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SYSTEM AND METHOD FOR HI GH YI ELD | NVESTMENT RETURNS | N

RI SKLESS- PRI NCl PAL | NTEREST RATE/ Yl ELD ARBI TRAGE
wee@ss1Ref erence to Rel ated Applications Thi s PCT/US2005/013489

application clains prioritylto the followng U S

Provi sional Patent Applications: (i) Serial No.

gﬁ%\%ﬁ‘ﬂm AR ﬁﬂc@qqmwmm;@w RASFERNS
S DRI T RIS LRI BT A KA,

D| fferentials Between Two Financi al roducts (i)
Serial No. 60/ HEAS-06K: taiRefaied Apphcatims, ang

entitled "System and Met hod for Hi gh-Yield Returns in
ArTthiig rapgéicationyi @hichsDiffrfogitentd ahs fdhivengd UTBr d?rgh'rsio(na) Patent

Structured In ran Pro t he
Appl]@aqlqmsamgsp%ﬁrl 64((]4 ;’H@eﬁpgﬁé\b}o gngéqﬁg gSystem and
I 0
Methpd sSZ*aé%%%éu;%nfés%%p%ﬂ%em %s‘ Eﬁ%ﬁ?ﬁ%bﬁ%"ﬂé‘%ﬁ%éﬁ@%w on
Arbithgkeof andel8ulBigigtemntlsy Bdreedtr oTwos Fihaimigih Ribeducts™; (i) Serial
rchaslqé)repo) of its Qan @éc i al Guarant eed

Re
No. 604068 ¢ dilech Aih 20, (2HP4 Bedkentiy Syémn @aﬁtMstbpsi for High-Yield

Returﬁgrlg 6%%% f r%&ﬁ{fg lLﬂgl k&;gnttlggog&gsbe? c?uént Izz §%étlﬂjed Insurance

Produo%{sahal‘(bﬁt}{\&Ehé}dlséQif @dllgﬁnd{ Pal dpReadir(iip Serial No 60/563,904, filed
"Ri skl ess- Prlnc:lp Interest Rate/Yield Arbitrage

Aprllt20at20%|an@ eniled (Sas)stemh andMethod forgdn Bsuigace Company or a Bank to

Der.iv c alt or
ereeqin Sales St SAERaRrdy WAL Bucties R Bhlcadeh G80) of its Own
Specifl G%Bﬁéhﬁz'ed UEMRARGEChrktradt (dra@aﬁa@tdveﬁmeﬁbtohﬁsc srcqassed from an
tion Agreenents (Put & Call) to Arbitrage r ket
Unrelataﬂf%drlémty”a(ls) Sarial iNoe 6@@693&85&16&1\7?&)61(552004mdd eotjtleal “System &

Metheg T High P el aarotms RO IS PTREIORD. Ik g Rt yoela Arb&aage that
4 t fQr
Cals B 8P QR O D Al S A A MR e s
Prodth:ys $eeificatly Capbindared so Tiuraisg the Hiagncidié.chemagde inga Tenedcige; (b) the
Avai | abl e Under Fractional Reserve Banki %Pr actijces

Use qtOpfiom fereemepis{Bhe& walDrHe Argrrage dViarkehDetisrartils ingligerest Rates

& Yi&a‘% blgl[l](? z& °3 t“%{Rﬁég @i&:hg@ank B@ge%geuﬁﬁﬂgalats{ 'T’tr%tgsitor the Original

IssueM; ranar (WOf $&retl 106. 6dns es@afiley Gitskerand20i4 hﬁdltentltled “S%stem &
Resort | ng to Traditi onal Repo Mechani sns; all of whic

Methgd dox B@r@ifqot@thaémalhé‘flémmLm Beaght @fered M@em«?r Sankspge(tge Central

t t t
Bankg Hrp e 20 St EhheT ckBre Uil PBR B SRRSRE Resgrve Banking
Practfc‘éﬁ [é‘k aty: Yl‘éb&a&@ﬁ?ﬁl‘ér@S‘A ﬁ?ﬁ%@nhdh] and% ) Interest Rate Arbltrage
| ess-Princi pal Interest Rate/Yield Ar itrage

[e.g. Ratahlslntemcst Ratgs helseeﬂ@@mtnad) Baok DBscanat Ratad, ﬂnrquglata Me:ror Offset

of Cm? %grlparty Risk and Without Resorting to Traditional Repo Mechanisms; all of

which are incorporated herein by reference.

Technical Field

The invention relates to investment methods and arbitrage, and more specifically
to System & Method for High-Yield Investment Returns in Riskless-Principal Interest
Rate/Yield Arbitrage that Calls for: (a) the Creation of Structured Derivative, Specialty

Insurance or Synthetic Asset Products Specifically Engineered to Increase the Financial
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I nsurance or Synthetic Asset Products Specifically

Engi neered to I ncrease the Financial Leverage in a
wae@adaeBt on; (b) the Use of Options (Put & CabCy/Uusm05/013489

Arbitrage Market DifferentiZaals in Interest Rates &

Yields, and (c) a "Repo" Mechanismto Create | mmedi ate
Leverd@eOfl bSTfaRbactiBg; @) BenBke loFsOtiodNPUt e CENEAAbRfige Market
partici pants. Background Fi nanci al investnment nethods .
Differ¢reiats inclaterest Ratesat o iplds f andrisdl a f Beporalviechauss to Exedie bhmediate

t hose net ho i ncludes an investnent activity that

Profit &\%‘nglga’agzﬁs{‘%\ri ar{‘dafﬁﬁﬁrﬁflsaﬁflop ip§ﬁlcf12ﬂn?san i nvestor. The
i nvestor invests noney, Bgﬂ% asgording to conventional
financial investnent nmetho g? e investor takes the
rFiakn@fl mivestarentralatinglsoliaviedsdengkmowreynd pedoposdiftal ynany years.

| osing all poney .invested. Conventignal investnent,
Each pthwsaigiesia nekderien HISRURaNT AEL VRO ARVOhYSSi 4 Fefn amount of

risk £} ATy ORI ARG inﬁ‘f&?& R0P, 4! f08R 1S %oﬁée%b% financial
risks tor investors. Until noW there haVe been no
investine¥e siotedtds, Rl HRdstok rkes thé riski aiheithey esdkins o€ dssin@ktory, and
_riskless-principal investnent (w thout a downside
possibly kisjng alhthonay Vitviegtdparties of a nulti-party financi al
transaction. can be. assured of rofit f_the.
| COSRrR BN ARURE e PPl b oS By Rng Abitreee,
howe Rk cafvdRiohal Afbehgd nitthdds dadiyt dimiIRAASK s foh ek @ks.
transaction that will result in a net profit for all
pentil nowathese hiverbachana mapsment methasls kaowimpini whigh investors can

according to the bel owdescri bed steps,..and.including.. .
make ARER LB oF PRLU A TSP BT DS gans it SLlTmties of a
multi-ggﬁ AR PihshOHR Ml AukdDeanesniand sale of

us‘\t]om desi gned, specially engineered and underwitten
securities or bankSumstaryméthesinasnti@scri bed general |y

bel ow, and re specifically in the det

| | ed . -
s PP ealnVERIangRaY D rthamedt 1o @S\Péﬁjgr'gmg%H@lt}-pamcmam
ﬁnanc'ien\f%'ﬂ%é&ﬂmr[ﬁé(t Wil rteglmJ s n&f profit for L ciﬁgmg &iHeA"tHE Bnsaction
a multi-participant tTinanci‘al transaction that

is accomplistit@isacaotdimgl ey thartdldwalesombeld stegspbid inehalimethepsted of having

) for all participants. That nethod |ncludes acquiring

simultapgpusbs €14singg @ncickiovst kbatinprtionoinvelviesrthe dssuapgss and sale of
lural financial instr ts .via.a Sj I escr

custorf gt PREFU 5oblErRY T Pl Bl LR ARG Hents o

describé@gérﬂa%lgoﬁelw B&d thokd§pdcEidanang I R4iREERAErigti¢h that follows.
exchanged agai nst delivery of all rights, title and

i It anagber vassivhethierineentivennay betthought of @s tanmethed ddrperfonming a

ot 5B e bR AT R 806t SR s BB e
profit A8 &I GdPaelbants hathatinhdih6 & St bddsPacquitily REPEdsklIfrgr arrbdvestment

portfolio formed from plural financial instruments via a simultaneous escrow closing,

thereby making a riskless-principal transaction wherein the refinancing proceeds are
exchanged against delivery of all rights, title and interest to the investment portfolio to the
lender.

In another version, the invention may be thought of as a method of performing an
investment cycle with multiple participants that will result in a net profit for all
participants. That method includes the steps of underwriting an investment portfolio

formed from plural financial instruments; purchasing the investment portfolio as part of a
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partici pants. That nethod includes the steps of
underwiting an investnent portfolio forned from
w@bkeealio4B2 nanci al i nstrunments; purchasi ng the PCT/US2005/013489
i nvestment portfolio as pari of asinultaneous escrow
closing that requires plural closing docunents and
: XS i I i San ;
S B P B E S S D R and changing
simulthieusiynail chrségudo@suensy aldoshiongngl okes sinotltanequsr esgravichosing in
a preselected tine, thus elimnatin an% and al‘lte )
the eventhe SHPHEHICONS RECTPWICININE Bt l?%iogsaﬁrt withipha prefeiefisd time, thus
eliminﬁiiﬁ% ah? Cakqﬂda?lsté&k%%cl%r? PskLlor8EpStiSIpARs? Bt/ m@Rbd Gl%o includes
I'n ‘escrow, and choosi ng a
the stepk 0flekar aicaN @ptioB ninstiohgland-chbedihgarkimolaneous-investment-
mechani smthat functions in escrow and includes an
portfoligirefirancinge giechubsm dpaic hmsions ibasepw Fd dslusdeg|an exit strategy

subst eps. The bst eps. i ngl u rforni
subste PSR o oToRE R bR AR s ThB Epp ) FTEH deteased
refinahdifig f bMANC il estieht’ YORMWIRD; | forfeltehd NNESfin@Rial PREi@EL® in the
at a price based upon the relationship of the incone

investgient pont fifliot 4tea prise basednepont hetrekitionghipgdrihe yegonee sirea of the
. leld-to-.maturity desjrable to a third- ty buver:
instrudgfisi g r U AL »gorerergurty Sireiple it iEkhung buver
sellinéﬁthé R S InMaR PRt foli ShTHERSE Bhe Ru&RNdY fRL fiRARiAf indkuments; or
east two of the substeps. That nethod may al so
combinatidnsdef atheasttep affthe apbsiepsngT batenethod snayealso ¢ydiide the step of

Brief Description of the Drawings Fig. 1 is a chart
repeatygoiie iy AN £Xpie of a speci al | y- desi gned i nst runent

NO 1 used in CO@}?&tﬂé%Eri bdof (RE TRURA and net hod of

the i nvention. ﬂg.—ﬁ—sﬁa—c%ﬁrﬁlﬁlﬁrati ng in

gFigphiic a fcharmshdweingasi exadgst gha speuiaipt-dedigroal ipsurahent Wh1 used
) the_engi neering of instrument N 1, .including the
in congpeiinn Wih thevistemaend megwgrafiihe sendani ons, the cash

surrender, values f.or .e o) [ [

hiE e el Rahh EBRARRCRENTE! oA T ok RE R grporated
in theFéthinderinEh6f Ghi@duinehb ovs 1!1%1@1&7% RB& Ginahal A YGiuhdive Nghyment

~a $00 MTlion face value will be created and paid for

obligationh thalcgshasirransier salnesnforraghsantradi|angatersny gears, and the issuer
deferr%%gl\‘,édfr?e}] %gﬁ ?Y]eég;sﬂ%\gr? \érf%?gggz }Egéﬁl?arﬁls}%)svsghg\g%rﬁngn%laaﬁ product
havin% LObRI0 Wi B 138e RANI ST 6ETctakdd BRI Palf fdrnith WABNEfirst annual

esigned to create a future cash flow sufficient” to
paymgraybligatidrnef $ @524 005 3e(apky haveragp).i gat i ons created by

instrunent N 1 en it is acquired, The cophinatjon of. .
i hig Puferithany ti}afiﬂmw 'iﬁ“ﬁ epg@.@@fiﬂ&ﬁg g umest ﬁngfﬂ higher-yielding
S . . . ' y ;
o S PO Rt AR SUELAT TR P
for thé asBAmL PAyMRNi sislglatiednesated BydinsthurnentaNT havlienshvdcqgired. The

an exanple of an_instrunment NO 3 used in_connection
combination of instrument N° 1 shown in Fig. 1 and an instrument N° 2 used in
connection with the system and method of the invention creates a financial product that
can be used to secure an indebtedness.
Fig. 4 is a chart showing an example of an instrument N° 3 used in connection
with the system and method of the invention. This instrument is designed to create the

cash flow necessary to meet the future interest payments on a loan.
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with the system and nethod of the invention. This
instrunent is designed to create the cash flow
woemessHsy to neet the future interest paynentBCDOSHE05/013489

loan.Fig. 5 is a chart that4illustrates how the call

option strike price for the acquisition of the

¥e§t1§)5 dhaFttched 1'1195ﬂr§te§ ﬁb\%%h@'@:ﬂﬂ oE)ﬂBn Rk S AEAR the acquisition
cribed herein. Fig. is a schematic diagram
of thsih@wtmg)cnﬁohansncaésdat@vl/foﬂtdxswngmpteecpscmllmt haewm. r equi r ed

the.invention result in a praofit for the
DHigniboid Roseheadis ciisgiaa sHORIMENcRATE SOk IOSing StgRsthat are
requir{:(g h/ g}il]keldv@?ﬁ‘?éﬁ & re‘glﬁ‘l?I irf Q%réﬁt%?ﬁ‘?etﬂr%aw&%ﬁaéé?raﬂﬂ 98 eBminate

ting process i nvol ving a non-recourse

any aricedll rislcionghe frivgstor and the tedmadtidnhabnagdeo Wsroegle adtfaiting process
di stributions and how to cal cul ate the transacti on
mVOleﬂ&ﬂP?“f%ﬁW ReFIEHARE-i on manager when using or
ELE g‘“# % nag CBQI‘? a&%? t ﬁ%%v@”é’sc%% hc?lgttr%ixtlg)ﬂse anﬂvﬁg\%v P({] 'calculate the

s a ch déenonstr e signi

transa@fior® pRSfitd@etheO@dhsadibrh @ik fe Qhélﬂgﬁldgeﬁxdpfacﬁf:mfgl ﬁh% system and
from nmaki ng the bridge | oan when using and practicing

mEthOﬁmfﬂ@q/EtVémlghd met hod of the invention. F| g. 9is a

b8 ahahach UL ARG Ritles s i TBRerer 4 BBEh Folar Bow e
br1dgé Rnl& }%ﬁ@seﬁf)m ARRinRYthE heidios 36481 whkn uE® réﬂﬂe}%ctﬁ%lﬂg the system

Fi gs. are charts show ng al ternate nethods of
andmlettwdqughefmvanmral products when using and pract| Ci ng

t yste t.hod of, t elnven
B DR R gesfbing deipils bEF repy SiRBfoRmerotde et g system
{
of the FhyerkiBhRh AN 1D tRbefioAEd By AR ARGk R AR 1
oFiggi méd11i seueiars. sHewgng BBeirmtea nsthedsadf essdinggfiaancial products

show n&@how the resal e of the (gerl vatives of
when pag apdprcicngthg systamang raethad REFEINY§tONages t o

eﬁ%l?n ® ss U&{art ngovh“gst%ed%&%ﬂé 0P " RABRNESit Wik %Qa'l ogefg*nancial

on thelr respective ance sheets. Al'so Inc

instruiieh® N2 andppistd ahd pracac&l with al@dﬂ?stﬁlﬁ afid metfAd®of thg wition to
in Attachment A are described and referenced bel ow,

theircaigﬂna&tlssaéﬁmnts B-F correspond to U.S. provisional

[ atl [ |or| is.,clalpmed, . .
DEsE ot GricBrmate BrPiy Mat ey b e TofRadsriyptives of
instrufn@BtsPRP C@"Hn@g?ﬁ 3 af¥B YhtcRagdau P &t a%es gt @mbleeiBuerk €6f e debt
in this specification are for illustrative purposes

mstrurmnh!ys tametathdhemtorn theireespevinet balanaghieetal |y or m ni mal |y

a%\;&eva | S(iq;mder h§e almg i(ce:erl]ttlcimondre Egttgcktmrqglgltg ag\t_f': he figures in
Attachment A are described and referenced below, and Attachments B-F correspond to
U.S. provisional patent application from which priority is claimed.

Description of the Preferred Embodiment

Preliminarily, the percentages, amounts, numbers, rates, etc, recited in this
specification are for illustrative purposes only and do not reflect what is optimally or
minimally achievable under the invention. Each transaction involves its own set of

particulars and numbers that can be calculated with accuracy prior to a particular closing.
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particul ars and nunbers that can be calculated with

accuracy prior to a particular closing. Al so
w@e@biom4parily, a glossary of the ternms used iPCT/082005/013489

present application followss The phrase "annuity

certain annuity" is a formof contract sold by an

| AR REIRS PR A W 08sAR} o PRY SerthsAlRd 30 HRGS SR hPhIYoation follows.

quarterly, sem -annudl or annual |evel of inconme to

t Hiee ahrase t‘ampuity cectajr anmuidy hisne tbrpeof oehtofct s6ldehy an insurance

frequently ten éears, wi t hout exc%pti on or

d

compryn it RAYEy? SPREANSSAnMORHY + AUYLer g B aoyak  annual level of
: r ' Lol i t ;
nconf 552 SR 0 5 ot bk DBl Ak RO B yoges it
excepgoeat esntirpency.he refinancing cost, and the application

of tine ‘\‘/al ue of rmne_g cal cul ations to reduce future
c hb termova rditragersdessribeieine Rpesse Ry Whirhi@groisisacgigved through

/ [ o adv ' ' .

o posfEE Ul B LA AESRRN M SRR 4 Pifancin cos

and thé)\4pplicRIdh b tifRdealud dexichen Feadatidrishtoarsduet duti@e cash flow
maturity of 10% per annumwhile a refinancing is

streangy toutheiapeesgrll yalesse it veedi herginparmskierage adwantagesyspekists in cross

annu and a shotter.termcurren edge i S aced to .
currer g s PE0ts e e et g F GG ffg with a
yield BEFiReHiyeSME®R pdreannbifs Whde aNeinARCIB A9/ sENARROASP SKecuted in

envi si oned herein). The termarbitrage is al so used
Japanéser &len ato 1 $86 arar banug  grideladstadtea nteerg ecurteacy f iedgacisaplaced to

. .institutions derive between the retail {)endi ng rates d
elimingie HEnGY, IO R AnGHisS gk (LT TSR3tk DEAERR theFlosing and the
i i I y ' : iHRgh: ;
repo R LR SR el A} L€ Ky AMPLEGSDS B0 30K LPRn 1o describe
the yieldestiviahtaigs thgtUdddnyiahmstituteonsakebive bahdeannihie ndiatli londihg rates and

undertakj ng of the issuing bank to pay directly the
the (whoplgealel Hieralamk: AlsCoWK eralea| ttj))é Sfingpdng (fsintee Tastignal reserve

.cartajnsconditions (e.g. non paynent of a debt by the
bankl@@b‘%‘%&r)‘?)'with such paynent being nmade in the place of

t pe" ekt Siiarahted! @t stnsdbyuleent offurkdi” ihasually an irrevocable and
responsibility for paynment of an obligation to the
uncorigitifknal baderfakingof theeisging hanleto Pahdiredlinther fpdderythefeek the face

vae 7 5 SRS DB REF B sch B Yo AT b by the debron
with g’u@ﬁtﬂaw{ehpseihg%?lagwntth@ plédIANhedebtdr.” SaBK ah INGRINI@Ahifts the

contract" or is a bank-guaranteed interest in a

respopadbilityo foropgpmoent difran eblsgrtionf tocthyiteinll tbetlerssuessthe cduarantee. The

eriod. The insuran C an ivalent, is a .
count§ipafty gisk o< UK R ATIOBA A PAEATGDA3ES PR Plaiasia! seneth of the
bank oP@hcidl Snstituti i LGS r%eg“uakm?@r di scounted gover nment

or corporate security that obligates the issuer to pay

t Ae "bakiHavestmeat sqoacrddte brsBIOT isranbynk-gearahiegd ainterest in a

specific intervals, and to repay.the principal anmount
portfobio proyiding sRechig yisld yovegnsreciied period.  The insurance company

equivalent is a Guaranteed Investment Contract as defined below.

A “bond” is an interest-bearing or discounted government or corporate security
that obligates the issuer to pay the bondholder a specified sum of money, usually at
specific intervals, and to repay the principal amount of the loan at maturity. Bonds are

normally backed by collateral but can also be based on the credit strength of the issuer.
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normal | y backed by collateral but can al so be based on
the credit strength of the issuer.A "bridge Iender" is
w@2anis32 usual Iy a bank or financial institutPOnUS1005013489
makes a bridge |loan (or swichg | oan) in anticipation of
a short, internediate or long-termrefinancing which
| & "DidzelIen@GCUS a parkN@shidliyd BaniPor BhhAdS nS@RitiohSthdt makes a
| oan made avail abl'e t0 a borrower by a Bridge Lender
bridgd noant(brispang olvanf ia amiepalehi of td \shortefinteamediage whi ing-term
is sure to occur. The "bridge" can be for anywhere
refinangiggWhighsly SHERYOLCHT Kithef ugermnt hs. A "cash surrender

valyes y s WY ' ' r :
WA AR R o R IAERRRLER LIS AR 116 B Bbner in
anticipdi@ni 0T moredéfinidves wffrandagechito id fige itoSuE@N CEheC Y AZBY can be
or on cancellation of the insurance instrunment. In
for anywherej frem gtfpwrhournie eyl 8\Wnisnder val ue al so appli es
te th r nedermty,on [ f. instr Nt s :i .
8 suf RSl R 5 TRV P B e i RTBIRCY dhtger it
returnafdda VMRddresf ablGRsthumsértUiffete dvent 315 @sbuRinedR ik REkeAddied to the
) conpany or not. A "Central Bank" is a count r¥r'es bank
insuranpacopany ¢s o sarntellpaor pf theoinsantainstramento iethas ynvention, the

cash ERBAAIEA £ls0 HrEBr e AR Ty L bBon, BERGT iePrica, 3t jngtruments if
redeerdBd of 4}ptﬁ@%9§5ea¥librtth§r'i‘$l?§¥ri'aﬁﬁﬁgqua$é' dn& dyhebhdragichiih@tBnent is
t he conduct of business and protect public interest. A

issued'eart insimatecohpagpasidt’ is a debt instrunent issued
by a.ban hat , usual | ys interest, A "collateral" . .
4 %ﬁﬁgée{*aﬁf(easgaocwéﬂgﬁ% bttt isstes) GRFprcs () administers
mone{agggjsﬂun{e ¢, iREBR" %m%fe% Er%tioflgggzqu)e lrd&ﬁ)%i@ resenting

right to serz e collatera I't to pay

reservef bf bther bads; add (4)oenpapls instransdaicns izbigaed es facllitartthe conduct

showi ng the ampunt of interest payable to a bond or
ofbum&s@awgp@é@ct@pbh@guprgﬁt.i ntervals, ordinarily

SR - | . Nt 1 i

Ao BRR of gePRAP B HE St NGRL S SEBH bl ity pays
interestS the nom nal annual rate of interest the issuer of a '

note or bond prom ses to pay the holder during the

pAr'icollatenal" seanasset pledgedetoguliesdermitihg.loais rppatds éf the borrower

"coupon . stripping”, i pr.ocess of separati.ng, the
defau]itsn?l%ef lgggerd}?s El?eog%al r&%tﬁgfgz? ﬁlﬁ“ﬁoﬁﬁéer%rﬂf’grsle ilﬁté) pay off the loan.
PAI"R6lPeN " is@OsHR habler dePfidie sowin e dhdRgbulf dERtdr&t payable to a
create US Treasury zero coupon securities known as
bond drsnate pslder A tegolantmervaly, bydinardly tshimi-pensdly. aBordimterest on book-
entry %%BQSI te side of a regur chase (repo) agreenent or swap

BEfRittcrectcd BRSOWNHDA%EGHRes to sel | back
SedPEddgth Pk id thePnominal annual rate of interest the issuer of a note or

bond promises to pay the holder during the period the securities are outstanding.

The phrase "coupon stripping"” is a process of separating the interest on a bond or
note from the underlying principal. Coupon stripping is used most often to create US
Treasury zero coupon securities known as “strips”.

A "counter-party" is the person at the opposite side of a repurchase (repo)
agreement or swap agreement. The person who agrees to sell back securities sold in a
repurchase agreement, or exchange at a later date currency values or interest rates in a

swap agreement with another party.
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repurchase agreenent, or exchange at a | ater date
currency values or interest rates in a swap agreenent
Wowaoha/ 02936t her party. A "counter-party risk™ i s POEUS2005/013489

credit risk associated with7a particul ar counter

party. A "credit-derivative" (also known as a

" 80t dodin@érapakty USEk'NeY fhe feditCRdd aésdtated Wit a BRRGCWad Sounter-

a debt security backed by other securities, usually
party.hel d by a bank or other trustee. Such notes or bonds

are,usyal ly. backe collateral, trust certificates,,
oG Rt € SaBE SRy DS cht cHIATREY SF b bORELE srallateral
trust BQﬁﬂ’?)VY_b A%HeBOM DRty bh&ked ?Hftlhér' s@éur?tﬁes‘,’\'_tiﬁlalllqug%/ a bank or other
subsidiaries. A "credit-lTinked note" is a“cred
trusteeleSuehtriotes evhbaidsadre awsalihéaclssiuey cobatsetl tnfsf ceftidicates and are
cl.ai under an enbedded cr e%i t derivat.i ve_ contract
usually iggHes oy RaREE (CQEROraARNSHERIAIF Dogiovwipg Reaipshihpsecurties pf wholly-
ﬁhgmein such note. The credit risk of a
redit-l1nked note is the sane as that of the issuer
r ASlcredis-dmikat adtell isha ¢rbéit dadestivel whichsglewspheissudih® set-off the

. term "curreqr%y" nmeans any | awful noney of a country
claims yadpsangmbgsdedsiditderpative cpptradfsom thgrteresle pHaGIPal, or both,

h It { S [ | ar: £r of . :
poya B A\ ¥ UES 1R 86 B P BN e s the some o
that oftheri§sey risllassdeiated wish tHen®iderlying Rsavpobt.en prom se to

rgﬁay a debt, evidenced by an acceptance, prom ssory

n

@lergy "apirrencyf’ neseph anydawitd eneneynelzd e@imppispussl bothe Central

formal debt, securities, such .as, bond d depent ures. .
Bank. 7 T ehampler e davh it B ChiBR R8BSR 3RS SRS of choice
but thé &iveRaDbE iNsbpliReMBiGHEY Lirritych a note or bond issuer,

i nstead of redeem ng the inStrunents at the call date,

cAntdehteinstrmmernke is cuponttdinpeneist tpayepentas debtoravadenced by an

I rrevocabl e Trust and has deposited into the trust
acceplgieE, HOUHEOTMIDIE 56 PHsdd REfTERe TFESYaIO Grplies 1o formal debt

securifbs Qféhpﬁlbog. s IRd Péﬂebl/uéeérhe cash flow from trust
assets, ordinarily U'S Treasury securities or
ZFhotamspbdefemsance’t oes'defaasémbrt sapfly abentefirmnsipgviecknique in
..the instruments until the expected maturity.
whichparaefe fichond fsues vigstgad sfpigdecramg thestnsiinsnts at Bip call date,
. ' r a , N r .
connh 14 ARHE T AELPAES AIFRLE SV B HAHE Iy 3R cposic
into tHeuiie 26sedf thahivsll baviedt fenhél edpaamenest priisciptd 8 maturitye The cash
sense that any and all risks associated wth the debt
flow fsemruse agsgtsi audinatily dhd. Traaswysicyunities @rezesericpupen segurities, must
i.ssuer of the ipstrunents, that. e part aof the.
be. suSBRRT P oseEy CE o ot BRAMERS: A UhaDE oBUcEIlg MY ¢ Defeasance
effectivVBBE rdrh6vea" @i thsthumént§ Qrorh NBe [IQUELE Habarl@tshBASLEV QN though the
t hé bal ance sheet strength of the transaction manager,
issuerbeantiomes hatmedt bdmel irgengstr p@fments.  For the purpose of this invention

owned
C

defeasement is used in the sense that any and all risks associated with the debt service
(principal and interest) has be shifted to the issuer of the instruments that are part of the
portfolio of collateral with the resulting benefit that the credit risk for the lender is not
based on the balance sheet strength of the transaction manager, but on that of the issuer of
the collateral.

A "defeased loan” means a loan in which the credit risk associated with a

particular loan has been shifted from that of the borrower’s financial strength to a 100%
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the collateral. A "defeased |oan" neans a loan in
which the credit risk associated with a particul ar
wo eana/on®s2 been shifted fromthat of the borroweeT/&S2005/013489

financial strength to a 10084 eliance on the credit

ri sk associated with the i ssuer of the securities or
reliand€Rh thBkddiBK §ss@£1faﬁzﬂqgltl@$hé3ﬁkuéﬁ(ﬁftﬁé sédurfies ®F WeBUinstruments

| oan transaction. In this invention a defeased | oan
offeradedsercdlatapaltine q@pwdéeamﬁam&s@t t Imigpig inwentadt a defeeseddoan refers

to thg Tralg HoRtCHIRE e HEof nEDie BhEaa, Mot PORPBRE (BFoueh a
securflfg/{;))%c%gc&lrakélg fine ? ) vt thelidcARE 1 bk S54eE fHdAonP ro?‘ﬁ‘mﬂ@%ecurmes

t he | ows necessary to nmeet any and
of a thhebtpasty rlsﬂueetlmbbfcgfaddsdl(ﬁﬁ"/of)f lhbe:akio floeserecéssatylte meet any and all
der, A "derivative instrunent" is a contract whose
debt vaYle%Ong%@@é@f HK RUEOWREP H1SM8REE- of an under | yi ng
fi A a&‘%@dtl@%ﬁ%un{eﬂqeﬁ aogon%tala?(vh 4% 92?1{1?%1521 eE U the performance
exanpl e an ordinary option derivative because e
of anvandéelydiafigescialnadsel, ahdi@moi @tHehQn{B@hﬁ@mtﬁaﬁﬁﬁ eﬁémplre an ordinary
under | ying stock. The phrases "di scounting"
option ned derbyaitveneeapse ttﬁé/ableo@mebyn walagan aOCmeonerfqr@ance of an
underg)Fm {;oc by a financial institution through the pl edge
Bt ollateral (e.g. notes, acceptances, etc.). A

bamk phadses ellisbanpeng't & ‘%hlse&@mﬁg’pgrthé ?M&si By QN a credit is
the process known as discounting as is the case in the

obtam@oMomﬁnamlmwbwonptMngmtm nledgeredatalcoRatsel vee.g. notes,
ank of the United States or.thr h.the f] ﬂ
accegtqglé:ﬁs n%trctf)et A( ala< Cap |18 ncgrlts. CBﬂH%F?IIWtrE(JP hr(oug the process

knowfMRIdMBlhti 5§1s)the PhCGAYRL Eerb%e@trﬁ@u;&tB@ ’p{n%g?zﬁﬁ o®the Federal

estimating the present value of an i1 ncong s am by
Resenve diemknaf thhéJrescelithtes ot alstough oive troerredrkelotn tieekéti (egg. “LIBOR”

T TR X T T —
the pt eﬁ&t%nﬁg 8t ?rﬂ% ekstgzra(r)ﬁr Bf r&ﬁ%‘?ﬁ% heRS&)%Et\éﬂ c@%ﬁ% to reflect the

ar ges me oans S ng “gover nnent

time sftaelbl oasy. ODlszughrﬁg B tfld: oppusitalof cosipoundings as
coI | ateral . A "discount", when used In respect of bond
@,qsgouq{d'ml jsythe dpisrest raje the GsnirgleBamk (. the Federal Reserve

o LTS OB P02 SRR MBS LB
instruth 9€Psdollaterslef ers to a price bel ow 100% of face.
SSmlarly, a premumis any price paid that is above
1@0%disfoundtevhdBorsdd pn respectraf dendioe notennemealty redereso the price of
erest rat es

ri ces decline whe o, u
the insfhmeRl xBssEe s o diods oF terlard S Eoece P Whel  is said
that £b&Td NIsAGSRLSdisE R 86 RiTbrstBe: PRREBeloweFHhd4 bf“?aceor&mllarly,
ot her property or i1nstrunments held by a third party
premiuen @5 ady paivee paid that is above 100% of face. Bond prices rise when interest
rates fall and prices decline when interest rates go up.

The phrases "escrow assets" or "simultaneous escrow closing assets" represent
the money, securities, or other property or instruments held by a third party (e.g. a law
firm or title company acting as the escrow agent) until all the conditions of a contract are
met whereupon the “escrow” closes and the assets held in safekeeping are distributed to

each party in accordance with the terms and conditions of the contract. In the case of a

simultaneous escrow closing, all conditions must be met before the escrow can close.
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firmor title conpany acting as the escrow agent)
until all the conditions of a contract are net
wob@seuasn the "escrow' closes and the assets Pel/tiSions/013489
saf ekeeping are distributed to each party in
accordance with the terns and conditions of the
The fGI‘P(van%Cltermk AinH "@naARMs Afsudllp 'aEHllyt RNARUSCRELT OWhe delivery of the
closing, all conditions nmust be net before the escrow
instrugant ahdpeymbet ¢/0thk guirokpse grive anmtitheoridiing ohell beushbidtaneous in

apply. in such ¢ The delivery t he )i nstrunment
that nsﬁ%%ﬁ HeRivergrord ’E%Hﬁerwmé?epm% %ﬁ%ﬁ PHEhasoRYiRg nor any event
lequzr%ﬁaby (PE 18hu lqufﬁgo}é %eéefhe;zp% elt NEE ek SHER BV Gbdndd 10 have
nst runent's, pay e purchase price nor any
occuredemtilrsach debﬂbrpypdyh&nt andellotch kventAghd e hevd odcanr ﬂz@’c und when
thereat shall be deened to have occurred until suc

such deiverye PgymEal an il aHel Qrants(icie esrétted, drexl s aHaﬁﬁedeemed to have
e | I
occurpé:ac.sb”nu?t ge\'log)}g}c\é\%r)}g cflég’?htgg cle ss{gy d%el}a%)g%% da\wghzﬁz /{’ b’?‘ly%ess days
of theQ@ﬁwLﬂ&:ﬂ cBising| dcag)elings, inker ﬁ;hem@\aaatoméaeas@bt@%ewmd@esow will
not occur within X business days of the schedul ed
be Im’?}?@ﬂlgf%gr@kﬁ@d falﬂile 4’rlﬂg¥d§l dépesttoiiirent s and ot her assets

ngN €S
oﬂ’%iﬁﬁf’ V4 OS|ftao ond ’1‘?{8 Qr:Q gh s\ggw%{r&té/ is evaqg%ﬁa/enﬁ)gttge face of
certifithte O MRiruRGHrity is the vaI ue given on the face of
certificate or instrument. "Forfeiting" is a method of
f { Ferfaiting”(ini 2 methodedf dinan¢ingt(ivigy finedpedloating éhterdsatrate) that

. .elimmnates . all .1isks ling a receivahle on.a
ctimiriy ol S S se o 1otk Bflerhde b er et GEar y exchange for
1mmeé"é?e‘l§r Q@&P&b‘?@@eﬁh The phrase "fractional reserve

ng" 1s the nethod by which banks that are nenbers
oTha pﬁ‘mse I'ftacBankl eeserveehamkiag" nsathtamatm)ldrb)awﬂ]rdx:barmg that are

of depositors' funds in a non jnterest-bearing .
memb&&%ﬁﬁ@agab m?‘éé@r'\?éu“?‘i%ﬁ’;?‘%?‘f‘ GV wm%ft hanfdgpaitors” funds

. £ A
o o YTy ARl B T e
demanditriafungs back. dEhissimplyl@edns ued daek carB&mleoualtSeO 000 for every

further required to maintain a_healthy Tier | (100%
$1,00@ toginginedgn dm086f(10rﬂelewarfa|gy) aBanks aie ﬁurthebéﬁwr@épo fagintain a

. healthgﬂ]aig E@edét) 8?1- /Fa?ﬁ) bt h’iﬁrbeaflg} %r%ia Eleéif (, grcﬁ it tHé(l:{elS not 100%

at-riskg 4ag . apaa) t}ﬁ@@hdl@(ﬂészﬁi é]‘éﬁleh?\éﬁﬁlorl@e PreRkerfB@NdiSrelfR guarantee)
Fracti onal Reserve Banking as a noney nultiplier in

capitalinatiec denaiy e CgnirBalanks ruseeFrassiondpBsharye oBagking Oasaad money

mulu;géﬁxml? gmoeuetégﬁgr%g@% a h r%%g\r/e% rppél(mt@hf @L@e 2 i t g&t $90 which
the bOPEWAWRT th¥n &lpbsitHat Bhank 8 Bdnk B 1%:@&1%@@99%@1%&@ out $81 to

I'n the econony. The practical application of
borrowet NGi gke untl tthat bamksrgngfout sicgre fin (thmtelcyndimy The practical
yi.ng two principles of ktzankl t he | everage
I

appllﬁ(agala bEits pringiple is that fhankspco poreuii %ntbéﬁ?a&@p Iyipe tva Prigciples of
bankn%l.r(g?ﬁle leverage (currently 10:1 in the USA; 20:1 in Canada; 12.5:1 in Europe,

etc.) of depositor funds that can be loaned or invested (e.g. loans to the government
through the purchase of Treasury instruments) as explained below, and (b) the
Discounting or Rediscounting at an interest rate that is lower (wholesale rate) than the
rate at which funds are lent or placed into the market (retail rate). The compounding of

Leverage and Discounting results is massive profits for the banking industry, assuming,
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etc.) of depositor funds that can be | oaned or
invested (e.g. loans to the governnent through the
w@oslswse2 of Treasury instrunments) as expl ai neBChebms/013489
and (b) the Di scounting or 1Redi scounti ng at an
interest rate that is |ower (wholesale rate) than the
of colidk® tRdt YdunCefaulgSarar thalihine®r atPhaf@dondM® 1ERE. MRKBiring to
(retail rate). The conpoundi ng of Leverage and
Attacldhegonliignd Ir desatibes the praesss benksr usel toscreaie a profib o dgpositor

rons S P oS S B B e Y G RBPAEphR8 Frough e
centraf\bhAC BARMhe Pcefied barfls. dRSEFAMESK AN AL@ERRSNPANKZSUAS and A3
to create a profit from depositor funds through a

quantipies degsofif ache¢vable by barsksfbakddon thy Vayiahledidsswibetiindiigure A2.
mechani sm t hrough the centr bank. or noney-center :
bgmgbraﬁgfé.twen\gaqag o _gﬁe g J‘a‘gjfrééﬂ AR Ua tRAtgStumepth fpture vale
I - [ 1
o an AT 088 o 8, RERL cbn 6k B, Dl Rk RR SRt 1

other Wotdsy itds il fulire @alue M 'matafier, of b igcohty sdagn dhat investment made
returns the future value of an investnent based on

today hasqdoeit & compasrdas rappinairrestade @l thakutur ¥alstof a present

- T . 0, L5 r t, - .
ooy e PRl P Sine b Bl 6 YO ¥iiga Microsor
Exceltogaadineed wal réuPequinged/ 1aé ef &f inveétafeastin wiich:
calcul ate the Future Val ue of a present day investnent

t Ratef oisrth¢ intergsyrate permpgepdpnt , pv, type) [e.g., formul a

used in rosaoft cel (t spreadsheet.] will return

¢ RB B W e oL RaTmG R ClertRl SPRR TR Rac e &

EPRitl NisefiRSpaynddr Mede P& BeliodNPieTcahfott %nﬁ@tcﬁ)er RHSTINEE of the
of paynent périods in an annuity. Pnt is the paynent

made eawtigyeiliypdallyt poanortine ipamgpabeed irterest bitencodther fees or
t he annuit Typically, .pmt contains principal B and

i nter clken | PR Mol %@&voarrgwaﬁr_étsmugfbedmlgagé-

op tted, tﬂehgreggmawlﬁlg,e%} t'ﬁ'E’Sl'imH)e-sdrHCArH - tHaY d Selidd€of future
present val te, or the’ lunp-sumanount that a series o

f ut ur eppayemniswoshwight howi. hpv soonitleld, j1vs assuandd toexd, 0 (zero),
it is assuned to be O (zero), and the pnt argunent

nust band HeInmteagumepeanps beqaclidether 0 (end of peri od)
) A AN )
A

(al so GakhedymBaBlard dest nent Contract”) is a contract
bet ween an issuer (nostly a bank or an insurance

cOnifaHy) oc Ggparanteet inyesimyentnenntyantt Kalso icalied “Bank Investment

cor,poratio sion fund or 401 (k) plans that
ContiRE s e e8RS TRbF e B Gyl (bR G ThgtcgFompany)
comp&fPhhdla BYA ndthSolth fcfieR, oRSora@oH pakdion ALADKHDIL N plans that

I Ssuer takes all market, credit and interest rate
guaranteek 8 specifineaienafeeturenin the invested capital over the life of the contract.
Although the issuer takes all market, credit and interest rate risks on the investment
portfolio, it can profit if its return exceeds the guaranteed amount. Only the credit rating
of the issuer offers assurance to the contract purchaser that the desired rate of return on
the investment will be achieved.

The phrase "interest rate swap" is a contract in which two counter-parties agree

to exchange interest payments of differing character based on an underlying “notional

principal” amount that is never exchanged. There are three types of interest swaps:
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portfolio, it can profit if its return exceeds the
guaranteed anmount. Only the credit rating of the
WO 3®a@in94e f ers assurance to the contract purchRSEUS2005013489
the desired rate of returnidn the investnment will be
achi eved. The phrase "interest rate swap" is a
“coupS® WSt or Nexehimde bdixedunte forp@ohiigs ragr @etriMents in the same
exchange interest paynments of differing character, )
currengys dpsisnsveapslimidhe grehpnge of iflnaling gaterfer plpting fgigrinstruments in
that is never .exchan ... Ther e_three
the saff eV SR s S0 TRBRR L I S AR SV YR Blsgexchane of
fixed fad fhsti@mehtOmt ditdcurdérRy| BB FloUIRE e 1A ahbeB AR its simplest form,
currency; "basis swaps" or the exchange of floating
the twaatcentianting| patiendo rant enterest raleemwap exchange gheme interest payment

. currency;, and cross currency i.nterest ra waps"
obligef R M Bt TaR o pet e Kinds £F BRhipa e
Oftfe ﬁ%r“mﬁi‘ufn‘%htsﬁ’l R RYJERLRstt ANt 8EnerhiNthiat 8re issued by a
sinplest form 5 the two contracting parties to an
financialtipstgstion at e covppaexishengead tihehe inveheor progessy Mkeese instruments
obl i gations (no 1(10¥| nciﬁfal changes hands) on two
make p fhein¥FMENHRRITISHO Yaed 1q HEYG HFRSAEONSThe t er m
RS b Pate’ l%ﬁt?rrr’pord‘qlﬁR" RSthE lﬁ@@ﬁgé ahRud S8 ¥arned by an
that are issued by a financial 1nstitution or "a
investaehpdudhg ths Peeivdaiedd.i nnt Hdinanyiahinsomnpnocks SRR Besqual to the
. i nstrunents nmake up the investnent portfolio used to
YieldtogMaturitgnaadefingddelavs The "internal rate of return”
"I RR' s the av e an » VI ear .
T R atiiend CHaP o T Sttt o TSR P s teading 1o a
succedsflt éseFBRtcldsivgy HIAR shecigidsl®y ifQuddiethe Yhetighst ofMakuimeN(s and a
as defined below. The term"investnment Cycle" or
refinangipg [that nesdleis atnet arlyweagepradit aittbp snd eddiasly cyelea Cycles can be

e SEGT  EE B P L b T g
e84t iksuer” 8r ﬂ@lti%i%rapisfsﬁ&@’% BrCGBdra@ér},}gB_eeI%%nPBr 8@ehlegal entity

cycle. Cycles can be repeated at w i n what ever
havind theqaiehaytyite aftesiitsebnidy, mites, tnestqelirdericiiqrafe sate o investors. It

also agppfipoia BHIk GEdrtRar SBAIBY HETeT B aTedingt Gy dhprgtee for a
particﬁllaﬁfﬁsg&ﬁgrr 'vB\}fd & ao{tét%{i g'efiﬁd.bonds’ notes, or stock

cer icate for sa Investors. It also applies to

aTharignting rate'sisahe anshainleyest edté eharged by edfihareial basikution on
guarantee for a 20 particular custonmer, valid for a
aloanst at ed period. The "lending rate" is the annual

: glt&%t’e%sphgg\?etgsg?pﬁ{e gncgénea%n%itﬁf%coin% thﬂsig 'g%ﬁ‘hgy%ﬁéﬁ 29&%56 the

verag nance nean

returnt (iAinve§te® @ap e dnt Kank iy RIS ehd HR: SREMAS pARcHaBMEBY @cbank in the
capital. In banking it 1s the use-of funds purchased

monepynagkdsamibormovedelrard depasiforsrte Kisanesr inkasestdwering eenets, principally
loans.gﬁoaﬁg'lf Erg\frqssglgh%irf éigp%gﬁgrsl %o%%?si%_lggr%r alltnI%teassﬁcigltq Séhough to cover the
lender’s cost of funds and operating expenses, and yield a profit margin or spread. In
finance it is the use of debt or senior securities to get a higher return on owner’s equity
capital. In banking, leverage is also the amount that a bank can lend out with the
refinancing support of its Central Banker, money center banks, home mortgage
refinancing institutions or the global inter-bank refinancing markets (e.g. London Inter-

Bank Overnight Rate — “LIBOR”) based on the bank’s balance sheet capital reserves. [In
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| oans. Banks invest their depositors' noney in |oans
at rates high enough to cover the | ender's cost of
wo wvd®1|szrl operati ng expenses, and yield a proPCT/US2005/013489
margin or spread. In finand2 it is the use of debt or
senior securities to get a higher return on owner's
the UsHled Syat&afoir tiddtandeN a bank icag lerddever figefor evahysPl bheapital reserve it
_anount_ that a bank can lend out with the 30 ) )
maintpigsonatrchorkss [Fangs torofit frew aclayeragingaaioress, byindakelgnding available

o e T SRS RN LU Do
lower{-(gg;%‘gﬁt tad; €6y reBefin e Rhal Andtrefinancidd3IR1d ul@sRidh @fne as the

ank's bal ance sheet capital reserves. [Inthe
full 1Qileeeragt hasebeehmchiened ampermitted dykhe &ienirelnBardut A$20 example, a

bank 3% rE4aY 44 TBTeT PRcFBi 2F PRS0 HETHIAGL 085 g yment can
achiet &l gkﬁg g?d/fﬂ' Jral ® HABBn Vel Be@hinei it PR erival B8uming a leverage
fol Fowed by a refinancing (or discounting) of the

of 9 ttrabd ptoeeads, atcoat tootherIsgies ©6GMS% anteres( pyr arepeata regnvestment of

,, this | ending an ef i nanci ng cle until such tinme as .
50% phaa piaccadin Doy Ray A sk BCHal BPrigsepet irtendg vield to

maturkr?%/ dfe @?;'Hn&@? ﬁ%ﬁ%ﬂ{rie&sa ?ébeﬁtié‘gfég& of 3 8930 %Pgﬁ(?#gage loans, and a

cei ves a on proceed or fhe sa
bank tefihayieiag rite@dnclsah. i nstrument can achi eve a gross
profit of $1.09 million over the sane ten year period,
addaniong t@ valyerigghe amognt jogped (he peiagipal) gelagye to Hhe free value

I . of 6. 25% | nt erest =] t
or 3Ry REHLLBLE P30 19 SIS € poo e
value FOpreea@ea 909 [oNe taigaléel d to maturity of 4.1 5% on US
Treasuries, a revenue yield of 5. 87% on nortgage
| daristonendeentin ianket isnarinkg lacated it o nBen Jingngial center that
s the

. "l oan. t alue" i amount . | oaned (t.he princi
partciraf ey r, Boifgniiieret ot " Fu TR OR! RE S uBRU g oney” Cehrer Banks
provi@@bhall Abnal Balks Rith ¥RAkAE RAQQeSHEIELHBY R/t b&ks do not
having a $1, 000 face value represents a 90% | oan to

have.val ue. A "noney center bank" is a bank located in a
rrg.jlhor fipancial center that participates in both
n

F&STE) "IAYA IO 8PRISSi 1878128 kbt lacksRE parp acontract

i OV 3 ' i tahy ' .
with PRBI P2 SR, a8 B I ol HEPRK] At comen
of boilnehé¢ eriginadandt thentievappiriyesnd @2 prhageastmdnt taf: ar{ blder debt or

. replace one party to a contract with a new party. The
obliggiipnavitba newgRePers both rights and duties and requires

t consent « DOt .01 gi N .
(B TR Bl Sl PR BB s g EBek M option

the rightt(BuendieMesblaneion) MpurePdse @QrreAcied ! finandial fut@lek, or securities at a
option” is a contract that grants the buyer of an

statedoprit@reatlné the geer¢isatprivet’ tihehisbinveatiorers Celd Ppiiarhisse contract
betwe%lfllrt%gnpgirgrﬁbr”f é{?ﬂa [[11% aglgra];r%'é:temiﬁ Swhich tRE (Egl#aru%&)} %?an?g ah option to the
grantee to call (right to purchase) from the grantor the investment or loan portfolio of the
grantor at the exercise price prior to the expiration date of the option. In a Call Option,
the right to exercise the option belongs to the grantee, and the grantee is obligated to
perform if the grantee chooses to call.

An "option to put" or “put option” is the opposite of a Call Option where the

rights and obligations of the parties are reversed. A Put Option obligates the seller of an
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stated price, called the "exercise price." In this
invention, a Call Option is a contract between the
wO ganias? and the "grantee” in which the granP@r/US2005/013489

grants an option to the grdhtee to call (right to
purchase) fromthe grantor the investnent or |oan

optioP®S b lal Forfblib N 1IBEANbOEc AN MreehitRBeP ch6@seRtb ¥kercise his
to the expiration date of the option. In a Call

“right@pssélfhyundenéhe dpghin.t o exerci se the option bel ongs to

t rant ee nd the.grantee.is obli

s ﬁgpfg?'aﬁ i BriEC s ERetie prigt obfie Gl 86 T, PRl fption. In
the ca'éﬁHf a '@Btloﬂ Stis LIT gﬁ%ﬁbé Ericf arftl etk Rt bﬂi‘P\ﬁh@‘bﬁon it is the

t er| tions of the parties are

sellingpmeafsed A Put QOtl on obligates the seller of

anoption to buy a portfolio of, |oans or.. Sec ri.ties |

t HBS pRANtiFARAIS ¢ AboY@BsacsiogaTdicipants srofer (g eﬂlaﬂlgléiiuﬁsor legal
ent1t1el§nt‘ijl§{ cgg?p?tgggvﬂgfa ;{%ﬁsaégE’)fx r?lQn eF'tE %rQ%%Cae trah§alc'illaﬁ closing. It

mcludé@&ﬁleocﬁr ﬁlofé'iltﬂanﬁ@tlbﬂnnaﬂelget@ inRestps, Cﬂ’lmlamrmgtﬁua@ﬂs,l Render/s,
the case of a Put Option, it is the selllng price. The
eSCfOW@&?W%ﬁ}ﬁ'&ﬁPSeW%‘Pr rep BHYSIG% i on partici pants” refer to

R[ gﬁcg%\é% :juﬁlt}ingga% gf{l’ TN %%etnp%% w%?qu rb%‘frower tl1edges an

0] crea ansac Ion clo

asset, |ds ¢dMakd+E s ONCe it RARrdst 30 SARNUON foFeN 8./ SThe Pledge/Securlty
investor/s, financial institution/s, |ender/s, escrow

Agreempshigtants ebq lenderyeesgcrinr intespst ibube pleglge¢\asset of the borrower until
the | B‘ng ed /securi ty agreenent” is an agreenent in which a
e log ISISHRE- pl edges an asset, as collateral, as a

S@RUT et PUrRfolRt (oT ﬁnln?d"ﬁe‘fnsﬁﬁheﬁtsl %@nloaﬂ)eto descrlbe in the
Pl ledge/ Security Agreement grants the lender "a security

inveniion és astinvestinhet pbrtidiedthas sensiging be three rfowarialiproducts termed
the loan is repaid, The term"portfolio” (of financial
herein) ?‘%@Fh“@ﬁ?‘é]{) P%a%éﬁ‘d&)gdescri be in the invention is
a i h [ [
e 2 IPE BN O TRl BT AB RSP I ESirgd eqgh low
analyds.ahctallatdhedagismalyy €S payniattwe stresmaffpaymehaambatts due and

is w del égused I n_di scounted cash flow analysis. It
payableypicigmag ByUreqdpass disapanisd l?)faﬁOIf!ilﬁg)W%tm%ﬁeStsltaFee%dléﬁoum rate. In

other ac%ge Nt jé { eg-tx)eb&ttﬁ éjrhjoeurﬂqﬂ ?r%s of'futﬁfens%}rH%;ll{sco%rﬁ\ today. To

scdun oun eres

ca]cul‘é&t the Pl‘bs@ﬁﬂ"&/falu’éobﬂsa,n lrivelst&letnhfbrt tsate QB URSh tf@Ls @he formula
series of future paynents is worth today. To calcul ate

PV(rathepeppestdiitypal[eg. of used in aMirosaft Exeeld! sppeadshedst welhstturn the

| a PV n,fv,t
preserﬁs"é‘g"s‘? ﬂhaél IW%SII%%‘P {n g?bc e( tnﬁ;er sgr ead\s{hegltof) WI[ Iel gr e?ir n

U RGtePT BRBint¥RsUGLOperderiogyest ment, in whi ch:

Nper is the total number of payment periods in an annuity.

Pmt is the payment made each period and cannot change over the life of the
annuity. If pmt is omitted, the fv argument must be included.

Fv is the future value, or a cash balance you want to attain after the last
payment is made. If fv is omitted, it is assumed to be 0 (the future value of
a loan, for example, is 0). If fv is omitted, the pmt argument must be

included.
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Rate is the interest rate per period. Nper is the
total nunber of paynent periods in an annuity. Pnt is
wo b@opagsaent nmade each period and cannot changBCDVE2005/013489
the life of the annuity. I|fi4pnt is omtted, the fv
argunment nust be included. Fv is the future value, or
aTgees hishiglk aH@ebey Qllgéfq@%f p@ichtar N (eddigfing M peaidd) and indicates
paynment is nade. If fv is omtted, it is assunmed to be
0 (thewhem paements aee &fe.a | oan, for exanmple, is 0). If

fy .ls,omtted, th nt argunent nust be included. Typ ,
4 TRUREL ihar s R oHoh 2 BaD BV aBRs ngngpt & Poor's
MoodP&' FipdhcianNGelvitds CRE @S RAARSS, PAYIEBES A EhdikiSon/Bankwatch or any
rating” is a risk rating issued by such rating
other aigdnecegniasd Sttangdasttugoothat syalvbieslyhe sskiohdntiultl of a particular

. ggfvi ces, Fitch Ratings, A M Best or Thoppson .
issuer B ALY OF TRNTGIhA BuBh P OhAi FRELIE] Pghce transaction, the
risk of Gsthhitt B%ée‘ﬁ% 4 Eﬁrticﬁl;éﬁgtlﬂ@étﬁ%. tACatidSEanoditiE baBhied¥n &particular
particular 1sster of a security or instrunment, or In
issuerton@ncasetioflamsestiriyodringicirhemassmed by ansssuei.on, the ri sk

of default based on a particular structure. A rating .
cAn refinpsingeishe @EPcsrs of arinceasariquditeby aslling discounting or
narti. e i ' t. .l L.ssHer

e BT ERERA 05 R oL RGBS B Bl Hbuency o

bank Wilflwhabietsy 1day se€lidet Y, cetahc 0oMdteng Ben Plied Grdighddind “refinances”
) investnment or an illiquid asset obtained as coll ateral
itself, foyrcanveging. themeperetitllajeral ipimRrashi thet esiklee selesdry Bledgingdn turn,

) ertain,col teral ,, then. tugns, araund ajn ) ’
e R B LB Wiyt BSRube B AP e orrower in Custoay
progré%ﬁ"dr% Q{n@{h_e'r Hafk GRSt IMatbARNAE hakent R@Verﬁh%@@ IAtthchfment A,

turn, the initial borrower's collateral, to the

Fig. AQetduserabesBhe kracaskeof hdvebamsre Hnmnceither@ddvesdy” progr am
or 1o anqgther bank in the inter-bank,éoan ma

rket. .
Ref SFPYHsH AAFGCHMte At IEPOFIgf comentieReiepe e seffey and a buyer is
an ag%%ﬁ?%&hﬁa‘eﬂ}oﬁﬂeb&ngﬁ abiebd %"? rERREERL 8&uritfds at an agareed upon

“repurchase"agreenent™ or po agreenent” bgtvveen
price &el, heualbndt asthedeimé.s an agreenment whereby the seller
agrees to repurchase the securities at an agreed upon o
p/gi Feverse anpuify| ps desgribed iy thisdnventian 1s Aepresspigdsly instrument N
1. It @%“in‘s%ﬁ-ané‘é irﬁf‘rﬁlﬁ{fh{?eadsekﬂrig“i'n&rhn%ﬁﬁéﬂ £8ah ir{v%%fe%?gk?oq)ct that
y 1 nstrunen ItV s an insurance i nst runent,

guaraeedtd tpayi o8t b usrenigrad sadhankrériée Stali@Ninpiaddudt tHeh&tvestment
guarantees to pay out a pre-agreed cash surrender )
produgtaisyedegmrshprigr tof maheity nvidst predectgraduadly buyldseaemgeagsing cash

s S P Eh by PO BT S B, A e o
accunffdted Ni@tdredt | edrR&E V@t UBe alfe "B WK tiXvestEAUSIMR @hyment of the
redemption price at maturity is contingent upon receipt by the Issuer of all annual, semi-
annual or quarterly payments due by the annuitant or purchaser/holder. A Reverse
Annuity product may offer numerous tax-deferral advantages to investors in a high tax-
bracket who anticipate receiving regular future income they can shelter by making annual
payments under the contract. In this case the redemption amount at maturity consists of a
bullet payment that returns to the investor all principal amounts paid together with

compounded accrued interest.
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accunul ated i nterest earned over the |ife of the
i nvestnent. The paynent of the redenption price at
wWoRaodniwy2 i s conti ngent upon recei pt by the | SBOBUSZING/013489

all annual, sem annual or 1§uarterly paynents due by
t he annuitant or purchaser/holder. A Reverse Annuity
PAOSSAd R Yet?érl 8f crbd®r QUBCERbr ddankr gﬁar&ﬂ‘l@’ﬂ B968) tsOa credit
investors in a high taxbracket who antici pate

instrumegedva n@ptrrggul @ntuire)t ahligation ofithe hsyng aanls reinake phyment to the

desig il Dl T iR SRPkston (i SRy g At & botpmy as called
forth Biddrahe QﬁrYﬁﬁEBf at&ﬁha&et 4{ s, f@ tthliheréaﬁ‘(‘!rﬂasatrercogg giered off-balance

princi pal anmounts paid together wth conpounde
sheet Heldtitiedin cdrep@ste bhnk&taprtdbl;o -dsstttrationf ShCedxrtBGs( &IICB)):lude such

or .' bank guarant ee" gﬁrl s a cre}ﬁ i nstrunent _ or
terms @g ¢ yRgahle. pﬂ%ﬂr@et&na&ﬂra}n@ e Grisite qogl IGORE: DA QroBGs can
be us%ﬂ% crBdy mncEﬂe%{1%sgS§1' % %g3Lp§ rf*&tl‘hkec{ﬂﬁ'i&’an% bPE borrower. In

S custoner e applii can o‘ber orm as

this cqs@] thedehddrthilunsiesallyhidok @b Mhe dsuidgdRinkraache cllddssisk Bither than
this reason, are consi dered off-bal ance sheet

the strepgfigiafithe b@rrpwe%@h@lamm@eﬁhnﬂ@&pﬁ BGstagnadsoche degigngd so as to

Cs or I.hclu uc vocab e,
conveﬁnco nggfﬁaP%PEa“ fd ﬁgsqagﬁ lif% \ﬂné’reoc? glbrlgzglh(%n ORaY regardless of
the corbifeon®bf B&ofm@dhce Qmuéle@l c@ftrdet . WiherSRRARRCRIRBL pay™ letter of credit

instruments to secure future obligations of a

or bajogpaaeiee b stk stheaSkeC arhBG perdienmswihic] samsy faiclign|agak security

ISSUIn bank as the credit risk r ther t
mstrugl??feﬂ@f U s 'GP AR dfie ! P Eohdnhdiat may
prevai‘?B&v@eﬁQwG%aﬂ%'tgﬁ%nﬁgctas to convert a "contingent”

obligation of the bank into a direct obligation to pay

r'Ekg;@rtm‘heésymhemhasm'hdefersom tof arpess‘ebronmmtéolum@érassets that are
Mact When such a "di.r 1%% Letter of credit or

acquingg tfQaihAp¥e WROSES¥Rlg is i eIRRsspisy Pugth@s (speurities, in

combﬁlgﬁgnf WGES QH% ASseR iSERUTS g}é gﬁﬂe éc lh’g& AHPHK % art%§ is said

yment at urity regar I't1ons

to be nmwypt}eﬁal dssbetimahm theo vaRkt ise&rﬁﬁtz@ll)ﬁ O:ﬂéa‘tabt Fdih example the
term"synthetic asset” refers not to an asset or
smultﬁemwsmur@haéﬁ ohaseal Optian and salecefud PeldOptien oo ths same s¢curity or
Iue is linke ass

1nvestrsnggglpplt1l o credtes a n%/nﬂw geb[ rav1 ﬁ} &% suc%{le in terms, of capital

gain pofendigl @ﬁ%ﬂﬂﬂéﬁﬁhk%e@@ﬂ%t&@ﬂ and therefore, is said
to be a synthetic asset in that the value is

ath¢ farmi "araqsachemmmagéo fasxtherplimpose pethed myEntaerersders to a third

. C. Put ti .
party ifiaEorocnefl e asrBires Be e vt 4R BVer@iins gogfolio of an
invest®y mcbl‘ﬂlétﬁlg‘sgﬂ sPRYHO tdilF-Sa® YRUHEed Nah@" Thafbial products.

capital n potential as the underlying security
Slmul'tanselhsﬂy, ﬂﬁb eraherotoh tmaregac ddquiresan e ich todiut tthe agquipdgertfolio

this invention refers t a third party individual
to a @erdewﬂm PUYHaPr 48 dtslinascard wqrtfﬂh@ Jogzd fory p-agreed terms and

condlﬂl&\é.e%ﬂﬁngf tROELH] @ﬂtﬂ)n‘ljndalﬂe Put Option are executed simultaneously via a

Simultaneous Escrow Closing in order to eliminate any and all transactional risks for the
Transaction manager. In this case both the portfolio to be acquired and the cash
necessary to guarantee the resale of the portfolio are held in escrow and the closing

occurs simultaneously if both conditions exist.



10

15

20

25

30

I nvestor consisting of specific tailor-mde securities
and financial products. Sinultaneously, the
WO c@ada®Bt on nmanager acquires an Option to PutPth@s2005/013489

acquired portfolio to a thiltsd-party buyer or to

Ref i nance the portfolio based on pre-agreed terns and

CANtiri1$t0NS an begaAldayioh h&SueBY cofBinednyah Gr WAghifPdtcothdreal bank,

are executed sinmultaneously via a Sinultaneous Escrow
whictOsewigaged as atrasiee, tilusiaryrionagant dywithaveccaalflict of interest) by a grantor

. .. transactional risks for .the. Transaction manager. |

indivigh LS Goa By G petriariion o BE% sl Poday” (nBustee holds

title t& BdpeR§GRISATY thRt SHAERABHES: HRSBNEAA LarlfihdrPRrson or entity called
portfolio are held in escrow and the closing occurs

the “Benefictaayiestis| y i f both conditions exist.A "trust" is
an qrgani.zation, usually conbiped with or within a )
c%wﬂgge? ipdeptnge %?%ﬁg¥e§n&%éﬁ%td?%%bl&h€i (fag gist and appoints a
trustel it UENAEY ¢ .as?%?'a t}(e"\frflé?. rl‘f% ﬁ}Qﬂgfo'ng.tsetoffOﬁﬂhr}E@'bS%)s Hh trustee
grantor 1 ndi vidual or legal ‘'entity In the

and estdibliighies theahiepest of tHer Biateficinnids itheassat heldAnttiusst ee
holds title to property .under the trust agreenent for

t H&e panetyieldops Bprst espings thegstugp camer by acpgrifelo (lean or
. n H H / H n n H t n i' r n
s BERPLLFLARY B 8T apnh pb el ARG 5 Ay Afmoun.
Wher@Rage réspectagsgiastiQfiat feutifyUslg. albosid BF @\osd) aisordRilly refers to
forth the powers of the trustee and establishes the
the yiekkternegivrinf (defisedBbeleMci aries in the assets held in

trust, The term"vield", as. L, her.ei n i he retur .
IPR ey iR mAdsty] BEYIRT; AGuEslenfs FERpIELLL Getermines

the rafSoPReuaARuahvaesICoNt Re8vehif 4 [hgoehal ﬁ?éreétfﬁéﬁﬁh?‘?mesﬂﬁent, such
| oan anmount. Wen used in respect of a particular

as a bead or hote, (seredd taathb omduiity dateolt égkes intnacoaunt yhe pirehasetpuice, the
the yield to mturit defined below),. T hr age .

redem;mog?/yﬁltl% th%tnmq Ecs,maﬁpx(ty,ﬁm-cogﬁgm iyéegm?i,t Q,pc{] ﬁ@ptprap ﬁqsf%een interest

paymERa! _I@%E?x?i%g%%@ %lJe%ﬁnQﬁeg{, i 't BRcHINGSRCd: Whikh the present

receive l'ong-term intefest-bearing investnent,
valuesafchll datuae lpapchents wotld, edual hied ghrésent pecermif uhé thondadrenote, also
It takes into, accaount the purchase price, the
knowp gg dfptifonltainelicit @ssumps thaf GaapaRs a5 reinested ablbs Y TM rate.
yiseh [ e «het. L.NL eLes y .
Lo 300 SR At P Robo R S iy ks

periodiatigtefist phyraénts bet PEREEN soldlave deép alscofinttfviérd iBaEENAISe. The
woul d equal the present price of the bond or note, )
buyergifsyclk acosiris reqeevasiire rate of retungdlyi griedval appeagimsigntciake security,
. ,couppns .are reinvested at the Mrate. A "zero coupon :
whictg §3BR1RG 6 G IR BETTHEE of soOGEd s agtl o8 o (R ecuriy
can alSRKES cRAtdIERY QR HinHRY BShAciPAYSEROInAWr AR R itsScoupons and
sold at a deep discount fromits face value. The buyer
sellingfths sicipped peinaipat ys recsd vaspanhiastramentof Th@ptqqessbyf stripping the

princ PP BBl AL LR Sh e SROUTLLY ML L hpingdiferen
inves@{ - offedR/e® i§ WRARIGSRWrHdd to as stripping.  Stripping results in two
separate and distinct instruments being created from a single interest-bearing note or
bond. These two new securities are normally called “Interest-Only” (I/O) that has the
features of an annuity product and “Principal Only (P/O) that has the features of a zero

coupon instrument.
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can al so be created by stripping the principal of a
bond or note fromits coupons and selling the stripped
w@eionoigal as a zero coupon instrunent. The prPCEES200$/013489

stripping the principal and7the coupons of a security
for sale separately to investors having different
| YRS STBRW 9B) REdilsVES the iMRnEBA! %enreiadfl@[ RE ihPer@®n includes the
stripping. Stripping results in tw séparate and

designlasd implemensttionneit Sndwiialgransadiondwhicbrwlzeséxegheed as prescribed

.interest-bearing note or bond. These two new -
hereir, gaf] cfased STRVIATHBRTIMID Foan Bl Teeneshetanpt for afigarticipants
. . r 9 o . .
i 13 008 DER SR TES oy BSOSO s o
the in@emiean iriviodtes e nisudncanamy saiowt austhet-adde, epecidiB engineered and

i nvention_ generally, the invention includes the design
undergyiften $pe U HESS A ORBY INSTrUBePISAs EEsEribed By dhis dneatigRi ch
reseryb |, n .clo .
o FE) PARERHER, 37 PCBBRGY, ARIPARL Oy RO *REhds, gpe tiensed
transac@6n @hdnapar o €odqrditate MM bbperes 6f te @insh@sen oid BHd BlekiAg! plus at
but only an upside potential. As will be described
least gy erwnorhmviestpe/ate epquire/bieviestiohe in 88 ietncdayatosiyg engfor more
cust om made, specially engineered .and underwitten .
financigl s HHEYS gp HHRERURT nee iR At Indte Bl msltimsbly: gye Shiore bridee
lendet/§¥SPidvie thEREfiRACING loR8 1k ndrB eBcrloMPhdgedl/s Telkbt h 18&AMH) to close
transaction include one |icensed transacti on nmanager
the transactooy, divdhahe ontoraspébuyerafatirbiail) tabgabadkothe aniginahassuer repo
cl si.ng, | us at | east one or nore investor/s to
to ret‘é‘?:gl?i‘fl YRESortfolio in an intra-day closing, one or

MPhe ELMRIGEAIcohNSE! bH QRIS b HERUAHRR RBENTLLkGRd by the
or tinanciafl” instrunments, one or re bridge lender/s
participanpr ovisequentiel oeddrnanqiresgriboedehedeinmane wihriher apesyriae legal
(e.g. alawfirm to %I Qse the transaction, _and one or
docurpggptaiongwill gypeanice aprofigfefialh Pardcipagishd 6k PrYé 1o ghgfiankeed for the
. ' ' ' r o I
sl Y8 SRR bl LTSI e TR R s
arbitridts thatimecigadhsonen enntmte iakome deeamapraessedlubedith a lower
herein, and with the appropriate |egal docunentation, ,
cost refindnciigacambwdavigr osystern of patsianganatls et phiavsls tirfesecures an exit
rofit is.qgquaranteed. for t i.hvestor. the transaction
srate i boek S AR BRI 48 B RO ab M RE Pl by Sent B8R
PREf#SAg tdHe RERIpId BASS, WRRIrefBiresa] HRUMBACNsREc@w closing, the
future Tncone stream (present value) with a |ower cost
followieg istepmend grocessebirgsatis m & guarasiesd profuffopall sransadtionphgicipants:
at all.l|.evels that gsecures.an exit strate and . .
o | OcRutolS B shupmeafe.sae i oere pebRal €y ST Bhes is acauired
U B¢ ah'iADSAGT fo? IRl RE 1% ! ThE RR-EXATH & s@#e%"‘ﬂwitw_‘ﬁr@-@elected
requires a simultaneous escrow closing, the follow ng
stijpetiandey adensenl iestdgess icreatedyfoarlasttieneht X Ol iwhdrethe face
all transaction participants: a . A portfolio of L
c i@l Rl BB NSRRI 1§ ideBuft e o ta ijst1xPay eapaymegt obligation (the
! E%Q/glea[gzb);'tﬁe ?eQ/gHJgE %’ce value then becomes the value of the transaction where
a refinancing can be done at a lower interest rate that the yield; two additional
instruments are engineered with the objective of becoming the collateral for the
payment obligations to maturity of Product N° 1, as well as 100% of the future
interest payments over the life of the refinancing.) The portfolio yields an average

IRR which is greater than the anticipated refinancing rate in (c) below.
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by an investor for imediate resale. The portfolio is
designed with pre-selected objectives (e.g. a

wo dovaned4at | everage is created for Instrunent PCT/USEES/@13489
the face value of the instrn8nment is a nultiple of the
first year's paynent obligation (the |everage); the

b. | RVRLRAE R GRanugé hoh@ak&eaeMBSedthenty M Wee @faniR@on itself, but
transaction where a refinancing can be done at a | ower
i pro@itesmplatheougiathet dreatisinedfor syntleetdatbitiagaayhere an option to call
i nstrunents are.engi neered.with the gbjective of
B SEaPT rRoHBHY B k] Brtha s AR At TR Rt 1 ons to

c.  TPRG Whdate iRl 1L R rat Iéhé-ble@ﬁae}"@éﬂsa&?onlglg%gr th R efcideWi€ option
i nterest payhents over the life of the retfinancing.)
Tioecaflahe pottfadioyofehe mvastoaeebradpe Ib&Risvdrranized st gi@atranterest rate
than the anticipated refinancing rate in (c) bel ow b.

Athap ghsRR ﬁ%‘iﬁ"%ﬁfgg‘@éf‘e WYSSW%H{%QOH@%]%vest nment in the
tpa ' 1 tse b p ' ' ]

d. ASRRPEERAREbRS the WonDliflclod Sl b] SUTHERICHEY through o
calclirityisled gy &sdseignmeposf the linesirsertaioetieiib wi the baideeverder.
cost refinancing. ¢ . To create the liquidity that

e.  ef\fBI &t esrsovrdasBgt iherbrifgsalgader exessiseschiseomion wppitothe loan
to d the portfoldi. f eyb NV Qr I lgan ... .
 Borf Bt e B0k BBy Rimb s 1 e B nlie e QFaaPRE which is
defehiée thanltRemmbentd sfBs gt portfolio. d. A full
def easenent of the loan (principal and interest) is

f.  athé evigihal Hssoaylef dnsfamueritty7 g eapyechasesstiegloan morygplie Heom the
iﬁrvgstlmsnt agortfol io to the bridge lender. e. After
t e EPASL LR SESREMt he br | dge | ender exercises his

. OPbi O LAdRBhalt REsH QRAsREFADA! bRid! o LR HaRURTioRT manager (the

g
instrument N 1 at a pre-agreed strike price which is
gdi¢ftrerce thewmeanhtbe dmewaueodf thhgoktdalim atf mathhiey emd gienlahn to value
i ssuer %?{)g instrument N 1 repurchases the.loan

porthe GANSUEHATT YEUS P a_&gumﬁagl 3 JONRIGR pgReceniFgrexecuted
A AR LERRAa? %%ﬁsﬁeggﬁdéﬁglfg}\&g OB [iftefRE 1p the portfolio of

ransaction nmanager érence between t
vahdeelydig cbiatpel tth ahe origdinatedssuartyf anduinieat NSah, ted retires the
val ue + the cash surrender_  value of instrunent N 1), a

nlatitifyoter Hipr leamen the Bodksed theansagtioemavegesd « hat

transfers all rights. .title and interest to.t.h . .
h pBRYEST e deildepPiaity enirdipalt BoCRins Gidifihaissued by s

| @SHaTt Wnek, Bk ibdiRMenN hhs baewl cffeétivedp rdpiecldsed bl iitsyissuer, and,

for the [ oan on the books of the transacti on nanager.

has Bahatlseissher isoreqhiotd to toierssi the aiiginalsaccowsing edfat when the
its current owner

i gi nal |y i ssped b th
| FiSrmsEhtan 38 db e HoePHIRTIRITE PEIPEHANRS ¢hythecgsh surrender

| $AUE the ¥3er RBr&URNLruh &R NS $YRIm K18 bo8RYI TRE drcess results in an
reverse the original accounting entry when the

immediate (a typically substantial) profit to the original issuer (the difference
between the amount collected at issuance and the cash surrender value paid.)

1. The original issuer of instrument N° 1 has the option to hold the remainder of the
investment portfolio to maturity, resell the portfolio to the retail market at cost, or
resell the remaining instruments to the issuer/s thereof at a premium.

The above-identified steps can be repeated as desired to maximize the annual return on

investment for all participants through the compounding of profits achieved in each

-

successive transaction closing.



15

20

25

30

i nstrunment was sold. After paynent to the previous
owner of the cash surrender value, the issuer retires
wopebnwIsnt N 1 fromits books. This process rBST/UBR05/013489

an imediate (a typically dabstantial) profit to the

original issuer (the difference between the anount

CRhliﬁ\?)bﬁaimaéspea&jf&ﬁ@ Shcst ANEsHASN oFWhe BIVERTIoN Bhdd Sninimizes or

paid.) i. The original issuer of instrument N 1 has
eliminates anpytdndnalt dowoside trisks femtiieritmsaasiont manageviestndeinyestor’s, is to

OB B A TR B ek STl 18, PRELLOL L0 A8 whin 1
ol syt [ € e '
evrsh P8 EVTRAP b LBSARES (L RPESOD My PAAAADY fRacr

investogX estrae adrecraamsaforr edchr transactiow gstriigpantf Gnvedtdrs, issuers and

participants through the, conpoundi ng of profits .
lendera} o dse HaRICHAR: K S EXGRTYS he Sﬁg%\%&orlo%ﬂ@%lémg%typwal legal

docunl:le[mé)[{o'ﬁ? MCI@% Fe:%aﬁf)pihn)%s %?Egl‘ﬂfseﬁ nd 1 R¥wh e uRse g?gllefi in the art.

inventron I'm zes or ellmnates any an

dOMO Préift Farsk Srdn@ictidie ntahaggast goarameeddsr 4% aabitrage advantage
investor/s, is to require that each transaction be_ .
betwegn Bjeavieldrayerageiahtha mvepmenepeitiohodPolIsHYMRAISAN® I sN° 2 and N° 3

yarant eed_ b [ti rage,t - .
(rR JHETARECSGyBAYL L2 B SRR, SR RIELINER By g gumole
calcul2G6REMBNfoH oMOran@akd 16WaNERE b edTirRatingQaMad interest rate of 4.71%
(i nvestors, issuers and | enders). Each transaction

in thecfobloiminng saqpler esdcul dttonsk.e Simdeothednansaeianymagagsir arghisgrates both

e rSEEaR TG R IELSL IR bR RRRHERE 8l an immeciae
refinaREiRk ithat! @ivarstd ?&"’tﬁ% LR IGRATR e trihsIMASPHaRSkrBroBR from the
arbrtrage advant age between the yield average of the

transactiore s¢ demonsprated mlow Without asy castrenitlay Nntis par2 and N 3
(IRR fo hese .3 products.= 5.1 1% 6.25% and 6. 25%
rggwé?éw@rryan ANYGREOT sl V@§| B SHRRIES oY e iR Wy to: (2) an

: . r : [ .
oo Sl U635l PARRC) 88, GO | PRBERSH janager an
optiorSion&sl thB@ottfdis@cictprooahopgen topatitgsthe dheastdrds bptibeal) at a pre-

engi neering and synthetic acquisition of the portfolio
agree¢ sirtsiensteeWwhiph &ngicaes dhast 1Be AgeTagaciosyot Wgtinglapmentp shag make-

ositi.ve ¢ flow The tr t n rofi
up RGO el e sBin A ERM T CRRRAR ufbRobt huyggror and
the tré@&dtiAUhhipeP thad bfe@tfely fgﬂ'zhﬁnﬂéé@iﬁat tHeGhomdysifor geteerdise of the
achi eved by sinmul taneously entering into: (a) an

call optper tninagerevbeforavhehinyéstont isangenad ©rmakgtiganyediment (in effect,
rants the transacti on nmana opti,ion to c

ran ll.the .. .
when S Srngy s RO Presoal SOUERShELBagEs ByetRet bR fapbination
of thé %g@i%' aiekie @fmtﬂta‘?k@é‘é?r&&%wstcfdsh\% ?ﬁé{éﬁte@@'a‘:hribl@less-principal”
greater than the aggregate cost o he instrunents

investhieat foreke inyestoe whordvwm the postfidliq foy aarxesmebvshagr reenbafore it is
bet ween the escrow agent, the investor and the

resold orips ukerdy Bagidager that effectively guarantees that

P 'ﬁgoﬁésmfagé thb8nGE&EE FEnd abfifable for an intra-day closing, the

investor can make a substantial profit. In the example that follows, a 103.5% option
strike price means that the investor will earn 3.5% of invested funds in a single day.

The profit for an original issuer of the reverse annuity instrument N° 1 (to be
defined below) is guaranteed through an option agreement between the original issuer and

the transaction manager that grants the original issuer the option to call the investment
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call option is in escrow before the investor is
required to nake the investnent (in effect, when the
wonwedtisnt i s made, the exit is already guar an€CEEd2005013489
escrow). The conbi nati on of20t he opti on and the
si mul t aneous escrow cI 0Si ng guarantees a
portfolib lo? Kﬂ@ﬁ%sﬁﬁﬂx&?hﬁﬁé er withI¥ @S g@lﬁ%d fp@floa b€ tin{vred- Qhe Whisaction
owns the portfol |o%or an extrenely short tine before
closesiih ebsrome sidlandovhanthi wptian dagxdrased .thé&profitdor t’rg: orggdnal issuer of

thelnvesto dsa ailable for..,an infra- .
instruBERN g, lstaﬁ@evwwg rrefiEaeeeng of utBé%“é{htquP“ﬁ%bfrPP’. ts books.
The aéc%uhaﬁ%gﬁ@gg % eoff ?ﬂ}]‘%, br;:@e\/\%?fthgg ?gﬁ%k@g lﬁé' i§Gument was
ongmamwesltdedmfm ﬂCéSrdsﬂltmngdn@ﬁe tl@ythe Thsh pﬁ@émderf\@ﬂueapayable by the

original issuer of the reverse annuity |nstrunent
issuer (it dessethgie tharatropal enljected when At Estrupienbogl s o&thie&fference
betwefzt? tﬁ Ca{l1t bgérrea\éﬁg gaentrdh atrc!asgll A renjl(feﬁg\?%hrlgggan(ﬁ kF%Presents the profit
immediaR1Peirhed by %@@ﬁém&lﬁ@sdeﬂﬁﬁﬁkﬁﬁﬂfeﬁﬂmf10| io of the

transacti on manager within a specified period of tine

afhepraftidor a dnidge densier & @@é@ﬂtﬁ‘ﬁj dwewginan pptiem aglwh@ﬁnt with the

ti.on is ex t he it fo
origing LG F ORI ot CR1iPep SR B0egr bt e e Bption to pu
the lo&BhbiRIMBND (RE ofibmaPVBudr i lal pHER Feefdrs@ﬂi'ké picd ARk gréhi@r than the
accounting entry at the time of the repo reverses that

loan pd«medwh@he tikle baW@tenmhenmeWas laani ig inrealielapd $lo¢ dmeth boaniyewrtfolio

is resé@; ng%f:%te t gssptggl%tp 1tgrr1] Faggcgesnpq{ﬁr% ﬁgpngxﬁb%: tby a pledge of the
td

e, B0 L0 e Y0 o Shid e

due apdipdyatdpresientis tdaa. piThé chmbmaexdmadifetm dxfeasechehy ahdhehe option

original issuer of instrupent N 1. The profit for ah
reducggy ‘ihéglénqleérﬁd’éﬁk e thi 4 dhe abdity 19 dhig wrlgmaépﬁusrhto pay the exercise

price ?géfﬁ%:(g)t“bel O\%gr? r| gi nal issuer of instrument N1

grants the | ender the option to

PRér theexh@ple ﬁQM(ie@ eQow OtHefallowirg diiiorisSip@y toaach transaction.
pre-agreed strike price that is greater than the |oan
With phecaeapsionThe omlgks BDEt dedroughe N ﬁebetlwef, It firpts twiggwptions are

| oan rtfol | d (guarant eed
simul sl Bt PosseRay eb oo i i3Ea by a pl edge
OptiocdfNé pe i nvestment portfolio that resul ts in a
"p_aﬁfﬁ'serrent of 100% of the principal and interest due

Grantamnef thayyition: uddeestethe | oan. The conbi nati on of the

: dg_{(?%zerrent and the .option reduces the lender's risk
Optiop blQl¢ett of th réB?*‘FP?@”@Pag‘He original issuer to pay

Natur% EEOZ%SEC' Sé B‘(f)d\}f%egﬁgsﬂlafehﬁyomlﬂ ‘h% PUELRleS BE thé Wquation is

xanpl e p t he OW Nng options
apply to each guasamseedt i orouyli t htHehe sexglepicbon aofscrow  closing
options NO 3 through N 6 below, the first two options
are si mul t aned@a¥ijETBSN raidsiEdS iNQt BEESSSHYolo trﬁ@dés‘ér"é%he option

does not ¢l 0S&,cement)

Object of Option: Acquisition of the investment portfolio of the investor consisting
of instruments N° 1, 2 and 3.

Strike Price: 103.5% of the direct cost of each of the three instruments.

Option N° 2:

Grantor of the Option:  Bridge Lender.
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Option NO 1: Grantor of the Option: Investor. Option
Hol der: Transacti on nmanager. Nature of Option: Call
wez@coigabl e by hol der (the Put side of the eqeR@r/Usv05/613489
guar anteed t hrough the si m3ltaneous escrow cl osi ng
requirenment and it is not necessary to include it in
Optioxtn PRI@RL 1 On ag @r@%ﬁﬂtlksuep@f%ﬁruﬁfen@ﬁ”lon Acqui sition
of the investnment portfolio of the investor consisting
Nature@bf Opsibnunment Pul(dnd/@r eal Serchiabilk by Proldee (repodhbotiginal issuer)
the direct cost of ,eac of the C(tghr.ee I nstrunents.

Option N 2: GhAPHHMEa Fﬁ@s‘@‘f‘ﬁ PPNy i dge
Objec‘ispﬁlg iof Pl onéﬁu‘#ﬁ{ié ot h%'leglb Bbﬁﬁﬂ iolfeml]a'ch gé\/ﬁvery of

ure of on: exer tl sabl e

hol der (repo hie ondieglynx@gpbcﬂslfeb)latatalany time after
escrow cl osi n% (bj ect of Qption: Acquisition of the
StflkeIPdéaFﬁ portfoli

Odifaslsé?t%’étﬁ Ov?rnl@P‘&@FQ?ﬁe@el ivery of the
KS Price: 70 basis
—3- and/or NO 4 -

Gxantémﬂh@minon PH@SLBEBﬂIrBerm%ﬁSN"]G antor of the Option:
| ssuer of instrument N 1. QOtlon Hol der: | ssuer of

Option itldarment s N Issugnaf instr@meniatNit 2 apd/o0t i on:  Cal |

Put d t
Natarf 0 Rbab s ORGP Skl SR B8ammten cssrsighle by
(pre-repo by ofgi@HrNal arlys SHRN Afor. e@%@caogﬁg Qﬁ;é R0 by original
Cross purchase of instruments N 2 or wth a view

to issuing a gswers).of credit-Iinked notes at a future

. da as described in option.N 5 and low, (e,9..1f .
Object fEORBPmer of CTHES GHISTGHE 06 NLBHBFTSINT s PF AeAtiith 2 view to
then the opti qgguvmg' @@n&so &%r%hﬁaﬁmepshmeg%t aNfdure date as

fromthe grantor, Vi ce versa, . he hol der of
the optionis desml&rd iof optivsit Norfeaid Blbiélowt(elg ifhiae holder of the
option will be to purchase instrument NO 2 fromthe
grantor). option is issuer of instrument N° 2, then the option will be to

purchase instrument N° 3 from the grantor, and vice versa, . if
the holder of the option is issuer of instrument N° 3, then the
option will be to purchase instrument N° 2 from the grantor).
Strike Price: Cash flow of the underlying instruments discounted based on
5% YTM (approximately 30 basis points over cost).
Option/s N° S and/or N° 6 (Optional — Only if a Final Repo is envisioned):

Grantor of the Option:  Issuer of instruments N° 2 and/or 3 (other than holder).

Option Holder: Issuer of instruments N° 2 and/or 3 (other than grantor).

Nature of Option: Call exercisable by holder at any time after option 4 &/or 5
is/are exercised (pre-repo).

Object of Option: Purchase of a credit-linked note (a derivative instrument) that is
secured by a pool of instruments deposited in trust. (e.g. if the
holder of the option is issuer of instrument N° 2, then the option
will be to purchase instrument N° 3 from the grantor, and vice

versa, . if the holder of the option is issuer of instrument N° 3,
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Strike Price: Cash flow of the underlying instrunments

di scount ed based on 5% YTM (approxi mately 30 basis
w@oboats94ever cost). Option/s NO 5 and/or NO 6 PCOpUSTNOSD13489

- Only if a Final Repo is eavisioned): Gantor of the

Option: Issuer of instruments N 2 and/or 3 (other than

hol der). Opti QRerHelcdgptiod $8HSe &f phRRibdelUiBithmeht Ri° 2 from the
and/or 3 (other than grantor). NaFure of Option: Call

exerci sabl e bygrévobger at any tine after option 4 & or
i s/are exercjsed (pre-re

: 0). Object of .Optjon; -
Str‘keg"dfcéhase of a XY®dPt - eFWﬁ%geSZ]Blsg“J(‘E“EFeE?Y}ggiR}PS Same. maturities,
instrument) thabrafrlgeynad Q%h@mpgol of instrunents
i %e. g. R

deposited in trust, e hol der of the option
OptionsN$ 3suer of instrument N 2, then the option will be
to 1(purcha_se instrunent. N 3 fromthe grantor, and vice
Grantgeeigthe Option: ¢ l1dgs) lgdideps the option is issuer of
I Rstrument N 3; : ion will be to purchase
Opuo#%@t@%hent N 3“%"5%?#{’ 542‘3‘?‘ énr?or) Strike Price: Swap of

Naturélef Opéibhves | 1l exerelshslegMioldertdiang dne dfek ¢bdrbivedosing.
. characteristics, and cash flows. Option NO 7: Grantor
Objecpf Optompt i on:A Birfaitjeg liap@éeredaps mnadeqypidatle to the Option Holder

Transacti on . ture o tion: Put exercisabl e

by ol der at  ang lowe Tyt & pELab iRl poRER G e of a
Option: A forfhdbimdion dfanffurkémsNe 1, 3enBged ’RY 3itbaké grantor at
to the Option Holder that allows himto put any

i nvest nent pora pes-agreesbirgerssi raje @f aayctombi nlatis crdviskble for the
instruments N1, N 2.and N 0 th antor at. .

ore- agr eed | meinud of OpHoRN b i i tioriyf ghppet (resale
for the grant g el 10%%]1%%1{\@%%9(1&8&%19%& BipBioRRL i ON

with the exit (resale of the |oan portfolio) afforded
Strikelrineby Opt i on What8yerni ik agieed apon Wheetes of intereagracsdpoiptnetc.

SR B e S b B e b 2 ad
N 3 AT B M B B8 U, R e o

such preductefeoth thd issuehs pocikucThisfis aistdmplishegduarths foldekihg two-step
This is acconplished in the follow ng two-step
Proceysi ocess:

1. A credit-linked note is issued pursuant to a securitization process.

2. The note is secured by the underlying debt instruments of the target
counterparty (e.g. issuer A secures his credit-linked note with the debt
instruments of issuer B, and vice versa).

3. A cross sale of the derivative instruments (or swap) occurs between
counterparties (issuer A sells to issuer B its credit-linked note which is secured
by instruments of issuer B, and vice-versa). The exercise price of the options
is such that no exchange of cash is required between counter-parties.

4. When the counterparties decide that it is time to retire their debt instruments,
they simply retire the credit-linked note and transfer all rights, title and interest
back to the original issuer of the underlying debt instruments and the repo

process is complete.
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1. Acredit-linked note is issued pursuant to a
securitization process. 2. The note is secured by the
wan@eniyBng debt instruments of the target coOuPCEURZNG/Y13489

(e.g. issuer A secures his28redit-linked note with the
debt instrunents of issuer B, and vice versa). 3. A
CIfORS ﬁ@}h@u@f trhRcEBA YR/ el dﬂﬁieﬁ@ﬂfé?ﬁ@ué?boﬁn%@t)rumems N° 2
occurs between counterparties (issuer Asells to

and 3i skererfoB the sextr eldsing iithkseprefirllephiichoi sssspGaly dor bynsaction to

i nstr r(rsr;rants of issuer g and vi ce% SE% The exercis .
involyg A c@iTisrent Hgstsht 1% esIP PhAresibliBkthAnges &7 viigagd herein
betwekef 1§s%911§' R diReINGe nTﬁQ\:’ §%“B@Fsth'i§§f a portlIR o a@dlh lmked notes

counterparties decid it 1stimetoretire t
(credidebiivathgb) haang sdemnheyclmramérystrce; magurities agdadsh ﬂomkcddninates
note and transfer all rights, title and interest back

~ any apg) afleoutsrian| risks whle alpwing thenarsel (AcRyakiepinstrument issued by

the sxb%l? Wﬁ&%ﬁ”&& H@nhﬁ@?l(cﬁ’éb‘?‘iﬁﬁﬁhﬂu&t%m Sg?hé fcohr‘ﬁe{"garty and

ransaction ¢ uer Issue
used &Qidﬁlatelﬂ@) Edﬂ‘@ﬂiﬁlﬁ obl tHe BO6k s f dabﬁ fssuétofor ek €oripeast desired or until the
cl osi ng, is preferable, but not essential, for

countﬁrrpaﬁyacdemh it os limgooviepa the tnderbring iasset dions @a‘tlh gthet e order to

f cre link not es _envi.si on her bet ween
doflatf 5 Plarlehetes i BISEE 1 o pOOhY KQLRE HaP GhRbMyr
PR ieobiehit Qhe GdsBblistofl indkBfheRRLINS 2( SAE MOt 3 dBb1 ¢ dhieY 88tb a swap
havi ng identical characteristics, maturities and cash

arrangdnoas fer ithd patpesc af cresseowahing cﬂaghtcélneruamte;iltfluédedmtm and the
al | ow t he asset. (derjvative ins [ d b .
repo vk (Sl inpar s tessd Ghd I0MenpISid {E8 ¢ e ™ in te following
exam%l@?mdﬁnﬁgf svhing! fhuBypé Iﬁgldcgﬁj '?ﬁeeﬁn@@[}llﬁ(g @@gt #S&0masts (e}g. 6.25%
[ atera to remai n on the books "of " each 1 ssuer
YTMaﬁ thelﬁqllcasmgamﬂie)ont isrevident lieat acin thaesvyegr wilk sesdbiandenegative

repo the_ underlying asset fraom each
cash BpWeflofs) 1gF doin tlséu%féf | e oS aighasi@cshEg popmay not be a

e tio |
et g GRS AR DALy BARFE 00535 RS Bl bt
from & PlgnrdSeenieu nagsgiamméd fndentthe régpdr Bos@coed. One such advantage
cross-owni ng each other's credit-1inked notes, and the
occurg é’ﬁ@ﬂc@thSS(qerﬁealm Beaneial ipstitdony thahhewr) agresa 10 bwdr the leverage

affordf i DB bider oo AT SARITE FhaPERaffSroivage

made (RsébleSoetr¥en'Tdvhil Terldgs f0bd AW RHoRXAERAR)-banlt distount rates. For
evident that such a swap will result in a negative

these damhcifal dwstifltoms) teosmbbt Yicldskaeis mavadban tofiGse by the significant
rcunsi ances the repo nay.not feasible.aptjo
Profit AP BELE fIRe T atidh 40 QPENGIHGT WidabESE Ob (aruorie ks proceeds
derwéd‘ﬁb!metﬁ@Qal@%@%étrtunfefn%az%aw technical |oss
I ncurred he repo is executed. One such advant age

Step Dedltfrsfohbe(rrehhent dasrament N1 nRecedk Ammtityt ot GAGS

that have access to both the |everage . . .
This custom-designed (also referred to herein as “specially-designed”) financial

product (hereinafter referred to as “instrument N°17) is engineered to: (a) increase the
borrowing leverage in a fully defeased refinancing and (b) deliver a profit to the original
issuer when the instrument is repurchased by the original issuer. It is designed with the
intention that it will never mature since it is subject to a repurchase option exercisable by

the original issuer prior to maturity. For this reason, the yield achievable is artificial and
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afforded financial institutions under fractiona
reserve banking and the yield arbitrage nade possible
whedweens3zetail | ending rates and whol esal e i NPEF/URNK013489

di scount rates. For these fRinancial institutions, the

small yield loss is nore than offset by the
is negdtidplel b@@Bén PEOirhhshcAEH neaHerCAREMeeTsSudr ot &€to benefit the other

organi zation with the use of the original sales
particjpaotseeds derlved fromthe sale of Instruments N 2 and

3. Ste -, Portfolio tion : Instr ntt. N1 -

kB9 o w.l“ilg m%ﬂt&ﬂ@ﬂfﬁﬁ &mw&éé%ﬁﬂ@%lag ggsign features
in the c%ﬁf?éé’ted to herein as "specially-designed") financi al

product (hereinafter referred to as "instrument NO I")

I §. engAnleer dtidl surlase ipnice € fse ahhﬁalk;mymmt obligaticer afiech in the

ina fully defeased ref|nanC|n E‘ deliver a .

prof i t €ase AnhEheopxaginia)bef %uérl/gﬁe@fﬂ e fagks Valygedft maturity, also

repurc issuer. It is designed

Wi th t%e |%% atsltg%]e%lla%%ft will never mature since it

| 3. subjefifalt payindr@ blighase iRRhé A0"eyr olisiahlie dauall fetwice the

original issuer prior to maturity. For this reason,

t he yi wiittplgwrehasapliec.is artificial andis negotiable

bet ween transac nager .and th issyer

03 berdri rieRBRAL %}fﬂ”ﬁ R e T DB R R g 3R] st vears
Fig. lof thagbhtra@nt NO i ncorporates the follow ng

design features in the contract: 1. Alowinitial

péir chadegyarantesd(feidesptiom amabinpdgeeeylugt imuﬂityrthahpayh out in a
in the.c f the exapple belowis 1/26th of, the

val ue SPETedler poymERtIB pRicaiPr Bthai 20T prfet nfgusuring the
2. A fiipalf tRey¥BmeaP! i gation in the 10th year which

iIs equal to twce the initial purchase price. 3. A

fbat | Aneegrhy medemswine detadtyf svhidadch le;/\eent agetnae elne thokder if the
first and | ast .years of the contract, A guar ant eed

r edenptPERMARbihTedeened dapny)time s é?r. tAPafqysE reaspa prior to
out i Ny %tﬁitg,gln%hﬁﬂéé% d}&a}f F‘a{cl lb%agé‘élf%g @%eo'id 6! &t of non-
crue I nter 0 e

plus ac he |

I nst r up@mhent of erepﬁymeﬁteﬂﬂl@mm Pl sk Ynouiieelbyt the holder is
| evi ed agalnst the holder if the instrunent is
r edeentid diff emﬂy‘e trirecearthe ﬁ@m%atee)o@r t@@é@owymm? cgldected by

frat url t i '@Cl fé therrco LI aGle b ancelr tﬁe reclllem tion or
to an BehtRr HHoR% syt ar e e B LfRare P
obl i gagdfst teirllﬁg]altlgﬁ%cblngurred by the holder is the
di fference between the cunul ative year-to-date
péay menAscasly sirsertdsd vilpe schedule that favors the issuer of the instrument and
can result in a substantial profit to the issuer if the contract is terminated,
redeemed or retired for whatever reason at any time prior to maturity.
Referring to Fig. 2, an example illustrates the mechanics of an instrument that pays
out $500 million at maturity but requires one initial payment of $19,240,053 only (the
purchase price), eight annual payment obligations of $38,481,067, and one last annual
payment obligations of $57,721,600. The cash surrender value is designed so as to shift
the profits to the latter years, which means that if the instrument is retired in the early

years, the CSV will be less than the cumulative premiums paid. The CSV at maturity is

the face value of the instrument.
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the issuer | ess the cash surrender value in the year
the redenption or contract termnation occurs. 6. A
w@e a®h/0s9482 ender val ue schedul e that favors thePCHES®N5/013489
of the instrunent and can R&sult in a substanti al
profit to the issuer if the contract is term nated,
Step 3 CIBSITRAiOC rédildn’ eﬁsfﬁfmé’ﬂlﬂ‘ieie-rAﬁﬁé‘ﬁg@eﬁ‘iaiﬁ‘.ny tinme
prior to maturity. Referring to F an exanpl e
i Instrameat B8 2t hengmehaditc guafante the :anmua‘remctomm st’reqna;zscessary to

meet g;;tywiggtgbgn (@hl!ggtgq%t% Eag'lrﬁ%l.{;:)rl Hastﬁlﬂ'ﬁ ralg &réllé%n the H“e of that
t )

L RO RS, AP A OOl SIS G e s

underTthe coaghctsfor iendmientaliue. | Whiasingnadersto NS 1tamdsNP f2t are offered

the profits to the latter years, which neans that if
togethep s qs%karemﬁleﬁ@ 3 loapehqving) the, SpRe realpriyy: yibargpaxmnt cythe loan

prmm&\/at %atlng Sls{ %ﬁgrah{éﬁdcwgi\@t Btrlfr{nvldm% Bﬁ'uqstrume%t N° 1 at

e value o
matur[tpstrument Step 2 - Portfolio Creation: Instrunment NO
2 - Annuity Certain. Instrument N 2 is engineered to
gBafearnn@éo %ﬂge Friheighart sheve tl@ﬁtrtbgr@ﬂﬁ@m@é@ar%f the tyyedpstruments

vest ar. ations.to the is
guarany36s (I ASRURHAR 0T PRE EnyPRaas RE HRE PR BT oan,
SpecifiB#AOR dflinBiradtene Nl Brorthk 'p_%'r?ﬂie dfthieiukfiatighnual
paynment due under € contract for Tnstrunen 1.
1. V\Ifmq:rniahRatleunf&man 1 and.M% ma.e of fered together as
Il at er on a | oan hayj ane maturity, the
53 “‘E‘ff t he | oan prﬂzﬁg 0&;656; maturity is
QHﬂBQQtIﬁ@&nPWe%&% {oeslennizigog ygue of instrument N 1

2
3

at maturity. Referring to Fig. 3, the chart shows that
4.  tAencdrihcorat iYear 06: t he t3860,721400unment s guarantees the
5 availability of $500 mllion in ten years to repay the
6

pi Pia¢ fgamedp Matugdyi. spedioPi’ddit0ns of instrunent NO 2

SpdDeRIARgE, O L1 Glduels SECamnck ApBIgHOEh B s

3. Annual Incone Years Z);btibxﬁz R hadivid@f Zerb codipoabtes, 1/0
I ncone Year 10: $57,721,600 5. Total Incone to

Maturity: $365, 721, 600 5trln5y<¢re1’/6>fStrln%tlmdémcmnq@ﬁivvﬁﬁ the due
1: SLGCs, BGs, Annuities,ég té‘) I? . Os/ : Nine
i ndi vi dual zero coupon rfj e 76??? pp? P/ O strips
7. tirgBdof Rsg&i ncide with tlhﬁlrgh’&: companies, banks, brokerage firms or
corporate issuers.

Step 3 — Portfolio Creation: Instrument N° 3 — Annuity Certain.

Referring to Fig. 4, instrument N° 3 is engineered to guarantee the semi-annual
income stream necessary to cover all interest payments that will become due on the
refinancing of the portfolio during the entire life of the loan (as described below). The
semi-annual income it produces coincides with the loan interest due date and is sufficient
to meet the semi-annual interest obligation on the loan. In the illustration that follows,
the semi-annual income stream is sufficient to cover semi-annual interest payment of
$11,304,000.

Specifications of instrument N° 3 for the purpose of this illustration:

1.  Internal Rate of Return: 6.25% p.a.
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dates of the interest paynents. 7. Type of I|ssuer:
| nsurance conpani es, banks, brokerage firns or

W@ eoopoI|BE i ssuers. Step 3 - Portfolio Creati oPCT/US2005/013489
Instrument NO 3-Annuity Certain. Referring to Fig. 4,
instrument N 3 is engineered to guarantee the

EethgsaPhidel | ncone PiseIMregdessary to cover all
i nterest paynents that will become due on the

Seafii Aamel ngootfe:t he Pdrli¥WL40 during the entire life of

oan (a escri I . The sem -annual incone

: ’\L‘fqgldjm‘&'ﬂgi%.ﬁ@%\“rﬁ%’i'd@g\?ﬂg{%ﬂg}%e | oan interest due date

. ﬁ)gfé dfSnsitfhdti ent t OPB&L 11 RECSEBGs ARAMALied, TIEHBICs.
obligation on the loan. In the illustration that

foll ows, the semi - arptadn 2:ndameinslivideahzes sufpongiotest 1/0 strips
to cover sem -annual_interest nment .of $ 11, 304, QOO0.
o Spect ficattons of . ROTHRERTIMG % FoRcidhatigh i du gites of the
this illustration: L. &otesnalnRate of Return: 6.25%
p.a. 2. Purchase Price: SRS 004 3. Seni Annual
6. Typeafdssubr:11, 304, 000nduraiied atorhpardee tbankgt brokerage firms or
$226, 080, 000 5. Type of instrument: Option 1: SLGCs,
BGs, Annuities, G CLOPOBIeCssUctption 2 : Nine
| ndi vi dua r URH eg. |/ ' r P/O strips
Step ‘{ [ mgglr({qg' ?gﬁﬁgﬁg@%\/\n th r?@ielggbaegggflzgdogg%lﬁe I nt er est
PRETENO A tt&hmEP &, Figd. BIUBFugh B f@NCLeS-BIRAY, @Faphic review of
banks, brokerage firns or corporate issuers. Step 4 -
the stepsafrtbevpraressinanci ng of Portfolio via a Secured Loan.
Refer, to Attachnent Figs...Bl through for a
PricF el By Seib AR o P ERFUT hoBraaT it Pre-amanged 4
refinaREiAE €&S closkr bifulfafebilly SRCEQMOR! BRIc@Tont R FHIRESRG! t@Ms and
_manager shall have pre-arranged a refinancing to close
conditgonsul t aneously in escrow based on the followi ng terns

and _conditions: 1. Fa val ue of rupent N 1 at
1 at GAge yalig BB isrimembR® 15 vguRt: 6 SUAMITORoc0s of "t he

fac I N , ; i e :
2.5 O%eo\eég é&'@&%&%ﬁ(y) F)ggf%nfacwalgxe Bt im¥BhHeht }° 13t miRriyoan

3. Net Loan Proceeds: $480,000,000

ooR W

4. Interest rate: 4.71% per annum
5. Interest Payment: $11,304,000 payable semi-annual in advance.

The debt service of the refinancing is fully securitized so that the collection risk
can be shifted to the lender who agrees to look strictly to the issuer of the collateral for
repayment (this step is technically referred to in legal terms as “Novation”). The income
stream created by the three instruments is sufficient to meet all debt service obligations on
the loan.

The process leading to a full novation includes the following steps (also refer to
Attachment A, Figs. B1-B6):

First, a standard defeasement of the loan is accomplished through a security/pledge
& assignment of the collateral and the income stream to be earned from it to the lender.
These agreements include provisions that obligate the lender to apply the investment

income earned from the portfolio to satisfy, in full, the indebtedness of the transaction
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4. Interest rate: 4.71% per annum 5. |nterest Paynent:
$ 11, 304, 000 payabl e sem -annual in advance. The debt
waeoosioce3nf the refinancing is fully securiti zBdr/g682005/013489

that the collection risk can be shifted to the | ender

who agrees to |l ook strictly to the issuer of the
manage®|fbabethaprificipalr ephyrerst Cltlehios t$1édpari1 s Thislintladds the following

referred to in legal ternms as "Novation"). The incone
incomg sHed created by the three instruments is sufficient

.t oogﬁgtm?clme gigl% cis ?rrox uqes rBMehgﬁfo PRy 'gg?ruh tbgquaym%t of the

novation i
fol h&wmmc%aqem&aiuammmtyto Attachment A, Figs.
B1-B6): First, a standard defeasenent of the |loan is
2. acca"ﬂnplmsmcl ddnrvodgihora metrumenty NJi %dgegl@rarstge gmmpmf stream
come

e 6T o MiylEe PGPS SRR Aut B P a0RERAE R 1 o

t hag.gbij g atiefdrbCahLOE&: dufin@PRlife.t he i nvest ment
i ncone earned fromthe portfolio to satisfy, in full

3. t he Tihadedined deaseddiormh hesttunaams N 3 onguaragiee tHegpaybunh of the loan
princi \Xﬁnd i nterest due on the | oan. This includes
t he BP9 hcome stream 1. The incone derived
fi&%hh néﬁ&“ﬁﬁ%rﬁ Véxln ggleg%flﬂ%&ﬁeﬁthﬁ° rleHQQ’ BR&Lised Hid'Bption to
| oan princi pal ue at maturity. 2. The 1 ncone
repurchiesd viedldanoportfotibrfiomnthe Ne2ddrp agdarpant e:ee@n dfm: pagment by the
stream suffi CI ent to cover all future
transagfir} GrNAgHIsCIcRIeAAYRY TEPFRSERTHR A RPN th@odwff@é%ﬂqetbtheen the face
Iy 0
value 8lfl 11!lst1f gﬁe?h?(ﬁn‘n?n E{)@ %HM a@gttglé g\lljé{rlé §roc%&? SM% H?lllon) the
novatieh agf't%nie(ﬁﬁﬂs dxetete@ shd \WeEVerddi €0 thedemdd soak t@ frahdfer all rights, title
original issuer of instrument N 1 has exercised his
and m@p@fit(m thmcqlmabmhe nf—‘WeOWréﬁﬁh?fé@f f bing ampwmqrmé and conditions

of th]i Fg‘}ﬂgg&{] %ﬁ)ﬁgakegegp eslﬁ mé[g‘tt eﬁ’ﬁ“ﬁ%le g is at best $20

millioR@AY at & hﬁnﬁ’ﬁlﬁrﬁ SVHHGRr Qﬁfoﬂﬁ@l@ agl:b%df@@ﬁ béaletd tBE parties.
instrument N 1 ($500 nmillion) and the Net Loan Proceed

Step § $4£80rawd Purohasetdfénvestraenoportfplmefrom Qrsgleadelmmeﬁdr.and
lLivered to the |l.ender so.as to tr er all hts, .
B e SeebPectIonR: 1 dfTesleteriat PV rtiretl, theln option
r h
sgrecipdfty Rt E"RaRIRHEH miRRTY gNie AP ALt Rort mdrikS the,right to
repurchégdTiiee poittfoliosfrai besinvg@0r it lal siolanebwat esarow mlasﬂmg upon the

Wwhat ever anount is agreed upon bet ween the parties
exercigg op e calEopron (St AdRaRBeRt A K g lenft ) PEFCPghto the

acqu1sq16r9 opme ﬂ)&Yﬁ%?EOJy the investor is that the funds for the execution of the call

will need to be deposited in escrow before the portfolio is purchased from the respective
issuers.

A qualified investor agrees to purchase instruments N° 1, N° 2 and N° 3 via a
simultaneous escrow closing. The investor deposits in escrow the amount necessary to
pay for the instruments upon delivery:

For instrument N° 1 — Reverse Annuity or GIC

(See Attachment A, Fig. B2): $19,240,533

For instrument N° 2 — SLC, BG, GIC, BIC or Annuity, etc.

(see Attachment A, Fig. B3): $270,061,561
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Prior to the escrow closing, the investor shall have

entered into an option agreenent wth the transaction
worwaQer3yi vi ng the transacti on manager the riRE/USI®05/013489

repurchase the portfolio fe®dmthe investor at a

si mul t aneous escrow cl osi ng upon the exercise of the

cabt imPhinef NS8e $LEagbent, BIC Bk dnnBlty, etd condition

precedent to the acquisition of the portfolio by the

i (SeesAivachment KafFig.HB4)f unds for the execution of the $166,974.094

ed to . be deposited,in tSlrsécrm%v before the

call will n
pAPIE PRt SepREH AT St PP dRPPID e B ROrS
Bl k| B8 ENES! BicABE BRScAIP oPHEE S ArdrRTOAT A ze ranges 2

via a sInmultaneols escrow cl osi ng.
fully defessstidridgedoai trioni a tieisdpanty tihreleandietacnesassacfythe portfolio by

.pay for the instryments upon de]ivery: For .instrunent
the inyestor, s &eEe1nAli g eall @pEopsey Ret igeRsdgtien Anapgggr, and the

AN or. i .
s SRR GRD 5N ARl 5 f B i cov
simulBAéOusdp inle2BdWwqBed Astachumemt ANFG. B5PL ThiBsrocdsG@linBintesrall risks

Annuity, etc. (See Attachnment A, Fi %‘e B4) :
for bagh ¢lsc givesiopand thealrangeptipn MAEASY| thadthiey neight Baye tp hold on to the
. urchase the portfolio: $456.276.1 88 To pay the
mveStg];(e@?scﬁ%stgr’B'ri ce of the call option, the transaction

MREAYEHg & F@{Jg?ﬁheﬂ: fsuhbyndedpashg: Dlukgges heanhé caMoption strike
third-party |1 ender. The acquisition of the portfolio

price [pycaldvdatedf@gheexample desesitsidderan. t he cal | option by

t transaction ager, and,the refipangi f the
p%q‘oquguwnﬁeﬁ?ﬂog@az pﬂ"-@ g&rgr@gldoﬁg@gr@ge&ﬁr Je? collateral
portfdIRAR YWeduke Gl RER RIVIAY HRNELMS athfityedRELWs ((SQRe repayment of the

Attachnment A Fig. ). This procéss elimnates all
principhkdsl the sertbothnuah entereste dtedioammdll bheleemad sabaveoreen fully secured,

. Jmapager that they night have to hold on to th .
principALA st 206 ALl e RRARRTt eﬁgfgﬁ?\@e. B AtjpghwensA, Fig. BS).

Ste e - 8w Adtilot hat i1l ustrates how the call option
_E‘ST%E_DTI_CE‘_FS cal cul ated for the exanpl e described
hE&xen thougheain dsoiw agreamsntNs bxeduted beshelih Shanatiafsf girees and the
together as a collateral portfolio to secure a |oan
esCrowageeiy tthe eseraw mgent iis yorapiradlyagetaiged hfory Hisayisppaction by the
the principal and the sem -annual interest, the |oan
trans%“f)?%baé]a%eelgned to have been fully secured, principal

ag@férnh% i®Fig. 8Mdr @ ghibrhl GRireRaeaRNect MtBinRint @G Fi¥e C1-C5 (for
the st(ep—%(; Qgp %Folgirri?gn:)ro@ess)l:,l gértalignS )e'scr(?svegoginé sItEeSpc;r<;)cvc\:lu1€:I asosc’jle?'xgéd below,
resulting in a profit for the transaction manager.

Closing Step N° 1 (See Attachment A, Fig. Cl): The investor deposits
$456,276,188 in escrow to cover the cost of instruments N° 1, 2 and 3.

Closing Step N° 2 through 6 (See Attachment A, Fig. C2): The escrow agent
tenders a total of $437,035,653 to issuer of instruments, N° 2 and 3 and $19,240,533 to
issuer of instrument N° 1 whereupon the investor now owns the 3 instruments free, clear
and unencumbered.

Closing Steps 7 and 8 (See Attachment A, Fig. C3): The lender receives

instruments N° 1 to guarantee the repayment of the loan principal at maturity, instrument

QL% ssuers. 436,276,188
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Even though an escrow agreenent i s executed between
the various parties and the escrow agent, the escrow
W@®an19432 pri nci pal ly retained for the transace@DOS1¥95/013489
the transaction manager. Ré%erring to Fig. 6 for a
general overview and see Attachment A, Figs. Cl-C5
Ne z(tt)egechhee 15d @RxOYirkt ﬁayrﬁbqswggaroe@e&fe) un8&" {RANRKENOW] and
cl osing steps occur as defined below, resulting in a
instrupieof N 3ftosedure ther sns earmialnntepesageymer@b.osi ng Step N 1

e EBinsrasen BASH ALl Biayep:t ety it e delivery of the
< .
s SESRE My RS 8 B gt oo
from thetl@idek. of $437, 035, 653 to i ssuer of instrurrents

and 3 and $19, 240,533 to issuer of instrunment

mﬁ&sg@@tﬁptlﬁ)e(%evég@@?m%vﬁom Ghe 3 herfglve%eferﬁe@ves from the
transa(:g(gr? ’n}ﬁ%&aggrrhaggﬂggrﬁgﬁg%ﬂ@e ?9& ﬁgg?%ﬂg%%f ?012 tﬁ@gxgrmse of the
call opfish rfafeRd pulthhsd Of HiapARTEIR. tN6ter &ﬁﬁﬂf@ﬂive@ﬂbrtd&ﬁﬂ @ajtofit of

principal at maturity, instrumentN 2 to secure the
$15,962£67 nhder thiayremarioobid gt fonecaeinumsiagle ingedasshsing. 1

ot SeBOF D2 (bl AGHuBeh aF, EETL R THE bplete ph§ 1. 754,145
is trarféeé}eéar {oBE tpan¥Acidn triéhadet (&4Foky SlosinBesteh un%%rowse Bh& a licensing

above, the transaction nanager receives the |oan
fee papd smnémse@fslﬁd,ﬁﬁnwoo 000 fromthe | ender. d osi ng step

P ot SR A o A AT S B o
4
e s LRSS MOV SIGE S Skl by s o

transactivieptior toeelosing. profit of $ 15,969, 667 under this
i scenarl 0, and th]at thls olclcurs in a si ngI e. |ntra day

1. sgu?r%—f)lnst \P\%x&%‘ap %gllsotfhfﬁga (ﬁt#g ffo?n ttﬁeaﬁéger lreﬁﬁiertfgr a price

ransacti on rranager escr osli ng ste

b@fswm , 229081 (AlehViegngroft %3, P30, 811 6 foruhé aﬁ&gm&haer is
any. Final dosing Step: The escrow agent receives its

2. fAé tlemmeoefoa repot o wswament NP dniwhea the ipyaden anduly executed to

CReRr et IR, Roobbhk A irohrBRelotBE L o BARETon manager

ARdcbRRS t&e&dﬁ SLABnd haluet (88,201 3%l Nand FIRgLBhEOWI Rights, title and
steps occur outside of escrow - 1. |ssuer of

| mg¢resteimt (MO idstoehdng. t Althel ttal poofitf of i thef ramsactien manager is
OF | 41885 L 68 A%t 2757359 4% transaction profit - see Fig. 7) + $5.271,561.,

Step 7 — Optional Resale of Loan Portfolio or Repo by Issuer of Instrument N° 1:

Pursuant to an option agreement between the issuer of Instrument N° 1 and the
bridge lender, this part of the transaction follows the escrow closing at any time in the
future when the option holder decides to call the loan portfolio (or, in the case the option
also contains a “put” provision, when the lender decides to put the portfolio to the buyer
thereof.)

Referring to Fig. 8, this step demonstrates how the bridge lender profits from the

transaction by making a bridge loan to facilitate the escrow closing, simultaneously
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of $483, 225,316 leaving a profit of $3,335,3 16 for
the bridge lender. 2. At the tinme of a repo of
wo pesnuwsnt N 1 (when the novation is duly exepOr/@d208013489
transfer title of the instBOnent to its origina
i ssuer), the transacti on manager receives the cash
execuihg ﬁﬁ dg86n \agﬁe@&eﬁﬁén e dabdP Withad But’ Sl TREBH) 36 FaciBiake the resale of
rights, title and Interests in the instrunent. The
theennaﬂahnponﬁﬂu>to the transaction nanager is $13, 025,708

ich,is.$7, 754,145 ansac
WP oulohiag ueps il ob MiRREY BiHGF PRt tSssrATamett A Fie. Bo):
1. PPﬁet, 1QldeP nPkeREPRNDEa} S8URED Wan! HEGEERRIINO1Hht contains certain
Pursuant to an opti‘on agreenent between the issuer of
| eestyr wopaymeddt 1p@vitegehewithi dgepiepayteent phnadtypant o aslsgnment
transaction foll ows the escro cl.osi t any tipe i
t ROVISIRTL &t RHews tthe layder & Urps g incopertighe PGy ahirdypaty of its
| 9afc eoortfollo (or in the case the option also
contains a put" provision, when the | ender decides to
2. pShortihexfleetiid edcr®w tcfosinpe tiaileadert s eaf loan RektEslié rgthedssuer of
Fig. 8, this step denonstrates how the bridge | ender
pisErpment Noh(pheicevarssde meoc‘raswemlh RI§Visidsy B gyercissdh
3. SF%@ a\%llglﬁ'etég gﬁ/&lpgn Sh Q¥4C np&%finzps% and ass%nme{lt agreement, the issuer

exec |ng a ron a

(&F afsgualhy N4 1 thagts @483929\3!15!t@n&met&lcggﬁc:lehdératoeaédi@re the loan
resale of the entire | oan gortfollo e foll ow ng

sp@mhocbavmgta Hrhﬁso’fé$3aé235 16 fdréhfp}f?@dé@s ( See

. B6)....1. rrakesaten
4. Ch ST brastor ag0rRlid pHACTHERT L ETRE vliafs Case the
eRLheF JF SRR Nori vi l eges with no prepaynment penalty
and an assignnment provision that allows the I ender to
tNamsf’BTe lohe iparly ff«)xi 9&%t0<ﬁ thanface halud o dret gollaterak sThis means that

choi ce Shor t. | er .the C closin he
at maﬁﬂ@me\wﬁw@ fore it Jafed e 453 F@fqt irreiesnh, th ownerfholder of

the métﬂﬁhéﬁifﬁml Witrel e &&d‘f%f fiftohi? @@@ﬁﬂl&hgﬁé%llhor} $480
rovision i s exerclsed (0] OMAng the ex t1on
mlllxoap Iroiie epuncihasemamndNas$s gridentraagicaedynior té heaturdigperne way to
instrument N 1 pays $483, 225,316 to the bri dge
ensurg éhfdéramt 8r g€ thllsrfé'tlirﬁeasﬁf‘ééﬁ therseller io thrpugly ithe issupncst of a zero
coupopwg?e fh.ﬁf?%ﬁ ti!'\g f(f) OWlt he r%@ﬁl: & The I ender transfers

o} o erafls?o the new owner, in this
. Fa@@%ldehe I ssuer gjo omgo(yjmsnt N 1. Note: The loan is
only for 96%of thé face value of the collateral. This
e Temmans that at mat@iviehss, (tvb@ncitdbevithomaturisy deteiof éostamuent N° 1).
the collateral is redeened, the owner/hol der of the
o Dipepyini Bristit NO 1 Whe Ppreseelevalac #T\i2Admdlipn jassmiagam gzreed upon

MIlion ($500 m Interegf rate$480

Step 8 — Repo and Retirement of Instrument N° 1 by its Issuer:

The acquisition of the loan portfolio in step 7 above is equivalent to a repurchase
(repo) by the issuer of Instrument N° 1. When the issuer of a debt obligation repurchases
its own instrument, accounting rules requires an offset of the original accounting by the

amounts that apply to the terms of the repurchase:
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mllion). In the event instrunment NO 1 is sold or
transferred prior to maturity, one way to ensure the
woe@adi®es2 of this future asset to the seller iBCT/OSmOFM3489

the i ssuance of a zero coupdn note that has the

followi ng characteristics: Face Value: $20, 000, 000
Accoul®hBIEntHesYiRahs BobRs 6P1s8edrdE IMdtkmdRiINN j.ty date of

Instrunment N I). Discount Price: The present val ue of

$20 nmillion assumi ng an agreed upon Dabiérest rat€redit

S - Repo Retirement of Instrunment NO 1 by its
I Ié‘ggé’?,lnﬁtﬁléﬁ‘ﬁegﬁés]i:ti on of the loan portfolio in step
_7C§§h°ﬁ8m:¢§a|1§8f"1r}é%ﬁ{éhtl\l NO 1317 SRILERGS D, 04EF9) Dy the

i ssuer o nstrunmen 1. Wien the’issuer of a debt
ORkseged ToorLialdfity Tk Ssiriehderovigiuenst.r.unent... accodfmbvh§ol
rules requires an offset of the original accounti ngg B¥2

t hvestmenh Fundr@ssepl-y-t o-t-he-terms-of -the $13,9

r T A i I ' .Books of |ssuer

2 O?BV%@Q?E’?}%H? ﬁﬁ?bﬁgﬁﬂ.g@% ﬂftwgw e of Instrunent
NOodri R€estafle am..Sal.e..of...L.nstrunmerm4s8s 2s5(31kst Payment ) $
19, 240,533 Reserve for Liability (Cash Surrender

Vehile).-$5;-67.1;-561--4-nvest-rent--Funds--(-Asset ). $1348832837p6

2 urchase.of loap .,Portfolie from.Bridge Lender:,Loan .
LI ERIE o sre0 BE b ok Patld A £ v Gl S issuer

of instriitheht aNPsfl egxeolitet HQ1OV AP BEFkRht YHith $aBffers aAPQYhts, title and
the hol der and issuer of instrument N 1 execute a

interestov it i tha agHateradnportfilion (inchudifgr sstiument gNE's 1) t ta I the  issuer.
.and.i nt ts ip.the collatera ortfolio (includin

Consiiiaiptignt oo (o S eore S ahahe elstishd: s5. 573

3. hgggogfgh%“@asdy 2 RelitOHBht YBIndEruPhedt o y NSt rument) . 3.

['1owed by a Retirenent of Instrument NO 1 :
RRsarvefdrdriabiligb{TdshBufi€addr Give endSSNadale) ... . $5,

: id, hol d i i
N ENONEE REREHEU T
va%ﬁde'n?%ﬁ@n%&é%)%& 972 The ac_csglgrgdg(gfnt ries wll

cause an inco $13,°968,;972"°t 0o fI'ow t0 t he bal ance
Sales (INCOME) ..evviieieirieiecteeeee e re et aeaens $13,968,972

The accounting entries will cause an income of $13,968,972 to flow to the balance
sheet of issuer of instrument N° 1 upon execution and delivery of the novation agreement
by its owner/holder.

After retirement of instrument N° 1, the remaining portfolio (instruments N° 2 and
N° 3) will produce an internal rate of return of 4.63%, down from 5.11%. The portfolio
can either be held to maturity as an investment or it can be further resold as envisioned in
step 9 below.

Step 9 — Exit Strategy for Issuer of Instrument N° 1:

The new holder (issuer of original instrument N° 1) has the following options:

Option 1: Hold the portfolio consisting of instruments N° 2 and N° 3 to maturity,
in which case the combined IRR will be 4.63% per annum.

Option 2: Resell instruments N° 2 and/or N° 3 to an institutional buyer at any

price that will yield a profit with a view that the buyer will hold such instruments to
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sheet of issuer of instrument N 1 upon execution and
delivery of the novation agreenent by its
woeenitet der. After retirement of instrunent NOT/US2005r@13489
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| Bption 4t Seapg .c63Hb-hekedanotasms @pdaribed DeloviRéSed Attachment A, Fig.
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i's event, any selling price (discount price) that
f Betawss allnpaatiyd 8 8 t@visdctidn Gadken Ipkofitesuddémbrstatdd sHdve, it is in
. tothe seller. Option 3: Resell instrument N2 to its
their gst gtprgpt 1oseifshtcaasdmeny tiagsactinshes Rossikle 6 shertiinigrvals between

cach B akb T ek s, P8 2 SER WY SRR, et n
order RPoeR @SatdgH6fiishRA iRRkAVGL L PeRuMEhRONTRNINEINCF, Gvhd3R) the only
This is the option which yields the nmaxi mum bal ance

partieg fsevhdedtettrspaddeprasmakepensnt i al for issuers of
ipstrunments. N d N 3,, Because all rties..in a
t REFTHRE o ighada 0 0 el SR DR . B DS el B shagn two

methddd Jrh@efnaBRg ithé g?&fu%ﬂssﬁéhc@)f@tcéﬁc% @lésiﬂg@E’tsttﬁ@@t%ggtfbtoé‘%wap of
as possible at short intervals between each cl oSing.

derivafivehthahcan bevenyredlyvattageaisdoetheardlous strat egi es t hat

can be il enented.in order also to create praofits for,

i @sh{&@ﬂ\ (it Mlimissbess R 9dhaaRicwtsp caghellpne i igsuing one
: ' fiar k; t
o L LR, IR R ShS BRRLAT5E L0 BRL SRR andsold by

each dol 43.to PBsatd M atigonimageufuhe bbligatdhbads cash fdwefaraatinsuer.
the product issuance for each closing sets the stage

£ bt Methadk (Bie. ddrasyaiell gwAtiaphimentah Bi@syiyD8), a single issuer sells
. f oL ot | [ n_Met hod .Fi. g.+10
bott AEKFERASSP R aA N Rl et Gebibg it by gornaces

with €a6® cid@ﬁigrmhiﬁ@tcffﬂnagh%ﬂtﬁ@olﬂ?é&ioﬁb asd Basht MeWs [se-e4t8@ for each
the type of product issued and sold by each so as to

pair ot eleaings.a mirror image of the obligations and cash
R 0 S SRS bR e LS 2 MEMec, o e
leverage afforded banks and financial institutions via the fractional reserve banking,
significant profits can be achieved through the following process (example based on
$100):
1. The bank receives $100 in cash from the sale of a debt instrument (See
Attachment A, Figs. D1-D5).
2. It retains $10 as reserves on its books and lends out $90 at retail (See
Attachment A, Figs. D2-D6). The least risky investment it can make is to lend

to a government having a rating of AAA by buying its year treasury
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i nt er - bank mar ket (e.g. at LIBOR) through the process

5.knowvt dBe dP@ObuWh¢rﬁg tl(ese@ammwmh aragA, 1Fiaghieved- Mg . financial
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b
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| t Sqbfnst dTrI0ohedi iECQIINbT RGinkdcihe$980 %fj\x%mdsbletrﬂfés 1@ft11e spread
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ot hefiffbhtialcectsherthe etaiband evhylesziceratd is aw,tQéV(o) thefinstitution’s
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poi oy RO 4TS T be paganfuen LRFe fhinenitigh a profit does
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900

income ffomretail interest rates on loans of
| esxepiesertoan 1886 reafimamaessey $8OChistreasbn) iesah dersatdethat a $100

| f the spread dlfferentl%D bet ween the retail .and
wholdsgasitorig patepdallys wprthnk8.Q0e 3 bank; anpuakby whi @} tsay¢s room for

equqle§0§§ g ilhan Eoﬁﬁalogté%?gt AU, Ea\(ﬁ/gl {lf’ l1'(%%w1edgeable

uch 6es o appear Bemich Ive to

t he depbiltoah \ﬁﬁﬂanddﬂﬁtandm}ekevuohhpasmebl Busirieks t€@resknérSfinancial
an 18% return on asset. For this reason, it can be

sai dnsthatiom $100 depositor is potentlally worth $18. 00
annual | y.whi ch .l eaves room.fo

o F e s Rl VO oG "R g FORPob RS funas on
its bobROMred 96aPhLitREROS 4 QLS NPUHAEE Ssadfladd g iWe&duiciRled shortly

their business to a bank or financial institution.
thereafter, the benefits of fractional reserve banking is short-lived. Therefore, instead of a
repo, it is preferable to use some of the liquidity generated through the leverage and
discounting process to repurchase its own instruments.

Referring to Fig. 12 as well as Attachment A, Figs. D4-D7, there is a chart which
showing the details of a final exit with resale of instruments N° 2 and 3 to issuing
institutions. In the example, it is assumed that the issuer of instrument N° 1 will resell
instruments N° 2 and 3 with a yield of 5%, thereby making an additional yield differential
of 37 basis points which translates into an additional profit of $11,274,032 (difference

between the selling price and the buying price below).
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It is advantageous for a financial institution to

recei ve and hol d depositor funds on its books for as
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i's repurchased shortly these¢after, the benefits of

fractional reserve banking is short-lived. Therefore,

Sumni 415 3% ofits AchRREd bylissudr BY fserahbst Ko 1use some of the
[1quidity generated”t hrough the | everage and

di scounting process to repurchase itlgcans i nst rExpamses
Referring to Fig. 12 as |1 as Att A, Figs.
Profit gy ,Su%'%sraafiiféf%&f%ﬂa??fﬁfrEWeehgﬁlﬁ§W5det ails of a

Differbhder&¥dd B‘Aﬁngt& QLA Micel (IFiHOBRG S ¥4 7nd 3 to

I SSul ng 1 nst rons. "In the exanple, "It 1s assuned
Less: Pleativingaid ssBeidgel enhdistto BxerdiseNOgtion. | L...resel | ($3,225,316)

instrunents N2 and 3 with a yield of 5% thereby
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Stage B | 4918ideeiMeiedtad CarfpXRURb&e fORins ANichkIoARSs Bay Btcil¥EFith the result
PROFI T $22.017.688 To enable the i ssuers of

| nstthaipelitrseash 2epmahd\@tidernentradtingtrundng I Hedtleast one Instrument
i nstrugents on their r ectjve bal ance sheets, .the

r oodl a2 GPIRE IBUFDSHY N FHETLSE BRIE 5 THLERY R holder or
it a%ﬁ;ﬁcﬁé@?ﬁﬂﬂ%sblﬂ s dscrivb@dbve Q%ﬁgg%’e Reh Qe 0PL0@ivative

I's stage any number of transaction
cl oshsigsnemySecAtachmdrh A, Heg Dfsarld/ortDHd), after each

repo_and retirement of instrunment g 1, at | east one

Stage ghstuithgnhisngess ahtrsermenindY r ahstedipyalsiijer N et ki paghgged and
hel ‘aeh&i{gﬁt Yh! tthEPytd tssecnr%l dt‘fl@ %}su%ﬁ&a%@g&gdi@rﬂﬂ ed Note A.
reso as described above throug e i ssuance of a

der iSialul tigeousBt Bl IBsItuNiSPRENAL @ssnee b?/ I&suefFNg DArapadkaced and
D10). Stage 2 : During this stage all instrunents N 2

(i ssigpasiteg it 1 Bycue ethsaditbyed ahdcradisdiakeddNpie B (See
trust, to secuyre.t i Ssu of credit-linked Note A

Si nlﬁqaﬁﬁggﬂg#y%gaﬁg apa}zolrmhts NO 3 (issued by Issuer

N 3)1vd% @1R3&kagekdanshidarasbd afk tHent fsifld 4 S8dUetheN&pposite

i ssuance of credit-linked Note B (See Attachnent A,
Fi g iB@ecaswthat swhGple dobsmot tarssiége afrepo etlihe-drigikal dnstruments by

not ?tss igsrueert(geeen AittSa% r%(ejmaREj F?go.llgl {)(.) }\“eNggepRSéetroatives are sold to
Issuer N° 3, and vice-versa, all Note B derivatives are sold to Issuer N° 2 with
the benefit that each issuer can maintain the original instruments on their books
for as long as desired so that proceeds from the sale of these instruments can
continue to produce profits for each issuer until the time to swap derivatives
has come (stage 3). Because Note A is a mirror image of Note B, the
underlying indebtedness, risks and cash flows are perfectly matched so as to
eliminate completely the counter-party risk inherent in such derivatives (See

Attachment A, Fig. D12).
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i ssuer so that such sale does not constitute a repo of
the original instrunments by its issuer (See Attachnent

WGO2006M0p43D1 |). Al Note A derivatives are sol PICT/US2005/013489

I ssuer N 3, and vice-versa3Sall Note B derivatives are
sold to Issuer N2 with the benefit that each issuer
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their subsi diaries. Wen the swap occurs, the

numbeaed paragiapds aret priogslediwith theaboze dt%elpaseet and
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aternate aracteri zing the invention
fdb$dol\mm@cd®udﬁ@eé e/dlt}pzSIte;gr Bphs3,a4,e5 . pamal b ddedcnibdd abhdve (Step 1-
above _descri{)tl on. 1. syste nmet hod and strat eg
i howtfalife fireption thr%&!ho‘ite@;ﬁ "#scrm &Hosing), pwil @)E%%‘ t@da pre-
[

C@enfar}% Ug%rg??l[%§e§wc?ec@gﬁ“ﬁ£bl 2@2 WIBE %ggfg%é(rﬂg for al rPartlmpants

SiveRsutlanyZrisiBwhAtsoBveras thedasii pdlﬁdv@hﬁ&ﬁ zﬁrﬁblﬁm df an investor
Portfolio Creation through Step 6 - Escrow d osing),

wivill be desilar depleterehidesinndiunceurdy anewatFeigthe following results

antjfiable |l evel of profit
oliP v Loy Bt oL et Rk st il qfprofit for the
Pl BGbPRahe | t?ééﬁ%t[@ﬁ a4 An®fth@Nendy et Qhe WdrtfolR€ acquisition,
| ost or depleted, while simultaneously guaranteeing
tﬂeﬁnﬁmlh@,vdxsrgpunasgl lahg fodaitiag) (bc)tahslpttonatngaﬂtwmnh when executed
partici pant

e e oBga sstsieot HErigaaim e Nahatrrest Tt AebrpBh gy the fssuer
F Qo LiSuRALE EGhbhiBE BHnRE ! biORerage firms, financial institutions, and/or
corporations); (c) an exit strategy that allows each and every participant in the
transaction to exit its original position without exposure to ongoing currency
fluctuations, changes in interest rates and yields, or default by the issuers of
financial products. This Technology comprises the following mechanisms and
steps:

a. The fresh issue underwriting of two or more financial instruments (defined as a

group as the “investment portfolio”) designed according the specifications

outlined in Steps 1, 2 and 3 above. Note that instruments N° 2 and N° 3 above
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refinanci ng, discounting and forfaiting; (b) an option
to call which when executed by the original issuer of

wao b@eionaszr ument NI will result in a profit forP€TES2005/013489

i ssuer (e.g. insurance conpgéani es, banks, brokerage
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exchargedcwiaeds theyraro dsepedyo hinee ecrairnsd simeltaneopsly. In the event
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portfolio refinancing mechanismdirected or .
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consists qf, either one of the fqgll.owm ng exit strat

opti ons t]gﬁ:]ylsgamgpﬁépwdﬁgket mﬁ‘@dpyesu%ent portt%flo?o Bt present
value at a yield to maturity desired by a third-party buyer.

iii. The sale of the investment portfolio, directly or indirectly, to one of the
original issuers of Instruments N° 1, 2 or 3 above as prescribed in Step
7 above.

e. The execution via simultaneous escrow closing of steps (a) through (d) above,
guarantee an immediate profit for both the investor/holder and the transaction
manager at closing. The profit represents the differential between the
refinancing proceeds obtained from the application of one of the three options

in paragraph (d) above and the cost of capital used to acquire the investment
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i. Afully defeased refinancing of the investnent
portfolio ii. The forfeiting of the instrunents at a

w@eioe®1ased on the i ncome stream of the instrROEOSR05/013489

that make up the investnmenB7portfolio to their present
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closing), the transaction is deemed to be a
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procgeeds are exchanged agai nst delivery o 1. ri,ghts

PFo R 6 T P RS R Rl el got U hpose of
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t r anibfoaighedadio subeesbiendavestmendvaptclororagngentdwt fooml @f profit
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returns via the caonpoundi ng of profits achi etyed
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for 'Erfcfe profit reinvestnment. An Investnent Cycle is
defimmedas a series of steps (1) (a) through (e) above

( Bergiengticial egfurdtRde as répo, Byahe ofigifadlissapresf frisgamledt N° 1, of
i ncl ude the purchase of certain financial products )
f ol |angeer mpra leRef perafedion dsesoradr by mgei ormsgraimieytment portfolios)

e BB 4BF AR pePR by RS kit SeRiRads Bhremplaced
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i nvast irdot theguirpaseiofsppturing a significant immediate profit (the difference

between the cumulative year-to-date installments paid on Instrument N° 1 and

the agreed-upon cash surrender value at the time of the Repo); (b) reselling the

remaining portfolio in whole or in part to the original issuers, or to one or more

third-party institutional buyers or managed funds or hedge funds; (c) freeing-

up the issuer’s in-house capacity so as to be able to reissue additional products
without unreasonably inflating its balance sheet.

A system and methodology for a bank, financial institution or corporate entity to

issue and sell its own Instrument N° 2 and Instrument N° 3, and/or a combination

of both combined in a single instrument (e.g. a note paying semi-annual coupons)

the “Financial Instruments™), or any other type of financial products described in
y yp p
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fromany of the parties involved in the refinancing or
repurchase contenplated in paragraphs (d) (i), (ii) or

W@ Roos)p1|bove wWith the intent of: (a) retiring PCT/US2005/013489

Instrument N 1 for the purp®se of capturing a
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(c) freeingup the Isstuer's iIn-house capacity 50 as to

bBnatliad tretromieasuchaaddiriveotiwlir pahduaend asedibomdrthiness from the

unreasonaply inflating its bal ance sheet. 2 A system
amumfﬁsﬁ%ma@?air Bistrymsaisithe | Ramle Taemakeay Y phgiap e overall

c I 1 ' N [ nst runment

N BOBRH L S e R o R B LA St Bt

conbi ned i nteabsiknthkroceets timnthe( @@ of &s FoiaicpdYhddiments to a
sem - annual coupons) (the "Financial Instrunents"), or

any ot heirrelgigd Girdrpasindnvestoptiddernt thaedupeesdy™) on its balance
i nsectj,on 9 1,.12 bel oa third-party buyer

whi | e f‘}betegi ﬁ?rnagl’ban%r thﬁ%{n,ay {%13}0@'%{ allsoﬁe gc?égﬁr chase

(" Repofy) suhhfeotheCédnsplefer @eobr tHaep@xeddsi ot 18¥eragifid!Jurposes
option in order to have the option of: (i) retiring

sai d F{eandl @l 1 imshe Untied Statés, @fh totlsiberadag @4t ©@al iy Europe)

<suod s D TR HORTENerE Do HieB uffsrir faulgf cpahe Yesiden

their valiig: a0entd188Hnks WP bRk thiyOAnkile: mSufishased

Fi nancial I'nstrunments (the "Bank Technol ogy"); whereas
t he ové@nal | to nsethe arctirobinegtdilableofevetaged ssn@mt ffoormommercial

the onset is follows: (a).to book the proceeds from
the salg@dime %@@rﬁﬁﬁ%ﬁmm AqYH{SS AREMYEPYSES:a non-r el at ed
third-party r | de 5 eRedp. _J ol

bal anc sheteoif.% oértggék?gr?gfﬁ%l%’?%esr}r]gggquafpfglaugg&é@ réSk’
capi t ale) (bjo tcoopaure Wit odmpl Bhandideimtitdtivas Psrodaskks for the
for | everaging purposes (e.g. 10 to 1 .in the United .

St at espurpgse @®111nitatogs af@silitatings or oenabiing Etheo pensugaation of a
the fractiopal res e .hapki [ules.and regul ations

of t he{% %ss'fllgg%x}} O%sésﬁéﬁérvv&sphégﬁ? Ya {)Jggtr]} S or ot her

I BHI8| Bdrk Yedhmokdgydcdnisridet Whd e5lfowihs)méchabiSthstdh@ steps which are
maxi mum avai |l abl'e | everaged anount for commerci al

impleinenigidradten Reagraphelf (@)ahevaig activities and purposes;

(), IS 2 e LT oARL B Bt b e
fi nanchabinhNELhdrik h A oQhteBMES ab & ptatI€ o the seller, either through:
(a) the exercise of a put option by the original Investor/ Holder or
transferee of the Financial Instruments, or (b) the exercise of an option to
call by the Issuer, or (b) the creation of a synthetic transaction where a
third-party manager simultaneously acquires the above Financial
Instruments from the Investor/Holder, through the exercise of a call option,
with the intent of putting same to the original Issuer as part of a put option
agreement that shall have been pre-executed with the Issuer before

exercising the call option.
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purpose of initiating, facilitating or enabling the
consummati on of a transaction consistent with the

w@bweémiab: ecti ves. This Bank Technol ogy conpri BEBFUS1085/013489

foll ow ng nmechani sms and sBg¢ps which are inpl enented

after Paragraph 1 (g) above: 2.1. The direct or

i 2di r eThe sappichad erofcipdhe akd/oaroupdnsl fretr threeatiginby product, if
the original Issuer at a di scoun‘;ed pri.ce acceptabl e

to t heN&EpIaBY ,aneforfﬁb? AgERCEAYPN G pepati of dilgancyyl Igstruments

) : o 2 .
P anef D8 dsBYpedl s R e FRRRC BisEmeRls 1
ex 8l ci The ofongple@Ploifoet o @ainterbyisk hg&ccbaplighed ahrough the cross

the creation of a synthetic transaction where a_
t hi r d- isasange madagarisgianupt derewtive pradeflis pesradifelizksgyvrotes (the

Fi nanci, Lpastruments fromthe | nvestor/ Hol der

hr ougrCENE LR ERoR Tepbaisey Fans 8 et B Bhe. ormars of the
of put fjiRvigaTeathfest iecsthpeichd): (hpSwerfimmcRdlihstRitiéhs agree to
put option agreenent that shall have been pre-execute

wi t h tiseud geukinanefloinstrementsi whish aré¢hapapurchasei lpna nop-related,

The stpi ppi f principal / f the. .
or 1 riti e ot AU B B0 R Bheni S fugns ssues
and sepabahl ONNalitk tahedRlof kwﬁfaﬁng‘F‘t@t@LN%Pt}@éﬁN of the other

pool s constituting simlar Financi I nstrunents. 2. 3.
The cofiphretid afhftetetiomf (Epurddr €L mccwmoptiiizddedby the target

t hrough the cross jssyance and acquisition,of .
der i vafQWECBRIdY Gc‘t@"&aﬁ %SP@EP qﬁp?‘tﬁﬂéﬂ‘tﬁ dERStEd iR trugi Ryrguant to

') W thi . e: i s\ S
mhre of "G RS RS ARRSAE! ARtk TR BENURRGH sset pool
fi nancisdd fonsidh OLNoiBSha@@rigéndlly isssadebyt the thigeameamtounterparty
Instruments which are then tpur chase by a non-rel ated,

S

% hi r d- ?ﬁaﬂ't%_? elaﬁl?lég{%r@em?fﬁéri @E‘)‘it‘ﬁ%lhinéﬁ @rrqevgl\ng from the asset
i nenck el OBt POR: LERARRP O RSP Sp cux co

fi nancingéntibesid thak iR ultlate @RAder @fNhe CERCYrldd gaRdisher of the
the target counterparty's original Financial

| nst r ublsderdyidgpbdsietlede] the swep qfuthsu@hiN betvecenr tst two original

i ndenture (the "Underlying Asset"), (d) the Underlying
Asset Po¥I™-used for each CLN is that originally issued

by 4t heTB@Eﬂ?ﬁe&War@%@@%ﬁ Edoss Kshidde aﬁ%l@éﬁswap of a CLN

derivates Its creditwrthiness and value fromthe
asset pothke tarpstedapyotiterpmatyesol asstoi ¢énableoeachh@LNi issuer to hold a
targeted.to purchase the e intent being that

the ul ¢t HBpUPeRf inpica cl\élﬂ‘(nﬁq%ngaﬁ% GERUTENZSE st redife its own
the  gept obligations that would prevent further profiting from the use of
fractional reserve banking leverage and interest rate/discounting arbitrage
involving the use of the Proceeds from the sale of the Financial
Instruments.

A system in accordance with paragraph 1 wherein said Instrument N° 1 is replaced
by an insurance policy, guaranteed insurance contract, revolving standby letters of
credit or bank guarantees or any other type of financial instrument which replicates
the construct of a reverse annuity.

A system in accordance with paragraph 1 wherein the maturity of said Instrument

N° 1 is shortened or lengthened to coincide with a desired portfolio maturity.
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10.

Underlying Asset), (e) the swap of the CLN between the
two original issuers. 2.4. The engi neering and

wanlsem4ent cross i ssuance and sal e or swap of Per/CE2405/013489

the target swap counterpar#y so as to enable each CLN
issuer to hold a derivative instrunent instead of

hayi inf 8 Qyit Daragtdghe] Viser@Anh i
og}isggfﬁgﬁs&?ﬁg{a&%ulld g? ea\%er?tr fur}‘t?eﬁer p?ﬁ? ihltai1 ﬁgrcfhﬁ g?npayment

t hestaldreerdffof frstunenaN°rlesanvreatzdnki degrdasaceredayeyeandhe face value
i nterest rate/.di scounting arbitr&ge involv'ng IP? use .
ofPAY RIS L JBAEHY £P Gt OhBICEse %Bf ﬁf‘ésitith%\rﬁjma fial leverage in the
I ent o j c n i r

1rﬂﬁ§é&%ﬂ g%ristg’ 1Pﬁaﬁx‘;ﬁ%h€fﬁrﬁ%}@ goidla ﬁgcéﬂdé L}’?/&gn\%gfea%layable at

erein nstrument I's rep
| msatidnge policy, guaranteed insurance contract,
revol ving standby letters of credit or bank guarantees )
orA gryteat h@rachiv@n@ﬁ With apeeagipph nls tvhgsiat saidi gtrument N° 1 s

repli. h f r [ RAA o
SO 5ot RGNS Ui P USRS oE by R Py one s
Mahiihd Nrs@fnstdingenk ASE LHABThstNirhehtNS DY iR t8Instrument N° 2.

| engt hened to coincide with a desired portfolio

metk By stery 16 acgordgnsearith pagrphdawbereiit the qaah agrerpler value of said

erein t initial .purchase paynment installnment fg
NG RRheT 3 b B0 PN s5BR-FL PPt Ther form of
t RnéMC Or UALE tRAYERNGtRIN RhYTakd ¥xRAJES oF ddIGEERS Sncrease or
or decrease the financial |everage in the transaction

(fdecshsd st prdfmet therossuer dnvihdeeveby thdasfuac eepaichases its own
pg_}vngbl.e at maturi tﬁ). 6. A s%st emin accordance with
pdP2gFiabProfuGhid ABY HMEA0RS RIEWGHent N 1 i's el i mi nat ed

a r t j Ve t

2 b o e art PRl B 1Al ki Ipsl Bl P s eplaced
| oyt onen@ninold Zeroscoapph inekst eevioivdhg wireioh-dvalving stdndby letters of
systemin accordance with paragraph 1 wherein the cash

s FFiBhae PaRka BHE ABIeCS APT@MIFROTY BRtsHt ctificatss of dgppsits, debentures,

| DAL SRIY RS apee i eRkARGd Py GOBEALIST o £UMA (e

e redenpti on terns ext ended or

nodhtédegdont]9” iof CTpeiaspabbneCUS aF@aduie spify)ithatt Matre concurrently
issuer in the event the issuer repurchases its own

f imgndicanatprivodate ohanyfiym ofusfisancing wherean theeprincipa negds to be

T e SR BB b MBS T SR mers or

nQﬁ@?inté@MQJo\ﬁE&gs 1Bht AV IMOLMhPdesttaHpcthvet ters of

credit or bank guarantees, prom ssory notes,

cek systéroan escondlange poishi paagpbd mvberes) said Instrument N° 3 is replaced
by a series of one or more zero coupon notes, revolving or non-revolving standby
letters of credit or bank guarantees, promissory notes, certificates of deposits,
debentures, pay orders, strips purchased at a discount and that are timed to mature
concurrently with the due dates of each and every interest payment payable under
a secured loan agreement or other form of refinancing where it is necessary to
fully secure all future interest payments, including any form of swapping (swap) of
the above instruments or their interest coupons that achieve the same desired
objective.

A system in accordance with paragraph 1 wherein said refinancing is fully

defeased by either pledging a portfolio that consists of Instruments N° 1, 2 and 3
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11.

12.

13.

14.

15.

pay orders, strips ("Strips" which are 1/Gs or P/ Cs
purchased at a discount) (e.g. "interest-only" or

WO poostacd4pal - onl y" US Treasury strips) that matRCBEUS2005/013489

concurrently with the matueity date of any form of
refinanci ng wherein the principal needs to be fully

Sﬁé‘dt"e  oth&CHi e A9 i AR THON | RIEBP LAGer( hpief 8 LA b

a ovee(lgnost runent s c])r t hei rsnﬂﬁ nt zer est coupolﬁd\gg%}h%t 812§ 9 above
agshisemeity htbeichprecabssigr 8 odfjrentingeto Qualfysypstarfuily or partially
agcor dance wi th paragraph 1 erein said I.nstrungnt NO )
3dgfeasedpiransaciosy (RosEcrEsede Biteboirowsr as Jermormglipdhe case in
n : I or non-revolving standby letters of
c%g%??n%?xggn%ﬂ%&'ar ant egs, prom ssory notes,

cardysfent it &goffandepasi paragrdph & nihereid, saphlhsauaehss, N° 2 and N° 3
strips purchased at a discount and that are tinmed to
nereuredlased cir rrepinele Wingrcighereflyst dhatedelberedeh samg features as
every interest y yahl e under cyred.l 0a .

ST e BT OTRRE hPE LR AR GREHRRLAERm note or
NBRATSAITY nofe btlbbyd)satpysabilt 4 tiked §rindipal 8Sbunt at maturity and
payments, including any form of swapping (swap) of the
abavaonthdy,rqnastarly, smitdnsual pharmas coepnnsattechddathat guarantees a
achi eve the sane .desired. objectjve. . A systemin

B dBSRES ST e BAEAGP SRCRSRR Efch Sty T ESHERep ey due date.
& bdny Hehensgdn i cSidbART withefghRgpR 1P AhkEeh 'lﬁsthﬂﬁ'énts N° 2

consists of Instrunents N 1, 2 and 3above or ot her

f amBoicNaI3 isfase raphaed dypr siukidgduhdor angethepdoay oé phust Geposit of
and., 9 aboye secur.ity thereby causi.ng the

r %qshrpo{ﬁepryf@tagie %HF‘F‘W}/}E& g&*’f“?ﬁ?ﬂ% ?‘6? f‘ﬁg‘fet PRimEnt or repayment of
def: d S ' on- 0 : : r :
EHAAPEC AhGAPARGERD SEOMIDRE O MscoBnkAl PATHANET of Factoring
Aasysdeatont, wikareior shiah ceiswwadsbtspae aged phsebuvd fneierotdigiatdons under

Instrunments N 2 and N 3 are replaced by a_single

f thedpaneandurasdifianstoh attruseindgatuse phanysaiRer fasmy Ofy ledst ggrangement
ng(v%gpg%}ngﬂgn%rtnﬁ?e%h of the two separate products

(e’’g. a®nmediumtermnhote or prom ssory note or bond)

t padyshay Sr Ghéthad fih secbrBamndecwhal p Bt 1aihéRirltHet vadier, asset
has nmonthly, quarterly, sem -annual or annual coupons
ameaagredort drhitragaar usesee speriglupurpese o Obanksuptexriemoted gompany

BB 130 SR G o i st ik o BERRGl 9 the purpose of
PRARGRADR rkkWAa/R intaxiMsiing RNER bBheitd Rd{HRrindbstork S/ ar e
repl aced by a sinking fund or any other form of trust

dApsystam afr methbddn ameokdanedbivatls peragraphet wheaein the simultaneous

.guarantees the future paynent Qqr. repa
qu?r Beh

t oof = .
Henpae meehARSm PRUANE SPYISIRE] 1D HAE n%gx _ggdf)ﬂ{li’)l‘ﬁ}f, (iii) above
I el Bt OO thd @ehRSd Hor¥ 5131%8?6?&§vati‘0’9 g@lﬁhaafsfﬁ%@uments (e.g.a

rust assets are used to secure future I gat 1 ons
usehésr secured note that derivates its value from the underlying assets deposited in

trust - the “Derivative Instrument”) and the Derivative Instrument is secured by a
combination of Instruments N° 1, 2 and 3 above or other financial instruments
provided for under paragraphs 8 and 9 above and sold into the capital markets with
the intent that the sales proceeds will be used to refinance or liquefy the
investment portfolio.

A system or method in accordance with paragraph 1 wherein the refinancing

mechanism options envisioned in paragraph 1 (d) (i), (ii) or (iii) above are replaced
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16.

17.

18.

19.

20.

21.

the ternms and conditions of a trust indenture or any
ot her form of trust arrangenent between grantor and

WO emstesE32 13. A system or net hod i n accor danceP@i/Ub2005/013489

par agraph 1 wherein the in#2stor, asset nanager or

arbi trageur uses a special purpose or

" RARd RIEYN F ETBAE or GABRARYi (atRRGihardcal Rk &huiBts (e.g. a senior
portfolio and all secured debt obligations for the =
pecpedaotd that derivates ithealue $tonathy erdenyiigrassetaglepositedan trust -

benefits t.o the investors. . .A system or nethaod i

DEE ot Ve oy Sishine Hharauiie TraBu St e susd and sold
refi ' ' ' [ I%}ggn par agr aph
1&%&%@9/(@@?}%@% Ip(Ha o@ggﬁal\rﬁlgﬁﬂr epl a%:%d by the
cAeststenmn @f metiwdoin aocerdaeei withi peragiaphntivelierein the anticipated

instrunents (e.g. a_senior secured note that, derivates .
i defeapsd yloan rig mieplased e Siraight §36t wlefoldiet wyestment portfolio
t - " Der i vat jcve. - " - -
R ) D pRRARA S VRO B epheAhal insters all rights, title

| &t inteRBt So el bueraBfld hlldbaveheosel Rl her rehidv@nbotal the asset and
i nstrument S@Ji)r ovi ded for under paragraphs 8 and 9

abahiBtiesrglases) @ thatnyesheerd Herdelio ard/Retrty iidge tefaancing from its
I ot Gf(ﬁt that the sal es proceeds will be used to

r%q ance or liquefy the investment portfolio. 15. A
sXs§ReRorMBlehRM M adciaastRNGRthWpiagphatRidteih the repurchase
wher'ein the refinancing mechani smoptions envisi oned

i meglzanasyn 4Repo”) dnvisigned(under dr (i 4hgveals ageomplished through an
repl acedby the creati of. one or re.derivative
(Pimcran stk dmemes Hattjal FrulinelR Seit iiite fhapd final
dedilMAER ol the Repbue from the underlying assets

deposited in trust - the "Derivative Instrunent”) and

t AesySemi \oatmvihod nataceoeianse avith pssgeghahdvisweia each step of the
simul taneously with the acquisition aof investnen
pioeessIgnyisionsd m\ﬂgy%m@ﬁ%@%@%w ¢laae B alCE! y oRe or more
p . \A@]ﬁ{e n A G a '

r%% acggg%rggsa Str %ti %rLeFSxéQ{IB ﬁé % g‘ﬁg%gg)ct (I;er%i ﬁxsg%r%u%g%tn WSwhere the

pexedchinbh gisky beUdithinhaedt theouphesimtiaomabhgi@etemgahstoad of a single
agreenent that transfers all rights, title and
i eficevs sgreemenhleetyggrpll shedpaitieond theesgem agent.o r enove

both the asse nd liabilities related to the.

A Dt meefom s hitenst Il R Jophiin the, purchase or
f fe@imahdifig RAAKSrumdnts A°SY She@mB B ad¥ehipfidhd NREGEH BRNESm of: (a)
wi th paragraph 1 wherein the repurchase nechani sm
(InRepwedjationhysi Bnantialndsitution §or the puepdss oddraosigtminghBumds from
thro#lgh an _exchange of .stock or Bsher fi nglnci al. .

i st Emals: SOFe (tRedn JUHRATLUSETy (P) ATeFLs PHAPANEL ARYUNiNS: SWaps,

f 95tidrfae s®W&M%ons or exchanges of like-value instruments; (c) instead of being
bought with cash are secured by a pool of underlying assets, whether marginable
or not, deposited with the issuing institution to guarantee the issuance of the
financial instruments.

A system or method in accordance with paragraph 1 wherein the financial products
that make up the investment portfolio are in any denomination or currency, or have
any future maturity.

A system or method in accordance with paragraph 1 wherein the refinancing of the

investment portfolio is in any currency.



10

15

20

25

30

22.

23.

24.

25.

26.

27.

18. A systemor nethod in accordance w th paragraph 1
wherein each step of the process envisioned in the

waondlot®eous escrow cl osing are repl aced by OPET/DK2005/013489

nore escrow cl osings done aB one or nore escrow
| ocations or venues and where the execution risks are
eAlggﬂsw QA hbMBHGR SQBFACE Ugith WraR tis wheadig afle qfeﬁaancmg
singl e escrow agreenment between all” the parties and
tlhec}mmsnovmv@g\e:sta Réo (rprychaRnbpthenmgm@Il issuearooa devecse Repo
g$ ara g mherejn the‘gurch%fe or refinanci h
e e TR 1S3 s WP BRAIE | o ILHPBE (Bttythe same
: cial institution
f@%ﬂ’ﬂéﬂtpﬁ@pboéslg{eg? &Fg{éﬁéé 8? rt'wsg%}efé @Bf roman ultinmate
sAawysent or atethdd inmadceordimee ;wiflp pamgsath bxditaeigethe Technology is
i nvol vi ng _swaps, options, swaptions or exchanges of
| ingderpantae Wit OF pvghnus -hedaimng; o pwaRN et Ohaiy, @tft% UgHgstment risk
h are secured by a pool of underlying assets,
WWégﬁgs%narglnable or not, deposited with the issuing
|R%§/St%ﬂ1t $10Reth6d GHAERRIARE Wi pz&ﬁ%&@ﬁﬁ& whertihetht rdtaneicitlg of the
i nstrunments. 20. A system or d in accordance with
pavegmaptpartiphieiedonettheoughnaingirancer oduct s t hat nake
t he inves fo lo,are in any nat i. an. .or
R v M B RE P oBRptarte Pu it f) W BFORRNE RaiR B of the
NEhRRdal TAkmRHAANES Wrt hapahagisdthdd éM‘%hgir’(hlth@SIP or ISIN
refinancing of the i'nvestnént portfolio is in any
cregiseatyn 2umbers yhe et egistnsidmo Numbatr dodéasglgatei the settlement
par agraph 1 erein the r flnanC| mechani sm i nvol
D™ Bre ool i gecag e NOPPgRn AT Tatier Jepmet Orédtzations
FGHE gle d& ps%c&ﬁ@é%uérgh@%@dk?ﬁ( id¥21 9P P Abt, a%ﬁ)‘b?rm\%l‘{/@ any form
an a requi rement that tRe sane I nstrament w
| &ft seeur sxescayusipy teghsber itnpeensamed behlchange A3he Reg;sﬁ'anmn Number of
net hod i n accordance with par atgr aph_ 1 wherein the

TEE IR yserariiishp (SRt €4S O %%H@‘Flﬁ@ Iggntification
C#Irocg r¥s§rlsﬁpé¥uﬁ19 '&If:gjt s@é{ﬁﬁ gErHImlSélﬂé yak?érﬁol?s\éﬁrr{l ﬁqu US and

accor ance W agrap

V\C%éﬂanAhfIﬂteﬁﬁzftidﬂahSé@@tféﬁ Idditificar &s Numitier RISTN) @botle cossists of
done t hrough reinsurance. 25. A system or nethod in

awt elpbarrouniy chdpAFKY3dph) or Wiefai securidesy é@mberﬁdtbyoﬁEDEL or

cPigtfeal COa Yph g R R RYY 8 FRRERM 1RErHECcSE or the

" EaAdh GDRD/FGA8I: dode Carlda éldck i@t he sett | ement
t hrough one of the recogni zed fiduciary third-party

sAt systerenor onaybed Zatacsnslance with paragraph 1 wherein the Issuer or
Financial Institution acts for its own account or as an intermediation party.
A system or method in accordance with paragraph 1 wherein a refinancing or Repo
transaction is recognized on that party’s balance sheet or alternatively is
engineered as an off-balance-sheet financing or refinancing for the purpose of not
adding debt on a balance sheet that could potentially deteriorate the balance sheet
ratios, whether or not such off-balance-sheet transaction involves the sale of
receivables with recourse, take-or-pay contracts, bank financial instruments (e.g.
guarantees, letters of credit, loan commitments) and whether such transaction
involves or not a credit, market or liquidity risk. The above-described definition

of off-balance-sheet financing or refinancing is based upon the definition provided
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28.

29.

30.

31.

32.

33.

34.

35.

whet her such securities are issued in global formor
not, and/or involve any formof securities

waephiaanst er i npl enented by a change of the PCT/US2005/013489

Regi stration Nunmber of the4ériginal securities. CUSIP
("Committee on Uniform Securities Identification
PhoB&GSH 85 DicliSndty HMEnGh@ & BReSmhdnt SferMd D6 Pdition” and the
systemused in the US and Canada. An International
Sdafinition eSthbsephrasdsdatGanerdilyderep(ddsh sfountite Peioniplest(GAAP).
of an al pha coyntry code (1.50 3166 r XS for .
SActrel SLnehRgeh Adrorfrestil pieaPhd %‘i(%r?ma%q{ita? fransaction
PR bafird L8 daheonaid P88 Uelshit€$h an interest
?% é o?l H%ﬁnonngﬁ CE%EL E EOCPear codg?ﬁgﬁd g c ecl%nmeres
diagd br yi2d tAnspwiterdifferengalhadtuahonsyohetaraty onedtéd, and which is

paragraph 1 wherein the |ssuer or_ Financi al )

| AEACagk ppRArQitt §nfasroff-balapgm Shedt dhiruehra REOcgps of arbitrage, debt
[ -at | . A t [ . _
1 TTERP AL o8 ST FRYM ey dscouncea
Renfeit hagseacidl@ds. i S recogni zed on that party's bal ance

sheet or alternatively is engineered as an )
of\fsyblameprcmebing én awm%aiw wgjtloparpgrph 2rivharginfthe Repe involves the

purpgse.of .n addi ng debt .on. al.ance. sh hat .
O e B R P aRF g i pE MUARGF iR R gledthe o syntheeic
r alsb0s, whether or not such of f-bal ance-sheet

transaction involves the sale of receivables with

r Acysteseor makeddn-apegrdaanst widlk peraghanhk? Mharene the Repo involves or
instrunments. (e.g. guarantee letters o edi t, l.oan

B A ¢ Sisdi APED (B e GH N v BiMsE 4830 of such
nekirBmeh@/dit, market or liquidity risk. The

above-descri bed definition of off-bal ance-sheet

f Ansysteimgr methodfin aacucdageiveittbparegraph @whdreindéé noimbeonf Issuers

pr OVL“l%edi n Barron's "Dictionary of Finance &
| QSRS tWiephgore GEN AN vmterpditict-he definition of

t Qo r | n cgept unt | : :
oS B Sy LSRG R (B e i
apited/disntasedi tb ltafatag tiapRefo vhefeeiwapopéceodf theeCLN is lower than

transacti on engi neeri ng_ conmponents whjch are part_of . )

t that geksnoeld gy masdify taghiened undeittbe egginahisaucopricq @f the ianancial
turity differential tyal or syntheti.cal .

c Pttt i i a3 e g B IGF %fekpical s 1o the

obfiginal B§\ee. sheet through a process of arbitrage, debt

swap, forfaiting or discounting or the swap of future

cAsdysteloor wiethedms adéardanast widh paraghaphr2 phersemthevcapssesvap of the

2 systemor nethod in accordance w th paragraph 2
Wb 7 BT ATORRS RETLSESrTpte 4NG SgRp. Counterparty
oﬁﬁérﬂ:‘?’(ﬂ P5ifBbns dPAnWuLR BE iMekhedihtibR tseAlicQf of h @Rl NBhancial
a synthetic asset. 30. A systemor nethod in
anstndien @eting hhfaditaigr ap AanothikeetheidapdrhearReper onfacilite®r.
or
A system or method in accordance with paragraph 2 wherein the derivative CLN
uses a form of trust-linked note or certificate or not.
A system or method in accordance with paragraph 2 wherein the security interest
in the Underlying Asset is executed through the issuance of a credit-linked note
(CLN) and whether or not the method of securing such CLN employs a trust
indenture or any other form of securitization achieved through a trust or custodial

form of third-party fiduciary arrangement.
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not the use of a credit derivative instrument (e.g. a
CLN or other formof such instrunent). 3 1. A system
w@eoom®idser i n accordance with paragraph 2 wher BCTUS1005/013489

nunber of I|ssuers involve dfe, two or nore CLN swap
counterparties. 32. A systemor nethod in accordance
Wrhé spaSi AGEABBdMUMSHEIHE inbenitS§OUREIREd 86d MIBliHicdSREein are
to calculate the Repo or the swap price of the CLN is

not tol teveemsidesd inreakimaing feasy aghdmtwusaiaciaiions aelpossiblg. The subject

under.the original jss rice of the Financial .
matey, AP B el e PBHek SRR D FamPiatipgs ad sub-
combiglra{iﬁlg‘ﬁggﬂé VaPRoRs [RatuPR, @ldngiial m'eﬁﬁ)ﬁﬁ,r gur%%onf‘_aﬁﬁg@ﬁtrhgﬁpopenies

I'n accordance w th paragrap wherein
disclos¢d deradmapNoofirghe fEithie, | fanettdr, evietheatr ocar p@pgeyl of the disclosed

directly between the two swap counterparty financi al
embogimants i pPRBUYr Ther oligh 1 81a1me fehdgi Cirtadh cembinatiens gnd sub-

" . : i NSt . h . 0
com gl Bt eSS A LBy st
combBYEb@ b Ofeatiieéd) Pahdtidna sl n e CiBethotlh aﬁ@/ba?f(i}j@hie% may be claimed

wherein the derivative CLN uses a formof trust-Iinked
throughoamendment of fthe areseny clagns opPregnigiivmenf sewneleay in ghis or a

ccor dance, W, t aragraph ..2 wherein t securit .

related GBEIGERRF A Do, S PRh e BE i eb Bl kg caval in
scopeltbend §r$%iﬂéllcﬁaiﬂ{s, areC188 tdoatdedkRdnd108&1 ¢4thN therdbjebembgér of the

or not the method of securing such CLN enpl oys a trust
discloswgent ure or any ot her form of securitization achieved

through a trust or custodial formof third-party

fiduciary arrangenent. The specific enbodi nents of the

i nvention as disclosed and illustrated herein are not

to be considered in a limting sense as numerous

vari ations are possi ble. The subject matter of this

di scl osure includes all novel and non-obvi ous

conbi nati ons and subconbi nati ons of the various

features, elements, nethods, functions and/or

properties disclosed herein. No single feature,

function, elenent or property of the disclosed

enbodi nents is essential. The follow ng cl ains define

certain conbinati ons and subconbi nati ons which are

regarded as novel and non-obvious. O her conbi nations

and subconbi nati ons of features, functions, elenents,

nmet hods and/ or properties may be clainmed through

amendnment of the present clainms or presentation of new

clains in this or a related application. Such clains,

whet her they are different, broader, narrower or equa

in scope to the original clains, are al so regarded as

included within the subject matter of the
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di sclosure.l CLAIM 1. A nethod of performng a
mul ti-participant financial transaction that includes
w@200e00@B82 and that will result in a net profitPEDUSBNN5/013489
partici pants, conprising: aequiring and forfaiting an
i nvestment portfolio formed from plural financial
I CLAINBt runments via a sinultaneous escrow closing, thereby
maki ng a ri skl ess-principal transaction wherein the
r &f i nafvanethod pbpeéarsning e rewltiFrargedanigiiansial ttehjagtory that
. 1 rights, title and.interest.to the investnment ..
includfs ot 554 gha it r G 2 5t PR IO Sl Bt SeR o Fri A
[ ; c s W ' bEi Vbl | ;
G ARG RELAME Pl FHEHHRDE ISRTONE AR HOMIpithal | financial
instrumenyr viai agsimuldeeausi esargwanlosimgeshereby mekingoh i rdskless-principal

formed frompluyral financial instyunents;. purchasin i
fransagen NAGERR Hme%ﬁamlg)mfes S PAraxCoINEgdARAISt dHBGHS ofall righs,
title aﬁég{t&‘é’st%?ﬁé ﬂ&e%tl}?eﬁqf p&%limﬁ iR “éflaér. cl osi ng documents

and exchangi ng si mul taneously all closing docunents;

aborting the sinultaneous escrow closing in the event

t he simultaneous escrow cl osing does not occur wthin
a2-pr es@neethed of pardorming andnyestment Gygleawith andtiplel participants that
.1 tran tiondi-sks, faor. all p I ci-pants; exercising a
win RS BB PGPS OBURED S |

ShiBerivANas Wh 1hViEaaénTRtHS fdrfletd Irdme blut@inGhd@ial instruments;
mechani smthat functions in escrow and i ncludes an

epurchasingthegipvesimeneportivboeas darood @ Kengtangpus osesdwtdlesgng that
.of the follow ng substeps: perform.ng a defeased
requirfy p o] g ShCiTEs AvEShelitng oty Bhegus ofiEliing ocumens:
Uiorfih@ ARE sRhult ARbOLBRROW ¢1BsihB8n! HY &SeABHe ARMIGALLR escrow
at a price based upon the relalionship of the incone
closingtdoesampbbcduneviins arpreshtcted omehthius epnesaintg agl arel @t transaction
. ﬁ/i el d-to-maturity desirable to a third-party buyer;
risks {95 A}l PAGIGA S nvest ment portfolio to one of the issuers

of 16 %r@ Cefion! DSdEiyIBNLS{ or conbinations of at
| east {1 opt gnéﬁbssteps’. @ The met hod of claim 2,
| ¢tdogihighgat hednsiltepedals-inegeatntagortfbloirafiesicirgnt ntachhgism  that
recited in claim2. )
functions in escrow and includes an exit strategy substep chosen from the group
consisting of the following substeps:
performing a defeased refinancing of the investment portfolio;
forfaiting the financial instruments in the investment portfolio at a price
based upon the relationship of the income stream of the instruments to their present value
at a yield-to-maturity desirable to a third-party buyer;
selling the investment portfolio to one of the issuers of the financial
instruments; or

combinations of at least two of the substeps.

3. The method of claim 2, including the step of repeating the investment cycle

recited in claim 2.



