One thing that may come up and that could be described as a
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compromising situation, is where the grantor asks the attorney to be the trustee. In my
opinion, unless you are an immediate family member drafting the trust at the request of
the grantor (like one or more of your parents), this is a request that should be denied.
The obvious thing that comes to mind is that it will be difficult to avoid the ugly
allegation that you have a conflict of interest, no matter how much the grantor trusts you
and no matter how honest you think you can be and after the grantor has left the scene,
you will be left open to the justified or unjustified claims of the beneficiaries.
If enough money is involved, disgruntled beneficiaries will search far and wide
for someone to blame. An example that is currently being played out involves the Rollins
family.
http://www.forbes.com/sites/clareoconnor/2014/09/29/inside-the-3-billion-feud-tearinggeorgias-rollins-family-apart/#652113ed38ab
So far the attorneys in the Rollins family saga are not the target and probably
won’t be, since this is a family squabble and the trustee(s) are the sons of O. Wayne
Rollins and one “independent trustee.”
While the Rollins trustees probably only have their reputations to consider, having
a lawyer who participated in the drafting of the complicated scheme of multiple and
related trusts serve as trust, would add a layer of complication, especially since the
lawyer has more to lose than his or her reputation.
My strong recommendation is that an attorney who drafts a trust for a client
should never agree to serve as trustee, unless the grantor is a very close family member
and even then the attorney should think long and hard about it before saying yes. If an
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attorney who drafts a trust instrument for a grantor agrees to serve as trustee, the attorney
should recommend to the client that everything be reviewed by another attorney who can
give the client independent advice. If anything goes wrong, the trustee-attorney is open
to claims by beneficiaries that may end up affecting the attorney’s ability to practice law,
including a claim that leads to disbarment.

In addition, multiple trustees may help

insulate the attorney trustee, but as noted above, if enough money is involved, then the
attorney trustee can be expected to be dragged in to the litigation.
An attorney serving as a trustee of a trust he or she drafted at the request of the
grantor is going to have a difficult time arguing that he or she did not have a conflict of
interest, if something goes wrong. In the Rollins litigation, the dispute is between
generations of the same family, but the independent Trustee, who is eighty-eight and was
a friend and associate Rollins senior, is still a party to the litigation.
The lawyer who is asked to become a trustee, or who volunteers to be a trustee, may also
be compromised by the fact that he or she can earn substantial fees once the trust is
established and funded. While these fees are set by statute, they could be substantial.
The Rules of Professional Conduct have several specific rules related to conflicts
of interest and what they are and what we shouldn’t do, but, like most things written by
lawyers and even worse, like most things written by lawyers for lawyers, at least in the
rules themselves, little guidance is offered on how to avoid conflicts of interest. Portions
of two of these rules are relevant to this topic.
These is a general rule, Rule 1.7 – Conflicts of Interest: General Rule, which
says:
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“(a) A lawyer shall not represent or continue to represent a client if
there is a significant risk that the lawyer's own interests or the
lawyer's duties to another client, a former client, or a third person will
materially and adversely affect the representation of the client, except
as permitted in (b).
(b) If client consent is permissible a lawyer may represent a client
notwithstanding a significant risk of material and adverse effect if
each affected or former client consents, preferably in writing, to the
representation after:
(1) consultation with the lawyer,

(2) having received in writing reasonable and adequate information
about the material risks of the representation, and
(3) having been given the opportunity to consult with independent
counsel.
...“
The difficulty for the lawyer serving as a trustee is that some of the beneficiaries
may not even exist yet, so it will be hard to get their consent.
There is also a more specific rule, Rule 1.8 - Conflicts of Interest: Prohibited
Transactions, which says:
(a) A lawyer shall neither enter into a business transaction with a
client if the client expects the lawyer to exercise the lawyer's
professional judgment therein for the protection of the client, nor
shall the lawyer knowingly acquire an ownership, possessory, security
or other pecuniary interest adverse to a client unless:
(1) the transaction and terms on which the lawyer acquires the
interest are fair and reasonable to the client and are fully disclosed
and transmitted in writing to the client in a manner which can be
reasonably understood by the client;
(2) the client is given a reasonable opportunity to seek the advice of
independent counsel in the transaction; and
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(3) the client consents in writing thereto.
(b) A lawyer shall not use information gained in the professional
relationship with a client to the disadvantage of the client unless the
client consents after consultation, except as allowed in Rule 1.6.
(c) A lawyer shall not prepare an instrument giving the lawyer or a
person related to the lawyer as parent, child, sibling, or spouse any
substantial gift from a client, including a testamentary gift, except
where the client is related to the donee.
...“
There is language in this rule that could prove troublesome for the lawyer-trustee,
if something goes wrong or even if something doesn’t go wrong, but beneficiaries
complain about decisions the lawyer-trustee makes, since while the grantor may have
been happy with the lawyer earning trustee fees (which in the case of a billion dollar trust
can be a lot of money), the disgruntled beneficiaries may not be so happy.
The issue that arises where a third-party has brought the grantor client to the
lawyer will be discussed below. In those cases it may be more difficult for the lawyer to
identify the client in the transaction. Commons sense usually dictates that that the client
will always be the grantor, but this can get murky if the lawyer has a previous
professional relationship with the client escort and the client escort has contacted the
lawyer and asked the lawyer to prepare a document for the “escortee.”

This will be the

case where the person bringing the lawyer and client together is a care-taker or relative
who benefits from the trust to a greater degree than other beneficiaries or other similarly
situated beneficiaries.
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One final thought applies to this situation. If either the person who is doing the
escorting or the putative grantor are unknown to you ask for picture identification and
make a copy of that identification.
Confidentiality in Third Party Communications
If the trust is created by a Will, its terms are going to be a matter of public record
and the lawyer’s duty of confidentiality is relieved somewhat, at least as to the terms of
Trust. However, all communications between the client and the attorney are subject to
Rule 1.6 Confidentiality of Information. (See Appendix I)
And generally, the attorney is bound to preserve the confidentiality of the
communications between the attorney and the client, unless relieved of that burden by the
client or some other waiver of the privilege, even after the client dies.
The confidentiality of the communications between the lawyer and the client may
be compromised altogether if someone other than a member of the lawyer’s staff is
present while the lawyer and client are communicating, but even in those cases, the
lawyer is not given free rein in revealing client confidences, because the privilege
belongs to the client.
This gets tricky, since in many cases, the original client may have died before the
trust comes into existence, and while the privilege generally survives the death of the
client, the lawyer who drafted the trust may have to reveal confidential communications
(1) to insure that the intent of the grantor is carried out; (2) in defense of attempts by a
beneficiary to defeat the trust (or Will); (3) where the expressed intent of the grantor is
to defraud his or her creditors (as opposed to protecting assets from future creditors); (4)
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where the grantor is attempting to secrete money from a crime victim; or (5) to respond to
bar complaints and malpractice claims made by the beneficiaries against the lawyer.
Certainly, while the client is alive, the lawyer has a duty not to tell a potential
beneficiary that his grandmother thinks he is a worthless jerk and therefore he shouldn’t
be looking forward to an inheritance or enjoying the fruits of a trust fund, unless of
course, Grandmother authorizes the attorney to reveal the information as an object lesson
to her worthless grandson in hopes that he will mend his ways.

136

Assessing the Client’s Capacity
The Rules of Professional Conduct

also have a provision that requires the

attorney to assess the client’s mental capacity in connection with decisions the client is
making that translate into instructions for the attorney.
The rule, Rule 1.14 Client Under a Disability (See Appendix I) places a duty
on the lawyer to make some determination regarding whether a client’s ability to make a
decision is impaired by age, mental or medical disability or for some other reason. The
lawyer is still required to maintain a normal attorney-client relationship, but in some
cases, the attorney may have a duty to seek the appointment of a guardian or take other
protective action (the rule does not say what action) if the attorney believes that the client
cannot adequately act in the client’s own interest.
For the trust lawyer this might come into play when a client, who is not a regular
client, or who is not anyone the lawyer has ever seen before, is brought in by third-party
with a request that the lawyer draft a trust or a will with trust provisions.
Not every situation like this is going to be a problem, but where the third-party
initiated the appointment and brought the client to the attorney and where the third party
is (a) a caretaker; (b) a child, but not the only child; (c) a close relative, but not the only
close relative; (d) a neighbor; or (e) a friend, the attorney needs to be alert and should
take steps to make sure that what the attorney is being asked to do is what the client
wants and what the client understands.
In a situation like this, the attorney should insist on interviewing the client outside
of the presence of the person who brought the client in, to assess, as best the lawyer can,

137

the client’s capacity to make reasoned and rational decisions, free from the influence of
others.
Some red flags might include (a) a request to draft an instrument that favors a
caretaker, (b) a request to draft an instrument creating a trust that favor’s someone like
Anna Nicole Smith (but only where the grantor is very old and drooling); (c) a request
that an instrument be drafted that favors one child over all others, or even excludes all
children save one; (d) a request that the attorney draft an instrument that favors someone
who would not normally be a “natural object” of the grantor’s affection; or (e) a request
to draft an instrument that raises an attorney’s suspicions.
Most of these situations can be investigated by a private discussion with the client
and the attorney has a duty to question the client about the source of the request, the
client’s knowledge of what he or she is doing, the reasons for omitting some children and
not others, the client’s knowledge of his or her affairs and estate, and anything else that
might shed some light on the client’s capacity. These are also things that will apply
equally to wills and trusts. Once the attorney is satisfied that what the attorney is being
asked to prepare is what the client wants, and not something that someone else who is
exercising influence over the client wants, the attorney has probably satisfied his or her
duty to assess the client’s capacity.
Since an intervivos trust can pass assets to successor beneficiaries without anyone
having to go to probate court, the lawyer has to be especially alert to schemes that
involve undue influence or lack of mental capacity on the part of the grantor.
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Avoiding Fraudulent Transfers
In order to be alert to potential fraudulent transfers, the attorney needs to know
the basic elements of such a transfer. You will be happy to know that Georgia has
adopted the “Uniform Fraudulent Transfers Act” and you can find it at O.C.G.A. §18-270, et. seq.
A fraudulent transfer as opposed to a perfectly legitimate transfer has several
elements, all of which have to be present for the transfer to be voidable.
First, the transfer is one that is made for less than fair market value or adequate
consideration and certainly can include one that is made for no consideration at all. A
transfer of assets into a trust without anything being received in return would certainly fit
into this category;
Second, the transfer has to be for all or substantially all of the transferors assets,
leaving the transferor insolvent;
Third, the transfer has to have been made after a claim by a creditor has arisen
(such as a judgment) or even after a lawsuit is pending; and
Fourth, while not exactly spelled out in the code, the transfer has to be for some
reason that is not legitimate, and probably is being made to hide or protect assets from
creditors.
There is also a question of intent, and if the transferor or grantor has no intention
of cheating his or her creditors and continues to pay his or her creditors, the transfer is
probably not fraudulent, even if the grantor is unable to pay his or her creditors at some
later date.
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The Act also contains specific rules regarding setting aside the transfer and in
some instances piercing the entity that received the property, like a trust.
Where a potential grantor is asking the attorney to place all of his or her assets
into a trust, the attorney has a duty to make some inquiries to satisfy himself or herself
that he or she is not being asked to help the grantor commit fraud.
The attorney-client privilege applies and the potential grantor should be assured
that everything being communicated is protected, because, the attorney wants (hopes) for
a candid discussion with the client.
If the proposed transfer has all of the elements set out above and it is to a
revocable trust, it won’t be very effective anyway, because transfers to revocable trusts
do not insulate the property transferred from creditor claims whether or not they are
fraudulent. O.C.G.A. §53-12-82.
For these reasons, the attorney has a duty to advise the client that his or her
scheme probably won’t work and will in fact end up costing more in the end, because he
or she will have to pay the creditor’s attorney’s fees and maybe even punitive damages.
For a more specific definition of a fraudulent transfer found in the act, see
O.C.G.A. §18-2-75.

Intent is discussed at O.C.G.A. §18-2-74 and insolvency at

O.C.G.A. §18-2-72. There is also an exception for good faith or bona fide transferees,
but if the transferee is a trust created by the grantor, this exception is not going to apply.
The grantor can do all of the things outlined above and it will not be a fraudulent
transfer if there is no pending creditor claim, i.e., even if the transfer renders the grantor
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“insolvent” since a debt free grantor can hardly be shown to be cheating non-existent
creditors.
In other words, it may be possible to place ones assets into an irrevocable trust,
with a spendthrift clause, if there are no pending claims and the intent is not to defeat or
cheat creditors, but rather the intent is to protect the grantor’s property from an
impending descent into dementia or from the fear that grantor might be going into a
business venture that could result in ruinous liability claims, like real estate development
(i.e., future, not yet identified claims).

The problem of course, is that the trust has to be

irrevocable, which means that the grantor is giving up some or all of the control.
Where the grantor is trying to protect his property or assets from potential future
creditors, Georgia does not make it easy and because the grantor forfeits a large measure
of control, trusts set up for this purpose in Georgia are not very common.
Obviously, the attorney has a duty to avoid helping the client avoid making
fraudulent transfers, if for no other reason, than to avoid the grantor filing a third-party
complaint against the attorney, when the grantor gets sued by the creditor. In addition,
and because fraud is such an ugly word, the attorney who is asked to participate in a
scheme to defraud a client’s creditors should politely decline and send the client away,
after the appropriate lecture of course. Willfully participating in a fraudulent scheme
may be illegal and might cost an attorney his or her license.
And it is probably not a good idea to refer the client to a less scrupulous colleague
or at least a colleague you think is less scrupulous.
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That said transferring assets into a trust to defeat creditors, even current creditors
is probably better than what one of my current clients did (before he came to see me, of
course.) A client heard, while attending a professional meeting, that a good way to keep
your property away from potential creditors was to transfer it to your children. In this
case, that is exactly what the client did. Unfortunately the children were minors and
subsequent events intervened to really foul things up. To say that the situation appeared
to FUBAR1 is a considerable understatement. The property was ultimately lost.
_____________________________________________________________
1

For the exact meaning use Google or ask a Marine.
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APPENDIX I
SOME BAR RULES
RULE 1.1 COMPETENCE
A lawyer shall provide competent representation to a client. Competent
representation as used in this Rule means that a lawyer shall not handle a matter
which the lawyer knows or should know to be beyond the lawyer's level of
competence without associating another lawyer who the original lawyer
reasonably believes to be competent to handle the matter in question. Competence
requires the legal knowledge, skill, thoroughness and preparation reasonably
necessary for the representation.
The maximum penalty for a violation of this Rule is disbarment.
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RULE 1.6 CONFIDENTIALITY OF INFORMATION
a. A lawyer shall maintain in confidence all information gained in the professional
relationship with a client, including information which the client has requested to
be held inviolate or the disclosure of which would be embarrassing or would
likely be detrimental to the client, unless the client gives informed consent, except
for disclosures that are impliedly authorized in order to carry out the
representation, or are required by these Rules or other law, or by order of the
Court.
b.
1. A lawyer may reveal information covered by paragraph (a) which the lawyer
reasonably believes necessary:
i. to avoid or prevent harm or substantial financial loss to another as a result of
client criminal conduct or third party criminal conduct clearly in violation of the
law;
ii. to prevent serious injury or death not otherwise covered by subparagraph (i)
above;
iii. to establish a claim or defense on behalf of the lawyer in a controversy
between the lawyer and the client, to establish a defense to a criminal charge or
civil claim against the lawyer based upon conduct in which the client was
involved, or to respond to allegations in any proceeding concerning the lawyer's
representation of the client;
iv. to secure legal advice about the lawyer's compliance with these Rules.
2. In a situation described in paragraph (b)(1), if the client has acted at the time
the lawyer learns of the threat of harm or loss to a victim, use or disclosure is
permissible only if the harm or loss has not yet occurred.
3. Before using or disclosing information pursuant to paragraph (b)(1), if
feasible, the lawyer must make a good faith effort to persuade the client either not
to act or, if the client has already acted, to warn the victim.
c. The lawyer may, where the law does not otherwise require, reveal information
to which the duty of confidentiality does not apply under paragraph (b) without
being subjected to disciplinary proceedings.
d. The lawyer shall reveal information under paragraph (b) as the applicable law
requires.
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e. The duty of confidentiality shall continue after the client-lawyer relationship
has terminated.
The maximum penalty for a violation of this Rule is disbarment.
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RULE 1.7 CONFLICT OF INTEREST: GENERAL RULE
a. A lawyer shall not represent or continue to represent a client if there is a
significant risk that the lawyer's own interests or the lawyer's duties to another
client, a former client, or a third person will materially and adversely affect the
representation of the client, except as permitted in (b).
b. If client informed consent is permissible a lawyer may represent a client
notwithstanding a significant risk of material and adverse effect if each affected
client or former client gives informed consent, confirmed in writing, to the
representation after:
1. consultation with the lawyer, pursuant to Rule 1.0(c);
2. having received in writing reasonable and adequate information about the
material risks of and reasonable available alternatives to the representation, and
3. having been given the opportunity to consult with independent counsel.
c. Client informed consent is not permissible if the representation:
1. is prohibited by law or these Rules;
2. includes the assertion of a claim by one client against another client represented
by the lawyer in the same or substantially related proceeding; or
3. involves circumstances rendering it reasonably unlikely that the lawyer will be
able to provide adequate representation to one or more of the affected clients.
The maximum penalty for a violation of this Rule is disbarment.
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Rule 1.8 Conflicts of Interest: Prohibited Transactions
(a) A lawyer shall neither enter into a business transaction with a client if
the client expects the lawyer to exercise the lawyer's professional
judgment therein for the protection of the client, nor shall the lawyer
knowingly acquire an ownership, possessory, security or other pecuniary
interest adverse to a client unless:
(1) the transaction and terms on which the lawyer acquires the interest are
fair and reasonable to the client and are fully disclosed and transmitted in
writing to the client in a manner which can be reasonably understood by
the client;
(2) the client is given a reasonable opportunity to seek the advice of
independent counsel in the transaction; and
(3) the client consents in writing thereto.
(b) A lawyer shall not use information gained in the professional
relationship with a client to the disadvantage of the client unless the client
consents after consultation, except as allowed in Rule 1.6.
(c) A lawyer shall not prepare an instrument giving the lawyer or a person
related to the lawyer as parent, child, sibling, or spouse any substantial gift
from a client, including a testamentary gift, except where the client is
related to the donee.
The maximum penalty for a violation of Rule 1.8(b) is disbarment.
The maximum penalty for a violation of Rule 1.8(a) and 1.8(c)-(j) is a public
reprimand.
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RULE 1.14 CLIENT WITH DIMINISHED CAPACITY
a.
When a client's capacity to make adequately considered decisions in
connection with a representation is diminished, whether because of minority,
mental impairment or for some other reason, the lawyer shall, as far as reasonably
possible, maintain a normal client-lawyer relationship with the client.
b.
When the lawyer reasonably believes that the client has diminished
capacity, is at risk of substantial physical, financial or other harm unless action is
taken and cannot adequately act in the client's own interest, the lawyer may take
reasonably necessary protective action, including consulting with individuals or
entities that have the ability to take action to protect the client and, in appropriate
cases, seeking the appointment of a guardian ad litem, conservator or guardian.
c.
Information relating to the representation of a client with diminished
capacity is protected by Rule 1.6. When taking protective action pursuant to
paragraph (b), the lawyer is impliedly authorized under Rule 1.6(a) to reveal
information about the client, but only to the extent reasonably necessary to protect
the client's interests.
The maximum penalty for a violation of this Rule is a public reprimand.
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APPENDIX II
Hypothetical Scenario
You are contacted by George Harrison. He wants you to prepare a trust for his
mother, who has been ill and may need extended nursing home or assisted living care
soon.
You find out the following information George:
(a) Mrs. Harrison is 93 years old;
(b) George has a brother and two sisters;
(c) George has been living with his mother in the house that he and his siblings
grew up in and he says that he has been taking care of his mother without any assistance
from his siblings;
(d) Mrs. Harrison is a widow;
(e)

Mrs. Harrison has the following assets:
(1) unencumbered real estate valued at $1,000,000.00;

(2) an investment account with a reputable brokerage firm, valued at
$1,250.000.00 as of the end of the prior month;
(3) jewelry insured for $250,000.00;
(4) 100 ounces of gold bullion in a safe in her home; and
(5) and a monthly income from social security, a pension and a 401(k)
left to her by her late husband Dr. Harrison that averages about $10,000.00 each month.
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(f) Mrs. Harrison is disappointed in all of her children, except for George and she
has loaned all of them money, but never received a penny of repayment and they never
come to see her;
(g) Mrs. Harrison has a day-time aide who helps her with dressing, eating and
getting to and from the toilet;
(h)

Mrs. Harrison is not ambulatory; and

(i) George has a written, durable financial power of attorney given to him by his
mother that gives him complete authority to act on her behalf.
George wants you to prepare an irrevocable Trust, naming him as Trustee and his
mother as beneficiary.

He tells you that his mother wants to transfer all of her assets to

a the Trust, to protect them, that she is to receive the income from the trust, including
from the 401k, pension and social security and that on her death, everything in the Trust
should be split between George and two charities (501(c) (3) type entities, selected by the
Trustee.
George tells you that his mother is very ill and that she cannot get out of the house
and he wants you to prepare the trust and all of the transfer documents so that assets can
be transferred. He wants you to provide detailed written instructions and he will take the
documents and get them executed and witnessed.

He also wants you to get a tax

identification number for the trust.
George will also pay you a flat fee of $15,000.00.

Should take on the assignment?

150

(1) Who is your client?
According to George, your client would be his mother, but is George your
client?
(2) If Mrs. Harrison is your client, how do you evaluate her capacity?
(3) Does it matter if George has a durable power of attorney?
(4) Do any of you smell a day old dead flounder anywhere in this?
(5) What are your ethical considerations?
(a) Without a chance to talk to Mrs. Harrison, you only have George’s
word that his mother wants to “disinherit” his siblings;
(b) Even if George has a durable power of attorney does his fiduciary
duty prevent unilateral action on his part?
(c)

Being a careful attorney, you have a chance to perform some due

diligence, as you check out title to the assets and discover a judgment against George and
his mother from Bentley Credit Corporation for $175,000.00, and the judgment was
recorded three days before George came to see you;
(i) Does this create a problem?
What should you tell George?
What if you run into one of George’s siblings in Church and that sibling asks if
you are doing some legal work for George or Mrs. Harrison. Can you say anything?
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