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QUAIL CREEK COMMUNITY FACILITIES DISTRICT

RESOLUTION NO. 31

A RESOLUTION OF THE DISTRICT BOARD OF QUAIL CREEK COMMUNITY FACILITIES

DISTRICT AUTHORIZING THE SALE AND ISSUANCE OF GENERAL OBLIGATION

REFUNDING BONDS, SERIES 2016; APPROVING THE FORM AND AUTHORIZING THE

EXECUTION AND DELIVERY OF A FIRST AMENDMENT TO DISTRICT DEVELOPMENT, 

FINANCING PARTICIPATION AND INTERGOVERNMENTAL AGREEMENT ( QUAIL CREEK

COMMUNITY FACILITIES DISTRICT), A SERIES 2016 STANDBY CONTRIBUTION

AGREEMENT, A SERIES 2016 DEPOSITORY AGREEMENT, A SERIES 2016 INDENTURE

OF TRUST AND SECURITY AGREEMENT, A BOND PURCHASE AGREEMENT, A SERIES

2016 CONTINUING DISCLOSURE UNDERTAKING AND CERTAIN OTHER DOCUMENTS

RELATING TO THE BONDS; AWARDING THE BONDS TO THE PURCHASER THEREOF; 

DELEGATING THE DETERMINATION OF CERTAIN TERMS OF THE BONDS AND MATTERS

RELATED THERETO TO THE DISTRICT MANAGER; APPROVING A PRELIMINARY

OFFICIAL STATEMENT RELATING TO THE BONDS; AUTHORIZING THE PREPARATION

OF A FINAL OFFICIAL STATEMENT RELATING TO THE BONDS AND AUTHORIZING

THE SUBSEQUENT LEVYING OF AN AD VALOREM PROPERTY TAX WITH RESPECT TO

THE BONDS; ADOPTING POST- ISSUANCE TAX COMPLIANCE AND CONTINUING

DISCLOSURE COMPLIANCE PROCEDURES IN CONNECTION WITH ISSUANCE OF

OBLIGATIONS OF THE DISTRICT AND AUTHORIZING THE TAKING OF ALL OTHER

ACTIONS NECESSARY TO THE CONSUMMATION OF THE TRANSACTIONS CONTEMPLATED

BY THIS RESOLUTION

BE IT RESOLVED BY THE DISTRICT BOARD OF QUAIL CREEK

COMMUNITY FACILITIES DISTRICT as follows: 

1. Findings. 

a. Pursuant to Title 48, Chapter 4, Article 6, Arizona Revised

Statutes ( hereinafter called the " Act"), and Section

9- 500. 05, Arizona Revised Statutes, the Town of Sahuarita, 

Arizona ( hereinafter called the " Municipality"), Quail

Creek Community Facilities District ( hereinafter called the

District") and Robson Ranch Quail Creek, LLC ( hereinafter

called the " Owner") entered into a District Development, 

Financing Participation and Intergovernmental Agreement

Quail Creek Community Facilities District), dated as of

September 1, 2005 ( hereinafter called the " Development

Agreement") to specify, among other things, conditions, 

terms, restrictions and requirements for public infrastruc-

ture ( as such term is defined in the Act) and the financing

of public infrastructure and subsequent reimbursements or

repayments over time. 

b. With regard to the property which makes up the real

property included within the District, the District and the

Owner specified some of such matters in the Development

Agreement, particularly matters relating to the acquisition

or construction of certain public infrastructure by the

District, the acceptance by the Municipality or other



2

appropriate political subdivisions, the reimbursement or

repayment of the Owner with respect thereto, the advance of

moneys for public infrastructure purposes and the repayment

of such advances and the obtaining of credit enhancement

for, and processing of disbursement and investment of

proceeds of, certain bonds, all pursuant to the Act. 

c. This district board of the District ( hereinafter called the

District Board") has determined to enter into a First

Amendment to the Development Agreement, to be dated as of

the first day of the month of the dated date of the

hereinafter described Second Series of the Bonds ( herein-

after called the " Development Agreement Amendment"), with

the Owner to provide for certain amendments to the

Development Agreement. 

d. The District is authorized ( 1) by Section 48- 719, Arizona

Revised Statutes to issue and sell general obligation bonds

of the District to provide moneys for public infrastructure

purposes consistent with The General Plan of Quail Creek

Community Facilities District ( hereinafter called the " Gen-

eral Plan") and ( 2) by Section 48- 709( G), Arizona Revised

Statutes to repay all or part of fees and charges collected

from landowners for public infrastructure purposes, the

advance of moneys by landowners for public infrastructure

purposes or the granting of real property by the landowner

for public infrastructure purposes from the proceeds of

such bonds pursuant to agreements entered into with

landowners and the Municipality, pursuant to Section

48- 709( A)( 10), Arizona Revised Statutes. 

e. Such bonds may not be issued unless approved at an election

ordered and called to submit to the qualified electors of

the District or to those persons who will be qualified to

vote pursuant to Section 48- 707( G), Arizona Revised

Statutes [ being, if no person has registered to vote within

the area to be included within the boundaries of the

District within fifty ( 50) days immediately preceding any

scheduled election date, the owners of land within the

District who will be qualified electors of the State of

Arizona and other landowners according to Section 48- 3043, 

Arizona Revised Statutes ( hereinafter called the " qualified

electors"),] the question of authorizing the District Board

to issue such bonds ( hereinafter called the " Bonds"). 

f. The District Board deemed it necessary and advisable to

order and call such an election and to establish the

procedures whereby such election should be held and did so

pursuant to Resolution No. 1 adopted by us on September 12, 

2005 ( hereinafter called the " Election Resolution"), which

provided that a special election be held on November 8, 

2005 ( hereinafter called the " Election"), at which time

there was submitted to the qualified electors of the
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District the question set forth in the official ballot

described in the Election Resolution. 

g. The election board for the Election filed with the District

Board its returns of election and the ballots cast at the

polling place, and the District Board canvassed the returns

of the Election and determined ( 1) that a total of one ( 1) 

ballot(s) had been cast in response to the questions sub-

mitted, that in answer to the questions submitted, such

ballot was marked " Bonds, Yes" and no ballots were marked

Bonds, No" with respect to the issuance of the Bonds; 

2) that the Election had been conducted and the returns

thereof made as required by law and ( 3) that only qualified

electors were permitted to vote at the Election. 

h. Pursuant to Resolution No. 2 adopted by us on November 14, 

2005, the District Board found and determined that a

majority of the votes cast by the qualified electors voting

at the Election voted " Bonds, Yes" and that up to and

including $30, 000, 000 aggregate principal amount of general

obligation bonds are therefore authorized to be sold and

issued. 

i. The District Board has caused $ 12, 660, 000 aggregate prin-

cipal amount of the Bonds, designated General Obligation

Bonds, Series 2006 and dated June 21, 2006 ( hereinafter

called the " First Series of Bonds"), to be sold and issued

to construct or acquire certain projects relating to

certain public infrastructure provided for in the General

Plan. 

j. The District is authorized by Sections 35- 473. 01 and

48- 719, Arizona Revised Statutes to issue and sell

refunding bonds to refund any general obligation bonds of

the District. 

k. The District Board ( 1) has determined and found that it is

expedient to refund all of the remaining, outstanding of

the First Series of Bonds ( hereinafter referred to as the

Bonds Being Refunded") and that the issuance of certain

general obligation refunding bonds by the District

hereinafter called the " Second Series of Bonds") and the

application of the net proceeds thereof to pay at maturity

or earlier redemption the Bonds Being Refunded are

necessary and advisable and in the best interests of the

District and shall result in a present value debt service

savings, net of costs associated with the Bonds, of not

less than three percent ( 3%) and ( 2) shall enter in its

minutes a record of the Second Series of Bonds sold and

their numbers and dates and levy and cause an ad valorem

tax to be collected, at the same time and in the same

manner as other taxes are levied and collected on all

taxable property in the boundaries of the District
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sufficient, together with moneys from the sources described

herein, to pay Debt Service ( as such term is hereinafter

defined) when due; provided, however, that the total

aggregate of taxes levied to pay principal of and interest

on the Second Series of Bonds in the aggregate shall not

exceed the total aggregate principal and interest to become

due on the Bonds Being Refunded from the date of issuance

of the Second Series of Bonds to the final date of maturity

of the Bonds Being Refunded; the owners of the Second

Series of Bonds shall rely upon the sufficiency of the

funds deposited as described in the hereinafter described

Indenture for the payment of the Bonds Being Refunded and

the issuance of the Second Series of Bonds shall in no way

infringe upon the rights of the owners of the Bonds Being

Refunded to rely upon a tax levy for the payment of

principal and interest on the Bonds Being Refunded if such

funds prove insufficient. 

l. Pursuant to the Act, the District Board has determined to

enter into a Series 2016 Standby Contribution Agreement, to

be dated as of the first day of the month of the dated date

of the Second Series of Bonds determined as provided herein

hereinafter called the " Standby Contribution Agreement"), 

by and among the District, the Owner and U. S. Bank National

Association, as trustee ( hereinafter called the " Trustee"), 

to provide for certain public infrastructure purposes for

the District, including for credit enhancement for the

Second Series of Bonds. 

m. Pursuant to the Act, the District Board has also determined

to enter into a Series 2016 Depository Agreement, to be

dated as of the first day of the month of the dated date of

the Second Series of Bonds determined as provided herein

hereinafter called the " Depository Agreement"), by and

between the District and U. S. Bank National Association, as

depository ( hereinafter called the " Depository"), to pro-

vide for certain public infrastructure purposes for the

District, including for credit enhancement for the Second

Series of Bonds. 

n. Pursuant to the Act, the District Board has further deter-

mined to enter into a Series 2016 Indenture of Trust and

Security Agreement, to be dated as of the first day of the

month of the dated date of the Second Series of Bonds as

provided herein ( hereinafter called the " Indenture"), from

the District to the Trustee to secure ( including with

amounts to be available pursuant to the Standby Contribu-

tion Agreement and the Depository Agreement), and process

the issuance, registration, transfer and payment and the

disbursement and investment of proceeds of, the Second

Series of Bonds.  ( Capitalized terms not otherwise defined

herein shall have the meaning ascribed to such terms in the

Indenture.)  The District Board has determined by this
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Resolution to authorize the sale and issuance of the Second

Series of Bonds and, in order to provide terms for, to

secure, and to provide for authentication and delivery of

the Second Series of Bonds by the Trustee, to authorize the

execution and delivery of the Indenture. 

o. Pursuant to the Act, the District Board has further also

determined to enter into a Series 2016 Continuing Dis-

closure Undertaking, to be dated even date with the deliv-

ery of the Second Series of Bonds ( hereinafter called the

Undertaking") to provide for certain securities laws

related, on- going, secondary market disclosure matters

related to the Second Series of Bonds. 

p. There have been placed on file with the District Clerk of

the District and presented to the District Board in connec-

tion with the amendment of the Development Agreement, the

proposed form of the Development Agreement Amendment, and, 

the purposes described in paragraphs 1. l. through n. 

1) the proposed form of the Standby Contribution Agree-

ment, ( 2) the proposed form of the Depository Agreement, 

3) the proposed form of the Indenture, ( 4) the proposed

form of the Bond Purchase Agreement relating to the Bonds, 

to be dated even date with their sale ( hereinafter called

the " Bond Purchase Agreement"), by and between the District

and Hilltop Securities, Inc. ( hereinafter called the

Underwriter"), ( 5) the proposed form of the Undertaking

and ( 6) the proposed form of the Preliminary Official

Statement relating to the Bonds, to be dated the date of

the mailing thereof ( the " Preliminary Official Statement").  

The documents described in Clauses ( 1) through ( 5), both

inclusive, are hereinafter referred to, collectively, as

the " Bond Documents.") 

q. The District Board hereby finds and determines that ( 1) the

amount of indebtedness evidenced by the Bonds Being

Refunded does not exceed the estimated cost of the public

infrastructure improvements financed with the proceeds of

the sale thereof plus all costs connected with the public

infrastructure purposes related thereto and sale and

issuance of the Second Series of Bonds and ( 2) the total

aggregate outstanding amount of the Second Series of Bonds

will not exceed sixty percent ( 60%) of the aggregate of the

estimated market value of the real property and improve-

ments in the District, all as provided in the Act. 

r. The District Board hereby further finds and determines

that, in order to have the Second Series of Bonds insured

by Assured Guaranty Municipal Corp. ( hereinafter called

AGM"), to the extent not otherwise prohibited by

applicable law from resolving to do so, while any of the

Second Series of Bonds remains outstanding and AGM is not

in default with respect to its policy for the Second Series
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of Bonds, additional amounts of the Bonds shall not be

issued unless, at the time of issuance thereof, the

principal amount of the Bonds and of any bonds issued to

refund the Bonds then outstanding and to be outstanding is

not more than fifty percent ( 50%) of the Net Assessed

Property Value for Secondary Tax Purposes ( as such term is

defined in the Preliminary Official Statement) of the

property within the boundaries of the District as of the

last preceding tax levy. 

s. Pursuant to the Internal Revenue Code of 1986, as amended

hereinafter called the " Code"), and the regulations

promulgated thereunder ( hereinafter called the " Regula-

tions"), issuers of obligations, the interest on which is

intended to be excludable from the gross income of the

owners thereof for federal income tax purposes ( hereinafter

called " Tax- Exempt Obligations"), are required to establish

policies and procedures to ensure compliance with the

applicable provisions of the Code and the Regulations, and

the District Board has determined that procedures should be

adopted in order to ensure that Tax- Exempt Obligations

issued by the District comply with the provisions of the

Code and the Regulations ( hereinafter called the " Tax

Compliance Procedures"). 

t. Pursuant to Section 240. 15c2- 12, General Rules and

Regulations, Securities Exchange Act of 1934, as amended

hereinafter referred to as the " Rule"), Participating

Underwriters ( as defined in the Rule) are required to

reasonably determine that issuers have entered into written

undertakings to make ongoing disclosure in connection with

offerings of obligations to investors subject to the Rule

and the District Board has determined that procedures

should be adopted in order to document practices and

describe various procedures for preparing and disseminating

such ongoing disclosure for the benefit of the holders of

the obligations of the District and to assist the

Participating Underwriters in complying with the Rule and

such written undertakings ( hereinafter, together with the

Tax Compliance Procedures, referred to as the

Procedures"). 

u. There has also been placed on file with the District Clerk

of the District and presented to the District Board the

Procedures. 

v. All formal actions concerning and relating to the passage

of this Resolution were taken in an open meeting, in

compliance with all legal requirements, and all things

required to be done preliminary to the authorization, sale

and issuance of the Second Series of Bonds have been duly

done and performed in the manner required by law, and the
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District Board is now empowered to proceed with the sale

and issuance of the Second Series of Bonds. 

w. All actions to refund the Bonds Being Refunded, whether

taken before or after adoption of this Resolution, are

ratified and confirmed and approved, respectively. 

2. a. Approval of Sale and Issuance of Second Series of Bonds.  

The Second Series of Bonds are hereby authorized to be

issued as a series of general obligation bonds of the

District to be designated " General Obligation Refunding

Bonds, Series 2016."  The Second Series of Bonds shall be

issued in the aggregate principal amount, be in fully

registered form only and denominations, bear interest from

their date, be numbered and mature and be subject to

redemption prior to maturity, in each case as provided in

the Indenture as determined by the District Manager as

hereinafter provided.  ( The Bonds Being Refunded shall be

paid at maturity or redeemed on the earliest redemption

date.)  The District Manager is hereby authorized and

directed to determine on behalf of the District:  ( 1) the

dated date ( but not later than December 31, 2016) and total

principal amount of the Second Series of Bonds and whether

the Second Series of Bonds shall be designated as " bank

qualified" for purposes of Section 265( b)( 3) of the Code; 

2) the final principal and maturity schedule of the Second

Series of Bonds; ( 3) the interest rate on each maturity of

the Second Series of Bonds and the dates for payment of

such interest; ( 4) the provisions for redemption in advance

of maturity of the Second Series of Bonds; ( 5) the sales

date, sales price and other terms of sale of the Second

Series of Bonds and ( 6) the provisions for credit enhance-

ment, if any, for the Second Series of Bonds upon the

advice of the Underwriter including pursuant to the Standby

Contribution Agreement and the Depository Agreement and

purchasing bond insurance for the Bonds; provided, however, 

that the foregoing determinations must result in at least

the savings indicated in the recitals hereto.  The Second

Series of Bonds shall be sold to the Underwriter in

accordance with the terms of the Bond Purchase Agreement

and at a price specified therein with original issue

discount and underwriter' s compensation in an amount

approximately equal to the amount in each case as

determined by the District Manager who is hereby authorized

and directed to so determine such matters.  ( If the Second

Series of Bonds is insured by AGM, it is further hereby

resolved that the condition described in paragraph ( r) of

the Findings hereto is made effective with the limitations

described therein.) 

b. Forms, Terms and Provisions, and Execution and Delivery, of

Second Series of Bonds.  The forms, terms and provisions of

the Second Series of Bonds provided for in the Indenture
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are hereby approved, with only such changes therein as are

not inconsistent herewith and as are approved by the

officers authorized in the Indenture to execute the Second

Series of Bonds, and each is hereby authorized to execute

and deliver them.  ( The persons who shall so execute and

deliver the Second Series of Bonds shall be the persons

holding such offices at the time of the initial issuance

and delivery of the Second Series of Bonds.) 

c. Forms, Terms and Provisions, and Execution and Delivery, of

Development Agreement Amendment and Bond Documents.  The

forms, terms and provisions of the Development Agreement

Amendment and the Bond Documents in substantially the forms

of such documents ( including the exhibits thereto) pre-

sented at the meeting at which this Resolution is adopted, 

are hereby approved, with such insertions, deletions and

changes as are not inconsistent herewith and as are

approved by the officers authorized to execute the

documents, which approval will be conclusively demonstrated

by the execution thereof, and the District Manager and the

District Clerk are hereby authorized to execute and attest, 

respectively, the Development Agreement Amendment and the

Bond Documents. 

d. Authorization to Execute and Deliver Order to Trustee.  The

District Manager is hereby authorized to execute and deliv-

er to the Trustee the written order of the District for the

authentication and delivery of the Second Series of Bonds

by the Trustee. 

e. Other Actions Necessary.  The District Manager, the Dis-

trict Clerk and the other officers of the District shall

take all action necessary or reasonably required to carry

out, give effect to and consummate the transactions contem-

plated by the Bond Documents, including without limitation, 

the closing and other documents required to be delivered in

connection with the sale and delivery of the Second Series

of Bonds.  ( The persons who shall so take such actions

shall be the persons holding such offices at the time of

the initial issuance and delivery of the Second Series of

Bonds.) 

f. Distribution of Disclosure Documents. 

1. The distribution by the Underwriter of the Preliminary

Official Statement is hereby authorized and directed, 

and the District Manager is hereby authorized and

directed to prepare, or cause the preparation of, and

to execute the Final Official Statement for the Second

Series of Bonds, to be dated even date with their

sale, and the distribution of the Final Official

Statement by the Underwriter is hereby approved. 
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2. The District Manager is hereby authorized to deem the

Preliminary Official Statement " final" as of its date

for purposes of Section 240. 15c2- 12, General Rules and

Regulations, Securities Exchange Act of 1934, as

amended.  In that respect, the District Manager is

further authorized to modify, or authorize the

modification of, the Preliminary Official Statement. 

g. Tax Levy. 

1. For each year while any of the Second Series of Bonds

are outstanding, the District Board shall, with the

limitations described in the Recitals hereto, annually

levy and cause to be collected an ad valorem tax, at

the same time and in the same manner as other taxes

are levied and collected on all taxable property in

the District, sufficient, together with any moneys

from any sources in the Enabling Act and under the

Indenture, to pay Debt Service when due. 

2. Moneys derived from the levy of the tax provided for

in this Section with respect to the Second Series of

Bonds when collected constitute funds to pay Debt

Service and shall be kept in the Series 2016 Tax

Account and separately from other funds of the Dis-

trict. 

3. The District Board shall make annual statements and

estimates of the amount to be raised to pay Debt

Service on the Bonds. The District Board shall file

the annual statements and estimates with the Clerk of

the Municipality and shall publish a notice of the

filing of the estimate.  The District Board, on or

before the date set by law for certifying the annual

budget of the Municipality, shall fix, levy and assess

the amounts to be raised by ad valorem taxes of the

District and shall cause certified copies of the order

to be delivered to the Board of Supervisors of Pima

County, Arizona, and to the Department of Revenue of

the State.  All statutes relating to the levy and

collection of State and county taxes, including the

collection of delinquent taxes and sale of property

for nonpayment of taxes, apply to the taxes provided

for by this Section. 

h. No Obligation of Municipality.  Neither the full faith and

credit nor the general taxing power of the Municipality is

pledged to the payment of the Bonds.  Nothing contained in

this Resolution, the Bond Documents or any other instrument

related to the Bonds shall be construed as obligating the

Municipality, or as incurring a charge upon the general

credit or any other credit or revenues of the Municipality

nor shall the breach of any agreement contained in this
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Resolution, the Bond Documents or any other instrument or

documents executed in connection therewith impose any

charge upon the general credit or any other credit or

revenues of the Municipality. 

i. Appointment of Trustee and Depository.  U. S. Bank National

Association, Phoenix, Arizona, is hereby confirmed as

Trustee, Registrar and Paying Agent and as Depository for

the purposes of the Indenture and the Depository Agreement, 

respectively. 

j. Implementation of Procedures.  The Procedures are hereby

adopted to establish policies and procedures related to the

purposes set forth in the Recitals hereto.  The right to

use discretion as necessary and appropriate to make excep-

tions or request additional provisions with respect to the

Procedures as may be determined is hereby reserved.  The

right to change the Procedures from time to time, without

notice, is also reserved. 

3. Repeal of Resolution.  After any of the Second Series of Bonds

are delivered by the Trustee to the Underwriter upon receipt of

payment therefor, this Resolution shall be and remain irrepeala-

ble until the Bonds and the interest thereon shall have been

fully paid, canceled and discharged. 

4. Severability; Amendment; Effective Date. 

a. If any section, paragraph, clause or provision of this

Resolution shall for any reason be held to be invalid or

unenforceable, the invalidity or unenforceability of such

section, paragraph, clause or provision shall not affect

any of the remaining provisions of this Resolution. 

b. This Resolution may only be amended as provided by the

terms of the Indenture. 

c. All resolutions or parts thereof inconsistent herewith are

hereby waived to the extent only of such inconsistency. 

d. This Resolution shall be effective immediately. 
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Section 9- 500. 05, Arizona Revised Statutes, the Town of Sahuarita, 

Arizona, a municipality duly incorporated and validly existing pursu-

ant to the laws of the State of Arizona ( hereinafter referred to as

the " Municipality"), the District and Quail Creek entered into a

District Development, Financing Participation and Intergovernmental

Agreement ( Quail Creek Community Facilities District, dated as of

September 1, 2005 ( hereinafter referred to as the " Agreement"), as a

development agreement" to specify, among other things, conditions, 

terms, restrictions and requirements for " public infrastructure" ( as

such term is defined in the Act) and the financing of public

infrastructure and subsequent reimbursements or repayments over time; 

and

WHEREAS, with regard to the real property described in the

Exhibit hereto ( hereinafter referred to as the " Property") which makes

up the real property included within the District, the Municipality, 

the District and Quail Creek specified some of such matters in the

Agreement, particularly matters relating to the construction or

acquisition of certain public infrastructure by the District, the

acceptance thereof by the Municipality and the reimbursement or

repayment of certain of such entities with respect thereto, all

pursuant to the Act, such public infrastructure being necessary for

the Property to be developed prior to the time at which the District

can itself pay for the construction or acquisition thereof; and

WHEREAS, the Agreement, including as amended by this Amend-

ment, as a " development agreement" is consistent with the " general

plan" of the Municipality, as defined in Section 9- 461, Arizona
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Revised Statutes, as amended, applicable to the Property on the date

the Agreement and on the date this Amendment was and is, respectively, 

executed;  

NOW, THEREFORE, in the joint and mutual exercise of their

powers, in consideration of the above premises and of the mutual

covenants herein contained and for other valuable consideration, and

subject to the conditions set forth herein, the parties hereto agree

that: 

Section 1.  ( a) The definition of " Bonds" in Article I of

the Agreement is amended to include the following immediately after

the word " Agreement" therein:  " and, for purposes of the definitions

of " District Expenses", Sections 6. 3, 8. 1, 9. 1, 10. 2 and, after giving

effect to any amendment hereto, 8. 3 and 10. 11, the bonds issued to

refund the Bonds." 

b) The definition of " Letter of Credit" in Article I

of the Agreement is deleted in its entirety and replaced with the

following: 

Letter of Credit" means a standby letter of

credit or substitute therefor issued under the terms

provided herein in favor of the District issued by an

institution, the deposits of which are federally insured

and which is of a credit quality satisfactory to the

District Manager, and drawable as provided herein, which

includes a provision requiring sixty ( 60) days' notice to

the District of any cancellation, terminations or non-

renewal thereof and immediate notice to the District of a
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material adverse change in the credit quality thereof and, 

without limiting the foregoing, otherwise shall be

acceptable to the District Manager in the exercise of

commercially reasonable standards.  The face amount of the

Letter of Credit, if any, for any series of the Bonds shall

be determined at the time of approval thereof by the

District Board. 

c) The last sentence of Section 6. 2( a) of the

Agreement is deleted in its entirety. 

d) The parenthetical in Section 6. 1( a) of the

Agreement is deleted in its entirety and replaced with the following: 

To the extent the District is not otherwise

prohibited from agreeing pursuant to applicable law and

subject to the last sentence of Section 2( a) of the

Resolution of the District Board adopted on October 24, 

2016, until the latter of such time as Quail Creek and its

affiliates hold fee title to less than fifteen percent

15%) of the total acreage of the Property or any Standby

Contribution has been released according to its terms, the

District shall not undertake the issuance of any of the

Bonds to finance costs of any public infrastructure other

than the Infrastructure ( for which the District may at any

time in its sole and absolute discretion undertake such

financing) without written approval of Quail Creek.) 

e) Section 6. 2( f) of the Agreement is deleted in its

entirety and replaced with the following: 
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Each of the Depository Agreements shall specific-

ally provide in addition to the matters provided

hereinabove that amounts held by the Depository pursuant to

a Depository Agreement shall be applied to supplement ad

valorem tax revenues of the District for the payment of

Total Debt Service if amounts are not available for such

purpose pursuant to the Standby Contribution Agreements and

that the Letter of Credit shall be drawn to its full

amount, payable to the District, upon the written demand of

the District Manager or the District Treasurer to the

institution supplying the Letter of Credit if any of the

following occurs:  ( a) the nonpayment by Quail Creek of any

amount due pursuant to the Standby Contribution Agreements

by Quail Creek ( after expiration of any applicable notice

and cure periods thereunder); ( b) the cancellation, 

termination or non- renewal of the Letter of Credit and a

failure by Quail Creek to substitute the Letter of Credit

not less than thirty ( 30) days before its cancellation, 

termination or expiration date or ( c) an adverse change in

the credit quality of the Letter of Credit as indicated in

the Depository Agreement without the District having

received within sixty ( 60) days after the date of such

change a substitute for the Letter of Credit as indicated

in the Depository Agreement.  Each of the Depository

Agreements shall specifically provide that any remaining

cash amounts or security instrument in lieu thereof held
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pursuant thereto shall be paid or released, respectively, 

to Quail Creek, upon the earlier of ( 1) payment in full of

all of the outstanding Bonds or provision for such payment

or ( 2) the first fiscal year of the District in which

principal of that series of the Bonds has started to be

amortized for which the District Manager has received

evidence satisfactory to the District Manager that, for

such Fiscal Year, a tax rate of $3. 00 per $ 100 of limited

assessed property valuation of property within the

boundaries of the District would have been sufficient to

pay the Maximum Annual Debt Service.  Such evidence shall

consist of a written projection, prepared by the financial

advisor of the District, that is based upon the application

of such secondary tax rate in light of the actual net

limited assessed valuation of the property within the

boundaries of the District for such Fiscal Year, assuming a

delinquency factor equal to the greater of five percent

5%) and the historic, average, annual, percentage

delinquency factor for the District as of such Fiscal Year

and without credit for any fund balances or investment

income accruing during such fiscal year.  ( After receipt of

proof of satisfaction of such condition, the District Board

shall approve in writing by affirmative action such

termination and payment or release, as applicable, such

approval not to be withheld unreasonably.)  Prior to such

payment or release, the face amount of the Letter of Credit
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shall be subject to reduction as follows: on February 15 of

each year, if the limited assessed property valuation of

property within the boundaries of the District used to levy

taxes during the preceding August exceeded that used in the

prior August, the difference between the Maximum Annual

Debt Service and the Discounted Tax Revenues shall be

calculated and the face amount of the Letter of Credit

shall be subject to automatic reduction to an amount equal

to three ( 3) times such difference. 

f) Section 6. 3 of the Agreement is deleted in its

entirety and replaced with the following: 

Other than ( 1) this Agreement, ( 2) the Bonds, 

3) any refundings bonds issued pursuant to the Act so long

as the related refunding results in a present value debt

service savings, net of costs associated with such

refunding bonds, of at least three percent ( 3%) and ( 4) any

obligations necessary in connection with any of foregoing, 

the District shall not incur, or otherwise become obligated

with respect to, any other obligations. 

g) Section 9. 3 of the Agreement is deleted in its

entirety. 

h) All references in the Agreement to " secondary

assessed valuation" shall instead be to " limited assessed property

valuation" for all purposes. 

Section 2.  The provisions of the Agreement are otherwise

hereby ratified and confirmed in all respects, in particular the
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indemnification provided by Article VIII thereof being effective in

all respects as it relates to this Amendment. 

Section 3.  This Amendment shall be binding upon and shall

inure to the benefit of the parties to this Amendment and their

respective legal representatives, successors and assigns; provided, 

however, that none of the parties hereto shall be entitled to assign

its right hereunder or under any document contemplated hereby without

the prior written consent of the other parties to this Amendment, 

which consent shall not be unreasonably withheld. 

Section 4.  Each party hereto shall, promptly upon the

request of any other, have acknowledged and delivered to the other any

and all further instruments and assurances reasonably requested or

appropriate to evidence or give effect to the provisions of this

Amendment. 

Section 5.  This Amendment sets forth the entire under-

standing of the parties as to the matters set forth herein as of the

date this Amendment is executed and cannot be altered or otherwise

amended except pursuant to an instrument in writing signed by each of

the parties hereto.  This Amendment is intended to reflect the mutual

intent of the parties with respect to the subject matter hereof, and

no rule of strict construction shall be applied against any party. 

Section 6.  This Amendment shall be governed by and inter-

preted in accordance with the laws of the State of Arizona. 

Section 7.  The waiver by any party hereto of any right

granted to it under this Amendment shall not be deemed to be a waiver

of any other right granted in this Amendment nor shall the same be



9

deemed to be a waiver of a subsequent right obtained by reason of the

continuation of any matter previously waived under or by this

Amendment. 

Section 8.  This Amendment may be executed in any number of

counterparts, each of which, when executed and delivered, shall be

deemed to be an original, but all of which taken together shall

constitute one of the same instrument. 

Section 9.  ( a) Pursuant to Section 38- 511, Arizona Revised

Statutes, the District may, within three years after its execution, 

cancel this Amendment, without penalty or further obligation, if any

person significantly involved in initiating, negotiating, securing, 

drafting or creating this Amendment on behalf of the District is, at

any time while this Amendment is in effect, an employee or agent of

Quail Creek in any capacity or a consultant to any other party of this

Amendment with respect to the subject matter of this Amendment and may

recoup any fee or commission paid or due any person significantly

involved in initiating, negotiating, securing, drafting or creating

this Amendment on behalf of the District from Quail Creek arising as

the result of this Amendment.  Quail Creek has not taken and shall not

take any action which would cause any person described in the

preceding sentence to be or become an employee or agent of Quail Creek

in any capacity or a consultant to any party to this Amendment with

respect to the subject matter of this Amendment. 

b) To the extent applicable under Section 41- 4401, 

Arizona Revised Statutes, Quail Creek shall comply with all federal

immigration laws and regulations that relate to their employees and
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their compliance with the " e- verify" requirements under Section

23- 214( A), Arizona Revised Statutes.  The breach by any of them of the

foregoing shall be deemed a material breach of this Amendment and may

result in termination as this Amendment relates to the offender.  The

District retains the legal right to randomly inspect the papers and

records of Quail Creek to ensure that they are complying with the

above- mentioned warranty.  Quail Creek shall keep such papers and

records open for random inspection during normal business hours by the

District.  Quail Creek shall cooperate with the random inspections by

the District including granting the District entry rights onto their

property to perform such random inspections and waiving their

respective rights to keep such papers and records confidential.  In

connection with such inspections, the District shall keep such papers

and records confidential, except to the extent that disclosure may be

required pursuant to applicable law. 

c) Pursuant to Section 35- 393 et seq., Arizona

Revised Statutes, Quail Creek certifies that it is not currently

engaged in, and for the duration of this Amendment shall not engage

in, a boycott of Israel.  The term " boycott" has the meaning set forth

in Section 35- 393, Arizona Revised Statutes.  If the Municipality or

the District determines that Quail Creek' s certification above is

false or that either has breached such agreement, the Municipality or

the District may impose remedies as provided by law. 

Section 10.  ( a) If any provision of this Amendment shall

be held invalid or unenforceable by any court of competent juris-
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diction, such holding shall not invalidate or render unenforceable any

other provision thereof. 

b) No later than ten ( 10) days after this Amendment is

executed and delivered by each of the parties hereto, Quail Creek

shall on behalf of the District record a copy of this Amendment with

the County Recorder of Pima County, Arizona. 

c) Unless otherwise expressly provided, the agreements

contained herein shall be deemed to be material and continuing, shall

not be merged and shall survive any conveyance or transfer provided

herein. 
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EXHIBIT

LEGAL DESCRIPTION OF PROPERTY

INCLUDED IN THE DISTRICT

PARCEL 1

A parcel of land located in Sections 6, 7, and 8, T. 18S., R. 14E., and

Sections 1 and 12, T. 18S., R13E., of the Gila and Salt River Meridian, 

Pima County, Arizona, more particularly described as follows: 

COMMENCING at the Northwest corner of said Section 6, T18S., R. 14E., 

said point being a found aluminum cap marked " NORTHWEST CORNER SECTION

6"; 

THENCE along the North line of the Northwest quarter of said Section

6, S89' 25' 48" E, a distance of 689. 37 feet to the POINT OF BEGINNING; 

THENCE continuing along said North line, S89°25' 48" E, a distance of

1, 858. 47 feet; 

THENCE S89° 25' 26" E, a distance of 1620. 62 feet; 

THENCE S17° 57' 47" W a distance of 689. 75 feet; 

THENCE S12° 46' 24" W a distance of 115. 96 feet, 

THENCE S05° 53' 16" W a distance of 476. 75 feet; 

THENCE S79° 12' 27" W a distance of 496. 86 feet; 

THENCE N34° 33' 43" W, a distance of 297. 82 feet; 

THENCE S55° 26' 17" W a distance of 728. 89 feet; 

THENCE S17° 46' 29" E, a distance of 548. 81 feet to the Northwesterly

comer of lot 150 of Quail Creek Block 1, Lots 1- 306 and Common Areas

B", " C", and " D" recorded in Book 43, Page 39, Pima County Recorder; 

THENCE S17° 46' 29" E along the Westerly line of said Quail Creek Block

1, Lots 1- 306, a distance of 744. 94 feet, to an angle point in said

Westerly line; 

THENCE continuing along said Westerly line S12° 52' 00" E, a distance of

1037. 57 feet, to the Southwesterly corner of lot 174M of said Quail

Creek Block 1, Lots 1- 306; 

THENCE Southeasterly along the Southerly line of said Quail Creek

Block 1, Lots 1- 306 S85°16' 22" E, a distance of 296. 51 to the

Southeasterly corner of lot 175M; 
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THENCE leaving said Southerly line S36° 46' 53" E, a distance of 1, 354. 26

feet; 

THENCE S04° 23' 03" E, a distance of 866. 39 feet; 

THENCE S78° 30' 18" E, a distance of 1, 177. 70 feet to a point on the

centerline of Quail View Loop per the Final Plat of Quail Creek 2, 

Blocks 1- 64 recorded in Book 51, Page 58, Pima County Recorder; 

THENCE along the centerline of Quail Range Loop S52°10' 00" E, a

distance of 476. 65 feet to a point of curve to the left, having a

radius of 600. 00 feet and a central angle of 42°50' 00"; 

THENCE Easterly along the arc of said centerline, a distance of 448. 55

feet; 

THENCE continuing along said centerline N85° 00' 00" E, a distance of

376. 62 feet to a point of curve to the right, having a radius of

600. 00 feet and a central angle of 34°00' 00"; 

THENCE Easterly along the arc of said centerline, a distance of 356. 05

feet; 

THENCE continuing along said centerline S61°00' 00" E, a distance of

522. 00 feet to a point of curve to the left, having a radius of 600. 00

feet and a central angle of 75°30' 00"; 

THENCE Easterly along the arc of said centerline, a distance of 790. 63

feet; 

THENCE continuing along said centerline N43° 30' 00" E, a distance of

227. 70 feet to point hereinafter referred to as POINT " B"; 

THENCE S46° 30' 00" E, a distance of 45. 00 feet, to the beginning of a

non- tangent curve, concave to the South, having a radius of 25. 00

feet, the center of which bears S46°30' 00" E; 

THENCE Easterly along said curve through a central angle of 90°00' 00", 

an arc distance of 39. 27 feet; 

THENCE S46° 30' 00" E, a distance of 151. 15 feet to the beginning of a

tangent curve, concave to the Southwest, having a radius of 970. 00

feet; 

THENCE Southeasterly along said curve, through a central angle of

01°49' 57", an arc distance of 31. 02 feet; to the beginning of a non-

tangent curve, concave to the Southwest, having a radius of 25. 00

feet, the center of which bears S45°19' 57" W; 

THENCE Northwesterly along said curve through a central angle of

38°42' 09", an arc distance of 16. 89 feet; 

THENCE S43° 30' 00" W a distance of 109. 65 feet; 
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THENCE S41° 00' 38" E a distance of 133. 26 feet; 

THENCE S32° 03' 46" E a distance of 133. 52 feet; 

THENCE S23° 06' 22" E a distance of 133. 52 feet; 

THENCE S08° 02' 24" W a distance of 90. 35 feet; 

THENCE S51° 25' 37" E. a distance of 65. 18 feet; 

THENCE N78° 29' 36" E, a distance of 110. 00 feet; 

THENCE S11° 30' 24" E. a distance of 193. 54 feet to the beginning of a

tangent curve, concave to the Northeast, having a radius of 1, 030. 00

feet; 

THENCE Southeasterly along said curve, through a central angle of

26°19' 27", an arc distance of 473. 23 feet; 

THENCE N52° 10' 09" E, a distance of 60. 00 feet, to the beginning of a

non- tangent curve, concave to the Northeast, having a radius of 970. 00

feet, the center of which bears N52° 10' 09" E; 

THENCE Southeasterly along said curve through a central angle of

06°06' 27", an arc distance of 103. 40 feet; 

THENCE N46° 03' 43" E, a distance of 122. 43 feet; 

THENCE S43° 56' 17" E, a distance of 66. 81 feet; 

THENCE S47° 11' 51" E, a distance of 100. 91 feet; 

THENCE N52° 28' 40" E, a distance of 131. 50 feet; 

THENCE N63° 52' 30" E, a distance of 198. 74 feet; 

THENCE N45° 58' 06" E a distance of 186. 86 feet; 

THENCE N20° 39' 25" E a distance of 80. 53 feet; 

THENCE N03° 23' 52" W a distance of 82. 36 feet; 

THENCE N36° 01' 32" E a distance of 93. 31 feet; 

THENCE N19° 30' 26" W a distance of 43. 06 feet; 

THENCE N40° 58' 24" W a distance of 101. 90 feet; 

THENCE N50° 51' 33" W a distance of 59. 43 feet; 

THENCE N25° 35' 36" W a distance of 36. 36 feet; 

THENCE N03° 28' 22" E a distance of 60. 07 feet; 
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THENCE N27° 20' 33" E a distance of 60. 58 feet; 

THENCE N41° 10' 36" E a distance of 212. 18 feet to the beginning of a

non- tangent curve, concave to the Southwest, having a radius of

1, 427. 50 feet, the center of which bears S48° 54' 23" W; 

THENCE Northwesterly along said curve through a central angle of

04°10' 24", an arc distance of 103. 98 feet; 

THENCE N44° 43' 59" E, a distance of 45. 00 feet; 

THENCE N45° 26' 32" W, a distance of 9. 00 feet; 

THENCE N44° 22' 58" E, a distance of 120. 00 feet; 

THENCE N37° 57' 52" E, a distance of 75. 65 feet; 

THENCE S36° 52' 18" E, a distance of 721. 37 feet to a point on the East

line of said Section 8; 

THENCE S00° 19' 00" E, a distance of 811. 56 feet; 

THENCE S00° 19' 51" E, a distance of 651. 86 feet; 

THENCE S89° 15' 28" W, a distance of 2, 642. 16 feet; 

THENCE S89° 16' 11" W, a distance of 1, 319. 79 feet; 

THENCE N00° 28' 48" W, a distance of 655. 34 feet; 

THENCE S89° 18' 44" W, a distance of 1, 197. 28 feet; 

THENCE N00° 42' 14" W, a distance of 72. 65 feet; 

THENCE N42° 10' 27" W, a distance of 342. 88 feet to the beginning of a

non- tangent curve, concave to the Northwest, having a radius of 845. 00

feet, the center of which bears N46° 55' 34" W; 

THENCE Southwesterly along said curve through a central angle of

46°57' 01", an arc distance of 692. 43 feet; 

THENCE S00° 01' 30" W, a distance of 60. 00 feet; 

THENCE N89° 58' 30" W, a distance of 594. 68 feet; 

THENCE S00° 31' 37" E, a distance of 1, 311. 64 feet; 

THENCE N89° 55' 51" W, a distance of 692. 48 feet; 

THENCE N22° 54' 16" E a distance of 810. 76 feet; 

THENCE N59° 28' 16" W a distance of 1, 385. 45 feet; 
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THENCE N59° 30' 41" W a distance of 2, 662. 66 feet; 

THENCE N59° 30' 29" W a distance of 1, 385. 47 feet; 

THENCE N30° 29' 31" E a distance of 407. 54 feet; 

THENCE N59° 30' 29" W a distance of 75. 00 feet; 

THENCE N80° 03' 48" W a distance of 150. 96 feet; 

THENCE N66° 28' 33" W a distance of 188. 76 feet; 

THENCE N42° 42' 29" W a distance of 137. 40 feet; 

THENCE N02° 09' 13" N a distance of 56. 55 feet; 

THENCE N14° 57' 58" E a distance of 85. 47 feet; 

THENCE N21° 49' 39" W a distance of 258. 88 feet; 

THENCE N28° 55' 06" E a distance of 254. 73 feet; 

THENCE N61° 31' 39" E a distance of 136. 53 feet; 

THENCE N72° 52' 39" E a distance of 422. 49 feet; 

THENCE N34° 44' 43" E a distance of 153. 07 feet; 

THENCE N71° 28' 23" E a distance of 111. 45 feet; 

THENCE N41° 01' 44" E a distance of 137. 87 feet; 

THENCE N58° 21' 09" E a distance of 292. 98 feet; 

THENCE S80° 09' 49" E a distance of 75. 00 feet to the point of curve of a

non- tangent curve to the left, of which the radius point lies

N80° 09' 49" W, a radial distance of 2, 000. 00 feet; 

THENCE Northerly along the arc, through a central angle of 05°14' 33", 

a distance of 183. 00 feet

THENCE N04° 35' 38" E, a distance of 1, 046. 83 feet; 

THENCE S87° 03' 00" E, a distance of 1, 101. 85 feet; 

THENCE N02° 57' 00" E, a distance of 99. 08 feet; 

THENCE N09° 58' 23" W, a distance of 1, 861. 54 feet; 

THENCE N16° 56' 59" E, a distance of 280. 91 feet; 

THENCE N03° 22' 05" W, a distance of 633. 45 feet to the POINT OF

BEGINNING. 
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The above described parcel contains 929. 49 acres, more or less. 

PARCEL 2

A parcel of land located in Section 5, T. 18S., R. 14E., of the Gila and

Salt River Meridian, Pima County, Arizona, more particularly described

as follows: 

COMMENCING at the Northwest corner of said Section 5, T18S., R. 14E.; 

THENCE along the North line of the Northwest quarter of said Section

5, S89° 24' 40" E, a distance of 919. 94 feet to the POINT OF BEGINNING; 

THENCE continuing S89°24' 40" E, a distance of 1711. 16 feet; 

THENCE S89° 26' 12" E, a distance of 2, 628. 94 feet; 

THENCE S00° 33' 46" E, a distance of 2, 600. 25 feet; 

THENCE S00° 29' 09" E, a distance of 1, 177. 63 feet; 

THENCE N63° 51' 17" W, a distance of 914. 96 feet; 

THENCE N31° 25' 45" W, a distance of 955. 64 feet; 

THENCE S69° 24' 01" W, a distance of 274. 89 feet to a point on curve of a

non- tangent curve to the left, said curve being on the centerline of

Quail Range Loop per the Final Plat of Quail Creek 2 Unit 16 recorded

in Book 55, Page 62, Pima County Recorder, of which the radius point

lies S69° 24' 01" W, a radial distance of 1, 300. 00 feet; 

THENCE Westerly along the arc of said centerline of Quail Range Loop, 

through a central angle of 110°10' 10", a distance of 2, 499. 67 feet; 

THENCE S49° 13' 51" W, a distance of 58. 50 feet; 

THENCE leaving said centerline of Quail Range Loop N34° 50' 20" W, a

distance of 908. 75 feet; THENCE N55° 03' 30" W, a distance of 470. 74

feet; 

THENCE N62° 43' 56" W, a distance of 376. 71 feet to the beginning of a

non- tangent curve, concave to the West, having a radius of 322. 50

feet, the center of which bears N87° 18' 49" W; 

THENCE Northerly along said curve through a central angle of

12°45' 07", an arc distance of 71. 78 feet; 

THENCE N10° 03' 57" W, a distance of 68. 46 feet; 

THENCE N58° 08' 56" E, a distance of 165. 49 feet; 

THENCE N20° 16' 58" E, a distance of 196. 06 feet; 
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THENCE N59° 42' 02" E, a distance of 233. 09 feet; 

THENCE S61° 26' 23" E, a distance of 178. 00 feet; 

THENCE N85° 54' 34" E, a distance of 287. 29 feet; 

THENCE N28° 33' 37" E, a distance of 45. 00 feet; 

THENCE N08° 33' 37" E, a distance of 174. 61 feet; 

THENCE N43° 44' 51" W, a distance of 480. 23 feet to the POINT OF

BEGINNING. 

The above described parcel contains 244. 58 acres, more or less. 

PARCEL 3

A parcel of land located in Sections 5 and 8, T. 18S., R. 14E., of the

Gila and Salt River Meridian, Pima County, Arizona, more particularly

described as follows: 

COMMENCING at the aforementioned POINT " B", described in the legal

description of PARCEL 1; 

THENCE N43° 30' 00" E, a distance of 222. 29 feet to the beginning of a

tangent curve, concave Northwesterly, having a radius of 2600. 00 feet; 

THENCE Northerly along said curve, through a central angle of

19°23' 44", an arc distance of 880. 14 feet to the POINT OF BEGINNING; 

THENCE N65° 53' 43" W, a distance of 45. 00 feet; 

THENCE N17° 19' 29" W, a distance of 365. 55 feet; 

THENCE N28° 38' 24" W, a distance of 319. 69 feet; 

THENCE N34° 52' 48" W, a distance of 269. 69 feet; 

THENCE N41° 04' 54" W, a distance of 58. 17 feet; 

THENCE N72° 59' 01" W a distance of 888. 47 feet; 

THENCE S88° 08' 09" W a distance of 65. 69 feet; 

THENCE S22° 49' 31" W a distance of 84. 90 feet; 

THENCE S65° 06' 02" E a distance of 40. 00 feet; 

THENCE S58° 18' 20" E a distance of 93. 52 feet; 

THENCE S53° 17' 39" E a distance of 95. 03 feet; 

THENCE S52° 09' 00" E a distance of 127. 17 feet; 
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THENCE S55° 16' 49" E a distance of 97. 42 feet; 

THENCE S31° 51' 34" W a distance of 60. 44 feet; 

THENCE N75° 07' 27" W a distance of 30. 48 feet; 

THENCE N67° 08' 11" W, a distance of 61. 67 feet; 

THENCE N41° 41' 08" W, a distance of 131. 83 feet; 

THENCE N58° 19' 02" W a distance of 73. 33 feet; 

THENCE N80° 40' 31" W a distance of 50. 02 feet; 

THENCE S75° 58' 19" W. a distance of 58. 64 feet; 

THENCE N88° 06' 15" W, a distance of 52. 06 feet; 

THENCE N69° 07' 01" W a distance of 48. 36 feet; 

THENCE N48° 01' 26" W a distance of 52. 87 feet; 

THENCE N18° 06' 05" W a distance of 74. 56 feet; 

THENCE N08° 25' 37" W a distance of 106. 61 feet; 

THENCE N09° 49' 57" W a distance of 74. 86 feet; 

THENCE N09° 56' 55" W, a distance of 186. 01 feet; 

THENCE N80° 03' 05" E, a distance of 46. 69 feet; 

THENCE S68° 04' 15" E, a distance of 196. 72 feet; 

THENCE N67° 24' 03" E, a distance of 64. 98 feet; 

THENCE N19° 01' 53" E, a distance of 178. 30 feet; 

THENCE S70° 16' 15" E, a distance of 206. 75 feet; 

THENCE N65° 15' 48" E, a distance of 101. 24 feet; 

THENCE S57° 59' 26" E a distance of 122. 37 feet; 

THENCE S52° 51' 17" E, a distance of 232, 85 feet; 

THENCE S52° 34' 38" E a distance of 213. 67 feet; 

THENCE S64° 12' 16" E, a distance of 191. 58 feet; 

THENCE S64° 19' 02" E a distance of 190. 06 feet; 

THENCE S36° 16' 11" E, a distance of 297. 39 feet; 
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THENCE S61° 27' 59" E a distance of 161. 28 feet; 

THENCE S65°06' 09" E a distance of 120. 17 feet to the beginning of a

non- tangent curve, concave to the West, having a radius of 2, 600. 00

feet, the center of which bears N81° 16' 35" W; 

THENCE Southerly along said curve through a central angle of

15°22' 51", an arc distance of 697. 96 feet to the POINT OF BEGINNING. 

The above described parcel contains 17. 94 acres, more or less. 
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THIS SERIES 2016 INDENTURE OF TRUST AND SECURITY AGREEMENT, 

dated as of December 1, 2016 ( hereinafter referred to as this " Inden-

ture"), from Quail Creek Community Facilities District, a community

facilities district duly organized and validly existing pursuant to

the laws of the State of Arizona ( hereinafter together with its

successors referred to as the " Issuer"), to U. S. Bank National

Association, a national banking association with a corporate trust

office in the City of Phoenix, Maricopa County, Arizona, as trustee

hereinafter together with any successor to the trust herein granted

referred to as the " Trustee"), 

W I T N E S S E T H: 

WHEREAS, pursuant to Title 48, Chapter 4, Article 6, 

Arizona Revised Statutes ( hereinafter referred to as the " Enabling

Act"), a general obligation bond election was held on November 8, 2005

hereinafter referred to as the " Election"), submitting to those

persons who were qualified to vote pursuant to the Enabling Act the

question of authorizing the district board of the Issuer ( hereafter

referred to as the " Board") to issue general obligation bonds of the

Issuer to provide moneys for any " public infrastructure purposes" ( as

such term is defined in the Enabling Act) consistent with the General

Plan for the Proposed Quail Creek Community Facilities District filed

with the Clerk of the Town of Sahuarita, Arizona, before or on

September 9, 2005; and

WHEREAS, the issuance of such general obligation bonds was

approved at the Election; and

WHEREAS, pursuant to a Resolution of the Board adopted on

May 8, 2006, the Board ( 1) authorized the sale and issuance of the

District' s General Obligation Bonds, Series 2006, in the aggregate

principal amount of $12, 660, 000 ( hereinafter referred to as the " Bonds

Being Refunded") to provide funds for all or a portion of the public

infrastructure purposes provided for in the Enabling Act and in the

hereinafter described Development Agreement to the extent authorized

by the Election and ( 2) entered in its minutes a record of such Bonds

sold and their numbers and dates and is levying and causing an ad

valorem tax to be collected, at the same time and in the same manner

as other taxes are levied and collected on all taxable property in the

boundaries of the Issuer sufficient, together with moneys from the

sources described in the hereinafter defined 2006 Indenture, to pay

debt service with respect to the Bonds Being Refunded when due; and

WHEREAS, pursuant to a Resolution of the Board adopted on

October 24, 2016 ( hereinafter referred to as the " Bond Resolution"), 

the Board has determined ( 1) that it is expedient to refund all of the

Bonds Being Refunded and that the issuance of general obligation

refunding bonds ( hereinafter referred to as the " Bonds") and the

application of the net proceeds thereof to pay at maturity or earlier

redemption the Bonds Being Refunded are necessary and advisable and in

the best interests of the Issuer and shall result in a present value

debt service savings, net of costs associated with the Bonds, of not
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less than three percent ( 3%) and ( 2) has entered in its minutes a

record of the Bonds sold and their numbers and dates and will levy and

cause an ad valorem tax to be collected, at the same time and in the

same manner as other taxes are levied and collected on all taxable

property in the boundaries of the Issuer sufficient, together with

moneys from the sources described herein, to pay Debt Service ( as such

term is hereinafter defined) when due with the limitations provided in

the Bonds and specifically provided that the total aggregate of taxes

levied to pay principal of and interest on the Bonds in the aggregate

shall not exceed the total aggregate principal and interest to become

due on the Bonds Being Refunded from the date of issuance of the Bonds

to the final date of maturity of the Bonds Being Refunded; and

WHEREAS, pursuant to ( 1) the Enabling Act and ( 2) Section

9-500. 05, Arizona Revised Statutes, the Town of Sahuarita, Arizona, a

municipality incorporated and existing pursuant to the laws of the

State of Arizona, the Issuer and Robson Ranch Quail Creek, LLC, a

limited liability company duly organized and validly existing pursuant

to the laws of the State of Delaware and having an interest in real

property within the boundaries of the District ( hereinafter referred

to as the " Owner"), have entered into a District Development, 

Financing Participation and Intergovernmental Agreement ( Quail Creek

Community Facilities District), dated as of September 1, 2005, as

amended by a First Amendment to District Development, Financing

Participation and Intergovernmental Agreement ( Quail Creek Community

Facilities District), dated as of December 1, 2016, ( hereinafter

referred to, as so amended, as the " Development Agreement"), as a

development agreement" to specify, among other things, conditions, 

terms, restrictions and requirements for " public infrastructure" ( as

such term is defined in the Enabling Act) and the financing of public

infrastructure and, with regard to the property which makes up the

real property included within the boundaries of the Issuer, 

particularly matters relating to the acquisition of certain public

infrastructure by the Issuer and the acceptance thereof by the

Municipality, all pursuant to the Enabling Act; and

WHEREAS, pursuant to the Enabling Act, the Issuer has also

entered into a Series 2016 Standby Contribution Agreement, dated as of

even date herewith ( hereinafter referred to as the " Series 2016 Stand-

by Contribution Agreement"), by and among the Issuer, the Trustee and

the Owner to provide for certain public infrastructure purposes for

the Issuer; and

WHEREAS, pursuant to the Enabling Act, the Issuer has also

entered into a Series 2016 Depository Agreement, dated as of even date

herewith ( hereinafter referred to as the " Series 2016 Depository

Agreement"), by and between the Issuer and U. S. Bank National

Association, as depository, to provide for certain moneys to be

available to the Issuer; and

WHEREAS, pursuant to the Enabling Act, the Issuer has

entered into this Indenture to secure, and process the issuance, 
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registration, transfer and payment and the disbursement and investment

of proceeds of, the Bonds; and

WHEREAS, the Board has by the Bond Resolution duly author-

ized the issuance of the Bonds and, in order to provide terms for, to

secure, and to provide for authentication and delivery of the Bonds by

the Trustee, has duly authorized the execution and delivery of this

Indenture; and

WHEREAS, all things have been done which are necessary to

make the Bonds, when executed by the Issuer ( or, as to any Bonds

issued in exchange therefor or in lieu or upon transfer thereof, 

authenticated and delivered by the Trustee hereunder), valid obliga-

tions of the Issuer, and to constitute this Indenture a valid security

agreement, collateral assignment and contract for the security of the

Bonds, in accordance with the terms thereof and of this Indenture; 

GRANTING CLAUSES

NOW, THEREFORE, THIS INDENTURE WITNESSETH that, to secure, 

except as otherwise provided herein, the payment of the principal of

and interest on the Outstanding Secured Bonds ( as such term and all

other undefined terms are hereinafter defined) and the performance of

the covenants therein and herein contained and the rights of the

Holders and the Insurer and to declare the terms and conditions on

which the Outstanding Secured Bonds are secured, and in consideration

of the premises and of the purchase of the Bonds by the holders

thereof, the Issuer by these presents does grant, bargain, sell, 

remise, release, convey, collaterally assign, transfer, mortgage, 

hypothecate, pledge, set over and confirm to the Trustee, forever, all

and singular the following described properties, and grants a security

interest therein for the purposes herein expressed, to-wit: 

GRANTING CLAUSE FIRST

All money and investments held for the credit of the Series

2016 Tax Account established with the Trustee as herein-

after described, unless necessary to pay Rebate ( herein-

after defined); 

GRANTING CLAUSE SECOND

Any and all interest of the Issuer in and to the Series

2016 Standby Contribution Agreement and the Series 2016

Depository Agreement and

GRANTING CLAUSE THIRD

Any and all property that may, from time to time hereafter, 

by delivery or by writing of any kind, be subjected to the

lien and security interest hereof by the Issuer or by

anyone in its behalf ( and the Trustee is hereby authorized

to receive the same at any time as additional security
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hereunder), which subjection to the lien and security

interest hereof of any such property as additional security

may be made subject to any reservations, limitations, or

conditions which shall be set forth in a written instrument

executed by the Issuer or the person so acting in its

behalf or by the Trustee respecting the use and disposition

of such property or the proceeds thereof; 

TO HAVE AND TO HOLD all said property of every kind and

description, real, personal, or mixed, hereby and hereafter ( by sup-

plemental indenture or otherwise) granted, bargained, sold, aligned, 

remised, released, conveyed, collaterally assigned, transferred, mort-

gaged, hypothecated, pledged, set over or confirmed as aforesaid, or

intended, agreed or covenanted so to be, together with all the appur-

tenances thereto appertaining ( said properties together with any cash

and securities hereafter deposited or required to be deposited with

the Trustee ( other than any such cash which is specifically stated

herein not to be deemed part of the Trust Estate) being hereinafter

collectively referred to as the " Trust Estate"), unto the Trustee and

its successors and assigns forever; 

BUT IN TRUST, NEVERTHELESS, for the equal and proportionate

benefit and security of the holders from time to time of all the

Outstanding Secured Bonds without any priority of any such Bond over

any other such Bond and to secure the observance and performance of

all terms, covenants, conditions, agreements and obligations of the

Issuer hereunder, except as herein otherwise expressly provided; 

UPON CONDITION that, if the Issuer, its successors or

assigns shall well and truly pay the principal of and interest on the

Outstanding Secured Bonds according to the true intent and meaning

thereof, or there shall be deposited with the Trustee or an escrow

agent such amounts in such form in order that none of the Bonds shall

remain Outstanding as herein defined and provided, and shall pay or

cause to be paid to the Issuer and the Trustee all sums of money due

or to become due to each of them in accordance with the terms and

provisions hereof and the observance or performance of all terms, 

covenants, conditions, agreements and obligations hereunder, then upon

the full and final payment of all such sums and amounts secured

hereby, or upon such deposit, this Indenture and the rights, titles, 

liens, security interests and assignments herein granted shall cease, 

determine, and be void and this Indenture shall be released by the

Trustee in due form at the expense of the Issuer, except only as

herein provided and otherwise this Indenture to be and remain in full

force and effect; 

AND IT IS HEREBY COVENANTED AND DECLARED that all the Bonds

are to be authenticated and delivered and the Trust Estate is to be

held and applied by the Trustee, subject to the further covenants, 

conditions, and trust hereinafter set forth, and the Issuer hereby

covenants and agrees to and with the Trustee, for the equal and

proportionate benefit of all Holders of the Outstanding Secured Bonds

except as herein otherwise expressly provided, as follows: 
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ARTICLE ONE

DEFINITIONS AND OTHER PROVISIONS

OF GENERAL APPLICATION

SECTION 1. 01. Definitions. 

For all purposes of this Indenture, except as otherwise

expressly provided or unless the context otherwise requires: 

1. The terms defined in this Article, except when

used in the forms set forth in Article Two, have the

meanings assigned to them in this Article and include the

plural as well as the singular. 

2. All references in this instrument to designated

Articles," " Sections" and other subdivisions are to the

designated Articles, Sections and other subdivisions of

this instrument as originally executed. 

3. The words " herein," " hereof" and " hereunder" and

other words of similar import refer to this Indenture as a

whole and not to any particular Article, Section or other

subdivision. 

Act" when used with respect to any Bondholder or Bond-

holders has the meaning stated in Section 1. 02. 

Alternate Letter of Credit" means an irrevocable, single-

draw, standby letter of credit authorizing a draw thereunder by the

Depository issued by a bank, a trust company or other financial insti-

tution with a Minimum Tier 1 Leverage Ratio and which has a term of

not less than one year from the date of its issuance, which Alternate

Letter of Credit shall be the same in all other material respects

except as to expiration date) as the Letter of Credit and shall have

the remaining face amount of the Letter of Credit. 

Annual Debt Service Requirement" means, for any Fiscal

Year, the amount to be paid in such Fiscal Year with respect to the

Bonds and any outstanding general obligation bonds or other

outstanding general obligation refunding bonds of the Issuer hereafter

issued for payment of principal of and interest on the Bonds and such

other bonds during such Fiscal Year. 

Board" means the District Board of the Issuer. 

Board Resolution" means a resolution of the Board certi-

fied by the District Clerk to be in full force and effect on the date

of such certification and delivered to the Trustee. 

Bond Counsel' s Opinion" means an opinion signed by an

attorney or firm of attorneys of nationally recognized standing in the

field of law relating to municipal bonds selected by the Issuer. 
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Bond Fund" means the fund of the Issuer so defined in

Section 5. 01. 

Bond Register" and " Bond Registrar" have the respective

meanings stated in Section 3. 04. 

Bond Resolution" means the Board Resolution adopted on

October 24, 2016, which, among other things provided for the issuance

of the Bonds. 

Bond Year" means each one- year period beginning on the day

after the expiration of the preceding Bond Year.  The first Bond Year

shall begin on the date of issue of the Bonds and shall end on the

date selected by the Issuer, provided that the first Bond Year shall

not exceed one calendar year.  The last Bond Year shall end on the

date of retirement of the last Bond. 

Bond Yield" is as indicated in the Tax Certificate.  Bond

Yield shall be recomputed if required by Regulations section

1. 148- 4(b)( 4) or 4( h)( 3).  Bond Yield shall mean the discount rate

that produces a present value equal to the Issue Price of all

unconditionally payable payments of principal, interest and fees for

qualified guarantees within the meaning of Regulations section

1. 148- 4(f) and amounts reasonably expected to be paid as fees for

qualified guarantees in connection with the Bonds as determined under

Regulations section 1. 148- 4( b).  The present value of all such

payments shall be computed as of the date of issue of the Bonds and

using semiannual compounding on the basis of a 360- day year. 

Bondholder" means a Holder of a Bond. 

Bonds" means all bonds authenticated and delivered here-

under. 

Bonds Being Refunded" means the remaining, outstanding of

the Issuer' s General Obligation Bonds, Series 2006, dated June 21, 

2006. 

Business Day" means any day on which payment can be

effected on the Fedwire System other than a Saturday; a Sunday; or a

legal holiday or equivalent ( other than a moratorium) for banking

institutions generally in the municipality where the designated

corporate trust office of the Trustee or the office of the account

bank of the Letter of Credit Bank is located. 

Claim" means any claim or enforcement proceeding in

connection with an Insolvency Proceeding. 

Closing Date" means the date of the initial authentication

and delivery of the Bonds to DTC. 
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Code" means the Internal Revenue Code of 1986, as amended

and in force and effect on the Closing Date. 

Costs of Issuance" means all items of expense directly or

indirectly payable by or reimbursable to the Issuer relating to the

execution, sale and delivery of the Bonds and the execution and

delivery of this Indenture, the Series 2016 Standby Contribution

Agreement and the Series 2016 Depository Agreement, including, but not

limited to, filing and recording costs, settlement costs, printing

costs, reproduction and binding costs, initial fees and charges of the

Trustee, legal fees and charges, insurance fees and charges, financial

and other professional consultant fees, costs of rating agencies for

credit ratings, fees for execution, transportation and safekeeping of

the Bonds and charges and fees in connection with the foregoing as

well as costs relating to the Election. 

Costs of Issuance Fund" means the fund of the Issuer so

defined in Section 5. 03. 

DTC" means The Depository Trust Company, a limited purpose

trust company organized under the laws of the State of New York, and

its successors and assigns. 

Debt Service" means, collectively, ( i) the principal of

and interest and premium, if any, on the Bonds when due, subject to

the limitations in the Refunding Act; ( ii) expenses and costs of the

Issuer arising from the activities of the Issuer ( such activities

being the financing of the " Infrastructure" described in the

Development Agreement including the issuance of the Bonds Being

Refunded and the refunding of the Bonds Being Refunded) including

particularly, but not by way of limitation, expenses and costs for

agents or third parties required to administer the Bonds, levy and

collect taxes for payment of the Bonds, prepare annual audits, budgets

and materials with respect to continuing disclosure and provide for

any purposes otherwise related to such activities of the Issuer and

iii) amounts due with respect to Rebate. 

Defaulted Interest" has the meaning stated in Section

3. 07. 

Defeasance Obligations" means obligations issued by or

guaranteed by the United States government. 

Depository" means the Person named as " Depository" in the

first paragraph of the Series 2016 Depository Agreement until a

successor Depository shall have become such pursuant to the applicable

provisions of the Series 2016 Depository Agreement, and thereafter

Depository" shall mean such successor Depository. 

Development Agreement" means that certain District Devel-

opment, Financing Participation and Intergovernmental Agreement ( Quail

Creek Community Facilities District), dated as of September 1, 2005, 
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by and among the Municipality, the Issuer and the Owner, as amended by

the Development Agreement Amendment. 

Development Agreement Amendment" means that certain First

Amendment to District Development, Financing Participation and

Intergovernmental Agreement ( Quail Creek Community Facilities

District), dated as of December 1, 2016, with respect to the District. 

Discounted Tax Revenues" means the amount of secondary ad

valorem property tax revenues of the Issuer that would be collected

for the then current Fiscal Year of the Issuer using the total net

limited assessed valuation of property within the boundaries of the

Issuer for purposes of the tax roll used to levy taxes during the

preceding August and applying a tax rate of $3. 00 per $ 100 of limited

assessed property valuation and assuming a delinquency factor equal to

the greater of five percent ( 5%) and the historic, average, annual

percentage delinquency factor for the Issuer as of such Fiscal Year

and no credit for any fund balances or investment income accruing

during such Fiscal Year. 

Draw" means the single drawing by the Depository against

the Letter of Credit in the full amount of the Letter of Credit. 

Election" means the election of the Issuer held on

November 8, 2005, to authorize the issuance of the Bonds. 

Enabling Act" means Title 48, Chapter 4, Article 6, 

Arizona Revised Statutes. 

Facilities" means improvements refinanced with proceeds of

the sale of the Bonds. 

Fiscal Year" means a period of twelve ( 12) consecutive

months commencing on July 1 and ending on June 30 or any other

consecutive 12- month period which may be established hereinafter as

the fiscal year of the Issuer for budgeting and appropriate purposes. 

Governmental Obligations" means ( 1) direct obligations of, 

or obligations the timely payment of principal of is fully and uncon-

ditionally guaranteed by, the United States of America, ( 2) obliga-

tions described in Section 103( a) of the Internal Revenue Code of 1954

or the Code, provision for the payment of the principal of and pre-

mium, if any, and interest on which shall have been made by the irrev-

ocable deposit with a bank or trust company acting as a trustee or

escrow agent for holders of such obligations of securities described

in Clause ( 1) the maturing principal of and interest on which, when

due and payable, will provide sufficient moneys to pay when due the

principal of and premium, if any, and interest on such obligations, 

and which securities described in Clause ( 1) are not available to

satisfy any other claim, including any claim of the trustee or escrow

agent, or any claim of one to whom the trustee or escrow agent may be

obligated which, at the time of deposit pursuant to Section 6. 02, have

been assigned ratings in the highest rating category of S&P, but in
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the case of both Clause ( 1) and Clause ( 2) of this paragraph, for

purposes of Section 6. 02, only if such obligations are non- callable

prior to the Maturity of the Bonds or ( 3) obligations, representing

interest on obligations of the Resolution Funding Corporation, the

payment of such interest, if other revenues are insufficient, is

required to be paid from the United States Treasury, which interest

obligations are stripped by the Federal Reserve Bank of New York.  

Governmental Obligations also includes for purposes other than Section

6. 02, a " no load," open- end management investment company or trust

mutual fund), registered with the federal Securities and Exchange

Commission ( SEC), meeting the requirements of Rule 2a- 7 under the

Investment Company Act of 1940, and which money market fund invests in

short term United States Treasury obligations, agencies guaranteed by

the United States, and repurchase agreements secured by the same and

which money market fund is rated by S&P at least " AAAm- G;" " AAAm" or

AAm" and by Moody' s at least " VMIG- 1." 

Gross Proceeds" means: 

i) any amounts actually or constructively received

by the Issuer from the sale of the Bonds but excluding amounts used to

pay accrued interest on the Bonds within one year of the date of

issuance of the Bonds; 

ii) transferred proceeds of the Bonds under

Regulations section 1. 148- 9; 

iii) any amounts actually or constructively received

from investing amounts described in ( i), (ii) or this ( iii); and

iv) replacement proceeds of the Bonds within the

meaning of Regulations section 1. 148- 1( c).  Replacement proceeds

include amounts reasonably expected to be used directly or indirectly

to pay debt service on the Bonds, pledged amounts where there is

reasonable assurance that such amounts will be available to pay

principal or interest on the Bonds in the event the Issuer encounters

financial difficulties and other replacement proceeds within the

meaning of Regulations section 1. 148- 1( c)( 4).  Whether an amount is

Gross Proceeds is determined without regard to whether the amount is

held in any fund or account established under the Indenture. 

Holder" when used with respect to any Bond, as the context

may require, means the Person in whose name such Bond is registered in

the Bond Register. 

Indenture" means this instrument as originally executed or

as it may from time to time be supplemented, modified, or amended by

one or more indentures or other instruments supplemental hereto

entered into pursuant to the applicable provisions hereof. 

Initial Letter of Credit" means the irrevocable, single-

draw, standby letter of credit issued by the Letter of Credit Bank and

delivered to the Depository on the same date as the initial delivery
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of the Bonds, being an irrevocable obligation to make payment to the

Depository of $ 1, 800, 000 which expires when the face amount thereof

has been reduced to $50, 000 or less, provided that on February 15 of

each year, if the net limited assessed valuation of property within

the boundaries of the Issuer used to levy taxes during the preceding

August exceeded that used in the prior August, the difference between

the Maximum Annual Debt Service and the Discounted Tax Revenues shall

be calculated by the Issuer Representative and such face amount of the

Letter of Credit shall be subject to automatic reduction in face

amount to an amount equal to three ( 3) times such difference by

providing a written certification of the foregoing from the Issuer

Representative and an authorized representative of the Owner to the

Trustee which shall then provide a reduction certificate for such

purpose to the issuer of the Letter of Credit then in effect.  ( If the

Trustee fails to provide such reduction certificate upon receipt of

such certification, the Draw shall be limited to the amount which

would have otherwise been available if such reduction certificate was

given its proper effect and if any amount is drawn in excess of the

foregoing limit, it shall be immediately returned to the Owner.) 

Insolvency Proceeding" means any proceeding by or against

the County under the United States Bankruptcy Code or any other

applicable bankruptcy, insolvency, receivership, rehabilitation or

similar law. 

Insurer" means Assured Guaranty Municipal Corp., a New

York stock insurance company, or any successor thereto or assignee

thereof. 

Insurer' s Fiscal Agent" means the Insurer' s designated

Agent. 

Interest Payment Date" means each January 15 and July 15

commencing July 15, 2017. 

Investment Property" means any security, obligation ( other

than a tax-exempt bond within the meaning of Code section

148( b)( 3)( A)), annuity contract or investment- type property within the

meaning of Regulations section 1. 148- 1( b). 

Issue Price" is as indicated in the Tax Certificate, which

is the initial offering price to the public ( not including bond houses

and brokers, or similar persons or organizations acting in the

capacity of underwriters of wholesalers) at which price a substantial

amount of the Bonds was sold, less any bond insurance premium and

reserve surety bond premium.  Issue price shall be determined as

provided in Regulations section 1. 148- 1(b). 

Issuer" means Quail Creek Community Facilities District, a

community facilities district duly organized and validly existing

pursuant to the laws of the State. 
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Issuer Representative" means the District Manager or any

designee appointed by him in writing. 

Issuer Request" means a written request signed in the name

of the Issuer by the Issuer Representative or by the District Clerk

and delivered to the Trustee. 

Letter of Credit" means ( a) the Initial Letter of Credit

and ( b) upon the issuance and effectiveness thereof, any Alternate

Letter of Credit. 

Letter of Credit Bank" means Western Alliance Bank, an

Arizona corporation in its capacity as issuer of the Initial Letter of

Credit, and its successors and assigns.  Upon issuance and

effectiveness of any Alternate Letter of Credit, " Letter of Credit

Bank" shall mean the issuer thereof and its successors and assigns. 

Letter of Credit Termination Date" means the earlier of

thirty ( 30) days after the Letter of Credit Bank providing the Letter

of Credit no longer has a Minimum Tier 1 Leverage Ratio and the stated

expiration date of the Letter of Credit, as extended by any applicable

provisions thereof. 

Maturity" when used with respect to any Bond means the

date on which the principal of such Bond becomes due and payable as

therein or herein provided, whether at the Stated Maturity thereof or

by call for redemption or otherwise. 

Maximum Annual Debt Service" means, at the time of compu-

tation, the greatest Annual Debt Service Requirement for the then

current or any succeeding Fiscal Year. 

Minimum Tier 1 Leverage Ratio" means, for the entity

supplying the Letter of Credit, a Tier 1 Leverage Ratio of eight

percent ( 8%). 

Moody' s" means Moody' s Investor Services or any entity

succeeding to the duties and obligations thereof. 

Municipality" means the Town of Sahuarita, Arizona, a

municipal corporation incorporated and existing pursuant to the laws

of the State. 

Nonpurpose Investment" means any Investment Property

acquired with Gross Proceeds, and which is not acquired to carry out

the governmental purposes of the Bonds. 

Officers' Certificate" means a certificate signed by the

Issuer Representative and delivered to the Trustee. 

Opinion of Counsel" means a written opinion of counsel who

may ( except as otherwise expressly provided in this Indenture) be

counsel for the Issuer and shall be acceptable to the Trustee and, 
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when given with respect to the status of interest on any Bond under

federal income tax law, shall be counsel of nationally recognized

standing in the field of municipal bond law selected by the Issuer and

when given with respect to the status of any matter relating to the

laws on bankruptcy, shall be counsel of nationally recognized standing

in the field of bankruptcy law selected by the Issuer. 

Original Purchaser" means Hilltop Securities, Inc. 

Outstanding" when used with respect to Bonds means, as of

the date of determination, all Bonds theretofore authenticated and

delivered under this Indenture, except, without duplication: 

1) Bonds theretofore canceled by the Trustee or

delivered to the Trustee for cancellation; 

2) Bonds for the payment or redemption of which

money in the necessary amount is on deposit with the

Trustee or any Paying Agent for the Holders of such Bonds

at the Maturity thereof; provided, however, that if such

Bonds are to be redeemed, notice of such redemption has

been duly given pursuant to this Indenture, or waived, or

provision therefor satisfactory to the Trustee has been

made; 

3) Bonds in exchange for or in lieu of which other

Bonds have been authenticated and delivered under this

Indenture; 

4) Bonds alleged to have been destroyed, lost, or

stolen which have been paid as provided in Section 3. 06 and

5) Bonds for the payment of the principal of and

interest on which money or Defeasance Obligations or both

are held by the Trustee or an escrow agent with the effect

specified in Section 6. 02. 

Outstanding Secured Bonds" means, as of the date of

determination, ( 1) all Bonds then Outstanding and ( 2) all Bonds, if

any, alleged to have been destroyed, lost, or stolen which have been

replaced or paid as provided in Section 3. 06 but whose ownership and

enforceability by the Holder thereof have been established by a court

of competent jurisdiction or other competent tribunal or otherwise

established to the satisfaction of the Issuer and the Trustee. 

Owner" means Robson Ranch Quail Creek, LLC, a limited

liability company duly organized and validly existing pursuant to the

laws of the State of Delaware. 

Parity Debt Service" means, for any Fiscal Year and

subject to the limitations of the Refunding Act with respect thereto, 

principal of and interest on all outstanding general obligation bonds
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and general obligation refunding bonds of the Issuer heretofore or

hereafter issued. 

Paying Agent" means any Person authorized by the Issuer to

pay the principal of and interest and premium, if any, on any Bonds on

behalf of the Issuer. 

Payment" means any payment within the meaning of

Regulations section 1. 148- 3(d)( 1) with respect to a Nonpurpose

Investment. 

Payment Date" means a scheduled interest payment date or

principal payment date. 

Permitted Investments" means: 

A. Direct obligations of the United States of America

including obligations issued or held in book- entry

form on the books of the Department of the Treasury) 

or obligations the principal of and interest on which

are unconditionally guaranteed by the United States. 

B. Bonds, debentures, notes or other evidence of indebt-

edness issued or guaranteed by any of the following

federal agencies and provided such obligations are

backed by the full faith and credit of the United

States: 

1. Small Business Administration

Guaranteed participation certificates

2. Farmers Home Administration

Certificates of beneficial ownership

3. Federal Housing Administration

Debentures

4. General Services Administration

Participation certificates

5. Government National Mortgage Association (" GNMA") 

Guaranteed mortgage- backed bonds

Guaranteed pass- through obligations

6. U. S. Maritime Administration

Guaranteed Title XI financing

7. Washington Metropolitan Transit Authority

Guaranteed transit bonds

8. Veteran Administration

Guaranteed REMIC pass- through certificates
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9. U. S. Department of Housing and Urban Development

Local authority bonds

C. Bonds, debentures, notes or other evidence of indebt-

edness issued or guaranteed by any of the following

United States government agencies ( non- full faith and

credit agencies): 

1. Federal Home Loan Bank System

Consolidated debt obligations

2. Federal Home Loan Mortgage Corporation

Debt obligations

3. Federal National Mortgage Association (" FNMA") 

Debt obligations

4. Student Loan Marketing Association

Debt obligations

5. Farm Credit System ( formerly Federal Land Banks, 

Federal Intermediate Credit Banks and Banks for

Cooperatives) 

Debt obligations

6. Financing Corp. 

Debt obligations

7. Resolution Funding Corp. 

Debt obligations

8. U. S. Agency for International Development

Guaranteed notes which mature at least four

Business Days before the appropriate payment date

D. Money market funds registered with the federal Securi-

ties and Exchange Commission ( SEC), meeting the

requirements of Rule 2a- 7 under the Investment Company

Act of 1940, and having a rating by S&P of " AAAm- G" 

including, if the foregoing are met, funds for which

the Trustee acts as an investment advisor or custod-

ian; " AAAm"; or " AAm" or better and having a rating by

Moody' s of " VMIG- 1 or better including, if the

foregoing are met, funds for which the Trustee acts as

an investment advisor or custodian. 

E. Certificates of deposit, savings accounts, deposit

accounts or money market deposits which are fully

insured by the Federal Deposit Insurance Company. 

F. Investment agreements provided by entities with rat-

ings on their long term obligations or claims paying

ability of " AA" or better by S&P and " Aa" or better by
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Moody' s and required to be collateralized to the then

current requirements of S&P to always have a rating of

at least " A" and to the then current requirements of

Moody' s to have a rating of at least " A," which shall

not be amended and for which no investment agreement

shall be entered into in substitution therefor unless

S&P and Moody' s has confirmed that any rating on the

Bonds will not be withdrawn or lowered upon the effec-

tive date of such amendment or substitute investment

agreement. 

G. Commercial paper rated, at the time of purchase, " A- 1" 

or better by S&P and Moody' s. 

H. Bonds or notes issued by any state or municipality

which are rated by S&P and Moody' s in one of the two

highest rating categories assigned by S&P or Moody' s, 

as applicable. 

I. Federal funds or bankers acceptances with a maximum

term of one year of any bank which has an unsecured, 

uninsured and unguaranteed obligation rating of " A- 1" 

or " A" or better by S&P and " P- 1" or better by

Moody' s. 

J. Repurchase agreements (" Repos") providing for the

transfer of securities from a dealer bank or securi-

ties firm ( seller/borrower) to the issuer ( buyer/ lend-

er), and the transfer of cash from the issuer to the

dealer bank or securities firm with an agreement that

the dealer bank or securities firm will repay the cash

plus a yield to the Issuer in exchange for the

securities at a specified date. 

Repos must satisfy the following criteria: 

1. Repos must be between the Issuer and a dealer

bank or securities firm

a. Primary dealers on the Federal Reserve

reporting dealer list or

b. Banks rated " A" or above by S&P or " A" or

above by Moody' s. 

2. The written repo contract must include the

following: 

a. Securities which are acceptable for

transfer are: 

1) Direct U. S. government or
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2) Federal agencies backed by the full

faith and credit of the U. S. govern-

ment. 

b. The term of the repo may be up to 30 days. 

c. The collateral must be delivered to the

Issuer, the Trustee ( if the Trustee is not

supplying the collateral) or third party

acting as agent for the Trustee ( if the

Trustee is supplying the collateral) be-

fore/ simultaneous with payment ( perfection

by possession of certificated securities). 

d. The securities must be valued weekly, 

marked- to market at current market price

plus accrued interest and the value of

collateral must be equal to 103% of the

amount of cash transferred by the Issuer to

the dealer bank or security firm under the

repo plus accrued interest.  If the value

of securities held as collateral slips

below 103% of the value of the cash trans-

ferred by the Issuer, then additional cash

and/ or acceptable securities must be trans-

ferred.  If, however, the securities used

as collateral are FNMA, then the value of

collateral must equal 105%. 

3. Legal opinion which must be delivered to the

municipal entity: 

a. Repo meets guidelines under state law for

legal investment of public funds. 

K. Governmental Obligations. 

If any security for which a rating level is required is on " credit

watch," " negative outlook" or similar status indicating possible

reduction in rating, it shall be treated as not having the rating

required.) 

Person" means any individual, corporation, partnership, 

joint venture, limited liability company, association, joint-stock

company, trust, unincorporated organization or government or any

agency or political subdivision thereof. 

Policy" means the insurance policy issued by the Insurer

guaranteeing the scheduled payment of principal of and interest on the

Bonds when due. 

Predecessor Bonds" of any particular Bond means every

previous Bond evidencing all or a portion of the same debt as that
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evidenced by such particular Bond, and, for purposes of this

definition, any Bond authenticated and delivered under Section 3. 06 in

lieu of a mutilated, lost, destroyed or stolen Bond shall be deemed to

evidence the same debt as the mutilated, lost, destroyed or stolen

Bond. 

Rebate" means the payment system established by Section

148 of the Code with respect to certain arbitrage earnings by a

political subdivision on amounts treated as the proceeds of certain

obligations of such political subdivision and shall include all costs

and expenses incurred in connection with, and allocable to, 

determining the amount due pursuant to such system including those

provided for in Section 10. 06 hereof. 

Rebate Requirement" means at any time the excess of the

future value of all Receipts over the future value of all Payments.  

For purposes of calculating the Rebate Requirement the Bond Yield

shall be used to determine the future value of Receipts and Payments

in accordance with Regulations section 1. 148- 3(c).  The Rebate

Requirement is zero for any Nonpurpose Investment meeting the

requirements of a rebate exception under section 148( f)(4) of the Code

or Regulations section 1. 148- 7. 

Receipt" means any receipt within the meaning of

Regulations section 1. 148- 3(d)( 2) with respect to a Nonpurpose

Investment. 

Redemption Date" when used with respect to any Bond to be

redeemed means the date fixed for such redemption pursuant to the

terms thereof and this Indenture. 

Redemption Price" when used with respect to any Bond to be

redeemed means the price at which it is to be redeemed pursuant to

this Indenture, excluding installments of interest whose Stated

Maturity is on or before the Redemption Date. 

Refunding Act" means Title 35, Chapter 3, Article 4, 

Arizona Revised Statutes. 

Regular Record Date" for the interest payable on the Bonds

on any Interest Payment Date means the first (1st) day ( whether or not

a Business Day) of the calendar month of such Interest Payment Date. 

Regulations" means the sections 1. 148- 1 through 1. 148- 11

and section 1. 150- 1 of the regulations of the United States Department

of the Treasury promulgated under the Code, including and any

amendments thereto or successor regulations. 

Responsible Officer" means the chairman or vice chairman

of the board of directors of the relevant entity, the chairman or vice

chairman of the executive committee of said board, the president, any

vice president, the secretary, any assistant secretary, the treasurer, 

any assistant treasurer, the cashier, any assistant cashier, any trust
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officer or assistant trust officer, the controller, any assistant

controller or any other officer or authorized Person of the relevant

entity customarily performing functions similar to those performed by

any of the above designated officers and also means, with respect to a

particular corporate trust matter, any other officer of the relevant

entity to whom such matter is referred because of his knowledge of and

familiarity with the particular subject. 

S&P" means Standard & Poor' s Financial Services, LLC, or

any entity succeeding to the duties and obligations thereof. 

Series 2016 Depository Agreement" means that certain

Series 2016 Depository Agreement, dated as of even date herewith, by

and between the Issuer and the Depository. 

Series 2016 Expenses Account" means the account of the

Bond Fund so defined in Section 5. 01. 

Series 2016 Standby Contribution Agreement" means that

certain Series 2016 Standby Contribution Agreement, dated as of even

date herewith, by and among the Issuer, the Trustee and the Owner. 

Series 2016 Tax Account" means the account of the Bond

Fund so defined in Section 5. 01. 

Special Record Date" has the meaning stated in Section

3. 07. 

State" means the State of Arizona. 

Stated Maturity" when used with respect to any Bond or any

installment of interest on any Bond means the date specified in such

Bond as the fixed date on which the principal or such installment of

interest on any such Bond is due and payable. 

Tax Certificate" means the Certificate Relating To Federal

Tax Matters delivered by the Issuer on the Closing Date. 

Tier 1 Leverage Ratio" means the ratio of that name estab-

lished by the Federal Reserve Board in 12 Code of Federal Regulations

Part 225, Appendix D, and any replacement thereof acceptable to the

District Board. 

Trustee" means the Person named as the " Trustee" in the

first paragraph of this instrument until a successor Trustee shall

have become such pursuant to the applicable provisions of this

Indenture, and thereafter " Trustee" shall mean such successor Trustee. 

Trust Estate" has the meaning stated in the habendum to

the Granting Clauses. 
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2006 Indenture" means the Series 2006 Indenture of Trust

and Security Agreement, dated as of June 1, 2006, from the Issuer to

the 2006 Trustee. 

2006 Trustee" means Wells Fargo Bank, N. A., in its

capacity as trustee pursuant to the 2006 Indenture. 

SECTION 1. 02. Acts of Bondholders. 

A. Any request, demand, authorization, direction, notice, 

consent, waiver or other action provided by this Indenture to be given

or taken by Bondholders may be embodied in and evidenced by one or

more instruments of substantially similar tenor signed by such Bond-

holders in person or by an agent duly appointed in writing, and, 

except as herein otherwise expressly provided, such action shall

become effective when such instrument or instruments are delivered to

the Trustee.  Such instrument or instruments ( and the action embodied

therein and evidenced thereby) are herein sometimes referred to as the

Act" of the Bondholders signing such instrument or instruments.  

Proof of execution of any such instrument or of a writing appointing

any such agent shall be sufficient for any purpose of this Indenture

and conclusive in favor of the Issuer and ( subject to Section 8. 01) 

the Trustee, if made in the manner provided in this Section. 

B. The fact and date of the execution by any Bondholder

of any such instrument or writing may be proved by the affidavit of a

witness of such execution or by the certificate of any notary public

or other officer authorized by law to take acknowledgments of deeds, 

certifying that the individual signing such instrument or writing

acknowledged to him the execution thereof.  Whenever such execution is

by an officer of a corporation or a member of a partnership on behalf

of such corporation or partnership, such certificate or affidavit

shall also constitute sufficient proof of his authority.  The fact and

date of execution of any such instrument or writing and the authority

of any Person executing as or on behalf of any Bondholder may also be

proved in any other manner which the Trustee deems sufficient. 

C. The owner of any Bond shall be proved by the Bond

Register for such Bonds. 

D. Any request, demand, authorization, direction, notice, 

consent, waiver or other action by the Holder of any Bond shall bind

every future Holder of the same Bond and the Holder of every Bond

issued upon the transfer thereof or in exchange therefor or in lieu

thereof, in respect of anything done or suffered to be done by the

Trustee or the Issuer, whether or not notation of such action is made

upon such Bond. 

SECTION 1. 03. Notices, etc. 

A. Unless otherwise specifically provided herein, any

request, demand, authorization, direction, notice, consent, waiver or

Act of Bondholders or other document provided or permitted by this
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Indenture by any Bondholder, the Issuer, or the Trustee to be made

upon, given or furnished to, or filed with, 

1. the Trustee shall be sufficient for every purpose

hereunder if made, given, furnished, or filed in writing to

or with the Trustee at its principal corporate trust office

or if in writing and mailed, first-class postage prepaid, 

to the Trustee addressed to it at U. S. Bank National

Association, 101 North First Avenue, Suite 1600, Phoenix, 

Arizona 85003, Attention: Global Corporate Trust Services, 

or at any other address furnished in writing to such Person

by the Trustee, or

2. the Issuer shall be sufficient for every purpose

hereunder if in writing and mailed, first-class postage

prepaid, to the Issuer addressed to the Issuer at c/ o Town

of Sahuarita, Arizona, Box 879, Sahuarita, Arizona 85629, 

Attention:  District Clerk, or at any other address previ-

ously furnished in writing to such Person by the Issuer, 

3. the Original Purchaser shall be sufficient for

every purpose hereunder if in writing and mailed, first-

class postage prepaid, to the Original Purchaser addressed

to the Original Purchaser at Suite 340, 2398 East Camelback

Road, Phoenix, Arizona 85016, Attention:  Vice President, 

or at any other address furnished previously in writing to

such Person by the Original Purchaser, or

4. The Owner shall be sufficient for every purpose

hereunder if in writing and mailed, first-class postage

prepaid to the Owner addressed to the Owner at c/ o Robson

Communities, 9532 East Riggs Road, Sun Lakes, Arizona

85248, Attention:  Steven M. Soriano or at any other ad-

dress furnished previously in writing to such Person by the

Owner, with a copy to Peter Gerstman at the same address. 

B. Where this Indenture provides for notice to Bondhold-

ers of any event, such notice shall be sufficiently given ( unless

otherwise herein expressly provided) if in writing and mailed, first-

class postage prepaid, to each Bondholder affected by such event, at

the address of such Bondholder as it appears in the Bond Register for

the Bonds.  Neither the failure to mail such notice, nor any defect in

any notice so mailed, to any particular Bondholder shall affect the

sufficiency of such notice with respect to other Bondholders. 

C. Where this Indenture provides for notice in any

manner, such notice may be waived in writing by the Person entitled to

receive such notice, either before or after the event, and such waiver

shall be the equivalent of such notice.  Waivers of notice by Bond-

holders shall be filed with the Trustee, but such filing shall not be

a condition precedent to the validity of any action taken in reliance

upon such waiver. 
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SECTION 1. 04. Form and Contents of Documents Delivered to the

Trustee. 

A. Whenever several matters are required to be certified

by, or covered by an opinion of, any specified type of person, it is

not necessary that all such matters be certified by, or covered by the

opinion of, only one such person, or that they be so certified or

covered by only one document, but one such person may certify or give

an opinion with respect to some matters and one or more other such

persons as to other matters, and any such person may certify or give

an opinion as to such matters in one or several documents. 

B. Any certificate or opinion of an officer of the Issuer

may be based, insofar as it relates to legal matters, upon a

certificate or opinion of, or representations by, counsel, unless such

officer knows, or in the exercise of reasonable care should know, that

such certificate or opinion or representations are erroneous.  Any

Opinion of Counsel may be based, insofar as it relates to factual

matters, upon a certificate or opinion of, or representations by, an

officer or officers of the Issuer stating that the information with

respect to such factual matters is in the possession of the Issuer

unless such counsel knows, or in the exercise of reasonable care

should know, that the certificate or opinion or representations with

respect to such matters are erroneous. 

C. Whenever any Person is required to make, give, or

execute two or more applications, requests, consents, certificates, 

statements, opinions or other instruments under this Indenture, they

may, but need not, be consolidated and form one instrument. 

D. Wherever in this Indenture, in connection with any

application or certificate or report to the Trustee, it is provided

that the Issuer shall deliver any document as a condition of the

granting of such application, or as evidence of compliance by the

Issuer with any term hereof, it is intended that the truth and

accuracy, at the time of the granting of such application or at the

effective date of such certificate or report ( as the case may be), of

the facts and opinions stated in such document shall in such case be

conditions precedent to the right of the Issuer to have such

application granted or to the sufficiency of such certificate or

report. 

SECTION 1. 05. Effect of Headings and Table of Contents. 

The Article and Section headings herein and in the Table of

Contents are for convenience only and shall not affect the con-

struction hereof. 

SECTION 1. 06. Successors and Assigns. 

All covenants and agreements in this Indenture by the

Issuer shall bind its successors and assigns, whether so expressed or

not. 
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SECTION 1. 07. Severability Clause. 

In case any provision in this Indenture or in the Bonds or

any application thereof shall be invalid, illegal or unenforceable, 

the validity, legality and enforceability of the remaining provisions

and applications shall not in any way be affected or impaired thereby. 

SECTION 1. 08. Benefits of Indenture. 

Nothing in this Indenture or in the Bonds, express or

implied, shall give to any Person, other than the parties hereto and

their successors hereunder, and the Holders of Outstanding Secured

Bonds, any benefit or any legal or equitable right, remedy, or claim

under this Indenture. 

SECTION 1. 09. Governing Law. 

This Indenture shall be construed in accordance with and

governed by the laws of the State and the federal laws of the United

States of America. 

SECTION 1. 10. Incorporation of State Statutes. 

A. The Issuer may, within three ( 3) years after its

execution, cancel this Indenture, without penalty or further

obligation, if any person significantly involved in initiating, 

negotiating, securing, drafting or creating this Indenture on behalf

of the Issuer is, at any time while this Indenture is in effect, an

employee or agent of the Trustee in any capacity or a consultant to

the Trustee with respect to the subject matter of this Indenture and

may recoup any fee or commission paid or due any person significantly

involved in initiating, negotiating, securing, drafting or creating

this Indenture on behalf of the Issuer from the Trustee arising as the

result of this Indenture.  The Trustee has not taken and shall not

take any action which would cause any person described in the

preceding sentence to be or become an employee or agent of the Trustee

in any capacity or a consultant to the Trustee with respect to the

subject matter of the Indenture. 

B. To the extent applicable under Section 41- 4401, 

Arizona Revised Statutes, the Trustee shall comply with all federal

immigration laws and regulations that relate to its employees and its

compliance with the " e-verify" requirements under Section 23- 214( A), 

Arizona Revised Statutes.  The breach by the Trustee of the foregoing

shall be deemed a material breach of this Indenture and may result in

the termination of the services of the Trustee.  The Issuer retains

the legal right to randomly inspect the papers and records of the

Trustee to ensure that the Trustee is complying with the above-

mentioned warranty.  The Trustee shall keep such papers and records

open for random inspection during normal business hours by the Issuer.  

The Trustee shall cooperate with the random inspections by the Issuer

including granting the Issuer entry rights onto its property to
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perform such random inspections and waiving its respective rights to

keep such papers and records confidential. 

C. Pursuant to Section 35- 393 et seq., Arizona Revised

Statutes, the Trustee hereby certifies that it is not currently

engaged in, and for the duration of this Indenture shall not engage

in, a boycott of Israel.  The term " boycott" has the meaning set forth

in Section 35- 393, Arizona Revised Statutes.  If the Issuer determines

that the Trustee' s certification above is false or that it has

breached such agreement, the Issuer may impose remedies as provided by

law. 

SECTION 1. 11. Business Days. 

If the specified date for any payment, submission, certifi-

cation, determination or other action shall be other than a Business

Day, then such payment, submission, certification, determination or

other action may be made or done on the next succeeding day which is a

Business Day without, in the case of any payment, additional interest

except in the event of a moratorium) and with the same force and

effect as if made or done on the specified date. 
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ARTICLE TWO

FORM OF BONDS

SECTION 2. 01. Forms Generally. 

A. The Bonds, including the form of Certificate of

Authentication and the form of Assignment to be reproduced on each of

the Bonds, shall be substantially in the forms set forth in this

Article with such appropriate insertions, omissions, substitutions, 

and other variations as are permitted or required by this Indenture, 

and may have such letters, numbers or other marks of identification

including identifying numbers and letters of the Committee on Uniform

Securities Identification Procedures of the American Bankers Associ-

ation) and such legends and endorsements ( including any reproduction

of an Opinion of Counsel) placed thereon ( or attached thereto) as may, 

consistently herewith, be determined by the officers executing such

Bonds as evidenced by their execution thereof.  Any portion of the

text of any Bonds may be set forth on the reverse thereof, with an

appropriate reference thereto on the face of the Bond. 

B. The definitive Bonds shall be printed, lithographed, 

or engraved, produced by any combination of these methods, or produced

in any other manner, all as determined by the officers executing such

Bonds as evidenced by their execution thereof. 

SECTION 2. 02. Forms of Bonds and Matters Relating to Certain Neces-

sary Documentation. 

The Bonds shall be in the following form: 
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FORM OF BOND] 

REGISTERED REGISTERED

NO. ...... $......... 

UNLESS THIS BOND IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF THE

DEPOSITORY TRUST COMPANY (" DTC") TO THE ISSUER OR ITS AGENT FOR

REGISTRATION OF TRANSFER, EXCHANGE OR PAYMENT, AND ANY BOND ISSUED IS

REGISTERED IN THE NAME OF CEDE & CO. OR IN SUCH OTHER NAME AS IS

REQUESTED BY AN AUTHORIZED REPRESENTATIVE OF DTC ( AND ANY PAYMENT IS

MADE TO CEDE & CO. OR TO SUCH OTHER ENTITY AS IS REQUESTED BY AN

AUTHORIZED REPRESENTATIVE OF DTC), ANY TRANSFER, PLEDGE OR OTHER USE

HEREOF FOR VALUE OR OTHERWISE BY OR TO ANY PERSON IS WRONGFUL INASMUCH

AS THE REGISTERED OWNER HEREOF, CEDE & CO., HAS AN INTEREST HEREIN. 

United States of America

State of Arizona

QUAIL CREEK COMMUNITY FACILITIES DISTRICT

SAHUARITA, ARIZONA) 

GENERAL OBLIGATION REFUNDING BOND, SERIES 2016

Interest Rate Maturity Date Original Issue Date CUSIP NO.:

July 15, ................., 2016 ..........

REGISTERED OWNER ................................................ 

PRINCIPAL AMOUNT ......................................... DOLLARS

Quail Creek Community Facilities District, a community

facilities district duly organized and validly existing pursuant to

the laws of the State of Arizona ( hereinafter referred to as the

Issuer"), for value received, hereby promises to pay to the

Registered Owner" specified above or registered assigns ( hereinafter

referred to as the " Holder"), on the " Maturity Date" specified above, 

the " Principal Amount" specified above and to pay interest ( calculated

on the basis of a 360- day year of twelve 30- day months) on the unpaid

portion thereof from the " Original Issue Date" specified above, or

from the most recent " Interest Payment Date" ( as such term is herein-

after defined) to which interest has been paid or duly provided for, 

until paid or the payment thereof is duly provided for at Maturity ( as

such term is defined in the hereinafter described " Indenture"), 

semiannually on each January 15 and July 15 commencing July 15, 2017

each an " Interest Payment Date"), at the per annum " Interest Rate" 

specified above. 

As provided in the Indenture hereinafter referred to, the

interest so payable on any Interest Payment Date shall be paid to the

Person ( as such term is defined in the Indenture) in whose name this

Bond ( or one or more Predecessor Bonds evidencing the same debt) is

registered in the Bond Register ( as such term is defined in the

Indenture) of the Issuer at the close of business on the " Regular
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Record Date" therefor, which shall be the 1st day ( whether or not a

Business Day as such term is defined in the Indenture) of the calendar

month of such Interest Payment Date.  Any such interest not so punc-

tually paid or duly provided for within 15 days after such Interest

Payment Date shall forthwith cease to be payable to the Holder on such

Regular Record Date and shall be paid to the Person in whose name this

Bond ( or one or more such Predecessor Bonds) is registered at the

close of business on a " Special Record Date" for the payment of such

defaulted interest to be fixed by the hereinafter referred to " Trus-

tee" in accordance with the Indenture, notice whereof being given to

the Holder hereof not less than 10 days prior to such Special Record

Date.  All such interest shall be payable at the agency of the Issuer

for such purpose ( hereinafter referred to as the " Paying Agent") which

shall initially be the principal corporate trust office of U. S. Bank

National Association, by check mailed to the Holder as of the relevant

record date at the address specified in the Bond Register or pursuant

to customary arrangements made by such Holder acceptable to the Paying

Agent.  The principal and Redemption Price ( as such term is defined in

the Indenture) of this Bond are payable at the principal corporate

trust office of the Paying Agent, upon presentation and surrender of

this Bond. 

If the specified date for any such payment shall be a

Saturday, a Sunday or a legal holiday or equivalent ( other than a

moratorium) for banking institutions generally in the city where such

designated corporate trust office of the Trustee is located, then such

payment may be made on the next succeeding day which is not one of the

foregoing days without additional interest and with the same force and

effect as if made on the specified date for such payment, except that

in the event of a moratorium for banking institutions generally in the

city where such designated corporate trust office of the Trustee is

located, such payment may be made on such next succeeding day except

that the Bonds on which such payment is due shall continue to accrue

interest until such payment is made or duly provided for. 

This Bond is one of a duly authorized issue of bonds of the

Issuer having the designation specified in its title ( hereinafter

referred to as the " Bonds"), issued and to be issued in one series

under, and all equally and ratably secured by, a Series 2016 Indenture

of Trust and Security Agreement, dated as of December 1, 2016 ( herein-

after, together with all indentures supplemental thereto, referred to

as the " Indenture"), from the Issuer to U. S. Bank National

Association, as trustee ( hereinafter referred to as the " Trustee," 

which term includes any successor trustee under the Indenture), to

which Indenture reference is hereby made for a description of the

amounts thereby pledged and assigned, the nature and extent of the

lien and security, the respective rights thereunder of the Holders of

the Bonds, the Trustee and the Issuer and the terms upon which the

Bonds are, and are to be, authenticated and delivered and by this

reference to the terms of which each Holder of this Bond hereby

consents.  The Bonds are authorized to be issued by a Resolution of

the District Board of the Issuer adopted on October 24, 2016

hereinafter referred to as the " Bond Resolution"), for the purposes
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therein described and in strict conformity with Title 35, Chapter 3, 

Article 4 and Title 48, Chapter 4, Article 6, Arizona Revised

Statutes, as amended ( the latter hereinafter referred to as the

Enabling Act"). 

The Bonds are payable, equally and ratably with, with the

limitations described herein, such other general obligation and

general obligation refunding bonds of the Issuer from the proceeds of

an ad valorem tax to be collected, at the same time and in the same

manner as other taxes are levied and collected on all taxable property

within the boundaries of the Issuer, sufficient together with any

other moneys from sources available pursuant to the Enabling Act

including from the Standby Contribution Agreement and the Depository

Agreement described hereinbelow) to pay debt service on the Bonds when

due; provided, however, that the issuance of the Bonds shall in no way

infringe upon the rights of the owners of the bonds being refunded

with the proceeds of the sale of the Bonds ( hereinafter referred to as

the " Bonds Being Refunded") to rely upon a tax levy for payment of the

principal and interest on the Bonds Being Refunded if the obligations

of the United States government in which net proceeds of the Bonds are

held to provide funds to pay when due, or called for redemption, the

Bonds Being Refunded together with interest thereon, and with other

funds legally available for such purposes deposited in the respective

principal and interest redemption funds and held for the payment of

such Bonds Being Refunded with interest on maturity or upon an

available redemption date prove insufficient and further that the

total aggregate of taxes levied to pay principal and interest on the

Bonds in the aggregate shall not exceed the total aggregate principal

and interest to become due on the Bonds Being Refunded from the date

of issuance of the Bonds to the final date of maturity of the Bonds

Being Refunded.  The owners of the Bonds must rely on the sufficiency

of the funds and securities held irrevocably in trust for payment of

the Bonds Being Refunded.  Robson Ranch Quail Creek, LLC, a Delaware

limited liability company ( the " Owner"), has entered into a Series

2016 Standby Contribution Agreement, dated as of December 1, 2016 ( the

Standby Contribution Agreement"), with the Issuer and the Trustee

pursuant to which the Owner will make payments to the Trustee to

supplement tax revenues to pay principal and interest with respect to

the Bonds.  The Issuer and U. S. Bank National Association, as

depository, have entered into a Series 2016 Depository Agreement, 

dated as of December 1, 2016 ( hereinafter referred to as the

Depository Agreement"), pursuant to which certain other amounts will

be available to the Trustee for payment of principal and interest with

respect to the Bonds to the extent moneys are not otherwise available.  

THE STANDBY CONTRIBUTION AGREEMENT AND THE DEPOSITORY AGREEMENT MAY BE

TERMINATED PRIOR TO THE MATURITY OF THE BONDS BY THE ISSUER UPON

SATISFACTION OF CERTAIN CONDITIONS SET FORTH THEREIN. 

Notwithstanding any provision hereof or of the Bond

Resolution, however, the Indenture may be released and the obligation

of the Issuer to make money available to pay this Bond may be defeased

by the deposit of money and/ or Defeasance Obligations ( as such term is



28

defined in the Indenture) sufficient for such purpose as described in

the Indenture. 

The Bonds are issuable as fully registered bonds only in

the denominations of principal amount of $ 5, 000 and any integral

multiple of $5, 000 in excess thereof. 

The Bonds maturing on and after July 15, 2027, are subject

to redemption, at the option of the Issuer as a whole or in part, on

July 15, 2026, and any date thereafter, upon not more than 60 nor less

than 30 days prior notice given by mail as provided in the Indenture, 

upon payment of the Redemption Price, which shall consist of the

principal amount of the Bonds so redeemed plus accrued interest, if

any, on the Bonds so redeemed from the most recent Interest Payment

Date to the Redemption Date ( as such term is defined in the

Indenture), without a premium. 

Bonds of a denomination larger than $ 5, 000 may be redeemed

in part ($ 5, 000 of principal amount or an integral multiple thereof) 

and upon any partial redemption of any such Bond the same shall, 

except as otherwise permitted by the Indenture, be surrendered in

exchange for one or more new Bonds of the same Stated Maturity ( as

such term is defined in the Indenture) in authorized form for the

unredeemed portion of principal.  Bonds ( or portions thereof) for

whose redemption and payment provision is made in accordance with the

Indenture and the Bond Resolution shall thereupon cease to be entitled

to the benefits of the Indenture and shall cease to bear interest from

and after the date fixed for redemption. 

If less than all the Outstanding ( as such term is defined

in the Indenture) Bonds of a Stated Maturity are to be redeemed, the

particular Bonds of that Stated Maturity to be redeemed shall be

selected not more than forty-five ( 45) days prior to the Redemption

Date by the Trustee from the Outstanding Bonds which have not

previously been called for redemption, by such random method as the

Trustee shall in its sole discretion deem appropriate and which may

provide for the selection for redemption of portions ( equal to $5, 000

of principal amount or a multiple thereof) of the principal of Bonds

of a denomination larger than $ 5, 000.  The Trustee shall promptly

notify the Issuer in writing of the Bonds selected for redemption and, 

in the case of any Bond selected for partial redemption, the principal

amount thereof to be redeemed. 

The Bond Resolution and the Indenture permit, with certain

exceptions as therein provided, the amendment thereof and of the

Standby Contribution Agreement and the Depository Agreement and the

modification of the rights and obligations of the Issuer and the

rights of the Holders of the Bonds under the Bond Resolution, the

Indenture, the Standby Contribution Agreement and the Depository

Agreement at any time by the Issuer with the consent of the Holders of

a majority in principal amount of the Bonds at the time Outstanding

affected by such modification.  The Bond Resolution and Indenture also

contain provisions permitting the Holders of specified percentages in
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original aggregate principal amount of the Bonds and in aggregate

principal amount of the Bonds at the time Outstanding, on behalf of

the Holders of all the Bonds, to waive compliance by the Issuer with

certain past defaults under the Bond Resolution or the Indenture and

their consequences.  Any such consent or waiver by the Holder of this

Bond or any Predecessor Bond ( as such term is defined in the

Indenture) evidencing the same debt shall be conclusive and binding

upon such Holder and upon all future Holders thereof and of any Bond

issued upon the transfer thereof or in exchange therefor or in lieu

thereof, whether or not notation of such consent or waiver is made

upon this Bond. 

As provided in the Indenture and subject to certain

limitations therein set forth, this Bond is transferable on the Bond

Register of the Issuer, upon surrender of this Bond for transfer to

the Paying Agent at the designated corporate trust office thereof duly

endorsed by, or accompanied by a written instrument of transfer in

form satisfactory to the Issuer and the Paying Agent duly executed by, 

the registered Holder hereof or his attorney duly authorized in

writing, and thereupon one or more new fully registered Bonds of

authorized denominations and for the same Stated Maturity and aggre-

gate principal amount shall be issued to the designated transferee or

transferees. 

As provided in the Indenture and subject to certain

limitations therein set forth, Bonds are exchangeable for a like

Stated Maturity and original aggregate principal amount of Bonds in

authorized denominations, as requested by the Holder, upon surrender

of the Bonds to be exchanged to the Paying Agent at the designated

corporate trust office thereof. 

The Issuer, the Trustee, and any agent of either of them

may treat the Person in whose name this Bond is registered as the

owner hereof for the purpose of receiving payment as herein provided

and for all other purposes, whether or not this Bond be overdue, and

none of the Issuer, the Trustee, and any such agent shall be affected

by notice to the contrary. 

NEITHER THE FULL FAITH AND CREDIT NOR THE GENERAL TAXING

POWER OF THE TOWN OF SAHUARITA, ARIZONA, OR THE STATE OF ARIZONA OR

ANY POLITICAL SUBDIVISION THEREOF ( OTHER THAN THE ISSUER) IS PLEDGED

TO THE PAYMENT OF THE BONDS. 

Unless the Certificate of Authentication hereon has been

executed by the Trustee, by manual signature, this Bond shall not be

entitled to any benefit under the hereinabove described Bond Resolu-

tion or the Indenture or be valid or obligatory for any purpose. 

It is hereby certified, covenanted and represented that all

acts, conditions and things required to be performed, exist and be

done precedent to or in the issuance of this Bond in order to render

the same a legal, valid and binding general obligation refunding bond

of the Issuer have been performed, exist and have been done, in
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regular and due time, form and manner, as required by law, and that

issuance of the Bonds does not exceed any constitutional or statutory

limitation.  In case any provision in this Bond or any application

thereof shall be invalid, illegal or unenforceable, the validity, 

legality and enforceability of the remaining provisions and

applications shall not in any way be affected or impaired thereby.  

This Bond shall be construed in accordance with and governed by the

laws of the State of Arizona and the federal laws of the United States

of America. 

IN WITNESS WHEREOF, the Issuer has caused this Bond to be

duly executed. 

QUAIL CREEK COMMUNITY FACILITIES DISTRICT

By....................................... 

ATTEST: 

COUNTERSIGNED: 

STATEMENT OF INSURANCE

Assured Guaranty Municipal Corp. (" AGM"), New York, New

York, has delivered its municipal bond insurance policy ( the " Policy") 

with respect to the scheduled payments due of principal of and

interest on this Bond to U. S. Bank National Association, Phoenix, 

Arizona, or its successor, as trustee for the Bonds ( the " Trustee").  

Said Policy is on file and available for inspection at the principal

office of the Trustee and a copy thereof may be obtained from AGM or

the Trustee.  All payments required to be made under the Policy shall

be made in accordance with the provisions thereof.  The owner of this

Bond acknowledges and consents to the subrogation rights of AGM as

more fully set forth in the Policy. 

END OF FORM OF BOND] 
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SECTION 2. 03. Form of Certificate of Authentication. 

Each of the Bonds shall also include the following form: 

CERTIFICATE OF AUTHENTICATION

This is one of the Bonds referred to in the within-

mentioned Indenture. 

Name of Trustee], as Trustee

By................................. 

Authorized Representative

DATE: ........................ 

SECTION 2. 04. Form of Assignment. 

Each of the Bonds shall further include the following form: 

ASSIGNMENT

FOR VALUE RECEIVED the undersigned hereby sells, assigns, 

and transfers unto ( Print or typewrite name, address and zip code of

transferee) 

Print or typewrite Social Security or other identifying number of

transferee: .................................) the within Bond and all

rights thereunder, and hereby irrevocably constitutes and appoints

Print or typewrite name of attorney:) ................, attorney, to

transfer the within Bond on the books kept for registration thereof, 

with full power of substitution in the premises. 

DATED: ................. 

Signature(s) guaranteed: 

Insert proper legend] 

NOTICE: The signature(s) on this

assignment must correspond with the

name( s) of the registered owner( s) 

appearing on the face of the within

Bond in every particular. 

The following abbreviations, when used in the inscription

on the face of the within Bond or Assignment, shall be construed as

though they were written out in full according to applicable laws or

regulations: 
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UNIF GIFT MIN ACT

TEN COM -- as tenants in common

TEN ENT -- as tenants by the

Entireties under Uniform

Gifts to Minors Act

JT TEN  -- as joint tenants with

Right of survivorship

and not as tenants in

common

Custodian .......

Cust.)           ( Minor)

State

Additional abbreviations may also be used though not in the above

list. 
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ARTICLE THREE

TERMS AND ISSUANCE OF THE BONDS

SECTION 3. 01. Title and Terms. 

A. There shall be one series of bonds, dated the date of

initial delivery thereof, issued and secured hereunder entitled

QUAIL CREEK COMMUNITY FACILITIES DISTRICT

SAHUARITA, ARIZONA) 

GENERAL OBLIGATION REFUNDING BONDS, SERIES 2016" 

hereinafter referred to as the " Bonds") 

B. The Bonds shall be issued in denominations of $5, 000

of principal amount and integral multiples of $ 5, 000 in excess

thereof. 

C. The aggregate principal amount of the Bonds which may

be authenticated and delivered and Outstanding is limited to

9, 940, 000, and the Stated Maturities, the principal amounts thereof

maturing thereon and the rates of interest the Bonds so maturing shall

bear shall be as follows: 

Year

July 15) 

Principal

Amount

Interest

Rate

2017 $ 150, 000 2. 000%

2018 365, 000 2. 000

2019 670, 000 2. 000

2020 685, 000 3. 000

2021 705, 000 3. 000

2022 725, 000 3. 000

2023 745, 000 3. 000

2024 770, 000 3. 000

2025 795, 000 3. 000

2026 815, 000 3. 000

2027 840, 000 3. 000

2028 865, 000 3. 000

2029 890, 000 3. 125

2030 920, 000 3. 250

D. The Bonds shall bear interest from and including the

date of initial delivery thereof, or from and including the most

recent Interest Payment Date to which interest has been paid or duly

provided for, payable on each January 15 and July 15 commencing July

15, 2017 ( hereinafter each referred to as an " Interest Payment Date"). 

E. The principal of, Redemption Price for and premium, if

any, on the Bonds shall be payable upon surrender of the Bonds to the

Paying Agent at the principal corporate trust office thereof when due. 



34

Interest on the Bonds payable on any Interest Payment Date shall be

payable as provided in Section 3. 07. 

SECTION 3. 02. Redemption of Bonds.  The Bonds maturing on and after

July 15, 2027, shall be redeemable from funds of the Issuer at the

option of the Issuer prior to their Stated Maturity in accordance with

Article Four in whole or in part on July 15, 2026, and any date

thereafter, upon not more than sixty ( 60) nor less than thirty ( 30) 

days prior notice given as provided in Section 4. 04, upon payment of

the Redemption Price which shall consist of the principal amount of

the Bonds so redeemed plus accrued interest, if any, on the Bonds so

redeemed from the most recent Interest Payment Date to the Redemption

Date without a premium. 

SECTION 3. 03. Execution, Authentication, Delivery and Dating. 

A. The Bonds shall be executed on behalf of the Issuer by

the Chairman or Vice Chairman of the Board and attested by the

District Clerk and countersigned by the District Treasurer.  The

signature of any of these officers on the Bonds may be manual or

facsimile.  Bonds bearing the manual or facsimile signatures of

individuals who were at the time the proper officers of the Issuer

shall bind the Issuer, notwithstanding that such individuals or any of

them shall cease to hold such offices prior to the certification or

authentication and delivery of such Bonds or shall not have held such

offices at the date of such Bonds. 

B. Forthwith upon the execution and delivery of this

Indenture, the Issuer shall deliver to the Trustee the Bonds, executed

by the Issuer, and the Trustee shall thereupon authenticate the Bonds

and deliver the Bonds to the Persons and in the principal amounts

designated in writing to the Trustee not less than seven ( 7) days in

advance thereof upon receipt by the Trustee of: 

1. the Bond Resolution, duly and validly adopted by

the Board, authorizing the execution and delivery of this

Indenture and the authentication and delivery of the Bonds, 

2. the Series 2016 Standby Contribution Agreement, 

duly and validly executed and delivered by the parties

thereto, and evidence satisfactory to the Issuer of

performance of the obligations of the Owner thereunder to

be performed by the Owner prior to or simultaneously with

the delivery of the Bonds, 

3. the Series 2016 Depository Agreement, duly and

validly executed and delivered by the parties thereto, and

evidence satisfactory to the Issuer of the performance of

the obligations of the Issuer thereunder to be performed by

the Issuer prior to or simultaneously with the delivery of

the Bonds, 
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4. the Initial Letter of Credit, along with neces-

sary legal opinions relating to the validity and enforce-

ability thereof and

5. the purchase price for the Bonds specified in the

Bond Resolution. 

C. At any time and from time to time after the execution

and delivery of this Indenture, the Issuer may deliver Bonds executed

by the Issuer to the Trustee for authentication, and the Trustee shall

authenticate and deliver such Bonds as provided in this Indenture. 

D. No Bond shall be entitled to any right or benefit

under this Indenture, or be valid or obligatory for any purpose, 

unless there appears on such Bond a certificate of authentication sub-

stantially in the form provided in Section 2. 03, executed by the

Trustee by manual signature, and such certificate upon any Bond shall

be conclusive evidence, and the only evidence, that such Bond has been

duly certified or authenticated and delivered. 

E. All Bonds authenticated and delivered by the Trustee

hereunder shall be dated the date of their authentication. 

SECTION 3. 04. Registration, Transfer and Exchange. 

A. The Issuer shall cause to be kept ( at its agency for

payment of the Bonds) at the designated corporate trust office of the

Registrar a register ( hereinafter referred to as the " Bond Register") 

for the Bonds in which, subject to such reasonable regulations as it

may prescribe, the Issuer shall provide for the registration of the

Bonds and registration of transfers of Bonds as herein provided.  The

Trustee is hereby appointed " Bond Registrar" for the purpose of regis-

tering Bonds and transfer of Bonds as herein provided. 

B. Upon surrender for transfer of any Bond to a Paying

Agent therefor at the designated corporate trust office thereof, 

accompanied by such other documents as are required in the form of

Bond in Section 2. 02 in connection with the transfer thereof, the

Issuer shall execute, and the Trustee shall authenticate and deliver, 

in the name of the designated transferee or transferees, one or more

new fully registered Bonds of the same Stated Maturity, of any author-

ized denominations ( provided, however, that no Bond shall ever be

issued in a denomination less than the minimum applicable authorized

denomination of such Bond) and of a like aggregate principal amount as

requested by the transferor. 

C. At the option of the Holder, Bonds may be exchanged

for other Bonds of the same Stated Maturity, of any authorized denom-

inations ( provided, however, that no Bond shall ever be issued in a

denomination less than the minimum applicable authorized denomination

of such Bond) and of like aggregate principal amount upon surrender of

the Bonds to a Paying Agent therefor at the designated corporate trust

office thereof.  Whenever any Bonds are so surrendered for exchange, 
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the Issuer shall execute, and the Trustee shall authenticate and

deliver, the Bonds which the Holder of Bonds making the exchange is

entitled to receive. 

D. All Bonds issued upon any transfer or exchange of

Bonds shall be the valid obligations of the Issuer, evidencing the

same debt, and entitled to the same security and benefits hereunder

and under the Bond Resolution, as the Bonds surrendered upon such

transfer or exchange. 

E. Every Bond presented or surrendered for transfer or

exchange shall be duly endorsed ( if so required by the Trustee), or be

accompanied by a written instrument of transfer in form satisfactory

to the Trustee duly executed, by the Holder thereof or his attorney

duly authorized in writing. 

F. The Bond Registrar may require payment of a sum

sufficient to cover any tax or other charges that may be imposed in

connection with any transfer or exchange of Bonds. 

G. Neither the Issuer nor the Trustee shall be required

1) to issue, transfer, or exchange any Bond during a period beginning

at the opening of business fifteen ( 15) days before the day of the

first mailing of a notice of redemption of Bonds under Section 4. 04

and ending at the close of business on the day of such mailing or

2) thereafter to transfer or exchange any Bond to be redeemed in

whole or in part pursuant to such notice. 

H. 1. The Trustee and the Issuer shall at all times

have an arrangement with a " clearing agency" ( securities depository) 

registered under Section 17A of the Securities Exchange Act of 1934, 

as amended, which is the owner of the Bonds, to establish procedures

with respect to the Bonds not inconsistent with the provisions of this

Indenture; provided, that, notwithstanding any other provisions of

this Indenture, any such agreement may provide that different provi-

sions for notice to such securities depository may be set forth herein

and that a legend shall appear on each Bond so long as the Bonds are

subject to such agreement. 

2. With respect to Bonds registered in the name of

such securities depository ( or its nominee), neither the Trustee nor

the Issuer shall have any obligation to any of its members or partici-

pants or to any person on behalf of whom an interest is held in the

Bonds. 

3. It is hereby acknowledged that the Issuer entered

into a " letter of representations" with DTC in connection with the

issuance of the Bonds, and while such letter of representations is in

effect, the procedures established therein shall apply to the Bonds

notwithstanding any other provisions of this Indenture to the

contrary.  As long as DTC is such a securities depository with respect

to the Bonds, the Trustee shall be a " DTC Direct Participant." 
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SECTION 3. 05. Temporary Bonds. 

A. Pending the preparation of definitive Bonds, the

Issuer may execute, and upon Issuer Request the Trustee shall authen-

ticate and deliver, temporary Bonds which are printed, lithographed, 

typewritten, mimeographed or otherwise produced, any denomination and

Stated Maturities, substantially of the tenor of the definitive Bonds

in lieu of which they are issued, in fully registered form, and with

such appropriate insertions, omissions, substitutions and other varia-

tions as the officers executing such Bonds may determine, as evidenced

by their execution of such Bonds. 

B. If temporary Bonds are issued, the Issuer shall cause

definitive Bonds to be prepared without unreasonable delay.  After the

preparation of definitive Bonds, the temporary Bonds shall be

exchangeable for definitive Bonds upon surrender of the temporary

Bonds to the Trustee without charge to the Holder.  Upon surrender for

cancellation of any one or more temporary Bonds the Issuer shall exe-

cute and the Trustee shall authenticate and deliver in exchange there-

for a like principal amount of definitive Bonds of the same Stated

Maturities and of authorized denominations.  Until so exchanged, 

temporary Outstanding Secured Bonds shall in all respects be entitled

to the security and benefits of this Indenture. 

SECTION 3. 06. Mutilated, Destroyed, Lost and Stolen Bonds. 

A. If ( 1) any mutilated Bond is surrendered to the

Trustee, or the Trustee receives evidence to its satisfaction of the

destruction, loss or theft of any Bond, and ( 2) there is delivered to

the Trustee such security or indemnity as may be required by it to

save each of the Issuer and Trustee harmless, then, in the absence of

notice to the Issuer or the Trustee that such Bond has been acquired

by a bona fide purchaser, the Issuer shall execute and, upon a request

of the Issuer Representative, the Trustee shall authenticate and

deliver, in exchange for or in lieu of any such mutilated, destroyed, 

lost or stolen Bond, a new Bond of like tenor, Stated Maturity and

aggregate principal amount bearing a number not contemporaneously out-

standing.  If, after the delivery of such new Bond, a bona fide

purchaser of the original Bond in lieu of which such new Bond was

issued presents for payment such original Bond, the Issuer and the

Trustee shall be entitled to recover such new Bond from the Person to

whom it was delivered or any Person taking therefrom, except a bona

fide purchaser, and shall be entitled to recover upon the security or

indemnity provided therefor to the extent of any loss, damage, cost or

expenses incurred by the Issuer or the Trustee in connection

therewith. 

B. In case any such mutilated, destroyed, lost, or stolen

Bond has become or is about to become due and payable, the Issuer or

the Trustee in its discretion may pay such Bond instead of issuing a

new Bond. 
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C. Upon the issuance of any new Bond under this Section, 

the Issuer or the Trustee may require the payment of a sum sufficient

to cover any tax or other charges that may be imposed in relation

thereto and any other expenses connected therewith. 

D. Every new Bond issued pursuant to this Indenture in

lieu of any mutilated, destroyed, lost, or stolen Bond shall consti-

tute an original additional contractual obligation of the Issuer, 

whether or not the mutilated, destroyed, lost or stolen Bond shall be

at any time enforceable by anyone, and shall be entitled to all the

benefits of the Board Resolution authorizing the Bonds and of this

Indenture equally and ratably with all other Outstanding Bonds. 

E. The provisions of this Section are exclusive and shall

preclude ( to the extent lawful) all other rights and remedies with

respect to the replacement and payment of mutilated, destroyed, lost

or stolen Bonds. 

SECTION 3. 07. Payment of Interest on Bonds; Interest Rights

Preserved. 

A. Interest on any Bond which is payable on, and is

punctually paid or duly provided for on, any Interest Payment Date

shall be paid to the Person in whose name that Bond ( or one or more

Predecessor Bonds) is registered at the close of business on the

Regular Record Date for such interest.  Such interest, in the absence

of other arrangements acceptable to the Paying Agent made by the

Holder as of such date, shall be paid by check payable to the order

and mailed to the address of such Holder as the same appears on the

Bond Register and such payment shall be deemed to be at the designated

corporate trust office of the Paying Agent. 

B. Any interest on any Bond which is payable on, but is

not punctually paid or duly provided for on, any Interest Payment Date

hereinafter referred to as " Defaulted Interest") shall forthwith

cease to be payable to the Holder on the relevant Regular Record Date

solely by virtue of such Holder having been such Holder.  Such

Defaulted Interest shall thereupon be paid by the Issuer to the

Persons in whose names such Bonds ( or their respective Predecessor

Bonds) are registered at the close of business on a Special Record

Date for the payment of such portion of Defaulted Interest as may then

be paid from the sources herein provided.  The Issuer shall promptly

notify the Trustee in writing of the amount of Defaulted Interest

proposed to be paid on each Bond and the date of the proposed payment

which date shall be such as will enable the Trustee to comply with

the next sentence hereof), and at the same time the Issuer shall

deposit with the Trustee an amount of money equal to the aggregate

amount proposed to be paid in respect of such Defaulted Interest or

shall make arrangements satisfactory to the Trustee for such deposit

prior to the date of the proposed payment, such money when deposited

to be held in trust for the benefit of the Holders entitled to such

Defaulted Interest as in this Subsection provided and not to be deemed

part of the Trust Estate for the other than Outstanding Secured Bonds.  
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Thereupon the Trustee shall fix a Special Record Date for the payment

of such Defaulted Interest which shall be not more than fifteen ( 15) 

nor less than ten ( 10) days prior to the date of the proposed payment

by the Trustee and not less than ten ( 10) days after the receipt by

the Trustee of the notice of the proposed payment.  The Trustee shall

promptly notify the Issuer of such Special Record Date and, in the

name and at the expense of the Issuer, shall cause notice of the

proposed payment of such Defaulted Interest and the Special Record

Date therefor to be mailed, first-class postage prepaid, to each

Holder of a Bond at his or her address as it appears in the Bond

Register not less than ten ( 10) days prior to such Special Record

Date.  Notice of the proposed payment of such Defaulted Interest and

the Special Record Date therefor having been mailed as aforesaid, such

Defaulted Interest shall be paid to the Persons in whose names the

Bonds ( or their respective Predecessor Bonds) are registered on such

Special Record Date. 

C. Subject to the foregoing provisions of this Section, 

each Bond delivered under this Indenture upon transfer of or in

exchange for or in lieu of any other Bond shall carry all the rights

to interest accrued and unpaid, and to accrue, which were carried by

such other Bond and each such Bond shall bear interest from such date

that neither gain nor loss in interest shall result from such

transfer, exchange or substitution. 

SECTION 3. 08. Cancellation. 

All Bonds surrendered for payment, redemption, transfer, 

exchange, replacement or conversion, and all Bonds, if surrendered to

the Trustee, shall be promptly canceled by it and, if surrendered to

the Issuer or any Paying Agent, shall be delivered to the Trustee and, 

if not already canceled, shall be promptly canceled by the Trustee.  

The Issuer may at any time deliver to the Trustee for cancellation any

Bonds previously certified or authenticated and delivered which the

Issuer may have acquired in any manner whatsoever, and all Bonds so

delivered shall be promptly canceled by the Trustee.  No Bond shall be

authenticated in lieu of or in exchange for any Bond canceled as pro-

vided in this Section, except as expressly provided by this Indenture. 

SECTION 3. 09. Persons Deemed Owners. 

The Issuer, the Trustee, and their agents may treat the

Person in whose name any Bond is registered as the owner of such bond

for the purpose of receiving payment of the principal ( and Redemption

Price) of and interest on such Bond as provided herein and for all

other purposes whatsoever, whether or not such Bond be overdue, and, 

to the extent permitted by law, none of the Issuer, the Trustee and

any such agent shall be affected by notice to the contrary. 
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ARTICLE FOUR

REDEMPTION OF BONDS

SECTION 4. 01. General Applicability of Article. 

The Bonds shall be redeemable before their Stated Maturity

in accordance with Section 3. 02 and this Article. 

SECTION 4. 02. Election to Redeem; Notice to Trustee. 

The exercise by the Issuer of its option to redeem any

Bonds shall be evidenced by a Board Resolution.  In case of any

redemption at the election of the Issuer of less than all of the

Outstanding Bonds, the Issuer shall, at least sixty ( 60) days prior to

the Redemption Date ( unless a shorter notice shall be satisfactory to

the Trustee), notify the Trustee in writing of such Redemption Date

and of the Stated Maturities and principal amounts of Bonds to be

redeemed. 

SECTION 4. 03. Selection of Bonds to be Redeemed. 

A. If less than all the Outstanding Bonds of a Stated

Maturity of the Bonds are to be redeemed, the particular Bonds of such

Stated Maturity of the Bonds to be redeemed shall be selected not more

than forty-five ( 45) days prior to the Redemption Date by the Trustee

from the Outstanding Bonds which have not previously been called for

redemption, by such random method as the Trustee shall in its sole

discretion deem appropriate and which may provide for the selection

for redemption of portions ( equal to $5, 000 of principal amount or an

integral multiple thereof) of the principal of Bonds of a denomination

larger than the authorized denomination of that Bond. 

B. The Trustee shall promptly notify the Issuer in

writing of Bonds selected for redemption and, in the case of any Bond

selected for partial redemption, the principal amount thereof to be

redeemed. 

SECTION 4. 04. Notice of Redemption. 

A. Notice of redemption shall be given by the Trustee in

the name and at the expense of the Issuer, not less than thirty ( 30) 

nor more than sixty ( 60) days prior to the Redemption Date, to each

Holder of Bonds to be redeemed, at his address appearing in the Bond

Register. 

B. All notices of redemption shall include a statement as

to

1. the Redemption Date, 

2. the Redemption Price, 
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3. the Stated Maturity and principal amount of Bonds

to be redeemed and, if less than all Outstanding Bonds are

to be redeemed, the identification ( and, in the case of

partial redemption, the respective principal amounts) of

Bonds to be redeemed, 

4. that on the Redemption Date, the Redemption Price

of each of the Bonds to be redeemed will become due and

payable and that the interest thereon shall cease to accrue

from and after said date and

5. that Bonds to be redeemed are to be surrendered

for payment of the Redemption Price to the Paying Agent at

the principal corporate trust office thereof and the

address of such Paying Agent. 

The notice may state ( 1) that redemption is conditioned upon the

deposit of moneys, in an amount equal to the amount necessary to

effect the redemption, with the Trustee no later than the redemption

date or ( 2) that the Issuer retains the right to rescind such notice

on or prior to the scheduled redemption date, and such notice and

optional redemption shall be of no effect if such moneys are not so

deposited or if the notice is rescinded.  Such notice may be rescinded

at any time on or prior to the redemption date if the Issuer delivers

an Officers' Certificate to the Trustee instructing the Trustee to

rescind the redemption notice.  The Trustee shall give prompt notice

of such rescission to the affected Bondholders.  Any Bonds where

redemption has been rescinded shall remain Outstanding and the

rescission shall not constitute an event of default.  The failure of

the Issuer to make funds available in part or in whole on or before

the redemption date shall not constitute an event of default. 

C. Notices of redemption shall also be sent pursuant to

this Section to the entities, on the date and by the means required

for such matters pursuant to Rule 15c2- 12 promulgated pursuant to the

Securities Exchange Act of 1934, as amended. 

D. Neither the failure to mail any notice required by

Subsection C hereof, nor any defect in any notice so mailed, shall

affect the sufficiency of such notice or the redemption otherwise

effected by such notice. 

SECTION 4. 05. Deposit of Redemption Price. 

Unless the notice of redemption states that such redemption

is conditional upon deposit of moneys, on or before the Business Day

preceding the earliest date for mailing of the notice required by

Section 4. 04 with regard to any Redemption Date relating to Section

3. 02, the Issuer shall deposit or cause to be deposited with the

Trustee an amount of money which, together with any amounts in the

Bond Fund available for such purpose, is sufficient to pay the

Redemption Price of all the Bonds then to be redeemed and interest, if

any, accrued thereon to the Redemption Date.  Such money and amounts
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shall be segregated and shall be held in trust, uninvested, for the

benefit of the Holders entitled to such Redemption Price and shall not

be deemed to be part of the Trust Estate. 

SECTION 4. 06. Bonds Payable on Redemption Date. 

A. Notice of redemption having been given as aforesaid, 

the Bonds so to be redeemed shall, on the Redemption Date, become due

and payable at the Redemption Price therein specified, and from and

after such date ( unless the Issuer shall default in the payment of the

Redemption Price) such Bonds shall cease to bear interest.  Upon

surrender of any such Bond for redemption in accordance with said

notice, such Bond shall be paid by the Issuer at the Redemption Price, 

but solely from the sources therein provided.  Installments of inter-

est with a Stated Maturity on or prior to the Redemption Date shall be

payable to the Holders of the Bonds registered as such on the relevant

Record Dates according to the terms of such Bonds and the provisions

of Section 3. 07. 

B. If any Bond to be redeemed shall not be so paid upon

surrender thereof for redemption, the principal shall, until paid, 

bear interest from the Redemption Date at the rate prescribed therefor

in such Bond. 

SECTION 4. 07. Bonds Redeemed in Part. 

Any Bond which is to be redeemed only in part shall be

surrendered at the designated corporate trust office of the Trustee, 

and the Issuer shall execute and the Trustee shall authenticate and

deliver to the Holder of such Bond, without service charge, a new Bond

or Bonds of any authorized denomination or denominations as requested

by such Holder in aggregate principal amount equal to and in exchange

for the unredeemed portion of the principal of the Bond so surrend-

ered. 
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ARTICLE FIVE

FUNDS

SECTION 5. 01. Bond Fund. 

There is hereby created by the Issuer and established with

the Trustee the special fund of the Issuer designated its " General

Obligation Refunding Bonds, Series 2016 Bond Fund" ( hereinafter

referred to as the " Bond Fund") and within the Bond Fund ( 1) a special

account designated the " Series 2016 Tax Account" and ( 2) a special

account separate and apart from the Trust Estate and designated the

Series 2016 Expenses Account."  The money deposited to the Series

2016 Tax Account and the Series 2016 Expenses Account, together with

all investments thereof and investment income therefrom, shall be held

in trust by the Trustee and applied solely as provided in Sections

5. 02 and 7. 03. 

SECTION 5. 02. Deposits to and Application of Bond Fund; Reports from

Trustee with Respect Thereto. 

A. The Issuer shall, upon receipt, deposit to the credit

of

1. the Series 2016 Tax Account: 

a. amounts collected by or remitted to the

Issuer as ad valorem taxes to the extent provided in

Section 10. 01( A) which are allocated in the budget of

the Issuer for the applicable Fiscal Year for the pay-

ment of either ( i) principal of or interest or premium

on the Bonds with respect to Debt Service or ( ii) for

the payment of Rebate and the expenses described in

Clause ( ii) of the definition of Debt Service ( but not

any amounts from such source which are to be applied

to pay amounts due with respect to any bonds issued on

a parity with the Bonds), 

b. amounts paid to the Trustee pursuant to

Sections 2. 01( B)( 4) and ( C)( 3) of the Series 2016

Standby Contribution Agreement for which the Trustee

shall submit written requests as required by such

sections of the Series 2016 Standby Contribution

Agreement; 

c. amounts, if any, paid to the Trustee

pursuant to Section 2. 02( A) of the Series 2016

Depository Agreement for which the Trustee shall

submit written requests as provided by Section

5. 02( C)( 1); 
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d. amounts transferred from the Costs of

Issuance Fund to the extent provided in Sections

5. 04( B) and 5. 06( B) and

e. such other funds as the Issuer shall, at

the option of the Board, deem advisable. 

2. the Series 2016 Expenses Account, amounts trans-

ferred from the Series 2016 Tax Account to the extent pro-

vided in Section 5. 02( B)( 1)( b). 

B. 1. a. Amounts deposited in the Series 2016 Tax

Account shall be applied, first, to pay principal, interest or premium

with respect to Debt Service on the dates due and in the amounts and

order provided in Section 7. 03( B). 

b. On the day after each such due date

referred to in Section 5. 02( B)( 1)( a), amounts deposited in the Series

2016 Tax Account pursuant to, and for the purposes described in, 

Section 5. 02( A)( 1)( a)( ii) shall be transferred to the Series 2016

Expenses Account. 

2. Amounts deposited in the Series 2016 Expenses

Account shall be applied to pay amounts due with respect to Rebate or, 

upon an Issuer Request, be paid to the Issuer for the purposes

described in Section 9. 1 of the Development Agreement.  The Trustee

shall have no obligation to confirm that the Issuer uses such funds

for such purposes. 

C. 1. After the Draw, on January 2 and July 2 of each

Fiscal Year prior to the termination of the Series 2016 Depository

Agreement, the Trustee shall provide to the Depository in writing the

following information: 

a. Debt Service due on the Bonds on the next

January 15 and July 15, as the case may be, 

b. the amount then on deposit in the Series

2016 Tax Account including the amounts deposited therein

pursuant to Section 5. 02( A)( 1)( b) and ( c) and

c. the difference of clause ( a) above less

clause ( b) above,  

together with a request ( which may be by facsimile communication) for

payment by the Depository of an amount equal to such difference if

greater than zero by January 8 and July 8, respectively. 

2. As soon as possible after July 15 of each Fiscal

Year and more often as indicated in an Issuer Request, the Trustee

shall provide to the Issuer, the Original Purchaser and, while the

Series 2016 Depository Agreement is in effect, the Owner the balances

as of such date in each fund established hereunder. 
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SECTION 5. 03. Costs of Issuance Fund. 

There is hereby created by the Issuer and established with

the Trustee a special trust fund of the Issuer held separate and apart

from the Trust Estate and designated its "General Obligation Refunding

Bonds, Series 2016 Costs of Issuance Fund" ( hereinafter referred to as

the " Costs of Issuance Fund").  Amounts deposited to the Costs of

Issuance Fund, together with all investments thereof and investment

income therefrom, shall be held in trust by the Trustee and applied

solely as provided in Sections 5. 04 and 5. 05. 

SECTION 5. 04. Deposits to and Application of Costs of Issuance Fund. 

A. The Issuer shall deposit to the credit of the Costs of

Issuance Fund the proceeds of the sale of the Bonds as provided in

Section 5. 05( b). 

B. Upon an Issuer Request which shall state with respect

to Costs of Issuance ( 1) the name and address of the Person to whom

the payment is to be made; ( 2) the amount to be paid; ( 3) the

obligation on account of which the payment is to be made, showing the

total obligation, any amount previously paid and the unpaid balance; 

4) that the obligation was properly incurred and is a proper charge

against the Costs of Issuance Fund; ( 5) that the amount requisitioned

is due and unpaid or owing to such Person and ( 6) the aggregate amount

of all disbursements previously made from the Costs of Issuance Fund, 

amounts on deposit in the Costs of Issuance Fund shall be applied by

the Trustee solely to pay the Costs of Issuance and, to the extent the

funds deposited to the Costs of Issuance Fund and investment income

attributable thereto are in excess of the amounts required for any

such purpose, then at the discretion of the Issuer as provided by

Issuer Request to transfer such unexpended proceeds or income to the

Series 2016 Tax Account; provided, however, that if any such amounts

remain on deposit in the Costs of Issuance Fund on March 1, 2017, such

amounts shall be transferred by the Trustee to the Series 2016 Tax

Account.  The Trustee shall have no obligation to determine that such

released amounts are used by the Issuer for a permitted purpose. 

SECTION 5. 05. Disposition of Proceeds of Bonds. 

Simultaneously with delivery of the Bonds to the Original

Purchaser, the Issuer shall cause the Trustee to ( a) transfer

9, 503, 857. 58 of the proceeds of the sale of the Bonds to the " General

Obligation Bonds Series 2006 Bond Fund" held by the 2006 Trustee

pursuant to the 2006 Indenture and ( b) deposit $ 293, 942. 65 of the

proceeds of the sale of the Bonds to the credit of the Costs of

Issuance Fund for the purposes described in Section 5. 04( B). 

SECTION 5. 06. Investment of and Security for Funds. 

A. Money held for the credit of the Bond Fund shall, as

nearly as may be practicable, be continuously invested and reinvested
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by the Trustee in Governmental Obligations at the written direction of

the Issuer Representative. 

B. Money held for the credit of the Costs of Issuance

Fund shall, as nearly as may be practical, be continuously invested

and reinvested by the Trustee in Permitted Investments at the written

direction of the Issuer Representative and on each September 14 and

March 10 of each Fiscal Year the resulting investment income shall be

transferred by the Trustee to the Series 2016 Tax Account.  If the

Trustee is not provided with written investment directions the Trustee

shall hold such amounts uninvested in cash, without liability for

interest.  The Trustee is entitled to rely on any written investment

direction of the Issuer Representative as to the suitability and the

legality of such directed investments and such written investment

direction shall be deemed to be a certification that such directed

investments constitute Permitted Investments. 

C. The Trustee shall sell or present for redemption any

obligations so purchased as an investment hereunder whenever it shall

be necessary so to do in order to provide money to make any payment or

transfer of money required hereby.  Investments shall mature, or shall

be subject to redemption by the holder thereof at the option of such

holder without penalty, not later than the respective dates when such

money is expected to be required for the purpose intended.  Obliga-

tions so purchased as an investment of any money credited to any fund

established hereunder shall be deemed at all times to be a part of

such fund.  The investment income on obligations so purchased and any

profit realized from such investment shall be credited to such fund

and any loss resulting from such investment shall be charged to such

fund. 

D. All money held by the Trustee hereunder shall be

continuously secured in the manner and to the fullest extent then

required by applicable State or federal laws and regulations regarding

the security for, or granting a preference in the case of, the deposit

of trust funds.  The Trustee shall not be liable for any loss result-

ing from any such investment excepting only such losses as may have

resulted from disregard or negligent implementation of any permitted

direction by the Issuer. 
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ARTICLE SIX

DEFEASANCE AND RELEASES

SECTION 6. 01. Payment of Indebtedness; Satisfaction and Discharge of

Indenture. 

A. Whenever

1. all Bonds theretofore authenticated and delivered

have been canceled by the Trustee or delivered to the

Trustee for cancellation, excluding, however: 

a. Bonds for the payment of which money has

theretofore been deposited in trust with the Trustee

or a Paying Agent as provided in Section 4. 05, 

b. Bonds alleged to have been destroyed, lost, 

or stolen which have been replaced or paid as provided

in Section 3. 06, except for any such Bond which, prior

to the satisfaction and discharge of this Indenture, 

has been presented to the Trustee with a claim of

ownership and enforceability by the Holder thereof and

where enforceability has not been determined adversely

against such Holder by a court of competent jurisdic-

tion, 

c. Bonds, other than those referred to in the

foregoing Clauses, for the payment or redemption

under arrangements satisfactory to the Trustee for

the giving of notice of redemption by the Trustee in

the name and at the expense of the Issuer) of which

the Issuer has deposited or caused to be deposited

with the Trustee in trust for such purpose an amount

to be immediately available for payment, except in

the case of Bonds excepted from the foregoing Clause

b) prior to the time the ownership and enforceability

of such Bonds has been established) sufficient to pay

and discharge the entire indebtedness on the Bonds for

principal ( and premium, if any) and interest to the

date of Maturity thereof which have become due and

payable or to the Stated Maturity or Redemption Date, 

as the case may be and

d. Bonds deemed no longer Outstanding as a

result of the deposit or escrow of money or Defeasance

Obligations or both as described in Section 6. 02; and

2. the Issuer has paid or caused to be paid all

other sums payable hereunder by the Issuer; 

then, upon Issuer Request, this Indenture and the lien, rights and

interests created hereby shall cease, determine and become null and
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void ( except as to any surviving rights of transfer or exchange of

Bonds herein or therein provided for), and the Trustee and each co-

trustee and separate trustee, if any, then acting as such hereunder

shall, at the expense of the Issuer, execute and deliver a termination

statement and such instruments of satisfaction and discharge as may be

necessary and pay, assign, transfer and deliver to the Issuer or upon

Issuer Request all cash, securities and other personal property then

held by it hereunder as a part of the Trust Estate. 

B. In the absence of an Issuer Request as aforesaid, the

payment of all Outstanding Secured Bonds shall not render this

Indenture inoperative or prevent the Issuer from issuing Bonds from

time to time thereafter as herein provided. 

C. Notwithstanding the satisfaction and discharge of this

Indenture, the obligations of the Issuer to the Trustee under Section

8. 06 shall survive. 

SECTION 6. 02. Defeasance. 

Any Bond shall be deemed to be no longer Outstanding when

payment of the principal of such Bond, plus interest thereon to the

Maturity thereof ( whether such Maturity be by reason of the Stated

Maturity thereof or giving of notice redemption therefor, if notice of

such redemption has been given or waived or irrevocable arrangements

therefor satisfactory to the Trustee have been made) shall have been

provided for by depositing for such payment from funds of the Issuer

under the terms provided in this Section ( 1) money sufficient to make

such payment or ( 2) money and Defeasance Obligations certified to the

Trustee, the Issuer and the Insurer by an independent accountant of

national reputation to mature as to principal and interest in such

amounts and at such times as shall, without further investment or

reinvestment of either the principal amount thereof or the interest

earnings therefrom be sufficient to make such payment, provided that

all necessary and proper fees, compensation, and expenses of the

Trustee and Paying Agents pertaining to the Bonds with respect to

which such deposit is made shall have been paid or the payment thereof

provided for to the satisfaction of the Trustee.  Any such deposit

shall be made either with the Trustee or, if notice of such deposit is

given to the Trustee, with a state or nationally chartered bank with a

minimum combined capital and surplus of $50, 000, 000, as escrow agent, 

with irrevocable instructions to transfer the amounts so deposited and

investment income therefrom to the Trustee or the Paying Agents in the

amounts and at the times required to pay principal of and interest on

the Bonds with respect to which such deposit is made at the Maturity

thereof and of such interest or the Stated Maturity, as the case may

be.  In the event such deposit is made with respect to some but not

all of the Bonds then Outstanding, the Trustee shall select the

Outstanding Bonds in the same manner as provided in Section 4. 03 for

the selection of Bonds to be redeemed.  Notwithstanding anything

herein to the contrary however, no such deposit shall have the effect

hereinabove described ( 1) if made during the existence of default

hereunder of which the Trustee has received written notice unless made
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with respect to all of the Bonds then Outstanding and ( 2) unless there

shall be delivered to the Trustee an Opinion of Counsel to the effect

that such deposit shall not adversely affect any exemption from

federal income taxation of interest on any Bond.  Any money and

Defeasance Obligations deposited with the Trustee for such purpose

shall be held by the Trustee in a segregated account in trust for the

Holders of the Bonds with respect to which such deposit is made and

together with any investment income therefrom, shall be disbursed

solely to pay the principal of and interest on the Bonds when due.  No

money or Defeasance Obligations so deposited pursuant to this Section

shall be invested or reinvested unless in Defeasance Obligations and

unless such money not invested, such Defeasance Obligations not

reinvested, and such new investments are together certified by an

independent accountant of national reputation to be of such amounts, 

maturities, and interest payment dates and to bear such interest as

will, without further investment or reinvestment of either the princi-

pal amount thereof or the interest earnings therefrom, be sufficient

to make such payment.  At such times as a Bond shall be deemed to be

paid hereunder, as aforesaid, it shall no longer be secured by or

entitled to the benefits of this Indenture, except for purposes of any

such payment from such money or Defeasance Obligations. 

SECTION 6. 03. Application of Deposited Money. 

Money or Defeasance Obligations deposited with the Trustee

pursuant to Section 6. 01 or 6. 02 shall not be a part of the Trust

Estate but shall constitute a separate trust fund for the benefit of

the Persons entitled thereto.  Subject to the provisions of Section

4. 03, such money or Defeasance Obligations shall be applied by the

Trustee to the payment ( either directly or through any Paying Agent as

the Trustee may determine) to the Holders entitled thereto of the

principal ( and premium, if any) and interest for the payment of which

such money has been deposited with the Trustee. 
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ARTICLE SEVEN

REMEDIES

SECTION 7. 01. Suits for Enforcement; Mandamus. 

A. The Trustee in its discretion, subject to the

provisions of Section 7. 10, may proceed to protect and enforce its

rights and the rights of the Bondholders under this Indenture by a

suit, action, or proceeding in equity or at law or otherwise, whether

for the specific performance of any covenant or agreement contained in

this Indenture, the Series 2016 Standby Contribution Agreement or the

Series 2016 Depository Agreement or in aid of the execution of any

power granted in this Indenture, the Series 2016 Standby Contribution

Agreement or the Series 2016 Depository Agreement or for the

enforcement of any other legal, equitable, or other remedy, as the

Trustee, being advised by counsel, shall deem most effectual to

protect and enforce any of the rights of the Trustee or the

Bondholders.  Without limiting the generality of the foregoing, the

Trustee shall at all times have the power to institute and maintain

such proceedings as it may deem expedient:  ( 1) to prevent any

impairment of the Trust Estate by any acts which may be unlawful or in

violation of this Indenture, the Series 2016 Standby Contribution

Agreement or the Series 2016 Depository Agreement and ( 2) to protect

its interests and the interests of the Bondholders in the Trust Estate

and in the issues, profits, revenues and other income arising

therefrom, including the power to maintain proceedings to restrain the

enforcement of or compliance with any governmental enactment, rule or

order which may be unconstitutional or otherwise invalid, if the

enforcement of, or compliance with, such enactment, rule or order

would impair the Trust Estate or be prejudicial to the interests of

the Bondholders or the Trustee. 

B. In addition to all rights and remedies of any Holder

of Bonds provided herein, in the event the Issuer defaults in the

payment of the principal of or premium, if any, or interest on any of

the Bonds when due, or defaults in the observance or performance of

any of the covenants, conditions, or obligations set forth in the Bond

Resolution, this Indenture, the Series 2016 Standby Contribution

Agreement or the Series 2016 Depository Agreement, the Trustee shall

be entitled to a writ of mandamus issued by a court of proper juris-

diction compelling and requiring the directors and other officers of

the Issuer to make such payment or to observe and perform any cove-

nant, obligation, or condition prescribed in the Bond Resolution, this

Indenture, the Series 2016 Standby Contribution Agreement and the

Series 2016 Depository Agreement. 

C. Notwithstanding the foregoing, if the Trustee is

unwilling or unable to perform any of the foregoing with respect to

the Series 2016 Standby Contribution Agreement or the Series 2016

Depository Agreement and the result will be an increase of the levy

required by Section 10. 01 for the next Fiscal Year, the Issuer may, 
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independently, take whatever action is necessary in the judgment of

the Board to mitigate the effect in future Fiscal Years. 

SECTION 7. 02. Covenant to Pay Trustee Amounts Due on Bonds and Right

of Trustee to Judgment. 

A. If

1. default occurs in the payment of any interest on

any Bond when such interest becomes due and payable or

2. default occurs in the payment of the principal of

or premium, if any, on) any Bond at its Maturity, 

then upon demand of the Trustee, the Issuer shall pay or cause to be

paid to the Trustee for the benefit of the Holders of such Bonds the

amount so due and payable on the Bonds for principal ( and premium, if

any), but not any such amounts due in the future, and interest and, in

addition thereto, such further amount as shall be sufficient to cover

the costs and expenses of administration and collection, including the

reasonable compensation, expenses, disbursements, and advances of the

Trustee and its agents and counsel.  If the Issuer fails to pay or

cause to be paid such amounts forthwith upon such demand, the Trustee, 

in its own name and as trustee of an express trust, shall be entitled

to sue for and recover judgment against the Issuer for the amount then

so due and unpaid. 

B. The Trustee shall be entitled to sue and recover

judgment as aforesaid either before, after, or during the pendency of

any proceedings for the enforcement of the lien of this Indenture, and

in case of a sale of the Trust Estate and the application of the

proceeds of sale as aforesaid, the Trustee, in its own name and as

trustee of an express trust, shall be entitled to enforce payment of, 

and to receive, all amounts then remaining due and unpaid upon the

Outstanding Secured Bonds, for the benefit of the Holders thereof, and

shall be entitled to recover judgment for any portion of the same

remaining unpaid, with interest as aforesaid.  No recovery of any such

judgment upon any property of the Issuer shall affect or impair the

lien of this Indenture upon the Trust Estate or any rights, powers, or

remedies of the Trustee hereunder, or any rights, powers, or remedies

of the Holders of the Bonds. 

SECTION 7. 03. Application of Money Collected. 

Any money collected by the Trustee pursuant to this

Article, together with any other sums then held by the Trustee as part

of the Trust Estate, shall be applied in the following order, at the

date or dates fixed by the Trustee and, in case of the distribution of

such money on account of principal ( or premium, if any) or interest

upon presentation of the Bonds and the notation thereon of the payment

if only partially paid and upon surrender thereof if fully paid: 
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A. First:  To the payment of all unpaid amounts due the

Trustee under Section 8. 06; 

B. Second:  To the payment of any amounts due for Rebate

and then the payment of the whole amount then due and unpaid upon the

Outstanding Secured Bonds, for principal of and premium, if any and

interest on the Bonds and with interest ( to the extent that such

interest has been collected by the Trustee or a sum sufficient there-

for has been so collected and payment thereof is legally enforceable

at the respective rate or rates prescribed therefor in the Bonds) on

overdue principal ( and premium, if any), and in case such proceeds

shall be insufficient to pay in full the whole amount so due and

unpaid upon such Bonds, then to the payment of such principal and

interest without any preference or priority, ratably according to the

aggregate amount so due and

C. Third:  To the payment of the remainder, if any, to

the Issuer, or to whosoever may be lawfully entitled to receive the

same, or as a court of competent jurisdiction may direct. 

SECTION 7. 04. Trustee May File Proofs of Claim. 

A. In case of the pendency of any receivership, insolv-

ency, liquidation, bankruptcy, reorganization, arrangement, adjust-

ment, composition, or other judicial proceeding relative to the Issuer

or the property of the Issuer, the Trustee ( irrespective of whether

the principal of the Bonds shall then be due and payable, as therein

expressed or by declaration or otherwise, and irrespective of whether

the Trustee shall have made any demand on the Issuer for the payment

of overdue principal, premium, or interest) shall be entitled and

empowered, by intervention in such proceeding or otherwise, 

1. to file and prove a claim for the whole amount of

principal ( and premium, if any) and interest owing and

unpaid in respect of the Outstanding Secured Bonds and to

file such other papers or documents as may be necessary or

advisable in order to have the claims of the Trustee

including any claim for the reasonable compensation, 

expenses, disbursements, and advances of the Trustee, its

agents and counsel) and of the Bondholders allowed in such

judicial proceeding and

2. to collect and receive any money or other prop-

erty payable or deliverable on any such claims and to dis-

tribute the same; 

and any custodian, receiver, assignee, trustee, liquidator, sequestra-

tor or other similar official in any such judicial proceeding is

hereby authorized by each Bondholder to make such payments to the

Trustee, and in the event that the Trustee shall consent to the making

of such payments directly to the Bondholders, to pay to the Trustee

any amount due to it for the reasonable compensation, expenses, dis-
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bursements and advances of the Trustee, its agents and counsel and any

other amounts due the Trustee under Section 8. 06. 

B. Nothing herein contained shall be deemed to authorize

the Trustee to authorize or consent to or accept or adopt on behalf of

any Bondholder any plan of reorganization, arrangement, adjustment or

composition affecting the Bonds or the rights of any Holder thereof, 

or to authorize the Trustee to vote in respect of the claim of any

Bondholder in any such proceeding. 

SECTION 7. 05. Trustee May Enforce Claims Without Possession of

Bonds. 

All rights of action and claims under this Indenture or the

Bonds may be prosecuted and enforced by the Trustee without the

possession of any of the Bonds or the production thereof in any

proceeding relating thereto, and any such proceeding instituted by the

Trustee shall be brought in its own name as trustee of an express

trust.  Any recovery of judgment shall, after provision for the pay-

ment of the reasonable compensation, expenses, disbursements and

advances of the Trustee, its agents and counsel, be for the ratable

benefit of the Holders of the Bonds in respect of which such judgment

has been recovered. 

SECTION 7. 06. Unconditional Right of Bondholders to Receive Prin-

cipal, Premium and Interest. 

Notwithstanding any other provision in this Indenture, the

Holder of any Bond shall have the right which is absolute and

unconditional to receive, after payment of all amounts due to the

Trustee hereunder, payment of the principal of and ( subject to Section

7. 10) interest on any such Bond on the respective Stated Maturities

expressed in such Bond ( or, in the case of redemption, on the

Redemption Date), and to institute suit for the enforcement of any

such payment, and such rights shall not be impaired without the con-

sent of such Holder; provided, however, that no Bondholder shall be

entitled to take any action or institute any such suit to enforce the

payment of his Bonds, whether for principal, interest or premium, if

and to the extent that the taking of such action or the institution or

prosecution of any such suit or the entry of judgment therein would

under applicable law result in a surrender, impairment, waiver or loss

of the lien of this Indenture upon the Trust Estate, or any part

thereof, as security for Bonds held by any other Bondholder. 

SECTION 7. 07. Rights and Remedies Cumulative. 

No right or remedy herein conferred upon or reserved to the

Trustee or the Bondholders is intended to be exclusive of any other

right or remedy, and every right and remedy shall, to the extent

permitted by law, be cumulative and in addition to every other right

and remedy given hereunder or now or hereafter existing at law or in

equity or otherwise.  Except as otherwise provided herein with regard

to the rights or remedies of Bondholders, the assertion or employment
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of any right or remedy hereunder, or otherwise, shall not prevent the

concurrent assertion or employment of any other appropriate right or

remedy. 

SECTION 7. 08. Delay or Omission Not Waiver. 

No delay or omission of the Trustee or any Holder of any

Bond to exercise any right or remedy accruing upon a default under

this Article shall impair any such right or remedy or constitute a

waiver of any such default or an acquiescence therein.  Every right

and remedy given by this Article or by law to the Trustee or the

Bondholders may be exercised from time to time, and as often as may be

deemed expedient, by the Trustee or by the Bondholders, as the case

may be. 

SECTION 7. 09. Control by Bondholders. 

A. The Holders of a majority in aggregate principal

amount of the Outstanding Bonds affected thereby shall have the right

1. to require the Trustee to proceed to enforce this

Indenture, either by judicial proceedings for the enforce-

ment of the payment of the Bonds and the foreclosure of

this Indenture, the sale of the Trust Estate, or otherwise; 

and

2. to direct the time, method, and place of con-

ducting any proceeding for any remedy available to the

Trustee, or exercising any trust or power conferred upon

the Trustee hereunder, provided that

a. such direction shall not be in conflict

with any rule of law or this Indenture, 

b. the Trustee may take any other action

deemed proper by the Trustee which is not inconsistent

with such direction, 

c. the Trustee shall not determine that the

action so directed would be unjustly prejudicial to

the Holders not taking part in such direction and

d. if the remedy requires the consent of a

certain number of the Holders, such consent has been

provided. 

B. Before taking action pursuant to this Section, the

Trustee may require that a satisfactory indemnity bond be furnished to

it for the reimbursement of all expenses which it may incur and to

protect it against all liability by reason of any action so taken, 

except liability which is adjudicated to have resulted from its

negligence or willful misconduct.  The Trustee may take action without

that indemnity, and in that case, the Issuer shall reimburse the
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Trustee for all of the expenses of the Trustee pursuant to Section

8. 06. 

SECTION 7. 10. Waiver of Past Defaults. 

A. Before any judgment or decree for payment of money due

has been obtained by the Trustee as provided in this Article, the

Holders of not less than a majority in aggregate principal amount of

the Outstanding Bonds affected thereby may, by Act of such Bondholders

delivered to the Trustee and the Issuer, on behalf of the Holders of

all the Bonds waive any past default hereunder and its consequences, 

except a default in respect of a covenant or provision hereof which

under Article Twelve cannot be modified or amended without the consent

of the Holder of each Outstanding Bond affected. 

B. Upon any such waiver, such default shall cease to

exist for every purpose of this Indenture; but no such waiver shall

extend to any subsequent or other default or impair any right

consequent thereon. 

SECTION 7. 11. Undertaking for Costs. 

All parties to this Indenture agree, and each Holder of any

Bond by his acceptance thereof shall be deemed to have agreed, that

any court may in its discretion require, in any suit for the enforce-

ment of any right or remedy under this Indenture, or in any suit

against the Trustee for any action taken or omitted by it as Trustee, 

the filing by any party litigant in such suit of an undertaking to pay

the costs of such suit, and that such court may in its discretion

assess reasonable costs against any party litigant in such suit, 

having due regard to the merits and good faith of the claims or

defenses made by such party litigant; but the provisions of this

Section shall not apply to any suit instituted by or against the

Trustee, to any suit instituted by any Bondholder, or group of

Bondholders the Bonds affected thereby, holding in the aggregate more

than ten percent ( 10%) in principal amount of the Outstanding Bonds, 

or to any suit instituted by any Bondholder for the enforcement of the

payment of the principal of or interest on any Bond on or after the

Stated Maturity expressed in such Bond ( or, in the case of redemption, 

on or after the Redemption Date). 

SECTION 7. 12. Remedies Subject to Applicable Law. 

All rights, remedies, and powers provided by this Article

may be exercised only to the extent that the exercise thereof does not

violate any applicable provision of law in the premises, and all the

provisions of this Article are intended to be subject to all

applicable mandatory provisions of law which may be controlling in the

premises and to be limited to the extent necessary so that they will

not render this Indenture invalid, unenforceable, or not entitled to
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be recorded, registered or filed under the provisions of any applica-

ble law. 
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ARTICLE EIGHT

THE TRUSTEE

SECTION 8. 01. Certain Duties and Responsibilities. 

A. The Trustee undertakes to perform such duties and only

such duties as are specifically set forth in this Indenture, and no

implied covenants or obligations shall be read into this Indenture

against the Trustee.  If any event of default under this Indenture

shall have occurred and be continuing, the Trustee shall exercise such

of the rights and powers vested in it by this Indenture and shall use

the same degree of care as a prudent person would exercise or use in

the circumstances in the conduct of such prudent person' s own affairs.  

In the absence of bad faith on its part, the Trustee may conclusively

rely, as to the truth of the statements and the correctness of the

opinions expressed therein, upon certificates or opinions furnished to

the Trustee and conforming to the requirements of this Indenture; but

in the case of any such certificates or opinions which by any

provision hereof are specifically required to be furnished to the

Trustee, the Trustee shall be under a duty to examine the same to

determine whether or not they conform on their face to the

requirements of this Indenture. 

B. No provision of this Indenture shall be construed to

relieve the Trustee from liability for its own negligent action, its

own negligent failure to act, or its own willful misconduct, except

that

1. this Subsection shall not be construed to limit

the effect of Subsection A of this Section; 

2. the Trustee shall not be liable for any error of

judgment made in good faith by a Responsible Officer, 

unless it shall be proved that the Trustee was negligent; 

3. the Trustee shall not be liable with respect to

any action taken or omitted to be taken by it in good faith

in accordance with the direction of the Holders of a major-

ity in principal amount of the Outstanding Bonds or to the

time, method, and place of conducting any proceeding for

any remedy available to the Trustee, or exercising any

trust or power conferred upon the Trustee, under this

Indenture and

4. no provision of this Indenture shall require the

Trustee to expend or risk its own funds or otherwise incur

any financial liability in the performance of any of its

duties hereunder, or in the exercise of any of its rights

or powers, unless it is provided indemnity in connection

therewith as provided in Sections 7. 09( B) and 8. 02( E). 
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C. Whether or not therein expressly so provided, every

provision of this Indenture relating to the conduct or affecting the

liability of or affording protection to the Trustee shall be subject

to the provisions of this Section. 

SECTION 8. 02. Certain Rights of Trustee. 

Except as otherwise provided in Section 8. 01 hereof: 

A. the Trustee may rely and shall be protected in acting

or refraining from acting upon: 

1. any resolution, certificate, statement, instru-

ment, opinion, report, notice, request, direction, consent, 

order, bond, telex or other paper, document, or communica-

tion reasonably believed by it to be genuine and to have

been signed or presented by the proper Persons and

2. failure of the Trustee to receive any such paper, 

document, or communication, if prior receipt thereof is

required by this Indenture before the Trustee is to take or

refrain from taking any action; 

B. any request or direction of the Issuer mentioned

herein shall be sufficiently evidenced by an Issuer Request, and any

order or resolution of the Board may be sufficiently evidenced by a

Board Resolution; 

C. whenever in the administration of this Indenture the

Trustee shall deem it desirable that a matter be proved or established

prior to taking, suffering or omitting any action hereunder, the Trus-

tee ( unless other evidence be herein specifically prescribed) may, in

the absence of bad faith on its part, rely upon an Officers' Certifi-

cate or, for purposes of Section 10. 06, an appropriate certificate of

a consultant or firm of consultants of nationally recognized standing

in the field of accounting for Rebate selected by the Issuer; 

D. the Trustee may consult with legal counsel and the

written advice of such counsel shall be full and complete authoriza-

tion and protection in respect of any action taken, suffered, or omit-

ted by the Trustee hereunder in good faith and in reliance thereon; 

E. the Trustee shall be under no obligation to exercise

any of the rights or powers vested in it by this Indenture at the

request or direction of any of the Bondholders pursuant to this

Indenture, unless such Bondholders shall have offered to the Trustee

security or indemnity satisfactory to the Trustee against the costs, 

expenses, and liabilities which might be incurred by it in compliance

with such request or direction; 

F. the Trustee shall not be bound to make any investiga-

tion into the facts or matters stated in any resolution, certificate, 

statement, instrument, opinion, report, notice, request, direction, 
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consent, order, bond or other paper or document ( including particu-

larly, but not by way of limitation) Acts, Board Resolutions, Issuer

Requests and Officers' Certificates, but the Trustee, in its discre-

tion, may make such further inquiry or investigation into such facts

or matters as it may see fit, and, if the Trustee shall determine to

make such further inquiry or investigation, it shall be entitled to

examine the books, records and premises of the Issuer, personally or

by agent or attorney and

G. the Trustee may execute any of the trusts or powers

hereunder or perform any duties hereunder either directly or by or

through agents or attorneys, and the Trustee shall not be responsible

for any misconduct or negligence on the part of any agent or attorney

appointed, with due care by it hereunder. 

SECTION 8. 03. Not Responsible for Recitals or Application of Pro-

ceeds. 

The recitals contained herein and in the Bonds, except the

certificate of authentication on the Bonds, shall be taken as the

statements of the Issuer, and the Trustee assumes no responsibility

for their correctness.  The Trustee makes no representations as to the

value or condition of the Trust Estate or any part thereof, or as to

the title of the Issuer thereto or as to the security afforded thereby

or hereby, or as to the validity or genuineness of any securities at

any time pledged and deposited with the Trustee hereunder, or as to

the validity or sufficiency of this Indenture or of the Bonds.  The

Trustee shall not be accountable for the use or application by the

Issuer of the Bonds or the proceeds thereof. 

SECTION 8. 04. May Hold Bonds. 

The Trustee, any Paying Agent, the Bond Registrar and any

other agent appointed hereunder, in its individual or any other capac-

ity, may become the owner or pledgee of Bonds and may otherwise deal

with the Issuer with the same rights it would have if it were not

Trustee, Paying Agent, Bond Registrar or such other agent. 

SECTION 8. 05. Money Held in Trust. 

Money held by the Trustee hereunder need not be segregated

from other funds except to the extent required by law or the

provisions of this Indenture.  The Trustee shall be under no liability

for interest on any money received by it hereunder except as otherwise

agreed with the Issuer. 

SECTION 8. 06. Compensation and Reimbursement. 

A. The Issuer shall

1. pay to the Trustee from time to time reasonable

compensation for all services rendered by it hereunder

which compensation shall not be limited by any provision
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of law in regard to the compensation of a trustee of an

express trust) and

2. except as otherwise expressly provided herein, 

reimburse the Trustee upon its request for all reasonable

expenses, disbursements, and advances incurred or made by

the Trustee in accordance with any provisions of this

Indenture ( including the reasonable compensation and the

expenses and disbursements of its agents and counsel), 

except any such expense, disbursement or advance as may be

attributable to the Trustee' s negligence or bad faith. 

B. As security for the performance of the obligations of

the Issuer under this Section, the Trustee shall be secured under this

Indenture by a lien and for the payment of such compensation, 

expenses, reimbursements and indemnity the Trustee shall have the

right to use and apply any trust funds held by it hereunder after pay-

ment of other amounts due hereunder as provided by the terms hereof. 

SECTION 8. 07. Corporate Trustee Required; Eligibility. 

There shall at all times be a Trustee hereunder which shall

be a bank or trust company organized and doing business under the laws

of the United States or of any State, authorized under such laws to

exercise corporate trust powers, having a combined capital and surplus

of at least $50, 000, 000, and subject to supervision or examination by

federal or State authority.  If such corporation publishes reports of

condition at least annually, pursuant to law or to the requirements of

such supervising or examining authority, then for the purposes of this

Section the combined capital and surplus of such corporation shall be

deemed to be its combined capital and surplus as set forth in its most

recent report of condition so published.  If at any time the Trustee

shall cease to be eligible in accordance with the provisions of this

Section, it shall resign immediately in the manner and with the effect

hereinafter specified in this Article. 

SECTION 8. 08. Resignation and Removal; Appointment of Successor. 

A. No resignation or removal of the Trustee and no

appointment of a successor Trustee pursuant to this Article shall

become effective until the acceptance of appointment by the successor

Trustee under Section 8. 09. 

B. The Trustee may resign at any time by giving written

notice thereof to the Issuer.  If an instrument of acceptance by a

successor Trustee shall not have been delivered to the Trustee within

thirty ( 30) days after the giving of such notice of resignation, the

resigning Trustee may petition any court of competent jurisdiction for

the appointment of a successor Trustee. 

C. The Trustee may be removed immediately with cause or

with thirty ( 30) days' notice without cause, in either case after an
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Act of the Holders of a majority in principal amount of the

Outstanding Bonds, delivered to the Trustee and the Issuer. 

D. If at any time: 

1. the Trustee shall cease to be eligible under

Section 8. 07 and shall fail to resign after written request

therefor by the Issuer or any such Bondholder or

2. the Trustee shall become incapable of acting or

shall be adjudged insolvent or a receiver of the Trustee or

of its property shall be appointed or any public officer

shall take charge or control of the Trustee or of its

property or affairs for the purpose of rehabilitation, 

conservation, or liquidation, 

then, in either such case, ( a) the Issuer by Board Resolution may

remove the Trustee or ( b) any Bondholder who has been a bona fide

Holder of a Bond for at least six months may, on behalf of himself and

all others similarly situated, petition any court of competent

jurisdiction for the removal of the Trustee and the appointment of a

successor Trustee. 

E. If the Trustee shall resign, be removed or become

incapable of acting, the Issuer, by Board Resolution, shall promptly

appoint a successor Trustee.  In case all or substantially all of the

Trust Estate shall be in the possession of a receiver or trustee

lawfully appointed, such receiver or trustee, by written instrument, 

may similarly appoint a successor to fill such vacancy until a new

Trustee shall be so appointed by the Bondholders.  If, within one year

after such resignation, removal or incapability, or the occurrence of

such vacancy, a successor Trustee shall be appointed by Act of the

Holders of a majority in principal amount of the Outstanding Bonds and

delivered to the Issuer and the retiring Trustee, then the successor

Trustee so appointed shall, forthwith upon its acceptance of such

appointment, become the successor Trustee and supersede the successor

Trustee appointed by the Issuer or by such receiver or trustee.  If no

successor Trustee shall have been so appointed by the Issuer or the

Bondholders and accepted appointment in the manner hereinafter

provided, any Bondholder who has been a bona fide Holder of a Bond for

at least six months may, on behalf of himself and all others similarly

situated, petition any court of competent jurisdiction for the

appointment of a successor Trustee. 

F. The Issuer shall give notice of each resignation and

each removal of the Trustee and each appointment of a successor

Trustee to the Holders of the Bonds. Each notice shall include the

name of the successor Trustee and the address of its designated corpo-

rate trust office. 
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SECTION 8. 09. Acceptance of Appointment by Successor. 

A. Every successor Trustee appointed hereunder shall exe-

cute, acknowledge, and deliver to the Issuer and the retiring Trustee

an instrument accepting such appointment, and thereupon the resigna-

tion or removal of the retiring Trustee shall become effective and

such successor Trustee, without any further act, deed or conveyance, 

shall become vested with all the estates, properties, rights, powers, 

trusts and duties of the retiring Trustee; but, on request of the

Issuer or the successor Trustee, such retiring Trustee shall, upon

payment of its charges, execute and deliver an instrument conveying

and transferring to such successor Trustee upon the trusts herein

expressed all the estates, properties, rights, powers and trusts of

the retiring Trustee, and shall duly assign, transfer, and deliver to

such successor Trustee all property and money held by such retiring

Trustee hereunder, subject nevertheless to its lien, if any, provided

for in Section 8. 06.  Upon request of any such successor Trustee, the

Issuer shall execute any and all instruments for more fully and

certainly vesting in and confirming to such successor Trustee all such

estates, properties, rights, powers and trusts. 

B. No successor Trustee shall accept its appointment

unless at the time of such acceptance such successor Trustee shall be

qualified and eligible under this Article. 

SECTION 8. 10. Merger, Conversion, Consolidation or Succession to

Business. 

Any corporation into which the Trustee may be merged or

converted or with which it may be consolidated, or any corporation

resulting from any merger, conversion or consolidation to which the

Trustee shall be a party, or any corporation succeeding to all or sub-

stantially all of the municipal corporate trust business of the

Trustee, shall be the successor of the Trustee hereunder, provided

such corporation shall be otherwise qualified and eligible under this

Article, without the execution or filing of any paper or any further

act on the part of any of the parties hereto.  In case any Bonds shall

have been authenticated, but not delivered, by the Trustee then in

office, any successor by merger, conversion or consolidation to such

authenticating Trustee may adopt such authentication and deliver the

Bonds so authenticated with the same effect as if such successor

Trustee had itself authenticated such Bonds. 
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ARTICLE NINE

SUPPLEMENTAL INDENTURES; 

AMENDMENTS TO BOND RESOLUTION, 

SERIES 2016 STANDBY CONTRIBUTION AGREEMENT AND

SERIES 2016 DEPOSITORY AGREEMENT

SECTION 9. 01. Supplemental Indentures or Amendments to Bond Resolu-

tion, Series 2016 Standby Contribution Agreement and

Series 2016 Depository Agreement Without Consent of

Bondholders. 

Without the consent of the Holders of any Bonds, the

Issuer, when authorized by Board Resolution, and the Trustee may from

time to time enter into one or more indentures supplemental hereto in

form satisfactory to the Trustee, the Issuer may amend the Bond

Resolution or the Issuer, when authorized by Board Resolution, and the

Trustee may amend the Series 2016 Standby Contribution Agreement and

the Series 2016 Depository Agreement, as applicable, for any of the

following purposes: 

1. to correct or amplify the description of any

property at any time subject to the lien of this Indenture, 

or better to assure, convey and confirm unto the Trustee

any property subject or required to be subjected to the

lien of this Indenture, or to subject to the lien of this

Indenture additional property; or

2. to add to the conditions, limitations and

restrictions on the authorized amount, terms or purposes of

issue, authentication and delivery of Bonds, as herein set

forth, and additional conditions, limitations and restric-

tions thereafter to be observed; or

3. to evidence the succession of another entity to

the Issuer and the assumption by any such successor of the

covenants of the Issuer herein, in the Bond Resolution, in

the Series 2016 Standby Contribution Agreement, in the

Series 2016 Depository Agreement or in the Bonds contained; 

or

4. to add to the covenants of the Issuer for the

benefit of the Holders of all of the Bonds; or

5. to allow the replacement of the Letter of Credit

with an amount of cash equal to the face amount of the

Letter of Credit upon terms and conditions the Issuer

Representative, in his sole and absolute discretion, deems

appropriate, including requirements for opinions of counsel

on subjects he deems necessary; or

6. to cure any ambiguity, to correct or supplement

any provision herein, in the Series 2016 Standby Contribu-
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tion Agreement, in the Series 2016 Depository Agreement or

in the Bond Resolution which may be inconsistent with any

other provision herein in the Series 2016 Standby Contri-

bution Agreement, in the Series 2016 Depository Agreement

or in the Bond Resolution, or to make any other provisions, 

with respect to matters or questions arising under this

Indenture, the Series 2016 Standby Contribution Agreement, 

the Series 2016 Depository Agreement or the Bond Resolu-

tion, which shall not be inconsistent with the provisions

of this Indenture, the Series 2016 Standby Contribution

Agreement, the Series 2016 Depository Agreement or the Bond

Resolution, provided such action shall not adversely affect

the interests of the Holders of the Bonds. 

SECTION 9. 02. Supplemental Indentures or Amendments to the Bond

Resolution or Series 2016 Standby Contribution

Agreement or Series 2016 Depository Agreement With

Consent of Bondholders. 

A. With the consent of the Holders of not less than a

majority in aggregate principal amount of the Bonds affected by such

supplemental indenture or amendment to the Series 2016 Standby

Contribution Agreement, the Series 2016 Depository Agreement or the

Bond Resolution, by Act of such Holders delivered to the Issuer and

the Trustee, the Issuer, when authorized by Board Resolution, and the

Trustee may enter into an indenture or indentures supplemental hereto

or an amendment or amendments to the Series 2016 Standby Contribution

Agreement, the Series 2016 Depository Agreement or the Bond Resolu-

tion, for the purpose of adding any provisions to or changing in any

manner or eliminating any of the provisions of this Indenture, the

Series 2016 Standby Contribution Agreement, the Series 2016 Depository

Agreement or the Bond Resolution or of modifying in any manner the

rights of the Holders of the Bonds under this Indenture, the Series

2016 Standby Contribution Agreement, the Series 2016 Depository Agree-

ment or the Bond Resolution; provided, however, that no such supple-

mental indenture or amendment to the Series 2016 Standby Contribution

Agreement, the Series 2016 Depository Agreement or the Bond Resolution

shall, without the consent of the Holder of each Outstanding Bond

affected thereby

1. change the Stated Maturity of the principal of, 

or any installment of interest on, any Bond, or reduce the

principal amount of, or the interest on, any Bond, or

change the coin or currency in which, any Bond or the

interest on any Bond is payable, or impair the right to

institute suit for the enforcement of any such payment on

or after the Stated Maturity thereof ( or, in the case of

redemption, on or after the Redemption Date); or

2. reduce the percentage in principal amount of the

Outstanding Bonds the consent of the Holders of which is

required for any such supplemental indenture or amendment

to the Series 2016 Standby Contribution Agreement, the
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Series 2016 Depository Agreement and the Bond Resolution, 

or the consent of Holders of which is required for any

waiver provided for in this Indenture of compliance with

certain provisions of this Indenture or certain defaults

hereunder and their consequences; or

3. modify or alter the provisions of the proviso to

the definition of the term " Outstanding" or

4. modify any of the provisions of this Section, 

except to increase any percentage provided thereby or to

provide that certain other provisions of this Indenture

cannot be modified or waived without the consent of the

Holder of each Bond affected thereby. 

B. The Trustee may in its discretion determine whether or

not any Bonds would be affected by any supplemental indenture or

amendment to the Series 2016 Standby Contribution Agreement, the

Series 2016 Depository Agreement or the Bond Resolution and any such

determination shall be conclusive upon every Holder of Bonds, whether

theretofore or thereafter authenticated and delivered hereunder.  The

Trustee shall not be liable for any such determination made in good

faith. 

C. It shall not be necessary for any Act of Bondholders

under this Section to approve the particular form of any proposed

supplemental indenture or any such amendment to the Series 2016

Standby Contribution Agreement, the Series 2016 Depository Agreement

or the Bond Resolution, but it shall be sufficient if such Act shall

approve the substance thereof. 

SECTION 9. 03. Execution of Supplemental Indentures and Amendments to

Bond Resolution, Series 2016 Standby Contribution

Agreement Series 2016 Depository Agreement. 

In executing, or accepting the additional trusts created

by, any supplemental indenture or amendment to the Series 2016 Standby

Contribution Agreement, the Series 2016 Depository Agreement or the

Bond Resolution permitted by this Article or the modification thereby

of the trusts created by this Indenture, the Trustee shall be provided

with and, subject to Section 8. 01, shall be fully protected in relying

upon, an Opinion of Counsel stating that the execution of such

supplemental indenture or adoption or execution of such amendment is

authorized or permitted by this Indenture.  The Trustee may, but shall

not be obligated to, enter into any such supplemental indenture or

amendment to the Series 2016 Standby Contribution Agreement or the

Series 2016 Depository Agreement or be governed by any amended Bond

Resolution which affects the Trustee' s own rights, duties, or

immunities under this Indenture or otherwise. 
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SECTION 9. 04. Effect of Supplemental Indentures and Amendments to

Bond Resolution, Series 2016 Standby Contribution

Agreement or Series 2016 Depository Agreement. 

Upon the execution of any supplemental indenture under this

Article, this Indenture shall be modified in accordance therewith and

such supplemental indenture shall form a part of this Indenture for

all purposes, and upon the amendment of the Bond Resolution, the

Series 2016 Depository Agreement or the Series 2016 Standby Contribu-

tion Agreement under this Article, the Bond Resolution, the Series

2016 Depository Agreement or the Series 2016 Standby Contribution

Agreement, as applicable, shall be modified in accordance therewith, 

and such amendment shall form a part of the Bond Resolution, the

Series 2016 Depository Agreement or the Series 2016 Standby Contribu-

tion Agreement, as applicable, for all purposes, and every Holder of

Bonds theretofore or thereafter authenticated and delivered hereunder

shall be bound thereby. 

SECTION 9. 05. Reference in Bonds to Supplemental Indentures or

Amendments to Bond Resolution, Series 2016 Depository

Agreement and Series 2016 Standby Contribution Agree-

ment. 

Bonds authenticated and delivered after the execution of

any supplemental indenture or amendment to the Bond Resolution, the

Series 2016 Depository Agreement or the Series 2016 Standby

Contribution Agreement pursuant to this Article may bear a notation as

to any matter provided for in such supplemental indenture or amendment

to the Bond Resolution, the Series 2016 Depository Agreement or the

Series 2016 Standby Contribution Agreement.  If the Issuer shall so

determine, new Bonds so modified as to conform to any such

supplemental indenture or amendment to the Bond Resolution, the Series

2016 Depository Agreement or the Series 2016 Standby Contribution

Agreement may be prepared and executed by the Issuer and authenticated

and delivered by the Trustee in exchange for Outstanding Bonds. 
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ARTICLE TEN

COVENANTS

SECTION 10. 01. Pledge and Levy of Taxes. 

A. For each Fiscal Year while any Bond is Outstanding, 

the Board shall annually levy and cause an ad valorem property tax to

be collected, at the same time and in the same manner as other taxes

are levied and collected on all taxable property in the Issuer, to pay

Debt Service and to pay Parity Debt Service when due, and the Issuer

shall duly and punctually pay Debt Service in accordance with the

terms of this Indenture.  ( The Issuer and the Trustee acknowledge

that, subject to the limitations of the Refunding Act with respect to

the Bonds, and any general obligation bonds and, subject to the

limitations of the Refunding Act with respect to general obligation

refunding bonds, other general obligation refunding bonds of the

Issuer hereafter issued will be secured on a parity basis in the

collection and application of property tax revenues of the Issuer and

that such property taxes will be allocated to each series of general

obligation bonds and general obligation refunding bonds in accordance

with any Debt Service or Parity Debt Service then due and, in either

case, taking into account other funds held by the Issuer for such

payment.  Property tax revenues allocated for any series of bonds

shall be deposited into the applicable fund or account set aside for

such series.)  Notwithstanding the foregoing, the total aggregate of

taxes levied to pay principal and interest on the Bonds in the

aggregate shall not exceed the total aggregate principal and interest

to become due on the Bonds Being Refunded from the date of issuance of

the Bonds to the final date of maturity on the Bonds Being Refunded, 

and the owners of the Bonds shall rely upon the sufficiency of the

funds deposited as described in the form of the Bonds in Section 2. 02

for the payment of the Bonds Being Refunded.  The issuance of the

Bonds shall in no way infringe upon the rights of the owners of the

Bonds Being Refunded to rely upon a tax levy for the payment of

principal and interest on the Bonds Being Refunded if such redemption

funds prove insufficient. 

B. Amounts derived from the levy of the tax provided for

in this Section when collected constitute funds to pay Debt Service

and shall be kept separately from other funds of the Issuer, including

with respect to the pro-rata amount of such amounts applicable to the

Bonds, by being paid to the Trustee and deposited by the Trustee to

the accounts as described in Section 5. 02. 

C. The Board shall make annual statements and estimates

of the amount to be raised to pay Debt Service ( including the amounts

to be allocated as described in Sections 5. 02( A)( 1)( a)).  The Board

shall file the annual statements and estimates with the Clerk of the

Municipality and shall publish a notice of the filing of the estimate.  

The Board, on or before the date set by law for certifying the annual

budget of the Municipality, shall fix, levy and assess the amounts to

be raised by ad valorem taxes of the Issuer and shall cause certified
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copies of the order to be delivered to the Board of Supervisors of

Pima County, Arizona, to the Department of Revenue of the State and to

the Trustee.  All statutes relating to the levy and collection of

State and county taxes, including the collection of delinquent taxes

and sale of property for nonpayment of taxes, apply to the taxes

provided for by this Section. 

SECTION 10. 02. Maintenance of Agency. 

The Issuer shall maintain an agency where Bonds may be

presented or surrendered for payment, where Bonds entitled to be

registered, transferred, exchanged or converted may be presented or

surrendered for registration, transfer, exchange or conversion, and

where notices and demands to or upon the Issuer in respect of the

Bonds and this Indenture may be served.  The Trustee is hereby

appointed as Paying Agent for such purposes.  The Issuer shall give

prompt written notice to the Trustee of the location, and of any

change in the location, of any such agency.  If at any time the Issuer

shall fail to maintain such an agency or shall fail to furnish the

Trustee with the address thereof, such presentations, surrenders, 

notices, and demands may be made or served at the designated corporate

trust office of the Trustee, and the Issuer hereby appoints the Trus-

tee its agent to receive all such presentations, surrenders, notices, 

and demands. 

SECTION 10. 03. Money for Bond Payments to be Held in Trust; Repayment

of Unclaimed Money. 

A. The amounts which are segregated by the Trustee or

deposited with any other Paying Agent to pay the principal of or

interest on any Bonds becoming due on any due date shall be held in

trust for the benefit of the Holders of such Bonds.  Amounts so

segregated or deposited and held in trust shall not be a part of the

Trust Estate but shall constitute a separate trust fund for the

benefit of the Holders entitled to such principal or interest, as the

case may be.  Amounts held by the Trustee or any other paying Agent

for the payment of the principal of ( and premium, if any) or interest

on the Bonds need not be segregated from other funds, except to the

extent required by law. 

B. The Issuer shall cause each Paying Agent other than

the Trustee to execute and deliver to the Trustee an instrument in

which such Paying Agent shall agree with the Trustee, subject to the

provisions of this Section, that such Paying Agent shall

a) hold all amounts held by it for the payment of

principal of ( and premium, if any) or interest on the Bonds

for the benefit of the Holders of such Bonds until such

amounts shall be paid to the Holders or otherwise disposed

of as herein provided and
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b) at any time, upon the written request of the

Trustee, forthwith pay to the Trustee all amounts so held

in trust by such Paying Agent. 

C. The Issuer may at any time, for the purpose of

obtaining the satisfaction and discharge of this Indenture or for any

other purpose, by Issuer Request direct any Paying Agent to pay to the

Trustee all money held by such Paying Agent, such money to be held by

the Trustee upon the same trusts as those upon which such money was

held by such Paying Agent, and, upon such payment by any Paying Agent

to the Trustee, such Paying Agent shall be released from all further

liability with respect to such money. 

D. In the event any check for payment of interest on a

Bond is returned to any Paying Agent unendorsed or is not presented

for payment within two ( 2) years from its payment date or any Bond is

not presented for payment of principal at Maturity or Redemption Date, 

if funds sufficient to pay such interest or principal due upon such

Bond shall have been made available to such Paying Agent for the

benefit of the Holder thereof, it shall be the duty of such Paying

Agent to hold such funds or invest the same in Government Obligations, 

without liability for interest thereon, for the benefit of the Holder

of such Bond who shall thereafter be restricted exclusively to such

funds for any claim of whatever nature relating to such Bond or

amounts due thereunder.  Such obligation of the Paying Agent to hold

such funds shall continue for two ( 2) years and six ( 6) months follow-

ing the date on which such interest or principal payment became due, 

whether at Maturity or Stated Maturity, or at the Redemption Date, or

otherwise, at which time such Paying Agent shall surrender such

unclaimed funds so held to the Issuer, whereupon any claim of whatever

nature by the Holder of such Bond arising under such Bond shall be

made upon the Issuer. 

SECTION 10. 04. Further Assurances; Recording. 

A. The Issuer shall do, execute, acknowledge and deliver

all and every such further acts, conveyances, mortgages, financing

statements and assurances as shall be reasonably required for accom-

plishing the purposes of this Indenture. 

B. The Issuer shall cause this instrument and all supple-

mental indentures and other instruments of further assurance, includ-

ing all financing statements, to be promptly recorded, registered and

filed, and to be kept recorded, registered and filed, and, when neces-

sary, to re-record, re-register and re-file the same, all in such

manner and in such places as may be required by law, fully to preserve

and protect the rights of the Bondholders and the Trustee hereunder to

all property comprising the Trust Estate, and the Issuer shall execute

any financing statement, continuation statement or other document

required for such purposes.  The Issuer shall provide the Trustee with

copies of all such filings. 
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SECTION 10. 05. Covenants as to Arbitrage and Other Tax Matters. 

A. As more particularly provided in the Tax

Certificate, the Issuer shall not make or direct the making of any

investment or other use of the proceeds of any Bonds which would cause

such Bonds to be " arbitrage bonds" as that term is defined in Section

148 ( or any successor provision thereto) of the Code or " private

activity bonds" as that term is defined in Section 141 ( or any

successor provision thereto) of the Code, and the Issuer shall comply

with the requirements of the Code sections and related regulations

throughout the term of the Bonds.  Particularly, the Issuer shall be

the owner of the Facilities for federal income tax purposes.  Except

as otherwise advised in a Bond Counsel' s Opinion ( as such term is

defined in the next Section), the Issuer shall not enter into ( i) any

management or service contract with any entity other than a

governmental entity for the operation of any portion of the Facilities

unless the management or service contract complies with the

requirements of Revenue Procedure 97- 13 or such other authority as may

control at the time, or ( ii) any lease or other arrangement with any

entity other than a governmental entity that gives such entity special

legal entitlements with respect to any portion of the Facilities).  

Also, the payment of principal of and interest on the Bonds shall not

be guaranteed ( in whole or in part) by the United States or any agency

or instrumentality of the United States.  The proceeds of the Bonds, 

or amounts treated as proceeds of the Bonds, shall not be invested

directly or indirectly) in federally insured deposits or accounts, 

except to the extent such proceeds ( i) may be so invested for an

initial temporary period until needed for the purpose for which the

Bonds are being issued, ( ii) may be so used in making investments of a

bona fide debt service fund, or ( iii) may be invested in obligations

issued by the United States Treasury.  Further, the Issuer shall

comply with the procedures and covenants contained in any arbitrage

rebate provision or separate agreement executed in connection with the

issuance of the Bonds ( including as provided in Section 10. 06) for so

long as compliance is necessary in order to maintain the exclusion

from gross income for federal income tax purposes of interest on the

Bonds.  In consideration of the purchase and acceptance of the Bonds

by such holders from time to time and of retaining such exclusion and

as authorized by Title 35, Chapter 3, Article 7, Arizona Revised Stat-

utes, the Issuer covenants, and the appropriate officials of the

Issuer are hereby directed, to take all action required or to refrain

from taking any action prohibited by such Code which would adversely

affect in any respect such exclusion. 

B. 1. The Issuer shall not take any action or

fail to take any action with respect to the investment of the proceeds

of any Bonds or any other funds of the Issuer, including amounts

received from the investment of any of the foregoing, which, based

upon the facts, estimates, and circumstances known on the Closing

Date, would result in constituting the Bonds " arbitrage bonds" within

the meaning of the Code, and the Issuer shall not take any deliberate

action motivated by arbitrage which would have such result. 
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2. In the event the Issuer is of the opinion

that it is necessary to restrict or limit the yield on the investment

of any money paid to or held by the Trustee hereunder in order to

avoid classification of any Bonds as " arbitrage bonds" within the

meaning of the Code, the Issuer may issue to the Trustee a written

instrument to such effect ( along with appropriate written

instructions), in which event the Trustee shall take such action as is

necessary so to restrict or limit the yield on such investment in

accordance with such instrument and instructions, irrespective of

whether the Trustee shares such opinion.  The Trustee may conclusively

rely upon any such instructions and shall be responsible for no loss

resulting from investment of any money held hereunder in accordance

with such instructions. 

C. 1. The Issuer shall take all necessary and

desirable steps, as determined by the Board, to comply with the

requirements hereunder and under the Tax Certificate in order to

ensure that interest on the Bonds is excluded from gross income for

federal income tax purposes under the Code; provided, however, 

compliance with any such requirement shall not be required in the

event the Issuer receives a Bond Counsel' s Opinion ( as such term is

defined in the next section) that either ( i) compliance with such

requirement is not required to maintain the exclusion from gross

income of interest on the Bonds, or ( ii) compliance with some other

requirement will meet the requirements of the Code.  In the event the

Issuer receives such a Bond Counsel' s Opinion, this shall be

supplemental Indenture to conform to the requirements set forth in

such opinion. 

2. If for any reason any requirement hereunder

or under the Tax Certificate is not complied with, the Issuer shall

take all necessary and desirable steps, as determined by the Board, to

correct such noncompliance within a reasonable period of time after

such noncompliance is discovered or should have been discovered with

the exercise of reasonable diligence and the Issuer shall pay any

required interest or penalty under Regulations section 1. 148- 3( h) of

the Regulations ( as such term is defined in the next section). 

D. Written procedures have been established for the

Issuer to ensure that all nonqualified obligations are remediated

according to the requirements under the Code and related Regulations

and to monitor the requirements of section 148 of the Code relating to

arbitrage, with which the Issuer will comply. 

E. The Bonds are designated as " qualified tax-exempt

obligations" within the meaning of and pursuant to the provisions of

Section 265( b) of the Code as it is reasonably anticipated that the

amount of " qualified tax-exempt obligations" ( other than private

activity bonds within the meaning of the Code) which will be issued by

the Issuer during the 2016 calendar year will not exceed $ 10, 000, 000. 
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SECTION 10. 06. Specific Covenants as to Rebate. 

A. Within 60 days after the end of each Bond Year

unless an exception to the requirement to do so is applicable, the

Issuer shall cause the Rebate Requirement to be calculated and shall

pay to the United States of America: 

1) not later than 60 days after the end of the

fifth Bond Year and every fifth Bond Year thereafter, an

amount which, when added to the future value of all pre-

vious rebate payments with respect to the Bonds ( determined

as of such Computation Date), is equal to at least 90% of

the sum of the Rebate Requirement ( determined as of the

last day of such Bond Year) plus the future value of all

previous rebate payments with respect to the Bonds ( deter-

mined as of the last day of such Bond Year); and

2) not later than 60 days after the retirement

of the last Bond, an amount equal to 100% of the Rebate

Requirement ( determined as of the date of retirement of the

last Bond). 

Each payment required to be made under this Section shall be filed

with the Internal Revenue Service Center, Ogden, Utah 84201, on or

before the date such payment is due, and shall be accompanied by IRS

Form 8038- T. 

B. No Nonpurpose Investment shall be acquired for an

amount in excess of its fair market value.  No Nonpurpose Investment

shall be sold or otherwise disposed of for an amount less than its

fair market value. 

C. For purposes of Subsection ( B), whether a

Nonpurpose Investment has been purchased or sold or disposed of for

its fair market value shall be determined as follows: 

1. The fair market value of a Nonpurpose

Investment generally shall be the price at which a willing

buyer would purchase the Nonpurpose Investment from a

willing seller in a bona fide arm' s length transaction.  

Fair market value shall be determined on the date on which

a contract to purchase or sell the Nonpurpose Investment

becomes binding. 

2. Except as provided in Subsection ( D) or

E), a Nonpurpose Investment that is not of a type traded

on an established securities market, within the meaning of

Code section 1273, is rebuttably presumed to be acquired or

disposed of for a price that is not equal to its fair

market value. 

3. If a United States Treasury obligation is

acquired directly from or sold or disposed of directly to
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the United States Treasury, such acquisition or sale or

disposition shall be treated as establishing the fair

market value of the obligation. 

D. The purchase price of a certificate of deposit

that has a fixed interest rate, a fixed payment schedule and a

substantial penalty for early withdrawal is considered to be its fair

market value if the yield on the certificate of deposit is not less

than: 

1. the yield on reasonably comparable direct

obligations of the United States; and

2. the highest yield that is published or

posted by the provider to be currently available from the

provider on reasonably comparable certificates of deposit

offered to the public. 

E. A guaranteed investment contract shall be

considered acquired and disposed of for an amount equal to its fair

market value if: 

1. A bona fide solicitation in writing for a

specified guaranteed investment contract, including all

material terms, is timely forwarded to all potential

providers.  The solicitation must include a statement that

the submission of a bid is a representation that the

potential provider did not consult with any other potential

provider about its bid, that the bid was determined without

regard to any other formal or informal agreement that the

potential provider has with the Issuer or any other person

whether or not in connection with the Bonds), and that the

bid is not being submitted solely as a courtesy to the

Issuer or any other person for purposes of satisfying the

requirements in the Regulations that the Issuer receive

bids from at least one reasonably competitive provider and

at least three providers that do not have a material

financial interest in the Bonds. 

2. All potential providers have an equal

opportunity to bid, with no potential provider having the

opportunity to review other bids before providing a bid. 

3. At least three reasonably competitive

providers ( i.e. having an established industry reputation

as a competitive provider of the type of investments being

purchased) are solicited for bids.  At least three bids

must be received from providers that have no material

financial interest in the Bonds ( e. g., a lead underwriter

within 15 days of the issue date of the Bonds or a finan-

cial advisor with respect to the investment) and at least

one of such three bids must be from a reasonably competi-
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tive provider.  If the Issuer uses an agent to conduct the

bidding, the agent may not bid. 

4. The highest-yielding guaranteed investment

contract for which a qualifying bid is made ( determined net

of broker' s fees) is purchased. 

5. The determination of the terms of the

guaranteed investment contract takes into account as a

significant factor the reasonably expected deposit and

drawdown schedule for the amounts to be invested. 

6. The terms for the guaranteed investment

contract are commercially reasonable ( i.e. have a legiti-

mate business purpose other than to increase the purchase

price or reduce the yield of the guaranteed investment

contract). 

7. The provider of the investment contract

certifies the administrative costs ( as defined in Regula-

tions section 1. 148- 5(e)) that it pays ( or expects to pay) 

to third parties in connection with the guaranteed invest-

ment contract. 

8. The Issuer retains until three years after

the last outstanding Bond is retired, ( i) a copy of the

guaranteed investment contract, ( ii) a receipt or other

record of the amount actually paid for the guaranteed

investment contract, including any administrative costs

paid by the Issuer and a copy of the provider' s certifica-

tion described in ( 7) above, ( iii) the name of the person

and entity submitting each bid, the time and date of the

bid, and the bid results and ( iv) the bid solicitation form

and, if the terms of the guaranteed investment contract

deviates from the bid solicitation form or a submitted bid

is modified, a brief statement explaining the deviation and

stating the purpose of the deviation.  Such experts and

consultants shall be employed to make, as necessary, any

calculations in respect of rebates to be made to the United

States of America in accordance with Section 148( f) of the

Code with respect to the Bonds. 

F. The employment of such experts and consultants to

make, as necessary, any calculations in respect of rebates to be made

to the United States of America in accordance with Section 148( f) of

the Code, is hereby authorized. 
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ARTICLE ELEVEN

PROVISIONS RELATING TO

POLICY AND INSURER

SECTION 11. 01. Applicability of this Article. 

Notwithstanding anything herein to the contrary, the

provisions of this Article shall be applicable and shall supersede any

conflicting provisions herein so long as the Policy is in effect or

amounts are owed or owing to the Insurer and the Insurer is not in

default or contesting its obligations thereunder; provided that to the

extent the Insurer has made any payment of principal of or interest on

the Bonds it shall retain its rights of subrogation hereunder and

under the Policy. 

SECTION 11. 02. Reporting Requirements. 

A. All demands, notices and other information

required to be given to the Insurer under this Indenture shall be

addressed as follows:  Assured Guaranty Municipal Corp., 1633

Broadway, New York, New York 10019, Attention:  Managing Director - 

Surveillance, Re:  Policy No. 217939.  In each case in which notice or

other communication refers to an event of default, then a copy of such

notice or other communication shall also be sent to the attention of

the Deputy General Counsel – Public Finance and shall be marked to

indicate " URGENT MATERIAL ENCLOSED." 

B. The Issuer shall furnish, or cause to be

furnished to the Insurer: 

1. Annual audited financial statements of the

Issuer, if any, within 180 days after the end of the fiscal year

of the Issuer ( together with a certification of the Issuer that

the Issuer is not aware of any default or event of default

hereunder), and the annual budget of the Issuer within 30 days

after the approval thereof together with such other information, 

data or reports as the Insurer shall reasonably request from time

to time; 

2. Notice of any payment made pursuant to, 

default under, or termination of, either the Series 2016 Standby

Contribution Agreement or the Series 2016 Depository Agreement; 

3. Notice of any default known to the Trustee

or the Issuer within five Business Days after knowledge thereof; 

4. Prior notice of the advance refunding or

redemption of any of the Bonds, including the principal amount, 

maturities and CUSIP numbers thereof; 
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5. Notice of the resignation or removal of the

Trustee and the appointment of, and acceptance of duties by, any

successor thereto; 

6. Notice of the commencement of any

Insolvency Proceeding; 

7. Notice of the making of any claim in

connection with any Insolvency Proceeding seeking the avoidance

as a preferential transfer of any payment of principal or

interest with respect to the Bonds; 

8. A full original transcript of all

proceedings relating to the execution of any amendment, 

supplement or waiver to this Indenture; 

9. All information furnished pursuant to the

Continuing Disclosure Undertaking shall also be provided to the

Insurer, simultaneously with the furnishing of such information; 

10. All reports, notices and correspondence to

be delivered to the Holders under the terms of this Indenture; 

11. Notice of the failure of the Issuer to

provide notices, certificates and other information under this

Indenture; and

12. Such additional information as the Insurer

may reasonably request. 

C. The Insurer shall be permitted to discuss the

affairs, finances and accounts of the Issuer or any information the

Insurer may reasonably request regarding the security for the Bonds

with appropriate officers of the Issuer, and the Issuer shall use

commercially reasonable efforts to enable the Insurer to have access

to the facilities, books and records of the Issuer on any Business Day

upon reasonable prior notice. 

SECTION 11. 03. Amendments and Supplements. 

Any supplement or amendment provided hereby which

requires the consent of the Holders of the Bonds shall be subject to

the prior written consent of the Insurer. 

SECTION 11. 04. Insurer as Third Party Beneficiary. 

The Insurer is recognized as and shall be deemed to be

a third party beneficiary to this Indenture. 
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SECTION 11. 05. Control Rights. 

A. The Insurer shall be deemed to be the Holder of

all of the Bonds for purposes of exercising any voting right or

privilege or giving any consent or direction or taking any other

action that the Holders insured by it are entitled to take pursuant to

this Indenture pertaining to ( i) defaults and remedies and ( ii) the

duties and obligations of the Trustee.  In furtherance thereof and as

a term of this Indenture and each Bond, the Trustee and each Holder

appoint the Insurer as their agent and attorney- in-fact and agree that

the Insurer may at any time during the continuation of any Insolvency

Proceeding direct all matters relating to such Insolvency Proceeding, 

including, without limitation, ( i) all matters relating to any Claim, 

ii) the direction of any appeal of any order relating to any Claim, 

iii) the posting of any surety, supersedeas or performance bond

pending any such appeal, and ( iv) the right to vote to accept or

reject any plan of adjustment.  In addition, the Trustee and each

Holder delegate and assign to the Insurer, to the fullest extent

permitted by law, the rights of the Trustee and each Holder in the

conduct of any Insolvency Proceeding, including, without limitation, 

all rights of any party to an adversary proceeding or action with

respect to any court order issued in connection with any such

Insolvency Proceeding.  Remedies granted to the Holders shall

expressly include mandamus.  The rights granted to the Insurer under

this Indenture to request, consent to or direct any action are rights

granted to the Insurer in consideration of its issuance of the Policy.  

Any exercise by the Insurer of such rights is merely an exercise of

the Insurer' s contractual rights and shall not be construed or deemed

to be taken for the benefit, or on behalf, of the Holders, and such

action does not evidence any position of the Insurer, affirmative or

negative, as to whether the consent of the Holders or any other person

is required in addition to the consent of the Insurer.  In determining

whether any amendment, consent, waiver or other action to be taken, or

any failure to take action, under this Indenture would adversely

affect the security for the Bonds or the rights of the Holders, the

Trustee shall consider the effect of any such amendment, consent, 

waiver, action or inaction as if there was no Policy. 

B. The Issuer shall not enter into any interest rate

exchange agreement or other rate maintenance agreement secured by and

payable from the Trust Estate without the prior written consent of the

Insurer. 

C. No contract shall be entered into or any action

taken by which the rights of the Insurer or security for or sources of

payment of the Bonds may be impaired or prejudiced in any material

respect except upon obtaining the prior written consent of the

Insurer. 
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SECTION 11. 06. Payment Under the Policy. 

A. If, on the third ( 3rd) Business Day prior to the

related Payment Date there is not on deposit with the Trustee, after

making all transfers and deposits required under this Indenture, 

moneys sufficient to pay the principal and interest with respect to

the Bonds due on such Payment Date, the Trustee shall give notice to

the Insurer and to the Insurer' s Fiscal Agent by telephone or telecopy

of the amount of such deficiency by 12: 00 noon, New York County time, 

on such Business Day. If, on the second ( 2nd) Business Day prior to

the related Payment Date, there continues to be a deficiency in the

amount available to pay the principal and interest with respect to the

Bonds due on such Payment Date, the Trustee shall make a claim under

the Policy and give notice to the Insurer and the Insurer' s Fiscal

Agent ( if any) by telephone of the amount of such deficiency, and the

allocation of such deficiency between the amount required to pay

interest with respect to the Bonds and the amount required to pay

principal with respect to the Bonds, confirmed in writing to the

Insurer and the Insurer' s Fiscal Agent by 12: 00 noon, New York County

time, on such second ( 2nd) Business Day by filling in the form of

Notice of Claim and Certificate" delivered with the Insurance Policy. 

B. The Trustee shall designate any portion of

payment of principal with respect to the Bonds paid by the Insurer, 

whether by virtue of maturity or mandatory redemption, on its books as

a reduction in the principal amount of Bonds registered to the then

current Holder, whether DTC or its nominee or otherwise, and shall

issue a replacement Bond to the Insurer, registered in the name of

Assured Guaranty Municipal Corp., in a principal amount equal to the

amount of principal so paid ( without regard to authorized

denominations); provided that the Trustee' s failure to so designate

any payment or issue any replacement Bond shall have no effect on the

amount of principal or interest payable by the Issuer on any Bond or

the subrogation rights of the Insurer. 

C. The Insurer shall be entitled to pay principal or

interest on the Bonds that shall become Due for Payment but shall be

unpaid by reason of Nonpayment ( as such terms are also defined in the

Policy) and any amounts due on the Bonds as a result of acceleration

of the maturity thereof in accordance with this Indenture, whether or

not the Insurer has received a Notice of Nonpayment ( as defined in the

Policy) or a claim upon the Policy. 

D. The Insurer shall, to the extent it makes any

payment of principal or interest with respect to the Bonds, become

subrogated to the rights of the recipients of such payments in

accordance with the terms of the Policy.  Each obligation of the

Issuer to the Insurer under this Trust Agreement shall survive

discharge or termination of this Trust Agreement.  Bonds shall be

deemed Outstanding under this Indenture unless and until they are in

fact paid and retired or the above criteria are met.  Amounts paid by
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the Insurer under the Policy shall not be deemed paid for purposes of

this Indenture, and the Bonds relating to such payments shall remain

Outstanding and continue to be due and owing until paid in accordance

with this Indenture.  This Indenture shall not be discharged unless

all amounts due or to become due to the Insurer have been paid in full

or duly provided for. 

E. The Issuer will pay or reimburse the Insurer, to

the extent permitted by law, and solely from amounts legally available

for such purpose, any and all charges, fees, costs and expenses which

the Insurer reasonably and in connection with ( i) the administration, 

enforcement, defense or preservation of any rights or security in

respect of this Indenture, ( ii) the pursuit of any remedies under this

Indenture or otherwise afforded by law or equity, ( iii) any amendment, 

waiver or other action with respect to, or related to, this Indenture

whether or not executed or completed, or ( iv) any litigation or other

dispute in connection with this Indenture or the transactions

contemplated thereby, or other than costs resulting from the failure

of the Insurer to honor its obligations under the Insurance Policy.  

The Insurer reserves the right to charge a reasonable fee as a

condition to executing any amendment, waiver or consent proposed in

respect of this Indenture. 
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THIS SERIES 2016 STANDBY CONTRIBUTION AGREEMENT, dated as

of December 1, 2016 ( hereinafter referred to as this " Agreement"), by

and among Quail Creek Community Facilities District, a community

facilities district duly organized and validly existing pursuant to

the laws of the State of Arizona ( hereinafter together with its

successors referred to as the " Issuer"); U. S. Bank National

Association, a national banking association with trust powers having a

corporate trust office in the City of Phoenix, Maricopa County, 

Arizona, as trustee ( hereinafter together with its successors referred

to as the " Trustee"), and Robson Ranch Quail Creek, LLC, a limited

liability company duly organized and validly existing pursuant to the

laws of the State of Delaware ( hereinafter referred to as the

Owner"), 

W I T N E S S E T H: 

WHEREAS, pursuant to the Bond Resolution ( as such term and

all other initially capitalized, undefined terms used in these

recitals are defined in the hereinafter defined Series 2016 Inden-

ture), the Board has authorized, among other things, the sale and

issuance of the Series 2016 Bonds and, in order to provide terms for, 

to secure and to provide for authentication and delivery of the Series

2016 Bonds, has duly authorized the execution and delivery of a Series

2016 Indenture of Trust and Security Agreement, dated as of even date

herewith ( hereinafter referred to as the " Series 2016 Indenture"), 

from the Issuer to U. S. Bank National Association, as trustee; and

WHEREAS, in consideration for the issuance of the Series

2016 Bonds, and the actions taken and to be taken in the Development

Agreement and the Series 2016 Indenture, by the Issuer and as a condi-

tion precedent to the execution and delivery of this Agreement and the

issuance of the Series 2016 Bonds, the Owner shall be obligated to

contribute certain amounts for the benefit of the Issuer which shall, 

pursuant to, and for purposes of, the Enabling Act, be considered by

the Issuer in levying taxes to pay principal of and interest on the

Series 2016 Bonds when due; and

WHEREAS, the Issuer may enter into, and expend moneys

pursuant to, this Agreement for the public infrastructure purposes

provided for by this Agreement with respect to the Issuer; 

NOW, THEREFORE, in the joint and mutual exercise of their

powers, and in consideration of the above premises and of the mutual

covenants herein contained and for other valuable consideration, the

parties hereto recite and agree that: 
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ARTICLE ONE

DEFINITIONS AND OTHER PROVISIONS

OF GENERAL APPLICATION

SECTION 1. 01. Definitions. 

For all purposes of this Agreement, except as otherwise

expressly provided or unless the context otherwise requires: 

1. The terms defined hereinabove, hereinafter and in

the Series 2016 Indenture have the meanings assigned to

them hereinabove, hereinafter and in Article One of the

Series 2016 Indenture and include the plural as well as the

singular. 

2. All references in this instrument to designated

Articles," " Sections" and other subdivisions are to the

designated Articles, Sections and other subdivisions of

this instrument as originally executed. 

3. The words " herein," " hereof" and " hereunder" and

other words of similar import refer to this Agreement as a

whole and not to any particular Article, Section, or other

subdivision. 

SECTION 1. 02. Notices, etc. 

A. Unless otherwise specifically provided herein, any

request, demand, authorization, direction, notice, consent, waiver, 

payment or other document provided or permitted by this Agreement by

the Issuer, the Trustee or the Owner to be made upon, given or

furnished to, or filed with, 

1. the Issuer shall be sufficient for every purpose

hereunder if in writing and mailed, first-class postage

prepaid, to the Issuer addressed to the Issuer at c/ o Town

of Sahuarita, Arizona, Box 879, Sahuarita, Arizona 85629, 

Attention:  District Clerk, or at any other address previ-

ously furnished in writing to such Person by the Issuer, 

2. the Trustee shall be sufficient for every purpose

hereunder if made, given, furnished, or filed in writing to

or with the Trustee at its corporate trust office in

Phoenix, Arizona, or if in writing and mailed, first-class

postage prepaid, to the Trustee addressed to it at U. S. 

Bank National Association, 101 North First Avenue, Suite

1600, Phoenix, Arizona 85003, Attention: Global Corporate

Trust Services, or at any other address furnished in writ-

ing to such Person by the Trustee, or

3. The Owner shall be sufficient for every purpose

hereunder if in writing and mailed, first class mail post-
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age prepaid, to the Owner addressed to the Owner at c/ o

Robson Communities, 9532 East Riggs Road, Sun Lakes, 

Arizona 85248, Attention:  Steven M. Soriano, or at any

other address previously furnished in writing to such

Person by the Owner, with a copy to Peter Gerstman at the

same address. 

B. Where this Agreement provides for notice in any

manner, such notice may be waived in writing by the Person entitled to

receive such notice, either before or after the event, and such waiver

shall be the equivalent of such notice. 

SECTION 1. 03. Effect of Headings and Table of Contents. 

The Article and Section headings herein and in the Table of

Contents are for convenience only and shall not affect the

construction hereof. 

SECTION 1. 04. Successors and Assigns. 

All covenants and agreements in this Agreement by the

Issuer, the Trustee and the Owner shall bind their successors and

assigns, whether so expressed or not. 

SECTION 1. 05. Severability Clause. 

In case any provision in this Agreement or any application

thereof shall be invalid, illegal or unenforceable, the validity, 

legality and enforceability of the remaining provisions and applica-

tions shall not in any way be affected or impaired thereby. 

SECTION 1. 06. Benefits of Agreement. 

Nothing in this Agreement, express or implied, shall give

to any Person, other than the parties hereto and their successors

hereunder, any benefit or any legal or equitable right, remedy or

claim pursuant to this Agreement. 

SECTION 1. 07. Governing Law. 

This Agreement shall be construed in accordance with and

governed by the laws of the State and the federal laws of the United

States of America. 

SECTION 1. 08. Incorporation of State Statutes. 

A) The Issuer may, within three ( 3) years after its

execution, cancel this Agreement, without penalty(s) or further

obligation, if any person significantly involved in initiating, 

negotiating, securing, drafting or creating this Agreement on behalf

of the Issuer is, at any time while this Agreement is in effect, an

employee or agent of either of the Trustee or the Owner in any

capacity or a consultant to either of the Trustee or the Owner with
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respect to the subject matter of this Agreement and may recoup any fee

or commission paid or due any person significantly involved in

initiating, negotiating, securing, drafting or creating this Agreement

on behalf of the Issuer from either of the Trustee or the Owner

arising as the result of this Agreement.  Neither the Trustee or the

Owner has taken nor shall take any action which could cause any person

described in the preceding sentence to be or become an employee or

agent of either of the Trustee or the Owner in any capacity or a

consultant to any of the Trustee or the Owner with respect to the

subject matter of this Agreement. 

B) To the extent applicable under Section 41- 4401, 

Arizona Revised Statutes, the Trustee and the Owner shall comply with

all federal immigration laws and regulations that relate to its

employees and its compliance with the " e-verify" requirements under

Section 23- 214( A), Arizona Revised Statutes.  The breach by any of the

Trustee or the Owner of the foregoing shall be deemed a material

breach of this Agreement and may result in the termination of the

services of the Trustee or the Owner, as applicable.  The Issuer

retains the legal right to randomly inspect the papers and records of

the Trustee and the Owner to ensure that the Trustee and the Owner are

complying with the above- mentioned warranty.  The Trustee and the

Owner shall keep such papers and records open for random inspection

during normal business hours by the Issuer.  The Trustee and the Owner

shall cooperate with the random inspections by the Issuer including

granting the Issuer entry rights onto its property to perform such

random inspections and waiving its respective rights to keep such

papers and records confidential. 

C) Pursuant to Section 35- 393 et seq., Arizona Revised

Statutes, the Trustee and the Owner hereby severally, and not jointly, 

certify that it is not currently engaged in, and for the duration of

this Agreement shall not engage in, a boycott of Israel.  The term

boycott" has the meaning set forth in Section 35- 393, Arizona Revised

Statutes.  If the Issuer determines that either' s certification above

is false or that either has breached such agreement, the Issuer may

impose remedies as provided by law. 

SECTION 1. 09. Further Assurances. 

A. The Issuer, the Trustee and the Owner shall do, exe-

cute, acknowledge, and deliver all and every such further acts, 

conveyances and assurances as shall be reasonably required for

accomplishing the purposes of this Agreement. 

B. The Owner shall cause this instrument and any instru-

ments of further assurance, including financing statements, if any, to

be promptly registered and filed, and to be kept registered and filed, 

and, when necessary, to re-register, and re-file the same, all in such

manner and in such places as may be required by law, fully to preserve

and protect the rights of the Issuer hereunder, and the Owner shall

execute any financing statement, continuation statement or other docu-
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ment required for such purposes.  The Owner shall provide the Trustee

with copies of all such filings. 

SECTION 1. 10. Amendments. 

Pursuant to the provisions established in the Series 2016

Indenture, this Agreement may be amended by an instrument in writing

executed and delivered by each of the Issuer, the Trustee and the

Owner. 

SECTION 1. 11. Business Days. 

For purposes of this Agreement, if any date for any

certification, payment, submission or determination is not a Business

Day, the applicable certification, payment, submission or determina-

tion shall be made or done on the next succeeding day which is a

Business Day. 

SECTION 1. 12. Termination. 

Subject to the last sentence of this Section, this

Agreement shall terminate upon the earlier of ( A) the payment or the

provision for the payment in full of all of the outstanding Series

2016 Bonds or ( B) receipt by the Issuer Representative of evidence

satisfactory to the Issuer Representative that, for any consecutive

three ( 3) Fiscal Years ( the first of which shall be no sooner than the

first Fiscal Year after the Series 2016 Depository Agreement has been

terminated), a tax rate of $3. 00 per $100 of limited assessed property

valuation of property within the boundaries of the Issuer owned by

other than the Owner, or any entity owned or controlled ( as such term

is used in the federal Securities Act of 1993, as amended) by, or

which owns or controls, any of them, for each such Fiscal Year would

have been sufficient to pay Maximum Annual Debt Service for any

subsequent Fiscal Year plus the historical, annual, average of amounts

necessary for payment of amounts described in Section 9. 1 of the

Development Agreement as of such Fiscal Year.  Such evidence shall

consist of a written projection, prepared by the Issuer Representative

upon a written request of the Owner, that is based upon the

application of such secondary tax rate in light of the actual net

limited assessed valuation of the property within the boundaries of

the Issuer for each such Fiscal Year, assuming a delinquency factor

equal to the greater of five percent ( 5%) and the historic, average, 

annual percentage delinquency factor for the Issuer as of such Fiscal

Year and no credit for any fund balances or investment income accruing

during such Fiscal Year.  After receipt of proof of satisfaction of

such condition, the Board shall approve in writing such termination, 

such approval not to be withheld unreasonably, and notice thereof

shall be provided to the Trustee. 

SECTION 1. 13. Beneficiaries. 

This Agreement is entered into by the Owner with the Trus-

tee and the Issuer for the benefit of the Issuer, the Trustee and the
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Holders, from time to time, of the Series 2016 Bonds, all of whom

shall be entitled to enforce performance and observance of this Agree-

ment to the same extent provided for the enforcement of remedies pur-

suant to the Series 2016 Indenture. 

SECTION 1. 14. Integration. 

This Agreement, when executed and delivered by the parties

hereto, shall constitute the entire agreement among them with respect

to the matters provided herein and supersedes all prior agreements and

understandings, both written and oral, among the parties with respect

to the subject matter hereof. 
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ARTICLE TWO

PAYMENTS; RELATED MATTERS

SECTION 2. 01. Payments. 

A. [ Reserved to Preserve Section Numbering] 

B. 1. On September 1 of each Fiscal Year commencing the

Fiscal Year ending in 2017, the Issuer shall certify to the Trustee

the amount of property taxes which would be produced based upon

a) the current limited assessed property valuation of taxable

property within the boundaries of the Issuer and ( b) a tax rate of

3. 00 per $ 100 ( or such lower rate as may be permitted as hereinafter

provided) of limited assessed property valuation ( assuming a five

percent ( 5%) delinquency factor) ( the " Tax Year Tax Amount"). 

2. On September 15 of each Fiscal Year commencing

the Fiscal Year ending in 2017, the Trustee shall determine ( a) Debt

Service ( without regard to any optional redemption) due on the next

succeeding January 15 plus Debt Service due on the next succeeding

July 15 ( the " Total Debt Service"), ( b) the amount in the Series 2016

Tax Account available to pay Debt Service ( collectively the " September

Available Moneys"), and ( c) the difference, if any, between ( x) one-

half ( 1/ 2) of the Total Debt Service and ( y) the sum of ( A) the

September Available Moneys and ( B) one- half ( 1/ 2) of the Tax Year Tax

Amount ( such difference being the " October Payment"). 

3. On March 11 of each Fiscal Year commencing the

Fiscal Year ending in 2017, the Trustee shall determine ( a) the amount

in the Series 2017 Tax Account available to pay Debt Service

collectively the " March Available Moneys"), and ( b) the difference, 

if any, between ( x) one- half ( 1/ 2) of the Total Debt Service and

y) the sum of ( A) the March Available Moneys and ( B) one- half ( 1/ 2) 

of the Tax Year Tax Amount ( such difference being the " April Pay-

ment"). 

4. On September 15 of each Fiscal Year commencing

the Fiscal Year ending in 2017 and March 11 of each Fiscal Year

commencing the Fiscal Year ending in 2018, the Trustee shall submit a

written request to the Owner for, and on October 12 and April 11, 

respectively, the Owner shall be obligated to pay and shall pay to the

Trustee, the October Payment and the April Payment, respectively. 

C. 1. On December 15 of each Fiscal Year commencing the

Fiscal Year ending in 2016, the Trustee shall determine the difference

between the amount in the Series 2016 Tax Account on such date and the

amount necessary to pay Debt Service ( without regard to any optional

redemption) on the next succeeding January 15 ( such difference being

the " December Payment"). 

2. On June 15 of each Fiscal Year commencing the

Fiscal Year ending in 2017, the Trustee shall determine the difference
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between the amount in the Series 2016 Tax Account on such date and the

amount necessary to pay Debt Service on the next succeeding July 15

such difference being the " June Payment"). 

3. On December 21 and June 20 of each Fiscal Year

commencing the Fiscal Year ending 2017, the Trustee shall submit a

written request to the Owner for, and on the next succeeding December

31 and June 30, respectively, the Owner shall be obligated to pay and

shall pay to the Trustee, the December Payment and the June Payment, 

respectively. 

D. The Owner shall be liable and obligated pursuant to

Sections 2. 01( B)( 4) and ( C)( 3) only if the Issuer has with respect to

any Interest Payment Date occurring on January 15 levied for Debt

Service for that Fiscal Year a tax rate pursuant to Section 10. 01( A) 

of the Series 2016 Indenture of at least $ 3. 00 per $ 100 of limited

assessed property valuation and with respect to any Interest Payment

Date occurring on July 15 levied such tax rate for the immediately

preceding Fiscal Year; provided, however that the tax rate in any such

Fiscal Year for such purpose may be less than $ 3. 00 if the Board

expected that such lower rate would produce secondary ad valorem tax

revenues sufficient to pay in full Debt Service and the Series 2016

Depository Agreement has been, or is in the process of being, termin-

ated pursuant to its terms. 

E. All payments by the Owner pursuant to the preceding

subsections of this Section shall be paid to the Trustee or the

Issuer, as the case may be, in immediately available funds composed of

lawful money of the United States of America. 

SECTION 2. 02. Nature of the Owner' s Obligations. 

The obligations of the Owner pursuant to this Agreement

shall be absolute and unconditional ( except as set forth in Section

2. 01 hereof) and shall remain in full force and effect until this

Agreement is terminated.  Such obligations shall not be affected, 

modified or impaired upon the happening from time to time of any

event, including, without limitation, any of the following, whether or

not with notice to, or the consent of the Owner: 

A. the compromise, settlement, release or termination of

any or all of the obligations, covenants or agreements of the Issuer

or the Owner pursuant to the Series 2016 Indenture, the Series 2016

Depository Agreement or the Development Agreement; or

B. the failure to give notice to the Owner of the occur-

rence of an event of default pursuant to the terms and provisions of

the Series 2016 Indenture, the Series 2016 Depository Agreement, the

Development Agreement or this Agreement; or

C. the waiver of the payment, performance or observance

by the Issuer or the Owner of any of the obligations, covenants or

agreements of any of them contained in the Series 2016 Indenture, the
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Series 2016 Depository Agreement, the Development Agreement or this

Agreement; or

D. the extension of the time for payment of any principal

of or premium, if any, or interest on any Series 2016 Bond or the

extension or renewal of the time for performance of any other obliga-

tions, covenants or agreements pursuant to or arising out of the

Series 2016 Indenture, the Series 2016 Depository Agreement, the

Development Agreement or this Agreement; or

E. the modification or amendment ( whether material or

otherwise) of any obligation, covenant or agreement set forth in the

Series 2016 Indenture, the Series 2016 Depository Agreement, the

Development Agreement or this Agreement; or

F. the taking or the omission of any of the actions

referred to in the Series 2016 Indenture, the Series 2016 Depository

Agreement, the Development Agreement or this Agreement ( other than as

set forth in Section 2. 01 hereof); or

G. any failure, omission, delay or lack on the part of

the Issuer, the Trustee or the Owner to enforce, assert or exercise

any right, power or remedy conferred on the Issuer or the Trustee in

the Series 2016 Indenture, the Series 2016 Depository Agreement, the

Development Agreement or this Agreement ( except as set forth in

Section 2. 01 hereof), or any other act or acts on the part of the

Issuer, the Trustee or any of the owners from time to time of the

Series 2016 Bonds; or

H. the voluntary or involuntary liquidation, dissolution, 

sale or other disposition of all or substantially all the assets, 

marshaling of assets and liabilities, receivership, insolvency, bank-

ruptcy, assignment for the benefit of creditors, reorganization, 

arrangement, composition with creditors or re-adjustment of, or other

similar proceedings affecting the Issuer or the Owner or any of the

assets of any of them or any allegation or contest of the validity of

the Series 2016 Indenture, the Series 2016 Depository Agreement, the

Development Agreement or this Agreement in any such proceeding; or

I. the release or discharge of the Issuer or the Owner

from the performance or observance of any obligations, covenant or

agreement contained in the Series 2016 Indenture, the Series 2016

Depository Agreement, the Development Agreement or this Agreement by

operation of law; or

J. the default or failure of the Owner fully to perform

any of its obligations set forth in the Series 2016 Depository

Agreement, the Development Agreement or this Agreement; or

K. the invalidity of the Series 2016 Indenture, the

Series 2016 Depository Agreement, Development Agreement, this Agree-

ment or the Series 2016 Bonds. 



10

SECTION 2. 03. No Set-Off. 

Except as otherwise provided herein, no monetary set-off, 

reduction or diminution of any obligation or any defense of any kind

or nature which the Owner has or may have against the Issuer or the

Trustee or which the Issuer may have against the Trustee shall be

available hereunder to the Owner against the Trustee. 

SECTION 2. 04. Remedies. 

Upon the occurrence of any failure to pay amounts due

hereunder, the Trustee shall proceed directly against the Owner pursu-

ant to this Agreement without proceeding against or exhausting any

other remedies which it may have against the Issuer or any other per-

son, firm or corporation and without resorting to any other security

held by the Issuer or the Trustee for the amounts so due.  Before tak-

ing any action hereunder, the Trustee may require that a satisfactory

indemnity bond be furnished for the reimbursement of all expenses and

to protect against all liability, except liability which is adjudi-

cated to have resulted from its negligence or willful default by

reason of any action so taken. 

SECTION 2. 05. Waiver of Notice; Payment of Expenses. 

The Owner hereby expressly waives notice from the Trustee

or the owners from time to time of any of the Series 2016 Bonds of

their acceptance and reliance on this Agreement.  The Owner shall be

liable and obligated to pay and shall pay all costs, expenses and

fees, including all reasonable attorneys' fees, which may be incurred

by the Trustee in enforcing or attempting to enforce this Agreement

following any default on the part of the Owner hereunder, whether the

same shall be enforce by suit or otherwise. 
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ARTICLE THREE

THE TRUSTEE

SECTION 3. 01. Certain Duties and Responsibilities. 

A. The Trustee undertakes to perform such duties and only

such duties as are specifically set forth in this Agreement, and no

implied covenants or obligations shall be read into this Agreement

against the Trustee.  In the absence of bad faith on its part, the

Trustee may conclusively rely, as to the truth of the statements and

the correctness of the opinions expressed therein, upon certificates

or opinions furnished to the Trustee and conforming to the require-

ments of this Agreement; but in the case of any such certificates or

opinions which by any provision hereof are specifically required to be

furnished to the Trustee, the Trustee shall be pursuant to a duty to

examine the same to determine whether or not they conform on their

face to the requirements of this Agreement. 

B. No provision of this Agreement shall be construed to

relieve the Trustee from liability for its own negligent action, its

own negligent failure to act, or its own willful misconduct, except

that

1. this Subsection shall not be construed to limit

the effect of Subsection A of this Section; 

2. the Trustee shall not be liable for any error of

judgment made in good faith by a Responsible Officer, 

unless it shall be proved that the Trustee was negligent

and

3. no provision of this Agreement shall require the

Trustee to expend or risk its own funds or otherwise incur

any financial liability in the performance of any of its

duties hereunder, or in the exercise of any of its rights

or powers, unless it is provided indemnity in connection

therewith as provided in Sections 2. 04 and 3. 04A( 3). 

C. Whether or not therein expressly so provided, every

provision of this Agreement relating to the conduct, affecting the

liability of or affording protection to the Trustee shall be subject

to the provisions of this Section. 

SECTION 3. 02. Certain Rights of Trustee. 

Except as otherwise provided in Section 3. 01 hereof the

Trustee may rely and shall be protected in acting or refraining from

acting upon: 

A. any resolution, certificate, statement, instrument, 

opinion, report, notice, request, direction, consent, order, bond, 

telex or other paper, document or communication reasonably believed by
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it to be genuine and to have been signed or presented by the proper

Persons; 

B. failure of the Trustee to receive any such paper, 

document, or communication, if prior receipt thereof is required by

this Agreement before the Trustee is to take or refrain from taking

any action; 

C. any request or direction of the Issuer mentioned

herein shall be sufficiently evidenced by an Issuer Request, and any

order or resolution of the Board may be sufficiently evidenced by a

Board Resolution; 

D. whenever in the administration of this Agreement the

Trustee shall deem it desirable that a matter be proved or established

prior to taking, suffering or omitting any action hereunder, the

Trustee ( unless other evidence be herein specifically prescribed) may, 

in the absence of bad faith on its part, rely upon an Officers' 

Certificate; 

E. the Trustee may consult with legal counsel and the

written advice of such counsel shall be full and complete authoriza-

tion and protection in respect of any action taken, suffered or

omitted by the Trustee hereunder in good faith and in reliance

thereon; 

F. the Trustee shall not be bound to make any investi-

gation into the facts or matters stated in any resolution, certifi-

cate, statement, instrument, opinion, report, notice, request, direc-

tion, consent, order, bond or other paper or document, but the Trus-

tee, in its discretion, may make such further inquiry or investigation

into such facts or matters as it may see fit, and, if the Trustee

shall determine to make such further inquiry or investigation, it

shall be entitled to examine the books, records, and premises of the

Issuer, personally or by agent or attorney and

G. the Trustee may perform any duties hereunder either

directly or by or through agents or attorneys, and the Trustee shall

not be responsible for any misconduct or negligence on the part of any

agent or attorney appointed, with due care by it hereunder. 

SECTION 3. 03. Not Responsible for Recitals or Application of

Proceeds. 

The recitals contained herein shall be taken as the

statements of the other parties hereto, and the Trustee assumes no

responsibility for their correctness.  The Trustee makes no represen-

tations as to the amounts held hereunder or as to the security

afforded thereby or hereby, or as to the validity or genuineness of

any securities at any time pledged and deposited with the Trustee

hereunder, or as to the validity or sufficiency of this Agreement. 
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SECTION 3. 04. Compensation and Reimbursement. 

A. The Issuer shall

1. pay to the Trustee from time to time reasonable

compensation for all services rendered by it hereunder

which compensation shall not be limited by any provision

of law in regard to the compensation of a trustee of an

express trust); 

2. except as otherwise expressly provided herein, 

reimburse the Trustee upon its request for all reasonable

expenses, disbursements and advances incurred or made by

the Trustee in accordance with any provisions of this

Agreement ( including the reasonable compensation and the

expenses and disbursements of its agents and counsel), 

except any such expense, disbursement or advance as may be

attributable to the Trustee' s negligence or bad faith and

3. indemnify, to the extent permitted by applicable

law, the Trustee for, and to hold it harmless against, any

loss, liability, or expense incurred without negligence or

bad faith on its part, or breach of its obligations

hereunder, arising out of or in connection with the

acceptance or administration of this Agreement, including

the costs and expenses of defending itself against any

claim or liability in connection with the exercise or

performance of any of its powers or duties hereunder. 

B. The Trustee shall not have the right to set off

against or to appropriate or apply any of the amount deposited pursu-

ant to Section 2. 01 or any of the investment income therefrom to any

unpaid obligation of the Issuer to the Trustee hereunder or as a

result of any other matter between the Issuer and the Trustee. 

SECTION 3. 05. Corporate Trustee Required; Eligibility. 

There shall at all times be a Trustee hereunder which shall

be a bank or trust company organized and doing business pursuant to

the laws of the United States or of any State, authorized under such

laws to exercise corporate trust powers, having a combined capital and

surplus of at least $50, 000, 000, subject to supervision or examination

by federal or State authority, and having a corporate trust office in

the City of Phoenix, Arizona.  If such corporation publishes reports

of condition at least annually, pursuant to law or to the requirements

of such supervising or examining authority, then for the purposes of

this Section the combined capital and surplus of such corporation

shall be deemed to be its combined capital and surplus as set forth in

its most recent report of condition so published.  If at any time the

Trustee shall cease to be eligible in accordance with the provisions

of this Section, it shall resign immediately in the manner and with

the effect hereinafter specified in this Article. 
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SECTION 3. 06. Resignation and Removal; Appointment of Successor. 

A. No resignation or removal of the Trustee and no

appointment of a successor Trustee pursuant to this Article shall

become effective until the acceptance of appointment by the successor

Trustee pursuant to Section 3. 07. 

B. The Trustee may resign at any time by giving written

notice thereof to the Issuer.  If an instrument of acceptance by a

successor Trustee shall not have been delivered to the Trustee within

thirty ( 30) days after the giving of such notice of resignation, the

resigning Trustee may petition any court of competent jurisdiction for

the appointment of a successor Trustee. 

C. If at any time: 

1. the Trustee shall cease to be eligible pursuant

to Section 3. 05 and shall fail to resign after written

request therefor by the Issuer or

2. the Trustee shall become incapable of acting or

shall be adjudged insolvent or a receiver of the Trustee or

of its property shall be appointed or any public officer

shall take charge or control of the Trustee or of its prop-

erty or affairs for the purpose of rehabilitation, conser-

vation, or liquidation, 

then, in any such case, the Issuer by Board Resolution may remove the

Trustee. 

D. If the Trustee shall resign, be removed, or become

incapable of acting, or if a vacancy shall occur in the office of

Trustee for any cause, the Issuer by Board Resolution, shall promptly

appoint a successor Trustee.  In case all or substantially all of the

amounts held hereunder shall be in the possession of a receiver or

trustee lawfully appointed, such receiver or trustee, by written

instrument, may similarly appoint a successor to fill such vacancy

until a new Trustee shall be so appointed.  If, within one year after

such resignation, removal, or incapability, or the occurrence of such

vacancy, a successor Trustee shall be so appointed, then the successor

Trustee so appointed shall, forthwith upon its acceptance of such

appointment, become the successor Trustee and supersede the successor

Trustee appointed by the Issuer or by such receiver or trustee.  If no

successor Trustee shall have been so appointed and accepted appoint-

ment in the manner hereinafter provided, either the Issuer or the

Owner may petition any court of competent jurisdiction for the

appointment of a successor Trustee. 

SECTION 3. 07. Acceptance of Appointment by Successor. 

A. Every successor Trustee appointed hereunder shall

execute, acknowledge, and deliver to the Issuer and the retiring

Trustee an instrument accepting such appointment, and thereupon the
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resignation or removal of the retiring Trustee shall become effective

and such successor Trustee, without any further act, deed, or convey-

ance, shall become vested with all the estates, properties, rights, 

powers, trusts and duties of the retiring Trustee; but, on request of

the Issuer or the successor Trustee, such retiring Trustee shall, upon

payment of its charges, execute and deliver an instrument conveying

and transferring to such successor Trustee upon the trusts herein

expressed all the estates, properties, rights, powers and trusts of

the retiring Trustee, and shall duly assign, transfer and deliver to

such successor Trustee all property and money held by such retiring

Trustee hereunder, subject nevertheless to its lien, if any, provided

for in Section 3. 04.  Upon request of any such successor Trustee, the

Issuer and the Owner shall execute any and all instruments for more

fully and certainly vesting in and confirming to such successor Trus-

tee all such estates, properties, rights, powers and trusts. 

B. No successor Trustee shall accept its appointment

unless at the time of such acceptance such successor Trustee shall be

qualified and eligible pursuant to this Article. 

SECTION 3. 08. Merger, Conversion, Consolidation or Succession to

Business. 

Any corporation into which the Trustee may be merged or

converted or with which it may be consolidated, or any corporation

resulting from any merger, conversion, or consolidation to which the

Trustee shall be a party, or any corporation succeeding to all or

substantially all of the municipal corporate trust business of the

Trustee, shall be the successor of the Trustee hereunder, provided

such corporation shall be otherwise qualified and eligible pursuant to

this Article, without the execution or filing of any paper or any

further act on the part of any of the parties hereto. 
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THIS SERIES 2016 DEPOSITORY AGREEMENT, dated as of December

1, 2016 ( hereinafter referred to as this " Agreement"), by and between

Quail Creek Community Facilities District, a community facilities

district duly organized and validly existing pursuant to the laws of

the State of Arizona ( hereinafter together with its successors

referred to as the " Issuer"), and U. S. Bank National Association, a

national banking association with trust powers having a corporate

trust office in the City of Phoenix, Maricopa County, Arizona, as

depository ( hereinafter together with any successor to the trust

herein granted referred to as the " Depository"), 

W I T N E S S E T H: 

WHEREAS, pursuant to the Bond Resolution ( as such term and

all other initially capitalized, undefined terms used in these

recitals are defined in the hereinafter defined Series 2016 Inden-

ture), the Board has authorized, among other things, the sale and

issuance of the Series 2016 Bonds and, in order to provide terms for, 

to secure, and to provide for authentication and delivery of the

Series 2016 Bonds, has duly authorized the execution and delivery of a

Series 2016 Indenture of Trust and Security Agreement, dated as of

even date herewith ( hereinafter referred to as the " Series 2016

Indenture"), from the Issuer to U. S. Bank National Association, as

trustee; and

WHEREAS, in consideration for the issuance of the Series

2016 Bonds, and the actions taken and to be taken in the Series 2016

Indenture, by the Issuer and as a condition precedent to the execution

and delivery of this Agreement and the issuance of the Series 2016

Bonds, Robson Ranch Quail Creek, LLC, a limited liability company duly

organized and validly existing pursuant to the laws of the State of

Delaware ( hereinafter referred to as the " Owner"), has had established

by Western Alliance Bank in favor of the Depository an irrevocable

standby letter of credit in the amount of $1, 800, 000; and

WHEREAS, the Issuer may enter into, and expend moneys

pursuant to, this Agreement for the public infrastructure purposes

provided for by this Agreement with respect to the Issuer; 

NOW, THEREFORE, in the joint and mutual exercise of their

powers, and in consideration of the above premises and of the mutual

covenants herein contained and for other valuable consideration, the

parties hereto recite and agree that: 
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ARTICLE ONE

DEFINITIONS AND OTHER PROVISIONS

OF GENERAL APPLICATION

SECTION 1. 01. Definitions. 

For all purposes of this Agreement, except as otherwise

expressly provided or unless the context otherwise requires: 

1. The terms defined hereinabove, hereinafter and in

the Series 2016 Indenture have the meanings assigned to

them hereinabove, hereinafter and in Article One of the

Series 2016 Indenture and include the plural as well as the

singular. 

2. All references in this instrument to designated

Articles," " Sections" and other subdivisions are to the

designated Articles, Sections and other subdivisions of

this instrument as originally executed. 

3. The words " herein," " hereof" and " hereunder" and

other words of similar import refer to this Agreement as a

whole and not to any particular Article, Section, or other

subdivision. 

SECTION 1. 02. Notices, etc. 

A. Unless otherwise specifically provided herein, any

request, demand, authorization, direction, notice, consent, waiver, 

payment or other document provided or permitted by this Agreement by

the Issuer or the Depository to be made upon, given or furnished to, 

or filed with, 

1. the Depository shall be sufficient for every

purpose hereunder if made, given, furnished, or filed in

writing to or with the Depository at its corporate trust

office in Phoenix, Arizona, or if in writing and mailed, 

first-class postage prepaid, to the Depository addressed to

it at U. S. Bank National Association, 101 North First

Avenue, Suite 1600, Phoenix, Arizona 85003, Attention:  

Global Corporate Trust Services, or at any other address

furnished in writing to such Person by the Depository, or

2. the Issuer shall be sufficient for every purpose

hereunder if in writing and mailed, first-class postage

prepaid, to the Issuer addressed to the Issuer at c/ o Town

of Sahuarita, Arizona, Box 879, Sahuarita, Arizona 85629, 

Attention:  District Clerk or at any other address previ-

ously furnished in writing to such Person by the Issuer, or

3. The Owner shall be sufficient for every purpose

hereunder if in writing and mailed, first-class postage
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prepaid to the Owner addressed to the Owner at c/ o Robson

Communities, 9532 East Riggs Road, Sun Lakes, Arizona

85248, Attention:  Steven M. Soriano, or at any other

address furnished previously in writing to such Person by

the Owner, with a copy to Peter Gerstman at the same

address. 

B. Where this Agreement provides for notice in any

manner, such notice may be waived in writing by the Person entitled to

receive such notice, either before or after the event, and such waiver

shall be the equivalent of such notice. 

SECTION 1. 03. Effect of Headings and Table of Contents. 

The Article and Section headings herein and in the Table of

Contents are for convenience only and shall not affect the construc-

tion hereof. 

SECTION 1. 04. Successors and Assigns. 

All covenants and agreements in this Agreement by the

Issuer and the Depository shall bind their successors and assigns, 

whether so expressed or not. 

SECTION 1. 05. Severability Clause. 

In case any provision in this Agreement or any application

thereof shall be invalid, illegal or unenforceable, the validity, 

legality and enforceability of the remaining provisions and applica-

tions shall not in any way be affected or impaired thereby. 

SECTION 1. 06. Benefits of Agreement. 

Nothing in this Agreement, express or implied, shall give

to any Person, other than the parties hereto and their successors

hereunder, any benefit or any legal or equitable right, remedy or

claim pursuant to this Agreement.  The role of the Depository here-

under is administrative only, and the Depository is a party to this

Agreement only to hold the Letter of Credit or proceeds thereof in

trust for the benefit of the Issuer and the Holders of the Series 2016

Bonds and to carry out the instructions given to the Depository

hereunder. 

SECTION 1. 07. Governing Law. 

This Agreement shall be construed in accordance with and

governed by the laws of the State and the federal laws of the United

States of America. 

SECTION 1. 08. Incorporation of State Statutes. 

A. The Issuer may, within three ( 3) years after its

execution, cancel this Agreement, without penalty(s) or further
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obligation, if any person significantly involved in initiating, 

negotiating, securing, drafting or creating this Agreement on behalf

of the Issuer is, at any time while this Agreement is in effect, an

employee or agent of the Depository in any capacity or a consultant to

the Depository with respect to the subject matter of this Agreement

and may recoup any fee or commission paid or due any person

significantly involved in initiating, negotiating, securing, drafting

or creating this Agreement on behalf of the Issuer from the Depository

arising as the result of this Agreement.  The Depository has not taken

and shall not take any other action which would cause any person

described in the preceding sentence to be a licensee or employee or

agent of the Depository in any capacity or a consultant to the

Depository with respect to the subject matter of this Agreement. 

B. To the extent applicable under Section 41- 4401, 

Arizona Revised Statutes, the Depository shall comply with all federal

immigration laws and regulations that relate to its employees and its

compliance with the " e-verify" requirements under Section 23- 214( A), 

Arizona Revised Statutes.  The breach by the Depository of the

foregoing shall be deemed a material breach of this Depository

Agreement and may result in the termination of the services of the

Depository.  The Issuer retains the legal right to randomly inspect

the papers and records of the Depository to ensure that the Depository

is complying with the above- mentioned warranty.  The Depository shall

keep such papers and records open for random inspection during normal

business hours by the Issuer.  The Depository shall cooperate with the

random inspections by the Issuer including granting the Issuer entry

rights onto its property to perform such random inspections and

waiving its respective rights to keep such papers and records

confidential. 

C. Pursuant to Section 35- 393 et seq., Arizona Revised

Statutes, the Depository hereby certifies it is not currently engaged

in, and for the duration of this Agreement shall not engage in, a

boycott of Israel.  The term " boycott" has the meaning set forth in

Section 35- 393, Arizona Revised Statutes.  If the Issuer determines

that the Depository' s certification above is false or that it has

breached such agreement, the Issuer may impose remedies as provided by

law. 

SECTION 1. 09. Further Assurances. 

The Issuer shall do, execute, acknowledge and deliver all

and every such further acts, conveyances, mortgages, financing

statements and assurances as shall be reasonably required for

accomplishing the purposes of this Agreement.  The Issuer shall

provide the Depository with copies of all such filings. 

SECTION 1. 10. Amendments. 

Pursuant to the conditions established in the Series 2016

Indenture, this Agreement may be amended by an instrument in writing

executed and delivered by each of the Depository and the Issuer. 



5

SECTION 1. 11. Business Days. 

For purposes of this Agreement, if any date for any payment

or determination is not a Business Day, the applicable payment or

determination shall be made or done on the next succeeding day which

is a Business Day. 

SECTION 1. 12. Termination. 

Subject to the last sentence of this Section, this

Agreement shall terminate upon the earliest of ( A) the payment or the

provision for payment in full of all of the outstanding Series 2016

Bonds, ( B) the expiration of the Letter of Credit because the face

amount thereof has been reduced to $50, 000 or less or ( C) receipt by

the Issuer Representative of evidence satisfactory to the Issuer

Representative that, in any Fiscal Year after the first Fiscal Year in

which principal of the Series 2016 Bonds has started to be amortized, 

for such Fiscal Year, a tax rate of $3. 00 per $100 of limited assessed

property valuation of property within the boundaries of the Issuer

owned by other than the Owner or any entity owned or controlled ( as

such term is used in the federal Securities Act of 1933, as amended) 

by, or which owns or controls, any of them for such Fiscal Year would

have been sufficient to pay Maximum Annual Debt Service for any

subsequent Fiscal Year plus the historical, annual, average of amounts

necessary for payment of amounts described in Section 9. 1 of the

Development Agreement as of such Fiscal Year.  Such evidence shall

consist of a written projection, prepared by the Issuer

Representative, if the Letter of Credit has not been drawn, upon a

written request of the Owner and otherwise at the discretion of the

Issuer Representative, that is based upon the application of such

secondary tax rate in light of the actual limited assessed property

valuation of the property within the boundaries of the Issuer for such

Fiscal Year, assuming a delinquency factor equal to the greater of

five percent ( 5%) and the historic, average, annual percentage

delinquency factor for the Issuer as of such Fiscal Year and no credit

for any balance or investment income accruing during such Fiscal Year.  

After receipt of proof of satisfaction of such condition, the Board

shall approve in writing such termination, such approval not to be

withheld unreasonably, and notice thereof shall be provided to the

Trustee. 

SECTION 1. 13. Integration. 

This Agreement, when executed and delivered by the parties

hereto, shall constitute the entire agreement among them with respect

to the matters provided herein and supersedes all prior agreements and

understandings, both written and oral, among the parties with respect

to the subject matter hereof. 
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ARTICLE TWO

THE LETTER OF CREDIT

SECTION 2. 01. Beneficiary; Authority to Draw; Draws; Alternates. 

A. The Letter of Credit shall be held by the Depository

for the benefit of the Issuer and shall be the subject of the Draw

upon the occurrence of any one of the following events so long as the

Issuer has with respect to any Interest Payment Date occurring on the

January 15 immediately preceding the Draw levied for Debt Service for

that Fiscal Year a tax rate pursuant to Section 10. 01( A) of the Series

2016 Indenture of at least $3. 00 per $100 of limited assessed property

valuation and with respect to any Interest Payment Date occurring on

the July 15 immediately preceding the Draw levied such tax rate for

the immediately preceding Fiscal Year: 

1. The failure of the Owner to pay any amount due on

the applicable date due pursuant to the Series 2016 Standby Contribu-

tion Agreement. 

2. The failure to obtain and deliver to the Deposi-

tory an Alternate Letter of Credit pursuant to Section 2. 01C. 

3. The Letter of Credit Bank ( i) commences a

proceeding pursuant to any federal or state insolvency, reorganization

or similar law, or has such a proceeding commenced against it and

either has an order of insolvency or reorganization entered against it

or has the proceeding remain undismissed and unstayed for ninety ( 90) 

days or ( ii) has a receiver, conservator, liquidator or trustee

appointed for it or for the whole or any substantial part of its

property. 

The Depository shall present a sight draft to the Letter of Credit

Bank ( together with any required certificates pursuant to the Letter

of Credit) so as to permit the timely transfer of funds from the

Letter of Credit Bank to the Depository for the Draw and shall follow

such other procedures so as to comply with the Letter of Credit in

order to make the Draw.  The Depository shall promptly notify the

Owner and the Issuer if the Letter of Credit Bank has not transferred

funds in accordance with the Letter of Credit upon the presentment of

such draft. 

B. Upon receipt of moneys from the Letter of Credit Bank, 

the Depository shall deposit the amount representing the Draw in a

separate account established hereby in the name of the Issuer for the

purposes hereof to be called the " Series 2016 Principal Account" and

apply the same as provided in Section 2. 02. 

C. The Owner may, at its option, provide for the delivery

to the Depository of an Alternate Letter of Credit to take effect on

the Letter of Credit Termination Date of the then effective Letter of

Credit.  For an Alternate Letter of Credit to be effective, sixty ( 60) 
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Business Days prior to the Letter of Credit Termination Date, the

Depository and the Issuer shall have received the following, in form

and substance acceptable to the Issuer Representative: 

1. evidence that the Alternate Letter of Credit has

a Tier 1 Leverage Ratio indicated in the definition of " Alternate

Letter of Credit"; 

2. an opinion of counsel for the issuer of the

Alternate Letter of Credit that it constitutes a legal, valid and

binding obligation of the issuer in accordance with its terms; 

3. an opinion of nationally recognized bond counsel

that such replacement is authorized hereunder and will not cause

interest on the Series 2016 Bonds to become includable in gross income

for federal income tax purposes and

4. the Alternate Letter of Credit, meeting all of

the other requirements provided in the definition of " Alternate Letter

of Credit" and being unconditionally binding and effective as of the

Letter of Credit Termination Date. 

D. The Depository shall not sell, assign or transfer the

Letter of Credit except to a successor Depository pursuant to this

Agreement. 

E. If the Draw has occurred because of the event

described in Section 2. 01( A)( 2) or ( 3), the Issuer Representative may, 

in the sole and absolute discretion of the Issuer Representative and

pursuant to the same terms and conditions described in Section 2. 01( C) 

and whatever additional terms and conditions the Issuer Representative

deems appropriate, instruct the Depository to pay an amount equal to

the Draw to the issuer of a new letter of credit meeting the qualifi-

cations in the definition of " Alternate Letter of Credit" in exchange

for such new letter of credit and thereafter such new letter of credit

shall be treated as the Letter of Credit for all purposes of this

Agreement. 

SECTION 2. 02. Application. 

A. After the Draw, the Depository shall pay to the

Trustee from amounts on deposit in the Series 2016 Principal Account

the amounts requested pursuant to Section 5. 02( C)( 1) of the Series

2016 Indenture on each July 8 prior to any Interest Payment Date

occurring on July 15 and January 8 prior to any Interest Payment Date

occurring on January 15, as applicable. 

B. Upon the written consent of the District Manager, the

Depository shall pay to the Owner all amounts held by the Depository

hereunder upon the termination of this Agreement. 
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C. The Depository shall return the Letter of Credit to

the Owner upon the earlier of the termination thereof or of this

Agreement. 

SECTION 2. 03. Investment of and Security for Fund. 

A. Amounts on deposit in the Series 2016 Principal

Account shall be invested in the Permitted Investments described in

clause A of the definition thereof and indicated in writing by the

Issuer Representative.  The Issuer acknowledges that that the yield, 

calculated for federal income tax purposes, of such Permitted Invest-

ments cannot be materially higher than the yield, calculated on the

same basis, for the Series 2016 Bonds, and the Issuer shall take all

actions necessary with regard to any Permitted Investment to assure

that the investment directions provided by it to the Depository take

such restrictions into account and such that amounts are available

therefrom for the purposes hereof; provided, however, that such

amounts may be invested at a higher yield upon receipt from the Issuer

of an opinion of nationally recognized bond counsel, addressed to the

Issuer and the Depository, to the effect that such amounts may be so

invested.  The Depository shall rely on the written investment

directions of the Issuer Representative and has no duty or obligation

to monitor the yield on such investments.  Absent written direction

the Depository shall hold amounts uninvested in cash, with no

liability for interest. 

B. The earnings accruing on amounts deposited hereunder

and any profit realized from such investment shall be added to the

amount held hereunder, and any loss resulting from such investment

shall be subtracted from the amount held hereunder. 

C. The Depository shall not be liable for any loss

resulting from any such investment excepting only such losses as may

have resulted from disregard or negligent implementation of any writ-

ten direction by the Issuer. 

D. The Depository shall have no claim on amounts held

hereunder for any purpose. 

SECTION 2. 04. Annual Reports. 

As soon as possible after July 15 of each Fiscal Year and

more often as requested in writing by the Issuer Representative, the

Depository shall provide to the Issuer a report indicating the balance

in the Series 2016 Principal Account as well as all deposits to, and

payments from, the Series 2016 Principal Account during the prior

Fiscal Year. 
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ARTICLE THREE

THE DEPOSITORY

SECTION 3. 01. Certain Duties and Responsibilities of Depository. 

A. The Depository undertakes to perform such duties and

only such duties as are specifically set forth in this Agreement, and

no implied covenants or obligations shall be read into this Agreement

against the Depository.  In the absence of bad faith on its part, the

Depository may conclusively rely, as to the truth of the statements

and the correctness of the opinions expressed therein, upon certifi-

cates or opinions furnished to the Depository and conforming to the

requirements of this Agreement; but in the case of any such certifi-

cates or opinions which by any provision hereof are specifically

required to be furnished to the Depository, the Depository shall be

under a duty to examine the same to determine whether or not they

conform on their face to the requirements of this Agreement. 

B. No provision of this Agreement shall be construed to

relieve the Depository from liability for its own negligent action, 

its own negligent failure to act, its own willful misconduct or its

breach of this Agreement, except that

1. this Subsection shall not be construed to limit

the effect of Subsection ( A) of this Section; 

2. the Depository shall not be liable for any error

of judgment made in good faith by a Responsible Officer, 

unless it shall be proved that the Depository was negligent

and

3. no provision of this Agreement shall require the

Depository to expend or risk its own funds or otherwise

incur any financial liability in the performance of any of

its duties hereunder, or in the exercise of any of its

rights or powers, unless it is provided indemnity in

connection therewith as provided in Section 3. 04( A)( 3). 

C. Whether or not therein expressly so provided, every

provision of this Agreement relating to the conduct, affecting the

liability of or affording protection to the Depository shall be sub-

ject to the provisions of this Section. 

SECTION 3. 02. Certain Rights of Depository. 

Except as otherwise provided in Section 3. 01 hereof: 

A. the Depository may rely and shall be protected in

acting or refraining from acting upon: 

1. any resolution, certificate, statement, instru-

ment, opinion, report, notice, request, direction, consent, 
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order, bond, telex or other paper, document or communica-

tion reasonably believed by it to be genuine and to have

been signed or presented by the proper Persons and

2. failure of the Depository to receive any such

paper, document, or communication, if prior receipt thereof

is required by this Agreement before the Depository is to

take or refrain from taking any action; 

B. any request or direction of the Issuer mentioned here-

in shall be sufficiently evidenced by an Issuer Request, and any order

or resolution of the Board may be sufficiently evidenced by a Board

Resolution; 

C. whenever in the administration of this Agreement the

Depository shall deem it desirable that a matter be proved or estab-

lished prior to taking, suffering or omitting any action hereunder, 

the Depository ( unless other evidence be herein specifically pre-

scribed) may, in the absence of bad faith on its part, rely upon an

Officers' Certificate; 

D. the Depository may consult with legal counsel and the

written advice of such counsel shall be full and complete authoriza-

tion and protection in respect of any action taken, suffered or

omitted by the Depository hereunder in good faith and in reliance

thereon; 

E. the Depository shall not be bound to make any investi-

gation into the facts or matters stated in any resolution, certifi-

cate, statement, instrument, opinion, report, notice, request, direc-

tion, consent, order, bond or other paper or document, but the Deposi-

tory, in its discretion, may make such further inquiry or investiga-

tion into such facts or matters as it may see fit, and, if the Deposi-

tory shall determine to make such further inquiry or investigation, it

shall be entitled to examine the books, records, and premises of the

Issuer, personally or by agent or attorney and

F. the Depository may perform any duties hereunder either

directly or by or through agents or attorneys, and the Depository

shall not be responsible for any misconduct or negligence on the part

of any agent or attorney appointed, with due care by it hereunder. 

SECTION 3. 03. Not Responsible for Recitals or Application of Pro-

ceeds. 

The recitals contained herein shall be taken as the state-

ments of the other parties hereto, and the Depository assumes no

responsibility for their correctness.  The Depository makes no repre-

sentations as to the amounts held hereunder or as to the security

afforded thereby or hereby, or as to the validity or genuineness of

any securities at any time pledged and deposited with the Depository

hereunder, or as to the validity or sufficiency of this Agreement. 
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SECTION 3. 04. Compensation and Reimbursement. 

A. The Issuer shall

1. pay to the Depository from time to time reason-

able compensation for all services rendered by it hereunder

which compensation shall not be limited by any provision

of law in regard to the compensation of a trustee of an

express trust); 

2. except as otherwise expressly provided herein, 

reimburse the Depository upon its request for all reason-

able expenses, disbursements and advances incurred or made

by the Depository in accordance with any provisions of this

Agreement ( including the reasonable compensation and the

expenses and disbursements of its agents and counsel), 

except any such expense, disbursement or advance as may be

attributable to the Depository' s negligence or bad faith

and

3. indemnify, to the extent permitted by applicable

law, the Depository for, and to hold it harmless against, 

any loss, liability, or expense incurred without negligence

or bad faith on its part, or breach of its obligations

hereunder, arising out of or in connection with the

acceptance or administration of this trust, including the

costs and expenses of defending itself against any claim or

liability in connection with the exercise or performance of

any of its powers or duties hereunder. 

B. The Depository shall not have the right to set off

against or to appropriate or apply any of the amount deposited

pursuant to Section 2. 01 or any of the investment income therefrom to

any unpaid obligation of the Issuer to the Depository hereunder or as

a result of any other matter between the Issuer and the Depository. 

SECTION 3. 05. Corporate Depository Required; Eligibility. 

There shall at all times be a Depository hereunder which

shall be a bank or trust company organized and doing business under

the laws of the United States or of any state, authorized pursuant to

such laws to exercise corporate trust powers, having a combined

capital and surplus of at least $50, 000, 000, subject to supervision or

examination by federal or State authority, and having a corporate

trust office in the City of Phoenix, Arizona.  If such corporation

publishes reports of condition at least annually, pursuant to law or

to the requirements of such supervising or examining authority, then

for the purposes of this Section the combined capital and surplus of

such corporation shall be deemed to be its combined capital and

surplus as set forth in its most recent report of condition so

published.  If at any time the Depository shall cease to be eligible

in accordance with the provisions of this Section, it shall resign
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immediately in the manner and with the effect hereinafter specified in

this Article. 

SECTION 3. 06. Resignation and Removal; Appointment of Successor. 

A. No resignation or removal of the Depository and no

appointment of a successor Depository pursuant to this Article shall

become effective until the acceptance of appointment by the successor

Depository pursuant to Section 3. 07. 

B. The Depository may resign at any time by giving

written notice thereof to the Issuer.  If an instrument of acceptance

by a successor Depository shall not have been delivered to the Deposi-

tory within thirty ( 30) days after the giving of such notice of resig-

nation, the resigning Depository may petition any court of competent

jurisdiction for the appointment of a successor Depository. 

C. If at any time: 

1. the Depository shall cease to be eligible pursu-

ant to Section 3. 05 and shall fail to resign after written

request therefor by the Issuer or

2. the Depository shall become incapable of acting

or shall be adjudged insolvent or a receiver of the Deposi-

tory or of its property shall be appointed or any public

officer shall take charge or control of the Depository or

of its property or affairs for the purpose of rehabilita-

tion, conservation, or liquidation, 

then, in any such case, the Issuer by Board Resolution may remove the

Depository. 

D. If the Depository shall resign, be removed, or become

incapable of acting, or if a vacancy shall occur in the office of

Depository for any cause, the Issuer by Board Resolution, shall

promptly appoint a successor Depository.  In case all or substantially

all of the amounts held hereunder shall be in the possession of a

receiver or trustee lawfully appointed, such receiver or trustee, by

written instrument, may similarly appoint a successor to fill such

vacancy until a new Depository shall be so appointed.  If, within one

year after such resignation, removal, or incapability, or the occur-

rence of such vacancy, a successor Depository shall be so appointed, 

then the successor Depository so appointed shall, forthwith upon its

acceptance of such appointment, become the successor Depository and

supersede the successor Depository appointed by the Issuer or by such

receiver or trustee.  If no successor Depository shall have been so

appointed and accepted appointment in the manner hereinafter provided, 

the Issuer may petition any court of competent jurisdiction for the

appointment of a successor Depository. 
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SECTION 3. 07. Acceptance of Appointment by Successor. 

A. Every successor Depository appointed hereunder shall

execute, acknowledge and deliver to the Issuer and the retiring Depos-

itory an instrument accepting such appointment, and thereupon the

resignation or removal of the retiring Depository shall become effec-

tive and such successor Depository, without any further act, deed or

conveyance, shall become vested with all the estates, properties, 

rights, powers, trusts and duties of the retiring Depository; but, on

request of the Issuer or the successor Depository, such retiring

Depository shall, upon payment of its charges, execute and deliver an

instrument conveying and transferring to such successor Depository

upon the trusts herein expressed all the estates, properties, rights, 

powers and trusts of the retiring Depository, and shall duly assign, 

transfer and deliver to such successor Depository all property and

money held by such retiring Depository hereunder, subject nevertheless

to its lien, if any, provided for in Section 3. 04.  Upon request of

any such successor Depository, the Issuer shall execute any and all

instruments for more fully and certainly vesting in and confirming to

such successor Depository all such estates, properties, rights, powers

and trusts. 

B. No successor Depository shall accept its appointment

unless at the time of such acceptance such successor Depository shall

be qualified and eligible pursuant to this Article. 

SECTION 3. 08. Merger, Conversion, Consolidation or Succession to

Business. 

Any corporation into which the Depository may be merged or

converted or with which it may be consolidated, or any corporation

resulting from any merger, conversion or consolidation to which the

Depository shall be a party, or any corporation succeeding to all or

substantially all of the municipal corporate trust business of the

Depository, shall be the successor of the Depository hereunder, 

provided such corporation shall be otherwise qualified and eligible

pursuant to this Article, without the execution or filing of any paper

or any further act on the part of any of the parties hereto. 
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PRELIMINARY OFFICIAL STATEMENT DATED OCTOBER 26, 2016

NEW ISSUE – BOOK-ENTRY-ONLY RATING:  See “ RATING” herein.

In the opinion of Greenberg Traurig, LLP, Bond Counsel, assuming continuing compliance with certain tax covenants and the accuracy of

certain representations of the District, under existing statutes, regulations, rulings and court decisions, interest on the Bonds will be excludable

from gross income for federal income tax purposes.  Interest on the Bonds will not be an item of tax preference for purposes of the federal

alternative minimum tax imposed on individuals and corporations; however, interest on the Bonds will be taken into account in determining

adjusted current earnings for purposes of computing the alternative minimum tax imposed on certain corporations.  Interest on the Bonds will

be exempt from income taxation under the laws of the State of Arizona.  See “TAX MATTERS” herein for a description of certain other federal tax

consequences of ownership of the Bonds.  See also “TAX MATTERS – Original Issue Discount and Original Issue Premium” herein.

The Bonds will be designated as “qualified tax-exempt obligations” for purposes of Section 265(b)( 3) of the Internal Revenue Code of 1986, as

amended. See “QUALIFIED TAX-EXEMPT OBLIGATIONS” herein.

9,185,000*

QUAIL CREEK COMMUNITY FACILITIES DISTRICT

SAHUARITA, ARIZONA)

GENERAL OBLIGATION REFUNDING BONDS,

SERIES 2016

BANK QUALIFIED)

Dated:  Date of Initial Delivery Due:  July 15, as shown on the inside front cover page

The Quail Creek Community Facilities District (Sahuarita, Arizona) General Obligation Refunding Bonds, Series 2016 (the “Bonds”) will be issued in

the form of fully registered bonds, registered in the name of Cede & Co. as nominee of The Depository Trust Company, New York, New York (“DTC”), and

will beavailable toultimate purchasers under the book-entry system maintained byDTC in amountsof $5,000 of principal amount due ona maturity date or

integral multiples in excess thereof. Purchasers will not receive definitive certificates with respect to the Bonds.  So long asany purchaser is the beneficial

owner of a Bond, such purchaser must maintain an account with a broker or a dealer who is, or acts through, a “DTC Participant” to receive payment of

principal of and interest on such Bond. Interest on the Bonds (except defaulted interest, if any) will be paid semiannually on each January 15 and July 15

of each year, commencing July 15, 2017.  Payments of principal and interest will be paid by wire transfer to DTC for subsequent disbursements to DTC

participants who will remit such payments to the beneficial owners of the Bonds.  See APPENDIX F BOOK- ENTRY- ONLY SYSTEM.”

SEE MATURITY SCHEDULE ON INSIDE FRONT COVER PAGE

Principal of and interest on the Bonds will be payable from a continuing, direct, annual, ad valorem tax levied against all taxable property within

the boundaries of the Quail Creek Community Facilities District (the “District”), unlimited as to rate, but subject to the limitation that the total aggregate

amount of taxes levied to pay principal of and interest on the Bonds shall not exceed the total aggregate of principal of and interest on bonds of the District

being refunded in advance of their respective maturities with proceeds of the sale of the Bonds (the “Bonds Being Refunded”), from the date of issuance

of the Bonds to the final date of maturity of the Bonds Being Refunded.  The application of such taxes to the payment of the Bonds will be subject to the

rights vested in the owners of the Bonds Being Refunded to the payment of the Bonds Being Refunded from the same source in the event of a deficiency

in the proceeds of the sale of the Bonds and amounts contributed by the District for such purpose held to pay principal of and interest on the Bonds Being

Refunded.  The owners of the Bonds must rely on the sufficiency of the moneys held for payment of the Bonds Being Refunded.  Debt service with respect

to the Bonds will, under certain circumstances, also be payable from amounts to be paid pursuant to a Series 2016 Standby Contribution Agreement, to

be dated as of December 1, 2016* ( the “Standby Contribution Agreement”), by and among the District, Robson Ranch Quail Creek, LLC (the “Developer”) 

and U.S. Bank National Association, as trustee (the “Trustee”), as described herein and may also be payable from amounts to be held under certain

circumstances pursuant a Series 2016 Depository Agreement, to be dated as of December 1, 2016* ( the “Depository Agreement”), between the District

and the Trustee, which will not be subject to replenishment as described herein.  See “SECURITY FOR AND SOURCES OF PAYMENT OF THE BONDS” 

herein.  The Standby Contribution Agreement and the Depository Agreement will be terminated, in each case, under certain circumstances described under

SECURITY FOR AND SOURCES OF PAYMENT OF THE BONDS” and “RISK FACTORS” herein.

The Bonds will be subject to redemption by the District prior to maturity as described herein.

The scheduled payment of principal of and interest on the Bonds when due will be guaranteed under an insurance policy to be issued concurrently

with the delivery of the Bonds by ASSURED GUARANTY MUNICIPAL CORP.

Proceeds of the sale of the Bonds will be used: (i) to refund the BondsBeing Refunded, which were issued to paycostsof acquisition and construction

of certain public infrastructure benefiting the District; and (ii) to pay costs of issuance relating to the Bonds.

Investment in the Bonds involves certain risks thateachprospective investor shouldconsiderprior to investing.  See “SECURITYFORAND SOURCES

OF PAYMENT OF THE BONDS” and “RISK FACTORS” herein.

NEITHER THE FULL FAITH AND CREDIT NOR THE GENERAL TAXING POWER OF THE TOWN OF SAHUARITA, ARIZONA (THE

TOWN”), THE STATE OF ARIZONA ( THE “ STATE”) OR ANY POLITICAL SUBDIVISION THEREOF ( OTHER THAN THE DISTRICT) 

IS PLEDGED TO THE PAYMENT OF THE BONDS.  THE BONDS WILL BE OBLIGATIONS OF THE DISTRICT ONLY.  NONE OF THE

TOWN, THE STATE OR ANY POLITICAL SUBDIVISION THEREOF (OTHER THAN THE DISTRICT) WILL HAVE ANY OBLIGATION WITH

RESPECT TO DEBT SERVICE FOR THE BONDS.

This cover page contains certain information for general reference only. It is not a summary of the issue of which the Bonds are a part.  Investors are

advised to read this Official Statement in its entirety to obtain information essential to the making of an informed investmentdecision with respect to the

Bonds.

The Bonds are offered when, as and if issued and subject to the approval of Greenberg Traurig, LLP, Phoenix, Arizona, Bond Counsel.  Certain

matters will be passed upon for the Underwriter by its counsel, Squire Patton Boggs ( US) LLP and the Developer by Maguire, Pearce & Storey, 

PLLC, Phoenix, Arizona.  It is expected that delivery of the Bonds in book-entry-only form will be made through the facilities of DTC on or about

December 6, 2016*.
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5HGHPSWLRQ 3URYLVLRQV
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HQHUDO

G 9DORUHP 3URSHUW\ 7D[ DWLRQ LQ WKH LVWULFW

7KH 6WDQGE\ RQWULEXWLRQ JUHHPHQW

7KH HSRVLWRU\ JUHHPHQW
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2YHUODSSLQJ HQHUDO 2EOLJDWLRQ RQGHG QGHEWHGQHVV
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RQFHQWUDWLRQ RI 2ZQHUVKLS 6XEVHTXHQW 7UDQVIHU

DLOXUH RU QDELOLW\ WR RPSOHWH 3URSRVHG 3URMHFW

LUHFW DQG 2YHUODSSLQJ QGHEWHGQHVV

DQNUXSWF\ DQG RUHFORVXUH HOD\ V

3URMHFWLRQV

RUZDUG RRNLQJ 6WDWHPHQWV

YDLODELOLW\ RI 6WDQGE\ RQWULEXWLRQ JUHHPHQW PRXQWV

YDLODELOLW\ RI DWHU

7D[ 5LVNV

PHQGPHQW RI RFXPHQWV 5HIHUHQFHG

QYLURQPHQWDO 0DWWHUV

7,*$ 7,21

7KH LVWULFW

7KH HYHORSHU

7$; 0$77( 56

HQHUDO

2ULJLQDO VVXH LVFRXQW DQG 2ULJLQDO VVXH 3UHPLXP
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7KLV 2IILFLDO 6WDWHPHQW ZKLFK LQFOXGHV WKH FRYHU SDJH WKH LQVLGH IURQW FRYHU SDJH DQG WKH DSSHQGLFHV

KHUHWR SURYLGHV FHUWDLQ LQIRUPDWLRQ FRQFHUQLQJ WKH LVVXDQFH RI 4XDLO UHHN RPPXQLW\ DFLOLWLHV LVWULFW

6DKXDULWD UL] RQD HQHUDO 2EOLJDWLRQ 5HIXQGLQJ RQGV 6HULHV WKH RQGV´ LQ WKH DJJUHJDWH

SULQFLSDO DPRXQW RI HUWDLQ FDSLWDOL] HG WHUPV QRW GHILQHG LQ WKH WH[ W RI WKLV 2IILFLDO

6WDWHPHQW DUH GHILQHG LQ SSHQGL[ 6800$5< 2) 57$,1 3529,6,216 2) 7+(

1'( 1785( HILQLWLRQV RI HUWDLQ 7HUPV

7KH RPPXQLW\ DFLOLWLHV LVWULFW FW RI FRQVWLWXWLQJ 7LWOH KDSWHU UWLFOH UL] RQD 5HYLVHG

6WDWXWHV WKH QDEOLQJ FW´ ZDV HQDFWHG WR SURYLGH D PHWKRG RI ILQDQFLQJ LQFOXGLQJ WKURXJK WKH LVVXDQFH

RI JHQHUDO REOLJDWLRQ ERQGV FHUWDLQ SXEOLF LQIUDVWUXFWXUH SXUSRVHV´ DV VXFK WHUP LV GHILQHG LQ WKH QDEOLQJ

FW UHODWLQJ WR D FRPPXQLW\ IDFLOLWLHV GLVWULFW 7KH 0D\ RU DQG RXQFLO RI WKH 7RZQ RI 6DKXDULWD UL] RQD

WKH 7RZQ´ IRUPHG 4XDLO UHHN RPPXQLW\ DFLOLWLHV LVWULFW WKH LVWULFW´ SXUVXDQW WR D UHVROXWLRQ

DGRSWHG RQ 6HSWHPEHU

7KH 7RZQ DQG WKH LVWULFW DUH VHSDUDWH DQG GLVWLQFW OHJDO HQWLWLHV DQG QHLWKHU HQWLW\ LV OHJDOO\ RU RWKHUZLVH

OLDEOH IRU WKH REOLJDWLRQV RI WKH RWKHU 7KH LVWULFW KDV WKH SRZHU WR LVVXH ERQGV LQFOXGLQJ UHIXQGLQJ ERQGV

SD\ DEOH IURP DG YDORUHP WD[ HV OHYLHG RQ DOO WD[ DEOH SURSHUW\ ZLWKLQ WKH LVWULFW ZLWK WKH OLPLWDWLRQV

GHVFULEHG KHUHLQ

5REVRQ 5DQFK 4XDLO UHHN D HODZDUH OLPLWHG OLDELOLW\ FRPSDQ\ WKH HYHORSHU´ LV WKH RULJLQDO

GHYHORSHU ZLWK WKH LVWULFW 6HH SSHQGL[ 1)250$7,21 5(*$ 5', 1* 7+( 72: 1 2)

6$+8$5,7$ 5,=21$´ IRU FHUWDLQ LQIRUPDWLRQ DERXW WKH 7RZQ 7+( 675,&7´ IRU D GHVFULSWLRQ RI

WKH LVWULFW DQG 1' 9(/ 230(17 7+( 9(/ 23( 5´ IRU D GHVFULSWLRQ RI WKH HYHORSHU

3XUVXDQW WR D LVWULFW HYHORSPHQW LQDQFLQJ 3DUWLFLSDWLRQ DQG QWHUJRYHUQPHQWDO JUHHPHQW GDWHG

6HSWHPEHU DV DPHQGHG E\ D LUVW PHQGPHQW WR LVWULFW HYHORSPHQW LQDQFLQJ 3DUWLFLSDWLRQ DQG

QWHUJRYHUQPHQWDO JUHHPHQW WR EH GDWHG DV RI HFHPEHU DV VR DPHQGHG WKH HYHORSPHQW

JUHHPHQW´ DPRQJ WKH 7RZQ WKH LVWULFW DQG WKH HYHORSHU WKH LVWULFW KDV EHHQ DQG LV LQWHQGHG WR

SURYLGH WKH YHKLFOH IRU ILQDQFLQJ FHUWDLQ SXEOLF LQIUDVWUXFWXUH QHFHVVDU\ IRU GHYHORSPHQW RI WKH ODQG ZLWKLQ

WKH ERXQGDULHV RI WKH LVWULFW 6HH 1' 9(/ 230(17 7+( 9(/ 23( 5

3XUVXDQW WR WKH UHVXOWV RI D YRWH RI WKH RZQHUV RI ODQG LQ WKH LVWULFW DW D VSHFLDO ERQG HOHFWLRQ KHOG LQ DQG IRU

WKH LVWULFW RQ 1RYHPEHU WKH OHFWLRQ´ WKH LVWULFW KDV WKH DXWKRULW\ WR LVVXH JHQHUDO REOLJDWLRQ

ERQGV LQ DQ DJJUHJDWH SULQFLSDO DPRXQW RI QRW WR H[ FHHG WKH XWKRUL] HG RQGV´ LQ RUGHU WR

ILQDQFH DPRQJ RWKHU WKLQJV WKH FRVWV RI SXEOLF LQIUDVWUXFWXUH SXUSRVHV ZLWKLQ WKH LVWULFW LQFOXGLQJ

LQFLGHQWDO FRVWV DQG WKH FRVWV RI LVVXLQJ ERQGV LQ PRUH WKDQ RQH VHULHV SD\ DEOH IURP DG YDORUHP WD[ HV

ZLWKRXW OLPLWDWLRQ DV WR UDWH RU DPRXQW SURYLGHG WKDW UHIXQGLQJ ERQGV LQFOXGLQJ WKH RQGV DUH VXEMHFW WR

FHUWDLQ OLPLWDWLRQV DV GHVFULEHG EHORZ OHYLHG RQ DOO WD[ DEOH SURSHUW\ ZLWKLQ WKH ERXQGDULHV RI WKH LVWULFW

DQG PD\ DOVR VHFXUH VXFK ERQGV IURP RWKHU VRXUFHV GHVFULEHG LQ WKH QDEOLQJ FW LQFOXGLQJ DPRXQWV

Subject to change. 



DYDLODEOH IURP VRXUFHV VXFK DV WKH KHUHLQDIWHU GHVFULEHG 6WDQGE\ RQWULEXWLRQ JUHHPHQW DQG HSRVLWRU\

JUHHPHQW 7KH LVWULFW KDV SUHYLRXVO\ LVVXHG LQ SULQFLSDO DPRXQW RI XWKRUL] HG RQGV VR

DXWKRUL] HG DW WKH OHFWLRQ SXUVXDQW WR D UHVROXWLRQ DGRSWHG E\ WKH RDUG RI LUHFWRUV RI WKH LVWULFW WKH

RDUG´ RQ 0D\ WKH 6HULHV RQGV´ 6HH 3/$ 1 2) 5()81', 1*´ KHUHLQ 7KH LVWULFW

KDV RI WKH XWKRUL] HG RQGV UHPDLQLQJ XQLVVXHG SD\ DEOH IURP DG YDORUHP SURSHUW\ WD[ HV

OHYLHG RQ DOO WD[ DEOH SURSHUW\ LQ WKH LVWULFW GGLWLRQDO DPRXQWV RI JHQHUDO REOLJDWLRQ ERQGV PD\ EH

DXWKRUL] HG DW IXWXUH HOHFWLRQV KHOG LQ DQG IRU WKH LVWULFW

7KH RQGV DUH EHLQJ LVVXHG SXUVXDQW WR WKH QDEOLQJ FW DQG 7LWOH KDSWHU UWLFOH UL] RQD 5HYLVHG

6WDWXWHV WKH 5HIXQGLQJ FW´ LQ RUGHU WR UHIXQG DOO RXWVWDQGLQJ 6HULHV RQGV WKH RQGV HLQJ

5HIXQGHG´ ZKLFK ZHUH LVVXHG WR ILQDQFH WKH FRVWV WR DFTXLUH DQG FRQVWUXFW FHUWDLQ SXEOLF LQIUDVWUXFWXUH

ZLWKLQ WKH ERXQGDULHV RI WKH LVWULFW DQG WR SD\ FRVWV RI LVVXDQFH UHODWLQJ WR WKH RQGV 6HH 3/$ 1 2)

5() 81', 1*´ DQG 6285&(6 1' 86( 6 2) 81' 6

IWHU WKH RQGV DUH LVVXHG WKH QDEOLQJ FW DQG 5HIXQGLQJ FW UHTXLUH WKDW WKH RDUG DQQXDOO\ OHY\ DQG

FDXVH DQ DG YDORUHP WD[ WR EH FROOHFWHG RQ DOO WD[ DEOH SURSHUW\ LQ WKH ERXQGDULHV RI WKH LVWULFW VXIILFLHQW

WRJHWKHU ZLWK PRQH\ V IURP WKH VRXUFHV GHVFULEHG LQ WKH QDEOLQJ FW DQG DYDLODEOH SXUVXDQW WR WKH

QGHQWXUH LQFOXGLQJ WKH 6WDQGE\ RQWULEXWLRQ JUHHPHQW DQG HSRVLWRU\ JUHHPHQW WR SD\ HEW 6HUYLFH

ZLWK UHVSHFW WR WKH RQGV ZKHWKHU DW PDWXULW\ RU SULRU UHGHPSWLRQ ZKHQ GXH SURYLGHG KRZHYHU WKDW WKH

WRWDO DJJUHJDWH RI WD[ HV OHYLHG WR SD\ SULQFLSDO RI DQG LQWHUHVW RQ WKH RQGV LQ WKH DJJUHJDWH VKDOO QRW H[ FHHG

WKH WRWDO DJJUHJDWH SULQFLSDO DQG LQWHUHVW WR EHFRPH GXH RQ WKH RQGV HLQJ 5HIXQGHG IURP WKH GDWH RI

LVVXDQFH RI WKH RQGV WR WKH ILQDO GDWH RI PDWXULW\ RI WKH RQGV HLQJ 5HIXQGHG 6XEMHFW WR VXFK OLPLWDWLRQ

VXFK WD[ HV DUH WR EH OHYLHG DVVHVVHG DQG FROOHFWHG DW WKH VDPH WLPH DQG LQ WKH VDPH PDQQHU DV RWKHU WD[ HV DUH

OHYLHG DVVHVVHG DQG FROOHFWHG 7KH SURFHHGV RI WKH WD[ HV ZLOO EH NHSW LQ WKH 7D[ FFRXQW RI WKH RQG XQG

WKH 7D[ FFRXQW´ DQG ZLOO EH XVHG RQO\ IRU WKH SD\ PHQW RI SULQFLSDO DQG LQWHUHVW DV DERYH VWDWHG

ROORZLQJ FROOHFWLRQ DQG GHSRVLW RI WKH WD[ HV LQ WKH 7D[ FFRXQW PRQH\ V FUHGLWHG WR WKH 7D[ FFRXQW ZLOO

EH LQYHVWHG LQ DFFRUGDQFH ZLWK WKH SURYLVLRQV RI 6WDWH ODZ

V GHVFULEHG XQGHU WKH KHDGLQJ 3/$ 1 2) 5() 81', 1* WKH QHW SURFHHGV RI WKH VDOH RI WKH RQGV DQG

FHUWDLQ DPRXQWV FRQWULEXWHG E\ WKH LVWULFW IRU VXFK SXUSRVH ZLOO EH WUDQVIHUUHG WR HOOV DUJR DQN 1

WKH WUXVWHH IRU WKH RQGV HLQJ 5HIXQGHG WKH 6HULHV 7UXVWHH´ WR EH DSSOLHG WR SD\ PHQW RI SULQFLSDO

RI DQG SUHPLXP LI DQ\ DQG LQWHUHVW RQ WKH RQGV HLQJ 5HIXQGHG 7KH RZQHUV RI WKH RQGV PXVW UHO\ XSRQ

WKH VXIILFLHQF\ RI VXFK DPRXQW IRU WKH SD\ PHQW RI WKH RQGV HLQJ 5HIXQGHG 7KH LVVXDQFH RI WKH RQGV

ZLOO LQ QR ZD\ LQIULQJH XSRQ WKH ULJKWV RI WKH KROGHUV RI WKH RQGV HLQJ 5HIXQGHG WR UHO\ XSRQ D WD[ OHY\

IRU WKH SD\ PHQW RI SULQFLSDO RI DQG LQWHUHVW RQ WKH RQGV HLQJ 5HIXQGHG LI DPRXQWV KHOG E\ WKH 6HULHV

7UXVWHH SURYH LQVXIILFLHQW

Q DGGLWLRQ WR WKH OHY\ RI DG YDORUHP SURSHUW\ WD[ HV IRU WKH SD\ PHQW RI HEW 6HUYLFH SXUVXDQW WR WKH UHVXOWV

RI WKH OHFWLRQ WKH LVWULFW DOVR LV DXWKRUL] HG WR OHY\ DQG FROOHFW DQG FXUUHQWO\ OHYLHV DQG FROOHFWV DQ DG

YDORUHP WD[ DW D WD[ UDWH RI QRW WR H[ FHHG SHU RI 1HW VVHVVHG 3URSHUW\ 9DOXH IRU 6HFRQGDU\ 7D[

3XUSRVHV DV GHILQHG KHUHLQ RQ DOO WD[ DEOH SURSHUW\ ZLWKLQ WKH ERXQGDULHV RI WKH LVWULFW IRU RSHUDWLRQ DQG

PDLQWHQDQFH H[ SHQVHV RI WKH LVWULFW WKH 2SHUDWLRQ DQG 0DLQWHQDQFH 7D[´

RU HDFK HDU XQWLO WKH RQGV DUH SDLG RU RWKHUZLVH SURYLGHG IRU DQG VXEMHFW WR WKH OLPLWDWLRQ GHVFULEHG

DERYH WKH RDUG ZLOO OHY\ DQG FDXVH WR EH FROOHFWHG DQ DG YDORUHP WD[ RQ DOO WD[ DEOH SURSHUW\ ZLWKLQ WKH

ERXQGDULHV RI WKH LVWULFW ZKLFK GRHV QRW LQFOXGH WKH 2SHUDWLRQ DQG 0DLQWHQDQFH 7D[ VXIILFLHQW ZLWK

PRQH\ V LI DQ\ DYDLODEOH SXUVXDQW WR WKH 6HULHV 6WDQGE\ RQWULEXWLRQ JUHHPHQW WR EH GDWHG DV RI

HFHPEHU WKH 6WDQGE\ RQWULEXWLRQ JUHHPHQW´ E\ DQG DPRQJ WKH LVWULFW WKH HYHORSHU DQG

8 6 DQN 1DWLRQDO VVRFLDWLRQ DV WUXVWHH WKH 7UXVWHH´ WR SD\ HEW 6HUYLFH 7KH 6WDQGE\ RQWULEXWLRQ

JUHHPHQW ZLOO EH WHUPLQDWHG XQGHU FHUWDLQ FLUFXPVWDQFHV 6HH 6(& 85,7< 25 1' 6285&(6 2)

3$< 0(17 2) 7+( 21' 6 7KH 6WDQGE\ RQWULEXWLRQ JUHHPHQW



6LPXOWDQHRXVO\ ZLWK WKH GHOLYHU\ RI WKH RQGV D WKH HYHORSHU ZLOO FDXVH WKH HWWHU RI UHGLW DQN WR

KDYH LVVXHG WKH LQLWLDO HWWHU RI UHGLW WKH HWWHU RI UHGLW´ IRU WKH EHQHILW RI WKH LVWULFW DQG LQ IDYRU RI

8 6 DQN 1DWLRQDO VVRFLDWLRQ DV GHSRVLWRU\ WKH HSRVLWRU\´ LQ WKH VWDWHG DPRXQW RI WR EH

KHOG SXUVXDQW WR WKH 6HULHV HSRVLWRU\ JUHHPHQW WR EH GDWHG DV RI HFHPEHU WKH

HSRVLWRU\ JUHHPHQW´ E\ DQG EHWZHHQ WKH LVWULFW DQG WKH HSRVLWRU\ 7KH GUDZ XSRQ WKH HWWHU RI

UHGLW LQ WKH WKHQ VWDWHG DPRXQW PD\ EH DYDLODEOH XQGHU FHUWDLQ FLUFXPVWDQFHV WR SD\ HEW 6HUYLFH EXW QRW

GHEW VHUYLFH ZLWK UHVSHFW WR DQ\ VXEVHTXHQWO\ LVVXHG ERQGV RI WKH LVWULFW LI WKHUH KDV EHHQ OHYLHG DQG

DVVHVVHG DQ DG YDORUHP WD[ RI DW OHDVW SHU RI 1HW VVHVVHG 3URSHUW\ 9DOXH IRU 6HFRQGDU\ 7D[

3XUSRVHV ZKLFK GRHV QRW LQFOXGH WKH 2SHUDWLRQ DQG 0DLQWHQDQFH 7D[ RQ DOO WD[ DEOH SURSHUW\ ZLWKLQ WKH

ERXQGDULHV RI WKH LVWULFW DQG DPRXQWV WR SD\ HEW 6HUYLFH DUH QRW DYDLODEOH SXUVXDQW WR WKH 6WDQGE\

RQWULEXWLRQ JUHHPHQW 7KH DPRXQW WR EH KHOG SXUVXDQW WR WKH HSRVLWRU\ JUHHPHQW DV D UHVXOW RI WKH

GUDZ XSRQ WKH HWWHU RI UHGLW ZLOO QRW EH VXEMHFW WR UHSOHQLVKPHQW LI DSSOLHG DV GHVFULEHG KHUHLQDERYH DQG

WKH HSRVLWRU\ JUHHPHQW LV VXEMHFW WR WHUPLQDWLRQ XQGHU FHUWDLQ FLUFXPVWDQFHV 6HH 6(& 85,7< 25

1' 6285&(6 2) 3$< 0(17 2) 7+( 21' 6 7KH HSRVLWRU\ JUHHPHQW

1(,7+( 5 7+( 8// 7+ 1' 5(', 7 125 7+( 1(5$/ 7$;, 1* 32:( 5 2) 7+( 72: 1

7+( 67$7( 2) 5,=21$ 7+( 67$7(´ 25 1<32/, 7,&$/ 68%',9,6,21 7+( 5(2) 27+(5

7+$1 7+( 675,&7 6 3/('*(' 72 7+( 3$<0(17 2) 7+( 21' 6 7+( 21' 6

2%/,*$7,216 2) 7+( 675,&7 21/< 121( 2) 7+( 72: 1 7+( 67$7( 25 1<

32/, 7,&$/ 68%',9,6,21 7+( 5(2) 27+(5 7+$1 7+( 675,&7 9( 1<

2%/,*$7,21 7+ 5(63(& 7 72 7 6( 59,&( 25 7+( 21' 6

7+( 21' 6

XWKRULW\

7KH RQGV DUH DXWKRUL] HG SXUVXDQW WR WKH QDEOLQJ FW DQG WKH 5HIXQGLQJ FW DQG ZLOO EH LVVXHG SXUVXDQW WR

D UHVROXWLRQ DGRSWHG E\ WKH RDUG RQ 2FWREHU WKH RQG 5HVROXWLRQ´ DQG WKH 6HULHV

QGHQWXUH RI 7UXVW DQG 6HFXULW\ JUHHPHQW WR EH GDWHG DV RI HFHPEHU WKH QGHQWXUH´ IURP WKH

LVWULFW WR WKH 7UXVWHH 6HH SSHQGL[ 6800$5< 2) 57$,1 3529,6,216 2) 7+(

1'( 1785( 6HH 6(&85,7< 25 1' 6285&(6 2) 3$< 0(17 2) 7+( 21' 6 G 9DORUHP

3URSHUW\ 7D[ DWLRQ LQ WKH LVWULFW 7$%/( 67,0$7(' 7 6( 59,&( 5(48,5(0(176´ DQG

29(5/$ 33,1* 7,21$/ 1' 7,21$/ 29(5/$ 33,1* 1'(%7(' 1(66 GGLWLRQDO

HQHUDO 2EOLJDWLRQ RQGHG QGHEWHGQHVV RI WKH LVWULFW 6HH VSHFLILFDOO\ 29(5/$ 33,1*

7,21$/ 1' 7,21$/ 29(5/$ 33,1* 1'(%7(' 1(66 GGLWLRQDO HQHUDO 2EOLJDWLRQ

RQGHG QGHEWHGQHVV RI WKH LVWULFW´ IRU D OLPLWDWLRQ RQ WKH LVVXDQFH RI WKH XWKRUL] HG RQGV UHPDLQLQJ

XQLVVXHG DQG ERQGV LVVXHG WR UHIXQG VXFK ERQGV RU WKH RQGV

HQHUDO HVFULSWLRQ

7KH RQGV ZLOO EH GDWHG WKH GDWH RI WKHLU LQLWLDO GHOLYHU\ DQG ZLOO PDWXUH DQG EHDU LQWHUHVW DV VHW IRUWK RQ WKH

LQVLGH IURQW FRYHU SDJH RI WKLV 2IILFLDO 6WDWHPHQW

QWHUHVW RQ WKH RQGV ZLOO EH SDLG VHPLDQQXDOO\ RQ DQXDU\ DQG XO\ RI HDFK HDU FRPPHQFLQJ XO\

HDFK VXFK GDWH DQ QWHUHVW 3D\ PHQW DWH´ 7KH RQGV ZLOO EHDU LQWHUHVW IURP WKH PRVW UHFHQW

QWHUHVW 3D\ PHQW DWH WR ZKLFK LQWHUHVW KDV EHHQ SDLG RU GXO\ SURYLGHG IRU RU LI QR LQWHUHVW KDV EHHQ SDLG

IURP WKH GDWH RI WKHLU LQLWLDO GHOLYHU\ FDOFXODWHG RQ WKH EDVLV RI D GD\ HDU RI WZHOYH GD\ PRQWKV

Subject to change.



7KH RQGV ZLOO EH LVVXHG LQ WKH IRUP RI IXOO\ UHJLVWHUHG ERQGV ZLWKRXW FRXSRQV UHJLVWHUHG LQ WKH QDPH RI

HGH R DV QRPLQHH RI 7KH HSRVLWRU\ 7UXVW RPSDQ\ 1HZ RUN 1HZ RUN 7&´ DQG ZLOO EH

DYDLODEOH WR XOWLPDWH SXUFKDVHUV XQGHU WKH ERRN HQWU\ V\ VWHP PDLQWDLQHG E\ 7& LQ DPRXQWV RI RI

SULQFLSDO GXH RQ D PDWXULW\ GDWH DQG DQ\ LQWHJUDO PXOWLSOHV WKHUHRI LQ H[ FHVV WKHUHRI 3D\ PHQWV RI SULQFLSDO

DQG LQWHUHVW ZLOO EH SDLG E\ ZLUH WUDQVIHU WR 7&IRU VXEVHTXHQW GLVEXUVHPHQWV WR 7&SDUWLFLSDQWV ZKR ZLOO

UHPLW VXFK SD\ PHQWV WR WKH EHQHILFLDO RZQHUV RI WKH RQGV 1R GRFXPHQW RI DQ\ QDWXUH ZKDWVRHYHU QHHG EH

VXUUHQGHUHG DV D FRQGLWLRQ WR SD\ PHQW RI WKH SULQFLSDO DQG LQWHUHVW RQ WKH RQGV 6HH 33( 1',;

22. 175< 21/< 6<67( 0

5HGHPSWLRQ 3URYLVLRQV

2SWLRQDO 5HGHPSWLRQ 7KH RQGV PDWXULQJ RQ RU EHIRUH XO\ BB ZLOO QRW EH VXEMHFW WR UHGHPSWLRQ

SULRU WR PDWXULW\ 7KH RQGV PDWXULQJ RQ DQG DIWHU XO\ BB ZLOO EH VXEMHFW WR UHGHPSWLRQ DW WKH RSWLRQ

RI WKH LVWULFW DV D ZKROH RU IURP WLPH WR WLPH LQ SDUW RQ XO\ BB RU DQ\ GDWH WKHUHDIWHU HDFK D

5HGHPSWLRQ DWH´ XSRQ SD\ PHQW RI WKH 5HGHPSWLRQ 3ULFH ZKLFK VKDOO FRQVLVW RI WKH SULQFLSDO DPRXQW RI

WKH RQGV VR UHGHHPHG SOXV DFFUXHG LQWHUHVW LI DQ\ RQ WKH RQGV VR UHGHHPHG IURP WKH PRVW UHFHQW QWHUHVW

3D\ PHQW DWH WR WKH 5HGHPSWLRQ DWH EXW ZLWKRXW SUHPLXP

0DQGDWRU\ 5HGHPSWLRQ 7KH RQGV PDWXULQJ RQ XO\ BB DQG XO\ BB ZLOO EH UHGHHPHG RQ WKH

IROORZLQJ 5HGHPSWLRQ DWHV DQG LQ WKH IROORZLQJ DPRXQWV XSRQ SD\ PHQW RI WKH 5HGHPSWLRQ 3ULFH ZKLFK

VKDOO FRQVLVW RI WKH SULQFLSDO DPRXQW RI WKH RQGV VR UHGHHPHG SOXV DFFUXHG LQWHUHVW LI DQ\ RQ WKH RQGV VR

UHGHHPHG IURP WKH PRVW UHFHQW QWHUHVW 3D\ PHQW DWH WR WKH 5HGHPSWLRQ DWH EXW ZLWKRXW SUHPLXP

7HUP RQG 0DWXULQJ

XO\ BB

5HGHPSWLRQ DWH

XO\

3ULQFLSDO PRXQW

5HGHHPHG

PDWXULW\

7HUP RQG 0DWXULQJ

XO\ BB

5HGHPSWLRQ DWH

XO\

3ULQFLSDO PRXQW

5HGHHPHG

PDWXULW\

Subject to change. 



6HOHFWLRQ RI RQGV IRU 5HGHPSWLRQ Q FDVH RI DQ\ UHGHPSWLRQ DW WKH HOHFWLRQ RI WKH LVWULFW RI OHVV WKDQ DOO

RI WKH RQGV 2XWVWDQGLQJ WKH LVWULFW ZLOO DW OHDVW GD\ V SULRU WR WKH 5HGHPSWLRQ DWH XQOHVV D VKRUWHU

QRWLFH VKDOO EH VDWLVIDFWRU\ WR WKH 7UXVWHH QRWLI\ WKH 7UXVWHH LQ ZULWLQJ RI VXFK 5HGHPSWLRQ DWH DQG RI WKH

6WDWHG 0DWXULWLHV DQG SULQFLSDO DPRXQWV RI RQGV WR EH UHGHHPHG I OHVV WKDQ DOO WKH RQGV 2XWVWDQGLQJ RI

D 6WDWHG 0DWXULW\ RI WKH RQGV DUH WR EH UHGHHPHG WKH SDUWLFXODU RQGV RI VXFK 6WDWHG 0DWXULW\ RI WKH RQGV

WR EH UHGHHPHG ZLOO EH VHOHFWHG QRW PRUH WKDQ GD\ V SULRU WR WKH 5HGHPSWLRQ DWH E\ WKH 7UXVWHH IURP WKH

RQGV 2XWVWDQGLQJ WKDW KDYH QRW SUHYLRXVO\ EHHQ FDOOHG IRU UHGHPSWLRQ E\ VXFK UDQGRP PHWKRG DV WKH

7UXVWHH VKDOO LQ LWV VROH GLVFUHWLRQ GHHP DSSURSULDWH DQG WKDW PD\ SURYLGH IRU WKH VHOHFWLRQ IRU UHGHPSWLRQ RI

SRUWLRQV HTXDO WR RI SULQFLSDO DPRXQW RU DQ LQWHJUDO PXOWLSOH WKHUHRI RI WKH SULQFLSDO RI RQGV RI D

GHQRPLQDWLRQ ODUJHU WKDQ WKH DXWKRUL] HG GHQRPLQDWLRQ RI WKDW RQG

1RWLFH RI 5HGHPSWLRQ 1RWLFH RI UHGHPSWLRQ ZLOO EH JLYHQ E\ WKH 7UXVWHH QRW OHVV WKDQ GD\ V QRU PRUH

WKDQ GD\ V SULRU WR WKH 5HGHPSWLRQ DWH WR 7& 1HLWKHU WKH IDLOXUH WR PDLO DQ\ VXFK QRWLFH QRU DQ\

GHIHFW LQ DQ\ QRWLFH VR PDLOHG ZLOO DIIHFW WKH VXIILFLHQF\ RI VXFK QRWLFH RU WKH UHGHPSWLRQ RWKHUZLVH HIIHFWHG

E\ VXFK QRWLFH

IIHFW RI 5HGHPSWLRQ 1RWLFH RI UHGHPSWLRQ KDYLQJ EHHQ JLYHQ DV DIRUHVDLG WKH RQGV VR WR EH UHGHHPHG

ZLOO RQ WKH 5HGHPSWLRQ DWH EHFRPH GXH DQG SD\ DEOH DW WKH 5HGHPSWLRQ 3ULFH WKHUHLQ VSHFLILHG DQG IURP

DQG DIWHU VXFK GDWH XQOHVV WKH LVWULFW VKDOO GHIDXOW LQ WKH SD\ PHQW RI WKH 5HGHPSWLRQ 3ULFH VXFK RQGV ZLOO

FHDVH WR EHDU LQWHUHVW 8SRQ VXUUHQGHU RI DQ\ VXFK RQG IRU UHGHPSWLRQ LQ DFFRUGDQFH ZLWK VDLG QRWLFH VXFK

RQG ZLOO EH SDLG E\ WKH LVWULFW DW WKH 5HGHPSWLRQ 3ULFH EXW VROHO\ IURP WKH VRXUFHV SURYLGHG WKHUHLQ

3/$ 1 2) 5() 81', 1*

7KH SURFHHGV IURP WKH VDOH RI WKH RQGV UHPDLQLQJ DIWHU SD\ PHQW RI WKH FRVWV RI LVVXDQFH DORQJ ZLWK FHUWDLQ

DPRXQWV FRQWULEXWHG E\ WKH LVWULFW IRU VXFK SXUSRVH ZLOO EH WUDQVIHUUHG WR WKH 6HULHV 7UXVWHH DQG KHOG

LQ WUXVW WR EH DSSOLHG WR SD\ PHQW RI SULQFLSDO RI DQG LQWHUHVW RQ WKH RQGV HLQJ 5HIXQGHG GHVFULEHG EHORZ

ZLWKRXW SUHPLXP

3ULQFLSDO RQGV

VVXH 0DWXULW\ PRXQW HLQJ 5HGHPSWLRQ 86,3

6HULHV DWH RXSRQ 2XWVWDQGLQJ 5HIXQGHG DWH 1R

a)

Subject to change. 

a)  7HUP RQG ZLWK D ILQDO PDWXULW\ RI XO\

I WKH PRQH\ V KHOG E\ WKH 6HULHV 7UXVWHH DUH QRW VXIILFLHQW WR SD\ WKH SULQFLSDO RI DQG LQWHUHVW RQ WKH

RQGV HLQJ 5HIXQGHG WKH LVWULFW ZLOO UHPDLQ OLDEOH IRU SD\ PHQW RI WKH RQGV HLQJ 5HIXQGHG 7KH DG

YDORUHP SURSHUW\ WD[ WR EH OHYLHG IRU WKH SD\ PHQW RI WKH RQGV LV XQOLPLWHG DV WR UDWH EXW OLPLWHG LQ DPRXQW

VR WKDW WKH DJJUHJDWH RI WD[ HV OHYLHG WR SD\ SULQFLSDO RI DQG LQWHUHVW RQ WKH RQGV ZLOO QRW H[ FHHG WKH WRWDO

DJJUHJDWH SULQFLSDO DQG LQWHUHVW WR EHFRPH GXH RQ WKH RQGV HLQJ 5HIXQGHG IURP WKH GDWH RI LVVXDQFH RI

WKH RQGV WR WKH ILQDO GDWH RI PDWXULW\ RI WKH RQGV HLQJ 5HIXQGHG 7KH 5HIXQGLQJ FW SURYLGHV WKDW WKH

LVVXDQFH RI WKH RQGV LQ QR ZD\ LQIULQJHV XSRQ WKH ULJKWV RI KROGHUV RI WKH RQGV HLQJ 5HIXQGHG WR UHO\

XSRQ D WD[ OHY\ IRU WKH SD\ PHQW RI SULQFLSDO RI DQG LQWHUHVW RQ WKH RQGV HLQJ 5HIXQGHG LI WKH PRQH\ V KHOG

E\ WKH 6HULHV 7UXVWHH SURYH LQVXIILFLHQW WR UHIXQG WKH RQGV HLQJ 5HIXQGHG 7KH 5HIXQGLQJ FW

IXUWKHU SURYLGHV WKDW RZQHUV RI WKH RQGV PXVW UHO\ XSRQ WKH VXIILFLHQF\ RI WKH PRQH\ V KHOG E\ WKH 6HULHV



7UXVWHH IRU WKH RQGV HLQJ 5HIXQGHG 6HH 6(&85,7< 25 1' 6285&(6 2) 3$< 0(17 2)

7+( 21' 6

6(& 85,7< 25 1' 6285&(6 2) 3$<0(17 2) 7+( 21' 6

HQHUDO

IWHU WKH RQGV DUH LVVXHG WKH QDEOLQJ FW DQG 5HIXQGLQJ FW UHTXLUH WKDW WKH RDUG DQQXDOO\ OHY\ DQG

FDXVH DQ DG YDORUHP WD[ WR EH FROOHFWHG RQ DOO WD[ DEOH SURSHUW\ LQ WKH ERXQGDULHV RI WKH LVWULFW VXIILFLHQW

WRJHWKHU ZLWK PRQH\ V IURP WKH VRXUFHV GHVFULEHG LQ WKH QDEOLQJ FW DQG ZKLFK PD\ EH DYDLODEOH SXUVXDQW

WR WKH QGHQWXUH LQFOXGLQJ WKH 6WDQGE\ RQWULEXWLRQ JUHHPHQW DQG WKH HSRVLWRU\ JUHHPHQW WR SD\ HEW

6HUYLFH ZKHQ GXH SURYLGHG KRZHYHU WKDW WKH WRWDO DJJUHJDWH RI WD[ HV OHYLHG WR SD\ SULQFLSDO RI DQG LQWHUHVW

RQ WKH RQGV LQ WKH DJJUHJDWH VKDOO QRW H[ FHHG WKH WRWDO DJJUHJDWH SULQFLSDO DQG LQWHUHVW WR EHFRPH GXH RQ WKH

RQGV HLQJ 5HIXQGHG IURP WKH GDWH RI LVVXDQFH RI WKH RQGV WR WKH ILQDO GDWH RI PDWXULW\ RI WKH RQGV

HLQJ 5HIXQGHG 6XEMHFW WR VXFK OLPLWDWLRQ VXFK WD[ HV DUH WR EH OHYLHG DVVHVVHG DQG FROOHFWHG DW WKH VDPH

WLPH DQG LQ WKH VDPH PDQQHU DV RWKHU WD[ HV DUH OHYLHG DVVHVVHG DQG FROOHFWHG 7KH SURFHHGV RI WKH WD[ HV ZLOO

EH NHSW LQ WKH 7D[ FFRXQW DQG ZLOO EH XVHG RQO\ IRU WKH SD\ PHQW RI SULQFLSDO DQG LQWHUHVW DV DERYH VWDWHG

ROORZLQJ FROOHFWLRQ DQG GHSRVLW RI WKH WD[ HV LQ WKH 7D[ FFRXQW PRQH\ V FUHGLWHG WR WKH 7D[ FFRXQW ZLOO

EH LQYHVWHG LQ DFFRUGDQFH ZLWK WKH SURYLVLRQV RI 6WDWH ODZ

V GHVFULEHG XQGHU WKH KHDGLQJ 3/$ 1 2) 5() 81', 1* WKH QHW SURFHHGV RI WKH VDOH RI WKH RQGV DQG

DQ\ DPRXQWV FRQWULEXWHG E\ WKH LVWULFW IRU VXFK SXUSRVH ZLOO EH WUDQVIHUUHG WR WKH 6HULHV 7UXVWHH WR EH

DSSOLHG WR SD\ PHQW RI SULQFLSDO RI SUHPLXP LI DQ\ DQG LQWHUHVW RQ WKH RQGV HLQJ 5HIXQGHG 7KH RZQHUV

RI WKH RQGV PXVW UHO\ XSRQ WKH VXIILFLHQF\ RI VXFK DPRXQW IRU WKH SD\ PHQW RI WKH RQGV HLQJ 5HIXQGHG

7KH LVVXDQFH RI WKH RQGV ZLOO LQ QR ZD\ LQIULQJH XSRQ WKH ULJKWV RI WKH KROGHUV RI WKH RQGV HLQJ

5HIXQGHG WR UHO\ XSRQ D WD[ OHY\ IRU WKH SD\ PHQW RI SULQFLSDO RI DQG LQWHUHVW RQ WKH RQGV HLQJ 5HIXQGHG LI

DPRXQWV KHOG E\ WKH 6HULHV 7UXVWHH SURYH LQVXIILFLHQW WR UHIXQG WKH RQGV HLQJ 5HIXQGHG 6HH

6(& 85,7< 25 1' 6285&(6 2) 3$<0(17 2) 7+( 21' 6 Ad Valorem 3URSHUW\ 7D[ DWLRQ LQ

WKH LVWULFW HQHUDO 2EOLJDWLRQ RQGHG QGHEWHGQHVV WR EH 2XWVWDQGLQJ´ DQG 29(5/$ 33,1*

7,21$/ 29(5/$ 33,1* 1' 27+(5 1'(%7(' 1(66 GGLWLRQDO HQHUDO 2EOLJDWLRQ RQGHG

QGHEWHGQHVV RI WKH LVWULFW

7KH LVWULFW DQG WKH 7UXVWHH ZLOO DFNQRZOHGJH SXUVXDQW WR WKH QGHQWXUH WKDW VXEMHFW WR WKH OLPLWDWLRQV RI WKH

5HIXQGLQJ FW ZLWK UHVSHFW WR WKH RQGV WKH RQGV DQG DQ\ JHQHUDO REOLJDWLRQ ERQGV DQG RWKHU JHQHUDO

REOLJDWLRQ UHIXQGLQJ ERQGV RI WKH LVWULFW KHUHDIWHU LVVXHG ZLOO EH SD\ DEOH RQ D SDULW\ EDVLV ZLWK UHVSHFW WR

WKH FROOHFWLRQ DQG DSSOLFDWLRQ RI SURSHUW\ WD[ UHYHQXHV RI WKH LVWULFW DQG WKDW VXFK SURSHUW\ WD[ HV ZLOO EH

DOORFDWHG WR HDFK VHULHV RI ERQGV LQ DFFRUGDQFH ZLWK DQ\ GHEW VHUYLFH WKHQ GXH DQG LQ HLWKHU FDVH WDNLQJ LQWR

DFFRXQW RWKHU IXQGV KHOG E\ WKH LVWULFW IRU VXFK SD\ PHQW 3URSHUW\ WD[ UHYHQXHV DOORFDWHG IRU DQ\ VHULHV RI

ERQGV ZLOO EH GHSRVLWHG LQWR WKH DSSOLFDEOH IXQG RU DFFRXQW VHW DVLGH IRU VXFK VHULHV

HEW 6HUYLFH RQ WKH RQGV DOVR ZLOO EH SD\ DEOH IURP DPRXQWV SDLG SXUVXDQW WR WKH 6WDQGE\ RQWULEXWLRQ

JUHHPHQW ZKLFK DPRXQWV ZLOO EH SDLG WR WKH 7UXVWHH DW WKH WLPHV DQG IRU WKH SHULRG VHW IRUWK LQ WKH 6WDQGE\

RQWULEXWLRQ JUHHPHQW 7KH 6WDQGE\ RQWULEXWLRQ JUHHPHQW PD\ EH WHUPLQDWHG XQGHU FHUWDLQ

FLUFXPVWDQFHV SULRU WR WKH ILQDO PDWXULW\ RI WKH RQGV 6HH 7KH 6WDQGE\ RQWULEXWLRQ JUHHPHQW´ EHORZ

W LV H[ SHFWHG WKDW EDVHG RQ DQWLFLSDWHG GHYHORSPHQW DV GHVFULEHG KHUHLQ XQGHU WKH KHDGLQJ 1'

9(/ 230(17 7+( 9(/ 23( 5 DQG HYHORSPHQW WKH DPRXQW RI DG YDORUHP WD[ HV WR EH

FROOHFWHG IURP HDU WR HDU DW D WD[ UDWH RI SHU RI 1HW VVHVVHG 3URSHUW\ 9DOXH IRU 6HFRQGDU\ 7D[

3XUSRVHV RQ DOO WD[ DEOH SURSHUW\ WKHQ ZLWKLQ WKH ERXQGDULHV RI WKH LVWULFW PD\ HDFK HDU SD\ DQ LQFUHDVLQJ

DPRXQW RI HEW 6HUYLFH DQG XOWLPDWHO\ PD\ EH VXIILFLHQW DORQH WR SD\ HEW 6HUYLFH



Q WKH HYHQW WKH HYHORSHU IDLOV WR SD\ DPRXQWV GXH SXUVXDQW WR WKH 6WDQGE\ RQWULEXWLRQ JUHHPHQW HEW

6HUYLFH EXW QRW GHEW VHUYLFH ZLWK UHVSHFW WR DQ\ VXEVHTXHQWO\ LVVXHG ERQGV RI WKH LVWULFW PD\ DOVR EH

SD\ DEOH IURP WKH VWDWHG DPRXQW RI WKH HWWHU RI UHGLW ZKLFK ZLOO EH GUDZQ DQG KHOG SXUVXDQW WR WKH

HSRVLWRU\ JUHHPHQW DQG WKHQ XQGHU FHUWDLQ FLUFXPVWDQFHV SDLG WR WKH 7UXVWHH IRU VXFK SXUSRVH DW WKH

WLPHV DQG LQ WKH DPRXQWV VHW IRUWK LQ WKH HSRVLWRU\ JUHHPHQW 7KH HSRVLWRU\ JUHHPHQW PD\ EH

WHUPLQDWHG XQGHU FHUWDLQ FLUFXPVWDQFHV SULRU WR WKH ILQDO PDWXULW\ RI WKH RQGV 6HH 7KH HSRVLWRU\

JUHHPHQW´ EHORZ

7KH DPRXQWV DYDLODEOH WR EH KHOG SXUVXDQW WR WKH HSRVLWRU\ JUHHPHQW ZLOO QRW EH VXEMHFW WR

UHSOHQLVKPHQW IURP DQ\ VRXUFHV LI VXFK DPRXQWV DUH DSSOLHG DV GHVFULEHG KHUHLQDERYH

Investment in the Bonds involves certain risks that each prospective investor should consider prior to

investing.  See “ RISK FACTORS.” 

1(,7+( 5 7+( 8// 7+ 1' 5(', 7 125 7+( 1(5$/ 7$;, 1* 32:( 5 2) 7+(

72: 1 7+( 67$7( 25 1< 32/, 7,&$/ 68%',9,6,21 7+( 5(2) 27+(5 7+$1 7+(

675,&7 6 3/('*(' 72 7+( 3$<0(17 2) 7+( 21' 6 7+( 21' 6

2%/,*$7,216 2) 7+( 675,&7 21/< 121( 2) 7+( 72: 1 7+( 67$7( 25 1<

32/, 7,&$/ 68%',9,6,21 7+( 5(2) 27+(5 7+$1 7+( 675,&7 9( 1<

2%/,*$7,21 7+ 5(63(& 7 72 7 6( 59,&( 25 7+( 21' 6

G 9DORUHP 3URSHUW\ 7D[ DWLRQ LQ WKH LVWULFW

7D[ HV OHYLHG IRU WKH PDLQWHQDQFH DQG RSHUDWLRQ RI FRXQWLHV FLWLHV WRZQV VFKRRO GLVWULFWV FRPPXQLW\

FROOHJH GLVWULFWV DQG WKH 6WDWH DUH SULPDU\ WD[ HV 7KH 6WDWH GRHV QRW FXUUHQWO\ OHY\ DG YDORUHP WD[ HV 7D[ HV

OHYLHG IRU SD\ PHQW RI ERQGV OLNH WKH RQGV YRWHU DSSURYHG EXGJHW RYHUULGHV DQG WKH PDLQWHQDQFH DQG

RSHUDWLRQ RI VSHFLDO VHUYLFH GLVWULFWV VXFK DV WKH LVWULFW VDQLWDU\ ILUH URDG LPSURYHPHQW DQG MRLQW

WHFKQRORJLFDO HGXFDWLRQ GLVWULFWV DUH VHFRQGDU\ WD[ HV 6HH 3ULPDU\ 7D[ HV´ DQG 6HFRQGDU\ 7D[ HV´ EHORZ

Taxable Property

5HDO SURSHUW\ DQG LPSURYHPHQWV DQG SHUVRQDO SURSHUW\ DUH HLWKHU YDOXHG E\ WKH VVHVVRU RI 3LPD RXQW\

UL] RQD WKH RXQW\´ RU WKH UL] RQD HSDUWPHQW RI 5HYHQXH 3URSHUW\ YDOXHG E\ WKH VVHVVRU RI WKH

RXQW\ LV UHIHUUHG WR DV ORFDOO\ DVVHVVHG´ SURSHUW\ DQG JHQHUDOO\ HQFRPSDVVHV UHVLGHQWLDO DJULFXOWXUDO DQG

WUDGLWLRQDO FRPPHUFLDO DQG LQGXVWULDO SURSHUW\ 3URSHUW\ YDOXHG E\ WKH HSDUWPHQW RI 5HYHQXH LV UHIHUUHG WR

DV FHQWUDOO\ YDOXHG´ SURSHUW\ DQG JHQHUDOO\ LQFOXGHV ODUJH PLQH DQG XWLOLW\ HQWLWLHV

RFDOO\ DVVHVVHG SURSHUW\ LV DVVLJQHG WZR YDOXHV IXOO FDVK YDOXH DQG OLPLWHG SURSHUW\ YDOXH HQWUDOO\

YDOXHG SURSHUW\ LV DVVLJQHG RQH YDOXH IXOO FDVK YDOXH

Full Cash Value

XOO FDVK YDOXH XOO DVK 9DOXH´ LV VWDWXWRULO\ GHILQHG WR PHDQ WKDW YDOXH GHWHUPLQHG DV SUHVFULEHG E\

VWDWXWH´ RU LI QR VWDWXWRU\ PHWKRG LV SUHVFULEHG LW LV V\ QRQ\ PRXV ZLWK PDUNHW YDOXH ZKLFK PHDQV WKDW

HVWLPDWH RI YDOXH WKDW LV GHULYHG DQQXDOO\ E\ XVLQJ VWDQGDUG DSSUDLVDO PHWKRGV DQG WHFKQLTXHV ZKLFK

JHQHUDOO\ LQFOXGH WKH PDUNHW DSSURDFK WKH FRVW DSSURDFK DQG WKH LQFRPH DSSURDFK Q YDOXLQJ ORFDOO\

DVVHVVHG SURSHUW\ WKH VVHVVRU RI WKH RXQW\ JHQHUDOO\ XVHV D FRVW DSSURDFK WR YDOXH FRPPHUFLDO LQGXVWULDO

SURSHUW\ DQG D PDUNHW DSSURDFK WR YDOXH UHVLGHQWLDO SURSHUW\ Q YDOXLQJ FHQWUDOO\ YDOXHG SURSHUW\ WKH

UL] RQD HSDUWPHQW RI 5HYHQXH EHJLQV JHQHUDOO\ ZLWK LQIRUPDWLRQ SURYLGHG E\ WD[ SD\ HUV DQG WKHQ DSSOLHV

SURFHGXUHV SURYLGHG E\ 6WDWH ODZ 6WDWH ODZ DOORZV WD[ SD\ HUV WR DSSHDO VXFK XOO DVK 9DOXHV E\ SURYLGLQJ

HYLGHQFH RI D ORZHU YDOXH ZKLFK PD\ EH EDVHG XSRQ DQRWKHU YDOXDWLRQ DSSURDFK



XOO DVK 9DOXH LV XVHG DV WKH EDVLV IRU OHY\ LQJ WD[ HV ERWK SULPDU\ DQG VHFRQGDU\ RQ FHQWUDOO\ YDOXHG

SURSHUW\ DQG SHUVRQDO SURSHUW\ H[ FHSW PRELOH KRPHV XOO DVK 9DOXH LV DOVR XVHG DV WKH FHLOLQJ IRU

GHWHUPLQLQJ LPLWHG 3URSHUW\ 9DOXH DV GHILQHG EHORZ DQG DV WKH EDVLV IRU GHWHUPLQLQJ FRQVWLWXWLRQDO DQG

VWDWXWRU\ GHEW OLPLWV IRU FHUWDLQ SROLWLFDO VXEGLYLVLRQV LQ UL] RQD 8QOLNH LPLWHG 3URSHUW\ 9DOXH LQFUHDVHV

LQ XOO DVK 9DOXH DUH QRW OLPLWHG

Limited Property Value

LPLWHG SURSHUW\ YDOXH LPLWHG 3URSHUW\ 9DOXH´ LV D SURSHUW\ YDOXH GHWHUPLQHG SXUVXDQW WR WKH UL] RQD

RQVWLWXWLRQ DQG WKH UL] RQD 5HYLVHG 6WDWXWHV RU ORFDOO\ DVVHVVHG SURSHUW\ LQ H[ LVWHQFH LQ WKH SULRU HDU

WKDW GLG QRW XQGHUJR PRGLILFDWLRQ WKURXJK FRQVWUXFWLRQ GHVWUXFWLRQ VSOLW RU FKDQJH LQ XVH LQFOXGLQJ WKDW IRU

PRELOH KRPHV LPLWHG 3URSHUW\ 9DOXH LV OLPLWHG WR WKH OHVVHU RI XOO DVK 9DOXH RU DQ DPRXQW JUHDWHU

WKDQ LPLWHG 3URSHUW\ 9DOXH GHWHUPLQHG IRU WKH SULRU HDU

LPLWHG 3URSHUW\ 9DOXH LV XVHG DV WKH EDVLV IRU OHY\ LQJ WD[ HV ERWK SULPDU\ DQG VHFRQGDU\ RQ ORFDOO\

DVVHVVHG SURSHUW\ 8QOLNH XOO DVK 9DOXH LQFUHDVHV LQ LPLWHG 3URSHUW\ 9DOXH DUH OLPLWHG DV GHVFULEHG LQ

WKH SULRU SDUDJUDSK DQG XQGHU WKH KHDGLQJ 3ULPDU\ 7D[ HV´ EHORZ

Property Classification and Assessment Ratios

OO SURSHUW\ ERWK UHDO DQG SHUVRQDO LV DVVLJQHG D FODVVLILFDWLRQ GHILQHG E\ SURSHUW\ XVH DQG UHODWHG

DVVHVVPHQW UDWLR WKDW LV PXOWLSOLHG E\ WKH LPLWHG 3URSHUW\ 9DOXH RU XOO DVK 9DOXH RI WKH SURSHUW\ DV

DSSOLFDEOH WR REWDLQ WKH LPLWHG VVHVVHG 3URSHUW\ 9DOXH´ DQG WKH XOO DVK VVHVVHG 9DOXH

UHVSHFWLYHO\ 6XFK YDOXHV DUH WKHQ PXOWLSOLHG E\ WKH UHOHYDQW WD[ LQJ MXULVGLFWLRQ¶ V SULPDU\ DQG VHFRQGDU\ WD[

UDWHV WR GHWHUPLQH HDFK SURSHUW\ RZQHU¶V SURSHUW\ WD[ OLDELOLW\

7KH DVVHVVPHQW UDWLRV IRU HDFK SURSHUW\ FODVVLILFDWLRQ DUH VHW IRUWK E\ WD[ HDU LQ WKH IROORZLQJ WDEOH

7$%/(

3URSHUW\ 7D[ VVHVVPHQW 5DWLRV 7D[ HDU

3URSHUW\ ODVVLILFDWLRQ
a)

0LQLQJ XWLOLWLHV FRPPHUFLDO DQG LQGXVWULDO

JULFXOWXUH DQG YDFDQW ODQG

2ZQHU RFFXSLHG UHVLGHQWLDO

HDVHG RU UHQWHG UHVLGHQWLDO

5DLOURDG SULYDWH FDU FRPSDQ\ DQG DLUOLQH

IOLJKW SURSHUW\
b)

a) $ GGLWLRQDO FODVVHV RI SURSHUW\ H[ LVW EXW VHOGRP DPRXQW WR D VLJQLILFDQW SRUWLRQ RI D PXQLFLSDO ERG\¶ V

WRWDO YDOXDWLRQ

b) 7KLV SHUFHQWDJH LV GHWHUPLQHG DQQXDOO\ SXUVXDQW WR 6HFWLRQ UL] RQD 5HYLVHG 6WDWXWHV

6RXUFH State and County Abstract of the Assessment Roll, $ UL] RQD HSDUWPHQW RI 5HYHQXH WKH

3URSHUW\ 7D[ EVWUDFW´ 1RWH WKDW 1HW VVHVVHG 3URSHUW\ 9DOXH IRU 6HFRQGDU\ 7D[ 3XUSRVHV

DV GHILQHG KHUHLQ LV GHVFULEHG DV 1HW VVHVVHG 9DOXH´ LQ WKH 3URSHUW\ 7D[ EVWUDFW



Primary Taxes

3ULPDU\ WD[ HV DUH OHYLHG DJDLQVW 1HW LPLWHG VVHVVHG 3URSHUW\ 9DOXH´ RI ORFDOO\ DVVHVVHG SURSHUW\ DQG

DJDLQVW 1HW XOO DVK VVHVVHG 9DOXH´ RI FHQWUDOO\ YDOXHG SURSHUW\ 1HW LPLWHG VVHVVHG 3URSHUW\ 9DOXH

DQG 1HW XOO DVK VVHVVHG 9DOXH DUH GHWHUPLQHG E\ H[ FOXGLQJ WKH YDOXH RI SURSHUW\ H[ HPSW IURP WD[ DWLRQ

IURP LPLWHG VVHVVHG 3URSHUW\ 9DOXH DQG XOO DVK VVHVVHG 9DOXH UHVSHFWLYHO\

7KH SULPDU\ WD[ HV OHYLHG E\ HDFK FRXQW\ FLW\ WRZQ DQG FRPPXQLW\ FROOHJH GLVWULFW DUH FRQVWLWXWLRQDOO\

OLPLWHG WR D PD[ LPXP LQFUHDVH RI RYHU WKH PD[ LPXP DOORZDEOH SULRU HDU¶V OHY\ OLPLW SOXV DQ\ WD[ HV RQ

SURSHUW\ QRW VXEMHFW WR WD[ DWLRQ LQ WKH SUHFHGLQJ HDU H J QHZ FRQVWUXFWLRQ DQG SURSHUW\ EURXJKW LQWR WKH

MXULVGLFWLRQ EHFDXVH RI DQQH[ DWLRQ 7KH OLPLWDWLRQ GRHV QRW DSSO\ WR SULPDU\ WD[ HV OHYLHG RQ EHKDOI RI

VFKRRO GLVWULFWV

3ULPDU\ WD[ HV RQ UHVLGHQWLDO SURSHUW\ RQO\ DUH FRQVWLWXWLRQDOO\ OLPLWHG WR RI WKH LPLWHG 3URSHUW\ 9DOXH

RI VXFK SURSHUW\ 7KLV FRQVWLWXWLRQDO OLPLWDWLRQ RQ UHVLGHQWLDO SULPDU\ WD[ OHYLHV LV LPSOHPHQWHG E\ UHGXFLQJ

WKH VFKRRO GLVWULFW¶V WD[ HV 7R RIIVHW WKH HIIHFWV RI UHGXFHG VFKRRO GLVWULFW SURSHUW\ WD[ HV WKH 6WDWH

FRPSHQVDWHV WKH VFKRRO GLVWULFW E\ SURYLGLQJ DGGLWLRQDO 6WDWH DLG

Secondary Taxes

6HFRQGDU\ WD[ HV DUH OHYLHG DJDLQVW 1HW LPLWHG VVHVVHG 3URSHUW\ 9DOXH RI ORFDOO\ DVVHVVHG SURSHUW\ DQG

DJDLQVW 1HW XOO DVK VVHVVHG 9DOXH RI FHQWUDOO\ YDOXHG SURSHUW\ WRJHWKHU 1HW VVHVVHG 3URSHUW\ 9DOXH

IRU 6HFRQGDU\ 7D[ 3XUSRVHV´ 7KHUH LV QR FRQVWLWXWLRQDO RU VWDWXWRU\ OLPLWDWLRQ RQ DQQXDO OHYLHV IRU YRWHU

DSSURYHG ERQG LQGHEWHGQHVV DQG RYHUULGHV DQG FHUWDLQ VSHFLDO GLVWULFW DVVHVVPHQWV

Tax Procedures

7KH 6WDWH WD[ HDU KDV EHHQ GHILQHG DV WKH FDOHQGDU HDU QRWZLWKVWDQGLQJ WKH IDFW WKDW WD[ SURFHGXUHV EHJLQ

SULRU WR DQXDU\ RI WKH WD[ HDU DQG FRQWLQXH WKURXJK 0D\ RI WKH VXFFHHGLQJ FDOHQGDU HDU

2Q RU EHIRUH WKH WKLUG 0RQGD\ LQ XJXVW HDFK HDU WKH RDUG RI 6XSHUYLVRUV RI WKH RXQW\ SUHSDUHV WKH WD[

UROO VHWWLQJ IRUWK FHUWDLQ YDOXDWLRQV E\ WD[ LQJ GLVWULFW RI DOO SURSHUW\ LQ WKH RXQW\ VXEMHFW WR WD[ DWLRQ 7KH

VVHVVRU RI WKH RXQW\ LV UHTXLUHG WR FRPSOHWH WKH DVVHVVPHQW UROO E\ HFHPEHU WK RI WKH HDU SULRU WR WKH

OHY\ 7KLV WD[ UROO DOVR VKRZV WKH YDOXDWLRQ DQG FODVVLILFDWLRQ RI HDFK SDUFHO RI ODQG ORFDWHG ZLWKLQ WKH

RXQW\ IRU WKH WD[ HDU 7KH WD[ UROO LV WKHQ IRUZDUGHG WR WKH 7UHDVXUHU RI WKH RXQW\

LWK WKH YDULRXV EXGJHWDU\ SURFHGXUHV KDYLQJ EHHQ FRPSOHWHG E\ WKH JRYHUQPHQWDO HQWLWLHV WKH DSSURSULDWH

WD[ UDWH IRU HDFK MXULVGLFWLRQ LV WKHQ DSSOLHG WR WKH SDUFHO RI SURSHUW\ LQ RUGHU WR GHWHUPLQH WKH WRWDO WD[ RZHG

E\ HDFK SURSHUW\ RZQHU Q\ VXEVHTXHQW GHFUHDVH LQ WKH YDOXH RI WKH WD[ UROO DV LW H[ LVWHG RQ WKH GDWH RI WKH

WD[ OHY\ GXH WR DSSHDOV RU RWKHU UHDVRQV ZRXOG UHGXFH WKH DPRXQW RI WD[ HV UHFHLYHG E\ HDFK MXULVGLFWLRQ

7KH SURSHUW\ WD[ OLHQ RQ UHDO SURSHUW\ DWWDFKHV RQ DQXDU\ RI WKH HDU WKH WD[ LV OHYLHG 6XFK OLHQ LV SULRU

DQG VXSHULRU WR DOO RWKHU OLHQV DQG HQFXPEUDQFHV RQ WKH SURSHUW\ VXEMHFW WR VXFK WD[ H[ FHSW OLHQV RU

HQFXPEUDQFHV KHOG E\ WKH 6WDWH RU OLHQV IRU WD[ HV DFFUXLQJ LQ DQ\ RWKHU HDUV 6HW IRUWK EHORZ LV D UHFRUG RI

SURSHUW\ WD[ HV OHYLHG DQG FROOHFWHG LQ WKH LVWULFW IRU D SRUWLRQ RI WKH FXUUHQW ILVFDO HDU DQG DOO RI WKH

SUHYLRXV ILYH ILVFDO HDUV



7$%/(

5HDO DQG 6HFXUHG 3URSHUW\ 7D[ HV HYLHG DQG ROOHFWHG a) 

LVFDO

HDU

5HDO DQG

6HFXUHG

3HUVRQDO

3URSHUW\

7D[ HY\

ROOHFWHG WR XQH QG RI

LVFDO HDU

7RWDO ROOHFWLRQV DV RI XJXVW

PRXQW

3HUFHQW RI

7D[ HY\ PRXQW

3HUFHQW RI

7D[ HY\

E E E E

a) 7D[ HV DUH FROOHFWHG E\ WKH 7UHDVXUHU RI WKH RXQW\ 7D[ HV LQ VXSSRUW RI GHEW VHUYLFH DUH OHYLHG E\ WKH

RDUG RI 6XSHUYLVRUV RI WKH RXQW\ DV UHTXLUHG E\ UL] RQD 5HYLVHG 6WDWXWHV HOLQTXHQW WD[ HV DUH

VXEMHFW WR DQ LQWHUHVW DQG SHQDOW\ FKDUJH RI SHU DQQXP ZKLFK LV SURUDWHG DW D PRQWKO\ UDWH RI

QWHUHVW DQG SHQDOW\ FROOHFWLRQV IRU GHOLQTXHQW WD[ HV DUH QRW LQFOXGHG LQ WKH FROOHFWLRQ ILJXUHV

DERYH EXW DUH GHSRVLWHG LQ WKH RXQW\¶ V HQHUDO XQG QWHUHVW DQG SHQDOWLHV ZLWK UHVSHFW WR WKH ILUVW

KDOI WD[ FROOHFWLRQV GHOLQTXHQW 1RYHPEHU DUH ZDLYHG LI WKH IXOO HDU¶V WD[ HV DUH SDLG E\ HFHPEHU

b) WD[ HV LQ FRXUVH RI FROOHFWLRQ

LUVW LQVWDOOPHQW GXH GHOLQTXHQW

6HFRQG LQVWDOOPHQW GXH GHOLQTXHQW

6RXUFH 2IILFH RI WKH 7UHDVXUHU RI WKH RXQW\

Delinquent Tax Procedures

7KH SURSHUW\ WD[ HV GXH WKH LVWULFW DUH ELOOHG DORQJ ZLWK 6WDWH DQG RWKHU WD[ HV HDFK 6HSWHPEHU DQG DUH GXH

DQG SD\ DEOH LQ WZR LQVWDOOPHQWV RQ 2FWREHU DQG 0DUFK DQG EHFRPH GHOLQTXHQW RQ 1RYHPEHU DQG 0D\

UHVSHFWLYHO\ HOLQTXHQW WD[ HV DUH VXEMHFW WR DQ LQWHUHVW SHQDOW\ RI SHU DQQXP SURUDWHG PRQWKO\ DV RI

WKH ILUVW GD\ RI WKH PRQWK HOLQTXHQW LQWHUHVW LV ZDLYHG LI D WD[ SD\ HU GHOLQTXHQW DV WR WKH 1RYHPEHU

SD\ PHQW SD\ V WKH HQWLUH HDU¶V WD[ ELOO E\ HFHPEHU IWHU WKH FORVH RI WKH WD[ FROOHFWLRQ SHULRG WKH

7UHDVXUHU RI WKH RXQW\ SUHSDUHV D GHOLQTXHQW SURSHUW\ WD[ OLVW DQG WKH SURSHUW\ VR OLVWHG LV VXEMHFW WR D WD[

OLHQ VDOH LQ HEUXDU\ RI WKH VXFFHHGLQJ HDU Q WKH HYHQW WKDW WKHUH LV QR SXUFKDVHU IRU WKH WD[ OLHQ DW WKH

VDOH WKH WD[ OLHQ LV DVVLJQHG WR WKH 6WDWH DQG WKH SURSHUW\ LV UHRIIHUHG IRU VDOH IURP WLPH WR WLPH XQWLO VXFK

WLPH DV LW LV VROG VXEMHFW WR UHGHPSWLRQ IRU DQ DPRXQW VXIILFLHQW WR FRYHU DOO GHOLQTXHQW WD[ HV

IWHU WKUHH HDUV IURP WKH VDOH RI WKH WD[ OLHQ WKH WD[ OLHQ FHUWLILFDWH KROGHU PD\ EULQJ DQ DFWLRQ LQ D FRXUW RI

FRPSHWHQW MXULVGLFWLRQ WR IRUHFORVH WKH ULJKW RI UHGHPSWLRQ DQG LI WKH GHOLQTXHQW WD[ HV SOXV DFFUXHG LQWHUHVW

DUH QRW SDLG E\ WKH RZQHU RI UHFRUG RU DQ\ HQWLW\ KDYLQJ D ULJKW WR UHGHHP D MXGJPHQW LV HQWHUHG RUGHULQJ WKH

7UHDVXUHU RI WKH RXQW\ WR GHOLYHU D WUHDVXUHU¶V GHHG WR WKH FHUWLILFDWH KROGHU DV SUHVFULEHG E\ ODZ

Q WKH HYHQW RI EDQNUXSWF\ RI D WD[ SD\ HU SXUVXDQW WR WKH 8QLWHG 6WDWHV DQNUXSWF\ RGH WKH DQNUXSWF\

RGH´ WKH ODZ LV FXUUHQWO\ XQVHWWOHG DV WR ZKHWKHU D OLHQ FDQ DWWDFK DJDLQVW WKH WD[ SD\ HU¶V SURSHUW\ IRU

SURSHUW\ WD[ HV OHYLHG GXULQJ WKH SHQGHQF\ RI EDQNUXSWF\ 6XFK WD[ HV PLJKW FRQVWLWXWH DQ XQVHFXUHG DQG



SRVVLEO\ QRQ LQWHUHVW EHDULQJ DGPLQLVWUDWLYH H[ SHQVH SD\ DEOH RQO\ WR WKH H[ WHQW WKDW WKH VHFXUHG FUHGLWRUV RI D

WD[ SD\ HU DUH RYHUVHFXUHG DQG WKHQ SRVVLEO\ RQO\ RQ WKH SURUDWHG EDVLV ZLWK RWKHU DOORZHG DGPLQLVWUDWLYH

FODLPV W FDQQRW EH GHWHUPLQHG WKHUHIRUH ZKDW DGYHUVH LPSDFW EDQNUXSWF\ PLJKW KDYH RQ WKH DELOLW\ WR

FROOHFW DG YDORUHP WD[ HV RQ SURSHUW\ RI D WD[ SD\ HU ZLWKLQ WKH LVWULFW 3URFHHGV WR SD\ VXFK WD[ HV FRPH RQO\

IURP WKH WD[ SD\ HU RU IURP D VDOH RI WKH WD[ OLHQ RQ GHOLQTXHQW SURSHUW\

KHQ D GHEWRU ILOHV RU LV IRUFHG LQWR EDQNUXSWF\ DQ\ DFW WR REWDLQ SRVVHVVLRQ RI WKH GHEWRU¶V HVWDWH DQ\ DFW

WR FUHDWH RU SHUIHFW DQ\ OLHQ DJDLQVW WKH SURSHUW\ RI WKH GHEWRU RU DQ\ DFW WR FROOHFW DVVHVV RU UHFRYHU D FODLP

DJDLQVW WKH GHEWRU WKDW DURVH EHIRUH WKH FRPPHQFHPHQW RI WKH EDQNUXSWF\ LV VWD\ HG SXUVXDQW WR WKH

DQNUXSWF\ RGH KLOH WKH DXWRPDWLF VWD\ RI D EDQNUXSWF\ FRXUW PD\ QRW SUHYHQW WKH VDOH RI WD[ OLHQV

DJDLQVW WKH UHDO SURSHUW\ RI D EDQNUXSW WD[ SD\ HU WKH MXGLFLDO RU DGPLQLVWUDWLYH IRUHFORVXUH RI D WD[ OLHQ

DJDLQVW WKH UHDO SURSHUW\ RI D GHEWRU ZRXOG EH VXEMHFW WR WKH VWD\ RI EDQNUXSWF\ FRXUW W LV UHDVRQDEOH WR

FRQFOXGH WKDW WD[ VDOH LQYHVWRUV´ PD\ EH UHOXFWDQW WR SXUFKDVH WD[ OLHQV XQGHU VXFK FLUFXPVWDQFHV DQG

WKHUHIRUH WKH WLPHOLQHVV RI WKH SD\ PHQW RI SRVW EDQNUXSWF\ SHWLWLRQ WD[ FROOHFWLRQV EHFRPHV XQFHUWDLQ

W FDQQRW EH GHWHUPLQHG ZKDW LPSDFW DQ\ GHWHULRUDWLRQ RI WKH ILQDQFLDO FRQGLWLRQV RI DQ\ WD[ SD\ HU ZKHWKHU RU

QRW SURWHFWLRQ XQGHU WKH DQNUXSWF\ RGH LV VRXJKW PD\ KDYH RQ SD\ PHQW RI RU WKH VHFRQGDU\ PDUNHW IRU

WKH RQGV 1RQH RI WKH LVWULFW WKH 8QGHUZULWHU WKH LQDQFLDO GYLVRU HDFK DV GHILQHG KHUHLQ RU WKHLU

UHVSHFWLYH DJHQWV RU FRQVXOWDQWV KDV XQGHUWDNHQ DQ\ LQGHSHQGHQW LQYHVWLJDWLRQ RI WKH RSHUDWLRQV DQG ILQDQFLDO

FRQGLWLRQ RI DQ\ WD[ SD\ HU QRU KDYH WKH\ DVVXPHG UHVSRQVLELOLW\ IRU WKH VDPH

Q WKH HYHQW WKH RXQW\ LV H[ SUHVVO\ HQMRLQHG RU SURKLELWHG E\ ODZ IURP FROOHFWLQJ WD[ HV GXH IURP DQ\

WD[ SD\ HU VXFK DV PD\ UHVXOW IURP WKH EDQNUXSWF\ RI D WD[ SD\ HU DQ\ UHVXOWLQJ GHILFLHQF\ FRXOG EH FROOHFWHG

LQ VXEVHTXHQW WD[ HDUV E\ DGMXVWLQJ WKH LVWULFW¶V WD[ UDWH FKDUJHG WR QRQ EDQNUXSW WD[ SD\ HUV GXULQJ VXFK

VXEVHTXHQW WD[ HDUV 6HH 5,6. 7256 DQNUXSWF\ DQG RUHFORVXUH HOD\ V

7$%/(

1HW VVHVVHG 3URSHUW\ 9DOXH IRU 6HFRQGDU\ 7D[ 3XUSRVHV E\ 3URSHUW\ ODVVLILFDWLRQ a) 

4XDLO UHHN RPPXQLW\ DFLOLWLHV LVWULFW

HJDO

ODVV HVFULSWLRQ

RPPHUFLDO LQGXVWULDO XWLOLWLHV PLQHV

JULFXOWXUDO DQG YDFDQW

5HVLGHQWLDO RZQHU RFFXSLHG

5HVLGHQWLDO UHQWDO

7RWDOV b)

a) ' HWHUPLQHG E\ 1HW VVHVVHG 3URSHUW\ 9DOXH IRU 6HFRQGDU\ 7D[ 3XUSRVHV 6HH G 9DORUHP

3URSHUW\ 7D[ DWLRQ LQ WKH LVWULFW LPLWHG 3URSHUW\ 9DOXH´ DQG 6HFRQGDU\ 7D[ HV´ KHUHLQ IRU D

GLVFXVVLRQ RI WKH XVH RI 1HW VVHVVHG 3URSHUW\ 9DOXH IRU 6HFRQGDU\ 7D[ 3XUSRVHV IRU ILVFDO HDUV

DQG WKHUHDIWHU

b) 7RWDOV PD\ QRW DGG XS GXH WR URXQGLQJ

6RXUFH The Property Tax Abstract UL] RQD HSDUWPHQW RI 5HYHQXH DQG Property Tax Rates and Assessed

Values UL] RQD 7D[ 5HVHDUFK VVRFLDWLRQ 1RWH WKDW 1HW VVHVVHG 3URSHUW\ 9DOXH IRU 6HFRQGDU\

7D[ 3XUSRVHV LV GHVFULEHG DV 1HW VVHVVHG 9DOXH´ LQ WKH 3URSHUW\ 7D[ EVWUDFW



7$%/(

1HW XOO DVK VVHVVHG 9DOXH E\ 3URSHUW\ ODVVLILFDWLRQ a) 

4XDLO UHHN RPPXQLW\ DFLOLWLHV LVWULFW

HJDO

ODVV HVFULSWLRQ

RPPHUFLDO LQGXVWULDO XWLOLWLHV

PLQHV

JULFXOWXUDO DQG YDFDQW

5HVLGHQWLDO RZQHU RFFXSLHG

5HVLGHQWLDO UHQWDO

7RWDOV b)

a) ' HWHUPLQHG E\ 1HW XOO DVK VVHVVHG 9DOXH 6HH Ad Valorem Property Taxation in the District

LPLWHG 3URSHUW\ 9DOXH´ DQG 6HFRQGDU\ 7D[ HV´ KHUHLQ IRU D GLVFXVVLRQ RI WKH XVH RI 1HW XOO DVK

VVHVVHG 9DOXH IRU ILVFDO HDUV SULRU WR

b) 7RWDOV PD\ QRW DGG XS GXH WR URXQGLQJ

6RXUFH The Property Tax Abstract UL] RQD HSDUWPHQW RI 5HYHQXH DQG Property Tax Rates and Assessed

Values UL] RQD 7D[ 5HVHDUFK VVRFLDWLRQ 1RWH WKDW 1HW VVHVVHG 3URSHUW\ 9DOXH IRU 6HFRQGDU\

7D[ 3XUSRVHV LV GHVFULEHG DV 1HW VVHVVHG 9DOXH´ LQ WKH 3URSHUW\ 7D[ EVWUDFW



7$%/(

1HW VVHVVHG 3URSHUW\ 9DOXH IRU 6HFRQGDU\ 7D[ 3XUSRVHV RI 0DMRU 7D[ SD\ HUV

4XDLO UHHN RPPXQLW\ DFLOLWLHV LVWULFW

7D[ SD\ HU

1HW

VVHVVHG 3URSHUW\

9DOXH IRU

6HFRQGDU\ 7D[

3XUSRVHV

V 3HUFHQW RI

LVWULFW¶ V

1HW VVHVVHG 3URSHUW\

9DOXH IRU 6HFRQGDU\

7D[ 3XUSRVHV

DQGPDUN 7LWOH 7UXVW 7 a)

3ULYDWH 2ZQHU

3ULYDWH 2ZQHU

3ULYDWH 2ZQHU

HOFRXU 5HYRF 7U

ODQ URXS

3ULYDWH 2ZQHU

3ULYDWH 2ZQHU

3ULYDWH 2ZQHU

3ULYDWH 2ZQHU

7RWDO

6RXUFH 7KH VVHVVRU RI WKH RXQW\

a) 7KH HYHORSHU LV WKH VROH EHQHILFLDU\ RI WKH 7UXVW

7$%/(

RPSDUDWLYH 1HW VVHVVHG 3URSHUW\ 9DOXHV IRU 6HFRQGDU\ 7D[ 3XUSRVHV a) 

4XDLO UHHN RPPXQLW\ DFLOLWLHV LVWULFW

4XDLO UHHN

RPPXQLW\

LVFDO DFLOLWLHV 7RZQ RI 3LPD 6WDWH RI

HDU LVWULFW 6DKXDULWD RXQW\ UL] RQD

a) ' HWHUPLQHG E\ 1HW VVHVVHG 3URSHUW\ 9DOXH IRU 6HFRQGDU\ 7D[ 3XUSRVHV 6HH G 9DORUHP

3URSHUW\ 7D[ DWLRQ LQ WKH LVWULFW LPLWHG 3URSHUW\ 9DOXH´ DQG 6HFRQGDU\ 7D[ HV´ KHUHLQ IRU D

GLVFXVVLRQ RI WKH XVH RI 1HW VVHVVHG 3URSHUW\ 9DOXH IRU 6HFRQGDU\ 7D[ 3XUSRVHV IRU ILVFDO HDUV

DQG WKHUHDIWHU

6RXUFH Property Tax Rates Assessed Values UL] RQD 7D[ 5HVHDUFK VVRFLDWLRQ DQG the Property Tax

Abstract, UL] RQD HSDUWPHQW RI 5HYHQXH 1RWH WKDW 1HW VVHVVHG 3URSHUW\ 9DOXH IRU 6HFRQGDU\

7D[ 3XUSRVHV LV GHVFULEHG DV 1HW VVHVVHG 9DOXH´ LQ WKH 3URSHUW\ 7D[ EVWUDFW



7$%/(

RPSDUDWLYH 1HW XOO DVK VVHVVHG 9DOXHV a) 

4XDLO UHHN RPPXQLW\ DFLOLWLHV LVWULFW

4XDLO UHHN

RPPXQLW\

LVFDO DFLOLWLHV 7RZQ RI 3LPD 6WDWH RI

HDU LVWULFW 6DKXDULWD RXQW\ UL] RQD

a) Determined by Net Full Cash Assessed Value.  See “ Ad Valorem Property Taxation in the District

Limited Property Value” and – “ Secondary Taxes” herein for a discussion of the use of Net Full

Cash Assessed Value for fiscal years prior to 2015/16.  

6RXUFH Property Tax Rates Assessed Values UL] RQD 7D[ 5HVHDUFK VVRFLDWLRQ DQG the Property Tax

Abstract, UL] RQD HSDUWPHQW RI 5HYHQXH 1RWH WKDW 1HW VVHVVHG 3URSHUW\ 9DOXH IRU 6HFRQGDU\

7D[ 3XUSRVHV LV GHVFULEHG DV 1HW VVHVVHG 9DOXH´ LQ WKH 3URSHUW\ 7D[ EVWUDFW

7$%/(

VWLPDWHG 1HW XOO DVK 9DOXH LVWRU\

4XDLO UHHN RPPXQLW\ DFLOLWLHV LVWULFW

VWLPDWHG

LVFDO 1HW XOO DVK

HDU 9DOXH a)

a) ( VWLPDWHG 1HW XOO DVK 9DOXH LV WKH WRWDO PDUNHW YDOXH RI WKH SURSHUW\ ZLWKLQ WKH LVWULFW OHVV WKH

HVWLPDWHG XOO DVK 9DOXH RI SURSHUW\ H[ HPSW IURP WD[ DWLRQ ZLWKLQ WKH LVWULFW

6RXUFH The Property Tax Abstract, UL] RQD HSDUWPHQW RI 5HYHQXH 1RWH WKDW 1HW VVHVVHG 3URSHUW\

9DOXH IRU 6HFRQGDU\ 7D[ 3XUSRVHV LV GHVFULEHG DV 1HW VVHVVHG 9DOXH´ LQ WKH 3URSHUW\ 7D[

EVWUDFW



General Obligation Bonded Indebtedness to be Outstanding.   

ROORZLQJ WKH LVVXDQFH RI WKH RQGV DQG DSSOLFDWLRQ RI WKH SURFHHGV DV GHVFULEHG XQGHU 3/$ 1 2)

5() 81', 1* WKH LVWULFW ZLOO KDYH QR JHQHUDO REOLJDWLRQ ERQGV RXWVWDQGLQJ RWKHU WKDQ WKH RQGV

RZHYHU WKH RZQHUV RI WKH RQGV PXVW UHO\ XSRQ WKH VXIILFLHQF\ RI WKH DPRXQW WUDQVIHUUHG WR WKH 6HULHV

7UXVWHH IRU WKH SD\ PHQW RI WKH RQGV HLQJ 5HIXQGHG 7KH 5HIXQGLQJ FW SURYLGHV WKDW WKH LVVXDQFH

RI WKH RQGV ZLOO LQ QR ZD\ LQIULQJH XSRQ WKH ULJKWV RI WKH KROGHUV RI WKH RQGV HLQJ 5HIXQGHG WR UHO\ XSRQ

D WD[ OHY\ IRU WKH SD\ PHQW RI SULQFLSDO RI DQG LQWHUHVW RQ WKH RQGV HLQJ 5HIXQGHG LI DPRXQWV KHOG E\ WKH

6HULHV 7UXVWHH SURYH LQVXIILFLHQW WR UHIXQG WKH RQGV HLQJ 5HIXQGHG 6HH 6(& 85,7< 25 1'

6285&(6 2) 3$<0(17 2) 7+( 21' 6

7$%/(

67,0$7(' 7 6( 59,&( 5(48,5(0(176 D

Subject to change.

a) Prepared by Stifel, Nicolaus & Company, Incorporated (the “ Financial Advisor”). 

b) Net of Bonds Being Refunded. 

c) Interest is estimated at 4.0%.

d) The first interest payment on the Bonds will be due on July 15, 2017.  Thereafter, interest payments

will be made semiannually on January 15 and July 15 until maturity or prior redemption.

7RWDO

LVFDO ( VWLPDWHG

HDU % RQGV 2XWVWDQGLQJ b) 7KH RQGV QQXDO

QGLQJ HEW 6HUYLFH

XO\ 3ULQFLSDO , QWHUHVW 3ULQFLSDO , QWHUHVW c) 5HTXLUHPHQWV

d)



7KH 6WDQGE\ RQWULEXWLRQ JUHHPHQW

3XUVXDQW WR WKH 6WDQGE\ RQWULEXWLRQ JUHHPHQW LQ DQ\ LVFDO HDU SULRU WR WHUPLQDWLRQ RI WKH 6WDQGE\

RQWULEXWLRQ JUHHPHQW VR ORQJ DV WKH LVWULFW KDV ZLWK UHVSHFW WR DQ\ QWHUHVW 3D\ PHQW DWH RFFXUULQJ RQ

DQXDU\ OHYLHG IRU WKDW LVFDO HDU D WD[ UDWH RI DW OHDVW SHU RI 1HW VVHVVHG 3URSHUW\ 9DOXH

IRU 6HFRQGDU\ 7D[ 3XUSRVHV DQG ZLWK UHVSHFW WR DQ\ QWHUHVW 3D\ PHQW DWH RFFXUULQJ RQ XO\ OHYLHG VXFK

WD[ UDWH IRU WKH LPPHGLDWHO\ SUHFHGLQJ LVFDO HDU SURYLGHG KRZHYHU WKDW WKH WD[ UDWH LQ DQ\ VXFK LVFDO

HDU IRU VXFK SXUSRVH PD\ EH OHVV WKDQ LI WKH RDUG H[ SHFWHG WKDW VXFK ORZHU UDWH ZRXOG SURGXFH

VHFRQGDU\ DG YDORUHP SURSHUW\ WD[ UHYHQXHV VXIILFLHQW WR SD\ LQ IXOO HEW 6HUYLFH DQG WKH HSRVLWRU\

JUHHPHQW KDV RU LV LQ WKH SURFHVV RI EHLQJ WHUPLQDWHG SXUVXDQW WR LWV WHUPV WKH HYHORSHU ZLOO EH

REOLJDWHG WR SD\ WR WKH 7UXVWHH RQ HDFK 2FWREHU SULRU WR D DQXDU\ QWHUHVW 3D\ PHQW DWH DQG RQ HDFK

SULO SULRU WR D XO\ QWHUHVW 3D\ PHQW DWH WKH DPRXQW HTXDO WR WKH DPRXQW HVWLPDWHG E\ WKH 7UXVWHH WR

EH WKH GLIIHUHQFH EHWZHHQ RQH KDOI RI WKH DJJUHJDWH DPRXQW GXH DV HEW 6HUYLFH RQ WKH QH[ W DQXDU\ DQG

XO\ DQG RQH KDOI RI WKH WD[ UHYHQXHV IRU VXFK HDU H[ SHFWHG WR EH SURGXFHG DW VXFK WD[ UDWH EDVHG RQ WKH

WKHQ FXUUHQW 1HW VVHVVHG 3URSHUW\ 9DOXH IRU 6HFRQGDU\ 7D[ 3XUSRVHV RI WD[ DEOH SURSHUW\ LQ WKH LVWULFW

DVVXPLQJ D ILYH SHUFHQW GHOLQTXHQF\ IDFWRU OHVV WKH DPRXQW WKHQ KHOG LQ WKH 7D[ FFRXQW RI WKH RQG XQG

IRU VXFK SXUSRVH V SURYLGHG LQ WKH QGHQWXUH WKH 7UXVWHH ZLOO VXEPLW D UHTXHVW IRU SD\ PHQW XQGHU WKH

6WDQGE\ RQWULEXWLRQ JUHHPHQW IRU VXFK PRQH\ V WR EH XVHG WR SD\ HEW 6HUYLFH 6HH SSHQGL[

6800$5< 2) 57$,1 3529,6,216 2) 7+( 1'( 1785( RQG XQG 7KH 6WDQGE\

RQWULEXWLRQ JUHHPHQW DOORZV IRU VXEPLVVLRQ RI DQ DGGLWLRQDO UHTXHVW IRU SD\ PHQW XQGHU WKH 6WDQGE\

RQWULEXWLRQ JUHHPHQW LPPHGLDWHO\ EHIRUH SD\ PHQW RI HEW 6HUYLFH LI DQ\ VKRUWIDOO DULVHV DIWHU WKH LQLWLDO

UHTXHVW

7KH 6WDQGE\ RQWULEXWLRQ JUHHPHQW ZLOO WHUPLQDWH XSRQ WKH HDUOLHU RI L WKH SD\ PHQW RI RU WKH SURYLVLRQ

IRU WKH SD\ PHQW LQ IXOO RI DOO RI WKH RQGV 2XWVWDQGLQJ RU LL UHFHLSW E\ WKH LVWULFW 0DQDJHU RI HYLGHQFH

VDWLVIDFWRU\ WR WKH LVWULFW 0DQDJHU WKDW IRU DQ\ FRQVHFXWLYH WKUHH LVFDO HDUV WKH ILUVW RI ZKLFK PD\ QRW

EH VRRQHU WKDQ WKH ILUVW LVFDO HDU DIWHU WKH HSRVLWRU\ JUHHPHQW LQ WHUPLQDWHG D WD[ UDWH RI SHU

RI 1HW VVHVVHG 3URSHUW\ 9DOXH IRU 6HFRQGDU\ 7D[ 3XUSRVHV RI SURSHUW\ ZLWKLQ WKH ERXQGDULHV RI WKH

LVWULFW RZQHG E\ RWKHU WKDQ WKH HYHORSHU RU DQ\ HQWLW\ RZQHG RU FRQWUROOHG E\ RU ZKLFK RZQ RU FRQWUROV

DQ\ RI WKHP IRU HDFK VXFK LVFDO HDU ZRXOG KDYH EHHQ VXIILFLHQW WR SD\ PD[ LPXP DQQXDO GHEW VHUYLFH ZLWK

UHVSHFW WR WKH RQGV DQG DQ\ RWKHU JHQHUDO REOLJDWLRQ RU JHQHUDO REOLJDWLRQ UHIXQGLQJ ERQGV RI WKH LVWULFW

KHUHDIWHU LVVXHG IRU DQ\ VXEVHTXHQW LVFDO HDU SOXV WKH KLVWRULFDO DQQXDO DYHUDJH RI DPRXQWV QHFHVVDU\ IRU

SD\ PHQW RI DGPLQLVWUDWLYH H[ SHQVHV UHODWLQJ WR WKH RQGV DV RI VXFK LVFDO HDU 6XFK HYLGHQFH ZLOO FRQVLVW

RI D ZULWWHQ SURMHFWLRQ SUHSDUHG E\ WKH LVWULFW 0DQDJHU XSRQ D ZULWWHQ UHTXHVW RI WKH HYHORSHU WKDW LV

EDVHG XSRQ WKH DSSOLFDWLRQ RI VXFK VHFRQGDU\ WD[ UDWH LQ OLJKW RI WKH DFWXDO 1HW VVHVVHG 3URSHUW\ 9DOXH IRU

6HFRQGDU\ 7D[ 3XUSRVHV RI WKH SURSHUW\ ZLWKLQ WKH ERXQGDULHV RI WKH LVWULFW IRU HDFK VXFK LVFDO HDU

DVVXPLQJ D GHOLQTXHQF\ IDFWRU HTXDO WR WKH JUHDWHU RI ILYH SHUFHQW RU WKH KLVWRULF DYHUDJH DQQXDO SHUFHQWDJH

GHOLQTXHQF\ IDFWRU IRU WKH LVWULFW DV RI VXFK LVFDO HDU DQG ZLWKRXW FUHGLW IRU DQ\ IXQG EDODQFHV RU

LQYHVWPHQW LQFRPH DFFUXLQJ GXULQJ VXFK LVFDO HDU IWHU UHFHLSW RI SURRI WKDW VXFK FRQGLWLRQ KDV EHHQ

VDWLVILHG WKH RDUG ZLOO DSSURYH LQ ZULWLQJ WKH WHUPLQDWLRQ RI WKH 6WDQGE\ RQWULEXWLRQ JUHHPHQW VXFK

DSSURYDO QRW WR EH ZLWKKHOG XQUHDVRQDEO\ 6HH 5,6. 7256 DQNUXSWF\ DQG RUHFORVXUH HOD\ V´

DQG YDLODELOLW\ RI 6WDQGE\ RQWULEXWLRQ JUHHPHQW PRXQWV

8SRQ WKH RFFXUUHQFH RI DQ\ IDLOXUH WR SD\ DPRXQWV GXH SXUVXDQW WR WKH 6WDQGE\ RQWULEXWLRQ JUHHPHQW WKH

7UXVWHH ZLOO SURFHHG GLUHFWO\ DJDLQVW WKH HYHORSHU XQGHU WKH 6WDQGE\ RQWULEXWLRQ JUHHPHQW ZLWKRXW

SURFHHGLQJ DJDLQVW RU H[ KDXVWLQJ DQ\ RWKHU UHPHGLHV ZKLFK LW PD\ KDYH DJDLQVW WKH LVWULFW RU DQ\ RWKHU

SHUVRQ ILUP RU FRUSRUDWLRQ DQG ZLWKRXW UHVRUWLQJ WR DQ\ RWKHU VHFXULW\ KHOG E\ WKH LVWULFW RU WKH 7UXVWHH

HIRUH WDNLQJ DQ\ VXFK DFWLRQ WKH 7UXVWHH PD\ UHTXLUH WKDW D VDWLVIDFWRU\ LQGHPQLW\ ERQG EH IXUQLVKHG IRU

WKH UHLPEXUVHPHQW RI DOO H[ SHQVHV DQG WR SURWHFW DJDLQVW DOO OLDELOLW\ H[ FHSW OLDELOLW\ WKDW LV DGMXGLFDWHG WR

KDYH UHVXOWHG IURP LWV QHJOLJHQFH RU ZLOOIXO GHIDXOW E\ UHDVRQ RI DQ\ DFWLRQ VR WDNHQ



7KH HSRVLWRU\ JUHHPHQW

6LPXOWDQHRXVO\ ZLWK WKH GHOLYHU\ RI WKH RQGV WKH HYHORSHU ZLOO FDXVH WKH HWWHU RI UHGLW DQN WR LVVXH

WKH QLWLDO HWWHU RI UHGLW WR EH LVVXHG IRU WKH EHQHILW RI WKH LVWULFW DQG LQ IDYRU RI WKH HSRVLWRU\ LQ WKH

VWDWHG DPRXQW RI 2Q HEUXDU\ RI HDFK HDU LI WKH 1HW VVHVVHG 3URSHUW\ 9DOXH IRU

6HFRQGDU\ 7D[ 3XUSRVHV RI SURSHUW\ ZLWKLQ WKH ERXQGDULHV RI WKH LVWULFW XVHG WR OHY\ WD[ HV GXULQJ WKH

SUHFHGLQJ XJXVW H[ FHHGHG WKDW XVHG LQ WKH SULRU XJXVW WKH GLIIHUHQFH EHWZHHQ WKH PD[ LPXP DQQXDO GHEW

VHUYLFH IRU WKH RQGV DQG WKH JHQHUDO REOLJDWLRQ RU RWKHU JHQHUDO REOLJDWLRQ UHIXQGLQJ ERQGV RI WKH LVWULFW

KHUHLQ DIWHU LVVXHG DQG WKH LVFRXQWHG 7D[ 5HYHQXHV VKDOO EH FDOFXODWHG E\ WKH LVWULFW 0DQDJHU DQG WKH

IDFH DPRXQW RI WKH HWWHU RI UHGLW VKDOO EH VXEMHFW WR DXWRPDWLF UHGXFWLRQ LQ WKH IDFH DPRXQW WR DQ DPRXQW

HTXDO WR WKUHH WLPHV VXFK GLIIHUHQFH

7R WKH H[ WHQW GHVFULEHG LQ DQG SXUVXDQW WR WKH WHUPV RI WKH HSRVLWRU\ JUHHPHQW WKH GUDZ XSRQ WKH HWWHU

RI UHGLW LQ WKH VWDWHG DPRXQW WKH UDZ´ ZLOO EH PDGH E\ WKH HSRVLWRU\ SXUVXDQW WR WKH HSRVLWRU\

JUHHPHQW DQG PD\ EH SDLG RYHU WR WKH 7UXVWHH LQ DPRXQWV QHFHVVDU\ WR VXSSOHPHQW DG YDORUHP SURSHUW\ WD[

UHYHQXHV RI WKH LVWULFW IRU WKH SD\ PHQW RI HEW 6HUYLFH LI DPRXQWV DUH QRW DYDLODEOH IRU VXFK SXUSRVH

SXUVXDQW WR WKH 6WDQGE\ RQWULEXWLRQ JUHHPHQW 6HH 7KH 6WDQGE\ RQWULEXWLRQ JUHHPHQW´ DERYH 7R EH

DEOH WR PDNH WKH UDZ WR KDYH VXFK DPRXQWV DYDLODEOH SXUVXDQW WR WKH HSRVLWRU\ JUHHPHQW IRU WKH

SD\ PHQW RI VXFK HEW 6HUYLFH EHIRUH WKH HSRVLWRU\ JUHHPHQW LV WHUPLQDWHG DFFRUGLQJ WR LWV WHUPV WKH

RDUG PXVW KDYH ZLWK UHVSHFW WR DQ\ QWHUHVW 3D\ PHQW DWH RFFXUULQJ RQ DQXDU\ OHYLHG IRU WKDW LVFDO

HDU D WD[ UDWH RI DW OHDVW SHU RI 1HW VVHVVHG 3URSHUW\ 9DOXH IRU 6HFRQGDU\ 7D[ 3XUSRVHV DQG

ZLWK UHVSHFW WR DQ\ QWHUHVW 3D\ PHQW DWH RFFXUULQJ RQ XO\ OHYLHG VXFK WD[ UDWH IRU WKH LPPHGLDWHO\

SUHFHGLQJ LVFDO HDU

I VXFK WD[ HV KDYH EHHQ VR OHYLHG WKH UDZ DOVR ZLOO EH PDGH DQG WKH DPRXQW WKHUHRI KHOG SXUVXDQW WR WKH

HSRVLWRU\ JUHHPHQW XSRQ D WKH IDLOXUH WR REWDLQ DQG GHOLYHU WR WKH HSRVLWRU\ DQ OWHUQDWH HWWHU RI

UHGLW DV KHUHDIWHU GHVFULEHG RU E WKH HWWHU RI UHGLW DQN L FRPPHQFLQJ D SURFHHGLQJ XQGHU DQ\ IHGHUDO

RU VWDWH LQVROYHQF\ UHRUJDQL] DWLRQ RU VLPLODU ODZ RU KDYLQJ VXFK D SURFHHGLQJ FRPPHQFHG DJDLQVW LW DQG

HLWKHU KDYLQJ DQ RUGHU RI LQVROYHQF\ RU UHRUJDQL] DWLRQ HQWHUHG DJDLQVW LW RU KDYLQJ WKH SURFHHGLQJ UHPDLQ

XQGLVPLVVHG DQG XQVWD\ HG IRU GD\ V RU LL KDYLQJ D UHFHLYHU FRQVHUYDWRU OLTXLGDWRU RU WUXVWHH DSSRLQWHG

IRU LW RU IRU WKH ZKROH RU DQ\ VXEVWDQWLDO SDUW RI LWV SURSHUW\ 7KH HYHORSHU PD\ DW LWV RSWLRQ SURYLGH IRU

WKH GHOLYHU\ WR WKH HSRVLWRU\ RI DQ OWHUQDWH HWWHU RI UHGLW WR WDNH HIIHFW RQ WKH HWWHU RI UHGLW

7HUPLQDWLRQ DWH RI WKH WKHQ HIIHFWLYH HWWHU RI UHGLW RU DQ OWHUQDWH HWWHU RI UHGLW WR EH HIIHFWLYH

SULRU WR XVLQHVV D\ V SULRU WR WKH HWWHU RI UHGLW 7HUPLQDWLRQ DWH WKH HSRVLWRU\ DQG WKH LVWULFW

PXVW KDYH UHFHLYHG WKH IROORZLQJ LQ IRUP DQG VXEVWDQFH DFFHSWDEOH WR WKH LVWULFW 0DQDJHU HYLGHQFH WKDW

WKH OWHUQDWH HWWHU RI UHGLW KDV D 7LHU HYHUDJH 5DWLR LQGLFDWHG LQ WKH GHILQLWLRQ RI OWHUQDWH HWWHU RI

UHGLW´ DQ RSLQLRQ RI FRXQVHO IRU WKH LVVXHU RI WKH OWHUQDWH HWWHU RI UHGLW WKDW LW FRQVWLWXWHV D OHJDO YDOLG

DQG ELQGLQJ REOLJDWLRQ RI WKH LVVXHU LQ DFFRUGDQFH ZLWK LWV WHUPV DQ RSLQLRQ RI QDWLRQDOO\ UHFRJQL] HG ERQG

FRXQVHO WKDW VXFK UHSODFHPHQW LV DXWKRUL] HG SXUVXDQW WR WKH HSRVLWRU\ JUHHPHQW DQG ZLOO QRW FDXVH LQWHUHVW

RQ WKH RQGV WR EHFRPH LQFOXGDEOH LQ JURVV LQFRPH IRU IHGHUDO LQFRPH WD[ SXUSRVHV DQG WKH OWHUQDWH HWWHU

RI UHGLW PHHWLQJ DOO RI WKH RWKHU UHTXLUHPHQWV SURYLGHG LQ WKH GHILQLWLRQ RI OWHUQDWH HWWHU RI UHGLW´ DQG

EHLQJ XQFRQGLWLRQDOO\ ELQGLQJ DQG HIIHFWLYH DV RI WKH HWWHU RI UHGLW 7HUPLQDWLRQ DWH

I WKH UDZ KDV RFFXUUHG EHFDXVH RI WKH HYHQW GHVFULEHG LQ FODXVH D RU E LQ WKH SUHFHGLQJ SDUDJUDSK WKH

LVWULFW 0DQDJHU PD\ LQ KLV VROH DQG DEVROXWH GLVFUHWLRQ DQG SXUVXDQW WR WKH VDPH WHUPV DQG FRQGLWLRQV IRU

SURYLVLRQ RI DQ OWHUQDWH HWWHU RI UHGLW DQG ZKDWHYHU DGGLWLRQDO WHUPV DQG FRQGLWLRQV WKH LVWULFW 0DQDJHU

GHHPV DSSURSULDWH LQVWUXFW WKH HSRVLWRU\ WR H[ FKDQJH WKH SURFHHGV RI WKH UDZ IRU D QHZ OHWWHU RI FUHGLW

Subject to change. 



PHHWLQJ WKH TXDOLILFDWLRQV LQ WKH GHILQLWLRQ RI OWHUQDWH HWWHU RI UHGLW IWHU VXFK H[ FKDQJH VXFK QHZ

OHWWHU RI FUHGLW ZLOO EH WUHDWHG DV WKH HWWHU RI UHGLW IRU DOO SXUSRVHV RI WKH HSRVLWRU\ JUHHPHQW

IWHU WKH UDZ RQ HDFK XO\ DQG DQXDU\ WKH 7UXVWHH ZLOO QRWLI\ WKH HSRVLWRU\ RI WKH HEW 6HUYLFH

FRPLQJ GXH RQ WKH QH[ W VXFFHHGLQJ XO\ RU DQXDU\ DV WKH FDVH PD\ EH DQG VWDWH WKH DPRXQWV WKHQ RQ

GHSRVLW LQ WKH RQG XQG DQG WKH DFFRXQWV WKHUHLQ XQGHU WKH QGHQWXUH LQFOXGLQJ DPRXQWV UHFHLYHG SXUVXDQW

WR WKH 6WDQGE\ RQWULEXWLRQ JUHHPHQW DVHG RQ WKH DPRXQWV LQGLFDWHG WR WKH HSRVLWRU\ EXW VXEMHFW WR WKH

QH[ W VHQWHQFH WKH HSRVLWRU\ ZLOO SD\ WR WKH 7UXVWHH IRU GHSRVLW LQ WKH RQG XQG DV GHVFULEHG LQ SSHQGL[ 

6800$5< 2) 57$,1 3529,6,216 2) 7+( 1'( 1785( RQG XQG DQ DPRXQW VXIILFLHQW

WR SD\ WKH UHPDLQLQJ DPRXQW RI HEW 6HUYLFH GXH RQ WKH RQGV RQ WKH QH[ W VXFFHHGLQJ XO\ RU DQXDU\

DV WKH FDVH PD\ EH VXFK DPRXQW WR EH SDLG RQ XO\ DQG DQXDU\ UHVSHFWLYHO\ 1RWZLWKVWDQGLQJ WKH

IRUHJRLQJ DPRXQWV KHOG SXUVXDQW WR WKH HSRVLWRU\ JUHHPHQW VKDOO EH SDLG DV RWKHUZLVH GLUHFWHG LQ D

UHTXHVW E\ WKH LVWULFW 0DQDJHU WR HQIRUFH SHUIRUPDQFH RI WKH REOLJDWLRQV RI WKH SDUWLHV WR WKH

6WDQGE\ RQWULEXWLRQ JUHHPHQW

PRXQWV KHOG SXUVXDQW WR WKH HSRVLWRU\ JUHHPHQW DIWHU D UDZ ZLOO EH LQYHVWHG LQ FHUWDLQ 3HUPLWWHG

QYHVWPHQWV DUQLQJV RQ DPRXQWV KHOG E\ WKH HSRVLWRU\ SXUVXDQW WR WKH HSRVLWRU\ JUHHPHQW ZLOO EH

GHSRVLWHG ZLWK WKH HSRVLWRU\ DQG KHOG SXUVXDQW WR WKH HSRVLWRU\ JUHHPHQW

7KH HSRVLWRU\ JUHHPHQW ZLOO WHUPLQDWH XSRQ WKH HDUOLHVW RI L WKH SD\ PHQW RI RU WKH SURYLVLRQ IRU WKH

SD\ PHQW LQ IXOO RI DOO RI WKH RQGV 2XWVWDQGLQJ LL H[ SLUDWLRQ RI WKH HWWHU RI UHGLW EHFDXVH WKH IDFH

DPRXQW WKHUHRI KDV EHHQ UHGXFHG WR RU OHVV RU LLL UHFHLSW E\ WKH LVWULFW 0DQDJHU LQ DQ\ LVFDO

HDU RI HYLGHQFH VDWLVIDFWRU\ WR WKH LVWULFW 0DQDJHU WKDW LQ DQ\ LVFDO HDU DIWHU ZKLFK SULQFLSDO RI WKH

RQGV KDV VWDUWHG WR EH DPRUWL] HG IRU VXFK LVFDO HDU D WD[ UDWH RI SHU RI 1HW VVHVVHG 3URSHUW\

9DOXH IRU 6HFRQGDU\ 7D[ 3XUSRVHV RI SURSHUW\ ZLWKLQ WKH ERXQGDULHV RI WKH LVWULFW RZQHG E\ RWKHU WKDQ WKH

HYHORSHU RU DQ\ HQWLW\ RZQHG RU FRQWUROOHG E\ RU ZKLFK RZQ RU FRQWUROV WKH HYHORSHU IRU VXFK LVFDO

HDU ZRXOG KDYH EHHQ VXIILFLHQW WR SD\ PD[ LPXP DQQXDO GHEW VHUYLFH ZLWK UHVSHFW WR WKH RQGV DQG DQ\

JHQHUDO REOLJDWLRQ RU RWKHU JHQHUDO REOLJDWLRQ UHIXQGLQJ ERQGV RI WKH LVWULFW KHUHDIWHU LVVXHG IRU DQ\

VXEVHTXHQW LVFDO HDU SOXV WKH KLVWRULFDO DQQXDO DYHUDJH RI DPRXQWV QHFHVVDU\ IRU SD\ PHQW RI

DGPLQLVWUDWLYH H[ SHQVHV UHODWLQJ WR WKH RQGV DV RI VXFK LVFDO HDU 6XFK HYLGHQFH ZLOO FRQVLVW RI D ZULWWHQ

SURMHFWLRQ SUHSDUHG E\ WKH LVWULFW 0DQDJHU LI WKH HWWHU RI UHGLW KDV QRW EHHQ GUDZQ XSRQ D ZULWWHQ

UHTXHVW RI WKH HYHORSHU DQG RWKHUZLVH DW WKH GLVFUHWLRQ RI WKH LVWULFW 0DQDJHU WKDW LV EDVHG XSRQ WKH

DSSOLFDWLRQ RI VXFK VHFRQGDU\ WD[ UDWH LQ OLJKW RI WKH DFWXDO 1HW VVHVVHG 3URSHUW\ 9DOXH IRU 6HFRQGDU\ 7D[

3XUSRVHV RI WKH SURSHUW\ ZLWKLQ WKH ERXQGDULHV RI WKH LVWULFW IRU HDFK VXFK LVFDO HDU DVVXPLQJ D

GHOLQTXHQF\ IDFWRU HTXDO WR WKH JUHDWHU RI ILYH SHUFHQW RU WKH KLVWRULF DYHUDJH DQQXDO SHUFHQWDJH

GHOLQTXHQF\ IDFWRU IRU WKH LVWULFW DV RI VXFK LVFDO HDU DQG ZLWKRXW FUHGLW IRU DQ\ IXQG EDODQFHV RU

LQYHVWPHQW LQFRPH DFFUXLQJ GXULQJ VXFK LVFDO HDU IWHU UHFHLSW RI SURRI RI VDWLVIDFWLRQ RI VXFK FRQGLWLRQ

WKH RDUG ZLOO DSSURYH LQ ZULWLQJ WKH WHUPLQDWLRQ RI WKH HWWHU RI UHGLW VXFK DSSURYDO QRW WR EH ZLWKKHOG

XQUHDVRQDEO\

29(5/$ 33,1* 7,21$/ 1' 7,21$/ 29(5/$ 33,1* 1'(%7(' 1(66

2YHUODSSLQJ HQHUDO 2EOLJDWLRQ RQGHG QGHEWHGQHVV

2YHUODSSLQJ JHQHUDO REOLJDWLRQ ERQGHG LQGHEWHGQHVV LV VKRZQ RQ WKH IROORZLQJ SDJH LQFOXGLQJ D EUHDNGRZQ

RI HDFK RYHUODSSLQJ MXULVGLFWLRQ¶V DSSOLFDEOH JHQHUDO REOLJDWLRQ ERQGHG LQGHEWHGQHVV 1HW VVHVVHG 3URSHUW\

9DOXH IRU 6HFRQGDU\ 7D[ 3XUSRVHV DQG FRPELQHG WD[ UDWH SHU 1HW VVHVVHG 3URSHUW\ 9DOXH IRU

6HFRQGDU\ 7D[ 3XUSRVHV 2XWVWDQGLQJ ERQGHG LQGHEWHGQHVV LV FRPSULVHG RI JHQHUDO REOLJDWLRQ ERQGV

RXWVWDQGLQJ DQG JHQHUDO REOLJDWLRQ ERQGV VFKHGXOHG IRU VDOH 6HH 5,6. 7256 LUHFW DQG

2YHUODSSLQJ QGHEWHGQHVV
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Subject to change.

D RHV QRW LQFOXGH WKH REOLJDWLRQ RI WKH HQWUDO UL] RQD DWHU RQVHUYDWLRQ LVWULFW WR WKH 8QLWHG

6WDWHV RI PHULFD HSDUWPHQW RI WKH QWHULRU IRU UHSD\ PHQW RI FHUWDLQ FDSLWDO FRVWV RI FRQVWUXFWLRQ RI WKH HQWUDO

UL] RQD 3URMHFW 3´ D PDMRU UHFODPDWLRQ SURMHFW WKDW KDV EHHQ VXEVWDQWLDOO\ FRPSOHWHG E\ WKH XUHDX RI

5HFODPDWLRQ WR GHOLYHU RORUDGR 5LYHU ZDWHU WR FHQWUDO UL] RQD DQG 7XFVRQ V REOLJDWLRQ IRU

VXEVWDQWLDOO\ DOO RI WKH 3 IHDWXUHV WKDW KDYH EHHQ FRQVWUXFWHG LV ELOOLRQ ZKLFK DPRXQW DVVXPHV EXW GRHV

QRW PDQGDWH WKDW WKH 8QLWHG 6WDWHV ZLOO DFTXLUH D WRWDO RI DFUH IHHW RI 3 ZDWHU IRU IHGHUDO SXUSRVHV 2I

WKH ELOOLRQ UHSD\ PHQW REOLJDWLRQ SHUFHQW ZLOO EH LQWHUHVW EHDULQJ DQG WKH UHPDLQLQJ SHUFHQW ZLOO EH

QRQ LQWHUHVW EHDULQJ 7KHVH SHUFHQWDJHV ZLOO EH IL[ HG IRU WKH HQWLUH HDU UHSD\ PHQW SHULRG ZKLFK FRPPHQFHG

2FWREHU LV D PXOWL FRXQW\ ZDWHU FRQVHUYDWLRQ GLVWULFW KDYLQJ ERXQGDULHV FRWHUPLQRXV ZLWK WKH

H[WHULRU ERXQGDULHV RI 0DULFRSD 3LPD DQG 3LQDO RXQWLHV W ZDV IRUPHG IRU WKH H[ SUHVV SXUSRVH RI SD\ LQJ

SD\ PHQW DGPLQLVWUDWLYH FRVWV DQG H[ SHQVHV RI 3 DQG WR DVVLVW LQ UHSD\ PHQW WR WKH 8QLWHG 6WDWHV RI WKH FDSLWDO

FRVWV RI 3 5HSD\ PHQW ZLOO EH PDGH IURP D FRPELQDWLRQ RI SRZHU UHYHQXHV VXEFRQWUDFW UHYHQXHV L H

DJUHHPHQWV ZLWK PXQLFLSDO LQGXVWULDO DQG DJULFXOWXUDO ZDWHU XVHUV IRU GHOLYHU\ RI 3 ZDWHU DQG D WD[ OHY\

DJDLQVW DOO WD[ DEOH SURSHUW\ LQ WKH W WKH GDWH RI WKLV 2IILFLDO 6WDWHPHQW WKH WD[ OHY\ LV OLPLWHG WR

FHQWV SHU RI 1HW VVHVVHG 3URSHUW\ 9DOXH IRU 6HFRQGDU\ 7D[ 3XUSRVHV RI ZKLFK FHQWV LV EHLQJ OHYLHG

6HH 6HFWLRQV DQG UL] RQD 5HYLVHG 6WDWXWHV 7KHUH FDQ EH QR DVVXUDQFH WKDW VXFK OHY\ OLPLW ZLOO

QRW EH LQFUHDVHG RU UHPRYHG DW DQ\ WLPH GXULQJ WKH OLIH RI WKH FRQWUDFW

E 7KH FRPELQHG WD[ UDWH LQFOXGHV WKH WD[ UDWH IRU GHEW VHUYLFH SD\ PHQWV DQG PDLQWHQDQFH DQG RSHUDWLRQ RXWOD\ IRU WKH

LVWULFW DQG WKH WD[ UDWH IRU DOO RWKHU SXUSRVHV VXFK DV FDSLWDO DQG RWKHU PDLQWHQDQFH DQG RSHUDWLRQ RXWOD\ ZKLFK LV

EDVHG RQ WKH 1HW VVHVVHG 3URSHUW\ 9DOXH IRU 6HFRQGDU\ 7D[ 3XUSRVHV RI WKH HQWLW\

F 7KH RXQW\¶ V WD[ UDWH LQFOXGHV WKH WD[ UDWH RI WKH RXQW\ WKH WD[ UDWH RI WKH

WD[ UDWH RI WKH 3LPD RXQW\ ORRG RQWURO LVWULFW WKH WD[ UDWH RI WKH RXQW\ UHH LEUDU\ WKH

WD[ UDWH RI WKH RXQW\ LUH LVWULFW DQG WKH 6WDWH TXDOL] DWLRQ VVLVWDQFH 3URSHUW\ 7D[ W VKRXOG EH

QRWHG WKDW WKH RXQW\ ORRG RQWURO LVWULFW GRHV QRW OHY\ WD[ HV RQ SHUVRQDO SURSHUW\ 7KH 6WDWH TXDOL] DWLRQ

VVLVWDQFH 3URSHUW\ 7D[ LV DGMXVWHG DQQXDOO\ SXUVXDQW WR UL] RQD 5HYLVHG 6WDWXWHV 6HFWLRQ

G QFOXGHV WKH RQGV

6RXUFH QGLYLGXDO MXULVGLFWLRQV DQG WKH 3LPD RXQW\ VVHVVRU¶V 2IILFH

3URSRUWLRQ SSOLFDEOH WR WKH

LVWULFW DVHG RQ

1HW VVHVVHG * HQHUDO 1HW VVHVVHG 3URSHUW\ 9DOXH

3URSHUW\ 9DOXH 2EOLJDWLRQ IRU 6HFRQGDU\ 7D[ 3XUSRVHV

IRU 6HFRQGDU\ % RQGHG HEW $ SSUR[ LPDWH 1HW HEW

LUHFW DQG 2YHUODSSLQJ XULVGLFWLRQ 7D[ 3XUSRVHV 2XWVWDQGLQJ a) 3HUFHQW $ PRXQW

6WDWH RI UL] RQD 1RQH 1RQH

3LPD RXQW\ c) 1RQH

3LPD RXQW\ RPPXQLW\ ROOHJH LVWULFW 1RQH 1RQH

RQWLQHQWDO OHPHQWDU\ 6FKRRO LVWULFW 1R

7RZQ RI 6DKXDULWD 1RQH 1RQH

UHHQ 9DOOH\ LUH HSDUWPHQW 1RQH 1RQH

7KH LVWULFW d)

7RWDO 1HW LUHFW DQG 2YHUODSSLQJ HQHUDO2EOLJDWLRQ RQGHG HEW

1RQH

1RQH

IRU 6HFRQGDU\

7D[ 3XUSRVHV b)

RPELQHG

7D[ 5DWH

3HU

1HW VVHVVHG

3URSHUW\ 9DOXH



GGLWLRQDO HQHUDO 2EOLJDWLRQ RQGHG QGHEWHGQHVV RI WKH LVWULFW

Q DGGLWLRQ WR WKH RQGV WKH LVWULFW UHWDLQV WKH ULJKW WR LVVXH VXEMHFW WR WKH DXWKRUL] DWLRQ UHPDLQLQJ IURP WKH

OHFWLRQ RU DXWKRUL] DWLRQ IURP D IXWXUH ERQG HOHFWLRQ LQ DFFRUGDQFH ZLWK WKH SURFHGXUHV VHW IRUWK LQ WKH

QDEOLQJ FW DGGLWLRQDO VHULHV RI ERQGV SD\ DEOH IURP ad valorem SURSHUW\ WD[ HV 6HH 7$%/(

67,0$7(' 7 6( 59,&( 5(48,5(0(176 6HH DOVR 5,6. 7256 LUHFW DQG

2YHUODSSLQJ QGHEWHGQHVV

7KH QDEOLQJ FW SURYLGHV WKDW WKH WRWDO DJJUHJDWH RXWVWDQGLQJ DPRXQW RI ERQGV DQG DQ\ RWKHU LQGHEWHGQHVV

IRU ZKLFK WKH IXOO IDLWK DQG FUHGLW RI WKH LVWULFW DUH SOHGJHG ZLOO QRW H[ FHHG SHUFHQW RI WKH DJJUHJDWH RI

WKH HVWLPDWHG PDUNHW YDOXH RI WKH UHDO SURSHUW\ DQG LPSURYHPHQWV LQ WKH LVWULFW DIWHU WKH SXEOLF

LQIUDVWUXFWXUH RI WKH LVWULFW LV FRPSOHWHG SOXV WKH YDOXH RI WKH SXEOLF LQIUDVWUXFWXUH RZQHG RU WR EH DFTXLUHG

E\ WKH LVWULFW ZLWK WKH SURFHHGV RI WKH ERQGV 7KH LVWULFW KDV PDGH D ILQGLQJ WKDW LVVXDQFH RI WKH RQGV

ZLOO PHHW WKH WHVW VHW IRUWK DERYH

7R WKH H[ WHQW QR RWKHUZLVH SURKLELWHG E\ DSSOLFDEOH ODZ IURP GRLQJ VR WKH RDUG KDV UHVROYHG LQ WKH RQGV

5HVROXWLRQ WKDW ZKLOH DQ\ RI WKH RQGV UHPDLQ RXWVWDQGLQJ DQG 0 DV GHILQHG KHUHLQ LV QRW LQ GHIDXOW

ZLWK UHVSHFW WR WKH 3ROLF\ DV GHILQHG KHUHLQ DGGLWLRQDO DPRXQWV RI XWKRUL] HG RQGV VKDOO QRW EH LVVXHG

XQOHVV DW WKH WLPH RI LVVXDQFH WKHUHRI WKH SULQFLSDO DPRXQW RI WKH RQGV WKH XWKRUL] HG RQGV KHUHDIWHU

LVVXHG DQG DQ\ ERQGV LVVXHG WR UHIXQG WKH RQGV DQG WKH XWKRUL] HG RQGV WKHQ RXWVWDQGLQJ DQG WR EH

RXWVWDQGLQJ LV QRW PRUH WKDQ ILIW\ SHUFHQW RI WKH 1HW VVHVVHG 3URSHUW\ 9DOXH IRU 6HFRQGDU\ 7D[

3XUSRVHV DV RI WKH ODVW SUHFHGLQJ WD[ OHY\ RI SURSHUW\ ZLWKLQ WKH ERXQGDULHV RI WKH LVWULFW

3XUVXDQW WR WKH OHFWLRQ WKH LVWULFW ZDV DXWKRUL] HG WR LQFXU JHQHUDO REOLJDWLRQ ERQGHG LQGHEWHGQHVV LQ DQ

DPRXQW QRW WR H[ FHHG DQG RI WKH XWKRUL] HG RQGV UHPDLQLQJ XQLVVXHG

GGLWLRQDO LQGHEWHGQHVV FRXOG EH DXWKRUL] HG IRU WKH LVWULFW LQ WKH IXWXUH SXUVXDQW WR RWKHU HOHFWLRQV

GGLWLRQDO 2YHUODSSLQJ HQHUDO 2EOLJDWLRQ RQGHG QGHEWHGQHVV

7KH LVWULFW KDV QR FRQWURO RYHU WKH DPRXQW RI DGGLWLRQDO LQGHEWHGQHVV SD\ DEOH IURP WD[ HV RQ DOO RU D SRUWLRQ

RI WKH SURSHUW\ ZLWKLQ WKH LVWULFW WKDW PD\ EH LVVXHG LQ WKH IXWXUH E\ RWKHU SROLWLFDO VXEGLYLVLRQV LQFOXGLQJ

EXW QRW OLPLWHG WR WKH 7RZQ 3LPD RXQW\ UL] RQD RQWLQHQWDO 8QLILHG 6FKRRO LVWULFW 1R RI 3LPD

RXQW\ UL] RQD 3LPD RXQW\ RPPXQLW\ ROOHJH LVWULFW RU RWKHU HQWLWLHV KDYLQJ MXULVGLFWLRQ RYHU DOO RU D

SRUWLRQ RI WKH ODQG ZLWKLQ WKH LVWULFW GGLWLRQDO LQGHEWHGQHVV FRXOG EH DXWKRUL] HG IRU VXFK RYHUODSSLQJ

MXULVGLFWLRQV LQ WKH IXWXUH 6HH 5,6. 7256 LUHFW DQG 2YHUODSSLQJ QGHEWHGQHVV

7KH IROORZLQJ RYHUODSSLQJ HQWLWLHV RI WKH LVWULFW KDYH WKH LQGLFDWHG DXWKRUL] HG EXW XQLVVXHG JHQHUDO

REOLJDWLRQ ERQGV DYDLODEOH IRU IXWXUH LVVXDQFH

7$%/(
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RQWLQHQWDO OHPHQWDU\ 6FKRRO LVWULFW 1R

21' 1685$1&(

RQG QVXUDQFH 3ROLF\

RQFXUUHQWO\ ZLWK WKH LVVXDQFH RI WKH RQGV VVXUHG XDUDQW\ 0XQLFLSDO RUS 0´ RU WKH RQG

QVXUHU´ ZLOO LVVXH LWV 0XQLFLSDO RQG QVXUDQFH 3ROLF\ IRU WKH RQGV WKH 3ROLF\ 7KH 3ROLF\ JXDUDQWHHV



WKH VFKHGXOHG SD\ PHQW RI SULQFLSDO RI DQG LQWHUHVW RQ WKH RQGV ZKHQ GXH DV VHW IRUWK LQ WKH IRUP RI WKH

3ROLF\ LQFOXGHG DV DQ DSSHQGL[ WR WKLV 2IILFLDO 6WDWHPHQW

7KH 3ROLF\ LV QRW FRYHUHG E\ DQ\ LQVXUDQFH VHFXULW\ RU JXDUDQW\ IXQG HVWDEOLVKHG XQGHU 1HZ RUN

DOLIRUQLD RQQHFWLFXW RU ORULGD LQVXUDQFH ODZ

VVXUHG XDUDQW\ 0XQLFLSDO RUS

0 LV D 1HZ RUN GRPLFLOHG ILQDQFLDO JXDUDQW\ LQVXUDQFH FRPSDQ\ DQG DQ LQGLUHFW VXEVLGLDU\ RI VVXUHG

XDUDQW\ WG D HUPXGD EDVHG KROGLQJ FRPSDQ\ ZKRVH VKDUHV DUH SXEOLFO\ WUDGHG DQG DUH OLVWHG

RQ WKH 1HZ RUN 6WRFN FKDQJH XQGHU WKH V\ PERO 2´ WKURXJK LWV RSHUDWLQJ VXEVLGLDULHV

SURYLGHV FUHGLW HQKDQFHPHQW SURGXFWV WR WKH 8 6 DQG JOREDO SXEOLF ILQDQFH LQIUDVWUXFWXUH DQG VWUXFWXUHG

ILQDQFH PDUNHWV 1HLWKHU QRU DQ\ RI LWV VKDUHKROGHUV RU DIILOLDWHV RWKHU WKDQ 0 LV REOLJDWHG WR SD\

DQ\ GHEWV RI 0 RU DQ\ FODLPV XQGHU DQ\ LQVXUDQFH SROLF\ LVVXHG E\ 0

0¶V ILQDQFLDO VWUHQJWK LV UDWHG VWDEOH RXWORRN E\ 6 3 OREDO 5DWLQJV D EXVLQHVV XQLW RI 6WDQGDUG

3RRU¶V LQDQFLDO 6HUYLFHV 6 3´ VWDEOH RXWORRN E\ UROO RQG 5DWLQJ JHQF\ QF

5$´ DQG VWDEOH RXWORRN E\ 0RRG\¶ V QYHVWRUV 6HUYLFH QF 0RRG\¶ V´ DFK UDWLQJ RI 0

VKRXOG EH HYDOXDWHG LQGHSHQGHQWO\ Q H[ SODQDWLRQ RI WKH VLJQLILFDQFH RI WKH DERYH UDWLQJV PD\ EH REWDLQHG

IURP WKH DSSOLFDEOH UDWLQJ DJHQF\ 7KH DERYH UDWLQJV DUH QRW UHFRPPHQGDWLRQV WR EX\ VHOO RU KROG DQ\

VHFXULW\ DQG VXFK UDWLQJV DUH VXEMHFW WR UHYLVLRQ RU ZLWKGUDZDO DW DQ\ WLPH E\ WKH UDWLQJ DJHQFLHV LQFOXGLQJ

ZLWKGUDZDO LQLWLDWHG DW WKH UHTXHVW RI 0 LQ LWV VROH GLVFUHWLRQ Q DGGLWLRQ WKH UDWLQJ DJHQFLHV PD\ DW DQ\

WLPH FKDQJH 0¶V ORQJ WHUP UDWLQJ RXWORRNV RU SODFH VXFK UDWLQJV RQ D ZDWFK OLVW IRU SRVVLEOH GRZQJUDGH

LQ WKH QHDU WHUP Q\ GRZQZDUG UHYLVLRQ RU ZLWKGUDZDO RI DQ\ RI WKH DERYH UDWLQJV WKH DVVLJQPHQW RI D

QHJDWLYH RXWORRN WR VXFK UDWLQJV RU WKH SODFHPHQW RI VXFK UDWLQJV RQ D QHJDWLYH ZDWFK OLVW PD\ KDYH DQ

DGYHUVH HIIHFW RQ WKH PDUNHW SULFH RI DQ\ VHFXULW\ JXDUDQWHHG E\ 0 0 RQO\ JXDUDQWHHV VFKHGXOHG

SULQFLSDO DQG VFKHGXOHG LQWHUHVW SD\ PHQWV SD\ DEOH E\ WKH LVVXHU RI REOLJDWLRQV LQVXUHG E\ 0 RQ WKH

GDWH V ZKHQ VXFK DPRXQWV ZHUH LQLWLDOO\ VFKHGXOHG WR EHFRPH GXH DQG SD\ DEOH VXEMHFW WR DQG LQ DFFRUGDQFH

ZLWK WKH WHUPV RI WKH UHOHYDQW LQVXUDQFH SROLF\ DQG GRHV QRW JXDUDQWHH WKH PDUNHW SULFH RU OLTXLGLW\ RI WKH

VHFXULWLHV LW LQVXUHV QRU GRHV LW JXDUDQWHH WKDW WKH UDWLQJV RQ VXFK VHFXULWLHV ZLOO QRW EH UHYLVHG RU ZLWKGUDZQ

Current Financial Strength Ratings

2Q XO\ 6 3 LVVXHG D FUHGLW UDWLQJ UHSRUW LQ ZKLFK LW DIILUPHG 0¶V ILQDQFLDO VWUHQJWK UDWLQJ RI

VWDEOH RXWORRN 0 FDQ JLYH QR DVVXUDQFH DV WR DQ\ IXUWKHU UDWLQJV DFWLRQ WKDW 6 3 PD\ WDNH

2Q XJXVW 0RRG\¶V SXEOLVKHG D FUHGLW RSLQLRQ DIILUPLQJ LWV H[ LVWLQJ LQVXUDQFH ILQDQFLDO VWUHQJWK

UDWLQJ RI VWDEOH RXWORRN RQ 0 0 FDQ JLYH QR DVVXUDQFH DV WR DQ\ IXUWKHU UDWLQJV DFWLRQ WKDW

0RRG\¶V PD\ WDNH

2Q HFHPEHU 5$ LVVXHG D ILQDQFLDO JXDUDQW\ VXUYHLOODQFH UHSRUW LQ ZKLFK LW DIILUPHG 0¶V

LQVXUDQFH ILQDQFLDO VWUHQJWK UDWLQJ RI VWDEOH RXWORRN 0 FDQ JLYH QR DVVXUDQFH DV WR DQ\ IXUWKHU

UDWLQJV DFWLRQ WKDW 5$ PD\ WDNH

RU PRUH LQIRUPDWLRQ UHJDUGLQJ 0¶V ILQDQFLDO VWUHQJWK UDWLQJV DQG WKH ULVNV UHODWLQJ WKHUHWR VHH V

QQXDO 5HSRUW RQ RUP IRU WKH ILVFDO HDU HQGHG HFHPEHU

Capitalization of AGM

W XQH 0¶V SROLF\ KROGHUV¶ VXUSOXV DQG FRQWLQJHQF\ UHVHUYH ZHUH DSSUR[ LPDWHO\

PLOOLRQ DQG LWV QHW XQHDUQHG SUHPLXP UHVHUYH ZDV DSSUR[ LPDWHO\ PLOOLRQ 6XFK DPRXQWV UHSUHVHQW WKH

FRPELQHG VXUSOXV FRQWLQJHQF\ UHVHUYH DQG QHW XQHDUQHG SUHPLXP UHVHUYH RI 0 0¶V ZKROO\ RZQHG

VXEVLGLDU\ VVXUHG XDUDQW\ XURSH WG DQG RI 0¶V LQGLUHFW VXEVLGLDU\ 0XQLFLSDO VVXUDQFH



RUS HDFK DPRXQW RI VXUSOXV FRQWLQJHQF\ UHVHUYH DQG QHW XQHDUQHG SUHPLXP UHVHUYH IRU HDFK FRPSDQ\

ZDV GHWHUPLQHG LQ DFFRUGDQFH ZLWK VWDWXWRU\ DFFRXQWLQJ SULQFLSOHV

Incorporation of Certain Documents by Reference

3RUWLRQV RI WKH IROORZLQJ GRFXPHQWV ILOHG E\ ZLWK WKH 6HFXULWLHV DQG FKDQJH RPPLVVLRQ WKH

6(&´ WKDW UHODWH WR 0 DUH LQFRUSRUDWHG E\ UHIHUHQFH LQWR WKLV 2IILFLDO 6WDWHPHQW DQG VKDOO EH GHHPHG WR

EH D SDUW KHUHRI

L WKH QQXDO 5HSRUW RQ RUP IRU WKH ILVFDO HDU HQGHG HFHPEHU ILOHG E\ ZLWK

WKH 6(& RQ HEUXDU\

LL WKH 4XDUWHUO\ 5HSRUW RQ RUP 4 IRU WKH TXDUWHUO\ SHULRG HQGHG 0DUFK ILOHG E\

ZLWK WKH 6(& RQ 0D\ DQG

LLL WKH 4XDUWHUO\ 5HSRUW RQ RUP 4 IRU WKH TXDUWHUO\ SHULRG HQGHG XQH ILOHG E\ ZLWK

WKH 6(& RQ XJXVW

OO FRQVROLGDWHG ILQDQFLDO VWDWHPHQWV RI 0 DQG DOO RWKHU LQIRUPDWLRQ UHODWLQJ WR 0 LQFOXGHG LQ RU DV

H[ KLELWV WR GRFXPHQWV ILOHG E\ ZLWK WKH 6(& SXUVXDQW WR 6HFWLRQ D RU G RI WKH 6HFXULWLHV

FKDQJH FW RI DV DPHQGHG H[ FOXGLQJ XUUHQW 5HSRUWV RU SRUWLRQV WKHUHRI IXUQLVKHG´ XQGHU WHP

RU WHP RI RUP DIWHU WKH ILOLQJ RI WKH ODVW GRFXPHQW UHIHUUHG WR DERYH DQG EHIRUH WKH

WHUPLQDWLRQ RI WKH RIIHULQJ RI WKH RQGV VKDOO EH GHHPHG LQFRUSRUDWHG E\ UHIHUHQFH LQWR WKLV 2IILFLDO

6WDWHPHQW DQG WR EH D SDUW KHUHRI IURP WKH UHVSHFWLYH GDWHV RI ILOLQJ VXFK GRFXPHQWV RSLHV RI PDWHULDOV

LQFRUSRUDWHG E\ UHIHUHQFH DUH DYDLODEOH RYHU WKH LQWHUQHW DW WKH 6(&¶V ZHEVLWH DW KWWS ZZZ VHF JRY DW

V ZHEVLWH DW KWWS ZZZ DVVXUHGJXDUDQW\ FRP RU ZLOO EH SURYLGHG XSRQ UHTXHVW WR VVXUHG XDUDQW\

0XQLFLSDO RUS URDGZD\ 1HZ RUN 1HZ RUN WWHQWLRQ RPPXQLFDWLRQV HSDUWPHQW

WHOHSKRQH FHSW IRU WKH LQIRUPDWLRQ UHIHUUHG WR DERYH QR LQIRUPDWLRQ DYDLODEOH RQ RU

WKURXJK V ZHEVLWH VKDOO EH GHHPHG WR EH SDUW RI RU LQFRUSRUDWHG LQ WKLV 2IILFLDO 6WDWHPHQW

Q\ LQIRUPDWLRQ UHJDUGLQJ 0 LQFOXGHG KHUHLQ XQGHU WKH FDSWLRQ 21' 1685$1&( VVXUHG

XDUDQW\ 0XQLFLSDO RUS RU LQFOXGHG LQ D GRFXPHQW LQFRUSRUDWHG E\ UHIHUHQFH KHUHLQ FROOHFWLYHO\ WKH

0 QIRUPDWLRQ´ VKDOO EH PRGLILHG RU VXSHUVHGHG WR WKH H[ WHQW WKDW DQ\ VXEVHTXHQWO\ LQFOXGHG 0

QIRUPDWLRQ HLWKHU GLUHFWO\ RU WKURXJK LQFRUSRUDWLRQ E\ UHIHUHQFH PRGLILHV RU VXSHUVHGHV VXFK SUHYLRXVO\

LQFOXGHG 0 QIRUPDWLRQ Q\ 0 QIRUPDWLRQ VR PRGLILHG RU VXSHUVHGHG VKDOO QRW FRQVWLWXWH D SDUW RI

WKLV 2IILFLDO 6WDWHPHQW H[ FHSW DV VR PRGLILHG RU VXSHUVHGHG

Miscellaneous Matters

0 PDNHV QR UHSUHVHQWDWLRQ UHJDUGLQJ WKH RQGV RU WKH DGYLVDELOLW\ RI LQYHVWLQJ LQ WKH RQGV Q

DGGLWLRQ 0 KDV QRW LQGHSHQGHQWO\ YHULILHG PDNHV QR UHSUHVHQWDWLRQ UHJDUGLQJ DQG GRHV QRW DFFHSW DQ\

UHVSRQVLELOLW\ IRU WKH DFFXUDF\ RU FRPSOHWHQHVV RI WKLV 2IILFLDO 6WDWHPHQW RU DQ\ LQIRUPDWLRQ RU GLVFORVXUH

FRQWDLQHG KHUHLQ RU RPLWWHG KHUHIURP RWKHU WKDQ ZLWK UHVSHFW WR WKH DFFXUDF\ RI WKH LQIRUPDWLRQ UHJDUGLQJ

0 VXSSOLHG E\ 0 DQG SUHVHQWHG XQGHU WKH KHDGLQJ 21' 1685$1&(´

5,6. 7256 5(/$ 7(' 72 21' 1685$1&(

7KH IROORZLQJ DUH ULVN IDFWRUV UHODWLQJ WR ERQG LQVXUDQFH JHQHUDOO\ Q WKH HYHQW RI GHIDXOW RI WKH SD\ PHQW RI

SULQFLSDO RU LQWHUHVW ZLWK UHVSHFW WR DQ\ RI WKH RQGV ZKHQ DOO RU VRPH EHFRPHV GXH DQ\ RZQHU RI WKH RQGV

RQ ZKLFK VXFK SULQFLSDO RU LQWHUHVW ZDV QRW SDLG ZLOO KDYH D FODLP XQGHU WKH 3ROLF\ IRU VXFK SD\ PHQWV Q WKH

HYHQW WKH RQG QVXUHU LV XQDEOH WR PDNH SD\ PHQW RI SULQFLSDO DQG LQWHUHVW DV VXFK SD\ PHQWV EHFRPH GXH



XQGHU WKH 3ROLF\ WKH RQGV ZLOO UHPDLQ SD\ DEOH DV GHVFULEHG XQGHU 6(& 85,7< 25 1' 6285&(6 2)

3$< 0(17 2) 7+( 21' 6 Q WKH HYHQW WKH RQG QVXUHU EHFRPHV REOLJDWHG WR PDNH SD\ PHQWV ZLWK

UHVSHFW WR WKH RQGV QR DVVXUDQFH ZLOO EH JLYHQ WKDW VXFK HYHQW ZLOO QRW DGYHUVHO\ DIIHFW WKH PDUNHW SULFH RI

WKH RQGV DQG WKH PDUNHWDELOLW\ OLTXLGLW\ RI WKH RQGV

7KH ORQJ WHUP UDWLQJV RQ WKH RQGV ZLOO EH GHSHQGHQW LQ SDUW RQ WKH ILQDQFLDO VWUHQJWK RI WKH RQG QVXUHU

DQG LWV FODLPV SD\ LQJ DELOLW\ 7KH RQG QVXUHU¶V ILQDQFLDO VWUHQJWK DQG FODLPV SD\ LQJ DELOLW\ ZLOO EH

SUHGLFDWHG XSRQ D QXPEHU RI IDFWRUV ZKLFK FRXOG FKDQJH RYHU WLPH 1R DVVXUDQFH ZLOO EH JLYHQ WKDW WKH ORQJ

WHUP UDWLQJ RI WKH RQG QVXUHU DQG RI WKH UDWLQJ RQ WKH RQGV LQVXUHG E\ WKH RQG QVXUHU ZLOO QRW EH

VXEMHFW WR GRZQJUDGH DQG VXFK HYHQW FRXOG DGYHUVHO\ DIIHFW WKH PDUNHW SULFH RI WKH RQGV DQG WKH

PDUNHWDELOLW\ OLTXLGLW\ RI WKH RQGV

7KH ERQGV RI WKH RQG QVXUHU ZLOO EH JHQHUDO REOLJDWLRQV RI WKH RQG QVXUHU DQG LQ DQ HYHQW RI GHIDXOW E\

WKH RQG QVXUHU WKH UHPHGLHV DYDLODEOH PD\ EH OLPLWHG E\ DSSOLFDEOH EDQNUXSWF\ ODZ VWDWH UHFHLYHUVKLS RU

RWKHU VLPLODU ODZV UHODWHG WR LQVROYHQF\ RI LQVXUDQFH FRPSDQLHV

1RQH RI WKH LVWULFW WKH LQDQFLDO GYLVRU WKH 8QGHUZULWHU RU WKHLU UHVSHFWLYH DWWRUQH\ V DJHQWV RU

FRQVXOWDQWV KDV PDGH LQGHSHQGHQW LQYHVWLJDWLRQ LQWR WKH FODLPV SD\ LQJ DELOLW\ RI WKH RQG QVXUHU DQG QR

DVVXUDQFH RU UHSUHVHQWDWLRQ UHJDUGLQJ WKH ILQDQFLDO VWUHQJWK RU SURMHFWHG ILQDQFLDO VWUHQJWK RI WKH RQG

QVXUHU ZLOO EH JLYHQ 7KXV ZKHQ PDNLQJ DQ LQYHVWPHQW GHFLVLRQ SRWHQWLDO LQYHVWRUV VKRXOG FDUHIXOO\

FRQVLGHU WKH DELOLW\ RI WKH LVWULFW WR SD\ SULQFLSDO RI DQG LQWHUHVW RQ WKH RQGV DQG WKH FODLPV SD\ LQJ DELOLW\

RI WKH RQG QVXUHU SDUWLFXODUO\ RYHU WKH OLIH RI WKH LQYHVWPHQW

7+( 675,&7

HQHUDO

7KH LVWULFW HQFRPSDVVHV DSSUR[ LPDWHO\ DFUHV WKH LVWULFW DQG´ ORFDWHG ZLWKLQ WKH VRXWKHUQ

SRUWLRQ RI WKH 7RZQ 7KH 7RZQ LV ORFDWHG LQ WKH RXQW\ DQG LV FRQVLGHUHG SDUW RI WKH JUHDWHU 7XFVRQ

PHWURSROLWDQ DUHD 6HH SSHQGL[ 1)250$7,21 5(*$ 5', 1* 7+( 72: 1 2) 6$+8$5,7$

5,=21$ ZKLFK LQFOXGHV FHUWDLQ LQIRUPDWLRQ DERXW WKH 7RZQ DQG VXUURXQGLQJ DUHD DQG JHQHUDOO\ WKH

LQIRUPDWLRQ RQ SDJHV LLL DQG LY

7KH 7RZQ IRUPHG WKH LVWULFW SXUVXDQW WR D UHVROXWLRQ DGRSWHG RQ 6HSWHPEHU 7KH LVWULFW LV D

VSHFLDO SXUSRVH WD[ OHY\ LQJ SXEOLF LPSURYHPHQW GLVWULFW IRU FHUWDLQ FRQVWLWXWLRQDO SXUSRVHV DQG D PXQLFLSDO

FRUSRUDWLRQ IRU FHUWDLQ RWKHU VWDWXWRU\ SXUSRVHV 7KH LVWULFW KDV WKH SRZHU WR LPSOHPHQW WKH LVWULFW¶V

JHQHUDO SODQ IRU SXEOLF LQIUDVWUXFWXUH SULPDULO\ WKURXJK WKH LVVXDQFH RI JHQHUDO REOLJDWLRQ DVVHVVPHQW RU

UHYHQXH ERQGV 7KH LVWULFW KDV QR FXUUHQW SODQV WR LVVXH DVVHVVPHQW RU UHYHQXH ERQGV

LVWULFW RDUG DQG GPLQLVWUDWLYH 6WDII

Q DFFRUGDQFH ZLWK 6WDWH ODZ WKH 0D\ RU DQG RXQFLO RI WKH 7RZQ VHUYH DV WKH KDLUPDQ DQG PHPEHUV RI WKH

LVWULFW RDUG GGLWLRQDOO\ WKH LVWULFW RDUG KDV DSSRLQWHG HOO\ 8GDOO WKH 7RZQ 0DQDJHU DV WKH

LVWULFW 0DQDJHU 0DUULRWWL WKH 7RZQ¶V LQDQFH LUHFWRU DV WKH LVWULFW 7UHDVXUHU DQG WKH LVWULFW

LQDQFH LUHFWRU DQLHO RFKXOL WKH 7RZQ WWRUQH\ DV WKH LVWULFW RXQVHO DQG LVD ROH WKH 7RZQ

OHUN DV WKH LVWULFW OHUN



38%/,& 1)5$6758&785(

7KH 6HULHV RQGV LQFOXGHG WKH FRVW RI FRQVWUXFWLQJ DQG DFTXLULQJ WKH SXEOLF LQIUDVWUXFWXUH WKH 3XEOLF

QIUDVWUXFWXUH´ ZLWKLQ WKH LVWULFW QHFHVVDU\ IRU GHYHORSPHQW 7KH WRWDO DFTXLVLWLRQ DQG FRQVWUXFWLRQ FRVW RI

WKH 3XEOLF QIUDVWUXFWXUH IRU WKH 6HULHV RQGV ZDV DV IROORZV

HVFULSWLRQ RVW HDU FTXLUHG RPSOHWHG

DPSEHOO YHQXH 3XEOLF UWHULDO

DPSEHOO YHQXH ULGJH

6RXWK RXQGDU\ 5RDGZD\ 3XEOLF UWHULDO

DQGVFDSLQJ ORQJ 3XEOLF 6WUHHWV

UDLQDJH PSURYHPHQWV

3XEOLF 6HZHU 6\ VWHP

ULGJHV DW DVK URVVLQJV

3DUN

1' 9(/ 230(17 7+( 9(/ 23( 5

The information contained in this section relates to and has been obtained from the Developer, and none of

the District, the Financial Advisor or the Underwriter assumes any responsibility for the accuracy or

completeness thereof.  None of the District, the Financial Advisor or the Underwriter make any

representation regarding projected development plans within the District, the financial soundness of the

Developer or other property owners and developers or the managerial ability of such persons and entities to

complete development as planned.  The development of the District Land may be affected by factors, such as

governmental policies with respect to land development, the availability of utilities, the availability of

energy, construction costs, interest rates, competition from other developments and other political, legal and

economic conditions beyond the control of the District, property owners and developers.  Further, the

District Land may be subject to encumbrances as security for obligations payable to various parties, the

default of which could adversely affect construction activity.  See “ RISK FACTORS.” 

DQG HYHORSPHQW

General 7KH LVWULFW DQG ZKLFK FRQVLVWV RI DSSUR[ LPDWHO\ DFUHV LV EHLQJ GHYHORSHG E\ WKH

HYHORSHU DV SDUW RI DQ DSSUR[ LPDWHO\ DFUH PDVWHU SODQQHG UHVLGHQWLDO GHYHORSPHQW NQRZQ DV 4XDLO

UHHN´ WKH Project´ 7KH SRUWLRQ RI WKH 3URMHFW ORFDWHG RQ LVWULFW DQG LV DQWLFLSDWHG WR LQFOXGH DQG

DSSOLFDEOH RQLQJ ZRXOG SHUPLW DSSUR[ LPDWHO\ XQLWV FRQVLVWLQJ RI VLQJOH IDPLO\ GZHOOLQJV DV ZHOO DV

UHODWHG JROI FRXUVHV DQG DPHQLWLHV

7KH LVWULFW DQG LQFOXGHV DSSUR[ LPDWHO\ DFUHV GHVLJQDWHG IRU SXEOLF SDUNV DQG RSHQ VSDFHV ZKLFK DV

SDUW RI VXEVHTXHQW SKDVHV RI GHYHORSPHQW RI WKH 3URMHFW ZLOO LQFOXGH ERWK SDVVLYH DQG DFWLYH UHFUHDWLRQDO

DPHQLWLHV LQFOXGLQJ D VRIWEDOO ILHOG VPDOO ZDWHU IHDWXUHV VKDGH UDPDGDV DQG RXWK SOD\ JURXQG IDFLOLWLHV

7KH SDUN DOVR ZLOO IHDWXUH SXEOLF UHVWURRPV DWHU SKDVHV PD\ LQFOXGH SXEOLF PHHWLQJ VSDFH

OWKRXJK WKH QXPEHU RI DFUHV GHYRWHG WR HDFK SDUWLFXODU ODQG XVH PD\ XOWLPDWHO\ YDU\ WKH LVWULFW LV

FXUUHQWO\ H[ SHFWHG WR LQFOXGH WKH IROORZLQJ ODQG XVHV



7$%/(
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7\SH RI HYHORSPHQW

SSUR[ LPDWH FUHV

RI LVWULFW DQG

5HVLGHQWLDO

3XEOLF 5RDGZD\ V 5LJKWV RI D\

2SHQ 6SDFH 3DUNV

7RWDO

Ownership of District Land 7LWOH WR WKH LVWULFW DQG LV KHOG LQ D WUXVW WKH 7UXVW´ DQG FRQWUROOHG E\ WKH

HYHORSHU 3XUVXDQW WR WKH 7UXVW JUHHPHQW WKH HYHORSHU LV UHVSRQVLEOH WR SD\ DOO WD[ HV DQG DVVHVVPHQWV

OHYLHG DQG DVVHVVHG XSRQ DQG DJDLQVW WKH LVWULFW DQG KHOG LQ WKH 7UXVW

Development of Quail Creek 7KH LQLWLDO SKDVHV RI GHYHORSPHQW RI WKH 3URMHFW EHJDQ SULRU WR WKH SXUFKDVH RI

WKH 3URMHFW E\ WKH HYHORSHU LQ XQH W WKH WLPH RI WKH HYHORSHU¶V DFTXLVLWLRQ WKHUH ZHUH

DSSUR[ LPDWHO\ H[ LVWLQJ KRPHV D QLQH KROH JROI FRXUVH DQG VRPH DPHQLWLHV 6KRUWO\ DIWHU DVVXPLQJ

RZQHUVKLS RI WKH 3URMHFW WKH HYHORSHU PRGLILHG WKH SURGXFW RIIHULQJV ZLWK QHZ IORRU SODQV DQG PRGHO

KRPHV 6LQFH WKH HYHORSHU KDV PDGH QXPHURXV LPSURYHPHQWV WR WKH 3URMHFW LQFOXGLQJ FRQVWUXFWLRQ

RI DQ DGGLWLRQDO HLJKWHHQ KROHV RI JROI D QHZ VDOHV RIILFH D QHZ FOXEKRXVH D QHZ JULOOH D FUHDWLYH DQG

WHFKQRORJ\ FHQWHU D VL[ WHHQ FRXUW SLFNOHEDOO FRPSOH[ DQG LPSURYHPHQWV WR H[ LVWLQJ DPHQLWLHV LQFOXGLQJ WKH

SUR VKRS ILWQHVV FHQWHU DTXDWLF IDFLOLW\ DQG PHHWLQJ VSDFH

7KH IROORZLQJ WDEOH VHWV IRUWK WKH VDOHV DQG FORVLQJV RI QHZ KRPHV QHW RI FDQFHOODWLRQV IRU WKH HDUV VLQFH



7$%/(
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DOHQGDU

HDU 7RWDO 6DOHV 7RWDO ORVLQJV

7RWDOV

1RW LQ LVWULFW Q LVWULFW

7RWDO RWV

7RWDO RWV ORVHG

RWV XUUHQWO\ 6ROG 1RW ORVHG

7RWDO RWV YDLODEOH

7KURXJK XJXVW

6RXUFH 7KH HYHORSHU

6LQJOH IDPLO\ KRPHV FRQVWUXFWHG E\ WKH HYHORSHU DUH DQWLFLSDWHG WR KDYH DQ DYHUDJH SULFH RI 7KH

HYHORSHU¶V DEVRUSWLRQ SURMHFWLRQV IRU WKH SRUWLRQ RI WKH 3URMHFW LQFOXGHG LQ WKH LVWULFW DUH VHW IRUWK EHORZ

LQ 7DEOH 6XFK SURMHFWLRQV DUH IRUZDUG ORRNLQJ´ VWDWHPHQWV DQG VKRXOG EH FRQVLGHUHG ZLWK DQ

DEXQGDQFH RI FDXWLRQ
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HDU 1RW LQ LVWULFW Q LVWULFW

QQXDO

7RWDO

LVWULFW

7RWDO

6RXUFH 7KH HYHORSHU

V VWDWHG DERYH WKHUH LV QR JXDUDQWHH WKDW WKH IRUHJRLQJ SURMHFWLRQV ZLOO RFFXU GGLWLRQDOO\ WKH HYHORSHU

DQWLFLSDWHV WKDW LW ZLOO DQG WKHUH DUH QR UHVWULFWLRQV RQ WKH DELOLW\ RI WKH HYHORSHU WR VHOO D SRUWLRQ RI WKH

LVWULFW DQG WR LQGLYLGXDOV DQG RWKHU KRPHEXLOGHUV DQG WKHUH FDQ EH QR DVVXUDQFH QRZ RU DW WKH WLPH WKH

RQGV DUH LVVXHG WKDW DQ\ VXEVHTXHQW RZQHUV ZLOO KDYH WKH ILQDQFLDO FDSDELOLW\ WR RU ZLOO FRPPHQFH RU

FRPSOHWH GHYHORSPHQW RQ DQ\ SRUWLRQ RI WKH LVWULFW DQG VR DFTXLUHG 6HH 5,6. 7256

RQFHQWUDWLRQ RI 2ZQHUVKLS 6XEVHTXHQW 7UDQVIHU´ DQG DLOXUH RU QDELOLW\ WR RPSOHWH

3URSRVHG 3URMHFW

Other Project Infrastructure Q DGGLWLRQ WR WKH SXEOLF LQIUDVWUXFWXUH WKH SRUWLRQ RI WKH 3URMHFW ZLWKLQ WKH

LVWULFW ZLOO LQFOXGH FRQVWUXFWLRQ RI FHUWDLQ RWKHU LQIUDVWUXFWXUH WKH Project Infrastructure´ 1RQH RI WKH

3URMHFW QIUDVWUXFWXUH ZLOO EH ILQDQFHG ZLWK SURFHHGV IURP WKH VDOH RI WKH RQGV EXW LQVWHDG ZLOO EH ILQDQFHG

E\ WKH HYHORSHU WKURXJK D FRPELQDWLRQ RI HTXLW\ DQG QHZ GHEW

Environmental, Cultural, and Biological V SDUW RI WKH GXH GLOLJHQFH SURFHVV DVVRFLDWHG ZLWK WKH

DFTXLVLWLRQ RI WKH 3URMHFW VLWH RXWVLGH FRQVXOWDQWV ZHUH HPSOR\ HG WR HYDOXDWH HQYLURQPHQWDO FXOWXUDO DQG

ELRORJLFDO LPSHGLPHQWV WR WKH GHYHORSPHQW RI WKH VLWH 6HH 5,6. 7256 QYLURQPHQWDO´ KHUHLQ

Existing Indebtedness 7KHUH LV FXUUHQWO\ D MRLQW FUHGLW IDFLOLW\ UHFRUGHG RQ WKH 3URMHFW EXW WKHUH LV QR

RXWVWDQGLQJ DPRXQW RZHG XQGHU WKLV IDFLOLW\ WKHUH LV RQO\ WKH H[ LVWLQJ OHWWHU RI FUHGLW GUDZQ DJDLQVW LW LQ

FRQQHFWLRQ ZLWK WKH RQGV HLQJ 5HIXQGHG



7KH HYHORSHU LV FXUUHQWO\ LQ WKH SURFHVV RI UHSODFLQJ WKDW MRLQW FUHGLW IDFLOLW\ ZLWK D QHZ MRLQW FUHGLW IDFLOLW\

8QGHU WKH QHZ FUHGLW IDFLOLW\ WKH HYHORSHU ZLOO EH D GHEWRU

7KH HYHORSHU

7KH HYHORSHU LV D HODZDUH OLPLWHG OLDELOLW\ FRPSDQ\ RUJDQL] HG RQ XQH WR GHYHORS WKH 3URMHFW

7KH HYHORSHU VHOOV UHVLGHQFHV RQ LPSURYHG ORWV DQG SURYLGHV DPHQLWLHV IRU WKH KRPHRZQHUV VXFK DV JROI

FRXUVHV FRXQWU\ FOXEV WHQQLV FRXUWV DQG RWKHU UHFUHDWLRQDO IDFLOLWLHV ZLWKLQ WKH DGXOW FRPPXQLW\ Q XO\

WKH HYHORSHU SXUFKDVHG WKH 3URMHFW IURP WKH RULJLQDO GHYHORSHU

7KH HYHORSHU¶V DXGLWHG ILQDQFLDO VWDWHPHQWV IRU WKH ILVFDO HDU HQGHG HFHPEHU DUH LQFOXGHG DV

33( 1',;
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6KRZQ EHORZ LV WKH VRXUFHV DQG XVHV RI IXQGV UHODWHG WR WKH RQGV

6RXUFHV RI XQGV

3DU PRXQW RI RQGV

1HW@ 2ULJLQDO VVXH 3UHPLXP LVFRXQW a)

HYHORSHU RQWULEXWLRQ IRU 3D\ PHQW RI RVWV

7RWDO

8VHV RI XQGV

7UDQVIHU WR 6HULHV 7UXVWHH

RVWV RI VVXDQFH LQFOXGLQJ 8QGHUZULWHU¶V RPSHQVDWLRQ b)

7RWDO

Subject to change.

a) Net original issue premium consists of original issue premium on the Bonds, less original issue

discount on the Bonds. 

b) Includes bond insurance premium and compensation and costs of the Underwriter with respect to the

Bonds. 

5,6. 7256
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VVHVVHG 9DOXDWLRQ RI 3URSHUW\

QIRUPDWLRQ LV SURYLGHG KHUHLQ ZLWK UHVSHFW WR WKH DVVHVVHG YDOXDWLRQ RI WKH LVWULFW DQG 6HH 7DEOH

1HW VVHVVHG 3URSHUW\ 9DOXH IRU 6HFRQGDU\ 7D[ 3XUSRVHV E\ 3URSHUW\ ODVVLILFDWLRQ W LV DQWLFLSDWHG WKDW

WKH DVVHVVHG YDOXDWLRQ RI WKH LVWULFW ZLOO LQFUHDVH DV WKH GHYHORSPHQW RI WKH 3URMHFW FRQWLQXHV RZHYHU

OHVV WKDQ H[ SHFWHG LQFUHDVHV LQ IXWXUH DVVHVVHG YDOXDWLRQ RU GHFUHDVHV LQ WKH IXWXUH DVVHVVHG YDOXDWLRQ RI WKH

LVWULFW PD\ UHGXFH WKH ZLOOLQJQHVV RI ODQGRZQHUV WR SD\ WKH DG YDORUHP SURSHUW\ WD[ HV VHFXULQJ WKH RQGV

RU DGYHUVHO\ DIIHFW WKH LQWHUHVW RI SRWHQWLDO EX\ HUV RI VXFK SURSHUW\ DW DQ\ IRUHFORVXUH VDOH IRU SXUSRVHV RI

SD\ LQJ VXFK WD[ HV 6HH 6(& 85,7< 25 1' 6285&(6 2) 3$<0(17 2) 7+( 21' 6 G

9DORUHP 3URSHUW\ 7D[ DWLRQ LQ WKH LVWULFW

RQFHQWUDWLRQ RI 2ZQHUVKLS 6XEVHTXHQW 7UDQVIHU

7KHUH FDQ EH QR DVVXUDQFH WKDW WKH HYHORSHU KDV WKH ILQDQFLDO FDSDELOLW\ WR FRPSOHWH GHYHORSPHQW ZLWKLQ

WKH 3URMHFW HFDXVH WKHUH FDQ EH QR DVVXUDQFH WKDW WKH PHPEHUV RI WKH OLPLWHG OLDELOLW\ FRPSDQ\ WKDW IRUP

WKH HYHORSHU ZLOO SURYLGH DGGLWLRQDO IXQGV WR WKH HYHORSHU QRU WKDW EDQN ORDQV ZLOO EH DYDLODEOH WR WKH

HYHORSHU VXIILFLHQW WR SD\ DOO FRVWV DWWULEXWDEOH WR WKH 3URMHFW WKH HYHORSHU PD\ KDYH WR GHSHQG RQ

UHYHQXHV IURP VDOHV RI ORWV DQG SDUFHOV WR JHQHUDWH FDVK IORZ DQG RWKHUZLVH PDNH IXQGV DYDLODEOH WR SD\ DOO

FRVWV DVVRFLDWHG ZLWK WKH RZQHUVKLS RSHUDWLRQ DQG GHYHORSPHQW RI WKH 3URMHFW I WKH HYHORSHU KDV WR

GHSHQG RQ VDOHV RI ORWV DQG SDUFHOV WR JHQHUDWH FDVK IORZ WKHUH FDQ EH QR DVVXUDQFH WKDW VXIILFLHQW IXQGV ZLOO

EH DYDLODEOH WR WKH HYHORSHU WR SD\ DOO RI LWV REOLJDWLRQV DQG OLDELOLWLHV LQFOXGLQJ ZLWKRXW OLPLWDWLRQ

SURSHUW\ WD[ HV LQFOXGLQJ WKRVH UHODWLQJ WR SURSHUW\ WKHQ RZQHG E\ WKH HYHORSHU WR EH DSSOLHG WR SD\ WKH

RQGV DV VXFK REOLJDWLRQV DQG OLDELOLWLHV EHFRPH GXH DQG SD\ DEOH

6HH 7$%/( ZLWK UHJDUG WR WKH FRQFHQWUDWLRQ RI RZQHUVKLS RI SURSHUW\ LQ DQG REOLJDWLRQ IRU SD\ PHQW RI

SURSHUW\ WD[ HV RI WKH LVWULFW LQ FHUWDLQ HQWLWLHV

Q DGGLWLRQ WKH HYHORSHU PD\ WUDQVIHU RZQHUVKLS RI SDUFHOV RU SRUWLRQV WKHUHRI GHVLJQDWHG IRU UHVLGHQWLDO

GHYHORSPHQW ZLWKLQ WKH LVWULFW WR KRPHEXLOGHUV SULRU WR FRPSOHWLRQ RI GHYHORSPHQW WKHUHLQ 7KHUH DUH QR

UHVWULFWLRQV RQ WKH DELOLW\ RI WKH HYHORSHU WR VHOO SDUFHOV RU SRUWLRQV WKHUHRI 7KHUH FDQ EH QR DVVXUDQFH

WKDW DQ\ EXLOGHU ZLOO XOWLPDWHO\ DFTXLUH DQG GHYHORS DOO RI WKH ORWV QRU DQ\ DVVXUDQFH WKDW DQ\ EXLOGHU ZLOO EH

DEOH WR REWDLQ WKH SURMHFWHG VDOHV SULFHV IRU DQ\ KRXVHV WR EH FRQVWUXFWHG RQ WKH ORWV

DLOXUH RU QDELOLW\ WR RPSOHWH 3URSRVHG 3URMHFW

7KH FRQWLQXLQJ GHYHORSPHQW DQG VXFFHVVIXO FRPSOHWLRQ RI WKH 3URMHFW E\ WKH HYHORSHU LV FRQWLQJHQW XSRQ

FRQVWUXFWLRQ RU DFTXLVLWLRQ RI PDMRU SXEOLF LPSURYHPHQWV VXFK DV DUWHULDO VWUHHWV ZDWHU GLVWULEXWLRQ IDFLOLWLHV

VHZDJH FROOHFWLRQ DQG WUDQVPLVVLRQ IDFLOLWLHV GUDLQDJH IDFLOLWLHV WHOHSKRQH DQG HOHFWULFDO IDFLOLWLHV

UHFUHDWLRQDO IDFLOLWLHV DQG VWUHHW OLJKWLQJ DV ZHOO DV ORFDO LQ WUDFW LPSURYHPHQWV LQFOXGLQJ VLWH JUDGLQJ I WKH

HYHORSHU LV XQDEOH WR FRPSOHWH WKHVH DGGLWLRQDO LPSURYHPHQWV WKH DELOLW\ RI WKH HYHORSHU WR VHOO ODQG

ZRXOG EH DIIHFWHG DGYHUVHO\

7KHUH DUH QR DVVXUDQFHV WKH HYHORSHU FDQ REWDLQ WKH QHFHVVDU\ ILQDQFLQJ WR SD\ IRU WKH UHTXLUHG

GHYHORSPHQW FRVWV DVK JHQHUDWHG IURP WKH VDOH RI ODQG ZLWKLQ WKH LVWULFW E\ WKH HYHORSHU LV H[ SHFWHG WR

IXQG D VXEVWDQWLDO SRUWLRQ RI WKH FRVWV RI WKH GHYHORSPHQW 7KH FRVW RI WKHVH DGGLWLRQDO LPSURYHPHQWV SOXV

WKH SXEOLF DQG SULYDWH LQ WUDFW RQ VLWH DQG RII VLWH LPSURYHPHQWV PD\ LQFUHDVH WKH SXEOLF DQG SULYDWH GHEW IRU

ZKLFK WKH ODQG ZLWKLQ WKH LVWULFW LV VHFXULW\ 7KH EXUGHQ RI DGGLWLRQDO GHEW ZRXOG EH SODFHG RQ WKH ODQG

ZLWKLQ WKH LVWULFW WR FRPSOHWH WKH QHFHVVDU\ LPSURYHPHQWV 6HH LUHFW DQG 2YHUODSSLQJ QGHEWHGQHVV´

EHORZ



LUHFW DQG 2YHUODSSLQJ QGHEWHGQHVV

7KH DELOLW\ RI DQ RZQHU RI ODQG ZLWKLQ WKH LVWULFW WR SD\ LWV DG YDORUHP WD[ HV FRXOG EH DIIHFWHG E\ WKH

H[ LVWHQFH RI RWKHU WD[ HV DQG DVVHVVPHQWV LPSRVHG XSRQ WKH SURSHUW\ LQFOXGLQJ VSHFLDO DVVHVVPHQW ERQGV

7KH LVWULFW DQG RWKHU SROLWLFDO VXEGLYLVLRQV ZKRVH ERXQGDULHV RYHUODS WKRVH RI WKH LVWULFW FRXOG ZLWKRXW

WKH FRQVHQW RI WKH LVWULFW DQG LQ FHUWDLQ FDVHV ZLWKRXW WKH FRQVHQW RI WKH RZQHUV RI WKH ODQG ZLWKLQ WKH

LVWULFW LPSRVH DGGLWLRQDO DG YDORUHP WD[ HV RU DVVHVVPHQW OLHQV RQ WKH SURSHUW\ ZLWKLQ WKH LVWULFW LQ RUGHU

WR ILQDQFH SXEOLF LPSURYHPHQWV WR EH ORFDWHG LQVLGH RU RXWVLGH RI WKH LVWULFW 7KH H[ LVWLQJ SXEOLF GHEW

UHODWLQJ WR WKH LVWULFW LV VHW IRUWK LQ 29(5/$ 33,1* 7,21$/ 1' 7,21$/

29(5/$ 33,1* 1'(%7(' 1(66 7KH OLHQ FUHDWHG RQ WKH SURSHUW\ ZLWKLQ WKH LVWULFW WKURXJK WKH OHY\

RI DG YDORUHP WD[ HV ZRXOG EH RQ D SDULW\ ZLWK WKDW IRU WKH DG YDORUHP WD[ HV VHFXULQJ WKH RQGV 7KH

LPSRVLWLRQ RI DGGLWLRQDO SDULW\ OLHQV MXQLRU OLHQV LQ WKH FDVH RI VSHFLDO DVVHVVPHQWV RU HYHQ SULYDWH

ILQDQFLQJ PD\ UHGXFH WKH DELOLW\ RU ZLOOLQJQHVV RI WKH RZQHUV RI ODQG ZLWKLQ WKH LVWULFW WR SD\ WKH DG

YDORUHP SURSHUW\ WD[ HV VHFXULQJ WKH RQGV Q WKDW HYHQW WKHUH FRXOG EH D GHIDXOW LQ WKH SD\ PHQW RI WKH

RQGV

URP WLPH WR WLPH WKHUH DUH OHJLVODWLYH SURSRVDOV LQ WKH UL] RQD HJLVODWXUH WKDW LI HQDFWHG FRXOG DOWHU WKH

EDVLV RQ ZKLFK DG YDORUHP WD[ HV LQFOXGLQJ WKRVH WKDW VHFXUH WKH RQGV DUH DVVHVVHG OHYLHG DQG FROOHFWHG

DQG ZKLFK FRXOG DIIHFW DPRQJ RWKHU WKLQJV WKH GLVWULEXWLRQ RI WKH DPRXQW RI WD[ HV YDULRXV FODVVLILFDWLRQV RI

SURSHUW\ PD\ EH REOLJDWHG WR SD\ W FDQQRW EH SUHGLFWHG ZKHWKHU RU LQ ZKDW IRUP DQ\ VXFK SURSRVDO PLJKW

EH HQDFWHG RU ZKHWKHU LI HQDFWHG LW ZRXOG DIIHFW WKH RQGV RU RWKHU REOLJDWLRQV LVVXHG SULRU WR HQDFWPHQW

DQNUXSWF\ DQG RUHFORVXUH HOD\ V

7KH SD\ PHQW RI WKH DG YDORUHP WD[ HV VHFXULQJ WKH RQGV DQG WKH DELOLW\ RI WKH LVWULFW WR IRUHFORVH WKH OLHQ RI

GHOLQTXHQW XQSDLG DG YDORUHP WD[ HV PD\ EH OLPLWHG E\ EDQNUXSWF\ LQVROYHQF\ RU RWKHU ODZV JHQHUDOO\

DIIHFWLQJ FUHGLWRUV¶ ULJKWV RU E\ WKH ODZV RI WKH 6WDWH UHODWLQJ WR MXGLFLDO IRUHFORVXUH OWKRXJK EDQNUXSWF\

SURFHHGLQJV ZRXOG QRW H[ WLQJXLVK WKH DG YDORUHP WD[ HV VHFXULQJ WKH RQGV EDQNUXSWF\ RI D SURSHUW\ RZQHU

FRXOG UHVXOW LQ D GHOD\ LQ WKH IRUHFORVXUH SURFHHGLQJV 6XFK GHOD\ ZRXOG LQFUHDVH WKH OLNHOLKRRG RI D GHOD\ RU

GHIDXOW LQ SD\ PHQW RI WKH RQGV ZKHQ GXH 6HH 6(&85,7< 1' 6285&(6 2) 3$<0(17 25 7+(

21' 6 Ad Valorem 7D[ DWLRQ 3URFHVV ZLWKLQ WKH LVWULFW

W VKRXOG EH QRWHG WKDW LQ WKH HYHQW RI D EDQNUXSWF\ RI D WD[ SD\ HU SXUVXDQW WR WKH 8QLWHG 6WDWHV DQNUXSWF\

RGH WKH DQNUXSWF\ RGH´ WKH ODZ LV FXUUHQWO\ XQVHWWOHG DV WR ZKHWKHU D OLHQ FDQ EH DWWDFKHG DJDLQVW WKH

WD[ SD\ HU¶V SURSHUW\ IRU SURSHUW\ WD[ HV OHYLHG GXULQJ WKH SHQGHQF\ RI WKH EDQNUXSWF\ SURFHHGLQJV 6XFK WD[ HV

PLJKW FRQVWLWXWH DQ XQVHFXUHG DQG SRVVLEOH QRQ LQWHUHVW EHDULQJ DGPLQLVWUDWLYH H[ SHQVH SD\ DEOH RQO\ WR WKH

H[ WHQW WKDW WKH VHFXUHG FUHGLWRUV RI D WD[ SD\ HU DUH RYHU VHFXUHG DQG WKHQ SRVVLEO\ RQO\ RQ D SUR UDWD EDVLV

ZLWK RWKHU DOORZHG DGPLQLVWUDWLYH FODLPV W FDQQRW EH GHWHUPLQHG WKHUHIRUH ZKDW DGYHUVH LPSDFW WKH

EDQNUXSWF\ RI D SURSHUW\ RZQHU PLJKW KDYH RQ WKH DELOLW\ RI WKH LVWULFW WR FROOHFW DG YDORUHP WD[ HV OHYLHG RQ

WKDW SURSHUW\ EHIRUH RU GXULQJ WKH EDQNUXSWF\ SURFHHGLQJV 3URFHHGV WR SD\ VXFK WD[ HV FRPH RQO\ IURP WKH

WD[ SD\ HU RU IURP D VDOH RI WKH WD[ OLHQ RQ WKH SURSHUW\

KHQ D GHEWRU ILOHV RU LV IRUFHG LQWR EDQNUXSWF\ DQ\ DFW WR REWDLQ SRVVHVVLRQ RI WKH GHEWRU¶V HVWDWH DQ\ DFW

WR FUHDWH RU SHUIHFW DQ\ OLHQ DJDLQVW WKH SURSHUW\ RI WKH GHEWRU RU DQ\ DFW WR FROOHFW DVVHVV RU UHFRYHU DQ\

FODLP DJDLQVW WKH GHEWRU RU LWV HVWDWH WKDW DURVH EHIRUH WKH FRPPHQFHPHQW RI WKH EDQNUXSWF\ LV DXWRPDWLFDOO\

VWD\ HG SXUVXDQW WR WKH DQNUXSWF\ RGH KLOH WKH VWD\ PD\ QRW SUHYHQW WKH VDOH RI WD[ OLHQV DJDLQVW WKH UHDO

SURSHUW\ RI D EDQNUXSW WD[ SD\ HU WKH MXGLFLDO RU DGPLQLVWUDWLYH IRUHFORVXUH RI D WD[ OLHQ DJDLQVW WKH UHDO

SURSHUW\ RI D GHEWRU LQ EDQNUXSWF\ ZRXOG EH VXEMHFW WR WKH VWD\ RI EDQNUXSWF\ FRXUW XUWKHUPRUH WD[ VDOH

LQYHVWRUV´ PD\ EH UHOXFWDQW WR SXUFKDVH WD[ OLHQV XQGHU VXFK FLUFXPVWDQFHV DQG WKHUHIRUH WKH WLPHOLQHVV RI

SRVW EDQNUXSWF\ SHWLWLRQ WD[ FROOHFWLRQV EHFRPH XQFHUWDLQ



Q WKH HYHQW WKH LVWULFW LV H[ SUHVVO\ HQMRLQHG RU SURKLELWHG E\ ODZ IURP FROOHFWLQJ WD[ HV GXH IURP DQ\

WD[ SD\ HU VXFK DV PD\ UHVXOW IURP WKH EDQNUXSWF\ RI D WD[ SD\ HU DQ\ UHVXOWLQJ GHILFLHQF\ FRXOG EH FROOHFWHG

LQ VXEVHTXHQW WD[ HDUV E\ DGMXVWLQJ WKH LVWULFW¶V WD[ UDWH FKDUJHG WR QRQ EDQNUXSW WD[ SD\ HUV GXULQJ VXFK

VXEVHTXHQW HDUV

W FDQQRW EH GHWHUPLQHG ZKDW LPSDFW DQ\ GHWHULRUDWLRQ RI WKH ILQDQFLDO FRQGLWLRQ RI DQ\ WD[ SD\ HU ZKHWKHU RU

QRW SURWHFWLRQ XQGHU WKH DQNUXSWF\ RGH LV VRXJKW PD\ KDYH RQ SD\ PHQW RI RU WKH VHFRQGDU\ PDUNHW IRU

WKH RQGV 1RQH RI WKH LVWULFW WKH LQDQFLDO GYLVRU WKH 8QGHUZULWHU RU WKHLU UHVSHFWLYH DJHQWV RU

FRQVXOWDQWV KDYH XQGHUWDNHQ DQ\ LQGHSHQGHQW LQYHVWLJDWLRQ RI WKH RSHUDWLRQV DQG ILQDQFLDO FRQGLWLRQ RI DQ\

RI WKH SURSHUW\ RZQHUV LQ WKH LVWULFW QRU KDYH WKH\ DVVXPHG UHVSRQVLELOLW\ IRU WKH VDPH

Q DGGLWLRQ WKH YDULRXV OHJDO RSLQLRQV WR EH GHOLYHUHG FRQFXUUHQWO\ ZLWK WKH GHOLYHU\ RI WKH RQGV LQFOXGLQJ

RQG RXQVHO¶V DSSURYLQJ OHJDO RSLQLRQ ZLOO EH TXDOLILHG DV WR WKH HQIRUFHDELOLW\ RI WKH YDULRXV OHJDO

LQVWUXPHQWV E\ EDQNUXSWF\ UHRUJDQL] DWLRQ LQVROYHQF\ RU RWKHU VLPLODU ODZV DIIHFWLQJ WKH ULJKWV RI FUHGLWRUV

JHQHUDOO\

3URMHFWLRQV

QFOXGHG LQ WKLV 2IILFLDO 6WDWHPHQW DUH YDULRXV SURMHFWLRQV IRU ORW VDOHV ORW FORVLQJV FRPSOHWLRQ GDWHV

FRPSOHWLRQ FRVWV DQG RWKHU LWHPV 7KH SURMHFWLRQV IRU ORW VDOHV ORW FORVLQJV FRPSOHWLRQ GDWHV FRPSOHWLRQ

FRVWV DQG RWKHU LWHPV DUH EDVHG RQ DVVXPSWLRQV FRQFHUQLQJ IXWXUH HYHQWV DQG VKRXOG EH YLHZHG ZLWK DQ

DEXQGDQFH RI FDXWLRQ LUFXPVWDQFHV WKDW PD\ QRW HW EH DVFHUWDLQDEOH ZKLFK DUH EHOLHYHG WR EH VLJQLILFDQW

DQG ZKLFK DUH QRW ZLWKLQ WKH FRQWURO RI WKH LVWULFW RU WKH HYHORSHU PD\ DOVR H[ LVW 7KHUH DUH XVXDOO\

GLIIHUHQFHV EHWZHHQ SURMHFWLRQV IRU ORW VDOHV ORW FORVLQJV FRPSOHWLRQ GDWHV FRPSOHWLRQ FRVWV DQG RWKHU LWHPV

DQG DFWXDO ORW VDOHV ORW FORVLQJV FRPSOHWLRQ GDWHV FRPSOHWLRQ FRVWV DQG RWKHU LWHPV EHFDXVH WKH ORW VDOHV

ORW FORVLQJV FRPSOHWLRQ GDWHV FRPSOHWLRQ FRVWV DQG RWKHU LWHPV IUHTXHQWO\ GR QRW RFFXU DV H[ SHFWHG DQG

WKRVH GLIIHUHQFHV PD\ EH PDWHULDO 7KHUH FDQ EH QR DVVXUDQFHV WKDW WKH YDULRXV SURMHFWLRQV VHW IRUWK LQ WKLV

2IILFLDO 6WDWHPHQW FDQ EH DFKLHYHG

RUZDUG RRNLQJ 6WDWHPHQWV

7KLV 2IILFLDO 6WDWHPHQW FRQWDLQV FHUWDLQ IRUZDUG ORRNLQJ´ VWDWHPHQWV WKDW DUH IRUZDUG ORRNLQJ´ VWDWHPHQWV

ZLWKLQ WKH PHDQLQJ RI 6HFWLRQ RI WKH 6HFXULWLHV FW RI DQG 6HFWLRQ RI WKH 6HFXULWLHV FKDQJH

FW RI 7KHVH IRUZDUG ORRNLQJ VWDWHPHQWV VKRXOG EH FRQVLGHUHG LQ OLJKW RI WKH LQIRUPDWLRQ SURYLGHG

XQGHU WKLV VHFWLRQ DQG LQ WKH RWKHU SRUWLRQV RI WKLV 2IILFLDO 6WDWHPHQW OWKRXJK LW LV EHOLHYHG WKDW WKH

IRUZDUG ORRNLQJ VWDWHPHQWV DUH UHDVRQDEOH WKH\ FRXOG SURYH WR EH LQDFFXUDWH

7KH 8QGHUZULWHU PDNHV QR UHSUHVHQWDWLRQ DV WR WKH DFFXUDF\ RI WKH SURMHFWLRQV FRQWDLQHG KHUHLQ QRU DV WR WKH

DVVXPSWLRQV RQ ZKLFK WKH SURMHFWLRQV DUH EDVHG

7KH RQGV ZLOO EH VHFXUHG VROHO\ E\ DG YDORUHP SURSHUW\ WD[ HV JHQHUDWHG ZLWKLQ WKH LVWULFW DPRXQWV

DYDLODEOH SXUVXDQW WR WKH 6WDQGE\ RQWULEXWLRQ JUHHPHQW DQG WKH HSRVLWRU\ JUHHPHQW Q\ RQH

FRQVLGHULQJ LQYHVWLQJ LQ WKH RQGV VKRXOG FDUHIXOO\ H[ DPLQH WKLV 2IILFLDO 6WDWHPHQW LQFOXGLQJ WKH

SSHQGLFHV KHUHWR

YDLODELOLW\ RI 6WDQGE\ RQWULEXWLRQ JUHHPHQW PRXQWV

I DPRXQWV WR EH DYDLODEOH SXUVXDQW WR WKH 6WDQGE\ RQWULEXWLRQ JUHHPHQW DUH QRW DYDLODEOH IRU DQ\ UHDVRQ

LQFOXGLQJ ILQDQFLDO GLIILFXOWLHV RU EDQNUXSWF\ RI WKH HYHORSHU WKH RQGV ZLOO EH SD\ DEOH RQO\ IURP

LVWULFW DG YDORUHP SURSHUW\ WD[ HV UHVXOWLQJ LQ LQFUHDVHG LVWULFW WD[ UDWHV DQG LQFUHDVHG UHOLDQFH XSRQ

LVWULFW WD[ UHYHQXHV FROOHFWHG ZLWKLQ WKH LVWULFW WR SD\ HEW 6HUYLFH



7KH LVWULFW¶ V DELOLW\ WR UHWLUH WKH LQGHEWHGQHVV HYLGHQFHG E\ WKH RQGV VROHO\ IURP DG YDORUHP SURSHUW\

WD[ HV LV GHSHQGHQW XSRQ WKH GHYHORSPHQW DQG PDLQWHQDQFH RI DQ DGHTXDWH WD[ EDVH IURP ZKLFK WKH LVWULFW

PD\ FROOHFW UHYHQXHV 7KH LVWULFW¶ V DELOLW\ WR DFKLHYH D WD[ EDVH DGHTXDWH WR JHQHUDWH DG YDORUHP SURSHUW\

WD[ UHYHQXHV IRU WLPHO\ SD\ PHQW RI WKH RQGV ZLOO GHSHQG XSRQ WKH FRQWLQXHG DQG VXFFHVVIXO GHYHORSPHQW RI

WKH 3URMHFW 7KH LVWULFW IDFHV VRPH FRPSHWLWLRQ IURP RWKHU UHVLGHQWLDO GHYHORSPHQWV LQ VXUURXQGLQJ DUHDV

ZLWKLQ WKH 7RZQ 6XFK FRPSHWLWLRQ PD\ DGYHUVHO\ DIIHFW WKH UDWH RI GHYHORSPHQW ZLWKLQ WKH LVWULFW 0DQ\

XQSUHGLFWDEOH IDFWRUV FRXOG LQIOXHQFH WKH DFWXDO UDWH RI FRQVWUXFWLRQ ZLWKLQ WKH LVWULFW LQFOXGLQJ WKH

SUHYDLOLQJ LQWHUHVW UDWHV DYDLODELOLW\ RI IXQGV PDUNHW DQG HFRQRPLF FRQGLWLRQV JHQHUDOO\ VXSSO\ RI KRXVLQJ

LQ WKH JUHDWHU 7XFVRQ PHWURSROLWDQ DUHD FRQVWUXFWLRQ FRVWV ODERU FRQGLWLRQV DFFHVV WR EXLOGLQJ VXSSOLHV

DYDLODELOLW\ RI ZDWHU DQG ZDWHU WDSV DYDLODELOLW\ DQG FRVWV RI IXHO DQG WUDQVSRUWDWLRQ FRVWV DPRQJ RWKHU

WKLQJV

YDLODELOLW\ RI DWHU

7KH HYHORSHU¶V DELOLW\ WR GHYHORS WKH 3URMHFW DQG WR VXEGLYLGH WKH UHDO SURSHUW\ FRQVWLWXWLQJ WKH LVWULFW

DQG LV GHSHQGHQW XSRQ WKH 3URMHFW KDYLQJ D HDU DVVXUHG ZDWHU VXSSO\ DV GHWHUPLQHG E\ WKH UL] RQD

HSDUWPHQW RI DWHU 5HVRXUFHV 5´ DQG DSSOLFDEOH ODZ 7KH HYHORSHU KDV D FHUWLILFDWH RI DVVXUHG

ZDWHU VXSSO\ 6´ IURP 5 IRU WKH 3URMHFW GHPRQVWUDWLQJ WKDW WKH 3URMHFW KDV D HDU ZDWHU

VXSSO\ EDVHG RQ DYDLODEOH JURXQG ZDWHU 5 PD\ UHYLHZ D 6 DW DQ\ WLPH DQG PD\ PRGLI\ LW IRU

JRRG FDXVH RU UHYRNH LW LI 5 GHWHUPLQHV DIWHU QRWLFH DQG RSSRUWXQLW\ IRU KHDULQJ WKDW DQ DVVXUHG ZDWHU

VXSSO\ QR ORQJHU H[ LVWV Q DGGLWLRQ LW LV WKH FXUUHQW SROLF\ RI 5 WKDW D 6 LV YDOLG IRU WKH SURMHFW DV

LQLWLDOO\ FHUWLILFDWHG DQG WKDW D 6 LV QRW YDOLG IRU D SURMHFW LI WKHUH KDYH EHHQ PDWHULDO FKDQJHV WR WKH

SURMHFW UXOH D 6 EHFRPHV LUUHYRFDEOH XSRQ WKH VDOH RI RQH ORW ZLWKLQ WKH VXEGLYLVLRQ IRU ZKLFK WKH

6 ZDV LVVXHG UL] GPLQ RGH 5 QXPEHU RI ORWV ZLWKLQ WKH DUHD VXEMHFW WR WKH 6

KDYH EHHQ VROG SUHYLRXVO\ 7KH HYHORSHU GRHV QRW EHOLHYH WKDW D UHYRFDWLRQ RI WKH 3URMHFW¶V 6 LV

OLNHO\ I WKH 6 IRU WKH 3URMHFW ZHUH UHYRNHG WKH VDOH RI VXEGLYLGHG ODQG ZLWKLQ WKH 3URMHFW ZRXOG EH

KDOWHG XQWLO WKH VLWXDWLRQ FRXOG EH UHVROYHG DQG D QHZ 6 LVVXHG IRU WKH 3URMHFW

7D[ 5LVNV

V GLVFXVVHG XQGHU 7$; 0$77( 56´ EHORZ LQWHUHVW RQ WKH RQGV FRXOG EHFRPH LQFOXGDEOH LQ JURVV

LQFRPH RI WKH RZQHUV WKHUHRI IRU SXUSRVHV RI IHGHUDO LQFRPH WD[ DWLRQ UHWURDFWLYH WR WKH GDWH WKH RQGV ZHUH

LVVXHG LI WKH LVWULFW DFWV RU IDLOV WR DFW LQ D PDQQHU ZKLFK YLRODWHV LWV FRYHQDQWV LQ WKH RQG 5HVROXWLRQ DQG

WKH QGHQWXUH Q WKDW HYHQW WKH RQGV DUH QRW VXEMHFW WR VSHFLDO UHGHPSWLRQ DQG ZLOO UHPDLQ RXWVWDQGLQJ RQ D

WD[ DEOH EDVLV XQWLO PDWXULW\ RU XQWLO UHGHHPHG LQ DFFRUGDQFH ZLWK WKH UHGHPSWLRQ SURYLVLRQV FRQWDLQHG LQ WKH

RQG 5HVROXWLRQ

PHQGPHQW RI RFXPHQWV 5HIHUHQFHG

7KH UHSRUWV LQVSHFWLRQV DQG RWKHU GRFXPHQWV GHVFULEHG LQ WKLV 2IILFLDO 6WDWHPHQW PD\ EH PRGLILHG XSGDWHG

RU DPHQGHG DV QHZ UHSRUWV DQG RU LQVSHFWLRQV PD\ EH REWDLQHG DQG VXFK PRGLILFDWLRQV PD\ PDWHULDOO\ DQG

DGYHUVHO\ DIIHFW WKH GHYHORSPHQW RI WKH SURSHUW\ H J XSGDWLQJ RI HQYLURQPHQWDO UHSRUWV

7KH GHYHORSPHQW RI WKH SURSHUW\ ZLWKLQ WKH LVWULFW LV LQ EHLQJ SXUVXHG LQ SKDVHV LUFXPVWDQFHV FRXOG

FKDQJH DV WKH GHYHORSPHQW SURFHVV FRQWLQXHV DQG RWKHU LVVXHV DUH UDLVHG RU QHZ GHYHORSHUV RU RZQHUV

EHFRPH LQYROYHG FFRUGLQJO\ WKH HYHORSHU DQWLFLSDWHV WKDW WKHUH PD\ EH VLJQLILFDQW FKDQJHV WR WKH

DJUHHPHQWV DQG FRQWUDFWV VXPPDUL] HG LQ WKLV 2IILFLDO 6WDWHPHQW WR DGGUHVV DQ\ VXFK LVVXHV HFDXVH WKH

H[ LVWLQJ FRQWUDFWV DQG DJUHHPHQWV DUH VXEMHFW WR FKDQJH WKH VXPPDULHV RI DQ\ FRQWUDFWV RU DJUHHPHQWV

FRQWDLQHG KHUHLQDERYH PD\ QRW DFFXUDWHO\ UHIOHFW WKH IXWXUH FRQGLWLRQV UHODWLQJ WR WKH GHYHORSPHQW RI WKH

LVWULFW KRZHYHU WKH HYHORSHU GRHV QRW SUHVHQWO\ DQWLFLSDWH WKDW DQ\ PRGLILFDWLRQV RI WKH FXUUHQW FRQWUDFWV

RU DJUHHPHQWV ZRXOG PDWHULDOO\ DIIHFW WKH UHSD\ PHQW RI WKH RQGV



QYLURQPHQWDO 0DWWHUV

7KH 3URMHFW LV VXEMHFW WR HQYLURQPHQWDO UHTXLUHPHQWV LQFOXGLQJ EXW QRW OLPLWHG WR WKH SRWHQWLDO REOLJDWLRQ WR WDNH

UHPHGLDO DFWLRQ WR DGGUHVV VRLO RU ZDWHU FRQWDPLQDWLRQ XQGHU IHGHUDO RU VWDWH ODZV DQG WKH QHHG WR REWDLQ

HQYLURQPHQWDO SHUPLWV XQGHU YDULRXV IHGHUDO DQG VWDWH ODZV 3ULRU WR DFTXLULQJ WKH 3URMHFW WKH HYHORSHU

FRQGXFWHG HQYLURQPHQWDO GXH GLOLJHQFH DQG LGHQWLILHG DUHDV RI VRLO FRQWDPLQDWLRQ ZKLFK ZHUH DGGUHVVHG DQG GR

QRW LQ WKH RSLQLRQ RI WKH HYHORSHU¶V FRQVXOWDQWV UHTXLUH DGGLWLRQDO UHPHGLDO DFWLRQ Q DGGLWLRQ SRUWLRQV RI WKH

3URMHFW ZHUH SUHYLRXVO\ XVHG IRU DJULFXOWXUDO SXUSRVHV DQG DV ZLWK DQ\ VXFK DUHDV PD\ FRQWDLQ UHVLGXDO OHYHOV RI

SHVWLFLGHV RU KHUELFLGHV

7KH 3URMHFW LV ORFDWHG ZLWKLQ WKH UDQJH RI WKH FDFWXV IHUUXJLQRXV S\ JP\ RZO D VSHFLHV IRUPHUO\ SURWHFWHG XQGHU

WKH IHGHUDO QGDQJHUHG 6SHFLHV FW 6$´ W WKH WLPH WKH VSHFLHV ZDV OLVWHG VXUYH\ V ZHUH FRQGXFWHG DQG QR

S\ JP\ RZOV ZHUH GHWHFWHG QYLURQPHQWDO JURXSV KDYH VXHG WKH 8 6 LVK LOGOLIH 6HUYLFH VHHNLQJ WR UH OLVW

WKH VSHFLHV W LV SRVVLEOH WKDW LI WKH S\ JP\ RZO LV UH OLVWHG DQG D S\ JP\ RZO LV GLVFRYHUHG RQ WKH 3URMHFW LQ WKH

IXWXUH WKDW GHYHORSPHQW RI WKH 3URMHFW FRXOG EH PDWHULDOO\ DIIHFWHG E\ UHTXLULQJ HLWKHU DYRLGDQFH RI S\ JP\ RZO

KDELWDW RQ WKH 3URMHFW RU PLWLJDWLRQ WKURXJK SXUFKDVH RI RIIVLWH KDELWDW 3HUPLWWLQJ UHTXLUHPHQWV FRXOG UHVXOW LQ D

GHOD\ RI KRXVLQJ VDOHV RU UHGXFWLRQ LQ GHQVLW\ RU DUHD RI GHYHORSPHQW WKDW FRXOG PDWHULDOO\ DIIHFW WKH 3URMHFW

6XUYH\ V KDYH EHHQ FRQGXFWHG IRU WKH 3LPD SLQHDSSOH FDFWXV 33&´ DQG KDYH GLVFRYHUHG 33& SUHVHQW RQ WKH

3URMHFW 33& LV OLVWHG DV HQGDQJHUHG XQGHU WKH 6$ HG 5HJ 6HSW DQG LV DOVR

SURWHFWHG XQGHU WKH UL] RQD 1DWLYH 3ODQW FW 5 6 HW VHT QRZQ SODQWV KDYH EHHQ UHSODQWHG DZD\ IURP

GHYHORSPHQW DUHDV LQ DFFRUGDQFH ZLWK WKH UHTXLUHPHQWV RI WKH UL] RQD 1DWLYH 3ODQW FW 5 6 HW VHT Q

WKH DEVHQFH RI IHGHUDO SHUPLWV WKHUH DUH QR DGGLWLRQDO 6$ UHTXLUHPHQWV DSSOLFDEOH I IHGHUDO SHUPLWV DUH

UHTXLUHG LQ WKH IXWXUH IRU GHYHORSPHQW RI WKH 3URMHFW GHYHORSPHQW RI WKH 3URMHFW FRXOG EH PDWHULDOO\ DIIHFWHG E\

UHTXLULQJ HLWKHU DYRLGDQFH RI NQRZQ 33& SODQWV RU PLWLJDWLRQ WKURXJK UHSODQWLQJ RU SXUFKDVH RI RIIVLWH 33&

KDELWDW 3HUPLWWLQJ UHTXLUHPHQWV FRXOG DOVR UHVXOW LQ GHOD\ RI KRXVLQJ VDOHV WKDW FRXOG PDWHULDOO\ DIIHFW WKH 3URMHFW

7KH 3URMHFW KDV EHHQ VXUYH\ HG IRU WKH SUHVHQFH RI VLWHV OLVWHG RQ RU HOLJLEOH IRU OLVWLQJ RQ WKH 1DWLRQDO 5HJLVWHU RI

LVWRULF 3ODFHV SXUVXDQW WR WKH UHTXLUHPHQWV RI WKH 1DWLRQDO LVWRULF 3UHVHUYDWLRQ FW 1+3$´ 6XUYH\ V KDYH

LGHQWLILHG QR VLWHV OLVWHG RQ WKH 5HJLVWHU EXW DUFKDHRORJLFDO VLWHV KDYH EHHQ LGHQWLILHG WKDW LQ WKH RSLQLRQ RI WKH

HYHORSHU¶V FRQVXOWDQWV PD\ EH 5HJLVWHU HOLJLEOH 7KH HYHORSHU EHOLHYHV WKHVH VLWHV KDYH EHHQ PDQDJHG LQ

DFFRUGDQFH ZLWK WKH 6WDWH ODZV JRYHUQLQJ KXPDQ UHPDLQV 5 6 Q WKH DEVHQFH RI IHGHUDO SHUPLWV WKHUH

DUH QR DGGLWLRQDO UHTXLUHPHQWV DSSOLFDEOH WR 5HJLVWHU HOLJLEOH VLWHV XQGHU WKH 1+3$ I IHGHUDO SHUPLWV DUH

UHTXLUHG LQ WKH IXWXUH IRU GHYHORSPHQW RI WKH 3URMHFW GHYHORSPHQW RI WKH 3URMHFW FRXOG EH PDWHULDOO\ DIIHFWHG E\

UHTXLULQJ HLWKHU DYRLGDQFH RI NQRZQ 5HJLVWHU HOLJLEOH VLWHV RU PLWLJDWLRQ RI VXFK VLWHV WKURXJK DUFKDHRORJLFDO

H[ FDYDWLRQV DQG VWXGLHV 3HUPLWWLQJ UHTXLUHPHQWV FRXOG DOVR UHVXOW LQ GHOD\ RI KRXVLQJ VDOHV WKDW FRXOG PDWHULDOO\

DIIHFW WKH 3URMHFW

Q DGGLWLRQ DW VRPH SRLQW LQ WKH IXWXUH D SHUPLW PD\ EH UHTXLUHG XQGHU 6HFWLRQ RI WKH OHDQ DWHU FW IRU

ILOOLQJ RI GUDLQDJH DUHDV FRQVLGHUHG ZDWHUV RI WKH 8QLWHG 6WDWHV 7KH WLPLQJ DQG VXEVWDQWLYH UHTXLUHPHQWV RI WKH

SHUPLW FRXOG PDWHULDOO\ DIIHFW WKH 3URMHFW Q DGGLWLRQ LI D 6HFWLRQ SHUPLW LV UHTXLUHG IURP WKH 8 6 UP\

RUSV RI QJLQHHUV DGGLWLRQDO UHTXLUHPHQWV XQGHU WKH 6$ DQG 1+3$ FRXOG EH WULJJHUHG WKDW PD\ PDWHULDOO\

DIIHFW WKH 3URMHFW

7,*$ 7,21

7KH LVWULFW

W WKH WLPH RI GHOLYHU\ DQG SD\ PHQW IRU WKH RQGV DSSURSULDWH UHSUHVHQWDWLYHV RI WKH LVWULFW ZLOO FHUWLI\ WKDW

WKHUH LV QR DFWLRQ VXLW SURFHHGLQJ LQTXLU\ RU LQYHVWLJDWLRQ DW ODZ RU LQ HTXLW\ EHIRUH RU E\ DQ\ FRXUW

UHJXODWRU\ DJHQF\ SXEOLF ERDUG RU ERG\ SHQGLQJ RU RYHUWO\ WKUHDWHQHG DJDLQVW WKH LVWULFW DIIHFWLQJ WKH



H[ LVWHQFH RI WKH LVWULFW RU WKH WLWOHV RI LWV RIILFHUV WR WKHLU UHVSHFWLYH RIILFHV RU VHHNLQJ WR UHVWUDLQ RU WR

HQMRLQ WKH VDOH RU GHOLYHU\ RI WKH RQGV WKH DSSOLFDWLRQ RI WKH SURFHHGV WKHUHRI LQ DFFRUGDQFH ZLWK WKH

QGHQWXUH DQG WKH RQG 5HVROXWLRQ RU WKH FROOHFWLRQ RU DSSOLFDWLRQ RI DQ\ DG YDORUHP WD[ HV RU RWKHU UHYHQXHV

SURYLGLQJ IRU WKH SD\ PHQW RI WKH RQGV RU LQ DQ\ ZD\ FRQWHVWLQJ RU DIIHFWLQJ WKH YDOLGLW\ RU HQIRUFHDELOLW\

RI WKH RQGV WKH RQG 5HVROXWLRQ DQ\ DFWLRQ RI WKH LVWULFW FRQWHPSODWHG E\ DQ\ RI WKH VDLG GRFXPHQWV RU

WKH FROOHFWLRQ RU DSSOLFDWLRQ RI WKH UHYHQXHV SURYLGHG IRU WKH SD\ PHQW RI WKH RQGV RU LQ DQ\ ZD\ FRQWHVWLQJ

WKH FRPSOHWHQHVV RU DFFXUDF\ RI WKLV 2IILFLDO 6WDWHPHQW RU DQ\ DPHQGPHQW RU VXSSOHPHQW WKHUHWR RU

FRQWHVWLQJ WKH SRZHUV RI WKH LVWULFW RU LWV DXWKRULW\ ZLWK UHVSHFW WR WKH RQGV RU DQ\ DFWLRQ RI WKH LVWULFW

FRQWHPSODWHG E\ DQ\ RI VDLG GRFXPHQWV

7KH HYHORSHU

W WKH WLPH RI GHOLYHU\ DQG SD\ PHQW IRU WKH RQGV DQ DXWKRUL] HG UHSUHVHQWDWLYH RI WKH HYHORSHU ZLOO FHUWLI\

WKDW QR OLWLJDWLRQ RU DGPLQLVWUDWLYH DFWLRQ RU SURFHHGLQJ LV SHQGLQJ RU WR WKH NQRZOHGJH RI VXFK DXWKRUL] HG

UHSUHVHQWDWLYH WKUHDWHQHG UHVWUDLQLQJ RU HQMRLQLQJ RU VHHNLQJ WR UHVWUDLQ RU HQMRLQ WKH HIIHFWLYHQHVV RI WKH

UHVROXWLRQ DXWKRUL] LQJ WKH HYHORSHU WR H[ HFXWH DQG GHOLYHU WKH GRFXPHQWV H[ HFXWHG E\ LW LQ FRQQHFWLRQ ZLWK

LVVXDQFH RI WKH RQGV RU FRQWHVWLQJ RU TXHVWLRQLQJ WKH SURFHHGLQJV DQG DXWKRULW\ XQGHU ZKLFK VXFK

UHVROXWLRQ RU VXFK GRFXPHQWV KDYH EHHQ DXWKRUL] HG DQG DUH GHOLYHUHG DQG H[ HFXWHG

W WKH WLPH RI GHOLYHU\ DQG SD\ PHQW IRU WKH RQGV DQ DXWKRUL] HG UHSUHVHQWDWLYH RI WKH HYHORSHU DOVR ZLOO

FHUWLI\ WKDW WKHUH DUH QR OHJDO SURFHHGLQJV WR ZKLFK WKH HYHORSHU LV SDUW\ RU WR ZKLFK DQ\ RI LWV SURSHUWLHV

DUH VXEMHFW RWKHU WKDQ URXWLQH OLWLJDWLRQ LQFLGHQW WR LWV EXVLQHVV ZKLFK LV FRYHUHG E\ LQVXUDQFH RU DQ

LQGHPQLW\ RU ZKLFK DUH QRW H[ SHFWHG WR KDYH D PDWHULDO DGYHUVH HIIHFW RQ WKH HYHORSHU W LV SRVVLEOH

KRZHYHU WKDW WKH HYHORSHU FRXOG LQFXU FODLPV IRU ZKLFK LW LV QRW LQVXUHG RU WKDW H[ FHHG WKH DPRXQW RI LWV

LQVXUDQFH FRYHUDJH

7$; 0$77( 56

HQHUDO

7KH QWHUQDO 5HYHQXH RGH RI DV DPHQGHG WKH RGH´ LQFOXGHV UHTXLUHPHQWV ZKLFK WKH LVWULFW

PXVW FRQWLQXH WR PHHW DIWHU WKH LVVXDQFH RI WKH RQGV LQ RUGHU WKDW LQWHUHVW WKHUHRQ EH DQG UHPDLQ H[ FOXGDEOH

IURP JURVV LQFRPH RI WKH KROGHUV WKHUHRI IRU IHGHUDO LQFRPH WD[ SXUSRVHV 7KH LVWULFW¶ V IDLOXUH WR PHHW

WKHVH UHTXLUHPHQWV PD\ FDXVH WKH LQWHUHVW RQ WKH RQGV WR EH LQFOXGHG LQ JURVV LQFRPH IRU IHGHUDO LQFRPH WD[

SXUSRVHV UHWURDFWLYHO\ WR WKH GDWH RI LVVXDQFH RI WKH RQGV 7KH LVWULFW KDV FRYHQDQWHG WR WDNH WKH DFWLRQV

UHTXLUHG E\ WKH RGH LQ RUGHU WR PDLQWDLQ WKH H[ FOXGDELOLW\ IURP JURVV LQFRPH IRU IHGHUDO LQFRPH WD[

SXUSRVHV RI LQWHUHVW RQ WKH RQGV DQG QRW WR WDNH DQ\ DFWLRQV WKDW ZRXOG DGYHUVHO\ DIIHFW WKDW H[ FOXGDELOLW\

Q WKH RSLQLRQ RI RQG RXQVHO DVVXPLQJ FRQWLQXLQJ FRPSOLDQFH E\ WKH LVWULFW ZLWK WKH WD[ FRYHQDQWV

UHIHUUHG WR DERYH DQG WKH DFFXUDF\ RI FHUWDLQ UHSUHVHQWDWLRQV RI WKH LVWULFW XQGHU H[ LVWLQJ VWDWXWHV

UHJXODWLRQV UXOLQJV DQG FRXUW GHFLVLRQV LQWHUHVW RQ WKH RQGV ZLOO EH H[ FOXGDEOH IURP JURVV LQFRPH IRU

IHGHUDO LQFRPH WD[ SXUSRVHV QWHUHVW RQ WKH RQGV ZLOO QRW EH DQ LWHP RI WD[ SUHIHUHQFH IRU SXUSRVHV RI WKH

IHGHUDO DOWHUQDWLYH PLQLPXP WD[ LPSRVHG RQ LQGLYLGXDOV DQG FRUSRUDWLRQV KRZHYHU LQWHUHVW RQ WKH RQGV

ZLOO EH WDNHQ LQWR DFFRXQW LQ GHWHUPLQLQJ DGMXVWHG FXUUHQW HDUQLQJV IRU WKH SXUSRVH RI FRPSXWLQJ WKH

DOWHUQDWLYH PLQLPXP WD[ LPSRVHG RQ FHUWDLQ FRUSRUDWLRQV RQG RXQVHO LV IXUWKHU RI WKH RSLQLRQ WKDW

LQWHUHVW RQ WKH RQGV ZLOO EH H[ HPSW IURP LQFRPH WD[ DWLRQ XQGHU WKH ODZV RI WKH 6WDWH RI UL] RQD

FHSW DV GHVFULEHG DERYH RQG RXQVHO ZLOO H[ SUHVV QR RSLQLRQ UHJDUGLQJ WKH IHGHUDO LQFRPH WD[

FRQVHTXHQFHV UHVXOWLQJ IURP WKH UHFHLSW RU DFFUXDO RI LQWHUHVW RQ WKH RQGV RU WKH RZQHUVKLS RU GLVSRVLWLRQ RI

WKH RQGV 3URVSHFWLYH SXUFKDVHUV RI RQGV VKRXOG EH DZDUH WKDW WKH RZQHUVKLS RI RQGV PD\ UHVXOW LQ

RWKHU FROODWHUDO IHGHUDO WD[ FRQVHTXHQFHV LQFOXGLQJ L WKH GHQLDO RI D GHGXFWLRQ IRU LQWHUHVW RQ LQGHEWHGQHVV



LQFXUUHG RU FRQWLQXHG WR SXUFKDVH RU FDUU\ RQGV RU LQ WKH FDVH RI D ILQDQFLDO LQVWLWXWLRQ WKDW SRUWLRQ RI WKH

RZQHU¶V LQWHUHVW H[ SHQVH DOORFDEOH WR LQWHUHVW RQ WKH RQGV LL WKH UHGXFWLRQ RI WKH ORVV UHVHUYH GHGXFWLRQ

IRU SURSHUW\ DQG FDVXDOW\ LQVXUDQFH FRPSDQLHV E\ ILIWHHQ SHUFHQW RI FHUWDLQ LWHPV LQFOXGLQJ LQWHUHVW

RQ WKH RQGV LLL WKH LQFOXVLRQ RI LQWHUHVW RQ WKH RQGV LQ WKH HDUQLQJV RI FHUWDLQ IRUHLJQ FRUSRUDWLRQV GRLQJ

EXVLQHVV LQ WKH 8QLWHG 6WDWHV IRU SXUSRVHV RI D EUDQFK SURILWV WD[ LY WKH LQFOXVLRQ RI LQWHUHVW RQ WKH RQGV

LQ WKH SDVVLYH LQFRPH VXEMHFW WR IHGHUDO LQFRPH WD[ DWLRQ RI FHUWDLQ 6XEFKDSWHU 6 FRUSRUDWLRQV ZLWK

6XEFKDSWHU HDUQLQJV DQG SURILWV DW WKH FORVH RI WKH WD[ DEOH HDU DQG Y UHFLSLHQWV RI FHUWDLQ 6RFLDO

6HFXULW\ DQG 5DLOURDG 5HWLUHPHQW EHQHILWV EHLQJ UHTXLUHG WR WDNH LQWR DFFRXQW UHFHLSWV DQG DFFUXDO RI LQWHUHVW

RQ WKH RQGV LQ GHWHUPLQLQJ ZKHWKHU D SRUWLRQ RI VXFK EHQHILWV DUH LQFOXGHG LQ JURVV LQFRPH IRU IHGHUDO

LQFRPH WD[ SXUSRVHV

URP WLPH WR WLPH WKHUH DUH OHJLVODWLYH SURSRVDOV LQ RQJUHVV ZKLFK LI HQDFWHG FRXOG DOWHU RU DPHQG RQH RU

PRUH RI WKH IHGHUDO LQFRPH WD[ PDWWHUV UHIHUUHG WR KHUHLQ RU DGYHUVHO\ DIIHFW WKH PDUNHW YDOXH RI WKH RQGV

W FDQQRW EH SUHGLFWHG ZKHWKHU RU LQ ZKDW IRUP DQ\ VXFK SURSRVDO PLJKW EH HQDFWHG RU ZKHWKHU LI HQDFWHG LW

ZRXOG DSSO\ WR REOLJDWLRQV VXFK DV WKH RQGV H[ HFXWHG DQG GHOLYHUHG SULRU WR HQDFWPHQW

7KH GLVFXVVLRQ RI WD[ PDWWHUV LQ WKLV 2IILFLDO 6WDWHPHQW DSSOLHV RQO\ LQ WKH FDVH RI SXUFKDVHUV RI WKH RQGV DW

WKHLU RULJLQDO LVVXDQFH DQG DW WKH UHVSHFWLYH SULFHV LQGLFDWHG RQ WKH LQVLGH IURQW FRYHU SDJH RI WKLV 2IILFLDO

6WDWHPHQW W GRHV QRW DGGUHVV DQ\ RWKHU WD[ FRQVHTXHQFHV VXFK DV DPRQJ RWKHUV WKH FRQVHTXHQFH RI WKH

H[ LVWHQFH RI DQ\ PDUNHW GLVFRXQW WR VXEVHTXHQW SXUFKDVHUV RI WKH RQGV 3XUFKDVHUV RI WKH RQGV VKRXOG

FRQVXOW WKHLU RZQ WD[ DGYLVHUV UHJDUGLQJ WKHLU SDUWLFXODU WD[ VWDWXV RU RWKHU WD[ FRQVLGHUDWLRQV UHVXOWLQJ IURP

RZQHUVKLS RI WKH RQGV

2ULJLQDO VVXH LVFRXQW DQG 2ULJLQDO VVXH 3UHPLXP

HUWDLQ RI WKH RQGV DV LQGLFDWHG RQ WKH LQVLGH IURQW FRYHU SDJH RI WKLV 2IILFLDO 6WDWHPHQW LVFRXQW

RQGV´ ZHUH RIIHUHG DQG ZLOO EH VROG WR WKH SXEOLF DW DQ RULJLQDO LVVXH GLVFRXQW 2ULJLQDO VVXH LVFRXQW´

2ULJLQDO VVXH LVFRXQW LV WKH H[ FHVV RI WKH VWDWHG UHGHPSWLRQ SULFH DW PDWXULW\ WKH SULQFLSDO DPRXQW RYHU

WKH LVVXH SULFH´ RI D LVFRXQW RQG 7KH LVVXH SULFH RI D LVFRXQW RQG LV WKH LQLWLDO RIIHULQJ SULFH WR WKH

SXEOLF RWKHU WKDQ WR ERQG KRXVHV EURNHUV RU VLPLODU SHUVRQV DFWLQJ LQ WKH FDSDFLW\ RI XQGHUZULWHUV RU

ZKROHVDOHUV DW ZKLFK D VXEVWDQWLDO DPRXQW RI WKH LVFRXQW RQGV RI WKH VDPH PDWXULW\ ZLOO EH VROG SXUVXDQW

WR WKDW RIIHULQJ RU IHGHUDO LQFRPH WD[ SXUSRVHV 2ULJLQDO VVXH LVFRXQW DFFUXHV WR WKH RZQHU RI D LVFRXQW

RQG RYHU WKH SHULRG WR PDWXULW\ EDVHG RQ WKH FRQVWDQW LHOG PHWKRG FRPSRXQGHG VHPLDQQXDOO\ RU RYHU D

VKRUWHU SHUPLWWHG FRPSRXQGLQJ LQWHUYDO VHOHFWHG E\ WKH RZQHU 7KH SRUWLRQ RI 2ULJLQDO VVXH LVFRXQW WKDW

DFFUXHV GXULQJ WKH SHULRG RI RZQHUVKLS RI D LVFRXQW RQG L ZLOO EH LQWHUHVW H[ FOXGDEOH IURP WKH RZQHU¶V

JURVV LQFRPH IRU IHGHUDO LQFRPH WD[ SXUSRVHV WR WKH VDPH H[ WHQW DQG VXEMHFW WR WKH VDPH FRQVLGHUDWLRQV

GLVFXVVHG DERYH DV LQWHUHVW RQ WKH RQGV DQG LL ZLOO EH DGGHG WR WKH RZQHU¶V WD[ EDVLV IRU SXUSRVHV RI

GHWHUPLQLQJ JDLQ RU ORVV RQ WKH PDWXULW\ SULRU VDOH RU RWKHU GLVSRVLWLRQ RI WKDW LVFRXQW RQG SXUFKDVHU

RI D LVFRXQW RQG LQ WKH LQLWLDO SXEOLF RIIHULQJ DW WKH SULFH IRU WKDW LVFRXQW RQG VWDWHG RQ WKH LQVLGH IURQW

FRYHU RI WKLV 2IILFLDO 6WDWHPHQW ZKR KROGV WKDW LVFRXQW RQG WR PDWXULW\ ZLOO UHDOL] H QR JDLQ RU ORVV XSRQ

WKH UHWLUHPHQW RI WKDW LVFRXQW RQG

HUWDLQ RI WKH RQGV DV LQGLFDWHG RQ WKH LQVLGH IURQW FRYHU SDJH RI WKLV 2IILFLDO 6WDWHPHQW WKH 3UHPLXP

RQGV´ ZHUH RIIHUHG DQG ZLOO EH VROG WR WKH SXEOLF DW D SULFH LQ H[ FHVV RI WKHLU VWDWHG UHGHPSWLRQ SULFH DW

PDWXULW\ 7KDW H[ FHVV FRQVWLWXWHV ERQG SUHPLXP RU IHGHUDO LQFRPH WD[ SXUSRVHV ERQG SUHPLXP LV

DPRUWL] HG RYHU WKH SHULRG WR WKH PDWXULW\ RI D 3UHPLXP RQG EDVHG RQ WKH LHOG WR WKH PDWXULW\ GDWH RI WKDW

3UHPLXP RQG FRPSRXQGHG VHPLDQQXDOO\ RU RYHU D VKRUWHU SHUPLWWHG FRPSRXQGLQJ LQWHUYDO VHOHFWHG E\

WKH RZQHU 1R SRUWLRQ RI WKDW ERQG SUHPLXP LV GHGXFWLEOH E\ WKH RZQHU RI D 3UHPLXP RQG RU SXUSRVHV

RI GHWHUPLQLQJ WKH RZQHU¶V JDLQ RU ORVV RQ WKH VDOH UHGHPSWLRQ LQFOXGLQJ UHGHPSWLRQ DW PDWXULW\ RU RWKHU

GLVSRVLWLRQ RI D 3UHPLXP RQG WKH RZQHU¶V WD[ EDVLV LQ WKH 3UHPLXP RQG LV UHGXFHG E\ WKH DPRXQW RI

ERQG SUHPLXP WKDW DFFUXHV GXULQJ WKH SHULRG RI RZQHUVKLS V D UHVXOW DQ RZQHU PD\ UHDOL] H WD[ DEOH JDLQ



IRU IHGHUDO LQFRPH WD[ SXUSRVHV IURP WKH VDOH RU RWKHU GLVSRVLWLRQ RI D 3UHPLXP RQG IRU DQ DPRXQW HTXDO WR

RU OHVV WKDQ WKH DPRXQW SDLG E\ WKH RZQHU IRU WKDW 3UHPLXP RQG SXUFKDVHU RI D 3UHPLXP RQG LQ WKH

LQLWLDO SXEOLF RIIHULQJ DW WKH SULFH IRU WKDW 3UHPLXP RQG VWDWHG RQ WKH LQVLGH IURQW FRYHU RI WKLV 2IILFLDO

6WDWHPHQW ZKR KROGV WKDW 3UHPLXP RQG WR PDWXULW\ ZLOO UHDOL] H QR JDLQ RU ORVV XSRQ WKH UHWLUHPHQW RI WKDW

3UHPLXP RQG

2ZQHUV RI LVFRXQW RQGV DQG 3UHPLXP RQGV VKRXOG FRQVXOW WKHLU RZQ WD[ DGYLVRUV DV WR WKH

GHWHUPLQDWLRQ IRU IHGHUDO LQFRPH WD[ SXUSRVHV RI WKH DPRXQW RI 2ULJLQDO VVXH LVFRXQW RU ERQG SUHPLXP

SURSHUO\ DFFUXDEOH RU DPRUWL] DEOH LQ DQ\ SHULRG ZLWK UHVSHFW WR WKH LVFRXQW RQG RU 3UHPLXP RQG DQG DV

WR RWKHU IHGHUDO WD[ FRQVHTXHQFHV DQG WKH WUHDWPHQW RI 2ULJLQDO VVXH LVFRXQW DQG ERQG SUHPLXP IRU

SXUSRVHV RI VWDWH DQG ORFDO WD[ HV RQ RU EDVHG RQ LQFRPH

QIRUPDWLRQ 5HSRUWLQJ DQG DFNXS LWKKROGLQJ

QWHUHVW SDLG RQ WD[ H[ HPSW REOLJDWLRQV VXFK DV WKH RQGV LV VXEMHFW WR LQIRUPDWLRQ UHSRUWLQJ WR WKH QWHUQDO

5HYHQXH 6HUYLFH LQ D PDQQHU VLPLODU WR LQWHUHVW SDLG RQ WD[ DEOH REOLJDWLRQV 7KLV UHSRUWLQJ UHTXLUHPHQW GRHV

QRW DIIHFW WKH H[ FOXGDELOLW\ RI LQWHUHVW RQ WKH RQGV IURP JURVV LQFRPH IRU IHGHUDO LQFRPH WD[ SXUSRVHV

RZHYHU LQ FRQMXQFWLRQ ZLWK WKDW LQIRUPDWLRQ UHSRUWLQJ UHTXLUHPHQW WKH RGH VXEMHFWV FHUWDLQ QRQ

FRUSRUDWH RZQHUV RI RQGV XQGHU FHUWDLQ FLUFXPVWDQFHV WR EDFNXS ZLWKKROGLQJ´ DW WKH UDWHV VHW IRUWK LQ WKH

RGH ZLWK UHVSHFW WR SD\ PHQWV RQ WKH RQGV DQG SURFHHGV IURP WKH VDOH RI RQGV Q\ DPRXQW VR ZLWKKHOG

ZRXOG EH UHIXQGHG RU DOORZHG DV D FUHGLW DJDLQVW WKH IHGHUDO LQFRPH WD[ RI VXFK RZQHU RI RQGV 7KLV

ZLWKKROGLQJ JHQHUDOO\ DSSOLHV LI WKH RZQHU RI RQGV L IDLOV WR IXUQLVK WKH SD\ RU VXFK RZQHU¶V VRFLDO VHFXULW\

QXPEHU RU RWKHU WD[ SD\ HU LGHQWLILFDWLRQ QXPEHU 7,1´ LL IXUQLVKHG WKH SD\ RU DQ LQFRUUHFW 7,1 LLL IDLOV

WR SURSHUO\ UHSRUW LQWHUHVW GLYLGHQGV RU RWKHU UHSRUWDEOH SD\ PHQWV´ DV GHILQHG LQ WKH RGH RU LY XQGHU

FHUWDLQ FLUFXPVWDQFHV IDLOV WR SURYLGH WKH SD\ RU RU VXFK RZQHU¶V VHFXULWLHV EURNHU ZLWK D FHUWLILHG VWDWHPHQW

VLJQHG XQGHU SHQDOW\ RI SHUMXU\ WKDW WKH 7,1 SURYLGHG LV FRUUHFW DQG WKDW VXFK RZQHU LV QRW VXEMHFW WR EDFNXS

ZLWKKROGLQJ 3URVSHFWLYH SXUFKDVHUV RI WKH RQGV PD\ DOVR ZLVK WR FRQVXOW ZLWK WKHLU WD[ DGYLVRUV ZLWK

UHVSHFW WR WKH QHHG WR IXUQLVK FHUWDLQ WD[ SD\ HU LQIRUPDWLRQ LQ RUGHU WR DYRLG EDFNXS ZLWKKROGLQJ

48$/,),(' 7$; 037 2%/,*$7,216

7KH RQGV ZLOO EH GHVLJQDWHG DV TXDOLILHG WD[ H[ HPSW REOLJDWLRQV´ IRU SXUSRVHV RI 6HFWLRQ E RI WKH

RGH DV WKH RDUG UHDVRQDEO\ DQWLFLSDWHV WKDW WKH DJJUHJDWH DPRXQW RI TXDOLILHG WD[ H[ HPSW REOLJDWLRQV DV

GHILQHG LQ 6HFWLRQ E RI WKH RGH ZKLFK ZLOO EH LVVXHG IRU RU E\ WKH LVWULFW LQ FDOHQGDU HDU

ZLOO QRW H[ FHHG

5$7,1*

6 3 LV H[ SHFWHG WR DVVLJQ WKH RQGV WKHLU ORQJ WHUP UDWLQJ RI VWDEOH RXWORRN ZLWK WKH XQGHUVWDQGLQJ

WKDW WKH 3ROLF\ ZLOO EH GHOLYHUHG E\ WKH RQG QVXUHU VLPXOWDQHRXVO\ ZLWK WKH LVVXDQFH RI WKH RQGV 7KH

LVWULFW LV QRW DZDUH RI DQ\ UDWLQJ DVVLJQHG WR WKH RQGV RWKHU WKDQ WKH UDWLQJ RI 6 3

6XFK UDWLQJ UHIOHFWV RQO\ WKH YLHZ RI 6 3 Q H[ SODQDWLRQ RI WKH VLJQLILFDQFH RI DQ\ UDWLQJ DVVLJQHG E\ 6 3

PD\ EH REWDLQHG DW DWHU 6WUHHW 1HZ RUN 1HZ RUN 6XFK UDWLQJ PD\ EH UHYLVHG GRZQZDUG RU

ZLWKGUDZQ HQWLUHO\ DW DQ\ WLPH E\ 6 3 LI LQ LWV MXGJPHQW FLUFXPVWDQFHV VR ZDUUDQW Q\ GRZQZDUG

UHYLVLRQ RU ZLWKGUDZDO RI VXFK UDWLQJ PD\ KDYH DQ DGYHUVH HIIHFW RQ WKH PDUNHW SULFH RU PDUNHWDELOLW\ RI WKH

RQGV

0$77( 56

HJDO PDWWHUV LQFLGHQW WR WKH LVVXDQFH RI WKH RQGV DQG ZLWK UHJDUG WR WKH WD[ H[ HPSW VWDWXV RI WKH LQWHUHVW

WKHUHRQ DUH VXEMHFW WR WKH OHJDO RSLQLRQ RI UHHQEHUJ 7UDXULJ 3 RQG RXQVHO D IRUP RI ZKLFK LV



LQFOXGHG KHUHLQ DV SSHQGL[ 6HH 7$; 0$77( 56 6LJQHG FRSLHV RI WKH RSLQLRQ GDWHG DQG VSHDNLQJ

RQO\ DV RI WKH GDWH RI GHOLYHU\ RI WKH RQGV ZLOO EH GHOLYHUHG XSRQ WKH LQLWLDO GHOLYHU\ RI WKH RQGV HUWDLQ

OHJDO PDWWHUV ZLOO EH SDVVHG XSRQ ZLWK UHVSHFW WR WKH LVWULFW E\ UHHQEHUJ 7UDXULJ 3 IRU WKH 8QGHUZULWHU

E\ LWV FRXQVHO 6TXLUH 3DWWRQ RJJV 86 3 IRU WKH HYHORSHU E\ 0DJXLUH 3HDUFH 6WRUH\ 3//&

3KRHQL[ UL] RQD W LV FXUUHQWO\ DQWLFLSDWHG WKDW LVWULFW RXQVHO ZLOO QRW LVVXH DQ RSLQLRQ ZLWK UHVSHFW WR

WKLV RU DQ\ RWKHU LVVXDQFH RI ERQGV E\ WKH LVWULFW

7KH YDULRXV OHJDO RSLQLRQV WR EH GHOLYHUHG FRQFXUUHQWO\ ZLWK WKH GHOLYHU\ RI WKH RQGV H[ SUHVV WKH

SURIHVVLRQDO MXGJPHQW RI WKH DWWRUQH\ V UHQGHULQJ WKH RSLQLRQV DV WR WKH OHJDO LVVXH H[ SOLFLWO\ DGGUHVVHG

WKHUHLQ UHQGHULQJ D OHJDO RSLQLRQ WKH RSLQLRQ JLYHU GRHV QRW EHFRPH DQ LQVXUHU RU JXDUDQWRU RI WKDW

H[ SUHVVLRQ RI SURIHVVLRQDO MXGJPHQW RI WKH WUDQVDFWLRQ RSLQHG XSRQ RU RI WKH IXWXUH SHUIRUPDQFH RI SDUWLHV

WR WKH WUDQVDFWLRQ 1RU GRHV WKH UHQGHULQJ RI DQ RSLQLRQ JXDUDQWHH WKH RXWFRPH RI DQ\ OHJDO GLVSXWH WKDW PD\

DULVH RXW RI WKH WUDQVDFWLRQ

81'( 5: 5,7,1*

7KH RQGV DUH EHLQJ SXUFKDVHG E\ LOOWRS 6HFXULWLHV QF WKH 8QGHUZULWHU´ 7KH 8QGHUZULWHU KDV DJUHHG

WR SXUFKDVH WKH RQGV DW DQ DJJUHJDWH SXUFKDVH SULFH RI BBBBBBBBBB UHIOHFWLQJ WKH DJJUHJDWH SULQFLSDO

DPRXQW RI WKH RQGV SOXV QHW RULJLQDO LVVXH SUHPLXP RI BBBBBBBB DQG OHVV 8QGHUZULWHU¶V FRPSHQVDWLRQ RI

BBBBBBB 7KH 8QGHUZULWHU PD\ RIIHU DQG VHOO WKH RQGV WR FHUWDLQ GHDOHUV LQFOXGLQJ GHDOHUV GHSRVLWLQJ

VXFK RQGV LQWR LQYHVWPHQW WUXVWV DQG RWKHUV DW SULFHV ORZHU WKDQ WKH SXEOLF RIIHULQJ SULFHV VWDWHG RQ WKH

LQVLGH IURQW FRYHU SDJH KHUHRI 7KH RIIHULQJ SULFHV VHW IRUWK RQ WKH LQVLGH IURQW FRYHU SDJH KHUHRI PD\ EH

FKDQJHG DIWHU WKH LQLWLDO RIIHULQJ E\ WKH 8QGHUZULWHU

1$1&,$/ 9,625

6WLIHO 1LFRODXV RPSDQ\ QFRUSRUDWHG WKH LQDQFLDO GYLVRU´ KDV EHHQ HQJDJHG E\ WKH LVWULFW IRU WKH

SXUSRVH RI DGYLVLQJ WKH LVWULFW DV WR FHUWDLQ GHEW VHUYLFH VWUXFWXULQJ PDWWHUV VSHFLILF WR WKH RQGV DQG RQ

FHUWDLQ PDWWHUV UHODWLYH WR WKH LVWULFW¶V RYHUDOO GHEW ILQDQFLQJ SURJUDP 7KH LQDQFLDO GYLVRU KDV DVVLVWHG

LQ WKH DVVHPEO\ DQG SUHSDUDWLRQ RI WKLV 2IILFLDO 6WDWHPHQW DW WKH GLUHFWLRQ DQG RQ EHKDOI RI WKH LVWULFW 1R

SHUVRQ LV HQWLWOHG WR UHO\ RQ WKH LQDQFLDO GYLVRU¶V SDUWLFLSDWLRQ DV DQ DVVXPSWLRQ RI UHVSRQVLELOLW\ IRU RU DQ

H[ SUHVVLRQ RI RSLQLRQ RI DQ\ NLQG ZLWK UHJDUG WR WKH DFFXUDF\ DQG FRPSOHWHQHVV RI WKH LQIRUPDWLRQ

FRQWDLQHG KHUHLQ

217,18,1* 6&/ 2685(

7KH LVWULFW DQG WKH HYHORSHU KDYH HDFK VHSDUDWHO\ FRYHQDQWHG IRU WKH EHQHILW RI FHUWDLQ EHQHILFLDO RZQHUV

RI WKH RQGV WR SURYLGH FHUWDLQ ILQDQFLDO LQIRUPDWLRQ DQG RSHUDWLQJ GDWD UHODWLQJ WR WKH LVWULFW DQG

GHYHORSPHQW WKHUHLQ DV DSSOLFDEOH E\ QRW ODWHU WKDQ VHYHQ PRQWKV DIWHU WKH HQG RI WKHLU UHVSHFWLYH ILVFDO

HDUV WKH QQXDO 5HSRUWV´ DQG WR SURYLGH QRWLFHV RI WKH RFFXUUHQFH RI FHUWDLQ HQXPHUDWHG HYHQWV WKH

1RWLFHV RI LVWHG YHQWV´ 7KH QQXDO 5HSRUWV ZLOO EH ILOHG E\ WKH LVWULFW DQG WKH HYHORSHU ZLWK WKH

0XQLFLSDO 6HFXULWLHV 5XOHPDNLQJ RDUG WKH 065%´ WKURXJK WKH 065%¶V OHFWURQLF 0XQLFLSDO 0DUNHW

FFHVV V\ VWHP 00$´ DV GHVFULEHG LQ 33( 1',; 2506 2) 217,18,1* 6&/ 2685(

81'( 57$., 1*6 7KH VSHFLILF QDWXUH RI WKH LQIRUPDWLRQ WR EH FRQWDLQHG LQ WKH QQXDO 5HSRUWV DQG WKH

1RWLFHV RI LVWHG YHQWV LV VHW IRUWK LQ 33( 1',; 7KHVH FRYHQDQWV ZLOO EH PDGH LQ RUGHU WR DVVLVW WKH

8QGHUZULWHU LQ FRPSO\ LQJ ZLWK WKH 6HFXULWLHV DQG FKDQJH RPPLVVLRQ 5XOH F E WKH 5XOH´

6KRXOG WKH LVWULFW RU WKH HYHORSHU QRW FRPSO\ ZLWK VXFK FRYHQDQWV WKH\ KDYH FRYHQDQWHG WR SURYLGH QRWLFH

RI VXFK IDFW WR WKH 065%LQ DFFRUGDQFH ZLWK WKH 5XOH DQG PXVW EH FRQVLGHUHG E\ DQ\ EURNHU GHDOHU RU

PXQLFLSDO VHFXULWLHV GHDOHU EHIRUH UHFRPPHQGLQJ WKH SXUFKDVH RU VDOH RI WKH RQGV LQ WKH VHFRQGDU\ PDUNHW

Pursuant to Arizona law, the ability of the District to comply with such covenants will be subject to annual

appropriation of funds sufficient to provide for the costs of compliance with such covenants. Should the

District not comply with such covenants due to a failure to appropriate for such purpose, the District has



covenanted to provide notice of such fact to the MSRB. 7KH LVWULFW KDV QR REOLJDWLRQ WR HQIRUFH WKH

REOLJDWLRQV RI WKH HYHORSHU XQGHU WKHLU UHVSHFWLYH RQWLQXLQJ LVFORVXUH 8QGHUWDNLQJV EVHQFH RI

FRQWLQXLQJ GLVFORVXUH GXH WR QRQ DSSURSULDWLRQ RU RWKHUZLVH FRXOG DGYHUVHO\ DIIHFW WKH RQGV VSHFLILFDOO\

WKHLU PDUNHW SULFH DQG WUDQVIHUDELOLW\

7KH HYHORSHU DV DQ REOLJDWHG SHUVRQ LQ FRQQHFWLRQ ZLWK WKH RQGV HLQJ 5HIXQGHG XQGHUWRRN WR ILOH

FHUWDLQ RSHUDWLQJ GDWD IRU HDFK ILVFDO HDU RQ RU EHIRUH WKH VXFFHHGLQJ 0D\ 7KH HYHORSHU GLG QRW ILOH WKH

RSHUDWLQJ GDWD ZLWK UHVSHFW WR HDU HQGHG HFHPEHU RQ 00$XQWLO 0D\ 7KH HYHORSHU

ILOHG WKH IDLOXUH WR ILOH QRWLFH RQ 00$RQ 2FWREHU

12 6( 3$5$7(/< 8', 7(' 1$1&,$/ 67$7(0(176 2) 7+( 675,&7

The District is not required to, nor does it prepare, financial statements that are separately

audited. RZHYHU DV D EOHQGHG FRPSRQHQW XQLW´ RI WKH 7RZQ FHUWDLQ LQIRUPDWLRQ UHJDUGLQJ WKH LVWULFW LV

FRQWDLQHG LQ WKH 7RZQ¶V FRPSUHKHQVLYH DQQXDO ILQDQFLDO UHSRUWV 7KH 7RZQ¶V FRPSUHKHQVLYH DQQXDO

ILQDQFLDO UHSRUW IRU ILVFDO HDU HQGHG XQH LV SXEOLFO\ DYDLODEOH DQG LV DYDLODEOH XSRQ UHTXHVW IURP

WKH LVWULFW 7UHDVXUHU 6KRXOG WKH LVWULFW GHFLGH WR FRPPHQFH SUHSDUDWLRQ RI ILQDQFLDO VWDWHPHQWV WKDW DUH

VHSDUDWHO\ DXGLWHG WKH LVWULFW¶V XQGHUWDNLQJ GHVFULEHG XQGHU WKH KHDGLQJ 217,18,1*

6&/ 2685( UHTXLUHV VXFK DXGLWHG ILQDQFLDO VWDWHPHQWV WR EH ILOHG ZLWK WKH 065%WKURXJK 00$

5(/$ 7,216+,36 021* 3$57,( 6

UHHQEHUJ 7UDXULJ 3 3KRHQL[ UL] RQD RQG RXQVHO DQG 6TXLUH 3DWWRQ RJJV 86 3 RXQVHO WR

WKH 8QGHUZULWHU KDYH DFWHG DV ERQG FRXQVHO LQ RWKHU WUDQVDFWLRQV XQGHUZULWWHQ E\ WKH 8QGHUZULWHU DQG KDYH

DFWHG DV XQGHUZULWHU¶V FRXQVHO WR WKH 8QGHUZULWHU LQ RWKHU WUDQVDFWLRQV UHHQEHUJ 7UDXULJ 3 DQG 6TXLUH

3DWWRQ RJJV 86 3 KDYH DOVR DFWHG DV ERQG FRXQVHO DQG RU XQGHUZULWHU¶V FRXQVHO ZLWK UHVSHFW WR ERQGV

LVVXHG E\ WKH 7RZQ DQG RWKHU RYHUODSSLQJ SROLWLFDO VXEGLYLVLRQV

7KH 8QGHUZULWHU KDV XQGHUZULWWHQ RU DFWHG DV ILQDQFLDO DGYLVRU ZLWK UHVSHFW WR ERQGV LVVXHG E\ WKH 7RZQ DQG

RWKHU RYHUODSSLQJ SROLWLFDO VXEGLYLVLRQV

48$,/ 5((. 20081,7< 7,( 6 675,&7

KDLUSHUVRQ RDUG RI LUHFWRUV



33( 1',;

1)250$7,21 5(*$ 5', 1* 7+( 72: 1 2) 6$+ 8$5,7$ 5,=21$

The following information regarding the Town of Sahuarita, Arizona ( the “ Town”) is provided for

reference only.  No attempt has been made to determine what part, if any, of the data presented is

applicable to the District, and consequently no representation is made as to the relevance of the data to

the District or to the Bonds.  THE BONDS ARE NOT OBLIGATIONS OF THE TOWN.  The Bonds are

direct obligations of the District, payable solely from ad valorem taxes levied against all taxable property

in the District, limited as described under the heading “ SECURITY FOR AND SOURCES OF PAYMENT

OF THE BONDS” in this Official Statement. 

HQHUDO QIRUPDWLRQ

7KH 7RZQ ZDV LQFRUSRUDWHG LQ DQG LV ORFDWHG LQ VRXWKHUQ 3LPD RXQW\ UL] RQD 3LPD RXQW\´

7KH 7RZQ LV DSSUR[ LPDWHO\ PLOHV VRXWK RI WKH LW\ RI 7XFVRQ UL] RQD 7XFVRQ´ DQG DSSUR[ LPDWHO\

PLOHV QRUWK RI WKH 0H[ LFDQ ERUGHU IDUPLQJ DUHD HDUV DJR LW LV QRZ D SDUW RI WKH 7XFVRQ

0HWURSROLWDQ DUHD 7KH 7RZQ FRYHUV DQ DUHD RI DSSUR[ LPDWHO\ VTXDUH PLOHV DQG LV ORFDWHG DW DQ

HOHYDWLRQ RI IHHW DW WKH EDVH RI WKH 6DQWD 5LWD 0RXQWDLQV 7KH IROORZLQJ WDEOH LOOXVWUDWHV SRSXODWLRQ

VWDWLVWLFV IRU WKH 7RZQ

7KH WDEOH EHORZ LOOXVWUDWHV SRSXODWLRQ VWDWLVWLFV IRU WKH 7RZQ

3238/$ 7,21 67$7,67,&6

DOHQGDU 7RZQ RI

HDU 6DKXDULWD

VWLPDWH a) 

HQVXV

HQVXV

HQVXV

HQVXV 1

HQVXV 1

a) Estimate as of July 1, 2015. 

6RXUFH UL] RQD HSDUWPHQW RPPHUFH 3RSXODWLRQ 6WDWLVWLFV 8QLW

0XQLFLSDO RYHUQPHQW DQG 2UJDQL] DWLRQ

7KH 7RZQ JRYHUQPHQW RSHUDWHV XQGHU WKH RXQFLO 0DQDJHU IRUP RI JRYHUQPHQW 3ROLF\ PDNLQJ DQG

OHJLVODWLYH DXWKRULW\ DUH YHVWHG LQ WKH 7RZQ RXQFLO ZKLFK FRQVLVWV RI D 0D\ RU D 9LFH 0D\ RU DQG ILYH

RXQFLOPHPEHUV RXQFLOPHPEHUV DUH HOHFWHG WR IRXU HDU VWDJJHUHG WHUPV 7KH 0D\RU LV GLUHFWO\

HOHFWHG E\ WKH TXDOLILHG YRWHUV RI WKH 7RZQ DQG WKH 9LFH 0D\ RU LV VHOHFWHG E\ WKH RXQFLO IURP DPRQJ LWV

PHPEHUV 7KH 7RZQ RXQFLO LV UHVSRQVLEOH DPRQJ RWKHU WKLQJV IRU WKH DGRSWLRQ RI ORFDO RUGLQDQFHV

EXGJHW DGRSWLRQ WKH GHYHORSPHQW RI FLWL] HQ DGYLVRU\ FRPPLWWHHV DQG WKH KLULQJ RI WKH 7RZQ 0DQDJHU

7KH 7RZQ 0DQDJHU LV UHVSRQVLEOH IRU LPSOHPHQWDWLRQ RI WKH SROLFLHV RI WKH 7RZQ RXQFLO 7KH 7RZQ

0DQDJHU DSSRLQWV DOO GHSDUWPHQW KHDGV H[ FHSW WKH KLHI RI 3ROLFH 7RZQ WWRUQH\ DQG 0DJLVWUDWH



7KH HOHFWHG RIILFLDOV RI WKH 7RZQ FXUUHQWO\ LQ RIILFH DUH

7(' 2)),&,$/6

7RZQ RI 6DKXDULWD UL] RQD

OHFWHG

2IILFLDOV 1DPH

0D\ RU XDQH OXPEHUJ

9LFH 0D\ RU LOO UDFFR

RXQFLO DUD JEHUW

0HOLVVD LFNV

LO XVN

7RP 0XUSK\

QQH 6NHOWRQ

7KH RXQFLO IL[ HV WKH GXWLHV DQG FRPSHQVDWLRQ RI 7RZQ RIILFLDOV DQG HPSOR\ HHV DQG HQDFWV RUGLQDQFHV

DQG UHVROXWLRQV UHODWLQJ WR 7RZQ VHUYLFHV WD[ OHYLHV DSSURSULDWLQJ DQG ERUURZLQJ PRQLHV OLFHQVLQJ DQG

UHJXODWLQJ EXVLQHVV DQG WUDGHV DQG RWKHU PXQLFLSDO SXUSRVHV 7KH 7RZQ RXQFLO DSSRLQWV WKH 7RZQ

0DQDJHU

7KH 7RZQ¶V NH\ DGPLQLVWUDWLYH VWDII FRQVLVWV RI WKH IROORZLQJ DSSRLQWHG RIILFLDOV

332,17(' 2)),&,$/6

7RZQ RI 6DKXDULWD UL] RQD

SSRLQWHG 2IILFLDOV 1DPH

7RZQ 0DQDJHU HOO\ 8GDOO

LQDQFH LUHFWRU 0DUULRWWL

7RZQ WWRUQH\ DQLHO RFKXOL

7RZQ OHUN LVD ROH

PSOR\ PHQW

7KH 7RZQ¶V HFRQRP\ LV OLQNHG FORVHO\ ZLWK WKDW RI 7XFVRQ XH WR WKH 7RZQ¶V SUR[ LPLW\ WR 7XFVRQ WKH

PDMRULW\ RI WKH UHVLGHQWV RI WKH 7RZQ ZRUN LQ WKH 7XFVRQ PHWURSROLWDQ DUHD 7KH WDEOH KHUHDIWHU

LOOXVWUDWHV VHYHUDO RI WKH PDMRU HPSOR\ HUV ZLWKLQ WKH 7RZQ



7KH IROORZLQJ LV D SDUWLDO OLVW RI PDMRU HPSOR\ HUV LQ WKH 7RZQ

0$-25 03/ 2<(56

7RZQ RI 6DKXDULWD UL] RQD

SSUR[ LPDWH

1XPEHURI

PSOR\ HU HVFULSWLRQ PSOR\ HHV

6DKXDULWD 8QLILHG 6FKRRO LVWULFW GXFDWLRQ

DO 0DUW 5HWDLO

DUPHU¶V QYHVWPHQW RPSDQ\ URS 3URGXFWLRQ

U\¶ V URFHU\

7RZQ RI 6DKXDULWD RYHUQPHQW

6DIHZD\ URFHU\

LP OLFN RUG XWRPRWLYH VDOHV

6RXUFH 7RZQ RI 6DKXDULWD RPSUHKHQVLYH QQXDO LQDQFLDO 5HSRUW IRU WKH ILVFDO HDU HQGHG XQH

7KH IROORZLQJ LV WKH 7RZQ¶V VDOHV WD[ UHYHQXH

6$/( 6 7$; 5(9(18(

7RZQ RI 6DKXDULWD UL] RQD

LVFDO

HDU PRXQW

6RXUFH 7RZQ RI 6DKXDULWD RPSUHKHQVLYH QQXDO LQDQFLDO 5HSRUW IRU WKH ILVFDO HDU HQGHG XQH



THIS PAGE INTENTIONALLY LEFT BLANK] 



33( 1',;

6800$5<2) 57$,1 3529,6,216 2) 7+( 1'( 1785(

7KH IROORZLQJ LV D VXPPDU\ RI FHUWDLQ SURYLVLRQV RI WKH QGHQWXUH WR ZKLFK UHIHUHQFH LV KHUHE\

PDGH IRU D PRUH FRPSOHWH GHVFULSWLRQ RI LWV WHUPV

HILQLWLRQV RI HUWDLQ 7HUPV

7KH IROORZLQJ DUH FHUWDLQ WHUPV GHILQHG LQ WKH QGHQWXUH DQG XVHG LQ WKLV 2IILFLDO 6WDWHPHQW

Alternate Letter of Credit´ PHDQV DQ LUUHYRFDEOH VLQJOH GUDZ VWDQGE\ OHWWHU RI FUHGLW DXWKRUL] LQJ

D GUDZ WKHUHXQGHU E\ WKH HSRVLWRU\ LVVXHG E\ D EDQN D WUXVW FRPSDQ\ RU RWKHU ILQDQFLDO LQVWLWXWLRQ ZLWK

D 0LQLPXP 7LHU HYHUDJH 5DWLR DQG ZKLFK KDV D WHUP RI QRW OHVV WKDQ RQH HDU IURP WKH GDWH RI LWV

LVVXDQFH ZKLFK OWHUQDWH HWWHU RI UHGLW VKDOO EH WKH VDPH LQ DOO RWKHU PDWHULDO UHVSHFWV H[ FHSW DV WR

H[ SLUDWLRQ GDWH DV WKH HWWHU RI UHGLW DQG VKDOO KDYH WKH UHPDLQLQJ IDFH DPRXQW RI WKH HWWHU RI UHGLW

Bond Fund´ PHDQV WKH IXQG ZLWK WKDW QDPH HVWDEOLVKHG SXUVXDQW WR WKH QGHQWXUH

Business Day´ PHDQV DQ\ GD\ RQ ZKLFK SD\ PHQWV FDQ EH DIIHFWHG RQ WKH HGZLUH 6\ VWHP RWKHU

WKDQ D 6DWXUGD\ D 6XQGD\ RU D OHJDO KROLGD\ RU HTXLYDOHQW RWKHU WKDQ D PRUDWRULXP IRU EDQNLQJ

LQVWLWXWLRQV JHQHUDOO\ LQ WKH SODFH RI SD\ PHQW RU LQ WKH FLW\ ZKHUH WKH SULQFLSDO FRUSRUDWH WUXVW RIILFH RI WKH

7UXVWHH RU WKH RIILFH RI WKH DFFRXQW EDQN RI WKH HWWHU RI UHGLW DQN LV ORFDWHG I WKH VSHFLILHG GDWH IRU

DQ\ SD\ PHQW VXEPLVVLRQ FHUWLILFDWLRQ GHWHUPLQDWLRQ RU RWKHU DFWLRQ SXUVXDQW WR WKH QGHQWXUH VKDOO EH

RWKHU WKDQ D XVLQHVV D\ WKHQ VXFK SD\ PHQW VXEPLVVLRQ FHUWLILFDWLRQ GHWHUPLQDWLRQ RU RWKHU DFWLRQ

PD\ EH PDGH RU GRQH RQ WKH QH[ W VXFFHHGLQJ GD\ ZKLFK LV D XVLQHVV D\ ZLWKRXW LQ WKH FDVH RI DQ\

SD\ PHQW DGGLWLRQDO LQWHUHVW H[ FHSW LQ WKH HYHQW RI D PRUDWRULXP DQG ZLWK WKH VDPH IRUFH DQG HIIHFW DV LI

PDGH RU GRQH RQ WKH VSHFLILHG GDWH

Code´ PHDQV WKH QWHUQDO 5HYHQXH RGH RI DV DPHQGHG DQG LQ IRUFH DQG HIIHFW RQ WKH

ORVLQJ DWH

Debt Service´ PHDQV FROOHFWLYHO\ L WKH SULQFLSDO RI DQG LQWHUHVW DQG SUHPLXP LI DQ\ RQ WKH

RQGV ZKHQ GXH VXEMHFW WR WKH OLPLWDWLRQV RI WKH 5HIXQGLQJ FW LL H[ SHQVHV DQG FRVWV RI WKH LVWULFW

DULVLQJ IURP WKH DFWLYLWLHV RI WKH LVWULFW VXFK DFWLYLWLHV EHLQJ WKH ILQDQFLQJ RI FHUWDLQ SXEOLF

LQIUDVWUXFWXUH SXUSRVHV LQFOXGLQJ WKH LVVXDQFH RI WKH RQGV LQFOXGLQJ SDUWLFXODUO\ EXW QRW E\ ZD\ RI

OLPLWDWLRQ H[ SHQVHV DQG FRVWV IRU DJHQWV RU WKLUG SDUWLHV UHTXLUHG WR DGPLQLVWHU WKH RQGV OHY\ DQG FROOHFW

WD[ HV IRU SD\ PHQW RI WKH RQGV SUHSDUH DQQXDO DXGLWV EXGJHWV DQG PDWHULDOV ZLWK UHVSHFW WR FRQWLQXLQJ

GLVFORVXUH DQG SURYLGH IRU DQ\ SXUSRVHV RWKHUZLVH UHODWHG WR VXFK DFWLYLWLHV RI WKH LVWULFW DQG LLL

DPRXQWV GXH ZLWK UHJDUG WR 5HEDWH

Discounted Tax Revenues´ PHDQV WKH DPRXQW RI VHFRQGDU\ DG YDORUHP SURSHUW\ WD[ UHYHQXHV RI

WKH LVWULFW WKDW ZRXOG EH FROOHFWHG IRU WKH WKHQ FXUUHQW LVFDO HDU RI WKH LVWULFW XVLQJ WKH WRWDO QHW

OLPLWHG DVVHVVHG YDOXDWLRQ RI SURSHUW\ ZLWKLQ WKH ERXQGDULHV RI WKH LVWULFW IRU SXUSRVHV RI WKH WD[ UROO

XVHG WR OHY\ WD[ HV GXULQJ WKH SUHFHGLQJ XJXVW DQG DSSO\ LQJ D WD[ UDWH RI SHU RI OLPLWHG

DVVHVVHG YDOXDWLRQ DQG DVVXPLQJ D GHOLQTXHQF\ IDFWRU HTXDO WR WKH JUHDWHU RI WKH ILYH SHUFHQW DQG WKH

KLVWRULF DYHUDJH DQQXDO SHUFHQWDJH GHOLQTXHQF\ IDFWRU IRU WKH LVWULFW DV RI VXFK LVFDO HDU DQG QR

FUHGLW IRU DQ\ IXQG EDODQFHV RU LQYHVWPHQW LQFRPH DFFUXLQJ GXULQJ VXFK LVFDO HDU



Fiscal Year´ PHDQV D SHULRG RI WZHOYH FRQVHFXWLYH PRQWKV FRPPHQFLQJ RQ XO\ DQG

HQGLQJ RQ XQH RU DQ\ RWKHU FRQVHFXWLYH PRQWK SHULRG ZKLFK PD\ EH HVWDEOLVKHG KHUHLQDIWHU DV WKH

ILVFDO HDU RI WKH LVWULFW IRU EXGJHWLQJ DQG DSSURSULDWH SXUSRVHV

Governmental Obligations´ PHDQV REOLJDWLRQV LVVXHG E\ RU JXDUDQWHHG E\ WKH 8QLWHG 6WDWHV

JRYHUQPHQW

Holder´ ZKHQ XVHG ZLWK UHVSHFW WR DQ\ RQG PHDQV WKH SHUVRQ LQ ZKRVH QDPH VXFK RQG LV

UHJLVWHUHG LQ WKH ERQG UHJLVWHU PDLQWDLQHG E\ WKH 7UXVWHH

Initial Letter of Credit´ PHDQV WKH LUUHYRFDEOH VLQJOH GUDZ VWDQG E\ OHWWHU RI FUHGLW LVVXHG E\

WKH HWWHU RI UHGLW DQN DQG GHOLYHUHG WR WKH HSRVLWRU\ RQ WKH VDPH GDWH DV WKH LQLWLDO GHOLYHU\ RI WKH

RQGV EHLQJ DQ LUUHYRFDEOH REOLJDWLRQ WR PDNH SD\ PHQW WR WKH HSRVLWRU\ RI ZKLFK H[ SLUHV

ZKHQ WKH IDFH DPRXQW WKHUHRI KDV EHHQ UHGXFHG WR RU OHVV SURYLGHG RQ HEUXDU\ RI HDFK HDU

LI WKH QHW OLPLWHG DVVHVVHG YDOXDWLRQ RI SURSHUW\ ZLWKLQ WKH ERXQGDULHV RI WKH LVWULFW XVHG WR OHY\ WD[ HV

GXULQJ WKH SUHFHGLQJ XJXVW H[ FHHGHG WKDW XVHG LQ WKH SULRU XJXVW WKH GLIIHUHQFH EHWZHHQ WKH PD[ LPXP

DQQXDO GHEW VHUYLFH IRU WKH RQGV DQG DQ\ JHQHUDO REOLJDWLRQ RU RWKHU JHQHUDO REOLJDWLRQ UHIXQGLQJ ERQGV

RI WKH LVWULFW KHUHLQ DIWHU LVVXHG DQG WKH LVFRXQWHG 7D[ 5HYHQXHV VKDOO EH FDOFXODWHG E\ WKH LVWULFW

0DQDJHU DQG WKH IDFH DPRXQW RI WKH HWWHU RI UHGLW VKDOO EH VXEMHFW WR DXWRPDWLF UHGXFWLRQ LQ IDFH

DPRXQW WR DQ DPRXQW HTXDO WR WKUHH WLPHV VXFK GLIIHUHQFH

Letter of Credit´ PHDQV D WKH QLWLDO HWWHU RI UHGLW DQG E XSRQ WKH LVVXDQFH DQG

HIIHFWLYHQHVV WKHUHRI DQ\ OWHUQDWH HWWHU RI UHGLW

Letter of Credit Bank´ PHDQV HVWHUQ OOLDQFH DQN DQ UL] RQD RUSRUDWLRQ LQ LWV FDSDFLW\ DV

LVVXHU RI WKH QLWLDO HWWHU RI UHGLW DQG LWV VXFFHVVRUV DQG DVVLJQV 8SRQ LVVXDQFH DQG HIIHFWLYHQHVV RI

DQ\ OWHUQDWH HWWHU RI UHGLW HWWHU RI UHGLW DQN´ VKDOO PHDQ WKH LVVXHU WKHUHRI DQG LWV VXFFHVVRUV

DQG DVVLJQV

Letter of Credit Termination Date´ PHDQV WKH HDUOLHU RI WKLUW\ GD\ V DIWHU WKH HWWHU RI UHGLW

DQN SURYLGLQJ WKH HWWHU RI UHGLW QR ORQJHU KDV 0LQLPXP 7LHU HYHUDJH 5DWLR DQG WKH VWDWHG

H[ SLUDWLRQ GDWH RI WKH HWWHU RI UHGLW DV H[ WHQGHG E\ DQ\ DSSOLFDEOH SURYLVLRQV WKHUHRI

Maturity´ ZKHQ XVHG ZLWK UHVSHFW WR DQ\ RQG PHDQV WKH GDWH RQ ZKLFK WKH SULQFLSDO RI VXFK

RQG EHFRPHV GXH DQG SD\ DEOH DV WKHUHLQ RU KHUHLQ SURYLGHG ZKHWKHU DW WKH 6WDWHG 0DWXULW\ WKHUHRI RU E\

FDOO IRU UHGHPSWLRQ RU RWKHUZLVH

Minimum Tier 1 Leverage Ratio´ PHDQV IRU WKH HQWLW\ VXSSO\ LQJ WKH HWWHU RI UHGLW D 7LHU

HYHUDJH 5DWLR RI HLJKW SHUFHQW

Opinion of Counsel´ PHDQV D ZULWWHQ RSLQLRQ RI FRXQVHO ZKR PD\ H[ FHSW DV RWKHUZLVH

H[ SUHVVO\ SURYLGHG LQ WKH QGHQWXUH EH FRXQVHO IRU WKH LVWULFW DQG VKDOO EH DFFHSWDEOH WR WKH 7UXVWHH DQG

ZKHQ JLYHQ ZLWK UHVSHFW WR WKH VWDWXV RI LQWHUHVW RQ DQ\ RQG XQGHU IHGHUDO LQFRPH WD[ ODZ VKDOO EH

FRXQVHO RI QDWLRQDOO\ UHFRJQL] HG VWDQGLQJ LQ WKH ILHOG RI PXQLFLSDO ERQG ODZ DQG ZKHQ JLYHQ ZLWK UHVSHFW

WR WKH VWDWXV RI DQ\ PDWWHU UHODWLQJ WR WKH ODZV RQ EDQNUXSWF\ VKDOO EH FRXQVHO RI QDWLRQDOO\ UHFRJQL] HG

VWDQGLQJ LQ WKH ILHOG RI EDQNUXSWF\ ODZ

Outstanding´ ZKHQ XVHG ZLWK UHVSHFW WR RQGV PHDQV DV RI WKH GDWH RI GHWHUPLQDWLRQ DOO RQGV

WKHUHWRIRUH DXWKHQWLFDWHG DQG GHOLYHUHG XQGHU WKH QGHQWXUH H[ FHSW ZLWKRXW GXSOLFDWLRQ

6XEMHFW WR FKDQJH



RQGV WKHUHWRIRUH FDQFHOHG E\ WKH 7UXVWHH RU GHOLYHUHG WR WKH 7UXVWHH IRU FDQFHOODWLRQ

RQGV IRU WKH SD\ PHQW RU UHGHPSWLRQ RI ZKLFK PRQH\ LQ WKH QHFHVVDU\ DPRXQW LV RQ

GHSRVLW ZLWK WKH 7UXVWHH RU DQ\ SD\ LQJ DJHQW IRU WKH ROGHUV RI VXFK RQGV DW WKH 0DWXULW\ WKHUHRI

SURYLGHG KRZHYHU WKDW LI VXFK RQGV DUH WR EH UHGHHPHG QRWLFH RI VXFK UHGHPSWLRQ KDV EHHQ GXO\ JLYHQ

SXUVXDQW WR WKH QGHQWXUH RU ZDLYHG RU SURYLVLRQ WKHUHIRU VDWLVIDFWRU\ WR WKH 7UXVWHH KDV EHHQ PDGH

RQGV LQ H[ FKDQJH IRU RU LQ OLHX RI ZKLFK RWKHU RQGV KDYH EHHQ DXWKHQWLFDWHG DQG

GHOLYHUHG XQGHU WKH QGHQWXUH

RQGV DOOHJHG WR KDYH EHHQ GHVWUR\ HG ORVW RU VWROHQ ZKLFK KDYH EHHQ SDLG DV SURYLGHG LQ

WKH QGHQWXUH DQG

RQGV IRU WKH SD\ PHQW RI WKH SULQFLSDO RI DQG LQWHUHVW RQ ZKLFK PRQH\ RU RYHUQPHQWDO

2EOLJDWLRQV RU ERWK DUH KHOG E\ WKH 7UXVWHH RU DQ HVFURZ DJHQW ZLWK WKH HIIHFW VSHFLILHG LQ XQGHU WKH

KHDGLQJ HIHDVDQFH´ EHORZ

Permitted Investments´ PHDQV FHUWDLQ LQYHVWPHQWV GHVFULEHG LQ WKH QGHQWXUH

Rebate´ PHDQV WKH SD\ PHQW V\ VWHP HVWDEOLVKHG E\ 6HFWLRQ RI WKH RGH ZLWK UHVSHFW WR

FHUWDLQ DUELWUDJH HDUQLQJV E\ D SROLWLFDO VXEGLYLVLRQ RQ DPRXQWV WUHDWHG DV WKH SURFHHGV RI FHUWDLQ

REOLJDWLRQV RI VXFK SROLWLFDO VXEGLYLVLRQ DQG VKDOO LQFOXGH DOO FRVWV DQG H[ SHQVHV LQFXUUHG LQ FRQQHFWLRQ

ZLWK DQG DOORFDEOH WR GHWHUPLQLQJ WKH DPRXQW GXH SXUVXDQW WR VXFK V\ VWHP

Redemption Date´ ZKHQ XVHG ZLWK UHVSHFW WR DQ\ RQG WR EH UHGHHPHG PHDQV WKH GDWH IL[ HG IRU

VXFK UHGHPSWLRQ SXUVXDQW WR WKH WHUPV WKHUHRI DQG WKH QGHQWXUH

Redemption Price´ ZKHQ XVHG ZLWK UHVSHFW WR DQ\ RQG WR EH UHGHHPHG PHDQV WKH SULFH DW

ZKLFK LW LV WR EH UHGHHPHG SXUVXDQW WR WKH QGHQWXUH H[ FOXGLQJ LQVWDOOPHQWV RI LQWHUHVW ZKRVH 6WDWHG

0DWXULW\ LV RQ RU EHIRUH WKH 5HGHPSWLRQ DWH

Stated Maturity´ ZKHQ XVHG ZLWK UHVSHFW WR DQ\ RQG RU DQ\ LQVWDOOPHQW RI LQWHUHVW RQ DQ\ RQG

PHDQV WKH GDWH VSHFLILHG LQ VXFK RQG DV WKH IL[ HG GDWH RQ ZKLFK WKH SULQFLSDO RU VXFK LQVWDOOPHQW RI

LQWHUHVW RQ DQ\ VXFK RQG LV GXH DQG SD\ DEOH

Tier 1 Leverage Ratio” PHDQV WKH UDWLR DW WKDW QDPH HVWDEOLVKHG E\ WKH HGHUDO 5HVHUYH RDUG LQ

RGH DW HGHUDO 5HJXODWLRQV 3DUW SSHQGL[ DQG DQ\ UHSODFHPHQW WKHUHRI DFFHSWDEOH WR WKH

RDUG

7UXVW VWDWH 8QGHU WKH QGHQWXUH

7KH LVWULFW KDV JUDQWHG D VHFXULW\ LQWHUHVW WR WKH 7UXVWHH LQ DOO PRQH\ DQG LQYHVWPHQWV KHOG IRU

WKH FUHGLW RI WKH 7D[ FFRXQW´ RI WKH RQG XQG DQG WKH LVWULFW¶ V LQWHUHVW LQ WKH 6WDQGE\ RQWULEXWLRQ

JUHHPHQW DQG WKH HSRVLWRU\ JUHHPHQW 7KH 7UXVWHH LV UHTXLUHG WR KROG DOO VXFK SURSHUW\ LQ WUXVW IRU

WKH EHQHILW RI DOO RI WKH ROGHUV RI WKH RQGV

RQG XQG

7KH PRQH\ GHSRVLWHG WR WKH RQG XQG LV UHTXLUHG WR EH KHOG E\ WKH 7UXVWHH LQ WUXVW DQG DSSOLHG

VROHO\ DV SURYLGHG LQ WKH QGHQWXUH 7KH LVWULFW LV UHTXLUHG WR GHSRVLW WR WKH 7D[ FFRXQW RI WKH RQG

XQG DPRQJ RWKHU DPRXQWV L DPRXQWV FROOHFWHG E\ RU UHPLWWHG WR WKH LVWULFW DV ad valorem SURSHUW\



WD[ HV WR WKH H[ WHQW SURYLGHG LQ WKH QGHQWXUH DQG LL DPRXQWV SDLG IRU GHSRVLW WKHUHLQ SXUVXDQW WR WKH

6WDQGE\ RQWULEXWLRQ JUHHPHQW DQG WKH HSRVLWRU\ JUHHPHQW 7KH 7D[ FFRXQW RI WKH RQG XQG LV

UHTXLUHG WR EH DSSOLHG E\ WKH 7UXVWHH VROHO\ WR SD\ HEW 6HUYLFH LQ DQ\ IRUP DQG LQ WKH RUGHU GHVFULEHG

EHORZ XQGHU SSOLFDWLRQ RI 0RQH\ V ROOHFWHG 6HFRQG

7KH QGHQWXUH SURYLGHV WKDW PRQH\ KHOG IRU WKH FUHGLW RI L WKH RQG XQG ZLOO EH LQYHVWHG E\ WKH

7UXVWHH LQ FHUWDLQ 7UXVWHH LQ 3HUPLWWHG QYHVWPHQWV DQG RQ HDFK 6HSWHPEHU DQG 0DUFK RI HDFK

LVFDO HDU WKH UHVXOWLQJ LQYHVWPHQW LQFRPH ZLOO EH WUDQVIHUUHG E\ WKH 7UXVWHH WR WKH 7D[ FFRXQW RI WKH

RQG XQG 7KH 7UXVWHH ZLOO VHOO RU SUHVHQW IRU UHGHPSWLRQ DQ\ REOLJDWLRQV VR SXUFKDVHG DV DQ

LQYHVWPHQW SXUVXDQW WR WKH QGHQWXUH ZKHQHYHU LW LV QHFHVVDU\ WR GR VR LQ RUGHU WR SURYLGH PRQH\ WR PDNH

DQ\ SD\ PHQW RU WUDQVIHU RI PRQH\ UHTXLUHG WKHUHE\ QYHVWPHQWV ZLOO PDWXUH RU ZLOO EH VXEMHFW WR

UHGHPSWLRQ E\ WKH KROGHU WKHUHRI DW WKH RSWLRQ RI VXFK KROGHU ZLWKRXW SHQDOW\ QRW ODWHU WKDQ WKH UHVSHFWLYH

GDWHV ZKHQ VXFK PRQH\ LV H[ SHFWHG WR EH UHTXLUHG IRU WKH SXUSRVH LQWHQGHG 2EOLJDWLRQV VR SXUFKDVHG DV

DQ LQYHVWPHQW RI DQ\ PRQH\ FUHGLWHG WR DQ\ IXQG HVWDEOLVKHG SXUVXDQW WR WKH QGHQWXUH ZLOO EH GHHPHG DW

DOO WLPHV WR EH D SDUW RI VXFK IXQG 7KH LQYHVWPHQW LQFRPH RQ REOLJDWLRQV VR SXUFKDVHG DQG DQ\ SURILW

UHDOL] HG IURP VXFK LQYHVWPHQW ZLOO EH FUHGLWHG WR VXFK IXQG DQG DQ\ ORVV UHVXOWLQJ IURP VXFK LQYHVWPHQW

ZLOO EH FKDUJHG WR VXFK IXQG OO PRQH\ KHOG E\ WKH 7UXVWHH SXUVXDQW WR WKH QGHQWXUH ZLOO EH

FRQWLQXRXVO\ VHFXUHG LQ WKH PDQQHU DQG WR WKH IXOOHVW H[ WHQW WKHQ UHTXLUHG E\ DSSOLFDEOH 6WDWH RU IHGHUDO

ODZV DQG UHJXODWLRQV UHJDUGLQJ WKH VHFXULW\ IRU RU JUDQWLQJ D SUHIHUHQFH LQ WKH FDVH RI WKH GHSRVLW RI WUXVW

IXQGV 7KH 7UXVWHH ZLOO QRW EH OLDEOH IRU DQ\ ORVV UHVXOWLQJ IURP DQ\ VXFK LQYHVWPHQW H[ FHSWLQJ RQO\ VXFK

ORVVHV DV PD\ KDYH UHVXOWHG IURP GLVUHJDUG RU QHJOLJHQW LPSOHPHQWDWLRQ RI DQ\ SHUPLWWHG GLUHFWLRQ E\ WKH

LVWULFW

5HPHGLHV XQGHU WKH 7UXVW QGHQWXUH

7KH 7UXVWHH LQ LWV GLVFUHWLRQ VXEMHFW WR WKH RWKHU SURYLVLRQV RI WKH QGHQWXUH PD\ SURFHHG WR

SURWHFW DQG HQIRUFH LWV ULJKWV DQG WKH ULJKWV RI WKH ROGHUV RI WKH RQGV XQGHU WKH QGHQWXUH E\ D VXLW

DFWLRQ RU SURFHHGLQJ LQ HTXLW\ RU DW ODZ RU RWKHUZLVH ZKHWKHU IRU WKH VSHFLILF SHUIRUPDQFH RI DQ\

FRYHQDQW RU DJUHHPHQW FRQWDLQHG LQ WKH QGHQWXUH WKH 6WDQGE\ RQWULEXWLRQ JUHHPHQW RU WKH HSRVLWRU\

JUHHPHQW RU LQ DLG RI WKH H[ HFXWLRQ RI DQ\ SRZHU JUDQWHG LQ WKH QGHQWXUH WKH 6WDQGE\ RQWULEXWLRQ

JUHHPHQW RU WKH HSRVLWRU\ JUHHPHQW RU IRU WKH HQIRUFHPHQW RI DQ\ RWKHU OHJDO HTXLWDEOH RU RWKHU

UHPHG\ DV WKH 7UXVWHH EHLQJ DGYLVHG E\ FRXQVHO GHHPV PRVW HIIHFWXDO WR SURWHFW DQG HQIRUFH DQ\ RI WKH

ULJKWV RI WKH 7UXVWHH RU WKH ROGHUV RI WKH RQGV 7KH QGHQWXUH SURYLGHV WKDW LQ DGGLWLRQ WR DOO ULJKWV

DQG UHPHGLHV RI DQ\ ROGHU RI D RQG SURYLGHG WKHUHLQ LQ WKH HYHQW WKH LVWULFW GHIDXOWV LQ WKH SD\ PHQW

RI WKH SULQFLSDO RI RU SUHPLXP LI DQ\ RU LQWHUHVW RQ DQ\ RI WKH RQGV ZKHQ GXH RU GHIDXOWV LQ WKH

REVHUYDQFH RU SHUIRUPDQFH RU WKH FDXVLQJ RI WKH REVHUYDQFH RU SHUIRUPDQFH RI DQ\ RI WKH FRYHQDQWV

FRQGLWLRQV RU REOLJDWLRQV VHW IRUWK LQ WKH RQG 5HVROXWLRQ WKH QGHQWXUH WKH 6WDQGE\ RQWULEXWLRQ

JUHHPHQW RU WKH HSRVLWRU\ JUHHPHQW WKH 7UXVWHH ZLOO EH HQWLWOHG WR WKH H[ WHQW DYDLODEOH SXUVXDQW WR

DSSOLFDEOH ODZ WR D ZULW RI PDQGDPXV LVVXHG E\ D FRXUW RI SURSHU MXULVGLFWLRQ FRPSHOOLQJ DQG UHTXLULQJ

WKH PHPEHUV RI WKH RDUG DQG RWKHU RIILFHUV RI WKH LVWULFW WR PDNH VXFK SD\ PHQW RU WR REVHUYH DQG

SHUIRUP RU FDXVH WKH REVHUYDWLRQ RU SHUIRUPDQFH RI DQ\ FRYHQDQW REOLJDWLRQ RU FRQGLWLRQ SUHVFULEHG LQ

WKH RQG 5HVROXWLRQ WKH QGHQWXUH WKH 6WDQGE\ RQWULEXWLRQ JUHHPHQW RU WKH HSRVLWRU\ JUHHPHQW

1RWZLWKVWDQGLQJ WKH IRUHJRLQJ LI WKH 7UXVWHH LV XQZLOOLQJ RU XQDEOH WR SHUIRUP DQ\ RI WKH IRUHJRLQJ ZLWK

UHVSHFW WR WKH 6WDQGE\ RQWULEXWLRQ JUHHPHQW RU WKH HSRVLWRU\ JUHHPHQW DQG WKH UHVXOW ZLOO EH DQ

LQFUHDVH RI WKH OHY\ RI SURSHUW\ WD[ HV IRU WKH QH[ W LVFDO HDU WKH VVXHU PD\ LQGHSHQGHQWO\ WDNH

ZKDWHYHU DFWLRQ LV QHFHVVDU\ LQ WKH MXGJPHQW RI WKH RDUG WR PLWLJDWH WKH HIIHFW LQ IXWXUH LVFDO HDUV

7KH QGHQWXUH FRQWDLQV QR SURYLVLRQ IRU DFFHOHUDWLRQ RI PDWXULW\ RI SULQFLSDO RI WKH RQGV LQ WKH HYHQW RI

GHIDXOW 7KH UHPHG\ RI PDQGDPXV GHVFULEHG DERYH ZRXOG KDYH WR EH H[ HUFLVHG XSRQ HDFK VHSDUDWH

GHIDXOW DQG PD\ WKHUHIRUH SURYH FRVWO\ WLPH FRQVXPLQJ DQG GLIILFXOW WR HQIRUFH 7KH ULJKWV DQG

UHPHGLHV RI ROGHUV RI WKH RQGV DQG WKH HQIRUFHDELOLW\ RI WKH RQGV PD\ DOVR EH OLPLWHG E\ EDQNUXSWF\



UHRUJDQL] DWLRQ DQG RWKHU VLPLODU ODZV DIIHFWLQJ WKH HQIRUFHPHQW RI FUHGLWRUV¶ ULJKWV JHQHUDOO\ 6HH 5,6.

7256

I

GHIDXOW RFFXUV LQ WKH SD\ PHQW RI DQ\ LQWHUHVW RQ DQ\ RQG ZKHQ VXFK LQWHUHVW EHFRPHV

GXH DQG SD\ DEOH RU

GHIDXOW RFFXUV LQ WKH SD\ PHQW RI WKH SULQFLSDO RI RU SUHPLXP LI DQ\ RQ DQ\ RQG DW LWV

0DWXULW\

WKHQ XSRQ GHPDQG RI WKH 7UXVWHH WKH LVWULFW ZLOO SD\ RU FDXVH WR EH SDLG WR WKH 7UXVWHH IRU WKH

EHQHILW RQ WKH ROGHUV RI VXFK RQGV WKH DPRXQW VR GXH DQG SD\ DEOH RQ WKH RQGV IRU SULQFLSDO DQG

SUHPLXP LI DQ\ EXW QRW DQ\ VXFK DPRXQWV GXH LQ WKH IXWXUH DQG LQWHUHVW DQG LQ DGGLWLRQ WKHUHWR VXFK

IXUWKHU DPRXQW DV ZLOO EH VXIILFLHQW WR FRYHU WKH FRVWV DQG H[ SHQVHV RI DGPLQLVWUDWLRQ DQG FROOHFWLRQ

LQFOXGLQJ WKH UHDVRQ DEOH FRPSHQVDWLRQ H[ SHQVHV GLVEXUVHPHQWV DQG DGYDQFHV RI WKH 7UXVWHH DQG LWV

DJHQWV DQG FRXQVHO I WKH LVWULFW IDLOV WR SD\ RU FDXVH WR EH SDLG VXFK DPRXQWV IRUWKZLWK XSRQ VXFK

GHPDQG WKH 7UXVWHH LQ LWV RZQ QDPH DQG DV WUXVWHH RI DQ H[ SUHVV WUXVW ZLOO EH HQWLWOHG WR VXH IRU DQG

UHFRYHU MXGJPHQW DJDLQVW WKH LVWULFW IRU WKH DPRXQW WKHQ VR GXH DQG XQSDLG

7KH 7UXVWHH ZLOO EH HQWLWOHG WR VXH DQG UHFRYHU MXGJPHQW DV DIRUHVDLG HLWKHU EHIRUH DIWHU RU

GXULQJ WKH SHQGHQF\ RI DQ\ SURFHHGLQJV IRU WKH HQIRUFHPHQW RI WKH OLHQ RI WKH QGHQWXUH DQG LQ FDVH RI D

VDOH RI WKH WUXVW HVWDWH HVWDEOLVKHG SXUVXDQW WR WKH QGHQWXUH DQG WKH DSSOLFDWLRQ RI WKH SURFHHGV RI VDOH DV

DIRUHVDLG WKH 7UXVWHH LQ LWV RZQ QDPH DQG DV WUXVWHH RI DQ H[ SUHVV WUXVW ZLOO EH HQWLWOHG WR HQIRUFH

SD\ PHQW RI DQG WR UHFHLYH DOO DPRXQWV WKHQ UHPDLQLQJ GXH DQG XQSDLG XSRQ WKH 2XWVWDQGLQJ RQGV IRU

WKH EHQHILW RI WKH ROGHUV WKHUHRI DQG ZLOO EH HQWLWOHG WR UHFRYHU MXGJPHQW IRU DQ\ SRUWLRQ RI WKH VDPH

UHPDLQLQJ XQSDLG ZLWK LQWHUHVW DV DIRUHVDLG 1R UHFRYHU\ RI DQ\ VXFK MXGJPHQW XSRQ DQ\ SURSHUW\ RI WKH

LVWULFW ZLOO DIIHFW RU LPSDLU WKH OLHQ RQ WKH QGHQWXUH XSRQ WKH WUXVW HVWDWH RU DQ\ ULJKWV SRZHUV RU

UHPHGLHV RI WKH 7UXVWHH WKHUHXQGHU RU DQ\ ULJKWV SRZHUV RU UHPHGLHV RI WKH ROGHUV RI WKH RQGV

SSOLFDWLRQ RI 0RQH\ ROOHFWHG

Q\ PRQH\ FROOHFWHG E\ WKH 7UXVWHH SXUVXDQW WR WKH 5HPHGLHV XQGHU WKH 7UXVW QGHQWXUH´ DERYH

WRJHWKHU ZLWK DQ\ RWKHU VXPV WKHQ KHOG E\ WKH 7UXVWHH DV SDUW RI WKH WUXVW HVWDWH HVWDEOLVKHG SXUVXDQW WR WKH

QGHQWXUH ZLOO EH DSSOLHG LQ WKH IROORZLQJ RUGHU DW WKH GDWH RU GDWHV IL[ HG E\ WKH 7UXVWHH DQG LQ FDVH RI

WKH GLVWULEXWLRQ RI VXFK PRQH\ RQ DFFRXQW RI SULQFLSDO RU SUHPLXP LI DQ\ RU LQWHUHVW XSRQ SUHVHQWDWLRQ

RI WKH RQGV DQG WKH QRWDWLRQ WKHUHRQ RI WKH SD\ PHQW LI RQO\ SDUWLDOO\ SDLG DQG XSRQ VXUUHQGHU WKHUHRI LI

IXOO\ SDLG

LUVW 7R WKH SD\ PHQW RI DOO XQSDLG DPRXQWV GXH WKH 7UXVWHH XQGHU WKH DSSOLFDEOH

SURYLVLRQV RI WKH QGHQWXUH

6HFRQG 7R WKH SD\ PHQW RI DQ\ DPRXQWV GXH IRU 5HEDWH DQG WKHQ WKH ZKROH DPRXQW WKHQ

GXH DQG XQSDLG XSRQ WKH 2XWVWDQGLQJ RQGV IRU SULQFLSDO RI DQG SUHPLXP LI DQ\ DQG

LQWHUHVW RQ WKH RQGV DQG WR WKH H[ WHQW WKDW VXFK LQWHUHVW KDV EHHQ FROOHFWHG E\ WKH

7UXVWHH RU D VXP VXIILFLHQW WKHUHIRU KDV EHHQ VR FROOHFWHG DQG SD\ PHQW WKHUHRI LV OHJDOO\

HQIRUFHDEOH DW WKH UHVSHFWLYH UDWH RU UDWHV SUHVFULEHG WKHUHIRU LQ WKH RQGV RQ RYHUGXH

SULQFLSDO DQG SUHPLXP LI DQ\ DQG LQ FDVH VXFK SURFHHGV ZLOO EH VXIILFLHQW WR SD\ LQ IXOO

WKH ZKROH DPRXQW VR GXH DQG XQSDLG XSRQ VXFK RQGV WKHQ WR WKH SD\PHQW RI VXFK

SULQFLSDO DQG LQWHUHVW ZLWKRXW DQ\ SUHIHUHQFH RU SULRULW\ UDWDEO\ DFFRUGLQJ WR WKH

DJJUHJDWH DPRXQW VR GXH DQG



7KLUG 7R WKH SD\ PHQW RI WKH UHPDLQGHU LI DQ\ WR WKH LVWULFW RU WR ZKRVRHYHU PD\ EH

ODZIXOO\ HQWLWOHG WR UHFHLYH WKH VDPH RU DV D FRXUW RI FRPSHWHQW MXULVGLFWLRQ PD\ GLUHFW

RQWURO E\ ROGHUV RI WKH RQGV

7KH ROGHUV RI D PDMRULW\ LQ SULQFLSDO DPRXQW RI WKH 2XWVWDQGLQJ RQGV DIIHFWHG WKHUHE\ ZLOO

KDYH WKH ULJKW VXEMHFW WR SURYLGLQJ LQGHPQLW\ WR WKH 7UXVWHH DV GHVFULEHG EHORZ

WR UHTXLUH WKH 7UXVWHH WR SURFHHG WR HQIRUFH WKH QGHQWXUH HLWKHU E\ MXGLFLDO SURFHHGLQJV

IRU WKH HQIRUFHPHQW RI WKH SD\ PHQW RI WKH RQGV DQG WKH IRUHFORVXUH RI WKH QGHQWXUH WKH

VDOH RI WKH WUXVW HVWDWH HVWDEOLVKHG SXUVXDQW WR WKH QGHQWXUH RU RWKHUZLVH DQG

WR GLUHFW WKH WLPH PHWKRG DQG SODFH RI FRQGXFWLQJ DQ\ SURFHHGLQJ IRU DQ\ UHPHG\

DYDLODEOH WR WKH 7UXVWHH RU H[ HUFLVLQJ DQ\ WUXVW RU SRZHU FRQIHUUHG XSRQ WKH 7UXVWHH

XQGHU WKH QGHQWXUH SURYLGHG WKDW

D VXFK GLUHFWLRQ ZLOO QRW EH LQ FRQIOLFW ZLWK DQ\ UXOH RI ODZ RU WKH QGHQWXUH

E WKH 7UXVWHH PD\ WDNH DQ\ RWKHU DFWLRQ GHHPHG SURSHU E\ WKH 7UXVWHH ZKLFK LV QRW

LQFRQVLVWHQW ZLWK VXFK GLUHFWLRQ

F WKH 7UXVWHH KDV QRW GHWHUPLQHG WKDW WKH DFWLRQ VR GLUHFWHG ZRXOG EH XQMXVWO\

SUHMXGLFLDO WR WKH ROGHUV QRW WDNLQJ SDUW LQ VXFK GLUHFWLRQ DQG

G LI WKH UHPHG\ UHTXLUHV WKH FRQVHQW RI D FHUWDLQ QXPEHU RI WKH ROGHUV VXFK

FRQVHQW KDV EHHQ SURYLGHG

HIRUH WDNLQJ DFWLRQ SXUVXDQW WR WKH QGHQWXUH WKH 7UXVWHH PD\ UHTXLUH WKDW D VDWLVIDFWRU\

LQGHPQLW\ ERQG EH IXUQLVKHG WR LW IRU WKH UHLPEXUVHPHQW RI DOO H[ SHQVHV ZKLFK LW PD\ LQFXU DQG WR SURWHFW

LW DJDLQVW DOO OLDELOLW\ E\ UHDVRQ RI DQ\ DFWLRQ VR WDNHQ H[ FHSW OLDELOLW\ ZKLFK LV DGMXGLFDWHG WR KDYH

UHVXOWHG IURP LWV QHJOLJHQFH RU ZLOOIXO PLVFRQGXFW 7KH 7UXVWHH PD\ WDNH DFWLRQ ZLWKRXW WKDW LQGHPQLW\

DQG LQ WKDW FDVH WKH LVWULFW ZLOO UHLPEXUVH WKH 7UXVWHH IRU DOO RI WKH H[ SHQVHV RI WKH 7UXVWHH SXUVXDQW WR

WKH QGHQWXUH

DFK ROGHU RI DQ\ RQG E\ KLV DFFHSWDQFH WKHUHRI ZLOO EH GHHPHG WR KDYH DJUHHG WKDW DQ\ FRXUW

PD\ LQ LWV GLVFUHWLRQ UHTXLUH LQ DQ\ VXLW IRU WKH HQIRUFHPHQW RI DQ\ ULJKW RU UHPHG\ XQGHU WKH QGHQWXUH

RU LQ DQ\ VXLW DJDLQVW WKH 7UXVWHH IRU DQ\ DFWLRQ WDNHQ RU RPLWWHG E\ LW DV 7UXVWHH WKH ILOLQJ E\ DQ\ SDUW\

OLWLJDQW LQ VXFK VXLW RI DQ XQGHUWDNLQJ WR SD\ WKH FRVWV RI VXFK VXLW DQG WKDW VXFK FRXUW PD\ LQ LWV

GLVFUHWLRQ DVVHVV UHDVRQDEOH FRVWV DJDLQVW DQ\ SDUW\ OLWLJDQW LQ VXFK VXLW KDYLQJ GXH UHJDUG WR WKH PHULWV

DQG JRRG IDLWK RI WKH FODLPV RU GHIHQVHV PDGH E\ VXFK SDUW\ OLWLJDQW RZHYHU WKH SURYLVLRQV RI WKH

QGHQWXUH ZLOO QRW DSSO\ WR DQ\ VXLW LQVWLWXWHG E\ RU DJDLQVW WKH 7UXVWHH WR DQ\ VXLW LQVWLWXWHG E\ DQ\

ROGHU RI D RQG RU JURXS RI ROGHUV RI WKH RQGV DIIHFWHG WKHUHE\ KROGLQJ LQ DJJUHJDWH PRUH WKDQ WHQ

SHUFHQW LQ SULQFLSDO DPRXQW RI WKH 2XWVWDQGLQJ RQGV RU WR DQ\ VXLW LQVWLWXWHG E\ DQ\ ROGHU RI D RQG

IRU WKH HQIRUFHPHQW RI WKH SD\ PHQW RI WKH SULQFLSDO RI RU LQWHUHVW RQ DQ\ RQG RQ RU DIWHU WKH 6WDWHG

0DWXULW\ H[ SUHVVHG LQ VXFK RQG RU LQ WKH FDVH RI UHGHPSWLRQ RQ RU DIWHU WKH 5HGHPSWLRQ DWH

6XSSOHPHQWDO QGHQWXUHV DQG PHQGPHQWV WR HUWDLQ RFXPHQWV

LWKRXW WKH FRQVHQW RI WKH ROGHUV RI DQ\ RQGV DQG XQGHU FHUWDLQ FLUFXPVWDQFHV GHVFULEHG LQ

WKH QGHQWXUH WKH LVWULFW DQG WKH 7UXVWHH PD\ IURP WLPH WR WLPH HQWHU LQWR LQGHQWXUHV VXSSOHPHQWDO WR WKH

QGHQWXUH RU DGRSW D UHVROXWLRQ DPHQGLQJ WKH RQG 5HVROXWLRQ RU DPHQG WKH 6WDQGE\ RQWULEXWLRQ



JUHHPHQW RU WKH HSRVLWRU\ JUHHPHQW L WR FRUUHFW RU DPSOLI\ WKH GHVFULSWLRQ RI DQ\ SURSHUW\ VXEMHFW

WR WKH OLHQ RI WKH QGHQWXUH RU EHWWHU WR DVVXUH FRQYH\ DQG FRQILUP XQWR WKH 7UXVWHH DQ\ SURSHUW\ VXEMHFW

RU UHTXLUHG WR EH VXEMHFWHG WR WKH OLHQ RI WKH QGHQWXUH RU WR VXEMHFW WR WKH OLHQ RI WKH QGHQWXUH DGGLWLRQDO

SURSHUW\ LL WR DGG WR WKH FRQGLWLRQV OLPLWDWLRQV DQG UHVWULFWLRQV RQ WKH DXWKRUL] HG DPRXQW WHUPV RU

SXUSRVHV RI LVVXH DXWKHQWLFDWLRQ DQG GHOLYHU\ RI RQGV DQ\ DGGLWLRQDO FRQGLWLRQV OLPLWDWLRQV DQG

UHVWULFWLRQV WKHUHDIWHU WR EH REVHUYHG LLL WR HYLGHQFH WKH VXFFHVVLRQ RI DQRWKHU HQWLW\ WR WKH LVWULFW DQG

WKH DVVXPSWLRQ E\ DQ\ VXFK VXFFHVVRU RI WKH FRYHQDQWV RI WKH LVWULFW LQ WKH RQGV WKH QGHQWXUH WKH

RQG 5HVROXWLRQ WKH 6WDQGE\ RQWULEXWLRQ JUHHPHQW RU WKH HSRVLWRU\ JUHHPHQW LY WR DGG WR WKH

FRYHQDQWV RI WKH LVWULFW IRU WKH EHQHILW RI WKH ROGHUV RI DOO WKH RQGV Y WR DOORZ WKH UHSODFHPHQW RI

WKH HWWHU RI UHGLW ZLWK DQ DPRXQW RI FDVK HTXDO WR WKH IDFH DPRXQW WKHUHRI XSRQ WHUPV DQG FRQGLWLRQV

WKH VVXHU 5HSUHVHQWDWLYH LQ KLV VROH DQG DEVROXWH GLVFUHWLRQ GHHPV DSSURSULDWH LQFOXGLQJ UHTXLUHPHQWV

IRU RSLQLRQV RI FRXQVHO RQ VXEMHFWV KH GHHPV QHFHVVDU\ RU YL WR FXUH DQ\ DPELJXLW\ WR FRUUHFW RU

VXSSOHPHQW DQ\ SURYLVLRQ LQ WKH QGHQWXUH WKH RQG 5HVROXWLRQ WKH 6WDQGE\ RQWULEXWLRQ JUHHPHQW RU

WKH HSRVLWRU\ JUHHPHQW ZKLFK PD\ EH LQFRQVLVWHQW ZLWK DQ\ RWKHU SURYLVLRQV WKHUHRI RU WR PDNH DQ\

RWKHU SURYLVLRQV ZLWK UHVSHFW WR PDWWHUV RU TXHVWLRQV DULVLQJ WKHUHXQGHU ZKLFK ZLOO QRW EH LQFRQVLVWHQW

ZLWK WKH SURYLVLRQV WKHUHRI LI VXFK DFWLRQV ZLOO QRW DGYHUVHO\ DIIHFW WKH LQWHUHVWV RI WKH ROGHUV RI WKH

RQGV

LWK WKH FRQVHQW RI WKH ROGHUV RI QRW OHVV WKDQ D PDMRULW\ LQ SULQFLSDO DPRXQW RI WKH RQGV

DIIHFWHG E\ VXFK VXSSOHPHQWDO QGHQWXUH RU DPHQGPHQW WR WKH RQG 5HVROXWLRQ WKH 6WDQGE\ RQWULEXWLRQ

JUHHPHQW RU WKH HSRVLWRU\ JUHHPHQW DQG XQGHU FHUWDLQ FLUFXPVWDQFHV GHVFULEHG LQ WKH QGHQWXUH WKH

LVWULFW DQG WKH 7UXVWHH PD\ DOVR HQWHU LQWR LQGHQWXUHV VXSSOHPHQWDO WR WKH QGHQWXUH RU DPHQGPHQWV WR

WKH RQG 5HVROXWLRQ WKH 6WDQGE\ RQWULEXWLRQ JUHHPHQW RU WKH HSRVLWRU\ JUHHPHQW IRU WKH SXUSRVH

RI DGGLQJ DQ\ RWKHU SURYLVLRQV WR RU FKDQJLQJ LQ DQ\ RWKHU PDQQHU RU HOLPLQDWLQJ DQ\ RI WKH SURYLVLRQV RI

WKH QGHQWXUH WKH 6WDQGE\ RQWULEXWLRQ JUHHPHQW RU WKH HSRVLWRU\ JUHHPHQW RU RI PRGLI\ LQJ LQ

DQRWKHU PDQQHU WKH ULJKWV RI WKH ROGHUV RI WKH RQGV XQGHU WKH QGHQWXUH WKH RQG 5HVROXWLRQ WKH

6WDQGE\ RQWULEXWLRQ JUHHPHQW RU WKH HSRVLWRU\ JUHHPHQW RZHYHU QR VXSSOHPHQWDO LQGHQWXUH RU

DPHQGPHQW ZLWKRXW WKH FRQVHQW RI WKH ROGHU RI HDFK 2XWVWDQGLQJ RQG DIIHFWHG WKHUHE\ LV SHUPLWWHG E\

WKH QGHQWXUH WR L FKDQJH WKH 6WDWHG 0DWXULW\ RI WKH SULQFLSDO RI RU DQ\ LQVWDOOPHQW RI LQWHUHVW RQ DQ\

RQG RU UHGXFH WKH SULQFLSDO DPRXQW RI RU WKH LQWHUHVW RQ DQ\ RQG RU FKDQJH DQ\ SODFH RI SD\ PHQW

ZKHUH RU WKH FRLQ RU FXUUHQF\ LQ ZKLFK DQ\ RQG RU WKH LQWHUHVW RQ DQ\ RQG LV SD\ DEOH RU LPSDLU WKH

ULJKW WR LQVWLWXWH VXLW IRU WKH HQIRUFHPHQW RI DQ\ VXFK SD\ PHQW RQ RU DIWHU WKH VWDWHG PDWXULW\ WKHUHRI RU

LQ WKH FDVH RI UHGHPSWLRQ RQ RU DIWHU WKH 5HGHPSWLRQ DWH LL UHGXFH WKH SHUFHQWDJH LQ SULQFLSDO

DPRXQW RI WKH 2XWVWDQGLQJ RQGV WKH FRQVHQW RI WKH ROGHUV RI ZKLFK LV UHTXLUHG IRU DQ\ VXSSOHPHQWDO

LQGHQWXUH RU DPHQGPHQW WR WKH RQG 5HVROXWLRQ WKH 6WDQGE\ RQWULEXWLRQ JUHHPHQW RU WKH HSRVLWRU\

JUHHPHQW RU WKH FRQVHQW RI ROGHUV RI ZKLFK LV UHTXLUHG IRU DQ\ ZDLYHU SURYLGHG IRU LQ WKH QGHQWXUH RI

FRPSOLDQFH ZLWK FHUWDLQ SURYLVLRQV RI WKH QGHQWXUH RU FHUWDLQ GHIDXOWV XQGHU WKH QGHQWXUH DQG WKHLU

FRQVHTXHQFHV LLL PRGLI\ RU DOWHU WKH SURYLVLRQV RI WKH SURYLVR WR WKH GHILQLWLRQ RI WKH WHUP

2XWVWDQGLQJ´ LQ WKH QGHQWXUH RU LY PRGLI\ DQ\ RI WKH SURYLVLRQV RI WKH QGHQWXUH FRQFHUQLQJ DSSURYDO

RI VXSSOHPHQWDO LQGHQWXUHV RU DPHQGPHQWV WR WKH RQG 5HVROXWLRQ WKH 6WDQGE\ RQWULEXWLRQ JUHHPHQW

RU WKH HSRVLWRU\ JUHHPHQW H[ FHSW WR LQFUHDVH DQ\ SHUFHQWDJH RI WKH ROGHUV RI RQGV QHFHVVDU\ IRU

DSSURYDO RU WR SURYLGH WKDW FHUWDLQ SURYLVLRQV RI WKH QGHQWXUH FDQQRW EH PRGLILHG RU ZDLYHG ZLWKRXW WKH

FRQVHQW RI WKH ROGHU RI HDFK RQG DIIHFWHG WKHUHE\ 7KH 7UXVWHH PD\ LQ LWV GLVFUHWLRQ GHWHUPLQH

ZKHWKHU RU QRW DQ\ RQGV ZRXOG EH DIIHFWHG E\ DQ\ VXSSOHPHQWDO LQGHQWXUH RU DPHQGPHQW WR WKH RQG

5HVROXWLRQ WKH 6WDQGE\ RQWULEXWLRQ JUHHPHQW RU WKH HSRVLWRU\ JUHHPHQW DQG DQ\ VXFK

GHWHUPLQDWLRQ ZLOO EH FRQFOXVLYH XSRQ HDFK ROGHU RI WKH RQGV ZKHWKHU WKHUHWRIRUH RU WKHUHDIWHU

DXWKHQWLFDWHG DQG GHOLYHUHG XQGHU WKH 7UXVW QGHQWXUH 7KH 7UXVWHH ZLOO QRW EH OLDEOH IRU DQ\ VXFK

GHWHUPLQDWLRQ PDGH LQ JRRG IDLWK



RQFHUQLQJ WKH 7UXVWHH

7KH 7UXVWHH KDV XQGHUWDNHQ WR SHUIRUP VXFK GXWLHV DQG RQO\ VXFK GXWLHV DV DUH VSHFLILFDOO\ VHW

IRUWK LQ WKH QGHQWXUH DQG QR LPSOLHG FRYHQDQWV RU REOLJDWLRQV VKRXOG EH UHDG LQWR WKH QGHQWXUH DJDLQVW

WKH 7UXVWHH Q WKH DEVHQFH RI EDG IDLWK RQ LWV SDUW WKH 7UXVWHH PD\ FRQFOXVLYHO\ UHO\ DV WR WKH WUXWK RI

WKH VWDWHPHQWV DQG WKH FRUUHFWQHVV RI WKH RSLQLRQV H[ SUHVVHG WKHUHLQ XSRQ FHUWLILFDWHV RU RSLQLRQV

IXUQLVKHG WR WKH 7UXVWHH DQG FRQIRUPLQJ WR WKH UHTXLUHPHQWV RI WKH QGHQWXUH RZHYHU LQ WKH FDVH RI

DQ\ VXFK FHUWLILFDWHV RU RSLQLRQV ZKLFK E\ DQ\ SURYLVLRQ RI WKH QGHQWXUH DUH VSHFLILFDOO\ UHTXLUHG WR EH

IXUQLVKHG WR WKH 7UXVWHH WKH 7UXVWHH ZLOO EH XQGHU D GXW\ WR H[ DPLQH WKH VDPH WR GHWHUPLQH ZKHWKHU RU QRW

WKH\ FRQIRUP RQ WKHLU IDFH WR WKH UHTXLUHPHQWV RI WKH QGHQWXUH

1R SURYLVLRQ RI WKH QGHQWXUH ZLOO EH FRQVWUXHG WR UHOLHYH WKH 7UXVWHH IURP OLDELOLW\ IRU LWV RZQ

QHJOLJHQW DFWLRQ LWV RZQ QHJOLJHQW IDLOXUH WR DFW RU LWV RZQ ZLOOIXO PLVFRQGXFW H[ FHSW WKDW

WKLV SDUDJUDSK ZLOO QRW EH FRQVWUXHG WR OLPLW WKH HIIHFW RI WKH SUHFHGLQJ SDUDJUDSK

WKH 7UXVWHH ZLOO QRW EH OLDEOH IRU DQ\ HUURU RI MXGJPHQW PDGH LQ JRRG IDLWK E\ D

UHVSRQVLEOH RIILFHU RI WKH 7UXVWHH XQOHVV LW VKDOO EH SURYHG WKDW WKH 7UXVWHH ZDV QHJOLJHQW

WKH 7UXVWHH ZLOO QRW EH OLDEOH ZLWK UHVSHFW WR DQ\ DFWLRQ WDNHQ RU RPLWWHG WR EH WDNHQ E\ LW

LQ JRRG IDLWK LQ DFFRUGDQFH ZLWK WKH GLUHFWLRQ RI WKH ROGHUV RI D PDMRULW\ LQ SULQFLSDO

DPRXQW RI WKH 2XWVWDQGLQJ RQGV RU WR WKH WLPH PHWKRG DQG SODFH RI FRQGXFWLQJ DQ\

SURFHHGLQJ IRU DQ\ UHPHG\ DYDLODEOH WR WKH 7UXVWHH RU H[ HUFLVLQJ DQ\ WUXVW RU SRZHU

FRQIHUUHG XSRQ WKH 7UXVWHH XQGHU WKH QGHQWXUH DQG

QR SURYLVLRQ RI WKH QGHQWXUH ZLOO UHTXLUH WKH 7UXVWHH WR H[ SHQG RU ULVN LWV RZQ IXQGV RU

RWKHUZLVH LQFXU DQ\ ILQDQFLDO OLDELOLW\ LQ WKH SHUIRUPDQFH RI DQ\ RI LWV GXWLHV XQGHU WKH

QGHQWXUH RU LQ WKH H[ HUFLVH RI DQ\ RI LWV ULJKWV RU SRZHUV XQOHVV LW LV SURYLGHG LQGHPQLW\

LQ FRQQHFWLRQ WKHUHZLWK DV SURYLGHG LQ WKH QGHQWXUH

FHSW DV RWKHUZLVH SURYLGHG LQ WKH QGHQWXUH

WKH 7UXVWHH PD\ UHO\ DQG ZLOO EH SURWHFWHG LQ DFWLQJ RU UHIUDLQLQJ IURP DFWLQJ XSRQ

D DQ\ UHVROXWLRQ FHUWLILFDWH VWDWHPHQW LQVWUXPHQW RSLQLRQ UHSRUW QRWLFH UHTXHVW

GLUHFWLRQ FRQVHQW RUGHU ERQG WHOH[ RU RWKHU SDSHU GRFXPHQW RU

FRPPXQLFDWLRQ UHDVRQDEO\ EHOLHYHG E\ LW WR EH JHQXLQH DQG WR KDYH EHHQ VLJQHG

RU SUHVHQWHG E\ WKH SURSHU SHUVRQV DQG

E IDLOXUH RI WKH 7UXVWHH WR UHFHLYH DQ\ VXFK SDSHU GRFXPHQW RU FRPPXQLFDWLRQ LI

SULRU UHFHLSW WKHUHRI LV UHTXLUHG E\ WKH QGHQWXUH EHIRUH WKH 7UXVWHH LV WR WDNH RU

UHIUDLQ IURP WDNLQJ DQ\ DFWLRQ

DQ\ UHTXHVW RU GLUHFWLRQ RI WKH LVWULFW PHQWLRQHG LQ WKH QGHQWXUH ZLOO EH VXIILFLHQWO\

HYLGHQFHG E\ D UHTXHVW RI WKH LVWULFW DQG DQ\ RUGHU RU UHVROXWLRQ RI WKH LVWULFW PD\ EH

VXIILFLHQWO\ HYLGHQFHG E\ D UHVROXWLRQ RI WKH ERDUG RI WKH LVWULFW

ZKHQHYHU LQ WKH DGPLQLVWUDWLRQ RI WKH QGHQWXUH WKH 7UXVWHH ZLOO GHHP LW GHVLUDEOH WKDW D

PDWWHU EH SURYHG RU HVWDEOLVKHG SULRU WR WDNLQJ VXIIHULQJ RU RPLWWLQJ DQ\ DFWLRQ

GHVFULEHG KHUHXQGHU WKH 7UXVWHH XQOHVV RWKHU HYLGHQFH EH KHUHLQ VSHFLILFDOO\ SUHVFULEHG



PD\ LQ WKH DEVHQFH RI EDG IDLWK RQ LWV SDUW UHO\ XSRQ D FHUWLILFDWH RI DQ RIILFHU RI WKH

LVWULFW

WKH 7UXVWHH PD\ FRQVXOW ZLWK OHJDO FRXQVHO DQG WKH ZULWWHQ DGYLFH RI VXFK FRXQVHO ZLOO EH

IXOO DQG FRPSOHWH DXWKRUL] DWLRQ DQG SURWHFWLRQ LQ UHVSHFW RI DQ\ DFWLRQ WDNHQ VXIIHUHG RU

RPLWWHG E\ WKH 7UXVWHH XQGHU WKH QGHQWXUH LQ JRRG IDLWK DQG LQ UHOLDQFH WKHUHRQ

WKH 7UXVWHH ZLOO EH XQGHU QR REOLJDWLRQ WR H[ HUFLVH DQ\ RI WKH ULJKWV RU SRZHUV YHVWHG LQ LW

E\ WKH QGHQWXUH DW WKH UHTXHVW RU GLUHFWLRQ RI DQ\ RI WKH ROGHUV RI WKH RQGV SXUVXDQW WR

WKH QGHQWXUH XQOHVV VXFK ROGHUV RI WKH RQGV VKDOO KDYH RIIHUHG WR WKH 7UXVWHH

UHDVRQDEOH VHFXULW\ RU LQGHPQLW\ DJDLQVW WKH FRVWV H[ SHQVHV DQG OLDELOLWLHV ZKLFK PLJKW

EH LQFXUUHG E\ LW LQ FRPSOLDQFH ZLWK VXFK UHTXHVW RU GLUHFWLRQ

WKH 7UXVWHH ZLOO QRW EH ERXQG WR PDNH DQ\ LQYHVWLJDWLRQ LQWR WKH IDFWV RU PDWWHUV VWDWHG LQ

DQ\ UHVROXWLRQ FHUWLILFDWH VWDWHPHQW LQVWUXPHQW RSLQLRQ UHSRUW QRWLFH UHTXHVW

GLUHFWLRQ FRQVHQW RUGHU ERQG RU RWKHU SDSHU RU GRFXPHQW EXW WKH 7UXVWHH LQ LWV

GLVFUHWLRQ PD\ PDNH VXFK IXUWKHU LQTXLU\ RU LQYHVWLJDWLRQ LQWR VXFK IDFWV RU PDWWHUV DV LW

PD\ VHH ILW DQG LI WKH 7UXVWHH GHWHUPLQHV WR PDNH VXFK IXUWKHU LQTXLU\ RU LQYHVWLJDWLRQ LW

ZLOO EH HQWLWOHG WR H[ DPLQH WKH ERRNV UHFRUGV DQG SUHPLVHV RI WKH LVWULFW SHUVRQDOO\ RU

E\ DJHQW RU DWWRUQH\ DQG

WKH 7UXVWHH PD\ H[ HFXWH DQ\ RI WKH WUXVWV RU SRZHUV KHUHXQGHU RU SHUIRUP DQ\ GXWLHV

XQGHU WKH QGHQWXUH HLWKHU GLUHFWO\ RU E\ RU WKURXJK DJHQWV RU DWWRUQH\ V DQG WKH 7UXVWHH

ZLOO QRW EH UHVSRQVLEOH IRU DQ\ PLVFRQGXFW RU QHJOLJHQFH RQ WKH SDUW RI DQ\ DJHQW RU

DWWRUQH\ DSSRLQWHG ZLWK GXH FDUH E\ LW

7KHUH ZLOO DW DOO WLPHV EH D WUXVWHH XQGHU WKH QGHQWXUH ZKLFK ZLOO EH D EDQN RU WUXVW FRPSDQ\

RUJDQL] HG DQG GRLQJ EXVLQHVV XQGHU WKH ODZV RI WKH 8QLWHG 6WDWHV RU RI DQ\ VWDWH DXWKRUL] HG XQGHU VXFK

ODZV WR H[ HUFLVH FRUSRUDWH WUXVW SRZHUV KDYLQJ D FRPELQHG FDSLWDO DQG VXUSOXV RI DW OHDVW

DQG VXEMHFW WR VXSHUYLVLRQ RU H[ DPLQDWLRQ E\ IHGHUDO RU VWDWH DXWKRULW\ I VXFK FRUSRUDWLRQ SXEOLVKHV

UHSRUWV RI FRQGLWLRQ DW OHDVW DQQXDOO\ SXUVXDQW WR ODZ RU WR WKH UHTXLUHPHQWV RI VXFK VXSHUYLVLQJ RU

H[ DPLQLQJ DXWKRULW\ WKHQ IRU WKH SXUSRVHV RI WKH QGHQWXUH WKH FRPELQHG FDSLWDO DQG VXUSOXV RI VXFK

FRUSRUDWLRQ ZLOO EH GHHPHG WR EH LWV FRPELQHG FDSLWDO DQG VXUSOXV DV VHW IRUWK LQ LWV PRVW UHFHQW UHSRUW RI

FRQGLWLRQ VR SXEOLVKHG I DW DQ\ WLPH WKH 7UXVWHH FHDVHV WR EH HOLJLEOH LQ DFFRUGDQFH ZLWK WKH SURYLVLRQV

RI WKH QGHQWXUH LW ZLOO UHVLJQ LPPHGLDWHO\ LQ WKH PDQQHU DQG ZLWK WKH HIIHFW VSHFLILHG LQ WKH QGHQWXUH

7KH 7UXVWHH PD\ UHVLJQ DW DQ\ WLPH E\ JLYLQJ ZULWWHQ QRWLFH WKHUHRI WR WKH LVWULFW I DQ

LQVWUXPHQW RI DFFHSWDQFH E\ D VXFFHVVRU 7UXVWHH ZLOO QRW KDYH EHHQ GHOLYHUHG WR WKH 7UXVWHH ZLWKLQ

GD\ V DIWHU WKH JLYLQJ RI VXFK QRWLFH RI UHVLJQDWLRQ WKH UHVLJQLQJ 7UXVWHH PD\ SHWLWLRQ DQ\ FRXUW RI

FRPSHWHQW MXULVGLFWLRQ IRU WKH DSSRLQWPHQW RI D VXFFHVVRU 7UXVWHH

7KH 7UXVWHH PD\ EH UHPRYHG DW DQ\ WLPH E\ DFW RI WKH ROGHUV RI D PDMRULW\ LQ SULQFLSDO DPRXQW

RI WKH 2XWVWDQGLQJ RQGV GHOLYHUHG WR WKH 7UXVWHH DQG WKH LVWULFW

I DW DQ\ WLPH

WKH 7UXVWHH FHDVHV WR EH HOLJLEOH XQGHU WKH QGHQWXUH DQG IDLOV WR UHVLJQ DIWHU ZULWWHQ

UHTXHVW WKHUHIRU E\ WKH LVWULFW RU DQ\ VXFK ROGHU RI D RQG RU

WKH 7UXVWHH EHFRPHV LQFDSDEOH RI DFWLQJ RU DGMXGJHG LQVROYHQW RU D UHFHLYHU RI WKH

7UXVWHH RU RI LWV SURSHUW\ LV DSSRLQWHG RU DQ\ SXEOLF RIILFHU WDNHV FKDUJH RU FRQWURO RI WKH



7UXVWHH RU RI LWV SURSHUW\ RU DIIDLUV IRU WKH SXUSRVH RI UHKDELOLWDWLRQ FRQVHUYDWLRQ RU

OLTXLGDWLRQ

WKHQ LQ HLWKHU VXFK FDVH WKH LVWULFW PD\ UHPRYH WKH 7UXVWHH RU VXEMHFW WR WKH SURYLVLRQV RI WKH QGHQWXUH

DQ\ ROGHU RI D RQG ZKR KDV EHHQ D bona fide ROGHU RI D RQG IRU DW OHDVW VL[ PRQWKV PD\ RQ EHKDOI

RI KLPVHOI DQG DOO RWKHUV VLPLODUO\ VLWXDWHG SHWLWLRQ DQ\ FRXUW RI FRPSHWHQW MXULVGLFWLRQ IRU WKH UHPRYDO RI

WKH 7UXVWHH DQG WKH DSSRLQWPHQW RI D VXFFHVVRU 7UXVWHH

I WKH 7UXVWHH UHVLJQV LV UHPRYHG RU EHFRPHV LQFDSDEOH RI DFWLQJ WKH LVWULFW ZLOO SURPSWO\

DSSRLQW D VXFFHVVRU 7UXVWHH Q FDVH DOO RU VXEVWDQWLDOO\ DOO RI WKH WUXVW HVWDWH KHOG SXUVXDQW WR WKH

QGHQWXUH ZLOO EH LQ WKH SRVVHVVLRQ RI D UHFHLYHU RU WUXVWHH ODZIXOO\ DSSRLQWHG VXFK UHFHLYHU RU WUXVWHH E\

ZULWWHQ LQVWUXPHQW PD\ VLPLODUO\ DSSRLQW D VXFFHVVRU WR ILOO VXFK YDFDQF\ XQWLO D QHZ 7UXVWHH LV DSSRLQWHG

E\ WKH ROGHUV RI WKH RQGV I ZLWKLQ RQH HDU DIWHU VXFK UHVLJQDWLRQ UHPRYDO RU LQFDSDELOLW\ RU WKH

RFFXUUHQFH RI VXFK YDFDQF\ D VXFFHVVRU 7UXVWHH LV DSSRLQWHG E\ DFW RI WKH ROGHUV RI D PDMRULW\ LQ

SULQFLSDO DPRXQW RI WKH 2XWVWDQGLQJ RQGV DQG GHOLYHUHG WR WKH LVWULFW DQG WKH UHWLULQJ 7UXVWHH WKHQ WKH

VXFFHVVRU 7UXVWHH VR DSSRLQWHG ZLOO IRUWKZLWK XSRQ LWV DFFHSWDQFH RI VXFK DSSRLQWPHQW EHFRPH WKH

VXFFHVVRU 7UXVWHH DQG VXSHUVHGH WKH VXFFHVVRU 7UXVWHH DSSRLQWHG E\ WKH LVWULFW RU E\ VXFK UHFHLYHU RU

WUXVWHH I QR VXFFHVVRU 7UXVWHH LV VR DSSRLQWHG E\ WKH LVWULFW RU WKH ROGHUV RI WKH RQGV DQG KDV

DFFHSWHG DSSRLQWPHQW LQ WKH PDQQHU KHUHLQDIWHU SURYLGHG DQ\ ROGHU RI D RQG ZKR KDV EHHQ D bona fide

ROGHU RI D RQG IRU DW OHDVW VL[ PRQWKV PD\ RQ EHKDOI RI KLPVHOI DQG DOO RWKHUV VLPLODUO\ VLWXDWHG

SHWLWLRQ DQ\ FRXUW RI FRPSHWHQW MXULVGLFWLRQ IRU WKH DSSRLQWPHQW RI D VXFFHVVRU 7UXVWHH

HIHDVDQFH

7KH QGHQWXUH DQG WKH OLHQ ULJKWV DQG LQWHUHVWV FUHDWHG WKHUHE\ ZLOO WHUPLQDWH DW WKH UHTXHVW RI

WKH LVWULFW ZKHQ WKH IROORZLQJ FRQGLWLRQV H[ LVW

DOO RQGV SUHYLRXVO\ DXWKHQWLFDWHG DQG GHOLYHUHG XQGHU WKH QGHQWXUH KDYH EHHQ FDQFHOHG

E\ WKH 7UXVWHH RU GHOLYHUHG WR WKH 7UXVWHH IRU FDQFHOODWLRQ H[ FOXGLQJ KRZHYHU

D RQGV IRU WKH SD\ PHQW RI ZKLFK PRQH\ KDV EHHQ GHSRVLWHG ZLWK WKH 7UXVWHH RU D

SD\ LQJ DJHQW DV SURYLGHG E\ WKH SURYLVLRQV RI WKH QGHQWXUH UHODWLQJ WR

UHGHPSWLRQ RI WKH RQGV

E RQGV DOOHJHG WR KDYH EHHQ GHVWUR\ HG ORVW RU VWROHQ ZKLFK KDYH EHHQ UHSODFHG

RU SDLG DV SURYLGHG LQ WKH QGHQWXUH H[ FHSW IRU DQ\ VXFK RQG ZKLFK SULRU WR WKH

VDWLVIDFWLRQ DQG GLVFKDUJH RI WKH QGHQWXUH KDV EHHQ SUHVHQWHG WR WKH 7UXVWHH ZLWK

D FODLP RI RZQHUVKLS DQG HQIRUFHDELOLW\ E\ WKH ROGHU WKHUHRI DQG ZKHUH

HQIRUFHDELOLW\ KDV QRW EHHQ GHWHUPLQHG DGYHUVHO\ DJDLQVW VXFK ROGHU E\ D FRXUW

RI FRPSHWHQW MXULVGLFWLRQ

F RQGV RWKHU WKDQ WKRVH UHIHUUHG WR LQ WKH IRUHJRLQJ FODXVHV IRU WKH SD\ PHQW RU

UHGHPSWLRQ RI ZKLFK WKHUH KDV EHHQ GHSRVLWHG ZLWK WKH 7UXVWHH LQ DFFRUGDQFH

ZLWK WKH SURYLVLRQV RI WKH QGHQWXUH LQ WUXVW IRU VXFK SXUSRVH DQ DPRXQW

VXIILFLHQW WR SD\ DQG GLVFKDUJH WKH HQWLUH LQGHEWHGQHVV RQ VXFK RQGV IRU

SULQFLSDO DQG LQWHUHVW WR WKH 6WDWHG 0DWXULW\ RU 5HGHPSWLRQ DWH RI VXFK RQGV

DV WKH FDVH PD\ EH DQG

G RQGV GHHPHG QR ORQJHU RXWVWDQGLQJ DV D UHVXOW RI WKH GHSRVLW RU HVFURZ RU

PRQH\ RU RYHUQPHQWDO 2EOLJDWLRQV DV GHVFULEHG EHORZ DQG



WKH LVWULFW KDV SDLG RU FDXVHG WR EH SDLG DOO RWKHU VXPV SD\ DEOH E\ WKH LVWULFW XQGHU WKH

QGHQWXUH

Q\ RQG ZLOO EH GHHPHG WR EH QR ORQJHU 2XWVWDQGLQJ ZKHQ SD\ PHQW RI WKH SULQFLSDO RI VXFK

RQG SOXV LQWHUHVW WKHUHRQ WR LWV 0DWXULW\ ZKHWKHU VXFK 0DWXULW\ LV E\ UHDVRQ RI WKH 6WDWHG 0DWXULW\ RU

E\ FDOO IRU UHGHPSWLRQ LI QRWLFH RI VXFK FDOO KDV EHHQ JLYHQ RU ZDLYHG RU LUUHYRFDEOH DUUDQJHPHQWV IRU

VXFK QRWLFH VDWLVIDFWRU\ WR WKH 7UXVWHH KDYH EHHQ PDGH KDV EHHQ SURYLGHG E\ GHSRVLWLQJ L PRQH\

VXIILFLHQW WR PDNH VXFK SD\ PHQW RU LL VXEMHFW WR WKH 5HIXQGLQJ FW PRQH\ DQG RYHUQPHQWDO

2EOLJDWLRQV FHUWLILHG E\ DQ LQGHSHQGHQW DFFRXQWDQW RI QDWLRQDO UHSXWDWLRQ WR PDWXUH DV WR SULQFLSDO DQG

LQWHUHVW LQ VXFK DPRXQWV DQG DW VXFK WLPHV DV ZLOO ZLWKRXW IXUWKHU LQYHVWPHQW RU UHLQYHVWPHQW RI HLWKHU WKH

SULQFLSDO DPRXQW WKHUHRI RU WKH LQWHUHVW HDUQLQJV WKHUHIURP EH VXIILFLHQW WR PDNH VXFK SD\ PHQW SURYLGHG

WKDW DOO QHFHVVDU\ DQG SURSHU IHHV FRPSHQVDWLRQ DQG H[ SHQVHV RI WKH 7UXVWHH DQG SD\ LQJ DJHQWV SHUWDLQLQJ

WR WKH RQGV ZLWK UHVSHFW WR ZKLFK VXFK GHSRVLW LV PDGH KDYH EHHQ SDLG RU WKH SD\ PHQW WKHUHRI KDV EHHQ

SURYLGHG IRU WR WKH VDWLVIDFWLRQ RI WKH 7UXVWHH Q\ GHSRVLW GHVFULEHG DERYH PXVW EH PDGH HLWKHU ZLWK WKH

7UXVWHH RU LI QRWLFH RI VXFK GHSRVLW LV JLYHQ WR WKH 7UXVWHH RU ZLWK D VWDWH RU QDWLRQDOO\ FKDUWHUHG EDQN

ZLWK D PLQLPXP FRPELQHG FDSLWDO VXUSOXV RU DV HVFURZ DJHQW ZLWK LUUHYRFDEOH LQVWUXFWLRQV

WR WUDQVIHU WKH DPRXQWV VR GHSRVLWHG DQG LQYHVWPHQW LQFRPH WKHUHIURP WR WKH 7UXVWHH RU WR WKH SD\ LQJ

DJHQWV LQ WKH DPRXQWV DQG DW WKH WLPHV UHTXLUHG WR SD\ SULQFLSDO RI DQG LQWHUHVW RQ WKH RQGV ZLWK UHVSHFW

WR ZKLFK VXFK GHSRVLW LV PDGH DW WKH PDWXULW\ WKHUHRI DQG RI VXFK LQWHUHVW RU WKH 6WDWHG 0DWXULW\ DV WKH

FDVH PD\ EH Q WKH HYHQW VXFK GHSRVLW LV PDGH ZLWK UHVSHFW WR VRPH EXW QRW DOO RI WKH RQGV WKHQ

RXWVWDQGLQJ WKH 7UXVWHH LV UHTXLUHG WR VHOHFW WKH 2XWVWDQGLQJ RQGV ZLWK UHVSHFW WR ZKLFK VXFK GHSRVLW LV

PDGH LQ WKH VDPH PDQQHU DV SURYLGHG LQ WKH 7UXVW QGHQWXUH IRU WKH VHOHFWLRQ RI RQGV WR EH UHGHHPHG

1R VXFK GHSRVLW ZLOO KDYH WKH HIIHFW VSHFLILHG DERYH KRZHYHU L LI PDGH GXULQJ WKH H[ LVWHQFH RI

D GHIDXOW XQGHU WKH 7UXVW QGHQWXUH XQOHVV PDGH ZLWK UHVSHFW WR DOO RI WKH RQGV WKHQ 2XWVWDQGLQJ DQG

LL XQOHVV WKHUH LV GHOLYHUHG WR WKH 7UXVWHH DQ RSLQLRQ RI FRXQVHO WR WKH HIIHFW WKDW VXFK GHSRVLW ZLOO QRW

DGYHUVHO\ DIIHFW DQ\ H[ HPSWLRQ IURP IHGHUDO LQFRPH WD[ DWLRQ RI LQWHUHVW RQ DQ\ RQG Q\ PRQH\ DQG

RYHUQPHQWDO 2EOLJDWLRQV GHSRVLWHG ZLWK WKH 7UXVWHH IRU VXFK SXUSRVH LV UHTXLUHG WR EH KHOG E\ WKH

7UXVWHH LQ D VHJUHJDWHG DFFRXQW LQ WUXVW IRU WKH ROGHUV RI WKH RQGV ZLWK UHVSHFW WR ZKLFK VXFK GHSRVLW LV

PDGH DQG WRJHWKHU ZLWK DQ\ LQYHVWPHQW LQFRPH WKHUHIURP LV UHTXLUHG WR EH GLVEXUVHG VROHO\ WR SD\ WKH

SULQFLSDO RI DQG LQWHUHVW RQ VXFK RQGV ZKHQ GXH 1R PRQH\ RU RYHUQPHQWDO 2EOLJDWLRQV VR GHSRVLWHG

SXUVXDQW WR WKLV 6HFWLRQ ZLOO EH LQYHVWHG RU UHLQYHVWHG XQOHVV LQ RYHUQPHQWDO 2EOLJDWLRQV DQG XQOHVV

VXFK PRQH\ QRW LQYHVWHG VXFK RYHUQPHQWDO 2EOLJDWLRQV QRW UHLQYHVWHG DQG VXFK QHZ LQYHVWPHQWV DUH

WRJHWKHU FHUWLILHG E\ DQ LQGHSHQGHQW DFFRXQWDQW RI QDWLRQDO UHSXWDWLRQ WR EH RI VXFK DPRXQWV PDWXULWLHV

DQG LQWHUHVW SD\ PHQW GDWHV DQG WR EHDU VXFK LQWHUHVW DV ZLOO ZLWKRXW IXUWKHU LQYHVWPHQW RU UHLQYHVWPHQW RI

HLWKHU WKH SULQFLSDO DPRXQW WKHUHRI RU WKH LQWHUHVW HDUQLQJV WKHUHIURP EH VXIILFLHQW WR PDNH VXFK SD\ PHQW

W VXFK WLPHV DV D RQG VKDOO EH GHHPHG WR EH VR SDLG LW ZLOO QR ORQJHU EH VHFXUHG E\ RU HQWLWOHG WR WKH

EHQHILWV RI WKH QGHQWXUH H[ FHSW IRU SXUSRVHV RI DQ\ VXFK SD\ PHQW IURP VXFK PRQH\ RU RYHUQPHQWDO

2EOLJDWLRQV

QVXUHU¶V RQWURO 5LJKWV

6R ORQJ DV WKH 3ROLF\ LV LQ HIIHFW RU DPRXQWV DUH RZHG RU RZLQJ WR WKH QVXUHU DQG WKH QVXUHU LV

QRW LQ GHIDXOW RU FRQWHVWLQJ LWV REOLJDWLRQV WKHUHXQGHU WKH IROORZLQJ VKDOO DSSO\ SURYLGHG WKDW WR WKH H[ WHQW

WKH QVXUHU KDV PDGH DQ\ SD\ PHQW RI SULQFLSDO RI RU LQWHUHVW RQ WKH RQGV LW VKDOO UHWDLQ LWV ULJKWV RI

VXEURJDWLRQ XQGHU WKH QGHQWXUH DQG XQGHU WKH 3ROLF\

Q\ VXSSOHPHQW RU DPHQGPHQW SURYLGHG E\ WKH QGHQWXUH ZKLFK UHTXLUHV WKH FRQVHQW RI WKH

ROGHUV RI WKH RQGV VKDOO EH VXEMHFW WR WKH SULRU ZULWWHQ FRQVHQW RI WKH QVXUHU

7KH QVXUHU VKDOO EH GHHPHG WR EH D WKLUG SDUW\ EHQHILFLDU\ WR WKH QGHQWXUH



7KH QVXUHU VKDOO EH GHHPHG WR EH WKH ROGHU RI DOO RI WKH RQGV IRU SXUSRVHV RI H[ HUFLVLQJ

DQ\ YRWLQJ ULJKW RU SULYLOHJH RU JLYLQJ DQ\ FRQVHQW RU GLUHFWLRQ RU WDNLQJ DQ\ RWKHU DFWLRQ WKDW

WKH ROGHUV LQVXUHG E\ LW DUH HQWLWOHG WR WDNH SXUVXDQW WR WKH QGHQWXUH SHUWDLQLQJ WR

L GHIDXOWV DQG UHPHGLHV DQG LL WKH GXWLHV DQG REOLJDWLRQV RI WKH 7UXVWHH Q GHWHUPLQLQJ

ZKHWKHU DQ\ DPHQGPHQW FRQVHQW ZDLYHU RU RWKHU DFWLRQ WR EH WDNHQ RU DQ\ IDLOXUH WR WDNH

DFWLRQ XQGHU WKH QGHQWXUH ZRXOG DGYHUVHO\ DIIHFW WKH VHFXULW\ IRU WKH RQGV RU WKH ULJKWV RI

WKH ROGHUV WKH 7UXVWHH VKDOO FRQVLGHU WKH HIIHFW RI DQ\ VXFK DPHQGPHQW FRQVHQW ZDLYHU

DFWLRQ RU LQDFWLRQ DV LI WKHUH ZDV QR 3ROLF\
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RDUG RI LUHFWRUV

4XDLO UHHN RPPXQLW\ DFLOLWLHV LVWULFW

F R 7RZQ RI 6DKXDULWD UL] RQD

6DKXDULWD HQWHU D\

6DKXDULWD UL] RQD

5H 4XDLO UHHN RPPXQLW\ DFLOLWLHV LVWULFW 6DKXDULWD UL] RQD HQHUDO

2EOLJDWLRQ 5HIXQGLQJ RQGV 6HULHV

H KDYH DFWHG DV RQG RXQVHO LQ FRQQHFWLRQ ZLWK WKH LVVXDQFH E\ 4XDLO UHHN RPPXQLW\

DFLOLWLHV LVWULFW KHUHLQDIWHU UHIHUUHG WR DV WKH VVXHU´ RI WKH FDSWLRQHG ERQGV GDWHG WKH GDWH KHUHRI

KHUHLQDIWHU UHIHUUHG WR DV WKH RQGV´ H KDYH H[ DPLQHG DQG LQ UHQGHULQJ WKH RSLQLRQV KHUHLQ KDYH

UHOLHG XSRQ RULJLQDO RU FHUWLILHG FRSLHV RI WKH SURFHHGLQJV KDG LQ FRQQHFWLRQ ZLWK LVVXDQFH RI WKH RQGV

FHUWLILFDWLRQV H[ HFXWHG E\ RIILFHUV RI WKH VVXHU UHODWLQJ WR DPRQJ RWKHU WKLQJV WKH H[ SHFWHG XVH RI

SURFHHGV RI WKH VDOH RI WKH RQGV DQG FHUWDLQ RWKHU IXQGV RI WKH VVXHU DQG WR FHUWDLQ RWKHU IDFWV ZLWKLQ WKH

NQRZOHGJH DQG FRQWURO RI WKH VVXHU DQG VXFK RWKHU PDWHULDO DQG PDWWHUV RI ODZ DV ZH GHHP UHOHYDQW WR WKH

PDWWHUV GLVFXVVHG KHUHLQEHORZ Q VXFK H[ DPLQDWLRQ ZH KDYH DVVXPHG WKH DXWKHQWLFLW\ RI DOO GRFXPHQWV

VXEPLWWHG WR XV DV RULJLQDOV WKH FRQIRUPLW\ WR RULJLQDO FRSLHV RI DOO GRFXPHQWV VXEPLWWHG WR XV DV FHUWLILHG

RU SKRWRVWDWLF FRSLHV DQG WKH DFFXUDF\ RI WKH VWDWHPHQWV FRQWDLQHG LQ VXFK FHUWLILFDWLRQV DQG

UHSUHVHQWDWLRQV V WR DQ\ IDFWV PDWHULDO WR RXU RSLQLRQ ZH KDYH ZKHQ UHOHYDQW IDFWV ZHUH QRW

LQGHSHQGHQWO\ HVWDEOLVKHG UHOLHG XSRQ WKH DIRUHVDLG SURFHHGLQJV FHUWLILFDWLRQV UHSUHVHQWDWLRQV PDWHULDO

DQG PDWWHUV

H DUH RI WKH RSLQLRQ EDVHG XSRQ VXFK H[ DPLQDWLRQ DQG VXEMHFW WR WKH UHOLDQFHV DVVXPSWLRQV DQG

H[ FHSWLRQV KHUHLQDERYH DQG KHUHLQDIWHU VHW IRUWK WKDW XQGHU DSSOLFDEOH ODZ RI WKH 6WDWH RI UL] RQD DQG

IHGHUDO ODZ RI WKH 8QLWHG 6WDWHV RI PHULFD LQ IRUFH DQG HIIHFW RQ WKH GDWH KHUHRI

7KH RQGV DUH YDOLG DQG OHJDOO\ ELQGLQJ REOLJDWLRQV RI WKH VVXHU SD\ DEOH IURP

WKH VRXUFHV DQG HQIRUFHDEOH LQ DFFRUGDQFH ZLWK WKH WHUPV DQG FRQGLWLRQV GHVFULEHG WKHUHLQ DQG

DUH VHFXUHG E\ D 6HULHV QGHQWXUH RI 7UXVW DQG 6HFXULW\ JUHHPHQW GDWHG DV RI

BBBBBBBBBBB KHUHLQDIWHU UHIHUUHG WR DV WKH QGHQWXUH´ IURP WKH VVXHU WR 8 6 DQN

1DWLRQDO VVRFLDWLRQ DV WUXVWHH KHUHLQDIWHU UHIHUUHG WR DV WKH 7UXVWHH´ H[ FHSW WR WKH H[ WHQW WKDW

WKH HQIRUFHDELOLW\ WKHUHRI DQG VXFK SURYLVLRQ RI WKH VHFXULW\ WKHUHIRU PD\ EH DIIHFWHG E\

EDQNUXSWF\ LQVROYHQF\ UHRUJDQL] DWLRQ PRUDWRULXP RU RWKHU VLPLODU ODZV DIIHFWLQJ FUHGLWRUV

ULJKWV RU WKH H[ HUFLVH RI MXGLFLDO GLVFUHWLRQ LQ DFFRUGDQFH ZLWK JHQHUDO SULQFLSOHV RI HTXLW\

7KH VVXHU LV WR DQQXDOO\ OHY\ DQG FDXVH DQ ad valorem WD[ WR EH FROOHFWHG DW WKH

VDPH WLPH DQG LQ WKH VDPH PDQQHU DV RWKHU WD[ HV DUH OHYLHG DQG FROOHFWHG RQ DOO WD[ DEOH SURSHUW\

ZLWKLQ WKH ERXQGDULHV RI WKH VVXHU VXIILFLHQW EXW VXEMHFW WR OLPLWDWLRQV KHUHLQDIWHU GHVFULEHG

WRJHWKHU ZLWK DQ\ PRQH\ V IURP WKH VRXUFHV GHVFULEHG LQ 6HFWLRQ UL] RQD 5HYLVHG

6WDWXWHV LQFOXGLQJ DPRXQWV IURP D 6HULHV 6WDQGE\ RQWULEXWLRQ JUHHPHQW GDWHG DV RI

BBBBBBBBBB E\ DQG DPRQJ WKH VVXHU WKH 7UXVWHH DQG 5REVRQ 5DQFK 4XDLO UHHN



KHUHLQDIWHU UHIHUUHG WR DV 5REVRQ´ DQG D 6HULHV HSRVLWRU\ JUHHPHQW GDWHG DV RI

BBBBBBBBBBB E\ DQG EHWZHHQ WKH VVXHU DQG 8 6 DQN 1DWLRQDO VVRFLDWLRQ DV

GHSRVLWRU\ LI DQ\ WR SD\ GHEW VHUYLFH RQ WKH RQGV ZKHQ GXH OO RI WKH WD[ DEOH SURSHUW\ ZLWKLQ

WKH VVXHU LV VXEMHFW WR WKH OHY\ RI D WD[ ZLWKRXW OLPLWDWLRQ DV WR UDWH WR SD\ WKH SULQFLSDO RI DQG

LQWHUHVW RQ WKH RQGV EXW OLPLWHG WR D WRWDO DPRXQW QRW JUHDWHU WKDQ WKH WRWDO DJJUHJDWH SULQFLSDO

DQG LQWHUHVW WR EHFRPH GXH RQ WKH ERQGV EHLQJ UHIXQGHG ZLWK SURFHHGV RI WKH VDOH RI WKH RQGV

WKH RQGV HLQJ 5HIXQGHG´ IURP WKH GDWH RI LVVXDQFH RI WKH RQGV WR WKH ILQDO GDWH RI PDWXULW\

RI WKH RQGV HLQJ 5HIXQGHG 7KH QHW SURFHHGV RI WKH RQGV KDYH EHHQ WUDQVIHUUHG WR WKH WUXVWHH

IRU WKH RQGV HLQJ 5HIXQGHG WR EH KHOG LQ WUXVW VR DV WR SURYLGH IXQGV WR SD\ ZKHQ GXH RU

FDOOHG IRU UHGHPSWLRQ WKH RQGV HLQJ 5HIXQGHG WRJHWKHU ZLWK LQWHUHVW WKHUHRQ DQG VXFK

SURFHHGV KDYH EHHQ GHSRVLWHG LQ WKH UHVSHFWLYH SULQFLSDO DQG LQWHUHVW UHGHPSWLRQ IXQGV DQG VKDOO

EH KHOG LQ WUXVW IRU WKH SD\ PHQW RI WKH RQGV HLQJ 5HIXQGHG ZLWK LQWHUHVW RQ PDWXULW\ RU XSRQ

DQ DYDLODEOH UHGHPSWLRQ GDWH 7KH RZQHUV RI WKH RQGV PXVW UHO\ RQ WKH VXIILFLHQF\ RI VXFK

IXQGV KHOG LQ WUXVW IRU SD\ PHQW RI WKH RQGV HLQJ 5HIXQGHG 7KH LVVXDQFH RI WKH RQGV VKDOO LQ

QR ZD\ LQIULQJH XSRQ WKH ULJKWV RI WKH KROGHUV RI WKH RQGV HLQJ 5HIXQGHG WR UHO\ XSRQ D WD[

OHY\ IRU WKH SD\ PHQW RI SULQFLSDO DQG LQWHUHVW RQ WKH RQGV HLQJ 5HIXQGHG LI VXFK IXQGV DQG

VHFXULWLHV SURYH LQVXIILFLHQW

6XEMHFW WR WKH UHOLDQFH DQG DVVXPSWLRQ VWDWHG LQ WKH ODVW VHQWHQFH RI WKLV

SDUDJUDSK LQWHUHVW RQ WKH RQGV LV H[ FOXGLEOH IURP WKH JURVV LQFRPH RI WKH RZQHUV WKHUHRI IRU

IHGHUDO LQFRPH WD[ SXUSRVHV XUWKHUPRUH LQWHUHVW RQ WKH RQGV LV QRW DQ LWHP RI WD[ SUHIHUHQFH

IRU SXUSRVHV RI WKH IHGHUDO DOWHUQDWLYH PLQLPXP WD[ LPSRVHG RQ LQGLYLGXDOV DQG FRUSRUDWLRQV

KRZHYHU LQWHUHVW RQ WKH RQGV LV WDNHQ LQWR DFFRXQW LQ GHWHUPLQLQJ DGMXVWHG FXUUHQW HDUQLQJV IRU

SXUSRVHV RI FRPSXWLQJ WKH DOWHUQDWLYH PLQLPXP WD[ LPSRVHG RQ FHUWDLQ FRUSRUDWLRQV H

H[ SUHVV QR RSLQLRQ UHJDUGLQJ RWKHU IHGHUDO WD[ FRQVHTXHQFHV UHVXOWLQJ IURP WKH RZQHUVKLS UHFHLSW

RU DFFUXDO RI LQWHUHVW RQ RU GLVSRVLWLRQ RI WKH RQGV 7KH QWHUQDO 5HYHQXH RGH RI DV

DPHQGHG WKH RGH´ LQFOXGHV UHTXLUHPHQWV ZKLFK WKH VVXHU DQG 5REVRQ PXVW FRQWLQXH WR PHHW

DIWHU WKH LVVXDQFH RI WKH RQGV LQ RUGHU WKDW LQWHUHVW RQ WKH RQGV QRW EH LQFOXGHG LQ JURVV LQFRPH

IRU IHGHUDO LQFRPH WD[ SXUSRVHV 7KH IDLOXUH RI WKH VVXHU RU 5REVRQ WR PHHW WKHVH UHTXLUHPHQWV

PD\ FDXVH LQWHUHVW RQ WKH RQGV WR EH LQFOXGHG LQ JURVV LQFRPH IRU IHGHUDO LQFRPH WD[ SXUSRVHV

UHWURDFWLYH WR WKHLU GDWH RI LVVXDQFH 7KH VVXHU DQG 5REVRQ KDYH HLWKHU LQGLFDWHG WKHLU

FRPSOLDQFH ZLWK RU FRYHQDQWHG WR WDNH WKH DFWLRQV UHTXLUHG E\ DSSOLFDEOH SURYLVLRQV RI WKH RGH

LQ RUGHU WR PDLQWDLQ WKH H[ FOXVLRQ IURP JURVV LQFRPH IRU IHGHUDO LQFRPH WD[ SXUSRVHV RI LQWHUHVW

RQ WKH RQGV Q UHQGHULQJ WKH RSLQLRQ H[ SUHVVHG DERYH ZH KDYH UHOLHG RQ FHUWLILFDWLRQV RI WKH

VVXHU ZLWK UHVSHFW WR FHUWDLQ PDWWHUV QHFHVVDU\ IRU DQG KDYH DVVXPHG FRQWLQXLQJ FRPSOLDQFH

ZLWK FHUWDLQ FRYHQDQWV E\ WKH VVXHU DQG 5REVRQ LQFOXGHG LQ UHVSHFWLYHO\ WKH QGHQWXUH DQG D

LVWULFW HYHORSPHQW LQDQFLQJ 3DUWLFLSDWLRQ DQG QWHUJRYHUQPHQWDO JUHHPHQW 4XDLO UHHN

RPPXQLW\ DFLOLWLHV LVWULFW GDWHG DV RI 6HSWHPEHU DV DPHQGHG E\ D LUVW

PHQGPHQW WR LVWULFW HYHORSPHQW LQDQFLQJ 3DUWLFLSDWLRQ DQG QWHUJRYHUQPHQWDO JUHHPHQW

4XDLO UHHN RPPXQLW\ DFLOLWLHV LVWULFW GDWHG DV RI BBBBBBBBB E\ DQG DPRQJ DV

DSSOLFDEOH WKH VVXHU WKH 7RZQ RI 6DKXDULWD UL] RQD DQG 5REVRQ ZKLFK DUH DV WR WKHLU

HQIRUFHDELOLW\ VXEMHFW WR WKH VDPH H[ FHSWLRQV GHVFULEHG LQ SDUDJUDSK KHUHLQDERYH WKDW PXVW EH

PHW DIWHU WKH LVVXDQFH RI WKH RQGV LQ RUGHU WKDW LQWHUHVW RQ WKH RQGV QRW EH LQFOXGHG LQ JURVV

LQFRPH IRU IHGHUDO WD[ SXUSRVHV

7KH LQWHUHVW RQ WKH RQGV LV H[ HPSW IURP LQFRPH WD[ DWLRQ XQGHU WKH ODZV RI WKH

6WDWH RI UL] RQD H H[ SUHVV QR RSLQLRQ UHJDUGLQJ RWKHU 6WDWH WD[ FRQVHTXHQFHV UHVXOWLQJ IURP

WKH RZQHUVKLS UHFHLSW RU DFFUXDO RI LQWHUHVW RQ RU GLVSRVLWLRQ RI WKH RQGV

5HVSHFWIXOO\ VXEPLWWHG
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7KLV 8QGHUWDNLQJ LV H[ HFXWHG DQG GHOLYHUHG E\ 4XDLO UHHN RPPXQLW\ DFLOLWLHV LVWULFW

KHUHLQDIWHU UHIHUUHG WR DV WKH VVXHU´ LQ FRQQHFWLRQ ZLWK WKH LVVXDQFH RI WKH FDSWLRQHG PXQLFLSDO

VHFXULWLHV KHUHLQDIWHU UHIHUUHG WR DV WKH 6HFXULWLHV´ IRU WKH EHQHILW RI WKH RZQHUV RI WKH 6HFXULWLHV EHLQJ

WKH UHJLVWHUHG RZQHUV WKHUHRI RU DQ\ SHUVRQ WKDW KDV WKH SRZHU GLUHFWO\ RU LQGLUHFWO\ WR YRWH RU FRQVHQW

ZLWK UHVSHFW WR RU WR GLVSRVH RI RZQHUVKLS RI DQ\ RI WKH 6HFXULWLHV LQFOXGLQJ SHUVRQV KROGLQJ WKH

6HFXULWLHV WKURXJK QRPLQHHV GHSRVLWRULHV RU RWKHU LQWHUPHGLDULHV RU LV WUHDWHG DV WKH RZQHU RI DQ\

6HFXULWLHV IRU IHGHUDO LQFRPH WD[ SXUSRVHV

6HFWLRQ HILQLWLRQV

QQXDO 5HSRUW´ VKDOO PHDQ DQ\ DQQXDO UHSRUW SURYLGHG E\ WKH VVXHU SXUVXDQW WR DQG DV

GHVFULEHG LQ 6HFWLRQ

LVVHPLQDWLRQ JHQW´ VKDOO PHDQ DQ\ DJHQW WKDW KDV H[ HFXWHG D GLVVHPLQDWLRQ DJHQW

DJUHHPHQW ZLWK WKH VVXHU DQG VXFK VXFFHVVRUV DQG DVVLJQV RI VXFK DJHQW

00$´VKDOO PHDQ WKH OHFWURQLF 0XQLFLSDO 0DUNHW FFHVV V\ VWHP RI WKH 0XQLFLSDO

6HFXULWLHV 5XOHPDNLQJ RDUG QIRUPDWLRQ UHJDUGLQJ VXEPLVVLRQV WR 00$ LV DYDLODEOH DW

KWWS HPPD PVUE RUJ VXEPLVVLRQ

LVWHG YHQWV´ VKDOO PHDQ DQ\ RI WKH HYHQWV OLVWHG LQ 6HFWLRQ D

065% V́KDOO PHDQ WKH 0XQLFLSDO 6HFXULWLHV 5XOHPDNLQJ RDUG

1RWLFH RI LVWHG YHQW´ VKDOO PHDQ DQ\ QRWLFH SURYLGHG E\ WKH VVXHU SXUVXDQW WR DQG DV

GHVFULEHG LQ 6HFWLRQ

5HVROXWLRQ´ VKDOO PHDQ WKH UHVROXWLRQ DGRSWHG E\ WKH RDUG RI LUHFWRUV RI WKH LVWULFW

RQ BBBBBBB DXWKRUL] LQJ WKH LVVXDQFH RI WKH 6HFXULWLHV

5XOH´ VKDOO PHDQ 5XOH F E DGRSWHG E\ WKH 6HFXULWLHV DQG FKDQJH

RPPLVVLRQ XQGHU WKH 6HFXULWLHV FKDQJH FW RI DV WKH VDPH PD\ EH DPHQGHG IURP WLPH WR WLPH

6HFWLRQ RQWHQWV DQG 3URYLVLRQ RI QQXDO 5HSRUWV

D L 68%-(&7 72 118$/ 335235,$7,21 2) 81' 6 68)),&,( 17

72 3529,'( 25 7+( 2676 7+( 5(2) 7+( 668( 5 6+$// 25 6+$// 86( 7+(

66( 0,1$7,21 17 72 127 7( 5 7+$1 58$5< 2) 5

200(1&,1* 58$5< 3529,'( 72 7+( 065%7+528*+ 00$ 1 118$/



5(3257 7+$7 6 216,67( 17 7+ 7+( 5(48,5(0(176 2) 68%6(& 7,21 E 2) 7+,6

6(& 7,21

LL 7+( 668( 5 6 81$%/( 25 25 1< 27+(5 5($621

6 72 3529,'( 1 118$/ 5(3257 25 1<3$577+(5(2) 7+( 7(

5(48,5(' 1 68%6(& 7,21 D L 2) 7+,6 6(&7,21 1' 68%-(&7 72 118$/

335235,$7,21 2) 81' 6 68)),&,( 17 72 3529,'( 25 7+( 2676 7+( 5(2) 7+(

668( 5 6+$// 25 6+$// 86( 7+( 66( 0,1$7,21 17 72 6( 1' 127,&( 72

7+$7 7 127 7( 5 7+$1 68&+ 7( 72 7+( 065%7+528*+ 00$ 21*

7+ 7+( 27+(5 3$576 1< 2) 7+( 118$/ 5(3257

E L 7KH QQXDO 5HSRUWV VKDOO FRQWDLQ RU LQFRUSRUDWH E\ UHIHUHQFH WKH IROORZLQJ

QIRUPDWLRQ RU RSHUDWLQJ GDWD RI WKH W\ SH LQ 7$%/( 6

DQG EXW DV WR DQ\ YDOXDWLRQV UHTXLUHG RQO\ WKH DFWXDO DPRXQW RI WKH FXUUHQW

YDOXDWLRQ RI WKH 2IILFLDO 6WDWHPHQW GDWHG BBBBBBBBBB ZLWK UHVSHFW WR WKH

6HFXULWLHV

XGLWHG ILQDQFLDO VWDWHPHQWV RI WKH VVXHU IRU WKH SUHFHGLQJ ILVFDO

HDU LI DQ\ VXFK VWDWHPHQWV WR EH SUHSDUHG RQ WKH EDVLV RI JHQHUDOO\ DFFHSWHG

DFFRXQWLQJ SULQFLSOHV DV DSSOLHG WR JRYHUQPHQWDO XQLWV 7KH VVXHU GRHV QRW

FXUUHQWO\ SUHSDUH DXGLWHG ILQDQFLDO VWDWHPHQWV DQG H[ HFXWLRQ RI WKLV 8QGHUWDNLQJ

VKDOO QRW REOLJDWH WKH VVXHU WR SUHSDUH DXGLWHG ILQDQFLDO VWDWHPHQWV IRU DQ\ ILVFDO

HDU 8', 7(' 1$1&,$/ 67$7(0(176 5( 35( 3$5(' 1'

1&/8'(' 1 1 118$/ 5(3257 1' 7+( 5($) 7( 5 7+( 6&$/
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LL 7KH QQXDO 5HSRUW PD\ EH VXEPLWWHG DV D VLQJOH GRFXPHQW RU DV

VHSDUDWH GRFXPHQWV FRPSULVLQJ D SDFNDJH DQG PD\ LQFRUSRUDWH E\ UHIHUHQFH IURP RWKHU

GRFXPHQWV RWKHU LQIRUPDWLRQ LQFOXGLQJ ILQDO RIILFLDO VWDWHPHQWV RI GHEW LVVXHV RI WKH VVXHU RU

UHODWHG SXEOLF HQWLWLHV WKDW KDYH EHHQ VXEPLWWHG WR WKH 065% I WKH GRFXPHQW LQFRUSRUDWHG E\

UHIHUHQFH LV D ILQDO RIILFLDO VWDWHPHQW LW PXVW EH DYDLODEOH IURP WKH 065% 7KH VVXHU VKDOO

FOHDUO\ LGHQWLI\ HDFK VXFK RWKHU GRFXPHQW VR LQFRUSRUDWHG E\ UHIHUHQFH

LLL I DXGLWHG ILQDQFLDO VWDWHPHQWV DUH EHLQJ SUHSDUHG DQG ZLOO EH LQFOXGHG LQ

DQ QQXDO 5HSRUW EXW DUH QRW DYDLODEOH LQ WLPH WR VDWLVI\ WKH UHTXLUHPHQWV RI 6XEVHFWLRQ D L RI

WKLV 6HFWLRQ XQDXGLWHG ILQDQFLDO VWDWHPHQWV PXVW EH SURYLGHG DW WKH UHTXLVLWH WLPH DV SDUW RI WKH

QQXDO 5HSRUW DQG DV VRRQ DV SRVVLEOH EXW QRW ODWHU WKDQ GD\ V DIWHU VXFK DXGLWHG ILQDQFLDO

VWDWHPHQWV EHFRPH DYDLODEOH WKH DXGLWHG ILQDQFLDO VWDWHPHQWV VKDOO EH SURYLGHG WR WKH 065%

WKURXJK 00$

6HFWLRQ 5HSRUWLQJ RI LVWHG YHQWV DQG DLOXUH WR 3URYLGH QQXDO 5HSRUW

D 7KLV 6HFWLRQ VKDOO JRYHUQ WKH JLYLQJ RI QRWLFHV RI WKH RFFXUUHQFH RI DQ\ RI WKH

IROORZLQJ HYHQWV WKH LVWHG YHQWV´ ZLWK UHVSHFW WR WKH 6HFXULWLHV

L 3ULQFLSDO DQG LQWHUHVW SD\ PHQW GHOLQTXHQFLHV

LL 1RQ SD\ PHQW UHODWHG GHIDXOWV LI PDWHULDO



LLL 8QVFKHGXOHG GUDZV RQ GHEW VHUYLFH UHVHUYHV UHIOHFWLQJ ILQDQFLDO

GLIILFXOWLHV

LY 8QVFKHGXOHG GUDZV RQ FUHGLW HQKDQFHPHQWV UHIOHFWLQJ ILQDQFLDO

GLIILFXOWLHV

Y 6XEVWLWXWLRQ RI FUHGLW RU OLTXLGLW\ SURYLGHUV RU WKHLU IDLOXUH WR SHUIRUP

YL GYHUVH WD[ RSLQLRQV WKH LVVXDQFH E\ WKH QWHUQDO 5HYHQXH 6HUYLFH RI

SURSRVHG RU ILQDO GHWHUPLQDWLRQV RI WD[ DELOLW\ 1RWLFHV RI 3URSRVHG VVXH 56 RUP 7(%

RU RWKHU PDWHULDO QRWLFHV RU GHWHUPLQDWLRQV LQ HDFK FDVH ZLWK UHVSHFW WR WKH WD[ VWDWXV RI WKH

6HFXULWLHV RU RWKHU PDWHULDO HYHQWV DIIHFWLQJ WKH WD[ VWDWXV RI WKH 6HFXULWLHV

YLL 0RGLILFDWLRQV WR ULJKWV RI KROGHUV LI PDWHULDO

YLLL RQG FDOOV LI PDWHULDO RU WHQGHU RIIHUV

L[ HIHDVDQFHV

5HOHDVH VXEVWLWXWLRQ RU VDOH RI SURSHUW\ VHFXULQJ UHSD\ PHQW RI WKH

6HFXULWLHV LI PDWHULDO

L 5DWLQJ FKDQJHV

LL DQNUXSWF\ LQVROYHQF\ UHFHLYHUVKLS RU VLPLODU HYHQWV RI WKH VVXHU

EHLQJ LI DQ\ RI WKH IROORZLQJ RFFXU WKH DSSRLQWPHQW RI D UHFHLYHU ILVFDO DJHQW RU VLPLODU RIILFHU

IRU WKH VVXHU LQ D SURFHHGLQJ XQGHU WKH 8 6 DQNUXSWF\ RGH RU LQ DQ\ RWKHU SURFHHGLQJ XQGHU

6WDWH RU IHGHUDO ODZ LQ ZKLFK D FRXUW RU JRYHUQPHQWDO DXWKRULW\ KDV DVVXPHG MXULVGLFWLRQ RYHU

VXEVWDQWLDOO\ DOO RI WKH DVVHWV RU EXVLQHVV RI WKH VVXHU RU LI VXFK MXULVGLFWLRQ KDV EHHQ DVVXPHG E\

OHDYLQJ WKH H[ LVWLQJ JRYHUQLQJ ERG\ DQG RIILFLDOV RU RIILFHUV LQ SRVVHVVLRQ EXW VXEMHFW WR WKH

VXSHUYLVLRQ DQG RUGHUV RI D FRXUW RU JRYHUQPHQWDO DXWKRULW\ RU WKH HQWU\ RI DQ RUGHU FRQILUPLQJ D

SODQ RI UHRUJDQL] DWLRQ DUUDQJHPHQW RU OLTXLGDWLRQ E\ D FRXUW RU JRYHUQPHQWDO DXWKRULW\ KDYLQJ

VXSHUYLVLRQ RU MXULVGLFWLRQ RYHU VXEVWDQWLDOO\ DOO RI WKH DVVHWV RU EXVLQHVV RI WKH VVXHU

LLL 7KH FRQVXPPDWLRQ RI D PHUJHU FRQVROLGDWLRQ RU DFTXLVLWLRQ LQYROYLQJ

WKH VVXHU RU WKH VDOH RI DOO RU VXEVWDQWLDOO\ DOO RI WKH DVVHWV RI WKH VVXHU RWKHU WKDQ LQ WKH RUGLQDU\

FRXUVH RI EXVLQHVV WKH HQWU\ LQWR D GHILQLWLYH DJUHHPHQW WR XQGHUWDNH VXFK DQ DFWLRQ RU WKH

WHUPLQDWLRQ RI D GHILQLWLYH DJUHHPHQW UHODWLQJ WR DQ\ VXFK DFWLRQV RWKHU WKDQ SXUVXDQW WR LWV WHUPV

LI PDWHULDO

LY SSRLQWPHQW RI D VXFFHVVRU WUXVWHH RU DQ DGGLWLRQDO WUXVWHH RU WKH

FKDQJH RI WKH QDPH RI WKH WUXVWHH LI PDWHULDO

Y 1RWLFH RI D IDLOXUH RI WKH VVXHU WR SURYLGH RU FDXVH WR EH SURYLGHG

UHTXLUHG DQQXDO ILQDQFLDO LQIRUPDWLRQ RQ RU EHIRUH WKH GDWH VSHFLILHG LQ 6HFWLRQ DERYH

LQFOXGLQJ DQ\ QRQ DSSURSULDWLRQ WR FRYHU DSSOLFDEOH FRVWV

E KHWKHU HYHQWV VXEMHFW WR WKH VWDQGDUG PDWHULDO´ ZRXOG EH PDWHULDO VKDOO EH

GHWHUPLQHG XQGHU DSSOLFDEOH IHGHUDO VHFXULWLHV ODZV



F 1RWZLWKVWDQGLQJ WKH IRUHJRLQJ QRWLFH RI LVWHG YHQWV GHVFULEHG LQ VXEVHFWLRQV

D YLLL DQG L[ QHHG QRW EH JLYHQ XQGHU WKLV VXEVHFWLRQ DQ\ HDUOLHU WKDQ WKH QRWLFH LI DQ\ RI WKH

XQGHUO\ LQJ HYHQW LV JLYHQ WR KROGHUV RI DIIHFWHG 6HFXULWLHV SXUVXDQW WR WKH 5HVROXWLRQ

G 68%-(&7 72 118$/ 335235,$7,21 2) 81' 6 68)),&,( 17 72
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6HFWLRQ 7HUPLQDWLRQ RI 5HSRUWLQJ 2EOLJDWLRQ

7KH REOLJDWLRQV RI WKH VVXHU SXUVXDQW WR WKLV 8QGHUWDNLQJ VKDOO WHUPLQDWH XSRQ WKH OHJDO

GHIHDVDQFH SULRU UHGHPSWLRQ RU SD\ PHQW LQ IXOO RI DOO RI WKH 6HFXULWLHV 68%-(&7 72 118$/

335235,$7,21 2) 81' 6 68)),&,( 17 72 3529,'( 25 7+( 2676 7+( 5(2) 7+(
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6HFWLRQ PHQGPHQW RU DLYHU

D 1RWZLWKVWDQGLQJ DQ\ RWKHU SURYLVLRQ RI WKLV 8QGHUWDNLQJ WKH VVXHU PD\ DPHQG

WKLV 8QGHUWDNLQJ DQG DQ\ SURYLVLRQ RI WKLV 8QGHUWDNLQJ PD\ EH ZDLYHG LI VXFK DPHQGPHQW RU ZDLYHU LV

VXSSRUWHG E\ DQ RSLQLRQ RI FRXQVHO H[ SHUW LQ IHGHUDO VHFXULWLHV ODZV WR WKH HIIHFW WKDW L VXFK DPHQGPHQW

RU ZDLYHU LV PDGH LQ FRQQHFWLRQ ZLWK D FKDQJH LQ FLUFXPVWDQFHV WKDW DULVHV IURP D FKDQJH LQ OHJDO

UHTXLUHPHQWV FKDQJH LQ ODZ RU FKDQJH LQ WKH LGHQWLW\ QDWXUH RU VWDWXV RI WKH VVXHU RU W\ SH RI EXVLQHVV

FRQGXFWHG LL WKLV 8QGHUWDNLQJ DV DPHQGHG RU DIIHFWHG E\ VXFK ZDLYHU ZRXOG KDYH FRPSOLHG ZLWK WKH

UHTXLUHPHQWV RI WKH 5XOH DW WKH WLPH RI WKH SULPDU\ RIIHULQJ RI WKH 6HFXULWLHV DIWHU WDNLQJ LQWR DFFRXQW DQ\

DPHQGPHQWV RU LQWHUSUHWDWLRQV RI WKH 5XOH DV ZHOO DV DQ\ FKDQJH LQ FLUFXPVWDQFHV DQG LLL VXFK

DPHQGPHQW RU ZDLYHU GRHV QRW PDWHULDOO\ LPSDLU WKH LQWHUHVWV RI WKH RZQHUV RI WKH 6HFXULWLHV DV

GHWHUPLQHG HLWKHU E\ SDUWLHV VXFK DV WKH ERQG FRXQVHO XQDIILOLDWHG ZLWK WKH VVXHU RU E\ DQ DSSURYLQJ

YRWH RI WKH UHJLVWHUHG RZQHUV RI WKH 6HFXULWLHV SXUVXDQW WR WKH WHUPV RI WKH 5HVROXWLRQ DW WKH WLPH RI WKH

DPHQGPHQWV

E 7KH QQXDO 5HSRUW FRQWDLQLQJ DPHQGHG RSHUDWLQJ GDWD RU ILQDQFLDO LQIRUPDWLRQ

UHVXOWLQJ IURP VXFK DPHQGPHQW RU ZDLYHU LI DQ\ VKDOO H[ SODLQ LQ QDUUDWLYH IRUP WKH UHDVRQV IRU WKH

DPHQGPHQW RU ZDLYHU DQG WKH LPSDFW RI WKH FKDQJH LQ WKH W\ SH RI RSHUDWLQJ GDWD RU ILQDQFLDO LQIRUPDWLRQ

EHLQJ SURYLGHG I DQ DPHQGPHQW RU ZDLYHU LV PDGH VSHFLI\ LQJ WKH DFFRXQWLQJ SULQFLSOHV WR EH IROORZHG

LQ SUHSDULQJ ILQDQFLDO VWDWHPHQWV WKH QQXDO 5HSRUW IRU WKH HDU LQ ZKLFK WKH FKDQJH LV PDGH VKDOO

SUHVHQW D FRPSDULVRQ EHWZHHQ WKH ILQDQFLDO VWDWHPHQWV RU LQIRUPDWLRQ SUHSDUHG RQ WKH EDVLV RI WKH QHZ

DFFRXQWLQJ SULQFLSOHV DQG WKRVH SUHSDUHG RQ WKH EDVLV RI WKH IRUPHU DFFRXQWLQJ SULQFLSOHV 6XFK

FRPSDULVRQ VKDOO LQFOXGH D TXDOLWDWLYH GLVFXVVLRQ RI WKH GLIIHUHQFHV LQ WKH DFFRXQWLQJ SULQFLSOHV DQG WKH

LPSDFW RI WKH FKDQJH LQ WKH DFFRXQWLQJ SULQFLSOHV RQ WKH SUHVHQWDWLRQ RI WKH ILQDQFLDO LQIRUPDWLRQ LQ RUGHU

WR SURYLGH LQIRUPDWLRQ WR LQYHVWRUV WR HQDEOH WKHP WR HYDOXDWH WKH DELOLW\ RI WKH VVXHU WR PHHW LWV

REOLJDWLRQV 7R WKH H[ WHQW UHDVRQDEO\ IHDVLEOH VXFK FRPSDULVRQ DOVR VKDOO EH TXDQWLWDWLYH 8', 7('

1$1&,$/ 67$7(0(176 5( 35( 3$5(' 1' 1&/8'(' 1 1 118$/ 5(3257 1'
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6HFWLRQ GGLWLRQDO QIRUPDWLRQ 1RWKLQJ LQ WKLV 8QGHUWDNLQJ VKDOO EH GHHPHG WR SUHYHQW

WKH VVXHU IURP GLVVHPLQDWLQJ DQ\ RWKHU LQIRUPDWLRQ XVLQJ WKH PHDQV RI GLVVHPLQDWLRQ VHW IRUWK LQ WKLV



8QGHUWDNLQJ RU DQ\ RWKHU PHDQV RI FRPPXQLFDWLRQ RU LQFOXGLQJ DQ\ RWKHU LQIRUPDWLRQ LQ DQ\ QQXDO

5HSRUW RU 1RWLFH RI LVWHG YHQW LQ DGGLWLRQ WR WKDW ZKLFK LV UHTXLUHG E\ WKLV 8QGHUWDNLQJ I WKH VVXHU

FKRRVHV WR LQFOXGH DQ\ LQIRUPDWLRQ LQ DQ\ QQXDO 5HSRUW RU 1RWLFH RI LVWHG YHQW LQ DGGLWLRQ WR WKDW

ZKLFK LV VSHFLILFDOO\ UHTXLUHG E\ WKLV 8QGHUWDNLQJ WKH VVXHU VKDOO KDYH QR REOLJDWLRQ XQGHU WKLV

8QGHUWDNLQJ WR XSGDWH VXFK LQIRUPDWLRQ RU LQFOXGH LW LQ DQ\ IXWXUH QQXDO 5HSRUW RU 1RWLFH RI LVWHG

YHQW

6HFWLRQ HIDXOW Q WKH HYHQW RI D IDLOXUH RI WKH VVXHU WR FRPSO\ ZLWK DQ\ SURYLVLRQ RI

WKLV 8QGHUWDNLQJ DQ\ RZQHU RI D 6HFXULW\ IRU WKH EHQHILW RI ZKLFK WKLV 8QGHUWDNLQJ LV EHLQJ SURYLGHG PD\

WDNH VXFK DFWLRQV DV PD\ EH QHFHVVDU\ DQG DSSURSULDWH LQFOXGLQJ VHHNLQJ PDQGDPXV RU VSHFLILF

SHUIRUPDQFH E\ FRXUW RUGHU WR FDXVH WKH VVXHU WR FRPSO\ ZLWK LWV REOLJDWLRQV XQGHU WKLV 8QGHUWDNLQJ

GHIDXOW XQGHU WKLV 8QGHUWDNLQJ VKDOO QRW EH GHHPHG DQ HYHQW RI GHIDXOW IRU RWKHU SXUSRVHV RI WKH

5HVROXWLRQ DQG WKH VROH UHPHG\ XQGHU WKLV 8QGHUWDNLQJ LQ WKH HYHQW RI DQ\ IDLOXUH RI WKH VVXHU WR FRPSO\

ZLWK WKLV 8QGHUWDNLQJ VKDOO EH DQ DFWLRQ WR FRPSHO SHUIRUPDQFH

6HFWLRQ LVVHPLQDWLRQ JHQW 7KH VVXHU PD\ IURP WLPH WR WLPH DSSRLQW RU HQJDJH D

LVVHPLQDWLRQ JHQW WR DVVLVW WKH VVXHU LQ VDWLVI\ LQJ WKH REOLJDWLRQV RI WKH 2ZQHU KHUHXQGHU DQG PD\

GLVFKDUJH DQ\ VXFK LVVHPLQDWLRQ JHQW ZLWK RU ZLWKRXW DSSRLQWLQJ D VXFFHVVRU LVVHPLQDWLRQ JHQW

XWLHV PPXQLWLHV DQG LDELOLWLHV RI LVVHPLQDWLRQ JHQW 7KH LVVHPLQDWLRQ JHQW VKDOO KDYH RQO\

VXFK GXWLHV DV DUH VSHFLILFDOO\ VHW IRUWK LQ WKLV 8QGHUWDNLQJ DQG WKH DSSOLFDEOH UHODWHG DJHQF\ DJUHHPHQW

DQG WR WKH H[ WHQW SHUPLWWHG E\ DSSOLFDEOH ODZ WKH VVXHU VKDOO LQGHPQLI\ DQG VDYH WKH LVVHPLQDWLRQ

JHQW LWV RIILFHUV GLUHFWRUV HPSOR\ HHV DQG DJHQWV KDUPOHVV IRU IURP DQG DJDLQVW DQ\ ORVV H[ SHQVH DQG

OLDELOLWLHV WKDW WKH LVVHPLQDWLRQ JHQW PD\ LQFXU DULVLQJ RXW RI RU LQ WKH H[ HUFLVH RU SHUIRUPDQFH RI WKH

SRZHUV DQG GXWLHV RI WKH LVVHPLQDWLRQ JHQW SXUVXDQW WR WKLV 8QGHUWDNLQJ DQG WKH DSSOLFDEOH UHODWHG

DJHQF\ DJUHHPHQW LQFOXGLQJ WKH FRVWV DQG H[ SHQVHV LQFOXGLQJ DWWRUQH\ V¶ IHHV RI GHIHQGLQJ DJDLQVW DQ\

FODLP RI OLDELOLW\ EXW H[ FOXGLQJ OLDELOLWLHV GXH WR WKH JURVV QHJOLJHQFH RU ZLOOIXO PLVFRQGXFW RI WKH

LVVHPLQDWLRQ JHQW 7KH REOLJDWLRQV RI WKH VVXHU XQGHU WKLV 6HFWLRQ VKDOO VXUYLYH UHVLJQDWLRQ RU

UHPRYDO RI WKH LVVHPLQDWLRQ JHQW DQG SD\ PHQW RI WKH 6HFXULWLHV

DWHG BBBBBBBB
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7KLV 8QGHUWDNLQJ LV H[ HFXWHG DQG GHOLYHUHG E\ 5REVRQ 5DQFK 4XDLO UHHN D OLPLWHG

OLDELOLW\ FRPSDQ\ GXO\ RUJDQL] HG DQG YDOLGO\ H[ LVWLQJ SXUVXDQW WR WKH ODZV RI WKH 6WDWH RI HODZDUH

KHUHLQDIWHU UHIHUUHG WR DV WKH HYHORSHU´ DFWLQJ LQ LWV RZQ FDSDFLW\ LQ FRQQHFWLRQ ZLWK WKH LVVXDQFH RI

WKH FDSWLRQHG PXQLFLSDO VHFXULWLHV KHUHLQDIWHU UHIHUUHG WR DV WKH 6HFXULWLHV´ IRU WKH EHQHILW RI WKH

RZQHUV RI WKH 6HFXULWLHV EHLQJ WKH UHJLVWHUHG RZQHUV WKHUHRI RU DQ\ SHUVRQ WKDW KDV WKH SRZHU GLUHFWO\ RU

LQGLUHFWO\ WR YRWH RU FRQVHQW ZLWK UHVSHFW WR RU WR GLVSRVH RI RZQHUVKLS RI DQ\ RI WKH 6HFXULWLHV

LQFOXGLQJ SHUVRQV KROGLQJ WKH 6HFXULWLHV WKURXJK QRPLQHHV GHSRVLWRULHV RU RWKHU LQWHUPHGLDULHV RU LV

WUHDWHG DV WKH RZQHU RI DQ\ 6HFXULWLHV IRU IHGHUDO LQFRPH WD[ SXUSRVHV

6HFWLRQ HILQLWLRQV

LVVHPLQDWLRQ JHQW´ VKDOO PHDQ DQ\ DJHQW WKDW KDV H[ HFXWHG D GLVVHPLQDWLRQ DJHQF\

DJUHHPHQW ZLWK WKH HYHORSHU DQG WKH VXFFHVVRUV DQG DVVLJQV RI VXFK DJHQW

00$´VKDOO PHDQ WKH OHFWURQLF 0XQLFLSDO 0DUNHW FFHVV V\ VWHP RI WKH 0XQLFLSDO

6HFXULWLHV 5XOHPDNLQJ RDUG QIRUPDWLRQ UHJDUGLQJ VXEPLVVLRQV WR 00$ LV DYDLODEOH DW

KWWS HPPD PVUE RUJ VXEPLVVLRQ

VVXHU´ VKDOO PHDQ 4XDLO UHHN RPPXQLW\ DFLOLWLHV LVWULFW D FRPPXQLW\ IDFLOLWLHV

GLVWULFW RUJDQL] HG DQG H[ LVWLQJ SXUVXDQW WR WKH ODZV RI WKH 6WDWH RI UL] RQD

065% V́KDOO PHDQ WKH 0XQLFLSDO 6HFXULWLHV 5XOHPDNLQJ RDUG

LVWHG YHQWV´ VKDOO PHDQ DQ\ RI WKH HYHQWV OLVWHG LQ 6HFWLRQ D

1RWLFH RI LVWHG YHQW´ VKDOO PHDQ DQ\ QRWLFH SURYLGHG E\ WKH HYHORSHU SXUVXDQW WR

DQG DV GHVFULEHG LQ 6HFWLRQ

5HSRUW´ VKDOO PHDQ DQ\ DQQXDO UHSRUW SURYLGHG E\ WKH HYHORSHU SXUVXDQW WR DQG DV

GHVFULEHG LQ 6HFWLRQ

5HVROXWLRQ´ VKDOO PHDQ BBBBBBBBBBBBBB

5XOH´ VKDOO PHDQ 5XOH F E DGRSWHG E\ WKH 6HFXULWLHV DQG FKDQJH

RPPLVVLRQ XQGHU WKH 6HFXULWLHV FKDQJH FW RI DV WKH VDPH PD\ EH DPHQGHG IURP WLPH WR WLPH



6HFWLRQ RQWHQWV DQG 3URYLVLRQ RI 5HSRUWV

D QQXDO 5HSRUWV
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E RQWHQWV RI QQXDO 5HSRUW

L 7KH 5HSRUWV UHTXLUHG WR EH SURYLGHG SXUVXDQW WR 6XEVHFWLRQ D L RI WKLV

6HFWLRQ VKDOO FRQWDLQ RU LQFRUSRUDWH E\ UHIHUHQFH WKH IROORZLQJ

XGLWHG ILQDQFLDO VWDWHPHQWV RI WKH HYHORSHU IRU WKH SUHFHGLQJ

ILVFDO HDU LI DQ\ VXFK VWDWHPHQWV WR EH SUHSDUHG RQ WKH EDVLV RI JHQHUDOO\ DFFHSWHG

DFFRXQWLQJ SULQFLSOHV SURYLGHG KRZHYHU H[ HFXWLRQ RI WKLV 8QGHUWDNLQJ VKDOO QRW

REOLJDWH WKH HYHORSHU WR SUHSDUH DXGLWHG ILQDQFLDO VWDWHPHQWV IRU DQ\ ILVFDO HDU

8', 7(' 1$1&,$/ 67$7(0(176 5( 35( 3$5(' 1' 1&/8'(' 1

5(3257 5(48,5(' 72 3529,'(' 38568$17 72 68%6(&7,21 D L 2)
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LL 7KH 5HSRUW UHTXLUHG WR EH SURYLGHG SXUVXDQW WR 6XEVHFWLRQ D L RI WKLV

6HFWLRQ PD\ EH VXEPLWWHG DV D VLQJOH GRFXPHQW RU DV VHSDUDWH GRFXPHQWV FRPSULVLQJ D SDFNDJH

DQG PD\ LQFRUSRUDWH E\ UHIHUHQFH IURP RWKHU GRFXPHQWV RWKHU LQIRUPDWLRQ LQFOXGLQJ RIILFLDO

VWDWHPHQWV RI GHEW LVVXHV RI WKH VVXHU RU UHODWHG SXEOLF HQWLWLHV WKDW KDYH EHHQ VXEPLWWHG WR WKH

065% I WKH GRFXPHQW LQFRUSRUDWHG E\ UHIHUHQFH LV D ILQDO RIILFLDO VWDWHPHQW LW PXVW EH

DYDLODEOH IURP WKH 065% 7KH HYHORSHU VKDOO FOHDUO\ LGHQWLI\ HDFK VXFK RWKHU GRFXPHQW VR

LQFRUSRUDWHG E\ UHIHUHQFH

LLL I DXGLWHG ILQDQFLDO VWDWHPHQWV DUH EHLQJ SUHSDUHG DQG ZLOO EH LQFOXGHG LQ

D 5HSRUW UHTXLUHG WR EH SURYLGHG SXUVXDQW WR 6XEVHFWLRQ D L RI WKLV 6HFWLRQ EXW DUH QRW DYDLODEOH

LQ WLPH WR VDWLVI\ WKH UHTXLUHPHQWV RI 6XEVHFWLRQ D L RI WKLV 6HFWLRQ XQDXGLWHG ILQDQFLDO

VWDWHPHQWV PXVW EH SURYLGHG DW WKH UHTXLVLWH WLPH DV SDUW RI WKH 5HSRUW DQG DV VRRQ DV SRVVLEOH



EXW QRW ODWHU WKDQ GD\ V DIWHU VXFK DXGLWHG ILQDQFLDO VWDWHPHQWV EHFRPH DYDLODEOH WKH DXGLWHG

ILQDQFLDO VWDWHPHQWV VKDOO EH SURYLGHG WR WKH 065%WKURXJK 00$

6HFWLRQ 5HSRUWLQJ RI LVWHG YHQWV

D 7KLV 6HFWLRQ VKDOO JRYHUQ WKH JLYLQJ RI QRWLFHV RI WKH RFFXUUHQFH RI WKH IROORZLQJ

LVWHG YHQWV ZLWK UHVSHFW WR WKH 6HFXULWLHV L DQ\ FKDQJH RI RZQHUVKLS RU FRQWURO RI WKH HYHORSHU RU

LL DQ\ IDLOXUH E\ WKH HYHORSHU WR SD\ SULRU WR GHOLQTXHQF\ JHQHUDO SURSHUW\ WD[ HV VSHFLDO WD[ HV RU

DVVHVVPHQWV ZLWK UHVSHFW WR SURSHUW\ RI WKH HYHORSHU ZLWKLQ WKH ERXQGDULHV RI WKH VVXHU RU DQ\ DPRXQW

GXH SXUVXDQW WR WKH 6WDQGE\ RQWULEXWLRQ JUHHPHQW GHVFULEHG LQ WKH 2IILFLDO 6WDWHPHQW GDWHG

BBBBBBBBB ZLWK UHVSHFW WR WKH 6HFXULWLHV
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6HFWLRQ 7HUPLQDWLRQ RI 5HSRUWLQJ 2EOLJDWLRQ

7KH REOLJDWLRQV RI WKH HYHORSHU SXUVXDQW WR WKLV 8QGHUWDNLQJ VKDOO WHUPLQDWH XSRQ L WKH OHJDO

GHIHDVDQFH SULRU UHGHPSWLRQ RU SD\ PHQW LQ IXOO RI DOO RI WKH 6HFXULWLHV RU LL WKH UHOHDVH RI WKH 6WDQGE\

RQWULEXWLRQ JUHHPHQW 7+( 9(/ 23( 5 25 6+$// 86( 7+( 66( 0,1$7,21 17

72 9( 127,&( 2) 68&+ 7(50,1$7,21 72 7+( 065%7+528*+ 00$ 6 6221 6
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6HFWLRQ PHQGPHQW RU DLYHU

D 1RWZLWKVWDQGLQJ DQ\ RWKHU SURYLVLRQ RI WKLV 8QGHUWDNLQJ WKH HYHORSHU PD\

DPHQG WKLV 8QGHUWDNLQJ DQG DQ\ SURYLVLRQ RI WKLV 8QGHUWDNLQJ PD\ EH ZDLYHG LI VXFK DPHQGPHQW RU

ZDLYHU LV VXSSRUWHG E\ DQ RSLQLRQ RI FRXQVHO H[ SHUW LQ IHGHUDO VHFXULWLHV ODZV WR WKH HIIHFW WKDW L VXFK

DPHQGPHQW RU ZDLYHU LV PDGH LQ FRQQHFWLRQ ZLWK D FKDQJH LQ FLUFXPVWDQFHV WKDW DULVHV IURP D FKDQJH LQ

OHJDO UHTXLUHPHQWV FKDQJH LQ ODZ RU FKDQJH LQ WKH LGHQWLW\ QDWXUH RU VWDWXV RI WKH HYHORSHU RU W\ SH RI

EXVLQHVV FRQGXFWHG LL WKLV 8QGHUWDNLQJ DV DPHQGHG RU DIIHFWHG E\ VXFK ZDLYHU ZRXOG KDYH FRPSOLHG

ZLWK WKH UHTXLUHPHQWV RI WKH 5XOH DW WKH WLPH RI WKH SULPDU\ RIIHULQJ RI WKH 6HFXULWLHV DIWHU WDNLQJ LQWR

DFFRXQW DQ\ DPHQGPHQWV RU LQWHUSUHWDWLRQV RI WKH 5XOH DV ZHOO DV DQ\ FKDQJH LQ FLUFXPVWDQFHV DQG LLL

VXFK DPHQGPHQW RU ZDLYHU GRHV QRW PDWHULDOO\ LPSDLU WKH LQWHUHVWV RI WKH RZQHUV RI WKH 6HFXULWLHV DV

GHWHUPLQHG HLWKHU E\ SDUWLHV VXFK DV WKH ERQG FRXQVHO XQDIILOLDWHG ZLWK WKH HYHORSHU RU E\ DQ

DSSURYLQJ YRWH RI WKH UHJLVWHUHG RZQHUV RI WKH 6HFXULWLHV SXUVXDQW WR WKH WHUPV RI WKH 5HVROXWLRQ DW WKH

WLPH RI WKH DPHQGPHQWV

E 7KH 5HSRUW FRQWDLQLQJ DPHQGHG RSHUDWLQJ GDWD RU ILQDQFLDO LQIRUPDWLRQ UHVXOWLQJ

IURP VXFK DPHQGPHQW RU ZDLYHU LI DQ\ VKDOO H[ SODLQ LQ QDUUDWLYH IRUP WKH UHDVRQV IRU WKH DPHQGPHQW RU

ZDLYHU DQG WKH LPSDFW RI WKH FKDQJH LQ WKH W\ SH RI RSHUDWLQJ GDWD RU ILQDQFLDO LQIRUPDWLRQ EHLQJ SURYLGHG

I DQ DPHQGPHQW RU ZDLYHU LV PDGH VSHFLI\ LQJ WKH DFFRXQWLQJ SULQFLSOHV WR EH IROORZHG LQ SUHSDULQJ

ILQDQFLDO VWDWHPHQWV WKH 5HSRUW UHTXLUHG WR EH SURYLGHG SXUVXDQW WR 6XEVHFWLRQ D L RI 6HFWLRQ KHUHRI

IRU WKH HDU LQ ZKLFK WKH FKDQJH LV PDGH VKDOO SUHVHQW D FRPSDULVRQ EHWZHHQ WKH ILQDQFLDO VWDWHPHQWV RU

LQIRUPDWLRQ SUHSDUHG RQ WKH EDVLV RI WKH QHZ DFFRXQWLQJ SULQFLSOHV DQG WKRVH SUHSDUHG RQ WKH EDVLV RI WKH

IRUPHU DFFRXQWLQJ SULQFLSOHV 6XFK FRPSDULVRQ VKDOO LQFOXGH D TXDOLWDWLYH GLVFXVVLRQ RI WKH GLIIHUHQFHV LQ



WKH DFFRXQWLQJ SULQFLSOHV DQG WKH LPSDFW RI WKH FKDQJH LQ WKH DFFRXQWLQJ SULQFLSOHV RQ WKH SUHVHQWDWLRQ RI

WKH ILQDQFLDO LQIRUPDWLRQ LQ RUGHU WR SURYLGH LQIRUPDWLRQ WR LQYHVWRUV WR HQDEOH WKHP WR HYDOXDWH WKH DELOLW\

RI WKH HYHORSHU WR PHHW LWV REOLJDWLRQV 7R WKH H[ WHQW UHDVRQDEO\ IHDVLEOH VXFK FRPSDULVRQ DOVR VKDOO EH

TXDQWLWDWLYH 8', 7(' 1$1&,$/ 67$7(0(176 5( 35( 3$5(' 1' 1&/8'(' 1
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6HFWLRQ GGLWLRQDO QIRUPDWLRQ 1RWKLQJ LQ WKLV 8QGHUWDNLQJ VKDOO EH GHHPHG WR SUHYHQW

WKH HYHORSHU IURP GLVVHPLQDWLQJ DQ\ RWKHU LQIRUPDWLRQ XVLQJ WKH PHDQV RI GLVVHPLQDWLRQ VHW IRUWK LQ

WKLV 8QGHUWDNLQJ RU DQ\ RWKHU PHDQV RI FRPPXQLFDWLRQ RU LQFOXGLQJ DQ\ RWKHU LQIRUPDWLRQ LQ DQ\ 5HSRUW

RU 1RWLFH RI LVWHG YHQW LQ DGGLWLRQ WR WKDW ZKLFK LV UHTXLUHG E\ WKLV 8QGHUWDNLQJ I WKH HYHORSHU

FKRRVHV WR LQFOXGH DQ\ LQIRUPDWLRQ LQ DQ\ 5HSRUW RU 1RWLFH RI LVWHG YHQW LQ DGGLWLRQ WR WKDW ZKLFK LV

VSHFLILFDOO\ UHTXLUHG E\ WKLV 8QGHUWDNLQJ WKH HYHORSHU VKDOO KDYH QR REOLJDWLRQ XQGHU WKLV 8QGHUWDNLQJ

WR XSGDWH VXFK LQIRUPDWLRQ RU LQFOXGH LW LQ DQ\ IXWXUH 5HSRUW RU 1RWLFH RI LVWHG YHQW

6HFWLRQ HIDXOW Q WKH HYHQW RI D IDLOXUH RI WKH HYHORSHU WR FRPSO\ ZLWK DQ\ SURYLVLRQ

RI WKLV 8QGHUWDNLQJ DQ\ RZQHU RI D 6HFXULW\ IRU WKH EHQHILW RI ZKLFK WKLV 8QGHUWDNLQJ LV EHLQJ SURYLGHG

PD\ WDNH VXFK DFWLRQV DV PD\ EH QHFHVVDU\ DQG DSSURSULDWH LQFOXGLQJ VHHNLQJ PDQGDPXV RU VSHFLILF

SHUIRUPDQFH E\ FRXUW RUGHU WR FDXVH WKH HYHORSHU WR FRPSO\ ZLWK LWV REOLJDWLRQV XQGHU WKLV 8QGHUWDNLQJ

GHIDXOW XQGHU WKLV 8QGHUWDNLQJ VKDOO QRW EH GHHPHG DQ HYHQW RI GHIDXOW IRU RWKHU SXUSRVHV RI WKH

5HVROXWLRQ DQG WKH VROH UHPHG\ XQGHU WKLV 8QGHUWDNLQJ LQ WKH HYHQW RI DQ\ IDLOXUH RI WKH HYHORSHU WR

FRPSO\ ZLWK WKLV 8QGHUWDNLQJ VKDOO EH DQ DFWLRQ WR FRPSHO SHUIRUPDQFH

6HFWLRQ LVVHPLQDWLRQ JHQW 7KH HYHORSHU PD\ IURP WLPH WR WLPH DSSRLQW RU HQJDJH

D LVVHPLQDWLRQ JHQW WR DVVLVW LW LQ VDWLVI\ LQJ WKH REOLJDWLRQV RI WKH HYHORSHU KHUHXQGHU DQG PD\

GLVFKDUJH DQ\ VXFK LVVHPLQDWLRQ JHQW ZLWK RU ZLWKRXW DSSRLQWLQJ D VXFFHVVRU LVVHPLQDWLRQ JHQW

6HFWLRQ 5HFRUGNHHSLQJ 7KH HYHORSHU VKDOO PDLQWDLQ FRSLHV RI HDFK 5HSRUW DQG 1RWLFH

LVWHG YHQW DV ZHOO DV WKH QDPHV RI WKH HQWLWLHV ZLWK ZKRP WKH VDPH ZDV ILOHG DQG WKH GDWH RI ILOLQJ

WKHUHRI

6HFWLRQ XWLHV PPXQLWLHV DQG LDELOLWLHV RI LVVHPLQDWLRQ JHQW 7KH LVVHPLQDWLRQ

JHQW VKDOO KDYH RQO\ VXFK GXWLHV DV DUH VSHFLILFDOO\ VHW IRUWK LQ WKLV 8QGHUWDNLQJ DQG WKH DSSOLFDEOH

UHODWHG DJHQF\ DJUHHPHQW DQG WKH HYHORSHU VKDOO LQGHPQLI\ DQG VDYH WKH LVVHPLQDWLRQ JHQW LWV

RIILFHUV GLUHFWRUV HPSOR\ HHV DQG DJHQWV KDUPOHVV IRU IURP DQG DJDLQVW DQ\ ORVV H[ SHQVH DQG OLDELOLWLHV

WKDW WKH LVVHPLQDWLRQ JHQW PD\ LQFXU DULVLQJ RXW RI RU LQ WKH H[ HUFLVH RU SHUIRUPDQFH RI WKH SRZHUV DQG

GXWLHV RI WKH LVVHPLQDWLRQ JHQW SXUVXDQW WR WKLV 8QGHUWDNLQJ DQG WKH DSSOLFDEOH UHODWHG DJHQF\

DJUHHPHQW LQFOXGLQJ WKH FRVWV DQG H[ SHQVHV LQFOXGLQJ DWWRUQH\ V IHHV RI GHIHQGLQJ DJDLQVW DQ\ FODLP RI

OLDELOLW\ EXW H[ FOXGLQJ OLDELOLWLHV GXH WR WKH JURVV QHJOLJHQFH RU ZLOOIXO PLVFRQGXFW RI WKH LVVHPLQDWLRQ

JHQW 7KH REOLJDWLRQV RI WKH HYHORSHU XQGHU WKLV 6HFWLRQ VKDOO VXUYLYH UHVLJQDWLRQ RU UHPRYDO RI WKH

LVVHPLQDWLRQ JHQW DQG SD\ PHQW RI WKH 6HFXULWLHV

6HFWLRQ RSLHV IRU VVXHU Q\ FRS\ SURYLGHG E\ WKLV 8QGHUWDNLQJ WR EH JLYHQ RU

IXUQLVKHG WR WKH VVXHU E\ WKH HYHORSHU VKDOO EH VXIILFLHQW IRU HYHU\ SXUSRVH KHUHXQGHU LI LQ ZULWLQJ DQG

PDLOHG ILUVW FODVV SRVWDJH SUHSDLG WR WKH VVXHU DGGUHVVHG WR LW DW F R BBBBBBBBBBBBBBBBBBBBBBBBBB

WWHQWLRQ LVWULFW OHUN RU DW DQ\ RWKHU DGGUHVV IXUQLVKHG SUHYLRXVO\ LQ ZULWLQJ WR WKH HYHORSHU E\ WKH

VVXHU



6HFWLRQ 6XEVHTXHQW 7UDQVIHUV RI DQG 8SRQ DQ\ VDOH RI ODQG ZLWKLQ WKH ERXQGDULHV RI

WKH VVXHU VXFK WKDW WKH DFTXLULQJ RZQHU KHUHLQDIWHU UHIHUUHG WR DV WKH 7UDQVIHUHH´ VKDOO EHFRPH DQ

RZQHU RI ODQG ZLWKLQ WKH ERXQGDULHV RI WKH VVXHU WKH OLPLWHG DVVHVVHG YDOXDWLRQ RI ZKLFK DV RI WKH GDWH

RQ ZKLFK WKH 7UDQVIHUHH EHFRPHV DQ RZQHU HTXDOV RU H[ FHHGV SHUFHQW RI WKH OLPLWHG DVVHVVHG

YDOXDWLRQ RI DOO ODQG ZLWKLQ WKH ERXQGDULHV RI WKH VVXHU WKH HYHORSHU VKDOO UHTXLUH WKH 7UDQVIHUHH WR

H[ HFXWH DQ 8QGHUWDNLQJ VXEVWDQWLDOO\ VLPLODU WR WKLV 8QGHUWDNLQJ DQG LQ FRPSOLDQFH ZLWK WKH 5XOH SULRU WR

WKH FRQYH\ DQFH RI WLWOH WR WKH 7UDQVIHUHH

DWHG BBBBBBBBB

52%621 5$1&+48$,/ 5((.

D HODZDUH OLPLWHG OLDELOLW\ FRPSDQ\

UOLQJWRQ 3URSHUW\ 0DQDJHPHQW RPSDQ\

DQ UL] RQD FRUSRUDWLRQ

WV 0HPEHU

WV
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7KH HSRVLWRU\ 7UXVW RPSDQ\ 7&´ 1HZ RUN 1HZ RUN ZLOO DFW DV VHFXULWLHV GHSRVLWRU\ IRU WKH

RQGV 7KH RQGV ZLOO EH LVVXHG DV IXOO\ UHJLVWHUHG VHFXULWLHV UHJLVWHUHG LQ WKH QDPH RI HGH R

7&¶V SDUWQHUVKLS QRPLQHH RU VXFK RWKHU QDPH DV PD\ EH UHTXHVWHG E\ DQ DXWKRUL] HG UHSUHVHQWDWLYH RI

7& 2QH IXOO\ UHJLVWHUHG RQG ZLOO EH LVVXHG IRU HDFK PDWXULW\ RI WKH RQGV HDFK LQ WKH DJJUHJDWH

SULQFLSDO DPRXQW RI VXFK PDWXULW\ DQG ZLOO EH GHSRVLWHG ZLWK 7&

7& WKH ZRUOG¶V ODUJHVW VHFXULWLHV GHSRVLWRU\ LV D OLPLWHG SXUSRVH WUXVW FRPSDQ\ RUJDQL] HG XQGHU WKH

1HZ RUN DQNLQJ DZ D EDQNLQJ RUJDQL] DWLRQ´ ZLWKLQ WKH PHDQLQJ RI WKH 1HZ RUN DQNLQJ DZ D

PHPEHU RI WKH HGHUDO 5HVHUYH 6\ VWHP D FOHDULQJ FRUSRUDWLRQ´ ZLWKLQ WKH PHDQLQJ RI WKH 1HZ RUN

8QLIRUP RPPHUFLDO RGH DQG D FOHDULQJ DJHQF\´ UHJLVWHUHG SXUVXDQW WR WKH SURYLVLRQV RI 6HFWLRQ

RI WKH 6HFXULWLHV FKDQJH FW RI 7& KROGV DQG SURYLGHV DVVHW VHUYLFLQJ IRU RYHU PLOOLRQ

LVVXHV RI 8 6 DQG QRQ 8 6 HTXLW\ LVVXHV FRUSRUDWH DQG PXQLFLSDO GHEW LVVXHV DQG PRQH\ PDUNHW

LQVWUXPHQWV IURP RYHU FRXQWULHV WKDW 7&¶V SDUWLFLSDQWV LUHFW 3DUWLFLSDQWV´ GHSRVLW ZLWK 7&

7& DOVR IDFLOLWDWHV WKH SRVW WUDGH VHWWOHPHQW DPRQJ LUHFW 3DUWLFLSDQWV RI VDOHV DQG RWKHU VHFXULWLHV

WUDQVDFWLRQV LQ GHSRVLWHG VHFXULWLHV WKURXJK HOHFWURQLF FRPSXWHUL] HG ERRN HQWU\ WUDQVIHUV DQG SOHGJHV

EHWZHHQ LUHFW 3DUWLFLSDQWV¶ DFFRXQWV 7KLV HOLPLQDWHV WKH QHHG IRU SK\ VLFDO PRYHPHQW RI VHFXULWLHV

FHUWLILFDWHV LUHFW 3DUWLFLSDQWV LQFOXGH ERWK 8 6 DQG QRQ 8 6 VHFXULWLHV EURNHUV DQG GHDOHUV EDQNV WUXVW

FRPSDQLHV FOHDULQJ FRUSRUDWLRQV DQG FHUWDLQ RWKHU RUJDQL] DWLRQV 7& LV D ZKROO\ RZQHG VXEVLGLDU\ RI

7KH HSRVLWRU\ 7UXVW OHDULQJ RUSRUDWLRQ 7&&´ 7&& LV WKH KROGLQJ FRPSDQ\ IRU 7&

1DWLRQDO 6HFXULWLHV OHDULQJ RUSRUDWLRQ DQG L[ HG QFRPH 6HFXULWLHV OHDULQJ RUSRUDWLRQ DOO RI ZKLFK

DUH UHJLVWHUHG FOHDULQJ DJHQFLHV 7&&LV RZQHG E\ WKH XVHUV RI LWV UHJXODWHG VXEVLGLDULHV FFHVV WR WKH

7& V\ VWHP LV DOVR DYDLODEOH WR RWKHUV VXFK DV ERWK 8 6 DQG QRQ 8 6 VHFXULWLHV EURNHUV DQG GHDOHUV

EDQNV WUXVW FRPSDQLHV DQG FOHDULQJ FRUSRUDWLRQV WKDW FOHDU WKURXJK RU PDLQWDLQ D FXVWRGLDO UHODWLRQVKLS

ZLWK D LUHFW 3DUWLFLSDQW HLWKHU GLUHFWO\ RU LQGLUHFWO\ QGLUHFW 3DUWLFLSDQWV´ DQG WRJHWKHU ZLWK WKH LUHFW

3DUWLFLSDQWV WKH 3DUWLFLSDQWV´ 7& KDV 6WDQGDUG 3RRU¶V UDWLQJ RI 7KH 7& 5XOHV

DSSOLFDEOH WR LWV 3DUWLFLSDQWV DUH RQ ILOH ZLWK WKH 6HFXULWLHV DQG FKDQJH RPPLVVLRQ 0RUH LQIRUPDWLRQ

DERXW 7&FDQ EH IRXQG DW ZZZ GWFF FRP DQG ZZZ GWF RUJ

3XUFKDVHV RI RQGV XQGHU WKH 7& V\ VWHP PXVW EH PDGH E\ RU WKURXJK LUHFW 3DUWLFLSDQWV ZKLFK ZLOO

UHFHLYH D FUHGLW IRU WKH RQGV RQ 7&¶V UHFRUGV 7KH RZQHUVKLS LQWHUHVW RI HDFK DFWXDO SXUFKDVHU RI HDFK

RQG HQHILFLDO 2ZQHU´ LV LQ WXUQ WR EH UHFRUGHG RQ WKH LUHFW DQG QGLUHFW 3DUWLFLSDQWV¶ UHFRUGV

HQHILFLDO 2ZQHUV ZLOO QRW UHFHLYH ZULWWHQ FRQILUPDWLRQ IURP 7&RI WKHLU SXUFKDVH HQHILFLDO 2ZQHUV

DUH KRZHYHU H[ SHFWHG WR UHFHLYH ZULWWHQ FRQILUPDWLRQV SURYLGLQJ GHWDLOV RI WKH WUDQVDFWLRQ DV ZHOO DV

SHULRGLF VWDWHPHQWV RI WKHLU KROGLQJV IURP WKH LUHFW RU QGLUHFW 3DUWLFLSDQW WKURXJK ZKLFK WKH HQHILFLDO

2ZQHU HQWHUHG LQWR WKH WUDQVDFWLRQ 7UDQVIHUV RI RZQHUVKLS LQWHUHVWV LQ WKH RQGV DUH WR EH DFFRPSOLVKHG

E\ HQWULHV PDGH RQ WKH ERRNV RI LUHFW DQG QGLUHFW 3DUWLFLSDQWV DFWLQJ RQ EHKDOI RI HQHILFLDO 2ZQHUV

HQHILFLDO 2ZQHUV ZLOO QRW UHFHLYH FHUWLILFDWHV UHSUHVHQWLQJ WKHLU RZQHUVKLS LQWHUHVWV LQ RQGV H[ FHSW LQ

WKH HYHQW WKDW XVH RI WKH ERRN HQWU\ V\ VWHP IRU WKH RQGV LV GLVFRQWLQXHG

7R IDFLOLWDWH VXEVHTXHQW WUDQVIHUV DOO RQGV GHSRVLWHG E\ LUHFW 3DUWLFLSDQWV ZLWK 7& DUH UHJLVWHUHG LQ

WKH QDPH RI 7&¶V SDUWQHUVKLS QRPLQHH HGH R RU VXFK RWKHU QDPH DV PD\ EH UHTXHVWHG E\ DQ

DXWKRUL] HG UHSUHVHQWDWLYH RI 7& 7KH GHSRVLW RI RQGV ZLWK 7& DQG WKHLU UHJLVWUDWLRQ LQ WKH QDPH RI

HGH R RU VXFK RWKHU 7& QRPLQHH GR QRW DIIHFW DQ\ FKDQJH LQ EHQHILFLDO RZQHUVKLS 7& KDV QR

NQRZOHGJH RI WKH DFWXDO HQHILFLDO 2ZQHUV RI WKH RQGV 7&¶V UHFRUGV UHIOHFW RQO\ WKH LGHQWLW\ RI WKH

LUHFW 3DUWLFLSDQWV WR ZKRVH DFFRXQWV VXFK RQGV DUH FUHGLWHG ZKLFK PD\ RU PD\ QRW EH WKH HQHILFLDO

2ZQHUV 7KH LUHFW DQG QGLUHFW 3DUWLFLSDQWV ZLOO UHPDLQ UHVSRQVLEOH IRU NHHSLQJ DFFRXQW RI WKHLU

KROGLQJV RQ EHKDOI RI WKHLU FXVWRPHUV



RQYH\ DQFH RI QRWLFHV DQG RWKHU FRPPXQLFDWLRQV E\ 7&WR LUHFW 3DUWLFLSDQWV E\ LUHFW 3DUWLFLSDQWV WR

QGLUHFW 3DUWLFLSDQWV DQG E\ LUHFW 3DUWLFLSDQWV DQG QGLUHFW 3DUWLFLSDQWV WR HQHILFLDO 2ZQHUV ZLOO EH

JRYHUQHG E\ DUUDQJHPHQWV DPRQJ WKHP VXEMHFW WR DQ\ VWDWXWRU\ RU UHJXODWRU\ UHTXLUHPHQWV DV PD\ EH LQ

HIIHFW IURP WLPH WR WLPH HQHILFLDO 2ZQHUV RI WKH RQGV PD\ ZLVK WR WDNH FHUWDLQ VWHSV WR DXJPHQW WKH

WUDQVPLVVLRQ WR WKHP RI QRWLFHV RI VLJQLILFDQW HYHQWV ZLWK UHVSHFW WR WKH RQGV VXFK DV UHGHPSWLRQV

WHQGHUV GHIDXOWV DQG SURSRVHG DPHQGPHQWV WR WKH RQG GRFXPHQWV RU H[ DPSOH HQHILFLDO 2ZQHUV RI

RQGV PD\ ZLVK WR DVFHUWDLQ WKDW WKH QRPLQHH KROGLQJ WKH RQGV IRU WKHLU EHQHILW KDV DJUHHG WR REWDLQ DQG

WUDQVPLW QRWLFHV WR HQHILFLDO 2ZQHUV Q WKH DOWHUQDWLYH HQHILFLDO 2ZQHUV PD\ ZLVK WR SURYLGH WKHLU

QDPHV DQG DGGUHVVHV WR WKH 7UXVWHH DQG UHTXHVW WKDW FRSLHV RI QRWLFHV EH SURYLGHG GLUHFWO\ WR WKHP

5HGHPSWLRQ QRWLFHV VKDOO EH VHQW WR 7& I OHVV WKDQ DOO RI WKH RQGV ZLWKLQ DQ LVVXH DUH EHLQJ UHGHHPHG

7&¶V SUDFWLFH LV WR GHWHUPLQH E\ ORW WKH DPRXQW RI WKH LQWHUHVW RI HDFK LUHFW 3DUWLFLSDQW LQ VXFK LVVXH WR

EH UHGHHPHG

1HLWKHU 7& QRU HGH R QRU DQ\ RWKHU 7& QRPLQHH ZLOO FRQVHQW RU YRWH ZLWK UHVSHFW WR RQGV

XQOHVV DXWKRUL] HG E\ D LUHFW 3DUWLFLSDQW LQ DFFRUGDQFH ZLWK 7&¶V 00, 3URFHGXUHV 8QGHU LWV XVXDO

SURFHGXUHV 7& PDLOV DQ 2PQLEXV 3UR[\ WR WKH LVWULFW DV VRRQ DV SRVVLEOH DIWHU WKH UHFRUG GDWH 7KH

2PQLEXV 3UR[\ DVVLJQV HGH R V FRQVHQWLQJ RU YRWLQJ ULJKWV WR WKRVH LUHFW 3DUWLFLSDQWV WR ZKRVH

DFFRXQWV RQGV DUH FUHGLWHG RQ WKH UHFRUG GDWH LGHQWLILHG LQ D OLVWLQJ DWWDFKHG WR WKH 2PQLEXV 3UR[\

3D\ PHQW RI SULQFLSDO RI DQG LQWHUHVW RQ WKH RQGV DQG WKH UHGHPSWLRQ SULFH RI DQ\ RQG ZLOO EH PDGH WR

HGH R RU VXFK RWKHU QRPLQHH DV PD\ EH UHTXHVWHG E\ DQ DXWKRUL] HG UHSUHVHQWDWLYH RI 7& 7&¶V

SUDFWLFH LV WR FUHGLW LUHFW 3DUWLFLSDQWV¶ DFFRXQWV XSRQ 7&¶V UHFHLSW RI IXQGV DQG FRUUHVSRQGLQJ GHWDLO

LQIRUPDWLRQ IURP WKH LVWULFW RU WKH 7UXVWHH RQ SD\ DEOH GDWH LQ DFFRUGDQFH ZLWK WKHLU UHVSHFWLYH KROGLQJV

VKRZQ RQ 7&¶V UHFRUGV 3D\ PHQWV E\ 3DUWLFLSDQWV WR HQHILFLDO 2ZQHUV ZLOO EH JRYHUQHG E\ VWDQGLQJ

LQVWUXFWLRQV DQG FXVWRPDU\ SUDFWLFHV DV LV WKH FDVH ZLWK VHFXULWLHV KHOG IRU WKH DFFRXQWV RI FXVWRPHUV LQ

EHDUHU IRUP RU UHJLVWHUHG LQ VWUHHW QDPH DQG ZLOO EH WKH UHVSRQVLELOLW\ RI VXFK 3DUWLFLSDQW DQG QRW RI

7& WKH 7UXVWHH RU WKH LVWULFW VXEMHFW WR DQ\ VWDWXWRU\ RU UHJXODWRU\ UHTXLUHPHQWV DV PD\ EH LQ HIIHFW

IURP WLPH WR WLPH 3D\ PHQW RI SULQFLSDO RI DQG LQWHUHVW RQ WKH RQGV DQG WKH UHGHPSWLRQ SULFH RI DQ\

RQGV ZLOO EH PDGH WR HGH R RU VXFK RWKHU QRPLQHH DV PD\ EH UHTXHVWHG E\ DQ DXWKRUL] HG

UHSUHVHQWDWLYH RI 7& LV WKH UHVSRQVLELOLW\ RI WKH LVWULFW RU WKH 7UXVWHH GLVEXUVHPHQW RI VXFK SD\ PHQWV

WR LUHFW 3DUWLFLSDQWV ZLOO EH WKH UHVSRQVLELOLW\ RI 7& DQG GLVEXUVHPHQW RI VXFK SD\ PHQWV WR WKH

HQHILFLDO 2ZQHUV ZLOO EH WKH UHVSRQVLELOLW\ RI LUHFW DQG QGLUHFW 3DUWLFLSDQWV

7&PD\ GLVFRQWLQXH SURYLGLQJ LWV VHUYLFHV DV GHSRVLWRU\ ZLWK UHVSHFW WR WKH RQGV DW DQ\ WLPH E\ JLYLQJ

UHDVRQDEOH QRWLFH WR WKH LVWULFW RU WKH 7UXVWHH 8QGHU VXFK FLUFXPVWDQFHV LQ WKH HYHQW WKDW D VXFFHVVRU

GHSRVLWRU\ LV QRW REWDLQHG FHUWLILFDWHV DUH UHTXLUHG WR EH SULQWHG DQG GHOLYHUHG

7KH LVWULFW PD\ GHFLGH WR GLVFRQWLQXH XVH RI WKH V\ VWHP RI ERRN HQWU\ RQO\ WUDQVIHUV WKURXJK 7& RU D

VXFFHVVRU VHFXULWLHV GHSRVLWRU\ Q WKDW HYHQW FHUWLILFDWHV ZLOO EH SULQWHG DQG GHOLYHUHG WR 7&

7KH LQIRUPDWLRQ LQ WKLV VHFWLRQ FRQFHUQLQJ 7& DQG 7&¶V ERRN HQWU\ V\ VWHP KDV EHHQ REWDLQHG IURP

VRXUFHV WKDW WKH LVWULFW EHOLHYHV WR EH UHOLDEOH EXW WKH LVWULFW WDNHV QR UHVSRQVLELOLW\ IRU WKH DFFXUDF\

WKHUHRI

7KH LQIRUPDWLRQ LQ WKLV VHFWLRQ FRQFHUQLQJ 7& DQG 7&¶V ERRN HQWU\ V\ VWHP KDV EHHQ REWDLQHG IURP

VRXUFHV WKDW WKH LVWULFW EHOLHYHV WR EH UHOLDEOH EXW WKH LVWULFW WDNHV QR UHVSRQVLELOLW\ IRU WKH DFFXUDF\

WKHUHRI
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6685(' 8$5$17< 081,&,3$/ 253 0 IRU FRQVLGHUDWLRQ UHFHLYHG KHUHE\

81&21', 7,21$//< 1' 55(92&$%/<DJUHHV WR SD\ WR WKH WUXVWHH WKH 7UXVWHH RU SD\ LQJ DJHQW WKH

3D\ LQJ JHQW DV VHW IRUWK LQ WKH GRFXPHQWDWLRQ SURYLGLQJ IRU WKH LVVXDQFH RI DQG VHFXULQJ WKH RQGV IRU

WKH RQGV IRU WKH EHQHILW RI WKH 2ZQHUV RU DW WKH HOHFWLRQ RI 0 GLUHFWO\ WR HDFK 2ZQHU VXEMHFW RQO\ WR

WKH WHUPV RI WKLV 3ROLF\ ZKLFK LQFOXGHV HDFK HQGRUVHPHQW KHUHWR WKDW SRUWLRQ RI WKH SULQFLSDO RI DQG

LQWHUHVW RQ WKH RQGV WKDW VKDOO EHFRPH XH IRU 3D\PHQW EXW VKDOO EH XQSDLG E\ UHDVRQ RI 1RQSD\ PHQW E\

WKH VVXHU

2Q WKH ODWHU RI WKH GD\ RQ ZKLFK VXFK SULQFLSDO DQG LQWHUHVW EHFRPHV XH IRU 3D\ PHQW RU WKH

XVLQHVV D\ QH[ W IROORZLQJ WKH XVLQHVV D\ RQ ZKLFK 0 VKDOO KDYH UHFHLYHG 1RWLFH RI 1RQSD\ PHQW

0 ZLOO GLVEXUVH WR RU IRU WKH EHQHILW RI HDFK 2ZQHU RI D RQG WKH IDFH DPRXQW RI SULQFLSDO RI DQG LQWHUHVW

RQ WKH RQG WKDW LV WKHQ XH IRU 3D\ PHQW EXW LV WKHQ XQSDLG E\ UHDVRQ RI 1RQSD\ PHQW E\ WKH VVXHU EXW

RQO\ XSRQ UHFHLSW E\ 0 LQ D IRUP UHDVRQDEO\ VDWLVIDFWRU\ WR LW RI D HYLGHQFH RI WKH 2ZQHU V ULJKW WR

UHFHLYH SD\ PHQW RI WKH SULQFLSDO RU LQWHUHVW WKHQ XH IRU 3D\ PHQW DQG E HYLGHQFH LQFOXGLQJ DQ\

DSSURSULDWH LQVWUXPHQWV RI DVVLJQPHQW WKDW DOO RI WKH 2ZQHU V ULJKWV ZLWK UHVSHFW WR SD\ PHQW RI VXFK

SULQFLSDO RU LQWHUHVW WKDW LV XH IRU 3D\ PHQW VKDOO WKHUHXSRQ YHVW LQ 0 1RWLFH RI 1RQSD\ PHQW ZLOO EH

GHHPHG UHFHLYHG RQ D JLYHQ XVLQHVV D\ LI LW LV UHFHLYHG SULRU WR S P 1HZ RUN WLPH RQ VXFK

XVLQHVV D\ RWKHUZLVH LW ZLOO EH GHHPHG UHFHLYHG RQ WKH QH[ W XVLQHVV D\ I DQ\ 1RWLFH RI

1RQSD\ PHQW UHFHLYHG E\ 0 LV LQFRPSOHWH LW VKDOO EH GHHPHG QRW WR KDYH EHHQ UHFHLYHG E\ 0 IRU

SXUSRVHV RI WKH SUHFHGLQJ VHQWHQFH DQG 0 VKDOO SURPSWO\ VR DGYLVH WKH 7UXVWHH 3D\ LQJ JHQW RU

2ZQHU DV DSSURSULDWH ZKR PD\ VXEPLW DQ DPHQGHG 1RWLFH RI 1RQSD\ PHQW 8SRQ GLVEXUVHPHQW LQ

UHVSHFW RI D RQG 0 VKDOO EHFRPH WKH RZQHU RI WKH RQG DQ\ DSSXUWHQDQW FRXSRQ WR WKH RQG RU ULJKW

WR UHFHLSW RI SD\ PHQW RI SULQFLSDO RI RU LQWHUHVW RQ WKH RQG DQG VKDOO EH IXOO\ VXEURJDWHG WR WKH ULJKWV RI WKH

2ZQHU LQFOXGLQJ WKH 2ZQHU V ULJKW WR UHFHLYH SD\ PHQWV XQGHU WKH RQG WR WKH H[ WHQW RI DQ\ SD\ PHQW E\

0 KHUHXQGHU 3D\ PHQW E\ 0 WR WKH 7UXVWHH RU 3D\ LQJ JHQW IRU WKH EHQHILW RI WKH 2ZQHUV VKDOO WR

WKH H[ WHQW WKHUHRI GLVFKDUJH WKH REOLJDWLRQ RI 0 XQGHU WKLV 3ROLF\

FHSW WR WKH H[ WHQW H[ SUHVVO\ PRGLILHG E\ DQ HQGRUVHPHQW KHUHWR WKH IROORZLQJ WHUPV VKDOO KDYH

WKH PHDQLQJV VSHFLILHG IRU DOO SXUSRVHV RI WKLV 3ROLF\ XVLQHVV D\ PHDQV DQ\ GD\ RWKHU WKDQ D D

6DWXUGD\ RU 6XQGD\ RU E D GD\ RQ ZKLFK EDQNLQJ LQVWLWXWLRQV LQ WKH 6WDWH RI 1HZ RUN RU WKH QVXUHU V

LVFDO JHQW DUH DXWKRUL] HG RU UHTXLUHG E\ ODZ RU H[ HFXWLYH RUGHU WR UHPDLQ FORVHG XH IRU 3D\PHQW

PHDQV D ZKHQ UHIHUULQJ WR WKH SULQFLSDO RI D RQG SD\ DEOH RQ WKH VWDWHG PDWXULW\ GDWH WKHUHRI RU WKH GDWH

RQ ZKLFK WKH VDPH VKDOO KDYH EHHQ GXO\ FDOOHG IRU PDQGDWRU\ VLQNLQJ IXQG UHGHPSWLRQ DQG GRHV QRW UHIHU WR

DQ\ HDUOLHU GDWH RQ ZKLFK SD\ PHQW LV GXH E\ UHDVRQ RI FDOO IRU UHGHPSWLRQ RWKHU WKDQ E\ PDQGDWRU\ VLQNLQJ

IXQG UHGHPSWLRQ DFFHOHUDWLRQ RU RWKHU DGYDQFHPHQW RI PDWXULW\ XQOHVV 0 VKDOO HOHFW LQ LWV VROH

GLVFUHWLRQ WR SD\ VXFK SULQFLSDO GXH XSRQ VXFK DFFHOHUDWLRQ WRJHWKHU ZLWK DQ\ DFFUXHG LQWHUHVW WR WKH GDWH

RI DFFHOHUDWLRQ DQG E ZKHQ UHIHUULQJ WR LQWHUHVW RQ D RQG SD\ DEOH RQ WKH VWDWHG GDWH IRU SD\ PHQW RI

LQWHUHVW 1RQSD\ PHQW PHDQV LQ UHVSHFW RI D RQG WKH IDLOXUH RI WKH VVXHU WR KDYH SURYLGHG VXIILFLHQW

IXQGV WR WKH 7UXVWHH RU LI WKHUH LV QR 7UXVWHH WR WKH 3D\ LQJ JHQW IRU SD\ PHQW LQ IXOO RI DOO SULQFLSDO DQG

LQWHUHVW WKDW LV XH IRU 3D\ PHQW RQ VXFK RQG 1RQSD\ PHQW VKDOO DOVR LQFOXGH LQ UHVSHFW RI D RQG DQ\

SD\ PHQW RI SULQFLSDO RU LQWHUHVW WKDW LV XH IRU 3D\ PHQW PDGH WR DQ 2ZQHU E\ RU RQ EHKDOI RI WKH VVXHU

ZKLFK KDV EHHQ UHFRYHUHG IURP VXFK 2ZQHU SXUVXDQW WR WKH

G-1



3DJH RI

3ROLF\ 1R 1

8QLWHG 6WDWHV DQNUXSWF\ RGH E\ D WUXVWHH LQ EDQNUXSWF\ LQ DFFRUGDQFH ZLWK D ILQDO QRQDSSHDODEOH RUGHU

RI D FRXUW KDYLQJ FRPSHWHQW MXULVGLFWLRQ 1RWLFH PHDQV WHOHSKRQLF RU WHOHFRSLHG QRWLFH VXEVHTXHQWO\

FRQILUPHG LQ D VLJQHG ZULWLQJ RU ZULWWHQ QRWLFH E\ UHJLVWHUHG RU FHUWLILHG PDLO IURP DQ 2ZQHU WKH 7UXVWHH RU

WKH 3D\ LQJ JHQW WR 0 ZKLFK QRWLFH VKDOO VSHFLI\ D WKH SHUVRQ RU HQWLW\ PDNLQJ WKH FODLP E WKH 3ROLF\

1XPEHU F WKH FODLPHG DPRXQW DQG G WKH GDWH VXFK FODLPHG DPRXQW EHFDPH XH IRU 3D\ PHQW 2ZQHU

PHDQV LQ UHVSHFW RI D RQG WKH SHUVRQ RU HQWLW\ ZKR DW WKH WLPH RI 1RQSD\ PHQW LV HQWLWOHG XQGHU WKH

WHUPV RI VXFK RQG WR SD\ PHQW WKHUHRI H[ FHSW WKDW 2ZQHU VKDOO QRW LQFOXGH WKH VVXHU RU DQ\ SHUVRQ RU

HQWLW\ ZKRVH GLUHFW RU LQGLUHFW REOLJDWLRQ FRQVWLWXWHV WKH XQGHUO\ LQJ VHFXULW\ IRU WKH RQGV

0 PD\ DSSRLQW D ILVFDO DJHQW WKH QVXUHU V LVFDO JHQW IRU SXUSRVHV RI WKLV 3ROLF\ E\

JLYLQJ ZULWWHQ QRWLFH WR WKH 7UXVWHH DQG WKH 3D\ LQJ JHQW VSHFLI\ LQJ WKH QDPH DQG QRWLFH DGGUHVV RI WKH

QVXUHU V LVFDO JHQW URP DQG DIWHU WKH GDWH RI UHFHLSW RI VXFK QRWLFH E\ WKH 7UXVWHH DQG WKH 3D\LQJ

JHQW D FRSLHV RI DOO QRWLFHV UHTXLUHG WR EH GHOLYHUHG WR 0 SXUVXDQW WR WKLV 3ROLF\ VKDOO EH

VLPXOWDQHRXVO\ GHOLYHUHG WR WKH QVXUHUV LVFDO JHQW DQG WR 0 DQG VKDOO QRW EH GHHPHG UHFHLYHG XQWLO

UHFHLYHG E\ ERWK DQG E DOO SD\ PHQWV UHTXLUHG WR EH PDGH E\ 0 XQGHU WKLV 3ROLF\ PD\ EH PDGH GLUHFWO\

E\ 0 RU E\ WKH QVXUHU V LVFDO JHQW RQ EHKDOI RI 0 7KH QVXUHU V LVFDO JHQW LV WKH DJHQW RI 0

RQO\ DQG WKH QVXUHU V LVFDO JHQW VKDOO LQ QR HYHQW EH OLDEOH WR DQ\ 2ZQHU IRU DQ\ DFW RI WKH QVXUHU V LVFDO

JHQW RU DQ\ IDLOXUH RI 0 WR GHSRVLW RU FDXVH WR EH GHSRVLWHG VXIILFLHQW IXQGV WR PDNH SD\ PHQWV GXH

XQGHU WKLV 3ROLF\

7R WKH IXOOHVW H[ WHQW SHUPLWWHG E\ DSSOLFDEOH ODZ 0 DJUHHV QRW WR DVVHUW DQG KHUHE\ ZDLYHV

RQO\ IRU WKH EHQHILW RI HDFK 2ZQHU DOO ULJKWV ZKHWKHU E\ FRXQWHUFODLP VHWRII RU RWKHUZLVH DQG GHIHQVHV

LQFOXGLQJ ZLWKRXW OLPLWDWLRQ WKH GHIHQVH RI IUDXG ZKHWKHU DFTXLUHG E\ VXEURJDWLRQ DVVLJQPHQW RU

RWKHUZLVH WR WKH H[ WHQW WKDW VXFK ULJKWV DQG GHIHQVHV PD\ EH DYDLODEOH WR 0 WR DYRLG SD\ PHQW RI LWV

REOLJDWLRQV XQGHU WKLV 3ROLF\ LQ DFFRUGDQFH ZLWK WKH H[ SUHVV SURYLVLRQV RI WKLV 3ROLF\

7KLV 3ROLF\ VHWV IRUWK LQ IXOO WKH XQGHUWDNLQJ RI 0 DQG VKDOO QRW EH PRGLILHG DOWHUHG RU

DIIHFWHG E\ DQ\ RWKHU DJUHHPHQW RU LQVWUXPHQW LQFOXGLQJ DQ\ PRGLILFDWLRQ RU DPHQGPHQW WKHUHWR FHSW WR

WKH H[ WHQW H[ SUHVVO\ PRGLILHG E\ DQ HQGRUVHPHQW KHUHWR D DQ\ SUHPLXP SDLG LQ UHVSHFW RI WKLV 3ROLF\ LV

QRQUHIXQGDEOH IRU DQ\ UHDVRQ ZKDWVRHYHU LQFOXGLQJ SD\ PHQW RU SURYLVLRQ EHLQJ PDGH IRU SD\ PHQW RI WKH

RQGV SULRU WR PDWXULW\ DQG E WKLV 3ROLF\ PD\ QRW EH FDQFHOHG RU UHYRNHG 7+,6 32/,&< 6 127
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EXECUTION COPY

010-8272-5688/8

9,940,000

QUAIL CREEK COMMUNITY FACILITIES DISTRICT

SAHUARITA, ARIZONA) 

GENERAL OBLIGATION REFUNDING BONDS, SERIES 2016

BOND PURCHASE AGREEMENT

November 17, 2016

QUAIL CREEK COMMUNITY

FACILITIES DISTRICT

Quail Creek Community Facilities District

375 W. Sahuarita Center Way

Sahuarita, Arizona 85629

The undersigned, Hilltop Securities Inc., acting on its own behalf ( the “ Underwriter”), 

offers to enter into the following agreement with the Quail Creek Community Facilities District

the “ Issuer”), which, upon the Issuer’ s written acceptance of this offer, will be binding upon the

Issuer and upon the Underwriter.  This offer is made subject to the Issuer’ s written acceptance

hereof on or before 11:59 p.m., Arizona time, on the date first written above, and, if not so

accepted, this offer will be subject to withdrawal by the Underwriter upon notice delivered to the

Issuer at any time prior to the acceptance hereof by the Issuer.  The offer of the Underwriter is

made by signing the signature line provided and delivering the signed page to the Issuer.  The

acceptance is made by the Issuer signing the signature line provided and delivering the signed

page to the Underwriter.  Delivery includes sending in the form of a facsimile or telecopy or via

the internet as a portable document format (PDF) file or other replicating image attached to an

electronic message. Terms not otherwise defined in this Bond Purchase Agreement ( this

Agreement”) shall have the same meanings set forth in the Bond Resolution or the Official

Statement (both as defined herein). 

In addition to acceptance of this Agreement by the Issuer, as provided above, the

obligations of the Underwriter under this Agreement shall be conditioned on receipt of a fully-

executed Indemnity Letter (the “ Indemnity Letter”), dated the date hereof, from Robson Ranch

Quail Creek, LLC (the “ Developer”), the form of which is attached hereto as Attachment I. 

1. Purchase and Sale of the Bonds.  Subject to the terms and conditions and in

reliance upon the representations, warranties and agreements set forth herein, the Underwriter

hereby agrees to purchase from the Issuer, and the Issuer hereby agrees to sell and deliver to the

Underwriter, all, but not less than all, of the Issuer’ s General Obligation Refunding Bonds, Series

2016 (the “ Bonds”).  The Bonds shall be as described in, and shall be issued and secured under

the provisions of, the Series 2016 Indenture of Trust and Security Agreement, dated as of

December 1, 2016 (the “ Indenture”), between the Issuer and U.S. Bank National Association, as



2

010-8272-5688/8

trustee ( the “ Trustee”) and authorized by a resolution adopted by the District Board ( the

Board”) on October 24, 2016 (the “ Bond Resolution”), under authority of Title 48, Chapter 4, 

Article 6, Arizona Revised Statutes ( the “ Enabling Act”) and Title 35, Chapter 3, Article 4, 

Arizona Revised Statutes ( the “ Refunding Act”).  The Bonds are being issued to (a) refund and

redeem the Issuer’ s outstanding General Obligation Bonds, Series 2006 ( the “ Bonds Being

Refunded”), issued pursuant to a Series 2006 Indenture of Trust and Security Agreement, dated

as of June 1, 2006 (the “ Prior Indenture”), between the Issuer and Wells Fargo Bank, N.A., as

trustee (the “Prior Trustee”), and (b) pay the costs of issuance of the Bonds. 

Inasmuch as this purchase and sale represents a negotiated transaction, the Issuer

acknowledges and agrees that ( i) the Underwriter is not acting as an agent or fiduciary of the

Issuer, but rather is acting solely in its capacity as underwriter for itself and its own account; ( ii) 

the transaction contemplated by this Agreement is an “ arm’s length,” commercial transaction

between the Issuer and the Underwriter in which the Underwriter is acting solely as a principal

and is not acting as a municipal advisor, financial advisor or fiduciary to the Issuer; ( iii) the

Underwriter has not assumed any advisory or fiduciary responsibility to the Issuer with respect to

the transaction contemplated hereby and the discussions, undertakings and procedures leading

thereto ( irrespective of whether the Underwriter has provided other services or is currently

providing other services to the Issuer on other matters); ( iv) the Underwriter has financial and

other interests that differ from those of the Issuer; (v) the only obligations the Underwriter has to

the Issuer with respect to the transaction contemplated hereby expressly are set forth in this

Agreement; and (v) the Issuer has consulted its own legal, accounting, tax, and other advisors, as

applicable, to the extent it has deemed appropriate.  The Underwriter have provided to the Issuer

prior disclosures under Rule G-17 of the Municipal Securities Rulemaking Board (the “MSRB”), 

which have been received by the Issuer. 

The principal amount, the maturities, the redemption provisions and the interest rates per

annum and resulting yields for the Bonds are set forth in the Schedule hereto. 

The Bonds will be dated as of the date of the initial authentication and delivery thereof. 

The Bonds will be purchased by the Underwriter at the net purchase price of

9,950,058.91, consisting of the par amount of the Bonds, plus net original issue premium of

57,693.65 and less the Underwriter’s discount of $47,634.74. For convenience, the Underwriter

shall pay by the Closing ( as defined herein), on behalf of the Issuer, $ 145,988.68 from the

proceeds of the Bonds to the Insurer (as such term is hereinafter defined) as payment of the bond

insurance premium for the Policy (as such term is hereinafter defined).  

2. Public Offering.  The Underwriter agrees to make a bona fide public offering of

all of the Bonds at a price not to exceed the public offering price set forth on the inside front

cover page of the Official Statement and may subsequently change such offering price without

any requirement of prior notice.  The Underwriter may offer and sell Bonds to certain dealers

including dealers depositing Bonds into investment trusts) and others at prices lower or higher

than the public offering price stated on the inside front cover page of the Official Statement. 
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3. The Official Statement. 

a) The Preliminary Official Statement, dated October 26, 2016 (including the

cover page, the inside front cover page and Appendices thereto, the “ Preliminary Official

Statement”), of the Issuer relating to the Bonds, as to be subsequently revised to reflect

the changes resulting from the sale of the Bonds and including amendments or

supplements thereto, is hereinafter called the “Official Statement.” 

b) The Preliminary Official Statement has been prepared by the Issuer for use

by the Underwriter in connection with the public offering, sale and distribution of the

Bonds by the Underwriter.  The Issuer hereby deems the Preliminary Official Statement

final” as of its date, except for the omission of such information which is dependent

upon the final pricing of the Bonds for completion, all as permitted to be excluded by

Section (b)(1) of Rule 15c2-12 under the Securities Exchange Act of 1934 (the “Rule”). 

c) The Issuer represents that the Board has reviewed and approved the

information in the Official Statement and hereby authorizes the Official Statement and

the information therein contained to be used by the Underwriter in connection with the

public offering and the sale of the Bonds.  The Issuer ratifies the use by the Underwriter

prior to the date hereof of the Preliminary Official Statement in connection with the

public offering of the Bonds.  The Issuer shall provide, or cause to be provided, to the

Underwriter as soon as practicable after the date of the Issuer’ s acceptance of this

Agreement (but, in any event, not later than within seven business days after the Issuer’ s

acceptance of this Agreement and in sufficient time to accompany any confirmation that

requests payment from any customer) copies of the Official Statement which is complete

as of the date of its delivery to the Underwriter in such quantity as the Underwriter shall

request in order for the Underwriter to comply with Section (b)(4) of the Rule and the

rules of the MSRB. 

d) If, after the date of this Agreement to and including the date the

Underwriter is no longer required to provide an Official Statement to potential customers

who request the same pursuant to the Rule (the earlier of (i) 90 days from the “ end of the

underwriting period” ( as defined in the Rule) and ( ii) the time when the Official

Statement is available to any person from the MSRB, but in no case less than 25 days

after the “ end of the underwriting period” for the Bonds), the Issuer becomes aware of

any fact or event which might or would cause the Official Statement, as then

supplemented or amended, to contain any untrue statement of a material fact or to omit to

state a material fact required to be stated therein or necessary to make the statements

therein not misleading, or if it is necessary to amend or supplement the Official Statement

to comply with law, the Issuer will notify the Underwriter (and for the purposes of this

clause provide the Underwriter with such information as it may from time to time

request), and if, in the opinion of the Issuer or the Underwriter, such fact or event

requires preparation and publication of a supplement or amendment to the Official

Statement, the Issuer will forthwith prepare and furnish, at the Issuer’ s own expense (in a

form and manner approved by the Underwriter), a reasonable number of copies of either

amendments or supplements to the Official Statement so that the statements in the

Official Statement as so amended and supplemented will not contain any untrue
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statement of a material fact or omit to state a material fact required to be stated therein or

necessary to make the statements therein not misleading or so that the Official Statement

will comply with law.  If such notification shall be subsequent to the Closing, the Issuer

shall furnish such legal opinions, certificates, instruments and other documents as the

Underwriter may deem necessary to evidence the truth and accuracy of such supplement

or amendment to the Official Statement. 

e) The Underwriter hereby agrees to file the Official Statement with the

MSRB.  Unless otherwise notified in writing by the Underwriter, the Issuer can assume

that the “end of the underwriting period” for purposes of the Rule is the Closing Date (as

defined herein). 

4. Representations, Warranties, and Covenants of the Issuer.  The undersigned, on

behalf of the Issuer, but not individually, hereby represents and warrants to and covenants with

the Underwriter that: 

a) The Issuer is a community facilities district duly organized and validly

existing pursuant to the Enabling Act, and has full legal right, power and authority under

the Enabling Act and the Refunding Act and the Bond Resolution to ( i) authorize, 

execute, deliver and issue, as applicable ( A) this Agreement, ( B) the Bonds, ( C) the

Indenture, (D) a Series 2016 Standby Contribution Agreement, dated as of December 1, 

2016 ( the “ Standby Contribution Agreement”), among the Issuer, the Trustee and the

Developer, ( E) a Series 2016 Credit Depository Agreement, dated as of December 1, 

2016 (the “ Depository Agreement”), by and between the Issuer and U.S. Bank National

Association, as depository (the “ Depository”), ( F) an Undertaking and, together with this

Agreement, the Indenture, the Standby Contribution Agreement and the Depository

Agreement, the “ Issuer Documents”) which satisfies the requirements of Section (b)(5)(i) 

of the Rule ( the “ Undertaking” ); ( ii) to sell, issue and deliver the Bonds to the

Underwriter as provided herein and; ( iii) to refund the Bonds Being Refunded and to

carry out and consummate the transactions contemplated by the Bond Resolution, the

Issuer Documents and the Official Statement, and the Issuer has complied, and will at the

Closing be in compliance in all respects, with the terms of the Enabling Act, the

Refunding Act, the Bond Resolution and the Issuer Documents as they pertain to such

transactions; 

b) By all necessary official action of the Issuer prior to or concurrently with

the acceptance hereof, the Issuer has duly authorized all necessary action to be taken by it

for (i) the adoption of the Bond Resolution and the issuance and sale of the Bonds, (ii) the

approval, execution and delivery of, and the performance by the Issuer of the obligations

on its part contained in, the Bonds and the Issuer Documents and (iii) the consummation

by it of all other transactions contemplated by the Official Statement and the Issuer

Documents and any and all such other agreements and documents as may be required to

be executed, delivered and/or received by the Issuer in order to carry out, give effect to, 

and consummate the transactions contemplated herein and in the Official Statement; 

c) The Issuer Documents constitute legal, valid and binding obligations of

the Issuer, enforceable in accordance with their respective terms, subject to bankruptcy, 
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insolvency, reorganization, moratorium and other similar laws and principles of equity

relating to or affecting the enforcement of creditors’ rights and, in the case of the

Undertaking, annual appropriation of amounts to pay for compliance therewith, and the

Bonds, when issued, delivered and paid for, in accordance with the Bond Resolution and

this Agreement, will constitute legal, valid and binding general obligations of the Issuer, 

entitled to the benefits of the Bond Resolution and enforceable in accordance with their

terms, subject to bankruptcy, insolvency, reorganization, moratorium and other similar

laws and principles of equity relating to or affecting the enforcement of creditors’ rights

and all actions necessary to create a legal, valid and binding levy on all of the taxable

property in the Issuer of a direct, annual, ad valorem tax, unlimited as to rate, sufficient to

pay all the principal of and interest on the Bonds as the same become due; provided, 

however, that the total aggregate of taxes levied to pay the principal of and interest on the

Bonds in the aggregate shall not exceed the total aggregate principal and interest to

become due on the Bonds Being Refunded from the date of issuance of the Bonds to the

final maturity date of the Bonds Being Refunded, shall have been or shall be taken to the

extent such action may be taken at or prior to the Closing;  

d) The Issuer is not in material breach of or default in any material respect

under any applicable constitutional provision, law or administrative regulation of the

State of Arizona (the “ State”) or the United States or any applicable judgment or decree

or any loan agreement, indenture, bond, note, resolution, agreement or other instrument

to which the Issuer is a party or to which the Issuer is or any of its property or assets are

otherwise subject, no event has occurred and is continuing which constitutes or with the

passage of time or the giving of notice, or both, would constitute a material default or

event of default by the Issuer under any of the foregoing, and the execution and delivery

of the Bonds and the Issuer Documents and the adoption of the Bond Resolution, and

compliance with the provisions on the Issuer’ s part contained therein, will not conflict

materially with or constitute a material breach of or default under any constitutional

provision, administrative regulation, judgment, decree, loan agreement, indenture, bond, 

note, resolution, agreement or other instrument to which the Issuer is a party or to which

the Issuer is or to which any of its property or assets are otherwise subject; 

e) All authorizations, approvals, licenses, permits, consents and orders of any

governmental authority, legislative body, board, agency or commission having

jurisdiction of the matter which are required for the due authorization of, which would

constitute a condition precedent to or the absence of which would materially adversely

affect the due performance by the Issuer of its obligations under the Bond Resolution, the

Issuer Documents and the Bonds have been duly obtained, except for such approvals, 

consents and orders as may be required under the “ blue sky” or securities laws of any

jurisdiction in connection with the offering and sale of the Bonds; 

f) The Bonds, the Bond Resolution and the application of the proceeds of the

sale of the Bonds conform to the descriptions thereof contained in the Official Statement

under the caption “ THE BONDS” and “ PLAN OF REFUNDING” and the Undertaking

conforms to the description thereof contained in the Official Statement under the caption

CONTINUING DISCLOSURE”; 
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g) There is no litigation, action, suit, proceeding, inquiry or investigation, at

law or in equity, before or by any court, government agency, public board or body, 

pending or overtly threatened against the Issuer, affecting the existence of the Issuer or

the titles of its officers to their respective offices, or affecting or seeking to prohibit, 

restrain or enjoin the sale, issuance or delivery of the Bonds or the refunding of the

Bonds Being Refunded or the levying, assessment or collection of the property taxes for

the payment of the Bonds pursuant to the Bond Resolution or in any way contesting or

affecting the adoption of the Bond Resolution or the validity or enforceability of the

Bonds or the Issuer Documents, or contesting the exclusion from gross income of interest

on the Bonds for federal income tax purposes or State income tax purposes, or contesting

in any way the completeness or accuracy of the Preliminary Official Statement or the

Official Statement or any supplement or amendment thereto, or contesting the powers of

the Issuer or any authority for the issuance of the Bonds, the adoption of the Bond

Resolution or the execution and delivery of the Issuer Documents, nor, to the best

knowledge of the Issuer, is there any basis therefor, wherein an unfavorable decision, 

ruling or finding would materially adversely affect the validity or enforceability of the

Bonds or the Issuer Documents; 

h) As of the date thereof, the Preliminary Official Statement did not contain

any untrue statement of a material fact or omit to state a material fact required to be

stated therein or necessary to make the statements therein, in the light of the

circumstances under which they were made, not misleading, provided that, as to

information provided by the Developer relating to the Developer or the Project ( as

defined in the Official Statement), the Issuer is relying solely on the information

provided; 

i) At the time of the Issuer’ s acceptance hereof and ( unless the Official

Statement is amended or supplemented pursuant to paragraph ( d) of Section 3 of this

Agreement) at all times subsequent thereto during the period up to and including the

Closing Date, the Official Statement does not and will not contain any untrue statement

of a material fact or omit to state any material fact required to be stated therein or

necessary to make the statements therein, in light of the circumstances under which they

were made, not misleading, provided that, as to information provided by the Developer

relating to the Developer or the Project, the Issuer is relying solely on the information

provided; 

j) If the Official Statement is supplemented or amended pursuant to

paragraph ( d) of Section 3 of this Agreement, at the time of each supplement or

amendment thereto and (unless subsequently again supplemented or amended pursuant to

such paragraph) at all times subsequent thereto during the period up to and including the

Closing Date, the Official Statement as so supplemented or amended will not contain any

untrue statement of a material fact or omit to state any material fact required to be stated

therein or necessary to make the statements therein, in light of the circumstances under

which made, not misleading, provided that, as to information provided by the Developer

relating to the Developer or the Project, the Issuer is relying solely on the information

provided; 
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k) The Issuer will apply, or cause to be applied, the proceeds from the sale of

the Bonds as provided in and subject to all of the terms and provisions of the Bond

Resolution and will not take or omit to take any action which action or omission will

adversely affect the exclusion from gross income for federal income tax purposes or State

income tax purposes of the interest on the Bonds; 

l) The Issuer will furnish such information and execute such instruments and

take such action in cooperation with the Underwriter as the Underwriter may reasonably

request ( A) to ( y) qualify the Bonds for offer and sale under the “ blue sky” or other

securities laws and regulations of such states and other jurisdictions in the United States

as the Underwriter may designate and ( z) determine the eligibility of the Bonds for

investment under the laws of such states and other jurisdictions and (B) to continue such

qualifications in effect so long as required for the distribution of the Bonds (provided, 

however, that the Issuer will not be required to qualify as a foreign corporation or to file

any general or special consents to service of process under the laws of any jurisdiction) 

and will advise the Underwriter immediately of receipt by the Issuer of any notification

with respect to the suspension of the qualification of the Bonds for sale in any jurisdiction

or the initiation or threat of any proceeding for that purpose; 

m) The Issuer has fully submitted to the Arizona Department of Revenue and

the Arizona State Treasurer’ s Office, as applicable, the information required with respect

to previous issuances of bonds, securities and lease-purchase agreements of the Issuer

pursuant to Section 35-501(B), Arizona Revised Statutes, as amended, and will file the

information relating to the Bonds required to be submitted to the Arizona State

Treasurer’ s Office pursuant thereto within 60 days of the Closing Date; 

n) The Issuer has executed and delivered or shall execute and deliver prior to

the Closing, and in time for the Closing to occur at its specified time, the documents

required to cause the Bonds to be eligible for deposit with DTC (as herein defined) or

other securities depositories; 

o) Except as otherwise indicated in the Official Statement, the Issuer has

been and is in material compliance during the previous five years with the terms of all

continuing disclosure undertakings previously executed by the Issuer pursuant to the

Rule; 

p) Prior to the Closing, the Issuer will not offer or issue any bonds, notes or

other obligations for borrowed money or incur any material liabilities, direct or

contingent, in each case payable from the same source as the Bonds, without the prior

approval of the Underwriter and

q) Any certificate, signed by any official of the Issuer authorized to do so in

connection with the transactions contemplated by this Agreement shall be deemed a

representation and warranty by the Issuer to the Underwriter as to the statements made

therein. 



8

010-8272-5688/8

5. Closing. 

a) Before 10:00 a.m., Arizona time, on December 6, 2016 ( the “ Closing

Date”), or at such other time and date as shall have been mutually agreed upon by the

Issuer and the Underwriter, the Issuer will, subject to the terms and conditions hereof, 

deliver the Bonds to the Underwriter duly executed and authenticated, together with the

other documents hereinafter mentioned, and the Underwriter will, subject to the terms

and conditions hereof, accept such delivery and pay the purchase price of the Bonds as

set forth in Section 1 of this Agreement by wire transfer payable in immediately available

funds to the order of the Issuer (the “ Closing”).  Payment for the Bonds as aforesaid shall

be made at the offices of Greenberg Traurig, LLP (“Bond Counsel”) or such other place

as shall have been mutually agreed upon by the Issuer and the Underwriter. 

b) Delivery of the Bonds shall be made through the facilities of The

Depository Trust Company, New York, New York (“DTC”), or, in the case of a “ Fast

Automated Securities Transfer” with the bond registrar and paying agent for purposes of

the Bond Registrar and Paying Agent Agreement or by such other means as shall have

been mutually agreed upon by the Issuer and the Underwriter.  The Bonds shall be

prepared in definitive fully registered form, bearing CUSIP numbers without coupons, 

with one Bond for each maturity of the Bonds, registered in the name of Cede & Co., all

as provided in the Bond Resolution, and shall be made available to the Underwriter at

least one business day before the Closing for purposes of inspection. 

6. Closing Conditions.  The Underwriter has entered into this Agreement in reliance

upon the representations, warranties and agreements of the Issuer contained herein and of the

Developer contained in the Indemnity Letter, and in reliance upon the representations, warranties

and agreements to be contained in the documents and instruments to be delivered at the Closing

and upon the performance by the Issuer of its obligations hereunder, both as of the date hereof

and as of the Closing Date.  Accordingly, the Underwriter’s obligations under this Agreement to

purchase, to accept delivery of and to pay for the Bonds shall be conditioned upon the

performance by the Issuer of its obligations to be performed hereunder and by the Developer of

its obligations pursuant to the Indemnity Letter and under such documents and instruments at or

prior to the Closing, and shall also be subject to the following additional conditions, including

the delivery by the Issuer of such documents as are enumerated herein, in form and substance

reasonably satisfactory to the Underwriter: 

a) The representations and warranties of the Issuer contained herein and the

representations and warranties of the Developer in the Indemnity Letter shall be true, 

complete and correct on the date hereof and on and as of the Closing Date, as if made on

the Closing Date; 

b) The Issuer shall have performed and complied with all agreements and

conditions required by this Agreement to be performed or complied with by it prior to or

at the Closing; 

c) At the time of the Closing, (i) the Bond Resolution, the Issuer Documents

and the Bonds shall be in full force and effect in the form heretofore approved by the
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Underwriter and shall not have been amended, modified or supplemented, and the

Official Statement shall not have been supplemented or amended, except in any such case

as may have been agreed to by the Underwriter and (ii) all actions of the Issuer required

to be taken by the Issuer shall be performed in order for Bond Counsel and counsel to the

Underwriter to deliver their respective opinions referred to hereafter; 

d) At the time of the Closing, all official action of the Issuer relating to the

Bonds, the Bond Resolution and the Issuer Documents shall be in full force and effect

and shall not have been amended, modified or supplemented; 

e) At or prior to the Closing, the Bond Resolution shall have been duly

executed and delivered by the Issuer and the Issuer shall have duly executed and

delivered and the registrar for the Bonds shall have duly authenticated the Bonds; 

f) At the time of the Closing, there shall not have occurred any change or

any development involving a prospective change in the condition, financial or otherwise, 

or operations of the Issuer or the Developer from that set forth in the Official Statement

that, in the judgment of the Underwriter, is material and adverse and that makes it, in the

judgment of the Underwriter, impracticable to market the Bonds on the terms and in the

manner contemplated in the Official Statement; 

g) The Issuer shall not have failed to pay principal or interest when due on

any of its outstanding obligations for borrowed money; 

h) All steps to be taken and all instruments and other documents to be

executed, and all other legal matters in connection with the transactions contemplated by

this Agreement shall be reasonably satisfactory in legal form and effect to the

Underwriter; 

i) At or prior to the Closing, the Underwriter shall have received copies of

each of the following documents: 

1) The Official Statement, executed on behalf of the Issuer by the

Chairman of the Board or such other official as may have been agreed to by the

Underwriter, and the reports and audits referred to or appearing in the Official

Statement; 

2) The Bond Resolution with such supplements or amendments as

may have been agreed to by the Underwriter; 

3) The Issuer Documents; 

4) The approving opinion of Bond Counsel, dated the Closing Date, 

with respect to the Bonds, in substantially the form attached to the Official

Statement along with a reliance letter with respect thereto, dated the Closing Date

and addressed to the Underwriter; 
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5) A supplemental opinion of Bond Counsel, dated the Closing Date, 

addressed to the Underwriter and in substantially the form attached hereto as

Exhibit A; 

6) An opinion of Maguire Pearce & Storey, PLLC, as counsel to the

Developer, dated the Closing Date, addressed to the Underwriter and the Issuer

and in substantially the form attached hereto as Exhibit B; 

7) An opinion of counsel to the Underwriter, dated the Closing Date, 

addressed to the Underwriter and in substantially the form attached hereto as

Exhibit C; 

8) A certificate from the Developer, dated the Closing Date, to the

effect that the representations and warranties contained in the Indemnity Letter

and in the documents executed by the Developer in connection with the issuance

of the Bonds are true and correct in all material respects as of the Closing Date; 

9) A certificate, dated the Closing Date, of appropriate representatives

of the Issuer substantially to the effect that: 

i) the representations and warranties of the Issuer contained

herein are true and correct in all material respects on and as of the Closing

Date as if made on the Closing Date; 

ii) no litigation or proceeding against it is pending or, to the

best of such representatives’ knowledge, threatened in any court or

administrative body which would (a) contest the right of the members or

officials of the Issuer to hold and exercise their respective positions, ( b) 

contest the due organization and valid existence of the Issuer, (c) contest

the validity, due authorization and execution of the Bonds or the Issuer

Documents or (d) attempt to limit, enjoin or otherwise restrict or prevent

the Issuer from functioning and levying, assessing and collecting the

property taxes from which the Bonds are payable pursuant to the Bond

Resolution, nor, to the best of such representatives’ knowledge, is there

any basis therefor, wherein an unfavorable decision, ruling or finding

would materially, adversely affect the validity or enforceability of the

Bonds or the Issuer Documents or have a material, adverse effect on the

financial condition of the Issuer; 

iii) the Bond Resolution has been duly adopted by the Board of

Directors of the Issuer, is in full force and effect and has not been

modified, amended or repealed; 

iv) to the best of such representative’ s knowledge and belief, 

no event affecting the Issuer has occurred since the date of the Official

Statement which should be disclosed in the Official Statement for the

purpose for which it is to be used or which it is necessary to disclose

therein in order to make the statements and information therein, in light of
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the circumstances under which made, not misleading in any respect as of

the Closing, and the information contained in the Official Statement is

correct in all material respects and, as of the date of the Official Statement

did not, and as of the Closing does not, contain any untrue statement of a

material fact or omit to state a material fact required to be stated therein or

necessary to make the statements made therein, in the light of the

circumstances under which they were made, not misleading in any

material respect, provided that, as to information provided by the

Developer relating to the Developer or the Project, the Issuer is relying

solely on the information provided. 

10) A certificate, dated the Closing Date, of appropriate representatives

of the Issuer in form and substance satisfactory to Bond Counsel ( i) setting forth

the facts, estimates and circumstances in existence on the date of the Closing, 

which establish that it is not expected that the proceeds of the Bonds will be used

in a manner that would cause the Bonds to be “ arbitrage bonds” within the

meaning of Section 148 of the Internal Revenue Code of 1986, as amended ( the

Code”), and any applicable regulations ( whether final, temporary or proposed), 

issued pursuant to the Code, and (ii) certifying that to the best of their knowledge

and belief, there are no other facts, estimates or circumstances that would

materially change the conclusions, representations and expectations contained in

such certificate; 

11) Any other certificates and opinions required by the Bond

Resolution for the issuance thereunder of the Bonds; 

12) Evidence that Assured Guaranty Municipal Corp. ( the “ Insurer”) 

has issued its municipal bond insurance policy (the “ Policy”) with respect to the

Bonds as well as appropriate opinions and certifications from the Insurer relating

to the Policy; 

13) Letter from Standard & Poor’s Financial Services LLC, confirming

that the Bonds have been rated “ AA”, based on issuance of the Policy, which

rating shall be in effect on the date of Closing; 

14) A certificate of the Depository, to the effect that the Letter of

Credit ( the “ Letter of Credit”) issued by Western Alliance Bank ( the “ Bank”) 

meeting the requirements contained in the Depository Agreement and as

described in the Official Statement have been received and are held by the

Depository under the Depository Agreement, together with the opinion of counsel

to the Bank, dated the date of the Closing, addressed to the Underwriter and the

Issuer, regarding the due execution, delivery and enforceability of the Letter of

Credit against the Bank;  

15) A certificate of the Prior Trustee, to the effect that moneys

sufficient to effectuate the refunding of the Bonds Being Refunded have been
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received and that such moneys or obligations have been deposited under the Prior

Indenture; 

16) Such other opinions of counsel as are required in connection with

the refunding of the Bonds Being Refunded; 

17) The filing copy of the Information Return Form 8038-G (IRS) for

the Bonds; 

18) The filing copy of the Report of Bond and Security Issuance for

the Arizona State Treasurer’ s Office pursuant to Section 35-501(B), Arizona

Revised Statutes, as amended, and

19) Such additional legal opinions, certificates, instruments and other

documents as the Underwriter may reasonably request to evidence the truth and

accuracy, as of the date hereof and as of the Closing Date, of the representations

and warranties of the Issuer and the Developer, contained herein and of the

statements and information contained in the Official Statement and the due

performance or satisfaction by the Issuer and the Developer on or prior to the

Closing Date of all the respective agreements then to be performed and conditions

then to be satisfied by the Issuer and the Developer, respectively. 

All of the opinions, letters, certificates, instruments and other documents

mentioned above or elsewhere in this Agreement shall be deemed to be in

compliance with the provisions hereof if, but only if, they are in form and

substance satisfactory to the Underwriter. 

If the Issuer or the Developer shall be unable to satisfy the conditions to the

obligations of the Underwriter to purchase, to accept delivery of and to pay for the

Bonds contained in this Agreement, or if the obligations of the Underwriter to

purchase, to accept delivery of and to pay for the Bonds shall be terminated for

any reason permitted by this Agreement, this Agreement shall terminate and

neither the Underwriter nor the Issuer shall be under any further obligation

hereunder, except that the respective obligations of the Issuer and the Underwriter

set forth in Sections 4 and 8(c) hereof shall continue in full force and effect. 

7. Termination.  The Underwriter shall have the right to cancel its obligation to

purchase the Bonds if, between the date of this Agreement and the Closing, the market price or

marketability of the Bonds shall be materially adversely affected, in the sole judgment of the

Underwriter, by the occurrence of any of the following: 

a) legislation shall be enacted by or introduced in the Congress of the United

States or recommended to the Congress for passage by the President of the United States, 

or the Treasury Department of the United States or the Internal Revenue Service or any

member of the Congress or the State legislature or favorably reported for passage to

either House of the Congress by any committee of such House to which such legislation

has been referred for consideration, a decision by a court of the United States or of the

State or the United States Tax Court shall be rendered, or an order, ruling, regulation
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final, temporary or proposed), press release, statement or other form of notice by or on

behalf of the Treasury Department of the United States, the Internal Revenue Service or

other governmental agency shall be made or proposed, the effect of any or all of which

would be to impose, directly or indirectly, federal income taxation or State income

taxation upon income of the general character to be derived by the Issuer pursuant to the

Bond Resolution, or upon interest received on obligations of the general character of the

Bonds or, with respect to State taxation, of the interest on the Bonds as described in the

Official Statement, or other action or events shall have transpired which may have the

purpose or effect, directly or indirectly, of changing the federal income tax consequences

or State income tax consequences of any of the transactions contemplated herein; 

b) legislation introduced in or enacted (or resolution passed) by the Congress

or an order, decree, or injunction issued by any court of competent jurisdiction, or an

order, ruling, regulation ( final, temporary, or proposed), press release or other form of

notice issued or made by or on behalf of the Securities and Exchange Commission, or any

other governmental agency having jurisdiction of the subject matter, to the effect that

obligations of the general character of the Bonds, including any or all underlying

arrangements, are not exempt from registration under or other requirements of the 1933

Act, or that the Bond Resolution is not exempt from qualification under or other

requirements of the Trust Indenture Act, or that the issuance, offering, or sale of

obligations of the general character of the Bonds, including any or all underlying

arrangements, as contemplated hereby or by the Official Statement or otherwise, is or

would be in violation of the federal securities law as amended and then in effect; 

c) any state “ blue sky” or securities commission or other governmental

agency or body shall have withheld registration, exemption or clearance of the offering of

the Bonds as described herein, or issued a stop order or similar ruling relating thereto; 

d) a general suspension of trading in securities on the New York Stock

Exchange or the American Stock Exchange, the establishment of minimum prices on

either such exchange, the establishment of material restrictions (not in force as of the date

hereof) upon trading securities generally by any governmental authority or any national

securities exchange, a general banking moratorium declared by federal, State of New

York, or State officials authorized to do so; 

e) the New York Stock Exchange or other national securities exchange or

any governmental authority, shall impose, as to the Bonds or as to obligations of the

general character of the Bonds, any material restrictions not now in force, or increase

materially those now in force, with respect to the extension of credit by, or the charge to

the net capital requirements of, the Underwriter; 

f) any amendment to the federal or State Constitution or action by any

federal or state court, legislative body, regulatory body, or other authority materially

adversely affecting the tax status of the Issuer, its property or income securities ( or

interest thereon); 
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g) any event occurring, or information becoming known which, in the

judgment of the Underwriter, makes untrue in any material respect any statement or

information contained in the Official Statement, or has the effect that the Official

Statement contains any untrue statement of material fact or omits to state a material fact

required to be stated therein or necessary to make the statements therein, in the light of

the circumstances under which they were made, not misleading; 

h) there shall have occurred since the date of this Agreement any materially

adverse change in the affairs or financial condition of the Issuer or the Developer; 

i) the United States shall have become engaged in hostilities which have

resulted in a declaration of war or a national emergency or there shall have occurred any

other outbreak or escalation of hostilities or a national or international calamity or crisis, 

financial or otherwise; 

j) any fact or event shall exist or have existed that, in the Underwriter’ s

judgment, requires or has required an amendment of or supplement to the Official

Statement; 

k) there shall have occurred or any notice shall have been given of any

intended review, downgrading, suspension, withdrawal, or negative change in credit

watch status by any national rating service to any of the Issuer’ s obligations;  

l) the purchase of and payment for the Bonds by the Underwriter, or the

resale of the Bonds by the Underwriter, on the terms and conditions herein provided shall

be prohibited by any applicable law, governmental authority, board, agency or

commission. 

8. Expenses. 

a) The Underwriter shall be under no obligation to pay, and the Issuer shall

pay, any expenses incident to the performance of the Issuer’ s obligations hereunder, 

including, but not limited to ( i) the cost of the preparation and printing of the Bond

Resolution, the Issuer Documents, the Preliminary Official Statement and the Official

Statement ( including any amendments or supplements thereto); ( ii) the cost of

preparation and printing of the Bonds, (iii) the fees and disbursements of Bond Counsel

and counsel to the Underwriter; (iv) the fees and disbursements of any other engineers, 

accountants, and other experts, consultants or advisers retained by the Issuer and (v) the

fees for bond ratings and credit enhancement fees or premiums, if any.  The Issuer shall

also pay for any expenses ( included in the expense component of the Underwriter’s

discount) incurred by the Underwriter which are incidental to implementing this

Agreement, including, but not limited to, meals, transportation and lodging, if any, and

any other miscellaneous closing costs. 

b) The Underwriter shall pay (i) all advertising expenses in connection with

the public offering of the Bonds; and (ii) all other expenses incurred by it in connection

with the public offering of the Bonds. 
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c) If this Agreement shall be terminated by the Underwriter because of any

failure or refusal on the part of the Issuer to comply with the terms or to fulfill any of the

conditions of this Agreement, or if for any reason the Issuer shall be unable to perform its

obligations under this Agreement, the Issuer will reimburse the Underwriter for all “out-

of-pocket” expenses (including the fees and disbursements of counsel to the Underwriter) 

reasonably incurred by the Underwriter in connection with this Agreement or the offering

contemplated hereunder. 

d) The Issuer acknowledges that it has had an opportunity to evaluate and

consider the fees and expenses being incurred as part of the issuance of the Bonds. 

9. Notices.  Any notice or other communication to be given to the Issuer under this

Agreement may be given by delivering the same in writing to the address set forth on the first

page of this Agreement, and any notice or other communication to be given to the Underwriter

under this Agreement may be given by delivering the same in writing to Hilltop Securities Inc., 

2398 E. Camelback Road, Suite 340, Phoenix, AZ 85016, Attention:  Janelle Gold. 

10. Parties in Interest.  This Agreement as heretofore specified shall constitute the

entire agreement between us and is made solely for the benefit of the Issuer and the Underwriter

including successors or assigns of the Underwriter) and no other person shall acquire or have

any right hereunder or by virtue hereof.  This Agreement may not be assigned by the Issuer.  All

of the Issuer’ s representations, warranties and agreements contained in this Agreement shall

remain operative and in full force and effect, regardless of (i) any investigations made by or on

behalf of any of the Underwriter; ( ii) delivery of and payment for the Bonds pursuant to this

Agreement and (iii) any termination of this Agreement. 

11. Effectiveness.  This Agreement shall become effective upon the acceptance

hereof by the Issuer and shall be valid and enforceable at the time of such acceptance. 

12. Choice of Law.  This Agreement shall be governed by and construed in

accordance with the law of the State. 

13. Severability.  If any provision of this Agreement shall be held or deemed to be or

shall, in fact, be invalid, inoperative or unenforceable as applied in any particular case in any

jurisdiction or jurisdictions, or in all jurisdictions because it conflicts with any provisions of any

Constitution, statute, rule of public policy, or any other reason, such circumstances shall not have

the effect of rendering the provision in question invalid, inoperative or unenforceable in any

other case or circumstance, or of rendering any other provision or provisions of this Agreement

invalid, inoperative or unenforceable to any extent whatever. 

14. Business Day.  For purposes of this Agreement, “ business day” means any day on

which the New York Stock Exchange is open for trading. 

15. Section Headings.  Section headings have been inserted in this Agreement as a

matter of convenience of reference only, and it is agreed that such section headings are not a part

of this Agreement and will not be used in the interpretation of any provisions of this Agreement. 
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16. Counterparts.  This Agreement may be executed in several counterparts each of

which shall be regarded as an original ( with the same effect as if the signatures thereto and

hereto were upon the same document) and all of which shall constitute one and the same

document. 

17. Notice Concerning Cancellation of Contracts.  As required by the provisions of

Arizona Revised Statutes, Section 38-511, notice is hereby given that the State, its political

subdivisions (including the Issuer) or any department or agency of either may, within three years

after its execution, cancel any contract, without penalty or further obligation, made by the State, 

its political subdivisions, or any of the departments or agencies of either if any person

significantly involved in initiating, negotiating, securing, drafting or creating the contract on

behalf of the State, its political subdivisions, or any of the departments or agencies of either is, at

any time while the contract or any extension of the contract is in effect, an employee or agent of

any other party to the contract in any capacity or a consultant to any other party of the contract

with respect to the subject matter of the contract. The cancellation shall be effective when written

notice from the Governor or the chief executive officer or governing body of the political

subdivision is received by all other parties to the contract unless the notice specifies a later time. 

The State, its political subdivisions or any department or agency of either may recoup any fee or

commission paid or due to any person significantly involved in initiating, negotiating, securing, 

drafting or creating the contract on behalf of the State, its political subdivisions or any

department or agency of either from any other party to the contract arising as the result of the

contract.  This section is not intended to expand or enlarge the rights of the Issuer hereunder

except as required by such Section 38-511.  Each of the parties hereto hereby certifies that it is

not presently aware of any violation of such Section 38-511 which would adversely affect the

enforceability of this Agreement and covenants that it shall take no action which would result in

a violation of such Section. 

Remainder of page left blank intentionally]
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SCHEDULE

9,940,000

QUAIL CREEK COMMUNITY FACILITIES DISTRICT

SAHUARITA, ARIZONA) 

GENERAL OBLIGATION REFUNDING BONDS, 

SERIES 2016

DATED DATE:  CLOSING DATE

Maturity Date

July 15)      

Principal

Amount

Interest

Rate Yield

2017 $ 150,000 2.000% 1.120% 

2018 365,000 2.000 1.450

2019 670,000 2.000 1.770

2020 685,000 3.000 2.000

2021 705,000 3.000 2.210

2022 725,000 3.000 2.340

2023 745,000 3.000 2.540

2024 770,000 3.000 2.710

2025 795,000 3.000 2.860

2026 815,000 3.000 3.000

2027 840,000 3.000 3.150

2028 865,000 3.000 3.250

2029 890,000 3.125 3.350

2030 920,000 3.250 3.400

Redemption

Optional Redemption.  The Bonds maturing on or before July 15, 2026 will not be

subject to redemption prior to their stated maturity date.  The Bonds maturing on and after July

15, 2027 will be subject to optional redemption prior to maturity, at the direction of the Issuer, in

whole or in part in denominations of $5,000 or integral multiples thereof from maturities selected

by the Issuer, on July 15, 2026 and on any date thereafter, at a redemption price equal to the

principal amount of Bonds being redeemed plus accrued interest to the date fixed for redemption, 

without premium. 
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ATTACHMENT I

INDEMNITY LETTER

December 6, 2016

Hilltop Securities Inc. 

2398 E. Camelback Road, Suite 340

Phoenix, AZ 85016

Quail Creek Community Facilities District

c/o Town of Sahuarita, Arizona

375 W. Sahuarita Center Way

Sahuarita, Arizona 85629

Re: $ 9,940,000 Quail Creek Community Facilities District ( Sahuarita, 

Arizona) General Obligation Refunding Bonds, Series 2016

This Indemnity Letter is delivered by Robson Ranch Quail Creek, LLC, a

Delaware limited liability company (the “ Developer”), in order to induce Hilltop Securities Inc. 

the “ Underwriter”) and Quail Creek Community Facilities District (the “ District”) to enter into

the Bond Purchase Agreement, dated November 17, 2016 ( the “ Bond Purchase Agreement”), 

related to the purchase by the Underwriter of the captioned bonds (the “Bonds”).  Terms that are

defined in the Bond Purchase Agreement have the meanings ascribed to them therein when used

herein. 

1. In consideration of the execution and delivery of the Bond Purchase

Agreement, the Developer represents and warrants to the Underwriter and the District that: 

a) The Developer is a limited liability company duly organized, 

validly existing and in good standing under the laws of the State of Delaware and is qualified to

transact business in the State of Arizona. 

b) The information in the Official Statement under the headings

THE PUBLIC INFRASTRUCTURE,” “ LAND DEVELOPMENT BY THE DEVELOPER,” 

RISK FACTORS” ( specifically, only the information under the subheadings “ Concentration of

Ownership; Subsequent Transfer,” “ Failure or Inability to Complete Proposed Project,” 

Projections,” “ Availability of Water,” “ Amendment of Documents Referenced” and

Environmental Matters”), “ LITIGATION – The Developer” and, insofar as it relates to the

Developer, “ CONTINUING DISCLOSURE” is true and correct in all material respects for the

purposes for which its use is or was authorized, and such information does not include any

untrue statement of a material fact or omit to state any material fact necessary to make the

statements made therein in light of the circumstances under which they are or were made, not

misleading. 
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c) Neither the execution or delivery of this Indemnity Letter, the

Series 2016 Standby Contribution Agreement, to be dated as of December 1, 2016, among the

District, the Developer and U.S. Bank National Association, as trustee, the Continuing

Disclosure Undertaking, to be dated as of the date of initial delivery of the Bonds, from the

Developer, or the First Amendment to District Development, Financing Participation and

Intergovernmental Agreement ( Quail Creek Community Facilities District), dated as of

December 1, 2016, by and among the District, the Developer and the Town of Sahuarita, Arizona

the “ Development Agreement”) ( collectively, hereinafter referred to as the “ Documents”), nor

the consummation of any other of the transactions herein and therein contemplated, nor the

fulfillment of, or compliance with, the terms hereof or thereof, shall contravene the

organizational documents of the Developer or conflict with or result in a breach by the

Developer of any of the terms, conditions or provisions of, or constitute a default by the

Developer under, any bond, debenture, note, mortgage, indenture, agreement or other instrument

to which the Developer is a party or by which it is or may be bound or to which any of the

property or assets of the Developer is or may be subject, or any law or any order, rule or

regulation applicable to the Developer of any court, federal or state regulatory body, 

administrative agency or other governmental body having jurisdiction over the Developer or any

of its properties or operations, or (except as contemplated by the Documents) will result in the

creation or imposition of any lien, charge or other security interest or encumbrance of any nature

whatsoever upon any of the property or assets of the Developer under the terms of any such

restriction, bond, debenture, note, mortgage, indenture, agreement, instrument, law, order, rule or

regulation. 

d) There is no action, suit, proceeding or investigation at law or in

equity before or by any court or governmental agency or body pending and served or, to the best

knowledge of the Developer, threatened against the Developer wherein an adverse decision, 

ruling or finding would (i) result in any material adverse change in the condition (financial or

otherwise), results of operations, business or prospects of the Developer, or materially and

adversely affect the properties ( taken as a whole) of the Developer, and that has not been

disclosed in the Official Statement, ( ii) materially adversely affect the transactions contemplated

by the Bond Purchase Agreement or the Documents or ( iii) adversely affect the validity or

enforceability of the Documents against the Developer.. 

e) The Developer has the full power and authority to execute and

deliver the Documents and perform its obligations hereunder and thereunder and engage in the

transactions contemplated by the Bond Purchase Agreement and the Documents, and the

Documents have been duly authorized by the Developer and, when executed by all applicable

parties thereto will constitute valid, binding and enforceable obligations of the Developer except

as enforcement thereof may be limited by bankruptcy, insolvency or other laws affecting

enforcement of creditors’ rights and/or by general principles of equity and except as the

indemnification provisions hereof may be limited by applicable securities laws or public policy. 

f)  No consent, approval, authorization or other action by any

governmental or regulatory authority that has not been obtained is or will be required for the

consummation of the transactions contemplated by the Purchase Contract and the Documents, 

other than the permits and licenses for construction of the Project ( as defined in the Official

Statement) contemplated by the Development Agreement, which have not yet been issued. 
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2. To the extent permitted by law, the Developer shall indemnify and hold

harmless the Underwriter and the District and each director, trustee, partner, member, officer, 

official or employee thereof and each person, if any, who controls the Underwriter within the

meaning of the Securities Act of 1933, as amended (the “ Securities Act”) (any such person being

herein sometimes called an “ Indemnified Party”), for, from and against any and all losses, 

claims, damages or liabilities ( i) to which any such Indemnified Party may become subject, 

under any statute or regulation at law or in equity or otherwise, insofar as such losses, claims, 

damages or liabilities (or actions in respect thereof) arise out of or are based upon any untrue

statement or alleged untrue statement of a material fact set forth in the sections identified in

Section 1(b) above in the Official Statement or any amendment or supplement thereto, or arise

out of or are based upon the omission or alleged omission to state therein a material fact required

to be stated in such section(s) or that is necessary to make the statements made therein, in light of

the circumstances in which they were made, not misleading in any material respect, except such

indemnification shall not extend to any other statements in the Official Statement and (ii) to the

extent of the aggregate amount paid in any settlement of any litigation commenced or threatened

arising from a claim based upon any such untrue statement or alleged untrue statement or

omission or alleged omission if such settlement is effected with the written consent of the

Developer (which consent shall not be unreasonably withheld). 

An Indemnified Party shall, promptly after the receipt of notice of a written threat

of the commencement of any action against such Indemnified Party in respect of which

indemnification may be sought against the Developer, notify the Developer in writing of the

commencement thereof.  Failure of the Indemnified Party to give such notice will reduce the

liability of the Developer by the amount of damages attributable to the failure of the Indemnified

Party to give such notice to the Developer but the omission to notify the Developer of any such

action shall not relieve the Developer from any liability that it may have to such Indemnified

Party otherwise than under this Section.  In case any such action shall be brought against an

Indemnified Party and such Indemnified Party shall notify the Developer of the commencement

thereof, the Developer may, or if so requested by such Indemnified Party shall, participate

therein or assume the defenses thereof, with counsel satisfactory to such Indemnified Party and

the Developer ( it being understood that, except as hereinafter provided, the Developer shall not

be liable for the expenses of more than one counsel representing the Indemnified Parties in such

action), and after notice from the Developer to such Indemnified Party of an election so to

assume the defenses thereof, the Developer will not be liable to such Indemnified Party under

this Section for any legal or other expenses subsequently incurred by such Indemnified Party in

connection with the defense thereof other than reasonable costs of investigation; provided, 

however, that unless and until the Developer assumes the defense of any such action at the

request of such Indemnified Party, the Developer shall have the right to participate at its own

expense in the defense of any such action.  If within a reasonable time after receipt of notice of

any such action the Developer shall not have employed counsel to have charge of the defense of

any such action or if an Indemnified Party shall have reasonably concluded ( and shall have

notified the Developer) that there may be defenses available to it and/or other Indemnified

Parties that are different from or additional to those available to the Developer (in which case the

Developer shall not have the right to direct the defense of such action on behalf of such

Indemnified Party) or to other Indemnified Parties, reasonable legal and other necessary

expenses, including the expense of separate counsel, incurred by such Indemnified Party shall be

borne by the Developer. 
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3. All of the representations, warranties, and agreements of the Developer

contained in the Documents shall remain operative and in full force and effect, regardless of (i) 

any investigation made by or on behalf of the Underwriter, any controlling person referred to in

paragraph 2 hereof or the Developer or (ii) delivery of and payment for the Bonds. 

4. This letter is solely for the benefit of the Underwriter, the District and their

successors or assigns, and, to the extent provided in paragraph 2 hereof, each Indemnified Party, 

and no other person shall acquire or have any right under or by virtue hereof.  The terms

successors” and “ assigns” as used in this letter shall not include any purchaser, as such

purchaser, from the Underwriter of the Bonds. 

5. This letter shall be governed by the laws of the State of Arizona.  

6. The Developer consents to the references to the Developer in the Official

Statement. 

7. The Developer shall pay all costs and expenses of its counsel with respect

to the issuance and delivery of the Bonds. 

Remainder of page intentionally left blank.]
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EXHIBIT A

FORM OF SUPPLEMENTAL OPINION OF BOND COUNSEL

LETTERHEAD OF GREENBERG TRAURIG LLP] 

December 6, 2016

Hilltop Securities Inc. 

2398 E. Camelback Road, Suite 340

Phoenix, AZ 85016

Assured Guaranty Municipal Corp. 

New York, New York

Re: $ 9,940,000 Quail Creek Community Facilities District (Sahuarita, Arizona) 

General Obligation Refunding Bonds, Series 2016

This supplemental opinion is rendered pursuant to Section 6(i)(5) of the Bond

Purchase Agreement, dated November 17, 2016 ( the “ Bond Purchase Agreement”), between

Quail Creek Community Facilities District ( the “ Issuer”) and Hilltop Securities Inc., as

underwriter (the “ Underwriter”), and is given in connection with the issuance on this date by the

Issuer of bonds designated its General Obligation Refunding Bonds, Series 2016, in the

aggregate principal amount of $9,940,000 (the “Bonds”).  The Bonds are issued and secured by a

Series 2016 Indenture of Trust and Security Agreement, dated as of December 1, 2016 ( the

Indenture”), from the Issuer to U.S. Bank National Association, as trustee ( the “ Trustee”), are

the subject of an Official Statement, dated November 17, 2016 ( the “ Official Statement”), and

are being sold pursuant to the Bond Purchase Agreement, in each case in accordance with a

resolution authorizing the issuance of, and certain other matters relating to, the Bonds, adopted

by the governing board of the Issuer on October 24, 2016 (the “ Resolution”), including a Series

2016 Standby Contribution Agreement, dated as of December 1, 2016 ( the “ Standby

Contribution Agreement”), by and among the Issuer, the Trustee and Robson Ranch Quail Creek, 

LLC (the “ Owner”), a Series 2016 Depository Agreement, dated as of December 1, 2016 ( the

Depository Agreement”), by and between the Issuer and U.S. Bank National Association, as

depository (the “ Depository”).  A portion of the proceeds of Bonds will be deposited with Wells

Fargo Bank, N.A., as trustee (the “ Prior Trustee”), pursuant to a Series 2006 Indenture of Trust

and Security Agreement, dated as of June 1, 2006 (the “Prior Indenture”).  In connection with the

issuance and sale of the Bonds, the Issuer will execute and deliver a Series 2016 Continuing

Disclosure Undertaking, dated of even date herewith ( the “ Undertaking”).  ( The Indenture, the

Bond Purchase Agreement, the Standby Contribution Agreement, the Depository Agreement, the

Resolution and the Undertaking are hereinafter collectively referred to as the “ Issuer
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Documents”).  ( You may rely on our opinion as Bond Counsel, dated of even date herewith, with

regard to the Bonds as if addressed to you.) 

In connection with such issuance, we have examined and relied upon: 

i) An execution copy of the Indenture; 

ii) An executed copy of the Official Statement; 

iii) An executed copy of the Bond Purchase Agreement; 

iv) An executed copy of the Standby Contribution Agreement; 

v) Executed copies of the Depository Agreement; 

vi) A certified copy of the Resolution ( which authorized, among other

matters, execution and delivery of the Bond Purchase Agreement); 

vii) An executed copy of the Undertaking; 

viii) Such other agreements, certificates (including particularly, but not by way

of limitation, a certificate of Robson Ranch Quail Creek, LLC ( the

Developer”), dated of even date herewith, opinions, letters and other

documents, including all documents delivered or distributed at the closing

of the sale of the Bonds, as we have deemed necessary or appropriate in

rendering the opinions set forth herein; and

x) Such provisions of the Constitution and laws of the State of Arizona and

the United States of America as we believe necessary to enable us to

render the opinions set forth herein. 

In our examination, we have assumed the authenticity of all documents submitted

to us as originals, the conformity to original copies of all documents submitted to us as certified

or photostatic copies, the authenticity of the originals of such latter documents and the accuracy

of the statements contained in such certificates.  In connection with our representation of the

Issuer, we have also participated in conferences from time to time with representatives of and

counsel to the Issuer, the Underwriter, the Developer and the Trustee relating to the Issuer

Documents. 

We are of the opinion, based upon the foregoing and subject to the reliance

hereinabove indicated and the qualifications hereinafter set forth, that under applicable law of the

State of Arizona and federal law of the United States of America in force and effect on the date

hereof: 

1. The Issuer is a duly organized and validly existing special purpose

district, a tax levying public improvement district and a municipal corporation for

purposes set forth in Section 48-708(B), Arizona Revised Statutes, pursuant to the

Constitution and laws of the State of Arizona and has all requisite power and



Exhibit A, Page 3

010-8272-5688/8

authority thereunder (a) to cause the adoption of the Resolution, (b) to authorize, 

execute, deliver and issue, as applicable, the Issuer Documents and the Bonds, 

c) to approve, execute and authorize the use and distribution of the Official

Statement ( including, as applicable, the Preliminary Official Statement, dated

October 26, 2016 ( the “ Preliminary Official Statement”), with respect to the

Bonds), and (d) to carry out and consummate the transactions contemplated by the

Official Statement, the Resolution, the Issuer Documents and the Bonds

including performing the applicable obligations thereunder). 

2. To our actual knowledge, adoption of the Resolution; 

authorization, execution, delivery and issuance, as applicable, of, and the due

performance of the obligations of the Issuer under, the Issuer Documents and the

Bonds and the approval, execution and authorization of the use and distribution of

the Official Statement ( including, as applicable, the Preliminary Official

Statement) by the Issuer under the circumstances contemplated thereby do not and

will not in any material respect conflict with or constitute on the part of the Issuer

a breach of or default under any agreement or other instrument to which the Issuer

is a party or of any existing law, ordinance, administration regulation, court order

or consent decree to which the Issuer is subject. 

3. To our actual knowledge, no consent of any other party, and no

consent, license, approval or authorization of, exemption by or registration with

any governmental body, authority, bureau or agency (other than those that have

been obtained or will be obtained prior to the delivery of the Bonds), is required

in connection with the adoption by the Issuer of the Resolution or the

authorization, execution, delivery, issuance and performance, as applicable, by the

Issuer of the Issuer Documents and the Bonds and the consummation of the

transactions contemplated by the Official Statement. 

4. The Issuer has duly (a) caused the adoption of the Resolution and

b) authorized ( i) the authorization, execution, delivery and issuance, as

applicable of, and the performance of its obligations under, the Issuer Documents

and the Bonds and (ii) the taking of the actions required on the part of the Issuer

to carry out, give effect to and consummate the transactions contemplated by the

Official Statement, the Resolution, the Issuer Documents and the Bonds.  The

Issuer has complied with all applicable provisions of law and has taken all actions

required to be taken by it to the date hereof in connection with the transactions

contemplated by the aforesaid documents. 

5. The Issuer Documents have been duly authorized, executed and

delivered by the Issuer and, in the case of the Indenture, the Bond Purchase

Agreement, the Standby Contribution Agreement, the Depository Agreements and

the Escrow Trust Agreement assuming due and valid authorization, execution and

delivery by the other party thereto, and, in the case of the Undertaking, subject to

annual appropriation to cover the costs of compliance therewith, constitute legal, 

valid and binding obligations of the Issuer enforceable in accordance with their

terms. 
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6. Based solely upon a search of the computerized docket records

available for review on __________, 2016, in the office of the Pima County

Superior Court and U.S. District Court, there is no action, suit, proceeding, 

inquiry or investigation, at law or in equity, before or by any court, governmental

agency, public board or body, pending or overtly threatened against or affecting

the Issuer, and there is no basis therefor, (i) that in any way questions the powers

of the Issuer referred hereinabove or the validity of the proceedings taken by the

Issuer in connection with the issuance and sale of the Bonds, ( ii) wherein an

unfavorable decision, ruling or finding would adversely affect the transactions

contemplated by the Official Statement, the Resolution, the Issuer Documents or

the Bonds or would in any way adversely affect the validity or enforceability of

the Resolution, the Issuer Documents or the Bonds ( or of any other instrument

required or contemplated for use in consummating the transactions contemplated

thereby or hereby or by the Official Statement), ( iii) contesting in any way the

completeness or accuracy of the Preliminary Official Statement or the Official

Statement or (iv) that questions the right of the Issuer to levy, receive and pledge

special assessments or taxes, nor lawsuits pending or overtly threatened against

the Issuer that, if decided adversely to the Issuer, would, individually or in the

aggregate, have a material adverse effect on the financial condition of the Issuer

or impair the ability of the Issuer to comply with all the requirements set forth in

the Official Statement, the Resolution, the Issuer Documents or the Bonds. 

7. The information contained in the Official Statement under the

headings “ INTRODUCTORY STATEMENT,” “ THE BONDS” ( except the

information incorporated by reference to other headings or the appendices not

otherwise included hereinbelow as to which we express no opinion), “ PLAN OF

REFUNDING” ( except the information incorporated by reference to other

headings not otherwise included hereinabove as to which we express no opinion), 

SECURITY FOR AND SOURCES OF PAYMENT OF THE BONDS” ( except

under the subheading “ Ad Valorem Taxation in the District” as to which we

express no opinion), “ TAX MATTERS,” “ QUALIFIED TAX-EXEMPT

OBLIGATIONS” and “ CONTINUING DISCLOSURE” ( but only as it relates to

the Issuer and except for the information incorporated by reference to the

appendices and the status of the Issuer with respect to compliance with its

previous undertakings as to which we express no opinion) therein and in

Appendix B - “ SUMMARY OF CERTAIN PROVISIONS OF THE

INDENTURE” and Appendix C - “ FORM OF APPROVING LEGAL OPINION

OF BOND COUNSEL” fairly summarizes the information that it purports to

summarize.  Otherwise, we have not undertaken to determine independently the

accuracy, completeness or fairness of the information contained in the Official

Statement, and the knowledge available to us is such that we are unable to

assume, and do no assume, any responsibility for the accuracy, completeness, or

fairness of such information. 

8. It is not necessary in connection with the issuance and sale of the

Bonds to the public to register the Bonds or the Standby Contribution Agreement
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under the Securities Act of 1933, as amended, or to qualify the Resolution or

Indenture under the Trust Indenture Act of 1939, as amended. 

Our opinions expressed in paragraph 5 hereof are qualified to the extent that the

enforceability of the Issuer Documents is dependent upon the due authorization, execution and

delivery of (and authority to perform lawfully) the Issuer Documents by the other party or parties

thereto and to the extent that the enforceability of the Issuer Documents may be limited by

bankruptcy, insolvency, reorganization, moratorium or other similar laws affecting creditors’ 

rights and the exercise of judicial discretion in accordance with general principles of equity, 

including possible refusal by a particular court to grant certain equitable remedies such as

specific performance with respect to the enforcement of any provision of such documents.  We

express no opinion as to the enforceability of any provisions of the Issuer Documents

i) restricting access to legal or equitable remedies, ( ii) purporting to establish evidentiary

standards or waiving or otherwise affecting any rights to notice, demand or exhaustion of

collateral, ( iii) relating to self-help, subrogation, indemnification, delay or omission to enforce

rights or remedies, severability or marshalling of assets, or ( iv) purporting to grant to the

Developer or to any party to the Issuer Documents (other than the Issuer) any rights or remedies

not specifically set forth therein. 

This opinion may be relied upon only by you and by persons to whom we grant

written permission to do so. 

Respectfully submitted, 
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EXHIBIT B

FORM OF OPINION OF COUNSEL TO DEVELOPER

LETTERHEAD OF MAGUIRE, PEARCE & STOREY, PLLC] 

December 6, 2016

Hilltop Securities Inc. 

2398 E. Camelback Road, Suite 340

Phoenix, AZ 85016

Quail Creek Community Facilities District

c/o Town of Sahuarita, Arizona

375 W. Sahuarita Center Way

Sahuarita, Arizona 85629

Assured Guaranty Municipal Corp. 

New York, New York

Re: $ 9,940,000 Quail Creek Community Facilities District (Sahuarita, Arizona) 

General Obligation Refunding Bonds, Series 2016 (the “Bonds”) 

We have acted as counsel to Robson Ranch Quail Creek, LLC, a Delaware limited

liability company ( hereinafter referred to as the “ Developer”), in connection with the

transactions provided for by the documents referred to herein, including the issuance and sale of

the Bonds, sold pursuant to a Bond Purchase Agreement, dated November 17, 2016 (hereinafter

referred to as the “ Bond Purchase Agreement”),  by and between Hilltop Securities Inc. 

hereinafter referred to as the “ Purchaser”) and Quail Creek Community Facilities District

hereinafter referred to as the “District”).  Any capitalized term used and not defined herein shall

have the meaning assigned to it in the Bond Purchase Agreement. 

For purposes of this opinion, we have examined the following documents and

instruments: 

1. The District Development, Financing Participation and Intergovernmental

Agreement ( Quail Creek Community Facilities District), dated September 1, 2005

and recorded December 20, 2005, at Sequence No. 20052450633, official records

of Pima County, Arizona,  ( hereinafter referred to as the “ Development

Agreement”), executed by the Town of Sahuarita, Arizona, the District and the

Developer; 

2. The First Amendment to District Development, Financing Participation and

Intergovernmental Agreement (Quail Creek Community Facilities District), dated

2016, to be recorded in the official records of Pima County, Arizona
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hereinafter referred to as the “First Amendment”), executed by the Town of

Sahuarita, Arizona, the District and the Developer; 

3. Official Statement, dated November 17, 2016 ( hereinafter referred to as the

Official Statement”), executed by the District; 

4. The executed Series 2016 Standby Contribution Agreement, dated as of

December 1, 2016, by and among the District, U.S. Bank National Association, as

trustee ( hereinafter referred to as the “ Trustee”) and the Developer ( hereinafter

referred to as the “Standby Contribution Agreement”); 

5. The executed Series 2016 Continuing Disclosure Undertaking, dated as of

December 6, 2016, by the Developer (hereinafter referred to as the “Undertaking”); 

6. The executed Indemnity Letter, dated as of November 17, 2016, by the Developer

to the Purchaser and the District (hereinafter referred to as the “ Indemnity Letter”); 

7. The executed Closing Certificate of the Developer, dated December 6, 2016; 

8. Certificate of _____________, the ________________ of Arlington Property

Management Company, an Arizona corporation (“ Arlington”), the Manager of the

Developer (hereinafter referred to as the “Developer Certificate”); 

9. Certificate of Formation of the Developer, dated June 23, 1999, as filed with the

Delaware Secretary of State on June 23, 1999, in File No. 3060780, and

Application for Registration of a Foreign Limited Liability Company for the

Developer, dated July 27, 1999, and filed with the Arizona Corporation

Commission on July 27, 1999, in File No. R-0882973-8; 

10. Operating Agreement of the Developer, dated June 23, 1999, as amended by

Assignment of Membership Interest and First Amendment to Operating Agreement

of the Developer, dated January 1, 2001, by Assignment of Membership Interest

and Second Amendment to Operating Agreement of the Developer, dated July 1, 

2004, and by Third Amendment to the Operating Agreement of the Developer, 

dated September 25, 2007; 

11. Certificate of Good Standing of the Developer, issued by the Delaware Secretary of

State on _____________, 2016; 

12. Certificate of Good Standing of the Developer, issued by the Arizona Corporation

Commission on ______________, 2016; 

13. Limited Liability Company Authorization of the Developer, dated ____________, 

2016, authorizing this transaction; 

14. Articles of Incorporation of Arlington, dated June 13, 1994, and filed with the

Arizona Corporation Commission on June 14, 1994, in File No. 0720154-3; 
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15. Bylaws of Arlington, adopted on June 15, 1994; 

16. Joint Consent to Resolutions of the Board of Directors and the Sole Shareholder of

Arlington Property Management Company in Lieu of Annual Meeting, dated

September 17, 2015, naming the current officers and current members of the Board

of Directors of Arlington;  

17. Unanimous Written Consent of the Sole Director and the Sole Shareholder of

Arlington, dated ____________, 2016, authorizing this transaction;  

18. Certificate of Incumbency of Arlington, dated ____________, 2016; and

19. Such other documents and instruments as we have considered necessary or

appropriate for the purposes of this opinion. 

In addition, we have received such other information from representatives of the Developer as

we have deemed necessary for the purposes of this opinion (hereinafter referred to, collectively, 

as “ due inquiry”).  The First Amendment, Official Statement, Standby Contribution Agreement, 

Undertaking, and Indemnity Letter are hereinafter collectively referred to as the “ Bond

Documents.”  The documents listed in paragraphs 7 through 19 above are hereinafter collectively

referred to as the “ Developer Documents.”  Whenever any portion of this opinion is limited to

the existence or absence of fact based upon our knowledge, it is limited to our actual knowledge

of the existence or absence of such fact after due inquiry. 

In rendering the following opinions, we have assumed: 

a) The genuineness of all signatures to the Bond Documents

and the Developer Documents (except for the signatures of the Developer on the

Bond Documents) and the legal capacity of each natural person executing any of

the Bond Documents or the Developer Documents; 

b) The authenticity and completeness of the documents

submitted as originals and the conformity to originals of documents submitted as

copies; 

c) The due authorization, execution, acknowledgment where

necessary, and delivery, and the validity and binding effect, of the Bond

Documents with regard to the parties to those agreements other than the

Developer;  

d) The Bond Documents accurately describe and contain the

agreement and mutual understanding of the parties thereto and that there are no

oral or written statements or agreements that modify, amend or vary, or purport to

modify, amend or vary, any of the terms of the Bond Documents; 

e) That all parties to the Bond Documents will enforce their

respective rights thereunder in circumstances and in a manner which is

commercially reasonable and in accordance with applicable law; and
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f) That, with respect to the enforceability of the Bond

Documents by a court of another jurisdiction, such court would apply Arizona law

except for applicable Delaware limited liability company law), and would

determine that the application of Arizona substantive law is not contrary to a

fundamental policy of the law of such other jurisdiction. 

Based on the foregoing, and subject to the limitations, qualifications and assumptions set

forth herein, it is our opinion that: 

1. The Developer is a limited liability company, duly organized and existing under the

laws of the State of Delaware, and is qualified to do business in the State of Arizona. 

2. The Developer has the requisite limited liability company power and authority under

the laws of the State of Delaware:  (i) to execute and deliver the Bond Documents, and carry out

the terms and conditions applicable to it under, and consummate all transactions contemplated

by, the Bond Documents; and (ii) to own and operate its properties and assets as described in the

Official Statement and (iii) to carry out its business as such business is currently being conducted

as described in the Official Statement. 

3. The execution, delivery and performance of the Bond Documents by the Developer

and the carrying out, giving effect to and consummation of the transactions contemplated thereby

have been duly authorized by all necessary limited liability company and corporate action on the

part of the Developer and its Manager, and the Bond Documents have been duly executed and

delivered by the Developer. 

4. The Bond Documents are in full force and effect as of the date hereof and constitute

legal, valid and binding obligations of the Developer, enforceable in accordance with their terms. 

5. The execution and delivery of the Bond Documents by the Developer, and the

performance of its obligations thereunder, do not and will not conflict with or result in a

violation of, or a default pursuant to, the Developer Documents. 

6. The execution and delivery of the Bond Documents by the Developer will not conflict

with or result in a violation of (i) any contract, indenture, instrument or other agreement of which

we have knowledge and to which the Developer is a party or by which it or its properties are

bound, or (ii) the laws of the State of Arizona or any court order by which the Developer or its

properties are bound. 

7. To our knowledge no consent, approval, authorization, or other action by, or filing

with, any federal, State or local governmental authority is required in connection with the

execution and delivery by the Developer of the Bond Documents, or consummation of the

transaction contemplated thereby and, to our knowledge, the Developer has obtained all

consents, approvals and authorizations, and has made all filings, required by applicable federal, 

state and/or local governmental authorities in order to own and operate its properties and assets

as described in the Official Statement and to carry out its business as such business is currently

being conducted as described in the Official Statement. 
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8. To our knowledge the Developer is not in violation of any provision of, or in default

under, its organizational documents or any other agreement or instrument, the violation of which

or default under which would materially and adversely affect the execution, delivery and/or

performance of the agreements and obligations of the Developer under the Bond Documents. 

9. To our knowledge there are no legal or governmental actions, proceedings, inquiries

or investigations pending or overtly threatened by any governmental authorities or to which the

Developer is a party or of which any property of the Developer is subject, which would

materially and adversely affect (i) the execution, delivery and/or performance of the agreements

and obligations of the Developer under the Bond Documents, or (ii) the financial condition or

operations of the Developer as described in the Official Statement. 

10. To our knowledge the information contained in the Official Statement under the

headings “ THE PUBLIC INFRASTRUCTURE,” “ LAND DEVELOPMENT BY THE

DEVELOPER,” “ LITIGATION – The Developer” does not contain any untrue statement of

material fact or omit to state any material fact necessary in order to make the statements made

therein, in light of the circumstances under which such statements were made, not misleading.  In

connection with our participation with the Official Statement, we have not undertaken to

independently determine the accuracy, completeness or fairness of the statements contained

therein, except as and to the extent provided in this paragraph, and the knowledge available to us

is such that we are unable to assume, and do not assume, any responsibility for the accuracy, 

completeness or fairness of such information.  However, on the basis of such participation, we

have acquired no knowledge that the information contained in the Official Statement (except for

the financial information and notes thereto and the schedules and other financial or statistical

data included therein or in any appendix thereto, as to which we express no opinion) contains

any untrue statement of a material fact or omits to state any material fact necessary in order to

make the statements made therein, in light of the circumstances under which they were made, not

misleading. 

The opinions set forth above are subject to the following qualifications and limitations:  

i) enforceability of the Bond Documents may be limited by bankruptcy, insolvency, fraudulent

transfer or conveyance, reorganization, moratorium, arrangement or laws or court decisions

affecting the enforcement of creditors’ rights generally; ( ii) enforceability of the Bond

Documents is subject to general principles of equity, whether remedies are sought in equity or at

law; (iii) enforceability of the Bond Documents is further subject to the qualification that certain

waivers, procedures, remedies, indemnities and other provisions thereof may be unenforceable

under or limited by Arizona law; however, such law does not, in our opinion, substantially

prevent the practical realization of the benefits intended by the Bond Documents (except that the

principles of guaranty and suretyship may present the practical realization of the benefits

intended by indemnity and guarantee provisions in the Bond Documents); ( iv) we are expressing

no opinion as to the enforceability of any indemnity provision with respect to any claims or other

matters that result from the negligence or misconduct of any indemnitee or the failure of any

indemnitee to act in a commercially reasonable manner; (v) we are expressing no opinion as to

the compliance of the Bond Documents or the offer and sale of the Bonds with any securities law

or regulation; ( vi) with the sole exception of those matters addressed in our opinion to our

knowledge, we are expressing no opinion as to any federal or state securities laws, any

environmental or health or safety laws, rules or regulations, or any county or municipal
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ordinances; and ( vii) the term “ knowledge” as used herein means solely the knowledge of

attorneys in this firm who have performed services in respect of the transactions provided for by

the documents referred to herein, including knowledge ascertained from our due inquiry

including review of the Bond Documents, the Developer Documents, including the Developer

Certificate, as well as the results of third-party searches of the records of the Arizona Federal

District Court and the Pima County Superior Court concerning the Developer.  

We are qualified to practice law only in the State of Arizona and, except for applicable

Delaware limited liability company law, we do not purport to express any opinion herein

concerning any law other than the laws of the State of Arizona.  With respect to the laws of the

State of Arizona, our opinions are as to what the law is or might reasonably be expected to be at

the date hereof, and we assume no obligation to revise or supplement this opinion due to any

change in the law by legislative action, judicial decision or otherwise.  Any opinion as to the

enforceability of any document is limited to enforceability as between the original parties

thereto.  We do not render any opinion with respect to any matters other than those expressly set

forth above. 

This opinion is being furnished to you solely for your benefit and only with respect to the

Bonds.  Accordingly, it may not be relied upon or quoted to any person or entity without, in each

instance, our prior written consent. 

Respectfully submitted, 
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EXHIBIT C

FORM OF OPINION OF COUNSEL TO UNDERWRITER

LETTERHEAD OF SQUIRE PATTON BOGGS (US) LLP] 

December 6, 2016

Hilltop Securities Inc. 

2398 E. Camelback Road, Suite 340

Phoenix, AZ 85016

Ladies and Gentlemen: 

We have acted as counsel to you (the “ Underwriter”) in connection with your purchase

from Quail Creek Community Facilities District ( the “ Issuer”) of its $ 9,940,000 General

Obligation Refunding Bonds, Series 2016 ( the “ Bonds”), dated as of the date of this letter, 

pursuant to the Bond Purchase Agreement, dated November 17, 2016 ( the “ Purchase

Agreement”), between you and the Issuer.  This letter is provided pursuant to Section 6(i)(7) of

the Purchase Agreement in connection with your purchase of the Bonds.  Capitalized terms not

otherwise defined in this letter are used as defined in the Purchase Agreement. 

In our capacity as counsel to the Underwriter, we have reviewed: ( a) the Preliminary

Official Statement, dated October 26, 2016 ( the “ Preliminary Official Statement”) and the

Official Statement, dated November 17, 2016 (the “ Final Official Statement” and together with

the Preliminary Official Statement, the “Official Statement”), each relating to the Bonds; (b) the

Bond Resolution; ( c) executed counterparts of the Purchase Agreement; and ( d) such other

proceedings, documents, matters and law as we deem necessary to provide this letter in

accordance with the terms of our engagement.  In accordance with the terms of our engagement, 

we have not reviewed any minutes of the meetings of the Issuer or the Town of Sahuarita, 

Arizona (the “Town”) other than those included in the transcript of proceedings for the Bonds. 

In providing this letter we assume, without independent verification, and rely upon (i) the

accuracy of the factual matters represented, warranted or certified in the proceedings and

documents we have examined, ( ii) the due and legal authorization, execution and delivery of

those documents by, and the valid, binding and enforceable nature of those documents upon, the

parties thereto and ( iii) the correctness of the legal conclusions contained in all legal opinion

letters of other counsel delivered in connection with this matter. 

Based upon the foregoing and subject to the limitations contained in this letter, we are of

the opinion that, under existing law, the Bonds are exempt from registration under the Securities

Act of 1933, as amended, and the Bond Resolution is exempt from qualification under the Trust

Indenture Act of 1939, as amended. 

In accordance with the terms of our engagement, we have provided certain legal advice

and assistance to the Underwriter in connection with the Underwriter’s responsibilities with

respect to the Official Statement.  We have not been engaged to pass upon, and we do not
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assume any responsibility for and have not independently verified, the accuracy, completeness or

fairness of any of the statements contained in the Official Statement.  As part of our engagement, 

however, certain of our lawyers participated in telephone conferences with your representatives, 

representatives of the Issuer, the Town, Robson Ranch Quail Creek, LLC, financial consultants

to the Town and the Issuer, Maguire, Pearce & Storey, PLLC., as counsel to Robson Ranch

Quail Creek, LLC, Greenberg Traurig, LLP, as Bond Counsel, and others, during which

telephone conferences the contents of the Official Statement and related matters were discussed.  

In reliance on those discussions and the proceedings, documents, matters and assumptions

described above and subject to the qualifications set forth herein, we advise you that, during the

course of our engagement on this matter, no facts came to the attention of the lawyers in our firm

responsible for this matter that cause us to believe that the information and statements in the

Preliminary Official Statement (except for any information listed in the following sentence, as to

which we express no view) and the Final Official Statement (except for any information listed in

the following sentence, as to which we express no view), as of its date and as of this date, 

contained or contains any untrue statement of a material fact or omitted or omits to state any

material fact necessary to make the statements therein, in light of the circumstances under which

they were made, not misleading.  We express no view as to:  ( a) the information under the

caption “ TAX MATTERS,” in the Official Statement; ( b) any financial, technical, statistical or

demographic data or forecasts included or incorporated by reference in the Official Statement or

the Appendices thereto; ( c) any information about the book-entry system and The Depository

Trust Company; (d) the information in Appendices B, and C; and (e) any information regarding

the Insurer or the Policy. 

We also have rendered legal advice and assistance to you as to the requirements of Rule

15c2-12 prescribed under the Securities Exchange Act of 1934, as amended ( the “ Rule”), in

connection with your review, for purposes of the Rule, of the Continuing Disclosure

Undertaking, dated as of the date of this letter ( the “ Continuing Disclosure Undertaking”).  

Based upon our examination of the items referenced in this letter, including the Continuing

Disclosure Undertaking and the Rule, and subject to the limitations expressed above, we are of

the opinion that, under existing law, the Continuing Disclosure Undertaking satisfies paragraph

b)(5)(i) of the Rule, which requires an undertaking for the benefit of the holders, including

beneficial owners, of the Bonds to provide certain annual financial information and event notices

at the time and in the manner required by the Rule. For purposes of rendering the foregoing

opinion, we have relied upon the legal conclusions of Greenberg Traurig, LLP, as Bond Counsel, 

as to the validity and enforceability against the Issuer of the Continuing Disclosure Undertaking. 

Reference in this letter to “ the lawyers in our firm responsible for this matter” includes

only those lawyers now with this firm who rendered legal services in connection with this matter.  

This letter is delivered to you for your benefit in connection with the original issuance of the

Bonds and may not be relied upon for any other purpose or by any other person, including the

holders, owners or beneficial owners of the Bonds.  The opinions and advice set forth in this

letter are stated only as of this date, and no other opinion or statements shall be implied or

inferred as a result of anything contained in or omitted from this letter.  Our engagement with

respect to this matter has concluded on this date. 

Respectfully submitted, 



OFFICIAL STATEMENT DATED NOVEMBER 17, 2016

NEW ISSUE – BOOK-ENTRY-ONLY RATING:  See “RATING” herein.

In the opinion of Greenberg Traurig, LLP, Bond Counsel, assuming continuing compliance with certain tax covenants and the accuracy of

certain representations of the District, under existing statutes, regulations, rulings and court decisions, interest on the Bonds will be excludable

from gross income for federal income tax purposes.  Interest on the Bonds will not be an item of tax preference for purposes of the federal

alternative minimum tax imposed on individuals and corporations; however, interest on the Bonds will be taken into account in determining

adjusted current earnings for purposes of computing the alternative minimum tax imposed on certain corporations.  Interest on the Bonds will

be exempt from income taxation under the laws of the State of Arizona.  See “TAX MATTERS” herein for a description of certain other federal tax

consequences of ownership of the Bonds.  See also “TAX MATTERS – Original Issue Discount and Original Issue Premium” herein.

The Bonds will be designated as “qualified tax-exempt obligations” for purposes of Section 265( b)( 3) of the Internal Revenue Code of 1986, 

as amended. See “QUALIFIED TAX-EXEMPT OBLIGATIONS” herein.

9,940,000

QUAIL CREEK COMMUNITY FACILITIES DISTRICT

SAHUARITA, ARIZONA)

GENERAL OBLIGATION REFUNDING BONDS,

SERIES 2016

BANK QUALIFIED)

Dated:  Date of Initial Delivery Due:  July 15, as shown on the inside front cover page

The Quail Creek Community Facilities District (Sahuarita, Arizona) General Obligation Refunding Bonds, Series 2016 (the “Bonds”) will be issued

in the form of fully registered bonds, registered in thename of Cede & Co. as nominee of TheDepository Trust Company, New York, New York (“DTC”), 

and willbe available to ultimate purchasersunder the book-entry systemmaintained byDTCinamountsof $5,000ofprincipal amountdueon amaturity

date or integral multiples in excess thereof. Purchasers will not receive definitive certificates with respect to the Bonds.  Solong as any purchaser is

the beneficial owner of a Bond, such purchaser must maintain an account with a broker or a dealer who is, or acts through, a “ DTC Participant” to

receive payment of principal of and interest on such Bond. Interest on the Bonds (except defaulted interest, if any) will be paid semiannually on each

January 15 and July 15 of each year, commencing July 15, 2017.  Payments of principal and interest will be paid by wire transfer to DTC for subsequent

disbursements to DTC participants who will remit such payments to the beneficial owners of the Bonds.  See APPENDIX F BOOK-ENTRY-ONLY

SYSTEM.”

SEE MATURITY SCHEDULE ON INSIDE FRONT COVER PAGE

Principal of and interest on the Bonds will be payable from a continuing, direct, annual, ad valorem tax levied against all taxable property within

the boundaries of theQuail Creek Community FacilitiesDistrict (the “District”), unlimited as to rate, butsubject to the limitation that the total aggregate

amount of taxes levied to pay principal of and interest on the Bonds shall not exceed the total aggregate of principal of and interest on bonds of the

District being refunded in advance of their respective maturities with proceeds of the sale of the Bonds (the “Bonds Being Refunded”), from the date

of issuance of the Bonds to the final date of maturity of the Bonds Being Refunded.  The application of such taxes to the payment of the Bonds will be

subject to the rights vested in the owners of the Bonds Being Refunded to the payment of the Bonds Being Refunded from the same source in the event

of a deficiency in the proceeds of the sale of the Bonds and amounts contributed by the District for such purpose held to pay principal of and interest

on the Bonds Being Refunded.  The owners of the Bonds must rely on the sufficiency of the moneys held for payment of the BondsBeing Refunded.  

Debt service with respect to the Bonds will, under certain circumstances, also be payable from amounts to be paid pursuant to a Series 2016 Standby

Contribution Agreement, to be dated as of December 1, 2016 (the “Standby Contribution Agreement”), by and among the District, Robson Ranch Quail

Creek, LLC (the “Developer”) and U.S. BankNational Association, as trustee (the “Trustee”), asdescribedherein andmay alsobe payable fromamounts

to be heldunder certaincircumstances pursuant a Series 2016 Depository Agreement, to bedatedasofDecember 1, 2016 (the “Depository Agreement”), 

between the District and the Trustee, which will not be subject to replenishment as described herein.  See “ SECURITY FOR AND SOURCES OF

PAYMENT OF THE BONDS” herein.  The Standby Contribution Agreement and the Depository Agreement will be terminated, in each case, under

certain circumstances described under “SECURITY FOR AND SOURCES OF PAYMENT OF THE BONDS” and “RISK FACTORS” herein.

The Bonds will be subject to redemption by the District prior to maturity as described herein.

The scheduled payment of principal of and interest on the Bonds when due will be guaranteed underan insurance policy to be issuedconcurrently

with the delivery of the Bonds by ASSURED GUARANTY MUNICIPAL CORP.

Proceeds of the sale of the Bonds will be used: (i) to refund the Bonds Being Refunded, which were issued to pay costs of acquisition and

construction of certain public infrastructure benefiting the District; and (ii) to pay costs of issuance relating to the Bonds.

Investment in the Bonds involves certain risks that each prospective investor should consider prior to investing.  See “ SECURITY FOR AND

SOURCES OF PAYMENT OF THE BONDS” and “RISK FACTORS” herein.

NEITHER THE FULL FAITH AND CREDIT NOR THE GENERAL TAXING POWER OF THE TOWN OF SAHUARITA, ARIZONA (THE

TOWN”), THE STATE OF ARIZONA (THE “STATE”) OR ANY POLITICAL SUBDIVISION THEREOF (OTHER THAN THE DISTRICT) 

IS PLEDGED TO THE PAYMENT OF THE BONDS.  THE BONDS WILL BE OBLIGATIONS OF THE DISTRICT ONLY.  NONE OF THE

TOWN, THE STATE OR ANY POLITICAL SUBDIVISION THEREOF ( OTHER THAN THE DISTRICT) WILL HAVE ANY OBLIGATION

WITH RESPECT TO DEBT SERVICE FOR THE BONDS.

This cover page contains certain information for general reference only. It is not a summary of the issue of which the Bonds are a part.  Investors

are advised to read this Official Statement in its entirety to obtain information essential to the making of an informed investment decision with respect

to the Bonds.

The Bonds are offered when, as and if issued and subject to the approval of Greenberg Traurig, LLP, Phoenix, Arizona, Bond Counsel.  Certain

matters will be passed upon for the Underwriter by its counsel, Squire Patton Boggs ( US) LLP and the Developer by Maguire, Pearce & Storey, 

PLLC, Phoenix, Arizona.  It is expected that delivery of the Bonds in book-entry-only form will be made through the facilities of DTC on or about

December 6, 2016.

HilltopSecurities
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7+( 21' 6

XWKRULW\

HQHUDO HVFULSWLRQ

5HGHPSWLRQ 3URYLVLRQV

3/$ 1 2) 5() 81', 1*

6(& 85,7< 25 1' 6285&(6 2) 3$<0(17 2) 7+( 21' 6

HQHUDO

G 9DORUHP 3URSHUW\ 7D[ DWLRQ LQ WKH LVWULFW

7KH 6WDQGE\ RQWULEXWLRQ JUHHPHQW

7KH HSRVLWRU\ JUHHPHQW

29(5/$ 33,1* 7,21$/ 1' 7,21$/ 29(5/$ 33,1* 1'(%7(' 1(66

2YHUODSSLQJ HQHUDO 2EOLJDWLRQ RQGHG QGHEWHGQHVV

GGLWLRQDO HQHUDO 2EOLJDWLRQ RQGHG QGHEWHGQHVV RI WKH LVWULFW

GGLWLRQDO 2YHUODSSLQJ HQHUDO 2EOLJDWLRQ RQGHG QGHEWHGQHVV

21' 1685$1&(

5,6. 7256 5(/$ 7(' 72 21' 1685$1&(

7+( 675,&7

HQHUDO

LVWULFW RDUG DQG GPLQLVWUDWLYH 6WDII

38%/,& 1)5$6758&785(

1' 9(/ 230(17 7+( 9(/ 23( 5

DQG HYHORSPHQW

6285&(6 1' 86( 6 2) 81' 6

5,6. 7256

VVHVVHG 9DOXDWLRQ RI 3URSHUW\

RQFHQWUDWLRQ RI 2ZQHUVKLS 6XEVHTXHQW 7UDQVIHU

DLOXUH RU QDELOLW\ WR RPSOHWH 3URSRVHG 3URMHFW

LUHFW DQG 2YHUODSSLQJ QGHEWHGQHVV

DQNUXSWF\ DQG RUHFORVXUH HOD\ V

3URMHFWLRQV

RUZDUG RRNLQJ 6WDWHPHQWV

YDLODELOLW\ RI 6WDQGE\ RQWULEXWLRQ JUHHPHQW PRXQWV

YDLODELOLW\ RI DWHU

7D[ 5LVNV

PHQGPHQW RI RFXPHQWV 5HIHUHQFHG

QYLURQPHQWDO 0DWWHUV

7,*$ 7,21

7KH LVWULFW

7KH HYHORSHU

7$; 0$77( 56

HQHUDO

2ULJLQDO VVXH LVFRXQW DQG 2ULJLQDO VVXH 3UHPLXP

QIRUPDWLRQ 5HSRUWLQJ DQG DFNXS LWKKROGLQJ
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7KLV 2IILFLDO 6WDWHPHQW ZKLFK LQFOXGHV WKH FRYHU SDJH WKH LQVLGH IURQW FRYHU SDJH DQG WKH DSSHQGLFHV KHUHWR

SURYLGHV FHUWDLQ LQIRUPDWLRQ FRQFHUQLQJ WKH LVVXDQFH RI 4XDLO UHHN RPPXQLW\ DFLOLWLHV LVWULFW 6DKXDULWD

UL] RQD HQHUDO 2EOLJDWLRQ 5HIXQGLQJ RQGV 6HULHV WKH RQGV´ LQ WKH DJJUHJDWH SULQFLSDO DPRXQW

RI HUWDLQ FDSLWDOL] HG WHUPV QRW GHILQHG LQ WKH WH[ W RI WKLV 2IILFLDO 6WDWHPHQW DUH GHILQHG LQ

SSHQGL[ 6800$5< 2) 57$,1 3529,6,216 2) 7+( 1'( 1785( HILQLWLRQV RI

HUWDLQ 7HUPV

7KH RPPXQLW\ DFLOLWLHV LVWULFW FW RI FRQVWLWXWLQJ 7LWOH KDSWHU UWLFOH UL] RQD 5HYLVHG

6WDWXWHV WKH QDEOLQJ FW´ ZDV HQDFWHG WR SURYLGH D PHWKRG RI ILQDQFLQJ LQFOXGLQJ WKURXJK WKH LVVXDQFH RI

JHQHUDO REOLJDWLRQ ERQGV FHUWDLQ SXEOLF LQIUDVWUXFWXUH SXUSRVHV´ DV VXFK WHUP LV GHILQHG LQ WKH QDEOLQJ FW

UHODWLQJ WR D FRPPXQLW\ IDFLOLWLHV GLVWULFW 7KH 0D\ RU DQG RXQFLO RI WKH 7RZQ RI 6DKXDULWD UL] RQD WKH

7RZQ´ IRUPHG 4XDLO UHHN RPPXQLW\ DFLOLWLHV LVWULFW WKH LVWULFW´ SXUVXDQW WR D UHVROXWLRQ DGRSWHG

RQ 6HSWHPEHU

7KH 7RZQ DQG WKH LVWULFW DUH VHSDUDWH DQG GLVWLQFW OHJDO HQWLWLHV DQG QHLWKHU HQWLW\ LV OHJDOO\ RU RWKHUZLVH

OLDEOH IRU WKH REOLJDWLRQV RI WKH RWKHU 7KH LVWULFW KDV WKH SRZHU WR LVVXH ERQGV LQFOXGLQJ UHIXQGLQJ ERQGV

SD\ DEOH IURP DG YDORUHP WD[ HV OHYLHG RQ DOO WD[ DEOH SURSHUW\ ZLWKLQ WKH LVWULFW ZLWK WKH OLPLWDWLRQV GHVFULEHG

KHUHLQ

5REVRQ 5DQFK 4XDLO UHHN D HODZDUH OLPLWHG OLDELOLW\ FRPSDQ\ WKH HYHORSHU´ LV WKH RULJLQDO

GHYHORSHU ZLWK WKH LVWULFW 6HH SSHQGL[ 1)250$7,21 5(*$ 5', 1* 7+( 72: 1 2)

6$+ 8$5,7$ 5,=21$´ IRU FHUWDLQ LQIRUPDWLRQ DERXW WKH 7RZQ 7+( 675,&7´ IRU D GHVFULSWLRQ RI

WKH LVWULFW DQG 1' 9(/ 230(17 7+( 9(/ 23( 5´ IRU D GHVFULSWLRQ RI WKH HYHORSHU

3XUVXDQW WR D LVWULFW HYHORSPHQW LQDQFLQJ 3DUWLFLSDWLRQ DQG QWHUJRYHUQPHQWDO JUHHPHQW GDWHG

6HSWHPEHU DV DPHQGHG E\ D LUVW PHQGPHQW WR LVWULFW HYHORSPHQW LQDQFLQJ 3DUWLFLSDWLRQ DQG

QWHUJRYHUQPHQWDO JUHHPHQW WR EH GDWHG DV RI HFHPEHU DV VR DPHQGHG WKH HYHORSPHQW

JUHHPHQW´ DPRQJ WKH 7RZQ WKH LVWULFW DQG WKH HYHORSHU WKH LVWULFW KDV EHHQ DQG LV LQWHQGHG WR SURYLGH

WKH YHKLFOH IRU ILQDQFLQJ FHUWDLQ SXEOLF LQIUDVWUXFWXUH QHFHVVDU\ IRU GHYHORSPHQW RI WKH ODQG ZLWKLQ WKH

ERXQGDULHV RI WKH LVWULFW 6HH 1' 9(/ 230(17 7+( 9(/ 23( 5

3XUVXDQW WR WKH UHVXOWV RI D YRWH RI WKH RZQHUV RI ODQG LQ WKH LVWULFW DW D VSHFLDO ERQG HOHFWLRQ KHOG LQ DQG IRU

WKH LVWULFW RQ 1RYHPEHU WKH OHFWLRQ´ WKH LVWULFW KDV WKH DXWKRULW\ WR LVVXH JHQHUDO REOLJDWLRQ

ERQGV LQ DQ DJJUHJDWH SULQFLSDO DPRXQW RI QRW WR H[ FHHG WKH XWKRUL] HG RQGV´ LQ RUGHU WR

ILQDQFH DPRQJ RWKHU WKLQJV WKH FRVWV RI SXEOLF LQIUDVWUXFWXUH SXUSRVHV ZLWKLQ WKH LVWULFW LQFOXGLQJ LQFLGHQWDO

FRVWV DQG WKH FRVWV RI LVVXLQJ ERQGV LQ PRUH WKDQ RQH VHULHV SD\ DEOH IURP DG YDORUHP WD[ HV ZLWKRXW

OLPLWDWLRQ DV WR UDWH RU DPRXQW SURYLGHG WKDW UHIXQGLQJ ERQGV LQFOXGLQJ WKH RQGV DUH VXEMHFW WR FHUWDLQ

OLPLWDWLRQV DV GHVFULEHG EHORZ OHYLHG RQ DOO WD[ DEOH SURSHUW\ ZLWKLQ WKH ERXQGDULHV RI WKH LVWULFW DQG PD\

DOVR VHFXUH VXFK ERQGV IURP RWKHU VRXUFHV GHVFULEHG LQ WKH QDEOLQJ FW LQFOXGLQJ DPRXQWV DYDLODEOH IURP

VRXUFHV VXFK DV WKH KHUHLQDIWHU GHVFULEHG 6WDQGE\ RQWULEXWLRQ JUHHPHQW DQG HSRVLWRU\ JUHHPHQW 7KH

LVWULFW KDV SUHYLRXVO\ LVVXHG LQ SULQFLSDO DPRXQW RI XWKRUL] HG RQGV VR DXWKRUL] HG DW WKH

OHFWLRQ SXUVXDQW WR D UHVROXWLRQ DGRSWHG E\ WKH RDUG RI LUHFWRUV RI WKH LVWULFW WKH RDUG´ RQ 0D\

WKH 6HULHV RQGV´ 6HH 3/$ 1 2) 5() 81', 1*´ KHUHLQ 7KH LVWULFW KDV RI WKH



XWKRUL] HG RQGV UHPDLQLQJ XQLVVXHG SD\ DEOH IURP DG YDORUHP SURSHUW\ WD[ HV OHYLHG RQ DOO WD[ DEOH SURSHUW\

LQ WKH LVWULFW GGLWLRQDO DPRXQWV RI JHQHUDO REOLJDWLRQ ERQGV PD\ EH DXWKRUL] HG DW IXWXUH HOHFWLRQV KHOG LQ

DQG IRU WKH LVWULFW

7KH RQGV DUH EHLQJ LVVXHG SXUVXDQW WR WKH QDEOLQJ FW DQG 7LWOH KDSWHU UWLFOH UL] RQD 5HYLVHG

6WDWXWHV WKH 5HIXQGLQJ FW´ LQ RUGHU WR UHIXQG DOO RXWVWDQGLQJ 6HULHV RQGV WKH RQGV HLQJ

5HIXQGHG´ ZKLFK ZHUH LVVXHG WR ILQDQFH WKH FRVWV WR DFTXLUH DQG FRQVWUXFW FHUWDLQ SXEOLF LQIUDVWUXFWXUH

ZLWKLQ WKH ERXQGDULHV RI WKH LVWULFW DQG WR SD\ FRVWV RI LVVXDQFH UHODWLQJ WR WKH RQGV 6HH 3/$ 1 2)

5() 81', 1*´ DQG 6285&(6 1' 86( 6 2) 81' 6

IWHU WKH RQGV DUH LVVXHG WKH QDEOLQJ FW DQG 5HIXQGLQJ FW UHTXLUH WKDW WKH RDUG DQQXDOO\ OHY\ DQG

FDXVH DQ DG YDORUHP WD[ WR EH FROOHFWHG RQ DOO WD[ DEOH SURSHUW\ LQ WKH ERXQGDULHV RI WKH LVWULFW VXIILFLHQW

WRJHWKHU ZLWK PRQH\ V IURP WKH VRXUFHV GHVFULEHG LQ WKH QDEOLQJ FW DQG DYDLODEOH SXUVXDQW WR WKH QGHQWXUH

LQFOXGLQJ WKH 6WDQGE\ RQWULEXWLRQ JUHHPHQW DQG HSRVLWRU\ JUHHPHQW WR SD\ HEW 6HUYLFH ZLWK UHVSHFW

WR WKH RQGV ZKHWKHU DW PDWXULW\ RU SULRU UHGHPSWLRQ ZKHQ GXH SURYLGHG KRZHYHU WKDW WKH WRWDO DJJUHJDWH

RI WD[ HV OHYLHG WR SD\ SULQFLSDO RI DQG LQWHUHVW RQ WKH RQGV LQ WKH DJJUHJDWH VKDOO QRW H[ FHHG WKH WRWDO

DJJUHJDWH SULQFLSDO DQG LQWHUHVW WR EHFRPH GXH RQ WKH RQGV HLQJ 5HIXQGHG IURP WKH GDWH RI LVVXDQFH RI WKH

RQGV WR WKH ILQDO GDWH RI PDWXULW\ RI WKH RQGV HLQJ 5HIXQGHG 6XEMHFW WR VXFK OLPLWDWLRQ VXFK WD[ HV DUH WR

EH OHYLHG DVVHVVHG DQG FROOHFWHG DW WKH VDPH WLPH DQG LQ WKH VDPH PDQQHU DV RWKHU WD[ HV DUH OHYLHG DVVHVVHG

DQG FROOHFWHG 7KH SURFHHGV RI WKH WD[ HV ZLOO EH NHSW LQ WKH 7D[ FFRXQW RI WKH RQG XQG WKH 7D[

FFRXQW´ DQG ZLOO EH XVHG RQO\ IRU WKH SD\ PHQW RI SULQFLSDO DQG LQWHUHVW DV DERYH VWDWHG ROORZLQJ

FROOHFWLRQ DQG GHSRVLW RI WKH WD[ HV LQ WKH 7D[ FFRXQW PRQH\ V FUHGLWHG WR WKH 7D[ FFRXQW ZLOO EH LQYHVWHG LQ

DFFRUGDQFH ZLWK WKH SURYLVLRQV RI 6WDWH ODZ

V GHVFULEHG XQGHU WKH KHDGLQJ 3/$ 1 2) 5() 81', 1* WKH QHW SURFHHGV RI WKH VDOH RI WKH RQGV DQG

FHUWDLQ DPRXQWV FRQWULEXWHG E\ WKH LVWULFW DQG WKH HYHORSHU IRU VXFK SXUSRVH ZLOO EH WUDQVIHUUHG WR HOOV

DUJR DQN 1 WKH WUXVWHH IRU WKH RQGV HLQJ 5HIXQGHG WKH 6HULHV 7UXVWHH´ WR EH DSSOLHG WR

SD\ PHQW RI SULQFLSDO RI DQG SUHPLXP LI DQ\ DQG LQWHUHVW RQ WKH RQGV HLQJ 5HIXQGHG 7KH RZQHUV RI WKH

RQGV PXVW UHO\ XSRQ WKH VXIILFLHQF\ RI VXFK DPRXQW IRU WKH SD\ PHQW RI WKH RQGV HLQJ 5HIXQGHG 7KH

LVVXDQFH RI WKH RQGV ZLOO LQ QR ZD\ LQIULQJH XSRQ WKH ULJKWV RI WKH KROGHUV RI WKH RQGV HLQJ 5HIXQGHG WR

UHO\ XSRQ D WD[ OHY\ IRU WKH SD\ PHQW RI SULQFLSDO RI DQG LQWHUHVW RQ WKH RQGV HLQJ 5HIXQGHG LI DPRXQWV KHOG

E\ WKH 6HULHV 7UXVWHH SURYH LQVXIILFLHQW

Q DGGLWLRQ WR WKH OHY\ RI DG YDORUHP SURSHUW\ WD[ HV IRU WKH SD\ PHQW RI HEW 6HUYLFH SXUVXDQW WR WKH UHVXOWV RI

WKH OHFWLRQ WKH LVWULFW DOVR LV DXWKRUL] HG WR OHY\ DQG FROOHFW DQG FXUUHQWO\ OHYLHV DQG FROOHFWV DQ DG YDORUHP

WD[ DW D WD[ UDWH RI QRW WR H[ FHHG SHU RI 1HW VVHVVHG 3URSHUW\ 9DOXH IRU 6HFRQGDU\ 7D[ 3XUSRVHV

DV GHILQHG KHUHLQ RQ DOO WD[ DEOH SURSHUW\ ZLWKLQ WKH ERXQGDULHV RI WKH LVWULFW IRU RSHUDWLRQ DQG PDLQWHQDQFH

H[ SHQVHV RI WKH LVWULFW WKH 2SHUDWLRQ DQG 0DLQWHQDQFH 7D[´

RU HDFK HDU XQWLO WKH RQGV DUH SDLG RU RWKHUZLVH SURYLGHG IRU DQG VXEMHFW WR WKH OLPLWDWLRQ GHVFULEHG DERYH

WKH RDUG ZLOO OHY\ DQG FDXVH WR EH FROOHFWHG DQ DG YDORUHP WD[ RQ DOO WD[ DEOH SURSHUW\ ZLWKLQ WKH ERXQGDULHV

RI WKH LVWULFW ZKLFK GRHV QRW LQFOXGH WKH 2SHUDWLRQ DQG 0DLQWHQDQFH 7D[ VXIILFLHQW ZLWK PRQH\ V LI DQ\

DYDLODEOH SXUVXDQW WR WKH 6HULHV 6WDQGE\ RQWULEXWLRQ JUHHPHQW WR EH GDWHG DV RI HFHPEHU

WKH 6WDQGE\ RQWULEXWLRQ JUHHPHQW´ E\ DQG DPRQJ WKH LVWULFW WKH HYHORSHU DQG 8 6 DQN 1DWLRQDO

VVRFLDWLRQ DV WUXVWHH WKH 7UXVWHH´ WR SD\ HEW 6HUYLFH 7KH 6WDQGE\ RQWULEXWLRQ JUHHPHQW ZLOO EH

WHUPLQDWHG XQGHU FHUWDLQ FLUFXPVWDQFHV 6HH 6(& 85,7< 25 1' 6285&(6 2) 3$< 0(17 2) 7+(

21' 6 7KH 6WDQGE\ RQWULEXWLRQ JUHHPHQW

6LPXOWDQHRXVO\ ZLWK WKH GHOLYHU\ RI WKH RQGV D WKH HYHORSHU ZLOO FDXVH WKH HWWHU RI UHGLW DQN WR KDYH

LVVXHG WKH LQLWLDO HWWHU RI UHGLW WKH HWWHU RI UHGLW´ IRU WKH EHQHILW RI WKH LVWULFW DQG LQ IDYRU RI 8 6

DQN 1DWLRQDO VVRFLDWLRQ DV GHSRVLWRU\ WKH HSRVLWRU\´ LQ WKH VWDWHG DPRXQW RI WR EH KHOG

SXUVXDQW WR WKH 6HULHV HSRVLWRU\ JUHHPHQW WR EH GDWHG DV RI HFHPEHU WKH HSRVLWRU\



JUHHPHQW´ E\ DQG EHWZHHQ WKH LVWULFW DQG WKH HSRVLWRU\ 7KH GUDZ XSRQ WKH HWWHU RI UHGLW LQ WKH WKHQ

VWDWHG DPRXQW PD\ EH DYDLODEOH XQGHU FHUWDLQ FLUFXPVWDQFHV WR SD\ HEW 6HUYLFH EXW QRW GHEW VHUYLFH ZLWK

UHVSHFW WR DQ\ VXEVHTXHQWO\ LVVXHG ERQGV RI WKH LVWULFW LI WKHUH KDV EHHQ OHYLHG DQG DVVHVVHG DQ DG YDORUHP

WD[ RI DW OHDVW SHU RI 1HW VVHVVHG 3URSHUW\ 9DOXH IRU 6HFRQGDU\ 7D[ 3XUSRVHV ZKLFK GRHV QRW

LQFOXGH WKH 2SHUDWLRQ DQG 0DLQWHQDQFH 7D[ RQ DOO WD[ DEOH SURSHUW\ ZLWKLQ WKH ERXQGDULHV RI WKH LVWULFW DQG

DPRXQWV WR SD\ HEW 6HUYLFH DUH QRW DYDLODEOH SXUVXDQW WR WKH 6WDQGE\ RQWULEXWLRQ JUHHPHQW 7KH DPRXQW

WR EH KHOG SXUVXDQW WR WKH HSRVLWRU\ JUHHPHQW DV D UHVXOW RI WKH GUDZ XSRQ WKH HWWHU RI UHGLW ZLOO QRW EH

VXEMHFW WR UHSOHQLVKPHQW LI DSSOLHG DV GHVFULEHG KHUHLQDERYH DQG WKH HSRVLWRU\ JUHHPHQW LV VXEMHFW WR

WHUPLQDWLRQ XQGHU FHUWDLQ FLUFXPVWDQFHV 6HH 6(&85,7< 25 1' 6285&(6 2) 3$<0(17 2) 7+(

21' 6 7KH HSRVLWRU\ JUHHPHQW

1(,7+( 5 7+( 8// 7+ 1' 5(', 7 125 7+( 1(5$/ 7$;, 1* 32:( 5 2) 7+( 72: 1

7+( 67$7( 2) 5,=21$ 7+( 67$7(´ 25 1< 32/, 7,&$/ 68%',9,6,21 7+( 5(2) 27+( 5

7+$1 7+( 675,&7 6 3/('*(' 72 7+( 3$<0(17 2) 7+( 21' 6 7+( 21' 6

2%/,*$7,216 2) 7+( 675,&7 21/< 121( 2) 7+( 72: 1 7+( 67$7( 25 1<32/, 7,&$/

68%',9,6,21 7+( 5(2) 27+(5 7+$1 7+( 675,&7 9( 1< 2%/,*$7,21 7+

5(63(& 7 72 7 6( 59,&( 25 7+( 21' 6

7+( 21' 6

XWKRULW\

7KH RQGV DUH DXWKRUL] HG SXUVXDQW WR WKH QDEOLQJ FW DQG WKH 5HIXQGLQJ FW DQG ZLOO EH LVVXHG SXUVXDQW WR D

UHVROXWLRQ DGRSWHG E\ WKH RDUG RQ 2FWREHU WKH RQG 5HVROXWLRQ´ DQG WKH 6HULHV QGHQWXUH

RI 7UXVW DQG 6HFXULW\ JUHHPHQW WR EH GDWHG DV RI HFHPEHU WKH QGHQWXUH´ IURP WKH LVWULFW WR

WKH 7UXVWHH 6HH SSHQGL[ 6800$5< 2) 57$,1 3529,6,216 2) 7+( 1'( 1785( 6HH

6(& 85,7< 25 1' 6285&(6 2) 3$< 0(17 2) 7+( 21' 6 G 9DORUHP 3URSHUW\ 7D[ DWLRQ LQ WKH

LVWULFW 7$%/( 67,0$7(' 7 6( 59,&( 5(48,5(0(176´ DQG 29(5/$ 33,1*

7,21$/ 1' 7,21$/ 29(5/$ 33,1* 1'(%7(' 1(66 GGLWLRQDO HQHUDO 2EOLJDWLRQ

RQGHG QGHEWHGQHVV RI WKH LVWULFW 6HH VSHFLILFDOO\ 29(5/$ 33,1* 7,21$/ 1'

7,21$/ 29(5/$ 33,1* 1'(%7(' 1(66 GGLWLRQDO HQHUDO 2EOLJDWLRQ RQGHG QGHEWHGQHVV RI

WKH LVWULFW´ IRU D OLPLWDWLRQ RQ WKH LVVXDQFH RI WKH XWKRUL] HG RQGV UHPDLQLQJ XQLVVXHG DQG ERQGV LVVXHG WR

UHIXQG VXFK ERQGV RU WKH RQGV

HQHUDO HVFULSWLRQ

7KH RQGV ZLOO EH GDWHG WKH GDWH RI WKHLU LQLWLDO GHOLYHU\ DQG ZLOO PDWXUH DQG EHDU LQWHUHVW DV VHW IRUWK RQ WKH

LQVLGH IURQW FRYHU SDJH RI WKLV 2IILFLDO 6WDWHPHQW

QWHUHVW RQ WKH RQGV ZLOO EH SDLG VHPLDQQXDOO\ RQ DQXDU\ DQG XO\ RI HDFK HDU FRPPHQFLQJ XO\

HDFK VXFK GDWH DQ QWHUHVW 3D\ PHQW DWH´ 7KH RQGV ZLOO EHDU LQWHUHVW IURP WKH PRVW UHFHQW QWHUHVW

3D\ PHQW DWH WR ZKLFK LQWHUHVW KDV EHHQ SDLG RU GXO\ SURYLGHG IRU RU LI QR LQWHUHVW KDV EHHQ SDLG IURP WKH

GDWH RI WKHLU LQLWLDO GHOLYHU\ FDOFXODWHG RQ WKH EDVLV RI D GD\ HDU RI WZHOYH GD\ PRQWKV

7KH RQGV ZLOO EH LVVXHG LQ WKH IRUP RI IXOO\ UHJLVWHUHG ERQGV ZLWKRXW FRXSRQV UHJLVWHUHG LQ WKH QDPH RI

HGH R DV QRPLQHH RI 7KH HSRVLWRU\ 7UXVW RPSDQ\ 1HZ RUN 1HZ RUN 7&´ DQG ZLOO EH

DYDLODEOH WR XOWLPDWH SXUFKDVHUV XQGHU WKH ERRN HQWU\ V\ VWHP PDLQWDLQHG E\ 7& LQ DPRXQWV RI RI

SULQFLSDO GXH RQ D PDWXULW\ GDWH DQG DQ\ LQWHJUDO PXOWLSOHV WKHUHRI LQ H[ FHVV WKHUHRI 3D\ PHQWV RI SULQFLSDO

DQG LQWHUHVW ZLOO EH SDLG E\ ZLUH WUDQVIHU WR 7& IRU VXEVHTXHQW GLVEXUVHPHQWV WR 7& SDUWLFLSDQWV ZKR ZLOO

UHPLW VXFK SD\ PHQWV WR WKH EHQHILFLDO RZQHUV RI WKH RQGV 1R GRFXPHQW RI DQ\ QDWXUH ZKDWVRHYHU QHHG EH

VXUUHQGHUHG DV D FRQGLWLRQ WR SD\ PHQW RI WKH SULQFLSDO DQG LQWHUHVW RQ WKH RQGV 6HH 33( 1',;

22. 175< 21/< 6<67( 0



5HGHPSWLRQ 3URYLVLRQV

2SWLRQDO 5HGHPSWLRQ 7KH RQGV PDWXULQJ RQ RU EHIRUH XO\ ZLOO QRW EH VXEMHFW WR UHGHPSWLRQ SULRU

WR PDWXULW\ 7KH RQGV PDWXULQJ RQ DQG DIWHU XO\ ZLOO EH VXEMHFW WR UHGHPSWLRQ DW WKH RSWLRQ RI WKH

LVWULFW DV D ZKROH RU LQ SDUW RQ XO\ RU DQ\ GDWH WKHUHDIWHU HDFK D 5HGHPSWLRQ DWH´ XSRQ

SD\ PHQW RI WKH 5HGHPSWLRQ 3ULFH ZKLFK VKDOO FRQVLVW RI WKH SULQFLSDO DPRXQW RI WKH RQGV VR UHGHHPHG SOXV

DFFUXHG LQWHUHVW LI DQ\ RQ WKH RQGV VR UHGHHPHG IURP WKH PRVW UHFHQW QWHUHVW 3D\ PHQW DWH WR WKH

5HGHPSWLRQ DWH EXW ZLWKRXW SUHPLXP

6HOHFWLRQ RI RQGV IRU 5HGHPSWLRQ Q FDVH RI DQ\ UHGHPSWLRQ RI OHVV WKDQ DOO RI WKH RQGV 2XWVWDQGLQJ WKH

LVWULFW ZLOO DW OHDVW GD\ V SULRU WR WKH 5HGHPSWLRQ DWH XQOHVV D VKRUWHU QRWLFH VKDOO EH VDWLVIDFWRU\ WR WKH

7UXVWHH QRWLI\ WKH 7UXVWHH LQ ZULWLQJ RI VXFK 5HGHPSWLRQ DWH DQG RI WKH 6WDWHG 0DWXULWLHV DQG SULQFLSDO

DPRXQWV RI RQGV WR EH UHGHHPHG I OHVV WKDQ DOO WKH RQGV 2XWVWDQGLQJ RI D 6WDWHG 0DWXULW\ RI WKH RQGV

DUH WR EH UHGHHPHG WKH SDUWLFXODU RQGV RI VXFK 6WDWHG 0DWXULW\ RI WKH RQGV WR EH UHGHHPHG ZLOO EH VHOHFWHG

QRW PRUH WKDQ GD\ V SULRU WR WKH 5HGHPSWLRQ DWH E\ WKH 7UXVWHH IURP WKH RQGV 2XWVWDQGLQJ WKDW KDYH QRW

SUHYLRXVO\ EHHQ FDOOHG IRU UHGHPSWLRQ E\ VXFK UDQGRP PHWKRG DV WKH 7UXVWHH VKDOO LQ LWV VROH GLVFUHWLRQ GHHP

DSSURSULDWH DQG WKDW PD\ SURYLGH IRU WKH VHOHFWLRQ IRU UHGHPSWLRQ RI SRUWLRQV HTXDO WR RI SULQFLSDO

DPRXQW RU DQ LQWHJUDO PXOWLSOH WKHUHRI RI WKH SULQFLSDO RI RQGV RI D GHQRPLQDWLRQ ODUJHU WKDQ WKH DXWKRUL] HG

GHQRPLQDWLRQ RI WKDW RQG

1RWLFH RI 5HGHPSWLRQ 1RWLFH RI UHGHPSWLRQ ZLOO EH JLYHQ E\ WKH 7UXVWHH QRW OHVV WKDQ GD\ V QRU PRUH WKDQ

GD\ V SULRU WR WKH 5HGHPSWLRQ DWH WR 7& 1HLWKHU WKH IDLOXUH WR PDLO DQ\ VXFK QRWLFH QRU DQ\ GHIHFW LQ

DQ\ QRWLFH VR PDLOHG ZLOO DIIHFW WKH VXIILFLHQF\ RI VXFK QRWLFH RU WKH UHGHPSWLRQ RWKHUZLVH HIIHFWHG E\ VXFK

QRWLFH

IIHFW RI 5HGHPSWLRQ 1RWLFH RI UHGHPSWLRQ KDYLQJ EHHQ JLYHQ DV DIRUHVDLG WKH RQGV VR WR EH UHGHHPHG

ZLOO RQ WKH 5HGHPSWLRQ DWH EHFRPH GXH DQG SD\ DEOH DW WKH 5HGHPSWLRQ 3ULFH WKHUHLQ VSHFLILHG DQG IURP

DQG DIWHU VXFK GDWH XQOHVV WKH LVWULFW VKDOO GHIDXOW LQ WKH SD\ PHQW RI WKH 5HGHPSWLRQ 3ULFH VXFK RQGV ZLOO

FHDVH WR EHDU LQWHUHVW 8SRQ VXUUHQGHU RI DQ\ VXFK RQG IRU UHGHPSWLRQ LQ DFFRUGDQFH ZLWK VDLG QRWLFH VXFK

RQG ZLOO EH SDLG E\ WKH LVWULFW DW WKH 5HGHPSWLRQ 3ULFH EXW VROHO\ IURP WKH VRXUFHV SURYLGHG WKHUHLQ

3/$ 1 2) 5() 81', 1*

7KH SURFHHGV IURP WKH VDOH RI WKH RQGV UHPDLQLQJ DIWHU SD\ PHQW RI WKH FRVWV RI LVVXDQFH DORQJ ZLWK FHUWDLQ

DPRXQWV FRQWULEXWHG E\ WKH LVWULFW DQG WKH HYHORSHU IRU VXFK SXUSRVH ZLOO EH WUDQVIHUUHG WR WKH 6HULHV

7UXVWHH DQG KHOG LQ WUXVW WR EH DSSOLHG WR SD\ PHQW RI SULQFLSDO RI DQG LQWHUHVW RQ WKH RQGV HLQJ 5HIXQGHG

GHVFULEHG EHORZ ZLWKRXW SUHPLXP

3ULQFLSDO RQGV

VVXH 0DWXULW\ PRXQW HLQJ 5HGHPSWLRQ 86,3

6HULHV DWH RXSRQ 2XWVWDQGLQJ 5HIXQGHG DWH 1R

a)

a)  7HUP RQG ZLWK D ILQDO PDWXULW\ RI XO\

I WKH PRQH\ V KHOG E\ WKH 6HULHV 7UXVWHH DUH QRW VXIILFLHQW WR SD\ WKH SULQFLSDO RI DQG LQWHUHVW RQ WKH

RQGV HLQJ 5HIXQGHG WKH LVWULFW ZLOO UHPDLQ OLDEOH IRU SD\ PHQW RI WKH RQGV HLQJ 5HIXQGHG 7KH DG

YDORUHP SURSHUW\ WD[ WR EH OHYLHG IRU WKH SD\ PHQW RI WKH RQGV LV XQOLPLWHG DV WR UDWH EXW OLPLWHG LQ DPRXQW VR

WKDW WKH DJJUHJDWH RI WD[ HV OHYLHG WR SD\ SULQFLSDO RI DQG LQWHUHVW RQ WKH RQGV ZLOO QRW H[ FHHG WKH WRWDO



DJJUHJDWH SULQFLSDO DQG LQWHUHVW WR EHFRPH GXH RQ WKH RQGV HLQJ 5HIXQGHG IURP WKH GDWH RI LVVXDQFH RI WKH

RQGV WR WKH ILQDO GDWH RI PDWXULW\ RI WKH RQGV HLQJ 5HIXQGHG 7KH 5HIXQGLQJ FW SURYLGHV WKDW WKH

LVVXDQFH RI WKH RQGV LQ QR ZD\ LQIULQJHV XSRQ WKH ULJKWV RI KROGHUV RI WKH RQGV HLQJ 5HIXQGHG WR UHO\

XSRQ D WD[ OHY\ IRU WKH SD\ PHQW RI SULQFLSDO RI DQG LQWHUHVW RQ WKH RQGV HLQJ 5HIXQGHG LI WKH PRQH\ V KHOG

E\ WKH 6HULHV 7UXVWHH SURYH LQVXIILFLHQW WR UHIXQG WKH RQGV HLQJ 5HIXQGHG 7KH 5HIXQGLQJ FW IXUWKHU

SURYLGHV WKDW RZQHUV RI WKH RQGV PXVW UHO\ XSRQ WKH VXIILFLHQF\ RI WKH PRQH\ V KHOG E\ WKH 6HULHV

7UXVWHH IRU WKH RQGV HLQJ 5HIXQGHG 6HH 6(& 85,7< 25 1' 6285&(6 2) 3$< 0(17 2) 7+(

21' 6

6(& 85,7< 25 1' 6285&(6 2) 3$<0(17 2) 7+( 21' 6

HQHUDO

IWHU WKH RQGV DUH LVVXHG WKH QDEOLQJ FW DQG 5HIXQGLQJ FW UHTXLUH WKDW WKH RDUG DQQXDOO\ OHY\ DQG

FDXVH DQ DG YDORUHP WD[ WR EH FROOHFWHG RQ DOO WD[ DEOH SURSHUW\ LQ WKH ERXQGDULHV RI WKH LVWULFW VXIILFLHQW

WRJHWKHU ZLWK PRQH\ V IURP WKH VRXUFHV GHVFULEHG LQ WKH QDEOLQJ FW DQG ZKLFK PD\ EH DYDLODEOH SXUVXDQW WR

WKH QGHQWXUH LQFOXGLQJ WKH 6WDQGE\ RQWULEXWLRQ JUHHPHQW DQG WKH HSRVLWRU\ JUHHPHQW WR SD\ HEW

6HUYLFH ZKHQ GXH SURYLGHG KRZHYHU WKDW WKH WRWDO DJJUHJDWH RI WD[ HV OHYLHG WR SD\ SULQFLSDO RI DQG LQWHUHVW

RQ WKH RQGV LQ WKH DJJUHJDWH VKDOO QRW H[ FHHG WKH WRWDO DJJUHJDWH SULQFLSDO DQG LQWHUHVW WR EHFRPH GXH RQ WKH

RQGV HLQJ 5HIXQGHG IURP WKH GDWH RI LVVXDQFH RI WKH RQGV WR WKH ILQDO GDWH RI PDWXULW\ RI WKH RQGV HLQJ

5HIXQGHG 6XEMHFW WR VXFK OLPLWDWLRQ VXFK WD[ HV DUH WR EH OHYLHG DVVHVVHG DQG FROOHFWHG DW WKH VDPH WLPH DQG

LQ WKH VDPH PDQQHU DV RWKHU WD[ HV DUH OHYLHG DVVHVVHG DQG FROOHFWHG 7KH SURFHHGV RI WKH WD[ HV ZLOO EH NHSW LQ

WKH 7D[ FFRXQW DQG ZLOO EH XVHG RQO\ IRU WKH SD\ PHQW RI SULQFLSDO DQG LQWHUHVW DV DERYH VWDWHG ROORZLQJ

FROOHFWLRQ DQG GHSRVLW RI WKH WD[ HV LQ WKH 7D[ FFRXQW PRQH\ V FUHGLWHG WR WKH 7D[ FFRXQW ZLOO EH LQYHVWHG LQ

DFFRUGDQFH ZLWK WKH SURYLVLRQV RI 6WDWH ODZ

V GHVFULEHG XQGHU WKH KHDGLQJ 3/$ 1 2) 5() 81', 1* WKH QHW SURFHHGV RI WKH VDOH RI WKH RQGV DQG DQ\

DPRXQWV FRQWULEXWHG E\ WKH LVWULFW IRU VXFK SXUSRVH ZLOO EH WUDQVIHUUHG WR WKH 6HULHV 7UXVWHH WR EH

DSSOLHG WR SD\ PHQW RI SULQFLSDO RI SUHPLXP LI DQ\ DQG LQWHUHVW RQ WKH RQGV HLQJ 5HIXQGHG 7KH RZQHUV

RI WKH RQGV PXVW UHO\ XSRQ WKH VXIILFLHQF\ RI VXFK DPRXQW IRU WKH SD\ PHQW RI WKH RQGV HLQJ 5HIXQGHG

7KH LVVXDQFH RI WKH RQGV ZLOO LQ QR ZD\ LQIULQJH XSRQ WKH ULJKWV RI WKH KROGHUV RI WKH RQGV HLQJ 5HIXQGHG

WR UHO\ XSRQ D WD[ OHY\ IRU WKH SD\ PHQW RI SULQFLSDO RI DQG LQWHUHVW RQ WKH RQGV HLQJ 5HIXQGHG LI DPRXQWV

KHOG E\ WKH 6HULHV 7UXVWHH SURYH LQVXIILFLHQW WR UHIXQG WKH RQGV HLQJ 5HIXQGHG 6HH 6(&85,7<

25 1' 6285&(6 2) 3$< 0(17 2) 7+( 21' 6 Ad Valorem 3URSHUW\ 7D[ DWLRQ LQ WKH LVWULFW

HQHUDO 2EOLJDWLRQ RQGHG QGHEWHGQHVV WR EH 2XWVWDQGLQJ´ DQG 29(5/$ 33,1* 7,21$/

29(5/$ 33,1* 1' 27+(5 1'(%7(' 1(66 GGLWLRQDO HQHUDO 2EOLJDWLRQ RQGHG QGHEWHGQHVV RI

WKH LVWULFW

7KH LVWULFW DQG WKH 7UXVWHH ZLOO DFNQRZOHGJH SXUVXDQW WR WKH QGHQWXUH WKDW VXEMHFW WR WKH OLPLWDWLRQV RI WKH

5HIXQGLQJ FW ZLWK UHVSHFW WR WKH RQGV WKH RQGV DQG DQ\ JHQHUDO REOLJDWLRQ ERQGV DQG RWKHU JHQHUDO

REOLJDWLRQ UHIXQGLQJ ERQGV RI WKH LVWULFW KHUHDIWHU LVVXHG ZLOO EH SD\ DEOH RQ D SDULW\ EDVLV ZLWK UHVSHFW WR WKH

FROOHFWLRQ DQG DSSOLFDWLRQ RI SURSHUW\ WD[ UHYHQXHV RI WKH LVWULFW DQG WKDW VXFK SURSHUW\ WD[ HV ZLOO EH

DOORFDWHG WR HDFK VHULHV RI ERQGV LQ DFFRUGDQFH ZLWK DQ\ GHEW VHUYLFH WKHQ GXH DQG LQ HLWKHU FDVH WDNLQJ LQWR

DFFRXQW RWKHU IXQGV KHOG E\ WKH LVWULFW IRU VXFK SD\ PHQW 3URSHUW\ WD[ UHYHQXHV DOORFDWHG IRU DQ\ VHULHV RI

ERQGV ZLOO EH GHSRVLWHG LQWR WKH DSSOLFDEOH IXQG RU DFFRXQW VHW DVLGH IRU VXFK VHULHV

HEW 6HUYLFH RQ WKH RQGV DOVR ZLOO EH SD\ DEOH IURP DPRXQWV SDLG SXUVXDQW WR WKH 6WDQGE\ RQWULEXWLRQ

JUHHPHQW ZKLFK DPRXQWV ZLOO EH SDLG WR WKH 7UXVWHH DW WKH WLPHV DQG IRU WKH SHULRG VHW IRUWK LQ WKH 6WDQGE\

RQWULEXWLRQ JUHHPHQW 7KH 6WDQGE\ RQWULEXWLRQ JUHHPHQW PD\ EH WHUPLQDWHG XQGHU FHUWDLQ

FLUFXPVWDQFHV SULRU WR WKH ILQDO PDWXULW\ RI WKH RQGV 6HH 7KH 6WDQGE\ RQWULEXWLRQ JUHHPHQW´ EHORZ W

LV H[ SHFWHG WKDW EDVHG RQ DQWLFLSDWHG GHYHORSPHQW DV GHVFULEHG KHUHLQ XQGHU WKH KHDGLQJ 1'

9(/ 230(17 7+( 9(/ 23( 5 DQG HYHORSPHQW WKH DPRXQW RI DG YDORUHP WD[ HV WR EH



FROOHFWHG IURP HDU WR HDU DW D WD[ UDWH RI SHU RI 1HW VVHVVHG 3URSHUW\ 9DOXH IRU 6HFRQGDU\ 7D[

3XUSRVHV RQ DOO WD[ DEOH SURSHUW\ WKHQ ZLWKLQ WKH ERXQGDULHV RI WKH LVWULFW PD\ HDFK HDU SD\ DQ LQFUHDVLQJ

DPRXQW RI HEW 6HUYLFH DQG XOWLPDWHO\ PD\ EH VXIILFLHQW DORQH WR SD\ HEW 6HUYLFH

Q WKH HYHQW WKH HYHORSHU IDLOV WR SD\ DPRXQWV GXH SXUVXDQW WR WKH 6WDQGE\ RQWULEXWLRQ JUHHPHQW HEW

6HUYLFH EXW QRW GHEW VHUYLFH ZLWK UHVSHFW WR DQ\ VXEVHTXHQWO\ LVVXHG ERQGV RI WKH LVWULFW PD\ DOVR EH

SD\ DEOH IURP WKH VWDWHG DPRXQW RI WKH HWWHU RI UHGLW ZKLFK ZLOO EH GUDZQ DQG KHOG SXUVXDQW WR WKH

HSRVLWRU\ JUHHPHQW DQG WKHQ XQGHU FHUWDLQ FLUFXPVWDQFHV SDLG WR WKH 7UXVWHH IRU VXFK SXUSRVH DW WKH WLPHV

DQG LQ WKH DPRXQWV VHW IRUWK LQ WKH HSRVLWRU\ JUHHPHQW 7KH HSRVLWRU\ JUHHPHQW PD\ EH WHUPLQDWHG

XQGHU FHUWDLQ FLUFXPVWDQFHV SULRU WR WKH ILQDO PDWXULW\ RI WKH RQGV 6HH 7KH HSRVLWRU\ JUHHPHQW´ EHORZ

7KH DPRXQWV DYDLODEOH WR EH KHOG SXUVXDQW WR WKH HSRVLWRU\ JUHHPHQW ZLOO QRW EH VXEMHFW WR

UHSOHQLVKPHQW IURP DQ\ VRXUFHV LI VXFK DPRXQWV DUH DSSOLHG DV GHVFULEHG KHUHLQDERYH

Investment in the Bonds involves certain risks that each prospective investor should consider prior to

investing.  See “ RISK FACTORS.” 

1(,7+( 5 7+( 8// 7+ 1' 5(', 7 125 7+( 1(5$/ 7$;, 1* 32:( 5 2) 7+(

72: 1 7+( 67$7( 25 1< 32/, 7,&$/ 68%',9,6,21 7+( 5(2) 27+(5 7+$1 7+(

675,&7 6 3/('*(' 72 7+( 3$<0(17 2) 7+( 21' 6 7+( 21' 6

2%/,*$7,216 2) 7+( 675,&7 21/< 121( 2) 7+( 72: 1 7+( 67$7( 25 1<

32/, 7,&$/ 68%',9,6,21 7+( 5(2) 27+(5 7+$1 7+( 675,&7 9( 1<

2%/,*$7,21 7+ 5(63(& 7 72 7 6( 59,&( 25 7+( 21' 6

G 9DORUHP 3URSHUW\ 7D[ DWLRQ LQ WKH LVWULFW

7D[ HV OHYLHG IRU WKH PDLQWHQDQFH DQG RSHUDWLRQ RI FRXQWLHV FLWLHV WRZQV VFKRRO GLVWULFWV FRPPXQLW\ FROOHJH

GLVWULFWV DQG WKH 6WDWH DUH SULPDU\ WD[ HV 7KH 6WDWH GRHV QRW FXUUHQWO\ OHY\ DG YDORUHP WD[ HV 7D[ HV OHYLHG

IRU SD\ PHQW RI ERQGV OLNH WKH RQGV YRWHU DSSURYHG EXGJHW RYHUULGHV DQG WKH PDLQWHQDQFH DQG RSHUDWLRQ RI

VSHFLDO VHUYLFH GLVWULFWV VXFK DV WKH LVWULFW VDQLWDU\ ILUH URDG LPSURYHPHQW DQG MRLQW WHFKQRORJLFDO HGXFDWLRQ

GLVWULFWV DUH VHFRQGDU\ WD[ HV 6HH 3ULPDU\ 7D[ HV´ DQG 6HFRQGDU\ 7D[ HV´ EHORZ

Taxable Property

5HDO SURSHUW\ DQG LPSURYHPHQWV DQG SHUVRQDO SURSHUW\ DUH HLWKHU YDOXHG E\ WKH VVHVVRU RI 3LPD RXQW\

UL] RQD WKH RXQW\´ RU WKH UL] RQD HSDUWPHQW RI 5HYHQXH 3URSHUW\ YDOXHG E\ WKH VVHVVRU RI WKH RXQW\

LV UHIHUUHG WR DV ORFDOO\ DVVHVVHG´ SURSHUW\ DQG JHQHUDOO\ HQFRPSDVVHV UHVLGHQWLDO DJULFXOWXUDO DQG WUDGLWLRQDO

FRPPHUFLDO DQG LQGXVWULDO SURSHUW\ 3URSHUW\ YDOXHG E\ WKH HSDUWPHQW RI 5HYHQXH LV UHIHUUHG WR DV FHQWUDOO\

YDOXHG´ SURSHUW\ DQG JHQHUDOO\ LQFOXGHV ODUJH PLQH DQG XWLOLW\ HQWLWLHV

RFDOO\ DVVHVVHG SURSHUW\ LV DVVLJQHG WZR YDOXHV IXOO FDVK YDOXH DQG OLPLWHG SURSHUW\ YDOXH HQWUDOO\ YDOXHG

SURSHUW\ LV DVVLJQHG RQH YDOXH IXOO FDVK YDOXH

Full Cash Value

XOO FDVK YDOXH XOO DVK 9DOXH´ LV VWDWXWRULO\ GHILQHG WR PHDQ WKDW YDOXH GHWHUPLQHG DV SUHVFULEHG E\

VWDWXWH´ RU LI QR VWDWXWRU\ PHWKRG LV SUHVFULEHG LW LV V\ QRQ\ PRXV ZLWK PDUNHW YDOXH ZKLFK PHDQV WKDW HVWLPDWH

RI YDOXH WKDW LV GHULYHG DQQXDOO\ E\ XVLQJ VWDQGDUG DSSUDLVDO PHWKRGV DQG WHFKQLTXHV ZKLFK JHQHUDOO\ LQFOXGH

WKH PDUNHW DSSURDFK WKH FRVW DSSURDFK DQG WKH LQFRPH DSSURDFK Q YDOXLQJ ORFDOO\ DVVHVVHG SURSHUW\ WKH

VVHVVRU RI WKH RXQW\ JHQHUDOO\ XVHV D FRVW DSSURDFK WR YDOXH FRPPHUFLDO LQGXVWULDO SURSHUW\ DQG D PDUNHW

DSSURDFK WR YDOXH UHVLGHQWLDO SURSHUW\ Q YDOXLQJ FHQWUDOO\ YDOXHG SURSHUW\ WKH UL] RQD HSDUWPHQW RI

5HYHQXH EHJLQV JHQHUDOO\ ZLWK LQIRUPDWLRQ SURYLGHG E\ WD[ SD\ HUV DQG WKHQ DSSOLHV SURFHGXUHV SURYLGHG E\



6WDWH ODZ 6WDWH ODZ DOORZV WD[ SD\ HUV WR DSSHDO VXFK XOO DVK 9DOXHV E\ SURYLGLQJ HYLGHQFH RI D ORZHU YDOXH

ZKLFK PD\ EH EDVHG XSRQ DQRWKHU YDOXDWLRQ DSSURDFK

XOO DVK 9DOXH LV XVHG DV WKH EDVLV IRU OHY\ LQJ WD[ HV ERWK SULPDU\ DQG VHFRQGDU\ RQ FHQWUDOO\ YDOXHG

SURSHUW\ DQG SHUVRQDO SURSHUW\ H[ FHSW PRELOH KRPHV XOO DVK 9DOXH LV DOVR XVHG DV WKH FHLOLQJ IRU

GHWHUPLQLQJ LPLWHG 3URSHUW\ 9DOXH DV GHILQHG EHORZ DQG DV WKH EDVLV IRU GHWHUPLQLQJ FRQVWLWXWLRQDO DQG

VWDWXWRU\ GHEW OLPLWV IRU FHUWDLQ SROLWLFDO VXEGLYLVLRQV LQ UL] RQD 8QOLNH LPLWHG 3URSHUW\ 9DOXH LQFUHDVHV LQ

XOO DVK 9DOXH DUH QRW OLPLWHG

Limited Property Value

LPLWHG SURSHUW\ YDOXH LPLWHG 3URSHUW\ 9DOXH´ LV D SURSHUW\ YDOXH GHWHUPLQHG SXUVXDQW WR WKH UL] RQD

RQVWLWXWLRQ DQG WKH UL] RQD 5HYLVHG 6WDWXWHV RU ORFDOO\ DVVHVVHG SURSHUW\ LQ H[ LVWHQFH LQ WKH SULRU HDU WKDW

GLG QRW XQGHUJR PRGLILFDWLRQ WKURXJK FRQVWUXFWLRQ GHVWUXFWLRQ VSOLW RU FKDQJH LQ XVH LQFOXGLQJ WKDW IRU

PRELOH KRPHV LPLWHG 3URSHUW\ 9DOXH LV OLPLWHG WR WKH OHVVHU RI XOO DVK 9DOXH RU DQ DPRXQW JUHDWHU

WKDQ LPLWHG 3URSHUW\ 9DOXH GHWHUPLQHG IRU WKH SULRU HDU

LPLWHG 3URSHUW\ 9DOXH LV XVHG DV WKH EDVLV IRU OHY\ LQJ WD[ HV ERWK SULPDU\ DQG VHFRQGDU\ RQ ORFDOO\ DVVHVVHG

SURSHUW\ 8QOLNH XOO DVK 9DOXH LQFUHDVHV LQ LPLWHG 3URSHUW\ 9DOXH DUH OLPLWHG DV GHVFULEHG LQ WKH SULRU

SDUDJUDSK DQG XQGHU WKH KHDGLQJ 3ULPDU\ 7D[ HV´ EHORZ

Property Classification and Assessment Ratios

OO SURSHUW\ ERWK UHDO DQG SHUVRQDO LV DVVLJQHG D FODVVLILFDWLRQ GHILQHG E\ SURSHUW\ XVH DQG UHODWHG

DVVHVVPHQW UDWLR WKDW LV PXOWLSOLHG E\ WKH LPLWHG 3URSHUW\ 9DOXH RU XOO DVK 9DOXH RI WKH SURSHUW\ DV

DSSOLFDEOH WR REWDLQ WKH LPLWHG VVHVVHG 3URSHUW\ 9DOXH´ DQG WKH XOO DVK VVHVVHG 9DOXH

UHVSHFWLYHO\ 6XFK YDOXHV DUH WKHQ PXOWLSOLHG E\ WKH UHOHYDQW WD[ LQJ MXULVGLFWLRQ¶V SULPDU\ DQG VHFRQGDU\ WD[

UDWHV WR GHWHUPLQH HDFK SURSHUW\ RZQHU¶V SURSHUW\ WD[ OLDELOLW\

7KH DVVHVVPHQW UDWLRV IRU HDFK SURSHUW\ FODVVLILFDWLRQ DUH VHW IRUWK E\ WD[ HDU LQ WKH IROORZLQJ WDEOH

7$%/(

3URSHUW\ 7D[ VVHVVPHQW 5DWLRV 7D[ HDU

3URSHUW\ ODVVLILFDWLRQ
a)

0LQLQJ XWLOLWLHV FRPPHUFLDO DQG LQGXVWULDO

JULFXOWXUH DQG YDFDQW ODQG

2ZQHU RFFXSLHG UHVLGHQWLDO

HDVHG RU UHQWHG UHVLGHQWLDO

5DLOURDG SULYDWH FDU FRPSDQ\ DQG DLUOLQH

IOLJKW SURSHUW\
b)

a) $ GGLWLRQDO FODVVHV RI SURSHUW\ H[ LVW EXW VHOGRP DPRXQW WR D VLJQLILFDQW SRUWLRQ RI D PXQLFLSDO ERG\¶ V

WRWDO YDOXDWLRQ

b) 7KLV SHUFHQWDJH LV GHWHUPLQHG DQQXDOO\ SXUVXDQW WR 6HFWLRQ UL] RQD 5HYLVHG 6WDWXWHV

6RXUFH State and County Abstract of the Assessment Roll, $ UL] RQD HSDUWPHQW RI 5HYHQXH WKH 3URSHUW\

7D[ EVWUDFW´ 1RWH WKDW 1HW VVHVVHG 3URSHUW\ 9DOXH IRU 6HFRQGDU\ 7D[ 3XUSRVHV DV GHILQHG

KHUHLQ LV GHVFULEHG DV 1HW VVHVVHG 9DOXH´ LQ WKH 3URSHUW\ 7D[ EVWUDFW



Primary Taxes

3ULPDU\ WD[ HV DUH OHYLHG DJDLQVW 1HW LPLWHG VVHVVHG 3URSHUW\ 9DOXH´ RI ORFDOO\ DVVHVVHG SURSHUW\ DQG

DJDLQVW 1HW XOO DVK VVHVVHG 9DOXH´ RI FHQWUDOO\ YDOXHG SURSHUW\ 1HW LPLWHG VVHVVHG 3URSHUW\ 9DOXH

DQG 1HW XOO DVK VVHVVHG 9DOXH DUH GHWHUPLQHG E\ H[ FOXGLQJ WKH YDOXH RI SURSHUW\ H[ HPSW IURP WD[ DWLRQ

IURP LPLWHG VVHVVHG 3URSHUW\ 9DOXH DQG XOO DVK VVHVVHG 9DOXH UHVSHFWLYHO\

7KH SULPDU\ WD[ HV OHYLHG E\ HDFK FRXQW\ FLW\ WRZQ DQG FRPPXQLW\ FROOHJH GLVWULFW DUH FRQVWLWXWLRQDOO\

OLPLWHG WR D PD[ LPXP LQFUHDVH RI RYHU WKH PD[ LPXP DOORZDEOH SULRU HDU¶V OHY\ OLPLW SOXV DQ\ WD[ HV RQ

SURSHUW\ QRW VXEMHFW WR WD[ DWLRQ LQ WKH SUHFHGLQJ HDU H J QHZ FRQVWUXFWLRQ DQG SURSHUW\ EURXJKW LQWR WKH

MXULVGLFWLRQ EHFDXVH RI DQQH[ DWLRQ 7KH OLPLWDWLRQ GRHV QRW DSSO\ WR SULPDU\ WD[ HV OHYLHG RQ EHKDOI RI

VFKRRO GLVWULFWV

3ULPDU\ WD[ HV RQ UHVLGHQWLDO SURSHUW\ RQO\ DUH FRQVWLWXWLRQDOO\ OLPLWHG WR RI WKH LPLWHG 3URSHUW\ 9DOXH RI

VXFK SURSHUW\ 7KLV FRQVWLWXWLRQDO OLPLWDWLRQ RQ UHVLGHQWLDO SULPDU\ WD[ OHYLHV LV LPSOHPHQWHG E\ UHGXFLQJ WKH

VFKRRO GLVWULFW¶V WD[ HV 7R RIIVHW WKH HIIHFWV RI UHGXFHG VFKRRO GLVWULFW SURSHUW\ WD[ HV WKH 6WDWH FRPSHQVDWHV

WKH VFKRRO GLVWULFW E\ SURYLGLQJ DGGLWLRQDO 6WDWH DLG

Secondary Taxes

6HFRQGDU\ WD[ HV DUH OHYLHG DJDLQVW 1HW LPLWHG VVHVVHG 3URSHUW\ 9DOXH RI ORFDOO\ DVVHVVHG SURSHUW\ DQG

DJDLQVW 1HW XOO DVK VVHVVHG 9DOXH RI FHQWUDOO\ YDOXHG SURSHUW\ WRJHWKHU 1HW VVHVVHG 3URSHUW\ 9DOXH

IRU 6HFRQGDU\ 7D[ 3XUSRVHV´ 7KHUH LV QR FRQVWLWXWLRQDO RU VWDWXWRU\ OLPLWDWLRQ RQ DQQXDO OHYLHV IRU YRWHU

DSSURYHG ERQG LQGHEWHGQHVV DQG RYHUULGHV DQG FHUWDLQ VSHFLDO GLVWULFW DVVHVVPHQWV

Tax Procedures

7KH 6WDWH WD[ HDU KDV EHHQ GHILQHG DV WKH FDOHQGDU HDU QRWZLWKVWDQGLQJ WKH IDFW WKDW WD[ SURFHGXUHV EHJLQ

SULRU WR DQXDU\ RI WKH WD[ HDU DQG FRQWLQXH WKURXJK 0D\ RI WKH VXFFHHGLQJ FDOHQGDU HDU

2Q RU EHIRUH WKH WKLUG 0RQGD\ LQ XJXVW HDFK HDU WKH RDUG RI 6XSHUYLVRUV RI WKH RXQW\ SUHSDUHV WKH WD[

UROO VHWWLQJ IRUWK FHUWDLQ YDOXDWLRQV E\ WD[ LQJ GLVWULFW RI DOO SURSHUW\ LQ WKH RXQW\ VXEMHFW WR WD[ DWLRQ 7KH

VVHVVRU RI WKH RXQW\ LV UHTXLUHG WR FRPSOHWH WKH DVVHVVPHQW UROO E\ HFHPEHU WK RI WKH HDU SULRU WR WKH

OHY\ 7KLV WD[ UROO DOVR VKRZV WKH YDOXDWLRQ DQG FODVVLILFDWLRQ RI HDFK SDUFHO RI ODQG ORFDWHG ZLWKLQ WKH RXQW\

IRU WKH WD[ HDU 7KH WD[ UROO LV WKHQ IRUZDUGHG WR WKH 7UHDVXUHU RI WKH RXQW\

LWK WKH YDULRXV EXGJHWDU\ SURFHGXUHV KDYLQJ EHHQ FRPSOHWHG E\ WKH JRYHUQPHQWDO HQWLWLHV WKH DSSURSULDWH

WD[ UDWH IRU HDFK MXULVGLFWLRQ LV WKHQ DSSOLHG WR WKH SDUFHO RI SURSHUW\ LQ RUGHU WR GHWHUPLQH WKH WRWDO WD[ RZHG

E\ HDFK SURSHUW\ RZQHU Q\ VXEVHTXHQW GHFUHDVH LQ WKH YDOXH RI WKH WD[ UROO DV LW H[ LVWHG RQ WKH GDWH RI WKH

WD[ OHY\ GXH WR DSSHDOV RU RWKHU UHDVRQV ZRXOG UHGXFH WKH DPRXQW RI WD[ HV UHFHLYHG E\ HDFK MXULVGLFWLRQ

7KH SURSHUW\ WD[ OLHQ RQ UHDO SURSHUW\ DWWDFKHV RQ DQXDU\ RI WKH HDU WKH WD[ LV OHYLHG 6XFK OLHQ LV SULRU DQG

VXSHULRU WR DOO RWKHU OLHQV DQG HQFXPEUDQFHV RQ WKH SURSHUW\ VXEMHFW WR VXFK WD[ H[ FHSW OLHQV RU HQFXPEUDQFHV

KHOG E\ WKH 6WDWH RU OLHQV IRU WD[ HV DFFUXLQJ LQ DQ\ RWKHU HDUV 6HW IRUWK EHORZ LV D UHFRUG RI SURSHUW\ WD[ HV

OHYLHG DQG FROOHFWHG LQ WKH LVWULFW IRU D SRUWLRQ RI WKH FXUUHQW ILVFDO HDU DQG DOO RI WKH SUHYLRXV ILYH ILVFDO

HDUV



7$%/(

5HDO DQG 6HFXUHG 3URSHUW\ 7D[ HV HYLHG DQG ROOHFWHG a) 

LVFDO

HDU

5HDO DQG

6HFXUHG

3HUVRQDO

3URSHUW\

7D[ HY\

ROOHFWHG WR XQH QG RI

LVFDO HDU

7RWDO ROOHFWLRQV DV RI XJXVW

PRXQW

3HUFHQW RI

7D[ HY\ PRXQW

3HUFHQW RI

7D[ HY\

E E E E

a) 7D[ HV DUH FROOHFWHG E\ WKH 7UHDVXUHU RI WKH RXQW\ 7D[ HV LQ VXSSRUW RI GHEW VHUYLFH DUH OHYLHG E\ WKH

RDUG RI 6XSHUYLVRUV RI WKH RXQW\ DV UHTXLUHG E\ UL] RQD 5HYLVHG 6WDWXWHV HOLQTXHQW WD[ HV DUH

VXEMHFW WR DQ LQWHUHVW DQG SHQDOW\ FKDUJH RI SHU DQQXP ZKLFK LV SURUDWHG DW D PRQWKO\ UDWH RI

QWHUHVW DQG SHQDOW\ FROOHFWLRQV IRU GHOLQTXHQW WD[ HV DUH QRW LQFOXGHG LQ WKH FROOHFWLRQ ILJXUHV

DERYH EXW DUH GHSRVLWHG LQ WKH RXQW\¶ V HQHUDO XQG QWHUHVW DQG SHQDOWLHV ZLWK UHVSHFW WR WKH ILUVW

KDOI WD[ FROOHFWLRQV GHOLQTXHQW 1RYHPEHU DUH ZDLYHG LI WKH IXOO HDU¶V WD[ HV DUH SDLG E\ HFHPEHU

b) WD[ HV LQ FRXUVH RI FROOHFWLRQ

LUVW LQVWDOOPHQW GXH GHOLQTXHQW

6HFRQG LQVWDOOPHQW GXH GHOLQTXHQW

6RXUFH 2IILFH RI WKH 7UHDVXUHU RI WKH RXQW\

Delinquent Tax Procedures

7KH SURSHUW\ WD[ HV GXH WKH LVWULFW DUH ELOOHG DORQJ ZLWK 6WDWH DQG RWKHU WD[ HV HDFK 6HSWHPEHU DQG DUH GXH

DQG SD\ DEOH LQ WZR LQVWDOOPHQWV RQ 2FWREHU DQG 0DUFK DQG EHFRPH GHOLQTXHQW RQ 1RYHPEHU DQG 0D\

UHVSHFWLYHO\ HOLQTXHQW WD[ HV DUH VXEMHFW WR DQ LQWHUHVW SHQDOW\ RI SHU DQQXP SURUDWHG PRQWKO\ DV RI WKH

ILUVW GD\ RI WKH PRQWK HOLQTXHQW LQWHUHVW LV ZDLYHG LI D WD[ SD\ HU GHOLQTXHQW DV WR WKH 1RYHPEHU SD\ PHQW

SD\ V WKH HQWLUH HDU¶V WD[ ELOO E\ HFHPEHU IWHU WKH FORVH RI WKH WD[ FROOHFWLRQ SHULRG WKH 7UHDVXUHU RI

WKH RXQW\ SUHSDUHV D GHOLQTXHQW SURSHUW\ WD[ OLVW DQG WKH SURSHUW\ VR OLVWHG LV VXEMHFW WR D WD[ OLHQ VDOH LQ

HEUXDU\ RI WKH VXFFHHGLQJ HDU Q WKH HYHQW WKDW WKHUH LV QR SXUFKDVHU IRU WKH WD[ OLHQ DW WKH VDOH WKH WD[ OLHQ

LV DVVLJQHG WR WKH 6WDWH DQG WKH SURSHUW\ LV UHRIIHUHG IRU VDOH IURP WLPH WR WLPH XQWLO VXFK WLPH DV LW LV VROG

VXEMHFW WR UHGHPSWLRQ IRU DQ DPRXQW VXIILFLHQW WR FRYHU DOO GHOLQTXHQW WD[ HV

IWHU WKUHH HDUV IURP WKH VDOH RI WKH WD[ OLHQ WKH WD[ OLHQ FHUWLILFDWH KROGHU PD\ EULQJ DQ DFWLRQ LQ D FRXUW RI

FRPSHWHQW MXULVGLFWLRQ WR IRUHFORVH WKH ULJKW RI UHGHPSWLRQ DQG LI WKH GHOLQTXHQW WD[ HV SOXV DFFUXHG LQWHUHVW DUH

QRW SDLG E\ WKH RZQHU RI UHFRUG RU DQ\ HQWLW\ KDYLQJ D ULJKW WR UHGHHP D MXGJPHQW LV HQWHUHG RUGHULQJ WKH

7UHDVXUHU RI WKH RXQW\ WR GHOLYHU D WUHDVXUHU¶V GHHG WR WKH FHUWLILFDWH KROGHU DV SUHVFULEHG E\ ODZ

Q WKH HYHQW RI EDQNUXSWF\ RI D WD[ SD\ HU SXUVXDQW WR WKH 8QLWHG 6WDWHV DQNUXSWF\ RGH WKH DQNUXSWF\

RGH´ WKH ODZ LV FXUUHQWO\ XQVHWWOHG DV WR ZKHWKHU D OLHQ FDQ DWWDFK DJDLQVW WKH WD[ SD\ HU¶V SURSHUW\ IRU

SURSHUW\ WD[ HV OHYLHG GXULQJ WKH SHQGHQF\ RI EDQNUXSWF\ 6XFK WD[ HV PLJKW FRQVWLWXWH DQ XQVHFXUHG DQG



SRVVLEO\ QRQ LQWHUHVW EHDULQJ DGPLQLVWUDWLYH H[ SHQVH SD\ DEOH RQO\ WR WKH H[ WHQW WKDW WKH VHFXUHG FUHGLWRUV RI D

WD[ SD\ HU DUH RYHUVHFXUHG DQG WKHQ SRVVLEO\ RQO\ RQ WKH SURUDWHG EDVLV ZLWK RWKHU DOORZHG DGPLQLVWUDWLYH

FODLPV W FDQQRW EH GHWHUPLQHG WKHUHIRUH ZKDW DGYHUVH LPSDFW EDQNUXSWF\ PLJKW KDYH RQ WKH DELOLW\ WR

FROOHFW DG YDORUHP WD[ HV RQ SURSHUW\ RI D WD[ SD\ HU ZLWKLQ WKH LVWULFW 3URFHHGV WR SD\ VXFK WD[ HV FRPH RQO\

IURP WKH WD[ SD\ HU RU IURP D VDOH RI WKH WD[ OLHQ RQ GHOLQTXHQW SURSHUW\

KHQ D GHEWRU ILOHV RU LV IRUFHG LQWR EDQNUXSWF\ DQ\ DFW WR REWDLQ SRVVHVVLRQ RI WKH GHEWRU¶V HVWDWH DQ\ DFW WR

FUHDWH RU SHUIHFW DQ\ OLHQ DJDLQVW WKH SURSHUW\ RI WKH GHEWRU RU DQ\ DFW WR FROOHFW DVVHVV RU UHFRYHU D FODLP

DJDLQVW WKH GHEWRU WKDW DURVH EHIRUH WKH FRPPHQFHPHQW RI WKH EDQNUXSWF\ LV VWD\ HG SXUVXDQW WR WKH DQNUXSWF\

RGH KLOH WKH DXWRPDWLF VWD\ RI D EDQNUXSWF\ FRXUW PD\ QRW SUHYHQW WKH VDOH RI WD[ OLHQV DJDLQVW WKH UHDO

SURSHUW\ RI D EDQNUXSW WD[ SD\ HU WKH MXGLFLDO RU DGPLQLVWUDWLYH IRUHFORVXUH RI D WD[ OLHQ DJDLQVW WKH UHDO SURSHUW\

RI D GHEWRU ZRXOG EH VXEMHFW WR WKH VWD\ RI EDQNUXSWF\ FRXUW W LV UHDVRQDEOH WR FRQFOXGH WKDW WD[ VDOH

LQYHVWRUV´ PD\ EH UHOXFWDQW WR SXUFKDVH WD[ OLHQV XQGHU VXFK FLUFXPVWDQFHV DQG WKHUHIRUH WKH WLPHOLQHVV RI

WKH SD\ PHQW RI SRVW EDQNUXSWF\ SHWLWLRQ WD[ FROOHFWLRQV EHFRPHV XQFHUWDLQ

W FDQQRW EH GHWHUPLQHG ZKDW LPSDFW DQ\ GHWHULRUDWLRQ RI WKH ILQDQFLDO FRQGLWLRQV RI DQ\ WD[ SD\ HU ZKHWKHU RU

QRW SURWHFWLRQ XQGHU WKH DQNUXSWF\ RGH LV VRXJKW PD\ KDYH RQ SD\ PHQW RI RU WKH VHFRQGDU\ PDUNHW IRU WKH

RQGV 1RQH RI WKH LVWULFW WKH 8QGHUZULWHU WKH LQDQFLDO GYLVRU HDFK DV GHILQHG KHUHLQ RU WKHLU

UHVSHFWLYH DJHQWV RU FRQVXOWDQWV KDV XQGHUWDNHQ DQ\ LQGHSHQGHQW LQYHVWLJDWLRQ RI WKH RSHUDWLRQV DQG ILQDQFLDO

FRQGLWLRQ RI DQ\ WD[ SD\ HU QRU KDYH WKH\ DVVXPHG UHVSRQVLELOLW\ IRU WKH VDPH

Q WKH HYHQW WKH RXQW\ LV H[ SUHVVO\ HQMRLQHG RU SURKLELWHG E\ ODZ IURP FROOHFWLQJ WD[ HV GXH IURP DQ\

WD[ SD\ HU VXFK DV PD\ UHVXOW IURP WKH EDQNUXSWF\ RI D WD[ SD\ HU DQ\ UHVXOWLQJ GHILFLHQF\ FRXOG EH FROOHFWHG LQ

VXEVHTXHQW WD[ HDUV E\ DGMXVWLQJ WKH LVWULFW¶V WD[ UDWH FKDUJHG WR QRQ EDQNUXSW WD[ SD\ HUV GXULQJ VXFK

VXEVHTXHQW WD[ HDUV 6HH 5,6. 7256 DQNUXSWF\ DQG RUHFORVXUH HOD\ V

7$%/(

1HW VVHVVHG 3URSHUW\ 9DOXH IRU 6HFRQGDU\ 7D[ 3XUSRVHV E\ 3URSHUW\ ODVVLILFDWLRQ a) 

4XDLO UHHN RPPXQLW\ DFLOLWLHV LVWULFW

HJDO

ODVV HVFULSWLRQ

RPPHUFLDO LQGXVWULDO XWLOLWLHV PLQHV

JULFXOWXUDO DQG YDFDQW

5HVLGHQWLDO RZQHU RFFXSLHG

5HVLGHQWLDO UHQWDO

7RWDOV b)

a) ' HWHUPLQHG E\ 1HW VVHVVHG 3URSHUW\ 9DOXH IRU 6HFRQGDU\ 7D[ 3XUSRVHV 6HH G 9DORUHP 3URSHUW\

7D[ DWLRQ LQ WKH LVWULFW LPLWHG 3URSHUW\ 9DOXH´ DQG 6HFRQGDU\ 7D[ HV´ KHUHLQ IRU D GLVFXVVLRQ RI

WKH XVH RI 1HW VVHVVHG 3URSHUW\ 9DOXH IRU 6HFRQGDU\ 7D[ 3XUSRVHV IRU ILVFDO HDUV DQG

WKHUHDIWHU

b) 7RWDOV PD\ QRW DGG XS GXH WR URXQGLQJ

6RXUFH The Property Tax Abstract UL] RQD HSDUWPHQW RI 5HYHQXH DQG Property Tax Rates and Assessed

Values UL] RQD 7D[ 5HVHDUFK VVRFLDWLRQ 1RWH WKDW 1HW VVHVVHG 3URSHUW\ 9DOXH IRU 6HFRQGDU\

7D[ 3XUSRVHV LV GHVFULEHG DV 1HW VVHVVHG 9DOXH´ LQ WKH 3URSHUW\ 7D[ EVWUDFW



7$%/(

1HW XOO DVK VVHVVHG 9DOXH E\ 3URSHUW\ ODVVLILFDWLRQ a) 

4XDLO UHHN RPPXQLW\ DFLOLWLHV LVWULFW

HJDO

ODVV HVFULSWLRQ

RPPHUFLDO LQGXVWULDO XWLOLWLHV

PLQHV

JULFXOWXUDO DQG YDFDQW

5HVLGHQWLDO RZQHU RFFXSLHG

5HVLGHQWLDO UHQWDO

7RWDOV b)

a) ' HWHUPLQHG E\ 1HW XOO DVK VVHVVHG 9DOXH 6HH Ad Valorem Property Taxation in the District

LPLWHG 3URSHUW\ 9DOXH´ DQG 6HFRQGDU\ 7D[ HV´ KHUHLQ IRU D GLVFXVVLRQ RI WKH XVH RI 1HW XOO DVK

VVHVVHG 9DOXH IRU ILVFDO HDUV SULRU WR

b) 7RWDOV PD\ QRW DGG XS GXH WR URXQGLQJ

6RXUFH The Property Tax Abstract UL] RQD HSDUWPHQW RI 5HYHQXH DQG Property Tax Rates and Assessed

Values UL] RQD 7D[ 5HVHDUFK VVRFLDWLRQ 1RWH WKDW 1HW VVHVVHG 3URSHUW\ 9DOXH IRU 6HFRQGDU\

7D[ 3XUSRVHV LV GHVFULEHG DV 1HW VVHVVHG 9DOXH´ LQ WKH 3URSHUW\ 7D[ EVWUDFW

7$%/(

1HW VVHVVHG 3URSHUW\ 9DOXH IRU 6HFRQGDU\ 7D[ 3XUSRVHV RI 0DMRU 7D[ SD\ HUV

4XDLO UHHN RPPXQLW\ DFLOLWLHV LVWULFW

7D[ SD\ HU

1HW

VVHVVHG 3URSHUW\

9DOXH IRU

6HFRQGDU\ 7D[

3XUSRVHV

V 3HUFHQW RI

LVWULFW¶V

1HW VVHVVHG 3URSHUW\

9DOXH IRU 6HFRQGDU\

7D[ 3XUSRVHV

DQGPDUN 7LWOH 7UXVW 7 a)

3ULYDWH 2ZQHU

3ULYDWH 2ZQHU

3ULYDWH 2ZQHU

HOFRXU 5HYRF 7U

ODQ URXS

3ULYDWH 2ZQHU

3ULYDWH 2ZQHU

3ULYDWH 2ZQHU

3ULYDWH 2ZQHU

7RWDO

6RXUFH 7KH VVHVVRU RI WKH RXQW\

a) 7KH HYHORSHU LV WKH VROH EHQHILFLDU\ RI WKH 7UXVW



7$%/(

RPSDUDWLYH 1HW VVHVVHG 3URSHUW\ 9DOXHV IRU 6HFRQGDU\ 7D[ 3XUSRVHV a) 

4XDLO UHHN RPPXQLW\ DFLOLWLHV LVWULFW

4XDLO UHHN

RPPXQLW\

LVFDO DFLOLWLHV 7RZQ RI 3LPD 6WDWH RI

HDU LVWULFW 6DKXDULWD RXQW\ UL] RQD

a) ' HWHUPLQHG E\ 1HW VVHVVHG 3URSHUW\ 9DOXH IRU 6HFRQGDU\ 7D[ 3XUSRVHV 6HH G 9DORUHP 3URSHUW\

7D[ DWLRQ LQ WKH LVWULFW LPLWHG 3URSHUW\ 9DOXH´ DQG 6HFRQGDU\ 7D[ HV´ KHUHLQ IRU D GLVFXVVLRQ RI

WKH XVH RI 1HW VVHVVHG 3URSHUW\ 9DOXH IRU 6HFRQGDU\ 7D[ 3XUSRVHV IRU ILVFDO HDUV DQG

WKHUHDIWHU

6RXUFH Property Tax Rates Assessed Values UL] RQD 7D[ 5HVHDUFK VVRFLDWLRQ DQG the Property Tax

Abstract, UL] RQD HSDUWPHQW RI 5HYHQXH 1RWH WKDW 1HW VVHVVHG 3URSHUW\ 9DOXH IRU 6HFRQGDU\

7D[ 3XUSRVHV LV GHVFULEHG DV 1HW VVHVVHG 9DOXH´ LQ WKH 3URSHUW\ 7D[ EVWUDFW

7$%/(

RPSDUDWLYH 1HW XOO DVK VVHVVHG 9DOXHV a) 

4XDLO UHHN RPPXQLW\ DFLOLWLHV LVWULFW

4XDLO UHHN

RPPXQLW\

LVFDO DFLOLWLHV 7RZQ RI 3LPD 6WDWH RI

HDU LVWULFW 6DKXDULWD RXQW\ UL] RQD

a) Determined by Net Full Cash Assessed Value.  See “ Ad Valorem Property Taxation in the District

Limited Property Value” and – “ Secondary Taxes” herein for a discussion of the use of Net Full Cash

Assessed Value for fiscal years prior to 2015/16.  

6RXUFH Property Tax Rates Assessed Values UL] RQD 7D[ 5HVHDUFK VVRFLDWLRQ DQG the Property Tax

Abstract, UL] RQD HSDUWPHQW RI 5HYHQXH 1RWH WKDW 1HW VVHVVHG 3URSHUW\ 9DOXH IRU 6HFRQGDU\

7D[ 3XUSRVHV LV GHVFULEHG DV 1HW VVHVVHG 9DOXH´ LQ WKH 3URSHUW\ 7D[ EVWUDFW



7$%/(

VWLPDWHG 1HW XOO DVK 9DOXH LVWRU\

4XDLO UHHN RPPXQLW\ DFLOLWLHV LVWULFW

VWLPDWHG

LVFDO 1HW XOO DVK

HDU 9DOXH a)

a) ( VWLPDWHG 1HW XOO DVK 9DOXH LV WKH WRWDO PDUNHW YDOXH RI WKH SURSHUW\ ZLWKLQ WKH LVWULFW OHVV WKH

HVWLPDWHG XOO DVK 9DOXH RI SURSHUW\ H[ HPSW IURP WD[ DWLRQ ZLWKLQ WKH LVWULFW

6RXUFH The Property Tax Abstract, UL] RQD HSDUWPHQW RI 5HYHQXH 1RWH WKDW 1HW VVHVVHG 3URSHUW\

9DOXH IRU 6HFRQGDU\ 7D[ 3XUSRVHV LV GHVFULEHG DV 1HW VVHVVHG 9DOXH´ LQ WKH 3URSHUW\ 7D[

EVWUDFW

General Obligation Bonded Indebtedness to be Outstanding.   

ROORZLQJ WKH LVVXDQFH RI WKH RQGV DQG DSSOLFDWLRQ RI WKH SURFHHGV DV GHVFULEHG XQGHU 3/$ 1 2)

5() 81', 1* WKH LVWULFW ZLOO KDYH QR JHQHUDO REOLJDWLRQ ERQGV RXWVWDQGLQJ RWKHU WKDQ WKH RQGV

RZHYHU WKH RZQHUV RI WKH RQGV PXVW UHO\ XSRQ WKH VXIILFLHQF\ RI WKH DPRXQW WUDQVIHUUHG WR WKH 6HULHV

7UXVWHH IRU WKH SD\ PHQW RI WKH RQGV HLQJ 5HIXQGHG 7KH 5HIXQGLQJ FW SURYLGHV WKDW WKH LVVXDQFH RI WKH

RQGV ZLOO LQ QR ZD\ LQIULQJH XSRQ WKH ULJKWV RI WKH KROGHUV RI WKH RQGV HLQJ 5HIXQGHG WR UHO\ XSRQ D WD[

OHY\ IRU WKH SD\ PHQW RI SULQFLSDO RI DQG LQWHUHVW RQ WKH RQGV HLQJ 5HIXQGHG LI DPRXQWV KHOG E\ WKH 6HULHV

7UXVWHH SURYH LQVXIILFLHQW WR UHIXQG WKH RQGV HLQJ 5HIXQGHG 6HH 6(& 85,7< 25 1' 6285&(6

2) 3$<0(17 2) 7+( 21' 6



7$%/(

7 6( 59,&( 5(48,5(0(176 D

a) Prepared by Stifel, Nicolaus & Company, Incorporated (the “ Financial Advisor”). 

b) Net of Bonds Being Refunded. 

c) The first interest payment on the Bonds will be due on July 15, 2017.  Thereafter, interest payments will

be made semiannually on January 15 and July 15 until maturity or prior redemption.

LVFDO 7RWDO

HDU % RQGV 2XWVWDQGLQJ b) 7KH RQGV $ QQXDO

QGLQJ HEW 6HUYLFH

XO\ 3ULQFLSDO , QWHUHVW 3ULQFLSDO , QWHUHVW 5HTXLUHPHQWV

c)



7KH 6WDQGE\ RQWULEXWLRQ JUHHPHQW

3XUVXDQW WR WKH 6WDQGE\ RQWULEXWLRQ JUHHPHQW LQ DQ\ LVFDO HDU SULRU WR WHUPLQDWLRQ RI WKH 6WDQGE\

RQWULEXWLRQ JUHHPHQW VR ORQJ DV WKH LVWULFW KDV ZLWK UHVSHFW WR DQ\ QWHUHVW 3D\ PHQW DWH RFFXUULQJ RQ

DQXDU\ OHYLHG IRU WKDW LVFDO HDU D WD[ UDWH RI DW OHDVW SHU RI 1HW VVHVVHG 3URSHUW\ 9DOXH IRU

6HFRQGDU\ 7D[ 3XUSRVHV DQG ZLWK UHVSHFW WR DQ\ QWHUHVW 3D\ PHQW DWH RFFXUULQJ RQ XO\ OHYLHG VXFK WD[

UDWH IRU WKH LPPHGLDWHO\ SUHFHGLQJ LVFDO HDU SURYLGHG KRZHYHU WKDW WKH WD[ UDWH LQ DQ\ VXFK LVFDO HDU

IRU VXFK SXUSRVH PD\ EH OHVV WKDQ LI WKH RDUG H[ SHFWHG WKDW VXFK ORZHU UDWH ZRXOG SURGXFH VHFRQGDU\

DG YDORUHP SURSHUW\ WD[ UHYHQXHV VXIILFLHQW WR SD\ LQ IXOO HEW 6HUYLFH DQG WKH HSRVLWRU\ JUHHPHQW KDV RU

LV LQ WKH SURFHVV RI EHLQJ WHUPLQDWHG SXUVXDQW WR LWV WHUPV WKH HYHORSHU ZLOO EH REOLJDWHG WR SD\ WR WKH

7UXVWHH RQ HDFK 2FWREHU SULRU WR D DQXDU\ QWHUHVW 3D\ PHQW DWH DQG RQ HDFK SULO SULRU WR D XO\

QWHUHVW 3D\ PHQW DWH WKH DPRXQW HTXDO WR WKH DPRXQW HVWLPDWHG E\ WKH 7UXVWHH WR EH WKH GLIIHUHQFH EHWZHHQ

RQH KDOI RI WKH DJJUHJDWH DPRXQW GXH DV HEW 6HUYLFH RQ WKH QH[ W DQXDU\ DQG XO\ DQG RQH KDOI RI WKH

WD[ UHYHQXHV IRU VXFK HDU H[ SHFWHG WR EH SURGXFHG DW VXFK WD[ UDWH EDVHG RQ WKH WKHQ FXUUHQW 1HW VVHVVHG

3URSHUW\ 9DOXH IRU 6HFRQGDU\ 7D[ 3XUSRVHV RI WD[ DEOH SURSHUW\ LQ WKH LVWULFW DVVXPLQJ D ILYH SHUFHQW

GHOLQTXHQF\ IDFWRU OHVV WKH DPRXQW WKHQ KHOG LQ WKH 7D[ FFRXQW RI WKH RQG XQG IRU VXFK SXUSRVH V

SURYLGHG LQ WKH QGHQWXUH WKH 7UXVWHH ZLOO VXEPLW D UHTXHVW IRU SD\ PHQW XQGHU WKH 6WDQGE\ RQWULEXWLRQ

JUHHPHQW IRU VXFK PRQH\ V WR EH XVHG WR SD\ HEW 6HUYLFH 6HH SSHQGL[ 6800$5< 2) 57$,1

3529,6,216 2) 7+( 1'( 1785( RQG XQG 7KH 6WDQGE\ RQWULEXWLRQ JUHHPHQW DOORZV IRU

VXEPLVVLRQ RI DQ DGGLWLRQDO UHTXHVW IRU SD\ PHQW XQGHU WKH 6WDQGE\ RQWULEXWLRQ JUHHPHQW LPPHGLDWHO\

EHIRUH SD\ PHQW RI HEW 6HUYLFH LI DQ\ VKRUWIDOO DULVHV DIWHU WKH LQLWLDO UHTXHVW

7KH 6WDQGE\ RQWULEXWLRQ JUHHPHQW ZLOO WHUPLQDWH XSRQ WKH HDUOLHU RI L WKH SD\ PHQW RI RU WKH SURYLVLRQ IRU

WKH SD\ PHQW LQ IXOO RI DOO RI WKH RQGV 2XWVWDQGLQJ RU LL UHFHLSW E\ WKH LVWULFW 0DQDJHU RI HYLGHQFH

VDWLVIDFWRU\ WR WKH LVWULFW 0DQDJHU WKDW IRU DQ\ FRQVHFXWLYH WKUHH LVFDO HDUV WKH ILUVW RI ZKLFK PD\ QRW EH

VRRQHU WKDQ WKH ILUVW LVFDO HDU DIWHU WKH HSRVLWRU\ JUHHPHQW LQ WHUPLQDWHG D WD[ UDWH RI SHU RI

1HW VVHVVHG 3URSHUW\ 9DOXH IRU 6HFRQGDU\ 7D[ 3XUSRVHV RI SURSHUW\ ZLWKLQ WKH ERXQGDULHV RI WKH LVWULFW

RZQHG E\ RWKHU WKDQ WKH HYHORSHU RU DQ\ HQWLW\ RZQHG RU FRQWUROOHG E\ RU ZKLFK RZQ RU FRQWUROV DQ\ RI

WKHP IRU HDFK VXFK LVFDO HDU ZRXOG KDYH EHHQ VXIILFLHQW WR SD\ PD[ LPXP DQQXDO GHEW VHUYLFH ZLWK UHVSHFW

WR WKH RQGV DQG DQ\ RWKHU JHQHUDO REOLJDWLRQ RU JHQHUDO REOLJDWLRQ UHIXQGLQJ ERQGV RI WKH LVWULFW KHUHDIWHU

LVVXHG IRU DQ\ VXEVHTXHQW LVFDO HDU SOXV WKH KLVWRULFDO DQQXDO DYHUDJH RI DPRXQWV QHFHVVDU\ IRU SD\ PHQW RI

DGPLQLVWUDWLYH H[ SHQVHV UHODWLQJ WR WKH RQGV DV RI VXFK LVFDO HDU 6XFK HYLGHQFH ZLOO FRQVLVW RI D ZULWWHQ

SURMHFWLRQ SUHSDUHG E\ WKH LVWULFW 0DQDJHU XSRQ D ZULWWHQ UHTXHVW RI WKH HYHORSHU WKDW LV EDVHG XSRQ WKH

DSSOLFDWLRQ RI VXFK VHFRQGDU\ WD[ UDWH LQ OLJKW RI WKH DFWXDO 1HW VVHVVHG 3URSHUW\ 9DOXH IRU 6HFRQGDU\ 7D[

3XUSRVHV RI WKH SURSHUW\ ZLWKLQ WKH ERXQGDULHV RI WKH LVWULFW IRU HDFK VXFK LVFDO HDU DVVXPLQJ D

GHOLQTXHQF\ IDFWRU HTXDO WR WKH JUHDWHU RI ILYH SHUFHQW RU WKH KLVWRULF DYHUDJH DQQXDO SHUFHQWDJH GHOLQTXHQF\

IDFWRU IRU WKH LVWULFW DV RI VXFK LVFDO HDU DQG ZLWKRXW FUHGLW IRU DQ\ IXQG EDODQFHV RU LQYHVWPHQW LQFRPH

DFFUXLQJ GXULQJ VXFK LVFDO HDU IWHU UHFHLSW RI SURRI WKDW VXFK FRQGLWLRQ KDV EHHQ VDWLVILHG WKH RDUG ZLOO

DSSURYH LQ ZULWLQJ WKH WHUPLQDWLRQ RI WKH 6WDQGE\ RQWULEXWLRQ JUHHPHQW VXFK DSSURYDO QRW WR EH ZLWKKHOG

XQUHDVRQDEO\ 6HH 5,6. 7256 DQNUXSWF\ DQG RUHFORVXUH HOD\ V´ DQG YDLODELOLW\ RI 6WDQGE\

RQWULEXWLRQ JUHHPHQW PRXQWV

8SRQ WKH RFFXUUHQFH RI DQ\ IDLOXUH WR SD\ DPRXQWV GXH SXUVXDQW WR WKH 6WDQGE\ RQWULEXWLRQ JUHHPHQW WKH

7UXVWHH ZLOO SURFHHG GLUHFWO\ DJDLQVW WKH HYHORSHU XQGHU WKH 6WDQGE\ RQWULEXWLRQ JUHHPHQW ZLWKRXW

SURFHHGLQJ DJDLQVW RU H[ KDXVWLQJ DQ\ RWKHU UHPHGLHV ZKLFK LW PD\ KDYH DJDLQVW WKH LVWULFW RU DQ\ RWKHU

SHUVRQ ILUP RU FRUSRUDWLRQ DQG ZLWKRXW UHVRUWLQJ WR DQ\ RWKHU VHFXULW\ KHOG E\ WKH LVWULFW RU WKH 7UXVWHH

HIRUH WDNLQJ DQ\ VXFK DFWLRQ WKH 7UXVWHH PD\ UHTXLUH WKDW D VDWLVIDFWRU\ LQGHPQLW\ ERQG EH IXUQLVKHG IRU WKH

UHLPEXUVHPHQW RI DOO H[ SHQVHV DQG WR SURWHFW DJDLQVW DOO OLDELOLW\ H[ FHSW OLDELOLW\ WKDW LV DGMXGLFDWHG WR KDYH

UHVXOWHG IURP LWV QHJOLJHQFH RU ZLOOIXO GHIDXOW E\ UHDVRQ RI DQ\ DFWLRQ VR WDNHQ



7KH HSRVLWRU\ JUHHPHQW

6LPXOWDQHRXVO\ ZLWK WKH GHOLYHU\ RI WKH RQGV WKH HYHORSHU ZLOO FDXVH WKH HWWHU RI UHGLW DQN WR LVVXH WKH

QLWLDO HWWHU RI UHGLW WR EH LVVXHG IRU WKH EHQHILW RI WKH LVWULFW DQG LQ IDYRU RI WKH HSRVLWRU\ LQ WKH VWDWHG

DPRXQW RI 2Q HEUXDU\ RI HDFK HDU LI WKH 1HW VVHVVHG 3URSHUW\ 9DOXH IRU 6HFRQGDU\ 7D[

3XUSRVHV RI SURSHUW\ ZLWKLQ WKH ERXQGDULHV RI WKH LVWULFW XVHG WR OHY\ WD[ HV GXULQJ WKH SUHFHGLQJ XJXVW

H[ FHHGHG WKDW XVHG LQ WKH SULRU XJXVW WKH GLIIHUHQFH EHWZHHQ WKH PD[ LPXP DQQXDO GHEW VHUYLFH IRU WKH RQGV

DQG WKH JHQHUDO REOLJDWLRQ RU RWKHU JHQHUDO REOLJDWLRQ UHIXQGLQJ ERQGV RI WKH LVWULFW KHUHLQ DIWHU LVVXHG DQG

WKH LVFRXQWHG 7D[ 5HYHQXHV VKDOO EH FDOFXODWHG E\ WKH LVWULFW 0DQDJHU DQG WKH IDFH DPRXQW RI WKH HWWHU RI

UHGLW VKDOO EH VXEMHFW WR DXWRPDWLF UHGXFWLRQ LQ WKH IDFH DPRXQW WR DQ DPRXQW HTXDO WR WKUHH WLPHV VXFK

GLIIHUHQFH

7R WKH H[ WHQW GHVFULEHG LQ DQG SXUVXDQW WR WKH WHUPV RI WKH HSRVLWRU\ JUHHPHQW WKH GUDZ XSRQ WKH HWWHU RI

UHGLW LQ WKH VWDWHG DPRXQW WKH UDZ´ ZLOO EH PDGH E\ WKH HSRVLWRU\ SXUVXDQW WR WKH HSRVLWRU\

JUHHPHQW DQG PD\ EH SDLG RYHU WR WKH 7UXVWHH LQ DPRXQWV QHFHVVDU\ WR VXSSOHPHQW DG YDORUHP SURSHUW\ WD[

UHYHQXHV RI WKH LVWULFW IRU WKH SD\ PHQW RI HEW 6HUYLFH LI DPRXQWV DUH QRW DYDLODEOH IRU VXFK SXUSRVH SXUVXDQW

WR WKH 6WDQGE\ RQWULEXWLRQ JUHHPHQW 6HH 7KH 6WDQGE\ RQWULEXWLRQ JUHHPHQW´ DERYH 7R EH DEOH WR

PDNH WKH UDZ WR KDYH VXFK DPRXQWV DYDLODEOH SXUVXDQW WR WKH HSRVLWRU\ JUHHPHQW IRU WKH SD\ PHQW RI VXFK

HEW 6HUYLFH EHIRUH WKH HSRVLWRU\ JUHHPHQW LV WHUPLQDWHG DFFRUGLQJ WR LWV WHUPV WKH RDUG PXVW KDYH ZLWK

UHVSHFW WR DQ\ QWHUHVW 3D\ PHQW DWH RFFXUULQJ RQ DQXDU\ OHYLHG IRU WKDW LVFDO HDU D WD[ UDWH RI DW OHDVW

SHU RI 1HW VVHVVHG 3URSHUW\ 9DOXH IRU 6HFRQGDU\ 7D[ 3XUSRVHV DQG ZLWK UHVSHFW WR DQ\ QWHUHVW

3D\ PHQW DWH RFFXUULQJ RQ XO\ OHYLHG VXFK WD[ UDWH IRU WKH LPPHGLDWHO\ SUHFHGLQJ LVFDO HDU

I VXFK WD[ HV KDYH EHHQ VR OHYLHG WKH UDZ DOVR ZLOO EH PDGH DQG WKH DPRXQW WKHUHRI KHOG SXUVXDQW WR WKH

HSRVLWRU\ JUHHPHQW XSRQ D WKH IDLOXUH WR REWDLQ DQG GHOLYHU WR WKH HSRVLWRU\ DQ OWHUQDWH HWWHU RI UHGLW

DV KHUHDIWHU GHVFULEHG RU E WKH HWWHU RI UHGLW DQN L FRPPHQFLQJ D SURFHHGLQJ XQGHU DQ\ IHGHUDO RU VWDWH

LQVROYHQF\ UHRUJDQL] DWLRQ RU VLPLODU ODZ RU KDYLQJ VXFK D SURFHHGLQJ FRPPHQFHG DJDLQVW LW DQG HLWKHU KDYLQJ

DQ RUGHU RI LQVROYHQF\ RU UHRUJDQL] DWLRQ HQWHUHG DJDLQVW LW RU KDYLQJ WKH SURFHHGLQJ UHPDLQ XQGLVPLVVHG DQG

XQVWD\ HG IRU GD\ V RU LL KDYLQJ D UHFHLYHU FRQVHUYDWRU OLTXLGDWRU RU WUXVWHH DSSRLQWHG IRU LW RU IRU WKH

ZKROH RU DQ\ VXEVWDQWLDO SDUW RI LWV SURSHUW\ 7KH HYHORSHU PD\ DW LWV RSWLRQ SURYLGH IRU WKH GHOLYHU\ WR WKH

HSRVLWRU\ RI DQ OWHUQDWH HWWHU RI UHGLW WR WDNH HIIHFW RQ WKH HWWHU RI UHGLW 7HUPLQDWLRQ DWH RI WKH WKHQ

HIIHFWLYH HWWHU RI UHGLW RU DQ OWHUQDWH HWWHU RI UHGLW WR EH HIIHFWLYH SULRU WR XVLQHVV D\ V SULRU WR

WKH HWWHU RI UHGLW 7HUPLQDWLRQ DWH WKH HSRVLWRU\ DQG WKH LVWULFW PXVW KDYH UHFHLYHG WKH IROORZLQJ LQ

IRUP DQG VXEVWDQFH DFFHSWDEOH WR WKH LVWULFW 0DQDJHU HYLGHQFH WKDW WKH OWHUQDWH HWWHU RI UHGLW KDV D 7LHU

HYHUDJH 5DWLR LQGLFDWHG LQ WKH GHILQLWLRQ RI OWHUQDWH HWWHU RI UHGLW´ DQ RSLQLRQ RI FRXQVHO IRU WKH

LVVXHU RI WKH OWHUQDWH HWWHU RI UHGLW WKDW LW FRQVWLWXWHV D OHJDO YDOLG DQG ELQGLQJ REOLJDWLRQ RI WKH LVVXHU LQ

DFFRUGDQFH ZLWK LWV WHUPV DQ RSLQLRQ RI QDWLRQDOO\ UHFRJQL] HG ERQG FRXQVHO WKDW VXFK UHSODFHPHQW LV

DXWKRUL] HG SXUVXDQW WR WKH HSRVLWRU\ JUHHPHQW DQG ZLOO QRW FDXVH LQWHUHVW RQ WKH RQGV WR EHFRPH

LQFOXGDEOH LQ JURVV LQFRPH IRU IHGHUDO LQFRPH WD[ SXUSRVHV DQG WKH OWHUQDWH HWWHU RI UHGLW PHHWLQJ DOO RI

WKH RWKHU UHTXLUHPHQWV SURYLGHG LQ WKH GHILQLWLRQ RI OWHUQDWH HWWHU RI UHGLW´ DQG EHLQJ XQFRQGLWLRQDOO\

ELQGLQJ DQG HIIHFWLYH DV RI WKH HWWHU RI UHGLW 7HUPLQDWLRQ DWH

I WKH UDZ KDV RFFXUUHG EHFDXVH RI WKH HYHQW GHVFULEHG LQ FODXVH D RU E LQ WKH SUHFHGLQJ SDUDJUDSK WKH

LVWULFW 0DQDJHU PD\ LQ KLV VROH DQG DEVROXWH GLVFUHWLRQ DQG SXUVXDQW WR WKH VDPH WHUPV DQG FRQGLWLRQV IRU

SURYLVLRQ RI DQ OWHUQDWH HWWHU RI UHGLW DQG ZKDWHYHU DGGLWLRQDO WHUPV DQG FRQGLWLRQV WKH LVWULFW 0DQDJHU

GHHPV DSSURSULDWH LQVWUXFW WKH HSRVLWRU\ WR H[ FKDQJH WKH SURFHHGV RI WKH UDZ IRU D QHZ OHWWHU RI FUHGLW

PHHWLQJ WKH TXDOLILFDWLRQV LQ WKH GHILQLWLRQ RI OWHUQDWH HWWHU RI UHGLW IWHU VXFK H[ FKDQJH VXFK QHZ

OHWWHU RI FUHGLW ZLOO EH WUHDWHG DV WKH HWWHU RI UHGLW IRU DOO SXUSRVHV RI WKH HSRVLWRU\ JUHHPHQW

IWHU WKH UDZ RQ HDFK XO\ DQG DQXDU\ WKH 7UXVWHH ZLOO QRWLI\ WKH HSRVLWRU\ RI WKH HEW 6HUYLFH

FRPLQJ GXH RQ WKH QH[ W VXFFHHGLQJ XO\ RU DQXDU\ DV WKH FDVH PD\ EH DQG VWDWH WKH DPRXQWV WKHQ RQ

GHSRVLW LQ WKH RQG XQG DQG WKH DFFRXQWV WKHUHLQ XQGHU WKH QGHQWXUH LQFOXGLQJ DPRXQWV UHFHLYHG SXUVXDQW WR



WKH 6WDQGE\ RQWULEXWLRQ JUHHPHQW DVHG RQ WKH DPRXQWV LQGLFDWHG WR WKH HSRVLWRU\ EXW VXEMHFW WR WKH

QH[ W VHQWHQFH WKH HSRVLWRU\ ZLOO SD\ WR WKH 7UXVWHH IRU GHSRVLW LQ WKH RQG XQG DV GHVFULEHG LQ SSHQGL[ 

6800$5< 2) 57$,1 3529,6,216 2) 7+( 1'( 1785( RQG XQG DQ DPRXQW VXIILFLHQW

WR SD\ WKH UHPDLQLQJ DPRXQW RI HEW 6HUYLFH GXH RQ WKH RQGV RQ WKH QH[ W VXFFHHGLQJ XO\ RU DQXDU\

DV WKH FDVH PD\ EH VXFK DPRXQW WR EH SDLG RQ XO\ DQG DQXDU\ UHVSHFWLYHO\ 1RWZLWKVWDQGLQJ WKH

IRUHJRLQJ DPRXQWV KHOG SXUVXDQW WR WKH HSRVLWRU\ JUHHPHQW VKDOO EH SDLG DV RWKHUZLVH GLUHFWHG LQ D

UHTXHVW E\ WKH LVWULFW 0DQDJHU WR HQIRUFH SHUIRUPDQFH RI WKH REOLJDWLRQV RI WKH SDUWLHV WR WKH 6WDQGE\

RQWULEXWLRQ JUHHPHQW

PRXQWV KHOG SXUVXDQW WR WKH HSRVLWRU\ JUHHPHQW DIWHU D UDZ ZLOO EH LQYHVWHG LQ FHUWDLQ 3HUPLWWHG

QYHVWPHQWV DUQLQJV RQ DPRXQWV KHOG E\ WKH HSRVLWRU\ SXUVXDQW WR WKH HSRVLWRU\ JUHHPHQW ZLOO EH

GHSRVLWHG ZLWK WKH HSRVLWRU\ DQG KHOG SXUVXDQW WR WKH HSRVLWRU\ JUHHPHQW

7KH HSRVLWRU\ JUHHPHQW ZLOO WHUPLQDWH XSRQ WKH HDUOLHVW RI L WKH SD\ PHQW RI RU WKH SURYLVLRQ IRU WKH

SD\ PHQW LQ IXOO RI DOO RI WKH RQGV 2XWVWDQGLQJ LL H[ SLUDWLRQ RI WKH HWWHU RI UHGLW EHFDXVH WKH IDFH DPRXQW

WKHUHRI KDV EHHQ UHGXFHG WR RU OHVV RU LLL UHFHLSW E\ WKH LVWULFW 0DQDJHU LQ DQ\ LVFDO HDU RI

HYLGHQFH VDWLVIDFWRU\ WR WKH LVWULFW 0DQDJHU WKDW LQ DQ\ LVFDO HDU DIWHU ZKLFK SULQFLSDO RI WKH RQGV KDV

VWDUWHG WR EH DPRUWL] HG IRU VXFK LVFDO HDU D WD[ UDWH RI SHU RI 1HW VVHVVHG 3URSHUW\ 9DOXH IRU

6HFRQGDU\ 7D[ 3XUSRVHV RI SURSHUW\ ZLWKLQ WKH ERXQGDULHV RI WKH LVWULFW RZQHG E\ RWKHU WKDQ WKH HYHORSHU

RU DQ\ HQWLW\ RZQHG RU FRQWUROOHG E\ RU ZKLFK RZQ RU FRQWUROV WKH HYHORSHU IRU VXFK LVFDO HDU ZRXOG

KDYH EHHQ VXIILFLHQW WR SD\ PD[ LPXP DQQXDO GHEW VHUYLFH ZLWK UHVSHFW WR WKH RQGV DQG DQ\ JHQHUDO REOLJDWLRQ

RU RWKHU JHQHUDO REOLJDWLRQ UHIXQGLQJ ERQGV RI WKH LVWULFW KHUHDIWHU LVVXHG IRU DQ\ VXEVHTXHQW LVFDO HDU SOXV

WKH KLVWRULFDO DQQXDO DYHUDJH RI DPRXQWV QHFHVVDU\ IRU SD\ PHQW RI DGPLQLVWUDWLYH H[ SHQVHV UHODWLQJ WR WKH

RQGV DV RI VXFK LVFDO HDU 6XFK HYLGHQFH ZLOO FRQVLVW RI D ZULWWHQ SURMHFWLRQ SUHSDUHG E\ WKH LVWULFW

0DQDJHU LI WKH HWWHU RI UHGLW KDV QRW EHHQ GUDZQ XSRQ D ZULWWHQ UHTXHVW RI WKH HYHORSHU DQG RWKHUZLVH DW

WKH GLVFUHWLRQ RI WKH LVWULFW 0DQDJHU WKDW LV EDVHG XSRQ WKH DSSOLFDWLRQ RI VXFK VHFRQGDU\ WD[ UDWH LQ OLJKW RI

WKH DFWXDO 1HW VVHVVHG 3URSHUW\ 9DOXH IRU 6HFRQGDU\ 7D[ 3XUSRVHV RI WKH SURSHUW\ ZLWKLQ WKH ERXQGDULHV RI

WKH LVWULFW IRU HDFK VXFK LVFDO HDU DVVXPLQJ D GHOLQTXHQF\ IDFWRU HTXDO WR WKH JUHDWHU RI ILYH SHUFHQW RU WKH

KLVWRULF DYHUDJH DQQXDO SHUFHQWDJH GHOLQTXHQF\ IDFWRU IRU WKH LVWULFW DV RI VXFK LVFDO HDU DQG ZLWKRXW

FUHGLW IRU DQ\ IXQG EDODQFHV RU LQYHVWPHQW LQFRPH DFFUXLQJ GXULQJ VXFK LVFDO HDU IWHU UHFHLSW RI SURRI RI

VDWLVIDFWLRQ RI VXFK FRQGLWLRQ WKH RDUG ZLOO DSSURYH LQ ZULWLQJ WKH WHUPLQDWLRQ RI WKH HWWHU RI UHGLW VXFK

DSSURYDO QRW WR EH ZLWKKHOG XQUHDVRQDEO\

29(5/$ 33,1* 7,21$/ 1' 7,21$/ 29(5/$33,1* 1'(%7(' 1(66

2YHUODSSLQJ HQHUDO 2EOLJDWLRQ RQGHG QGHEWHGQHVV

2YHUODSSLQJ JHQHUDO REOLJDWLRQ ERQGHG LQGHEWHGQHVV LV VKRZQ RQ WKH IROORZLQJ SDJH LQFOXGLQJ D EUHDNGRZQ RI

HDFK RYHUODSSLQJ MXULVGLFWLRQ¶ V DSSOLFDEOH JHQHUDO REOLJDWLRQ ERQGHG LQGHEWHGQHVV 1HW VVHVVHG 3URSHUW\

9DOXH IRU 6HFRQGDU\ 7D[ 3XUSRVHV DQG FRPELQHG WD[ UDWH SHU 1HW VVHVVHG 3URSHUW\ 9DOXH IRU

6HFRQGDU\ 7D[ 3XUSRVHV 2XWVWDQGLQJ ERQGHG LQGHEWHGQHVV LV FRPSULVHG RI JHQHUDO REOLJDWLRQ ERQGV

RXWVWDQGLQJ DQG JHQHUDO REOLJDWLRQ ERQGV VFKHGXOHG IRU VDOH 6HH 5,6. 7256 LUHFW DQG 2YHUODSSLQJ

QGHEWHGQHVV
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D RHV QRW LQFOXGH WKH REOLJDWLRQ RI WKH HQWUDO UL] RQD DWHU RQVHUYDWLRQ LVWULFW WR WKH 8QLWHG 6WDWHV

RI PHULFD HSDUWPHQW RI WKH QWHULRU IRU UHSD\ PHQW RI FHUWDLQ FDSLWDO FRVWV RI FRQVWUXFWLRQ RI WKH HQWUDO UL] RQD

3URMHFW 3´ D PDMRU UHFODPDWLRQ SURMHFW WKDW KDV EHHQ VXEVWDQWLDOO\ FRPSOHWHG E\ WKH XUHDX RI 5HFODPDWLRQ WR

GHOLYHU RORUDGR 5LYHU ZDWHU WR FHQWUDO UL] RQD DQG 7XFVRQ V REOLJDWLRQ IRU VXEVWDQWLDOO\ DOO RI WKH 3

IHDWXUHV WKDW KDYH EHHQ FRQVWUXFWHG LV ELOOLRQ ZKLFK DPRXQW DVVXPHV EXW GRHV QRW PDQGDWH WKDW WKH 8QLWHG

6WDWHV ZLOO DFTXLUH D WRWDO RI DFUH IHHW RI 3 ZDWHU IRU IHGHUDO SXUSRVHV 2I WKH ELOOLRQ UHSD\ PHQW

REOLJDWLRQ SHUFHQW ZLOO EH LQWHUHVW EHDULQJ DQG WKH UHPDLQLQJ SHUFHQW ZLOO EH QRQ LQWHUHVW EHDULQJ 7KHVH

SHUFHQWDJHV ZLOO EH IL[ HG IRU WKH HQWLUH HDU UHSD\ PHQW SHULRG ZKLFK FRPPHQFHG 2FWREHU LV D

PXOWL FRXQW\ ZDWHU FRQVHUYDWLRQ GLVWULFW KDYLQJ ERXQGDULHV FRWHUPLQRXV ZLWK WKH H[ WHULRU ERXQGDULHV RI 0DULFRSD

3LPD DQG 3LQDO RXQWLHV W ZDV IRUPHG IRU WKH H[SUHVV SXUSRVH RI SD\ LQJ SD\ PHQW DGPLQLVWUDWLYH FRVWV DQG

H[ SHQVHV RI 3 DQG WR DVVLVW LQ UHSD\ PHQW WR WKH 8QLWHG 6WDWHV RI WKH FDSLWDO FRVWV RI 3 5HSD\ PHQW ZLOO EH

PDGH IURP D FRPELQDWLRQ RI SRZHU UHYHQXHV VXEFRQWUDFW UHYHQXHV L H DJUHHPHQWV ZLWK PXQLFLSDO LQGXVWULDO DQG

DJULFXOWXUDO ZDWHU XVHUV IRU GHOLYHU\ RI 3 ZDWHU DQG D WD[ OHY\ DJDLQVW DOO WD[ DEOH SURSHUW\ LQ WKH W WKH

GDWH RI WKLV 2IILFLDO 6WDWHPHQW WKH WD[ OHY\ LV OLPLWHG WR FHQWV SHU RI 1HW VVHVVHG 3URSHUW\ 9DOXH IRU

6HFRQGDU\ 7D[ 3XUSRVHV RI ZKLFK FHQWV LV EHLQJ OHYLHG 6HH 6HFWLRQV DQG UL] RQD 5HYLVHG

6WDWXWHV 7KHUH FDQ EH QR DVVXUDQFH WKDW VXFK OHY\ OLPLW ZLOO QRW EH LQFUHDVHG RU UHPRYHG DW DQ\ WLPH GXULQJ WKH OLIH

RI WKH FRQWUDFW

E 7KH FRPELQHG WD[ UDWH LQFOXGHV WKH WD[ UDWH IRU GHEW VHUYLFH SD\ PHQWV DQG PDLQWHQDQFH DQG RSHUDWLRQ RXWOD\ IRU WKH

LVWULFW DQG WKH WD[ UDWH IRU DOO RWKHU SXUSRVHV VXFK DV FDSLWDO DQG RWKHU PDLQWHQDQFH DQG RSHUDWLRQ RXWOD\ ZKLFK LV

EDVHG RQ WKH 1HW VVHVVHG 3URSHUW\ 9DOXH IRU 6HFRQGDU\ 7D[ 3XUSRVHV RI WKH HQWLW\

F 7KH RXQW\¶ V WD[ UDWH LQFOXGHV WKH WD[ UDWH RI WKH RXQW\ WKH WD[ UDWH RI WKH WD[

UDWH RI WKH 3LPD RXQW\ ORRG RQWURO LVWULFW WKH WD[ UDWH RI WKH RXQW\ UHH LEUDU\ WKH WD[

UDWH RI WKH RXQW\ LUH LVWULFW DQG WKH 6WDWH TXDOL] DWLRQ VVLVWDQFH 3URSHUW\ 7D[ W VKRXOG EH QRWHG WKDW

WKH RXQW\ ORRG RQWURO LVWULFW GRHV QRW OHY\ WD[ HV RQ SHUVRQDO SURSHUW\ 7KH 6WDWH TXDOL] DWLRQ VVLVWDQFH

3URSHUW\ 7D[ LV DGMXVWHG DQQXDOO\ SXUVXDQW WR UL] RQD 5HYLVHG 6WDWXWHV 6HFWLRQ

G QFOXGHV WKH RQGV

6RXUFH QGLYLGXDO MXULVGLFWLRQV DQG WKH 3LPD RXQW\ VVHVVRU¶V 2IILFH

3URSRUWLRQ SSOLFDEOH WR WKH

LVWULFW DVHG RQ

1HW VVHVVHG * HQHUDO 1HW VVHVVHG 3URSHUW\ 9DOXH

3URSHUW\ 9DOXH 2EOLJDWLRQ IRU 6HFRQGDU\ 7D[ 3XUSRVHV

IRU 6HFRQGDU\ % RQGHG HEW $ SSUR[ LPDWH 1HW HEW

LUHFW DQG 2YHUODSSLQJ XULVGLFWLRQ 7D[ 3XUSRVHV 2XWVWDQGLQJ a) 3HUFHQW $ PRXQW

6WDWH RI UL] RQD 1RQH 1RQH

3LPD RXQW\ c) 1RQH

3LPD RXQW\ RPPXQLW\ ROOHJH LVWULFW 1RQH 1RQH

RQWLQHQWDO OHPHQWDU\ 6FKRRO LVWULFW 1R

7RZQ RI 6DKXDULWD 1RQH 1RQH

UHHQ 9DOOH\ LUH HSDUWPHQW 1RQH 1RQH

7KH LVWULFW d)

7RWDO 1HW LUHFW DQG 2YHUODSSLQJ HQHUDO2EOLJDWLRQ RQGHG HEW

1RQH

IRU 6HFRQGDU\

7D[ 3XUSRVHV b)

1RQH

RPELQHG

7D[ 5DWH

3HU

1HW VVHVVHG

3URSHUW\ 9DOXH



GGLWLRQDO HQHUDO 2EOLJDWLRQ RQGHG QGHEWHGQHVV RI WKH LVWULFW

Q DGGLWLRQ WR WKH RQGV WKH LVWULFW UHWDLQV WKH ULJKW WR LVVXH VXEMHFW WR WKH DXWKRUL] DWLRQ UHPDLQLQJ IURP WKH

OHFWLRQ RU DXWKRUL] DWLRQ IURP D IXWXUH ERQG HOHFWLRQ LQ DFFRUGDQFH ZLWK WKH SURFHGXUHV VHW IRUWK LQ WKH

QDEOLQJ FW DGGLWLRQDO VHULHV RI ERQGV SD\ DEOH IURP ad valorem SURSHUW\ WD[ HV 6HH 7$%/(

67,0$7(' 7 6( 59,&( 5(48,5(0(176 6HH DOVR 5,6. 7256 LUHFW DQG 2YHUODSSLQJ

QGHEWHGQHVV

7KH QDEOLQJ FW SURYLGHV WKDW WKH WRWDO DJJUHJDWH RXWVWDQGLQJ DPRXQW RI ERQGV DQG DQ\ RWKHU LQGHEWHGQHVV

IRU ZKLFK WKH IXOO IDLWK DQG FUHGLW RI WKH LVWULFW DUH SOHGJHG ZLOO QRW H[ FHHG SHUFHQW RI WKH DJJUHJDWH RI WKH

HVWLPDWHG PDUNHW YDOXH RI WKH UHDO SURSHUW\ DQG LPSURYHPHQWV LQ WKH LVWULFW DIWHU WKH SXEOLF LQIUDVWUXFWXUH RI

WKH LVWULFW LV FRPSOHWHG SOXV WKH YDOXH RI WKH SXEOLF LQIUDVWUXFWXUH RZQHG RU WR EH DFTXLUHG E\ WKH LVWULFW

ZLWK WKH SURFHHGV RI WKH ERQGV 7KH LVWULFW KDV PDGH D ILQGLQJ WKDW LVVXDQFH RI WKH RQGV ZLOO PHHW WKH WHVW

VHW IRUWK DERYH

7R WKH H[ WHQW QR RWKHUZLVH SURKLELWHG E\ DSSOLFDEOH ODZ IURP GRLQJ VR WKH RDUG KDV UHVROYHG LQ WKH RQGV

5HVROXWLRQ WKDW ZKLOH DQ\ RI WKH RQGV UHPDLQ RXWVWDQGLQJ DQG 0 DV GHILQHG KHUHLQ LV QRW LQ GHIDXOW ZLWK

UHVSHFW WR WKH 3ROLF\ DV GHILQHG KHUHLQ DGGLWLRQDO DPRXQWV RI XWKRUL] HG RQGV VKDOO QRW EH LVVXHG XQOHVV DW

WKH WLPH RI LVVXDQFH WKHUHRI WKH SULQFLSDO DPRXQW RI WKH RQGV WKH XWKRUL] HG RQGV KHUHDIWHU LVVXHG DQG DQ\

ERQGV LVVXHG WR UHIXQG WKH RQGV DQG WKH XWKRUL] HG RQGV WKHQ RXWVWDQGLQJ DQG WR EH RXWVWDQGLQJ LV QRW

PRUH WKDQ ILIW\ SHUFHQW RI WKH 1HW VVHVVHG 3URSHUW\ 9DOXH IRU 6HFRQGDU\ 7D[ 3XUSRVHV DV RI WKH ODVW

SUHFHGLQJ WD[ OHY\ RI SURSHUW\ ZLWKLQ WKH ERXQGDULHV RI WKH LVWULFW

3XUVXDQW WR WKH OHFWLRQ WKH LVWULFW ZDV DXWKRUL] HG WR LQFXU JHQHUDO REOLJDWLRQ ERQGHG LQGHEWHGQHVV LQ DQ

DPRXQW QRW WR H[ FHHG DQG RI WKH XWKRUL] HG RQGV UHPDLQLQJ XQLVVXHG GGLWLRQDO

LQGHEWHGQHVV FRXOG EH DXWKRUL] HG IRU WKH LVWULFW LQ WKH IXWXUH SXUVXDQW WR RWKHU HOHFWLRQV

GGLWLRQDO 2YHUODSSLQJ HQHUDO 2EOLJDWLRQ RQGHG QGHEWHGQHVV

7KH LVWULFW KDV QR FRQWURO RYHU WKH DPRXQW RI DGGLWLRQDO LQGHEWHGQHVV SD\ DEOH IURP WD[ HV RQ DOO RU D SRUWLRQ

RI WKH SURSHUW\ ZLWKLQ WKH LVWULFW WKDW PD\ EH LVVXHG LQ WKH IXWXUH E\ RWKHU SROLWLFDO VXEGLYLVLRQV LQFOXGLQJ EXW

QRW OLPLWHG WR WKH 7RZQ 3LPD RXQW\ UL] RQD RQWLQHQWDO 8QLILHG 6FKRRO LVWULFW 1R RI 3LPD RXQW\

UL] RQD 3LPD RXQW\ RPPXQLW\ ROOHJH LVWULFW RU RWKHU HQWLWLHV KDYLQJ MXULVGLFWLRQ RYHU DOO RU D SRUWLRQ RI

WKH ODQG ZLWKLQ WKH LVWULFW GGLWLRQDO LQGHEWHGQHVV FRXOG EH DXWKRUL] HG IRU VXFK RYHUODSSLQJ MXULVGLFWLRQV LQ

WKH IXWXUH 6HH 5,6. 7256 LUHFW DQG 2YHUODSSLQJ QGHEWHGQHVV

7KH IROORZLQJ RYHUODSSLQJ HQWLWLHV RI WKH LVWULFW KDYH WKH LQGLFDWHG DXWKRUL] HG EXW XQLVVXHG JHQHUDO REOLJDWLRQ

ERQGV DYDLODEOH IRU IXWXUH LVVXDQFH

7$%/(
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RQWLQHQWDO OHPHQWDU\ 6FKRRO LVWULFW 1R

3LPD RXQW\



21' 1685$1&(

RQG QVXUDQFH 3ROLF\

RQFXUUHQWO\ ZLWK WKH LVVXDQFH RI WKH RQGV VVXUHG XDUDQW\ 0XQLFLSDO RUS 0´ RU WKH RQG

QVXUHU´ ZLOO LVVXH LWV 0XQLFLSDO RQG QVXUDQFH 3ROLF\ IRU WKH RQGV WKH 3ROLF\ 7KH 3ROLF\ JXDUDQWHHV

WKH VFKHGXOHG SD\ PHQW RI SULQFLSDO RI DQG LQWHUHVW RQ WKH RQGV ZKHQ GXH DV VHW IRUWK LQ WKH IRUP RI WKH 3ROLF\

LQFOXGHG DV DQ DSSHQGL[ WR WKLV 2IILFLDO 6WDWHPHQW

7KH 3ROLF\ LV QRW FRYHUHG E\ DQ\ LQVXUDQFH VHFXULW\ RU JXDUDQW\ IXQG HVWDEOLVKHG XQGHU 1HZ RUN DOLIRUQLD

RQQHFWLFXW RU ORULGD LQVXUDQFH ODZ

VVXUHG XDUDQW\ 0XQLFLSDO RUS

0 LV D 1HZ RUN GRPLFLOHG ILQDQFLDO JXDUDQW\ LQVXUDQFH FRPSDQ\ DQG DQ LQGLUHFW VXEVLGLDU\ RI VVXUHG

XDUDQW\ WG D HUPXGD EDVHG KROGLQJ FRPSDQ\ ZKRVH VKDUHV DUH SXEOLFO\ WUDGHG DQG DUH OLVWHG RQ

WKH 1HZ RUN 6WRFN FKDQJH XQGHU WKH V\ PERO 2´ WKURXJK LWV RSHUDWLQJ VXEVLGLDULHV SURYLGHV

FUHGLW HQKDQFHPHQW SURGXFWV WR WKH 8 6 DQG JOREDO SXEOLF ILQDQFH LQIUDVWUXFWXUH DQG VWUXFWXUHG ILQDQFH

PDUNHWV 1HLWKHU QRU DQ\ RI LWV VKDUHKROGHUV RU DIILOLDWHV RWKHU WKDQ 0 LV REOLJDWHG WR SD\ DQ\ GHEWV

RI 0 RU DQ\ FODLPV XQGHU DQ\ LQVXUDQFH SROLF\ LVVXHG E\ 0

0¶V ILQDQFLDO VWUHQJWK LV UDWHG VWDEOH RXWORRN E\ 6 3 OREDO 5DWLQJV D EXVLQHVV XQLW RI 6WDQGDUG

3RRU¶V LQDQFLDO 6HUYLFHV 6 3´ VWDEOH RXWORRN E\ UROO RQG 5DWLQJ JHQF\ QF

5$´ DQG VWDEOH RXWORRN E\ 0RRG\¶V QYHVWRUV 6HUYLFH QF 0RRG\¶V´ DFK UDWLQJ RI 0

VKRXOG EH HYDOXDWHG LQGHSHQGHQWO\ Q H[ SODQDWLRQ RI WKH VLJQLILFDQFH RI WKH DERYH UDWLQJV PD\ EH REWDLQHG

IURP WKH DSSOLFDEOH UDWLQJ DJHQF\ 7KH DERYH UDWLQJV DUH QRW UHFRPPHQGDWLRQV WR EX\ VHOO RU KROG DQ\

VHFXULW\ DQG VXFK UDWLQJV DUH VXEMHFW WR UHYLVLRQ RU ZLWKGUDZDO DW DQ\ WLPH E\ WKH UDWLQJ DJHQFLHV LQFOXGLQJ

ZLWKGUDZDO LQLWLDWHG DW WKH UHTXHVW RI 0 LQ LWV VROH GLVFUHWLRQ Q DGGLWLRQ WKH UDWLQJ DJHQFLHV PD\ DW DQ\

WLPH FKDQJH 0¶V ORQJ WHUP UDWLQJ RXWORRNV RU SODFH VXFK UDWLQJV RQ D ZDWFK OLVW IRU SRVVLEOH GRZQJUDGH LQ

WKH QHDU WHUP Q\ GRZQZDUG UHYLVLRQ RU ZLWKGUDZDO RI DQ\ RI WKH DERYH UDWLQJV WKH DVVLJQPHQW RI D QHJDWLYH

RXWORRN WR VXFK UDWLQJV RU WKH SODFHPHQW RI VXFK UDWLQJV RQ D QHJDWLYH ZDWFK OLVW PD\ KDYH DQ DGYHUVH HIIHFW RQ

WKH PDUNHW SULFH RI DQ\ VHFXULW\ JXDUDQWHHG E\ 0 0 RQO\ JXDUDQWHHV VFKHGXOHG SULQFLSDO DQG

VFKHGXOHG LQWHUHVW SD\ PHQWV SD\ DEOH E\ WKH LVVXHU RI REOLJDWLRQV LQVXUHG E\ 0 RQ WKH GDWH V ZKHQ VXFK

DPRXQWV ZHUH LQLWLDOO\ VFKHGXOHG WR EHFRPH GXH DQG SD\ DEOH VXEMHFW WR DQG LQ DFFRUGDQFH ZLWK WKH WHUPV RI

WKH UHOHYDQW LQVXUDQFH SROLF\ DQG GRHV QRW JXDUDQWHH WKH PDUNHW SULFH RU OLTXLGLW\ RI WKH VHFXULWLHV LW LQVXUHV

QRU GRHV LW JXDUDQWHH WKDW WKH UDWLQJV RQ VXFK VHFXULWLHV ZLOO QRW EH UHYLVHG RU ZLWKGUDZQ

Current Financial Strength Ratings

2Q XO\ 6 3 LVVXHG D FUHGLW UDWLQJ UHSRUW LQ ZKLFK LW DIILUPHG 0¶V ILQDQFLDO VWUHQJWK UDWLQJ RI

VWDEOH RXWORRN 0 FDQ JLYH QR DVVXUDQFH DV WR DQ\ IXUWKHU UDWLQJV DFWLRQ WKDW 6 3 PD\ WDNH

2Q XJXVW 0RRG\¶V SXEOLVKHG D FUHGLW RSLQLRQ DIILUPLQJ LWV H[ LVWLQJ LQVXUDQFH ILQDQFLDO VWUHQJWK

UDWLQJ RI VWDEOH RXWORRN RQ 0 0 FDQ JLYH QR DVVXUDQFH DV WR DQ\ IXUWKHU UDWLQJV DFWLRQ WKDW

0RRG\¶V PD\ WDNH

2Q HFHPEHU 5$ LVVXHG D ILQDQFLDO JXDUDQW\ VXUYHLOODQFH UHSRUW LQ ZKLFK LW DIILUPHG 0¶V

LQVXUDQFH ILQDQFLDO VWUHQJWK UDWLQJ RI VWDEOH RXWORRN 0 FDQ JLYH QR DVVXUDQFH DV WR DQ\ IXUWKHU

UDWLQJV DFWLRQ WKDW 5$ PD\ WDNH

RU PRUH LQIRUPDWLRQ UHJDUGLQJ 0¶V ILQDQFLDO VWUHQJWK UDWLQJV DQG WKH ULVNV UHODWLQJ WKHUHWR VHH V

QQXDO 5HSRUW RQ RUP IRU WKH ILVFDO HDU HQGHG HFHPEHU



Capitalization of AGM

W 6HSWHPEHU 0¶V SROLF\ KROGHUV¶ VXUSOXV DQG FRQWLQJHQF\ UHVHUYH ZHUH DSSUR[ LPDWHO\

PLOOLRQ DQG LWV QHW XQHDUQHG SUHPLXP UHVHUYH ZDV DSSUR[ LPDWHO\ PLOOLRQ 6XFK DPRXQWV UHSUHVHQW WKH

FRPELQHG VXUSOXV FRQWLQJHQF\ UHVHUYH DQG QHW XQHDUQHG SUHPLXP UHVHUYH RI 0 0¶V ZKROO\ RZQHG

VXEVLGLDU\ VVXUHG XDUDQW\ XURSH WG DQG RI 0¶V LQGLUHFW VXEVLGLDU\ 0XQLFLSDO VVXUDQFH

RUS HDFK DPRXQW RI VXUSOXV FRQWLQJHQF\ UHVHUYH DQG QHW XQHDUQHG SUHPLXP UHVHUYH IRU HDFK FRPSDQ\ ZDV

GHWHUPLQHG LQ DFFRUGDQFH ZLWK VWDWXWRU\ DFFRXQWLQJ SULQFLSOHV

Incorporation of Certain Documents by Reference

3RUWLRQV RI WKH IROORZLQJ GRFXPHQWV ILOHG E\ ZLWK WKH 6HFXULWLHV DQG FKDQJH RPPLVVLRQ WKH 6(&´

WKDW UHODWH WR 0 DUH LQFRUSRUDWHG E\ UHIHUHQFH LQWR WKLV 2IILFLDO 6WDWHPHQW DQG VKDOO EH GHHPHG WR EH D SDUW

KHUHRI

L WKH QQXDO 5HSRUW RQ RUP IRU WKH ILVFDO HDU HQGHG HFHPEHU ILOHG E\ ZLWK WKH

6(& RQ HEUXDU\

LL WKH 4XDUWHUO\ 5HSRUW RQ RUP 4 IRU WKH TXDUWHUO\ SHULRG HQGHG 0DUFK ILOHG E\ ZLWK

WKH 6(& RQ 0D\

LLL WKH 4XDUWHUO\ 5HSRUW RQ RUP 4 IRU WKH TXDUWHUO\ SHULRG HQGHG XQH ILOHG E\ ZLWK

WKH 6(& RQ XJXVW DQG

LY WKH 4XDUWHUO\ 5HSRUW RQ RUP 4 IRU WKH TXDUWHUO\ SHULRG HQGHG 6HSWHPEHU ILOHG E\

ZLWK WKH 6(& RQ 1RYHPEHU

OO FRQVROLGDWHG ILQDQFLDO VWDWHPHQWV RI 0 DQG DOO RWKHU LQIRUPDWLRQ UHODWLQJ WR 0 LQFOXGHG LQ RU DV

H[ KLELWV WR GRFXPHQWV ILOHG E\ ZLWK WKH 6(& SXUVXDQW WR 6HFWLRQ D RU G RI WKH 6HFXULWLHV

FKDQJH FW RI DV DPHQGHG H[ FOXGLQJ XUUHQW 5HSRUWV RU SRUWLRQV WKHUHRI IXUQLVKHG´ XQGHU WHP

RU WHP RI RUP DIWHU WKH ILOLQJ RI WKH ODVW GRFXPHQW UHIHUUHG WR DERYH DQG EHIRUH WKH

WHUPLQDWLRQ RI WKH RIIHULQJ RI WKH RQGV VKDOO EH GHHPHG LQFRUSRUDWHG E\ UHIHUHQFH LQWR WKLV 2IILFLDO 6WDWHPHQW

DQG WR EH D SDUW KHUHRI IURP WKH UHVSHFWLYH GDWHV RI ILOLQJ VXFK GRFXPHQWV RSLHV RI PDWHULDOV LQFRUSRUDWHG

E\ UHIHUHQFH DUH DYDLODEOH RYHU WKH LQWHUQHW DW WKH 6(&¶V ZHEVLWH DW KWWS ZZZ VHF JRY DW V ZHEVLWH DW

KWWS ZZZ DVVXUHGJXDUDQW\ FRP RU ZLOO EH SURYLGHG XSRQ UHTXHVW WR VVXUHG XDUDQW\ 0XQLFLSDO RUS

URDGZD\ 1HZ RUN 1HZ RUN WWHQWLRQ RPPXQLFDWLRQV HSDUWPHQW WHOHSKRQH

FHSW IRU WKH LQIRUPDWLRQ UHIHUUHG WR DERYH QR LQIRUPDWLRQ DYDLODEOH RQ RU WKURXJK V ZHEVLWH

VKDOO EH GHHPHG WR EH SDUW RI RU LQFRUSRUDWHG LQ WKLV 2IILFLDO 6WDWHPHQW

Q\ LQIRUPDWLRQ UHJDUGLQJ 0 LQFOXGHG KHUHLQ XQGHU WKH FDSWLRQ 21' 1685$1&( VVXUHG

XDUDQW\ 0XQLFLSDO RUS RU LQFOXGHG LQ D GRFXPHQW LQFRUSRUDWHG E\ UHIHUHQFH KHUHLQ FROOHFWLYHO\ WKH

0 QIRUPDWLRQ´ VKDOO EH PRGLILHG RU VXSHUVHGHG WR WKH H[ WHQW WKDW DQ\ VXEVHTXHQWO\ LQFOXGHG 0

QIRUPDWLRQ HLWKHU GLUHFWO\ RU WKURXJK LQFRUSRUDWLRQ E\ UHIHUHQFH PRGLILHV RU VXSHUVHGHV VXFK SUHYLRXVO\

LQFOXGHG 0 QIRUPDWLRQ Q\ 0 QIRUPDWLRQ VR PRGLILHG RU VXSHUVHGHG VKDOO QRW FRQVWLWXWH D SDUW RI

WKLV 2IILFLDO 6WDWHPHQW H[ FHSW DV VR PRGLILHG RU VXSHUVHGHG

Miscellaneous Matters

0 PDNHV QR UHSUHVHQWDWLRQ UHJDUGLQJ WKH RQGV RU WKH DGYLVDELOLW\ RI LQYHVWLQJ LQ WKH RQGV Q DGGLWLRQ

0 KDV QRW LQGHSHQGHQWO\ YHULILHG PDNHV QR UHSUHVHQWDWLRQ UHJDUGLQJ DQG GRHV QRW DFFHSW DQ\

UHVSRQVLELOLW\ IRU WKH DFFXUDF\ RU FRPSOHWHQHVV RI WKLV 2IILFLDO 6WDWHPHQW RU DQ\ LQIRUPDWLRQ RU GLVFORVXUH



FRQWDLQHG KHUHLQ RU RPLWWHG KHUHIURP RWKHU WKDQ ZLWK UHVSHFW WR WKH DFFXUDF\ RI WKH LQIRUPDWLRQ UHJDUGLQJ

0 VXSSOLHG E\ 0 DQG SUHVHQWHG XQGHU WKH KHDGLQJ 21' 1685$1&(´

5,6. 7256 5(/$ 7(' 72 21' 1685$1&(

7KH IROORZLQJ DUH ULVN IDFWRUV UHODWLQJ WR ERQG LQVXUDQFH JHQHUDOO\ Q WKH HYHQW RI GHIDXOW RI WKH SD\ PHQW RI

SULQFLSDO RU LQWHUHVW ZLWK UHVSHFW WR DQ\ RI WKH RQGV ZKHQ DOO RU VRPH EHFRPHV GXH DQ\ RZQHU RI WKH RQGV

RQ ZKLFK VXFK SULQFLSDO RU LQWHUHVW ZDV QRW SDLG ZLOO KDYH D FODLP XQGHU WKH 3ROLF\ IRU VXFK SD\ PHQWV Q WKH

HYHQW WKH RQG QVXUHU LV XQDEOH WR PDNH SD\ PHQW RI SULQFLSDO DQG LQWHUHVW DV VXFK SD\ PHQWV EHFRPH GXH

XQGHU WKH 3ROLF\ WKH RQGV ZLOO UHPDLQ SD\ DEOH DV GHVFULEHG XQGHU 6(& 85,7< 25 1' 6285&(6 2)

3$< 0(17 2) 7+( 21' 6 Q WKH HYHQW WKH RQG QVXUHU EHFRPHV REOLJDWHG WR PDNH SD\ PHQWV ZLWK

UHVSHFW WR WKH RQGV QR DVVXUDQFH ZLOO EH JLYHQ WKDW VXFK HYHQW ZLOO QRW DGYHUVHO\ DIIHFW WKH PDUNHW SULFH RI

WKH RQGV DQG WKH PDUNHWDELOLW\ OLTXLGLW\ RI WKH RQGV

7KH ORQJ WHUP UDWLQJV RQ WKH RQGV ZLOO EH GHSHQGHQW LQ SDUW RQ WKH ILQDQFLDO VWUHQJWK RI WKH RQG QVXUHU DQG

LWV FODLPV SD\ LQJ DELOLW\ 7KH RQG QVXUHU¶V ILQDQFLDO VWUHQJWK DQG FODLPV SD\ LQJ DELOLW\ ZLOO EH SUHGLFDWHG

XSRQ D QXPEHU RI IDFWRUV ZKLFK FRXOG FKDQJH RYHU WLPH 1R DVVXUDQFH ZLOO EH JLYHQ WKDW WKH ORQJ WHUP UDWLQJ

RI WKH RQG QVXUHU DQG RI WKH UDWLQJ RQ WKH RQGV LQVXUHG E\ WKH RQG QVXUHU ZLOO QRW EH VXEMHFW WR

GRZQJUDGH DQG VXFK HYHQW FRXOG DGYHUVHO\ DIIHFW WKH PDUNHW SULFH RI WKH RQGV DQG WKH PDUNHWDELOLW\

OLTXLGLW\ RI WKH RQGV

7KH ERQGV RI WKH RQG QVXUHU ZLOO EH JHQHUDO REOLJDWLRQV RI WKH RQG QVXUHU DQG LQ DQ HYHQW RI GHIDXOW E\

WKH RQG QVXUHU WKH UHPHGLHV DYDLODEOH PD\ EH OLPLWHG E\ DSSOLFDEOH EDQNUXSWF\ ODZ VWDWH UHFHLYHUVKLS RU

RWKHU VLPLODU ODZV UHODWHG WR LQVROYHQF\ RI LQVXUDQFH FRPSDQLHV

1RQH RI WKH LVWULFW WKH LQDQFLDO GYLVRU WKH 8QGHUZULWHU RU WKHLU UHVSHFWLYH DWWRUQH\ V DJHQWV RU

FRQVXOWDQWV KDV PDGH LQGHSHQGHQW LQYHVWLJDWLRQ LQWR WKH FODLPV SD\ LQJ DELOLW\ RI WKH RQG QVXUHU DQG QR

DVVXUDQFH RU UHSUHVHQWDWLRQ UHJDUGLQJ WKH ILQDQFLDO VWUHQJWK RU SURMHFWHG ILQDQFLDO VWUHQJWK RI WKH RQG QVXUHU

ZLOO EH JLYHQ 7KXV ZKHQ PDNLQJ DQ LQYHVWPHQW GHFLVLRQ SRWHQWLDO LQYHVWRUV VKRXOG FDUHIXOO\ FRQVLGHU WKH

DELOLW\ RI WKH LVWULFW WR SD\ SULQFLSDO RI DQG LQWHUHVW RQ WKH RQGV DQG WKH FODLPV SD\ LQJ DELOLW\ RI WKH RQG

QVXUHU SDUWLFXODUO\ RYHU WKH OLIH RI WKH LQYHVWPHQW

7+( 675,&7

HQHUDO

7KH LVWULFW HQFRPSDVVHV DSSUR[ LPDWHO\ DFUHV WKH LVWULFW DQG´ ORFDWHG ZLWKLQ WKH VRXWKHUQ SRUWLRQ

RI WKH 7RZQ 7KH 7RZQ LV ORFDWHG LQ WKH RXQW\ DQG LV FRQVLGHUHG SDUW RI WKH JUHDWHU 7XFVRQ PHWURSROLWDQ

DUHD 6HH SSHQGL[ 1)250$7,21 5(*$ 5', 1* 7+( 72: 1 2) 6$+ 8$5,7$ 5,=21$

ZKLFK LQFOXGHV FHUWDLQ LQIRUPDWLRQ DERXW WKH 7RZQ DQG VXUURXQGLQJ DUHD DQG JHQHUDOO\ WKH LQIRUPDWLRQ RQ

SDJHV LLL DQG LY

7KH 7RZQ IRUPHG WKH LVWULFW SXUVXDQW WR D UHVROXWLRQ DGRSWHG RQ 6HSWHPEHU 7KH LVWULFW LV D

VSHFLDO SXUSRVH WD[ OHY\ LQJ SXEOLF LPSURYHPHQW GLVWULFW IRU FHUWDLQ FRQVWLWXWLRQDO SXUSRVHV DQG D PXQLFLSDO

FRUSRUDWLRQ IRU FHUWDLQ RWKHU VWDWXWRU\ SXUSRVHV 7KH LVWULFW KDV WKH SRZHU WR LPSOHPHQW WKH LVWULFW¶V JHQHUDO

SODQ IRU SXEOLF LQIUDVWUXFWXUH SULPDULO\ WKURXJK WKH LVVXDQFH RI JHQHUDO REOLJDWLRQ DVVHVVPHQW RU UHYHQXH

ERQGV 7KH LVWULFW KDV QR FXUUHQW SODQV WR LVVXH DVVHVVPHQW RU UHYHQXH ERQGV



LVWULFW RDUG DQG GPLQLVWUDWLYH 6WDII

Q DFFRUGDQFH ZLWK 6WDWH ODZ WKH 0D\ RU DQG RXQFLO RI WKH 7RZQ VHUYH DV WKH KDLUPDQ DQG PHPEHUV RI WKH

LVWULFW RDUG GGLWLRQDOO\ WKH LVWULFW RDUG KDV DSSRLQWHG HOO\ 8GDOO WKH 7RZQ 0DQDJHU DV WKH

LVWULFW 0DQDJHU 0DUULRWWL WKH 7RZQ¶V LQDQFH LUHFWRU DV WKH LVWULFW 7UHDVXUHU DQG WKH LVWULFW

LQDQFH LUHFWRU DQLHO RFKXOL WKH 7RZQ WWRUQH\ DV WKH LVWULFW RXQVHO DQG LVD ROH WKH 7RZQ OHUN

DV WKH LVWULFW OHUN

38%/,& 1)5$6758&785(

7KH 6HULHV RQGV LQFOXGHG WKH FRVW RI FRQVWUXFWLQJ DQG DFTXLULQJ WKH SXEOLF LQIUDVWUXFWXUH WKH 3XEOLF

QIUDVWUXFWXUH´ ZLWKLQ WKH LVWULFW QHFHVVDU\ IRU GHYHORSPHQW 7KH WRWDO DFTXLVLWLRQ DQG FRQVWUXFWLRQ FRVW RI

WKH 3XEOLF QIUDVWUXFWXUH IRU WKH 6HULHV RQGV ZDV DV IROORZV

HVFULSWLRQ RVW HDU FTXLUHG RPSOHWHG

DPSEHOO YHQXH 3XEOLF UWHULDO

DPSEHOO YHQXH ULGJH

6RXWK RXQGDU\ 5RDGZD\ 3XEOLF UWHULDO

DQGVFDSLQJ ORQJ 3XEOLF 6WUHHWV

UDLQDJH PSURYHPHQWV

3XEOLF 6HZHU 6\ VWHP

ULGJHV DW DVK URVVLQJV

3DUN

1' 9(/ 230(17 7+( 9(/ 23( 5

The information contained in this section relates to and has been obtained from the Developer, and none of

the District, the Financial Advisor or the Underwriter assumes any responsibility for the accuracy or

completeness thereof.  None of the District, the Financial Advisor or the Underwriter make any representation

regarding projected development plans within the District, the financial soundness of the Developer or other

property owners and developers or the managerial ability of such persons and entities to complete

development as planned.  The development of the District Land may be affected by factors, such as

governmental policies with respect to land development, the availability of utilities, the availability of energy, 

construction costs, interest rates, competition from other developments and other political, legal and economic

conditions beyond the control of the District, property owners and developers.  Further, the District Land may

be subject to encumbrances as security for obligations payable to various parties, the default of which could

adversely affect construction activity.  See “ RISK FACTORS.” 

DQG HYHORSPHQW

General 7KH LVWULFW DQG ZKLFK FRQVLVWV RI DSSUR[ LPDWHO\ DFUHV LV EHLQJ GHYHORSHG E\ WKH

HYHORSHU DV SDUW RI DQ DSSUR[ LPDWHO\ DFUH PDVWHU SODQQHG UHVLGHQWLDO GHYHORSPHQW NQRZQ DV 4XDLO

UHHN´ WKH Project´ 7KH SRUWLRQ RI WKH 3URMHFW ORFDWHG RQ LVWULFW DQG LV DQWLFLSDWHG WR LQFOXGH DQG

DSSOLFDEOH RQLQJ ZRXOG SHUPLW DSSUR[ LPDWHO\ XQLWV FRQVLVWLQJ RI VLQJOH IDPLO\ GZHOOLQJV DV ZHOO DV

UHODWHG JROI FRXUVHV DQG DPHQLWLHV

7KH LVWULFW DQG LQFOXGHV DSSUR[ LPDWHO\ DFUHV GHVLJQDWHG IRU SXEOLF SDUNV DQG RSHQ VSDFHV ZKLFK DV SDUW

RI VXEVHTXHQW SKDVHV RI GHYHORSPHQW RI WKH 3URMHFW ZLOO LQFOXGH ERWK SDVVLYH DQG DFWLYH UHFUHDWLRQDO

DPHQLWLHV LQFOXGLQJ D VRIWEDOO ILHOG VPDOO ZDWHU IHDWXUHV VKDGH UDPDGDV DQG RXWK SOD\ JURXQG IDFLOLWLHV 7KH

SDUN DOVR ZLOO IHDWXUH SXEOLF UHVWURRPV DWHU SKDVHV PD\ LQFOXGH SXEOLF PHHWLQJ VSDFH

OWKRXJK WKH QXPEHU RI DFUHV GHYRWHG WR HDFK SDUWLFXODU ODQG XVH PD\ XOWLPDWHO\ YDU\ WKH LVWULFW LV FXUUHQWO\

H[ SHFWHG WR LQFOXGH WKH IROORZLQJ ODQG XVHV



7$%/(

3(& 7(' 1' 86( 6 7+,1 7+( 675,&7

7\SH RI HYHORSPHQW

SSUR[ LPDWH FUHV

RI LVWULFW DQG

5HVLGHQWLDO

3XEOLF 5RDGZD\ V 5LJKWV RI D\

2SHQ 6SDFH 3DUNV

7RWDO

Ownership of District Land 7LWOH WR WKH LVWULFW DQG LV KHOG LQ D WUXVW WKH 7UXVW´ DQG FRQWUROOHG E\ WKH

HYHORSHU 3XUVXDQW WR WKH 7UXVW JUHHPHQW WKH HYHORSHU LV UHVSRQVLEOH WR SD\ DOO WD[ HV DQG DVVHVVPHQWV

OHYLHG DQG DVVHVVHG XSRQ DQG DJDLQVW WKH LVWULFW DQG KHOG LQ WKH 7UXVW

Development of Quail Creek 7KH LQLWLDO SKDVHV RI GHYHORSPHQW RI WKH 3URMHFW EHJDQ SULRU WR WKH SXUFKDVH RI

WKH 3URMHFW E\ WKH HYHORSHU LQ XQH W WKH WLPH RI WKH HYHORSHU¶V DFTXLVLWLRQ WKHUH ZHUH

DSSUR[ LPDWHO\ H[ LVWLQJ KRPHV D QLQH KROH JROI FRXUVH DQG VRPH DPHQLWLHV 6KRUWO\ DIWHU DVVXPLQJ

RZQHUVKLS RI WKH 3URMHFW WKH HYHORSHU PRGLILHG WKH SURGXFW RIIHULQJV ZLWK QHZ IORRU SODQV DQG PRGHO

KRPHV 6LQFH WKH HYHORSHU KDV PDGH QXPHURXV LPSURYHPHQWV WR WKH 3URMHFW LQFOXGLQJ FRQVWUXFWLRQ RI

DQ DGGLWLRQDO HLJKWHHQ KROHV RI JROI D QHZ VDOHV RIILFH D QHZ FOXEKRXVH D QHZ JULOOH D FUHDWLYH DQG

WHFKQRORJ\ FHQWHU D VL[ WHHQ FRXUW SLFNOHEDOO FRPSOH[ DQG LPSURYHPHQWV WR H[ LVWLQJ DPHQLWLHV LQFOXGLQJ WKH

SUR VKRS ILWQHVV FHQWHU DTXDWLF IDFLOLW\ DQG PHHWLQJ VSDFH

7KH IROORZLQJ WDEOH VHWV IRUWK WKH VDOHV DQG FORVLQJV RI QHZ KRPHV QHW RI FDQFHOODWLRQV IRU WKH HDUV VLQFH

7$%/(
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DOHQGDU

HDU 7RWDO 6DOHV 7RWDO ORVLQJV

7RWDOV

1RW LQ LVWULFW Q LVWULFW

7RWDO RWV

7RWDO RWV ORVHG

RWV XUUHQWO\ 6ROG 1RW ORVHG

7RWDO RWV YDLODEOH

7KURXJK XJXVW

6RXUFH 7KH HYHORSHU



6LQJOH IDPLO\ KRPHV FRQVWUXFWHG E\ WKH HYHORSHU DUH DQWLFLSDWHG WR KDYH DQ DYHUDJH SULFH RI 7KH

HYHORSHU¶V DEVRUSWLRQ SURMHFWLRQV IRU WKH SRUWLRQ RI WKH 3URMHFW LQFOXGHG LQ WKH LVWULFW DUH VHW IRUWK EHORZ LQ

7DEOH 6XFK SURMHFWLRQV DUH IRUZDUG ORRNLQJ´ VWDWHPHQWV DQG VKRXOG EH FRQVLGHUHG ZLWK DQ

DEXQGDQFH RI FDXWLRQ

7$%/(

48$,/ 5((. 67,0$7(' 20( 26,1* 62537,21 6&+(' 8/(

HDU 1RW LQ LVWULFW Q LVWULFW

QQXDO

7RWDO

LVWULFW

7RWDO

6RXUFH 7KH HYHORSHU

V VWDWHG DERYH WKHUH LV QR JXDUDQWHH WKDW WKH IRUHJRLQJ SURMHFWLRQV ZLOO RFFXU GGLWLRQDOO\ WKH HYHORSHU

DQWLFLSDWHV WKDW LW ZLOO DQG WKHUH DUH QR UHVWULFWLRQV RQ WKH DELOLW\ RI WKH HYHORSHU WR VHOO D SRUWLRQ RI WKH

LVWULFW DQG WR LQGLYLGXDOV DQG RWKHU KRPHEXLOGHUV DQG WKHUH FDQ EH QR DVVXUDQFH QRZ RU DW WKH WLPH WKH

RQGV DUH LVVXHG WKDW DQ\ VXEVHTXHQW RZQHUV ZLOO KDYH WKH ILQDQFLDO FDSDELOLW\ WR RU ZLOO FRPPHQFH RU

FRPSOHWH GHYHORSPHQW RQ DQ\ SRUWLRQ RI WKH LVWULFW DQG VR DFTXLUHG 6HH 5,6. 7256

RQFHQWUDWLRQ RI 2ZQHUVKLS 6XEVHTXHQW 7UDQVIHU´ DQG DLOXUH RU QDELOLW\ WR RPSOHWH 3URSRVHG

3URMHFW

Other Project Infrastructure Q DGGLWLRQ WR WKH SXEOLF LQIUDVWUXFWXUH WKH SRUWLRQ RI WKH 3URMHFW ZLWKLQ WKH

LVWULFW ZLOO LQFOXGH FRQVWUXFWLRQ RI FHUWDLQ RWKHU LQIUDVWUXFWXUH WKH Project Infrastructure´ 1RQH RI WKH

3URMHFW QIUDVWUXFWXUH ZLOO EH ILQDQFHG ZLWK SURFHHGV IURP WKH VDOH RI WKH RQGV EXW LQVWHDG ZLOO EH ILQDQFHG

E\ WKH HYHORSHU WKURXJK D FRPELQDWLRQ RI HTXLW\ DQG QHZ GHEW

Environmental, Cultural, and Biological V SDUW RI WKH GXH GLOLJHQFH SURFHVV DVVRFLDWHG ZLWK WKH DFTXLVLWLRQ

RI WKH 3URMHFW VLWH RXWVLGH FRQVXOWDQWV ZHUH HPSOR\ HG WR HYDOXDWH HQYLURQPHQWDO FXOWXUDO DQG ELRORJLFDO

LPSHGLPHQWV WR WKH GHYHORSPHQW RI WKH VLWH 6HH 5,6. 7256 QYLURQPHQWDO´ KHUHLQ



Existing Indebtedness 7KHUH LV FXUUHQWO\ D MRLQW FUHGLW IDFLOLW\ UHFRUGHG RQ WKH 3URMHFW EXW WKHUH LV QR

RXWVWDQGLQJ DPRXQW RZHG XQGHU WKLV IDFLOLW\ WKHUH LV RQO\ WKH H[ LVWLQJ OHWWHU RI FUHGLW GUDZQ DJDLQVW LW LQ

FRQQHFWLRQ ZLWK WKH RQGV HLQJ 5HIXQGHG

7KH HYHORSHU LV FXUUHQWO\ LQ WKH SURFHVV RI UHSODFLQJ WKDW MRLQW FUHGLW IDFLOLW\ ZLWK D QHZ MRLQW FUHGLW IDFLOLW\

8QGHU WKH QHZ FUHGLW IDFLOLW\ WKH HYHORSHU ZLOO EH D GHEWRU

7KH HYHORSHU

7KH HYHORSHU LV D HODZDUH OLPLWHG OLDELOLW\ FRPSDQ\ RUJDQL] HG RQ XQH WR GHYHORS WKH 3URMHFW

7KH HYHORSHU VHOOV UHVLGHQFHV RQ LPSURYHG ORWV DQG SURYLGHV DPHQLWLHV IRU WKH KRPHRZQHUV VXFK DV JROI

FRXUVHV FRXQWU\ FOXEV WHQQLV FRXUWV DQG RWKHU UHFUHDWLRQDO IDFLOLWLHV ZLWKLQ WKH DGXOW FRPPXQLW\ Q XO\

WKH HYHORSHU SXUFKDVHG WKH 3URMHFW IURP WKH RULJLQDO GHYHORSHU

7KH HYHORSHU¶V DXGLWHG ILQDQFLDO VWDWHPHQWV IRU WKH ILVFDO HDU HQGHG HFHPEHU DUH LQFOXGHG DV

33( 1',;
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6KRZQ EHORZ LV WKH VRXUFHV DQG XVHV RI IXQGV UHODWHG WR WKH RQGV

6RXUFHV RI XQGV

3DU PRXQW RI RQGV

1HW 2ULJLQDO VVXH 3UHPLXP a)

HYHORSHU RQWULEXWLRQ

HEW 6HUYLFH XQG RQWULEXWLRQ

7RWDO

8VHV RI XQGV

7UDQVIHU WR 6HULHV 7UXVWHH

RVWV RI VVXDQFH LQFOXGLQJ 8QGHUZULWHU¶V RPSHQVDWLRQ b)

7RWDO

a) Net original issue premium consists of original issue premium on the Bonds, less original issue discount

on the Bonds. 

b) Includes bond insurance premium and compensation and costs of the Underwriter with respect to the

Bonds. 



5,6. 7256

7+,6 6(& 7,21 6( 76 257+ 5,() 6800$5< 2) 620( 2) 7+( 35,1&,3$/ 5,6.
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VVHVVHG 9DOXDWLRQ RI 3URSHUW\

QIRUPDWLRQ LV SURYLGHG KHUHLQ ZLWK UHVSHFW WR WKH DVVHVVHG YDOXDWLRQ RI WKH LVWULFW DQG 6HH 7DEOH

1HW VVHVVHG 3URSHUW\ 9DOXH IRU 6HFRQGDU\ 7D[ 3XUSRVHV E\ 3URSHUW\ ODVVLILFDWLRQ W LV DQWLFLSDWHG WKDW

WKH DVVHVVHG YDOXDWLRQ RI WKH LVWULFW ZLOO LQFUHDVH DV WKH GHYHORSPHQW RI WKH 3URMHFW FRQWLQXHV RZHYHU OHVV

WKDQ H[ SHFWHG LQFUHDVHV LQ IXWXUH DVVHVVHG YDOXDWLRQ RU GHFUHDVHV LQ WKH IXWXUH DVVHVVHG YDOXDWLRQ RI WKH LVWULFW

PD\ UHGXFH WKH ZLOOLQJQHVV RI ODQGRZQHUV WR SD\ WKH DG YDORUHP SURSHUW\ WD[ HV VHFXULQJ WKH RQGV RU

DGYHUVHO\ DIIHFW WKH LQWHUHVW RI SRWHQWLDO EX\ HUV RI VXFK SURSHUW\ DW DQ\ IRUHFORVXUH VDOH IRU SXUSRVHV RI SD\ LQJ

VXFK WD[ HV 6HH 6(& 85,7< 25 1' 6285&(6 2) 3$<0(17 2) 7+( 21' 6 G 9DORUHP

3URSHUW\ 7D[ DWLRQ LQ WKH LVWULFW

RQFHQWUDWLRQ RI 2ZQHUVKLS 6XEVHTXHQW 7UDQVIHU

7KHUH FDQ EH QR DVVXUDQFH WKDW WKH HYHORSHU KDV WKH ILQDQFLDO FDSDELOLW\ WR FRPSOHWH GHYHORSPHQW ZLWKLQ WKH

3URMHFW HFDXVH WKHUH FDQ EH QR DVVXUDQFH WKDW WKH PHPEHUV RI WKH OLPLWHG OLDELOLW\ FRPSDQ\ WKDW IRUP WKH

HYHORSHU ZLOO SURYLGH DGGLWLRQDO IXQGV WR WKH HYHORSHU QRU WKDW EDQN ORDQV ZLOO EH DYDLODEOH WR WKH

HYHORSHU VXIILFLHQW WR SD\ DOO FRVWV DWWULEXWDEOH WR WKH 3URMHFW WKH HYHORSHU PD\ KDYH WR GHSHQG RQ UHYHQXHV

IURP VDOHV RI ORWV DQG SDUFHOV WR JHQHUDWH FDVK IORZ DQG RWKHUZLVH PDNH IXQGV DYDLODEOH WR SD\ DOO FRVWV

DVVRFLDWHG ZLWK WKH RZQHUVKLS RSHUDWLRQ DQG GHYHORSPHQW RI WKH 3URMHFW I WKH HYHORSHU KDV WR GHSHQG RQ

VDOHV RI ORWV DQG SDUFHOV WR JHQHUDWH FDVK IORZ WKHUH FDQ EH QR DVVXUDQFH WKDW VXIILFLHQW IXQGV ZLOO EH DYDLODEOH

WR WKH HYHORSHU WR SD\ DOO RI LWV REOLJDWLRQV DQG OLDELOLWLHV LQFOXGLQJ ZLWKRXW OLPLWDWLRQ SURSHUW\ WD[ HV

LQFOXGLQJ WKRVH UHODWLQJ WR SURSHUW\ WKHQ RZQHG E\ WKH HYHORSHU WR EH DSSOLHG WR SD\ WKH RQGV DV VXFK

REOLJDWLRQV DQG OLDELOLWLHV EHFRPH GXH DQG SD\ DEOH

6HH 7$%/( ZLWK UHJDUG WR WKH FRQFHQWUDWLRQ RI RZQHUVKLS RI SURSHUW\ LQ DQG REOLJDWLRQ IRU SD\ PHQW RI

SURSHUW\ WD[ HV RI WKH LVWULFW LQ FHUWDLQ HQWLWLHV

Q DGGLWLRQ WKH HYHORSHU PD\ WUDQVIHU RZQHUVKLS RI SDUFHOV RU SRUWLRQV WKHUHRI GHVLJQDWHG IRU UHVLGHQWLDO

GHYHORSPHQW ZLWKLQ WKH LVWULFW WR KRPHEXLOGHUV SULRU WR FRPSOHWLRQ RI GHYHORSPHQW WKHUHLQ 7KHUH DUH QR

UHVWULFWLRQV RQ WKH DELOLW\ RI WKH HYHORSHU WR VHOO SDUFHOV RU SRUWLRQV WKHUHRI 7KHUH FDQ EH QR DVVXUDQFH WKDW

DQ\ EXLOGHU ZLOO XOWLPDWHO\ DFTXLUH DQG GHYHORS DOO RI WKH ORWV QRU DQ\ DVVXUDQFH WKDW DQ\ EXLOGHU ZLOO EH DEOH

WR REWDLQ WKH SURMHFWHG VDOHV SULFHV IRU DQ\ KRXVHV WR EH FRQVWUXFWHG RQ WKH ORWV

DLOXUH RU QDELOLW\ WR RPSOHWH 3URSRVHG 3URMHFW

7KH FRQWLQXLQJ GHYHORSPHQW DQG VXFFHVVIXO FRPSOHWLRQ RI WKH 3URMHFW E\ WKH HYHORSHU LV FRQWLQJHQW XSRQ

FRQVWUXFWLRQ RU DFTXLVLWLRQ RI PDMRU SXEOLF LPSURYHPHQWV VXFK DV DUWHULDO VWUHHWV ZDWHU GLVWULEXWLRQ IDFLOLWLHV

VHZDJH FROOHFWLRQ DQG WUDQVPLVVLRQ IDFLOLWLHV GUDLQDJH IDFLOLWLHV WHOHSKRQH DQG HOHFWULFDO IDFLOLWLHV UHFUHDWLRQDO

IDFLOLWLHV DQG VWUHHW OLJKWLQJ DV ZHOO DV ORFDO LQ WUDFW LPSURYHPHQWV LQFOXGLQJ VLWH JUDGLQJ I WKH HYHORSHU LV

XQDEOH WR FRPSOHWH WKHVH DGGLWLRQDO LPSURYHPHQWV WKH DELOLW\ RI WKH HYHORSHU WR VHOO ODQG ZRXOG EH DIIHFWHG

DGYHUVHO\



7KHUH DUH QR DVVXUDQFHV WKH HYHORSHU FDQ REWDLQ WKH QHFHVVDU\ ILQDQFLQJ WR SD\ IRU WKH UHTXLUHG GHYHORSPHQW

FRVWV DVK JHQHUDWHG IURP WKH VDOH RI ODQG ZLWKLQ WKH LVWULFW E\ WKH HYHORSHU LV H[ SHFWHG WR IXQG D

VXEVWDQWLDO SRUWLRQ RI WKH FRVWV RI WKH GHYHORSPHQW 7KH FRVW RI WKHVH DGGLWLRQDO LPSURYHPHQWV SOXV WKH SXEOLF

DQG SULYDWH LQ WUDFW RQ VLWH DQG RII VLWH LPSURYHPHQWV PD\ LQFUHDVH WKH SXEOLF DQG SULYDWH GHEW IRU ZKLFK WKH

ODQG ZLWKLQ WKH LVWULFW LV VHFXULW\ 7KH EXUGHQ RI DGGLWLRQDO GHEW ZRXOG EH SODFHG RQ WKH ODQG ZLWKLQ WKH

LVWULFW WR FRPSOHWH WKH QHFHVVDU\ LPSURYHPHQWV 6HH LUHFW DQG 2YHUODSSLQJ QGHEWHGQHVV´ EHORZ

LUHFW DQG 2YHUODSSLQJ QGHEWHGQHVV

7KH DELOLW\ RI DQ RZQHU RI ODQG ZLWKLQ WKH LVWULFW WR SD\ LWV DG YDORUHP WD[ HV FRXOG EH DIIHFWHG E\ WKH

H[ LVWHQFH RI RWKHU WD[ HV DQG DVVHVVPHQWV LPSRVHG XSRQ WKH SURSHUW\ LQFOXGLQJ VSHFLDO DVVHVVPHQW ERQGV 7KH

LVWULFW DQG RWKHU SROLWLFDO VXEGLYLVLRQV ZKRVH ERXQGDULHV RYHUODS WKRVH RI WKH LVWULFW FRXOG ZLWKRXW WKH

FRQVHQW RI WKH LVWULFW DQG LQ FHUWDLQ FDVHV ZLWKRXW WKH FRQVHQW RI WKH RZQHUV RI WKH ODQG ZLWKLQ WKH LVWULFW

LPSRVH DGGLWLRQDO DG YDORUHP WD[ HV RU DVVHVVPHQW OLHQV RQ WKH SURSHUW\ ZLWKLQ WKH LVWULFW LQ RUGHU WR ILQDQFH

SXEOLF LPSURYHPHQWV WR EH ORFDWHG LQVLGH RU RXWVLGH RI WKH LVWULFW 7KH H[ LVWLQJ SXEOLF GHEW UHODWLQJ WR WKH

LVWULFW LV VHW IRUWK LQ 29(5/$ 33,1* 7,21$/ 1' 7,21$/ 29(5/$ 33,1*

1'(%7(' 1(66 7KH OLHQ FUHDWHG RQ WKH SURSHUW\ ZLWKLQ WKH LVWULFW WKURXJK WKH OHY\ RI DG YDORUHP WD[ HV

ZRXOG EH RQ D SDULW\ ZLWK WKDW IRU WKH DG YDORUHP WD[ HV VHFXULQJ WKH RQGV 7KH LPSRVLWLRQ RI DGGLWLRQDO

SDULW\ OLHQV MXQLRU OLHQV LQ WKH FDVH RI VSHFLDO DVVHVVPHQWV RU HYHQ SULYDWH ILQDQFLQJ PD\ UHGXFH WKH DELOLW\ RU

ZLOOLQJQHVV RI WKH RZQHUV RI ODQG ZLWKLQ WKH LVWULFW WR SD\ WKH DG YDORUHP SURSHUW\ WD[ HV VHFXULQJ WKH RQGV

Q WKDW HYHQW WKHUH FRXOG EH D GHIDXOW LQ WKH SD\ PHQW RI WKH RQGV

URP WLPH WR WLPH WKHUH DUH OHJLVODWLYH SURSRVDOV LQ WKH UL] RQD HJLVODWXUH WKDW LI HQDFWHG FRXOG DOWHU WKH

EDVLV RQ ZKLFK DG YDORUHP WD[ HV LQFOXGLQJ WKRVH WKDW VHFXUH WKH RQGV DUH DVVHVVHG OHYLHG DQG FROOHFWHG DQG

ZKLFK FRXOG DIIHFW DPRQJ RWKHU WKLQJV WKH GLVWULEXWLRQ RI WKH DPRXQW RI WD[ HV YDULRXV FODVVLILFDWLRQV RI

SURSHUW\ PD\ EH REOLJDWHG WR SD\ W FDQQRW EH SUHGLFWHG ZKHWKHU RU LQ ZKDW IRUP DQ\ VXFK SURSRVDO PLJKW EH

HQDFWHG RU ZKHWKHU LI HQDFWHG LW ZRXOG DIIHFW WKH RQGV RU RWKHU REOLJDWLRQV LVVXHG SULRU WR HQDFWPHQW

DQNUXSWF\ DQG RUHFORVXUH HOD\ V

7KH SD\ PHQW RI WKH DG YDORUHP WD[ HV VHFXULQJ WKH RQGV DQG WKH DELOLW\ RI WKH LVWULFW WR IRUHFORVH WKH OLHQ RI

GHOLQTXHQW XQSDLG DG YDORUHP WD[ HV PD\ EH OLPLWHG E\ EDQNUXSWF\ LQVROYHQF\ RU RWKHU ODZV JHQHUDOO\

DIIHFWLQJ FUHGLWRUV¶ ULJKWV RU E\ WKH ODZV RI WKH 6WDWH UHODWLQJ WR MXGLFLDO IRUHFORVXUH OWKRXJK EDQNUXSWF\

SURFHHGLQJV ZRXOG QRW H[ WLQJXLVK WKH DG YDORUHP WD[ HV VHFXULQJ WKH RQGV EDQNUXSWF\ RI D SURSHUW\ RZQHU

FRXOG UHVXOW LQ D GHOD\ LQ WKH IRUHFORVXUH SURFHHGLQJV 6XFK GHOD\ ZRXOG LQFUHDVH WKH OLNHOLKRRG RI D GHOD\ RU

GHIDXOW LQ SD\ PHQW RI WKH RQGV ZKHQ GXH 6HH 6(& 85,7< 1' 6285&(6 2) 3$< 0(17 25 7+(

21' 6 Ad Valorem 7D[ DWLRQ 3URFHVV ZLWKLQ WKH LVWULFW

W VKRXOG EH QRWHG WKDW LQ WKH HYHQW RI D EDQNUXSWF\ RI D WD[ SD\ HU SXUVXDQW WR WKH 8QLWHG 6WDWHV DQNUXSWF\

RGH WKH DQNUXSWF\ RGH´ WKH ODZ LV FXUUHQWO\ XQVHWWOHG DV WR ZKHWKHU D OLHQ FDQ EH DWWDFKHG DJDLQVW WKH

WD[ SD\ HU¶V SURSHUW\ IRU SURSHUW\ WD[ HV OHYLHG GXULQJ WKH SHQGHQF\ RI WKH EDQNUXSWF\ SURFHHGLQJV 6XFK WD[ HV

PLJKW FRQVWLWXWH DQ XQVHFXUHG DQG SRVVLEOH QRQ LQWHUHVW EHDULQJ DGPLQLVWUDWLYH H[ SHQVH SD\ DEOH RQO\ WR WKH

H[ WHQW WKDW WKH VHFXUHG FUHGLWRUV RI D WD[ SD\ HU DUH RYHU VHFXUHG DQG WKHQ SRVVLEO\ RQO\ RQ D SUR UDWD EDVLV ZLWK

RWKHU DOORZHG DGPLQLVWUDWLYH FODLPV W FDQQRW EH GHWHUPLQHG WKHUHIRUH ZKDW DGYHUVH LPSDFW WKH EDQNUXSWF\ RI

D SURSHUW\ RZQHU PLJKW KDYH RQ WKH DELOLW\ RI WKH LVWULFW WR FROOHFW DG YDORUHP WD[ HV OHYLHG RQ WKDW SURSHUW\

EHIRUH RU GXULQJ WKH EDQNUXSWF\ SURFHHGLQJV 3URFHHGV WR SD\ VXFK WD[ HV FRPH RQO\ IURP WKH WD[ SD\ HU RU IURP

D VDOH RI WKH WD[ OLHQ RQ WKH SURSHUW\

KHQ D GHEWRU ILOHV RU LV IRUFHG LQWR EDQNUXSWF\ DQ\ DFW WR REWDLQ SRVVHVVLRQ RI WKH GHEWRU¶V HVWDWH DQ\ DFW WR

FUHDWH RU SHUIHFW DQ\ OLHQ DJDLQVW WKH SURSHUW\ RI WKH GHEWRU RU DQ\ DFW WR FROOHFW DVVHVV RU UHFRYHU DQ\ FODLP

DJDLQVW WKH GHEWRU RU LWV HVWDWH WKDW DURVH EHIRUH WKH FRPPHQFHPHQW RI WKH EDQNUXSWF\ LV DXWRPDWLFDOO\ VWD\ HG

SXUVXDQW WR WKH DQNUXSWF\ RGH KLOH WKH VWD\ PD\ QRW SUHYHQW WKH VDOH RI WD[ OLHQV DJDLQVW WKH UHDO SURSHUW\



RI D EDQNUXSW WD[ SD\ HU WKH MXGLFLDO RU DGPLQLVWUDWLYH IRUHFORVXUH RI D WD[ OLHQ DJDLQVW WKH UHDO SURSHUW\ RI D

GHEWRU LQ EDQNUXSWF\ ZRXOG EH VXEMHFW WR WKH VWD\ RI EDQNUXSWF\ FRXUW XUWKHUPRUH WD[ VDOH LQYHVWRUV´ PD\

EH UHOXFWDQW WR SXUFKDVH WD[ OLHQV XQGHU VXFK FLUFXPVWDQFHV DQG WKHUHIRUH WKH WLPHOLQHVV RI SRVW EDQNUXSWF\

SHWLWLRQ WD[ FROOHFWLRQV EHFRPH XQFHUWDLQ

Q WKH HYHQW WKH LVWULFW LV H[ SUHVVO\ HQMRLQHG RU SURKLELWHG E\ ODZ IURP FROOHFWLQJ WD[ HV GXH IURP DQ\

WD[ SD\ HU VXFK DV PD\ UHVXOW IURP WKH EDQNUXSWF\ RI D WD[ SD\ HU DQ\ UHVXOWLQJ GHILFLHQF\ FRXOG EH FROOHFWHG LQ

VXEVHTXHQW WD[ HDUV E\ DGMXVWLQJ WKH LVWULFW¶ V WD[ UDWH FKDUJHG WR QRQ EDQNUXSW WD[ SD\ HUV GXULQJ VXFK

VXEVHTXHQW HDUV

W FDQQRW EH GHWHUPLQHG ZKDW LPSDFW DQ\ GHWHULRUDWLRQ RI WKH ILQDQFLDO FRQGLWLRQ RI DQ\ WD[ SD\ HU ZKHWKHU RU

QRW SURWHFWLRQ XQGHU WKH DQNUXSWF\ RGH LV VRXJKW PD\ KDYH RQ SD\ PHQW RI RU WKH VHFRQGDU\ PDUNHW IRU WKH

RQGV 1RQH RI WKH LVWULFW WKH LQDQFLDO GYLVRU WKH 8QGHUZULWHU RU WKHLU UHVSHFWLYH DJHQWV RU FRQVXOWDQWV

KDYH XQGHUWDNHQ DQ\ LQGHSHQGHQW LQYHVWLJDWLRQ RI WKH RSHUDWLRQV DQG ILQDQFLDO FRQGLWLRQ RI DQ\ RI WKH SURSHUW\

RZQHUV LQ WKH LVWULFW QRU KDYH WKH\ DVVXPHG UHVSRQVLELOLW\ IRU WKH VDPH

Q DGGLWLRQ WKH YDULRXV OHJDO RSLQLRQV WR EH GHOLYHUHG FRQFXUUHQWO\ ZLWK WKH GHOLYHU\ RI WKH RQGV LQFOXGLQJ

RQG RXQVHO¶V DSSURYLQJ OHJDO RSLQLRQ ZLOO EH TXDOLILHG DV WR WKH HQIRUFHDELOLW\ RI WKH YDULRXV OHJDO

LQVWUXPHQWV E\ EDQNUXSWF\ UHRUJDQL] DWLRQ LQVROYHQF\ RU RWKHU VLPLODU ODZV DIIHFWLQJ WKH ULJKWV RI FUHGLWRUV

JHQHUDOO\

3URMHFWLRQV

QFOXGHG LQ WKLV 2IILFLDO 6WDWHPHQW DUH YDULRXV SURMHFWLRQV IRU ORW VDOHV ORW FORVLQJV FRPSOHWLRQ GDWHV

FRPSOHWLRQ FRVWV DQG RWKHU LWHPV 7KH SURMHFWLRQV IRU ORW VDOHV ORW FORVLQJV FRPSOHWLRQ GDWHV FRPSOHWLRQ

FRVWV DQG RWKHU LWHPV DUH EDVHG RQ DVVXPSWLRQV FRQFHUQLQJ IXWXUH HYHQWV DQG VKRXOG EH YLHZHG ZLWK DQ

DEXQGDQFH RI FDXWLRQ LUFXPVWDQFHV WKDW PD\ QRW HW EH DVFHUWDLQDEOH ZKLFK DUH EHOLHYHG WR EH VLJQLILFDQW

DQG ZKLFK DUH QRW ZLWKLQ WKH FRQWURO RI WKH LVWULFW RU WKH HYHORSHU PD\ DOVR H[ LVW 7KHUH DUH XVXDOO\

GLIIHUHQFHV EHWZHHQ SURMHFWLRQV IRU ORW VDOHV ORW FORVLQJV FRPSOHWLRQ GDWHV FRPSOHWLRQ FRVWV DQG RWKHU LWHPV

DQG DFWXDO ORW VDOHV ORW FORVLQJV FRPSOHWLRQ GDWHV FRPSOHWLRQ FRVWV DQG RWKHU LWHPV EHFDXVH WKH ORW VDOHV ORW

FORVLQJV FRPSOHWLRQ GDWHV FRPSOHWLRQ FRVWV DQG RWKHU LWHPV IUHTXHQWO\ GR QRW RFFXU DV H[ SHFWHG DQG WKRVH

GLIIHUHQFHV PD\ EH PDWHULDO 7KHUH FDQ EH QR DVVXUDQFHV WKDW WKH YDULRXV SURMHFWLRQV VHW IRUWK LQ WKLV 2IILFLDO

6WDWHPHQW FDQ EH DFKLHYHG

RUZDUG RRNLQJ 6WDWHPHQWV

7KLV 2IILFLDO 6WDWHPHQW FRQWDLQV FHUWDLQ IRUZDUG ORRNLQJ´ VWDWHPHQWV WKDW DUH IRUZDUG ORRNLQJ´ VWDWHPHQWV

ZLWKLQ WKH PHDQLQJ RI 6HFWLRQ RI WKH 6HFXULWLHV FW RI DQG 6HFWLRQ RI WKH 6HFXULWLHV FKDQJH

FW RI 7KHVH IRUZDUG ORRNLQJ VWDWHPHQWV VKRXOG EH FRQVLGHUHG LQ OLJKW RI WKH LQIRUPDWLRQ SURYLGHG

XQGHU WKLV VHFWLRQ DQG LQ WKH RWKHU SRUWLRQV RI WKLV 2IILFLDO 6WDWHPHQW OWKRXJK LW LV EHOLHYHG WKDW WKH IRUZDUG

ORRNLQJ VWDWHPHQWV DUH UHDVRQDEOH WKH\ FRXOG SURYH WR EH LQDFFXUDWH

7KH 8QGHUZULWHU PDNHV QR UHSUHVHQWDWLRQ DV WR WKH DFFXUDF\ RI WKH SURMHFWLRQV FRQWDLQHG KHUHLQ QRU DV WR WKH

DVVXPSWLRQV RQ ZKLFK WKH SURMHFWLRQV DUH EDVHG

7KH RQGV ZLOO EH VHFXUHG VROHO\ E\ DG YDORUHP SURSHUW\ WD[ HV JHQHUDWHG ZLWKLQ WKH LVWULFW DPRXQWV

DYDLODEOH SXUVXDQW WR WKH 6WDQGE\ RQWULEXWLRQ JUHHPHQW DQG WKH HSRVLWRU\ JUHHPHQW Q\ RQH

FRQVLGHULQJ LQYHVWLQJ LQ WKH RQGV VKRXOG FDUHIXOO\ H[ DPLQH WKLV 2IILFLDO 6WDWHPHQW LQFOXGLQJ WKH SSHQGLFHV

KHUHWR



YDLODELOLW\ RI 6WDQGE\ RQWULEXWLRQ JUHHPHQW PRXQWV

I DPRXQWV WR EH DYDLODEOH SXUVXDQW WR WKH 6WDQGE\ RQWULEXWLRQ JUHHPHQW DUH QRW DYDLODEOH IRU DQ\ UHDVRQ

LQFOXGLQJ ILQDQFLDO GLIILFXOWLHV RU EDQNUXSWF\ RI WKH HYHORSHU WKH RQGV ZLOO EH SD\ DEOH RQO\ IURP LVWULFW

DG YDORUHP SURSHUW\ WD[ HV UHVXOWLQJ LQ LQFUHDVHG LVWULFW WD[ UDWHV DQG LQFUHDVHG UHOLDQFH XSRQ LVWULFW WD[

UHYHQXHV FROOHFWHG ZLWKLQ WKH LVWULFW WR SD\ HEW 6HUYLFH

7KH LVWULFW¶ V DELOLW\ WR UHWLUH WKH LQGHEWHGQHVV HYLGHQFHG E\ WKH RQGV VROHO\ IURP DG YDORUHP SURSHUW\ WD[ HV

LV GHSHQGHQW XSRQ WKH GHYHORSPHQW DQG PDLQWHQDQFH RI DQ DGHTXDWH WD[ EDVH IURP ZKLFK WKH LVWULFW PD\

FROOHFW UHYHQXHV 7KH LVWULFW¶V DELOLW\ WR DFKLHYH D WD[ EDVH DGHTXDWH WR JHQHUDWH DG YDORUHP SURSHUW\ WD[

UHYHQXHV IRU WLPHO\ SD\ PHQW RI WKH RQGV ZLOO GHSHQG XSRQ WKH FRQWLQXHG DQG VXFFHVVIXO GHYHORSPHQW RI WKH

3URMHFW 7KH LVWULFW IDFHV VRPH FRPSHWLWLRQ IURP RWKHU UHVLGHQWLDO GHYHORSPHQWV LQ VXUURXQGLQJ DUHDV ZLWKLQ

WKH 7RZQ 6XFK FRPSHWLWLRQ PD\ DGYHUVHO\ DIIHFW WKH UDWH RI GHYHORSPHQW ZLWKLQ WKH LVWULFW 0DQ\

XQSUHGLFWDEOH IDFWRUV FRXOG LQIOXHQFH WKH DFWXDO UDWH RI FRQVWUXFWLRQ ZLWKLQ WKH LVWULFW LQFOXGLQJ WKH

SUHYDLOLQJ LQWHUHVW UDWHV DYDLODELOLW\ RI IXQGV PDUNHW DQG HFRQRPLF FRQGLWLRQV JHQHUDOO\ VXSSO\ RI KRXVLQJ LQ

WKH JUHDWHU 7XFVRQ PHWURSROLWDQ DUHD FRQVWUXFWLRQ FRVWV ODERU FRQGLWLRQV DFFHVV WR EXLOGLQJ VXSSOLHV

DYDLODELOLW\ RI ZDWHU DQG ZDWHU WDSV DYDLODELOLW\ DQG FRVWV RI IXHO DQG WUDQVSRUWDWLRQ FRVWV DPRQJ RWKHU WKLQJV

YDLODELOLW\ RI DWHU

7KH HYHORSHU¶V DELOLW\ WR GHYHORS WKH 3URMHFW DQG WR VXEGLYLGH WKH UHDO SURSHUW\ FRQVWLWXWLQJ WKH LVWULFW DQG

LV GHSHQGHQW XSRQ WKH 3URMHFW KDYLQJ D HDU DVVXUHG ZDWHU VXSSO\ DV GHWHUPLQHG E\ WKH UL] RQD

HSDUWPHQW RI DWHU 5HVRXUFHV 5´ DQG DSSOLFDEOH ODZ 7KH HYHORSHU KDV D FHUWLILFDWH RI DVVXUHG

ZDWHU VXSSO\ 6´ IURP 5 IRU WKH 3URMHFW GHPRQVWUDWLQJ WKDW WKH 3URMHFW KDV D HDU ZDWHU

VXSSO\ EDVHG RQ DYDLODEOH JURXQG ZDWHU 5 PD\ UHYLHZ D 6 DW DQ\ WLPH DQG PD\ PRGLI\ LW IRU JRRG

FDXVH RU UHYRNH LW LI 5 GHWHUPLQHV DIWHU QRWLFH DQG RSSRUWXQLW\ IRU KHDULQJ WKDW DQ DVVXUHG ZDWHU VXSSO\

QR ORQJHU H[ LVWV Q DGGLWLRQ LW LV WKH FXUUHQW SROLF\ RI 5 WKDW D 6 LV YDOLG IRU WKH SURMHFW DV LQLWLDOO\

FHUWLILFDWHG DQG WKDW D 6 LV QRW YDOLG IRU D SURMHFW LI WKHUH KDYH EHHQ PDWHULDO FKDQJHV WR WKH SURMHFW

UXOH D 6 EHFRPHV LUUHYRFDEOH XSRQ WKH VDOH RI RQH ORW ZLWKLQ WKH VXEGLYLVLRQ IRU ZKLFK WKH 6 ZDV

LVVXHG UL] GPLQ RGH 5 QXPEHU RI ORWV ZLWKLQ WKH DUHD VXEMHFW WR WKH 6 KDYH EHHQ

VROG SUHYLRXVO\ 7KH HYHORSHU GRHV QRW EHOLHYH WKDW D UHYRFDWLRQ RI WKH 3URMHFW¶V 6 LV OLNHO\ I WKH

6 IRU WKH 3URMHFW ZHUH UHYRNHG WKH VDOH RI VXEGLYLGHG ODQG ZLWKLQ WKH 3URMHFW ZRXOG EH KDOWHG XQWLO WKH

VLWXDWLRQ FRXOG EH UHVROYHG DQG D QHZ 6 LVVXHG IRU WKH 3URMHFW

7D[ 5LVNV

V GLVFXVVHG XQGHU 7$; 0$77( 56´ EHORZ LQWHUHVW RQ WKH RQGV FRXOG EHFRPH LQFOXGDEOH LQ JURVV LQFRPH

RI WKH RZQHUV WKHUHRI IRU SXUSRVHV RI IHGHUDO LQFRPH WD[ DWLRQ UHWURDFWLYH WR WKH GDWH WKH RQGV ZHUH LVVXHG LI

WKH LVWULFW DFWV RU IDLOV WR DFW LQ D PDQQHU ZKLFK YLRODWHV LWV FRYHQDQWV LQ WKH RQG 5HVROXWLRQ DQG WKH

QGHQWXUH Q WKDW HYHQW WKH RQGV DUH QRW VXEMHFW WR VSHFLDO UHGHPSWLRQ DQG ZLOO UHPDLQ RXWVWDQGLQJ RQ D

WD[ DEOH EDVLV XQWLO PDWXULW\ RU XQWLO UHGHHPHG LQ DFFRUGDQFH ZLWK WKH UHGHPSWLRQ SURYLVLRQV FRQWDLQHG LQ WKH

RQG 5HVROXWLRQ

PHQGPHQW RI RFXPHQWV 5HIHUHQFHG

7KH UHSRUWV LQVSHFWLRQV DQG RWKHU GRFXPHQWV GHVFULEHG LQ WKLV 2IILFLDO 6WDWHPHQW PD\ EH PRGLILHG XSGDWHG RU

DPHQGHG DV QHZ UHSRUWV DQG RU LQVSHFWLRQV PD\ EH REWDLQHG DQG VXFK PRGLILFDWLRQV PD\ PDWHULDOO\ DQG

DGYHUVHO\ DIIHFW WKH GHYHORSPHQW RI WKH SURSHUW\ H J XSGDWLQJ RI HQYLURQPHQWDO UHSRUWV

7KH GHYHORSPHQW RI WKH SURSHUW\ ZLWKLQ WKH LVWULFW LV LQ EHLQJ SXUVXHG LQ SKDVHV LUFXPVWDQFHV FRXOG FKDQJH

DV WKH GHYHORSPHQW SURFHVV FRQWLQXHV DQG RWKHU LVVXHV DUH UDLVHG RU QHZ GHYHORSHUV RU RZQHUV EHFRPH

LQYROYHG FFRUGLQJO\ WKH HYHORSHU DQWLFLSDWHV WKDW WKHUH PD\ EH VLJQLILFDQW FKDQJHV WR WKH DJUHHPHQWV DQG



FRQWUDFWV VXPPDUL] HG LQ WKLV 2IILFLDO 6WDWHPHQW WR DGGUHVV DQ\ VXFK LVVXHV HFDXVH WKH H[ LVWLQJ FRQWUDFWV DQG

DJUHHPHQWV DUH VXEMHFW WR FKDQJH WKH VXPPDULHV RI DQ\ FRQWUDFWV RU DJUHHPHQWV FRQWDLQHG KHUHLQDERYH PD\

QRW DFFXUDWHO\ UHIOHFW WKH IXWXUH FRQGLWLRQV UHODWLQJ WR WKH GHYHORSPHQW RI WKH LVWULFW KRZHYHU WKH HYHORSHU

GRHV QRW SUHVHQWO\ DQWLFLSDWH WKDW DQ\ PRGLILFDWLRQV RI WKH FXUUHQW FRQWUDFWV RU DJUHHPHQWV ZRXOG PDWHULDOO\

DIIHFW WKH UHSD\ PHQW RI WKH RQGV

QYLURQPHQWDO 0DWWHUV

7KH 3URMHFW LV VXEMHFW WR HQYLURQPHQWDO UHTXLUHPHQWV LQFOXGLQJ EXW QRW OLPLWHG WR WKH SRWHQWLDO REOLJDWLRQ WR WDNH

UHPHGLDO DFWLRQ WR DGGUHVV VRLO RU ZDWHU FRQWDPLQDWLRQ XQGHU IHGHUDO RU VWDWH ODZV DQG WKH QHHG WR REWDLQ

HQYLURQPHQWDO SHUPLWV XQGHU YDULRXV IHGHUDO DQG VWDWH ODZV 3ULRU WR DFTXLULQJ WKH 3URMHFW WKH HYHORSHU FRQGXFWHG

HQYLURQPHQWDO GXH GLOLJHQFH DQG LGHQWLILHG DUHDV RI VRLO FRQWDPLQDWLRQ ZKLFK ZHUH DGGUHVVHG DQG GR QRW LQ WKH

RSLQLRQ RI WKH HYHORSHU¶V FRQVXOWDQWV UHTXLUH DGGLWLRQDO UHPHGLDO DFWLRQ Q DGGLWLRQ SRUWLRQV RI WKH 3URMHFW ZHUH

SUHYLRXVO\ XVHG IRU DJULFXOWXUDO SXUSRVHV DQG DV ZLWK DQ\ VXFK DUHDV PD\ FRQWDLQ UHVLGXDO OHYHOV RI SHVWLFLGHV RU

KHUELFLGHV

7KH 3URMHFW LV ORFDWHG ZLWKLQ WKH UDQJH RI WKH FDFWXV IHUUXJLQRXV S\ JP\ RZO D VSHFLHV IRUPHUO\ SURWHFWHG XQGHU WKH

IHGHUDO QGDQJHUHG 6SHFLHV FW 6$´ W WKH WLPH WKH VSHFLHV ZDV OLVWHG VXUYH\ V ZHUH FRQGXFWHG DQG QR

S\ JP\ RZOV ZHUH GHWHFWHG QYLURQPHQWDO JURXSV KDYH VXHG WKH 8 6 LVK LOGOLIH 6HUYLFH VHHNLQJ WR UH OLVW WKH

VSHFLHV W LV SRVVLEOH WKDW LI WKH S\ JP\ RZO LV UH OLVWHG DQG D S\ JP\ RZO LV GLVFRYHUHG RQ WKH 3URMHFW LQ WKH IXWXUH

WKDW GHYHORSPHQW RI WKH 3URMHFW FRXOG EH PDWHULDOO\ DIIHFWHG E\ UHTXLULQJ HLWKHU DYRLGDQFH RI S\ JP\ RZO KDELWDW RQ

WKH 3URMHFW RU PLWLJDWLRQ WKURXJK SXUFKDVH RI RIIVLWH KDELWDW 3HUPLWWLQJ UHTXLUHPHQWV FRXOG UHVXOW LQ D GHOD\ RI

KRXVLQJ VDOHV RU UHGXFWLRQ LQ GHQVLW\ RU DUHD RI GHYHORSPHQW WKDW FRXOG PDWHULDOO\ DIIHFW WKH 3URMHFW

6XUYH\ V KDYH EHHQ FRQGXFWHG IRU WKH 3LPD SLQHDSSOH FDFWXV 33&´ DQG KDYH GLVFRYHUHG 33& SUHVHQW RQ WKH

3URMHFW 33& LV OLVWHG DV HQGDQJHUHG XQGHU WKH 6$ HG 5HJ 6HSW DQG LV DOVR

SURWHFWHG XQGHU WKH UL] RQD 1DWLYH 3ODQW FW 5 6 HW VHT QRZQ SODQWV KDYH EHHQ UHSODQWHG DZD\ IURP

GHYHORSPHQW DUHDV LQ DFFRUGDQFH ZLWK WKH UHTXLUHPHQWV RI WKH UL] RQD 1DWLYH 3ODQW FW 5 6 HW VHT Q

WKH DEVHQFH RI IHGHUDO SHUPLWV WKHUH DUH QR DGGLWLRQDO 6$ UHTXLUHPHQWV DSSOLFDEOH I IHGHUDO SHUPLWV DUH UHTXLUHG

LQ WKH IXWXUH IRU GHYHORSPHQW RI WKH 3URMHFW GHYHORSPHQW RI WKH 3URMHFW FRXOG EH PDWHULDOO\ DIIHFWHG E\ UHTXLULQJ

HLWKHU DYRLGDQFH RI NQRZQ 33& SODQWV RU PLWLJDWLRQ WKURXJK UHSODQWLQJ RU SXUFKDVH RI RIIVLWH 33& KDELWDW

3HUPLWWLQJ UHTXLUHPHQWV FRXOG DOVR UHVXOW LQ GHOD\ RI KRXVLQJ VDOHV WKDW FRXOG PDWHULDOO\ DIIHFW WKH 3URMHFW

7KH 3URMHFW KDV EHHQ VXUYH\ HG IRU WKH SUHVHQFH RI VLWHV OLVWHG RQ RU HOLJLEOH IRU OLVWLQJ RQ WKH 1DWLRQDO 5HJLVWHU RI

LVWRULF 3ODFHV SXUVXDQW WR WKH UHTXLUHPHQWV RI WKH 1DWLRQDO LVWRULF 3UHVHUYDWLRQ FW 1+3$´ 6XUYH\ V KDYH

LGHQWLILHG QR VLWHV OLVWHG RQ WKH 5HJLVWHU EXW DUFKDHRORJLFDO VLWHV KDYH EHHQ LGHQWLILHG WKDW LQ WKH RSLQLRQ RI WKH

HYHORSHU¶V FRQVXOWDQWV PD\ EH 5HJLVWHU HOLJLEOH 7KH HYHORSHU EHOLHYHV WKHVH VLWHV KDYH EHHQ PDQDJHG LQ

DFFRUGDQFH ZLWK WKH 6WDWH ODZV JRYHUQLQJ KXPDQ UHPDLQV 5 6 Q WKH DEVHQFH RI IHGHUDO SHUPLWV WKHUH

DUH QR DGGLWLRQDO UHTXLUHPHQWV DSSOLFDEOH WR 5HJLVWHU HOLJLEOH VLWHV XQGHU WKH 1+3$ I IHGHUDO SHUPLWV DUH UHTXLUHG

LQ WKH IXWXUH IRU GHYHORSPHQW RI WKH 3URMHFW GHYHORSPHQW RI WKH 3URMHFW FRXOG EH PDWHULDOO\ DIIHFWHG E\ UHTXLULQJ

HLWKHU DYRLGDQFH RI NQRZQ 5HJLVWHU HOLJLEOH VLWHV RU PLWLJDWLRQ RI VXFK VLWHV WKURXJK DUFKDHRORJLFDO H[ FDYDWLRQV DQG

VWXGLHV 3HUPLWWLQJ UHTXLUHPHQWV FRXOG DOVR UHVXOW LQ GHOD\ RI KRXVLQJ VDOHV WKDW FRXOG PDWHULDOO\ DIIHFW WKH 3URMHFW

Q DGGLWLRQ DW VRPH SRLQW LQ WKH IXWXUH D SHUPLW PD\ EH UHTXLUHG XQGHU 6HFWLRQ RI WKH OHDQ DWHU FW IRU

ILOOLQJ RI GUDLQDJH DUHDV FRQVLGHUHG ZDWHUV RI WKH 8QLWHG 6WDWHV 7KH WLPLQJ DQG VXEVWDQWLYH UHTXLUHPHQWV RI WKH

SHUPLW FRXOG PDWHULDOO\ DIIHFW WKH 3URMHFW Q DGGLWLRQ LI D 6HFWLRQ SHUPLW LV UHTXLUHG IURP WKH 8 6 UP\

RUSV RI QJLQHHUV DGGLWLRQDO UHTXLUHPHQWV XQGHU WKH 6$ DQG 1+3$ FRXOG EH WULJJHUHG WKDW PD\ PDWHULDOO\

DIIHFW WKH 3URMHFW



7,*$ 7,21

7KH LVWULFW

W WKH WLPH RI GHOLYHU\ DQG SD\ PHQW IRU WKH RQGV DSSURSULDWH UHSUHVHQWDWLYHV RI WKH LVWULFW ZLOO FHUWLI\ WKDW

WKHUH LV QR DFWLRQ VXLW SURFHHGLQJ LQTXLU\ RU LQYHVWLJDWLRQ DW ODZ RU LQ HTXLW\ EHIRUH RU E\ DQ\ FRXUW

UHJXODWRU\ DJHQF\ SXEOLF ERDUG RU ERG\ SHQGLQJ RU RYHUWO\ WKUHDWHQHG DJDLQVW WKH LVWULFW DIIHFWLQJ WKH

H[ LVWHQFH RI WKH LVWULFW RU WKH WLWOHV RI LWV RIILFHUV WR WKHLU UHVSHFWLYH RIILFHV RU VHHNLQJ WR UHVWUDLQ RU WR HQMRLQ

WKH VDOH RU GHOLYHU\ RI WKH RQGV WKH DSSOLFDWLRQ RI WKH SURFHHGV WKHUHRI LQ DFFRUGDQFH ZLWK WKH QGHQWXUH DQG

WKH RQG 5HVROXWLRQ RU WKH FROOHFWLRQ RU DSSOLFDWLRQ RI DQ\ DG YDORUHP WD[ HV RU RWKHU UHYHQXHV SURYLGLQJ IRU

WKH SD\ PHQW RI WKH RQGV RU LQ DQ\ ZD\ FRQWHVWLQJ RU DIIHFWLQJ WKH YDOLGLW\ RU HQIRUFHDELOLW\ RI WKH RQGV WKH

RQG 5HVROXWLRQ DQ\ DFWLRQ RI WKH LVWULFW FRQWHPSODWHG E\ DQ\ RI WKH VDLG GRFXPHQWV RU WKH FROOHFWLRQ RU

DSSOLFDWLRQ RI WKH UHYHQXHV SURYLGHG IRU WKH SD\ PHQW RI WKH RQGV RU LQ DQ\ ZD\ FRQWHVWLQJ WKH FRPSOHWHQHVV

RU DFFXUDF\ RI WKLV 2IILFLDO 6WDWHPHQW RU DQ\ DPHQGPHQW RU VXSSOHPHQW WKHUHWR RU FRQWHVWLQJ WKH SRZHUV RI

WKH LVWULFW RU LWV DXWKRULW\ ZLWK UHVSHFW WR WKH RQGV RU DQ\ DFWLRQ RI WKH LVWULFW FRQWHPSODWHG E\ DQ\ RI VDLG

GRFXPHQWV

7KH HYHORSHU

W WKH WLPH RI GHOLYHU\ DQG SD\ PHQW IRU WKH RQGV DQ DXWKRUL] HG UHSUHVHQWDWLYH RI WKH HYHORSHU ZLOO FHUWLI\

WKDW QR OLWLJDWLRQ RU DGPLQLVWUDWLYH DFWLRQ RU SURFHHGLQJ LV SHQGLQJ RU WR WKH NQRZOHGJH RI VXFK DXWKRUL] HG

UHSUHVHQWDWLYH WKUHDWHQHG UHVWUDLQLQJ RU HQMRLQLQJ RU VHHNLQJ WR UHVWUDLQ RU HQMRLQ WKH HIIHFWLYHQHVV RI WKH

UHVROXWLRQ DXWKRUL] LQJ WKH HYHORSHU WR H[ HFXWH DQG GHOLYHU WKH GRFXPHQWV H[ HFXWHG E\ LW LQ FRQQHFWLRQ ZLWK

LVVXDQFH RI WKH RQGV RU FRQWHVWLQJ RU TXHVWLRQLQJ WKH SURFHHGLQJV DQG DXWKRULW\ XQGHU ZKLFK VXFK UHVROXWLRQ

RU VXFK GRFXPHQWV KDYH EHHQ DXWKRUL] HG DQG DUH GHOLYHUHG DQG H[ HFXWHG

W WKH WLPH RI GHOLYHU\ DQG SD\ PHQW IRU WKH RQGV DQ DXWKRUL] HG UHSUHVHQWDWLYH RI WKH HYHORSHU DOVR ZLOO

FHUWLI\ WKDW WKHUH DUH QR OHJDO SURFHHGLQJV WR ZKLFK WKH HYHORSHU LV SDUW\ RU WR ZKLFK DQ\ RI LWV SURSHUWLHV DUH

VXEMHFW RWKHU WKDQ URXWLQH OLWLJDWLRQ LQFLGHQW WR LWV EXVLQHVV ZKLFK LV FRYHUHG E\ LQVXUDQFH RU DQ LQGHPQLW\ RU

ZKLFK DUH QRW H[ SHFWHG WR KDYH D PDWHULDO DGYHUVH HIIHFW RQ WKH HYHORSHU W LV SRVVLEOH KRZHYHU WKDW WKH

HYHORSHU FRXOG LQFXU FODLPV IRU ZKLFK LW LV QRW LQVXUHG RU WKDW H[ FHHG WKH DPRXQW RI LWV LQVXUDQFH FRYHUDJH
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HQHUDO

7KH QWHUQDO 5HYHQXH RGH RI DV DPHQGHG WKH RGH´ LQFOXGHV UHTXLUHPHQWV ZKLFK WKH LVWULFW PXVW

FRQWLQXH WR PHHW DIWHU WKH LVVXDQFH RI WKH RQGV LQ RUGHU WKDW LQWHUHVW WKHUHRQ EH DQG UHPDLQ H[ FOXGDEOH IURP

JURVV LQFRPH RI WKH KROGHUV WKHUHRI IRU IHGHUDO LQFRPH WD[ SXUSRVHV 7KH LVWULFW¶V IDLOXUH WR PHHW WKHVH

UHTXLUHPHQWV PD\ FDXVH WKH LQWHUHVW RQ WKH RQGV WR EH LQFOXGHG LQ JURVV LQFRPH IRU IHGHUDO LQFRPH WD[

SXUSRVHV UHWURDFWLYHO\ WR WKH GDWH RI LVVXDQFH RI WKH RQGV 7KH LVWULFW KDV FRYHQDQWHG WR WDNH WKH DFWLRQV

UHTXLUHG E\ WKH RGH LQ RUGHU WR PDLQWDLQ WKH H[ FOXGDELOLW\ IURP JURVV LQFRPH IRU IHGHUDO LQFRPH WD[ SXUSRVHV

RI LQWHUHVW RQ WKH RQGV DQG QRW WR WDNH DQ\ DFWLRQV WKDW ZRXOG DGYHUVHO\ DIIHFW WKDW H[ FOXGDELOLW\

Q WKH RSLQLRQ RI RQG RXQVHO DVVXPLQJ FRQWLQXLQJ FRPSOLDQFH E\ WKH LVWULFW ZLWK WKH WD[ FRYHQDQWV

UHIHUUHG WR DERYH DQG WKH DFFXUDF\ RI FHUWDLQ UHSUHVHQWDWLRQV RI WKH LVWULFW XQGHU H[ LVWLQJ VWDWXWHV

UHJXODWLRQV UXOLQJV DQG FRXUW GHFLVLRQV LQWHUHVW RQ WKH RQGV ZLOO EH H[ FOXGDEOH IURP JURVV LQFRPH IRU IHGHUDO

LQFRPH WD[ SXUSRVHV QWHUHVW RQ WKH RQGV ZLOO QRW EH DQ LWHP RI WD[ SUHIHUHQFH IRU SXUSRVHV RI WKH IHGHUDO

DOWHUQDWLYH PLQLPXP WD[ LPSRVHG RQ LQGLYLGXDOV DQG FRUSRUDWLRQV KRZHYHU LQWHUHVW RQ WKH RQGV ZLOO EH

WDNHQ LQWR DFFRXQW LQ GHWHUPLQLQJ DGMXVWHG FXUUHQW HDUQLQJV IRU WKH SXUSRVH RI FRPSXWLQJ WKH DOWHUQDWLYH

PLQLPXP WD[ LPSRVHG RQ FHUWDLQ FRUSRUDWLRQV RQG RXQVHO LV IXUWKHU RI WKH RSLQLRQ WKDW LQWHUHVW RQ WKH

RQGV ZLOO EH H[ HPSW IURP LQFRPH WD[ DWLRQ XQGHU WKH ODZV RI WKH 6WDWH RI UL] RQD



FHSW DV GHVFULEHG DERYH RQG RXQVHO ZLOO H[ SUHVV QR RSLQLRQ UHJDUGLQJ WKH IHGHUDO LQFRPH WD[

FRQVHTXHQFHV UHVXOWLQJ IURP WKH UHFHLSW RU DFFUXDO RI LQWHUHVW RQ WKH RQGV RU WKH RZQHUVKLS RU GLVSRVLWLRQ RI

WKH RQGV 3URVSHFWLYH SXUFKDVHUV RI RQGV VKRXOG EH DZDUH WKDW WKH RZQHUVKLS RI RQGV PD\ UHVXOW LQ RWKHU

FROODWHUDO IHGHUDO WD[ FRQVHTXHQFHV LQFOXGLQJ L WKH GHQLDO RI D GHGXFWLRQ IRU LQWHUHVW RQ LQGHEWHGQHVV LQFXUUHG

RU FRQWLQXHG WR SXUFKDVH RU FDUU\ RQGV RU LQ WKH FDVH RI D ILQDQFLDO LQVWLWXWLRQ WKDW SRUWLRQ RI WKH RZQHU¶V

LQWHUHVW H[ SHQVH DOORFDEOH WR LQWHUHVW RQ WKH RQGV LL WKH UHGXFWLRQ RI WKH ORVV UHVHUYH GHGXFWLRQ IRU SURSHUW\

DQG FDVXDOW\ LQVXUDQFH FRPSDQLHV E\ ILIWHHQ SHUFHQW RI FHUWDLQ LWHPV LQFOXGLQJ LQWHUHVW RQ WKH RQGV

LLL WKH LQFOXVLRQ RI LQWHUHVW RQ WKH RQGV LQ WKH HDUQLQJV RI FHUWDLQ IRUHLJQ FRUSRUDWLRQV GRLQJ EXVLQHVV LQ WKH

8QLWHG 6WDWHV IRU SXUSRVHV RI D EUDQFK SURILWV WD[ LY WKH LQFOXVLRQ RI LQWHUHVW RQ WKH RQGV LQ WKH SDVVLYH

LQFRPH VXEMHFW WR IHGHUDO LQFRPH WD[ DWLRQ RI FHUWDLQ 6XEFKDSWHU 6 FRUSRUDWLRQV ZLWK 6XEFKDSWHU HDUQLQJV

DQG SURILWV DW WKH FORVH RI WKH WD[ DEOH HDU DQG Y UHFLSLHQWV RI FHUWDLQ 6RFLDO 6HFXULW\ DQG 5DLOURDG

5HWLUHPHQW EHQHILWV EHLQJ UHTXLUHG WR WDNH LQWR DFFRXQW UHFHLSWV DQG DFFUXDO RI LQWHUHVW RQ WKH RQGV LQ

GHWHUPLQLQJ ZKHWKHU D SRUWLRQ RI VXFK EHQHILWV DUH LQFOXGHG LQ JURVV LQFRPH IRU IHGHUDO LQFRPH WD[ SXUSRVHV

URP WLPH WR WLPH WKHUH DUH OHJLVODWLYH SURSRVDOV LQ RQJUHVV ZKLFK LI HQDFWHG FRXOG DOWHU RU DPHQG RQH RU

PRUH RI WKH IHGHUDO LQFRPH WD[ PDWWHUV UHIHUUHG WR KHUHLQ RU DGYHUVHO\ DIIHFW WKH PDUNHW YDOXH RI WKH RQGV W

FDQQRW EH SUHGLFWHG ZKHWKHU RU LQ ZKDW IRUP DQ\ VXFK SURSRVDO PLJKW EH HQDFWHG RU ZKHWKHU LI HQDFWHG LW

ZRXOG DSSO\ WR REOLJDWLRQV VXFK DV WKH RQGV H[ HFXWHG DQG GHOLYHUHG SULRU WR HQDFWPHQW

7KH GLVFXVVLRQ RI WD[ PDWWHUV LQ WKLV 2IILFLDO 6WDWHPHQW DSSOLHV RQO\ LQ WKH FDVH RI SXUFKDVHUV RI WKH RQGV DW

WKHLU RULJLQDO LVVXDQFH DQG DW WKH UHVSHFWLYH SULFHV LQGLFDWHG RQ WKH LQVLGH IURQW FRYHU SDJH RI WKLV 2IILFLDO

6WDWHPHQW W GRHV QRW DGGUHVV DQ\ RWKHU WD[ FRQVHTXHQFHV VXFK DV DPRQJ RWKHUV WKH FRQVHTXHQFH RI WKH

H[ LVWHQFH RI DQ\ PDUNHW GLVFRXQW WR VXEVHTXHQW SXUFKDVHUV RI WKH RQGV 3XUFKDVHUV RI WKH RQGV VKRXOG

FRQVXOW WKHLU RZQ WD[ DGYLVHUV UHJDUGLQJ WKHLU SDUWLFXODU WD[ VWDWXV RU RWKHU WD[ FRQVLGHUDWLRQV UHVXOWLQJ IURP

RZQHUVKLS RI WKH RQGV

2ULJLQDO VVXH LVFRXQW DQG 2ULJLQDO VVXH 3UHPLXP

HUWDLQ RI WKH RQGV DV LQGLFDWHG RQ WKH LQVLGH IURQW FRYHU SDJH RI WKLV 2IILFLDO 6WDWHPHQW LVFRXQW

RQGV´ ZHUH RIIHUHG DQG ZLOO EH VROG WR WKH SXEOLF DW DQ RULJLQDO LVVXH GLVFRXQW 2ULJLQDO VVXH LVFRXQW´

2ULJLQDO VVXH LVFRXQW LV WKH H[ FHVV RI WKH VWDWHG UHGHPSWLRQ SULFH DW PDWXULW\ WKH SULQFLSDO DPRXQW RYHU WKH

LVVXH SULFH´ RI D LVFRXQW RQG 7KH LVVXH SULFH RI D LVFRXQW RQG LV WKH LQLWLDO RIIHULQJ SULFH WR WKH SXEOLF

RWKHU WKDQ WR ERQG KRXVHV EURNHUV RU VLPLODU SHUVRQV DFWLQJ LQ WKH FDSDFLW\ RI XQGHUZULWHUV RU ZKROHVDOHUV DW

ZKLFK D VXEVWDQWLDO DPRXQW RI WKH LVFRXQW RQGV RI WKH VDPH PDWXULW\ ZLOO EH VROG SXUVXDQW WR WKDW RIIHULQJ

RU IHGHUDO LQFRPH WD[ SXUSRVHV 2ULJLQDO VVXH LVFRXQW DFFUXHV WR WKH RZQHU RI D LVFRXQW RQG RYHU WKH

SHULRG WR PDWXULW\ EDVHG RQ WKH FRQVWDQW LHOG PHWKRG FRPSRXQGHG VHPLDQQXDOO\ RU RYHU D VKRUWHU SHUPLWWHG

FRPSRXQGLQJ LQWHUYDO VHOHFWHG E\ WKH RZQHU 7KH SRUWLRQ RI 2ULJLQDO VVXH LVFRXQW WKDW DFFUXHV GXULQJ WKH

SHULRG RI RZQHUVKLS RI D LVFRXQW RQG L ZLOO EH LQWHUHVW H[ FOXGDEOH IURP WKH RZQHU¶V JURVV LQFRPH IRU

IHGHUDO LQFRPH WD[ SXUSRVHV WR WKH VDPH H[ WHQW DQG VXEMHFW WR WKH VDPH FRQVLGHUDWLRQV GLVFXVVHG DERYH DV

LQWHUHVW RQ WKH RQGV DQG LL ZLOO EH DGGHG WR WKH RZQHU¶V WD[ EDVLV IRU SXUSRVHV RI GHWHUPLQLQJ JDLQ RU ORVV

RQ WKH PDWXULW\ SULRU VDOH RU RWKHU GLVSRVLWLRQ RI WKDW LVFRXQW RQG SXUFKDVHU RI D LVFRXQW RQG LQ WKH

LQLWLDO SXEOLF RIIHULQJ DW WKH SULFH IRU WKDW LVFRXQW RQG VWDWHG RQ WKH LQVLGH IURQW FRYHU RI WKLV 2IILFLDO

6WDWHPHQW ZKR KROGV WKDW LVFRXQW RQG WR PDWXULW\ ZLOO UHDOL] H QR JDLQ RU ORVV XSRQ WKH UHWLUHPHQW RI WKDW

LVFRXQW RQG

HUWDLQ RI WKH RQGV DV LQGLFDWHG RQ WKH LQVLGH IURQW FRYHU SDJH RI WKLV 2IILFLDO 6WDWHPHQW WKH 3UHPLXP

RQGV´ ZHUH RIIHUHG DQG ZLOO EH VROG WR WKH SXEOLF DW D SULFH LQ H[ FHVV RI WKHLU VWDWHG UHGHPSWLRQ SULFH DW

PDWXULW\ 7KDW H[ FHVV FRQVWLWXWHV ERQG SUHPLXP RU IHGHUDO LQFRPH WD[ SXUSRVHV ERQG SUHPLXP LV

DPRUWL] HG RYHU WKH SHULRG WR WKH PDWXULW\ RI D 3UHPLXP RQG EDVHG RQ WKH LHOG WR WKH PDWXULW\ GDWH RI WKDW

3UHPLXP RQG FRPSRXQGHG VHPLDQQXDOO\ RU RYHU D VKRUWHU SHUPLWWHG FRPSRXQGLQJ LQWHUYDO VHOHFWHG E\ WKH

RZQHU 1R SRUWLRQ RI WKDW ERQG SUHPLXP LV GHGXFWLEOH E\ WKH RZQHU RI D 3UHPLXP RQG RU SXUSRVHV RI

GHWHUPLQLQJ WKH RZQHU¶V JDLQ RU ORVV RQ WKH VDOH UHGHPSWLRQ LQFOXGLQJ UHGHPSWLRQ DW PDWXULW\ RU RWKHU



GLVSRVLWLRQ RI D 3UHPLXP RQG WKH RZQHU¶V WD[ EDVLV LQ WKH 3UHPLXP RQG LV UHGXFHG E\ WKH DPRXQW RI ERQG

SUHPLXP WKDW DFFUXHV GXULQJ WKH SHULRG RI RZQHUVKLS V D UHVXOW DQ RZQHU PD\ UHDOL] H WD[ DEOH JDLQ IRU

IHGHUDO LQFRPH WD[ SXUSRVHV IURP WKH VDOH RU RWKHU GLVSRVLWLRQ RI D 3UHPLXP RQG IRU DQ DPRXQW HTXDO WR RU

OHVV WKDQ WKH DPRXQW SDLG E\ WKH RZQHU IRU WKDW 3UHPLXP RQG SXUFKDVHU RI D 3UHPLXP RQG LQ WKH LQLWLDO

SXEOLF RIIHULQJ DW WKH SULFH IRU WKDW 3UHPLXP RQG VWDWHG RQ WKH LQVLGH IURQW FRYHU RI WKLV 2IILFLDO 6WDWHPHQW

ZKR KROGV WKDW 3UHPLXP RQG WR PDWXULW\ ZLOO UHDOL] H QR JDLQ RU ORVV XSRQ WKH UHWLUHPHQW RI WKDW 3UHPLXP

RQG

2ZQHUV RI LVFRXQW RQGV DQG 3UHPLXP RQGV VKRXOG FRQVXOW WKHLU RZQ WD[ DGYLVRUV DV WR WKH GHWHUPLQDWLRQ

IRU IHGHUDO LQFRPH WD[ SXUSRVHV RI WKH DPRXQW RI 2ULJLQDO VVXH LVFRXQW RU ERQG SUHPLXP SURSHUO\ DFFUXDEOH

RU DPRUWL] DEOH LQ DQ\ SHULRG ZLWK UHVSHFW WR WKH LVFRXQW RQG RU 3UHPLXP RQG DQG DV WR RWKHU IHGHUDO WD[

FRQVHTXHQFHV DQG WKH WUHDWPHQW RI 2ULJLQDO VVXH LVFRXQW DQG ERQG SUHPLXP IRU SXUSRVHV RI VWDWH DQG ORFDO

WD[ HV RQ RU EDVHG RQ LQFRPH

QIRUPDWLRQ 5HSRUWLQJ DQG DFNXS LWKKROGLQJ

QWHUHVW SDLG RQ WD[ H[ HPSW REOLJDWLRQV VXFK DV WKH RQGV LV VXEMHFW WR LQIRUPDWLRQ UHSRUWLQJ WR WKH QWHUQDO

5HYHQXH 6HUYLFH LQ D PDQQHU VLPLODU WR LQWHUHVW SDLG RQ WD[ DEOH REOLJDWLRQV 7KLV UHSRUWLQJ UHTXLUHPHQW GRHV

QRW DIIHFW WKH H[ FOXGDELOLW\ RI LQWHUHVW RQ WKH RQGV IURP JURVV LQFRPH IRU IHGHUDO LQFRPH WD[ SXUSRVHV

RZHYHU LQ FRQMXQFWLRQ ZLWK WKDW LQIRUPDWLRQ UHSRUWLQJ UHTXLUHPHQW WKH RGH VXEMHFWV FHUWDLQ QRQ FRUSRUDWH

RZQHUV RI RQGV XQGHU FHUWDLQ FLUFXPVWDQFHV WR EDFNXS ZLWKKROGLQJ´ DW WKH UDWHV VHW IRUWK LQ WKH RGH ZLWK

UHVSHFW WR SD\ PHQWV RQ WKH RQGV DQG SURFHHGV IURP WKH VDOH RI RQGV Q\ DPRXQW VR ZLWKKHOG ZRXOG EH

UHIXQGHG RU DOORZHG DV D FUHGLW DJDLQVW WKH IHGHUDO LQFRPH WD[ RI VXFK RZQHU RI RQGV 7KLV ZLWKKROGLQJ

JHQHUDOO\ DSSOLHV LI WKH RZQHU RI RQGV L IDLOV WR IXUQLVK WKH SD\ RU VXFK RZQHU¶V VRFLDO VHFXULW\ QXPEHU RU

RWKHU WD[ SD\ HU LGHQWLILFDWLRQ QXPEHU 7,1´ LL IXUQLVKHG WKH SD\ RU DQ LQFRUUHFW 7,1 LLL IDLOV WR SURSHUO\

UHSRUW LQWHUHVW GLYLGHQGV RU RWKHU UHSRUWDEOH SD\ PHQWV´ DV GHILQHG LQ WKH RGH RU LY XQGHU FHUWDLQ

FLUFXPVWDQFHV IDLOV WR SURYLGH WKH SD\ RU RU VXFK RZQHU¶V VHFXULWLHV EURNHU ZLWK D FHUWLILHG VWDWHPHQW VLJQHG

XQGHU SHQDOW\ RI SHUMXU\ WKDW WKH 7,1 SURYLGHG LV FRUUHFW DQG WKDW VXFK RZQHU LV QRW VXEMHFW WR EDFNXS

ZLWKKROGLQJ 3URVSHFWLYH SXUFKDVHUV RI WKH RQGV PD\ DOVR ZLVK WR FRQVXOW ZLWK WKHLU WD[ DGYLVRUV ZLWK

UHVSHFW WR WKH QHHG WR IXUQLVK FHUWDLQ WD[ SD\ HU LQIRUPDWLRQ LQ RUGHU WR DYRLG EDFNXS ZLWKKROGLQJ
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7KH RQGV ZLOO EH GHVLJQDWHG DV TXDOLILHG WD[ H[ HPSW REOLJDWLRQV´ IRU SXUSRVHV RI 6HFWLRQ E RI WKH

RGH DV WKH RDUG UHDVRQDEO\ DQWLFLSDWHV WKDW WKH DJJUHJDWH DPRXQW RI TXDOLILHG WD[ H[ HPSW REOLJDWLRQV DV

GHILQHG LQ 6HFWLRQ E RI WKH RGH ZKLFK ZLOO EH LVVXHG IRU RU E\ WKH LVWULFW LQ FDOHQGDU HDU

ZLOO QRW H[ FHHG

5$7,1*

6 3 LV H[ SHFWHG WR DVVLJQ WKH RQGV WKHLU ORQJ WHUP UDWLQJ RI VWDEOH RXWORRN ZLWK WKH XQGHUVWDQGLQJ

WKDW WKH 3ROLF\ ZLOO EH GHOLYHUHG E\ WKH RQG QVXUHU VLPXOWDQHRXVO\ ZLWK WKH LVVXDQFH RI WKH RQGV 7KH

LVWULFW LV QRW DZDUH RI DQ\ UDWLQJ DVVLJQHG WR WKH RQGV RWKHU WKDQ WKH UDWLQJ RI 6 3

6XFK UDWLQJ UHIOHFWV RQO\ WKH YLHZ RI 6 3 Q H[ SODQDWLRQ RI WKH VLJQLILFDQFH RI DQ\ UDWLQJ DVVLJQHG E\ 6 3

PD\ EH REWDLQHG DW DWHU 6WUHHW 1HZ RUN 1HZ RUN 6XFK UDWLQJ PD\ EH UHYLVHG GRZQZDUG RU

ZLWKGUDZQ HQWLUHO\ DW DQ\ WLPH E\ 6 3 LI LQ LWV MXGJPHQW FLUFXPVWDQFHV VR ZDUUDQW Q\ GRZQZDUG UHYLVLRQ

RU ZLWKGUDZDO RI VXFK UDWLQJ PD\ KDYH DQ DGYHUVH HIIHFW RQ WKH PDUNHW SULFH RU PDUNHWDELOLW\ RI WKH RQGV
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HJDO PDWWHUV LQFLGHQW WR WKH LVVXDQFH RI WKH RQGV DQG ZLWK UHJDUG WR WKH WD[ H[ HPSW VWDWXV RI WKH LQWHUHVW

WKHUHRQ DUH VXEMHFW WR WKH OHJDO RSLQLRQ RI UHHQEHUJ 7UDXULJ 3 RQG RXQVHO D IRUP RI ZKLFK LV LQFOXGHG

KHUHLQ DV SSHQGL[ 6HH 7$; 0$77( 56 6LJQHG FRSLHV RI WKH RSLQLRQ GDWHG DQG VSHDNLQJ RQO\ DV RI

WKH GDWH RI GHOLYHU\ RI WKH RQGV ZLOO EH GHOLYHUHG XSRQ WKH LQLWLDO GHOLYHU\ RI WKH RQGV HUWDLQ OHJDO

PDWWHUV ZLOO EH SDVVHG XSRQ ZLWK UHVSHFW WR WKH LVWULFW E\ UHHQEHUJ 7UDXULJ 3 IRU WKH 8QGHUZULWHU E\ LWV

FRXQVHO 6TXLUH 3DWWRQ RJJV 86 3 IRU WKH HYHORSHU E\ 0DJXLUH 3HDUFH 6WRUH\ 3//& 3KRHQL[

UL] RQD W LV FXUUHQWO\ DQWLFLSDWHG WKDW LVWULFW RXQVHO ZLOO QRW LVVXH DQ RSLQLRQ ZLWK UHVSHFW WR WKLV RU DQ\

RWKHU LVVXDQFH RI ERQGV E\ WKH LVWULFW

7KH YDULRXV OHJDO RSLQLRQV WR EH GHOLYHUHG FRQFXUUHQWO\ ZLWK WKH GHOLYHU\ RI WKH RQGV H[ SUHVV WKH SURIHVVLRQDO

MXGJPHQW RI WKH DWWRUQH\ V UHQGHULQJ WKH RSLQLRQV DV WR WKH OHJDO LVVXH H[ SOLFLWO\ DGGUHVVHG WKHUHLQ

UHQGHULQJ D OHJDO RSLQLRQ WKH RSLQLRQ JLYHU GRHV QRW EHFRPH DQ LQVXUHU RU JXDUDQWRU RI WKDW H[ SUHVVLRQ RI

SURIHVVLRQDO MXGJPHQW RI WKH WUDQVDFWLRQ RSLQHG XSRQ RU RI WKH IXWXUH SHUIRUPDQFH RI SDUWLHV WR WKH

WUDQVDFWLRQ 1RU GRHV WKH UHQGHULQJ RI DQ RSLQLRQ JXDUDQWHH WKH RXWFRPH RI DQ\ OHJDO GLVSXWH WKDW PD\ DULVH

RXW RI WKH WUDQVDFWLRQ

81'( 5: 5,7,1*

7KH RQGV DUH EHLQJ SXUFKDVHG E\ LOOWRS 6HFXULWLHV QF WKH 8QGHUZULWHU´ 7KH 8QGHUZULWHU KDV DJUHHG WR

SXUFKDVH WKH RQGV DW DQ DJJUHJDWH SXUFKDVH SULFH RI UHIOHFWLQJ WKH DJJUHJDWH SULQFLSDO DPRXQW

RI WKH RQGV SOXV QHW RULJLQDO LVVXH SUHPLXP RI DQG OHVV 8QGHUZULWHU¶V FRPSHQVDWLRQ RI

7KH 8QGHUZULWHU PD\ RIIHU DQG VHOO WKH RQGV WR FHUWDLQ GHDOHUV LQFOXGLQJ GHDOHUV GHSRVLWLQJ

VXFK RQGV LQWR LQYHVWPHQW WUXVWV DQG RWKHUV DW SULFHV ORZHU WKDQ WKH SXEOLF RIIHULQJ SULFHV VWDWHG RQ WKH

LQVLGH IURQW FRYHU SDJH KHUHRI 7KH RIIHULQJ SULFHV VHW IRUWK RQ WKH LQVLGH IURQW FRYHU SDJH KHUHRI PD\ EH

FKDQJHG DIWHU WKH LQLWLDO RIIHULQJ E\ WKH 8QGHUZULWHU

1$1&,$/ 9,625

6WLIHO 1LFRODXV RPSDQ\ QFRUSRUDWHG WKH LQDQFLDO GYLVRU´ KDV EHHQ HQJDJHG E\ WKH LVWULFW IRU WKH

SXUSRVH RI DGYLVLQJ WKH LVWULFW DV WR FHUWDLQ GHEW VHUYLFH VWUXFWXULQJ PDWWHUV VSHFLILF WR WKH RQGV DQG RQ

FHUWDLQ PDWWHUV UHODWLYH WR WKH LVWULFW¶ V RYHUDOO GHEW ILQDQFLQJ SURJUDP 7KH LQDQFLDO GYLVRU KDV DVVLVWHG LQ

WKH DVVHPEO\ DQG SUHSDUDWLRQ RI WKLV 2IILFLDO 6WDWHPHQW DW WKH GLUHFWLRQ DQG RQ EHKDOI RI WKH LVWULFW 1R

SHUVRQ LV HQWLWOHG WR UHO\ RQ WKH LQDQFLDO GYLVRU¶V SDUWLFLSDWLRQ DV DQ DVVXPSWLRQ RI UHVSRQVLELOLW\ IRU RU DQ

H[ SUHVVLRQ RI RSLQLRQ RI DQ\ NLQG ZLWK UHJDUG WR WKH DFFXUDF\ DQG FRPSOHWHQHVV RI WKH LQIRUPDWLRQ FRQWDLQHG

KHUHLQ

217,18,1* 6&/ 2685(

7KH LVWULFW DQG WKH HYHORSHU KDYH HDFK VHSDUDWHO\ FRYHQDQWHG IRU WKH EHQHILW RI FHUWDLQ EHQHILFLDO RZQHUV RI

WKH RQGV WR SURYLGH FHUWDLQ ILQDQFLDO LQIRUPDWLRQ DQG RSHUDWLQJ GDWD UHODWLQJ WR WKH LVWULFW DQG GHYHORSPHQW

WKHUHLQ DV DSSOLFDEOH E\ QRW ODWHU WKDQ VHYHQ PRQWKV DIWHU WKH HQG RI WKHLU UHVSHFWLYH ILVFDO HDUV WKH QQXDO

5HSRUWV´ DQG WR SURYLGH QRWLFHV RI WKH RFFXUUHQFH RI FHUWDLQ HQXPHUDWHG HYHQWV WKH 1RWLFHV RI LVWHG

YHQWV´ 7KH QQXDO 5HSRUWV ZLOO EH ILOHG E\ WKH LVWULFW DQG WKH HYHORSHU ZLWK WKH 0XQLFLSDO 6HFXULWLHV

5XOHPDNLQJ RDUG WKH 065%´ WKURXJK WKH 065%¶V OHFWURQLF 0XQLFLSDO 0DUNHW FFHVV V\ VWHP

00$´ DV GHVFULEHG LQ 33( 1',; 2506 2) 217,18,1* 6&/ 2685(

81'( 57$., 1*6 7KH VSHFLILF QDWXUH RI WKH LQIRUPDWLRQ WR EH FRQWDLQHG LQ WKH QQXDO 5HSRUWV DQG WKH

1RWLFHV RI LVWHG YHQWV LV VHW IRUWK LQ 33( 1',; 7KHVH FRYHQDQWV ZLOO EH PDGH LQ RUGHU WR DVVLVW WKH

8QGHUZULWHU LQ FRPSO\ LQJ ZLWK WKH 6HFXULWLHV DQG FKDQJH RPPLVVLRQ 5XOH F E WKH 5XOH´

6KRXOG WKH LVWULFW RU WKH HYHORSHU QRW FRPSO\ ZLWK VXFK FRYHQDQWV WKH\ KDYH FRYHQDQWHG WR SURYLGH QRWLFH

RI VXFK IDFW WR WKH 065%LQ DFFRUGDQFH ZLWK WKH 5XOH DQG PXVW EH FRQVLGHUHG E\ DQ\ EURNHU GHDOHU RU

PXQLFLSDO VHFXULWLHV GHDOHU EHIRUH UHFRPPHQGLQJ WKH SXUFKDVH RU VDOH RI WKH RQGV LQ WKH VHFRQGDU\ PDUNHW





33( 1',;
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The following information regarding the Town of Sahuarita, Arizona ( the “ Town”) is provided for

reference only.  No attempt has been made to determine what part, if any, of the data presented is

applicable to the District, and consequently no representation is made as to the relevance of the data to

the District or to the Bonds.  THE BONDS ARE NOT OBLIGATIONS OF THE TOWN.  The Bonds are

direct obligations of the District, payable solely from ad valorem taxes levied against all taxable property

in the District, limited as described under the heading “ SECURITY FOR AND SOURCES OF PAYMENT

OF THE BONDS” in this Official Statement. 

HQHUDO QIRUPDWLRQ

7KH 7RZQ ZDV LQFRUSRUDWHG LQ DQG LV ORFDWHG LQ VRXWKHUQ 3LPD RXQW\ UL] RQD 3LPD RXQW\´

7KH 7RZQ LV DSSUR[ LPDWHO\ PLOHV VRXWK RI WKH LW\ RI 7XFVRQ UL] RQD 7XFVRQ´ DQG DSSUR[ LPDWHO\

PLOHV QRUWK RI WKH 0H[ LFDQ ERUGHU IDUPLQJ DUHD HDUV DJR LW LV QRZ D SDUW RI WKH 7XFVRQ

0HWURSROLWDQ DUHD 7KH 7RZQ FRYHUV DQ DUHD RI DSSUR[ LPDWHO\ VTXDUH PLOHV DQG LV ORFDWHG DW DQ

HOHYDWLRQ RI IHHW DW WKH EDVH RI WKH 6DQWD 5LWD 0RXQWDLQV 7KH IROORZLQJ WDEOH LOOXVWUDWHV SRSXODWLRQ

VWDWLVWLFV IRU WKH 7RZQ

7KH WDEOH EHORZ LOOXVWUDWHV SRSXODWLRQ VWDWLVWLFV IRU WKH 7RZQ

3238/$ 7,21 67$7,67,&6

DOHQGDU 7RZQ RI

HDU 6DKXDULWD

VWLPDWH a) 

HQVXV

HQVXV

HQVXV

HQVXV 1

HQVXV 1

a) Estimate as of July 1, 2015. 

6RXUFH UL] RQD HSDUWPHQW RPPHUFH 3RSXODWLRQ 6WDWLVWLFV 8QLW

0XQLFLSDO RYHUQPHQW DQG 2UJDQL] DWLRQ

7KH 7RZQ JRYHUQPHQW RSHUDWHV XQGHU WKH RXQFLO 0DQDJHU IRUP RI JRYHUQPHQW 3ROLF\ PDNLQJ DQG

OHJLVODWLYH DXWKRULW\ DUH YHVWHG LQ WKH 7RZQ RXQFLO ZKLFK FRQVLVWV RI D 0D\ RU D 9LFH 0D\ RU DQG ILYH

RXQFLOPHPEHUV RXQFLOPHPEHUV DUH HOHFWHG WR IRXU HDU VWDJJHUHG WHUPV 7KH 0D\RU LV GLUHFWO\

HOHFWHG E\ WKH TXDOLILHG YRWHUV RI WKH 7RZQ DQG WKH 9LFH 0D\ RU LV VHOHFWHG E\ WKH RXQFLO IURP DPRQJ LWV

PHPEHUV 7KH 7RZQ RXQFLO LV UHVSRQVLEOH DPRQJ RWKHU WKLQJV IRU WKH DGRSWLRQ RI ORFDO RUGLQDQFHV

EXGJHW DGRSWLRQ WKH GHYHORSPHQW RI FLWL] HQ DGYLVRU\ FRPPLWWHHV DQG WKH KLULQJ RI WKH 7RZQ 0DQDJHU

7KH 7RZQ 0DQDJHU LV UHVSRQVLEOH IRU LPSOHPHQWDWLRQ RI WKH SROLFLHV RI WKH 7RZQ RXQFLO 7KH 7RZQ

0DQDJHU DSSRLQWV DOO GHSDUWPHQW KHDGV H[ FHSW WKH KLHI RI 3ROLFH 7RZQ WWRUQH\ DQG 0DJLVWUDWH



7KH HOHFWHG RIILFLDOV RI WKH 7RZQ FXUUHQWO\ LQ RIILFH DUH

7(' 2)),&,$/6

7RZQ RI 6DKXDULWD UL] RQD

OHFWHG

2IILFLDOV 1DPH

0D\ RU XDQH OXPEHUJ

9LFH 0D\ RU LOO UDFFR

RXQFLO DUD JEHUW

0HOLVVD LFNV

LO XVN

7RP 0XUSK\

QQH 6NHOWRQ

7KH RXQFLO IL[ HV WKH GXWLHV DQG FRPSHQVDWLRQ RI 7RZQ RIILFLDOV DQG HPSOR\ HHV DQG HQDFWV RUGLQDQFHV

DQG UHVROXWLRQV UHODWLQJ WR 7RZQ VHUYLFHV WD[ OHYLHV DSSURSULDWLQJ DQG ERUURZLQJ PRQLHV OLFHQVLQJ DQG

UHJXODWLQJ EXVLQHVV DQG WUDGHV DQG RWKHU PXQLFLSDO SXUSRVHV 7KH 7RZQ RXQFLO DSSRLQWV WKH 7RZQ

0DQDJHU

7KH 7RZQ¶V NH\ DGPLQLVWUDWLYH VWDII FRQVLVWV RI WKH IROORZLQJ DSSRLQWHG RIILFLDOV

332,17(' 2)),&,$/6

7RZQ RI 6DKXDULWD UL] RQD

SSRLQWHG 2IILFLDOV 1DPH

7RZQ 0DQDJHU HOO\ 8GDOO

LQDQFH LUHFWRU 0DUULRWWL

7RZQ WWRUQH\ DQLHO RFKXOL

7RZQ OHUN LVD ROH

PSOR\ PHQW

7KH 7RZQ¶V HFRQRP\ LV OLQNHG FORVHO\ ZLWK WKDW RI 7XFVRQ XH WR WKH 7RZQ¶V SUR[ LPLW\ WR 7XFVRQ WKH

PDMRULW\ RI WKH UHVLGHQWV RI WKH 7RZQ ZRUN LQ WKH 7XFVRQ PHWURSROLWDQ DUHD 7KH WDEOH KHUHDIWHU

LOOXVWUDWHV VHYHUDO RI WKH PDMRU HPSOR\ HUV ZLWKLQ WKH 7RZQ



7KH IROORZLQJ LV D SDUWLDO OLVW RI PDMRU HPSOR\ HUV LQ WKH 7RZQ

0$-25 03/ 2<(56

7RZQ RI 6DKXDULWD UL] RQD

SSUR[ LPDWH

1XPEHURI

PSOR\ HU HVFULSWLRQ PSOR\ HHV

6DKXDULWD 8QLILHG 6FKRRO LVWULFW GXFDWLRQ

DO 0DUW 5HWDLO

DUPHU¶V QYHVWPHQW RPSDQ\ URS 3URGXFWLRQ

U\¶ V URFHU\

7RZQ RI 6DKXDULWD RYHUQPHQW

6DIHZD\ URFHU\

LP OLFN RUG XWRPRWLYH VDOHV

6RXUFH 7RZQ RI 6DKXDULWD RPSUHKHQVLYH QQXDO LQDQFLDO 5HSRUW IRU WKH ILVFDO HDU HQGHG XQH

7KH IROORZLQJ LV WKH 7RZQ¶V VDOHV WD[ UHYHQXH

6$/( 6 7$; 5(9(18(

7RZQ RI 6DKXDULWD UL] RQD

LVFDO

HDU PRXQW

6RXUFH 7RZQ RI 6DKXDULWD RPSUHKHQVLYH QQXDO LQDQFLDO 5HSRUW IRU WKH ILVFDO HDU HQGHG XQH
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7KH IROORZLQJ LV D VXPPDU\ RI FHUWDLQ SURYLVLRQV RI WKH QGHQWXUH WR ZKLFK UHIHUHQFH LV KHUHE\

PDGH IRU D PRUH FRPSOHWH GHVFULSWLRQ RI LWV WHUPV

HILQLWLRQV RI HUWDLQ 7HUPV

7KH IROORZLQJ DUH FHUWDLQ WHUPV GHILQHG LQ WKH QGHQWXUH DQG XVHG LQ WKLV 2IILFLDO 6WDWHPHQW

Alternate Letter of Credit´ PHDQV DQ LUUHYRFDEOH VLQJOH GUDZ VWDQGE\ OHWWHU RI FUHGLW DXWKRUL] LQJ

D GUDZ WKHUHXQGHU E\ WKH HSRVLWRU\ LVVXHG E\ D EDQN D WUXVW FRPSDQ\ RU RWKHU ILQDQFLDO LQVWLWXWLRQ ZLWK

D 0LQLPXP 7LHU HYHUDJH 5DWLR DQG ZKLFK KDV D WHUP RI QRW OHVV WKDQ RQH HDU IURP WKH GDWH RI LWV

LVVXDQFH ZKLFK OWHUQDWH HWWHU RI UHGLW VKDOO EH WKH VDPH LQ DOO RWKHU PDWHULDO UHVSHFWV H[ FHSW DV WR

H[ SLUDWLRQ GDWH DV WKH HWWHU RI UHGLW DQG VKDOO KDYH WKH UHPDLQLQJ IDFH DPRXQW RI WKH HWWHU RI UHGLW

Bond Fund´ PHDQV WKH IXQG ZLWK WKDW QDPH HVWDEOLVKHG SXUVXDQW WR WKH QGHQWXUH

Business Day´ PHDQV DQ\ GD\ RQ ZKLFK SD\ PHQWV FDQ EH DIIHFWHG RQ WKH HGZLUH 6\ VWHP RWKHU

WKDQ D 6DWXUGD\ D 6XQGD\ RU D OHJDO KROLGD\ RU HTXLYDOHQW RWKHU WKDQ D PRUDWRULXP IRU EDQNLQJ

LQVWLWXWLRQV JHQHUDOO\ LQ WKH SODFH RI SD\ PHQW RU LQ WKH FLW\ ZKHUH WKH SULQFLSDO FRUSRUDWH WUXVW RIILFH RI WKH

7UXVWHH RU WKH RIILFH RI WKH DFFRXQW EDQN RI WKH HWWHU RI UHGLW DQN LV ORFDWHG I WKH VSHFLILHG GDWH IRU

DQ\ SD\ PHQW VXEPLVVLRQ FHUWLILFDWLRQ GHWHUPLQDWLRQ RU RWKHU DFWLRQ SXUVXDQW WR WKH QGHQWXUH VKDOO EH

RWKHU WKDQ D XVLQHVV D\ WKHQ VXFK SD\ PHQW VXEPLVVLRQ FHUWLILFDWLRQ GHWHUPLQDWLRQ RU RWKHU DFWLRQ

PD\ EH PDGH RU GRQH RQ WKH QH[ W VXFFHHGLQJ GD\ ZKLFK LV D XVLQHVV D\ ZLWKRXW LQ WKH FDVH RI DQ\

SD\ PHQW DGGLWLRQDO LQWHUHVW H[ FHSW LQ WKH HYHQW RI D PRUDWRULXP DQG ZLWK WKH VDPH IRUFH DQG HIIHFW DV LI

PDGH RU GRQH RQ WKH VSHFLILHG GDWH

Code´ PHDQV WKH QWHUQDO 5HYHQXH RGH RI DV DPHQGHG DQG LQ IRUFH DQG HIIHFW RQ WKH

ORVLQJ DWH

Debt Service´ PHDQV FROOHFWLYHO\ L WKH SULQFLSDO RI DQG LQWHUHVW DQG SUHPLXP LI DQ\ RQ WKH

RQGV ZKHQ GXH VXEMHFW WR WKH OLPLWDWLRQV RI WKH 5HIXQGLQJ FW LL H[ SHQVHV DQG FRVWV RI WKH LVWULFW

DULVLQJ IURP WKH DFWLYLWLHV RI WKH LVWULFW VXFK DFWLYLWLHV EHLQJ WKH ILQDQFLQJ RI FHUWDLQ SXEOLF

LQIUDVWUXFWXUH SXUSRVHV LQFOXGLQJ WKH LVVXDQFH RI WKH RQGV LQFOXGLQJ SDUWLFXODUO\ EXW QRW E\ ZD\ RI

OLPLWDWLRQ H[ SHQVHV DQG FRVWV IRU DJHQWV RU WKLUG SDUWLHV UHTXLUHG WR DGPLQLVWHU WKH RQGV OHY\ DQG FROOHFW

WD[ HV IRU SD\ PHQW RI WKH RQGV SUHSDUH DQQXDO DXGLWV EXGJHWV DQG PDWHULDOV ZLWK UHVSHFW WR FRQWLQXLQJ

GLVFORVXUH DQG SURYLGH IRU DQ\ SXUSRVHV RWKHUZLVH UHODWHG WR VXFK DFWLYLWLHV RI WKH LVWULFW DQG LLL

DPRXQWV GXH ZLWK UHJDUG WR 5HEDWH

Discounted Tax Revenues´ PHDQV WKH DPRXQW RI VHFRQGDU\ DG YDORUHP SURSHUW\ WD[ UHYHQXHV RI

WKH LVWULFW WKDW ZRXOG EH FROOHFWHG IRU WKH WKHQ FXUUHQW LVFDO HDU RI WKH LVWULFW XVLQJ WKH WRWDO QHW

OLPLWHG DVVHVVHG YDOXDWLRQ RI SURSHUW\ ZLWKLQ WKH ERXQGDULHV RI WKH LVWULFW IRU SXUSRVHV RI WKH WD[ UROO

XVHG WR OHY\ WD[ HV GXULQJ WKH SUHFHGLQJ XJXVW DQG DSSO\ LQJ D WD[ UDWH RI SHU RI OLPLWHG

DVVHVVHG YDOXDWLRQ DQG DVVXPLQJ D GHOLQTXHQF\ IDFWRU HTXDO WR WKH JUHDWHU RI WKH ILYH SHUFHQW DQG WKH

KLVWRULF DYHUDJH DQQXDO SHUFHQWDJH GHOLQTXHQF\ IDFWRU IRU WKH LVWULFW DV RI VXFK LVFDO HDU DQG QR

FUHGLW IRU DQ\ IXQG EDODQFHV RU LQYHVWPHQW LQFRPH DFFUXLQJ GXULQJ VXFK LVFDO HDU



Fiscal Year´ PHDQV D SHULRG RI WZHOYH FRQVHFXWLYH PRQWKV FRPPHQFLQJ RQ XO\ DQG

HQGLQJ RQ XQH RU DQ\ RWKHU FRQVHFXWLYH PRQWK SHULRG ZKLFK PD\ EH HVWDEOLVKHG KHUHLQDIWHU DV WKH

ILVFDO HDU RI WKH LVWULFW IRU EXGJHWLQJ DQG DSSURSULDWH SXUSRVHV

Governmental Obligations´ PHDQV REOLJDWLRQV LVVXHG E\ RU JXDUDQWHHG E\ WKH 8QLWHG 6WDWHV

JRYHUQPHQW

Holder´ ZKHQ XVHG ZLWK UHVSHFW WR DQ\ RQG PHDQV WKH SHUVRQ LQ ZKRVH QDPH VXFK RQG LV

UHJLVWHUHG LQ WKH ERQG UHJLVWHU PDLQWDLQHG E\ WKH 7UXVWHH

Initial Letter of Credit´ PHDQV WKH LUUHYRFDEOH VLQJOH GUDZ VWDQG E\ OHWWHU RI FUHGLW LVVXHG E\

WKH HWWHU RI UHGLW DQN DQG GHOLYHUHG WR WKH HSRVLWRU\ RQ WKH VDPH GDWH DV WKH LQLWLDO GHOLYHU\ RI WKH

RQGV EHLQJ DQ LUUHYRFDEOH REOLJDWLRQ WR PDNH SD\ PHQW WR WKH HSRVLWRU\ RI ZKLFK H[ SLUHV

ZKHQ WKH IDFH DPRXQW WKHUHRI KDV EHHQ UHGXFHG WR RU OHVV SURYLGHG RQ HEUXDU\ RI HDFK HDU

LI WKH QHW OLPLWHG DVVHVVHG YDOXDWLRQ RI SURSHUW\ ZLWKLQ WKH ERXQGDULHV RI WKH LVWULFW XVHG WR OHY\ WD[ HV

GXULQJ WKH SUHFHGLQJ XJXVW H[ FHHGHG WKDW XVHG LQ WKH SULRU XJXVW WKH GLIIHUHQFH EHWZHHQ WKH PD[ LPXP

DQQXDO GHEW VHUYLFH IRU WKH RQGV DQG DQ\ JHQHUDO REOLJDWLRQ RU RWKHU JHQHUDO REOLJDWLRQ UHIXQGLQJ ERQGV

RI WKH LVWULFW KHUHLQ DIWHU LVVXHG DQG WKH LVFRXQWHG 7D[ 5HYHQXHV VKDOO EH FDOFXODWHG E\ WKH LVWULFW

0DQDJHU DQG WKH IDFH DPRXQW RI WKH HWWHU RI UHGLW VKDOO EH VXEMHFW WR DXWRPDWLF UHGXFWLRQ LQ IDFH

DPRXQW WR DQ DPRXQW HTXDO WR WKUHH WLPHV VXFK GLIIHUHQFH

Letter of Credit´ PHDQV D WKH QLWLDO HWWHU RI UHGLW DQG E XSRQ WKH LVVXDQFH DQG

HIIHFWLYHQHVV WKHUHRI DQ\ OWHUQDWH HWWHU RI UHGLW

Letter of Credit Bank´ PHDQV HVWHUQ OOLDQFH DQN DQ UL] RQD RUSRUDWLRQ LQ LWV FDSDFLW\ DV

LVVXHU RI WKH QLWLDO HWWHU RI UHGLW DQG LWV VXFFHVVRUV DQG DVVLJQV 8SRQ LVVXDQFH DQG HIIHFWLYHQHVV RI

DQ\ OWHUQDWH HWWHU RI UHGLW HWWHU RI UHGLW DQN´ VKDOO PHDQ WKH LVVXHU WKHUHRI DQG LWV VXFFHVVRUV

DQG DVVLJQV

Letter of Credit Termination Date´ PHDQV WKH HDUOLHU RI WKLUW\ GD\ V DIWHU WKH HWWHU RI UHGLW

DQN SURYLGLQJ WKH HWWHU RI UHGLW QR ORQJHU KDV 0LQLPXP 7LHU HYHUDJH 5DWLR DQG WKH VWDWHG

H[ SLUDWLRQ GDWH RI WKH HWWHU RI UHGLW DV H[ WHQGHG E\ DQ\ DSSOLFDEOH SURYLVLRQV WKHUHRI

Maturity´ ZKHQ XVHG ZLWK UHVSHFW WR DQ\ RQG PHDQV WKH GDWH RQ ZKLFK WKH SULQFLSDO RI VXFK

RQG EHFRPHV GXH DQG SD\ DEOH DV WKHUHLQ RU KHUHLQ SURYLGHG ZKHWKHU DW WKH 6WDWHG 0DWXULW\ WKHUHRI RU E\

FDOO IRU UHGHPSWLRQ RU RWKHUZLVH

Minimum Tier 1 Leverage Ratio´ PHDQV IRU WKH HQWLW\ VXSSO\ LQJ WKH HWWHU RI UHGLW D 7LHU

HYHUDJH 5DWLR RI HLJKW SHUFHQW

Opinion of Counsel´ PHDQV D ZULWWHQ RSLQLRQ RI FRXQVHO ZKR PD\ H[ FHSW DV RWKHUZLVH

H[ SUHVVO\ SURYLGHG LQ WKH QGHQWXUH EH FRXQVHO IRU WKH LVWULFW DQG VKDOO EH DFFHSWDEOH WR WKH 7UXVWHH DQG

ZKHQ JLYHQ ZLWK UHVSHFW WR WKH VWDWXV RI LQWHUHVW RQ DQ\ RQG XQGHU IHGHUDO LQFRPH WD[ ODZ VKDOO EH

FRXQVHO RI QDWLRQDOO\ UHFRJQL] HG VWDQGLQJ LQ WKH ILHOG RI PXQLFLSDO ERQG ODZ DQG ZKHQ JLYHQ ZLWK UHVSHFW

WR WKH VWDWXV RI DQ\ PDWWHU UHODWLQJ WR WKH ODZV RQ EDQNUXSWF\ VKDOO EH FRXQVHO RI QDWLRQDOO\ UHFRJQL] HG

VWDQGLQJ LQ WKH ILHOG RI EDQNUXSWF\ ODZ

Outstanding´ ZKHQ XVHG ZLWK UHVSHFW WR RQGV PHDQV DV RI WKH GDWH RI GHWHUPLQDWLRQ DOO RQGV

WKHUHWRIRUH DXWKHQWLFDWHG DQG GHOLYHUHG XQGHU WKH QGHQWXUH H[ FHSW ZLWKRXW GXSOLFDWLRQ

RQGV WKHUHWRIRUH FDQFHOHG E\ WKH 7UXVWHH RU GHOLYHUHG WR WKH 7UXVWHH IRU FDQFHOODWLRQ



RQGV IRU WKH SD\ PHQW RU UHGHPSWLRQ RI ZKLFK PRQH\ LQ WKH QHFHVVDU\ DPRXQW LV RQ

GHSRVLW ZLWK WKH 7UXVWHH RU DQ\ SD\ LQJ DJHQW IRU WKH ROGHUV RI VXFK RQGV DW WKH 0DWXULW\ WKHUHRI

SURYLGHG KRZHYHU WKDW LI VXFK RQGV DUH WR EH UHGHHPHG QRWLFH RI VXFK UHGHPSWLRQ KDV EHHQ GXO\ JLYHQ

SXUVXDQW WR WKH QGHQWXUH RU ZDLYHG RU SURYLVLRQ WKHUHIRU VDWLVIDFWRU\ WR WKH 7UXVWHH KDV EHHQ PDGH

RQGV LQ H[ FKDQJH IRU RU LQ OLHX RI ZKLFK RWKHU RQGV KDYH EHHQ DXWKHQWLFDWHG DQG

GHOLYHUHG XQGHU WKH QGHQWXUH

RQGV DOOHJHG WR KDYH EHHQ GHVWUR\ HG ORVW RU VWROHQ ZKLFK KDYH EHHQ SDLG DV SURYLGHG LQ

WKH QGHQWXUH DQG

RQGV IRU WKH SD\ PHQW RI WKH SULQFLSDO RI DQG LQWHUHVW RQ ZKLFK PRQH\ RU RYHUQPHQWDO

2EOLJDWLRQV RU ERWK DUH KHOG E\ WKH 7UXVWHH RU DQ HVFURZ DJHQW ZLWK WKH HIIHFW VSHFLILHG LQ XQGHU WKH

KHDGLQJ HIHDVDQFH´ EHORZ

Permitted Investments´ PHDQV FHUWDLQ LQYHVWPHQWV GHVFULEHG LQ WKH QGHQWXUH

Rebate´ PHDQV WKH SD\ PHQW V\ VWHP HVWDEOLVKHG E\ 6HFWLRQ RI WKH RGH ZLWK UHVSHFW WR

FHUWDLQ DUELWUDJH HDUQLQJV E\ D SROLWLFDO VXEGLYLVLRQ RQ DPRXQWV WUHDWHG DV WKH SURFHHGV RI FHUWDLQ

REOLJDWLRQV RI VXFK SROLWLFDO VXEGLYLVLRQ DQG VKDOO LQFOXGH DOO FRVWV DQG H[ SHQVHV LQFXUUHG LQ FRQQHFWLRQ

ZLWK DQG DOORFDEOH WR GHWHUPLQLQJ WKH DPRXQW GXH SXUVXDQW WR VXFK V\ VWHP

Redemption Date´ ZKHQ XVHG ZLWK UHVSHFW WR DQ\ RQG WR EH UHGHHPHG PHDQV WKH GDWH IL[ HG IRU

VXFK UHGHPSWLRQ SXUVXDQW WR WKH WHUPV WKHUHRI DQG WKH QGHQWXUH

Redemption Price´ ZKHQ XVHG ZLWK UHVSHFW WR DQ\ RQG WR EH UHGHHPHG PHDQV WKH SULFH DW

ZKLFK LW LV WR EH UHGHHPHG SXUVXDQW WR WKH QGHQWXUH H[ FOXGLQJ LQVWDOOPHQWV RI LQWHUHVW ZKRVH 6WDWHG

0DWXULW\ LV RQ RU EHIRUH WKH 5HGHPSWLRQ DWH

Stated Maturity´ ZKHQ XVHG ZLWK UHVSHFW WR DQ\ RQG RU DQ\ LQVWDOOPHQW RI LQWHUHVW RQ DQ\ RQG

PHDQV WKH GDWH VSHFLILHG LQ VXFK RQG DV WKH IL[ HG GDWH RQ ZKLFK WKH SULQFLSDO RU VXFK LQVWDOOPHQW RI

LQWHUHVW RQ DQ\ VXFK RQG LV GXH DQG SD\ DEOH

Tier 1 Leverage Ratio” PHDQV WKH UDWLR DW WKDW QDPH HVWDEOLVKHG E\ WKH HGHUDO 5HVHUYH RDUG LQ

RGH DW HGHUDO 5HJXODWLRQV 3DUW SSHQGL[ DQG DQ\ UHSODFHPHQW WKHUHRI DFFHSWDEOH WR WKH

RDUG

7UXVW VWDWH 8QGHU WKH QGHQWXUH

7KH LVWULFW KDV JUDQWHG D VHFXULW\ LQWHUHVW WR WKH 7UXVWHH LQ DOO PRQH\ DQG LQYHVWPHQWV KHOG IRU

WKH FUHGLW RI WKH 7D[ FFRXQW´ RI WKH RQG XQG DQG WKH LVWULFW¶ V LQWHUHVW LQ WKH 6WDQGE\ RQWULEXWLRQ

JUHHPHQW DQG WKH HSRVLWRU\ JUHHPHQW 7KH 7UXVWHH LV UHTXLUHG WR KROG DOO VXFK SURSHUW\ LQ WUXVW IRU

WKH EHQHILW RI DOO RI WKH ROGHUV RI WKH RQGV

RQG XQG

7KH PRQH\ GHSRVLWHG WR WKH RQG XQG LV UHTXLUHG WR EH KHOG E\ WKH 7UXVWHH LQ WUXVW DQG DSSOLHG

VROHO\ DV SURYLGHG LQ WKH QGHQWXUH 7KH LVWULFW LV UHTXLUHG WR GHSRVLW WR WKH 7D[ FFRXQW RI WKH RQG

XQG DPRQJ RWKHU DPRXQWV L DPRXQWV FROOHFWHG E\ RU UHPLWWHG WR WKH LVWULFW DV ad valorem SURSHUW\

WD[ HV WR WKH H[ WHQW SURYLGHG LQ WKH QGHQWXUH DQG LL DPRXQWV SDLG IRU GHSRVLW WKHUHLQ SXUVXDQW WR WKH

6WDQGE\ RQWULEXWLRQ JUHHPHQW DQG WKH HSRVLWRU\ JUHHPHQW 7KH 7D[ FFRXQW RI WKH RQG XQG LV



UHTXLUHG WR EH DSSOLHG E\ WKH 7UXVWHH VROHO\ WR SD\ HEW 6HUYLFH LQ DQ\ IRUP DQG LQ WKH RUGHU GHVFULEHG

EHORZ XQGHU SSOLFDWLRQ RI 0RQH\ V ROOHFWHG 6HFRQG

7KH QGHQWXUH SURYLGHV WKDW PRQH\ KHOG IRU WKH FUHGLW RI L WKH RQG XQG ZLOO EH LQYHVWHG E\ WKH

7UXVWHH LQ FHUWDLQ 7UXVWHH LQ 3HUPLWWHG QYHVWPHQWV DQG RQ HDFK 6HSWHPEHU DQG 0DUFK RI HDFK

LVFDO HDU WKH UHVXOWLQJ LQYHVWPHQW LQFRPH ZLOO EH WUDQVIHUUHG E\ WKH 7UXVWHH WR WKH 7D[ FFRXQW RI WKH

RQG XQG 7KH 7UXVWHH ZLOO VHOO RU SUHVHQW IRU UHGHPSWLRQ DQ\ REOLJDWLRQV VR SXUFKDVHG DV DQ

LQYHVWPHQW SXUVXDQW WR WKH QGHQWXUH ZKHQHYHU LW LV QHFHVVDU\ WR GR VR LQ RUGHU WR SURYLGH PRQH\ WR PDNH

DQ\ SD\ PHQW RU WUDQVIHU RI PRQH\ UHTXLUHG WKHUHE\ QYHVWPHQWV ZLOO PDWXUH RU ZLOO EH VXEMHFW WR

UHGHPSWLRQ E\ WKH KROGHU WKHUHRI DW WKH RSWLRQ RI VXFK KROGHU ZLWKRXW SHQDOW\ QRW ODWHU WKDQ WKH UHVSHFWLYH

GDWHV ZKHQ VXFK PRQH\ LV H[ SHFWHG WR EH UHTXLUHG IRU WKH SXUSRVH LQWHQGHG 2EOLJDWLRQV VR SXUFKDVHG DV

DQ LQYHVWPHQW RI DQ\ PRQH\ FUHGLWHG WR DQ\ IXQG HVWDEOLVKHG SXUVXDQW WR WKH QGHQWXUH ZLOO EH GHHPHG DW

DOO WLPHV WR EH D SDUW RI VXFK IXQG 7KH LQYHVWPHQW LQFRPH RQ REOLJDWLRQV VR SXUFKDVHG DQG DQ\ SURILW

UHDOL] HG IURP VXFK LQYHVWPHQW ZLOO EH FUHGLWHG WR VXFK IXQG DQG DQ\ ORVV UHVXOWLQJ IURP VXFK LQYHVWPHQW

ZLOO EH FKDUJHG WR VXFK IXQG OO PRQH\ KHOG E\ WKH 7UXVWHH SXUVXDQW WR WKH QGHQWXUH ZLOO EH

FRQWLQXRXVO\ VHFXUHG LQ WKH PDQQHU DQG WR WKH IXOOHVW H[ WHQW WKHQ UHTXLUHG E\ DSSOLFDEOH 6WDWH RU IHGHUDO

ODZV DQG UHJXODWLRQV UHJDUGLQJ WKH VHFXULW\ IRU RU JUDQWLQJ D SUHIHUHQFH LQ WKH FDVH RI WKH GHSRVLW RI WUXVW

IXQGV 7KH 7UXVWHH ZLOO QRW EH OLDEOH IRU DQ\ ORVV UHVXOWLQJ IURP DQ\ VXFK LQYHVWPHQW H[ FHSWLQJ RQO\ VXFK

ORVVHV DV PD\ KDYH UHVXOWHG IURP GLVUHJDUG RU QHJOLJHQW LPSOHPHQWDWLRQ RI DQ\ SHUPLWWHG GLUHFWLRQ E\ WKH

LVWULFW

5HPHGLHV XQGHU WKH 7UXVW QGHQWXUH

7KH 7UXVWHH LQ LWV GLVFUHWLRQ VXEMHFW WR WKH RWKHU SURYLVLRQV RI WKH QGHQWXUH PD\ SURFHHG WR

SURWHFW DQG HQIRUFH LWV ULJKWV DQG WKH ULJKWV RI WKH ROGHUV RI WKH RQGV XQGHU WKH QGHQWXUH E\ D VXLW

DFWLRQ RU SURFHHGLQJ LQ HTXLW\ RU DW ODZ RU RWKHUZLVH ZKHWKHU IRU WKH VSHFLILF SHUIRUPDQFH RI DQ\

FRYHQDQW RU DJUHHPHQW FRQWDLQHG LQ WKH QGHQWXUH WKH 6WDQGE\ RQWULEXWLRQ JUHHPHQW RU WKH HSRVLWRU\

JUHHPHQW RU LQ DLG RI WKH H[ HFXWLRQ RI DQ\ SRZHU JUDQWHG LQ WKH QGHQWXUH WKH 6WDQGE\ RQWULEXWLRQ

JUHHPHQW RU WKH HSRVLWRU\ JUHHPHQW RU IRU WKH HQIRUFHPHQW RI DQ\ RWKHU OHJDO HTXLWDEOH RU RWKHU

UHPHG\ DV WKH 7UXVWHH EHLQJ DGYLVHG E\ FRXQVHO GHHPV PRVW HIIHFWXDO WR SURWHFW DQG HQIRUFH DQ\ RI WKH

ULJKWV RI WKH 7UXVWHH RU WKH ROGHUV RI WKH RQGV 7KH QGHQWXUH SURYLGHV WKDW LQ DGGLWLRQ WR DOO ULJKWV

DQG UHPHGLHV RI DQ\ ROGHU RI D RQG SURYLGHG WKHUHLQ LQ WKH HYHQW WKH LVWULFW GHIDXOWV LQ WKH SD\ PHQW

RI WKH SULQFLSDO RI RU SUHPLXP LI DQ\ RU LQWHUHVW RQ DQ\ RI WKH RQGV ZKHQ GXH RU GHIDXOWV LQ WKH

REVHUYDQFH RU SHUIRUPDQFH RU WKH FDXVLQJ RI WKH REVHUYDQFH RU SHUIRUPDQFH RI DQ\ RI WKH FRYHQDQWV

FRQGLWLRQV RU REOLJDWLRQV VHW IRUWK LQ WKH RQG 5HVROXWLRQ WKH QGHQWXUH WKH 6WDQGE\ RQWULEXWLRQ

JUHHPHQW RU WKH HSRVLWRU\ JUHHPHQW WKH 7UXVWHH ZLOO EH HQWLWOHG WR WKH H[ WHQW DYDLODEOH SXUVXDQW WR

DSSOLFDEOH ODZ WR D ZULW RI PDQGDPXV LVVXHG E\ D FRXUW RI SURSHU MXULVGLFWLRQ FRPSHOOLQJ DQG UHTXLULQJ

WKH PHPEHUV RI WKH RDUG DQG RWKHU RIILFHUV RI WKH LVWULFW WR PDNH VXFK SD\ PHQW RU WR REVHUYH DQG

SHUIRUP RU FDXVH WKH REVHUYDWLRQ RU SHUIRUPDQFH RI DQ\ FRYHQDQW REOLJDWLRQ RU FRQGLWLRQ SUHVFULEHG LQ

WKH RQG 5HVROXWLRQ WKH QGHQWXUH WKH 6WDQGE\ RQWULEXWLRQ JUHHPHQW RU WKH HSRVLWRU\ JUHHPHQW

1RWZLWKVWDQGLQJ WKH IRUHJRLQJ LI WKH 7UXVWHH LV XQZLOOLQJ RU XQDEOH WR SHUIRUP DQ\ RI WKH IRUHJRLQJ ZLWK

UHVSHFW WR WKH 6WDQGE\ RQWULEXWLRQ JUHHPHQW RU WKH HSRVLWRU\ JUHHPHQW DQG WKH UHVXOW ZLOO EH DQ

LQFUHDVH RI WKH OHY\ RI SURSHUW\ WD[ HV IRU WKH QH[ W LVFDO HDU WKH VVXHU PD\ LQGHSHQGHQWO\ WDNH

ZKDWHYHU DFWLRQ LV QHFHVVDU\ LQ WKH MXGJPHQW RI WKH RDUG WR PLWLJDWH WKH HIIHFW LQ IXWXUH LVFDO HDUV

7KH QGHQWXUH FRQWDLQV QR SURYLVLRQ IRU DFFHOHUDWLRQ RI PDWXULW\ RI SULQFLSDO RI WKH RQGV LQ WKH HYHQW RI

GHIDXOW 7KH UHPHG\ RI PDQGDPXV GHVFULEHG DERYH ZRXOG KDYH WR EH H[ HUFLVHG XSRQ HDFK VHSDUDWH

GHIDXOW DQG PD\ WKHUHIRUH SURYH FRVWO\ WLPH FRQVXPLQJ DQG GLIILFXOW WR HQIRUFH 7KH ULJKWV DQG

UHPHGLHV RI ROGHUV RI WKH RQGV DQG WKH HQIRUFHDELOLW\ RI WKH RQGV PD\ DOVR EH OLPLWHG E\ EDQNUXSWF\

UHRUJDQL] DWLRQ DQG RWKHU VLPLODU ODZV DIIHFWLQJ WKH HQIRUFHPHQW RI FUHGLWRUV¶ ULJKWV JHQHUDOO\ 6HH 5,6.
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I

GHIDXOW RFFXUV LQ WKH SD\ PHQW RI DQ\ LQWHUHVW RQ DQ\ RQG ZKHQ VXFK LQWHUHVW EHFRPHV

GXH DQG SD\ DEOH RU

GHIDXOW RFFXUV LQ WKH SD\ PHQW RI WKH SULQFLSDO RI RU SUHPLXP LI DQ\ RQ DQ\ RQG DW LWV

0DWXULW\

WKHQ XSRQ GHPDQG RI WKH 7UXVWHH WKH LVWULFW ZLOO SD\ RU FDXVH WR EH SDLG WR WKH 7UXVWHH IRU WKH

EHQHILW RQ WKH ROGHUV RI VXFK RQGV WKH DPRXQW VR GXH DQG SD\ DEOH RQ WKH RQGV IRU SULQFLSDO DQG

SUHPLXP LI DQ\ EXW QRW DQ\ VXFK DPRXQWV GXH LQ WKH IXWXUH DQG LQWHUHVW DQG LQ DGGLWLRQ WKHUHWR VXFK

IXUWKHU DPRXQW DV ZLOO EH VXIILFLHQW WR FRYHU WKH FRVWV DQG H[ SHQVHV RI DGPLQLVWUDWLRQ DQG FROOHFWLRQ

LQFOXGLQJ WKH UHDVRQ DEOH FRPSHQVDWLRQ H[ SHQVHV GLVEXUVHPHQWV DQG DGYDQFHV RI WKH 7UXVWHH DQG LWV

DJHQWV DQG FRXQVHO I WKH LVWULFW IDLOV WR SD\ RU FDXVH WR EH SDLG VXFK DPRXQWV IRUWKZLWK XSRQ VXFK

GHPDQG WKH 7UXVWHH LQ LWV RZQ QDPH DQG DV WUXVWHH RI DQ H[ SUHVV WUXVW ZLOO EH HQWLWOHG WR VXH IRU DQG

UHFRYHU MXGJPHQW DJDLQVW WKH LVWULFW IRU WKH DPRXQW WKHQ VR GXH DQG XQSDLG

7KH 7UXVWHH ZLOO EH HQWLWOHG WR VXH DQG UHFRYHU MXGJPHQW DV DIRUHVDLG HLWKHU EHIRUH DIWHU RU

GXULQJ WKH SHQGHQF\ RI DQ\ SURFHHGLQJV IRU WKH HQIRUFHPHQW RI WKH OLHQ RI WKH QGHQWXUH DQG LQ FDVH RI D

VDOH RI WKH WUXVW HVWDWH HVWDEOLVKHG SXUVXDQW WR WKH QGHQWXUH DQG WKH DSSOLFDWLRQ RI WKH SURFHHGV RI VDOH DV

DIRUHVDLG WKH 7UXVWHH LQ LWV RZQ QDPH DQG DV WUXVWHH RI DQ H[ SUHVV WUXVW ZLOO EH HQWLWOHG WR HQIRUFH

SD\ PHQW RI DQG WR UHFHLYH DOO DPRXQWV WKHQ UHPDLQLQJ GXH DQG XQSDLG XSRQ WKH 2XWVWDQGLQJ RQGV IRU

WKH EHQHILW RI WKH ROGHUV WKHUHRI DQG ZLOO EH HQWLWOHG WR UHFRYHU MXGJPHQW IRU DQ\ SRUWLRQ RI WKH VDPH

UHPDLQLQJ XQSDLG ZLWK LQWHUHVW DV DIRUHVDLG 1R UHFRYHU\ RI DQ\ VXFK MXGJPHQW XSRQ DQ\ SURSHUW\ RI WKH

LVWULFW ZLOO DIIHFW RU LPSDLU WKH OLHQ RQ WKH QGHQWXUH XSRQ WKH WUXVW HVWDWH RU DQ\ ULJKWV SRZHUV RU

UHPHGLHV RI WKH 7UXVWHH WKHUHXQGHU RU DQ\ ULJKWV SRZHUV RU UHPHGLHV RI WKH ROGHUV RI WKH RQGV

SSOLFDWLRQ RI 0RQH\ ROOHFWHG

Q\ PRQH\ FROOHFWHG E\ WKH 7UXVWHH SXUVXDQW WR WKH 5HPHGLHV XQGHU WKH 7UXVW QGHQWXUH´ DERYH

WRJHWKHU ZLWK DQ\ RWKHU VXPV WKHQ KHOG E\ WKH 7UXVWHH DV SDUW RI WKH WUXVW HVWDWH HVWDEOLVKHG SXUVXDQW WR WKH

QGHQWXUH ZLOO EH DSSOLHG LQ WKH IROORZLQJ RUGHU DW WKH GDWH RU GDWHV IL[ HG E\ WKH 7UXVWHH DQG LQ FDVH RI

WKH GLVWULEXWLRQ RI VXFK PRQH\ RQ DFFRXQW RI SULQFLSDO RU SUHPLXP LI DQ\ RU LQWHUHVW XSRQ SUHVHQWDWLRQ

RI WKH RQGV DQG WKH QRWDWLRQ WKHUHRQ RI WKH SD\ PHQW LI RQO\ SDUWLDOO\ SDLG DQG XSRQ VXUUHQGHU WKHUHRI LI

IXOO\ SDLG

LUVW 7R WKH SD\ PHQW RI DOO XQSDLG DPRXQWV GXH WKH 7UXVWHH XQGHU WKH DSSOLFDEOH

SURYLVLRQV RI WKH QGHQWXUH

6HFRQG 7R WKH SD\ PHQW RI DQ\ DPRXQWV GXH IRU 5HEDWH DQG WKHQ WKH ZKROH DPRXQW WKHQ

GXH DQG XQSDLG XSRQ WKH 2XWVWDQGLQJ RQGV IRU SULQFLSDO RI DQG SUHPLXP LI DQ\ DQG

LQWHUHVW RQ WKH RQGV DQG WR WKH H[ WHQW WKDW VXFK LQWHUHVW KDV EHHQ FROOHFWHG E\ WKH

7UXVWHH RU D VXP VXIILFLHQW WKHUHIRU KDV EHHQ VR FROOHFWHG DQG SD\ PHQW WKHUHRI LV OHJDOO\

HQIRUFHDEOH DW WKH UHVSHFWLYH UDWH RU UDWHV SUHVFULEHG WKHUHIRU LQ WKH RQGV RQ RYHUGXH

SULQFLSDO DQG SUHPLXP LI DQ\ DQG LQ FDVH VXFK SURFHHGV ZLOO EH VXIILFLHQW WR SD\ LQ IXOO

WKH ZKROH DPRXQW VR GXH DQG XQSDLG XSRQ VXFK RQGV WKHQ WR WKH SD\PHQW RI VXFK

SULQFLSDO DQG LQWHUHVW ZLWKRXW DQ\ SUHIHUHQFH RU SULRULW\ UDWDEO\ DFFRUGLQJ WR WKH

DJJUHJDWH DPRXQW VR GXH DQG

7KLUG 7R WKH SD\ PHQW RI WKH UHPDLQGHU LI DQ\ WR WKH LVWULFW RU WR ZKRVRHYHU PD\ EH

ODZIXOO\ HQWLWOHG WR UHFHLYH WKH VDPH RU DV D FRXUW RI FRPSHWHQW MXULVGLFWLRQ PD\ GLUHFW



RQWURO E\ ROGHUV RI WKH RQGV

7KH ROGHUV RI D PDMRULW\ LQ SULQFLSDO DPRXQW RI WKH 2XWVWDQGLQJ RQGV DIIHFWHG WKHUHE\ ZLOO

KDYH WKH ULJKW VXEMHFW WR SURYLGLQJ LQGHPQLW\ WR WKH 7UXVWHH DV GHVFULEHG EHORZ

WR UHTXLUH WKH 7UXVWHH WR SURFHHG WR HQIRUFH WKH QGHQWXUH HLWKHU E\ MXGLFLDO SURFHHGLQJV

IRU WKH HQIRUFHPHQW RI WKH SD\ PHQW RI WKH RQGV DQG WKH IRUHFORVXUH RI WKH QGHQWXUH WKH

VDOH RI WKH WUXVW HVWDWH HVWDEOLVKHG SXUVXDQW WR WKH QGHQWXUH RU RWKHUZLVH DQG

WR GLUHFW WKH WLPH PHWKRG DQG SODFH RI FRQGXFWLQJ DQ\ SURFHHGLQJ IRU DQ\ UHPHG\

DYDLODEOH WR WKH 7UXVWHH RU H[ HUFLVLQJ DQ\ WUXVW RU SRZHU FRQIHUUHG XSRQ WKH 7UXVWHH

XQGHU WKH QGHQWXUH SURYLGHG WKDW

D VXFK GLUHFWLRQ ZLOO QRW EH LQ FRQIOLFW ZLWK DQ\ UXOH RI ODZ RU WKH QGHQWXUH

E WKH 7UXVWHH PD\ WDNH DQ\ RWKHU DFWLRQ GHHPHG SURSHU E\ WKH 7UXVWHH ZKLFK LV QRW

LQFRQVLVWHQW ZLWK VXFK GLUHFWLRQ

F WKH 7UXVWHH KDV QRW GHWHUPLQHG WKDW WKH DFWLRQ VR GLUHFWHG ZRXOG EH XQMXVWO\

SUHMXGLFLDO WR WKH ROGHUV QRW WDNLQJ SDUW LQ VXFK GLUHFWLRQ DQG

G LI WKH UHPHG\ UHTXLUHV WKH FRQVHQW RI D FHUWDLQ QXPEHU RI WKH ROGHUV VXFK

FRQVHQW KDV EHHQ SURYLGHG

HIRUH WDNLQJ DFWLRQ SXUVXDQW WR WKH QGHQWXUH WKH 7UXVWHH PD\ UHTXLUH WKDW D VDWLVIDFWRU\

LQGHPQLW\ ERQG EH IXUQLVKHG WR LW IRU WKH UHLPEXUVHPHQW RI DOO H[ SHQVHV ZKLFK LW PD\ LQFXU DQG WR SURWHFW

LW DJDLQVW DOO OLDELOLW\ E\ UHDVRQ RI DQ\ DFWLRQ VR WDNHQ H[ FHSW OLDELOLW\ ZKLFK LV DGMXGLFDWHG WR KDYH

UHVXOWHG IURP LWV QHJOLJHQFH RU ZLOOIXO PLVFRQGXFW 7KH 7UXVWHH PD\ WDNH DFWLRQ ZLWKRXW WKDW LQGHPQLW\

DQG LQ WKDW FDVH WKH LVWULFW ZLOO UHLPEXUVH WKH 7UXVWHH IRU DOO RI WKH H[ SHQVHV RI WKH 7UXVWHH SXUVXDQW WR

WKH QGHQWXUH

DFK ROGHU RI DQ\ RQG E\ KLV DFFHSWDQFH WKHUHRI ZLOO EH GHHPHG WR KDYH DJUHHG WKDW DQ\ FRXUW

PD\ LQ LWV GLVFUHWLRQ UHTXLUH LQ DQ\ VXLW IRU WKH HQIRUFHPHQW RI DQ\ ULJKW RU UHPHG\ XQGHU WKH QGHQWXUH

RU LQ DQ\ VXLW DJDLQVW WKH 7UXVWHH IRU DQ\ DFWLRQ WDNHQ RU RPLWWHG E\ LW DV 7UXVWHH WKH ILOLQJ E\ DQ\ SDUW\

OLWLJDQW LQ VXFK VXLW RI DQ XQGHUWDNLQJ WR SD\ WKH FRVWV RI VXFK VXLW DQG WKDW VXFK FRXUW PD\ LQ LWV

GLVFUHWLRQ DVVHVV UHDVRQDEOH FRVWV DJDLQVW DQ\ SDUW\ OLWLJDQW LQ VXFK VXLW KDYLQJ GXH UHJDUG WR WKH PHULWV

DQG JRRG IDLWK RI WKH FODLPV RU GHIHQVHV PDGH E\ VXFK SDUW\ OLWLJDQW RZHYHU WKH SURYLVLRQV RI WKH

QGHQWXUH ZLOO QRW DSSO\ WR DQ\ VXLW LQVWLWXWHG E\ RU DJDLQVW WKH 7UXVWHH WR DQ\ VXLW LQVWLWXWHG E\ DQ\

ROGHU RI D RQG RU JURXS RI ROGHUV RI WKH RQGV DIIHFWHG WKHUHE\ KROGLQJ LQ DJJUHJDWH PRUH WKDQ WHQ

SHUFHQW LQ SULQFLSDO DPRXQW RI WKH 2XWVWDQGLQJ RQGV RU WR DQ\ VXLW LQVWLWXWHG E\ DQ\ ROGHU RI D RQG

IRU WKH HQIRUFHPHQW RI WKH SD\ PHQW RI WKH SULQFLSDO RI RU LQWHUHVW RQ DQ\ RQG RQ RU DIWHU WKH 6WDWHG

0DWXULW\ H[ SUHVVHG LQ VXFK RQG RU LQ WKH FDVH RI UHGHPSWLRQ RQ RU DIWHU WKH 5HGHPSWLRQ DWH

6XSSOHPHQWDO QGHQWXUHV DQG PHQGPHQWV WR HUWDLQ RFXPHQWV

LWKRXW WKH FRQVHQW RI WKH ROGHUV RI DQ\ RQGV DQG XQGHU FHUWDLQ FLUFXPVWDQFHV GHVFULEHG LQ

WKH QGHQWXUH WKH LVWULFW DQG WKH 7UXVWHH PD\ IURP WLPH WR WLPH HQWHU LQWR LQGHQWXUHV VXSSOHPHQWDO WR WKH

QGHQWXUH RU DGRSW D UHVROXWLRQ DPHQGLQJ WKH RQG 5HVROXWLRQ RU DPHQG WKH 6WDQGE\ RQWULEXWLRQ

JUHHPHQW RU WKH HSRVLWRU\ JUHHPHQW L WR FRUUHFW RU DPSOLI\ WKH GHVFULSWLRQ RI DQ\ SURSHUW\ VXEMHFW

WR WKH OLHQ RI WKH QGHQWXUH RU EHWWHU WR DVVXUH FRQYH\ DQG FRQILUP XQWR WKH 7UXVWHH DQ\ SURSHUW\ VXEMHFW

RU UHTXLUHG WR EH VXEMHFWHG WR WKH OLHQ RI WKH QGHQWXUH RU WR VXEMHFW WR WKH OLHQ RI WKH QGHQWXUH DGGLWLRQDO

SURSHUW\ LL WR DGG WR WKH FRQGLWLRQV OLPLWDWLRQV DQG UHVWULFWLRQV RQ WKH DXWKRUL] HG DPRXQW WHUPV RU



SXUSRVHV RI LVVXH DXWKHQWLFDWLRQ DQG GHOLYHU\ RI RQGV DQ\ DGGLWLRQDO FRQGLWLRQV OLPLWDWLRQV DQG

UHVWULFWLRQV WKHUHDIWHU WR EH REVHUYHG LLL WR HYLGHQFH WKH VXFFHVVLRQ RI DQRWKHU HQWLW\ WR WKH LVWULFW DQG

WKH DVVXPSWLRQ E\ DQ\ VXFK VXFFHVVRU RI WKH FRYHQDQWV RI WKH LVWULFW LQ WKH RQGV WKH QGHQWXUH WKH

RQG 5HVROXWLRQ WKH 6WDQGE\ RQWULEXWLRQ JUHHPHQW RU WKH HSRVLWRU\ JUHHPHQW LY WR DGG WR WKH

FRYHQDQWV RI WKH LVWULFW IRU WKH EHQHILW RI WKH ROGHUV RI DOO WKH RQGV Y WR DOORZ WKH UHSODFHPHQW RI

WKH HWWHU RI UHGLW ZLWK DQ DPRXQW RI FDVK HTXDO WR WKH IDFH DPRXQW WKHUHRI XSRQ WHUPV DQG FRQGLWLRQV

WKH VVXHU 5HSUHVHQWDWLYH LQ KLV VROH DQG DEVROXWH GLVFUHWLRQ GHHPV DSSURSULDWH LQFOXGLQJ UHTXLUHPHQWV

IRU RSLQLRQV RI FRXQVHO RQ VXEMHFWV KH GHHPV QHFHVVDU\ RU YL WR FXUH DQ\ DPELJXLW\ WR FRUUHFW RU

VXSSOHPHQW DQ\ SURYLVLRQ LQ WKH QGHQWXUH WKH RQG 5HVROXWLRQ WKH 6WDQGE\ RQWULEXWLRQ JUHHPHQW RU

WKH HSRVLWRU\ JUHHPHQW ZKLFK PD\ EH LQFRQVLVWHQW ZLWK DQ\ RWKHU SURYLVLRQV WKHUHRI RU WR PDNH DQ\

RWKHU SURYLVLRQV ZLWK UHVSHFW WR PDWWHUV RU TXHVWLRQV DULVLQJ WKHUHXQGHU ZKLFK ZLOO QRW EH LQFRQVLVWHQW

ZLWK WKH SURYLVLRQV WKHUHRI LI VXFK DFWLRQV ZLOO QRW DGYHUVHO\ DIIHFW WKH LQWHUHVWV RI WKH ROGHUV RI WKH

RQGV

LWK WKH FRQVHQW RI WKH ROGHUV RI QRW OHVV WKDQ D PDMRULW\ LQ SULQFLSDO DPRXQW RI WKH RQGV

DIIHFWHG E\ VXFK VXSSOHPHQWDO QGHQWXUH RU DPHQGPHQW WR WKH RQG 5HVROXWLRQ WKH 6WDQGE\ RQWULEXWLRQ

JUHHPHQW RU WKH HSRVLWRU\ JUHHPHQW DQG XQGHU FHUWDLQ FLUFXPVWDQFHV GHVFULEHG LQ WKH QGHQWXUH WKH

LVWULFW DQG WKH 7UXVWHH PD\ DOVR HQWHU LQWR LQGHQWXUHV VXSSOHPHQWDO WR WKH QGHQWXUH RU DPHQGPHQWV WR

WKH RQG 5HVROXWLRQ WKH 6WDQGE\ RQWULEXWLRQ JUHHPHQW RU WKH HSRVLWRU\ JUHHPHQW IRU WKH SXUSRVH

RI DGGLQJ DQ\ RWKHU SURYLVLRQV WR RU FKDQJLQJ LQ DQ\ RWKHU PDQQHU RU HOLPLQDWLQJ DQ\ RI WKH SURYLVLRQV RI

WKH QGHQWXUH WKH 6WDQGE\ RQWULEXWLRQ JUHHPHQW RU WKH HSRVLWRU\ JUHHPHQW RU RI PRGLI\ LQJ LQ

DQRWKHU PDQQHU WKH ULJKWV RI WKH ROGHUV RI WKH RQGV XQGHU WKH QGHQWXUH WKH RQG 5HVROXWLRQ WKH

6WDQGE\ RQWULEXWLRQ JUHHPHQW RU WKH HSRVLWRU\ JUHHPHQW RZHYHU QR VXSSOHPHQWDO LQGHQWXUH RU

DPHQGPHQW ZLWKRXW WKH FRQVHQW RI WKH ROGHU RI HDFK 2XWVWDQGLQJ RQG DIIHFWHG WKHUHE\ LV SHUPLWWHG E\

WKH QGHQWXUH WR L FKDQJH WKH 6WDWHG 0DWXULW\ RI WKH SULQFLSDO RI RU DQ\ LQVWDOOPHQW RI LQWHUHVW RQ DQ\

RQG RU UHGXFH WKH SULQFLSDO DPRXQW RI RU WKH LQWHUHVW RQ DQ\ RQG RU FKDQJH DQ\ SODFH RI SD\ PHQW

ZKHUH RU WKH FRLQ RU FXUUHQF\ LQ ZKLFK DQ\ RQG RU WKH LQWHUHVW RQ DQ\ RQG LV SD\ DEOH RU LPSDLU WKH

ULJKW WR LQVWLWXWH VXLW IRU WKH HQIRUFHPHQW RI DQ\ VXFK SD\ PHQW RQ RU DIWHU WKH VWDWHG PDWXULW\ WKHUHRI RU

LQ WKH FDVH RI UHGHPSWLRQ RQ RU DIWHU WKH 5HGHPSWLRQ DWH LL UHGXFH WKH SHUFHQWDJH LQ SULQFLSDO

DPRXQW RI WKH 2XWVWDQGLQJ RQGV WKH FRQVHQW RI WKH ROGHUV RI ZKLFK LV UHTXLUHG IRU DQ\ VXSSOHPHQWDO

LQGHQWXUH RU DPHQGPHQW WR WKH RQG 5HVROXWLRQ WKH 6WDQGE\ RQWULEXWLRQ JUHHPHQW RU WKH HSRVLWRU\

JUHHPHQW RU WKH FRQVHQW RI ROGHUV RI ZKLFK LV UHTXLUHG IRU DQ\ ZDLYHU SURYLGHG IRU LQ WKH QGHQWXUH RI

FRPSOLDQFH ZLWK FHUWDLQ SURYLVLRQV RI WKH QGHQWXUH RU FHUWDLQ GHIDXOWV XQGHU WKH QGHQWXUH DQG WKHLU

FRQVHTXHQFHV LLL PRGLI\ RU DOWHU WKH SURYLVLRQV RI WKH SURYLVR WR WKH GHILQLWLRQ RI WKH WHUP

2XWVWDQGLQJ´ LQ WKH QGHQWXUH RU LY PRGLI\ DQ\ RI WKH SURYLVLRQV RI WKH QGHQWXUH FRQFHUQLQJ DSSURYDO

RI VXSSOHPHQWDO LQGHQWXUHV RU DPHQGPHQWV WR WKH RQG 5HVROXWLRQ WKH 6WDQGE\ RQWULEXWLRQ JUHHPHQW

RU WKH HSRVLWRU\ JUHHPHQW H[ FHSW WR LQFUHDVH DQ\ SHUFHQWDJH RI WKH ROGHUV RI RQGV QHFHVVDU\ IRU

DSSURYDO RU WR SURYLGH WKDW FHUWDLQ SURYLVLRQV RI WKH QGHQWXUH FDQQRW EH PRGLILHG RU ZDLYHG ZLWKRXW WKH

FRQVHQW RI WKH ROGHU RI HDFK RQG DIIHFWHG WKHUHE\ 7KH 7UXVWHH PD\ LQ LWV GLVFUHWLRQ GHWHUPLQH

ZKHWKHU RU QRW DQ\ RQGV ZRXOG EH DIIHFWHG E\ DQ\ VXSSOHPHQWDO LQGHQWXUH RU DPHQGPHQW WR WKH RQG

5HVROXWLRQ WKH 6WDQGE\ RQWULEXWLRQ JUHHPHQW RU WKH HSRVLWRU\ JUHHPHQW DQG DQ\ VXFK

GHWHUPLQDWLRQ ZLOO EH FRQFOXVLYH XSRQ HDFK ROGHU RI WKH RQGV ZKHWKHU WKHUHWRIRUH RU WKHUHDIWHU

DXWKHQWLFDWHG DQG GHOLYHUHG XQGHU WKH 7UXVW QGHQWXUH 7KH 7UXVWHH ZLOO QRW EH OLDEOH IRU DQ\ VXFK

GHWHUPLQDWLRQ PDGH LQ JRRG IDLWK

RQFHUQLQJ WKH 7UXVWHH

7KH 7UXVWHH KDV XQGHUWDNHQ WR SHUIRUP VXFK GXWLHV DQG RQO\ VXFK GXWLHV DV DUH VSHFLILFDOO\ VHW

IRUWK LQ WKH QGHQWXUH DQG QR LPSOLHG FRYHQDQWV RU REOLJDWLRQV VKRXOG EH UHDG LQWR WKH QGHQWXUH DJDLQVW

WKH 7UXVWHH Q WKH DEVHQFH RI EDG IDLWK RQ LWV SDUW WKH 7UXVWHH PD\ FRQFOXVLYHO\ UHO\ DV WR WKH WUXWK RI

WKH VWDWHPHQWV DQG WKH FRUUHFWQHVV RI WKH RSLQLRQV H[ SUHVVHG WKHUHLQ XSRQ FHUWLILFDWHV RU RSLQLRQV

IXUQLVKHG WR WKH 7UXVWHH DQG FRQIRUPLQJ WR WKH UHTXLUHPHQWV RI WKH QGHQWXUH RZHYHU LQ WKH FDVH RI



DQ\ VXFK FHUWLILFDWHV RU RSLQLRQV ZKLFK E\ DQ\ SURYLVLRQ RI WKH QGHQWXUH DUH VSHFLILFDOO\ UHTXLUHG WR EH

IXUQLVKHG WR WKH 7UXVWHH WKH 7UXVWHH ZLOO EH XQGHU D GXW\ WR H[ DPLQH WKH VDPH WR GHWHUPLQH ZKHWKHU RU QRW

WKH\ FRQIRUP RQ WKHLU IDFH WR WKH UHTXLUHPHQWV RI WKH QGHQWXUH

1R SURYLVLRQ RI WKH QGHQWXUH ZLOO EH FRQVWUXHG WR UHOLHYH WKH 7UXVWHH IURP OLDELOLW\ IRU LWV RZQ

QHJOLJHQW DFWLRQ LWV RZQ QHJOLJHQW IDLOXUH WR DFW RU LWV RZQ ZLOOIXO PLVFRQGXFW H[ FHSW WKDW

WKLV SDUDJUDSK ZLOO QRW EH FRQVWUXHG WR OLPLW WKH HIIHFW RI WKH SUHFHGLQJ SDUDJUDSK

WKH 7UXVWHH ZLOO QRW EH OLDEOH IRU DQ\ HUURU RI MXGJPHQW PDGH LQ JRRG IDLWK E\ D

UHVSRQVLEOH RIILFHU RI WKH 7UXVWHH XQOHVV LW VKDOO EH SURYHG WKDW WKH 7UXVWHH ZDV QHJOLJHQW

WKH 7UXVWHH ZLOO QRW EH OLDEOH ZLWK UHVSHFW WR DQ\ DFWLRQ WDNHQ RU RPLWWHG WR EH WDNHQ E\ LW

LQ JRRG IDLWK LQ DFFRUGDQFH ZLWK WKH GLUHFWLRQ RI WKH ROGHUV RI D PDMRULW\ LQ SULQFLSDO

DPRXQW RI WKH 2XWVWDQGLQJ RQGV RU WR WKH WLPH PHWKRG DQG SODFH RI FRQGXFWLQJ DQ\

SURFHHGLQJ IRU DQ\ UHPHG\ DYDLODEOH WR WKH 7UXVWHH RU H[ HUFLVLQJ DQ\ WUXVW RU SRZHU

FRQIHUUHG XSRQ WKH 7UXVWHH XQGHU WKH QGHQWXUH DQG

QR SURYLVLRQ RI WKH QGHQWXUH ZLOO UHTXLUH WKH 7UXVWHH WR H[ SHQG RU ULVN LWV RZQ IXQGV RU

RWKHUZLVH LQFXU DQ\ ILQDQFLDO OLDELOLW\ LQ WKH SHUIRUPDQFH RI DQ\ RI LWV GXWLHV XQGHU WKH

QGHQWXUH RU LQ WKH H[ HUFLVH RI DQ\ RI LWV ULJKWV RU SRZHUV XQOHVV LW LV SURYLGHG LQGHPQLW\

LQ FRQQHFWLRQ WKHUHZLWK DV SURYLGHG LQ WKH QGHQWXUH

FHSW DV RWKHUZLVH SURYLGHG LQ WKH QGHQWXUH

WKH 7UXVWHH PD\ UHO\ DQG ZLOO EH SURWHFWHG LQ DFWLQJ RU UHIUDLQLQJ IURP DFWLQJ XSRQ

D DQ\ UHVROXWLRQ FHUWLILFDWH VWDWHPHQW LQVWUXPHQW RSLQLRQ UHSRUW QRWLFH UHTXHVW

GLUHFWLRQ FRQVHQW RUGHU ERQG WHOH[ RU RWKHU SDSHU GRFXPHQW RU

FRPPXQLFDWLRQ UHDVRQDEO\ EHOLHYHG E\ LW WR EH JHQXLQH DQG WR KDYH EHHQ VLJQHG

RU SUHVHQWHG E\ WKH SURSHU SHUVRQV DQG

E IDLOXUH RI WKH 7UXVWHH WR UHFHLYH DQ\ VXFK SDSHU GRFXPHQW RU FRPPXQLFDWLRQ LI

SULRU UHFHLSW WKHUHRI LV UHTXLUHG E\ WKH QGHQWXUH EHIRUH WKH 7UXVWHH LV WR WDNH RU

UHIUDLQ IURP WDNLQJ DQ\ DFWLRQ

DQ\ UHTXHVW RU GLUHFWLRQ RI WKH LVWULFW PHQWLRQHG LQ WKH QGHQWXUH ZLOO EH VXIILFLHQWO\

HYLGHQFHG E\ D UHTXHVW RI WKH LVWULFW DQG DQ\ RUGHU RU UHVROXWLRQ RI WKH LVWULFW PD\ EH

VXIILFLHQWO\ HYLGHQFHG E\ D UHVROXWLRQ RI WKH ERDUG RI WKH LVWULFW

ZKHQHYHU LQ WKH DGPLQLVWUDWLRQ RI WKH QGHQWXUH WKH 7UXVWHH ZLOO GHHP LW GHVLUDEOH WKDW D

PDWWHU EH SURYHG RU HVWDEOLVKHG SULRU WR WDNLQJ VXIIHULQJ RU RPLWWLQJ DQ\ DFWLRQ

GHVFULEHG KHUHXQGHU WKH 7UXVWHH XQOHVV RWKHU HYLGHQFH EH KHUHLQ VSHFLILFDOO\ SUHVFULEHG

PD\ LQ WKH DEVHQFH RI EDG IDLWK RQ LWV SDUW UHO\ XSRQ D FHUWLILFDWH RI DQ RIILFHU RI WKH

LVWULFW

WKH 7UXVWHH PD\ FRQVXOW ZLWK OHJDO FRXQVHO DQG WKH ZULWWHQ DGYLFH RI VXFK FRXQVHO ZLOO EH

IXOO DQG FRPSOHWH DXWKRUL] DWLRQ DQG SURWHFWLRQ LQ UHVSHFW RI DQ\ DFWLRQ WDNHQ VXIIHUHG RU

RPLWWHG E\ WKH 7UXVWHH XQGHU WKH QGHQWXUH LQ JRRG IDLWK DQG LQ UHOLDQFH WKHUHRQ

WKH 7UXVWHH ZLOO EH XQGHU QR REOLJDWLRQ WR H[ HUFLVH DQ\ RI WKH ULJKWV RU SRZHUV YHVWHG LQ LW

E\ WKH QGHQWXUH DW WKH UHTXHVW RU GLUHFWLRQ RI DQ\ RI WKH ROGHUV RI WKH RQGV SXUVXDQW WR



WKH QGHQWXUH XQOHVV VXFK ROGHUV RI WKH RQGV VKDOO KDYH RIIHUHG WR WKH 7UXVWHH

UHDVRQDEOH VHFXULW\ RU LQGHPQLW\ DJDLQVW WKH FRVWV H[ SHQVHV DQG OLDELOLWLHV ZKLFK PLJKW

EH LQFXUUHG E\ LW LQ FRPSOLDQFH ZLWK VXFK UHTXHVW RU GLUHFWLRQ

WKH 7UXVWHH ZLOO QRW EH ERXQG WR PDNH DQ\ LQYHVWLJDWLRQ LQWR WKH IDFWV RU PDWWHUV VWDWHG LQ

DQ\ UHVROXWLRQ FHUWLILFDWH VWDWHPHQW LQVWUXPHQW RSLQLRQ UHSRUW QRWLFH UHTXHVW

GLUHFWLRQ FRQVHQW RUGHU ERQG RU RWKHU SDSHU RU GRFXPHQW EXW WKH 7UXVWHH LQ LWV

GLVFUHWLRQ PD\ PDNH VXFK IXUWKHU LQTXLU\ RU LQYHVWLJDWLRQ LQWR VXFK IDFWV RU PDWWHUV DV LW

PD\ VHH ILW DQG LI WKH 7UXVWHH GHWHUPLQHV WR PDNH VXFK IXUWKHU LQTXLU\ RU LQYHVWLJDWLRQ LW

ZLOO EH HQWLWOHG WR H[ DPLQH WKH ERRNV UHFRUGV DQG SUHPLVHV RI WKH LVWULFW SHUVRQDOO\ RU

E\ DJHQW RU DWWRUQH\ DQG

WKH 7UXVWHH PD\ H[ HFXWH DQ\ RI WKH WUXVWV RU SRZHUV KHUHXQGHU RU SHUIRUP DQ\ GXWLHV

XQGHU WKH QGHQWXUH HLWKHU GLUHFWO\ RU E\ RU WKURXJK DJHQWV RU DWWRUQH\ V DQG WKH 7UXVWHH

ZLOO QRW EH UHVSRQVLEOH IRU DQ\ PLVFRQGXFW RU QHJOLJHQFH RQ WKH SDUW RI DQ\ DJHQW RU

DWWRUQH\ DSSRLQWHG ZLWK GXH FDUH E\ LW

7KHUH ZLOO DW DOO WLPHV EH D WUXVWHH XQGHU WKH QGHQWXUH ZKLFK ZLOO EH D EDQN RU WUXVW FRPSDQ\

RUJDQL] HG DQG GRLQJ EXVLQHVV XQGHU WKH ODZV RI WKH 8QLWHG 6WDWHV RU RI DQ\ VWDWH DXWKRUL] HG XQGHU VXFK

ODZV WR H[ HUFLVH FRUSRUDWH WUXVW SRZHUV KDYLQJ D FRPELQHG FDSLWDO DQG VXUSOXV RI DW OHDVW

DQG VXEMHFW WR VXSHUYLVLRQ RU H[ DPLQDWLRQ E\ IHGHUDO RU VWDWH DXWKRULW\ I VXFK FRUSRUDWLRQ SXEOLVKHV

UHSRUWV RI FRQGLWLRQ DW OHDVW DQQXDOO\ SXUVXDQW WR ODZ RU WR WKH UHTXLUHPHQWV RI VXFK VXSHUYLVLQJ RU

H[ DPLQLQJ DXWKRULW\ WKHQ IRU WKH SXUSRVHV RI WKH QGHQWXUH WKH FRPELQHG FDSLWDO DQG VXUSOXV RI VXFK

FRUSRUDWLRQ ZLOO EH GHHPHG WR EH LWV FRPELQHG FDSLWDO DQG VXUSOXV DV VHW IRUWK LQ LWV PRVW UHFHQW UHSRUW RI

FRQGLWLRQ VR SXEOLVKHG I DW DQ\ WLPH WKH 7UXVWHH FHDVHV WR EH HOLJLEOH LQ DFFRUGDQFH ZLWK WKH SURYLVLRQV

RI WKH QGHQWXUH LW ZLOO UHVLJQ LPPHGLDWHO\ LQ WKH PDQQHU DQG ZLWK WKH HIIHFW VSHFLILHG LQ WKH QGHQWXUH

7KH 7UXVWHH PD\ UHVLJQ DW DQ\ WLPH E\ JLYLQJ ZULWWHQ QRWLFH WKHUHRI WR WKH LVWULFW I DQ

LQVWUXPHQW RI DFFHSWDQFH E\ D VXFFHVVRU 7UXVWHH ZLOO QRW KDYH EHHQ GHOLYHUHG WR WKH 7UXVWHH ZLWKLQ

GD\ V DIWHU WKH JLYLQJ RI VXFK QRWLFH RI UHVLJQDWLRQ WKH UHVLJQLQJ 7UXVWHH PD\ SHWLWLRQ DQ\ FRXUW RI

FRPSHWHQW MXULVGLFWLRQ IRU WKH DSSRLQWPHQW RI D VXFFHVVRU 7UXVWHH

7KH 7UXVWHH PD\ EH UHPRYHG DW DQ\ WLPH E\ DFW RI WKH ROGHUV RI D PDMRULW\ LQ SULQFLSDO DPRXQW

RI WKH 2XWVWDQGLQJ RQGV GHOLYHUHG WR WKH 7UXVWHH DQG WKH LVWULFW

I DW DQ\ WLPH

WKH 7UXVWHH FHDVHV WR EH HOLJLEOH XQGHU WKH QGHQWXUH DQG IDLOV WR UHVLJQ DIWHU ZULWWHQ

UHTXHVW WKHUHIRU E\ WKH LVWULFW RU DQ\ VXFK ROGHU RI D RQG RU

WKH 7UXVWHH EHFRPHV LQFDSDEOH RI DFWLQJ RU DGMXGJHG LQVROYHQW RU D UHFHLYHU RI WKH

7UXVWHH RU RI LWV SURSHUW\ LV DSSRLQWHG RU DQ\ SXEOLF RIILFHU WDNHV FKDUJH RU FRQWURO RI WKH

7UXVWHH RU RI LWV SURSHUW\ RU DIIDLUV IRU WKH SXUSRVH RI UHKDELOLWDWLRQ FRQVHUYDWLRQ RU

OLTXLGDWLRQ

WKHQ LQ HLWKHU VXFK FDVH WKH LVWULFW PD\ UHPRYH WKH 7UXVWHH RU VXEMHFW WR WKH SURYLVLRQV RI WKH QGHQWXUH

DQ\ ROGHU RI D RQG ZKR KDV EHHQ D bona fide ROGHU RI D RQG IRU DW OHDVW VL[ PRQWKV PD\ RQ EHKDOI

RI KLPVHOI DQG DOO RWKHUV VLPLODUO\ VLWXDWHG SHWLWLRQ DQ\ FRXUW RI FRPSHWHQW MXULVGLFWLRQ IRU WKH UHPRYDO RI

WKH 7UXVWHH DQG WKH DSSRLQWPHQW RI D VXFFHVVRU 7UXVWHH

I WKH 7UXVWHH UHVLJQV LV UHPRYHG RU EHFRPHV LQFDSDEOH RI DFWLQJ WKH LVWULFW ZLOO SURPSWO\

DSSRLQW D VXFFHVVRU 7UXVWHH Q FDVH DOO RU VXEVWDQWLDOO\ DOO RI WKH WUXVW HVWDWH KHOG SXUVXDQW WR WKH



QGHQWXUH ZLOO EH LQ WKH SRVVHVVLRQ RI D UHFHLYHU RU WUXVWHH ODZIXOO\ DSSRLQWHG VXFK UHFHLYHU RU WUXVWHH E\

ZULWWHQ LQVWUXPHQW PD\ VLPLODUO\ DSSRLQW D VXFFHVVRU WR ILOO VXFK YDFDQF\ XQWLO D QHZ 7UXVWHH LV DSSRLQWHG

E\ WKH ROGHUV RI WKH RQGV I ZLWKLQ RQH HDU DIWHU VXFK UHVLJQDWLRQ UHPRYDO RU LQFDSDELOLW\ RU WKH

RFFXUUHQFH RI VXFK YDFDQF\ D VXFFHVVRU 7UXVWHH LV DSSRLQWHG E\ DFW RI WKH ROGHUV RI D PDMRULW\ LQ

SULQFLSDO DPRXQW RI WKH 2XWVWDQGLQJ RQGV DQG GHOLYHUHG WR WKH LVWULFW DQG WKH UHWLULQJ 7UXVWHH WKHQ WKH

VXFFHVVRU 7UXVWHH VR DSSRLQWHG ZLOO IRUWKZLWK XSRQ LWV DFFHSWDQFH RI VXFK DSSRLQWPHQW EHFRPH WKH

VXFFHVVRU 7UXVWHH DQG VXSHUVHGH WKH VXFFHVVRU 7UXVWHH DSSRLQWHG E\ WKH LVWULFW RU E\ VXFK UHFHLYHU RU

WUXVWHH I QR VXFFHVVRU 7UXVWHH LV VR DSSRLQWHG E\ WKH LVWULFW RU WKH ROGHUV RI WKH RQGV DQG KDV

DFFHSWHG DSSRLQWPHQW LQ WKH PDQQHU KHUHLQDIWHU SURYLGHG DQ\ ROGHU RI D RQG ZKR KDV EHHQ D bona fide

ROGHU RI D RQG IRU DW OHDVW VL[ PRQWKV PD\ RQ EHKDOI RI KLPVHOI DQG DOO RWKHUV VLPLODUO\ VLWXDWHG

SHWLWLRQ DQ\ FRXUW RI FRPSHWHQW MXULVGLFWLRQ IRU WKH DSSRLQWPHQW RI D VXFFHVVRU 7UXVWHH

HIHDVDQFH

7KH QGHQWXUH DQG WKH OLHQ ULJKWV DQG LQWHUHVWV FUHDWHG WKHUHE\ ZLOO WHUPLQDWH DW WKH UHTXHVW RI

WKH LVWULFW ZKHQ WKH IROORZLQJ FRQGLWLRQV H[ LVW

DOO RQGV SUHYLRXVO\ DXWKHQWLFDWHG DQG GHOLYHUHG XQGHU WKH QGHQWXUH KDYH EHHQ FDQFHOHG

E\ WKH 7UXVWHH RU GHOLYHUHG WR WKH 7UXVWHH IRU FDQFHOODWLRQ H[ FOXGLQJ KRZHYHU

D RQGV IRU WKH SD\ PHQW RI ZKLFK PRQH\ KDV EHHQ GHSRVLWHG ZLWK WKH 7UXVWHH RU D

SD\ LQJ DJHQW DV SURYLGHG E\ WKH SURYLVLRQV RI WKH QGHQWXUH UHODWLQJ WR

UHGHPSWLRQ RI WKH RQGV

E RQGV DOOHJHG WR KDYH EHHQ GHVWUR\ HG ORVW RU VWROHQ ZKLFK KDYH EHHQ UHSODFHG

RU SDLG DV SURYLGHG LQ WKH QGHQWXUH H[ FHSW IRU DQ\ VXFK RQG ZKLFK SULRU WR WKH

VDWLVIDFWLRQ DQG GLVFKDUJH RI WKH QGHQWXUH KDV EHHQ SUHVHQWHG WR WKH 7UXVWHH ZLWK

D FODLP RI RZQHUVKLS DQG HQIRUFHDELOLW\ E\ WKH ROGHU WKHUHRI DQG ZKHUH

HQIRUFHDELOLW\ KDV QRW EHHQ GHWHUPLQHG DGYHUVHO\ DJDLQVW VXFK ROGHU E\ D FRXUW

RI FRPSHWHQW MXULVGLFWLRQ

F RQGV RWKHU WKDQ WKRVH UHIHUUHG WR LQ WKH IRUHJRLQJ FODXVHV IRU WKH SD\ PHQW RU

UHGHPSWLRQ RI ZKLFK WKHUH KDV EHHQ GHSRVLWHG ZLWK WKH 7UXVWHH LQ DFFRUGDQFH

ZLWK WKH SURYLVLRQV RI WKH QGHQWXUH LQ WUXVW IRU VXFK SXUSRVH DQ DPRXQW

VXIILFLHQW WR SD\ DQG GLVFKDUJH WKH HQWLUH LQGHEWHGQHVV RQ VXFK RQGV IRU

SULQFLSDO DQG LQWHUHVW WR WKH 6WDWHG 0DWXULW\ RU 5HGHPSWLRQ DWH RI VXFK RQGV

DV WKH FDVH PD\ EH DQG

G RQGV GHHPHG QR ORQJHU RXWVWDQGLQJ DV D UHVXOW RI WKH GHSRVLW RU HVFURZ RU

PRQH\ RU RYHUQPHQWDO 2EOLJDWLRQV DV GHVFULEHG EHORZ DQG

WKH LVWULFW KDV SDLG RU FDXVHG WR EH SDLG DOO RWKHU VXPV SD\ DEOH E\ WKH LVWULFW XQGHU WKH

QGHQWXUH

Q\ RQG ZLOO EH GHHPHG WR EH QR ORQJHU 2XWVWDQGLQJ ZKHQ SD\ PHQW RI WKH SULQFLSDO RI VXFK

RQG SOXV LQWHUHVW WKHUHRQ WR LWV 0DWXULW\ ZKHWKHU VXFK 0DWXULW\ LV E\ UHDVRQ RI WKH 6WDWHG 0DWXULW\ RU

E\ FDOO IRU UHGHPSWLRQ LI QRWLFH RI VXFK FDOO KDV EHHQ JLYHQ RU ZDLYHG RU LUUHYRFDEOH DUUDQJHPHQWV IRU

VXFK QRWLFH VDWLVIDFWRU\ WR WKH 7UXVWHH KDYH EHHQ PDGH KDV EHHQ SURYLGHG E\ GHSRVLWLQJ L PRQH\

VXIILFLHQW WR PDNH VXFK SD\ PHQW RU LL VXEMHFW WR WKH 5HIXQGLQJ FW PRQH\ DQG RYHUQPHQWDO

2EOLJDWLRQV FHUWLILHG E\ DQ LQGHSHQGHQW DFFRXQWDQW RI QDWLRQDO UHSXWDWLRQ WR PDWXUH DV WR SULQFLSDO DQG

LQWHUHVW LQ VXFK DPRXQWV DQG DW VXFK WLPHV DV ZLOO ZLWKRXW IXUWKHU LQYHVWPHQW RU UHLQYHVWPHQW RI HLWKHU WKH

SULQFLSDO DPRXQW WKHUHRI RU WKH LQWHUHVW HDUQLQJV WKHUHIURP EH VXIILFLHQW WR PDNH VXFK SD\ PHQW SURYLGHG



WKDW DOO QHFHVVDU\ DQG SURSHU IHHV FRPSHQVDWLRQ DQG H[ SHQVHV RI WKH 7UXVWHH DQG SD\ LQJ DJHQWV SHUWDLQLQJ

WR WKH RQGV ZLWK UHVSHFW WR ZKLFK VXFK GHSRVLW LV PDGH KDYH EHHQ SDLG RU WKH SD\ PHQW WKHUHRI KDV EHHQ

SURYLGHG IRU WR WKH VDWLVIDFWLRQ RI WKH 7UXVWHH Q\ GHSRVLW GHVFULEHG DERYH PXVW EH PDGH HLWKHU ZLWK WKH

7UXVWHH RU LI QRWLFH RI VXFK GHSRVLW LV JLYHQ WR WKH 7UXVWHH RU ZLWK D VWDWH RU QDWLRQDOO\ FKDUWHUHG EDQN

ZLWK D PLQLPXP FRPELQHG FDSLWDO VXUSOXV RU DV HVFURZ DJHQW ZLWK LUUHYRFDEOH LQVWUXFWLRQV

WR WUDQVIHU WKH DPRXQWV VR GHSRVLWHG DQG LQYHVWPHQW LQFRPH WKHUHIURP WR WKH 7UXVWHH RU WR WKH SD\ LQJ

DJHQWV LQ WKH DPRXQWV DQG DW WKH WLPHV UHTXLUHG WR SD\ SULQFLSDO RI DQG LQWHUHVW RQ WKH RQGV ZLWK UHVSHFW

WR ZKLFK VXFK GHSRVLW LV PDGH DW WKH PDWXULW\ WKHUHRI DQG RI VXFK LQWHUHVW RU WKH 6WDWHG 0DWXULW\ DV WKH

FDVH PD\ EH Q WKH HYHQW VXFK GHSRVLW LV PDGH ZLWK UHVSHFW WR VRPH EXW QRW DOO RI WKH RQGV WKHQ

RXWVWDQGLQJ WKH 7UXVWHH LV UHTXLUHG WR VHOHFW WKH 2XWVWDQGLQJ RQGV ZLWK UHVSHFW WR ZKLFK VXFK GHSRVLW LV

PDGH LQ WKH VDPH PDQQHU DV SURYLGHG LQ WKH 7UXVW QGHQWXUH IRU WKH VHOHFWLRQ RI RQGV WR EH UHGHHPHG

1R VXFK GHSRVLW ZLOO KDYH WKH HIIHFW VSHFLILHG DERYH KRZHYHU L LI PDGH GXULQJ WKH H[ LVWHQFH RI

D GHIDXOW XQGHU WKH 7UXVW QGHQWXUH XQOHVV PDGH ZLWK UHVSHFW WR DOO RI WKH RQGV WKHQ 2XWVWDQGLQJ DQG

LL XQOHVV WKHUH LV GHOLYHUHG WR WKH 7UXVWHH DQ RSLQLRQ RI FRXQVHO WR WKH HIIHFW WKDW VXFK GHSRVLW ZLOO QRW

DGYHUVHO\ DIIHFW DQ\ H[ HPSWLRQ IURP IHGHUDO LQFRPH WD[ DWLRQ RI LQWHUHVW RQ DQ\ RQG Q\ PRQH\ DQG

RYHUQPHQWDO 2EOLJDWLRQV GHSRVLWHG ZLWK WKH 7UXVWHH IRU VXFK SXUSRVH LV UHTXLUHG WR EH KHOG E\ WKH

7UXVWHH LQ D VHJUHJDWHG DFFRXQW LQ WUXVW IRU WKH ROGHUV RI WKH RQGV ZLWK UHVSHFW WR ZKLFK VXFK GHSRVLW LV

PDGH DQG WRJHWKHU ZLWK DQ\ LQYHVWPHQW LQFRPH WKHUHIURP LV UHTXLUHG WR EH GLVEXUVHG VROHO\ WR SD\ WKH

SULQFLSDO RI DQG LQWHUHVW RQ VXFK RQGV ZKHQ GXH 1R PRQH\ RU RYHUQPHQWDO 2EOLJDWLRQV VR GHSRVLWHG

SXUVXDQW WR WKLV 6HFWLRQ ZLOO EH LQYHVWHG RU UHLQYHVWHG XQOHVV LQ RYHUQPHQWDO 2EOLJDWLRQV DQG XQOHVV

VXFK PRQH\ QRW LQYHVWHG VXFK RYHUQPHQWDO 2EOLJDWLRQV QRW UHLQYHVWHG DQG VXFK QHZ LQYHVWPHQWV DUH

WRJHWKHU FHUWLILHG E\ DQ LQGHSHQGHQW DFFRXQWDQW RI QDWLRQDO UHSXWDWLRQ WR EH RI VXFK DPRXQWV PDWXULWLHV

DQG LQWHUHVW SD\ PHQW GDWHV DQG WR EHDU VXFK LQWHUHVW DV ZLOO ZLWKRXW IXUWKHU LQYHVWPHQW RU UHLQYHVWPHQW RI

HLWKHU WKH SULQFLSDO DPRXQW WKHUHRI RU WKH LQWHUHVW HDUQLQJV WKHUHIURP EH VXIILFLHQW WR PDNH VXFK SD\ PHQW

W VXFK WLPHV DV D RQG VKDOO EH GHHPHG WR EH VR SDLG LW ZLOO QR ORQJHU EH VHFXUHG E\ RU HQWLWOHG WR WKH

EHQHILWV RI WKH QGHQWXUH H[ FHSW IRU SXUSRVHV RI DQ\ VXFK SD\ PHQW IURP VXFK PRQH\ RU RYHUQPHQWDO

2EOLJDWLRQV

QVXUHU¶V RQWURO 5LJKWV

6R ORQJ DV WKH 3ROLF\ LV LQ HIIHFW RU DPRXQWV DUH RZHG RU RZLQJ WR WKH QVXUHU DQG WKH QVXUHU LV

QRW LQ GHIDXOW RU FRQWHVWLQJ LWV REOLJDWLRQV WKHUHXQGHU WKH IROORZLQJ VKDOO DSSO\ SURYLGHG WKDW WR WKH H[ WHQW

WKH QVXUHU KDV PDGH DQ\ SD\ PHQW RI SULQFLSDO RI RU LQWHUHVW RQ WKH RQGV LW VKDOO UHWDLQ LWV ULJKWV RI

VXEURJDWLRQ XQGHU WKH QGHQWXUH DQG XQGHU WKH 3ROLF\

Q\ VXSSOHPHQW RU DPHQGPHQW SURYLGHG E\ WKH QGHQWXUH ZKLFK UHTXLUHV WKH FRQVHQW RI WKH

ROGHUV RI WKH RQGV VKDOO EH VXEMHFW WR WKH SULRU ZULWWHQ FRQVHQW RI WKH QVXUHU

7KH QVXUHU VKDOO EH GHHPHG WR EH D WKLUG SDUW\ EHQHILFLDU\ WR WKH QGHQWXUH

7KH QVXUHU VKDOO EH GHHPHG WR EH WKH ROGHU RI DOO RI WKH RQGV IRU SXUSRVHV RI H[ HUFLVLQJ

DQ\ YRWLQJ ULJKW RU SULYLOHJH RU JLYLQJ DQ\ FRQVHQW RU GLUHFWLRQ RU WDNLQJ DQ\ RWKHU DFWLRQ WKDW

WKH ROGHUV LQVXUHG E\ LW DUH HQWLWOHG WR WDNH SXUVXDQW WR WKH QGHQWXUH SHUWDLQLQJ WR

L GHIDXOWV DQG UHPHGLHV DQG LL WKH GXWLHV DQG REOLJDWLRQV RI WKH 7UXVWHH Q GHWHUPLQLQJ

ZKHWKHU DQ\ DPHQGPHQW FRQVHQW ZDLYHU RU RWKHU DFWLRQ WR EH WDNHQ RU DQ\ IDLOXUH WR WDNH

DFWLRQ XQGHU WKH QGHQWXUH ZRXOG DGYHUVHO\ DIIHFW WKH VHFXULW\ IRU WKH RQGV RU WKH ULJKWV RI

WKH ROGHUV WKH 7UXVWHH VKDOO FRQVLGHU WKH HIIHFW RI DQ\ VXFK DPHQGPHQW FRQVHQW ZDLYHU

DFWLRQ RU LQDFWLRQ DV LI WKHUH ZDV QR 3ROLF\
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RDUG RI LUHFWRUV

4XDLO UHHN RPPXQLW\ DFLOLWLHV LVWULFW

F R 7RZQ RI 6DKXDULWD UL] RQD

6DKXDULWD HQWHU D\

6DKXDULWD UL] RQD

5H 4XDLO UHHN RPPXQLW\ DFLOLWLHV LVWULFW 6DKXDULWD UL] RQD HQHUDO

2EOLJDWLRQ 5HIXQGLQJ RQGV 6HULHV

H KDYH DFWHG DV RQG RXQVHO LQ FRQQHFWLRQ ZLWK WKH LVVXDQFH E\ 4XDLO UHHN RPPXQLW\

DFLOLWLHV LVWULFW KHUHLQDIWHU UHIHUUHG WR DV WKH VVXHU´ RI WKH FDSWLRQHG ERQGV GDWHG WKH GDWH KHUHRI

KHUHLQDIWHU UHIHUUHG WR DV WKH RQGV´ H KDYH H[ DPLQHG DQG LQ UHQGHULQJ WKH RSLQLRQV KHUHLQ KDYH

UHOLHG XSRQ RULJLQDO RU FHUWLILHG FRSLHV RI WKH SURFHHGLQJV KDG LQ FRQQHFWLRQ ZLWK LVVXDQFH RI WKH RQGV

FHUWLILFDWLRQV H[ HFXWHG E\ RIILFHUV RI WKH VVXHU UHODWLQJ WR DPRQJ RWKHU WKLQJV WKH H[ SHFWHG XVH RI

SURFHHGV RI WKH VDOH RI WKH RQGV DQG FHUWDLQ RWKHU IXQGV RI WKH VVXHU DQG WR FHUWDLQ RWKHU IDFWV ZLWKLQ WKH

NQRZOHGJH DQG FRQWURO RI WKH VVXHU DQG VXFK RWKHU PDWHULDO DQG PDWWHUV RI ODZ DV ZH GHHP UHOHYDQW WR WKH

PDWWHUV GLVFXVVHG KHUHLQEHORZ Q VXFK H[ DPLQDWLRQ ZH KDYH DVVXPHG WKH DXWKHQWLFLW\ RI DOO GRFXPHQWV

VXEPLWWHG WR XV DV RULJLQDOV WKH FRQIRUPLW\ WR RULJLQDO FRSLHV RI DOO GRFXPHQWV VXEPLWWHG WR XV DV FHUWLILHG

RU SKRWRVWDWLF FRSLHV DQG WKH DFFXUDF\ RI WKH VWDWHPHQWV FRQWDLQHG LQ VXFK FHUWLILFDWLRQV DQG

UHSUHVHQWDWLRQV V WR DQ\ IDFWV PDWHULDO WR RXU RSLQLRQ ZH KDYH ZKHQ UHOHYDQW IDFWV ZHUH QRW

LQGHSHQGHQWO\ HVWDEOLVKHG UHOLHG XSRQ WKH DIRUHVDLG SURFHHGLQJV FHUWLILFDWLRQV UHSUHVHQWDWLRQV PDWHULDO

DQG PDWWHUV

H DUH RI WKH RSLQLRQ EDVHG XSRQ VXFK H[ DPLQDWLRQ DQG VXEMHFW WR WKH UHOLDQFHV DVVXPSWLRQV DQG

H[ FHSWLRQV KHUHLQDERYH DQG KHUHLQDIWHU VHW IRUWK WKDW XQGHU DSSOLFDEOH ODZ RI WKH 6WDWH RI UL] RQD DQG

IHGHUDO ODZ RI WKH 8QLWHG 6WDWHV RI PHULFD LQ IRUFH DQG HIIHFW RQ WKH GDWH KHUHRI

7KH RQGV DUH YDOLG DQG OHJDOO\ ELQGLQJ REOLJDWLRQV RI WKH VVXHU SD\ DEOH IURP

WKH VRXUFHV DQG HQIRUFHDEOH LQ DFFRUGDQFH ZLWK WKH WHUPV DQG FRQGLWLRQV GHVFULEHG WKHUHLQ DQG

DUH VHFXUHG E\ D 6HULHV QGHQWXUH RI 7UXVW DQG 6HFXULW\ JUHHPHQW GDWHG DV RI HFHPEHU

KHUHLQDIWHU UHIHUUHG WR DV WKH QGHQWXUH´ IURP WKH VVXHU WR 8 6 DQN 1DWLRQDO

VVRFLDWLRQ DV WUXVWHH KHUHLQDIWHU UHIHUUHG WR DV WKH 7UXVWHH´ H[ FHSW WR WKH H[ WHQW WKDW WKH

HQIRUFHDELOLW\ WKHUHRI DQG VXFK SURYLVLRQ RI WKH VHFXULW\ WKHUHIRU PD\ EH DIIHFWHG E\ EDQNUXSWF\

LQVROYHQF\ UHRUJDQL] DWLRQ PRUDWRULXP RU RWKHU VLPLODU ODZV DIIHFWLQJ FUHGLWRUV ULJKWV RU WKH

H[ HUFLVH RI MXGLFLDO GLVFUHWLRQ LQ DFFRUGDQFH ZLWK JHQHUDO SULQFLSOHV RI HTXLW\

7KH VVXHU LV WR DQQXDOO\ OHY\ DQG FDXVH DQ ad valorem WD[ WR EH FROOHFWHG DW WKH

VDPH WLPH DQG LQ WKH VDPH PDQQHU DV RWKHU WD[ HV DUH OHYLHG DQG FROOHFWHG RQ DOO WD[ DEOH SURSHUW\

ZLWKLQ WKH ERXQGDULHV RI WKH VVXHU VXIILFLHQW EXW VXEMHFW WR OLPLWDWLRQV KHUHLQDIWHU GHVFULEHG

WRJHWKHU ZLWK DQ\ PRQH\ V IURP WKH VRXUFHV GHVFULEHG LQ 6HFWLRQ UL] RQD 5HYLVHG

6WDWXWHV LQFOXGLQJ DPRXQWV IURP D 6HULHV 6WDQGE\ RQWULEXWLRQ JUHHPHQW GDWHG DV RI

HFHPEHU E\ DQG DPRQJ WKH VVXHU WKH 7UXVWHH DQG 5REVRQ 5DQFK 4XDLO UHHN



KHUHLQDIWHU UHIHUUHG WR DV 5REVRQ´ DQG D 6HULHV HSRVLWRU\ JUHHPHQW GDWHG DV RI

HFHPEHU E\ DQG EHWZHHQ WKH VVXHU DQG 8 6 DQN 1DWLRQDO VVRFLDWLRQ DV GHSRVLWRU\

LI DQ\ WR SD\ GHEW VHUYLFH RQ WKH RQGV ZKHQ GXH OO RI WKH WD[ DEOH SURSHUW\ ZLWKLQ WKH VVXHU LV

VXEMHFW WR WKH OHY\ RI D WD[ ZLWKRXW OLPLWDWLRQ DV WR UDWH WR SD\ WKH SULQFLSDO RI DQG LQWHUHVW RQ WKH

RQGV EXW OLPLWHG WR D WRWDO DPRXQW QRW JUHDWHU WKDQ WKH WRWDO DJJUHJDWH SULQFLSDO DQG LQWHUHVW WR

EHFRPH GXH RQ WKH ERQGV EHLQJ UHIXQGHG ZLWK SURFHHGV RI WKH VDOH RI WKH RQGV WKH RQGV

HLQJ 5HIXQGHG´ IURP WKH GDWH RI LVVXDQFH RI WKH RQGV WR WKH ILQDO GDWH RI PDWXULW\ RI WKH

RQGV HLQJ 5HIXQGHG 7KH QHW SURFHHGV RI WKH RQGV KDYH EHHQ WUDQVIHUUHG WR WKH WUXVWHH IRU

WKH RQGV HLQJ 5HIXQGHG WR EH KHOG LQ WUXVW VR DV WR SURYLGH IXQGV WR SD\ ZKHQ GXH RU FDOOHG

IRU UHGHPSWLRQ WKH RQGV HLQJ 5HIXQGHG WRJHWKHU ZLWK LQWHUHVW WKHUHRQ DQG VXFK SURFHHGV KDYH

EHHQ GHSRVLWHG LQ WKH UHVSHFWLYH SULQFLSDO DQG LQWHUHVW UHGHPSWLRQ IXQGV DQG VKDOO EH KHOG LQ WUXVW

IRU WKH SD\ PHQW RI WKH RQGV HLQJ 5HIXQGHG ZLWK LQWHUHVW RQ PDWXULW\ RU XSRQ DQ DYDLODEOH

UHGHPSWLRQ GDWH 7KH RZQHUV RI WKH RQGV PXVW UHO\ RQ WKH VXIILFLHQF\ RI VXFK IXQGV KHOG LQ

WUXVW IRU SD\ PHQW RI WKH RQGV HLQJ 5HIXQGHG 7KH LVVXDQFH RI WKH RQGV VKDOO LQ QR ZD\

LQIULQJH XSRQ WKH ULJKWV RI WKH KROGHUV RI WKH RQGV HLQJ 5HIXQGHG WR UHO\ XSRQ D WD[ OHY\ IRU

WKH SD\ PHQW RI SULQFLSDO DQG LQWHUHVW RQ WKH RQGV HLQJ 5HIXQGHG LI VXFK IXQGV DQG VHFXULWLHV

SURYH LQVXIILFLHQW

6XEMHFW WR WKH UHOLDQFH DQG DVVXPSWLRQ VWDWHG LQ WKH ODVW VHQWHQFH RI WKLV

SDUDJUDSK LQWHUHVW RQ WKH RQGV LV H[ FOXGLEOH IURP WKH JURVV LQFRPH RI WKH RZQHUV WKHUHRI IRU

IHGHUDO LQFRPH WD[ SXUSRVHV XUWKHUPRUH LQWHUHVW RQ WKH RQGV LV QRW DQ LWHP RI WD[ SUHIHUHQFH

IRU SXUSRVHV RI WKH IHGHUDO DOWHUQDWLYH PLQLPXP WD[ LPSRVHG RQ LQGLYLGXDOV DQG FRUSRUDWLRQV

KRZHYHU LQWHUHVW RQ WKH RQGV LV WDNHQ LQWR DFFRXQW LQ GHWHUPLQLQJ DGMXVWHG FXUUHQW HDUQLQJV IRU

SXUSRVHV RI FRPSXWLQJ WKH DOWHUQDWLYH PLQLPXP WD[ LPSRVHG RQ FHUWDLQ FRUSRUDWLRQV H

H[ SUHVV QR RSLQLRQ UHJDUGLQJ RWKHU IHGHUDO WD[ FRQVHTXHQFHV UHVXOWLQJ IURP WKH RZQHUVKLS UHFHLSW

RU DFFUXDO RI LQWHUHVW RQ RU GLVSRVLWLRQ RI WKH RQGV 7KH QWHUQDO 5HYHQXH RGH RI DV

DPHQGHG WKH RGH´ LQFOXGHV UHTXLUHPHQWV ZKLFK WKH VVXHU DQG 5REVRQ PXVW FRQWLQXH WR PHHW

DIWHU WKH LVVXDQFH RI WKH RQGV LQ RUGHU WKDW LQWHUHVW RQ WKH RQGV QRW EH LQFOXGHG LQ JURVV LQFRPH

IRU IHGHUDO LQFRPH WD[ SXUSRVHV 7KH IDLOXUH RI WKH VVXHU RU 5REVRQ WR PHHW WKHVH UHTXLUHPHQWV

PD\ FDXVH LQWHUHVW RQ WKH RQGV WR EH LQFOXGHG LQ JURVV LQFRPH IRU IHGHUDO LQFRPH WD[ SXUSRVHV

UHWURDFWLYH WR WKHLU GDWH RI LVVXDQFH 7KH VVXHU DQG 5REVRQ KDYH HLWKHU LQGLFDWHG WKHLU

FRPSOLDQFH ZLWK RU FRYHQDQWHG WR WDNH WKH DFWLRQV UHTXLUHG E\ DSSOLFDEOH SURYLVLRQV RI WKH RGH

LQ RUGHU WR PDLQWDLQ WKH H[ FOXVLRQ IURP JURVV LQFRPH IRU IHGHUDO LQFRPH WD[ SXUSRVHV RI LQWHUHVW

RQ WKH RQGV Q UHQGHULQJ WKH RSLQLRQ H[ SUHVVHG DERYH ZH KDYH UHOLHG RQ FHUWLILFDWLRQV RI WKH

VVXHU ZLWK UHVSHFW WR FHUWDLQ PDWWHUV QHFHVVDU\ IRU DQG KDYH DVVXPHG FRQWLQXLQJ FRPSOLDQFH

ZLWK FHUWDLQ FRYHQDQWV E\ WKH VVXHU DQG 5REVRQ LQFOXGHG LQ UHVSHFWLYHO\ WKH QGHQWXUH DQG D

LVWULFW HYHORSPHQW LQDQFLQJ 3DUWLFLSDWLRQ DQG QWHUJRYHUQPHQWDO JUHHPHQW 4XDLO UHHN

RPPXQLW\ DFLOLWLHV LVWULFW GDWHG DV RI 6HSWHPEHU DV DPHQGHG E\ D LUVW

PHQGPHQW WR LVWULFW HYHORSPHQW LQDQFLQJ 3DUWLFLSDWLRQ DQG QWHUJRYHUQPHQWDO JUHHPHQW

4XDLO UHHN RPPXQLW\ DFLOLWLHV LVWULFW GDWHG DV RI HFHPEHU E\ DQG DPRQJ DV

DSSOLFDEOH WKH VVXHU WKH 7RZQ RI 6DKXDULWD UL] RQD DQG 5REVRQ ZKLFK DUH DV WR WKHLU

HQIRUFHDELOLW\ VXEMHFW WR WKH VDPH H[ FHSWLRQV GHVFULEHG LQ SDUDJUDSK KHUHLQDERYH WKDW PXVW EH

PHW DIWHU WKH LVVXDQFH RI WKH RQGV LQ RUGHU WKDW LQWHUHVW RQ WKH RQGV QRW EH LQFOXGHG LQ JURVV

LQFRPH IRU IHGHUDO WD[ SXUSRVHV

7KH LQWHUHVW RQ WKH RQGV LV H[ HPSW IURP LQFRPH WD[ DWLRQ XQGHU WKH ODZV RI WKH

6WDWH RI UL] RQD H H[ SUHVV QR RSLQLRQ UHJDUGLQJ RWKHU 6WDWH WD[ FRQVHTXHQFHV UHVXOWLQJ IURP

WKH RZQHUVKLS UHFHLSW RU DFFUXDO RI LQWHUHVW RQ RU GLVSRVLWLRQ RI WKH RQGV



7KLV RSLQLRQ UHSUHVHQWV RXU OHJDO MXGJPHQW EDVHG XSRQ RXU UHYLHZ RI WKH ODZ DQG WKH IDFWV ZH

GHHP UHOHYDQW WR UHQGHU VXFK RSLQLRQ DQG LV QRW D JXDUDQWHH RI D UHVXOW 7KLV RSLQLRQ LV JLYHQ DV RI WKH

GDWH KHUHRI DQG ZH DVVXPH QR REOLJDWLRQ WR UHYLHZ RU VXSSOHPHQW WKLV RSLQLRQ WR UHIOHFW DQ\ IDFWV RU

FLUFXPVWDQFHV WKDW PD\ KHUHDIWHU FRPH WR RXU DWWHQWLRQ RU DQ\ FKDQJHV LQ ODZ WKDW PD\ KHUHDIWHU RFFXU

5HVSHFWIXOO\ VXEPLWWHG
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7KLV 8QGHUWDNLQJ LV H[ HFXWHG DQG GHOLYHUHG E\ 4XDLO UHHN RPPXQLW\ DFLOLWLHV LVWULFW

KHUHLQDIWHU UHIHUUHG WR DV WKH VVXHU´ LQ FRQQHFWLRQ ZLWK WKH LVVXDQFH RI WKH FDSWLRQHG PXQLFLSDO

VHFXULWLHV KHUHLQDIWHU UHIHUUHG WR DV WKH 6HFXULWLHV´ IRU WKH EHQHILW RI WKH RZQHUV RI WKH 6HFXULWLHV EHLQJ

WKH UHJLVWHUHG RZQHUV WKHUHRI RU DQ\ SHUVRQ WKDW KDV WKH SRZHU GLUHFWO\ RU LQGLUHFWO\ WR YRWH RU FRQVHQW

ZLWK UHVSHFW WR RU WR GLVSRVH RI RZQHUVKLS RI DQ\ RI WKH 6HFXULWLHV LQFOXGLQJ SHUVRQV KROGLQJ WKH

6HFXULWLHV WKURXJK QRPLQHHV GHSRVLWRULHV RU RWKHU LQWHUPHGLDULHV RU LV WUHDWHG DV WKH RZQHU RI DQ\

6HFXULWLHV IRU IHGHUDO LQFRPH WD[ SXUSRVHV

6HFWLRQ HILQLWLRQV

QQXDO 5HSRUW´ VKDOO PHDQ DQ\ DQQXDO UHSRUW SURYLGHG E\ WKH VVXHU SXUVXDQW WR DQG DV

GHVFULEHG LQ 6HFWLRQ

LVVHPLQDWLRQ JHQW´ VKDOO PHDQ DQ\ DJHQW WKDW KDV H[ HFXWHG D GLVVHPLQDWLRQ DJHQW

DJUHHPHQW ZLWK WKH VVXHU DQG VXFK VXFFHVVRUV DQG DVVLJQV RI VXFK DJHQW

00$´VKDOO PHDQ WKH OHFWURQLF 0XQLFLSDO 0DUNHW FFHVV V\ VWHP RI WKH 0XQLFLSDO

6HFXULWLHV 5XOHPDNLQJ RDUG QIRUPDWLRQ UHJDUGLQJ VXEPLVVLRQV WR 00$ LV DYDLODEOH DW

KWWS HPPD PVUE RUJ VXEPLVVLRQ

LVWHG YHQWV´ VKDOO PHDQ DQ\ RI WKH HYHQWV OLVWHG LQ 6HFWLRQ D

065% V́KDOO PHDQ WKH 0XQLFLSDO 6HFXULWLHV 5XOHPDNLQJ RDUG

1RWLFH RI LVWHG YHQW´ VKDOO PHDQ DQ\ QRWLFH SURYLGHG E\ WKH VVXHU SXUVXDQW WR DQG DV

GHVFULEHG LQ 6HFWLRQ

5HVROXWLRQ´ VKDOO PHDQ WKH UHVROXWLRQ DGRSWHG E\ WKH RDUG RI LUHFWRUV RI WKH LVWULFW

RQ 2FWREHU DXWKRUL] LQJ WKH LVVXDQFH RI WKH 6HFXULWLHV

5XOH´ VKDOO PHDQ 5XOH F E DGRSWHG E\ WKH 6HFXULWLHV DQG FKDQJH

RPPLVVLRQ XQGHU WKH 6HFXULWLHV FKDQJH FW RI DV WKH VDPH PD\ EH DPHQGHG IURP WLPH WR WLPH

6HFWLRQ RQWHQWV DQG 3URYLVLRQ RI QQXDO 5HSRUWV

D L 68%-(&7 72 118$/ 335235,$7,21 2) 81' 6 68)),&,( 17

72 3529,'( 25 7+( 2676 7+( 5(2) 7+( 668( 5 6+$// 25 6+$// 86( 7+(

66( 0,1$7,21 17 72 127 7( 5 7+$1 58$5< 2) 5

200(1&,1* 58$5< 3529,'( 72 7+( 065%7+528*+ 00$ 1 118$/
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E L 7KH QQXDO 5HSRUWV VKDOO FRQWDLQ RU LQFRUSRUDWH E\ UHIHUHQFH WKH IROORZLQJ

QIRUPDWLRQ RU RSHUDWLQJ GDWD RI WKH W\ SH LQ 7$%/( 6

DQG EXW DV WR DQ\ YDOXDWLRQV UHTXLUHG RQO\ WKH DFWXDO DPRXQW RI WKH FXUUHQW

YDOXDWLRQ RI WKH 2IILFLDO 6WDWHPHQW GDWHG 1RYHPEHU ZLWK UHVSHFW WR

WKH 6HFXULWLHV

XGLWHG ILQDQFLDO VWDWHPHQWV RI WKH VVXHU IRU WKH SUHFHGLQJ ILVFDO

HDU LI DQ\ VXFK VWDWHPHQWV WR EH SUHSDUHG RQ WKH EDVLV RI JHQHUDOO\ DFFHSWHG

DFFRXQWLQJ SULQFLSOHV DV DSSOLHG WR JRYHUQPHQWDO XQLWV 7KH VVXHU GRHV QRW

FXUUHQWO\ SUHSDUH DXGLWHG ILQDQFLDO VWDWHPHQWV DQG H[ HFXWLRQ RI WKLV 8QGHUWDNLQJ

VKDOO QRW REOLJDWH WKH VVXHU WR SUHSDUH DXGLWHG ILQDQFLDO VWDWHPHQWV IRU DQ\ ILVFDO

HDU 8', 7(' 1$1&,$/ 67$7(0(176 5( 35( 3$5(' 1'

1&/8'(' 1 1 118$/ 5(3257 1' 7+( 5($) 7( 5 7+( 6&$/
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LL 7KH QQXDO 5HSRUW PD\ EH VXEPLWWHG DV D VLQJOH GRFXPHQW RU DV

VHSDUDWH GRFXPHQWV FRPSULVLQJ D SDFNDJH DQG PD\ LQFRUSRUDWH E\ UHIHUHQFH IURP RWKHU

GRFXPHQWV RWKHU LQIRUPDWLRQ LQFOXGLQJ ILQDO RIILFLDO VWDWHPHQWV RI GHEW LVVXHV RI WKH VVXHU RU

UHODWHG SXEOLF HQWLWLHV WKDW KDYH EHHQ VXEPLWWHG WR WKH 065% I WKH GRFXPHQW LQFRUSRUDWHG E\

UHIHUHQFH LV D ILQDO RIILFLDO VWDWHPHQW LW PXVW EH DYDLODEOH IURP WKH 065% 7KH VVXHU VKDOO

FOHDUO\ LGHQWLI\ HDFK VXFK RWKHU GRFXPHQW VR LQFRUSRUDWHG E\ UHIHUHQFH

LLL I DXGLWHG ILQDQFLDO VWDWHPHQWV DUH EHLQJ SUHSDUHG DQG ZLOO EH LQFOXGHG LQ

DQ QQXDO 5HSRUW EXW DUH QRW DYDLODEOH LQ WLPH WR VDWLVI\ WKH UHTXLUHPHQWV RI 6XEVHFWLRQ D L RI

WKLV 6HFWLRQ XQDXGLWHG ILQDQFLDO VWDWHPHQWV PXVW EH SURYLGHG DW WKH UHTXLVLWH WLPH DV SDUW RI WKH

QQXDO 5HSRUW DQG DV VRRQ DV SRVVLEOH EXW QRW ODWHU WKDQ GD\ V DIWHU VXFK DXGLWHG ILQDQFLDO

VWDWHPHQWV EHFRPH DYDLODEOH WKH DXGLWHG ILQDQFLDO VWDWHPHQWV VKDOO EH SURYLGHG WR WKH 065%

WKURXJK 00$

6HFWLRQ 5HSRUWLQJ RI LVWHG YHQWV DQG DLOXUH WR 3URYLGH QQXDO 5HSRUW

D 7KLV 6HFWLRQ VKDOO JRYHUQ WKH JLYLQJ RI QRWLFHV RI WKH RFFXUUHQFH RI DQ\ RI WKH

IROORZLQJ HYHQWV WKH LVWHG YHQWV´ ZLWK UHVSHFW WR WKH 6HFXULWLHV

L 3ULQFLSDO DQG LQWHUHVW SD\ PHQW GHOLQTXHQFLHV

LL 1RQ SD\ PHQW UHODWHG GHIDXOWV LI PDWHULDO



LLL 8QVFKHGXOHG GUDZV RQ GHEW VHUYLFH UHVHUYHV UHIOHFWLQJ ILQDQFLDO

GLIILFXOWLHV

LY 8QVFKHGXOHG GUDZV RQ FUHGLW HQKDQFHPHQWV UHIOHFWLQJ ILQDQFLDO

GLIILFXOWLHV

Y 6XEVWLWXWLRQ RI FUHGLW RU OLTXLGLW\ SURYLGHUV RU WKHLU IDLOXUH WR SHUIRUP

YL GYHUVH WD[ RSLQLRQV WKH LVVXDQFH E\ WKH QWHUQDO 5HYHQXH 6HUYLFH RI

SURSRVHG RU ILQDO GHWHUPLQDWLRQV RI WD[ DELOLW\ 1RWLFHV RI 3URSRVHG VVXH 56 RUP 7(%

RU RWKHU PDWHULDO QRWLFHV RU GHWHUPLQDWLRQV LQ HDFK FDVH ZLWK UHVSHFW WR WKH WD[ VWDWXV RI WKH

6HFXULWLHV RU RWKHU PDWHULDO HYHQWV DIIHFWLQJ WKH WD[ VWDWXV RI WKH 6HFXULWLHV

YLL 0RGLILFDWLRQV WR ULJKWV RI KROGHUV LI PDWHULDO

YLLL RQG FDOOV LI PDWHULDO RU WHQGHU RIIHUV

L[ HIHDVDQFHV

5HOHDVH VXEVWLWXWLRQ RU VDOH RI SURSHUW\ VHFXULQJ UHSD\ PHQW RI WKH

6HFXULWLHV LI PDWHULDO

L 5DWLQJ FKDQJHV

LL DQNUXSWF\ LQVROYHQF\ UHFHLYHUVKLS RU VLPLODU HYHQWV RI WKH VVXHU

EHLQJ LI DQ\ RI WKH IROORZLQJ RFFXU WKH DSSRLQWPHQW RI D UHFHLYHU ILVFDO DJHQW RU VLPLODU RIILFHU

IRU WKH VVXHU LQ D SURFHHGLQJ XQGHU WKH 8 6 DQNUXSWF\ RGH RU LQ DQ\ RWKHU SURFHHGLQJ XQGHU

6WDWH RU IHGHUDO ODZ LQ ZKLFK D FRXUW RU JRYHUQPHQWDO DXWKRULW\ KDV DVVXPHG MXULVGLFWLRQ RYHU

VXEVWDQWLDOO\ DOO RI WKH DVVHWV RU EXVLQHVV RI WKH VVXHU RU LI VXFK MXULVGLFWLRQ KDV EHHQ DVVXPHG E\

OHDYLQJ WKH H[ LVWLQJ JRYHUQLQJ ERG\ DQG RIILFLDOV RU RIILFHUV LQ SRVVHVVLRQ EXW VXEMHFW WR WKH

VXSHUYLVLRQ DQG RUGHUV RI D FRXUW RU JRYHUQPHQWDO DXWKRULW\ RU WKH HQWU\ RI DQ RUGHU FRQILUPLQJ D

SODQ RI UHRUJDQL] DWLRQ DUUDQJHPHQW RU OLTXLGDWLRQ E\ D FRXUW RU JRYHUQPHQWDO DXWKRULW\ KDYLQJ

VXSHUYLVLRQ RU MXULVGLFWLRQ RYHU VXEVWDQWLDOO\ DOO RI WKH DVVHWV RU EXVLQHVV RI WKH VVXHU

LLL 7KH FRQVXPPDWLRQ RI D PHUJHU FRQVROLGDWLRQ RU DFTXLVLWLRQ LQYROYLQJ

WKH VVXHU RU WKH VDOH RI DOO RU VXEVWDQWLDOO\ DOO RI WKH DVVHWV RI WKH VVXHU RWKHU WKDQ LQ WKH RUGLQDU\

FRXUVH RI EXVLQHVV WKH HQWU\ LQWR D GHILQLWLYH DJUHHPHQW WR XQGHUWDNH VXFK DQ DFWLRQ RU WKH

WHUPLQDWLRQ RI D GHILQLWLYH DJUHHPHQW UHODWLQJ WR DQ\ VXFK DFWLRQV RWKHU WKDQ SXUVXDQW WR LWV WHUPV

LI PDWHULDO

LY SSRLQWPHQW RI D VXFFHVVRU WUXVWHH RU DQ DGGLWLRQDO WUXVWHH RU WKH

FKDQJH RI WKH QDPH RI WKH WUXVWHH LI PDWHULDO

Y 1RWLFH RI D IDLOXUH RI WKH VVXHU WR SURYLGH RU FDXVH WR EH SURYLGHG

UHTXLUHG DQQXDO ILQDQFLDO LQIRUPDWLRQ RQ RU EHIRUH WKH GDWH VSHFLILHG LQ 6HFWLRQ DERYH

LQFOXGLQJ DQ\ QRQ DSSURSULDWLRQ WR FRYHU DSSOLFDEOH FRVWV

E KHWKHU HYHQWV VXEMHFW WR WKH VWDQGDUG PDWHULDO´ ZRXOG EH PDWHULDO VKDOO EH

GHWHUPLQHG XQGHU DSSOLFDEOH IHGHUDO VHFXULWLHV ODZV



F 1RWZLWKVWDQGLQJ WKH IRUHJRLQJ QRWLFH RI LVWHG YHQWV GHVFULEHG LQ VXEVHFWLRQV

D YLLL DQG L[ QHHG QRW EH JLYHQ XQGHU WKLV VXEVHFWLRQ DQ\ HDUOLHU WKDQ WKH QRWLFH LI DQ\ RI WKH

XQGHUO\ LQJ HYHQW LV JLYHQ WR KROGHUV RI DIIHFWHG 6HFXULWLHV SXUVXDQW WR WKH 5HVROXWLRQ

G 68%-(&7 72 118$/ 335235,$7,21 2) 81' 6 68)),&,( 17 72
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6HFWLRQ 7HUPLQDWLRQ RI 5HSRUWLQJ 2EOLJDWLRQ

7KH REOLJDWLRQV RI WKH VVXHU SXUVXDQW WR WKLV 8QGHUWDNLQJ VKDOO WHUPLQDWH XSRQ WKH OHJDO

GHIHDVDQFH SULRU UHGHPSWLRQ RU SD\ PHQW LQ IXOO RI DOO RI WKH 6HFXULWLHV 68%-(&7 72 118$/

335235,$7,21 2) 81' 6 68)),&,( 17 72 3529,'( 25 7+( 2676 7+( 5(2) 7+(

668( 5 6+$// 25 6+$// 86( 7+( 66( 0,1$7,21 17 72 9( 127,&( 2)
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6HFWLRQ PHQGPHQW RU DLYHU

D 1RWZLWKVWDQGLQJ DQ\ RWKHU SURYLVLRQ RI WKLV 8QGHUWDNLQJ WKH VVXHU PD\ DPHQG

WKLV 8QGHUWDNLQJ DQG DQ\ SURYLVLRQ RI WKLV 8QGHUWDNLQJ PD\ EH ZDLYHG LI VXFK DPHQGPHQW RU ZDLYHU LV

VXSSRUWHG E\ DQ RSLQLRQ RI FRXQVHO H[ SHUW LQ IHGHUDO VHFXULWLHV ODZV WR WKH HIIHFW WKDW L VXFK DPHQGPHQW

RU ZDLYHU LV PDGH LQ FRQQHFWLRQ ZLWK D FKDQJH LQ FLUFXPVWDQFHV WKDW DULVHV IURP D FKDQJH LQ OHJDO

UHTXLUHPHQWV FKDQJH LQ ODZ RU FKDQJH LQ WKH LGHQWLW\ QDWXUH RU VWDWXV RI WKH VVXHU RU W\ SH RI EXVLQHVV

FRQGXFWHG LL WKLV 8QGHUWDNLQJ DV DPHQGHG RU DIIHFWHG E\ VXFK ZDLYHU ZRXOG KDYH FRPSOLHG ZLWK WKH

UHTXLUHPHQWV RI WKH 5XOH DW WKH WLPH RI WKH SULPDU\ RIIHULQJ RI WKH 6HFXULWLHV DIWHU WDNLQJ LQWR DFFRXQW DQ\

DPHQGPHQWV RU LQWHUSUHWDWLRQV RI WKH 5XOH DV ZHOO DV DQ\ FKDQJH LQ FLUFXPVWDQFHV DQG LLL VXFK

DPHQGPHQW RU ZDLYHU GRHV QRW PDWHULDOO\ LPSDLU WKH LQWHUHVWV RI WKH RZQHUV RI WKH 6HFXULWLHV DV

GHWHUPLQHG HLWKHU E\ SDUWLHV VXFK DV WKH ERQG FRXQVHO XQDIILOLDWHG ZLWK WKH VVXHU RU E\ DQ DSSURYLQJ

YRWH RI WKH UHJLVWHUHG RZQHUV RI WKH 6HFXULWLHV SXUVXDQW WR WKH WHUPV RI WKH 5HVROXWLRQ DW WKH WLPH RI WKH

DPHQGPHQWV

E 7KH QQXDO 5HSRUW FRQWDLQLQJ DPHQGHG RSHUDWLQJ GDWD RU ILQDQFLDO LQIRUPDWLRQ

UHVXOWLQJ IURP VXFK DPHQGPHQW RU ZDLYHU LI DQ\ VKDOO H[ SODLQ LQ QDUUDWLYH IRUP WKH UHDVRQV IRU WKH

DPHQGPHQW RU ZDLYHU DQG WKH LPSDFW RI WKH FKDQJH LQ WKH W\ SH RI RSHUDWLQJ GDWD RU ILQDQFLDO LQIRUPDWLRQ

EHLQJ SURYLGHG I DQ DPHQGPHQW RU ZDLYHU LV PDGH VSHFLI\ LQJ WKH DFFRXQWLQJ SULQFLSOHV WR EH IROORZHG

LQ SUHSDULQJ ILQDQFLDO VWDWHPHQWV WKH QQXDO 5HSRUW IRU WKH HDU LQ ZKLFK WKH FKDQJH LV PDGH VKDOO

SUHVHQW D FRPSDULVRQ EHWZHHQ WKH ILQDQFLDO VWDWHPHQWV RU LQIRUPDWLRQ SUHSDUHG RQ WKH EDVLV RI WKH QHZ

DFFRXQWLQJ SULQFLSOHV DQG WKRVH SUHSDUHG RQ WKH EDVLV RI WKH IRUPHU DFFRXQWLQJ SULQFLSOHV 6XFK

FRPSDULVRQ VKDOO LQFOXGH D TXDOLWDWLYH GLVFXVVLRQ RI WKH GLIIHUHQFHV LQ WKH DFFRXQWLQJ SULQFLSOHV DQG WKH

LPSDFW RI WKH FKDQJH LQ WKH DFFRXQWLQJ SULQFLSOHV RQ WKH SUHVHQWDWLRQ RI WKH ILQDQFLDO LQIRUPDWLRQ LQ RUGHU

WR SURYLGH LQIRUPDWLRQ WR LQYHVWRUV WR HQDEOH WKHP WR HYDOXDWH WKH DELOLW\ RI WKH VVXHU WR PHHW LWV

REOLJDWLRQV 7R WKH H[ WHQW UHDVRQDEO\ IHDVLEOH VXFK FRPSDULVRQ DOVR VKDOO EH TXDQWLWDWLYH 8', 7('

1$1&,$/ 67$7(0(176 5( 35( 3$5(' 1' 1&/8'(' 1 1 118$/ 5(3257 1'

7+( 5($) 7( 5 7+( 2817,1* 35,1&,3/( 6 2) 7+( 668( 5 1*( 7+( 668( 5

6+$// 25 6+$// 86( 7+( 66( 0,1$7,21 17 72 127,&( 2)68&+

1*( 1 7+( 6$0( 0$11(5 6 25 127,&( 2) 67(' 9(17

6HFWLRQ GGLWLRQDO QIRUPDWLRQ 1RWKLQJ LQ WKLV 8QGHUWDNLQJ VKDOO EH GHHPHG WR SUHYHQW

WKH VVXHU IURP GLVVHPLQDWLQJ DQ\ RWKHU LQIRUPDWLRQ XVLQJ WKH PHDQV RI GLVVHPLQDWLRQ VHW IRUWK LQ WKLV



8QGHUWDNLQJ RU DQ\ RWKHU PHDQV RI FRPPXQLFDWLRQ RU LQFOXGLQJ DQ\ RWKHU LQIRUPDWLRQ LQ DQ\ QQXDO

5HSRUW RU 1RWLFH RI LVWHG YHQW LQ DGGLWLRQ WR WKDW ZKLFK LV UHTXLUHG E\ WKLV 8QGHUWDNLQJ I WKH VVXHU

FKRRVHV WR LQFOXGH DQ\ LQIRUPDWLRQ LQ DQ\ QQXDO 5HSRUW RU 1RWLFH RI LVWHG YHQW LQ DGGLWLRQ WR WKDW

ZKLFK LV VSHFLILFDOO\ UHTXLUHG E\ WKLV 8QGHUWDNLQJ WKH VVXHU VKDOO KDYH QR REOLJDWLRQ XQGHU WKLV

8QGHUWDNLQJ WR XSGDWH VXFK LQIRUPDWLRQ RU LQFOXGH LW LQ DQ\ IXWXUH QQXDO 5HSRUW RU 1RWLFH RI LVWHG

YHQW

6HFWLRQ HIDXOW Q WKH HYHQW RI D IDLOXUH RI WKH VVXHU WR FRPSO\ ZLWK DQ\ SURYLVLRQ RI

WKLV 8QGHUWDNLQJ DQ\ RZQHU RI D 6HFXULW\ IRU WKH EHQHILW RI ZKLFK WKLV 8QGHUWDNLQJ LV EHLQJ SURYLGHG PD\

WDNH VXFK DFWLRQV DV PD\ EH QHFHVVDU\ DQG DSSURSULDWH LQFOXGLQJ VHHNLQJ PDQGDPXV RU VSHFLILF

SHUIRUPDQFH E\ FRXUW RUGHU WR FDXVH WKH VVXHU WR FRPSO\ ZLWK LWV REOLJDWLRQV XQGHU WKLV 8QGHUWDNLQJ

GHIDXOW XQGHU WKLV 8QGHUWDNLQJ VKDOO QRW EH GHHPHG DQ HYHQW RI GHIDXOW IRU RWKHU SXUSRVHV RI WKH

5HVROXWLRQ DQG WKH VROH UHPHG\ XQGHU WKLV 8QGHUWDNLQJ LQ WKH HYHQW RI DQ\ IDLOXUH RI WKH VVXHU WR FRPSO\

ZLWK WKLV 8QGHUWDNLQJ VKDOO EH DQ DFWLRQ WR FRPSHO SHUIRUPDQFH

6HFWLRQ LVVHPLQDWLRQ JHQW 7KH VVXHU PD\ IURP WLPH WR WLPH DSSRLQW RU HQJDJH D

LVVHPLQDWLRQ JHQW WR DVVLVW WKH VVXHU LQ VDWLVI\ LQJ WKH REOLJDWLRQV RI WKH 2ZQHU KHUHXQGHU DQG PD\

GLVFKDUJH DQ\ VXFK LVVHPLQDWLRQ JHQW ZLWK RU ZLWKRXW DSSRLQWLQJ D VXFFHVVRU LVVHPLQDWLRQ JHQW

XWLHV PPXQLWLHV DQG LDELOLWLHV RI LVVHPLQDWLRQ JHQW 7KH LVVHPLQDWLRQ JHQW VKDOO KDYH RQO\

VXFK GXWLHV DV DUH VSHFLILFDOO\ VHW IRUWK LQ WKLV 8QGHUWDNLQJ DQG WKH DSSOLFDEOH UHODWHG DJHQF\ DJUHHPHQW

DQG WR WKH H[ WHQW SHUPLWWHG E\ DSSOLFDEOH ODZ WKH VVXHU VKDOO LQGHPQLI\ DQG VDYH WKH LVVHPLQDWLRQ

JHQW LWV RIILFHUV GLUHFWRUV HPSOR\ HHV DQG DJHQWV KDUPOHVV IRU IURP DQG DJDLQVW DQ\ ORVV H[ SHQVH DQG

OLDELOLWLHV WKDW WKH LVVHPLQDWLRQ JHQW PD\ LQFXU DULVLQJ RXW RI RU LQ WKH H[ HUFLVH RU SHUIRUPDQFH RI WKH

SRZHUV DQG GXWLHV RI WKH LVVHPLQDWLRQ JHQW SXUVXDQW WR WKLV 8QGHUWDNLQJ DQG WKH DSSOLFDEOH UHODWHG

DJHQF\ DJUHHPHQW LQFOXGLQJ WKH FRVWV DQG H[ SHQVHV LQFOXGLQJ DWWRUQH\ V¶ IHHV RI GHIHQGLQJ DJDLQVW DQ\

FODLP RI OLDELOLW\ EXW H[ FOXGLQJ OLDELOLWLHV GXH WR WKH JURVV QHJOLJHQFH RU ZLOOIXO PLVFRQGXFW RI WKH

LVVHPLQDWLRQ JHQW 7KH REOLJDWLRQV RI WKH VVXHU XQGHU WKLV 6HFWLRQ VKDOO VXUYLYH UHVLJQDWLRQ RU

UHPRYDO RI WKH LVVHPLQDWLRQ JHQW DQG SD\ PHQW RI WKH 6HFXULWLHV

DWHG ORVLQJ DWH@
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7KLV 8QGHUWDNLQJ LV H[ HFXWHG DQG GHOLYHUHG E\ 5REVRQ 5DQFK 4XDLO UHHN D OLPLWHG

OLDELOLW\ FRPSDQ\ GXO\ RUJDQL] HG DQG YDOLGO\ H[ LVWLQJ SXUVXDQW WR WKH ODZV RI WKH 6WDWH RI HODZDUH

KHUHLQDIWHU UHIHUUHG WR DV WKH HYHORSHU´ DFWLQJ LQ LWV RZQ FDSDFLW\ LQ FRQQHFWLRQ ZLWK WKH LVVXDQFH RI

WKH FDSWLRQHG PXQLFLSDO VHFXULWLHV KHUHLQDIWHU UHIHUUHG WR DV WKH 6HFXULWLHV´ IRU WKH EHQHILW RI WKH

RZQHUV RI WKH 6HFXULWLHV EHLQJ WKH UHJLVWHUHG RZQHUV WKHUHRI RU DQ\ SHUVRQ WKDW KDV WKH SRZHU GLUHFWO\ RU

LQGLUHFWO\ WR YRWH RU FRQVHQW ZLWK UHVSHFW WR RU WR GLVSRVH RI RZQHUVKLS RI DQ\ RI WKH 6HFXULWLHV

LQFOXGLQJ SHUVRQV KROGLQJ WKH 6HFXULWLHV WKURXJK QRPLQHHV GHSRVLWRULHV RU RWKHU LQWHUPHGLDULHV RU LV

WUHDWHG DV WKH RZQHU RI DQ\ 6HFXULWLHV IRU IHGHUDO LQFRPH WD[ SXUSRVHV

6HFWLRQ HILQLWLRQV

LVVHPLQDWLRQ JHQW´ VKDOO PHDQ DQ\ DJHQW WKDW KDV H[ HFXWHG D GLVVHPLQDWLRQ DJHQF\

DJUHHPHQW ZLWK WKH HYHORSHU DQG WKH VXFFHVVRUV DQG DVVLJQV RI VXFK DJHQW

00$´VKDOO PHDQ WKH OHFWURQLF 0XQLFLSDO 0DUNHW FFHVV V\ VWHP RI WKH 0XQLFLSDO

6HFXULWLHV 5XOHPDNLQJ RDUG QIRUPDWLRQ UHJDUGLQJ VXEPLVVLRQV WR 00$ LV DYDLODEOH DW

KWWS HPPD PVUE RUJ VXEPLVVLRQ

VVXHU´ VKDOO PHDQ 4XDLO UHHN RPPXQLW\ DFLOLWLHV LVWULFW D FRPPXQLW\ IDFLOLWLHV

GLVWULFW RUJDQL] HG DQG H[ LVWLQJ SXUVXDQW WR WKH ODZV RI WKH 6WDWH RI UL] RQD

065% V́KDOO PHDQ WKH 0XQLFLSDO 6HFXULWLHV 5XOHPDNLQJ RDUG

LVWHG YHQWV´ VKDOO PHDQ DQ\ RI WKH HYHQWV OLVWHG LQ 6HFWLRQ D

1RWLFH RI LVWHG YHQW´ VKDOO PHDQ DQ\ QRWLFH SURYLGHG E\ WKH HYHORSHU SXUVXDQW WR

DQG DV GHVFULEHG LQ 6HFWLRQ

5HSRUW´ VKDOO PHDQ DQ\ DQQXDO UHSRUW SURYLGHG E\ WKH HYHORSHU SXUVXDQW WR DQG DV

GHVFULEHG LQ 6HFWLRQ

5HVROXWLRQ´ VKDOO PHDQ WKH UHVROXWLRQ DGRSWHG E\ WKH RDUG RI LUHFWRUV RI WKH LVWULFW

RQ 2FWREHU DXWKRUL] LQJ WKH LVVXDQFH RI WKH 6HFXULWLHV

5XOH´ VKDOO PHDQ 5XOH F E DGRSWHG E\ WKH 6HFXULWLHV DQG FKDQJH

RPPLVVLRQ XQGHU WKH 6HFXULWLHV FKDQJH FW RI DV WKH VDPH PD\ EH DPHQGHG IURP WLPH WR WLPH



6HFWLRQ RQWHQWV DQG 3URYLVLRQ RI 5HSRUWV

D QQXDO 5HSRUWV
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E RQWHQWV RI QQXDO 5HSRUW

L 7KH 5HSRUWV UHTXLUHG WR EH SURYLGHG SXUVXDQW WR 6XEVHFWLRQ D L RI WKLV

6HFWLRQ VKDOO FRQWDLQ RU LQFRUSRUDWH E\ UHIHUHQFH WKH IROORZLQJ

XGLWHG ILQDQFLDO VWDWHPHQWV RI WKH HYHORSHU IRU WKH SUHFHGLQJ

ILVFDO HDU LI DQ\ VXFK VWDWHPHQWV WR EH SUHSDUHG RQ WKH EDVLV RI JHQHUDOO\ DFFHSWHG

DFFRXQWLQJ SULQFLSOHV SURYLGHG KRZHYHU H[ HFXWLRQ RI WKLV 8QGHUWDNLQJ VKDOO QRW

REOLJDWH WKH HYHORSHU WR SUHSDUH DXGLWHG ILQDQFLDO VWDWHPHQWV IRU DQ\ ILVFDO HDU
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LL 7KH 5HSRUW UHTXLUHG WR EH SURYLGHG SXUVXDQW WR 6XEVHFWLRQ D L RI WKLV

6HFWLRQ PD\ EH VXEPLWWHG DV D VLQJOH GRFXPHQW RU DV VHSDUDWH GRFXPHQWV FRPSULVLQJ D SDFNDJH

DQG PD\ LQFRUSRUDWH E\ UHIHUHQFH IURP RWKHU GRFXPHQWV RWKHU LQIRUPDWLRQ LQFOXGLQJ RIILFLDO

VWDWHPHQWV RI GHEW LVVXHV RI WKH VVXHU RU UHODWHG SXEOLF HQWLWLHV WKDW KDYH EHHQ VXEPLWWHG WR WKH

065% I WKH GRFXPHQW LQFRUSRUDWHG E\ UHIHUHQFH LV D ILQDO RIILFLDO VWDWHPHQW LW PXVW EH

DYDLODEOH IURP WKH 065% 7KH HYHORSHU VKDOO FOHDUO\ LGHQWLI\ HDFK VXFK RWKHU GRFXPHQW VR

LQFRUSRUDWHG E\ UHIHUHQFH

LLL I DXGLWHG ILQDQFLDO VWDWHPHQWV DUH EHLQJ SUHSDUHG DQG ZLOO EH LQFOXGHG LQ

D 5HSRUW UHTXLUHG WR EH SURYLGHG SXUVXDQW WR 6XEVHFWLRQ D L RI WKLV 6HFWLRQ EXW DUH QRW DYDLODEOH

LQ WLPH WR VDWLVI\ WKH UHTXLUHPHQWV RI 6XEVHFWLRQ D L RI WKLV 6HFWLRQ XQDXGLWHG ILQDQFLDO

VWDWHPHQWV PXVW EH SURYLGHG DW WKH UHTXLVLWH WLPH DV SDUW RI WKH 5HSRUW DQG DV VRRQ DV SRVVLEOH



EXW QRW ODWHU WKDQ GD\ V DIWHU VXFK DXGLWHG ILQDQFLDO VWDWHPHQWV EHFRPH DYDLODEOH WKH DXGLWHG

ILQDQFLDO VWDWHPHQWV VKDOO EH SURYLGHG WR WKH 065%WKURXJK 00$

6HFWLRQ 5HSRUWLQJ RI LVWHG YHQWV

D 7KLV 6HFWLRQ VKDOO JRYHUQ WKH JLYLQJ RI QRWLFHV RI WKH RFFXUUHQFH RI WKH IROORZLQJ

LVWHG YHQWV ZLWK UHVSHFW WR WKH 6HFXULWLHV L DQ\ FKDQJH RI RZQHUVKLS RU FRQWURO RI WKH HYHORSHU RU

LL DQ\ IDLOXUH E\ WKH HYHORSHU WR SD\ SULRU WR GHOLQTXHQF\ JHQHUDO SURSHUW\ WD[ HV VSHFLDO WD[ HV RU

DVVHVVPHQWV ZLWK UHVSHFW WR SURSHUW\ RI WKH HYHORSHU ZLWKLQ WKH ERXQGDULHV RI WKH VVXHU RU DQ\ DPRXQW

GXH SXUVXDQW WR WKH 6WDQGE\ RQWULEXWLRQ JUHHPHQW GHVFULEHG LQ WKH 2IILFLDO 6WDWHPHQW GDWHG

1RYHPEHU ZLWK UHVSHFW WR WKH 6HFXULWLHV
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6HFWLRQ 7HUPLQDWLRQ RI 5HSRUWLQJ 2EOLJDWLRQ

7KH REOLJDWLRQV RI WKH HYHORSHU SXUVXDQW WR WKLV 8QGHUWDNLQJ VKDOO WHUPLQDWH XSRQ L WKH OHJDO

GHIHDVDQFH SULRU UHGHPSWLRQ RU SD\ PHQW LQ IXOO RI DOO RI WKH 6HFXULWLHV RU LL WKH UHOHDVH RI WKH 6WDQGE\

RQWULEXWLRQ JUHHPHQW 7+( 9(/ 23( 5 25 6+$// 86( 7+( 66( 0,1$7,21 17
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6HFWLRQ PHQGPHQW RU DLYHU

D 1RWZLWKVWDQGLQJ DQ\ RWKHU SURYLVLRQ RI WKLV 8QGHUWDNLQJ WKH HYHORSHU PD\

DPHQG WKLV 8QGHUWDNLQJ DQG DQ\ SURYLVLRQ RI WKLV 8QGHUWDNLQJ PD\ EH ZDLYHG LI VXFK DPHQGPHQW RU

ZDLYHU LV VXSSRUWHG E\ DQ RSLQLRQ RI FRXQVHO H[ SHUW LQ IHGHUDO VHFXULWLHV ODZV WR WKH HIIHFW WKDW L VXFK

DPHQGPHQW RU ZDLYHU LV PDGH LQ FRQQHFWLRQ ZLWK D FKDQJH LQ FLUFXPVWDQFHV WKDW DULVHV IURP D FKDQJH LQ

OHJDO UHTXLUHPHQWV FKDQJH LQ ODZ RU FKDQJH LQ WKH LGHQWLW\ QDWXUH RU VWDWXV RI WKH HYHORSHU RU W\ SH RI

EXVLQHVV FRQGXFWHG LL WKLV 8QGHUWDNLQJ DV DPHQGHG RU DIIHFWHG E\ VXFK ZDLYHU ZRXOG KDYH FRPSOLHG

ZLWK WKH UHTXLUHPHQWV RI WKH 5XOH DW WKH WLPH RI WKH SULPDU\ RIIHULQJ RI WKH 6HFXULWLHV DIWHU WDNLQJ LQWR

DFFRXQW DQ\ DPHQGPHQWV RU LQWHUSUHWDWLRQV RI WKH 5XOH DV ZHOO DV DQ\ FKDQJH LQ FLUFXPVWDQFHV DQG LLL

VXFK DPHQGPHQW RU ZDLYHU GRHV QRW PDWHULDOO\ LPSDLU WKH LQWHUHVWV RI WKH RZQHUV RI WKH 6HFXULWLHV DV

GHWHUPLQHG HLWKHU E\ SDUWLHV VXFK DV WKH ERQG FRXQVHO XQDIILOLDWHG ZLWK WKH HYHORSHU RU E\ DQ

DSSURYLQJ YRWH RI WKH UHJLVWHUHG RZQHUV RI WKH 6HFXULWLHV SXUVXDQW WR WKH WHUPV RI WKH 5HVROXWLRQ DW WKH

WLPH RI WKH DPHQGPHQWV

E 7KH 5HSRUW FRQWDLQLQJ DPHQGHG RSHUDWLQJ GDWD RU ILQDQFLDO LQIRUPDWLRQ UHVXOWLQJ

IURP VXFK DPHQGPHQW RU ZDLYHU LI DQ\ VKDOO H[ SODLQ LQ QDUUDWLYH IRUP WKH UHDVRQV IRU WKH DPHQGPHQW RU

ZDLYHU DQG WKH LPSDFW RI WKH FKDQJH LQ WKH W\ SH RI RSHUDWLQJ GDWD RU ILQDQFLDO LQIRUPDWLRQ EHLQJ SURYLGHG

I DQ DPHQGPHQW RU ZDLYHU LV PDGH VSHFLI\ LQJ WKH DFFRXQWLQJ SULQFLSOHV WR EH IROORZHG LQ SUHSDULQJ

ILQDQFLDO VWDWHPHQWV WKH 5HSRUW UHTXLUHG WR EH SURYLGHG SXUVXDQW WR 6XEVHFWLRQ D L RI 6HFWLRQ KHUHRI

IRU WKH HDU LQ ZKLFK WKH FKDQJH LV PDGH VKDOO SUHVHQW D FRPSDULVRQ EHWZHHQ WKH ILQDQFLDO VWDWHPHQWV RU

LQIRUPDWLRQ SUHSDUHG RQ WKH EDVLV RI WKH QHZ DFFRXQWLQJ SULQFLSOHV DQG WKRVH SUHSDUHG RQ WKH EDVLV RI WKH

IRUPHU DFFRXQWLQJ SULQFLSOHV 6XFK FRPSDULVRQ VKDOO LQFOXGH D TXDOLWDWLYH GLVFXVVLRQ RI WKH GLIIHUHQFHV LQ



WKH DFFRXQWLQJ SULQFLSOHV DQG WKH LPSDFW RI WKH FKDQJH LQ WKH DFFRXQWLQJ SULQFLSOHV RQ WKH SUHVHQWDWLRQ RI

WKH ILQDQFLDO LQIRUPDWLRQ LQ RUGHU WR SURYLGH LQIRUPDWLRQ WR LQYHVWRUV WR HQDEOH WKHP WR HYDOXDWH WKH DELOLW\

RI WKH HYHORSHU WR PHHW LWV REOLJDWLRQV 7R WKH H[ WHQW UHDVRQDEO\ IHDVLEOH VXFK FRPSDULVRQ DOVR VKDOO EH
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6HFWLRQ GGLWLRQDO QIRUPDWLRQ 1RWKLQJ LQ WKLV 8QGHUWDNLQJ VKDOO EH GHHPHG WR SUHYHQW

WKH HYHORSHU IURP GLVVHPLQDWLQJ DQ\ RWKHU LQIRUPDWLRQ XVLQJ WKH PHDQV RI GLVVHPLQDWLRQ VHW IRUWK LQ

WKLV 8QGHUWDNLQJ RU DQ\ RWKHU PHDQV RI FRPPXQLFDWLRQ RU LQFOXGLQJ DQ\ RWKHU LQIRUPDWLRQ LQ DQ\ 5HSRUW

RU 1RWLFH RI LVWHG YHQW LQ DGGLWLRQ WR WKDW ZKLFK LV UHTXLUHG E\ WKLV 8QGHUWDNLQJ I WKH HYHORSHU

FKRRVHV WR LQFOXGH DQ\ LQIRUPDWLRQ LQ DQ\ 5HSRUW RU 1RWLFH RI LVWHG YHQW LQ DGGLWLRQ WR WKDW ZKLFK LV

VSHFLILFDOO\ UHTXLUHG E\ WKLV 8QGHUWDNLQJ WKH HYHORSHU VKDOO KDYH QR REOLJDWLRQ XQGHU WKLV 8QGHUWDNLQJ

WR XSGDWH VXFK LQIRUPDWLRQ RU LQFOXGH LW LQ DQ\ IXWXUH 5HSRUW RU 1RWLFH RI LVWHG YHQW

6HFWLRQ HIDXOW Q WKH HYHQW RI D IDLOXUH RI WKH HYHORSHU WR FRPSO\ ZLWK DQ\ SURYLVLRQ

RI WKLV 8QGHUWDNLQJ DQ\ RZQHU RI D 6HFXULW\ IRU WKH EHQHILW RI ZKLFK WKLV 8QGHUWDNLQJ LV EHLQJ SURYLGHG

PD\ WDNH VXFK DFWLRQV DV PD\ EH QHFHVVDU\ DQG DSSURSULDWH LQFOXGLQJ VHHNLQJ PDQGDPXV RU VSHFLILF

SHUIRUPDQFH E\ FRXUW RUGHU WR FDXVH WKH HYHORSHU WR FRPSO\ ZLWK LWV REOLJDWLRQV XQGHU WKLV 8QGHUWDNLQJ

GHIDXOW XQGHU WKLV 8QGHUWDNLQJ VKDOO QRW EH GHHPHG DQ HYHQW RI GHIDXOW IRU RWKHU SXUSRVHV RI WKH

5HVROXWLRQ DQG WKH VROH UHPHG\ XQGHU WKLV 8QGHUWDNLQJ LQ WKH HYHQW RI DQ\ IDLOXUH RI WKH HYHORSHU WR

FRPSO\ ZLWK WKLV 8QGHUWDNLQJ VKDOO EH DQ DFWLRQ WR FRPSHO SHUIRUPDQFH

6HFWLRQ LVVHPLQDWLRQ JHQW 7KH HYHORSHU PD\ IURP WLPH WR WLPH DSSRLQW RU HQJDJH

D LVVHPLQDWLRQ JHQW WR DVVLVW LW LQ VDWLVI\ LQJ WKH REOLJDWLRQV RI WKH HYHORSHU KHUHXQGHU DQG PD\

GLVFKDUJH DQ\ VXFK LVVHPLQDWLRQ JHQW ZLWK RU ZLWKRXW DSSRLQWLQJ D VXFFHVVRU LVVHPLQDWLRQ JHQW

6HFWLRQ 5HFRUGNHHSLQJ 7KH HYHORSHU VKDOO PDLQWDLQ FRSLHV RI HDFK 5HSRUW DQG 1RWLFH

LVWHG YHQW DV ZHOO DV WKH QDPHV RI WKH HQWLWLHV ZLWK ZKRP WKH VDPH ZDV ILOHG DQG WKH GDWH RI ILOLQJ

WKHUHRI

6HFWLRQ XWLHV PPXQLWLHV DQG LDELOLWLHV RI LVVHPLQDWLRQ JHQW 7KH LVVHPLQDWLRQ

JHQW VKDOO KDYH RQO\ VXFK GXWLHV DV DUH VSHFLILFDOO\ VHW IRUWK LQ WKLV 8QGHUWDNLQJ DQG WKH DSSOLFDEOH

UHODWHG DJHQF\ DJUHHPHQW DQG WKH HYHORSHU VKDOO LQGHPQLI\ DQG VDYH WKH LVVHPLQDWLRQ JHQW LWV

RIILFHUV GLUHFWRUV HPSOR\ HHV DQG DJHQWV KDUPOHVV IRU IURP DQG DJDLQVW DQ\ ORVV H[ SHQVH DQG OLDELOLWLHV

WKDW WKH LVVHPLQDWLRQ JHQW PD\ LQFXU DULVLQJ RXW RI RU LQ WKH H[ HUFLVH RU SHUIRUPDQFH RI WKH SRZHUV DQG

GXWLHV RI WKH LVVHPLQDWLRQ JHQW SXUVXDQW WR WKLV 8QGHUWDNLQJ DQG WKH DSSOLFDEOH UHODWHG DJHQF\

DJUHHPHQW LQFOXGLQJ WKH FRVWV DQG H[ SHQVHV LQFOXGLQJ DWWRUQH\ V IHHV RI GHIHQGLQJ DJDLQVW DQ\ FODLP RI

OLDELOLW\ EXW H[ FOXGLQJ OLDELOLWLHV GXH WR WKH JURVV QHJOLJHQFH RU ZLOOIXO PLVFRQGXFW RI WKH LVVHPLQDWLRQ

JHQW 7KH REOLJDWLRQV RI WKH HYHORSHU XQGHU WKLV 6HFWLRQ VKDOO VXUYLYH UHVLJQDWLRQ RU UHPRYDO RI WKH

LVVHPLQDWLRQ JHQW DQG SD\ PHQW RI WKH 6HFXULWLHV

6HFWLRQ RSLHV IRU VVXHU Q\ FRS\ SURYLGHG E\ WKLV 8QGHUWDNLQJ WR EH JLYHQ RU

IXUQLVKHG WR WKH VVXHU E\ WKH HYHORSHU VKDOO EH VXIILFLHQW IRU HYHU\ SXUSRVH KHUHXQGHU LI LQ ZULWLQJ DQG

PDLOHG ILUVW FODVV SRVWDJH SUHSDLG WR WKH VVXHU DGGUHVVHG WR LW DW F R BBBBBBBBBBBBBBBBBBBBBBBBBB

WWHQWLRQ LVWULFW OHUN RU DW DQ\ RWKHU DGGUHVV IXUQLVKHG SUHYLRXVO\ LQ ZULWLQJ WR WKH HYHORSHU E\ WKH

VVXHU



6HFWLRQ 6XEVHTXHQW 7UDQVIHUV RI DQG 8SRQ DQ\ VDOH RI ODQG ZLWKLQ WKH ERXQGDULHV RI

WKH VVXHU VXFK WKDW WKH DFTXLULQJ RZQHU KHUHLQDIWHU UHIHUUHG WR DV WKH 7UDQVIHUHH´ VKDOO EHFRPH DQ

RZQHU RI ODQG ZLWKLQ WKH ERXQGDULHV RI WKH VVXHU WKH OLPLWHG DVVHVVHG YDOXDWLRQ RI ZKLFK DV RI WKH GDWH

RQ ZKLFK WKH 7UDQVIHUHH EHFRPHV DQ RZQHU HTXDOV RU H[ FHHGV SHUFHQW RI WKH OLPLWHG DVVHVVHG

YDOXDWLRQ RI DOO ODQG ZLWKLQ WKH ERXQGDULHV RI WKH VVXHU WKH HYHORSHU VKDOO UHTXLUH WKH 7UDQVIHUHH WR

H[ HFXWH DQ 8QGHUWDNLQJ VXEVWDQWLDOO\ VLPLODU WR WKLV 8QGHUWDNLQJ DQG LQ FRPSOLDQFH ZLWK WKH 5XOH SULRU WR

WKH FRQYH\ DQFH RI WLWOH WR WKH 7UDQVIHUHH

DWHG ORVLQJ DWH@
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D HODZDUH OLPLWHG OLDELOLW\ FRPSDQ\

UOLQJWRQ 3URSHUW\ 0DQDJHPHQW RPSDQ\

DQ UL] RQD FRUSRUDWLRQ

WV 0HPEHU

WV
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7KH HSRVLWRU\ 7UXVW RPSDQ\ 7&´ 1HZ RUN 1HZ RUN ZLOO DFW DV VHFXULWLHV GHSRVLWRU\ IRU WKH

RQGV 7KH RQGV ZLOO EH LVVXHG DV IXOO\ UHJLVWHUHG VHFXULWLHV UHJLVWHUHG LQ WKH QDPH RI HGH R

7&¶V SDUWQHUVKLS QRPLQHH RU VXFK RWKHU QDPH DV PD\ EH UHTXHVWHG E\ DQ DXWKRUL] HG UHSUHVHQWDWLYH RI

7& 2QH IXOO\ UHJLVWHUHG RQG ZLOO EH LVVXHG IRU HDFK PDWXULW\ RI WKH RQGV HDFK LQ WKH DJJUHJDWH

SULQFLSDO DPRXQW RI VXFK PDWXULW\ DQG ZLOO EH GHSRVLWHG ZLWK 7&

7& WKH ZRUOG¶V ODUJHVW VHFXULWLHV GHSRVLWRU\ LV D OLPLWHG SXUSRVH WUXVW FRPSDQ\ RUJDQL] HG XQGHU WKH

1HZ RUN DQNLQJ DZ D EDQNLQJ RUJDQL] DWLRQ´ ZLWKLQ WKH PHDQLQJ RI WKH 1HZ RUN DQNLQJ DZ D

PHPEHU RI WKH HGHUDO 5HVHUYH 6\ VWHP D FOHDULQJ FRUSRUDWLRQ´ ZLWKLQ WKH PHDQLQJ RI WKH 1HZ RUN

8QLIRUP RPPHUFLDO RGH DQG D FOHDULQJ DJHQF\´ UHJLVWHUHG SXUVXDQW WR WKH SURYLVLRQV RI 6HFWLRQ

RI WKH 6HFXULWLHV FKDQJH FW RI 7& KROGV DQG SURYLGHV DVVHW VHUYLFLQJ IRU RYHU PLOOLRQ

LVVXHV RI 8 6 DQG QRQ 8 6 HTXLW\ LVVXHV FRUSRUDWH DQG PXQLFLSDO GHEW LVVXHV DQG PRQH\ PDUNHW

LQVWUXPHQWV IURP RYHU FRXQWULHV WKDW 7&¶V SDUWLFLSDQWV LUHFW 3DUWLFLSDQWV´ GHSRVLW ZLWK 7&

7& DOVR IDFLOLWDWHV WKH SRVW WUDGH VHWWOHPHQW DPRQJ LUHFW 3DUWLFLSDQWV RI VDOHV DQG RWKHU VHFXULWLHV

WUDQVDFWLRQV LQ GHSRVLWHG VHFXULWLHV WKURXJK HOHFWURQLF FRPSXWHUL] HG ERRN HQWU\ WUDQVIHUV DQG SOHGJHV

EHWZHHQ LUHFW 3DUWLFLSDQWV¶ DFFRXQWV 7KLV HOLPLQDWHV WKH QHHG IRU SK\ VLFDO PRYHPHQW RI VHFXULWLHV

FHUWLILFDWHV LUHFW 3DUWLFLSDQWV LQFOXGH ERWK 8 6 DQG QRQ 8 6 VHFXULWLHV EURNHUV DQG GHDOHUV EDQNV WUXVW

FRPSDQLHV FOHDULQJ FRUSRUDWLRQV DQG FHUWDLQ RWKHU RUJDQL] DWLRQV 7& LV D ZKROO\ RZQHG VXEVLGLDU\ RI

7KH HSRVLWRU\ 7UXVW OHDULQJ RUSRUDWLRQ 7&&´ 7&& LV WKH KROGLQJ FRPSDQ\ IRU 7&

1DWLRQDO 6HFXULWLHV OHDULQJ RUSRUDWLRQ DQG L[ HG QFRPH 6HFXULWLHV OHDULQJ RUSRUDWLRQ DOO RI ZKLFK

DUH UHJLVWHUHG FOHDULQJ DJHQFLHV 7&&LV RZQHG E\ WKH XVHUV RI LWV UHJXODWHG VXEVLGLDULHV FFHVV WR WKH

7& V\ VWHP LV DOVR DYDLODEOH WR RWKHUV VXFK DV ERWK 8 6 DQG QRQ 8 6 VHFXULWLHV EURNHUV DQG GHDOHUV

EDQNV WUXVW FRPSDQLHV DQG FOHDULQJ FRUSRUDWLRQV WKDW FOHDU WKURXJK RU PDLQWDLQ D FXVWRGLDO UHODWLRQVKLS

ZLWK D LUHFW 3DUWLFLSDQW HLWKHU GLUHFWO\ RU LQGLUHFWO\ QGLUHFW 3DUWLFLSDQWV´ DQG WRJHWKHU ZLWK WKH LUHFW

3DUWLFLSDQWV WKH 3DUWLFLSDQWV´ 7& KDV 6WDQGDUG 3RRU¶V UDWLQJ RI 7KH 7& 5XOHV

DSSOLFDEOH WR LWV 3DUWLFLSDQWV DUH RQ ILOH ZLWK WKH 6HFXULWLHV DQG FKDQJH RPPLVVLRQ 0RUH LQIRUPDWLRQ

DERXW 7&FDQ EH IRXQG DW ZZZ GWFF FRP DQG ZZZ GWF RUJ

3XUFKDVHV RI RQGV XQGHU WKH 7& V\ VWHP PXVW EH PDGH E\ RU WKURXJK LUHFW 3DUWLFLSDQWV ZKLFK ZLOO

UHFHLYH D FUHGLW IRU WKH RQGV RQ 7&¶V UHFRUGV 7KH RZQHUVKLS LQWHUHVW RI HDFK DFWXDO SXUFKDVHU RI HDFK

RQG HQHILFLDO 2ZQHU´ LV LQ WXUQ WR EH UHFRUGHG RQ WKH LUHFW DQG QGLUHFW 3DUWLFLSDQWV¶ UHFRUGV

HQHILFLDO 2ZQHUV ZLOO QRW UHFHLYH ZULWWHQ FRQILUPDWLRQ IURP 7&RI WKHLU SXUFKDVH HQHILFLDO 2ZQHUV

DUH KRZHYHU H[ SHFWHG WR UHFHLYH ZULWWHQ FRQILUPDWLRQV SURYLGLQJ GHWDLOV RI WKH WUDQVDFWLRQ DV ZHOO DV

SHULRGLF VWDWHPHQWV RI WKHLU KROGLQJV IURP WKH LUHFW RU QGLUHFW 3DUWLFLSDQW WKURXJK ZKLFK WKH HQHILFLDO

2ZQHU HQWHUHG LQWR WKH WUDQVDFWLRQ 7UDQVIHUV RI RZQHUVKLS LQWHUHVWV LQ WKH RQGV DUH WR EH DFFRPSOLVKHG

E\ HQWULHV PDGH RQ WKH ERRNV RI LUHFW DQG QGLUHFW 3DUWLFLSDQWV DFWLQJ RQ EHKDOI RI HQHILFLDO 2ZQHUV

HQHILFLDO 2ZQHUV ZLOO QRW UHFHLYH FHUWLILFDWHV UHSUHVHQWLQJ WKHLU RZQHUVKLS LQWHUHVWV LQ RQGV H[ FHSW LQ

WKH HYHQW WKDW XVH RI WKH ERRN HQWU\ V\ VWHP IRU WKH RQGV LV GLVFRQWLQXHG

7R IDFLOLWDWH VXEVHTXHQW WUDQVIHUV DOO RQGV GHSRVLWHG E\ LUHFW 3DUWLFLSDQWV ZLWK 7& DUH UHJLVWHUHG LQ

WKH QDPH RI 7&¶V SDUWQHUVKLS QRPLQHH HGH R RU VXFK RWKHU QDPH DV PD\ EH UHTXHVWHG E\ DQ

DXWKRUL] HG UHSUHVHQWDWLYH RI 7& 7KH GHSRVLW RI RQGV ZLWK 7& DQG WKHLU UHJLVWUDWLRQ LQ WKH QDPH RI

HGH R RU VXFK RWKHU 7& QRPLQHH GR QRW DIIHFW DQ\ FKDQJH LQ EHQHILFLDO RZQHUVKLS 7& KDV QR

NQRZOHGJH RI WKH DFWXDO HQHILFLDO 2ZQHUV RI WKH RQGV 7&¶V UHFRUGV UHIOHFW RQO\ WKH LGHQWLW\ RI WKH

LUHFW 3DUWLFLSDQWV WR ZKRVH DFFRXQWV VXFK RQGV DUH FUHGLWHG ZKLFK PD\ RU PD\ QRW EH WKH HQHILFLDO

2ZQHUV 7KH LUHFW DQG QGLUHFW 3DUWLFLSDQWV ZLOO UHPDLQ UHVSRQVLEOH IRU NHHSLQJ DFFRXQW RI WKHLU

KROGLQJV RQ EHKDOI RI WKHLU FXVWRPHUV



RQYH\ DQFH RI QRWLFHV DQG RWKHU FRPPXQLFDWLRQV E\ 7&WR LUHFW 3DUWLFLSDQWV E\ LUHFW 3DUWLFLSDQWV WR

QGLUHFW 3DUWLFLSDQWV DQG E\ LUHFW 3DUWLFLSDQWV DQG QGLUHFW 3DUWLFLSDQWV WR HQHILFLDO 2ZQHUV ZLOO EH

JRYHUQHG E\ DUUDQJHPHQWV DPRQJ WKHP VXEMHFW WR DQ\ VWDWXWRU\ RU UHJXODWRU\ UHTXLUHPHQWV DV PD\ EH LQ

HIIHFW IURP WLPH WR WLPH HQHILFLDO 2ZQHUV RI WKH RQGV PD\ ZLVK WR WDNH FHUWDLQ VWHSV WR DXJPHQW WKH

WUDQVPLVVLRQ WR WKHP RI QRWLFHV RI VLJQLILFDQW HYHQWV ZLWK UHVSHFW WR WKH RQGV VXFK DV UHGHPSWLRQV

WHQGHUV GHIDXOWV DQG SURSRVHG DPHQGPHQWV WR WKH RQG GRFXPHQWV RU H[ DPSOH HQHILFLDO 2ZQHUV RI

RQGV PD\ ZLVK WR DVFHUWDLQ WKDW WKH QRPLQHH KROGLQJ WKH RQGV IRU WKHLU EHQHILW KDV DJUHHG WR REWDLQ DQG

WUDQVPLW QRWLFHV WR HQHILFLDO 2ZQHUV Q WKH DOWHUQDWLYH HQHILFLDO 2ZQHUV PD\ ZLVK WR SURYLGH WKHLU

QDPHV DQG DGGUHVVHV WR WKH 7UXVWHH DQG UHTXHVW WKDW FRSLHV RI QRWLFHV EH SURYLGHG GLUHFWO\ WR WKHP

5HGHPSWLRQ QRWLFHV VKDOO EH VHQW WR 7& I OHVV WKDQ DOO RI WKH RQGV ZLWKLQ DQ LVVXH DUH EHLQJ UHGHHPHG

7&¶V SUDFWLFH LV WR GHWHUPLQH E\ ORW WKH DPRXQW RI WKH LQWHUHVW RI HDFK LUHFW 3DUWLFLSDQW LQ VXFK LVVXH WR

EH UHGHHPHG

1HLWKHU 7& QRU HGH R QRU DQ\ RWKHU 7& QRPLQHH ZLOO FRQVHQW RU YRWH ZLWK UHVSHFW WR RQGV

XQOHVV DXWKRUL] HG E\ D LUHFW 3DUWLFLSDQW LQ DFFRUGDQFH ZLWK 7&¶V 00, 3URFHGXUHV 8QGHU LWV XVXDO

SURFHGXUHV 7& PDLOV DQ 2PQLEXV 3UR[\ WR WKH LVWULFW DV VRRQ DV SRVVLEOH DIWHU WKH UHFRUG GDWH 7KH

2PQLEXV 3UR[\ DVVLJQV HGH R V FRQVHQWLQJ RU YRWLQJ ULJKWV WR WKRVH LUHFW 3DUWLFLSDQWV WR ZKRVH

DFFRXQWV RQGV DUH FUHGLWHG RQ WKH UHFRUG GDWH LGHQWLILHG LQ D OLVWLQJ DWWDFKHG WR WKH 2PQLEXV 3UR[\

3D\ PHQW RI SULQFLSDO RI DQG LQWHUHVW RQ WKH RQGV DQG WKH UHGHPSWLRQ SULFH RI DQ\ RQG ZLOO EH PDGH WR

HGH R RU VXFK RWKHU QRPLQHH DV PD\ EH UHTXHVWHG E\ DQ DXWKRUL] HG UHSUHVHQWDWLYH RI 7& 7&¶V

SUDFWLFH LV WR FUHGLW LUHFW 3DUWLFLSDQWV¶ DFFRXQWV XSRQ 7&¶V UHFHLSW RI IXQGV DQG FRUUHVSRQGLQJ GHWDLO

LQIRUPDWLRQ IURP WKH LVWULFW RU WKH 7UXVWHH RQ SD\ DEOH GDWH LQ DFFRUGDQFH ZLWK WKHLU UHVSHFWLYH KROGLQJV

VKRZQ RQ 7&¶V UHFRUGV 3D\ PHQWV E\ 3DUWLFLSDQWV WR HQHILFLDO 2ZQHUV ZLOO EH JRYHUQHG E\ VWDQGLQJ

LQVWUXFWLRQV DQG FXVWRPDU\ SUDFWLFHV DV LV WKH FDVH ZLWK VHFXULWLHV KHOG IRU WKH DFFRXQWV RI FXVWRPHUV LQ

EHDUHU IRUP RU UHJLVWHUHG LQ VWUHHW QDPH DQG ZLOO EH WKH UHVSRQVLELOLW\ RI VXFK 3DUWLFLSDQW DQG QRW RI

7& WKH 7UXVWHH RU WKH LVWULFW VXEMHFW WR DQ\ VWDWXWRU\ RU UHJXODWRU\ UHTXLUHPHQWV DV PD\ EH LQ HIIHFW

IURP WLPH WR WLPH 3D\ PHQW RI SULQFLSDO RI DQG LQWHUHVW RQ WKH RQGV DQG WKH UHGHPSWLRQ SULFH RI DQ\

RQGV ZLOO EH PDGH WR HGH R RU VXFK RWKHU QRPLQHH DV PD\ EH UHTXHVWHG E\ DQ DXWKRUL] HG

UHSUHVHQWDWLYH RI 7& LV WKH UHVSRQVLELOLW\ RI WKH LVWULFW RU WKH 7UXVWHH GLVEXUVHPHQW RI VXFK SD\ PHQWV

WR LUHFW 3DUWLFLSDQWV ZLOO EH WKH UHVSRQVLELOLW\ RI 7& DQG GLVEXUVHPHQW RI VXFK SD\ PHQWV WR WKH

HQHILFLDO 2ZQHUV ZLOO EH WKH UHVSRQVLELOLW\ RI LUHFW DQG QGLUHFW 3DUWLFLSDQWV

7&PD\ GLVFRQWLQXH SURYLGLQJ LWV VHUYLFHV DV GHSRVLWRU\ ZLWK UHVSHFW WR WKH RQGV DW DQ\ WLPH E\ JLYLQJ

UHDVRQDEOH QRWLFH WR WKH LVWULFW RU WKH 7UXVWHH 8QGHU VXFK FLUFXPVWDQFHV LQ WKH HYHQW WKDW D VXFFHVVRU

GHSRVLWRU\ LV QRW REWDLQHG FHUWLILFDWHV DUH UHTXLUHG WR EH SULQWHG DQG GHOLYHUHG

7KH LVWULFW PD\ GHFLGH WR GLVFRQWLQXH XVH RI WKH V\ VWHP RI ERRN HQWU\ RQO\ WUDQVIHUV WKURXJK 7& RU D

VXFFHVVRU VHFXULWLHV GHSRVLWRU\ Q WKDW HYHQW FHUWLILFDWHV ZLOO EH SULQWHG DQG GHOLYHUHG WR 7&

7KH LQIRUPDWLRQ LQ WKLV VHFWLRQ FRQFHUQLQJ 7& DQG 7&¶V ERRN HQWU\ V\ VWHP KDV EHHQ REWDLQHG IURP

VRXUFHV WKDW WKH LVWULFW EHOLHYHV WR EH UHOLDEOH EXW WKH LVWULFW WDNHV QR UHVSRQVLELOLW\ IRU WKH DFFXUDF\

WKHUHRI

7KH LQIRUPDWLRQ LQ WKLV VHFWLRQ FRQFHUQLQJ 7& DQG 7&¶V ERRN HQWU\ V\ VWHP KDV EHHQ REWDLQHG IURP

VRXUFHV WKDW WKH LVWULFW EHOLHYHV WR EH UHOLDEOH EXW WKH LVWULFW WDNHV QR UHVSRQVLELOLW\ IRU WKH DFFXUDF\

WKHUHRI
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21' 6 LQ DJJUHJDWH SULQFLSDO DPRXQW RI
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IIHFWLYH DWH

3UHPLXP

6685(' 8$5$17< 081,&,3$/ 253 0 IRU FRQVLGHUDWLRQ UHFHLYHG KHUHE\

81&21', 7,21$//< 1' 55(92&$%/<DJUHHV WR SD\ WR WKH WUXVWHH WKH 7UXVWHH RU SD\ LQJ DJHQW WKH

3D\ LQJ JHQW DV VHW IRUWK LQ WKH GRFXPHQWDWLRQ SURYLGLQJ IRU WKH LVVXDQFH RI DQG VHFXULQJ WKH RQGV IRU

WKH RQGV IRU WKH EHQHILW RI WKH 2ZQHUV RU DW WKH HOHFWLRQ RI 0 GLUHFWO\ WR HDFK 2ZQHU VXEMHFW RQO\ WR

WKH WHUPV RI WKLV 3ROLF\ ZKLFK LQFOXGHV HDFK HQGRUVHPHQW KHUHWR WKDW SRUWLRQ RI WKH SULQFLSDO RI DQG

LQWHUHVW RQ WKH RQGV WKDW VKDOO EHFRPH XH IRU 3D\PHQW EXW VKDOO EH XQSDLG E\ UHDVRQ RI 1RQSD\ PHQW E\

WKH VVXHU

2Q WKH ODWHU RI WKH GD\ RQ ZKLFK VXFK SULQFLSDO DQG LQWHUHVW EHFRPHV XH IRU 3D\ PHQW RU WKH

XVLQHVV D\ QH[ W IROORZLQJ WKH XVLQHVV D\ RQ ZKLFK 0 VKDOO KDYH UHFHLYHG 1RWLFH RI 1RQSD\ PHQW

0 ZLOO GLVEXUVH WR RU IRU WKH EHQHILW RI HDFK 2ZQHU RI D RQG WKH IDFH DPRXQW RI SULQFLSDO RI DQG LQWHUHVW

RQ WKH RQG WKDW LV WKHQ XH IRU 3D\PHQW EXW LV WKHQ XQSDLG E\ UHDVRQ RI 1RQSD\ PHQW E\ WKH VVXHU EXW

RQO\ XSRQ UHFHLSW E\ 0 LQ D IRUP UHDVRQDEO\ VDWLVIDFWRU\ WR LW RI D HYLGHQFH RI WKH 2ZQHUV ULJKW WR

UHFHLYH SD\ PHQW RI WKH SULQFLSDO RU LQWHUHVW WKHQ XH IRU 3D\ PHQW DQG E HYLGHQFH LQFOXGLQJ DQ\

DSSURSULDWH LQVWUXPHQWV RI DVVLJQPHQW WKDW DOO RI WKH 2ZQHUV ULJKWV ZLWK UHVSHFW WR SD\ PHQW RI VXFK

SULQFLSDO RU LQWHUHVW WKDW LV XH IRU 3D\ PHQW VKDOO WKHUHXSRQ YHVW LQ 0 1RWLFH RI 1RQSD\ PHQW ZLOO EH

GHHPHG UHFHLYHG RQ D JLYHQ XVLQHVV D\ LI LW LV UHFHLYHG SULRU WR S P 1HZ RUN WLPH RQ VXFK

XVLQHVV D\ RWKHUZLVH LW ZLOO EH GHHPHG UHFHLYHG RQ WKH QH[ W XVLQHVV D\ I DQ\ 1RWLFH RI

1RQSD\ PHQW UHFHLYHG E\ 0 LV LQFRPSOHWH LW VKDOO EH GHHPHG QRW WR KDYH EHHQ UHFHLYHG E\ 0 IRU

SXUSRVHV RI WKH SUHFHGLQJ VHQWHQFH DQG 0 VKDOO SURPSWO\ VR DGYLVH WKH 7UXVWHH 3D\ LQJ JHQW RU

2ZQHU DV DSSURSULDWH ZKR PD\ VXEPLW DQ DPHQGHG 1RWLFH RI 1RQSD\ PHQW 8SRQ GLVEXUVHPHQW LQ

UHVSHFW RI D RQG 0 VKDOO EHFRPH WKH RZQHU RI WKH RQG DQ\ DSSXUWHQDQW FRXSRQ WR WKH RQG RU ULJKW

WR UHFHLSW RI SD\ PHQW RI SULQFLSDO RI RU LQWHUHVW RQ WKH RQG DQG VKDOO EH IXOO\ VXEURJDWHG WR WKH ULJKWV RI WKH

2ZQHU LQFOXGLQJ WKH 2ZQHUV ULJKW WR UHFHLYH SD\ PHQWV XQGHU WKH RQG WR WKH H[ WHQW RI DQ\ SD\ PHQW E\

0 KHUHXQGHU 3D\ PHQW E\ 0 WR WKH 7UXVWHH RU 3D\ LQJ JHQW IRU WKH EHQHILW RI WKH 2ZQHUV VKDOO WR

WKH H[ WHQW WKHUHRI GLVFKDUJH WKH REOLJDWLRQ RI 0 XQGHU WKLV 3ROLF\

FHSW WR WKH H[ WHQW H[ SUHVVO\ PRGLILHG E\ DQ HQGRUVHPHQW KHUHWR WKH IROORZLQJ WHUPV VKDOO KDYH

WKH PHDQLQJV VSHFLILHG IRU DOO SXUSRVHV RI WKLV 3ROLF\ XVLQHVV D\ PHDQV DQ\ GD\ RWKHU WKDQ D D

6DWXUGD\ RU 6XQGD\ RU E D GD\ RQ ZKLFK EDQNLQJ LQVWLWXWLRQV LQ WKH 6WDWH RI 1HZ RUN RU WKH QVXUHU V

LVFDO JHQW DUH DXWKRUL] HG RU UHTXLUHG E\ ODZ RU H[ HFXWLYH RUGHU WR UHPDLQ FORVHG XH IRU 3D\PHQW

PHDQV D ZKHQ UHIHUULQJ WR WKH SULQFLSDO RI D RQG SD\ DEOH RQ WKH VWDWHG PDWXULW\ GDWH WKHUHRI RU WKH GDWH

RQ ZKLFK WKH VDPH VKDOO KDYH EHHQ GXO\ FDOOHG IRU PDQGDWRU\ VLQNLQJ IXQG UHGHPSWLRQ DQG GRHV QRW UHIHU WR

DQ\ HDUOLHU GDWH RQ ZKLFK SD\ PHQW LV GXH E\ UHDVRQ RI FDOO IRU UHGHPSWLRQ RWKHU WKDQ E\ PDQGDWRU\ VLQNLQJ

IXQG UHGHPSWLRQ DFFHOHUDWLRQ RU RWKHU DGYDQFHPHQW RI PDWXULW\ XQOHVV 0 VKDOO HOHFW LQ LWV VROH

GLVFUHWLRQ WR SD\ VXFK SULQFLSDO GXH XSRQ VXFK DFFHOHUDWLRQ WRJHWKHU ZLWK DQ\ DFFUXHG LQWHUHVW WR WKH GDWH

RI DFFHOHUDWLRQ DQG E ZKHQ UHIHUULQJ WR LQWHUHVW RQ D RQG SD\ DEOH RQ WKH VWDWHG GDWH IRU SD\ PHQW RI

LQWHUHVW 1RQSD\ PHQW PHDQV LQ UHVSHFW RI D RQG WKH IDLOXUH RI WKH VVXHU WR KDYH SURYLGHG VXIILFLHQW

IXQGV WR WKH 7UXVWHH RU LI WKHUH LV QR 7UXVWHH WR WKH 3D\ LQJ JHQW IRU SD\ PHQW LQ IXOO RI DOO SULQFLSDO DQG

LQWHUHVW WKDW LV XH IRU 3D\ PHQW RQ VXFK RQG 1RQSD\ PHQW VKDOO DOVR LQFOXGH LQ UHVSHFW RI D RQG DQ\

SD\ PHQW RI SULQFLSDO RU LQWHUHVW WKDW LV XH IRU 3D\ PHQW PDGH WR DQ 2ZQHU E\ RU RQ EHKDOI RI WKH VVXHU

ZKLFK KDV EHHQ UHFRYHUHG IURP VXFK 2ZQHU SXUVXDQW WR WKH
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8QLWHG 6WDWHV DQNUXSWF\ RGH E\ D WUXVWHH LQ EDQNUXSWF\ LQ DFFRUGDQFH ZLWK D ILQDO QRQDSSHDODEOH RUGHU

RI D FRXUW KDYLQJ FRPSHWHQW MXULVGLFWLRQ 1RWLFH PHDQV WHOHSKRQLF RU WHOHFRSLHG QRWLFH VXEVHTXHQWO\

FRQILUPHG LQ D VLJQHG ZULWLQJ RU ZULWWHQ QRWLFH E\ UHJLVWHUHG RU FHUWLILHG PDLO IURP DQ 2ZQHU WKH 7UXVWHH RU

WKH 3D\ LQJ JHQW WR 0 ZKLFK QRWLFH VKDOO VSHFLI\ D WKH SHUVRQ RU HQWLW\ PDNLQJ WKH FODLP E WKH 3ROLF\

1XPEHU F WKH FODLPHG DPRXQW DQG G WKH GDWH VXFK FODLPHG DPRXQW EHFDPH XH IRU 3D\ PHQW 2ZQHU

PHDQV LQ UHVSHFW RI D RQG WKH SHUVRQ RU HQWLW\ ZKR DW WKH WLPH RI 1RQSD\ PHQW LV HQWLWOHG XQGHU WKH

WHUPV RI VXFK RQG WR SD\ PHQW WKHUHRI H[ FHSW WKDW 2ZQHU VKDOO QRW LQFOXGH WKH VVXHU RU DQ\ SHUVRQ RU

HQWLW\ ZKRVH GLUHFW RU LQGLUHFW REOLJDWLRQ FRQVWLWXWHV WKH XQGHUO\ LQJ VHFXULW\ IRU WKH RQGV

0 PD\ DSSRLQW D ILVFDO DJHQW WKH QVXUHU V LVFDO JHQW IRU SXUSRVHV RI WKLV 3ROLF\ E\

JLYLQJ ZULWWHQ QRWLFH WR WKH 7UXVWHH DQG WKH 3D\ LQJ JHQW VSHFLI\ LQJ WKH QDPH DQG QRWLFH DGGUHVV RI WKH

QVXUHU V LVFDO JHQW URP DQG DIWHU WKH GDWH RI UHFHLSW RI VXFK QRWLFH E\ WKH 7UXVWHH DQG WKH 3D\ LQJ

JHQW D FRSLHV RI DOO QRWLFHV UHTXLUHG WR EH GHOLYHUHG WR 0 SXUVXDQW WR WKLV 3ROLF\ VKDOO EH

VLPXOWDQHRXVO\ GHOLYHUHG WR WKH QVXUHUV LVFDO JHQW DQG WR 0 DQG VKDOO QRW EH GHHPHG UHFHLYHG XQWLO

UHFHLYHG E\ ERWK DQG E DOO SD\ PHQWV UHTXLUHG WR EH PDGH E\ 0 XQGHU WKLV 3ROLF\ PD\ EH PDGH GLUHFWO\

E\ 0 RU E\ WKH QVXUHU V LVFDO JHQW RQ EHKDOI RI 0 7KH QVXUHU V LVFDO JHQW LV WKH DJHQW RI 0

RQO\ DQG WKH QVXUHU V LVFDO JHQW VKDOO LQ QR HYHQW EH OLDEOH WR DQ\ 2ZQHU IRU DQ\ DFW RI WKH QVXUHU V LVFDO

JHQW RU DQ\ IDLOXUH RI 0 WR GHSRVLW RU FDXVH WR EH GHSRVLWHG VXIILFLHQW IXQGV WR PDNH SD\ PHQWV GXH

XQGHU WKLV 3ROLF\

7R WKH IXOOHVW H[ WHQW SHUPLWWHG E\ DSSOLFDEOH ODZ 0 DJUHHV QRW WR DVVHUW DQG KHUHE\ ZDLYHV

RQO\ IRU WKH EHQHILW RI HDFK 2ZQHU DOO ULJKWV ZKHWKHU E\ FRXQWHUFODLP VHWRII RU RWKHUZLVH DQG GHIHQVHV

LQFOXGLQJ ZLWKRXW OLPLWDWLRQ WKH GHIHQVH RI IUDXG ZKHWKHU DFTXLUHG E\ VXEURJDWLRQ DVVLJQPHQW RU

RWKHUZLVH WR WKH H[ WHQW WKDW VXFK ULJKWV DQG GHIHQVHV PD\ EH DYDLODEOH WR 0 WR DYRLG SD\ PHQW RI LWV

REOLJDWLRQV XQGHU WKLV 3ROLF\ LQ DFFRUGDQFH ZLWK WKH H[ SUHVV SURYLVLRQV RI WKLV 3ROLF\

7KLV 3ROLF\ VHWV IRUWK LQ IXOO WKH XQGHUWDNLQJ RI 0 DQG VKDOO QRW EH PRGLILHG DOWHUHG RU

DIIHFWHG E\ DQ\ RWKHU DJUHHPHQW RU LQVWUXPHQW LQFOXGLQJ DQ\ PRGLILFDWLRQ RU DPHQGPHQW WKHUHWR FHSW WR

WKH H[ WHQW H[ SUHVVO\ PRGLILHG E\ DQ HQGRUVHPHQW KHUHWR D DQ\ SUHPLXP SDLG LQ UHVSHFW RI WKLV 3ROLF\ LV

QRQUHIXQGDEOH IRU DQ\ UHDVRQ ZKDWVRHYHU LQFOXGLQJ SD\ PHQW RU SURYLVLRQ EHLQJ PDGH IRU SD\ PHQW RI WKH

RQGV SULRU WR PDWXULW\ DQG E WKLV 3ROLF\ PD\ QRW EH FDQFHOHG RU UHYRNHG 7+,6 32/,&< 6 127

29(5(' 7+( 3523(57< 68$/7< 1685$1&( 6(&85,7< 81' 63(&,),(' 1 57,&/(

2) 7+( 1(: 25. 1685$1&(
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H[ HFXWHG RQ LWV EHKDOI E\ LWV XWKRUL] HG 2IILFHU
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CLOSING CERTIFICATE

OF

ROBSON RANCH QUAIL CREEK, LLC

9, 940, 000

QUAIL CREEK COMMUNITY FACILITIES DISTRICT

SAHUARITA, ARIZONA) 

GENERAL OBLIGATION REFUNDING BONDS, 

SERIES 2016

The undersigned officers of Arlington Property Management

Company, an Arizona corporation (" Arlington"), a Member in and the

Manager of Robson Ranch Quail Creek, LLC, a Delaware limited liability

company (" Robson Ranch"), acting for and on behalf of Robson Ranch, 

HEREBY CERTIFY as follows: 

1. That they are the qualified and acting President

CEO)/ Secretary and Vice President/ Assistant Secretary of Arlington, 

and as such President ( CEO)/ Secretary and Vice President/ Assistant

Secretary are familiar with the books and corporate records of Robson
Ranch. 

2. That Robson Ranch is a duly organized and validly

existing limited liability company of the State of Delaware, has the

authority to do business in the State of Arizona, has the power and

authority to consummate the transactions described in the hereinafter

defined Documents and has no proceedings pending or contemplated with

a view to liquidation or dissolution. 

3. That Robson Ranch has the power and authority to

execute and deliver the District Development, Financing Participation

and Intergovernmental Agreement ( Quail Creek Community Facilities

District), dated as of September 1, 2005, by and among the Town of

Sahuarita, Arizona, Quail Creek Community Facilities District ( the

District"), and Robson Ranch, and the First Amendment to District

Development, Financing and Intergovernmental Agreement ( Quail Creek

Community Facilities District), dated as of December 1, 2016, by and

between the District and Robson Ranch; the Indemnity Letter, dated

November 17, 2016, from Robson Ranch to the District and Hilltop

Securities Inc.; the Series 2016 Standby Contribution Agreement, dated

as of December 1, 2016, by and among Robson Ranch, the District and

U. S. Bank National Association, as trustee; and the Series 2016

Continuing Disclosure Undertaking, dated the date hereof, from Robson

Ranch collectively, the " Documents"), as executed and delivered by the

duly authorized officer of Arlington ( in its capacity as Manager of

Robson Ranch) and that the Documents were approved and the execution

and delivery thereof was authorized by the written consent of

Arlington in its capacity as the sole Manager of Robson Ranch and by

the written consent of the sole director and sole shareholder of

Arlington. 
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4. ( a) That a resolution ( the " Resolution") authorizing, 

among other things, the execution and delivery of the Documents was

duly adopted by Arlington in its capacity as the sole Manager of

Robson Ranch, and that the Resolution has not been altered, amended, 

repealed, revoked or rescinded as of the date hereof. 

b) That Robson Ranch has no rules of procedure which

would invalidate or make ineffective the Resolution and that the

Resolution was adopted in accordance with the Operating Agreement of

Robson Ranch. 

c) That the officer( s) executing and delivering the

Documents had the authority to execute and deliver the Documents on

behalf of Robson Ranch and on behalf of Arlington in its capacity as

Manager of Robson Ranch. 

5. That the persons named hereinbelow were, on the dates

of the execution of the Documents, and are on the date hereof, the

duly qualified and acting incumbents of the offices of President

CEO)/ Secretary and Vice President/ Assistant Secretary of Arlington as

set forth below their respective signatures and the signatures

appearing above their respective names are the genuine official

signatures of said officers. 

6. That Robson Ranch is not in default in the payment of

principal of or interest on any of its indebtedness for borrowed money

and is not in default under any instruments or agreements under or

subject to which any indebtedness for borrowed money has been incurred
and no event has occurred and is continuing under the provisions of

any such instrument or agreement which, with the lapse of time or the

giving of notice, or both, would constitute an event of default

thereunder. 

7. That the consummation of the transactions contemplated

by the Documents ( as well as the Official Statement, dated November

17, 2016, relating to Quail Creek Community Facilities District

Sahuarita, Arizona) General Obligation Refunding Bonds, Series 2016) 

and compliance by Robson Ranch with the provisions thereof will not

result in any breach of any of the terms, conditions or provisions of, 

or constitute a default under, any indenture, agreement or other

instrument to which Robson Ranch is a party or by which Robson Ranch

may be bound or conflict with any law, rule or regulation or order or

decree of any court or administrative body to which Robson Ranch is

subject. 

8. That no litigation or administrative action or

proceeding is pending or, to the knowledge of the undersigned, 

threatened, restraining or enjoining, or seeking to restrain or

enjoin, the effectiveness of the Resolution or the Documents, or

contesting or questioning the proceedings and authority under which

the Resolution or the Documents have been authorized and are delivered

and executed. 
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9. That attached hereto as Exhibit A is a true, complete

and correct copy of ( i) the Operating Agreement of Robson Ranch dated

June 23, 1999, as amended by ( ii) Assignment of Membership Interest

and First Amendment to Operating Agreement of Robson Ranch Quail

Creek, LLC, dated January 1, 2001, ( iii) Assignment of Membership

Interest and Second Amendment to Operating Agreement of Robson Ranch

Quail Creek, LLC, dated July 1, 2004, and ( iv) Third Amendment to the

Operating Agreement of Robson Ranch Quail Creek, LLC, dated September

25, 2007, each of which has been in effect from its respective date

as set forth in items ( i) through ( iv) above) to the date hereof and

that no amendments to such Operating Agreement and/ or any of the

foregoing amendments have been made subsequent thereto. 

10. That attached hereto as Exhibit B is a true, complete

and correct copy of a Certificate of Existence issued by the Delaware

Secretary of State and a Certificate of Good Standing issued by the

Arizona Secretary of State for Robson Ranch. 

11. That with respect to the " Property" ( as such term is

defined in the District Development, Financing Participation and

Intergovernmental Agreement ( Quail Creek Community Facilities

District) referred to hereinabove, as amended by the First Amendment

thereto referred to hereinabove), Robson Ranch has or is proceeding

with all reasonable speed to develop and sell the Property to members

of the general public for residential use. 

12. That all of the representations and warranties of

Robson Ranch made and contained in the Documents ( which

representations and warranties are hereby incorporated and stated

herein by reference as fully and with the same effect as if set forth
at length herein) are true and correct as of the date hereof as if

said representations and warranties were set forth herein as of the

date hereof. 

IN WITNESS WHEREOF, the undersigned have hereunto set their

hands this 6th day of December, 2016. 

Mark E. Robson, President ( CEO) and

Secretary

Steven M. Soriano, Vice President

and Assistant Secretary
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9. That attached hereto as Exhibit A is a true, complete

and correct copy of ( i) the Operating Agreement of Robson Ranch dated

June 23, 1999, as amended by ( ii) Assignment of Membership Interest

and First Amendment to Operating Agreement of Robson Ranch Quail

Creek, LLC, dated January 1, 2001, ( iii) Assignment of Membership

Interest and Second Amendment to Operating Agreement of Robson Ranch

Quail Creek, LLC, dated July 1, 2004, and ( iv) Third Amendment to the

Operating Agreement of Robson Ranch Quail Creek, LLC, dated September

25, 2007, each of which has been in effect from its respective date

as set forth in items ( i) through ( iv) above) to the date hereof and

that no amendments to such Operating Agreement and/ or any of the

foregoing amendments have been made subsequent thereto. 

10. That attached hereto as Exhibit B is a true, complete

and correct copy of a Certificate of Existence issued by the Delaware

Secretary of State and a Certificate of Good Standing issued by the

Arizona Secretary of State for Robson Ranch. 

11. That with respect to the " Property" ( as such term is

defined in the District Development, Financing Participation and

Intergovernmental Agreement ( Quail Creek Community Facilities

District) referred to hereinabove, as amended by the First Amendment

thereto referred to hereinabove), Robson Ranch has or is proceeding

with all reasonable speed to develop and sell the Property to members

of the general public for residential use. 

12. That all of the representations and warranties of

Robson Ranch made and contained in the Documents ( which

representations and warranties are hereby incorporated and stated

herein by reference as fully and with the same effect as if set forth
at length herein) are true and correct as of the date hereof as if

said representations and warranties were set forth herein as of the

date hereof. 

IN WITNESS WHEREOF, the undersigned have hereunto set their

hands this 6th day of December, 2016. 

Mark E. Robson, President ( CEO) and

Secretary

Steven M. Soriano, Vice President

and Assistant Secretary
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EXHIBIT A

OPERATING AGREEMENT AND AMENDMENTS



01bN / MINN

OPERATING AGREEMIYAT

OF

This Operating Agreement is entered into as of the 23rd day of June, 1999, among
ARLINGTON PROPERTY MANAGEMENT COMPANY, 

an Arizona corporation ( the

Manager"), as Manager and as a Member, and by the other Persons listed on Exhibit "N" to this
Agreement, each as a Member. 

SECTION 1. DEFINITIONS; THE COMPANY

1. 1 _ Definitions. Capitalized words and phrases used in this Agreement shall have the

meanings set forth in Section 10.14 hereof. 

1. 2 _ Formation. The Company has been formed, pursuant to the provisions of the Act
and upon the terms and conditions set forth in this Agreement and the Certificate ofFormation. 

1. 3 Name. The name of the Company is Robson Ranch Quail Creek, LLC- 
The

Manager may change the name of the Company upon written notice to the Members. 

1. 4 PuWose. The purpose of the Company is topurchase, hold, develop, operate, 

market, sell and otherwise deal with the Property, any real property contiguous to or in the vicinity
of the Property, and any real or personal property useful in connection therewith, although the
Company is authorized to engage in any other activity or business permitted under Delaware law or
under the laws of any other jurisdiction in which the Company acquires assets or transacts business. 
In furtherance of such purpose, and by way of illustration and not limitation, the Company shall be
authorized to acquire, own, hold, manage, finance, refinance, zone, subdivide, sell or otherwise deal
with the Property and other Company property. 

1. 5 Intent. It is the intent of the Members that the Company shall always be operated in

a manner consistent with its treatment as a " partnership" for federal and state income tax purposes. 
It also is the intent of the Members that the Company not be operated or treated as a " partnership" 
for purposes of Section 303 of the federal Bankruptcy Code. No Member shall take any action

inconsistent with the express intent of the parties hereto. 

1. 6 Office The registered office of the Company within the State ofDelaware shall be
c/o The Corporation Trust Company, 1209 Orange Street, Wilmington, Delaware 19801. The
registered office of the Company within the State of Arizona shall be located at 9532 East Riggs
Road, Sun Lakes, Arizona 85248- 7411. The Manager may, in its discretion, also cause Company

offices to be opened in any other locations deemed necessary of convenient by the Manager. Any
registered office may be changed to any other place at the discretion ofthe Manager. 

1. 7 Aggnt forServiceof Process. The name and address of the registered agent for

service of legal process on the Company in Delaware are The Corporation Trust Company, 1209
Orange Street Wilmington, Delaware 19801. The name and address of the agent for service of

legal process on the Company in Arizona are FC Service Corporation, 3003 North Central Avenue, 
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Suite 2600, Phoenix, Arizona 85012-2913. The Manager shall have the right, in its discretion, to

designate additional agents for service of process in other jurisdictions. The Company' s agent(s) 

for service of legal process may be changed at the discretion ofthe Manager. 

1. 8 Term. The term of the Company shall commence as of the date the Certificate of
Formation is filed with the office of the Delaware Secretary of State and shall continue thereafter

until the Company is dissolved as set forth in this Agreement. 

1. 9 Fiscal Year. The fiscal year of the Company shall be the calendar year. 

1. 10 Certificate of Formation The Manager shall cause a certificate of formation ( the

Certificate of Formation') to be filed with the office of the Delaware Secretary of State and shall

file any amendments to the Certificate of Formation deemed necessary by the Manager to reflect
amendments to this Agreement adopted by the Members in accordance with the terms hereof. In
addition, the Manager shall cause to be filed any filings required under the laws of the State of

Arizona or any other jurisdiction in which the Company conducts business. 

1. 11 Independent Activities. Each Member may, notwithstanding this Agreement, 

engage in whatever activities it may choose, whether the same are competitive with the Company
or otherwise, without having or incurring any obligation to offer any interest in such activities to the
Company or to any other Member. Neither this Agreement nor any activity undertaken pursuant
hereto shall prevent any Member from engaging in such activities, or require any Member to permit
the Company or any other Member to participate in any such activities, and as a material part of the
consideration for the execution of this Agreement by each Member, each Member hereby waives, 

relinquishes and renounces any such right or claim ofparticipation against the other Members. 

2.1 Members. The name and address of each Member are set forth on Exhibit 'W' to

this Agreement. There shall be two classes of membership interests in the Company — 
Class A

Interests and Class B Interests. Except as otherwise specifically set forth herein, the Class A

Interests and the Class B Interests shall be identical in all respects. 

2.2 initial Capital . Contributions Upon the execution hereof, each MembershallL

contribute to the Company the cash specified on Exhibit 'W' to this
Agreement. In addition, in

connection with the acquisition of the Property, the Members shall contribute an additional $7.9
million, in proportion to their respective Percentage Interests. 

2.3 Additional Capital Contributions. As and when the Company requires additional

funds to timely satisfy any of its obligations, as determined by the Manager, each Member shall
contribute to the Company an amount equal to the total funds required by the Company for such
purpose, multiplied by such Member' s Percentage Interest. Capital Contributions required under
this Section 2.3 shall be due within thirty (30) days after a written request is made therefor by the
Manager. Notwithstanding the foregoing, in no event shall the Manager be required to call for
additional Capital Contributions. 

2- 
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2.4 Failure to Contribute. 

a) Delinquency Loans. If any Member (a " Delinquent Member") fails to fund his

or her proportionate share of additional Capital Contributions as required under Section 2.3 ( the
Delinquent Amount"), any Member who has funded that Member' s proportionate share of such

additional Capital Contributions (a "Nondelinquent Member") may fund as a loan (a " Delinquency

Loan!') all or part of the Delinquent Amount by advancing funds directly to or for the account of the
Delinquent Member. Ifmore than one Nondelinquent Member elects to make a Delinquency Loan, 

each Nondelinquent Member so electing shall make a Delinquency Loan in an amount equal to that
portion of the Delinquency Amount that corresponds to the ratio that such Member' s Percentage
Interest bears to the Percentage Interests of all electing Nondelinquent Members, or in such

proportions as the electing Nondelinquent Members may otherwise agree. Delinquency Loans

shall bear simple interest at the rate of eighteen percent ( 18%) per annum. Net Cash Flow

distributable to a Delinquent Member pursuant to Section 3 shall be applied first to the payment of

all Delinquency Loans outstanding with respect to such Delinquent Member, with payments being
applied first to accrued interest and charges and then to principal, prior to distribution to such

Delinquent Member. 

b) Repayment of Delinquency Loans. At any time prior to the conversion of a

Delinquency Loan to a Capital Contribution, as provided in Section 2.4(c), the Delinquent

Member may make one or more Capital Contributions to the Company in an amount equal to all
or any portion of the balance ofprincipal and interest then outstanding on the Delinquency Loan. 
Any amount so contributed shall promptly be remitted to the Nondelinquent Member(s) as a
payment on the Delinquency Loan(s). 

c) Conversion to Capital. At any time on or after the date one hundred fifty (150) 

days following the date of a Delinquency Loan, a Nondelinquent Member may elect to treat all
or part of such Delinquency Loan ( including interest thereon) as a Capital Contribution to the

Company. Such election shall be in writing and shall be effective on the fifteenth ( 15th) day
following delivery thereof to the Delinquent Member, unless within the fifteen ( 15) day period, 
the Delinquent Member makes a Capital Contribution to the Company in accordance with

Section 2.4(b) sufficient to satisfy the Delinquency Loan. If the Delinquent Member' s Capital

Contribution is not sufficient to satisfy the Delinquency Loan in full, then such Capital
Contribution shall not affect or impair the Nondelinquent Member' s right to treat all or part of

the remainder of such Delinquency Loan (including interest thereon) as a Capital Contribution to

the Company. If a Nondelinquent Member elects to treat all or any part of a Delinquency Loan
including interest thereon) as a Capital Contribution, the amount so treated shall be debited to

the Delinquent Member' s Capital Account and credited to the Nondelinquent Member' s Capital
Account, and the balance owed on the Delinquency Loan shall be reduced in like amount. 

Effective upon such conversion, the Members' Percentage Interests in the Company shall be

adjusted to reflect the additional Capital Contribution made by the Nondelinquent Member. 

Such Percentage Interests, as so adjusted, shall thereafter govern and control for all purposes of

this Agreement, until a subsequent adjustment is required. 

2.5 Member Loans. In addition to Delinquency Loans pursuant to the preceding

section, upon the approval of the Manager, any Member may make loans (" Member Loans") to the
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Company, which shall bear interest and be repaid on such reasonable to and conditions as may

be approved by the Manager. No Member shall be required to make a Member Loan unless such

Member has agreed in writing to make the Member Loan. 

2.6 Limitations Pertaining to Capital Contributions. 

a) Return of Capital. Except as otherwise provided in this Agreement, no

Member shall withdraw any Capital Contributions or any money or other property from the

Company without the written consent of the Manager. Under circumstances requiring a return of

any Capital Contributions, no Member shall have the right to receive property other than cash, 
unless otherwise specifically agreed in writing by the Manager at the time of such distribution. 

b) Liability of Members. No Member shall be liable for the debts, liabilities, 

contracts or any other obligations of the Company. Except as agreed upon by the Members, and

except as otherwise provided by Section 18-303 of the Act or by any other applicable state law, the

Members shall be liable only to make their Capital Contributions as provided in Sections 2.2 and

2.3 hereof and shall not be required to make any other Capital Contributions or loans to the

Company. No Member shall have any personal liability for the repayment of the Capital

Contributions or loans ofany other Member or assignee ofa Member. 

c) No Interest or Salary. Except as provided in Section 5 hereof, no Member

shall receive any interest, salary or drawing with respect to such Member' s Capital Contributions or

Capital Account or for services rendered for or on behalfof the Company. 

d) No Third Party Rights Nothing contained in this Agreement is intended or

will be deemed to benefit any creditor of the Company and no creditor of the Company will be

entitled to require any Member to solicit or demand Capital Contributions from any other Member. 

e) Withdrawal. Except as provided in Section 8 hereof, no Member may

voluntarily or involuntarily withdraw from the Company or terminate its interest therein without the

prior written consent of the Manager, which consent may be withheld in the Manager' s sole
discretion. 

Except as provided in Section 9 hereof, Net Cash Flow, if any, shall be distributed to the

Members in proportion to their Percentage Interests at such times and in such amounts as may be

determined by the Manager in the Manager' s sole discretion. However, the Manager agrees to

make reasonable efforts to distribute to the Members each year (or within a reasonable time after

the end of the calendar year) Net Cash Flow in an amount reasonably calculated to be sufficient to

pay the Members' federal and state income taxes with respect to Company income. Although the
Manager shall make reasonable efforts to make the tax distributions referred to above, each

Member understands and acknowledges that there is no guarantee that Net Cash Flow will be

available at all times to pay those distributions. The Manager shall have no obligation to distribute

funds to the extent the Manager, in its reasonable good faith discretion, concludes that Company' s
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net profits or Net Cash Flow are insufficient to justify the distributions, or that distributions by the

Company would be inappropriate under the then existing circumstances. 

SECTION 4. ALLOCATIONS

4. 1 Capital Accounts. A capital account shall be maintained for each Member in

accordance with the Regulations, under uniform policies established by the Manager. 

4.2 Profits and Losses. Unless otherwise required by Code Sections 704(6), 704(c) or

Treasury Regulations promulgated thereunder, all Profits, Losses and items thereof for each fiscal
year of the Company shall be allocated to the Members in proportion to their Percentage Interests. 

5. 1 General Management Structure. Except as otherwise specifically set forth herein, 

all decisions and actions concerning the Company and its affairs shall be made or taken by the
Manager. The Manager shall devote such time and effort as is necessary for the management of the

Company and the conduct of its business, but shall not be required to devote full time of to the

Company. If the business of the Company is continued by the Members holding Class A Interests
following a Withdrawal Event involving the Manager, or if the Manager voluntarily resigns as the
manager of the Company, the remaining Member(s) holding Class A Interests shall have the

authority to manage the business and affairs of the Company, including the election of a new
Manager, until the subsequent dissolution ofthe Company as provided in Section 9 hereof, with the

approval of a Majority in Interest of the Members holding Class A Interests being necessary to
approve any actions. Any party dealing with the Company shall be permitted to rely absolutely on
the signature of the Manager as binding on the Company, without any duty of further inquiry

regarding any approval of the Members required under this Agreement. The Manager may not be
removed as the manager of the Company without its consent. 

5.2 Powers of the Manager. Without limiting the rights and powers provided for in
Section 5. 1, the Manager shall be permitted, on behalf of the Company, to act in all matters

affecting the day-to-day management and supervision of the Company' s affairs, including, by way
of illustration and not limitation, the following: 

a) cause the Certificate ofFormation of the Company to be filed; 

b) exercise all rights and powers and perform all duties and obligations of the

Manager of the Company; 

c) cause the Company to exercise all of its rights and powers and perform all of

its duties and obligations; 

d) cause the Company to acquire the Property and any other real and/or

personal property useful in connection therewith; 
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e) cause the Company to develop, operate, market, promote, sell and otherwise

deal with the Property and any other property acquired by the Company; 

invest Company funds in any reasonable manner; 

g) make loans, manage, sell, exchange, assign, transfer, pledge, encumber or

otherwise dispose ofor deal with any Company asset; 

h) make any tax election available to the Company; 

i) cause the Company to borrow money, prepay, refinance, recast, increase, 
modify or extend any liabilities of the Company, issue evidences of indebtedness, and encumber or
otherwise grant security in the Company' s assets in connection with any of the foregoing; 

0) exercise any power, authority, duty or obligation delegated or appointed to
the Manager under this Agreement; 

k) settle any dispute or litigation involving the Company; 

1) change the accounting processes or procedures employed in keeping the
books of account or financial statements with respect to the operation or management of the

Company; 

m) employ or retain on behalf of the Company and at the Company' s expense, 

such Persons, including affiliates of the Manager or any other Member (such as, without limitation, 
Robson Communities, Inc., Edward J. Robson and Steven S. Robson) and including management
employees, as the Manager, in its sole discretion or judgment, may deem advisable to carry out the

Company' s purpose or for the proper operation of the business of the Company, such employment
or consultation to be undertaken upon such terms and for such compensation as the Manager, in its
reasonable judgment, shall determine, subject to the terms ofSection 5.4 of this Agreement; 

n) cause the Company to pay the Manager the Manager' s fee specified in
Section 5. 5 below and, in addition, cause the Company to reimburse the Manager or its affiliates for
expenses incurred in connection with the Company' s business in accordance with this Agreement; 

0) cause the Company to reimburse the Manager and its affiliates for all
amounts paid or incurred in connection with the acquisition and development of real property

acquired by the Company, including but not limited to all option fees, earnest money payments, 
legal fees, all costs and expenses incurred in connection with the examination of the feasibility of

acquiring and developing the Property, and all costs and expenses incurred in connection with the
design, planning, zoning and permitting of the real property and the development thereof, if any; 

p) enter into contracts, agreements or similar arrangements and execute

documents or instruments on behalfof the Company in connection with any of the foregoing; and . 
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q) take all other actions deemed necessary or advisable by the Manager for the

accomplishment of the Company' s purposes. 

5. 3 Indemnification ofMembers. The Company, its receiver or its trustee shall defend, 

indemnify and save harmless the Members and their
officers and directors ( the " Indemnified

Parties") from and against all losses, claims, costs, liabilities and damages incurred by them in
connection with the business of the Company, including reasonable attorneys' fees incurred by
them in connection with the defense of any action based on any such act or omission; provided, 

however, no Indemnified Party shall be indemnified from any liability for fraud, bad faith, willful
misconduct or gross negligence. 

5. 4 Salaries to Robson Family Members. Without the consent ofboth the Manager and

a Majority in Interest of the Members holding Class A Interests, the Company shall not pay with
respect to any calendar year, in the aggregate, any salary or consulting fees to any Robson family
members and/or their affiliates, except for Edward J. Robson, in excess of two percent ( 20/0) of
the gross sales proceeds received by the Company in that year from Company operations. If the
Company inadvertently pays in excess of that amount based on inaccurate estimates of the year' s
gross sales proceeds, then appropriate adjustments shall be made when the actual gross sales
amounts are calculated. The Members agree that Steven S. Robson ( or, at his election, Scott
Management Company) shall be entitled to receive a salary or consulting fee from the Company
equal to eighteen and six -tenths percent ( 18.6%) of the total salaries and consulting fees paid by

the Company to all Robson family members and affiliates, other than salaries and consulting fees
paid to Edward J. Robson. The two percent ( 2%) limitation on Robson family members and

affiliate salaries and consulting fees and the requirement to pay Steven S. Robson or Scott
Management Company eighteen and six -tenths percent (

18. 6%) of all Robson salaries and

consulting fees shall not apply to ( a) reimbursements of amounts paid or expended on behalf of
the Company, ( b) the Manager' s fee payable pursuant to Section 5. 5 below, ( c) reasonable

amounts paid to Robson Communities, Inc. or other Robson affiliates for services actually

rendered or materials actually provided to the Company, or (d) salaries or consulting fees paid to
Edward J. Robson. 

5. 5 Manager' s Fee. The Company shall pay a fee to the Manager each year in the
amount of $200,000, payable as and when specified by the Manager in its reasonable discretion. 
The $200,000 fee shall be increased or decreased as appropriate as ofJanuary I of each year based
upon changes in the then most recent Consumer Price Index for All Urban Consumers (U.S. City
Average for All Items, 1982-84= 100) ( the " Consumer Price Index') from the Consumer Price

Index that existed on the then preceding January 1. Ifat any time the Consumer Price Index is no
longer published or its manner of calculation is materially changed, the Manager may use a

substitute index, reconciled to January 1, 1999, that reasonably reflects changes in the purchasing
power of the dollar. 

6.1 Books and RgggLd-q. The Company shall keep adequate books and records at its

place ofbusiness, setting forth a true and accurate account ofall business transactions arising out of
and in connection with the conduct of the Company. Any Member or the designated representative
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of a Member shall have the right, at any reasonable time, to have access to and inspect, copy and

audit such books or records. 

6.2 Tax Matters. Necessary tax information shall be delivered to each Member after the
end of each fiscal year of the Company. The Manager shall be the " tax matters partner" under the

Code and shall coordinate with the Company' s accountants the preparation of tax information and

tax returns relating to the Company. 

SECTION 7. AMENDMENTS

This Agreement may not be amended, except by a written instrument signed by the
Manager and by a Majority in Interest of the Members holding Class A Interests. 

SECTION 8. TRANSFER OF COMPANY INTERESTS; NEW MEMBERS

8. 1 General No Member shall sell, assign, pledge, hypothecate, encumber or otherwise

voluntarily transfer by any means whatever (" Transfer") all or any portion of such Member' s

interest in the Company without the prior written consent of the Manager. A transferee of a

Member's interest in the Company will be admitted as a Substituted Member only pursuant to

Section 8.3 hereof. Any purported Transfer which does not comply with the provisions of this
Section 8 shall be void and shall not cause or constitute a dissolution of the Company. 

8. 2 Assignee of Member' s Interest. If, pursuant to a Transfer of an interest in the

Company by operation of law and without violation ofSection 8. 1 hereof (or pursuant to a Transfer
that the Company is required to recognize notwithstanding any contrary positions of this
Agreement), a Person acquires an interest in the Company, but is not admitted as a Substituted
Member pursuant to Section 8.3 hereof, such Person: 

a) shall be treated as an assignee of a Member' s interest, as provided in the

Act; 

b) shall have no right to participate in the business and affairs of the Company

or to exercise any rights of a Member under this Agreement or the Act; and

c) shall share in distributions from the Company with respect to the transferred

interest, on the same basis as the transferring Member. 

8.3 Substituted Members. No Person taking or acquiring, by whatever means, the

interest of any Member in the Company shall be admitted as a substituted Member in the Company
a " Substituted Member") without the written consent of the Manager, which consent may be

withheld or granted in the sole and absolute discretion of the Manager. 

9. 1 Dissolution. The Company shall dissolve upon the first to occur of any of the

following events: 
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a) The sale of all or substantially all of the Company' s assets and the collection
ofthe proceeds of such sale; 

b) The election by both the Manager and a Majority in Interest of the Members

holding Class A Interests to dissolve the Company; or

c) The entry ofa decree ofdissolution under 18- 802 of the Act. 

d) A Withdrawal Event with respect to the last remaining Member of the

Company. Except as provided in this Section 9. 1( d), the Company shall not dissolve upon the

occurrence of a Withdrawal Event with respect to any Manager or Member, but shall instead
continue its business without interruption. 

9.2 Einjfl&!!R. 

a) Notice of Winding_Up. p. Following the dissolution of the Company, as

provided in Section 9. 1 hereof, the Manager ( or any remaining Member if there is then no

Manager) may execute and file any notice of winding up or similar document if required or
appropriate under Delaware law. 

b) Effect of Filing. After the dissolution of the Company, the Company shall

cease to carry on its business, except insofar as may be necessary for the winding up of its business, 

but the Company' s separate existence shall continue until a certificate ofcancellation has been filed

with the Delaware Secretary of State or until a decree dissolving the Company has been entered by
a court ofcompetent jurisdiction. 

c) Liquidation and Distribution of Assets. Upon the dissolution of the

Company, the Manager, or the remaining Member(s) if there is then no Manager, or a

court-appointed trustee, if there is no remaining Member, shall take full account of the Company' s

liabilities and assets, and such assets shall be liquidated as promptly as is consistent with obtaining

the fair value thereof. During the period of liquidation, the business and affairs of the Company

shall continue to be governed by the provisions of this Agreement, with the management of the

Company continuing as provided in Section 5 hereof. The proceeds from liquidation of the

Company' s property, to the extent sufficient therefor, shall be applied and distributed in the

following order ofpriority: 

i) To the payment and discharge of all of the Company' s debts and

liabilities, including those to Members who are creditors, including the establishment of any

necessary reserves; and

ii) To the Members in proportion to their Percentage Interests. 

Notwithstanding anything in Section 4 hereof to the contrary, any Profits, Losses and items thereof

of the Partnership for the taxable year in which the liquidation of the Partnership occurs shall be
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allocated among the Members so as to adjust the Capital Accounts of the Members as closely as

possible to distributions ofsuch liquidation proceeds pursuant to the foregoing priorities. 

d) Liquidating Trust. Notwithstanding anything herein to the contrary, in the
discretion of the Manager, a pro rata portion of the distributions that would otherwise be made to

the Members pursuant to this Section may be: ( i) distributed to a trust established for the benefit of

the Members for the purposes of liquidating Company assets, collecting amounts owed to the

Company, and paying any contingent or unforeseen liabilities or obligations of the Company or of

the Manager arising out of or in connection with the Company. The assets of any such trust shall
be distributed to the Members from time to time, in the reasonable discretion of the Manager, in the

same proportions as the amount distributed to such trust by the Company would otherwise have
been distributed to the Members pursuant to this Agreement; or ( ii) withheld to provide a

reasonable reserve for Company liabilities (contingent or otherwise) and to reflect the unrealized

portion of any installment obligations owed to the Company, provided that such withheld amounts
shall be distributed to the Partners as soon as practicable. 

9.3 Certificate of Cancellation. When all debts, liabilities and obligations of the

Company have been paid and discharged or adequate provisions have been made therefor and all of

the remaining property and assets of the Company have been distributed to the Members, a

certificate of cancellation shall be executed and filed by the Members with the Delaware Secretary
ofState. 

9.4 Rights ofMembers. Except as otherwise provided in this Agreement, the Members

shall look solely to the assets of the Company for the return of their Capital Contributions and shall

have no right or power to demand or receive property other than cash from the Company. 

I"" CalZIUlR -UT 1[ R

10. 1 Notices- Any notice, payment demand or communication required or permitted to

be given by any provision of this Agreement shall be in writing and shall be delivered personally to

the Person to whom the same is directed, or sent by facsimile transmission, or by registered or

certified mail, return receipt requested, addressed as follows: ifto the Company, to the Company at

the address set forth in Section 1. 6 hereof, or to such other address as the Company may from time
to time specify by notice to the Members in accordance with this Section 10. 1, or, if to a Member, 

to such Member at the address or FAX number for such Member set forth on Exhibit " A" to this

Agreement, or to such other address or FAX number as the Member may from time to time specify

by notice to the Company and the Members in accordance with this Section 10. 1. Any such notice
shall be deemed to be delivered, given and received for all purposes as of the date so delivered, if

delivered personally or faxed, or three (3) business days after the time when the same was deposited

in a regularly maintained receptacle for the deposit of United States mail, if sent by registered or
certified mail, postage and charges prepaid. 

10.2 Binding Effect. Except as otherwise provided in this Agreement every covenant, 
term and provision ofthis Agreement shall be binding upon and inure to the benefit of the Members
and their respective heirs, legatees, legal representatives, successors, transferees and assigns. 
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10.3 Construction. Every covenant, term and provision of this Agreement shall be

construed simply according to its fair meaning and not strictly for or against any Member. 

10.4 Time. Time is of the essence with respect to this Agreement and each provision

1117MU

10.5 Headings Section and other headings contained in this Agreement are for reference

purposes only and are not intended to describe, interpret, define or limit the scope, extent or intent
of this Agreement or any provision hereof. 

10.6 am&mhj&. Every provision of this Agreement is intended to be severable. If any
term or provision hereof is illegal or invalid for any reason whatsoever, such illegality or invalidity

shall not affect the validity or legality ofthe remainder of this Agreement. 

10.7 Incorporation by Reference. Every exhibit, schedule and other appendix attached to

this Agreement and referred to herein is hereby incorporated in this Agreement by reference. 

10.8 Additional Documents. Each Member, upon the request of the Manager or any

other Member, agrees to perform all further acts and execute, acknowledge and deliver any

documents that may be reasonably necessary, appropriate or desirable to carry out the provisions of
this Agreement. 

10.9 Variation of Pronouns. All pronouns and any variations thereof shall be deemed to

refer to masculine, feminine or neuter, singular or plural, as the identity of the Person or Persons

may require. 

10. 10 Delaware Ljw. The laws of the State of Delaware shall govern the validity of this

Agreement, the construction of its terms, and the interpretation of the rights and duties of the

Members. 

10.11 Waiver of Action for Partition. Each of the Members irrevocably waives any right

that the Member may have to maintain any action for partition with respect to any of the

Company' s property. 

10. 12 Counterpart Execution. This Agreement may be executed in any number of
counterparts with the same effect as if all of the Members had signed the same document. All

counterparts shall be construed together and shall constitute one agreement. 

10. 13 Sole and Absolute Discretion. Except as otherwise provided in this Agreement, all

actions that the Manager may take and all determinations that the Manager may make pursuant to

this Agreement may be taken and made at the sole and absolute discretion ofthe Manager. 

10. 14 Glossary. For purposes of this Agreement, terms not otherwise defined in the body

of this Agreement shall have the following meanings ascribed to them: 
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Act" means the Delaware Limited Liability Company Act, as set forth in Delaware Code

Ann. Tit. 6, § 18- 101 et se ., as amended from time to time (or any corresponding provisions of

succeeding law). 

Agreement" means this Operating Agreement, as amended from time to time. Words such
as " herein," " hereinafter," " hereof," " hereto" and " hereunder," refer to this Agreement as a whole, 

unless the context otherwise requires. 

vital Account" means the capital account maintained for each Member in accordance

with Section 4.1 hereof. 

Capital Contribution" means, with respect to any Member, the amount of money and the

net fair market value of any property ( other than money) contributed to the Company by such
Member. 

Certificate ofFormation' has the meaning given that term in Section 1. 10 hereof. 

Class A Interests" means all membership interests held by the Members other than

interests designated as Class B Interests. A Class A Interest may, at the discretion of the Manager, 

be converted to a Class B Interest, but a Class B Interest may not be converted to a Class A Interest

by the Manager unless either (1) the Class B Interest was formerly a Class A Interest that had been
converted to a Class B Interest, or ( 2) the Manager and a Majority in Interest of the Members

holding Class A Interests at such time approve the conversion. 

Class B Interests" means a limited class ofmembership interest in the Company intended

ultimately to be issued and/or held for the benefit of senior management employees of the

Company and/or its affiliates as the Manager shall deem appropriate. Except as may be required by
law, holders of Class B Interests shall have no right to vote with respect to any issues relating to the

Company or to exercise any management rights whatsoever with respect to the Company. Class B

Interests may be converted to Class A Interests only as provided in the definition of Class A
Interests. The rights of any senior management employees in Class B Interests, whether held

directly or indirectly, are intended to be subject to repurchase upon the occurrence ofcertain events, 

as the Manager may determine, such as, for example, ( i) the termination of employment with the

Company and/or its affiliates, (ii) the death, disability, or bankruptcy affecting any such employee, 

or ( iii) any attempted transfer, voluntary or involuntary, by such employee of such employee' s
rights or interest in any Class B Interest, all as more fully set forth in the future in writing. 

Code" means the Internal Revenue Code of 1986, as amended from time to time (or any

corresponding provisions of succeeding law). 

Com an formed pursuant to this AgreementandPY" means the limited liability company

any limited liability company continuing the business of this Company in the event of dissolution
as herein provided. 

Majorityjori1y in Interest of the Members" means Members who own in the aggregate more

than percent ( 50%) of the total Percentage Interests of the class of interests entitled to vote on a
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particular matter. In the event an action requires the vote or approval ofboth the Manager and of a

Majority in Interest of the Members, the Manager' s vote may counted towards the Majority in
Interest of the Members. 

Manager" means Arlington Property Management Company, an Arizona corporation- If

Arlington Property Management Company ceases to serve as the Manager for any reason, a

replacement Manager or Managers may be elected by a Majority in Interest of the Members

holding Class A Interests. 

Member" means any Person identified as a Member in the heading to this Agreement

whether holding Class A or Class B Interests). If any Person is admitted as a Substituted Member
pursuant to the terms of this Agreement, " Member" shall be deemed to refer also to such Person. 

Members" refers collectively to all Persons who are designated as a '! Member" pursuant to this
definition. 

Member Loans" has the meaning given that term in Section 2.5 hereof. 

Net Cash Flow" means the gross cash proceeds to the Company from all sources, less the

portion thereof used to pay or establish reserves for Company expenses, debt payments ( including
payments on Member Loans), capital improvements, replacements and contingencies, all as

reasonably determined by the Manager. 

Percentage Interests" means the Members' interests, expressed as a percentage, in certain

Profits, Losses, and distributions of the Company as provided for in this Agreement. The

Members' Percentage Interests are set forth opposite their names on Exhibit "X' hereto. 

Person" means any individual, partnership, corporation, trust, limited liability company or

other entity. 

Profits" and " Losses" mean, for each fiscal year or other period, an amount equal to the

Company' s taxable income or loss for such year or period, determined in accordance with Code

Section 703( a), reduced by any items of income or gain subject to special allocation pursuant to this

Agreement, and otherwise adjusted by the Manager to comply with the Regulations. 

EEWe!:V" means the real property located in Pima County, Arizona consisting of

approximately 2,500 acres, which is subject to the Contract of Purchase and Sale executed by
Saddlecreek Enterprises, L.L.C., and Robson Communities, Inc. on or about June 11, 1999. 

Regulations" means the Income Tax Regulations promulgated under the Code, as such

regulations may be amended from time to time ( including corresponding provisions of succeeding
regulations). 

Substituted Member" has the meaning given that term in Section 8.3 hereof.. 

Withdrawal Event" means those events and circumstances listed in Section 18- 801( 4) of

the Act. 

13- 
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10. 15 RggresMtations, Warranties and Certain Covenants of Members. In connection

with the execution of this Agreement and the acquisition of an interest in the Company hereunder, 

each Member hereby represents and wan -ants to and agrees with the Manager and the other
Members as follows: 

a) The Member has adequate means ofproviding for its current needs and business

contingencies. The Member has no need for liquidity with respect to its interest in the Company

and is in a financial position to hold such interest for an indefinite period of time and to bear the

economic risk of, and withstand a complete loss of such interest; 

b) The Member, with or without a purchaser representative, has the knowledge

and experience in financial and business matters that is necessary to evaluate the merits and risks of

an investment in the Company. The Member believes the investment in the Company is suitable

for the Member in all material respects and has relied solely on the advice of its accountants or

other financial advisors with respect to the advisability and the tax and other consequences of

investing in the Company; 

c) The Member' s interest in the Company is being
the Member' s own account and not with a view to, or for resale in conn

thereof; 

d) The Member has had the opportunity to ask any c

Company and its affairs, to investigate the business of the Company, and t

information which the Company or any Member possesses or could acquire

effort or expense that is necessary to verify the accuracy of the information
questions have been answered and all requested information has been

satisfaction of the Member; 

e) The Member acknowledges that the Company

representations, warranties and covenants in establishing an exemption

issuance of the Member' s interest in the Company under applicable fc
laws. The Member hereby agrees to indemnify, defend and hold hat

Manager and their affiliates from and against any and all losses due to or

any such representation, warranty or covenant; 

f) The Member is not a " foreign person" within the

1445 or 1446; 

ALWIN -mL-jlllqLaty ' It-11VIOm- oIIItil I

estions regarding the

obtain any additional

without unreasonable

irmished. All of such

ftumished to the full

the Company, the

of

g) The Member has full power and authority to enter into and carry out its
obligations under this Agreement; 

h) The Member has taken all requisite action to authorize the execution and

performance of this Agreement; and

14- 
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i) Neither the execution of this Agreement nor the performance hereof by the

Member will result in any breach or violation of the terms of any decree, judgment or order
applicable to the Member. 

Signatures are on the following page.] 
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IN WITNESS WBEREOF, the Members have entered into this Agreement as of the date
first above written. 

AMPAV

an Arizona corporation

M440r.144M)V1 rft. 'I

10 11 Di0 1 13 Dill, 

Edward J. Robso% Trustee of the E—d—w-a—rT J

Robson Family Trust dated March 5, 1992, as
amended

Jamq- uas Co -Trust =-, bbar

R0 oncoonSubchanpler S Trust, the Mark E. Robson

Subchapter S Trust, the Kimberly A. Robson
Subchapter S Trust, the Lynda R. Robson

Subchapter S Trust, and the Robert D. Robson

Subchapter S Trust

corG. Bernud B -any, as Co -Trustee Rthe Steven S. 
Robson Subchapter S Trust, the Mark E. Robson

Subchapter S Trust, the Kimberly A. Robson
Subchapter S Trust, the Lynda R. Robson

Subchapter S Trust, and the Robert D. Robson

Subchapter S Trust

Arlington Property Management Company, 
an Arizona corporation

By- 

16- 
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EXIMIT A

aeratingAgreementof Robson Ranch Quaff Creek, LL

Initial Capital Percentage

MANAGERN EMBER Contribution Interest Class

Arlington Property Management 1, 000 1. 0% A

Company, an Arizona corporation
9532 East Riggs Road

Sun Lakes, Arizona 85248- 7411

MEMBERS

Mark E. Robson Subchapter S Trust 12,000 12.0% A

9532 East Riggs Road

Sun Lakes, Arizona 85248-7411

Steven S. Robson Subchapter S Trust 18,600 18. 6% A

9532 East Riggs Road

Sun Lakes, Arizona 85248-7411

Robert D. Robson Subchapter S Trust 12,000 12.0% A

9532 East Riggs Road

Sun Lakes, Arizona 85248-7411

Kimberly A. Robson Subchapter S Trust 12,000 12.0% A

9532 East Riggs Road

Sun Lakes, Arizona 85248-7411

Lynda R. Robson Subchapter S Trust 12,000 12.0% A

9532 East Riggs Road

Sun Lakes, Arizona 85248-7411

Edward J. Robson Family Trust 32,400 32.4% A

dated March 5, 1992, as amended

9532 East Riggs Road

Sun Lakes, Arizona 85248-7411

TOTALS

977973.5/81206.001
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This Assignment of Membership Interest and First Amendment to Operating Agreement
of Robson Ranch Quail Creek, LLC (the " First Amendment") is made and entered into effective

as of January 1, 2001, by and among Edward J. Robson, as Trustee of the EDWARD J. 
ROBSON FAMILY TRUST, dated March 5, IM, as amended ( the ' EJR Trust"), R.C. 

EMPLOYEE INCENTIVE, LLC, a Delaware limited liability company ( the "& W -I -o -ye -e

LLC"), ARLINGTON PROPERTY MANAGFAIENT COMPANY, an Arizona corporation

C "), and G. Bernard Barry and James D. Hubbard, as Trustees of the STEVENS. 
ROBSON SUBCHAPTER S TRUST, the M[ARK E. ROBSON SUBCHAFTER. 8 TRUST, 

the 1WdBERLY A. ROBSON SUBCHAPM S TRUST, the LYNDA P. ROBSON

SUBCKAffM S TRUST, and the ROBERT D. ROBSON SUBCHAFrElt S TRUST. 

1114" y

A. Robson Ranch Quail Creek, LLC ( the " CogWany") was formed as a Delaware

limited liability company pursuant to that certain Operating Agreement of Robson Ranch Quail
Creek, LLC dated as of June, 23, 1999 ( the " Qperating A Unless otherwise specified

herein, capitalized terms used in this First. Amendment shall have the meanings given those terms

in the Operating Agreement. 

B. The EJR Trust owns a thirty two and four -tenths percent (32.4%) Class A Interest

in the Company. The EJR Trust desires to ( 1) convert a ten percent ( 10%) Class A Interest in the

Company to a ten percent ( 10%) Class B Interest in the Company, and ( 2) transfer such ten
percent ( 10%) Class B Interest to the Employee LLC. 

C. The Manager desires to consent to the foregoing transfer and to the admission of

the Employee LLC as a Substituted Member with respect to the Class B Interest assigned by the

EJR Trust to the Employee LLC hereunder. 

D. The Manager and Members desire to make certain modifications to the Operating
Agreement as hereinafter set forth. 

NOW, TfIEREFORE, for good and valuable consideration, the -receipt and sufiiciency

of which are hereby acknowledged, the parties agree as follows: 

1. Conversion of Class A Interest to Class B lata= %. accordmm with the

definition of the phrase " Class A Interest" set forth in Section 1034 of ft Opuadag Agreemew, 

a) the EJR Trust hereby elects to convert a ten percent ( 10%) Classy A b-wesl in %e Company



owned by the EJR Trust to a ten percent ( 10%) Class B Interest in the Comp ( the " Gass B

Inte "), and (b) the Manager hereby acknowledges and consents to such conversion. 

2. Assign= of Class B Interest. The EJR Trust hereby transfers, sells and assigns

its entire right, title and interest in and to the Class B
Interest to the Employee LLC. The

Employee LLC hereby accepts the foregoing assignment and agrees that it shall be bound byandsubjecttoeachandeveryprovisionoftheOperatingAgreementwithrespecttotheCIassB
Interest acquired by it in accordance with this First

Amendment. The Manager and Members

hereby acknowledge and agree that Arlington, acting in its capacity as the manager oftheEmployeeLLC, is required under the terms of the Operating Agreement for R.C. Employee
Incentive, LLC to make delinquency loans to any member of the Employee LLC who fails for
any reason to make a required capital

contribution to the Employee LLC. In no event shall the

Employee LLC' s Percentage Interest in the Company be diluted pursuant to Section 2.4(c) of the

Operating Agreement by virtue of Arlington' s failure to make a required delinquency Ioan. 

3. Consent to AssigngMent. Pursuant to Section 8 of the Operating Agreement, the

Manager hereby consents to ( a) the assignment described in Section 2 above, and ( b) the
admission of the Employee LLC to the Company as a Substituted Member with respect to the
Class B Interest assigned to it hereunder. 

4. Revised EXhffiit. Bxhiibit A attached to theOperatingAgreement is hereby

replaced with Exhibit A attached hereto to reflect the transaction described above, 

5. Amendment to Section 5. 4. Section 5.4 of the Operating Agreement is hereby

amended in its entirety to read as follows: 

5.4 Salaries to Robson EgMia Members. With respect to any calendar Year

during the term of the Company, the Company may, at the discretion of the Manager, pay to
Edward J. Robson a salary or consulting fee in an amount not to exceed

two percent (2%) of the

gross sales proceeds received by the Company from all Company sales
operations. If the

Company inadvertently pays in excess of that amount based on inaccurate estimates of the year' s
gross sales proceeds, then appropriate adjustments shall be made when the actual gross sales
proceeds are calculated. The Members agree that Steven S. Robson ( or, at his election), 

Scott

Management Company) shall be entitled to receive a salary or consulting fee from the Company
equal to eighteen and six -tenths percent ( 18.6%) of the total salaries and consulting fees paid by

the Company to all Robson family members and affiliates, other than salaries and consulting fees
paid to Edward J. Robson. Except as provided in the preceding three seatences of this Section

5. 4, the Company shall not pay any salary or consulting fees to any R6bson family member or
affiliate without the consent of (a) the Manager, ( b) a Majority in Interest of the Members holding
Class A Interests, and ( c) a Majority in Interest of the Members holding Class B

Interests. The

limitation descn'bed in the preceding sentence, and the requirement to pay Steven S. Robson or
Scott MEagement Company a percentage of all Robson salaries and consulting fees shall not, 
however, apply to (i) reimbursements of amounts paid or expended on behalf of the Company, Q
the fees payable pursuant to Section 5.5 and Section 5.6 below, or (iai) reasonable amounts paid to

N
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Robson Communities, Inc. or other Robson affiliates for services ( other than consulting services

or services otherwise compensated by Wary) actually rendered or materials actually provided to
the company. - 

6. Affiliate Fees. Fees. The fguowing new Section 5. 6 is hereby added to the Operating
Agreement: 

5.6 Affiliate Fees -- IntercomoM IMES and Advances. 

a) goMMMfiaa Company Fees. At the e4ection of the Manager, the

Company may pay a development and/or construction fee equal to (j) all costs, ( H) taxes, and ( iii) 
up to $200.000 per year, to an entity that Is an Affiliate of the Company or the Manager. The

development and/or construction fee shall be paid by the Company to the Affiliated entity as and
when the Manager deems it appropriate. 

b) Management Fee — Robson Communities. Inc. Ile Company will

periodically pay to Robson Communities, Inc., an Arizona corporation that is an Affiliate of the
Company and the Manager (" Ra"), a management fee that will be calculated based upon. 

historical allocations of administrative and management costs incurred by RCI in connection with

the management of the Company and other entities Affiliated
One

RCL The management few

may include an allocation of certain expenses attributable to one or more aircraft and/or one or
more boats owned and operated by Affiliates of RCL

c) FM _ RUAhle to the. - LoMan1. The Manager may cause the

Company to periodically charge fees to one or more entities that ( i) are Affiliated with the
Company and the Manager, and ( 6) provide services related to home sales and improvements. 
Such fees will generally be based on the proportion that the sales made by such Affiliates in
connection with the Company' s activities bear to the total sales made by such Affiliates. 

d) jn= gWM I& . ' Me Memb= acknowledge and agree that

the Manager, and/or one or more of its Affiliates, may cause the company to ( i) make and

receive inter -company loans and advances between various entities Affiliated with the Company
and/or the Manager, and ( H) pledge and encumber the Company' s assets to secure the repayment

of loans made to entities Affiliated with the Company and/or the Manager, all of which may

adversely affect the profitability of the Company and the ability of the Company to make
distributions of Net Cash Flow to the Members. 

7. CoUtLin—ging Effect. Except as modified by this First Amendment, the Operating
Agreement shall remain in fun force and effect

Remainder of this page left intentionally blank. 

Signatures follow on next page. 
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IN WrrNESS WEMWF, the parties hereto have executed this Fim Ammdmag

effective as of i2001. 

J

d

t ! i ;. 

1g1V t IIA i 7

By: Arlingtonu ` i:'.' i . ' Iglu i omp%,. Yl] 

Adz= r R op., c 4wer

James, Tnw= of to

SteveAR"obson Subchapter

RobsontheMarkE. 

the •,.`..• , t, 

the Robert k • ... on . ti:. a ', ' Tost

f

Bernard0. 6

Steven S. Robson Subchapter S Tzust, 

the Mark E. Robson Subchapter S Th=, 

the gym.. ... r>. n Subchapter

LyndatheR. Robson Subchapter S Trrust,.+ 

the Robert D. Robson Subchapter S Trust

0
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Ovemdug Agreement of Robson Ranch QHd Creek, LLC

Initial capital percentage

MANAG ER Contribution Afte—st Chm

Arlington Property Management 1, 000 1. 0% A

Company, an Arizona corporation
9532 East Riggs Road

Sun Lakes, Arizona 85248-7411

ERS

Mark E. Robson Subchapter S Trust 12,000 12.0% A

9532 East Riggs Road

Sun Lakes, Arizona 85248-7411

Steven S. Robson Subchapter S Trust 18, 600 18°6% A

9532 East Riggs Road

Sun Lakes, Arizona 85248-7411

Robert D. Robson Subchapter S Trust S12, 0M 12.0% A

9532 East Riggs Road

Sun Lakes, Arizona 85248-7411

Kimberly A. Robson Subchapter S Trust $ 12,000 12.0511) A

9532 East Riggs Road

Sun Lakes, Arizona 85248-7411

Lynda R. Robson Sir ter S Trust 12,cm R2.0% A

9532 East Riggs Road

Sun Lakes. Arizona 85249-7411

Edward J. Robson Family Trust 400 22.4% A

dated March 5, 1992, as amended

9532 East Riggs Road

Sun Lakes, Arizona 85248-7411

R.C. Employee Incentive, LLC 101800 10.0% 

9532 East Riggs Road

Sun Lakes, Arizona 85248-7411

TOTALS

1139703- 2/ 81370- 001

9
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ASSIGNMENT OF MEMBERSHIP INTEREST

AND SECOND AMENDMENT TO OPERATING AGREEMENT OF

ROBSON RANCH QUAIL CREEK, LLC

This Assignment of Membership Interest and Second Amendment to Operating Agreement

of Robson Ranch Quail Creek, LLC (the "Second ,&m ) is made and entered into effective

as of July 1, 2004, by and among Edward J. Robson, as Trustee of the EDWARD J. ROBSON
FAMILY TRUST, dated March 5, 1992, as amended ( the ' ja Trusf1, R.C. EMPLOYEE

INCENTIVE, LLC, a Delaware limited liability company, PARK SAN CARLOS, LLC, a

Delaware limited liability company (" Park San Carlos'), ARLINGTON PROPERTY

MANAGEMENT COMPANY, an Arizona corporation (" Arlin on" and G. Bernard Barry and

James D. Hubbard, as Trustees of the STEVEN S. ROBSON SUBCHAPTER S TRUST, 

ROBERT D. ROBSON SUBCHAPTER S TRUST (the "RDR Trust'), the MARK E. ROBSON

SUBCHAPTER S TRUST (the " MER Trust'), the KIMBERLY A. ROBSON SUBCHAPTER

S TRUST ( the " KAR Trust'), and the LYNDA R. ROBSON SUBCHAPTER S TRUST ( the

LRR Trust'j. 

Flyze--55M

A. Robson Ranch Quail Creek, LLC ( the was formed as a Delaware

limited liability company pursuant to that certain operating Agreement of Robson Ranch Quail
Creek, LLC dated as of June 23, 1999, as amended by that certain Assignment of Membership
Interest and First Amendment to Operating Agreement ofRobson Ranch Quail Creek, LLC dated as

of January 1, 2001 ( the " 0 Agreement"). Unless otherwise specified herein, capitalizedReratingAffg
terms used in this Second Amendment shall have the meanings given those terms in the Operating

Agreement. 

B. The EJR Trust owns a twenty-two and four -tenths percent (22.4%) Class A Interest

in the Company. 

C. The EJR Trust has entered into certain Agreements for the Sale of Membership

Interests with each of the RDR Trust, LLR Trust, MER Trust and KAF. Trust effective July 1, 2004

collectively, the " Sale ASMMMIg ), pursuant to which the EJR Thist has transferred ( 1) a two

percent ( 2%) Class A Interest in the Company to the RDR Trust; (2) a two percent (2%) Class A

Interest in the Company to the LRR Trust; (3) a four percent (4%) Class A Interest in the Company

to the MER Trust; and (4) a two percent (2%) Class A Interest in the Company to the KAR Trust. 

D. The EJR Trust desires to ( 1) convert a four percent ( 4%) Class A Interest in the

Company to a four percent (4%) Class B Interest in the Company, and (2) transfer such four percent
4%) Class B Interest to Park San Carlos. 

E. 1be Manager desires to consent to the foregoing transfer and to the admission of

Park San Carlos as a Substituted Member with respect to the Class B Interest assigned by the EJR

Trust to Park San Carlos hereunder. 



F. The Manager and Members desire to make certain modifications to the Operating
Agreement as hereinafter set forth. 

Wel"01

NOW, THEREFORE, for good and valuable consideration, the receipt and sufficiency of

which are hereby acknowledged, the parties agree as follows: 

1. AssiMMent of Class A -Interests. Pursuant to the Sale Agreements, the ERJ Trust

has transferred, sold and assigned its right, title and interest in and to a portion of the Class A
Interest in the Company held by the ERJ Trust as follows: ( a) a two percent (2%) Class A Interest

in the Company to the RDR Trust; (b) a two percent (2%) Class A Interest in the Company to the

LRR Trust; (c) a four percent (4%) Class A Interest in the Company to the MER Trust; and ( d) a

two percent (2%) Class A Interest in the Company to the KAR Trust. 

2. Conversion of Class A Interest to Class B Interest. In accordance with the definition

of the phrase " Class A Interest" set forth in Section 10. 14 of the Operating Agreement, ( a) the EJR

Trust hereby elects to convert a four percent (4%) Class A Interest in the Company owned by the

EJR Trust to a four percent ( 4%) Class B Interest in the Company ( the " Class B Interest'), and

b) the Manager hereby acknowledges and consents to such conversion. 

3. Assignment ofClass B Interest. The EJR Trust hereby trarisfers, sells and assigns its

entire right, title and interest in and to the Class B interest to Park San Carlos. Park San Carlos
hereby accepts the foregoing assignment and agrees that it shall be bound by and subject to each and
every provision of the Operating Agreement with respect to the Class B Interest acquired by it in
accordance with this Second Amendment. The Manager and Members hereby acknowledge and

agree that Arlington, acting in its capacity as the manager of Park San Carlos, is required under the
terms of the Operating Agreement for Park San Carlos, LLC to make delinquency loans to any
member ofPark San Carlos who fails for any reason to make a required capital contribution to Park
San Carlos. In no event shall Park San Carlos' Percentage Interest in the Company be diluted
pursuant to Section 2.4(c) of the Operating Agreement by virtue of Arlington's failure to make a
required delinquency loan. 

4. Consent to AssiMMents Pursuant to Section 8 of the Operating Agreement, the

Manager hereby consents to (a) the assignments described in Sections I and 3 above, and ( b) the
admission of Park San Carlos to the Company as a Substituted Member with respect to the Class B
Interest assigned to it hereunder. 

5. Revised Exhibit. Exhibit A attached to the Operating Agreement is hereby replaced

with -Exhibit A attached hereto to reflect the transactions described abovo. 

6. Continuing E Except as modified by this Second Amendment, the Operating
Agreement shall remain in fall force and effect. 

Signatures follow on next page. 
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IN WnVESS WHEREOF, the padez hcxcto lave executed Wo Socond Amc dment
effective as ofJuly 1, 2004. 

Arlington Propody Manaam@nt ComPany9
an Arizona coupon

By: -- 
Name: 

Tide: 

Edward J. Robson Family Truce

dated March 5, 199as amend@d

By: 
Edward J. Robson, Trustee

R.C. Employee Incentive, LLC, 

a Delaware limited liability company

By: Arlington Property Management Company, 
an Arizona corporation, Manager

By: 
Name: E i

Title: tWf^%sa

Park San Carlos, LLC, 

R-E-1 loy¢a-T sve s

a Delaware limited liability company

By: Arlington Property Management Company, 
an Arizona corporation, Manager

rarineW. Hubbard, as Trustee of the
Stev S. Robson Subchapter S Trust, 

the Mark E. Robson Subchapter S Trust, 

the Kimberly A. Robson Subchapter S Trust, 
the Lynda R. Robson Subchapter S Trust, and

the Robert D. Robson Subchapter S Trust

ftnatuires continue on next page. 



Second Amendment Signatures continued - 

G. BBarry, asTrustee d( the
Steven S. Robson Subchapter S Trust, 

the Mark E. Robson Subchapter S Trust, 

the Kimberly A. Robson Subchapter S Trust, 
the Lynda R. Robson Subohapter S Trust, and

the Robert D. Robson Subchapter S Trust



EXHOITA

OveralLng Affeerneut ofRobson Ranch Quail Creek. LLC

Wdal Capital Percentage

NAG _ERIMMERNA
Ao_ngonWbu Interest Class

Arlington Property Management
1, 000 1. 00/0 A

Company, an Arizona corporation
9532 East Riggs Road

Sun Lakes, Arizona 85248-7411

MEMBERS

Mark E. Robson Subchapter S Trust 16,000 16.0% A

9532 East Riggs Road

Sun Lakes, Arizona 85248-7411

Steven S. Rob ' son Subchapter S Trust 18,600 18.6% A

9532 East Riggs Road

Sun Lakes, Arizona 85248-7411

Robert D. Robson Subchapter S Trust 14,000 14.0% A

9532 East Riggs Road

Sun Lakes, Arizona 85248-7411

Kimberly A. Robson Subohapter S Trust
14,000 14.0% A

9532 East Riggs Road

Sun Lakes, Arizona 85248-7411

Lynda R. Robson Subchapter S Trust 14,000 14.0% A

9532 East Riggs Road

Sun Lakes, Arizona 85248-7411

Edward J. Robson Family Trust
8,400 8.40/o A

dated March 5, 1992, as amended

9532 East Riggs Road

Sun Lakes, Arizona 85248-7411

R.C. Employee Incentive, LLC 10,000 10.0% B

9532 East Riggs Road

Sun Lakes, Arizona 85248-7411

Park San Carlos, LLC
4,000 4.0% B

9532 East Riggs Road

Sun Lakes, Arizona 85248-7411

TOTALS

1615178.2181370.001

R





THIRD AMENDMENT TO THE OPERLATING AGREEMENT

OF

ROBSON RANCH QUAIL CREEK, LLC

This Third Ykniendment to the Operating Agreernent of Robson Ranch Quail Creels, LLC
the " Third Amendment") is entered into effective as of,. > 201,,-7, by and among

Edward J. Robson, as Trustee of the EDWARD J. ROBSON FAMILY TRUST, dated March 5, 1992, as

amended ( the " EJR Trust"), R.C. EMPLOYEE INCENTIVE, LLC, a Delaware limited liability

company, PARK SAN CARLOS, LLC, a Delaware limited liability company (" Park San Carlos''), 

ARLINGTON PROPER'L' Y MANAGEMENT COMPANY, an Arizona corporation (" Arlington"), and

G. Bernard Barry and James D. I lubbard, as Trustees of (1) the STEVEN S. ROBSON SUBCHAPTER S
TRUST, ( 2) the ROBERT D. ROBSON SUBCI1APTER S TRUST ( the " RDR Trust"), ( 3) the MARK E. 

ROBSON SUBCHAPTER S TRUST ( the " MER Trust"), ( 4) the KIMBERLY A. ROBSON SUBCIIAPTER

S TRUST ( the " KAR Trust"), and ( 5) the LYNDA R. ROBSON SUBCHAPTER S TRUST ( the " LRR

Trust"). 

RECITALS

A. Robson Ranch Quail Creek, LLC ( the " Company'') was formed as a Delaware

limited liability company upon the filing of its Certificate of Formation with the Delaware Secretary
of State on June 23, 1999. The business and affairs of the Company, and the rights, privileges, 

duties and obligations of its Manager and Members, are governed by that certain Operating

Agreement of Robson Ranch Quail Creels, LLC dated as of June 23, 1999, as amended by ( i) an

Assignment of Membership Interest and First Amendment to Operating Agreement of Robson
Ranch Quail Creels, LLC dated as of January 1, 2001, and ( ii) an Assignment of Membership

interest and Second Amendment to Operating Agreement of Robson Ranch Quail Creek, LLC

dated effective as of July 1, 2004 ( collectively, the " Operating Agreement"). Unless otherwise

specified in this Third Amendment, capitalized terns and phrases used in this Third Amendment

shall have the meanings given those terms and phrases in the Operating Agreement. 

B. The Members now desire to amend the Operating Agreement as set forth herein. 

AGREEMENTS

NOW, THEREFORE, for good and valuable consideration, the receipt and sufficiency of

which are hereby acknowledged. the Members hereby agree as follows: 

I. Amendment to Existin( DeCned Term. The term " Class B Interests" set forth in

Section 10. 14 of the Operating Agreement is hereby amended in its entirety, to read as follows: 

Class B Interests" means a limited class of membership interest in the

Compan}, intended ultimately to be issued and/ or held for the benefit of senior

management employees of the Company and/or its affiliates as the Manager shall

deem appropriate. Except as may be required by law, holders of Class B Interests

shall have no right to vote with respect to any issues relating to the Company or to

exercise any management rights whatsoever with respect to the Company. Class B



Interests may be converted to Class A Interests only as provided in the definition of
Class A Interests. 

2. Continting Effect_ Cotuiteiparts. Except as modified by this "Third Amendment, the

Operating Agreement shall continue in full force and effect. In the event of any inconsistency

between the terms of the Operating Agreement and this Third Amendment, the terms of this Third
Amendment shall control. This Third Amendment may be executed in multiple counterparts; each

of which shall be deemed an original and all of which shall constitute one agreement, 

notwithstanding that all of the parties are not signatories to the original or the same counterpart, or
that signature pages from different counterparts are combined. The signature of any party to any

counterpart shall be deemed to be a signature ( and may be appended) to any other cow-iterpart. 

IN WITNESS WHEREOF, the parties hereto have executed this Third Amendment

effective as of the date first above written. 

Arlington Property Management

Company, an Arizona corporation

Bv:
r

Name: Edward J. Robson

Title: Chairman

Edward J. Robson Family Trust, 

dated March 5, 1992 nded

B

Edward J. Robs n, Trustee

Signatures continue on next page. 



third Amendment signature, continued. 

R.C. Employee Incentive, LLC, 

a Delaware limited liability company

By: Arlington Property Management Company, 

an Arizona corporation, Manager

By:_
TIZ2

Name: Edward J. Robson

Title: Chairman

Park San Carlos, LLC, 

a Delaware limited liability company

By: Arlington Property Management Company, 
an Arizona corporation, Manager

By:' eol
Name: Edward J. Robson

Title: Chairman

ames ubbard, as Trustee of the

StevenJVRobson Subchapter S Trust, 

the Mark E, Robson Subchapter S Trust, 

the Kimberly A. Robson Subchapter S Trust, 
the Lynda R. Robson Subchapter S Trust, and

the Robert D. Robson Subchapter S "frust

r

G. Bernard Barry, as Trustee ortA

Steven S. Robson Subchapter S Trust. 

the Mark E. Robson. Subchapter S Trust, 

the Kimberly A. Robson Subchapter S Trust, 
the Lynda R. Robson Subchapter S Trust, and

the Robert D. Robson Subchapter S Trust

SO 762
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STATE OF AMZONA

Office of the

CORPORATION COMMISSION

CERTIFICATE OF GOOD STANDING

To all to whom these presents shall come, greeting: 

1, Jodi A. Jerich, Executive Director of the Arizona Corporation Commission, do hereby

certify that

ROBSON RANCH QUAIL CREEK, LLC*** 

a foreign limited liability company organized under the laws of the jurisdiction of Delaware

did obtain a Certificate of Registration in Arizona on the lith day ofJuly 1999. 

I further certify that according to the records of the Arizona Corporation Commission, as

of the date set forth hereunder, the said limited liability company has not had its Certificate

of Registration revoked for failure to comply with the provisions ofA.R.S. section 29-601 et

seq., the Arizona Limited Liability Company Act; and that the said limited liability company
has not filed a Certificate of Cancellation as of the date of this certificate. 

This certificate relates only to the legal authority of the above named entity as of the date
issued. This certificate is not to be construed as an endorsement, recommendation, or

notice of approval of the entity's condition or business activities and practices. 

Jo&/ A. Jeri ch, ecuti ve Director

tm
1546194



ITEM 10

CLOSING CERTIFICATE

OF

QUAIL CREEK COMMUNITY FACILITIES DISTRICT

9, 940, 000

QUAIL CREEK COMMUNITY FACILITIES DISTRICT

SAHUARITA, ARIZONA) 

GENERAL OBLIGATION REFUNDING BONDS, 

SERIES 2016

The undersigned, the Chairperson of the District Board, the

District Clerk, the District Manager and the District Counsel of Quail

Creek Community Facilities District ( the " Issuer"), acting for and on

behalf of the Issuer, HEREBY CERTIFY as follows: 

1. That they are the duly chosen, qualified and acting

Chairperson of the District Board, District Clerk, District Manager

and District Counsel of the Issuer, respectively, and as such

Chairperson of the District Board, District Clerk, District Manager

and District Counsel are familiar with the properties, affairs, books

and corporate records of the Issuer. 

2. That the Issuer is a duly organized and validly

existing community facilities district of the State of Arizona and is

governed by a District Board and that from October 24, 2016, to the

date hereof the following persons were the duly qualified and acting

members of the District Board of the Issuer: 

Duane Blumberg, Chairperson

Bill Bracco, Vice Chairperson

Lynne Skelton, Board Member

Kara Egbert, Board Member

Gil Lusk, Board Member

Melissa Hicks, Board Member

Tom Murphy, Board Member

3. ( a) That on October 24, 2016, Resolution No. 31 ( the

Resolution") was duly adopted by the District Board of the Issuer at

a duly called meeting ( the " Meeting") of the District Board of the

Issuer at which a quorum was present and acting throughout; that the

Resolution has not been altered, amended, repealed, revoked or

rescinded as of the date hereof; that notice of the Meeting was posted

more than 24 hours prior to the Meeting and that the Meeting was open

to the public and held in accordance with all open meetings law, rules

and regulations applicable thereto. 
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b) That the District has no rules of procedure which

would invalidate or make ineffective the Resolution. 

c) That the copy of the Resolution included in the

Transcript of Proceedings of which this Certificate is a part is a

true and correct copy of the Resolution. 

4. ( a) That the First Amendment, dated as of December 1, 

2016, to District Development, Financing Participation and Inter-

governmental Agreement ( Quail Creek Community Facilities District), 

dated as September 1, 2005 ( the " Development Agreement"), by and

between the Issuer and Robson Ranch Quail Creek, LLC (" Robson"); the

Series 2016 Indenture of Trust and Security Agreement, dated as of

December 1, 2016 ( the " Indenture"), from the Issuer to U. S. Bank

National Association, as trustee ( the " Trustee"); the Series 2016

Standby Contribution Agreement, dated as of December 1, 2016, by and

among the Trustee, Robson and the Issuer; the Series 2016 Depository

Agreement, dated as of December 1, 2016, by and between the Issuer and

U. S. Bank National Association, as depository; the Bond Purchase

Agreement, dated November 17, 2016, by and between the Issuer and

Hilltop Securities Inc. ( the " Purchase Contract") and the Series 2016

Continuing Disclosure Undertaking, dated the date hereof, from the

Issuer ( collectively, the " Documents"), as executed and delivered by

the duly authorized officers of the Issuer, are in substantially the

form and text as the copies of such instruments which were laid before

and approved by the District Board of the Issuer at the Meeting and

have not been altered or amended as of the date hereof. 

b) That the Documents have been duly authorized, 

executed and delivered by the Issuer and, as of the date hereof, the

Documents have not been amended, added to, altered, revoked or

repealed. 

c) That all approvals and consents required under

the laws of the State of Arizona in connection with the execution and

delivery of the Documents have been obtained. 

5. That, in accordance with applicable law, the

Resolution and the Indenture, there have been duly prepared, executed

and delivered to the Trustee, on behalf of the Issuer, $ 9, 940, 000

principal amount of Quail Creek Community Facilities District

Sahuarita, Arizona) General Obligation Refunding Bonds, Series 2016

the " Bonds"), dated the date hereof, with interest being payable

semiannually and maturing and being subject to redemption in accor-

dance with the provisions of the Indenture; that each of the Bonds has

been executed on behalf of the Issuer with a facsimile of the official

signature of the undersigned Chairperson of the District Board of the

Issuer, as attested by a facsimile of the official signature of the

undersigned District Clerk of the Issuer and countersigned by the

District Manager of the Issuer ( which facsimiles are hereby authorized

and adopted by the undersigned Chairperson of the District Board of

the Issuer, the District Clerk of the Issuer and the District Manager

of the Issuer). 
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6. That the Preliminary Official Statement, dated October

26, 2016, relating to the Bonds, is in substantially the form and text

as the copy of such instrument which was laid before and approved by

the District Board of the Issuer at the Meeting of October 24, 2016. 

7. That the persons named hereinbelow were or are on the

dates of the execution of the Resolution, the Bonds, the Documents and

the Final Official Statement, dated November 17, 2016 ( the " Official

Statement"), relating to the Bonds, the duly qualified and acting

incumbents of the offices of the Issuer set forth opposite their

respective names and that with respect to the Bonds, the Documents and

the Official Statement, and the signatures appearing above their

respective names below are the genuine official signatures of said

officers. 

8. That the consummation of the transactions contemplated

by the Documents and the Official Statement and the compliance by the

Issuer with the provisions thereof will not result in any breach of

any of the terms, conditions or provisions of, or constitute a default

under, any indenture, agreement or other instrument to which the

Issuer is a party or by which the Issuer may be bound or conflict with

any law, rule or regulation or order or decree of any court or

administrative body to which the Issuer is subject. 

9. That, to the best knowledge of the undersigned, no

litigation or proceeding is pending or threatened in any court or

administrative body contesting the due organization and valid

existence of the District Board of the Issuer, or the Issuer, the

titles of the members of the District Board of the Issuer to their

respective offices or the validity, due authorization and execution of

the Resolution, the Bonds, the Documents or the Official Statement; 

restricting or preventing the Issuer from performing its obligations

under the Resolution, the Bonds, the Documents or the Official

Statement or attempting to limit, enjoin or otherwise restrict or

prevent the District Board of the Issuer or the Issuer from

functioning pursuant to the terms of the Resolution, the Bonds or the

Documents. 

10. That all of the findings and the representations and

warranties of the Issuer made and contained in the Resolution and the

Documents ( which findings and representations and warranties, respec-

tively, are hereby incorporated and stated herein by reference as

fully and with the same effect as if set forth at length herein) are

true and correct as of the date hereof as if said findings and

representations and warranties, respectively, were set forth herein as

of the date hereof. 

11. That for purposes of the Purchase Contract: 

a) the representations and warranties of the Issuer

contained in the Purchase Contract are true and correct in all

material respects on and as of the date hereof as if made on the date

hereof; 
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b) except as described in the Official Statement, no

litigation or proceeding against the Issuer is pending or, to the best

knowledge of the undersigned, threatened in any court or

administrative body which would ( a) contest the right of the members

or officials of the Issuer to hold and exercise their respective

positions, ( b) contest the due organization and valid existence of the

Issuer, ( c) contest the validity, due authorization and execution of

the Bonds or the Issuer Documents ( as such term is defined in the

Purchase Contract) or ( d) attempt to limit, enjoin or otherwise

restrict or prevent the Issuer from functioning and levying, assessing

and collecting the property taxes from which the Bonds are payable

pursuant to the Resolution, nor, to the best of such representatives' 

knowledge, is there any basis therefor, wherein an unfavorable

decision, ruling or finding would materially, adversely affect the

validity or enforceability of the Bonds or the Issuer Documents or

have a material, adverse effect on the financial condition of the

Issuer; 

c) the Resolution has been duly adopted by the

District Board of the Issuer, is in full force and effect and has not

been modified, amended or repealed; and

d) to the best knowledge and belief of the

undersigned, no event affecting the Issuer has occurred since the date

of the Official Statement which should be disclosed in the Official

Statement for the purpose for which it is to be used or which it is

necessary to disclose therein in order to make the statements and

information therein, in light of the circumstances under which made, 

not misleading in any material respect as of the date hereof, and the

information contained in the Official Statement is correct in all

material respects and, as of the date of the Official Statement did

not, and as of the Closing does not, contain any untrue statement of a

material fact or omit to state a material fact required to be stated

therein or necessary to make the statements made therein, in the light

of the circumstances under which they were made, not misleading in any

material respect, provided that, as to information provided by Robson

relating to Robson or the Project ( as defined in the Official

Statement), the Issuer is relying solely on the information provided. 

The District Manager, for purposes of the Resolution, 

hereby approves ( 1) the dated date ( which is not later than December

31, 2016) and total principal amount of the Bonds and that the Bonds

will be designated as " bank qualified" as described in the Resolution; 

2) the final principal and maturity schedule of the Bonds; ( 3) the

interest rate on each maturity of the Bonds and the dates for payment

of such interest; ( 4) the provisions for redemption in advance of

maturity of the Bonds; ( 5) the sales date, sales price and other terms

of sale of the Bonds and ( 6) the provisions for credit enhancement for

the Bonds in each case as described in the Official Statement, and

hereby acknowledges that the foregoing determinations result in the

District achieving the savings parameter as required by the

Resolution. 





ITEM 11

CLOSING CERTIFICATE OF, AND

ACKNOWLEDGEMENT OF INSTRUCTIONS TO, 

U. S. BANK NATIONAL ASSOCIATION, 

AS TRUSTEE AND DEPOSITORY

9, 940, 000

QUAIL CREEK COMMUNITY FACILITIES DISTRICT

SAHUARITA, ARIZONA) 

GENERAL OBLIGATION REFUNDING BONDS, 

SERIES 2016

The undersigned, a duly qualified and acting Vice President

of U. S. Bank National Association ( the " Bank"), as trustee pursuant to

a Series 2016 Indenture of Trust and Security Agreement, dated as of

December 1, 2016 ( the " Indenture"), from Quail Creek Community Facili- 

ties District ( the " Issuer") to the Bank and a Series 2016 Standby

Contribution Agreement, dated as of December 1, 2016 ( the

Contribution Agreement"), by and among the Issuer, the Bank and

Robson Ranch Quail Creek, LLC, and as depository pursuant to a Series

2016 Depository Agreement, dated as of December 1, 2016 ( the

Depository Agreement"), by and between the Issuer and the Bank, 

HEREBY CERTIFIES as follows: 

1. That the Indenture, the Contribution Agreement and the

Depository Agreement have been executed in three ( 3) 

counterparts each on behalf of the Bank by Keith

Henselen, one of its Corporate Officers ( the

Document/ Bond Officer") thereunto duly authorized and

that the Indenture, the Contribution Agreement and the

Depository Agreement have been duly delivered on

behalf of the Bank as such trustee and depository, 

respectively. 

2. That fully registered Quail Creek Community Facilities

District ( Sahuarita, Arizona) General Obligation

Refunding Bonds, Series 2016, aggregating $ 9, 940, 000

in total principal amount ( the " Bonds"), have been

duly authenticated by the Bank as such trustee by the

Document/ Bond Officer thereunto duly authorized. 

3. That the Document/ Bond Officer was, at the date of the

acts above- mentioned, and is at the date hereof, a

duly qualified and acting officer of the Bank and that

the signature below set opposite the name of the Docu- 

ment/ Bond Officer is the genuine official signature of

said officer: 



NAME TITLE SIGNATURE

Keith Henselen Vice President ....... 

4. That the Resolution of the Bank attached hereto as the

Exhibit authorizes the Document/ Bond Officer to exe- 

cute documents such as the documents necessary for the
Bank to execute in connection with the transactions

contemplated by the Indenture, the Contribution

Agreement and the Depository Agreement and to

authenticate bonds such as the Bonds. 

The Indenture and the Depository Agreement each provide

that if the Issuer is of the opinion that it is necessary to restrict

or limit the yield on the investment of any money paid to or held by
the Bank pursuant to the Indenture or the Depository Agreement, the

Issuer may issue to the Bank a written statement to such effect. In

that regard, the Issuer has determined to restrict the yield on

certain moneys as instructed in the Certificate Relating To Federal

Tax Matters, dated even date herewith and included in the Transcript

of Proceedings of which this Certificate is a part. The undersigned

HEREBY ACKNOWLEDGES on behalf of the Bank that the Bank shall invest

amounts held in the " Principal Account" established pursuant to the

Depository Agreement in Permitted Investments ( as such term is defined

in the Indenture) the yield on which is not in excess of 3. 1476

percent. For such purpose, the " yield" on investments which are

subject to such restriction must be calculated in the manner set forth

in the Treasury Regulations relating to Section 148 of the Internal

Revenue Code of 1986, as amended. Such regulations generally define
yield" as that percentage rate which, when used in computing the

present value of all payments of principal and interest to be paid on

an obligation produces an amount equal to its market price ( generally

the mean of the bid and offered prices on an established market where

Permitted Investments are traded). The yield on investments must be

computed on a 12 month - 360 day year basis, with interest compounding

semiannually. Failure to comply with the investment yield restrictions
described in such instruction could cause the Bonds to be considered

arbitrage bonds" by the Internal Revenue Service, making the interest
income paid with regard to the Bonds includable in the gross incomes

of the owners thereof for federal income tax purposes. 

Signature page follows.] 
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IN WITNESS WHEREOF, the undersigned has hereunto set

his/ her hand this 6th day of December, 2016. 

ATTACHMENTS: 

Exhibit - Resolution

Printerame: 
Suzanne Gibbs

Title: .... 
Assistant Vice President

U. S. Bank National Association, as

Trustee and Depository
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EXHIBIT

Mbank. 

U.S. BANK NATIONAL ASSOCIATION

ASSISTANT SECRETARY CERTIFICATE

I, Linda E. Bidon, an Assistant Secretary of U.S. Bank National Association, hereby certify that
the following is a true and exact extract from the Bylaws of U. S. Bank National Association, a
national banking association organized under the laws of the United States. 

ARTICLE VI. 

CONVEYANCES, CONTRACTS, ETC. 

All transfers and conveyances of real estate, mortgages, and transfers, endorsements or assignments

of stock, bonds, notes, debentures or other negotiable instruments, securities or personal property
shall be signed by any elected or appointed officer. 

All checks, drafts, certificates of deposit and all funds of the Association held in its own or in a

fiduciary capacity may be paid out by an order, draft or check bearing the manual or facsimile
signature of any elected or appointed officer of the Association. 

All mortgage satisfactions, releases, all types of loan agreements, all routine transactional

documents of the Association, and all other instruments not specifically provided for, whether to be
executed in a fiduciary capacity or otherwise, may be signed on behalf of the Association by any
elected or appointed officer thereof. 

The Secretary or any Assistant Secretary of the Association or other proper officer may execute and
certify that required action or authority has been given or has taken place by resolution of the Board
under this Bylaw without the necessity of further action by the Board. 

I further certify the following officers of U. S. Bank National Association have been duly
appointed and qualified officers of the Association authorized to act under Article VI of the

Bylaws of the Association and that such authority is in full force and effect as of the date hereof
and have not been modified, amended or revoked. 

Mary J. Ambriz-Reyes Vice President Linda Y. Riley Assistant Vice President
Keith N. Henselen Vice President Suzanne M. Gibbs Assistant Vice President
Robert L. Von Hess Vice President

IN WITNESS WHEREOF, I have set my hand this
16th

day of September, 2015. 

No corporate sea]) 

Linda E. Bidon, Assistant Secretary

S:\ affdavit\sec- certs\ Reyes -Riley



ITEM 12

CERTIFICATE RELATING TO FEDERAL TAX MATTERS

9, 940, 000

QUAIL CREEK COMMUNITY FACILITIES DISTRICT

SAHUARITA, ARIZONA) 

GENERAL OBLIGATION REFUNDING BONDS, 

SERIES 2016

The undersigned, the District Manager of Quail Creek

Community Facilities District ( the " Issuer"), an officer of the Issuer

charged, with others, with the responsibility for causing the issuance

of the above- referenced Bonds ( the " Bonds"), hereby certifies certain

facts regarding the Bonds and establishes certain expectations

regarding future events related to the Bonds and the use of proceeds

of the sale thereof.  The certifications and expectations contained

herein are made on behalf of the Issuer for the benefit of the owners

of the Bonds and expand on the requirements of Sections 10. 05 and

10. 06 of the Series 2016 Indenture of Trust and Security Agreement, 

dated as of December 1, 2016 ( the " Indenture"), from the Issuer to

U. S. Bank National Association, as trustee.  In the event of an

examination by the Internal Revenue Service of the exemption from

federal income taxation of interest paid on the Bonds, under current

rules, the Issuer is the " taxpayer" in such examination and will be

required to respond in a commercially reasonable manner to any

inquiries from the Internal Revenue Service in connection with such

examination.  Capitalized terms not otherwise defined herein have the

meanings given to them in the Indenture, the Internal Revenue Code of

1986, as amended ( the " Code"), and applicable federal Treasury

Regulations ( the " Regulations"). 

1. Purpose of the Bonds. 

a) The proceeds of the sale of the Bonds will be

used as follows: 

i) to current refund in advance of maturity

the Issuer' s remaining outstanding General Obligation Bonds, 

Series 2006 ( the " Refunded Bonds"), the proceeds of the sale of

which were used to acquire certain of the public infrastructure

described in the " Feasibility Report" included in the Transcript

of Proceedings with respect to the Refunded Bonds ( collectively, 

the " Projects"); 

ii) to pay a bond insurance premium ( the

Insurance Premium") for a municipal bond insurance policy with

respect to the Bonds ( the " Insurance Policy"); and

iii) to pay the costs of issuance of the Bonds

the " Costs of Issuance"). 
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b) The Bonds will be issued for a significant

governmental purpose ( i.e., to maintain lower projected ad valorem

property tax rates assessed by the Issuer) and will be issued to

realize debt service savings and not to hedge against future increases

in interest rates. 

c) None of the sale proceeds or investment earnings

of the Bonds will be used to reimburse the Issuer for an expenditure

paid prior to the date hereof, other than for the Costs of Issuance; 

and none of the sale proceeds or investment earnings of the Refunded

Bonds were used to reimburse the Issuer for an expenditure paid prior

to the issue date of the Refunded Bonds. 

d) None of the hereinafter described Net Proceeds of

the Bonds will be used to pay working capital of the Issuer, and none

of the net proceeds of the Refunded Bonds were used to pay working

capital of the Issuer. 

2. Proceeds of the Bonds; Bond Insurance. 

a) The net proceeds received by the Issuer from the

sale of the Bonds will be $ 9, 804, 070. 23 ( the " Net Proceeds"), 

representing $ 9, 940, 000. 00 face amount of the Bonds, plus net original

issue premium of $ 57, 693. 65, minus the Insurance Premium of

145, 988. 68 ( which will be paid by the underwriter of the Bonds ( the

Underwriter") on behalf of the Issuer) and underwriter' s compensation

the " Underwriter' s Discount") of $47, 634. 74. 

b) The Net Proceeds will be applied as follows: 

i) $9, 503, 857. 58 of the Net Proceeds will be

transferred to Wells Fargo Bank, N. A., trustee with respect to the

Refunded Bonds ( the " 2006 Trustee").  Such amount, together with

375, 682. 00 held in the debt service fund for the Refunded Bonds, for

a total of $9, 879, 539. 58, will be applied by the 2006 Trustee to pay

the redemption price of the Refunded Bonds on January 10, 2017. 

ii) $300, 212. 65 of the Net Proceeds will be

used to pay the Costs of Issuance ( net of the Underwriter' s Discount) 

within 6 months of the date hereof.  Any amounts remaining after

paying the Costs of Issuance will be applied to pay debt service on

the Bonds on their next scheduled payment date. 

c) The Insurance Policy is being purchased with

proceeds of the sale of the Bonds ($ 145, 988. 68) in order to market the

Bonds at more favorable interest rates than would otherwise have been

achieved.  As provided in the Certificate of the Underwriter, attached

as Exhibit " A" hereto, ( i) the amount paid by the Issuer to Assured

Guaranty Municipal Corp. ( the " Insurer") for the Insurance Policy is

within a reasonable range of premiums charged for comparable credit

enhancement for obligations comparable to the obligation evidenced and

represented by the Bonds, ( ii) the fees paid and to be paid for the
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Insurance Policy represent a commercially reasonable charge for the

transfer of credit risk, ( iii) such fees do not include any direct or

indirect payment for a cost, risk, or other element that is not

customarily borne by guarantors of tax-exempt bonds in transactions in

which the guarantor has no involvement other than as guarantor, and

iv) no non- guarantee services are being provided by the Insurer. 

3. Payment of the Bonds. 

a) For each year until the Bonds are paid or

otherwise provided for, the Issuer will levy and cause to be collected

an ad valorem property tax based on a tax rate of at least $3. 00 per

100 of net limited assessed valuation on all taxable property within

the boundaries of the Issuer, sufficient, with moneys, if any, 

available pursuant to the Series 2016 Standby Contribution Agreement, 

to pay Debt Service with respect to the Bonds; provided, however, that

the Issuer may levy a lesser tax rate if such lower rate will produce

tax revenues sufficient to pay in full Debt Service with respect to

the Bonds ( and debt service with respect to any subsequently issued

additional general obligation and general obligation refunding bonds

of the Issuer) up to, and including, the final maturity of the Bonds

and any such outstanding additional bonds.  An amount equal to

1, 800, 000 will be available pursuant to the Series 2016 Depository

Agreement with respect to the Bonds if there has been levied and

assessed an ad valorem property tax of at least $3. 00 per $ 100 of net

limited assessed valuation on all taxable property within the

boundaries of the Issuer and amounts to pay Debt Service with respect

to the Bonds are not available pursuant to the Series 2016 Standby

Contribution Agreement. 

b) Amounts deposited into the Series 2016 Tax

Account of the Bond Fund will be expended within 13 months of their

deposit to pay scheduled debt service on or to redeem the Bonds.  Such

Tax Account will be considered to be established to achieve a proper

matching of revenues and debt service in each bond year.  The Series

2016 Tax Account of the Bond Fund will be fully depleted at least

annually, except for a reasonable carryover amount not to exceed the

greater of ( A) 1 year' s earnings on such amounts for the immediately

preceding bond year or ( B) one- twelfth of annual debt service on the

Bonds for the immediately preceding bond year.  Amounts received from

the investment of amounts in the Series 2016 Tax Account of the Bond

Fund will be added to the Series 2016 Tax Account of the Bond Fund and

expended within 1 year of their receipt.  Amounts in the Series 2016

Tax Account of the Bond Fund may be invested without regard to Yield

restriction.  Investment proceeds in the Series 2016 Tax Account of

the Bond Fund may be invested without regard to yield restriction for

a period not in excess of 1 year, and thereafter at a yield no higher

than the hereinafter defined Bond Yield. 

c) The Indenture and the Series 2016 Depository

Agreement each provide that if the Issuer is of the opinion that it is
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necessary to restrict or limit the yield on the investment of any

money paid to or held by the Trustee or the Depository, as the case

may be, pursuant to the Indenture or the Series 2016 Depository

Agreement, respectively, the Issuer may issue to the Depository, as

the case may be, a written statement to such effect.  In that regard, 

the Issuer has issued to the Depository written instructions that the

Depository shall invest amount held in the " Principal Account" 

established pursuant to the Series 2016 Depository Agreement in

Permitted Investments the yield on which is not in excess of the Bond

Yield. 

d) Other than the Series 2016 Tax Account and the

Principal Account, there will be no funds or accounts held under the

Indenture or otherwise that are expected to be used to pay debt

service on or to secure the Bonds. 

4. Yield.  The yield on the Bonds ( determined as the

semiannual discount rate at which the present value of the payments of

principal and interest equals the issue price of the Bonds) has been

calculated by the financial advisor to the Issuer with respect to the

issuance of the Bonds ( the " Financial Advisor") to be 3. 1476 percent

the " Bond Yield").  The Financial Advisor has used $ 9, 851, 704. 97 to

calculate the Bond Yield, representing $ 9, 940, 000. 00 face amount, plus

net original issue premium of $ 57, 693. 65 and minus the Insurance

Premium of $145, 988. 68.  The Financial Advisor has taken the Insurance

Premium into account in computing the Bond Yield based on Exhibit " A" 

hereto, which indicates that the amount of the Insurance Premium is

less than the present value of interest reasonably expected to be

saved ( using the Bond Yield as the discount rate) as a result of the

Insurance Policy, as well as on the Certificate of Insurer attached as

Exhibit " B" hereto. See Exhibits " A" and " C" hereto with respect to

the " issue price" of the Bonds and the Bond Yield, respectively. 

5. Projects; Refunded Bonds; No Excess Gross Proceeds; 

Maturity; Hedge. 

a)   All unspent proceeds of the Refunded Bonds have

heretofore been spent on costs of the Projects. As such, there are no

transferred proceeds of the Bonds. 

b) The Financial Advisor has computed the weighted

average maturity of the Bonds to be 8. 0236 years, which does not

exceed 120 percent of the weighted average reasonably expected

remaining economic life of the Projects. 

c) There will not be any breach of any

representation or covenant made by the Issuer in connection with the

Refunded Bonds.  In particular, the Issuer will be in compliance with

all representations and covenants it made regarding the expenditure of

proceeds and arbitrage rebate requirements of the Refunded Bonds, 

including without limitation all such representations and covenants in
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any tax compliance certificate ( or similar document) and other

documents relating to the Refunded Bonds designed to satisfy the tax

requirements of the Code in order for interest on the Refunded Bonds

to be excludable from the gross income of the registered owners

thereof for federal income tax purposes. 

6. Arbitrage Rebate.  The Issuer will comply with certain

arbitrage rebate covenants as indicated in Section 10. 06 of the

Indenture.  All necessary rebate computations have been prepared and

all applicable rebate requirements complied with for the Refunded

Bonds. 

7. No Private Activity Bonds.  With respect to the Bonds, 

references in this Section to the use of issue proceeds includes the

use or reasonably expected use of the issue proceeds of the Refunded

Bonds. 

a) The amount of issue proceeds used or to be used, 

directly or indirectly, in a private trade or business use has not and

will not exceed in the aggregate the lesser of $ 15, 000, 000 or 10

percent of the issue proceeds. 

b) No payment of principal or interest on the Bonds

will be secured, directly or indirectly, by any interest in property

used in a private trade or business or payments with respect to such

property. 

c) Directly or indirectly, no issue proceeds are

used in a private trade or business that is ( i) unrelated to a

governmental purpose of the Bonds, and ( ii) related to but in excess

of the issue proceeds used for the related governmental purpose of the

Bonds.  The amount of issue proceeds to be so used will not exceed 5

percent of the issue proceeds. 

d) ( i) The amount of issue proceeds to be used

with respect to output facilities, other than facilities for the

furnishing of water, will be less than 5 percent of the issue

proceeds, and ( ii) the amount of issue proceeds used to acquire

nongovernmental output property, other than property for the

furnishing of water, will not exceed the lesser of 5 percent of the

issue proceeds or $5, 000, 000. 

e) ( i) The amount of issue proceeds to be used

directly or indirectly to make or finance loans to third parties will

not exceed the lesser of 5 percent of the issue proceeds or

5, 000, 000, and ( ii) the Issuer neither has, nor will have, any

separate tax or assessment payment agreement with any person with

respect to any project that differs from the Issuer' s tax or

assessment payment policies that apply generally to the public. For

purposes of this Section, the term " loan" does not include any loan

that enables the borrower to finance any governmental tax or assess-
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ment of general application imposed for one or more specific essential

governmental functions, or any loan that is a nonpurpose investment. 

f) The Issuer has not entered into and will not

enter into any management contract with respect to the Projects that

does not satisfy the safe-harbor requirements as set forth in either

Revenue Procedure 2016- 44 or Revenue Procedure 97- 13: 

The safe harbor requirements of Revenue Procedure 2016- 44

are as follows: 

i) In General. With respect to compensation

for the services provided under a management contract, the

contract must provide for reasonable compensation for serv-

ices rendered, and can reimburse actual and direct expenses

paid by the service provider, as well as related

administrative overhead expenses. 

ii) No Net Profits Arrangements.  The contract

must not provide to the service provider a share of the net

profits from the operation of any part of the Projects.  

Compensation will not be treated as providing a share of

net profits if no element takes into account, or is

contingent on, either the managed property' s net profits or

both the managed property' s revenues and expenses for any

fiscal period.  For this purpose, the elements of compensa-

tion are the eligibility for, the amount of, and the timing

of the payment of the compensation, with any reimbursements

of actual and direct expenses paid by the service provider

to unrelated parties ( which do not include its employees) 

being disregarded.  Incentive compensation will not be

treated as providing a share of net profits if eligibility

for its payments is determined by the service provider' s

performance in meeting one or more standards that measure

quality of services, performance, or productivity, and the

amount and timing of the payment of compensation otherwise

meet the safe-harbor requirements. 

iii) No Bearing of Net Losses of Managed

Property.  The contract must not, in substance impose on

the service provider the burden of bearing any share of net

losses from the operation of the managed property.  An

arrangement will not so provide if (a) the determination of

the amount of the service provider' s compensation and the

amount of unreimbursed expenses paid by the service pro-

vider do not take into account either the managed prop-

erty' s net losses or both the managed property' s revenues

and expenses for any fiscal period, and ( b) the timing of

the payment of compensation is not contingent on the

managed property' s net losses. 
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iv) Term of Contract and Revisions.  The term

of the contract, including all renewal options, is not

longer than the lesser of 30 years or 80 percent of the

weighted average reasonably expected economic life of the

managed property, determined as of the beginning of the

term of the contract.  If the contract is materially

modified, it is to be retested as a new contract as of the

date of the material modification. 

v) Issuer Control Over Use of Managed Prop-

erty.  The Issuer must exercise significant control over

the use of the managed property, which is met if the

contract requires that the Issuer approve the annual

budget, capital expenditures, rates charged for use of, 

general nature and type of use of, and each disposition of, 

the managed property. 

vi) Risk of Loss of Managed Property.  The

Issuer must bear the risk of loss upon damage to or

destruction of the managed property, which the Issuer may

insure against or may impose a penalty against the service

provider for failure to operate the managed property in

accordance with standards set forth in the contract. 

vii) No Inconsistent Tax Position. The service

provider must agree not take any tax position that is

inconsistent with its being a service provider to the

managed property, including not taking any depreciation, 

amortization, investment tax credit, or deduction for any

payment as rent with respect to the managed property. 

viii) No Circumstances Substantially Limiting

Exercise of Rights. The service provider must not have any

role or relationship with the Issuer that, in effect, 

substantially limits the Issuer' s ability to exercise its

rights, including cancellation rights under the management

contract. Not more than 20 percent of the voting power of

the governing body of the Issuer, in the aggregate, may be

vested in the service provider and its directors, officers, 

shareholders, members, partners, and employees.  Further-

more, any overlapping board members must not include the

chief executive officers ( or persons with equivalent

management responsibility) of the service provider or the

Issuer, or their respective governing bodies.  The Issuer

and the service provider must not be related parties, as

defined in Regulations section 1. 150- 1( b). 



8

The safe-harbor provisions of Revenue Procedure 97- 13 are

as follows: 

i) Fees, Contract Term, and Termination

Rights.  With respect to compensation for the services

provided under a management contract, the management

contract provides for reasonable compensation for services

rendered, with no compensation based in whole, or in part, 

on a share of the net profits from the operation of any

part of the Projects, and satisfies the requirements set

forth in one of the following subparagraphs ( A) through

E): 

A) 95 Percent Periodic Fixed Fee

Arrangement.  At least 95 percent of the compensation

for each annual period is based on a periodic fixed

fee, and the term of the contract, including renewal

options, does not exceed the lesser of 80 percent of

the reasonably expected useful life of the part of the

Projects so used and 15 years.  If all of the Projects

subject to the management contract is a facility or

system of facilities consisting of predominately

public utility property, as defined in Code

section 168( i)(10), 20 years is substituted for 15

years. 

B) 80 Percent Periodic Fixed Fee

Arrangement.  At least 80 percent of the compensation

for each annual period is based on a periodic fixed

fee, and the term of the contract, including renewal

options, does not exceed the lesser of 80 percent of

the reasonably expected useful life of the part of the

Projects so used and 10 years. If all of the Projects

subject to the management contract is a facility or

system of facilities consisting of predominately

public utility property, as defined in Code

section 168( i)(10), 20 years is substituted for 10

years. 

C) 50 Percent Periodic Fixed Fee

Arrangement.  At least 50 percent of the compensation

for each annual period is based on a periodic fixed

fee, or all of the compensation is based on a

capitation fee or a combination of a capitation fee

and a periodic fixed fee; the term of the contract, 

including renewal options, does not exceed 5 years; 

and the Issuer may terminate the contract, without

penalty or cause, at the end of the third year of the

contract term. 



9

D) Per-Unit Fee Arrangement.  All of the

compensation is based on a per-unit fee or a

combination of a per-unit fee and periodic fixed fee; 

the term of the contract, including renewal options, 

does not exceed 3 years; and the Issuer may terminate

the contract, without penalty or cause, at the end of

the second year of the contract term. 

E) Certain 2- Year Contracts.  If the

contract is one ( I) under which the service provider

primarily provides services to third parties, or

II) involving a facility during an initial start-up

period for which there have been insufficient

operations to establish a reasonable estimate of the

amount of annual gross revenues and expenses, all of

the compensation is based on a percentage of fees

charged or a combination of a per-unit fee and a

percentage of revenue or expense fee ( or, for a

facility described in ( II), during the start-up period

compensation may be based on a percentage of either

gross revenues, adjusted gross revenues, or expenses

of a facility); the term of the contract, including

renewal options, does not exceed 2 years; and the

Issuer may terminate the contract, without penalty or

cause, at the end of the first year of the contract

term. 

F) Certain 5- Year Contracts.  All of the

compensation for services is based on a stated amount

and consists of a periodic fixed fee, a capitation

fee, a per-unit fee, or a combination of the preced-

ing.  Compensation may also include a percentage of

gross revenues, adjusted gross revenues, or expenses

of the facility being managed ( but not both revenues

and expenses).  The term of the contract may not

exceed 5 years, and need not be terminable by the

Issuer prior to the end of its term.  If the contract

contains a productivity award that is a stated dollar

amount, a periodic fixed fee, or a tiered system of

stated dollar amounts or periodic fixed fees based

solely on achieved performance levels, a tiered

productivity award will be treated as a stated amount

or a periodic fixed fee, as appropriate. 

ii) Writing.  The management contract is in

writing, signed by all parties thereto. 

iii) Independent Entities.  The service provider

does not have any role or relationship with the Issuer

that, in effect, substantially limits the Issuer' s ability

to exercise its rights, including cancellation rights under
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the management contract. Not more than 20 percent of the

voting power of the governing body of the Issuer, in the

aggregate, may be vested in the service provider and its

directors, officers, shareholders, and employees.  

Furthermore, any overlapping board members must not include

the chief executive officers of the service provider or the

Issuer, or their respective governing bodies. The Issuer

and the service provider must not be related parties, as

defined in Regulations section 1. 150- 1( b). 

g) ( i) The issue proceeds will be used solely to

finance or refinance the costs of the Projects, as applicable, and, 

prior to the final maturity and payment of the Bonds, the Issuer shall

not take any action within its control that would cause the issue

proceeds or the Projects to be financed or refinanced thereby to be

used in a manner that would violate the representations and covenants

contained in this Section or cause the Bonds to be " private activity

bonds" within the meaning of Code section 141; and no action within

the control of the Issuer will be taken prior to the final maturity

and payment of the Bonds to cause such certifications to be violated. 

h) In connection with any personal property

refinanced by the Bonds, ( i) any sale or other disposition of such

property will occur only in the ordinary course of an established

governmental program, ( ii) the weighted average maturity of the Bonds

refinancing such property is not greater than 120 percent of the

reasonably expected actual use of that property for governmental

purposes, ( iii) it is reasonably expected on the date hereof that the

fair market value of any such property that may be disposed of prior

to the final maturity of the Bonds, on the date of disposition will

not be more than 25 percent of its cost, ( iv) on the date of any such

disposition, the property will no longer be suitable for its

governmental purposes, and ( v) all amounts received from the

disposition will be deposited into a fund with substantial tax or

other government revenues and expended for governmental purposes

within 6 months of the date of deposit. 

8. Other Tax Representations. 

a) ( i) No other tax-exempt obligations of the

Issuer that are reasonably expected to be paid from substantially the

same source of funds as the Bonds have been sold fewer than 15 days

prior to, or will be sold fewer than 15 days after, the sale date of

the Bonds, pursuant to the same plan of financing, and ( ii) the Bonds

are not sold under a common marketing arrangement with obligations of

another issuer. 

b) Except for proceeds of the Bonds ( i) invested for

the applicable initial temporary period, ( ii) held in a bona fide debt

service fund or a reserve fund meeting the requirements of Code

Section 148( d), ( iii) invested in obligations issued by the United
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States Treasury, or ( iv) otherwise eligible for the exceptions set out

in Code Section 149( b)( 3): no portion of the payment of principal or

interest with respect to the Bonds is or will be guaranteed, directly

or indirectly, by the United States ( or any agency or instrumentality

thereof), and less than 5 percent of the proceeds of the Bonds will be

used in making loans the payment of principal or interest with respect

to which is to be guaranteed, in whole or in part, by the United

States ( or any agency or instrumentality thereof), or invested, 

directly or indirectly, in federally insured deposits or accounts, but

only to the extent that such investment is so insured. 

c) The Issuer will cause an information statement on

Form 8038- G to be completed accurately, and executed and submitted to

the Secretary of the United States Treasury or the Secretary' s

delegate no later than the fifteenth day of the second calendar month

after the close of the calendar quarter in which the date hereof

occurs. 

d) ( i) 85 percent of the net sale proceeds of the

Refunded Bonds has been expended on the governmental purposes for

which such bonds were issued not later than 3 years after the issue

date of the Refunded Bonds, and ( ii) (A) not more than 50 percent of

the Proceeds of the Bonds will be, and ( B) not more than 50 percent of

the proceeds of the Refunded Bonds were or will be, invested in

nonpurpose investments having a substantially guaranteed yield for 4

years or more. 

e) The Issuer has not entered into, nor does it

expect to enter into, any hedge ( e. g., an interest rate swap, interest

rate cap, futures contract, forward contract, or an option) with

respect to the Bonds.  The Issuer acknowledges that any such hedge

could affect the calculation of the Bond Yield under the Regulations, 

and that the Internal Revenue Service could recalculate Yield if the

failure to account for the hedge fails to clearly reflect the economic

substance of the transaction. 

f) The Issuer has not employed a device or entered

into any arrangements or understandings in connection with the

issuance of the Bonds or the refunding of the Refunded Bonds, or in

connection with any transaction or series of transactions related to

the issuance of the Bonds or the refunding of the Refunded Bonds, to

obtain a material financial advantage based on arbitrage.  The Issuer

will not realize any material financial advantage based on arbitrage

in connection with the issuance of the Bonds or the refunding of the

Refunded Bonds, or in connection with any transaction or series of

transactions related to the issuance of the Bonds or the refunding of

the Refunded Bonds.  In particular, the Issuer will not receive a

rebate or credit resulting from any payments having been made in

connection with the issuance of the Bonds or the refunding of the

Refunded Bonds. 
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g) The Bonds will be designated as " qualified tax-

exempt obligations" for purposes of section 265( b)( 3) of the Code.  In

that connection, the Issuer, together with all of its subordinate

entities or entities that issue obligations on its behalf, or on

behalf of which it issues obligations, during the current calendar

year have not issued and will not issue tax-exempt obligations in an

aggregate amount, including the Bonds, exceeding $ 10, 000, 000. 

h) The Issuer shall comply with the Written Policies

and Procedures for Tax- Advantaged Obligations attached hereto as

Exhibit " D". 

Signature page follows.] 





Page 1 of Exhibit A

EXHIBIT " A" 

CERTIFICATE OF UNDERWRITER

This certificate is being delivered by the undersigned, a

duly authorized representative of Hilltop Securities Inc. ( the

Underwriter"), which has purchased the Bonds described in the

Certificate to which this is attached as Exhibit " A" ( terms used but

not otherwise defined herein have the meanings set forth in the

Certificate to which this is attached as Exhibit " A").  Based on the

records and information available to the undersigned, which the

undersigned believes to be correct, the undersigned, on behalf of the

Underwriter, certifies that all of the Bonds have been the subject of

a bona fide offering to the public ( excluding bond houses, brokers, or

similar persons or organizations acting in the capacity of

underwriters or wholesalers) pursuant to a Bond Purchase Agreement by

and between the Issuer and the Underwriter, dated November 17, 2016

the " Sale Date"), and on the Sale Date, at least 10% of the principal

amount of each coupon of each maturity of the Bonds were sold or

reasonably expected to be sold at the respective price for that

maturity shown on the inside front cover page of the Official

Statement.  The aggregate of such initial public offering prices is

9, 997, 693. 65, which includes $ 9, 940, 000. 00 principal amount of the

Bonds plus $57, 693. 65 net original issue premium.  Such initial public

offering prices do not exceed the fair market value of the Bonds on

the Sale Date.  For purposes of this Certificate, the phrase " bond

houses, brokers, or similar persons or organizations acting in the

capacity of underwriters or wholesalers" refers only to persons who, 

to my actual knowledge, have an arrangement with the Issuer or the

Underwriter to act in such capacity on behalf of the Issuer or the

Underwriter, or to persons who, to my actual knowledge, are in fact

acting in such capacity. 

To the best knowledge and professional judgment of the

undersigned, ( i) the amount paid by the Issuer to the Insurer for the

Insurance Policy is within a reasonable range of premiums charged for

comparable credit enhancement for obligations comparable to the

obligation evidenced and represented by the Bonds and ( ii) the fees

paid and to be paid for the Insurance Policy represent a commercially

reasonable charge for the transfer of credit risk.  Such fees do not

include any direct or indirect payment for a cost, risk, or other

element that is not customarily borne by guarantors of tax-exempt

bonds in transactions in which the guarantor has no involvement other

than as guarantor.  No non- guarantee services are being provided by

the Insurer. 

The present value of the amounts paid to obtain the

Insurance Policy is less than the present value of the interest

reasonably expected to be saved as a result of having the Insurance

Policy, using the Bond Yield as the discount factor for this purpose. 
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The fees paid and to be paid to obtain the Insurance Policy were

determined in " arm' s-length" negotiations and were required as a

condition to the issuance by the Insurer. 

To the extent that the Underwriter provided the Issuer and

bond counsel with certain computations that show issue price, these

computations are provided for informational purposes and are based on

the understanding of the Underwriter of directions received from bond

counsel regarding interpretation of the applicable law.  ( The

Underwriter expresses no view regarding the legal sufficiency of any

such computations or the correctness of any legal interpretation made

by bond counsel.) 

The Issuer may rely on the foregoing representations in

making its certification as to issue price of the Bonds under the

Internal Revenue Code of 1986, as amended ( the " Code"), bond counsel

may rely on the foregoing representations in rendering their opinion

on the exclusion from federal gross income of the interest on the

Bonds, and the Financial Advisor may rely on the foregoing

representations in making its certification as to the Bond Yield; 

provided, however, that nothing herein represents the interpretation

of the Underwriter of any laws, and in particular, regulations under

section 148 of the Code. 

Signature page follows.] 
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EXHIBIT " C" 

CERTIFICATE OF FINANCIAL ADVISOR

This Certificate is furnished by Stifel, Nicolaus & 

Company, Incorporated, as financial advisor ( the " Financial Advisor") 

to Quail Creek Community Facilities District ( the " Issuer"), in

connection with the execution and delivery of the $9, 940, 000 aggregate

principal amount of the Quail Creek Community Facilities District

Sahuarita, Arizona) General Obligation Refunding Bonds, Series 2016

the " Bonds").  The Financial Advisor hereby certifies and represents

the following, based upon the information available to it: 

We have calculated the yield on the Bonds to be 3. 1476

percent ( the " Bond Yield") in accordance with the instructions

provided by Greenberg Traurig, LLP (" Bond Counsel") set forth in

Section 4 of the Certificate Relating To Federal Tax Matters to which

this Certificate is Exhibit " C". 

For this purpose, $ 9, 851, 704. 97 has been used to calculate

the Yield, representing $ 9, 940, 000. 00 face amount of the Obligations, 

plus net original issue premium of $57, 693. 65, minus the premium for

the municipal bond insurance policy of $145, 988. 68. 

To the extent that we provided the Issuer and Bond Counsel

with certain computations that show the Bond Yield and certain other

information with respect to the Bonds, these computations are based on

our understanding of directions that we have received from Bond

Counsel regarding interpretation of the applicable law.  We express no

view regarding the legal sufficiency of any such computations or the

correctness of any legal interpretation made by Bond Counsel. 

Notwithstanding the foregoing, the Financial Advisor

reminds the Issuer that it is neither an accountant nor an actuary, 

nor does it engage in the practice of law. Accordingly, while the

Financial Advisor believes the calculations described above to be

correct, it does not warrant them to be so, nor does it warrant their

validity for purposes of Sections 103 and 141 through 150 of the

Internal Revenue Code of 1986, as amended ( the " Code"). 

Nothing herein represents our interpretation of any laws or

regulations under the Code. 
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EXHIBIT "D" 

WRITTEN POLICIES AND PROCEDURES

FOR TAX-ADVANTAGED OBLIGATIONS

Quail Creek Community Facilities District ( the “ Issuer”), has issued and may in the

future issue tax-exempt obligations (including, without limitation, bonds, notes, loans, leases and

certificates) ( together, “ tax-advantaged obligations”) that are subject to certain requirements

under the Internal Revenue Code of 1986, as amended (the “Code”). 

The Issuer has established the policies and procedures contained herein ( the

Procedures”) as of October 24, 2016, in order to ensure that the Issuer complies with the

requirements of the Code that are applicable to its tax-advantaged obligations.  The Procedures, 

coupled with requirements contained in the arbitrage and tax certificate or other operative

documents ( the “ Tax Certificate”) executed at the time of issuance of the tax-advantaged

obligations, are intended to constitute written procedures for ongoing compliance with the

federal tax requirements applicable to the tax-advantaged obligations and for timely

identification and remediation of violations of such requirements. 

A. GENERAL MATTERS. 

1. Responsible Officer.  The District Treasurer of the Issuer will have overall

responsibility for ensuring that the ongoing requirements described in the

Procedures are met with respect to tax-advantaged obligations (the “ Responsible

Officer”). 

2. Establishment of Procedures.  The Procedures will be included with other written

procedures of the Issuer. 

3. Identify Additional Responsible Employees.  The Responsible Officer shall

identify any additional persons who will be responsible for each section of the

Procedures, notify the current holder of that office of the responsibilities, and

provide that person a copy of the Procedures.  (For each section of the Procedures, 

this may be the Responsible Officer or another person who is assigned the

particular responsibility.) 

a. Upon employee or officer transitions, new personnel should be advised of

responsibilities under the Procedures and ensure they understand the

importance of the Procedures. 

b. If employee or officer positions are restructured or eliminated, 

responsibilities should be reassigned as necessary to ensure that all

Procedures have been appropriately assigned. 

4. Training Required.  The Responsible Officer and other responsible persons shall

receive appropriate training that includes the review of and familiarity with the
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contents of the Procedures, review of the requirements contained in the Code

applicable to each tax-advantaged obligation, identification of all tax-advantaged

obligations that must be monitored, identification of all facilities ( or portions

thereof) financed with proceeds of tax-advantaged obligations, familiarity with

the requirements contained in the Tax Certificate or other operative documents

contained in the transcript, and familiarity with the procedures that must be taken

in order to correct noncompliance with the requirements of the Code in a timely

manner. 

5. Periodic Review.  The Responsible Officer or other responsible person shall

periodically review compliance with the Procedures and with the terms of the Tax

Certificate to determine whether any violations have occurred so that such

violations can be timely remedied through the “ remedial action” regulations or the

Voluntary Closing Agreement Program available through the Internal Revenue

Service (“ IRS”) (or successor guidance).  Such periodic review shall occur at least

annually. 

6. Change in Terms.  If any changes to the terms of the tax-advantaged obligations

are contemplated, bond counsel should be consulted.  Such modifications could

jeopardize the status of tax-advantaged obligations. 

B. IRS INFORMATION RETURN FILING.  The Responsible Officer will confirm that

bond counsel has filed the applicable information reports (such as Form 8038-G) for such

issue with the IRS on a timely basis, and maintain copies of such form including evidence

of timely filing as part of the transcript of the issue.  The Responsible Officer shall file

the IRS From 8038-T relating to the payment of rebate or yield reduction payments in a

timely manner as discussed in Section G.12. below.  The Responsible Officer shall also

monitor the extent to which the Issuer is eligible to receive a refund of prior rebate

payments and provide for the timely filing for such refunds using an IRS Form 8038-R. 

C. USE OF PROCEEDS.  The Responsible Officer or other responsible person shall: 

1. Consistent Accounting Procedures.  Maintain or confirm maintenance of clear and

consistent accounting procedures for tracking the investment and expenditures of

proceeds, including investment earnings on proceeds. 

2. Reimbursement Allocations at Closing.  At or shortly after closing of an issue, 

ensure that any allocations for reimbursement expenditures comply with the Tax

Certificate. 

3. Timely Expenditure of Proceeds.  Monitor that sale proceeds and investment

earnings on sale proceeds of tax-advantaged obligations are spent in a timely

fashion consistent with the requirements of the Tax Certificate. 

4. Requisitions.  Utilize or confirm the utilization of requisitions to draw down

proceeds, and ensure that each requisition contains (or has attached to it) detailed

information in order to establish when and how proceeds were spent; review
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requisitions carefully before submission to ensure proper use of proceeds to

minimize the need for reallocations. 

5. Final Allocation.  Ensure that a final allocation of proceeds (including investment

earnings) to qualifying expenditures is made if proceeds are to be allocated to

project expenditures on a basis other than “ direct tracing” ( direct tracing means

treating the proceeds as spent as shown in the accounting records for draws and

project expenditures).  An allocation other than on the basis of “direct tracing” is

often made to reduce the private business use of bond proceeds that would

otherwise result from “ direct tracing” of proceeds to project expenditures.  This

allocation must be made within 18 months after the later of the date the

expenditure was made or the date the project was placed in service, but not later

than five years and 60 days after the date the tax-advantaged obligations are

issued (or 60 days after the issue is retired, if earlier).  Bond counsel can assist

with the final allocation of proceeds to project costs.  Maintain a copy of the final

allocation in the records for the tax-advantaged obligation. 

6. Maintenance and Retention of Records Relating to Proceeds.  Maintain or confirm

the maintenance of careful records of all project and other costs ( e.g., costs of

issuance, credit enhancement and capitalized interest) and uses (e.g., deposits to a

reserve fund) for which proceeds were spent or used.  These records should be

maintained separately for each issue of tax-advantaged obligations for the period

indicated under Section H. below. 

D. MONITORING PRIVATE BUSINESS USE.  The Responsible Officer or other

responsible person shall: 

1. Identify Financed Facilities.  Identify or “map” which outstanding issues financed

which facilities and in what amounts. 

2. Review of Contracts with Private Persons.  Review all of the following contracts

or arrangements with non-governmental persons or organizations or the federal

government ( collectively referred to as “ private persons”) with respect to the

financed facilities which could result in private business use of the facilities: 

a. Sales of financed facilities; 

b. Leases of financed facilities; 

c. Management or service contracts relating to financed facilities; 

d. Research contracts under which a private person sponsors research in

financed facilities; and

e. Any other contracts involving “special legal entitlements” ( such as naming

rights or exclusive provider arrangements) granted to a private person with

respect to financed facilities. 
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3. Bond Counsel Review of New Contracts or Amendments.  Before amending an

existing agreement with a private person or entering into any new lease, 

management, service, or research agreement with a private person, consult bond

counsel to review such amendment or agreement to determine whether it results in

private business use. 

4. Establish Procedures to Ensure Proper Use and Ownership.  Establish procedures

to ensure that financed facilities are not used for private use without written

approval of the Responsible Officer or other responsible person. 

5. Analyze Use.  Analyze any private business use of financed facilities and, for

each issue of tax-advantaged obligations, determine whether the 10 percent limit

on private business use (5 percent in the case of “ unrelated or disproportionate” 

private business use) is exceeded, and contact bond counsel or other tax advisors

if either of these limits appears to be exceeded. 

6. Remediation if Limits Exceeded.  If it appears that private business use limits are

exceeded, immediately consult with bond counsel to determine if a remedial

action is required with respect to nonqualified tax-advantaged obligations of the

issue or if the IRS should be contacted under its Voluntary Closing Agreement

Program.  If tax-advantaged obligations are required to be redeemed or defeased

in order to comply with remedial action rules, such redemption or defeasance

must occur within 90 days of the date a deliberate action is taken that results in a

violation of the private business use limits. 

7. Maintenance and Retention of Records Relating to Private Use.  Retain copies of

all of the above contracts or arrangements ( or, if no written contract exists, 

detailed records of the contracts or arrangements) with private persons for the

period indicated under Section H. below. 

E. LOAN OF BOND PROCEEDS.  Consult bond counsel if a loan of proceeds of tax-

advantaged obligations is contemplated.  If proceeds of tax-advantaged obligations are

permitted under the Code to be loaned to other entities and are in fact so loaned, require

that the entities receiving a loan of proceeds institute policies and procedures similar to

the Procedures to ensure that the proceeds of the loan and the facilities financed with

proceeds of the loan comply with the limitations provided in the Code.  Require the

recipients of such loans to annually report to the Issuer ongoing compliance with the

Procedures and the requirements of the Code. 

F. ARBITRAGE AND REBATE COMPLIANCE.  The Responsible Officer or other

responsible person shall: 

1. Review Tax Certificate.  Review each Tax Certificate to understand the specific

requirements that are applicable to each tax-advantaged obligation issue. 

2. Arbitrage Yield.  Record the arbitrage yield of the issue, as shown on IRS Form

8038-G or other applicable form.  If the tax-advantaged obligations are variable
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rate, yield must be determined on an ongoing basis over the life of the tax-

advantaged obligations as described in the Tax Certificate. 

3. Temporary Periods.  Review the Tax Certificate to determine the “ temporary

periods” for each issue, which are the periods during which proceeds of tax-

advantaged obligations may be invested without yield restriction. 

4. Post-Temporary Period Investments.  Ensure that any investment of proceeds

after applicable temporary periods is at a yield that does not exceed the applicable

yield, unless yield reduction payments can be made pursuant to the Tax

Certificate. 

5. Monitor Temporary Period Compliance.   Monitor that proceeds ( including

investment earnings) are expended promptly after the tax-advantaged obligations

are issued in accordance with the expectations for satisfaction of three-year or

five-year temporary periods for investment of proceeds and to avoid “ hedge

bond” status. 

6. Monitor Yield Restriction Limitations.  Identify situations in which compliance

with applicable yield restrictions depends upon later investments ( e.g., the

purchase of 0 percent State and Local Government Securities from the U.S. 

Treasury for an advance refunding escrow).  Monitor and verify that these

purchases are made as contemplated. 

7. Establish Fair Market Value of Investments.  Ensure that investments acquired

with proceeds satisfy IRS regulatory safe harbors for establishing fair market

value ( e.g., through the use of bidding procedures), and maintaining records to

demonstrate satisfaction of such safe harbors.  Consult the Tax Certificate for a

description of applicable rules. 

8. Credit Enhancement, Hedging and Sinking Funds.  Consult with bond counsel

before engaging in credit enhancement or hedging transactions relating to an

issue, and before creating separate funds that are reasonably expected to be used

to pay debt service.  Maintain copies of all contracts and certificates relating to

credit enhancement and hedging transactions that are entered into relating to an

issue. 

9. Grants/Donations to Governmental Entities.  Before beginning a capital campaign

or grant application that may result in gifts that are restricted to financed projects

or, in the absence of such a campaign, upon the receipt of such restricted gifts), 

consult bond counsel to determine whether replacement proceeds may result that

are required to be yield restricted. 

10. Bona Fide Debt Service Fund.  Even after all proceeds of a given issue have been

spent, ensure that debt service funds, if any, meet the requirements of a “ bona fide

debt service fund,” i.e., one used primarily to achieve a proper matching of

revenues with debt service that is depleted at least once each bond year, except for

a reasonable carryover amount not to exceed the greater of: (i) the earnings on the
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fund for the immediately preceding bond year; or ( ii) one-twelfth of the debt

service on the issue for the immediately preceding bond year.  To the extent that a

debt service fund qualifies as a bona fide debt service fund for a given bond year, 

the investment of amounts held in that fund is not subject to yield restriction for

that year. 

11. Debt Service Reserve Funds.  Ensure that amounts invested in reasonably

required debt service reserve funds, if any, do not exceed the least of:  ( i) 10

percent of the stated principal amount of the tax-advantaged obligations ( or the

sale proceeds of the issue if the issue has original issue discount or original issue

premium that exceeds 2 percent of the stated principal amount of the issue plus, in

the case of premium, reasonable underwriter’s compensation); ( ii) maximum

annual debt service on the issue; or (iii) 125% of average annual debt service on

the issue. 

12. Rebate and Yield Reduction Payment Compliance.  Review the arbitrage rebate

covenants contained in the Tax Certificate.  Subject to certain rebate exceptions

described below, investment earnings on proceeds at a yield in excess of the yield

i.e., positive arbitrage) generally must be rebated to the U.S. Treasury, even if a

temporary period exception from yield restriction allowed the earning of positive

arbitrage. 

a. Ensure that rebate and yield reduction payment calculations will be timely

performed and payment of such amounts, if any, will be timely made.  

Such payments are generally due 60 days after the fifth anniversary of the

date of issue, then in succeeding installments every five years.  The final

rebate payment for an issue is due 60 days after retirement of the last

obligation of the issue.  The Issuer should hire a rebate consultant if

necessary. 

b. Review the rebate section of the Tax Certificate to determine whether the

small issuer” rebate exception applies to the issue. 

c. If the 6-month, 18-month, or 24-month spending exceptions from the

rebate requirement (as described in the Tax Certificate) may apply to the

tax-advantaged obligations, ensure that the spending of proceeds is

monitored prior to semiannual spending dates for the applicable exception. 

d. Make rebate and yield reduction payments and file Form 8038-T in a

timely manner. 

e. Even after all other proceeds of a given issue have been spent, ensure

compliance with rebate requirements for any debt service reserve fund and

any debt service fund that is not exempt from the rebate requirement (see

the Arbitrage Rebate covenants contained in the Tax Certificate). 

13. Maintenance and Retention of Arbitrage and Rebate Records.  Maintain records

of investments and expenditures of proceeds, rebate exception analyses, rebate



Page 7 of Exhibit D

calculations, Forms 8038-T, and rebate and yield reduction payments, and any

other records relevant to compliance with the arbitrage restrictions for the period

indicated in Section H. below. 

G. RECORD RETENTION.  The Responsible Officer or other responsible person shall

ensure that for each issue of obligations, the transcript and all records and documents

described in these Procedures will be maintained while any of the obligations are

outstanding and during the three-year period following the final maturity or redemption

of that issue, or if the obligations are refunded ( or re-refunded), while any of the

refunding obligations are outstanding and during the three-year period following the final

maturity or redemption of the refunding obligations. 
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ATTACHMENT I TO

WRITTEN PROCEDURES

REMEDIAL ACTION PROCEDURES

Capitalized terms used herein but not defined have the meaning assigned thereto in

Section 5 below and in the Written Policies and Procedures for Tax-Advantaged Obligations to

which these Remedial Action Procedures are attached.  This attachment describes written

procedures that may be required to be taken by, or on behalf of, an issuer of Obligations.   

1. Background.  The maintenance of the tax status of the Obligations (e.g., as tax-

exempt obligations under federal tax law) depends on the compliance with the requirements set

forth in the Internal Revenue Code of 1986, as amended ( the “ Code”).  The purpose of this

attachment is to set forth written procedures to be used in the event that any deliberate actions

are taken that are not in compliance with the tax requirements of the Code (each, a “ Deliberate

Action”) with respect to the Obligations, the proceeds thereof, or the property financed or

refinanced by the Obligations (the “ Financed Property”). 

2. Consultation with bond counsel.  If a Deliberate Action is taken with respect to

the Obligations and the Financed Property subsequent to the issuance or execution and delivery

of the Obligations, then the Town must consult with Greenberg Traurig, LLP or other nationally

recognized bond counsel (“ bond counsel”) regarding permissible Remedial Actions that may be

taken to remediate the effect of any such Deliberate Action upon the federal tax status of the

Obligations.  Note that remedial actions or corrective actions other than those described in this

attachment may be available with respect to the Obligations and the Financed Property, including

remedial actions or corrective actions that may be permitted by the Commissioner through the

voluntary closing agreement programs (VCAP) provided by the Internal Revenue Service from

time to time.  

3. Conditions to Availability of Remedial Actions.  None of the Remedial Actions

described in this attachment are available to remediate the effect of any Deliberate Action with

respect to the Obligations and the Financed Property unless the following conditions have been

satisfied and unless bond counsel advises otherwise: 

a) The issuer of the Obligations reasonably expected on the date the

Obligations were originally issued or executed and delivered that the Obligations would

meet neither the Private Business Tests nor the Private Loan Financing Test of

Section 141 of the Code and the Treasury Regulations thereunder for the entire term of

the Obligations (such expectations may be based on the representations and expectations

of the applicable conduit borrower, if there is one); 

b) The weighted average maturity of the Obligations did not, as of such date, 

exceed 120 percent of the Average Economic Life of the Financed Property; 

c) Unless otherwise excepted under the Treasury Regulations, the Town

delivers a certificate, instrument, or other written records satisfactory to bond counsel

demonstrating that the terms of the arrangement pursuant to which the Deliberate Action
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is taken is bona fide and arm’s-length, and that the non-exempt Person using either the

Financed Property or the proceeds of the Obligations as a result of the relevant Deliberate

Action will pay fair market value for the use thereof;  

d) Any disposition must be made at fair market value and any Disposition

Proceeds actually or constructively received by the Town as a result of the Deliberate

Action must be treated as gross proceeds of the Obligations and may not be invested in

obligations bearing a yield in excess of the yield on the Obligations subsequent to the

date of the Deliberate Action; and

e) Proceeds of the Obligations affected by the Remedial Action must have

been allocated to expenditures for the Financed Property or other allowable governmental

purposes before the date on which the Deliberate Action occurs (except to the extent that

redemption or defeasance, if permitted, is undertaken, as further described in

Section 4(A) below). 

4. Types of Remedial Action.  Subject to the conditions described above, and only

if the Town obtains an opinion of bond counsel prior to taking any of the actions below to the

effect that such actions will not affect the federal tax status of the Obligations, the following

types of Remedial Actions may be available to remediate a Deliberate Action subsequent to the

issuance of the Obligations: 

a) Redemption or Defeasance of Obligations. 

i) If the Deliberate Action causing either the Private Business Use

Test or the Private Loan Financing Test to be satisfied consists of a fair market

value disposition of any portion of the Financed Property exclusively for cash, 

then the Town may allocate the Disposition Proceeds to the redemption of

Nonqualified Obligations pro rata across all of the then-outstanding maturities of

the Obligations at the earliest call date of such maturities of the Obligations after

the taking of the Deliberate Action.  If any of the maturities of the Obligations

outstanding at the time of the taking of the Deliberate Action are not callable

within 90 days of the date of the Deliberate Action, the Town may ( subject

generally to the limitations described in ( iii) below) allocate the Disposition

Proceeds to the establishment of a Defeasance Escrow for any such maturities of

the Obligations within 90 days of the taking of such Deliberate Action. 

ii) If the Deliberate Action consists of a fair market value disposition

of any portion of the Financed Property for other than exclusively cash, then the

Town may use any funds (other than proceeds of the Obligations or proceeds of

any obligation the interest on which is excludable from the gross income of the

registered owners thereof for federal income tax purposes) for the redemption of

all Nonqualified Obligations within 90 days of the date that such Deliberate

Action was taken.  In the event that insufficient maturities of the Obligations are

callable by the date which is within 90 days after the date of the Deliberate

Action, then such funds may be used for the establishment of a Defeasance

Escrow within 90 days of the date of the Deliberate Action for all of the
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maturities of the Nonqualified Obligations not callable within 90 days of the date

of the Deliberate Action. 

iii) If a Defeasance Escrow is established for any maturities of

Nonqualified Obligations that are not callable within 90 days of the date of the

Deliberate Action, written notice must be provided to the Commissioner of

Internal Revenue Service at the times and places as may be specified by

applicable regulations, rulings, or other guidance issued by the Department of the

Treasury or the Internal Revenue Service.  Note that the ability to create a

Defeasance Escrow applies only if the Obligations to be defeased and redeemed

all mature or are callable within ten and one-half ( 10.5) years of the date the

Obligations are originally issued or executed and delivered.  If the Obligations are

not callable within ten and one-half years, and none of the other remedial actions

described below are applicable, the remainder of this attachment is for general

information only, and bond counsel must be contacted to discuss other available

options. 

b) Alternative Use of Disposition Proceeds.  Use of any Disposition Proceeds

in accordance with the following requirements may be treated as a Remedial Action with

respect to the Obligations: 

i) the Deliberate Action consists of a disposition of all or any portion

of the Financed Property for not less than the fair market value thereof for cash; 

ii) the Town reasonably expects to expend the Disposition Proceeds

resulting from the Deliberate Action within two years of the date of the Deliberate

Action; 

iii) the Disposition Proceeds are treated as Proceeds of the Obligations

for purposes of Section 141 of the Code and the Regulations thereunder, and the

use of the Disposition Proceeds in the manner in which such Disposition Proceeds

are in fact so used would not cause the Disposition Proceeds to satisfy the Private

Activity Bond Tests; 

iv) no action is taken after the date of the Deliberate Action to cause

the Private Activity Bond Tests to be satisfied with respect to the Obligations, the

Financed Property, or the Disposition Proceeds (other than any such use that may

be permitted in accordance with the Treasury Regulations);  

v) Disposition Proceeds used in a manner that satisfies the Private

Activity Bond Tests or that are not expended within two years of the date of the

Deliberate Action must be used to redeem or defease Nonqualified Obligations in

accordance with the requirements set forth in Section 4(a) hereof; and

c) Alternative Use of Financed Property.  The Town may be considered to

have taken sufficient Remedial Actions to cause the Obligations to continue their

applicable treatment under federal tax law if, subsequent to taking any Deliberate Action

with respect to all or any portion of the Financed Property: 
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i) the portion of the Financed Property subject to the Deliberate

Action is used for a purpose that would be permitted for qualified tax-exempt

obligations;  

ii) the disposition of the portion of the Financed Property subject to

the Deliberate Action is not financed by a person acquiring the Financed Property

with proceeds of any obligation the interest on which is exempt from the gross

income of the registered owners thereof under Section 103 of the Code for

purposes of federal income taxation or an obligation described in Sections 54A-

54F, 54AA, or 6431 of the Code; and

iii) any Disposition Proceeds other than those arising from an

agreement to provide services ( including Disposition Proceeds arising from an

installment sale) resulting from the Deliberate Action are used to pay the debt

service on the Obligations on the next available payment date or, within 90 days

of receipt thereof, are deposited into an escrow that is restricted as to the

investment thereof to the yield on the Obligations to pay debt service on the

Obligations on the next available payment date. 

Absent an opinion of bond counsel, no Remedial Actions are available to remediate the

satisfaction of the Private Security or Payment Test regarding the same with respect to the

Obligations.  Nothing herein is intended to prohibit Remedial Actions not described herein that

may become available subsequent to the date the Obligations are originally issued or executed

and delivered to remediate the effect of a Deliberate Action taken with respect to the Obligations, 

the proceeds thereof or the Financed Property. 

5. Additional Defined Terms.  For purposes of this attachment, the following terms

have the following meanings: 

Commissioner” means the Commissioner of Internal Revenue, including any successor

person or body. 

Defeasance Escrow” means an irrevocable escrow established to redeem obligations on

their earliest call date in an amount that, together with investment earnings thereon, is sufficient

to pay the entire principal of, and interest and call premium on, obligations from the date the

escrow is established to the earliest call date.  A Defeasance Escrow may not be invested in

higher yielding investments or in any investment under which the obligor is a user of the

proceeds of the obligations. 

Deliberate Action” means any action, occurrence, or omission by the Town ( or, if

applicable, by a conduit borrower) that is within the control of the Town (or, if applicable, by

such conduit borrower) that causes either (1) the Private Business Use Test to be satisfied with

respect to the Obligations or the Financed Property (without regard to the Private Security or

Payment Test), or ( 2) the Private Loan Financing Test to be satisfied with respect to the

Obligations or the proceeds thereof.  An action, occurrence, or omission is not a Deliberate

Action if (1) the action, occurrence, or omission would be treated as an involuntary or
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compulsory conversion under Section 1033 of the Code, or ( 2) the action, occurrence, or

omission is in response to a regulatory directive made by the government of the United States. 

Disposition Proceeds” means any amounts (including property, such as an agreement to

provide services) derived from the sale, exchange, or other disposition of property ( other than

Investments) financed with the proceeds of the Obligations. 

Nonqualified Obligations” means that portion of the Obligations outstanding at the time

of a Deliberate Action in an amount that, if the outstanding Obligations were issued or executed

and delivered on the date on which the Deliberate Action occurs, the outstanding Obligations

would not satisfy the Private Business Use Test or the Private Loan Financing Test, as

applicable.  For this purpose, the amount of private business use is the greatest percentage of

private business use in any one-year period commencing with the Deliberate Action. 

Private Activity Bond Tests” means, collectively, the Private Business Use Test, the

Private Security or Payment Test, and the Private Loan Financing Test. 

Private Business Tests” means the Private Business Use Test and the Private Security or

Payment Test. 

Private Business Use Test” has the meaning set forth in Section 141(b)(1) of the Code. 

Private Loan Financing Test” has the meaning set forth in Section 141(c) of the Code. 

Private Security or Payment Test” has the meaning set forth in Section 141(b)(2) of the

Code. 

Remedial Action” means any of the applicable actions described in Section 4 hereof, or

such other actions as may be prescribed from time to time by the Department of the Treasury or

the Internal Revenue Service, which generally have the effect of rectifying noncompliance by the

Town with certain provisions of Section 141 of the Code and the Regulations thereunder and are

undertaken by the Town to maintain the federal tax status of the Obligations. 

6. Change in Law.  This attachment is based on law in effect as of this date.  Statutory or

regulatory changes, including but not limited to clarifying Treasury Regulations, may affect the

matters set forth in this attachment. 

331804154.1



mGreen bergTraurig

December 6, 2016

District Board

Quail Creek Community Facilities District

c/ o Town of Sahuarita, Arizona

8401 West Monroe Street

Sahuarita, Arizona 85345

Re: Quail Creek Community Facilities District

Sahuarita, Arizona) General Obligation Refunding

Bonds, Series 2016
ALBANY

AMSTERDAM

ATLANTA

AUSTIN

BERLIN, 

We have acted as Bond Counsel in connection with the BOCARATON

issuance by Quail Creek Community Facilities District ( hereinafter BOSTON

referred to as the " Issuer") of the captioned bonds ( hereinafter
CHICAGO

referred to as the " Bonds") . We have examined, and in rendering
DALLAS

DELAWARE

the opinions herein have relied upon, original or certified copies DENVER

of the proceedings had in connection with issuance of the Bonds; 
PORT LAUDERDALE

certifications made by officers of the Issuer relating to, among

HOUSTON

LAS VEGAS

other things, the expected use of proceeds of the sale of the LONDON' 

Bonds and certain other funds of the Issuer and to certain other
LOS ANGELES

facts within the knowledge and control of the Issuer and such

MEXICO CITY' 

MIAMI

other material and matters of law as we deem relevant to the MILAN" 

matters discussed hereinbelow. In such examination, we have
NEWJERSEY

assumed the authenticityof all documentstumenssubmittedo us as

NEW YORK

originals, the conformity to original copies of all documents

NORTHERN VIRGINIA

ORANGE COUNTY

submitted to us as certified or photostatic copies and the
ORLANDO

accuracy of the statements contained in such certifications and

PHILADELPHIA

representations. As to any facts material to our opinion, we

PHOENIX

ROME" 

have, when relevant facts were not independently established, 
SACRAMENTO

relied upon the aforesaid proceedings, certifications, 
SAN FRANCISCO

representations, material and matters. 

SEOUL

SHANGHAI

SILICON VALLEY

We are of the opinion, based upon such examination and
TALLAHASSEE

subject to the reliances, assumptions and exceptions hereinabove

TAMPA

ITELAVIV- 

and hereinafter set forth, that, under applicable law of the State TOKYO' 

of Arizona and federal law of the United States of America in
WARSAW - 

force and effect on the date hereof: 
WASHINGTON. D.C. 

WESTCHESTER COUNTY

WEST PALM BEACH

1. The Bonds are valid and legally binding
OPERATES AS GREENBERG

TRAURIG GLAMANY. LEP

obligations of the Issuer payable from the sources and
OPERATES AS

enforceable in accordance with the terms and

GREENBERG I RAURIG MAHER I W

OPERA fESAS

GREENBLRG TRAURIG. SC

conditions, described therein and are secured by a STRATEGIC ALLIANCE

Series 2016 Indenture of Trust and Security Agreement, 
OPERATES AS

GRE E N BLRG fRA URIC LLP

EGREIGN LLGAI C>NSUITAN, O,:" 

A BRAN: Ii OF

GREENBERG ERAURIG. PA

RORIOA. USA

GREENBERG TRAURIG, LLP ATTORNEYS AT LAW WWW.GTLAW.COM OTCKYOAHORITSU MUA Io

2375 East Camelback Road Suite 700 Phoenix, AZ 85016 Tel 602.445.8000 0 Fax 602.445.8100
OPERATES AS GREENBERG

TRA U RG G RZ ES AR SPK
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dated as of December 1, 2016 ( hereinafter referred to

as the " Indenture"), from the Issuer to U. S. Bank

National Association, as trustee ( hereinafter referred

to as the " Trustee"), except to the extent that the

enforceability thereof and such provision of the

security therefor may be affected by bankruptcy, 

insolvency, reorganization, moratorium or other similar

laws affecting creditors' rights or the exercise of

judicial discretion in accordance with general

principles of equity. 

2. The Issuer is to annually levy and cause an

ad valorem tax to be collected, at the same time and in

the same manner as other taxes are levied and collected

on all taxable property within the boundaries of the

Issuer, sufficient, but subject to the limitations

hereinafter described, together with any moneys from

the sources described in Section 48- 717, Arizona

Revised Statutes, including amounts from a Series 2016

Standby Contribution Agreement, dated as of December 1, 

2016, by and among the Issuer, the Trustee and Robson

Ranch Quail Creek, LLC ( hereinafter referred to as

Robson") and a Series 2016 Depository Agreement, dated

as of December 1, 2016, by and between the Issuer and

U. S. Bank National Association, as depository, if any, 

to pay debt service on the Bonds when due. All of the

taxable property within the Issuer is subject to the

levy of a tax, without limitation as to rate, to pay

the principal of and interest on the Bonds, but limited

to a total amount not greater than the total aggregate

principal and interest to become due on the bonds being
refunded with proceeds of the sale of the Bonds ( the

Bonds Being Refunded") from the date of issuance of

the Bonds to the final date of maturity of the Bonds

Being Refunded. The net proceeds of the Bonds have

been invested in obligations issued by or guaranteed by
the United States government which mature with interest

so as to provide funds to pay when due, or called for

redemption, the Bonds Being Refunded together with

interest thereon, and such proceeds and obligations

have been deposited in the respective principal and

interest redemption funds, and shall be held in trust

for the payment of, the Bonds Being Refunded with

interest on maturity or upon an available redemption

date. The owners of the Bonds must rely on the

sufficiency of such funds and securities held

irrevocably in trust for payment of the Bonds Being

Refunded. The issuance of the Bonds shall in no way

infringe upon the rights of the holders of the Bonds

GREENBERG TRAURIG, LLP ATTORNEYS AT LAW WWW.GTLAW.COM
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Being Refunded to rely upon a tax levy for the payment

of principal and interest on the Bonds Being Refunded

if such funds and securities prove insufficient. 

3. Subject to the reliance and assumption

stated in the last sentence of this paragraph, interest

on the Bonds is excludible from the gross income of the

owners thereof for federal income tax purposes. 

Furthermore, interest on the Bonds is not an item of

tax preference for purposes of the federal alternative

minimum tax imposed on individuals and corporations; 

however, interest on the Bonds is taken into account in

determining adjusted current earnings for purposes of

computing the alternative minimum tax imposed on

certain corporations. ( We express no opinion regarding

other federal tax consequences resulting from the

ownership, receipt or accrual of interest on, or

disposition of, the Bonds.) The Internal Revenue Code

of 1986, as amended ( the " Code"), includes requirements

which the Issuer and Robson must continue to meet after

the issuance of the Bonds in order that interest on the

Bonds not be included in gross income for federal

income tax purposes. The failure of the Issuer or

Robson to meet these requirements may cause interest on
the Bonds to be included in gross income for federal

income tax purposes retroactive to their date of

issuance. The Issuer and Robson have either indicated

their compliance with, or covenanted to take the

actions required by, applicable provisions of the Code

in order to maintain the exclusion from gross income

for federal income tax purposes of interest on the

Bonds. In rendering the opinion expressed above, we

have relied on certifications of the Issuer and Robson

with respect to certain matters necessary for, and have

assumed continuing compliance with certain covenants by
the Issuer and Robson included in, respectively, the

Indenture and a District Development, Financing
Participation and Intergovernmental Agreement ( Quail

Creek Community Facilities District), dated as of

September 1, 2005, as amended by a First Amendment to
District Development, Financing Participation and

Intergovernmental Agreement ( Quail Creek Community
Facilities District), dated as of December 1, 2016, by

and among, as applicable, the Issuer, the Town of

Sahuarita, Arizona and Robson ( which are, as to their

enforceability, subject to the same exceptions

described in paragraph 1 hereinabove) that must be met

after the issuance of the Bonds in order that, interest
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on the Bonds not be included in gross income for

federal tax purposes. 

4. The interest on the Bonds is exempt from

income taxation under the laws of the State of Arizona. 

We express no opinion regarding other State tax

consequences resulting from the ownership, receipt or

accrual of interest on, or disposition of, the Bonds.) 

This opinion represents our legal judgment based upon

our review of the law and the facts we deem relevant to render

such opinion and is not a guarantee of a result. This opinion is

given as of the date hereof, and we assume no obligation to review

or supplement this opinion to reflect any facts or circumstances

that may hereafter come to our attention or any changes in law

that may hereafter occur. 

Respectfully submitted, 
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December 6, 2016

Assured Guaranty Municipal Corp. 

New York, New York

Re: Quail Creek Community Facilities District

Sahuarita, Arizona) General Obligation Refunding

Bonds, Series 2016

ALBANY

AMSTERDAM

ATLANTA

We hand to you herewith executed counterparts of ( i) AUSTIN

our approving opinion ( the " Approving Opinion"), addressed to
BERLIN- 

Quail Creek Community Facilities District ( the " District") and

BOCA RATON

BOSTON

ii) our supplemental opinion ( the " Supplemental Opinion"), CHICAGO

addressed to Hilltop Securities Inc. in connection with the sale
DALLAS

DELAWARE

and issuance of $ 9, 940, 000 aggregate principal amount of Quail DENVER

Creek Community Facilities District ( Sahuarita, Arizona) General FORT LAUDERDALE

Obligation Refunding Bonds, Series 2016, dated the date hereof, 
HOUSTON

LAS VEGAS

issued pursuant to a resolution adopted by the District Board of LONDON' 

the District on October 24, 2016. Please consider this
LOS ANGELES

communication as authority for to rely on the Approving

MEXICO CITY' 

you MIAMI

Opinion and the Supplemental Opinion ( but only to the extent of MILAN" 

numbered paragraphs 1, 2, 3, 4, 5 and 6 therein) , and to make use
NEW) ERSEY

thereof, to the same extent and with the same force and effect as

NEW YORK

NORTHERN VIRGINIA

if they were addressed to you. ORANGE COUNTY

ORLANDO

PHILADELPHIA

Yours truly, PHOENIX

ROME" 

SACRAMENTO

SAN FRANCISCO

SANGSHANGHAI

i SILICON VALLEY
TALLAHASSEE

TAMPA

TEL AVIV' 

TOKYO" 

WARSAW - 

WASHINGTON, D.C. 

WESTCHESTER COUNTY

WEST PALM BEACH

OFERATLs AS GREENBERG

TRAURIG GERMANY.. LLP

OPERATES AS

GREENBERG T RAURIG MAIER I.! P

OPERATES AS

GREENBERG TRAURIG, S C
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December 6, 2016

Hilltop Securities Inc. 

Suite 340

2398 East Camelback Road

Phoenix, Arizona 85016

Assured Guaranty Municipal Corp. 

New York, New York

ALBANY

Re: Quail Creek Community Facilities District AMSTERDAM

Sahuarita, Arizona) General Obligation Refunding
ATLANTA

Bonds, Series 2016

AUSTIN

BERLIN- 

BOCA RATON

BOSTON

CHICAGO

DALLAS

This supplemental opinion is rendered pursuant to DELAWARE

Section 6( i)( 5) of the Bond Purchase Agreement, dated November 17, 
DENVER

2016 ( the " Bond Purchase Agreement") , between Quail Creek
FORT

HOUSTON

LAUDERDALE

Community Facilities District ( the " Issuer") and Hilltop LAS VEGAS

Securities Inc., as underwriter ( the " Underwriter"), and is given
LONDON

in connection with the issuance on this date by the Issuer of

LOS ANGELES

MEXICO CITY' 

bonds designated its General Obligation Refunding Bonds, Series MIAMI

2016, in the aggregate principal amount of $ 9, 940, 000 ( the
MILAN" 

Bonds"). The Bonds are issued and secured by a Series 2016

NEW JERSEY

NEW YORK

Indenture of Trust and Security Agreement, dated as of December 1, NORTHERN VIRGINIA

2016 ( the " Indenture") , from the Issuer to U. S. Bank National
ORORLANDOANDOLCOUNTY

I

Association, as trustee ( the " Trustee") , are the subject of an PHILADELPHIA

Official Statement, dated November 17, 2016 ( the " Official
PHOENIX

Statement") , and are being sold pursuant to the Bond Purchase
ROME" 

SACRAMENTO

Agreement, in each case in accordance with a resolution SAN FRANCISCO

authorizing the issuance of, and certain other matters relating
SEOUL' 

to, the Bonds, adopted by the District Board of the Issuer on

SHANGHAI

SILICON VALLEY

October 24, 2016 ( the " Resolution") , including a Series 2016 TALLAHASSEE

Standby Contribution Agreement, dated as of December 1, 2016 ( the
TAMPA

TEL AVIV" 

Standby Contribution Agreement"), by and among the Issuer, the TOKYO" 

Trustee and Robson Ranch Quail Creek, LLC ( the " Owner") and a
WARSAW - 

Series 2016 Depository Agreement, dated as of December 12016pyg
WASHINGTON. D.C. 

WESTCHESTER COUNTY

the " Letter of Credit Depository Agreement") , by and between the WEST PALM BEACH

Issuer and U. S. Bank National Association, as depository ( the
OPERATES AS C.RFENBERG

ERAURIG GERMANY, I I

Depository") . In connection with the issuance and sale of the 4OPFRATESASGREENBERGTRAURIG MAHER LL V

Bonds the Issuer will execute and deliver a Series 2016 OPERATES AS

GREENBERG TRAUPoG, S E

Continuing Disclosure Undertaking, dated of even date herewith
STRATEGIC At F

OPERATES AS

GREENBERG TRAURIG LLP

EORIG' LEGAI CONSUL IANI OI'. CL

A BRANCH OE
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the " Undertaking"). ( The Indenture, the Bond Purchase Agreement, 

the Standby Contribution Agreement, the Depository Agreement, the

Resolution and the Undertaking are hereinafter collectively

referred to as the " Issuer Documents"). ( You may rely on our

opinion as Bond Counsel, dated of even date herewith, with regard

to the Bonds as if addressed to you.) 

In connection with such issuance, we have examined and

relied upon: . 

i) An executed copy of the Indenture; 

ii) An executed copy of the Official Statement; 

iii) An executed copy of the Bond Purchase

Agreement; 

iv) An executed copy of the Standby Contribution

Agreement; 

v) An executed copy of the Depository

Agreement; 

vi) A certified copy of the Resolution ( which

authorized, among other matters, execution and delivery of the

Bond Purchase Agreement); 

vii) An executed copy of the Undertaking; 

viii) Such other agreements, certificates

including particularly, but not by way of limitation, a

certificate of the Owner, dated of even date herewith), opinions, 

letters and other documents, including all documents delivered or

distributed at the closing of the sale of the Bonds, as we have

deemed necessary or appropriate in rendering the opinions set

forth herein; and

ix) Such provisions of the Constitution and laws

of the State of Arizona and the United States of America as we

believe necessary to enable us to render the opinions set forth

herein. 

In our examination, we have assumed the authenticity of
all documents submitted to us as originals, the conformity to

original copies of all documents submitted to us as certified or

photostatic copies, the authenticity of the originals of such

latter documents and the accuracy of the statements contained in

such certificates. In connection with our representation of the
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Issuer, we have also participated in conferences from time to time

with representatives of and counsel to the Issuer, the

Underwriter, the Owner and the Trustee relating to the Issuer

Documents. 

We are of the opinion, based upon the foregoing and

subject to the reliance hereinabove indicated and the

qualifications hereinafter set forth, that under applicable law of

the State of Arizona and federal law of the United States of

America in force and effect on the date hereof: 

1. The Issuer is a duly organized and validly

existing special purpose district, a tax levying public

improvement district and a municipal corporation for

purposes set forth in Section 48- 708( B), Arizona

Revised Statutes, pursuant to the Constitution and laws

of the State of Arizona and has all requisite power and

authority thereunder ( a) to cause the adoption of the

Resolution, ( b) to authorize, execute, deliver and

issue, as applicable, the Issuer Documents and the

Bonds, ( c) to approve, execute and authorize the use

and distribution of the Official Statement ( including, 

as applicable, the Preliminary Official Statement, 

dated October 26, 2016 ( the " Preliminary Official

Statement"), with respect to the Bonds), and ( d) to

carry out and consummate the transactions contemplated

by the Official Statement, the Resolution, the Issuer

Documents and the Bonds ( including performing the

applicable obligations thereunder). 

2. To our actual knowledge, adoption of the

Resolution; authorization, execution, delivery and

issuance, as applicable, of, and the due performance of

the obligations of the Issuer under, the Issuer

Documents and the Bonds and the approval, execution and

authorization of the use and distribution of the

Official Statement ( including, as applicable, the

Preliminary Official Statement) by the Issuer under the

circumstances contemplated thereby do not and will not

in any material respect conflict with or constitute on

the part of the Issuer a breach of or default under any

agreement or other instrument to which the Issuer is a

party or of any existing law, ordinance, administration

regulation, court order or consent decree to which the

Issuer is subject. 

3. To our actual knowledge, no consent of any

other party, and no consent, license, approval or
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authorization of, exemption by or registration with any

governmental body, authority, bureau or agency ( other

than those that have been obtained or will be obtained

prior to the delivery of the Bonds), is required in

connection with the adoption by the Issuer of the

Resolution or the authorization, execution, delivery, 

issuance and performance, as applicable, by the Issuer

of the Issuer Documents and the Bonds and the

consummation of the transactions contemplated by the

Official Statement. 

4. The Issuer has duly ( a) caused the adoption

of the Resolution and ( b) authorized ( i) the

authorization, execution, delivery and issuance, as

applicable of, and the performance of its obligations

under, the Issuer Documents and the Bonds and ( ii) the

taking of the actions required on the part of the

Issuer to carry out, give effect to and consummate the

transactions contemplated by the Official Statement, 

the Resolution, the Issuer Documents and the Bonds. 

The Issuer has complied with all applicable provisions

of law and has taken all actions required to be taken

by it to the date hereof in connection with the

transactions contemplated by the aforesaid documents. 

5. The Issuer Documents have been duly

authorized, executed and delivered by the Issuer and, 

in the case of the Indenture, the Bond Purchase

Agreement, the Standby Contribution Agreement and the

Depository Agreement assuming due and valid

authorization, execution and delivery by the other

party thereto, and, in the case of the Undertaking, 

subject to annual appropriation to cover the costs of

compliance therewith, constitute legal, valid and

binding obligations of the Issuer enforceable in

accordance with their terms. 

6. Based solely upon a search of the

computerized docket records available for review on

December 5, 2016, in the office of the Maricopa County

Superior Court and U. S. District Court, there is no

action, suit, proceeding, inquiry or investigation, at

law or in equity, before or by any court, governmental

agency, public board or body, pending or overtly

threatened against or affecting the Issuer, and there

is no basis therefor, ( i) that in any way questions the

powers of the Issuer referred hereinabove or the

validity of the proceedings taken by the Issuer in
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connection with the issuance and sale of the Bonds, 

ii) wherein an unfavorable decision, ruling or finding

would adversely affect the transactions contemplated by

the Official Statement, the Resolution, the Issuer

Documents or the Bonds or would in any way adversely

affect the validity or enforceability of the

Resolution, the Issuer Documents or the Bonds ( or of

any other instrument required or contemplated for use

in consummating the transactions contemplated thereby

or hereby or by the Official Statement), 

iii) contesting in any way the completeness or

accuracy of the Preliminary Official Statement or the

Official Statement or ( iv) that questions the right of

the Issuer to levy, receive and pledge special

assessments or taxes, nor lawsuits pending or overtly

threatened against the Issuer that, if decided

adversely to the Issuer, would, individually or in the

aggregate, have a material adverse effect on the

financial condition of the Issuer or impair the ability

of the Issuer to comply with all the requirements set

forth in the Official Statement, the Resolution, the

Issuer Documents or the Bonds. 

7. The information contained in the Official

Statement under the headings " THE BONDS" ( except the

information incorporated by reference to other headings

or the appendices not otherwise included hereinbelow as

to which we express no opinion), " PLAN OF REFUNDING" 

except the information incorporated by reference to

other headings not otherwise included hereinabove as to

which we express no opinion), " SECURITY FOR AND SOURCES

OF PAYMENT OF THE BONDS" ( except under the subheading

Ad Valorem Taxation in the District" as to which we

express no opinion), " TAX MATTERS," " QUALIFIED TAX- 

EXEMPT OBLIGATIONS" and " CONTINUING DISCLOSURE" ( but

only as it relates to the Issuer and except for the

information incorporated by reference to the appendices

and the status of the Issuer with respect to compliance

with its previous undertakings as to which we express

no opinion) therein and in Appendix B - " SUMMARY OF

CERTAIN PROVISIONS OF THE INDENTURE" and Appendix C - 

FORM OF LEGAL OPINION OF BOND COUNSEL" fairly

summarizes the information that it purports to

summarize. Otherwise, we have not undertaken to

determine independently the accuracy, completeness or

fairness of the information contained in the Official

Statement, and the knowledge available to us is such
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that we are unable to assume, and do no assume, any

responsibility for the accuracy, completeness, or

fairness of such information. 

8. It is not necessary in connection with the

issuance and sale of the Bonds to the public to

register the Bonds or the Standby Contribution

Agreement under the Securities Act of 1933, as amended, 

or to qualify the Resolution or Indenture under the

Trust Indenture Act of 1939, as amended. 

Our opinions expressed in paragraph 5 hereof are

qualified to the extent that the enforceability of the Issuer

Documents is dependent upon the due authorization, execution and

delivery of ( and authority to perform lawfully) the Issuer

Documents by the other party or parties thereto and to the extent

that the enforceability of the Issuer Documents may be limited by

bankruptcy, insolvency, reorganization, moratorium or other

similar laws affecting creditors' rights and the exercise of

judicial discretion in accordance with general principles of

equity, including possible refusal by a particular court to grant
certain equitable remedies such as specific performance with

respect to the enforcement of any provision of such documents. We

express no opinion as to the enforceability of any provisions of

the Issuer Documents ( i) restricting access to legal or equitable

remedies, ( ii) purporting to establish evidentiary standards or

waiving or otherwise affecting any rights to notice, demand or

exhaustion of collateral, ( iii) relating to self- help, 
subrogation, indemnification, delay or omission to enforce rights

or remedies, severability or marshalling of assets, or ( iv) 

purporting to grant to the owners of the Bonds or to any party to

the Issuer Documents ( other than the Issuer) any rights or

remedies not specifically set forth therein. 

This opinion may be relied upon only by you and by

persons to whom we grant written permission to do so. 

Respectfully submitted, 

4AYA4,w , nawio, 
LLQ
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SQUIRE:: 
PATTON BOGGS

December 6, 2016

Hilltop Securities Inc. 

2398 E. Camelback Road, Suite 340

Phoenix, AZ 85016

Ladies and Gentlemen: 

Squire Patton Boggs (US) LLP

1 E. Washington St., Suite 2700

Phoenix, Arizona 85004

0 + 1 602 528 4000

F + 1 602 253 8129

squ irepattonboggs.com

We have acted as counsel to you ( the " Underwriter") in connection with your purchase

from Quail Creek Community Facilities District ( the " Issuer") of its $ 9,940,000 General

Obligation Refunding Bonds, Series 2016 ( the " Bonds"), dated as of the date of this letter, 

pursuant to the Bond Purchase Agreement, dated November 17, 2016 ( the " Purchase

Agreement"), between you and the Issuer. This letter is provided pursuant to Section 6( i)( 7) of

the Purchase Agreement in connection with your purchase of the Bonds. Capitalized terms not

otherwise defined in this letter are used as defined in the Purchase Agreement. 

In our capacity as counsel to the Underwriter, we have reviewed: ( a) the Preliminary

Official Statement, dated October 26, 2016 ( the " Preliminary Official Statement") and the

Official Statement, dated November 17, 2016 ( the " Final Official Statement" and together with

the Preliminary Official Statement, the "Official Statement"), each relating to the Bonds; ( b) the

Bond Resolution; ( c) executed counterparts of the Purchase Agreement; and ( d) such other

proceedings, documents, matters and law as we deem necessary to provide this letter in

accordance with the terms of our engagement. In accordance with the terms of our

engagement, we have not reviewed any minutes of the meetings of the Issuer or the Town of
Sahuarita, Arizona (the "Town") other than those included in the transcript of proceedings for the

Bonds. 

In providing this letter we assume, without independent verification, and rely upon ( i) the

accuracy of the factual matters represented, warranted or certified in the proceedings and
documents we have examined, ( ii) the due and legal authorization, execution and delivery of

those documents by, and the valid, binding and enforceable nature of those documents upon, 
the parties thereto and ( iii) the correctness of the legal conclusions contained in all legal opinion

letters of other counsel delivered in connection with this matter. 

Based upon the foregoing and subject to the limitations contained in this letter, we are of

the opinion that, under existing law, the Bonds are exempt from registration under the Securities
Act of 1933, as amended, and the Bond Resolution is exempt from qualification under the Trust

Indenture Act of 1939, as amended. 

In accordance with the terms of our engagement, we have provided certain legal advice

and assistance to the Underwriter in connection with the Underwriter's responsibilities with

respect to the Official Statement. We have not been engaged to pass upon, and we do not

assume any responsibility for and have not independently verified, the accuracy, completeness

46 Offices in 21 Countries

Squire Patton Boggs ( US) LLP is part of the international legal practice Squire Patton Boggs, which operates worldwide through a number of separate

legal entities. 

Please visit squirepattonboggs.com for more information. 

010- 8285-3376/ 1
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or fairness of any of the statements contained in the Official Statement. As part of our

engagement, however, certain of our lawyers participated in telephone conferences with your

representatives, representatives of the Issuer, the Town, Robson Ranch Quail Creek, LLC, 

financial consultants to the Town and the Issuer, Maguire, Pearce & Storey, PLLC., as counsel

to Robson Ranch Quail Creek, LLC, Greenberg Traurig, LLP, as Bond Counsel, and others, 

during which telephone conferences the contents of the Official Statement and related matters
were discussed. In reliance on those discussions and the proceedings, documents, matters and

assumptions described above and subject to the qualifications set forth herein, we advise you

that, during the course of our engagement on this matter, no facts came to the attention of the

lawyers in our firm responsible for this matter that cause us to believe that the information and

statements in the Preliminary Official Statement ( except for any information listed in the

following sentence, as to which we express no view) and the Final Official Statement ( except for

any information listed in the following sentence, as to which we express no view), as of its date

and as of this date, contained or contains any untrue statement of a material fact or omitted or

omits to state any material fact necessary to make the statements therein, in light of the

circumstances under which they were made, not misleading. We express no view as to: ( a) the

information under the caption " TAX MATTERS," in the Official Statement; ( b) any financial, 

technical, statistical or demographic data or forecasts included or incorporated by reference in
the Official Statement or the Appendices thereto; ( c) any information about the book -entry

system and The Depository Trust Company; ( d) the information in Appendices B, and C; and ( e) 

any information regarding the Insurer or the Policy. 

We also have rendered legal advice and assistance to you as to the requirements of

Rule 15c2- 12 prescribed under the Securities Exchange Act of 1934, as amended ( the " Rule"), 

in connection with your review, for purposes of the Rule, of the Continuing Disclosure

Undertaking, dated as of the date of this letter ( the " Continuing Disclosure Undertaking"). 

Based upon our examination of the items referenced in this letter, including the Continuing

Disclosure Undertaking and the Rule, and subject to the limitations expressed above, we are of

the opinion that, under existing law, the Continuing Disclosure Undertaking satisfies paragraph

b)( 5)( i) of the Rule, which requires an undertaking for the benefit of the holders, including
beneficial owners, of the Bonds to provide certain annual financial information and event notices

at the time and in the manner required by the Rule. For purposes of rendering the foregoing

opinion, we have relied upon the legal conclusions of Greenberg Traurig, LLP, as Bond Counsel, 

as to the validity and enforceability against the Issuer of the Continuing Disclosure Undertaking. 

Reference in this letter to " the lawyers in our firm responsible for this matter" includes

only those lawyers now with this firm who rendered legal services in connection with this matter. 

This letter is delivered to you for your benefit in connection with the original issuance of the

Bonds and may not be relied upon for any other purpose or by any other person, including the
holders, owners or beneficial owners of the Bonds. The opinions and advice set forth in this

letter are stated only as of this date, and no other opinion or statements shall be implied or

inferred as a result of anything contained in or omitted from this letter. Our engagement with

respect to this matter has concluded on this date. 

Respectfully submitted, 

010- 8285- 3376
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Hilltop Securities Inc. 

2398 E. Camelback Road, Suite 340

Phoenix, AZ 85016

Quail Creek Community Facilities District

c/ o Town of Sahuarita, Arizona

375 W. Sahuarita Center Way

Sahuarita, Arizona 85629

Assured Guaranty Municipal Corp. 
New York, New York

Re: $ 9,940,000 Quail Creek Community Facilities District ( Sahuarita, Arizona) 

General Obligation Refunding Bonds, Series 2016 (the " Bonds") 

We have acted as counsel to Robson Ranch Quail Creek, LLC, a Delaware limited liability

company (hereinafter referred to as the " Developer"), in connection with the transactions provided

for by the documents referred to herein, including the issuance and sale of the Bonds, sold pursuant
to a Bond Purchase Agreement, dated November 17, 2016 ( hereinafter referred to as the " Bond

Purchase Agreement"), by and between Hilltop Securities Inc. ( hereinafter referred to as the

Purchaser") and Quail Creek Community Facilities District ( hereinafter referred to as the
District"). Any capitalized term used and not defined herein shall have the meaning assigned to

it in the Bond Purchase Agreement. 

For purposes of this opinion, we have examined the following documents and instruments: 

1. The District Development, Financing Participation and Intergovernmental

Agreement ( Quail Creek Community Facilities District), dated September 1, 2005

and recorded December 20, 2005, at Sequence No. 20052450633, official records of

Pima County, Arizona, ( hereinafter referred to as the " Development Agreement"), 

executed by the Town of Sahuarita, Arizona, the District and the Developer; 

2. The First Amendment to District Development, Financing Participation and

Intergovernmental Agreement (Quail Creek Community Facilities District), dated

December 1, 2016, to be recorded in the official records of Pima County, Arizona
hereinafter referred to as the " First Amendment"), executed by the District and the

Developer; 

2999 North 441h Street I Suite 650 1 Phoenix, Arizona 85018

www.azlandandwater.com I Main Line: 602- 277- 2195 1 Fax: 602- 277- 2199
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Official Statement, dated November 17, 2016 (hereinafter referred to as the " Official

Statement"), executed by the District; 

4. The executed Series 2016 Standby Contribution Agreement, dated as ofDecember 1, 

2016, by and among the District, U.S. Bank National Association, as trustee

hereinafter referred to as the " Trustee") and the Developer (hereinafter referred to

as the " Standby Contribution Agreement"); 

The executed Series 2016 Continuing Disclosure Undertaking, dated as ofDecember

6, 2016, by the Developer (hereinafter referred to as the " Undertaking"); 

6. The executed Indemnity Letter, dated as ofNovember 17, 2016, by the Developer to

the Purchaser and the District (hereinafter referred to as the " Indemnity Letter"); 

7. The executed Closing Certificate of the Developer, dated December 6, 2016; 

Certificate of Steven M. Soriano, the Vice President and Assistant Secretary of

Arlington Property Management Company, an Arizona corporation (" Arlington"), 

the Manager of the Developer (hereinafter referred to as the " Developer Certificate"); 

9. Certificate of Formation of the Developer, dated June 23, 1999, as filed with the

Delaware Secretary of State on June 23, 1999, in File No. 3060780, and Application

for Registration of a Foreign Limited Liability Company for the Developer, dated

July 27, 1999, and filed with the Arizona Corporation Commission on July 27, 1999, 

in File No. R-0882973- 8; 

10. Operating Agreement of the Developer, dated June 23, 1999, as amended by

Assignment of Membership Interest and First Amendment to Operating Agreement

of the Developer, dated January 1, 2001, by Assignment of Membership Interest and

Second Amendment to Operating Agreement of the Developer, dated July 1, 2004, 

and by Third Amendment to the Operating Agreement of the Developer, dated

September 25, 2007; 

11. Certificate of Good Standing of the Developer, issued by the Delaware Secretary of
State on November 29, 2016; 

12. Certificate of Good Standing of the Developer, issued by the Arizona Corporation

Commission on November 29, 2016; 

13. Limited Liability Company Authorization of the Developer, dated December 6, 

2016, authorizing this transaction; 

MAGUIRE, PEARCE 8. STOREY

PLLC



Hilltop Securities Inc. 

Quail Creek Community Facilities District

Assured Guaranty Municipal Corp. 
December 6, 2016

Page 3

14. Articles of Incorporation of Arlington, dated June 13, 1994, and filed with the

Arizona Corporation Commission on June 14, 1994, in File No. 0720154- 3; 

15. Bylaws of Arlington, adopted on June 15, 1994; 

16. Joint Consent to Resolutions of the Board of Directors and the Sole Shareholder of

Arlington Property Management Company in Lieu of Annual Meeting, dated

September 17, 2015, naming the current officers and current members of the Board

of Directors of Arlington; 

17. Written Consent of the Sole Director and the Sole Shareholder of Arlington, dated

December 6, 2016, authorizing this transaction; 

18. Certificate of Incumbency of Arlington, dated December 6, 2016; and

19. Such other documents and instruments as we have considered necessary or
appropriate for the purposes of this opinion. 

In addition, we have received such other information from representatives of the Developer as we

have deemed necessary for the purposes of this opinion ( hereinafter referred to, collectively, as

due inquiry"). The First Amendment, Official Statement, Standby Contribution Agreement, 

Undertaking, and Indemnity Letter are hereinafter collectively referred to as the " Bond

Documents." The documents listed in paragraphs 7 through 19 above are hereinafter collectively
referred to as the " Developer Documents." Whenever any portion of this opinion is limited to the

existence or absence of fact based upon our knowledge, it is limited to our actual knowledge of

the existence or absence of such fact after due inquiry. 

In rendering the following opinions, we have assumed: 

a) The genuineness of all signatures to the Bond Documents

and the Developer Documents ( except for the signatures of the Developer on the

Bond Documents) and the legal capacity of each natural person executing any of
the Bond Documents or the Developer Documents; 

b) The authenticity and completeness of the documents

submitted as originals and the conformity to originals of documents submitted as
copies; 

c) The due authorization, execution, acknowledgment where

necessary, and delivery, and the validity and binding effect, of the Bond Documents
with regard to the parties to those agreements other than the Developer; 

MAGUIRE, PEARCE & STOREY
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d) The Bond Documents accurately describe and contain the

agreement and mutual understanding ofthe parties thereto and that there are no oral

or written statements or agreements that modify, amend or vary, or purport to

modify, amend or vary, any of the terms of the Bond Documents; 

e) That all parties to the Bond Documents will enforce their

respective rights thereunder in circumstances and in a manner which is

commercially reasonable and in accordance with applicable law; and

f) That, with respect to the enforceability of the Bond

Documents by a court of another jurisdiction, such court would apply Arizona law

except for applicable Delaware limited liability company law), and would

determine that the application of Arizona substantive law is not contrary to a

fundamental policy of the law of such other jurisdiction. 

Based on the foregoing, and subject to the limitations, qualifications and assumptions set
forth herein, it is our opinion that: 

1. The Developer is a limited liability company, duly organized and existing under the
laws of the State of Delaware, and is qualified to do business in the State of Arizona. 

2. The Developer has the requisite limited liability company power and authority under
the laws of the State of Delaware: ( i) to execute and deliver the Bond Documents, and carry out

the terms and conditions applicable to it under, and consummate all transactions contemplated by, 
the Bond Documents; and ( ii) to own and operate its properties and assets as described in the

Official Statement and ( iii) to carry out its business as such business is currently being conducted
as described in the Official Statement. 

3. The execution, delivery and performance of the Bond Documents by the Developer and

the carrying out, giving effect to and consummation of the transactions contemplated thereby have

been duly authorized by all necessary limited liability company and corporate action on the part

of the Developer and its Manager, and the Bond Documents have been duly executed and delivered
by the Developer. 

4. The Bond Documents are in full force and effect as of the date hereof and constitute

legal, valid and binding obligations of the Developer, enforceable in accordance with their terms. 

5. The execution and delivery of the Bond Documents by the Developer, and the
performance of its obligations thereunder, do not and will not conflict with or result in a violation

of, or a default pursuant to, the Developer Documents. 

6. The execution and delivery of the Bond Documents by the Developer will not conflict

with or result in a violation of (i) any contract, indenture, instrument or other agreement of which

MAGUIRE, PEARCE & STOREY
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we have knowledge and to which the Developer is a party or by which it or its properties are bound, 

or (ii) the laws of the State of Arizona or any court order by which the Developer or its properties
are bound. 

7. To our knowledge no consent, approval, authorization, or other action by, or filing with, 

any federal, State or local governmental authority is required in connection with the execution and

delivery by the Developer of the Bond Documents, or consummation of the transaction

contemplated thereby and, to our knowledge, the Developer has obtained all consents, approvals

and authorizations, and has made all filings, required by applicable federal, state and/or local
governmental authorities in order to own and operate its properties and assets as described in the

Official Statement and to carry out its business as such business is currently being conducted as
described in the Official Statement. 

8. To our knowledge the Developer is not in violation of any provision of, or in default

under, its organizational documents or any other agreement or instrument, the violation of which

or default under which would materially and adversely affect the execution, delivery and/or
performance of the agreements and obligations of the Developer under the Bond Documents. 

9. To our knowledge there are no legal or governmental actions, proceedings, inquiries or

investigations pending or overtly threatened by any governmental authorities or to which the

Developer is a party or of which any property of the Developer is subject, which would materially

and adversely affect ( i) the execution, delivery and/or performance of the agreements and

obligations of the Developer under the Bond Documents, or ( ii) the financial condition or

operations of the Developer as described in the Official Statement. 

10. To our knowledge the information contained in the Official Statement under the

headings " THE PUBLIC INFRASTRUCTURE," " LAND DEVELOPMENT BY THE

DEVELOPER," and " LITIGATION — The Developer" does not contain any untrue statement of

material fact or omit to state any material fact necessary in order to make the statements made

therein, in light of the circumstances under which such statements were made, not misleading. In
connection with our participation with the Official Statement, we have not undertaken to

independently determine the accuracy, completeness or fairness of the statements contained
therein, except as and to the extent provided in this paragraph, and the knowledge available to us

is such that we are unable to assume, and do not assume, any responsibility for the accuracy, 
completeness or fairness of such information. However, on the basis of such participation, we

have acquired no knowledge that the information contained in the Official Statement ( except for

the financial information and notes thereto and the schedules and other financial or statistical data

included therein or in any appendix thereto, as to which we express no opinion) contains any untrue

statement of a material fact or omits to state any material fact necessary in order to make the

statements made therein, in light of the circumstances under which they were made, not
misleading. 

MAGUIRE, PPARCE &. STOREY
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The opinions set forth above are subject to the following qualifications and limitations: ( i) 

enforceability of the Bond Documents may be limited by bankruptcy, insolvency, fraudulent
transfer or conveyance, reorganization, moratorium, arrangement or laws or court decisions

affecting the enforcement of creditors' rights generally; ( ii) enforceability of the Bond Documents

is subject to general principles of equity, whether remedies are sought in equity or at law; ( iii) 

enforceability of the Bond Documents is further subject to the qualification that certain waivers, 

procedures, remedies, indemnities and other provisions thereof may be unenforceable under or

limited by Arizona law; however, such law does not, in our opinion, substantially prevent the

practical realization of the benefits intended by the Bond Documents (except that the principles of

guaranty and suretyship may present the practical realization of the benefits intended by indemnity
and guarantee provisions in the Bond Documents); ( iv) we are expressing no opinion as to the

enforceability of any indemnity provision with respect to any claims or other matters that result

from the negligence or misconduct of any indemnitee or the failure of any indemnitee to act in a
commercially reasonable manner; ( v) we are expressing no opinion as to the compliance of the

Bond Documents or the offer and sale of the Bonds with any securities law or regulation; (vi) with

the sole exception of those matters addressed in our opinion to our knowledge, we are expressing

no opinion as to any federal or state securities laws, any environmental or health or safety laws, 

rules or regulations, or any county or municipal ordinances; and ( vii) the term " knowledge" as

used herein means solely the knowledge of attorneys in this firm who have performed services in

respect of the transactions provided for by the documents referred to herein, including knowledge

ascertained from our due inquiry including review of the Bond Documents, the Developer

Documents, including the Developer Certificate, as well as the results of third -party searches of

the records of the Arizona Federal District Court and the Pima County Superior Court concerning
the Developer. 

We are qualified to practice law only in the State of Arizona and, except for applicable

Delaware limited liability company law, we do not purport to express any opinion herein

concerning any law other than the laws of the State of Arizona. With respect to the laws of the

State of Arizona, our opinions are as to what the law is or might reasonably be expected to be at

the date hereof, and we assume no obligation to revise or supplement this opinion due to any
change in the law by legislative action, judicial decision or otherwise. Any opinion as to the

enforceability of any document is limited to enforceability as between the original parties thereto. 

We do not render any opinion with respect to any matters other than those expressly set forth
above. 

This opinion is being furnished to you solely for your benefit and only with respect to the

Bonds. Accordingly, it may not be relied upon or quoted to any person or entity without, in each
instance, our prior written consent. 

Respectfully submitted, 

MAGUIRE, PEARCE c& STOREY

iPLLC
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A\SSUREn
GUAJIM ° 

MUNICIPAL

December 6, 2016

Municioal Bond Insurance Policy No. 217939-N With Respectto
9,940,000 In Aggregate Principal Amount of

Quail Creek -Community Facilities District (Sahuarita, Arizona] 

General Obligation Refunding Bonds, Series 2016

Ladies and Gentlemen: 

I am Counsel of Assured Guaranty Municipal Corp., a New York stock insurance company (" AGM"). You

have requested my opinion in such capacity as to the matters set forth below in connection with the issuance by AGM

of its above -referenced policy ( the " Policy"). In that regard, and for purposes of this opinion, I have examined such

corporate records, documents and proceedings as I have deemed necessary and appropriate. 

Based upon the foregoing, I am of the opinion that: 

1. AGM is a stock insurance company duly organized and validly existing under the laws of the

State of New York and authorized to transact financial guaranty insurance business therein. 

2. The Policy has been duly authorized, executed and delivered by AGM. 

3. The Policy constitutes the valid and binding obligation of AGM, enforceable in accordance with

its terms, subject, as to the enforcement of remedies, to bankruptcy, insolvency, 

reorganization, rehabilitation, moratorium and other similar laws affecting the enforceability of

creditors' rights generally applicable in the event of the bankruptcy or insolvency of AGM and

to the application of general principles of equity. 

In addition, please be advised that I have reviewed the description of the Policy under the caption " BOND

INSURANCE — Bond Insurance Policy" in the official statement relating to the above -referenced Bonds dated

November 17, 2016 ( the " Official Statement"). There has not come to my attention any information which would

cause me to believe that the description of the Policy referred to above, as of the date of the Official Statement or as

of the date of this opinion, contains any untrue statement of a material fact or omits to state a material fact necessary

to make the statements therein, in the light of the circumstances under which they were made, not misleading. 

Please be advised that I express no opinion with respect to any information contained in, or omitted from, the caption

BOND INSURANCE — Assured Guaranty Municipal Corp.". 

I am a member of the Bar of the State of New York, and do not express any opinion as to any law other than

the laws of the State of New York. 

V ry tr ly your

unset I' 
Quail Creek Community Facilities District, 

375 W. Sahuarita Center Way, 
Sahuarita, Arizona 85629. 

FirstSouthwest, a Division of Hilltop Securities Inc., 
2398 E. Camelback Road, Suite 340, 

Phoneix, Arizona 85016. 

Assured Guaranty Municipal Corp. 

1633 Broadway i main 1 212 974 0100 info@assuredguaranty com www assuredguaranty com

New York, NY 10019 fax 1 212 688 3101



ITEM 18

ISSUER REQUEST TO AUTHENTICATE AND DELIVER

THE BONDS

9, 940, 000

QUAIL CREEK COMMUNITY FACILITIES DISTRICT

SAHUARITA, ARIZONA) 

GENERAL OBLIGATION REFUNDING BONDS, 

SERIES 2016

TO: U. S. Bank National Association, as Trustee

There are handed to you herewith, duly executed on behalf

of Quail Creek Community Facilities District ( the " Issuer"), Quail

Creek Community Facilities District ( Sahuarita, Arizona) General

Obligation Refunding Bonds, Series 2016 in the aggregate principal

amount of $9, 940, 000, dated the date hereof, issuable under the Series

2016 Indenture of Trust and Security Agreement, dated as of December

1, 2016 ( the " Indenture"), from the Issuer to you.  The Bonds bear

interest and mature as follows: 

Maturity Date

July 15)   

Principal

Amount Due

Interest

Rate

2017 $ 150, 000 2. 000%

2018 365, 000 2. 000

2019 670, 000 2. 000

2020 685, 000 3. 000

2021 705, 000 3. 000

2022 725, 000 3. 000

2023 745, 000 3. 000

2024 770, 000 3. 000

2025 795, 000 3. 000

2026 815, 000 3. 000

2027 840, 000 3. 000

2028 865, 000 3. 000

2029 890, 000 3. 125

2030 920, 000 3. 250

Pursuant to the Section 3. 03( B) of the above- mentioned

Indenture, the Issuer HEREBY REQUESTS that you authenticate the Bonds

by manually affixed signatures and deliver them through the facilities

of The Depository Trust Company for the credit of Hilltop Securities

Inc., the underwriter of the Bonds ( the " Underwriter"), upon payment

by the Underwriter of $9, 804, 070. 23 being the principal amount of the

Bonds, plus net original issue premium with respect to the Bonds of

57, 693. 65 less underwriting compensation of $ 47, 634. 74 and the

premium for the insurance policy with respect to the Bonds of

145, 988. 68. 

You are hereby instructed to apply the above- described

amounts as provided in the Indenture. 





ITEM 19

RECEIPT OF THE TRUSTEE

9, 940, 000

QUAIL CREEK COMMUNITY FACILITIES DISTRICT

SAHUARITA, ARIZONA) 

GENERAL OBLIGATION REFUNDING BONDS, 

SERIES 2016

The undersigned, does HEREBY ACKNOWLEDGE for and on behalf

of the Trustee with respect to the hereinafter described Indenture as

follows: 

1. That $ 9, 940, 000 principal amount of Quail Creek Commu-

nity Facilities District ( Sahuarita, Arizona) General Obligation

Refunding Bonds, Series 2016 ( the " Bonds"), maturing on the dates, in

the principal amounts and bearing interest from the date hereof

payable semiannually on January 15 and July 15 in each year, 

commencing July 15, 2017), at the rates as follows: 

Maturity Date

July 15)   

Principal

Amount Due

Interest

Rate

2017 $ 150, 000 2. 000%

2018 365, 000 2. 000

2019 670, 000 2. 000

2020 685, 000 3. 000

2021 705, 000 3. 000

2022 725, 000 3. 000

2023 745, 000 3. 000

2024 770, 000 3. 000

2025 795, 000 3. 000

2026 815, 000 3. 000

2027 840, 000 3. 000

2028 865, 000 3. 000

2029 890, 000 3. 125

2030 920, 000 3. 250

have this day been delivered upon the order of Hilltop Securities Inc. 

upon payment to the Trustee of the purchase price as follows: 

Principal Amount $ 9, 940, 000. 00

Net Original Issue Premium 57, 693. 65

Underwriter' s Compensation ( 47, 634. 74)

Bond Insurance Premium ( 145, 988. 68)

Bond Insurer' s Credit Rating Fee   ( 6, 270. 00) 

Total Purchase Price $ 9, 797, 800. 23
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2. That pursuant to the provisions of Section 5. 05 of the

Series 2016 Indenture of Trust And Security Agreement, dated as of

December 1, 2016, from Quail Creek Community Facilities District ( the

District") to the Trustee, such proceeds of the sale of the Bonds

have been applied by ( i) transferring $9, 503, 857. 58 of the proceeds to

Wells Fargo Bank, N. A. ( the " 2006 Trustee") for deposit to the

General Obligation Bonds Series 2006 Bond Fund" held by the 2006

Trustee pursuant to the Series 2006 Indenture of Trust and Security

Agreement, dated as of June 1, 2006, and ( ii) depositing $ 293, 942. 65

of the proceeds of the sale of the Bonds in the Costs of Issuance

Fund. 

Signature page follows.] 





ITEM 20

RECEIPT OF THE UNDERWRITER

9, 940, 000

QUAIL CREEK COMMUNITY FACILITIES DISTRICT

SAHUARITA, ARIZONA) 

GENERAL OBLIGATION REFUNDING BONDS, 

SERIES 2016

The undersigned does HEREBY ACKNOWLEDGE for and on behalf

of Hilltop Securities Inc., the underwriter of the hereinafter

described Bonds, receipt from U. S. Bank National Association, as

trustee ( the " Trustee"), of $ 9, 940, 000 principal amount of Quail Creek

Community Facilities District ( Sahuarita, Arizona) General Obligation

Refunding Bonds, Series 2016 ( the " Bonds"), issued under the Series

2016 Indenture of Trust and Security Agreement, dated as of December

1, 2016, from Quail Creek Community Facilities District to the

Trustee, securing the Bonds. 

DATED: December 6, 2016

Painted Name : C-xcjv ........ 

Title: ..... l!! Cc— !?,
dl

ry .............. 

Hilltop Securities Inc. 



ITEM 21

RECEIPT OF THE DEPOSITORY

9, 940, 000

QUAIL CREEK COMMUNITY FACILITIES DISTRICT

SAHUARITA, ARIZONA) 

GENERAL OBLIGATION REFUNDING BONDS, 

SERIES 2016

The undersigned does HEREBY ACKNOWLEDGE for and on behalf

of the " Depository" with respect to the hereinafter described Series

2016 Depository Agreement that the " Initial Letter of Credit" is being

held pursuant to the terms of the Series 2016 Depository Agreement, 

dated as of December 1, 2016, by and between Quail Creek Community

Facilities District and the Depository. 

DATED: December 6, 2016

Printed Name: ... Keith Hensefen .......... 

Vice President
Title: ............................... 

U. S. Bank National Association, as

Depository



ITEM 22

ISSUER REQUEST FOR PAYMENT

OF

COSTS OF ISSUANCE

QUAIL CREEK COMMUNITY FACILITIES DISTRICT

SAHUARITA, ARIZONA) 

GENERAL OBLIGATION REFUNDING BONDS, 

SERIES 2016

Pursuant to Section 5. 04 of the Series 2016 Indenture of

Trust and Security Agreement, dated as of December 1, 2016 ( the

Indenture"), from Quail Creek Community Facilities District to U. S. 

Bank National Association, as trustee ( the " Trustee"), the Trustee is

hereby requested to disburse from the Costs of Issuance Fund

established in the Indenture to the persons named on the Exhibit

hereto the respective amounts set forth thereon in payment of Costs of

Issuance ( as such term is defined in the Indenture), which amounts are

for Costs of Issuance properly chargeable to the Costs of Issuance

Fund. 

Dated:  xxxxxxxxxxxxxxxxxx

QUAIL CREEK COMMUNITY FACILITIES

DISTRICT

By xxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxx   ..................................... 

Kelly Udall, District Manager
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EXHIBIT

COSTS OF ISSUANCE

QUAIL CREEK COMMUNITY FACILITIES DISTRICT

SAHUARITA, ARIZONA) 

GENERAL OBLIGATION REFUNDING BONDS, 

SERIES 2016

Payee Purpose Amount







Form 8038-G
Rev. September 2011) 

Department of the Treasury

Internal Revenue Service

Information Return for Tax-Exempt Governmental Obligations
Under Internal Revenue Code section 149(e) 

See separate Instructions. 

Caution:  If the issue price is under $100,000, use Form 8038-GC. 

OMB No. 1545-0720

Part I Reporting Authority If Amended Return, check here

1 Issuer's name

Quail Creek Community Facilities District

2 Issuer's employer identification number (EIN) 

32 0174730

3a Name of person (other than issuer) with whom the IRS may communicate about this return (see instructions) 3b Telephone number of other person shown on 3a

4 Number and street (or P.O. box if mail is not delivered to street address) 

375 W. Sahuarita Center Way

Room/suite 4 Report number (For IRS Use Only) 

3 ||
6 Town, town, or post office, state, and ZIP code

Sahuarita, Arizona 85629

7 Date of issue

12/06/2016

8 Name of issue

General Obligation Refunding Bonds, Series 2016

9 CUSIP number

74732C AT0

10a Name and title of officer or other employee of the issuer whom the IRS may call for more information (see

instructions) 

Mr. Kelly Udall, District Manager

10b Telephone number of officer or other

employee shown on 19a

520) 399-3330

Part II Type of Issue (enter the issue price)  See instructions and attach schedule. 

11 Education .    .    .    .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   . 11

12 Health and hospital .    .    .    .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   . 12

13 Transportation .    .    .    .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   . 13

14 Public safety .    .    .    .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   . 14

15 Environment (including sewage bonds) .    .    .    .    .    .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   . 15

16 Housing .    .    .    .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   . 16

17 Utilities .    .    .    .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   . 17

18 Other. Describe Public infrastructure 18 $ 9,997,693 65

19 If obligations are TANs or RANs, check only box 19a .    .    .   .   .   .   .   .   .   .   .   .   .   .   .   .    

If obligations are BANs, check only box 19b .    .    .    .    .    .    .    .    .    .    .    .    .    .    .    .    

20 If obligations are in the form of a lease or installment sale, check box .    .    .    .    .    .    .    .    

Part III Description of Obligations.  Complete for the entire issue for which this form is being filed. 

a) Final maturity date ( b) Issue price (
c) Stated redemption

price at maturity

d) Weighted

average maturity (
e) Yield

21 07/15/2030   $ 9,997,693.65   $ 9,940,000.00 8.0236 years 3.1476% 

Part IV Uses of Proceeds of Bond Issue (including underwriters' discount) 

22 Proceeds used for accrued interest .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   .   . 22 $                 0 00

23 Issue price of entire issue (enter amount from line 21, column (b)) .   .   .   .   .   .   .   .   .   .   . 23 9,997,693 65

24 Proceeds used for bond issuance costs (including underwriters' discount) . 24 347,847 39

25 Proceeds used for credit enhancement .    .    .    .    .    .    .    .    .    .    .    . 25 145,988 68

26 Proceeds allocated to reasonably required reserve or replacement fund.    .    . 26 0 00

27 Proceeds used to currently refund prior issues .    .    .    .    .    .    .    .    . 27 9,503,857 58

28 Proceeds used to advance refund prior issues.    .    .    .    .    .    .    .    .    . 28 0 00

29 Total (add lines 24 through 28) .    .    .    .    .    .    .    .    .    .    .    .    .    .    .    .    .    .    .    .    .    .    . 29 9,997,693 65

30 Nonrefunding proceeds of the issue (subtract line 29 from line 23 and enter amount here) .    .    .    . 30 $                 0 00

Part V Description of Refunded Bonds Complete this part only for refunding bonds. 

31 Enter the remaining weighted average maturity of the bonds to be currently refunded .    .    .    .    . 7.9810 years

32 Enter the remaining weighted average maturity of the bonds to be advance refunded .    .    .    .    . N/A years

33 Enter the last date on which the refunded bonds will be called (MM/DD/YYYY) .    .    .    .    .    .    . 01/10/2017

34 Enter the date(s) the refunded bonds were issued   ( MM/DD/YYYY) 06/21/2006

For Privacy Act and Paperwork Reduction Act Notice, see separate instructions. Cat. No. 63773S Form 8038-G (Rev. 9-2011) 





















The Depository Trust Company
A subsidiary of The Depository Trust & Clearing Corporation

BLANKET ISSUER LETTER OF REPRESENTATIONS

To be Completed by Issuer] 

Quail Creek Community Facilities District

Name of Issuer] 

June 21, 2006

Date] 

For Municipal Issues: 

Underwriting Department—Eligibility; 50th Floor] 
For Corporate Issues: 

General Counsel's Office; 49th Floor] 

The Depository Trust Company
55 Water Street

New York, NY 10041- 0099

Ladies and Gentlemen: 

This letter sets forth our understanding with respect to all issues ( the " Securities") that Issuer

shall request be made eligible for deposit by The Depository Trust Company ("DTC"). 

To induce DTC to accept the Securities as eligible for deposit at DTC, and to act in accordance

with DTC's Rules with respect to the Securities, Issuer represents to DTC that Issuer will comply

with the requirements stated in DTC's Operational Arrangements, as they may be amended from

time to time. 

Note: 

Schedule A contains statements that DTC believes accu- 

rately describe DTC, the method of effecting book -entry
transfers of securities distributed through DTC, and cer- 

tain related matters. 

Received and Accepted: 

TH a P /' RY TRUST'  MPANY

40
DTCC

The Depository Trust & 

Clearing Corporation

Very truly yours, 

QUAIL CREEK COMMUNITY FACILITIES DISTRICT

Issuer) -/ 

By: -
0( LAG .•.. — 

Authorized Officer's Signature) 

James Stahle, District Manager

Print Name) 

725 Rio Rancho Sahuarita

Street Address) 

Sahuarita, Arizona 85629

City) (State) (Country) ( Zip Code) 

520 ) 648- 1972

Phone Number) 

E- mail Address) 

2/02] 



SCHEDULE A

To Blanket Issuer Letter of Representations) 

SAMPLE OFFERING DOCUMENT LANGUAGE

DESCRIBING BOOK -ENTRY -ONLY ISSUANCE

Prepared by DTC—bracketed material may be applicable only to certain issues) 

1. The Depository Trust Company (" DTC"), New York, NY, will act as securities depository for the
securities ( the" Securities"). The Securities will be issued as fully -registered securities registered in the
name of Cede & Co. (DTC's partnership nominee) or such other name as may be requested by an author- 

ized representative of DTC. One fully -registered Security certificate will be issued for [each issue of] the
Securities, [ each] in the aggregate principal amount of such issue,and will be deposited with DTC. [ If, 

however, the aggregate principal amount of [any] issue exceeds $500 million, one certificate will be issued
with respect to each $ 500 million of principal amount, and an additional certificate will be issued with

respect to any remaining principal amount of such issue.] 

2. DTC, the world's largest depository, is a limited -purpose trust company organized under the New

York Banking Law, a "banking organization" within the meaning of the New York Banking Law, a member

of the Federal Reserve System, a " clearing corporation" within the meaning of the New York Uniform

Commercial Code, and a " clearing agency' registered pursuant to the provisions of Section 17A of the

Securities Exchange Act of 1934. DTC holds and provides asset servicing for over 2 million issues of U.S. 

and non -U.S. equity issues, corporate and municipal debt issues, and money market instruments from
over 85 countries that DTC's participants (" Direct Participants") deposit with DTC. DTC also facilitates

the post -trade settlement among Direct Participants of sales and other securities transactions in deposited

securities, through electronic computerized book -entry transfers and pledges between Direct
Participants' accounts. This eliminates the need for physical movement of securities certificates. Direct

Participants include both U.S. and non -U.S. securities brokers and dealers, banks, trust companies, clear- 

ing corporations, and certain other organizations. DTC is a wholly-owned subsidiary of The Depository
Trust & Clearing Corporation (" DTCC" ). DTCC, in turn, is owned by a number of Direct Participants of

DTC and Members of the National Securities Clearing Corporation, Government Securities Clearing

Corporation, MBS Clearing Corporation, and Emerging Markets Clearing Corporation, (NSCC, GSCC, 

MBSCC, and EMCC, also subsidiaries of DTCC), as well as by the New York Stock Exchange, Inc., the
American Stock Exchange LLC, and the National Association of Securities Dealers, Inc. Access to the

DTC system is also available to others such as both U.S. and non -U.S. securities brokers and dealers, 

banks, trust companies, and clearing corporations that clear through or maintain a custodial relationship
with a Direct Participant, either directly or indirectly ("Indirect Participants"). DTC has Standard & Poor's

highest rating: AAA. The DTC Rules applicable to its Participants are on file with the Securities and
Exchange Commission. More information about DTC can be found at www.dtcc.com. 

3. Purchases of Securities under the DTC system must be made by or through Direct Participants, 

which will receive a credit for the Securities on DTC's records. The ownership interest of each actual pur- 

chaser of each Security (" Beneficial Owner") is in turn to be recorded on the Direct and Indirect

Participants' records. Beneficial Owners will not receive written confirmation from DTC of their purchase. 

Beneficial Owners are, however, expected to receive written confirmations providing details of the transac- 
tion, as well as periodic statements of their holdings, from the Direct or Indirect Participant through which

the Beneficial Owner entered into the transaction. Transfers of ownership interests in the Securities are to

be accomplished by entries made on the books of Direct and Indirect Participants acting on behalf of

Beneficial Owners. Beneficial Owners will not receive certificates representing their ownership interests in

Securities, except in the event that use of the book -entry system for the Securities is discontinued. 

4. To facilitate subsequent transfers, all Securities deposited by Direct Participants with DTC are regis- 

tered in the name of DTGs partnership nominee, Cede & Co., or such other name as may be requested

by an authorized representative of DTC. The deposit of Securities with DTC and their registration in the
name of Cede & Co. or such other DTC nominee do not effect any change in beneficial ownership. DTC

has no knowledge of the actual Beneficial Owners of the Securities; DTC's records reflect only the identity



of the Direct Participants to whose accounts such Securities are credited, which may or may not be the

Beneficial Owners. The Direct and Indirect Participants will remain responsible for keeping account of
their holdings on behalf of their customers. 

5. Conveyance of notices and other communications by DTC to Direct Participants, by Direct

Participants to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial

Owners will be governed by arrangements among them, subject to any statutory or regulatory require- 

ments as may be in effect from time to time. [ Beneficial Owners of Securities may wish to take certain
steps to augment the transmission to them of notices of significant events with respect to the Securities, 

such as redemptions, tenders, defaults, and proposed amendments to the Security documents. For exam- 

ple, Beneficial Owners of Securities may wish to ascertain that the nominee holding the Securities for
their benefit has agreed to obtain and transmit notices to Beneficial Owners. In the alternative, Beneficial

Owners may wish to provide their names and addresses to the registrar and request that copies of notices

be provided directly to them.] 

6. Redemption notices shall be sent to DTC. If less than all of the Securities within an issue are being

redeemed, DTC's practice is to determine by lot the amount of the interest of each Direct Participant in
such issue to be redeemed.] 

7. Neither DTC nor Cede & Co. ( nor any other DTC nominee) will consent or vote with respect to

Securities unless authorized by a Direct Participant in accordance with DTC's Procedures. Under its usual

procedures, DTC mails an Omnibus Proxy to Issuer as soon as possible after the record date. The

Omnibus Proxy assigns Cede & Co.'s consenting or voting rights to those Direct Participants to whose

accounts Securities are credited on the record date (identified in a listing attached to the Omnibus Proxy). 

8. Redemption proceeds, distributions, and dividend payments on the Securities will be made to Cede

Co., or such other nominee as may be requested by an authorized representative of DTC. DTC's prac- 

tice is to credit Direct Participants' accounts upon DTC's receipt of funds and corresponding detail infor- 
mation from Issuer or Agent, on payable date in accordance with their respective holdings shown on

DTC's records. Payments by Participants to Beneficial Owners will be governed by standing instructions

and customary practices, as is the case with securities held for the accounts of customers in bearer form or

registered in "street name," and will be the responsibility of such Participant and not of DTC [nor its nom- 

inee], Agent, or Issuer, subject to any statutory or regulatory requirements as may be in effect from time to
time. Payment of redemption proceeds, distributions, and dividend payments to Cede & Co. ( or such

other nominee as may be requested by an authorized representative of DTC) is the responsibility of Issuer
or Agent, disbursement of such payments to Direct Participants will be the responsibility of DTC, and dis- 

bursement of such payments to the Beneficial Owners will be the responsibility of Direct and Indirect
Participants. 

9. A Beneficial Owner shall give notice to elect to have its Securities purchased or tendered, through

its Participant, to [Tender/Remarketing] Agent, and shall effect delivery of such Securities by causing the
Direct Participant to transfer the Participant's interest in the Securities, on DTC's records, to

Tender/Remarketing] Agent. The requirement for physical delivery of Securities in connection with an

optional tender or a mandatory purchase will be deemed satisfied when the ownership rights in the

Securities are transferred by Direct Participants on DTC's records and followed by a book -entry credit of
tendered Securities to [Tender/Remarketing] Agent's DTC account.] 

10. DTC may discontinue providing its services as depository with respect to the Securities at any time
by giving reasonable notice to Issuer or Agent. Under such circumstances, in the event that a successor

depository is not obtained, Security certificates are required to be printed and delivered. 

11. Issuer may decide to discontinue use of the system of book -entry transfers through DTC (or a suc- 

cessor securities depository). In that event, Security certificates will be printed and delivered. 

12. The information in this section concerning DTC and DTC's book -entry system has been obtaincd

from sources that Issuer believes to be reliable, but Issuer takes no responsibility for the accuracy thereof. 



Quail Creek Community Facilities District (Sahuarita, Arizona) 

General Obligation Refunding Bonds, Series 2016

November 28, 2016

Prepared by Stifel

VI. Debt Service and CUSIP Numbers

QUAIL CREEKCOMMUNITY FACILITIES DISTRICT

SAHUARITA, ARIZONA)

GENERAL OBLIGATION REFUNDING BONDS, SERIES 2016

DatedDate: December 6, 2016

Delivery Date:December 6, 2016

DEBTSERVICESCHEDULE

CUSIP No. Total Fiscal Year

74732C Date Principal Coupon Interest Debt Service Debt Service

AE3 7/15/2017 150,000$             2.000% 176,272.19$              326,272.19$               326,272.19$                

1/15/2018 143,381.25 143,381.25

AF0 7/15/2018 365,000 2.000% 143,381.25 508,381.25 651,762.50

1/15/2019 139,731.25 139,731.25

AG8 7/15/2019 670,000 2.000% 139,731.25 809,731.25 949,462.50

1/15/2020 133,031.25 133,031.25

AH6 7/15/2020 685,000 3.000% 133,031.25 818,031.25 951,062.50

1/15/2021 122,756.25 122,756.25

AJ2 7/15/2021 705,000 3.000% 122,756.25 827,756.25 950,512.50

1/15/2022 112,181.25 112,181.25

AK9 7/15/2022 725,000 3.000% 112,181.25 837,181.25 949,362.50

1/15/2023 101,306.25 101,306.25

AL7 7/15/2023 745,000 3.000% 101,306.25 846,306.25 947,612.50

1/15/2024 90,131.25 90,131.25

AM5 7/15/2024 770,000 3.000% 90,131.25 860,131.25 950,262.50

1/15/2025 78,581.25 78,581.25

AN3 7/15/2025 795,000 3.000% 78,581.25 873,581.25 952,162.50

1/15/2026 66,656.25 66,656.25

AP8 7/15/2026 815,000 3.000% 66,656.25 881,656.25 948,312.50

1/15/2027 54,431.25 54,431.25

AQ6 7/15/2027 840,000 3.000% 54,431.25 894,431.25 948,862.50

1/15/2028 41,831.25 41,831.25

AR4 7/15/2028 865,000 3.000% 41,831.25 906,831.25 948,662.50

1/15/2029 28,856.25 28,856.25

AS2 7/15/2029 890,000 3.125% 28,856.25 918,856.25 947,712.50

1/15/2030 14,950.00 14,950.00

AT0 7/15/2030 920,000 3.250% 14,950.00 934,950.00 949,900.00

TOTAL 9,940,000$        2,431,922.19$        12,371,922.19$      12,371,922.19$       

9,940,000



9,940,000

QUAIL CREEK COMMUNITY FACILITIES DISTRICT

SAHUARITA, ARIZONA) 

GENERAL OBLIGATION REFUNDING BONDS, 

SERIES 2016

CERTIFICATE OF COUNTY ASSESSOR

I, the undersigned, hereby certify that the total full cash value of all

property within Quail Creek Community Facilities District of Pima County, 

Arizona, as shown on the most recent assessment roll is $ 137,605,826*. 

DATED: November 30, 2016

PIMA COUNTY ASSESSOR

The number certified above is the total full cash value and is not used in the

property tax calculation. 









AZSTO Form 1013

Arizona State Treasurer's Office

Report of Bond and Security Issuance

Schedule 1

For each maturity date, list either the Original Issue Discount or the Premium Amount. The total of these figures should

equal the amounts listed on 10b and 10c on the form. In all cases, 10a - 10b + 10c - 10e = 10f. 

Name of Issue: Quail Creek Community Facilities District General Obligation Refunding Bonds, Series 2016

Par Amount:    $ 9,940,000 Date Closed: December 6, 2016

Maturity Date

July 1) 

Par Amount

Principal Amount) 

10a

Coupon

Rate
Yield

Original

Issue Price

Premium or

Discount

10b or 10c

2017 $ 150,000 2.000% 1.120% $ 150,796.50 $   796.50

2018 365,000 2.000 1.450 368,175.50 3,175.50

2019 670,000 2.000 1.770 673,906.10 3,906.10

2020 685,000 3.000 2.000 708,721.55 23,721.55

2021 705,000 3.000 2.210 729,259.05 24,259.05

2022 725,000 3.000 2.340 749,998.00 24,998.00

2023 745,000 3.000 2.540 765,711.00 20,711.00

2024 770,000 3.000 2.710 785,246.00 15,246.00

2025 795,000 3.000 2.860 803,419.05 8,419.05

2026 815,000 3.000 3.000 815,000.00 -- 

2027 840,000 3.000 3.150 828,693.60 ( 11,306.40) 

2028 865,000 3.000 3.250 844,205.40 ( 20,794.60) 

2029 890,000 3.125 3.350 869,521.10 ( 20,478.90) 

2030 920,000 3.250 3.400 905,040.80 ( 14,959.20) 

TOTALS $ 9,940,000 N/A N/A $ 9,997,693.65 $ 57,693.65

10e. Underwriter's Discount and/or Placement

Agent Fee, if any
47,634.74

10f.  Net Proceeds (as shown on issuance form)    $ 9,950,058.91



Arizona State Treasurer's Office

Report of Bond and Security Issuance

Schedule 2

Listing of Issuance Costs

Name of Issue: Quail Creek Community Facilities District General Obligation

Refunding Bonds, Series 2016 Date Closed: December 6, 2016

A) Underwriter's compensation - $ 47,634.74

B) Bond Counsel fees - $ 135,000.00

C) Financial advisor fees - $ 95,000.00

D) Verification agent fees - $   

E) Placement agent fees - $   

F) Investment securities brokerage fees - $   

G) Registrar fees - $   

H) Trustee fees - $ 3,000.00

I) Credit enhancement fees - $ 145,988.68

J) Rating agency fees - $ 6,270.00

K) OS printing and preparation costs - $ 20,000.00

L) Registration fees - $   

M) Transfer and recording fees - $   

N) Other – Underwriter's Counsel fees - $ 38,500.00

CDU review fee - $ 1,100.00

Miscellaneous - $ 1,342.65



Arizona State Treasurer's Office

Report of Bond and Security Issuance

Form 8038-G

Name of Issue: Quail Creek Community Facilities District General Obligation

Refunding Bonds, Series 2016 Date Closed: December 6, 2016

Attached







Arizona State Treasurer's Office

Report of Bond and Security Issuance

Final Official Statement

Name of Issue: Quail Creek Community Facilities District General Obligation

Refunding Bonds, Series 2016 Date Closed: December 6, 2016

Attached

Debt Service Schedule included) 

331730442.2-12/2/2016



SEE ITEM 8
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November 21, 2016

Assured Guaranty Municipal Corp. 

1633 Broadway - 24th Floor

New York, NY 10019

Attention: Mr. Richard Bauerfeld, Chief Surveillance Officer

Re: $9,940,000 Quail Creek Community Facilities District (Sahuarita, Arizona), General

Obligation Refunding Bonds, Series 2016, dated: Date of delivery, due: July 15, 2017-2030, 

POLICY #217939-N)  

Dear Mr. Bauerfeld:  

S& P Global Ratings has assigned an insured rating of "AA" on the above obligations, based on the

policy provided by your company. 

We may adjust the underlying rating and the capital charge as a result of changes in the financial

position of the issuer or performance of the collateral, or of amendments to the documents

governing the issue, as applicable. With respect to the letter, please notify us of any changes or

amendments over the term of the debt. 

The credit ratings and other views of S& P Global Ratings are statements of opinion and not

statements of fact. Credit ratings and other views of S& P Global Ratings are not recommendations

to purchase, hold, or sell any securities and do not comment on market price, marketability, 

investor preference or suitability of any security. While S& P Global Ratings bases its credit ratings

and other views on information provided by issuers and their agents and advisors, and other

information from sources it believes to be reliable, S& P Global Ratings does not perform an audit, 

and undertakes no duty of due diligence or independent verification, of any information it receives. 

Such information and S& P Global Ratings’ opinions should not be relied upon in making any

investment decision. S& P Global Ratings does not act as a “ fiduciary” or an investment advisor. 

S& P Global Ratings neither recommends nor will recommend how an issuer can or should achieve

a particular credit rating outcome nor provides or will provide consulting, advisory, financial or

structuring advice.  

S& P Global Ratings must receive complete documentation relating to this issue no later than 90

days after the date of this letter. S&P Global Ratings assumes that the documents you have

provided to us are final. If any subsequent changes were made in the final documents, you must

notify us of such changes by sending us the revised final documents with the changes clearly

marked. 

55 Water Street, 38th Floor

New York, NY 10041-0003

tel 212 438-2074

reference no.: 1464944
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PF Ratings U. S. ( 4/ 28/ 16) 

S& P Global Ratings is pleased to have the opportunity to provide its rating opinion. For more

information please visit our website at www.standardandpoors.com. If you have any questions, 

please contact us. Thank you for choosing S&P Global Ratings. 

Sincerely yours, 

S& P Global Ratings

a division of Standard & Poor’s Financial Services LLC

kl

enclosure

http://www.standardandpoors.com/
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S&P Global Ratings

Terms and Conditions Applicable To Public Finance Credit Ratings

General. The credit ratings and other views of S&P Global Ratings are statements of opinion and not statements of

fact. Credit ratings and other views of S&P Global Ratings are not recommendations to purchase, hold, or sell any

securities and do not comment on market price, marketability, investor preference or suitability of any security. 

While S&P Global Ratings bases its credit ratings and other views on information provided by issuers and their

agents and advisors, and other information from sources it believes to be reliable, S&P Global Ratings does not

perform an audit, and undertakes no duty of due diligence or independent verification, of any information it receives. 

Such information and S&P Global Ratings’ opinions should not be relied upon in making any investment decision. 

S&P Global Ratings does not act as a “ fiduciary” or an investment advisor. S&P Global Ratings neither recommends

nor will recommend how an issuer can or should achieve a particular credit rating outcome nor provides or will

provide consulting, advisory, financial or structuring advice. Unless otherwise indicated, the term “ issuer” means

both the issuer and the obligor if the obligor is not the issuer. 

All Credit Rating Actions in S&P Global Ratings’ Sole Discretion. S&P Global Ratings may assign, raise, lower, 

suspend, place on CreditWatch, or withdraw a credit rating, and assign or revise an Outlook, at any time, in S&P

Global Ratings’ sole discretion. S&P Global Ratings may take any of the foregoing actions notwithstanding any

request for a confidential or private credit rating or a withdrawal of a credit rating, or termination of a credit rating

engagement. S&P Global Ratings will not convert a public credit rating to a confidential or private credit rating, or a

private credit rating to a confidential credit rating. 

Publication. S&P Global Ratings reserves the right to use, publish, disseminate, or license others to use, publish or

disseminate a credit rating and any related analytical reports, including the rationale for the credit rating, unless

the issuer specifically requests in connection with the initial credit rating that the credit rating be assigned and

maintained on a confidential or private basis. If, however, a confidential or private credit rating or the existence of

a confidential or private credit rating subsequently becomes public through disclosure other than by an act of S& P

Global Ratings or its affiliates, S&P Global Ratings reserves the right to treat the credit rating as a public credit

rating, including, without limitation, publishing the credit rating and any related analytical reports. Any analytical

reports published by S& P Global Ratings are not issued by or on behalf of the issuer or at the issuer’s request. 

S& P Global Ratings reserves the right to use, publish, disseminate or license others to use, publish or disseminate

analytical reports with respect to public credit ratings that have been withdrawn, regardless of the reason for such

withdrawal. S& P Global Ratings may publish explanations of S& P Global Ratings’ credit ratings criteria from

time to time and S& P Global Ratings may modify or refine its credit ratings criteria at any time as S&P Global

Ratings deems appropriate. 

Reliance on Information. S& P Global Ratings relies on issuers and their agents and advisors for the accuracy and

completeness of the information submitted in connection with credit ratings and the surveillance of credit ratings

including, without limitation, information on material changes to information previously provided by issuers, their

agents or advisors. Credit ratings, and the maintenance of credit ratings, may be affected by S&P Global Ratings’ 

opinion of the information received from issuers, their agents or advisors.  

Confidential Information. S& P Global Ratings has established policies and procedures to maintain the

confidentiality of certain non-public information received from issuers, their agents or advisors. For these

purposes, “ Confidential Information” shall mean verbal or written information that the issuer or its agents or

advisors have provided to S&P Global Ratings and, in a specific and particularized manner, have marked or



PF Ratings U. S. ( 4/ 28/ 16) 

otherwise indicated in writing (either prior to or promptly following such disclosure) that such information is

Confidential.”  

S& P Global Ratings Not an Expert, Underwriter or Seller under Securities Laws. S&P Global Ratings has not

consented to and will not consent to being named an “ expert” or any similar designation under any applicable

securities laws or other regulatory guidance, rules or recommendations, including without limitation, Section 7 of

the U.S. Securities Act of 1933. S&P Global Ratings has not performed and will not perform the role or tasks

associated with an " underwriter" or "seller" under the United States federal securities laws or other regulatory

guidance, rules or recommendations in connection with a credit rating engagement. 

Disclaimer of Liability. S&P Global Ratings does not and cannot guarantee the accuracy, completeness, or

timeliness of the information relied on in connection with a credit rating or the results obtained from the use of

such information. S&P GLOBAL RATINGS GIVES NO EXPRESS OR IMPLIED WARRANTIES, 

INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR

A PARTICULAR PURPOSE OR USE. S&P Global Ratings, its affiliates or third party providers, or any of their

officers, directors, shareholders, employees or agents shall not be liable to any person for any inaccuracies, errors, 

or omissions, in each case regardless of cause, actions, damages ( consequential, special, indirect, incidental, 

punitive, compensatory, exemplary or otherwise), claims, liabilities, costs, expenses, legal fees or losses

including, without limitation, lost income or lost profits and opportunity costs) in any way arising out of or

relating to a credit rating or the related analytic services even if advised of the possibility of such damages or

other amounts. 

No Third Party Beneficiaries. Nothing in any credit rating engagement, or a credit rating when issued, is intended

or should be construed as creating any rights on behalf of any third parties, including, without limitation, any

recipient of a credit rating. No person is intended as a third party beneficiary of any credit rating engagement or of

a credit rating when issued. 
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EXHIBIT A

ARTICLES OF INCORPORATION

On File at Snell & Wilmer L.L.P.] 
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9,940,000

QUAIL CREEK COMMUNITY FACILITIES DISTRICT

SAHUARITA, ARIZONA) 

GENERAL OBLIGATION REFUNDING BONDS, SERIES 2016

SERIES 2016 CONTINUING DISCLOSURE UNDERTAKING

This Undertaking is executed and delivered by Robson Ranch Quail Creek, LLC, a

limited liability company duly organized and validly existing pursuant to the laws of the State of

Delaware (hereinafter referred to as the “ Developer”), acting in its own capacity, in connection

with the issuance of the captioned municipal securities ( hereinafter referred to as the

Securities”) for the benefit of the owners of the Securities, being the registered owners thereof

or any person that has the power, directly or indirectly, to vote or consent with respect to, or to

dispose of ownership of, any of the Securities (including persons holding the Securities through

nominees, depositories or other intermediaries) or is treated as the owner of any Securities for

federal income tax purposes. 

Section 1. Definitions. 

Dissemination Agent” shall mean any agent that has executed a dissemination

agency agreement with the Developer and the successors and assigns of such agent. 

EMMA” shall mean the Electronic Municipal Market Access system of the

Municipal Securities Rulemaking Board.  Information regarding submissions to EMMA is

available at http://emma.msrb.org/submission. 

Issuer” shall mean Quail Creek Community Facilities District, a community

facilities district organized and existing pursuant to the laws of the State of Arizona. 

MSRB” shall mean the Municipal Securities Rulemaking Board. 

Listed Events” shall mean any of the events listed in Section 3(a). 

Notice of Listed Event” shall mean any notice provided by the Developer

pursuant to, and as described in, Section 3. 

Report” shall mean any annual report provided by the Developer pursuant to, 

and as described in, Section 2. 

Resolution” shall mean the resolution adopted by the Board of Directors of the

District on October 24, 2016, authorizing the issuance of the Securities. 

Rule” shall mean Rule 15c2-12(b)(5) adopted by the Securities and Exchange

Commission under the Securities Exchange Act of 1934, as the same may be amended from time

to time.  
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Section 2. Contents and Provision of Reports. 

a) Annual Reports. 

i) THE DEVELOPER SHALL, OR SHALL CAUSE THE

DISSEMINATION AGENT TO, NOT LATER THAN MAY 1 OF EACH YEAR, 

COMMENCING MAY 1, 2017, PROVIDE TO THE MSRB THROUGH EMMA A

REPORT FOR THE DEVELOPER THAT IS CONSISTENT WITH THE

REQUIREMENTS OF SUBSECTION ( b) OF THIS SECTION.  THE DEVELOPER

SHALL, OR SHALL CAUSE THE DISSEMINATION AGENT TO, PROVIDE A

COPY OF SUCH REPORT TO THE ISSUER. 

ii) IF THE DEVELOPER IS UNABLE OR FOR ANY OTHER

REASON FAILS TO PROVIDE A REPORT OR ANY PART THEREOF BY THE

DATE REQUIRED IN SUBSECTION (a)(i) OF THIS SECTION, THE DEVELOPER

SHALL, OR SHALL CAUSE THE DISSEMINATION AGENT TO, SEND A NOTICE

TO THAT EFFECT NOT LATER THAN SUCH DATE TO THE MSRB THROUGH

EMMA ALONG WITH THE OTHER PARTS, IF ANY, OF THE ANNUAL REPORT.  

THE DEVELOPER SHALL, OR SHALL CAUSE THE DISSEMINATION AGENT

TO, PROVIDE A COPY OF SUCH NOTICE TO THE ISSUER. 

b) Contents of Annual Report. 

i) The Reports required to be provided pursuant to Subsection (a)(i) 

of this Section shall contain or incorporate by reference the following: 

A) Audited financial statements of the Developer for the

preceding fiscal year, if any, such statements to be prepared on the basis of

generally accepted accounting principles; provided, however, execution of this

Undertaking shall not obligate the Developer to prepare audited financial

statements for any fiscal year.  IF AUDITED FINANCIAL STATEMENTS ARE

PREPARED AND INCLUDED IN A REPORT REQUIRED TO BE PROVIDED

PURSUANT TO SUBSECTION ( a)(i) OF THIS SECTION AND

THEREAFTER THE FISCAL YEAR OF THE DEVELOPER CHANGES, THE

DEVELOPER SHALL, OR SHALL CAUSE THE DISSEMINATION AGENT

TO, FILE A NOTICE OF SUCH CHANGE IN THE SAME MANNER AS FOR

A NOTICE OF LISTED EVENT.  THE DEVELOPER SHALL, OR SHALL

CAUSE THE DISSEMINATION AGENT TO, PROVIDE A COPY OF SUCH

NOTICE TO THE ISSUER. 

ii) The Report required to be provided pursuant to Subsection (a)(i) of

this Section may be submitted as a single document or as separate documents comprising

a package and may incorporate by reference from other documents other information, 

including official statements of debt issues of the Issuer or related public entities that

have been submitted to the MSRB.  If the document incorporated by reference is a final

official statement, it must be available from the MSRB.  The Developer shall clearly

identify each such other document so incorporated by reference. 
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iii) If audited financial statements are being prepared and will be

included in a Report required to be provided pursuant to Subsection (a)(i) of this Section

but are not available in time to satisfy the requirements of Subsection ( a)(i) of this

Section, unaudited financial statements must be provided at the requisite time as part of

the Report and as soon as possible (but not later than 30 days) after such audited financial

statements become available, the audited financial statements shall be provided to the

MSRB through EMMA. 

Section 3. Reporting of Listed Events. 

a) This Section shall govern the giving of notices of the occurrence of the

following Listed Events with respect to the Securities:  (i) any change of ownership or control of

the Developer; or (ii) any failure by the Developer to pay, prior to delinquency, general property

taxes, special taxes or assessments with respect to property of the Developer within the

boundaries of the Issuer or any amount due pursuant to the Standby Contribution Agreement

described in the Official Statement, dated November 17, 2016, with respect to the Securities). 

b) THE DEVELOPER SHALL, OR SHALL CAUSE THE

DISSEMINATION AGENT TO, PROMPTLY FILE A NOTICE OF LISTED EVENT OF THE

OCCURRENCE OF A LISTED EVENT WITH THE MSRB THROUGH EMMA.  THE

DEVELOPER SHALL, OR SHALL CAUSE THE DISSEMINATION AGENT TO, PROVIDE

A COPY OF SUCH NOTICE OF LISTED EVENT TO THE ISSUER. 

Section 4. Termination of Reporting Obligation.   

The obligations of the Developer pursuant to this Undertaking shall terminate upon (i) the

legal defeasance, prior redemption or payment in full of all of the Securities, or (ii) the release of

the Standby Contribution Agreement.  THE DEVELOPER, OR SHALL CAUSE THE

DISSEMINATION AGENT TO, GIVE NOTICE OF SUCH TERMINATION TO THE MSRB

THROUGH EMMA AS SOON AS PRACTICABLE, BUT NOT LATER THAN THE DATE

AN ANNUAL REPORT WOULD OTHERWISE HAVE BEEN DUE.  THE DEVELOPER

SHALL, OR SHALL CAUSE THE DISSEMINATION AGENT TO, PROVIDE A COPY OF

SUCH NOTICE TO THE ISSUER. 

Section 5. Amendment or Waiver. 

a) Notwithstanding any other provision of this Undertaking, the Developer

may amend this Undertaking, and any provision of this Undertaking may be waived, if such

amendment or waiver is supported by an opinion of counsel expert in federal securities laws, to

the effect that ( i) such amendment or waiver is made in connection with a change in

circumstances that arises from a change in legal requirements, change in law or change in the

identity, nature or status of the Developer or type of business conducted; ( ii) this Undertaking, as

amended or affected by such waiver, would have complied with the requirements of the Rule at

the time of the primary offering of the Securities, after taking into account any amendments or

interpretations of the Rule, as well as any change in circumstances and (iii) such amendment or

waiver does not materially impair the interests of the owners of the Securities, as determined
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either by parties (such as the bond counsel) unaffiliated with the Developer or by an approving

vote of the registered owners of the Securities pursuant to the terms of the Resolution at the time

of the amendments. 

b) The Report containing amended operating data or financial information

resulting from such amendment or waiver, if any, shall explain, in narrative form, the reasons for

the amendment or waiver and the impact of the change in the type of operating data or financial

information being provided.  If an amendment or waiver is made specifying the accounting

principles to be followed in preparing financial statements, the Report required to be provided

pursuant to Subsection (a)(i) of Section 2 hereof for the year in which the change is made shall

present a comparison between the financial statements or information prepared on the basis of

the new accounting principles and those prepared on the basis of the former accounting

principles.  Such comparison shall include a qualitative discussion of the differences in the

accounting principles and the impact of the change in the accounting principles on the

presentation of the financial information in order to provide information to investors to enable

them to evaluate the ability of the Developer to meet its obligations.  To the extent reasonably

feasible, such comparison also shall be quantitative.  IF AUDITED FINANCIAL

STATEMENTS ARE PREPARED AND INCLUDED IN A REPORT REQUIRED TO BE

PROVIDED PURSUANT TO SUBSECTION ( a)(i) OF SECTION 2 HEREOF AND

THEREAFTER THE ACCOUNTING PRINCIPLES OF THE DEVELOPER CHANGE, THE

DEVELOPER SHALL, OR SHALL CAUSE THE DISSEMINATION AGENT TO, FILE A

NOTICE OF SUCH CHANGE IN THE SAME MANNER AS FOR A NOTICE OF LISTED

EVENT. 

Section 6. Additional Information.  Nothing in this Undertaking shall be deemed to

prevent the Developer from disseminating any other information, using the means of

dissemination set forth in this Undertaking or any other means of communication, or including

any other information in any Report or Notice of Listed Event, in addition to that which is

required by this Undertaking.  If the Developer chooses to include any information in any Report

or Notice of Listed Event in addition to that which is specifically required by this Undertaking, 

the Developer shall have no obligation under this Undertaking to update such information or

include it in any future Report or Notice of Listed Event. 

Section 7. Default.  In the event of a failure of the Developer to comply with any

provision of this Undertaking, any owner of a Security for the benefit of which this Undertaking

is being provided may take such actions as may be necessary and appropriate, including seeking

mandamus or specific performance by court order, to cause the Developer to comply with its

obligations under this Undertaking.  A default under this Undertaking shall not be deemed an

event of default for other purposes of the Resolution, and the sole remedy under this Undertaking

in the event of any failure of the Developer to comply with this Undertaking shall be an action to

compel performance. 

Section 8. Dissemination Agent.  The Developer may, from time to time, appoint or

engage a Dissemination Agent to assist it in satisfying the obligations of the Developer

hereunder and may discharge any such Dissemination Agent, with or without appointing a

successor Dissemination Agent. 
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ABSURD

MUNICIPAL

ISSUER: Quail Creek Community Facilities District

Sahuarita, Arizona) 

BONDS: $ 9,940,000 in aggregate principal amount of

General Obligation Refunding Bonds, Series

2016

MUNICIPAL BOND

INSURANCE POLICY

Policy No.: 217939-N

Effective Date: December 6, 2016

Premium: $ 145,988.68

ASSURED GUARANTY MUNICIPAL CORP. (" AGM"), for consideration received, hereby

UNCONDITIONALLY AND IRREVOCABLY agrees to pay to the trustee ( the " Trustee") or paying agent

the " Paying Agent") ( as set forth in the documentation providing for the issuance of and securing the

Bonds) for the Bonds, for the benefit of the Owners or, at the election of AGM, directly to each Owner, 
subject only to the terms of this Policy ( which includes each endorsement hereto), that portion of the

principal of and interest on the Bonds that shall become Due for Payment but shall be unpaid by reason of

Nonpayment by the Issuer. 

On the later of the day on which such principal and interest becomes Due for Payment or the

Business Day next following the Business Day on which AGM shall have received Notice of Nonpayment, 
AGM will disburse to or for the benefit of each Owner of a Bond the face amount of principal of and

interest on the Bond that is then Due for Payment but is then unpaid by reason of Nonpayment by the

Issuer, but only upon receipt by AGM, in a form reasonably satisfactory to it, of ( a) evidence of the
Owner's right to receive payment of the principal or interest then Due for Payment and ( b) evidence, 

including any appropriate instruments of assignment, that all of the Owner's rights with respect to payment
of such principal or interest that is Due for Payment shall thereupon vest in AGM. A Notice of

Nonpayment will be deemed received on a given Business Day if it is received prior to 1: 00 p.m. ( New

York time) on such Business Day; otherwise, it will be deemed received on the next Business Day. If any

Notice of Nonpayment received by AGM is incomplete, it shall be deemed not to have been received by

AGM for purposes of the preceding sentence and AGM shall promptly so advise the Trustee, Paying

Agent or Owner, as appropriate, who may submit an amended Notice of Nonpayment. Upon

disbursement in respect of a Bond, AGM shall become the owner of the Bond, any appurtenant coupon to

the Bond or right to receipt of payment of principal of or interest on the Bond and shall be fully subrogated

to the rights of the Owner, including the Owner's right to receive payments under the Bond, to the extent

of any payment by AGM hereunder. Payment by AGM to the Trustee or Paying Agent for the benefit of

the Owners shall, to the extent thereof, discharge the obligation of AGM under this Policy. 

Except to the extent expressly modified by an endorsement hereto, the following terms shall

have the meanings specified for all purposes of this Policy. " Business Day" means any day other than (a) 

a Saturday or Sunday or (b) a day on which banking institutions in the State of New York or the Insurer's

Fiscal Agent are authorized or required by law or executive order to remain closed. " Due for Payment" 

means ( a) when referring to the principal of a Bond, payable on the stated maturity date thereof or the

date on which the same shall have been duly called for mandatory sinking fund redemption and does not

refer to any earlier date on which payment is due by reason of call for redemption ( other than by
mandatory sinking fund redemption), acceleration or other advancement of maturity unless AGM shall

elect, in its sole discretion, to pay such principal due upon such acceleration together with any accrued
interest to the date of acceleration and ( b) when referring to interest on a Bond, payable on the stated
date for payment of interest. " Nonpayment" means, in respect of a Bond, the failure of the Issuer to have

provided sufficient funds to the Trustee or, if there is no Trustee, to the Paying Agent for payment in full of
all principal and interest that is Due for Payment on such Bond. " Nonpayment" shall also include, in

respect of a Bond, any payment of principal or interest that is Due for Payment made to an Owner by or
on behalf of the Issuer which has been recovered from such Owner pursuant to the
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United States Bankruptcy Code by a trustee in bankruptcy in accordance with a final, nonappealable order

of a court having competent jurisdiction. " Notice" means telephonic or telecopied notice, subsequently

confirmed in a signed writing, or written notice by registered or certified mail, from an Owner, the Trustee

or the Paying Agent to AGM which notice shall specify ( a) the person or entity making the claim, ( b) the

Policy Number, (c) the claimed amount and ( d) the date such claimed amount became Due for Payment. 

Owner" means, in respect of a Bond, the person or entity who, at the time of Nonpayment, is entitled

under the terms of such Bond to payment thereof, except that "Owner" shall not include the Issuer or any

person or entity whose direct or indirect obligation constitutes the underlying security for the Bonds. 

AGM may appoint a fiscal agent ( the " Insurer's Fiscal Agent") for purposes of this Policy by

giving written notice to the Trustee and the Paying Agent specifying the name and notice address of the

Insurer's Fiscal Agent. From and after the date of receipt of such notice by the Trustee and the Paying
Agent, ( a) copies of all notices required to be delivered to AGM pursuant to this Policy shall be

simultaneously delivered to the Insurer's Fiscal Agent and to AGM and shall not be deemed received until

received by both and ( b) all payments required to be made by AGM under this Policy may be made
directly by AGM or by the Insurer's Fiscal Agent on behalf of AGM. The Insurer's Fiscal Agent is the

agent of AGM only and the Insurer's Fiscal Agent shall in no event be liable to any Owner for any act of

the Insurer's Fiscal Agent or any failure of AGM to deposit or cause to be deposited sufficient funds to

make payments due under this Policy. 

To the fullest extent permitted by applicable law, AGM agrees not to assert, and hereby
waives, only for the benefit of each Owner, all rights ( whether by counterclaim, setoff or otherwise) and
defenses ( including, without limitation, the defense of fraud), whether acquired by subrogation, 

assignment or otherwise, to the extent that such rights and defenses may be available to AGM to avoid

payment of its obligations under this Policy in accordance with the express provisions of this Policy. 

This Policy sets forth in full the undertaking of AGM, and shall not be modified, altered or

affected by any other agreement or instrument, including any modification or amendment thereto. Except

to the extent expressly modified by an endorsement hereto, (a) any premium paid in respect of this Policy

is nonrefundable for any reason whatsoever, including payment, or provision being made for payment, of

the Bonds prior to maturity and ( b) this Policy may not be canceled or revoked. THIS POLICY IS NOT

COVERED BY THE PROPERTY/CASUALTY INSURANCE SECURITY FUND SPECIFIED IN ARTICLE

76 OF THE NEW YORK INSURANCE LAW. 

In witness whereof, ASSURED GUARANTY MUNICIPAL CORP. has caused this Policy to be
executed on its behalf by its Authorized Officer. 

ASSURED GUARANTY MUNICIPAL CORP. 

By

A subsidiary of Assured Guaranty Municipal Holdings Inc. ( 212) 974-0100

1633 Broadway, New York, N.Y. 10019

Form 500NY (5/ 90) 



DISCLOSURE, NO DEFAULT AND TAX CERTIFICATE OF

ASSURED GUARANTY MUNICIPAL CORP. 

The undersigned hereby certifies on behalf of Assured Guaranty Municipal Corp. (" AGM"), in connection with the issuance by AGM of

its Policy No. 217939-N ( the " Policy") in respect of the $ 9,940,000 in aggregate principal amount of the Quail Creek Community

Facilities District (Sahuarita, Arizona) General Obligation Refunding Bonds, Series 2016 (the "Bonds") that: 

i) the information set forth under the caption " BOND INSURANCE — Assured Guaranty Municipal Corp." in the official

statement dated November 17, 2016, relating to the Bonds ( the " Official Statement") is true and correct; provided, however, at

September 30, 2016, AGM' s policyholders' surplus and contingency reserve were approximately $ 3,891 million and its net

unearned premium reserve was approximately $ 1, 378 million. Such amounts represent the combined surplus, contingency

reserve and net unearned premium reserve of AGM, AGM' s wholly owned subsidiary Assured Guaranty ( Europe) Ltd. and

60.7% of AGM' s indirect subsidiary Municipal Assurance Corp.; each amount of surplus, contingency reserve and net unearned

premium reserve for each company was determined in accordance with statutory accounting principles, 

ii) AGM is not currently in default nor has AGM ever been in default under any policy or obligation guaranteeing the payment of

principal of or interest on an obligation, 

iii) the Policy is an unconditional and recourse obligation of AGM ( enforceable by or on behalf of the holders of the Bonds) to pay

the scheduled principal of and interest on the Bonds in the event of Nonpayment by the Issuer (as set forth in the Policy), 

iv) the insurance premium of $ 145,988.68 ( the " Premium") is a charge for the transfer of credit risk and was determined in arm's

length negotiations and is required to be paid to AGM as a condition to the issuance of the Policy, 

v) no portion of such Premium represents an indirect payment of costs of issuance, including rating agency fees, other than fees

paid by AGM to maintain its ratings, which, together with all other overhead expenses of AGM, are taken into account in the

formulation of its rate structure, or for the provision of additional services by us, nor the direct or indirect payment for a cost, risk

or other element that is not customarily borne by insurers of tax-exempt bonds ( in transactions in which the guarantor has no

involvement other than as a guarantor), 

vi) AGM is not providing any services in connection with the Bonds other than providing the Policy, and except for the Premium, 

AGM will not use any portion of the Bond proceeds; provided, however, that AGM or its affiliates may independently provide a

guaranteed investment contract for the investment of all or a portion of the proceeds of the Bonds, 

vii) except for payments under the Policy in the case of Nonpayment by the Issuer, there is no obligation to pay any amount of

principal or interest on the Bonds by AGM, 

viii) AGM does not expect that a claim will be made on the Policy, 

ix) the Issuer is not entitled to a refund of the premium for the Policy in the event a Bond is retired before the final maturity date, 

and

x) for Bonds which are secured by a debt service reserve fund, AGM would not have issued the Policy unless the authorizing or

security agreement for the Bonds provided for a debt service reserve fund funded and maintained in an amount at least equal

to, as of any particular date of computation, the reserve requirement as set forth in such agreement. 

AGM makes no representation as to the nature of the interest to be paid on the BondIor the treatment of the Policy under Section

1. 148-4(f) of the Income Tax Regulations. 

ASSURED GUARANTY MUKICIPAII CORP. 

By: 

v Authorized Officer

Dated: December 6, 2016


