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Unlike the initial investors in a
fund, secondary buyers are
investing not just in the fund’s
management team and track
record, but also in its existing
portfolio companies. This provides
the opportunity for careful due
diligence and analysis of each of
the fund’s portfolio companies.
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ÄÉåÉÑáíë=çÑ=íÜÉëÉ=~åÇ=~åó=çíÜÉê=ëáÇÉ=äÉííÉêë=íç
ïÜáÅÜ=íÜÉ=ëÉääÉê=ï~ë=~=é~êíóK

Tax and Regulatory Transfer Restrictions
bîÉêó=íê~åëÑÉê=çÑ=äáãáíÉÇ=é~êíåÉêëÜáé=áåíÉêÉëíë
ãìëí=Åçãéäó=ïáíÜ=íÜÉ=ÑìåÇÛë=äáãáíÉÇ=é~êíåÉêëÜáé
~ÖêÉÉãÉåíI=ÑÉÇÉê~ä=~åÇ=ëí~íÉ=ëÉÅìêáíáÉë=ä~ïëI=~åÇ
~åó=çíÜÉê=~ééäáÅ~ÄäÉ=êÉÖìä~íáçåëK==qÜÉ=é~êíáÉë
ãìëí=ÉåëìêÉ=íÜ~í=~=ëÉÅçåÇ~êó=ë~äÉ=ÇçÉë=åçí=~äíÉê
íÜÉ=ÑìåÇÛë=í~ñ=ëí~íìëI=~åÇ=íÜÉ=ÑìåÇÛë=~åÇ=çíÜÉê
é~êíáÉëÛ=êÉäá~åÅÉ=çå=ÉñÉãéíáçåë=Ñêçã=íÜÉ=êÉÖáëíê~J
íáçå=êÉèìáêÉãÉåíë=ìåÇÉê=íÜÉ=pÉÅìêáíáÉë=^ÅíI=íÜÉ
NVQM=^ÅíI=íÜÉ=^ÇîáëÉêë=^ÅíI=íÜÉ=bãéäçóÉÉ
oÉíáêÉãÉåí=fåÅçãÉ=pÉÅìêáíó=^Åí=E�bofp^ÒFI=~åÇ
~åó=çíÜÉê=êÉÖìä~íçêó=ÉñÉãéíáçåë=çå=ïÜáÅÜ=íÜÉó
êÉäóK

qç=~îçáÇ=Ü~îáåÖ=~=ÑìåÇ=Åä~ëëáÑáÉÇ=~ë=~=éìÄäáÅäóJ
íê~ÇÉÇ=é~êíåÉêëÜáé=E~åÇ=ëìÄàÉÅí=íç=í~ñ~íáçå=~ë=~

Åçêéçê~íáçåFI=áåíÉêÉëíë=áå=íÜÉ=ÑìåÇ=Å~ååçí=ÄÉ=ÅçåJ
ëáÇÉêÉÇ=íç=ÄÉ=�êÉ~Çáäó=íê~Ç~ÄäÉ=çå=~=ëÉÅçåÇ~êó
ã~êâÉíKÒ=lêÇáå~êáäóI=éìêÅÜ~ëÉë=çÑ=é~êíåÉêëÜáé
áåíÉêÉëíë=Äó=ëÉÅçåÇ~êó=ÑìåÇë=ïáää=èì~äáÑó=Ñçê=�ë~ÑÉ
Ü~êÄçêëÒ=ìåÇÉê=íÜÉ=í~ñ=êÉÖìä~íáçåëI=~åÇ=íÜìë=ïáää
åçí=Å~ìëÉ=íÜÉ=áåíÉêÉëí=íç=ÄÉ=êÉ~Çáäó=íê~Ç~ÄäÉ=çå=~
ëÉÅçåÇ~êó=ã~êâÉíK

qÜÉ=ë~äÉ=çÑ=~=é~êíåÉêëÜáé=áåíÉêÉëí=áë=~=ë~äÉ=çÑ=~
ëÉÅìêáíó=íÜ~í=ãìëí=èì~äáÑó=Ñçê=~å=ÉñÉãéíáçå=Ñêçã
êÉÖáëíê~íáçå=ìåÇÉê=íÜÉ=pÉÅìêáíáÉë=^ÅíK==qÜÉ=ÑìåÇ
~åÇ=íÜÉ=íê~åëÑÉêçêë=ãìëí=ÉåëìêÉ=íÜ~í=ëÉÅçåÇ~êó
áåîÉëíçêë=~êÉ=�~ÅÅêÉÇáíÉÇ=áåîÉëíçêëÒ=~ë=ÇÉÑáåÉÇ=áå
oÉÖìä~íáçå=a=éêçãìäÖ~íÉÇ=íÜÉêÉìåÇÉêI=~åÇ=åç
éìÄäáÅ=~ÇîÉêíáëáåÖ=Å~å=ÄÉ=ìëÉÇ=áå=ëçäáÅáíáåÖ=éçíÉåJ
íá~ä=éìêÅÜ~ëÉêëK
jçêÉçîÉêI=ÇÉéÉåÇáåÖ=çå=ïÜÉíÜÉê=íÜÉ=ÑìåÇ=êÉäáÉë
çå=ÉñÉãéíáçå=Ñêçã=êÉÖáëíê~íáçå=ìåÇÉê=pÉÅíáçå

PEÅFETF=çê=PEÅFENF=çÑ=íÜÉ=NVQM=^ÅíIN íÜÉ=íê~åëÑÉêÉÉ
ãìëí=ÄÉ=ÉáíÜÉê=~=�èì~äáÑáÉÇ=éìêÅÜ~ëÉêÒ=~ë=ÇÉÑáåÉÇ
áå=íÜÉ=NVQM=^ÅíI=çê=íÜÉ=íê~åëÑÉê=Å~ååçí=êÉëìäí=áå
íÜÉ=ÑìåÇ=Ü~îáåÖ=ãçêÉ=íÜ~å=NMM=é~êíåÉêëI=êÉëéÉÅJ
íáîÉäóK==cìåÇë=íÜ~í=êÉäó=çå=íÜÉ=�NMM=çê=ÑÉïÉêÒ
çïåÉê=ÉñÅÉéíáçå=ìåÇÉê=pÉÅíáçå PEÅFENF=çÑ=íÜÉ
NVQM=^Åí=ãìëí=ÄÉ=é~êíáÅìä~êäó=~ï~êÉ=çÑ=íÜÉ=ëçJ
Å~ääÉÇ=�äççâJíÜçìÖÜÒ=êìäÉëK==qÜÉ=NVQM=^Åí=äáãáíë
íÜÉ=ìëÉ=çÑ=ãìäíáJíáÉêÉÇ=éççäÉÇ=áåîÉëíãÉåí=îÉÜáÅäÉë
íç=~îçáÇ=íÜÉ=NMMJé~êíåÉê=äáãáí=Äó=�äççâáåÖ
íÜçìÖÜÒ=~å=Éåíáíó=íÜ~í=áåîÉëíë=áå=~=PEÅFENF=ÑìåÇ=íç
Åçìåí=íÜÉ=ÄÉåÉÑáÅá~ä=çïåÉêë=çÑ=íÜÉ=áåîÉëíáåÖ=ÉåíáJ
íóÛë=ëÉÅìêáíáÉë=~ë=áÑ=íÜÉó=ïÉêÉ=ÇáêÉÅí=çïåÉêë=çÑ=íÜÉ
ëÉÅìêáíáÉë=çÑ=íÜÉ=PEÅFENF=ÑìåÇK

låÉ=ëìÅÜ=ÅáêÅìãëí~åÅÉ=áë=ïÜÉêÉ=~å=áåîÉëíáåÖ=ÉåíáJ
íó=íÜ~í=áíëÉäÑ=êÉäáÉë=çå=pÉÅíáçå=PEÅFENF=çê=PEÅFETF=çÑ
íÜÉ=NVQM=^ÅíI=çê=áë=~=êÉÖáëíÉêÉÇ=áåîÉëíãÉåí=Åçãé~J
åóI=çïåë=NMB=çê=ãçêÉ=çÑ=íÜÉ=PEÅFENF=ÑìåÇKO qÜìëI
áå=~=PEÅFENF=ÑìåÇI=~=ÄìóÉê=~åÇ=ëÉääÉê=ã~ó=ÄÉ

Every transfer of limited
partnership interests must comply
with the fund’s limited partnership
agreement, federal and state
securities laws, and any other
applicable regulations.
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êÉèìáêÉÇ=íç=êÉÇìÅÉ=íÜÉ=~ãçìåí=çÑ=áåíÉêÉëíë=íê~åëJ
ÑÉêêÉÇ=íç=ÉåëìêÉ=íÜ~í=íÜÉ=ëÉääÉê=Éåíáíó=ïáää=åçí=ÄÉ
�äççâÉÇJíÜêçìÖÜIÒ=~åÇ=íÜÉ=ÑìåÇ=ïáää=åçí=äçëÉ=áíë
ÉñÉãéíáçå=ìåÇÉê=pÉÅíáçå=PEÅFENFK

cìêíÜÉêãçêÉI=ÇÉéÉåÇáåÖ=çå=íÜÉ=êÉÖìä~íçêó=ëí~íìë
çÑ=íÜÉ=íê~åëÑÉêÉÉI=íÜÉ=ÑìåÇ=ã~ó=ÄÉ=êÉèìáêÉÇ=íç
Åçãéäó=ïáíÜ=çíÜÉê=êÉÖìä~íáçåëK==cçê=Éñ~ãéäÉI=áÑ
íÜÉ=íê~åëÑÉêÉÉ=áë=~å=bofp^JêÉÖìä~íÉÇ=Éåíáíó=çê=~
ëìÄëáÇá~êó=çÑ=~=Ä~åâ=ÜçäÇáåÖ=Åçãé~åóI=íÜÉ=ÑìåÇ
ãìëí=Åçãéäó=ïáíÜ=íÜÉ=~ééäáÅ~ÄäÉ=éêçîáëáçåë=çÑ
bofp^=çê=íÜÉ=_~åâ=eçäÇáåÖ=`çãé~åó=^Åí=çÑ=NVRS
~ë=áÑ=íÜÉ=íê~åëÑÉêÉÉ=ïÉêÉ=~å=çêáÖáå~ä=áåîÉëíçê=áå=íÜÉ
ÑìåÇK
^ë=íÜÉ=ã~êâÉíéä~ÅÉ=Ñçê=íÜÉëÉ=íê~åë~Åíáçåë=ÄÉÅçãÉë
ãçêÉ=ëçéÜáëíáÅ~íÉÇ=~åÇ=ÅçãéÉíáíáîÉI=áí=áë=áãéçêJ

í~åí=Ñçê=ÄìóÉêëI=ëÉääÉêë=~åÇ=ÑìåÇ=ã~å~ÖÉêë=íç
ìåÇÉêëí~åÇ=íÜÉ=Çóå~ãáÅë=çÑ=~=ëÉÅçåÇ~êó=íê~åë~ÅJ
íáçå=~åÇ=íç=ÄÉ=éêÉé~êÉÇ=Ñçê=íÜÉ=áëëìÉë=íÜ~í=ïáää
~êáëÉK

qÜ~åâ=óçì=íç=pîÉíä~å~=jáäáå~I=^ëëçÅá~íÉ=áå=íÜÉ
`çêéçê~íÉ=C=cáå~åÅÉ=aÉé~êíãÉåíI=Ñçê=ÜÉê=~ëëáëí~åÅÉ
çå=íÜáë=~êíáÅäÉK

Emanuel S. Cherney
echerney@kayescholer.com

Timothy A. Spangler
tspangler@kayescholer.com

INVESTMENT FUNDS London Breakfast Series

UCITS for Hedge Fund Managers

Hedge fund managers are contemplating diversifying their portfolios and attracting
new investors. One increasingly attractive option is the pan-European regulated
fund, the UCITS.

Investment Funds Partner Simon Firth will look at UCITS from the perspective of a
UK hedge fund manager who is considering the merits of establishing a UCITS fund.
The discussion will cover the types of investment a UCITS can make, as well as
operational and regulatory aspects in light of recent changes under "UCITS IV".

You may register online at www.kayescholer.com (click on “Seminars”) or send an email to: londonevents@kayescholer.com.

Kaye Scholer LLP
140 Aldersgate Street
London EC1A 4HY
+1 44.20.7105.0500

8:00 am Registration and
Breakfast

8:30 am Session
9:20 am Q&A
9:30 am Session Ends

Tuesday, April 7, 2009

The Investment Funds Group of Kaye Scholer LLP holds regular breakfast seminars in our London office usually on the first
Tuesday of every month. These seminars address current topics of interest to private equity and venture capital firms, hedge fund
managers, fund-of-funds and traditional investment management firms.

N qÜÉëÉ=~êÉ=íÜÉ=ãçëí=Åçããçå=ÉñÉãéíáçåë=ìíáäáòÉÇ=Äó=éêáî~íÉ=áåîÉëíãÉåí=ÑìåÇëK

O pÉÉ=pÉÅíáçå PEÅFENFE^F=çÑ=íÜÉ=NVQM=^ÅíK==cìêíÜÉêãçêÉI=íÜÉ=pb`=ëí~ÑÑ=Ü~ë=áåÇáÅ~íÉÇ=íÜ~í=~=PEÅFENF=ÑìåÇ=ãìëí=Åçìåí=íçï~êÇ=íÜÉ=NMMJçïåÉê=äáãáí
~ää=áåîÉëíçêë=áå=~åó=áåîÉëíáåÖ=Éåíáíó=íÜ~í=ï~ë=�ÑçêãÉÇ=Ñçê=íÜÉ=éìêéçëÉ=çÑ=áåîÉëíáåÖÒ=áå=ëìÅÜ=PEÅFENF=ÑìåÇK=^å=áåîÉëíáåÖ=Éåíáíó=ÖÉåÉê~ääó=ïáää
ÄÉ=ÇÉÉãÉÇ=íç=Ü~îÉ=ÄÉÉå=ÑçêãÉÇ=Ñçê=íÜÉ=éìêéçëÉ=çÑ=áåîÉëíáåÖ=áå=~=PEÅFENF=ÑìåÇ=áÑI=~ãçåÖ=çíÜÉê=Ñ~ÅíçêëI=QMB=çê=ãçêÉ=çÑ=áíë=ÅçããáííÉÇ=Å~éáJ
í~ä=áë=áåîÉëíÉÇ=áå=ëìÅÜ=ÑìåÇK

A version of this article appeared in the February 16, 2009 issue of Buyouts.

Key Legal and Transactional Issues in a Secondary Private Equity Fund Transaction
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q^ic=ï~ë=áåáíá~ääó=áåíÉåÇÉÇ=íç=éêçJ
îáÇÉ=äç~åë=Ñêçã=íÜÉ=kÉï=vçêâ=cÉÇ=íç
áåîÉëíçêë=áå=~ëëÉíJÄ~ÅâÉÇ=ëÉÅìêáíáÉë
E�^_pÒF=ëÉÅìêÉÇ=Äó=~ìíçãçÄáäÉ=äç~åëI
ëíìÇÉåí=äç~åëI=ÅêÉÇáí=Å~êÇ=äç~åë=~åÇ
ëã~ää=ÄìëáåÉëë=äç~åëK==lå=cÉÄêì~êó
NMI=OMMVI=rKpK=qêÉ~ëìêó=pÉÅêÉí~êó
qáãçíÜó=dÉáíÜåÉê=~ååçìåÅÉÇ=íÜÉ
qêÉ~ëìêó=aÉé~êíãÉåíÛë=àçáåí=ÉÑÑçêí
ïáíÜ=íÜÉ=cÉÇÉê~ä=oÉëÉêîÉI=âåçïå=~ë
íÜÉ=`çåëìãÉê=C=_ìëáåÉëë=iÉåÇáåÖ
fåáíá~íáîÉI=íÜ~í=ïáääI=~ãçåÖ=çíÜÉê
íÜáåÖëI=áåÅêÉ~ëÉ=íÜÉ=~ÖÖêÉÖ~íÉ=~ãçìåí
çÑ=ÑìåÇë=~î~áä~ÄäÉ=ìåÇÉê=q^ic=Ñêçã
AOMM=Äáääáçå=íç=ìé=íç=AN=íêáääáçåI=~åÇ
Éñé~åÇ=íÜÉ=ëÅçéÉ=çÑ=q^ic=íç=áåÅäìÇÉ
äç~åë=íç=éìêÅÜ~ëÉêë=çÑ=ÅçããÉêÅá~ä
ãçêíÖ~ÖÉJÄ~ÅâÉÇ=ëÉÅìêáíáÉë=E�`j_pÒF
ëÉÅìêÉÇ=Äó=ÅçããÉêÅá~ä=ãçêíÖ~ÖÉ
äç~åëK

The Problem – A Paucity of Available
Credit for Consumers and Businesses
qÜÉ=áåíÉêÉëí=ê~íÉ=ëéêÉ~Çë=çå=íÜÉ=ÜáÖÜJ
ÉëíJê~íÉÇ=íê~åÅÜÉë=çÑ=^_p=ëÉÅìêÉÇ=Äó
~ìíçãçÄáäÉ=äç~åëI=ëíìÇÉåí=äç~åë=~åÇ
ÅêÉÇáí=Å~êÇ=äç~åë=EÅçääÉÅíáîÉäóI
�`çåëìãÉê=iç~åëÒFI=~åÇ=ëã~ää=ÄìëáJ
åÉëë=äç~åëI=ëéçåëçêÉÇ=Äó=íÜÉ=rKpK
pã~ää=_ìëáåÉëë=^Çãáåáëíê~íáçå=EíÜÉ

�p_^ÒF=~åÇ=Ñìääó=Öì~ê~åíÉÉÇ=~ë=íç
éêáåÅáé~ä=~åÇ=áåíÉêÉëí=Äó=íÜÉ=Ñìää=Ñ~áíÜ
~åÇ=ÅêÉÇáí=çÑ=íÜÉ=rKpK=ÖçîÉêåãÉåí
E�p_^=iç~åëÒFI=Ü~îÉ=ïáÇÉåÉÇ=íç=äÉîÉäë
íÜ~í=Çç=åçí=ÅçêêÉëéçåÇ=ïáíÜ=íÜÉ=äÉîJ
Éäë=çÑ=ÇÉÑ~ìäí=íÜÉ=^_p=áåÇìëíêó
ÉñéÉÅíë=Ñçê=ëìÅÜ=`çåëìãÉê=iç~åë=~åÇ
p_^=iç~åëK==iáâÉïáëÉI=ëéêÉ~Çë=çå
`j_p=ëÉÅìêÉÇ=Äó=ÅçããÉêÅá~ä=ãçêíJ
Ö~ÖÉ=äç~åë=E�`çããÉêÅá~ä=jçêíÖ~ÖÉ
iç~åëÒF=Ü~îÉ=~äëç=ïáÇÉåÉÇK

qÜÉ=ïáÇÉåáåÖ=ëéêÉ~Çë=~êÉ=áåÇáÅ~íáîÉ
çÑ=~=ëáÖåáÑáÅ~åí=êÉÇìÅíáçå=áå=ÇÉã~åÇ
Ñçê=^_p=ëÉÅìêÉÇ=Äó=`çåëìãÉê=iç~åë
~åÇ=p_^=iç~åëI=~åÇ=`j_p=ëÉÅìêÉÇ=Äó
`çããÉêÅá~ä=jçêíÖ~ÖÉ=iç~åë=ëáåÅÉ
íÜÉ=ÉåÇ=çÑ=íÜÉ=ëÉÅçåÇ=èì~êíÉê=çÑ
OMMUK==qÜÉ=^_p=ã~êâÉíë=ÜáëíçêáÅ~ääó
Ü~îÉ=Ñáå~åÅÉÇ=~=ëìÄëí~åíá~ä=éçêíáçå=çÑ
`çåëìãÉê=iç~åë=~åÇ=p_^=iç~åëI=~åÇ
íÜÉ=`j_p=ã~êâÉíI=äáâÉïáëÉI=Ñáå~åÅÉÇ
ãçëí=`çããÉêÅá~ä=jçêíÖ~ÖÉ=iç~åëK
qÜÉ=êÉÇìÅíáçå=áå=ÇÉã~åÇ=Ñçê=^_p=~åÇ
`j_pI=ÅçåëÉèìÉåíäóI=Ü~ë=êÉëìäíÉÇ=áå=~
Çê~ëíáÅ=ÇÉÅäáåÉ=áå=íÜÉ=îçäìãÉ=çÑ=ëìÅÜ
^_p=~åÇ=`j_p=áëëì~åÅÉëI=~åÇ=~=ÅçåJ
Åçãáí~åí=ÇÉÅäáåÉ=áå=íÜÉ=~î~áä~Äáäáíó=çÑ
ÅêÉÇáí=íç=rKpK=ÅçåëìãÉêë=~åÇ=ÄìëáJ
åÉëëÉëK

få=êÉÅÉåí=ïÉÉâëI=íÜÉ=rKpK=cÉÇÉê~ä=oÉëÉêîÉ=EíÜÉ=�cÉÇÉê~ä=oÉëÉêîÉÒF
~åÇ=íÜÉ=rKpK=qêÉ~ëìêó=aÉé~êíãÉåí=EíÜÉ=�qêÉ~ëìêó=aÉé~êíãÉåíÒF
ÇáëÅäçëÉÇ=áãéçêí~åí=ÇÉí~áäë=êÉä~íáåÖ=íç=íÜÉ=çéÉê~íáçå=çÑ=íÜÉ=cÉÇÉê~ä
oÉëÉêîÉÛë=qÉêã=^ëëÉíJ_~ÅâÉÇ=pÉÅìêáíáÉë=iç~å=c~Åáäáíó=E�q^icÒFK
jçëí=ëáÖåáÑáÅ~åíäóI=íÜÉ=cÉÇÉê~ä=oÉëÉêîÉ=~åÇ=íÜÉ=qêÉ~ëìêó
aÉé~êíãÉåí=~ååçìåÅÉÇ=íÜ~í=ÅÉêí~áå=áåîÉëíãÉåí=ÑìåÇë=ïáää=ÄÉ=ÉäáJ
ÖáÄäÉ=íç=Äçêêçï=ÑìåÇë=ìåÇÉê=q^icK==qÜÉ=cÉÇÉê~ä=oÉëÉêîÉ=_~åâ=çÑ
kÉï=vçêâ=EíÜÉ=�kÉï=vçêâ=cÉÇÒF=ÄÉÖ~å=~ÅÅÉéíáåÖ=äç~å=êÉèìÉëíë
ìåÇÉê=q^ic=çå=j~êÅÜ NTI=OMMVI=~åÇ=íÜÉ=Ñ~ÅáäáíóÛë=Ñáêëí=äç~åë=ïáää
ÄÉ=ÑìåÇÉÇ=çå=j~êÅÜ ORI=OMMVK

David A. Rivera

Partner
Corporate & Finance

London

Certain Investment Funds Are Now Eligible for
Loans Under the U.S. Federal Reserve’s Term
Asset-Backed Securities Loan Facility

The reduction in
demand for ABS and
CMBS has resulted
in a drastic decline
in the volume of
such issuances, and
a concomitant
decline in the avail-
ability of credit to
U.S. consumers and
businesses.
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Certain Investment Funds Are Now Eligible for Loans Under the U.S. Federal Reserve’s Term Asset-Backed Securities Loan Facility

The Proposed Solution – Increase Available Credit
for Consumers and Businesses
qÜÉ=~áã=çÑ=q^ic=áë=íç=áåÅêÉ~ëÉ=íÜÉ=~î~áä~Äáäáíó=çÑ
ÅêÉÇáí=íç=rKpK=ÅçåëìãÉêë=~åÇ=ÄìëáåÉëëÉë=Äó=Ñ~ÅáäáJ
í~íáåÖ=íÜÉ=êÉåÉïÉÇ=áëëì~åÅÉ=çÑ=^_p=ëÉÅìêÉÇ=Äó
`çåëìãÉê=iç~åë=~åÇ=p_^=iç~åëI=~åÇ=`j_p
ëÉÅìêÉÇ=Äó=`çããÉêÅá~ä=jçêíÖ~ÖÉ=iç~åëK==q^ic
ïáää=éêçîáÇÉ=Ñáå~åÅáåÖ=Ñçê=áåîÉëíçêë=íç=éìêÅÜ~ëÉ
ëìÅÜ=^_p=~åÇ=`j_p=Ñêçã=Ä~åâë=~åÇ=ÇÉ~äÉêë=áå
íÜÉ=éêáã~êó=~åÇ=ëÉÅçåÇ~êó=ã~êâÉíëK==qÜÉ=cÉÇÉê~ä
oÉëÉêîÉ=~åÇ=íÜÉ=qêÉ~ëìêó=aÉé~êíãÉåí=~åíáÅáé~íÉ
íÜ~í=^_p=~åÇ=`j_p=áåîÉëíçêë=ïáää=ÄÉ=ïáääáåÖ=íç
~ÅÅÉéí=êÉÇìÅÉÇ=ëéêÉ~Çë=çå=^_p=ëÉÅìêÉÇ=Äó
`çåëìãÉê=iç~åë=~åÇ=p_^=iç~åëI=~åÇ=`j_p
ëÉÅìêÉÇ=Äó=`çããÉêÅá~ä=jçêíÖ~ÖÉ=iç~åë=áå=íÜÉ
ëÉÅçåÇ~êó=ã~êâÉí=ÄÉÅ~ìëÉ=q^ic=ïáää=ÄÉ=~ÄäÉ=íç
éêçîáÇÉ=íÜÉëÉ=áåîÉëíçêë=ïáíÜ=~ÅÅÉëë=íç=~ííê~ÅíáîÉ
Ñáå~åÅáåÖ=ëáãáä~ê=íç=íÜ~í=çåÅÉ=éêçîáÇÉÇ=Äó=çíÜÉê
ëçìêÅÉëK

qÜÉ=cÉÇÉê~ä=oÉëÉêîÉ=~åÇ=qêÉ~ëìêó=aÉé~êíãÉåí
ÉñéÉÅí=íÜ~í=q^ic=Ñáå~åÅáåÖë=~åÇ=íÜÉ=êÉëìäí~åí
ÇÉÅäáåÉ=áå=ëéêÉ~Çë=ëÜçìäÇ=áåÅêÉ~ëÉ=íÜÉ=îçäìãÉ=çÑ
áëëì~åÅÉë=çÑ=^_p=~åÇ=`j_pK==^ë=~=êÉëìäí=çÑ=íÜÉ
~åíáÅáé~íÉÇ=áåÅêÉ~ëÉ=áå=îçäìãÉ=çÑ=áëëì~åÅÉëI
äÉåÇÉêë=ïáää=ÄÉ=~ÄäÉ=íç=çÄí~áå=~ÇÇáíáçå~ä=ÑìåÇë
Ñêçã=íÜÉ=ë~äÉ=çÑ=íÜÉáê=`çåëìãÉê=iç~åëI=p_^=iç~åë
~åÇ=`çããÉêÅá~ä=jçêíÖ~ÖÉ=iç~åë=áåíç=^_p=~åÇ
`j_p=ëíêìÅíìêÉëI=~åÇ=ëìÅÜ=ÑìåÇë=Å~å=íÜÉå=ÄÉ
ìëÉÇ=Äó=íÜÉ=äÉåÇÉêë=íç=ã~âÉ=åÉï=`çåëìãÉê
iç~åëI=p_^=iç~åë=~åÇ=`çããÉêÅá~ä=jçêíÖ~ÖÉ
iç~åë=íç=ÅçåëìãÉêë=~åÇ=ÄìëáåÉëëÉëK=

Eligible Investment Funds
q^ic ÑìåÇë=ïáää=ÄÉ=~î~áä~ÄäÉ=íç=~ää=áåîÉëíãÉåí
ÑìåÇë=íÜ~í=~êÉ=E~F=çêÖ~åáòÉÇ=ìåÇÉê=íÜÉ=ä~ïë=çÑ=íÜÉ
råáíÉÇ=pí~íÉë=çê=~=éçäáíáÅ~ä=ëìÄÇáîáëáçå=çê=íÉêêáíçêó
íÜÉêÉçÑ=~åÇ=EÄF=ã~å~ÖÉÇ=Äó=~å=áåîÉëíãÉåí=ã~åJ
~ÖÉê=íÜ~í=Ü~ë=áíë=éêáåÅáé~ä=éä~ÅÉ=çÑ=ÄìëáåÉëë=áå=íÜÉ
råáíÉÇ=pí~íÉëK==kçíïáíÜëí~åÇáåÖ=íÜÉ=ÑçêÉÖçáåÖI
~åó=áåîÉëíãÉåí=ÑìåÇ=íÜ~í=áë=ÅçåíêçääÉÇ=Äó=~=ÑçêJ
ÉáÖå=ÖçîÉêåãÉåí=çê=áë=ã~å~ÖÉÇ=Äó=~å=áåîÉëíãÉåí
ã~å~ÖÉê=ÅçåíêçääÉÇ=Äó=~=ÑçêÉáÖå=ÖçîÉêåãÉåí=ïáää
åçí=ÄÉ=ÉäáÖáÄäÉ=íç=êÉèìÉëí=äç~åë=ìåÇÉê=q^icK==^å
Éåíáíó=áë=ÇÉÉãÉÇ=íç=ÄÉ=ÅçåíêçääÉÇ=Äó=~=ÑçêÉáÖå
ÖçîÉêåãÉåí=áÑI=~ãçåÖ=çíÜÉê=íÜáåÖëI=íÜÉ=ÖçîÉêåJ
ãÉåí=çïåëI=Åçåíêçäë=çê=ÜçäÇë=ïáíÜ=éçïÉê=íç=îçíÉ
íïÉåíóJÑáîÉ=éÉêÅÉåí=EORBF=çê=ãçêÉ=çÑ=~=Åä~ëë=çÑ
îçíáåÖ=ëÉÅìêáíáÉë=çÑ=íÜÉ=ÉåíáíóK

The TALF Facility
dÉåÉê~ääóI=q^ic=äç~åë=ïáää=Ü~îÉ=~=íÉêã=çÑ=íÜêÉÉ=EPF
óÉ~êë=~åÇ=ïáää=ÄÉ=åçåJêÉÅçìêëÉ=íç=íÜÉ=ÄçêêçïÉêëI
ÉñÅÉéí=áå=êÉëéÉÅí=çÑ=ÄêÉ~ÅÜÉë=çÑ=êÉéêÉëÉåí~íáçåëI
ï~êê~åíáÉë=~åÇ=ÅçîÉå~åíë=áå=íÜÉ=äç~å=ÇçÅìãÉåíëK
fåíÉêÉëí=çå=q^ic=äç~åë=ïáää=ÄÉ=é~ó~ÄäÉ=ãçåíÜäóI
~åÇ=éêáåÅáé~ä=ïáää=ÄÉ=éêÉJé~ó~ÄäÉ=~í=~åó=íáãÉI=áå
ïÜçäÉ=çê=áå=é~êíI=~í=íÜÉ=çéíáçå=çÑ=íÜÉ=ÄçêêçïÉê
ïáíÜçìí=éÉå~äíóK==fÑ=~=ÄçêêçïÉê=ã~âÉë=~=é~êíá~ä
éêÉé~óãÉåíI=bäáÖáÄäÉ=`çää~íÉê~ä=E~ë=ÇÉÑáåÉÇ=ÄÉäçïF
ëÉÅìêáåÖ=áíë=äç~å=ïáää=ÄÉ=êÉäÉ~ëÉÇ=çå=~=éêç=ê~í~
Ä~ëáëK==qÜÉ=kÉï=vçêâ=cÉÇ=ïáää=ÅÉ~ëÉ=ã~âáåÖ=åÉï
äç~åë=ìåÇÉê=q^ic=çå=aÉÅÉãÄÉê=PNI=OMMVI=çê=çå
ëìÅÜ=É~êäáÉê=Ç~íÉ=~ë=äç~åë=íçí~ääáåÖ=íÜÉ=ã~ñáãìã
éêçÖê~ã=ëáòÉ=çÑ=q^ic=Ü~îÉ=ÄÉÉå=ã~ÇÉK

Eligible Collateral
^=ÄçêêçïÉê ãìëí=éäÉÇÖÉ=bäáÖáÄäÉ=`çää~íÉê~ä=íç=íÜÉ
kÉï=vçêâ=cÉÇ=áå=çêÇÉê=íç=êÉÅÉáîÉ=~=äç~å=ìåÇÉê
q^icK==qÜÉ=cÉÇÉê~ä=oÉëÉêîÉ=~åÇ=íÜÉ=qêÉ~ëìêó
aÉé~êíãÉåí=Ü~îÉ=åçí=óÉí=éêçîáÇÉÇ=ÇÉí~áäë=êÉÖ~êÇJ
áåÖ=íÜÉ=ÅêáíÉêá~=íÜ~í=`j_p=ãìëí=ÅçåÑçêã=ïáíÜ=áå
çêÇÉê=íç=ÄÉ=ÅçåëáÇÉêÉÇ=bäáÖáÄäÉ=`çää~íÉê~äK
eçïÉîÉêI=íÜÉ=ÅêáíÉêá~=Ñçê=^_p=Ü~îÉ=ÄÉÉå
~ååçìåÅÉÇK==

få=çêÇÉê=íç=èì~äáÑó=~ë=�bäáÖáÄäÉ=`çää~íÉê~äIÒ=^_p
ÖÉåÉê~ääó=ãìëí=ÄÉ=áëëìÉÇ=çå=çê=~ÑíÉê=g~åì~êó=NI
OMMVI=~åÇ=ãìëí=ë~íáëÑó=íÜÉ=ÑçääçïáåÖ=ÅçåÇáíáçåëI
~ãçåÖ=çíÜÉêëW=E~F=íÜÉ=^_p=ãìëí=ÄÉ=rKpK=Ççää~êJ
ÇÉåçãáå~íÉÇ=Å~ëÜ=^_pX=EÄF=íÜÉ=^_p=ãìëí=ÄÉ=ê~íÉÇ
íÜÉ=ÜáÖÜÉëí=áåîÉëíãÉåí=Öê~ÇÉ=Äó=~=ã~àçêI=å~íáçåJ
~ääóJêÉÅçÖåáòÉÇ=ëí~íáëíáÅ~ä=ê~íáåÖ=çêÖ~åáò~íáçå=E~å
�kopolÒF=~åÇ=Å~ååçí=Ü~îÉ=~=ÅêÉÇáí=ê~íáåÖ=ÄÉäçï
íÜÉ=ÜáÖÜÉëí=áåîÉëíãÉåíJÖê~ÇÉ=ê~íáåÖ=Å~íÉÖçêó=Ñêçã
~åó=kopolX=EÅF=íÜÉ=ìåÇÉêäóáåÖ=ÅêÉÇáí=ÉñéçëìêÉë=çÑ

The aim of TALF is to increase the
availability of credit to U.S.
consumers and businesses by
facilitating the renewed issuance of
ABS secured by Consumer Loans
and SBA Loans, and CMBS secured
by Commercial Mortgage Loans.
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íÜÉ=^_p=ãìëí=ÄÉ=`çåëìãÉê=iç~åë=çê=p_^=iç~åëX
EÇF=åáåÉíóJÑáîÉ=éÉêÅÉåí=EVRBF=çê=ãçêÉ=çÑ=íÜÉ=ÇçäJ
ä~ê=~ãçìåí=çÑ=íÜÉ=ÅêÉÇáí=ÉñéçëìêÉë=ìåÇÉêäóáåÖ=íÜÉ
^_p=ëÉÅìêáåÖ=~=q^ic=äç~å=ãìëí=ÇÉêáîÉ=Ñêçã=rKpKJ
ÇçãáÅáäÉÇ=çÄäáÖçêëX=EÉF=íÜÉ=ÅêÉÇáí=ÉñéçëìêÉë=ìåÇÉêJ
äóáåÖ=íÜÉ=^_p=ãìëí=Ü~îÉ=ÄÉÉå=çêáÖáå~íÉÇ=çå=çê
~ÑíÉê=ÅÉêí~áå=éêÉëÅêáÄÉÇ=Ç~íÉëX=~åÇ=EÑF=íÜÉ=ÅêÉÇáí
ÉñéçëìêÉë=íÜ~í=ëÉÅìêÉ=íÜÉ=^_p=ãìëí=ÄÉ=çêáÖáå~íÉÇ
~åÇ=ëÉÅìêáíáòÉÇ=Äó=~=íÜáêÇ=é~êíó=íÜ~í=áë=ìåêÉä~íÉÇ
íç=íÜÉ=ÄçêêçïÉê=çÑ=íÜÉ=q^ic=äç~åK==

_çíÜ=ÑáñÉÇJ=~åÇ=Ñäç~íáåÖJê~íÉ=^_p=ïáää=ÄÉ=ÉäáÖáÄäÉ
Ñçê=Ñáå~åÅáåÖ=ìåÇÉê=q^icK==^=ÄçêêçïÉê=ã~ó=éäÉÇÖÉ
~åó=ÅçãÄáå~íáçå=çÑ=ÉäáÖáÄäÉ=^_p=~ë=Åçää~íÉê~ä=Ñçê=~
ëáåÖäÉ=q^ic=iç~åK==eçïÉîÉêI=~=ÑáñÉÇJê~íÉ=^_p=ãìëí
ÄÉ=éäÉÇÖÉÇ=~Ö~áåëí=~=ÑáñÉÇJê~íÉ=äç~å=~åÇ=~=Ñäç~íJ
áåÖJê~íÉ=^_p=~Ö~áåëí=~=Ñäç~íáåÖJê~íÉ=äç~åK==^=ÄçêJ
êçïÉê=ïáää=åçí=ÄÉ=éÉêãáííÉÇ=íç=ëìÄëíáíìíÉ=Åçää~íÉê~ä
ÇìêáåÖ=íÜÉ=íÉêã=çÑ=áíë=q^ic=äç~å=EìåäÉëë=íÜÉ=ÅçäJ
ä~íÉê~ä=áë=ÑçìåÇ=åçí=íç=ÄÉ=bäáÖáÄäÉ=`çää~íÉê~äF=~åÇ
ïáää=åçí=ÄÉ=ëìÄàÉÅí=íç=êÉJã~êÖáåáåÖ=çê=ã~êâJíçJ
ã~êâÉí=êÉèìáêÉãÉåíë=íÜ~í=çíÜÉêïáëÉ=ïçìäÇ=êÉèìáêÉ
~=ÄçêêçïÉê=íç=éäÉÇÖÉ=~ÇÇáíáçå~ä=Åçää~íÉê~äK

Borrower Request Procedure
qÜÉ kÉï=vçêâ=cÉÇ=ïáää=~ååçìåÅÉ=ãçåíÜäó=q^ic
äç~å=ëìÄëÅêáéíáçå=~åÇ=ëÉííäÉãÉåí=Ç~íÉë=çå=íÜÉ=Ñáêëí
qìÉëÇ~ó=çÑ=É~ÅÜ=ãçåíÜK==b~ÅÜ=ÄçêêçïÉê=íÜ~í
êÉèìÉëíë=~=äç~å=Ñêçã=q^ic=ãìëí=ìëÉ=~=éêáã~êó
ÇÉ~äÉê=~ë=áíë=~ÖÉåí=íç=~ÅÅÉëë=q^icK==lå=É~ÅÜ=ëìÄJ
ëÅêáéíáçå=Ç~íÉI=ÄçêêçïÉêë=íÜ~í=~êÉ=áåíÉêÉëíÉÇ=áå
ÄçêêçïáåÖ=ìåÇÉê=q^ic=ã~ó=êÉèìÉëí=çåÉ=çê=ãçêÉ
q^ic=äç~åë=Äó=áåÇáÅ~íáåÖ=Ñçê=É~ÅÜ=äç~å=íÜÉ
bäáÖáÄäÉ=`çää~íÉê~ä=íÜÉó=ÉñéÉÅí=íç=éäÉÇÖÉI=íÜÉ
ÇÉëáêÉÇ=äç~å=~ãçìåí=~åÇ=íÜÉ=áåíÉêÉëí=ê~íÉ=Ñçêã~í
ÅçêêÉëéçåÇáåÖ=íç=íÜÉ=bäáÖáÄäÉ=`çää~íÉê~ä=íç=ÄÉ
éäÉÇÖÉÇI=ÄÉ=áí=ÑáñÉÇ=çê=Ñäç~íáåÖK==qÜÉ=ãáåáãìã
ëáòÉ=Ñçê=É~ÅÜ=q^ic=äç~å=ïáää=ÄÉ=ANM=ãáääáçåK==

Pricing and “Haircuts”
råÇÉê=q^icI=íÜÉ=kÉï=vçêâ=cÉÇ=ïáää=äÉåÇ=íç=É~ÅÜ
ÄçêêçïÉê=~å=~ãçìåí=Éèì~ä=íç=íÜÉ=ã~êâÉí=î~äìÉ=çÑ
íÜÉ=éäÉÇÖÉÇ=bäáÖáÄäÉ=`çää~íÉê~ä=ãáåìë=~=�Ü~áêÅìíKÒ
qÜÉ=áåíÉêÉëí=ê~íÉ=çå=q^ic=äç~åë=ïáää=î~êó=ÇÉéÉåÇJ
áåÖ=çå=íÜÉ=~ëëÉí=Åä~ëë=çÑ=íÜÉ=^_p=ëÉÅìêáåÖ=íÜÉ
äç~åK==q^ic=äç~åë=ëÉÅìêÉÇ=Äó=^_p=Ä~ÅâÉÇ=Äó=ÖçîJ
ÉêåãÉåíJÖì~ê~åíÉÉÇ=ëíìÇÉåí=äç~åë=ïáää=Ü~îÉ=~å
áåíÉêÉëí=ê~íÉ=Éèì~ä=íç=RM=Ä~ëáë=éçáåíë=çîÉê=NJ
ãçåíÜ=if_loK==qÜÉ=áåíÉêÉëí=ê~íÉ=çå=q^ic=äç~åë
ëÉÅìêÉÇ=Äó=pã~ää=_ìëáåÉëë=^Çãáåáëíê~íáçå
aÉîÉäçéãÉåí=`çãé~åó=m~êíáÅáé~íáçå=`ÉêíáÑáÅ~íÉë
ïáää=ÄÉ=RM=Ä~ëáë=éçáåíë=çîÉê=íÜÉ=PJóÉ~ê=if_lo=ëï~é
ê~íÉK==få=íÜÉ=Å~ëÉ=çÑ=q^ic=äç~åë=ëÉÅìêÉÇ=Äó=~åó
çíÜÉê=ÑáñÉÇ=ê~íÉ=bäáÖáÄäÉ=`çää~íÉê~äI=íÜÉ=áåíÉêÉëí
ê~íÉ=ïáää=ÄÉ=NMM=Ä~ëáë=éçáåíë=çîÉê=íÜÉ=PJóÉ~ê=if_lo
ëï~é=ê~íÉK==cçê=q^ic=äç~åë=ëÉÅìêÉÇ=Äó=~åó=çíÜÉê
Ñäç~íáåÖJê~íÉ=bäáÖáÄäÉ=`çää~íÉê~äI=íÜÉ=áåíÉêÉëí=ê~íÉ
ïáää=ÄÉ=NMM=Ä~ëáë=éçáåíë=çîÉê=NJãçåíÜ=if_loK
qÜÉ=kÉï=vçêâ=cÉÇ=~äëç=ïáää=~ëëÉëë=~å=~Çãáåáëíê~J
íáîÉ=ÑÉÉ=Éèì~ä=íç=R=Ä~ëáë=éçáåíë=çÑ=íÜÉ=äç~å=~ãçìåí
çå=íÜÉ=ëÉííäÉãÉåí=Ç~íÉ=çÑ=É~ÅÜ=äç~å=íê~åë~ÅíáçåK===

Losses Related to Eligible Collateral
q^ic=Ü~ë=ÄÉÉå=ëíêìÅíìêÉÇ=ëç=íÜ~í=~åó=äçëëÉë=êÉä~íJ
ÉÇ=íç=bäáÖáÄäÉ=`çää~íÉê~ä=ïáää=ÄÉ=ëÜ~êÉÇ=Äó=íÜÉ
êÉä~íÉÇ=ÄçêêçïÉêI=íÜÉ=qêÉ~ëìêó=aÉé~êíãÉåí=~åÇ
íÜÉ=cÉÇÉê~ä=oÉëÉêîÉK==_ÉÅ~ìëÉ=~=q^ic=äç~å=ïáää=ÄÉ
ëíêìÅíìêÉÇ=~ë=~=åçåJêÉÅçìêëÉ=äç~å=íç=íÜÉ=ÄçêêçïÉêI
~=ÄçêêçïÉêÛë=êáëâ=çÑ=äçëë=çå=~åó=bäáÖáÄäÉ=`çää~íÉê~ä
éäÉÇÖÉÇ=~ë=Åçää~íÉê~ä=Ñçê=~=q^ic=äç~å=ïáää=ÄÉ=äáãáíJ
ÉÇI=~åÇ=íÜÉ=Ñáêëí=äçëë=êÉä~íÉÇ=íç=~åó=ëìÅÜ=bäáÖáÄäÉ
`çää~íÉê~ä=ïáää=ÄÉ=ÄçêåÉ=Äó=ëìÅÜ=ÄçêêçïÉê=áå=~å
~ãçìåí=ìé=íç=íÜÉ=Ü~áêÅìí=~ééäáÉÇ=íç=íÜÉ=Åä~ëë=çÑ
~ëëÉíë=íÜ~í=ëÉÅìêÉë=íÜÉ=bäáÖáÄäÉ=`çää~íÉê~äK==få=íÜÉ
ÉîÉåí=íÜ~í=~åó=bäáÖáÄäÉ=`çää~íÉê~ä=áåÅìêë=äçëëÉë
íÜ~í=ÉñÅÉÉÇ=íÜÉ=äçëë=çÑ=íÜÉ=ÄçêêçïÉê=ÇÉëÅêáÄÉÇ
~ÄçîÉI=íÜÉ=êÉä~íÉÇ=ÄçêêçïÉê=ïáää=ÄÉ=éÉêãáííÉÇ=íç
éìí=íÜÉ=bäáÖáÄäÉ=`çää~íÉê~ä=íç=íÜÉ=kÉï=vçêâ=cÉÇ=áå
Ñìää=ë~íáëÑ~Åíáçå=çÑ=íÜÉ=ÄçêêçïÉêÛë=çÄäáÖ~íáçåë=íç
é~ó=íç=íÜÉ=kÉï=vçêâ=cÉÇ=íÜÉ=éêáåÅáé~ä=~åÇ=áåíÉêJ
Éëí=çå=íÜÉ=êÉä~íÉÇ=q^ic=äç~åK==få=íìêåI=~åó=äçëëÉë
êÉä~íÉÇ=íç=bäáÖáÄäÉ=`çää~íÉê~ä=áå=ÉñÅÉëë=çÑ=íÜÉ=äçëë
ÄçêåÉ=Äó=íÜÉ=êÉä~íÉÇ=ÄçêêçïÉê=ïáää=ÄÉ=ÄçêåÉ=Äó
íÜÉ=qêÉ~ëìêó=aÉé~êíãÉåí=~åÇ=íÜÉ=cÉÇÉê~ä=oÉëÉêîÉK

David A. Rivera
drivera@kayescholer.com

TALF has been structured so that
any losses related to Eligible
Collateral will be shared by the
related borrower, the Treasury
Department and the Federal
Reserve.
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tÜáäÉ=íÜÉ=bãéÉêçê=áå=íÜÉ=ëíçêó=åç
ÇçìÄí=ÅçìäÇI=ïáíÜ=ÉãÄ~êê~ëëãÉåí=çÑ
ÅçìêëÉI=éìí=çå=Üáë=çäÇ=ÅäçíÜÉë=~åÇ
êÉëìãÉ=äáÑÉ=~=äáííäÉ=ïáëÉêI=áÑ=éÉêÜ~éë
ë~ÇÇÉêI=ïÉ=ïÜç=âåçï=íÜ~í=f^p=PVN ~åÇ
c^p=NRTO äÉ~îÉ=ìë=å~âÉÇ=~åÇ=îìäåÉê~J
ÄäÉ=íç=ÅêçïÇ=ïÜáã=Å~ååçí=Ççå=çìê
çäÇ=ÅäçíÜÉë=EÅçëíJÄ~ëÉÇ=~ÅÅçìåíáåÖI
ê~íÜÉê=íÜ~å=�Ñ~áêJî~äìÉ=~ÅÅçìåíáåÖÒF
ëç=êÉ~ÇáäóK==tÜÉíÜÉê=íÜÉ=bãéÉêçê=Ü~Ç
ÅäçíÜÉë=ï~ë=~å=çÄàÉÅíáîÉ=êÉ~äáíóI=~é~êí
Ñêçã=ïÜ~í=íÜÉ=ÅêçïÇ=ãáÖÜí=íÜáåâK
lìê=ëáíì~íáçå=áë=èìáíÉ=~=Äáí=ïçêëÉI
ÜçïÉîÉêK==tÜÉíÜÉê=ïÉ=Ü~îÉ=~åó
ÅäçíÜÉë=~í=~ää=EíÜÉ=Ñ~áê=î~äìÉ=çÑ=çìê
~ëëÉíëF=áë=åçï=ìé=íç=íÜÉ=ÅêçïÇI=áKÉKI
íÜÉ=îçä~íáäÉ=ã~êâÉí=ëÉåíáãÉåíI=ïÜáÅÜ
ÅÜ~åÖÉë=~í=~=ïÜáã=~åÇI=áå=íáãÉë=çÑ
ã~êâÉí=ìåÅÉêí~áåíó=~åÇ=~åñáÉíó=äáâÉ
íçÇ~óI=Å~å=ÑçêÅÉ=~å=áåëíáíìíáçåI=ÅçãJ
é~åó=çê=áåÇáîáÇì~ä=êÉèìáêÉÇ=íç=ìëÉ
Ñ~áêJã~êâÉí=î~äìÉ=~ÅÅçìåíáåÖ=íç=ã~êâ
Ççïå=~ëëÉíë=íç=äÉîÉäë=íÜ~í=ÄÉ~ê=åç

êÉä~íáçå=íç=ïÜ~í=íÜÉ=~ëëÉíë=áå=Ñ~Åí=Ü~îÉ
ëçäÇ=Ñçê=áå=íÜÉ=é~ëíI=íÜÉáê=ÅçëíI=çê=íÜÉ
~Åíì~ä=ë~äÉ=éêáÅÉ=áå=íÜÉ=ÑìíìêÉK==få
çíÜÉê=ïçêÇëI=çìê=ÉÅçåçãó=~åÇ=ëçÅáÉíó
~êÉ=åçï=ëìÄàÉÅí=íç=íÜÉ=êÉîÉêëÉ=çÑ=^ä~å
dêÉÉåëé~åÛë=�áêê~íáçå~ä=ÉñìÄÉê~åÅÉIÒ
~ë=ã~êâJíçJã~êâÉí=~ÅÅçìåíáåÖ=Å~å
çÑíÉå=~ééÉ~ê=íç=ÄÉ=�ã~êâ=íç=íçÇ~óÛë
äáèìáÇ~íáçå=î~äìÉIÒ=Ä~ëÉÇ=çå=íÜÉ=ä~ëí
ë~äÉ=éêáÅÉ=áå=~å=ìåÅÉêí~áå=ã~êâÉíK

^ë=ÅìêêÉåíäó=áåíÉêéêÉíÉÇ=~åÇ=~ééäáÉÇI
Ñ~áêJî~äìÉ=~ÅÅçìåíáåÖ=áå=~=íáãÉ=çÑ
ã~êâÉí=~åñáÉíó=~åÇ=ÇÉÅäáåáåÖ=éêáÅÉë
ëÉÉãë=çÄîáçìëäó=~ë=Ñä~ïÉÇ=~ë=ïÉêÉ=íÜÉ
bãéÉêçêÛë=åÉï=ÅäçíÜÉëK==dáîÉå=ëìÅÜ
ã~óÜÉãI=çåÉ=ïçìäÇ=Ü~îÉ=íÜçìÖÜí
íÜÉ=Ñáêëí=êÉëéçåëÉ=çÑ=íÜÉ=fåíÉêå~íáçå~ä
^ÅÅçìåíáåÖ=pí~åÇ~êÇë=_ç~êÇ=E�f^p_ÒFI
íÜÉ=cáå~åÅá~ä=^ÅÅçìåíáåÖ=pí~åÇ~êÇë
_ç~êÇ=E�c^p_ÒF=~åÇ=ÖçîÉêåãÉåíë
~êçìåÇ=íÜÉ=ïçêäÇI=íç=~=ÑìåÇ~ãÉåí~ä
éêáåÅáéäÉ=çÑ=ëçÅáÉíó=íÜ~í=Å~ìëÉÇ=íÜáë

FAS 157 and IAS 39 — The Emperor’s Old
Clothes, But Every Cloud Has a Silver Lining

Clearly, the experi-
ment in fair-value
accounting has been
catastrophic.  Thus,
amendment at least
should continue to
be a priority for the
IASB, the FASB and
governments around
the world.   

Fred H. Marcusa

Partner
Corporate & Finance

New York

få=íÜÉ=e~åë=`Üêáëíá~å=^åÇÉêëçå=Ñ~áêó=í~äÉ=�qÜÉ=bãéÉêçêÛë=kÉï
`äçíÜÉëIÒ=íÜÉ=åç=ÇçìÄí=ïÉääJÇêÉëëÉÇ=bãéÉêçê=ï~ë=ëÉÇìÅÉÇ=Äó=ÅÜ~êJ
ä~í~åëI=ÜçéáåÖ=íç=ã~âÉ=~=èìáÅâ=éêçÑáí=Ñêçã=~=Ñê~ìÇK==qÜÉó=ìäíáã~íÉJ
äó=ÅçåîáåÅÉÇ=ÜáãI=íÜêçìÖÜ=éêÉíÉåÇáåÖ=íç=Åìí=~åÇ=ëÉï=áã~Öáå~êó
Ñ~ÄêáÅ=Ñçê=Üáë=åÉï=ëìáíI=íÜ~í=íÜÉ=åÉï=ëìáí=ï~ë=íÜÉ=ÄÉëí=ÉîÉê=Ó=~åÇ
íÜ~í=çåäó=Ñççäë=ÅçìäÇ=åçí=ëÉÉ=íÜÉ=ÄÉ~ìíáÑìä=åÉï=ÅäçíÜÉëK==kçí=ï~åíJ
áåÖ=íç=~Çãáí=íÜ~í=ÜÉ=ÅçìäÇ=ëÉÉ=åçíÜáåÖI=~åÇ=íÜÉêÉÑçêÉ=ãìëí=ÄÉ=~
ÑççäI=íÜÉ=bãéÉêçê=é~ê~ÇÉÇ=~êçìåÇ=ïáíÜ=åç=ÅäçíÜÉë=áå=Ñêçåí=çÑ=~å
~ÅÅÉéíáåÖ=ÅêçïÇI=ïÜçI=äáâÉïáëÉ=åçí=ï~åíáåÖ=íç=ÄÉ=ëÉÉå=~ë=ÑççäëI
éêÉíÉåÇÉÇ=íç=ëÉÉ=ïçåÇÉêÑìä=ÅäçíÜÉë=ïÜÉêÉ=íÜÉêÉ=ïÉêÉ=åçåÉK==låäó
íÜÉ=ìåëÉäÑJÅçåëÅáçìë=äáííäÉ=Äçó=Ü~Ç=íÜÉ=Åçìê~ÖÉI=çê=ãçêÉ=éêçÄ~Ääó
å~≥îÉí¨I=íç=éêçÅä~áãI=�íÜÉ=bãéÉêçê=Ü~ë=åç=ÅäçíÜÉëKÒ==

N f^p=PV=~êÉ=~ÅÅçìåíáåÖ=ëí~åÇ~êÇë=~ÇçéíÉÇ=Äó=íÜÉ=bìêçéÉ~å=`çããáëëáçå=íÜ~í=~ééäó=íç=Åçãé~åáÉë=ëí~íáåÖ=íÜÉ
Ñ~áê=î~äìÉ=çÑ=Ñáå~åÅá~ä=ÇÉêáî~íáîÉëK=qÜÉ=êÉÖìä~íáçå=êÉèìáêÉë=Åçãé~åáÉë=íç=êÉëí~íÉ=íÜÉ=î~äìÉ=çÑ=íÜÉáê=Ñáå~åÅá~ä
ÇÉêáî~íáîÉë=~í=íÜÉ=ã~êâÉí=éêáÅÉI=áåëíÉ~Ç=çÑ=áíë=éìêÅÜ~ëÉ=éêáÅÉK

O c^p=NRT=~êÉ=~ÅÅçìåíáåÖ=ëí~åÇ~êÇë=~ÇçéíÉÇ=áå=íÜÉ=rKpK=íÜ~í=Éëí~ÄäáëÜÉÇ=íÜÉ=éêáã~Åó=çÑ=�Ñ~áê=î~äìÉÒ=~ÅÅçìåíJ
áåÖI=Ä~ëÉÇ=åçí=çå=íÜÉ=�ÅçëíIÒ áKÉKI=íÜÉ=Éåíêó=î~äìÉ=çÑ=~å=áåîÉëíãÉåí=çå=íÜÉ=Ç~ó=çÑ=íÜÉ=î~äì~íáçåI=Äìí=ê~íÜÉê
çå=íÜÉ=�Éñáí=î~äìÉÒ=çÑ=~ëëÉíë=E~åÇ=äá~ÄáäáíáÉëFX=áKÉKI=íÜÉ=éêáÅÉ=~í=ïÜáÅÜ=~=åçåÇáëíêÉëë=Çáëéçëáíáçå=áå=íÜÉ=ãçëí
Ñ~îçê~ÄäÉ=ã~êâÉí=ÄÉíïÉÉå=ëçéÜáëíáÅ~íÉÇ=ÄìóÉêë=ïçìäÇ=çÅÅìêK=
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ãìÅÜ=Å~êå~ÖÉI=ïçìäÇ=ÄÉ=áããÉÇá~íÉ=~ãÉåÇãÉåí
çê=êÉéÉ~äI=~ë=ïáíÜ=rKpK=mêçÜáÄáíáçåK==fí=áë=ëíêáâáåÖ
íÜ~í=ïáíÜáå=çåÉ=óÉ~ê=çÑ=ã~åÇ~íçêó=~Ççéíáçå=áå
íÜÉ=rKpK=çÑ=c^p=NRTI=êÉ~Åíáçåë=Äó=ÖçîÉêåãÉåíë=ï~ë
ëìêéêáëáåÖäó=äáãáíÉÇI=ïáíÜ=ÜÉ~êáåÖë=áå=íÜÉ=rKpK
`çåÖêÉëëI=Ñçê=Éñ~ãéäÉI=ÜÉäÇ=çåäó=êÉÅÉåíäóI=áå=

j~êÅÜ=OMMVK==qÜÉ=c^p_=áå=j~êÅÜ=OMMV=~äëç=éêçJ
éçëÉÇ=ìêÖÉåí=~ãÉåÇãÉåíë=íç=c^p=NRT=ëÉÉâáåÖ=íç
íÉãéÉê=íÜÉ=áãé~Åí=çÑ=~ëëÉí=î~äì~íáçåë=Ä~ëÉÇ=çå
ÇáëíêÉëëÉÇ=çê=ÑçêÅÉÇ=ë~äÉë=áå=�áå~ÅíáîÉ=ã~êâÉíëÒ=Äó
Äêç~ÇÉåáåÖ=íÜÉ=~î~áä~Äáäáíó=áå=ÅÉêí~áå=Å~ëÉë=çÑ
�ã~êâJíçJãçÇÉäÒ=EÄ~ëÉÇ=çå=ÉÅçåçãáÅ=Ñ~Åíçêë=ëìÅÜ
~ë=ÇáëÅçìåíÉÇ=Å~ëÜ=ÑäçïI ÉKÖKF=íêÉ~íãÉåí=ïÜÉêÉ=î~êJ
áçìë=Ñ~Åíçêë=ëìÖÖÉëí=~=�ã~êâJíçJä~ëíJë~äÉJéêáÅÉÒ
~ééêç~ÅÜ=ÇçÉë=åçí=Ñ~áêäó=êÉÑäÉÅí=~å=~ëëÉíÛë=î~äìÉK

`Éêí~áå=rKpK=áåÇáîáÇì~äëI=éêáåÅáé~ääó=ÅçåëÉêî~íáîÉ
éçäáíáÅ~ä=ÅçããÉåí~íçêëI=ìêÖÉ=êÉéÉ~ä=çÑ=Ñ~áêJî~äìÉ
~ÅÅçìåíáåÖK==vÉí=áí=áë=áå=bìêçéÉ=ïÜÉêÉ=íÜÉ=�áåíÉêJ
éêÉí~íáçåÒ=çÑ=íÜÉ=êìäÉë=Ñáêëí=êÉíìêåÉÇ=íç=~ëëÉí
~ÅÅçìåíáåÖ=ëçãÉ=ÅçååÉÅíáçå=ÄÉíïÉÉå=î~äì~íáçå
~åÇ=ÄìëáåÉëë=ÑìåÇ~ãÉåí~äëI=ëìÅÜ=~ë=ÇáëÅçìåíÉÇ
Å~ëÜ=ÑäçïI=ÉíÅK qÜáë=áë=êÉÑäÉÅíÉÇ=áå=íÜÉ=éÉêãáëëáçåI
ÖáîÉå=íç=ÅÉêí~áå=Ä~åâë=êÉÅÉåíäóI=íç=î~äìÉ=ÅÉêí~áå
Ñáå~åÅá~ä=~ëëÉíë=íÜ~í=ïáää=ÄÉ=ÜÉäÇ=íç=ã~íìêáíó=ïáíÜJ
çìí=ã~êâáåÖ=íÜÉã=íç=ã~êâÉíK==få=íÜÉ=rKpKI=íÜÉ
pÉÅìêáíáÉë=~åÇ=bñÅÜ~åÖÉ=`çããáëëáçå=Ü~ë=ãçîÉÇ
ã~êÖáå~ääó=Äó=ëìÖÖÉëíáåÖ=íÜÉ=åÉÉÇ=Ñçê=êÉäáÉÑI=áå
Å~ëÉë=ïÜÉêÉ=íÜÉ=ã~êâÉí=î~äìÉ=Å~ååçí=ÄÉ=êÉ~Çáäó
ÇÉíÉêãáåÉÇI=íÜêçìÖÜ=ãçÇÉäë=íÜ~í=í~âÉ=ÑìåÇ~ãÉåJ
í~äë=áåíç=~ÅÅçìåíK==qÜÉ=êÉÅÉåí=c^p_=éêçéçë~äë=êÉÑJ
ÉêÉåÅÉÇ=~ÄçîÉ=~ÇÇêÉëë=íÜáë=áëëìÉ=~åÇ=êÉéêÉëÉåíI=çå
íÜÉ=ïÜçäÉI=~=êÉ~ëçå~ÄäÉI=áÑ=èìáíÉ=Å~ìíáçìëI=ÉÑÑçêí=áå
íÜÉ=êáÖÜí=ÇáêÉÅíáçåK

`äÉ~êäóI=íÜÉ=ÉñéÉêáãÉåí=áå=Ñ~áêJî~äìÉ=~ÅÅçìåíáåÖ
Ü~ë=ÄÉÉå=Å~í~ëíêçéÜáÅK==qÜìëI=~ãÉåÇãÉåí=~í=äÉ~ëí
ëÜçìäÇ=ÅçåíáåìÉ=íç=ÄÉ=~=éêáçêáíó=Ñçê=íÜÉ=f^p_I=íÜÉ
c^p_=~åÇ=ÖçîÉêåãÉåíë=~êçìåÇ=íÜÉ=ïçêäÇK===

qç=íÜÉ=ÉñíÉåí=~=Äêç~Ç=ëçÅáÉí~ä=êÉÅçÖåáíáçå=çÑ=íÜÉ
éêçÄäÉã=Å~å=ÄÉ=~ÅÜáÉîÉÇI=~=Äêç~Ç=éçäáíáÅ~ä=ëçäìJ
íáçå=ëÉÉãë=éä~ìëáÄäÉI=ê~íÜÉê=íÜ~å=íçÇ~óÛë=~ééêç~ÅÜ
çÑ=å~êêçï=êÉÖìä~íçêó=ëíÉéëK==jÉ~åïÜáäÉI=ä~ïóÉêëI
ïçêâáåÖ=ïáíÜ=~ÅÅçìåí~åíëI=Å~å=éêçîáÇÉ=ÅäáÉåíë=íÜÉ
ÄÉëí=áåëáÖÜíë=~åÇ=ëìééçêí=Ñçê=íÜÉáê=ÉÑÑçêíë=íç=éêçJ
íÉÅí=íÜÉáê=éçêíÑçäáçë=Ñêçã=íÜÉ=ÇÉî~ëí~íáçå=íÜ~í=Ñ~áêJ
ã~êâÉí=~ÅÅçìåíáåÖ=Å~ìëÉë=áå=îçä~íáäÉ=ã~êâÉí=ÅçåJ
Çáíáçåë=äáâÉ=íçÇ~óÛëK==

bîÉêó=éêçÇìÅí=äá~Äáäáíó=éêçÄäÉã=~êáëÉë=Ñêçã=~
éêçÇìÅí=íÜ~í=éêÉëìã~Ääó=Ü~ë=îÉêó=éçëáíáîÉ=ÉÑÑÉÅíë
áå=ÅÉêí~áå=ÅáêÅìãëí~åÅÉëK==qÜÉ=éêçÄäÉã=áë=ìåÑçêÉJ
ëÉÉå=ëáÇÉ=ÉÑÑÉÅíëI=çê=ëáÇÉ=ÉÑÑÉÅíë=ïáíÜ=ìåÑçêÉëÉÉå
ÅçåëÉèìÉåÅÉëK==qÜÉ=îáêíìÉë=çÑ=Ñ~áêJî~äìÉ=~ÅÅçìåíJ
áåÖ=áå=~=äáèìáÇI=ÅçåÑáÇÉåíI=êáëáåÖ=~åÇ=ëí~ÄäÉ=ã~êâÉí
ëÉÉãÉÇ=íç=ÄäáåÇ=íÜÉ=ïçêäÇ=íç=áíë=çÄîáçìë=ìåÑçêÉJ
ëÉÉå=êáëâë=áå=~=Ñ~ääáåÖI=îçä~íáäÉI=~åÇ=çÑíÉå=áääáèìáÇ
ã~êâÉíI=äáâÉ=íçÇ~óÛëK==lÄîáçìëäóI=íÜÉ=ï~íÅÜïçêÇë
Ñçê=~ää=çÑ=ìë=~êÉ=ëí~ó=íìåÉÇI=~ë=åç=ÇçìÄí=íÜÉêÉ=ïáää
ÄÉ=ã~àçê=ÇÉîÉäçéãÉåíë=áå=íÜÉ=Ñ~áêJî~äìÉ=~ÅÅçìåíJ
áåÖ ~êÉå~=áå=~å=~ííÉãéí=íç=êÉëí~ÄáäáòÉ=Ñáå~åÅá~ä
ã~êâÉíë=ÇÉÅáã~íÉÇ=áå=é~êí=Äó=Ñ~áêJî~äìÉ=~ÅÅçìåíáåÖK

bîÉêó=ÅäçìÇ=Ü~ë=~=ëáäîÉê=äáåáåÖK==lÄîáçìëäóI=ã~êâJ
íçJã~êâÉí=~ÅÅçìåíáåÖ=áå=~=ëçãÉíáãÉë=áääáèìáÇI
îçä~íáäÉ=~åÇ=ÇÉÅäáåáåÖ=ã~êâÉí=éêçÇìÅÉë=áå=ã~åó
Å~ëÉë=ÉñÅÉëëáîÉ=ïêáíÉJÇçïåëK==^ë=~=êÉëìäíI=ÜçäÇÉêë
çÑ=ÉñÅÉëëáîÉäó=ã~êâÉÇJÇçïå=~ëëÉíë=åÉÉÇáåÖ=íç=ëÉää
Ñçê=Ñáå~åÅá~ä=êÉ~ëçåë=Å~å=Çç=ëç=ïáíÜçìí=ÑìêíÜÉê
ïêáíÉJÇçïåëI=íÜÉêÉÄó=éÉêÜ~éë=ÅêÉ~íáåÖ=Éñíê~çêÇáJ
å~êó=çééçêíìåáíáÉë=Ñçê=ÑìåÇ=ã~å~ÖÉêë=ïÜç=Å~å
ëÉÉ=é~ëí=~=ã~êâÉÇJíçJã~êâÉí=Ä~ä~åÅÉ=ëÜÉÉí=íç=êÉ~ä
î~äìÉëI=áå=~=ÑìíìêÉ=ê~íáçå~ä=ïçêäÇK

Fred H. Marcusa
fmarcusa@kayescholer.com

FAS 157 and IAS 39 — The Emperor’s Old Clothes, But Every Cloud Has a Silver Lining

The virtues of fair-value accounting
in a liquid, confident, rising and
stable market seemed to blind the
world to its obvious unforeseen
risks in a falling, volatile, and often
illiquid market, like today’s.
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oÉîÉåìÉ=oìäáåÖ=OMMVJV=ëÉíë=ÑçêíÜ=íÜÉ
ÑçääçïáåÖ=~ëëìãÉÇ=Ñ~ÅíëI=ïÜáÅÜ=ïáää
ÅçîÉê=íÜÉ=ëáíì~íáçå=çÑ=ã~åó=j~ÇçÑÑ
áåîÉëíçêëW

få=vÉ~ê=NI=^=ÅçåíêáÄìíÉë=íç=~å=áåîÉëíJ
ãÉåí=~ÅÅçìåí=ã~å~ÖÉÇ=Äó=_K==^
áåëíêìÅíë=_=íç=êÉáåîÉëí=~åó=áåÅçãÉI
~åÇ=ä~íÉê=ÅçåíêáÄìíÉë=~ÇÇáíáçå~ä
ãçåÉó=íç=íÜÉ=~ÅÅçìåíK==_=áëëìÉë=ëí~íÉJ
ãÉåíë=íç=^=êÉÑäÉÅíáåÖ=íÜÉ=ëÉÅìêáíáÉë
~ääÉÖÉÇäó=éìêÅÜ~ëÉÇ=Ñçê= Û̂ë=~ÅÅçìåíI
~åÇ=êÉÑäÉÅíáåÖ=Ö~áåë=~åÇ=çíÜÉê
áåÅçãÉ=áå= Û̂ë=~ÅÅçìåíK==^=áåÅäìÇÉë
íÜÉ=Ö~áåë=~åÇ=çíÜÉê=áíÉãë=áå=Öêçëë
áåÅçãÉ=çå=Üáë=ÑÉÇÉê~ä=áåÅçãÉ=í~ñ
êÉíìêåK==^=ï~ë=~ÄäÉ=íç=êÉèìáêÉ=ÇáëíêáJ
Äìíáçåë=Ñêçã=Üáë=~ÅÅçìåíI=~åÇ=ÇáÇ
êÉÅÉáîÉ=~=ÇáëíêáÄìíáçå=áå=vÉ~ê=TK==få
vÉ~ê=UI=áí=áë=êÉîÉ~äÉÇ=íÜ~í=_Ûë=ÄêçâÉêJ
~ÖÉ=Ñáêã=ï~ë=ÉåÖ~ÖÉÇ=áå=~=mçåòá
ëÅÜÉãÉK==^ää=çÑ=íÜÉ=~Åíáîáíó=êÉéçêíÉÇ
íç=^I=áåÅäìÇáåÖ=êÉéçêíÉÇ=áåÅçãÉI=ï~ë
ÑáÅíáíáçìëK==tÜÉå=íÜÉ=Ñê~ìÇ=áë=ÇáëÅçîJ
ÉêÉÇI=^=áë=ìå~ÄäÉ=íç=ïáíÜÇê~ï=ÑìåÇëK
qÜÉ=éÉêáçÇ=çÑ=äáãáí~íáçå=Ñçê=Åä~áãáåÖ
~=êÉÑìåÇ=Ü~ë=ÉñéáêÉÇ=Ñçê=vÉ~êë=N
íÜêçìÖÜ=QI=Äìí=åçí=vÉ~êë=R=íÜêçìÖÜ=TK

_~ëÉÇ=çå=íÜÉ=ÑçêÉÖçáåÖI=íÜÉ=fop=ÜçäÇë
~ë=ÑçääçïëW

√ ^=Å~å=Åä~áã=~=íÜÉÑí=äçëë=ïáíÜ
êÉëéÉÅí=íç=íÜÉ=ÑçêÉÖçáåÖ=áå=vÉ~ê=UI
íÜÉ=óÉ~ê=íÜÉ=äçëë=áë=ÇáëÅçîÉêÉÇI=íç
íÜÉ=ÉñíÉåí=íÜ~í=íÜÉ=äçëë=áë=åçí=ÅçîJ
ÉêÉÇ=Äó=~=Åä~áã=Ñçê=êÉáãÄìêëÉãÉåí
~ë=íç=ïÜáÅÜ=^=Ü~ë=~=êÉ~ëçå~ÄäÉ
éêçëéÉÅí=çÑ=êÉÅçîÉêóK==qç=íÜÉ
ÉñíÉåí= Û̂ë=ÇÉÇìÅíáçå=áë=êÉÇìÅÉÇ=Äó
ëìÅÜ=~=Åä~áãI=êÉÅçîÉêáÉë=íÜÉêÉçå
áå=~=ä~íÉê=óÉ~ê=~êÉ=åçí=áåÅäìÇáÄäÉ
áå=áåÅçãÉK==fÑ=^=êÉÅÉáîÉë=~=ÖêÉ~íÉê
~ãçìåí=áå=~=ä~íÉê=óÉ~êI=çê=~å
~ãçìåí=íÜ~í=áåáíá~ääó=ï~ë=åçí=ÅçîJ
ÉêÉÇ=Äó=~=Åä~áã=~ë=íç=ïÜáÅÜ=íÜÉêÉ
ï~ë=~=êÉ~ëçå~ÄäÉ=éêçëéÉÅí=çÑ
êÉÅçîÉêóI=íÜÉ=êÉÅçîÉêó=áë=áåÅäìÇáJ
ÄäÉ=áå=áåÅçãÉ=áå=ëìÅÜ=ä~íÉê=óÉ~êI
íç=íÜÉ=ÉñíÉåí=íÜÉ=É~êäáÉê=ÇÉÇìÅíáçå
êÉÇìÅÉÇ=áåÅçãÉ=í~ñK==fÑ=äÉëë=áë
êÉÅçîÉêÉÇ=íÜ~å=ï~ë=ÅçîÉêÉÇ=Äó
ëìÅÜ=~=Åä~áãI=~å=~ÇÇáíáçå~ä=ÇÉÇìÅJ
íáçå=áë=~ääçïÉÇ=áå=íÜÉ=óÉ~ê=íÜÉ
~ãçìåí=çÑ=êÉÅçîÉêó=áë=~ëÅÉêí~áåÉÇ
ïáíÜ=êÉ~ëçå~ÄäÉ=ÅÉêí~áåíóK

√ qÜÉ=äçëë=ïáää=ÄÉ=ÇÉÇìÅíáÄäÉ=~ë=~å
çêÇáå~êó=�íÜÉÑíÒ=äçëëI=ê~íÜÉê=íÜ~å

Without specifically
mentioning Madoff,
the guidance is
clearly aimed at his
victims, along with
victims of similar
“Ponzi” schemes.

Willys H. Schneider

Partner
Tax

New York

IRS Issues Guidance on Tax Issues Faced by
Investors Affected by Madoff and Other “Ponzi”
Schemes
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Revenue Procedure 2009-20
outlines a procedure that will allow
“qualified investors” to claim
“qualified losses” with respect to
“specified fraudulent
arrangements” on their 2008 tax
returns without challenge by the
IRS.
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INVESTMENT FUNDS New York Breakfast Series

Private Equity Funds after the “Crunch” — Challenges
and Opportunities

As the financial markets have lurched from one crisis to another over the past 18 months, the
private equity industry has not been left untouched. The scarcity of credit has limited the
ability of funds to use their committed capital effectively, and investors are increasingly
concerned about this asset class and the unlikelihood of historically high returns continuing in
the near future.

In the current environment, some private equity funds are seeking to increase their returns by
buying back the debt of their portfolio companies, sometimes at significant discounts to par.
These transactions raise potential tax and legal questions that general partners need to
address. Similarly, a growing number of limited partners are re-evaluating their exposures and
are increasingly considering the possibility of secondary transfers in order to obtain interim
liquidity. Underlying all of this is continued uncertainty about how carried interest will be taxed
in the future, and whether the current fund structures will need to evolve in order to maintain
their tax efficiencies. 

Emanuel Cherney (Partner, Private Equity) and Timothy Spangler (Partner, Fund Formation) will
discuss several topical issues that general partners and limited partners should consider in
connection with their operation of, and investments in, private equity funds.

You may register online at www.kayescholer.com (click on “Events”) or send an email to: seminars@kayescholer.com.

Kaye Scholer LLP
425 Park Avenue,
19th Floor
New York, NY 10022
212.836.8000
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9:00 am Program
9:50 am Q&A
10:00 am Session Ends
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