
 

 

SECURITIES NOTE 

Issue Date: 4 April 2018 

Date of Securities Note: 4 April 2018 

OWL'S HEAD I 2018 FUNDING DAC 

(incorporated with limited liability in Ireland) 

issue under 

€20,000,000,000 Asset-Backed Medium Term Note Programme 

of 

Series 2018-1 USD 50,000,000 Secured Floating Rate Notes due 2023  

(the "Notes") 

The Notes are secured primarily by the Swap Agreement (as defined on page 31 below) 

Issue Price: 100.00 per cent. 

The Securities Note prepared pursuant to the Prospectus (Directive 2003/71/EC) Regulations 2005 (the "Prospectus 

Regulations") will be available from the website of the Central Bank.  This Securities Note is prepared in connection 

with the €20,000,000,000 Asset-Backed Medium Term Note Programme of Owl's Head I 2018 Funding DAC and 

should be read in conjunction with the Registration Document dated 20 March 2018 (the "Registration Document") 

issued by  Owl's Head I 2018 Funding DAC (the "Issuer"). Copies of the Registration Document may be obtained from 

your Morgan Stanley & Co. LLC representative.  This Securities Note, together with the Registration Document, 

contains the terms of the Notes and supersedes all other prior or contemporaneous oral statements as well as all other 

prior written materials including preliminary or indicative pricing terms, correspondence, trade ideas, structures for 

implementation, sample structures, fact sheets, brochures or other educational materials. You should carefully 

consider, among other things, the matters set forth in "Risk Factors" in the Registration Document.  Terms defined in 

the Registration Document have the same meanings when used in this Securities Note. 

This Securities Note has been prepared for the purpose of giving information about the issue of the Notes.  

The Notes have not been and will not be registered under the Securities Act or the securities laws or "blue sky" laws of 

any state or other jurisdiction of the United States and may not be offered or sold, directly or indirectly, within the 

United States or to, or for the account or benefit of, U.S. persons (as defined in Regulation S under the Securities Act) 

except pursuant to an exemption from, or in a transaction not subject to, the registration requirements of the Securities 

Act and any applicable state or federal securities laws. The Notes are being offered and sold (A) in the United States 

only to QIBs, in each case acting for their own account or for the account of one or more QIBs, pursuant to Rule 144A 

under the Securities Act ("Rule 144A", and such Notes, “Rule 144A Notes”), and (B) outside the United States only to 

non-U.S. persons in an “offshore transaction”, as such term is defined under Regulation S (such Notes, “Regulation S 

Notes”). 

By acquiring the Notes or a beneficial interest therein the sole holder of the Notes (the "Holder") will be deemed to 

have made certain tax-related representations.  See "Tax Considerations—United States Federal Income Taxation" and 

"Transfer Restrictions" below.  

The Notes may be sold only in whole and not in part.  By acquiring the Notes or a beneficial interest therein the sole 

holder of the Notes (the "Holder") will be deemed to have made certain tax-related representations.  See "Tax 

Considerations—United States Federal Income Taxation" and "Transfer Restrictions" below.    

Notwithstanding any reference in this Securities Note or the Transaction Documents to the "Notes" or the 

"Noteholders", it should be understood that the Authorised Denomination is equal to the aggregate Principal Amount 

and consequently there shall only be one Note and one Noteholder. 
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Application has been made for the Notes to be admitted to the Official List of the Irish Stock Exchange. This Securities 

Note includes information given in compliance with the listing rules of the Irish Stock Exchange.  

This Securities Note has been approved by the Central Bank of Ireland (the "Central Bank"), as competent authority 

under Directive 2003/71/EC, as amended (the "Prospectus Directive"). The Central Bank only approves this securities 

note as meeting the requirements imposed under Irish and EU law pursuant to the Prospectus Directive. This document 

constitutes a securities note (the "Securities Note") for the purposes of the Prospectus Directive. Application has been 

made to the Irish Stock Exchange plc (the "Irish Stock Exchange") for the Notes issued under this this Securities Note 

to be admitted to the official list (the "Official List") and trading on its regulated market (the "Main Securities 

Market"). The Main Securities Market is a regulated market for the purposes of Directive 2014/65/EU (as amended, 

"MiFID II"). 

On or about the Issue Date, the Notes will have a rating of "A+" by Standard & Poor's Rating Services, a division of 

The McGraw-Hill Companies, Inc., and any successor or successors thereto ("S&P").  The rating assigned to the Notes 

by S&P addresses the payment of principal and interest pursuant to the Transaction Documents.  A security rating is 

not a recommendation to buy, sell or hold securities and may be subject to revision, suspension or withdrawal at any 

time by S&P. 

S&P is not established in the European Union and is not registered in accordance with Regulation (EC) No. 1060/2009 

of the European Parliament and of the Council of 16 September 2009 on credit ratings (as amended) ("CRA 

Regulation"). Standard and Poor's is therefore not included in the list of credit rating agencies published by the 

European Securities and Markets Authority on its website in accordance with the CRA Regulation. 

Investors should take into account, when making a decision as to whether or not to invest in the Notes, amongst 

other things, the matters set out in "Risk Factors" below. 

This Securities Note has been prepared by the Issuer for use in connection with the offering of the Notes described 

herein (the "Offering"). Each of the Issuer and the Dealer reserves the right to reject any offer to purchase Notes in 

whole or in part for any reason, or to sell less than the stated initial principal amount of the Notes offered hereby. This 

Securities Note is personal to each offeree to whom it has been delivered by the Issuer, the Dealer or any affiliate 

thereof and does not constitute an offer to any other person or to the public generally to subscribe for or otherwise 

acquire the Notes. Distribution of this Securities Note to any persons other than the offeree and those persons, if any, 

retained to advise such offeree with respect thereto is unauthorised and any disclosure of any of its contents, without the 

prior written consent of the Issuer, is prohibited. Any reproduction or distribution of this Securities Note in whole or in 

part and any disclosure of its contents or use of any information herein for any purpose other than considering an 

investment in the securities offered herein is prohibited. 

MiFID II Product Governance: Solely for the purposes of the manufacturer’s product approval process, the target 

market assessment in respect of the Notes has led to the conclusion that: (i) the target market for the Notes is eligible 

counterparties and professional clients only, each as defined in MiFID II; and (ii) all channels for distribution of the 

Notes to eligible counterparties and professional clients are appropriate. Any person subsequently offering, selling or 

recommending the Notes (a "distributor") should take into consideration the manufacturer’s target market assessment; 

however, a distributor subject to MiFID II is responsible for undertaking its own target market assessment in respect of 

the Notes (by either adopting or refining the manufacturer’s target market assessment) and determining appropriate 

distribution channels. 

The Notes are not intended to be offered, sold or otherwise made available to and, with effect from such date, should 

not be offered, sold or otherwise made available at any time to any retail investor in the European Economic Area 

("EEA"). For these purposes, a retail investor means a person who is one (or more) of: (i) a retail client as defined in 

Article 4(1) of Directive 2004/39/EC (as amended, including by Directive 2014/65/EU) ("MiFID"); (ii) a customer 

within the meaning of Directive 2002/92/EC, where that customer would not qualify as a professional client as defined 

in Article 4(1) of MiFID; or (iii) not a qualified investor as defined in Directive 2003/71/EC (as amended, the 

"Prospectus Directive"). Consequently, no key information document required by Regulation (EU) No 1286/2014 (the 

"PRIIPs Regulation") for offering or selling the Notes or otherwise making them available to retail investors in the EEA 
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has been prepared and therefore offering or selling the Notes or otherwise making them available from the above date to 

any retail investor in the EEA may be unlawful under the PRIIPS Regulation. 

The Dealer expects to privately place the Notes and may do so in individually negotiated transactions at prices other 

than the Issue Price set out herein. 

BENCHMARKS REGULATION 

Amounts payable on the Notes are calculated by reference to "USD CMS Rate"  As at the date of this Securities Note, 

the administrator of such rate (being the Intercontinental Exchange (ICE)) is not included in ESMA’s register of 

administrators under Article 36 of the Regulation (EU) No. 2016/1011 (the "Benchmarks Regulation"). 

As at the date of this Securities Note, the transitional provisions in Article 51 of the Benchmarks Regulation apply, such 

that ICE is not currently required to obtain authorisation/registration (or, if located outside the European Union, 

recognition, endorsement or equivalence). 

U.S. INFORMATION 

THE NOTES HAVE NOT BEEN AND WILL NOT BE REGISTERED UNDER THE SECURITIES ACT OR THE 

SECURITIES LAWS OF ANY STATE OR OTHER JURISDICTION OF THE UNITED STATES AND 

THEREFORE MAY NOT BE OFFERED OR SOLD WITHIN THE UNITED STATES OR TO, OR FOR THE 

ACCOUNT OR BENEFIT OF, U.S. PERSONS (AS DEFINED IN REGULATION S UNDER THE SECURITIES 

ACT) EXCEPT PURSUANT TO AN EXEMPTION FROM, OR IN A TRANSACTION NOT SUBJECT TO, THE 

REGISTRATION REQUIREMENTS OF THE SECURITIES ACT AND ANY APPLICABLE SECURITIES LAWS. 

ACCORDINGLY, THE NOTES ARE BEING OFFERED AND SOLD IN THE UNITED STATES ONLY TO QIBS, 

IN EACH CASE ACTING FOR THEIR OWN ACCOUNT OR FOR THE ACCOUNT OF ONE OR MORE QIBS, 

PURSUANT TO RULE 144A. FOR A DESCRIPTION OF CERTAIN RESTRICTIONS ON RESALES OR 

TRANSFERS, SEE "SUBSCRIPTION AND SALE" AND "TRANSFER RESTRICTIONS". 

This Securities Note is being provided on a confidential basis in the United States to a limited number of "qualified 

institutional buyers" (as defined under Rule 144A of the U.S. Securities Act of 1933, as amended (the "Securities 

Act")), or "QIBs," for informational use solely in connection with the consideration of the purchase of the Notes.  Its 

use for any other purpose in the United States is not authorised.  It may not be copied or reproduced in whole or in part 

nor may it be distributed or any of its contents disclosed to anyone other than the prospective investors to whom it is 

originally submitted. 

Each U.S. purchaser of Notes is hereby notified that the offer and sale of any Notes to it may be being made in reliance 

upon the exemption from the registration requirements of Section 5 of the Securities Act provided by Rule 144A. 

Each purchaser or holder of Notes represented by a Rule 144A Global Note or any Note issued in registered form in 

exchange or substitution therefor will be deemed, by its acceptance or purchase of any such Note, to have made certain 

representations and agreements intended to restrict the resale or other transfer of such Notes as set out in "Subscription 

and Sale" and "Transfer Restrictions".  

The Notes have not been approved or disapproved by the United States Securities and Exchange Commission or any 

other securities commission or other regulatory authority in the United States, nor have the foregoing authorities 

approved this Securities Note or the Registration Document or confirmed the accuracy or determined the adequacy of 

the information contained in this Securities Note or the Registration Document. Any representation to the contrary is 

unlawful. 

There is no undertaking to register the Notes under U.S. state or federal securities laws. Until 40 days after the 

commencement of the offering, an offer or sale of the Notes within the United States by the Dealer(s) (whether or not 

participating in this offering) may violate the registration requirements of the Securities Act if such offer or sale is made 

otherwise than in compliance with Rule 144A or pursuant to another exemption from the registration requirements of 

the Securities Act. 
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The Issuer intends to satisfy the conditions of the exemption from registration under the Investment Company Act of 

1940 (the "Investment Company Act") contained in Rule 3a-7 under the Investment Company Act, and accordingly to 

be excluded from the definition of  "covered fund" for purposes of regulations adopted under Section 13 of the Bank 

Holding Company Act of 1956, as amended (commonly known as the Volcker Rule).. However, no assurance can be 

made that the Issuer will qualify for the Rule 3a-7 exemption or for any other exclusion or exemption that might be 

available under the Volcker Rule and its implementing regulations.  Any prospective investor in the Notes, including a 

U.S. or foreign bank or a respective subsidiary or other affiliate thereof, should consult its own legal advisors regarding 

the Volcker Rule and its effects. 

AVAILABLE INFORMATION 

To permit compliance with Rule 144A in connection with any resales or other transfers of Notes that are "restricted 

securities" within the meaning of the Securities Act, the Issuer has undertaken in the Trust Deed (as defined under 

"Terms and Conditions of the Notes") to furnish, upon the request of a holder of such Notes or any beneficial interest 

therein, to such holder or to a prospective purchaser designated by him, the information required to be delivered under 

Rule 144A(d)(4) under the Securities Act if, at the time of the request, any of the Notes remain outstanding as 

"restricted securities" within the meaning of Rule 144(a)(3) of the Securities Act and the Issuer is neither a reporting 

company under Section 13 or 15(d) of the U.S. Securities Exchange Act of 1934, as amended, (the "Exchange Act") 

nor exempt from reporting pursuant to Rule 12g3-2(b) thereunder. 

FORWARD- LOOKING STATEMENTS 

Certain matters contained herein are forward-looking statements. Such statements appear in a number of places in this 

Securities Note and reflect significant assumptions and subjective judgments by the Issuer that may not prove to be 

correct. Such statements may be identified by reference to a future period or periods and the use of forward-looking 

terminology such as "may", "will", "could", "believes", "expects", "anticipates", "continues", "intends", "plans" or 

similar terms. Consequently, future results may differ from the Issuer’s expectations due to a variety of factors, 

including (but not limited to) the economic environment and regulatory changes. Moreover, past financial performance 

should not be considered a reliable indicator of future performance and prospective purchasers of the Notes are 

cautioned that any such statements are not guarantees of performance and involve risks and uncertainties, many of 

which are beyond the control of the Issuer. None of the transaction parties (other than the Issuer) has attempted to verify 

any such statements, nor do they make any representations, express or implied, with respect thereto. Prospective 

purchasers should therefore not place undue reliance on any of these forward-looking statements. None of the 

transaction parties assumes any obligation to update these forward-looking statements or to update the reasons for 

which actual results could differ materially from those anticipated in the forward-looking statements. 

Morgan Stanley & Co. LLC (the "Dealer") will deliver the Notes to purchasers on or about 4 April 2018. 

MORGAN STANLEY 
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The Issuer accepts responsibility for the information contained in this Securities Note. To the best of the knowledge 

and belief of the Issuer (which has taken all reasonable care to ensure that such is the case), the information 

contained in this Securities Note is in accordance with the facts and does not omit anything likely to affect the 

import of such information. 

The information set out under the headings "Overview of Parties to the Transaction" has been provided to the 

Issuer by the parties named in those sections and the Issuer makes no representation in relation to such information.  

Each of the parties named in the section headed "Overview of Parties to the Transaction" takes responsibility for the 

information relating to themselves under that section and, to the best of the knowledge and belief of each of them, 

the information set out under the relevant heading in respect of them is in accordance with the facts and does not 

omit anything likely to affect the import of such information. 

The information set out under the headings "U.S. Credit Risk Retention" has been provided to the Issuer by Morgan 

Stanley & Co. International plc and the Issuer makes no representation in relation to such information.  Morgan 

Stanley & Co. International plc takes responsibility for such information in that section and, to the best of its 

knowledge and belief, the information set out in "U.S. Credit Risk Retention" is in accordance with the facts and 

does not omit anything likely to affect the import of such information. 

The Issuer has only made very limited queries with regards to the accuracy and completeness of the information set 

out under the headings "Overview of Parties to the Transaction" and "U.S. Credit Risk Retention" (the "Third 

Party Information"). This information has been accurately reproduced from publicly available information 

identified by the relevant entities and, so far as the Issuer is aware, no facts have been omitted which would render 

the reproduced information inaccurate or misleading. Prospective investors in the Notes should not rely upon, and 

should make their own independent investigations and enquiries in respect of, the accuracy and completeness of the 

Third Party Information.  

No representation is made that this Securities Note may be lawfully distributed, or that Notes may be lawfully 

offered, in compliance with any applicable registration or other requirements in any jurisdiction, or pursuant to an 

exemption available thereunder, and no assumption is made of any responsibility for facilitating any such 

distribution or offering.  Accordingly, the Notes may not be offered or sold, directly or indirectly, and neither this 

Securities Note nor any advertisement or other offering material may be distributed or published in any jurisdiction, 

except under circumstances that will result in compliance with any applicable laws and regulations. 

No person has been authorised to give any information or to make representations other than those contained in this 

Securities Note in connection with the issue or sale of the Notes and, if given or made, such information or 

representations must not be relied upon as having been authorised by the Issuer or any of the parties mentioned 

herein. 

Neither the delivery of this Securities Note nor any sale made in connection herewith shall, under any 

circumstances, create any implication that the information herein is correct as of any time subsequent to the date of 

this Securities Note. 

Before making an investment decision, prospective purchasers should inform themselves about, and make a detailed 

evaluation of, the nature and financial position of the Swap Counterparty, the Eligibility Criteria relating to the ROs 

(and consequently the Underlying Assets) and the Swap Agreement.  None of the Issuer, the Trustee or the Dealer 

has had any access to any obligor of the Underlying Assets for the purposes of rendering any such investigation nor 

makes any representations as to the financial condition or creditworthiness of any such obligor. In addition, 

prospective purchasers should consider the nature and financial position of the Issuer of the Notes as well as the 

terms and conditions of the Notes and any other related transaction documents described below. 

"Underlying Assets" means (i) initially on the Issue Date, the cash issue proceeds of the Notes and (ii) following the 

Issue Date, either the Underlying Assets specified in (i) above or such assets as may be purchased by or on behalf of 

the Issuer in accordance with the Conditions in order to hedge its obligations under the Trade Documents.  
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For the avoidance of doubt, the Notes are not, and do not represent or convey any interest in, a direct or indirect 

obligation of the obligors of any Reference Obligations, nor do they confer on the Noteholder any right (whether in 

respect of voting, dividend or other distributions in respect of any Reference Obligations) which the holder of any of 

the Reference Obligations may have. The Issuer is not an agent of the Noteholder for any purpose. 

This Securities Note contains summaries of and reference to certain provisions of other documents executed in 

relation to the Notes, such as the Supplemental Trust Deed (as defined on page 23 below). Such summaries and 

references are subject to the actual provisions of each such document, copies of which are available for inspection at 

the specified office of the Principal Paying Agent.  Holders of the Notes to which this Securities Note relates, and 

any other person into whose possession this Securities Note comes, will be deemed to have notice of all provisions of 

the documents executed in relation to the Notes which may be relevant to a decision to acquire, hold or dispose of 

any of the Notes. 

Whilst legal opinions relating to the issue of the Notes were obtained with respect to certain laws of England and 

Ireland, no such opinions have been obtained with respect to any other laws, including the laws of the country of 

incorporation of any of the obligors (other than the Issuer) in respect of the Charged Assets and/or the Underlying 

Assets (as the case may be), the laws of the country in which the Charged Assets and/or the Underlying Assets are 

situated or the laws which are expressed to govern the Charged Assets and/or the Underlying Assets, any of which, 

depending upon the circumstances, may affect, inter alia, the validity and legal and binding effect of the Charged 

Assets and/or the Underlying Assets and the effectiveness and ranking of the security for the Notes. 

This Securities Note does not constitute, and may not be used for the purposes of, an offer or solicitation by anyone 

in any jurisdiction in which such offer or solicitation is not authorised or to any person to whom it is unlawful to 

make such an offer or solicitation, and no action is being taken to permit an offering of the Notes or the distribution 

of this Securities Note in any jurisdiction where such action is required.  This Securities Note which is dated 4 April 

2018 may not be used for any purpose other than the provision of information in relation to the issue of the Notes 

and related transactions described herein. 

This communication is directed only at persons who (i) are outside the United Kingdom or (ii) have professional 

experience in matters relating to the investments or (iii) are persons falling within Article 49(2)(a) to (d) ("high net 

worth companies, unincorporated associations, etc") of The Financial Services and Markets Act 2000 (Financial 

Promotion) Order 2001 (all such persons together being referred to as "relevant persons").  This communication 

must not be acted on or relied on by persons who are not relevant persons.  Any investment or investment activity to 

which this communication relates is available only to relevant persons and will be engaged in only with relevant 

persons. 

There can be no assurance that the amount payable on any redemption of the Notes or any early redemption or 

enforcement of the security therefor will be equal to or greater than the Issue Price or the then current outstanding 

principal amount of the Notes. 

Upon approval of this Securities Note by the Central Bank, this Securities Note will be filed with the Irish 

Companies Registration Office in accordance with Regulation 38(1)(b) of the Prospectus Regulations. 

The Issuer is not and will not be regulated by the Central Bank as a result of issuing the Notes.  Any investment in 

the Notes does not have the status of a bank deposit and is not within the scope of the deposit protection scheme 

operated by the Central Bank. 

EACH PURCHASER OF THE NOTES MUST COMPLY WITH ALL APPLICABLE LAWS AND 

REGULATIONS IN FORCE IN EACH JURISDICTION IN WHICH IT PURCHASES, OFFERS OR SELLS 

SUCH SECURITIES OR POSSESSES OR DISTRIBUTES THIS BASE PROSPECTUS AND MUST OBTAIN 

ANY CONSENT, APPROVAL OR PERMISSION REQUIRED FOR THE PURCHASE, OFFER OR SALE BY 

IT OF SUCH SECURITIES UNDER THE LAWS AND REGULATIONS IN FORCE IN ANY 

JURISDICTIONS TO WHICH IT IS SUBJECT OR IN WHICH IT MAKES SUCH PURCHASES, OFFERS 

OR SALES, AND NONE OF THE ISSUER, THE DEALER OR THE TRUSTEE SPECIFIED HEREIN (OR 

ANY OF THEIR RESPECTIVE AFFILIATES) SHALL HAVE ANY RESPONSIBILITY THEREFOR. 
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THE NOTES ARE SUBJECT TO RESTRICTIONS ON TRANSFERABILITY AND RESALE AND MAY NOT 

BE TRANSFERRED OR RESOLD EXCEPT AS PERMITTED HEREIN AND AS PERMITTED UNDER THE 

SECURITIES ACT 1933, AS AMENDED, AND APPLICABLE STATE SECURITIES LAWS. INVESTORS 

SHOULD BE AWARE THAT THEY MAY BE REQUIRED TO BEAR THE FINANCIAL RISKS OF THIS 

INVESTMENT FOR AN INDEFINITE PERIOD OF TIME. 
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RISK FACTORS 

The following is a description of certain additional aspects of the issue of the Notes of which any prospective 

Noteholder should be aware.  It is not intended to be exhaustive and any prospective Noteholder should also read the 

detailed information set out elsewhere in this document and take its own tax, legal and other relevant advice as to the 

structure and viability of an investment in the Notes. Any prospective Noteholders should read the following risk factors 

in conjunction with the section of the Registration Document entitled "Risk Factors" and the additional information 

about Morgan Stanley and the Swap Counterparty set out in "Overview of Parties to the Transaction – The Swap 

Counterparty, Arranger and Dealer".  

1. Credit Considerations 

Suitability 

An investment in the Notes will not be appropriate for all investors. Structured investment products, like the Notes, are 

complex instruments, and typically involve a high degree of risk and are intended for sale only to sophisticated 

investors who are capable of understanding and assuming the risks involved. Prospective purchasers of the Notes 

should ensure that they understand the nature of the Notes in which they are investing and the extent of their exposure 

to risk and that they consider the suitability of the Notes as an investment in the light of their own circumstances and 

financial condition. Each Noteholder should have sufficient knowledge, experience and professional advice to make its 

own legal, tax, accounting and financial evaluation of the merits and risks of investment in the Notes and in purchasing 

the Notes is not relying on either the views or advice of, or any information with respect to, the Issuer, the Swap 

Agreement or the Dealer.  

Obligations of the Issuer 

The Notes are solely the obligations of the Issuer.  In particular, the Notes are not the obligations or responsibility of, or 

guaranteed by, the Trustee, the Custodian, the Arranger, the shareholders of the Issuer, the Dealer, the Principal Paying 

Agent, the Registrar, the Determination Agent, the Calculation Agent, the issuer of any Underlying Assets or the Swap 

Counterparty.  Apart from the Issuer, none of these persons will accept any liability whatsoever to the Noteholders in 

respect of any failure by the Issuer to pay any amount due under the Notes. 

Each Noteholder will be deemed to have represented that it has made its own independent assessment as to whether 

purchasing the Notes is appropriate for it based upon its own judgment and upon advice from such advisers as it 

considers necessary.  None of the Issuer, the Trustee, the Swap Counterparty, the Dealer or the Determination Agent is 

acting as a financial adviser or in a fiduciary capacity in relation to the Notes in respect of any investor or potential 

investor.  Each Noteholder will also be deemed to have represented that it is not relying on any communication (written 

or oral) made by the Issuer as constituting either investment advice or a recommendation to purchase the Notes.  No 

communication (written or oral) received by the Noteholders from the Issuer constitutes an assurance or guarantee as to 

the expected results or likely return under the Notes. 

Subordination of the Notes 

Payments of interest and principal in respect of the Notes are subordinated to the payment of certain amounts payable 

by the Issuer as set out in the relevant Orders of Priority specified in Special Condition 2.2 (Pre and Post Enforcement 

Waterfalls) as set out in Annex 1 to the Applicable Supplement. 

There can be no assurance that the Noteholders will receive the full amounts payable by the Issuer under the Notes or 

that they will receive any return on their investment in the Notes. 

Amendments to the Trust Deed and the Notes; Further Tranches 
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The Trust Deed provides that the Trustee may, with the prior written confirmation from the Rating Agencies who have 

assigned a credit rating to the Notes that such rating will not be adversely affected, make certain modifications to the 

Trust Deed or the Transaction Documents if in the opinion of the Trustee that such modification will not be materially 

prejudicial to the interests of the Secured Creditors. Any such modifications will be binding upon the Noteholders and, 

unless the Trustee agrees otherwise, will be notified by the Issuer to the relevant Noteholders as soon as practicably 

thereafter. 

Additionally, Special Condition 7 (Issue of Further Tranches) as set out in Annex 1 to the Applicable Supplement 

permits the Determination Agent to (subject to Rating Agency Confirmation) adjust and amend the Conditions, the 

Swap Agreement and any other Trade Documents in the event of an issue of the Issuer of a Further Tranche of Notes in 

order to reflect such further issue by the Issuer and to preserve the economic equivalence of the Notes, the Swap 

Agreement, and other relevant Trade Documents prior to such further issue.  The issue of Further Tranches by the 

Issuer and any such adjustments and amendments will not require the consent of the Secured Creditors or any other 

parties (including the Noteholders) and will be binding upon the Noteholders. 

Valuation Information; Limited Information 

None of the Dealer, the Swap Counterparty, the Issuer, the Agents or any other transaction party will be required to 

provide periodic pricing or valuation information to investors.  Investors will receive limited information with regard to 

the ROs and Underlying Assets, and none of the transaction parties (including the Dealer, the Swap Counterparty, the 

Issuer or the Agents) will be required to provide any information other than what is required pursuant to the Transaction 

Documents.  Furthermore, if any information is provided to the Noteholders, such information may not be audited.  

Finally, the Swap Counterparty may be in possession of material, non-public information with regard to the ROs and/or 

the Underlying Assets and it will not be required to disclose such information to the Noteholders. 

Reliance on the Swap Agreement 

On or about the Issue Date, the Issuer and the Swap Counterparty entered into a Swap Agreement which comprises, 

inter alia, a total return swap facility (the "TRS Facility") pursuant to which one or more total return swap transactions 

may be entered into (each a "TRS Transaction ").  

The effective date of each TRS Transaction shall be subject to the consent of the Issuer, which shall be deemed to be 

given in the event that a firm offer price is made available (by the Swap Calculation Agent or an independent third 

party) for the sale to the Issuer of an asset Equivalent (as defined below) to the "Reference Obligation ("RO") to be the 

subject of the relevant TRS Transaction. In respect of each such firm offer, although not required to do so, the Issuer 

shall, in order to hedge its obligations under the Trade Documents, submit a corresponding firm bid and, using the 

relevant portion of net issue proceeds of the Notes, purchase such Equivalent asset (such asset once purchased, an 

Underlying Asset in respect of the Notes). For the purposes of the foregoing an asset is "Equivalent" to the RO if it is 

(i) of the same issuer or other obligor, (ii) part of the same issue or borrowing and (iii) of an identical type, nominal 

value, description and amount of the RO.  

During the term of each TRS Transaction, the Issuer will pay to the Swap Counterparty all net interest, principal and 

any other amounts which a hypothetical holder of each RO subject to such TRS Transaction would actually have 

received in exchange for floating payments to be paid by the Swap Counterparty under the relevant TRS Facility which 

will match the Issuer's interest payment obligations in respect of the Notes. Upon termination of the TRS Facility (and 

each TRS Transaction), termination payments shall be payable between the Swap Counterparty and the Issuer which are 

structured to result in the Issuer being put in funds for the payment of the Redemption Amount due on the Notes.  

The ability of the Issuer to meet its payment obligations in respect of the Notes is therefore primarily dependent on the 

performance by the Swap Counterparty of its obligations under the Swap Agreement. The ability of the Swap 

Counterparty to perform its obligations under the Swap Agreement are subject to risk factors, including credit, market 

(including equity, commodity, foreign exchange, and interest rate), liquidity, operational (including technology and 

infrastructure), reputational, insurance, strategic, regulatory, legal, environmental, capital adequacy, and other risks.  
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See "Overview of Parties to the Transaction – The Swap Counterparty, Arranger and Dealer" for additional 

information about the Swap Counterparty. 

Only upon a default by the Swap Counterparty will the Issuer be dependent on the realisation proceeds of the 

Underlying Assets in order to satisfy its payment obligations on the Notes. If proceeds from the Underlying Assets are 

insufficient to make payments on the Notes, no other assets will be available for payment of the deficiency and, 

following liquidation of the Underlying Assets, the obligations of the Issuer to pay any such deficiency will be 

extinguished. 

Eligible collateral posted to the Issuer under the CSA not part of the Security  

The Swap Agreement comprises a Credit Support Annex (Bilateral Form – Transfer) (the "CSA") governed by English 

law pursuant to which the Issuer or the Swap Counterparty, as applicable, will be required to transfer eligible collateral 

(as specified in the CSA) to collateralise the receiving party's mark-to-market exposure in respect of the TRS Facility 

and each relevant TRS Transaction, provided that the Issuer shall not be required to transfer eligible collateral having a 

value in excess of the Underlying Assets (less any accrued but unpaid interest thereon).  

In addition, in respect of each TRS Transaction and as of any date of determination, the Swap Counterparty shall 

transfer to the Issuer an Independent Amount consisting of cash in the Specified Currency only, which the Issuer shall 

use to purchase additional Underlying Assets (equivalent to the RO in respect of the relevant TRS Transaction). The 

Independent Amount required to be maintained by the Swap Counterparty as of any date of determination may change 

as a result of changes in the IA Percentage and Notional Amount of the relevant TRS Transaction.   

Where the Swap Counterparty has transferred collateral to the Issuer under the terms of the CSA, such collateral does 

not form part of the Security and is not available for distribution to the Secured Creditors, except to the extent that such 

collateral is required to fund a termination payment due by the Swap Counterparty to the Issuer following an early 

termination of the Swap Agreement. Following an early termination of the Swap Agreement, any collateral previously 

posted by the Swap Counterparty to the Issuer will be used to satisfy any early termination amount due from the Swap 

Counterparty and any excess will be returned to the Swap Counterparty.   

Early Redemption in Certain Circumstances 

The Notes are subject to early redemption upon the occurrence of any of the Mandatory Redemption Events specified in 

this Securities Note or upon the occurrence of an Event of Default.  Mandatory Redemption Events include (but are not 

limited to) termination of the Swap Agreement and certain tax related events that affect the Swap Agreement or the 

Notes.   

In any such circumstances, the Underlying Assets may be liquidated by the Determination Agent and the Swap 

Agreement may be terminated.  Upon termination of the Swap Agreement, a termination payment may be payable to or 

by the Issuer.  Upon such liquidation and termination of the Swap Agreement, the proceeds will be applied in 

accordance with the Order of Priority set out in Special Condition 2.2 (Pre and Post Enforcement Waterfalls) as set out 

in Annex 1 to the Applicable Supplement.  The net proceeds (if any) of the liquidation of the Underlying Assets and any 

termination payment under the Swap Agreement may be insufficient to pay amounts due to the holders of the Notes and 

potential investors should be aware that the redemption amount of the Notes may be less than the original investment by 

such holders. 

Mark to Market Volatility  

The mark to market value of the Notes may be affected by a number of factors including, without limitation, the credit 

spread observed in the market for Swap Counterparty, implied rating, and change in any other pricing parameters 

(including correlation and recovery rate assumptions).  Mark to market values may be extremely volatile and 

unpredictable.   
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Liquidity Risk 

None of the Issuer, the Swap Counterparty, the Arranger or the Dealer makes any representation as to the existence of a 

market for the Notes.  Notwithstanding that the Arranger intends under ordinary market conditions to indicate prices in 

the Notes on request, there can be no assurance as to the price at which such a bid would be made or indeed that any 

price would be indicated in certain circumstances.  The price given, if any, will be affected by many factors including, 

but not limited to, the Arranger's view of the creditworthiness of the Swap Counterparty the general level of interest 

rates and the remaining term of the Notes. 

In addition, no sale, assignment, participation, pledge or transfer of the Notes may be effected if, among other things, it 

would require the Issuer to register under the Investment Company Act or any other similar legislation or regulatory 

action. Furthermore, the Notes have not been and will not be registered under the Securities Act, any state securities 

laws in the United States or the securities laws of any other jurisdiction. The Notes are subject to certain related transfer 

restrictions and each purchaser of Notes will be deemed to have made certain acknowledgements, representations and 

agreements. See "Subscription and Sale" and "Transfer Restrictions". Any purported transfer of Notes, or any interest 

therein, that does not comply with the foregoing requirements shall be null and void ab initio and of no legal effect 

whatsoever.  Accordingly, any purported transferee of any legal or beneficial ownership interest in a Note in such a 

transaction will not be entitled to any rights as a legal or beneficial owner of such interest in such Note.  The foregoing 

restrictions on the transfer of the Notes may adversely affect the ability of an investor in the Notes to dispose of the 

Notes in the secondary market, if any, and significantly reduce the liquidity of the Notes.  As a result, the value of the 

Notes may be materially adversely affected. 

No Dealer Role Post-Closing 

The Dealer takes no responsibility for, and has no obligations in respect of, the Issuer and will have no obligation to 

monitor the performance of the Underlying Assets or the actions of the Swap Counterparty or the Issuer and no 

authority to advise the Swap Counterparty or the Issuer or to direct their actions, which will be solely the responsibility 

of the Swap Counterparty and the Issuer.  While the Dealer may own Notes at any time, it has no obligation to make 

any investment in any Notes and may sell at any time any Notes it does purchase.  If the Dealer or its affiliates own 

Notes, they will have no responsibility to consider the interests of any other owner of Notes with respect to actions they 

take or refrain from taking in such capacity. 

Limited Recourse 

Each Series of Notes represents separate limited recourse obligations of the Issuer.  The payment of principal, interest 

and other amounts in respect of each Series of Notes will be made solely from amounts received in respect of the 

Charged Assets relating to such Series of Notes.  In respect of each Series of Notes, the fees and claims of, amongst 

others, the Trustee and any agent or receiver shall have priority over the claims of the relevant Noteholders in respect of 

the Charged Assets relating to such Series of Notes and the net proceeds (if any) of any realisation of the security for 

such Series of Notes may be insufficient to pay amounts due to the holders of such Notes.  In such event, the Issuer will 

not be obliged to pay, and the other assets of the Issuer will not be available for payment of, any such shortfall and the 

rights of the Noteholders, the Trustee and other creditors to receive any further amount in respect of such obligations 

shall be extinguished and none of the Noteholders, the Trustee or other creditors may take any further action to recover 

such amounts. 

Non-Petition 

None of the Noteholders, the Trustee or other creditors (nor any other person acting on behalf of any of them) shall be 

entitled to institute against the Issuer, or join in any institution against the Issuer of, any bankruptcy, reorganisation, 

arrangement, examinership, insolvency or liquidation proceedings or other proceedings under any applicable 

bankruptcy or similar law in connection with any obligations relating to the Notes, the Supplemental Trust Deed or the 

other documents relating to the issue of the Notes, so long as the Notes are outstanding or for two years plus one day 

after the latest date on which any Note of any series is due to mature save for lodging a claim in the liquidation of the 
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Issuer which is initiated by another party or taking proceedings to obtain a declaration or judgement as to the 

obligations of the Issuer. 

Underlying Assets 

Pursuant to the terms of the Swap Agreement, the Swap Counterparty may deliver a Portfolio Adjustment Notice to the 

Issuer and the Swap Calculation Agent identifying an eligible RO in respect of a TRS Transaction to be entered into 

under the Swap Agreement. The Swap Calculation Agent will provide, or procure from a third party, a firm offer to the 

Issuer for the sale of an asset "Equivalent" to such eligible RO. In respect of each such firm offer, although not required 

to do so, the Issuer shall, in order to hedge its obligations under the Trade Documents (provided that it has sufficient 

funds available to it) make a firm bid and purchase such asset. Once such asset has been purchased by the Issuer, it shall 

constitute an Underlying Asset for the purposes of the Notes.  

The Swap Counterparty will have the on-going right to add, remove or substitute ROs pursuant to the terms of the Swap 

Agreement (which shall require the addition, removal or substitution of the corresponding Underlying Asset), without 

consent from the Noteholders, as long as they comply with the eligibility criteria set out in Appendix 2 to the Form of 

Swap Confirmation attached to this Securities Note ("Eligibility Criteria"). In directing the addition, removal or 

substitution of the ROs (which shall require the addition, removal or substitution of the corresponding Underlying 

Assets), the Swap Counterparty is not required to consider the interests of the Noteholders and such addition, removal 

or substitution of the ROs and the corresponding addition, removal or substitution of the corresponding Underlying 

Asset may adversely affect the Issuer’s ability to satisfy its payment obligations on the Notes upon a default by the 

Swap Counterparty.  See also "Risk Factors – Credit Considerations – Dealings related to the Underlying Assets" and 

"Risk Factors – Credit Considerations – Capacity of Morgan Stanley and its affiliates". 

In the event of an early termination of the Swap Agreement as a result of a default by the Swap Counterparty under 

Section 5(a)(i) or 5(a)(vii) of the Swap Agreement, the Issuer will depend on the redemption and/or realisation proceeds 

from the sale of the relevant Underlying Assets to fund the payment of the Early Redemption Amount in accordance 

with accordance with the Order of Priority.   

None of the Issuer, the Swap Counterparty, the Arranger or the Dealer has made any investigation into the issuers of the 

Underlying Assets and prospective purchasers should make their own investigations and determinations with regard to 

the financial condition and creditworthiness of such issuers and the full terms of the Underlying Assets based on the 

Eligibility Criteria.  The value of the Underlying Assets may fluctuate from time to time and none of the Issuer, the 

Trustee, the Dealer, the Custodian, the Determination Agent, the Calculation Agent or the Swap Counterparty have any 

obligation to maintain the value of the Underlying Assets at any particular level.  None of the Issuer, the Trustee, the 

Dealer, the Calculation Agent, the Custodian or any of their affiliates has any liability to the Noteholders as to the 

amount or value of, or any decrease in the value of, the Underlying Assets from time to time.  None of the Issuer, the 

Trustee, the Dealer, the Calculation Agent, the Custodian or any of their affiliates will be required to provide 

Noteholders with financial or other information (which may include material non-public information) it receives with 

respect to the Underlying Assets or keep Noteholders informed as to matters arising in relation to any Underlying 

Assets.  

Holding the Notes is not the Same as Holding the Underlying Assets 

Holding the Notes is not the same as holding the Underlying Assets.  As a Noteholder, you will not be entitled to 

receive dividends or other distributions or other rights that a holder of the Underlying Asset would enjoy.  Additionally, 

pursuant to Special Condition 8 (Voting with Respect to Underlying Assets) as set out in Annex 1 to the Applicable 

Supplement, in the event that the Issuer (or the Custodian on its behalf) receives a request for its consent to any 

amendment, modification or waiver relating to the Underlying Asset, the Issuer (or the Custodian on its behalf) shall 

vote in accordance with the instructions (if any) given by Noteholder(s) holding a clear majority of the Notes. The 

Noteholder(s) holding a clear majority of the Notes are not required to consider the interests of other Noteholders in 

providing such instructions and may cause an action that may negatively affect the market value of the Notes. 
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Illiquidity of the Underlying Assets 

The lack of an established, liquid secondary market for some of the Underlying Assets may have an adverse effect on 

the market value of the Underlying Assets, and upon the default of the Swap Counterparty, may adversely affect the 

ability of the Issuer to dispose of Underlying Assets to satisfy its obligations under the Notes.  Additionally, Underlying 

Assets will be subject to certain other transfer restrictions that may contribute to illiquidity.  Therefore, no assurance 

can be given that Underlying Assets may be disposed of at any previously prevailing market price or any specific 

valuation level. 

General Economic Conditions May Adversely Affect the Realization Value of Underlying Assets 

Upon a default by the Swap Counterparty, the Issuer will be dependent on the realisation proceeds of the Underlying 

Assets in order to satisfy its payment obligations on the Notes.  Significant risks may exist as a result of uncertain 

general economic conditions at the time of such realisation.  These risks include, among others, the possibility that the 

price at which the Underlying Assets can be sold by the Issuer will have deteriorated from their effective purchase 

price.  Adverse macroeconomic conditions may adversely affect the rating, performance and the realization value of the 

Underlying Assets.  The market value and performance of the Underlying Assets may be adversely impacted by current 

and future economic conditions, including perceptions of potential, current or future conditions, market trading 

imbalances or technical dislocation.  To the extent that economic and business conditions deteriorate, the levels of 

defaults and delinquencies are likely to increase and market values may decrease or not fully recover, which may 

adversely affect the amount of sale proceeds that could be obtained upon the sale of the Underlying Assets. 

Conditions in Europe May Adversely Affect the Realization Value of Underlying Assets 

Upon a default by the Swap Counterparty, the Issuer will be dependent on the realisation proceeds of the Underlying 

Assets in order to satisfy its payment obligations on the Notes.  Certain of the Underlying Assets may be issued by 

issuers located in the European Union (the "EU") or otherwise affected by the strength of the euro.  European financial 

markets have experienced volatility and have been adversely affected by concerns about rising government debt levels, 

credit rating downgrades, and possible default on or restructuring of government debt.  These events have caused bond 

yield spreads (the cost of borrowing debt in the capital markets) and credit default spreads (the cost of purchasing credit 

protection) to increase, most notably in relation to certain eurozone countries.  The governments of several member 

countries of the EU have experienced large public budget deficits, which have adversely affected the sovereign debt 

issued by those countries and may ultimately lead to declines in the value of the euro. 

It is possible that countries that have already adopted the euro could abandon the euro and return to a national currency 

and/or that the euro will cease to exist as a single currency in its current form.  The effects on a country of abandonment 

of the euro or a country's forced expulsion from the EU are impossible to predict, but are likely to be negative.  The exit 

of any country out of the EU or the abandonment by any country of the euro would likely have a destabilizing effect on 

all eurozone countries and their economies and a negative effect on the global economy as a whole.  The effect of such 

potential events on the issuers and therefore the value of the Underlying Assets is impossible to predict. 

United Kingdom Referendum on Membership of the European Union 

Upon a default by the Swap Counterparty, the Issuer will be dependent on the realisation proceeds of the Underlying 

Assets in order to satisfy its payment obligations on the Notes.  Certain of the Underlying Assets may be issued by 

issuers located in the United Kingdom.  

The United Kingdom held a referendum on June, 23 2016, at which the electorate voted to leave the European Union.  

Following the announcement of the result, the Prime Minister of the United Kingdom resigned his office and it is for 

the new Prime Minister to oversee any formal decision to withdraw from the EU and subsequently invoke Article 50 of 

the Treaty on European Union ("Article 50" and the "Treaty", respectively).  Article 50 provides that a member state 

which decides to withdraw from the EU is required to notify the European Council of intention to do so.  Article 50 was 

invoked by the United Kingdom government on March 29, 2017, and the EU will negotiate, and may conclude, an 

agreement with the United Kingdom setting out the arrangements for its withdrawal. 
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The Treaty provides for a period of up to two years for negotiation of withdrawal arrangements, at the end of which 

(whether or not agreement has been reached) EU law will cease to apply to the withdrawing member state unless the 

European Council, in agreement with the member state concerned, unanimously decides to extend this period.  During, 

and possibly after, this period there is likely to be considerable uncertainty as to the position of the United Kingdom and 

the arrangements which will apply to its relationships with the European Union and other countries following its 

withdrawal.  This uncertainty may affect other countries in the European Union, or elsewhere, if they are considered to 

be impacted by these events. 

The impact of such events on the Issuer is difficult to predict but they may adversely affect the value of the Underlying 

Assets.  This may be due to, among other things: 

 increased uncertainty and volatility in the United Kingdom and European Union financial markets; 

 fluctuations in the market value of sterling and of United Kingdom and European Union assets; 

 fluctuations in currency exchange rates; 

 increased illiquidity of investments located or listed within the United Kingdom or the European Union; 

 changes in the willingness or ability of financial and other counterparties to enter into transactions, or the price 

at which and terms on which they are prepared to transact; and/or 

 changes in legal and regulatory regimes to which the Issuer, the Swap Counterparty and/or certain of the 

Issuer's assets are or become subject. 

These uncertainties could have a material adverse effect on the business, financial condition, results of operations and 

prospects of the issuers of the Underlying Assets, which could affect the value of the Underlying Assets.  In addition, it 

is unclear at this stage what the consequences would be for the Issuer, the Swap Counterparty or any other transaction 

party both during the period of negotiation prior to the United Kingdom's exit from the EU and following such 

departure. 

Dealings related to the Underlying Assets 

Morgan Stanley will not be (nor be deemed to be acting as) the agent, fiduciary or trustee of the Issuer or the 

Noteholders in connection with the exercise of, or the failure to exercise, any of the rights or powers of Morgan Stanley 

arising under or in connection with its holding (if any) of any obligation of or interest in any Underlying Asset.  Morgan 

Stanley & Co. International plc in its capacity as Determination Agent does not have any fiduciary duty to the 

Noteholders. 

Morgan Stanley and any of its affiliates (i) may deal with the issuer of any Underlying Asset, (ii) may accept 

information from, make loans or otherwise extend credit to, and generally engage in any kind of commercial or 

investment banking or other business transactions with, the issuer of any Underlying Asset and any investment manager 

or trustee relating to any obligation of any Underlying Asset, (iii) may have placed, underwritten, arranged or structured 

any obligation of any Underlying Asset when such obligations or Underlying Assets were originally issued and (iv) 

may act, with respect to transactions described in the preceding paragraphs (i), (ii) and (iii), in the same manner as if the 

Swap Agreement and the Notes did not exist and without regard as to whether such action might have an adverse effect 

on the Underlying Assets, any investment manager or trustee related to any Underlying Asset, the Issuer or the 

Noteholders. 

Capacity of Morgan Stanley and its affiliates 

Morgan Stanley and its affiliates are acting in a number of capacities, including as Swap Counterparty, Determination 

Agent, Arranger and Dealer.  Morgan Stanley, acting in such capacities in connection with such transactions shall have 

only the duties and responsibilities expressly agreed to by such entities in the relevant capacity and shall not, by virtue 

of acting in any other capacity, be deemed to have other duties or responsibilities or be deemed to hold a standard of 
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care other than as expressly provided with respect to each such capacity.  Various potential and actual conflicts of 

interest may arise as a result of the investment banking, commercial banking, asset management, financing and 

financial advisory services and products provided by Morgan Stanley and its affiliates in their various capacities, 

including the acquisition of investment securities as contemplated by the Swap Agreement, from which they may derive 

revenues and profits in addition to the fees stated in the Swap Agreement, without any duty to account therefor. 

In addition, from time to time, Morgan Stanley and its affiliates may own a significant amount of the Notes or the 

Underlying Assets.  Morgan Stanley and its affiliates have no fiduciary obligation whatsoever to the Issuer or the 

Noteholders in relation to the exercise (or non-exercise) of its rights as a holder of Notes or the Underlying Assets. 

Morgan Stanley and its affiliates will not be limited in their activities relating to buying, holding or selling Notes or 

obligations constituting, or which may constitute, part of the Underlying Assets.  Without limitation of the foregoing, at 

any time, Morgan Stanley and its affiliates may have a long or short position in, or enter into a hedge or derivative 

position relating to any obligation constituting part of the Underlying Assets or the Notes. 

Morgan Stanley or its affiliates may: 

 have placed or underwritten, or acted as a financial arranger, structuring agent or advisor in connection with 

the original issuance of, or may act as a broker or dealer with respect to, certain of the Underlying Assets; 

 act as paying agent and in other capacities in connection with certain of the Underlying Assets or other classes 

of securities issued by an issuer of an Underlying Asset or an affiliate thereof; 

 be a counterparty to issuers of certain of the Underlying Assets under swap or other derivative agreements; 

 lend to certain of the issuers of Underlying Assets or their respective affiliates or receive guarantees from the 

issuers of those Underlying Assets or their respective affiliates; or 

 provide other investment banking, asset management, commercial banking, financing or financial advisory 

services to the issuers of Underlying Assets or their respective affiliates. 

The Issuer's purchase, holding and sale of Underlying Assets may enhance the profitability or value of investments 

made by the Morgan Stanley or its affiliates in the issuers thereof.  As a result of all such transactions or arrangements 

between Morgan Stanley or its affiliates and issuers of Underlying Assets or their respective affiliates, Morgan Stanley 

or its affiliates may have interests that are contrary to the interests of the holders of the Notes. 

As part of its regular business, Morgan Stanley or its affiliates may also provide investment banking, commercial 

banking, asset management, financing and financial advisory services and products to their clients, and purchase, hold 

and sell, both for their respective accounts or for the account of their respective clients, on a principal or agency basis, 

loans, securities, and other obligations and financial instruments.  Morgan Stanley or its affiliates will not be restricted 

in its performance of any such services or in the types of debt or equity investments, which it may make.  In conducting 

the foregoing activities, the Dealer will be acting for its own account or the account of its clients and will have no 

obligation to act in the interest of the Issuer or the Noteholders. 

Morgan Stanley or its affiliates may, by virtue of the relationships described above or otherwise, at the date hereof or at 

any time hereafter, be in possession of information regarding certain of the issuers of Underlying Assets and their 

respective affiliates, that is or may be material in the context of the Notes and that is or may not be known to the general 

public.  Morgan Stanley or its affiliates has no obligation, and the offering of the Notes will not create any obligation on 

its part, to disclose to any purchaser of the Notes any such relationship or information, whether or not confidential. 

Morgan Stanley or its affiliates may assist clients and counterparties in transactions related to the Notes (including 

arranging financing, assisting clients in future purchases and sales of the Notes and hedging transactions).  Morgan 

Stanley or its affiliates expect to earn fees and other revenues from these transactions. 
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Conflicts of interest 

Under the Supplemental Trust Deed, the Trustee will hold a security interest in the property charged and assigned 

thereunder for the benefit of, among others, the Noteholders, whose rights in an enforcement of the security interest will 

be subordinate to the prior rights of certain other Secured Creditors.  The Trustee will not be bound to enforce the 

security in respect of any Series of Notes unless requested by the Instructing Creditor.  Other than where (a) the Swap 

Agreement is terminated in the circumstances where the Swap Counterparty is the Defaulting Party or the sole Affected 

Party or (b) (i) the Swap Agreement is terminated and (ii) no payments are due and payable to the Swap Counterparty 

following such termination, the Swap Counterparty will be the Instructing Creditor.  Where the interests of the 

Instructing Creditor conflict with those of other Secured Creditors, the Trustee will prefer the interests of the Instructing 

Creditor over the other Secured Creditors.  In cases where the Swap Counterparty is the Instructing Creditor, it has no 

obligation to consider the interests of the Noteholders in requesting (or refraining from requesting) the Trustee to 

enforce the security in respect of any Series of Notes.  

Waiver of Conflicts of Interest 

By purchasing a Note, each investor will be deemed to have acknowledged the existence of the conflicts of interest 

inherent to this transaction, including as described herein, and to the extent the conflict does not result in a violation of 

applicable law, to have waived any claim with respect to any liability arising from the existence thereof. 

Credit Ratings 

Credit ratings represent the rating agencies' opinions regarding credit quality and are not a guarantee of quality.  A 

credit rating is not a recommendation to buy, sell or hold a security, and it may be subject to revisions or withdrawal at 

any time by the assigning rating agency.  Rating agencies attempt to evaluate the safety of principal and/or interest 

payments and do not evaluate the risks of fluctuations in market value.  Moreover, the rating agencies may change their 

published ratings criteria or methodologies applicable to the Notes at any time and may retroactively apply any such 

new standards.  Any such action could result in a substantial lowering, suspension or withdrawal of any rating assigned 

to any Note, despite the fact that such Note might still be performing fully to the specifications described in this 

Securities Note and Registration Document and set forth in the Transaction Documents.  Additionally, any rating 

agency may, at any time and without any change in its published ratings criteria or methodology, lower, suspend or 

withdraw any rating assigned by it to any Note.  If any rating initially assigned to any Note is subsequently lowered, 

suspended or withdrawn for any reason, the market value of such Notes may be reduced such that interests in those 

Notes may not be able to be sold except at a substantial discount.  In the event that a rating initially assigned to the 

Notes is subsequently lowered for any reason, no person or entity is obliged to provide any additional support or credit 

enhancement with respect to the Notes and the market value of the Notes is likely to be adversely affected.  A rating 

agency may have a conflict of interest where, as is the case with the ratings of the Notes (with the exception of 

unsolicited ratings), the issuer of a security pays the fee charged by the rating agency for its rating services. 

The models, assumptions, criteria and methodology used by a rating agency to rate the Notes may change from time to 

time and any such changes may also result in the revision, suspension or withdrawal of any rating of the Notes.  None 

of the Issuer, the Dealer, the Swap Counterparty, the Trustee, the Registrar or the Principal Paying Agent makes any 

representation or gives any warranty in respect of such models, assumptions, criteria or methodology.  Accordingly, 

investors will not have any recourse against the Issuer, the Dealer, the Swap Counterparty, the Trustee, the Registrar or 

the Principal Paying Agent for any adverse ratings actions and no such person is obligated to provide any additional 

support or credit enhancement in respect of the Notes as a result thereof. 

Legal and Regulatory Developments 

In response to the downturn in the credit markets and the global economic crisis, various agencies and regulatory bodies 

of the U.S. federal government have taken or are considering taking actions to address the financial crisis.  These 

actions include, but are not limited to, the enactment of the Dodd-Frank Wall Street Reform and Consumer Protection 

Act (the "Dodd-Frank Act"), which was signed into law on July 21, 2010, and which imposes a new regulatory 

framework over the U.S. financial services industry and the consumer credit markets in general.  Various regulations 
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implementing the Dodd-Frank Act, including, but not limited to, final and proposed regulations by the SEC and other 

federal regulatory agencies that, as enacted or if enacted, as applicable, do or could significantly alter the manner in 

which certain securities, including securities similar to the Notes, are issued and structured and increase the reporting 

obligations of the issuers of such securities.  Given the broad scope and sweeping nature of these changes and the fact 

that not all final implementing rules and regulations have been enacted, the potential impact of these actions on the 

Issuer, any of the Notes or any owners of interests in the Notes is unknown, and no assurance can be made that the 

impact of such changes would not have a material adverse effect on the prospects of the Issuer or the value or 

marketability of the Notes.  In particular, if existing transactions are not exempted from any such new rules or 

regulations, the costs of compliance with such rules and regulations could have a material adverse effect on the Issuer 

and the owners of Notes.  

Pursuant to the Dodd-Frank Act, the Commodity Futures Trading Commission ("CFTC") has promulgated a range of 

new regulatory requirements that may affect the pricing, terms and compliance costs associated with hedge agreements. 

In addition, the CFTC adopted rules under the Dodd-Frank Act that include "swaps" as "commodity interests" which if 

traded by an entity may cause that entity to be a "commodity pool" under the Commodity Exchange Act and the Swap 

Counterparty to be a "commodity pool operator" ("CPO") and "commodity trading advisor" ("CTA").  Based on CFTC 

interpretive guidance, the Issuer is not expected to be treated as a commodity pool.  In the event that such guidance 

changes or the Issuer engages in one or more activities that might cause it to be treated as a commodity pool, regulation 

of the Issuer as a commodity pool and/or regulation of the applicable operator as a CPO could cause the Issuer to be 

subject to extensive registration and reporting requirements that would involve material costs to the Issuer.  The scope 

of such requirements and related compliance costs is uncertain but could adversely affect the amount of funds available 

to make payments on the Notes.   

No assurance can be made that the U.S. federal government, any U.S. regulatory body or any non-U.S. government or 

regulatory body will not continue to take further legislative or regulatory action in response to the economic crisis or 

otherwise, and the effect of such actions, if any, cannot be known or predicted. 

No representation is made by any transaction party as to the proper characterization of the Notes for legal investment, 

financial institution regulatory, financial reporting or other purposes, as to the ability of particular investors to purchase 

the Notes under applicable legal investment restrictions or other restrictions or as to the consequences of an investment 

in the Notes for such purposes or under such restrictions.  Investors and prospective investors should consult their own 

legal, regulatory, tax, business, investment, financial and accounting advisers to the extent they deem necessary. 

Combination or "Layering" of Multiple Risks May Significantly Increase Risk of Loss 

Although the various risks discussed in this Securities Note and in the Registration Document are generally described 

separately, you should consider the potential effects of the interplay of multiple risk factors. Where more than one 

significant risk factor is present, the risk of loss to an investor in the Notes may be significantly increased. 

2. Tax Considerations 

By acquiring the Notes or a beneficial interest therein (including through a clearing organization), the Holder will be 

deemed to have made certain tax-related representations and covenants and will be required to provide the Issuer with a 

letter containing certain U.S tax representations and certain U.S. tax identifications and certifications (generally on an 

IRS Form W-9 or W-8BEN-E).  Failure to provide the letter of representations or forms may cause payments on the 

Notes to be subject to United States withholding tax or backup withholding tax. Neither the Issuer nor the Swap 

Counterparty is required to make any additional payments in the event any withholding taxes or backup withholding 

taxes apply.  The imposition of such withholding or deductions may lead to a termination of the Swap Agreement and, 

consequently, a mandatory redemption of the Notes. 

The Notes are not suitable investments for (i) individuals and entities that do not hold them in connection with a 

trade or business, or (ii) investors that are subject to tax on unrelated business taxable income.  Holders and 

beneficial owners that are not United States persons for U.S federal income tax purposes should consult their 

own U.S tax advisors regarding the suitability of the Notes for them in their particular circumstances.    
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The Holder is required, for U.S. federal income tax purposes, (i) to treat the Notes as equity in (and not indebtedness of) 

the Issuer, (ii) to treat the Issuer as a disregarded entity and (iii) to treat the Swap Agreement as a notional principal 

contract.  This approach is not binding on the Internal Revenue Service (the "IRS") and there can be no assurance that 

the IRS will not seek to recharacterize the Notes as indebtedness of the Swap Counterparty or as some other type of 

financial instrument.  The consequences of investing in the Notes will differ from the consequences of investing in a 

security treated as indebtedness.  Some of those differences will be significant.  In addition, any Holder that is a United 

States person will be required annually to file an IRS Form 8858 (Information Return of U.S. Persons With Respect to 

Foreign Disregarded Entities). See "Tax Considerations—United States Federal Income Taxation" below. 

3. Expenses 

The payment of anticipated up-front fees, costs and expenses of the Issuer in connection with the issue of the Notes and 

the entry into the Swap Agreement will be met by Morgan Stanley & Co. International plc. 

The total expenses related to admission to trading of the Notes on the regulated market of the Irish Stock Exchange are 

estimated at EUR 3,391.20 
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U.S. CREDIT RISK RETENTION 

 
The information appearing in this section has been prepared by the Morgan Stanley & Co. International plc) as of 15 

March 2018 and has not been independently verified by any other Person.  Accordingly, no Person (other than the 

Morgan Stanley & Co. International plc) assumes any responsibility for the accuracy, completeness or applicability of 

such information. 

The information appearing in this section is being provided for the sole purpose of satisfying certain disclosure 

obligations arising under Section 15G of the Exchange Act and the rules promulgated thereunder (the "Risk Retention 

Rules"). Such information was prepared based upon certain publicly available market data and/or information 

provided by third party sources, which in each case was assumed, without independent verification, to be accurate and 

complete in all respects. This information may not be relied upon or used for any other purpose whatsoever. 

Each Person receiving this Securities Note is advised that certain information in this section contains forward-

looking statements.   There can be no assurance that forward-looking statements will materialize or that actual results 

will not differ materially from those presented in this section.  No Person has undertaken or is under any obligation, to 

update, revise, reaffirm or withdraw the information in this section. 

THE INFORMATION IN THIS SECTION CONTAINS PROJECTIONS AND OTHER FORWARD-

LOOKING STATEMENTS, CALCULATIONS AND ANALYSES BASED UPON KEY INPUTS, ASSUMPTIONS 

AND EXPECTATIONS DISCLOSED IN THIS SECTION. THE CALCULATIONS AND VALUATION 

INFORMATION PRESENTED IN THIS SECTION ARE BASED ON FINANCIAL, ECONOMIC, MARKET AND 

OTHER CONDITIONS USING ASSUMPTIONS AND EXPECTATIONS IN LIGHT OF INFORMATION 

AVAILABLE AS OF THE CALCULATION DATE OF THE FAIR VALUE. PROJECTIONS AND FORWARD-

LOOKING STATEMENTS ARE NECESSARILY SPECULATIVE IN NATURE AND UNANTICIPATED EVENTS 

AND CIRCUMSTANCES MAY OCCUR AFTER THE CALCULATION DATE OF THE FAIR VALUE. ANY 

SUCH PROJECTIONS, FORWARD-LOOKING STATEMENTS, CALCULATIONS AND ANALYSES, WHICH 

INCLUDE THE AMOUNT OF THE ESTIMATED FAIR VALUE OF THE NOTES AND THE EXCESS MARKET 

VALUE, THE AMOUNT OF THE RETENTION INTEREST THAT THE RETENTION HOLDER EXPECTS TO 

RETAIN ON THE ISSUE DATE, THE ASSUMED INTEREST RATES/DISCOUNT YIELDS ON THE NOTES 

AND OTHER INFORMATION APPEARING IN THIS SECTION BELOW, INHERENTLY ARE SUBJECT TO A 

VARIETY OF RISKS AND UNCERTAINTIES THAT COULD CAUSE ACTUAL RESULTS TO DIFFER 

MATERIALLY FROM THOSE PROJECTED, INTENDED, ASSUMED AND/OR DESCRIBED HEREIN. SUCH 

RISKS AND UNCERTAINTIES INCLUDE, AMONG OTHER THINGS, CHANGES IN POLITICAL AND 

ECONOMIC CONDITIONS, MARKET CONDITIONS, CHANGES IN INTEREST RATES, CURRENCY 

EXCHANGE RATE FLUCTUATIONS, MARKET, FINANCIAL OR LEGAL UNCERTAINTIES, DIFFERENCES 

IN THE ACTUAL ALLOCATION OF REFERENCE OBLIGATIONS AMONG ASSET CATEGORIES FROM 

THOSE ASSUMED, THE POTENTIAL IMPACT OF ANY CURRENT, PENDING OR FUTURE APPLICABLE 

LAWS (INCLUDING THE DODD-FRANK WALL STREET REFORM AND CONSUMER PROTECTION ACT) 

AND/OR ACCOUNTING STANDARDS (INCLUDING ANY CHANGES TO OR IN THE INTERPRETATION OF 

SUCH APPLICABLE LAWS AND/OR ACCOUNTING STANDARDS) AND REGULATORY INITIATIVES 

IMPACTING BANKS AND OTHER FINANCIAL INSTITUTIONS, CHANGES IN FISCAL OR MONETARY 

POLICIES AND FLUCTUATIONS, CHANGES IN MARKET PRACTICES, AND VARIOUS OTHER EVENTS, 

CONDITIONS AND CIRCUMSTANCES, MANY OF WHICH ARE BEYOND THE CONTROL OF THE MORGAN 

STANLEY & CO. INTERNATIONAL PLC, THE TRUSTEE OR ANY OF THEIR RESPECTIVE AFFILIATES OR 

ANY OTHER PERSON. AS A RESULT OF THE FOREGOING, NO ASSURANCE CAN BE GIVEN THAT THE 

PROJECTIONS, FORWARD-LOOKING STATEMENTS, CALCULATIONS AND ANALYSES CONTAINED IN 

THIS SECTION WILL BE CORRECT. 
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Credit Risk Retention 

On the Issue Date, the Morgan Stanley & Co. International plc (the "Retention Holder" and the "Swap 

Counterparty") will acquire credit risk in an amount equal to at least 5% of the "fair value" (as defined in the Risk 

Retention Rules) of the ABS interests (as such term is defined in the Risk Retention Rules) issued on the Issue Date (the 

"Retention Interest") (determined by the Retention Holder using a fair value measurement framework under U.S. 

generally accepted accounting principles) as an "eligible horizontal residual interest" (as such terms are defined in the 

Risk Retention Rules) ("EHRI"). 

The ABS interests issued on the Issue Date consist of (i) the Notes and (ii) the Swap Agreement.    

On or about the Issue Date, in order to hedge its obligations under the Swap Agreement, the Issuer will 

purchase the Underlying Assets (which shall be equivalent to the Reference Obligations designated by the Swap 

Counterparty under the Swap Agreement) from a third party seller, using the issue proceeds of the Notes and an 

Independent Amount payment received under the CSA referred to below. The Custodian will hold the Underlying 

Assets on behalf of the Issuer.  

The Swap Agreement includes a Credit Support Annex (Bilateral Form – Transfer) (the "CSA") pursuant to 

which the Issuer or the Swap Counterparty, as applicable, will be required to transfer Eligible Credit Support (as 

defined in the CSA) in order to collateralise the receiving party's "Exposure" under the Swap Agreement. Morgan 

Stanley & Co. International plc (in its capacity as Valuation Agent under the CSA) will determine the Exposure using 

the bid side market value (expressed as percentage of principal balance) of each RO subject to a TRS Transaction, 

excluding any accrued but unpaid interest in respect of the relevant RO. 

Upon termination of each TRS Transaction, the Retention Holder, as the Swap Counterparty, will be entitled to receipt 

of a payment from the Issuer corresponding to the Final Price of the RO (determined by the Calculation Agent based on 

firm bid quotations for a security equivalent to the relevant RO) in exchange for a payment to the Issuer based on the 

Initial Price. 

For purposes of the Risk Retention Rules, the Retention Holder intends to treat its rights and obligations as Swap 

Counterparty under the Swap Agreement as an EHRI, and to determine the fair value of this interest as the excess of (i) 

the market value of the Underlying Assets held by the Issuer (purchased by the Issuer to hedge its obligations under the 

Swap Agreement) over (ii) the Aggregate USD Financed Notional (as defined in the Swap Agreement) which 

Aggregate USD Financed Notional corresponds to the Principal Amount of the Notes (such excess of (i) over (ii) the 

"Excess Market Value"). 

Fair Value of the Retention Interest 

 The Retention Holder as Swap Counterparty will hold its rights and obligations under the Swap Agreement as 

its Retention Interest. As of the date hereof, it is expected that the aggregate fair value of the Notes issued on the Issue 

Date will be equal to their Principal Amount. The Risk Retention Rules require the fair value of an EHRI to be at least 

equal to 5% of the fair value of all ABS interests issued in the securitization. The fair values of the ABS interests issued 

in the securitization consist of (i) the Excess Market Value plus (ii) the fair value of the Notes. The value of the Swap 

Counterparty’s Retention Interest, based on the expected initial Excess Market Value, is expected to be $31,881,250, 

which is expected to comprise approximately 39% of the sum of the fair values of the two ABS interests described 

above that are issued on the Issue Date.   

Valuation Methodology 

To calculate the fair value of the Notes, a valuation methodology was used which derives an estimate of value 

based on an assumed funding spread on the Swap Agreement that corresponds to observable market spreads for recent 

obligations incurred by the Swap Counterparty similar to the Swap Agreement, and discounting to present value the 

corresponding expected net cash flows to the Holders of the Notes using a credit-spread adjusted discount rate intended 

to reflect a hypothetical market yield. 
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To calculate the fair value of the Retention Interest, a valuation methodology was used which derives an 

estimate of the expected initial market value of the anticipated portfolio of ROs (in respect of which the Issuer will 

purchase equivalent Underlying Assets on the Closing Date). This methodology takes into account the characteristics 

of the portfolio of securities that the Swap Counterparty will seek to utilize as ROs in accordance with the terms of the 

TRS Facility, together with observable market prices for such securities. 

Key Inputs and Assumptions 

In estimating the fair value of the Retention Interest and the Notes, the following key 

inputs and assumptions were used: 

 Aggregate USD Financed Notional: The Aggregate USD Financed Notional: equals USD 

50,000,000. 

 

 Principal Amount:  The Principal Amount of the Notes at all times equals USD 50,000,000 until the 

maturity date. 

 

 Interest Rate:  The Interest Rate as used to calculate the Interest Amount payable on the Notes and the 

Floating Amount payable under the Swap Agreement will be equal to USD CMS Rate plus 0.67%.  

 

 Spreads.  The purchase price for the Notes is estimated based on a discounting to present value of the 

expected payments of principal and interest in respect of the Notes, using an assumed interest rate 

equal to the fixed swap rate payable in a fixed for floating swap against USD CMS Rate and a credit 

spread based on an estimated funding spread of 0.67% for a 5 year secured obligation of the TRS 

Counterparty. 

 

 Independent Amount: The aggregate Independent Amount on the Issue Date will be equal to USD 

31,881,250. 

 

Post-Closing Update 

Within 30 days after the Issue Date, the Swap Counterparty will deliver to the Holders of the Notes a summary 

report that will include the following additional information: (i) the fair value (expressed as a percentage of the fair 

value of all ABS interests and a dollar amount) of the Retention Interest retained by the Retention Holder on the Issue 

Date (based on the actual Excess Market Value on the Issue Date and the actual sale price of the Notes); (ii) the fair 

value (expressed as a percentage of the fair value of all ABS interests and a dollar amount) of the Retention Interest that 

the Retention Holder was required to retain pursuant to the Risk Retention Rules (based on the actual Excess Market 

Value on the Issue Date and the actual sale price of the Notes); and (iii) to the extent that the valuation methodology or 

any of the key inputs and assumptions on the Issue Date is materially different than those disclosed in this section, 

descriptions of such material differences. 
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DESCRIPTION OF THE TRANSACTION DOCUMENTS 

The following agreements have been entered into in relation to the Notes. 

Swap Agreement – as described in "Description of the Swap Agreement". 

Supplemental Trust Deed 

The Issuer has entered into a separate supplemental trust deed in respect of the Notes dated 4 April 2018 (the 

"Supplemental Trust Deed"). 

The Supplemental Trust Deed is supplemental to the Principal Trust Deed dated 20 March 2018, between, inter alios, 

the Issuer and the Trustee.  Pursuant to the terms of the Supplemental Trust Deed, the Issuer issues the Notes and grants 

security over the Charged Assets relating to the Notes.  The Supplemental Trust Deed provides that the obligations of 

the Issuer are secured by, inter alia, the following security interests (the "Security"): 

(i) a mortgage and charge by way of first fixed security over all of the Issuer's rights, title and interest 

(both present and future) in and to any Underlying Assets and all sums derived therefrom; 

(ii) an assignment by way of first fixed security of all of the Issuer's rights, title and interest (both present 

and future, insofar as the same relate to the Notes or the Underlying Assets) in the Custody 

Agreement, the Programme Dealer Agreement, the Corporate Services Agreement and the Agency 

Agreement (including the Issuer's rights to any sums held by the Paying Agents to meet payments due 

in respect of the Notes) and all sums derived therefrom (if any); and 

(iii) an assignment by way of first fixed security of all the Issuer's rights, title and interest (both present 

and future) in and to the Swap Agreement and all sums derived therefrom, subject to any rights of 

netting agreed between the parties therein, 

(all of which comprise the "Charged Assets" for the Notes). 

Dealer Agreement 

The Issuer and the Dealer entered into the Programme Dealer Agreement dated 15 March 2018 (the "Dealer 

Agreement").  Pursuant to the terms of the Dealer Agreement, the Dealer has agreed to subscribe for the Notes of the 

Issuer and may carry out, although it has no obligation to do so, stabilising transactions or transactions with a view to 

supporting the market price of the Notes.  The Issuer has made certain representations and warranties to the Dealer and 

undertakes, among other things, to update the Registration Document and to provide notice to the Dealer of any Event 

of Default or Potential Event of Default and the Issuer has agreed to indemnify the Dealer for any loss arising out of any 

failure by the Issuer to issue the Notes in accordance with the Applicable Supplement, any breach by the Issuer of any 

representation, warranty or undertaking contained in the Dealer Agreement and  any omission of a material fact.  The 

Dealer undertakes that it shall comply with any appropriate selling restrictions and that it will not make or provide any 

representation or information in respect of the Issuer of the Notes other than as contained in this Securities Note or in 

the Registration Document. 
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APPLICABLE SUPPLEMENT 

OWL'S HEAD I 2018 FUNDING DAC 

(incorporated with limited liability in Ireland) 

issue of 

Series 2018-1 USD 50,000,000 Secured Floating Rate Notes due 2023 

under the 

€20,000,000,000 

Asset-Backed Medium Term Note Programme 

The Notes have the terms and conditions set out in the Second Schedule of the Principal Trust Deed dated 20 March 

2018 (the "Conditions") as completed, modified and supplemented by this Applicable Supplement (including the 

Annexes hereto). 

This Applicable Supplement constitutes the "Applicable Supplement" as referred to in the Conditions. 

Special Conditions 

The Special Conditions set out in Annexes 1,  2 and 3 to this Applicable Supplement shall complete, modify and 

supplement the Conditions of the Notes.  In the event of any inconsistency between the Conditions and the Special 

Conditions, the Special Conditions shall prevail and the Conditions shall be deemed to be amended accordingly. 

 

1.  Issuer: Owl's Head I 2018 Funding DAC. 

2.  Series Number: 2018-1. 

3.  Specified Currency or Currencies: United States dollars ("USD"). 

4.  Aggregate Nominal/Principal Amount: USD 50,000,000. 

5.  (i) Trade Date:  

(ii) Issue Date: 

(iii) Interest Commencement Date: 

16 March 2018. 

4 April 2018. 

Issue Date. 

6.  Maturity Date: 4 July 2023 (the "Scheduled Maturity Date"), unless 

redeemed earlier in accordance with the terms of the 

Notes and subject to adjustment in accordance with the 

Following Business Day Convention. 

7.  Interest Basis: Floating. 

8.  Redemption/Payment Basis: The Redemption Amount. 

9.  Change of Interest or Redemption Basis: Not Applicable. 

10.  Put/Call Options: None. 

11.  Issue Price: 100.00 per cent. of the Principal Amount. 
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12.  Status of the Notes: See paragraph 2 (Status of Notes) of Annex 1 hereto. 

13.  Instructing Creditor:  

(See Conditions 3(d), 7(b)(v), 10 and 11) 

The Swap Counterparty, provided that the Instructing 

Creditor shall be the Noteholders (acting unanimously) in 

the event that (a) the Swap Counterparty is the Defaulting 

Party or sole Affected Party in respect of the Swap 

Agreement (each such term as defined in the Swap 

Agreement) or (b) (i) the Swap Agreement is terminated 

and (ii) no payments (including, but not limited to, 

payments of any Termination Payments) are due and 

payable to the Swap Counterparty following such 

termination. 

14.  Listing: Application has been made for the Notes to be admitted 

to the Official List of the Irish Stock Exchange and to 

trading on its regulated market (the "Main Securities 

Market"). No assurances can be given that such listing 

will be successful and/or maintained and no assurance 

can be given that such listing will be obtained on or prior 

to the Issue Date. 

15.  Method of Distribution: Non-syndicated. 

RATINGS 

 

16.  Rating(s): The Notes will be rated "A+" by S&P.  

PROVISIONS RELATING TO INTEREST (IF ANY) PAYABLE 

 

17.  Fixed Rate Note Provisions: Not Applicable. 

18.  Floating Rate Note Provisions: Applicable. 

 (i) Interest Period End Dates: Each Interest Payment Date. 

 (ii) Interest Payment Dates: 4 January, 4 April, 4 July and 4 October in each year, 

commencing on 4 July 2018 to and including the Scheduled 

Maturity Date (subject to adjustment in accordance with the 

Business Day Convention).  

 (iii) Business Day Convention: Modified Following Business Day Convention. 

 (iv) Additional Cities for the Definition of 

Business Day in Condition 6(k): 

Not Applicable. 

 (v) Determination Agent: Morgan Stanley & Co. International plc.; provided, 

however, upon the Noteholders (acting unanimously) 

becoming the Instructing Creditor, the Instructing Creditor 

shall have the right to cause the Issuer to appoint a third 

party designated by the Instructing Creditor as the successor 

Determination Agent by notifying the Issuer and the 
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Trustee.   

 (vi) Floating Rate Option: "USD CMS Rate", being the rate for a Reset Date for U.S. 

Dollar swaps with a maturity of the Designated Maturity, 

expressed as a percentage which appears on Reuters Screen 

ICESWAP1 Page as of 11:00 a.m., New York City time, on 

the day which is two U.S. Government Securities Business 

Days preceding that Reset Date.   

 (vii) Manner in which the Interest Rate is to 

be determined:  

ISDA Determination. 

  Reset Date:  Each Interest Determination Date.  

  Interest Determination 

Date(s): 

The first day of each Interest Period.  

  Designated Maturity: 10 years.  

 (viii) If Reference Banks: Not Applicable. 

 (ix) If other, specify basis for Not 

applicable, determination of the Rate 

of Interest, any relevant Margin and 

any fall-back provisions 

Not Applicable.  

 (x) Margin 0.67 per cent.  

 (xi) Rate Multiplier  Not Applicable. 

 (xii) Minimum Rate of Interest Zero.  

 (xiii) Maximum Rate of Interest Not Applicable. 

 (xiv) Day Count Fraction: 30/360 (as defined in the 2006 ISDA Definitions as 

published by the International Swaps and Derivatives 

Association, Inc.).  

19.  Zero Coupon Note Provisions Not Applicable. 

20.  Index/Formula-Linked Note Provisions Not Applicable. 

21.  Dual Currency Note Provisions Not Applicable. 

22.  Variable Coupon Amount Provisions Not Applicable. 

PROVISIONS RELATING TO REDEMPTION, PURCHASE AND EXCHANGE 

 

23.  Mandatory Redemption Events: See Underlying Disposal Events. 

24.  Underlying Disposal Event:  

 (a) (1) Redemption upon payment Not Applicable.  
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default under Underlying 

Assets (Condition 7(b)(i)(A)): 

 (2) Applicable grace periods 

(Condition 7(b)(i)(A)): 

Not Applicable. 

 (b) Termination of Related Agreements 

(Condition 7(b)(i)(B)): 

Applicable upon termination in whole (but not in part) of 

the Swap Agreement.  

 (c) Counterparty Replacement Failure Not Applicable.  

 (d) Tax redemption provisions (Condition 

7(b)(i)(C)): 

Applicable (other than Condition 7(b)(i)(C)(y), which 

shall not apply in respect of the Notes), provided that: 

(i)  the words "as a result of change in law, regulations, 

governmental interpretive guidance" shall be 

inserted at the beginning of Condition 7(b)(i)(C)(x);  

(ii)  Condition 7(b)(i)(C)(z) shall be amended as follows: 

 "in each case following issuance of the Notes and as 

a result of change in law, regulations, governmental 

interpretive guidance, any exchange controls or 

other currency exchange or transfer restrictions or 

tax are imposed on the Issuer or any payments to be 

made to or by the Issuer or as a result of change in 

law the cost to the Issuer of complying with its 

obligations under or in connection with the Trust 

Deed or meeting its operating or administrative 

expenses would (in the sole opinion of the Issuer) be 

materially increased, the Trustee having required the 

Issuer to use its best endeavours to procure the 

substitution of a company incorporated in another 

jurisdiction approved in writing by the Trustee as the 

principal obligor in respect of the Notes, or the 

establishment of a branch office in another 

jurisdiction approved in writing by the Trustee (in 

each case subject to the satisfaction of certain 

conditions as more fully specified in the Trust Deed) 

from which it may continue to carry out its functions 

under the Notes and the Related Agreement(s), and 

the Issuer, having used its best endeavours is unable 

to arrange such substitution before the next payment 

is due in respect of the Notes of the relevant Series," 

(iii)  notwithstanding anything to the contrary in 

Condition 7(b)(i), on first becoming aware of the 

occurrence of the Underlying Disposal Event set out 

in Condition 7(b)(i)(C)(x), the Issuer shall give 

notice thereof to the Noteholders in accordance with 

Condition 15 and the Notes shall remain outstanding 

(with payments due in respect of the Notes subject 

to any withholding or deduction for or on account of 

tax) unless and until the Noteholders, acting by 



 

 

 28  

 

Extraordinary Resolution, elect for the Notes to be 

redeemed early (in which case the Issuer or the 

Determination Agent shall deliver an Underlying 

Disposal Event Notice and the related provisions of 

Condition 7(b)(i) shall apply).   

 (e) Additional Underlying Disposal Events: The following event shall be deemed to constitute an 

"Underlying Disposal Event" for the  purposes of 

Condition 7(b) (Mandatory Redemption):  

It has, or will, become unlawful for the Issuer to perform 

its obligations in respect of the Notes as a result of any 

change in, or amendment to, any applicable laws or 

regulation following issuance of the Notes.  

 (f) Early Redemption of Underlying Assets: Not Applicable. 

 (g) Notice period if other than as set out in 

Condition 7(b)(ii): 

Not Applicable. 

 (h) Credit Event: Not Applicable. 

25.  Purchase at Issuer's Option (Condition 7(c)): Not Applicable. 

26.  Early Redemption of Zero Coupon (Condition 

7(d)):  

Not Applicable.  

27.  Early Redemption of Variable Redemption 

Amount Notes (Condition 7(e)):  

Not Applicable.  

28.  Redemption at the Option of the Issuer: Not Applicable. 

29.  Redemption at the Option/Request of the 

Noteholders: 

Not Applicable. 

30.  Morgan Stanley Noteholder Option:  Condition 7(h) (Morgan Stanley Noteholder Option) shall 

not apply in respect of the Notes.  

31.  Termination of Swap Agreement at the Option of 

the Counterparty: 

Not Applicable. 

32.  Exchange of Notes for Underlying Assets: Not Applicable. 

33.  Exchange of Series: Not Applicable. 

34.  Final Redemption Amount: The Redemption Amount. 

35.  Early Redemption Amount pursuant to 

Mandatory Redemption Event or Event of 

Default: 

In respect of each Note as at the Early Redemption Date, 

an amount equal to the lesser of: 

(i) Redemption Amount (plus any accrued interest); 

and  

(ii) pursuant to paragraph 2.2 (Pre and Post 

Enforcement Waterfalls) of Annex 1 hereto, the 
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amount available for redemption of such Note in 

accordance with the Order of Priority. 

GENERAL PROVISIONS APPLICABLE TO THE NOTES 

 

36.  Form of Notes: Registered Global Note. The Registered Global Note will 

be exchangeable for Registered Note Certificates in the 

limited circumstances specified in the Registered Global 

Note.  

37.  Authorised Denominations: USD 50,000,000 

38.  Additional Business Days or other special 

provisions relating to Payment Dates: 

Not Applicable. 

39.  Principal Paying Agent: The Bank of New York Mellon, London Branch 

40.  Registrar:  The Bank of New York Mellon SA/NV Luxembourg.  

41.  Talons for future Coupons or Receipts to be 

attached to Definitive Notes (and dates on 

which such Talons mature): 

Not Applicable. 

42.  Details relating to Partly Paid Notes: amount of 

each payment comprising the Issue Price and 

date on which each payment is to be made and 

consequences (if any) of failure to pay, 

including any right of the Issuer to forfeit the 

Notes and interest due on late payment: 

Not Applicable. 

43.  Details relating to Instalment Notes: amount of 

each instalment, date on which each payment is 

to be made: 

Not Applicable. 

44.  Variation to provisions of Condition 10 (Events 

of Default): 

Paragraph (vii) of Condition 10(a) (Events of Default) shall 

not apply to the Notes. 

45.  Other terms or special conditions: As set out in Annexes 1, 2 and 3 hereto. 

DISTRIBUTION 

 

46.  If syndicated, names of Managers: Not Applicable. 

47.  Stabilising Manager (if any): Not Applicable. 

48.  If non-syndicated, name of Dealer: Morgan Stanley & Co. LLC. 

49.  Additional selling restrictions: The Notes have not been and will not be registered under the 

Securities Act or the securities laws or "blue sky" laws of 

any state or other jurisdiction of the United States and may 

not be offered or sold, directly or indirectly, within the 

United States or to, or for the account or benefit of, U.S. 

persons (as defined in Regulation S under the Securities Act) 
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except pursuant to an exemption from, or in a transaction not 

subject to, the registration requirements of the Securities Act 

and any applicable state or federal securities laws. The Notes 

are being offered and sold (A) in the United States only to 

QIBs, in each case acting for their own account or for the 

account of one or more QIBs, pursuant to Rule 144A (such 

Notes, “Rule 144A Notes”), and (B) outside the United 

States only to non-U.S. persons in an “offshore transaction”, 

as such term is defined under Regulation S (such Notes, 

“Regulation S Notes”). 

50.  Commission payable: Not Applicable. 

51.  Selling Concession: Not Applicable. 

52.  Expenses: Not Applicable. 

OPERATIONAL INFORMATION 

 

53.  ISIN Code: 144A: XS1799170508 

Reg S: XS1799072167 

54.  Common Code: 144A: 179917050 

Reg S: 179907216 

55.  Any clearing system(s) other than Euroclear 

and Clearstream, Luxembourg and the relevant 

identification number(s): 

Not Applicable. 

56.  Delivery: Delivery versus payment.  

RELATED AGREEMENTS AND SECURITY 

 

57.  Security: The Issuer's obligations under the Notes are secured 

pursuant to the Supplemental Trust Deed. 

58.  Swap Counterparty: Morgan Stanley & Co. International plc.  

59.  Contingent Forward Counterparty (if 

applicable): 

Not Applicable. 

60.  Swap Calculation Agent: Morgan Stanley & Co. International, plc 

61.  Swap Agreement: The total return swap confirmation dated 4 April 2018 

between the Issuer and the Swap Counterparty that 

supplements, forms a part of and is subject to the provisions 

of the 2002 ISDA Master Agreement dated the Issue Date, 

as amended by the schedule thereto (the "ISDA Master 

Agreement") including the credit support annex dated the 
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Issue Date (the "Credit Support Annex" ") (together, the 

"Swap Agreement").  For purposes of the Notes, any 

reference to the "Related Agreement" in the Registration 

Document shall be deemed to be "Swap Agreement".  

62.  Swap Guarantee: Not Applicable.  

63.  Contingent Forward Agreement (if 

applicable): 

Not Applicable. 

64.  Contingent Forward Guarantee (if applicable):  Not Applicable. 

65.  Scheduled Termination Date of Swap 

Agreement: 

The third Business Day prior to the Maturity Date, subject to 

earlier or later termination in accordance with its terms. 

66.  Application of proceeds upon a Mandatory 

Redemption Event: 

Other Priority.  See paragraph 2.2 (Pre and Post 

Enforcement Waterfalls) in Annex 1 hereto. 

67.  Substitution of Underlying Assets: Applicable, in accordance with the provisions of paragraph 3 

(Underlying Assets) of Annex 1 hereto. 

68.  Gross-up: Not Applicable. 

ADDITIONAL INFORMATION 

 

69.  Custodian: The Bank of New York Mellon, London Branch. 

70.  Calculation Agent: The Bank of New York Mellon, London Branch. 

71.  Trustee: The Bank of New York Mellon, London Branch. 

72.  Swap Calculation Agent: Morgan Stanley & Co. International plc. 

73.  Determination Agent: Morgan Stanley & Co. International plc. 

74.  Description of the Initial Underlying Assets 

and Initial Underlying Assets Issuer: 

The issue proceeds of the Notes (used, together with an 

Independent Amount payment received under the CSA, by 

the Issuer to purchase Underlying Assets (in response to 

portfolio adjustments under the Swap Agreement) and/or to 

fund payment obligations under the Swap Agreement from 

time to time).  

75.  Redenomination: Not Applicable. 
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RESPONSIBILITY 

The Issuer accepts responsibility for the information contained in this Applicable Supplement. 

Signed on behalf of the Issuer: 

 

By:  ......................................................... 

Date:   ......................................................... 
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ANNEX 1 TO THE APPLICABLE SUPPLEMENT 

SPECIAL CONDITIONS 

The Conditions shall be supplemented and modified by the following Special Conditions: 

1. DEFINITIONS AND INTERPRETATION 

Capitalised terms used but not otherwise defined will have the meanings given to them in Annex 2 to the 

Applicable Supplement or the Swap Agreement. 

2. STATUS OF NOTES 

2.1 Status 

The Notes are secured limited recourse obligations of the Issuer, secured in the manner described in Condition 

4 (Related Agreements and Security) as amended by the Supplemental Trust Deed and recourse in respect of 

which is limited in the manner described in Condition 11 (Limited Recourse Enforcement).  The Notes are not 

guaranteed by any party.  

2.2 Pre and Post Enforcement Waterfalls 

Notwithstanding any other provision of the Conditions or this Applicable Supplement on each Interest 

Payment Date, the Scheduled Maturity Date or any earlier date of redemption of the Notes in whole pursuant 

to Condition 7(b) (Mandatory Redemption) or acceleration thereof pursuant to Condition 10 (Events of 

Default), all amounts received or receivable by the Issuer or the Trustee in respect of the Underlying Assets 

and the Swap Agreement and, in the event of redemption in full of the Notes, any proceeds of liquidation or 

enforcement of the security over the Charged Assets relating to the Notes, shall be applied in accordance with 

the order set out below (the "Order of Priority").  The Order of Priority is as follows: 

(a) first, pari passu and pro rata, in meeting the claims, fees and properly incurred expenses of the 

Trustee and the Agents in respect of the Notes (including, if applicable, any claims, fees and properly 

incurred expenses of the Determination Agent, acting on behalf of the Issuer, in connection with any 

liquidation of the Underlying Assets relating to the Notes);  

(b) secondly, pari passu and pro rata, in meeting the claims of the holders of the Notes;  

(c) thirdly, in meeting the claims (if any) of the Swap Counterparty in respect of any amounts due under 

the Swap Agreement; and  

(d) fourthly, in payment of the balance (if any) to the Issuer. 

3. UNDERLYING ASSETS 

3.1 Condition 4(e) (Substitution of the Underlying Asset) shall not apply in respect of the Notes, instead:  

(i) the Issuer shall, upon direction from all the Noteholders (and subject to the Issuer having obtained the 

consent of the Trustee (acting at the direction of the Instructing Creditor)), substitute alternative assets 

for such of the Underlying Assets as instructed by the Noteholders; and 

(ii) the Issuer, pursuant to the relevant Supplemental Trust Deed, authorises the Custodian (and the 

Custodian shall be permitted) to execute (independent of any agreement or instruction from the 

Noteholders) any purchase and/or sale of Underlying Assets that are in the form of securities upon 

receipt of a firm offer or a firm bid, as applicable, provided or identified by the Swap Calculation 

Agent, in order to maintain the Issuer's hedging position with respect to its obligations under the 
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Trade Documents.  In order to facilitate such purchase and/or sale, the Issuer shall enter into the 

relevant purchase agreements, subscription agreement, transfer certificates, or other relevant 

documents a purchaser of such securities would normally be required to sign in order to acquire 

and/or dispose of the RO, subject to Clause 16.1.18 of the Principal Trust Deed 

3.2 In relation to each RO that is denominated in a currency other than U.S. Dollars (each such RO, a "Non-USD 

RO", its currency, the "RO Currency", and the TRS Transaction relating to a Non-USD RO, a "Non-USD 

TRS"): 

(i) on the date such RO is added to the Portfolio pursuant to the Swap Agreement, the Issuer shall 

purchase from the Swap Counterparty an amount of the RO Currency equal to the clean price of such 

RO, using the cash proceeds it has available (in U.S. Dollars or other currencies it receives from prior 

termination of any TRS Transactions), converted at a spot rate of exchange;  

(ii) the Issuer shall use the amount it receives under (i) above to purchase an asset (once so purchased, an 

Underlying Asset) equal to the relevant RO; 

(iii) the Issuer and the Swap Counterparty will enter into a foreign exchange forward transaction, in the 

form of Appendix 5 (an "FX Forward"), such that on the date that is designated as the original 

Scheduled Termination Date of the related Non-USD TRS (notwithstanding the Non-USD TRS may 

have been terminated early), the Issuer can exchange into USD, at the spot rate between the RO 

Currency and USD as of the trade date the FX Forward ("Initial FX Rate"), the aggregate Interim 

Payment Amounts and/or Final Payment Amount it received from MS under the related Non-USD 

TRS;  

(iv) if any Non-USD TRS terminates earlier than its Scheduled Termination Date, upon an addition of RO 

the acquisition of which would require use of certain proceeds from termination of such Non-USD 

TRS, the Issuer and the Swap Counterparty will enter into a FX forward in respect of the relevant 

portion of proceeds that need to be used (each such forward, an "Offsetting Forward" and together 

with the Non-USD RO FX Forwards, each a "FX Forward"), with exactly offsetting terms of the 

related Non-USD RO FX Forward, such that neither Issuer nor Swap Counterparty will have any 

payment or delivery obligation under the related Non-USD RO FX Forward or the Offsetting FX 

Forward; provided, however, prior to entering into each Offsetting Forward and each new FX 

Forward relating to acquisition of a new asset requiring entry into such Offsetting Forward, the Swap 

Calculation Agent shall ensure that upon the expiration of all the outstanding FX Forwards, the 

aggregate amounts payable by MS shall not be less than Principal Amount of the Notes.  If, prior to 

entry into any FX Forward, the Swap Calculation Agent determines that the aggregate amounts 

payable by the Swap Counterparty shall be less than the Principal Amount of Notes upon expiration 

of all the outstanding FX Forwards (taking into account of any new FX Forward being considered), 

then no such FX Forward may be entered into. 

3.3 The Issuer, pursuant to the relevant Supplemental Trust Deed, authorises the Custodian to liquidate any 

Underlying Assets held by the Issuer and invest the proceeds thereof into other Underlying Assets at the 

direction of the Determination Agent upon the occurrence of an Event of Default in respect of the Swap 

Counterparty thereunder, to fund payment by the Issuer of the Redemption Amount.  

3.4 Condition 4(c) (Realisation of Underlying Assets) shall be amended by replacing references to the Custodian 

therein with references to the Determination Agent to the extent they refer to the Custodian arranging for and 

administering the sale of the Underlying Assets. 

3.5 Subject to Special Condition 5 below, in arranging for the sale of the Underlying Assets under Conditions 4(c) 

(Realisation of Underlying Assets) and 7(b) (Mandatory Redemption Following an Underlying Disposal 

Event), on the date that is 5 Business Days following the Underlying Disposal Event Notice Date or, as the 

case may be, the date on which the Trustee delivers an Enforcement Notice pursuant to Condition 10(a), the 
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Determination Agent shall attempt to obtain from three dealers in the type of the Underlying Assets (each such 

dealer, a "Reference Dealer"), a firm bid quotation (each a "Quotation") in respect of the purchase of the 

Underlying Assets from the Issuer by, to the extent reasonably practicable, 2.30p.m. (London time).  Upon 

receipt by the Determination Agent of all Quotations (to the extent provided), the Determination Agent shall 

arrange for the sale by the Custodian of the Underlying Assets to the Reference Dealer which gave the highest 

Quotation. 

3.6 For the avoidance of doubt, in arranging for the sale of any of the Underlying Assets as referred to above, the 

Determination Agent, acting on behalf of the Issuer, may arrange for the sale of all or part thereof to itself or 

any of its Affiliates. 

4. NOTEHOLDER OPTIONAL UNWIND PERIOD   

4.1 During the Noteholder Optional Unwind Period and provided that no Event of Default or Early Termination 

Date (as defined in the Swap Agreement) has occurred or been designated, a Noteholder may deliver an 

irrevocable notice (an "Exercise Notice") to the Issuer, the Trustee and the Swap Counterparty directing the 

Issuer to redeem early all or a portion of the Notes held by such Noteholder (a Noteholder exercising such 

option, an "Exercising Noteholder" and the amount of the Notes subject to such early redemption, "Exercise 

Amount"). Any Exercise Amount shall be an integral multiple of USD10,000,000.   

4.2 The Exercise Notice shall contain delivery instructions for delivery of the Underlying Assets to the Exercising 

Noteholder.   

4.3 Subject to satisfaction of the Noteholder Unwind Conditions (as defined in paragraph 4.7 below), the Issuer 

shall effect such early redemption by delivering to the Exercising Noteholder a pro rata share of each 

Underlying Asset proportional to the ratio between the Exercise Amount and Principal Amount (immediately 

prior to the exercise), and novate to the Exercising Noteholder a portion of the TRS Facility (and if applicable, 

of the FX Forward Transaction) with a notional amount equal to the Exercise Amount, in each case on the 

Noteholder Unwind Date. The transactions under the novated TRS Facility shall not be secured by the 

Reference Obligation.  The Swap Counterparty may as part of any such novation require the posting of other 

collateral under a credit support annex or similar document consistent with its then current standard operating 

procedures for swap counterparties of a similar credit profile.  For the avoidance of doubt, Section 6 (Limited 

Recourse) and "Additional Amounts" (payment by Morgan Stanley of expenses related to the Notes)  shall not 

apply to the novated TRS Facility. The transactions under the novated TRS Facility shall not be secured by the 

Reference Obligation.  The Swap Counterparty may as part of any such novation require the posting of other 

collateral under a credit support annex or similar document consistent with its then current standard operating 

procedures for swap counterparties of a similar credit profile.  For the avoidance of doubt, Section 6 (Limited 

Recourse) shall not apply to the novated TRS Facility. 

4.4 The Redemption Amount of each Note included in the Exercise Amount paid pursuant to this Special 

Condition 4 (Noteholder Unwind Option) (comprising a pro rata share of the Underlying Assets and the Swap 

Agreement) shall be made together with interest accrued on the Notes to (but excluding) the relevant date of 

redemption.  

4.5 Upon the occurrence of the Underlying Disposal Event set out in Condition 7(b)(i)(C) (as amended in 

paragraph 24 of this Applicable Supplement), each Noteholder shall have the right to cause its portion of the 

Notes to redeem  in accordance with this Special Condition 4, provided if redemption to this Special Condition 

4 has not been effected by the fifth day prior to the date on which the relevant tax and/or withholding would be 

applied to the Notes, the Issuer shall forthwith redeem the outstanding Notes in accordance with Condition 7.  

4.6 Other than payment of the Redemption Amount in respect of each Note being redeemed (together with any 

accrued interest thereon), settlement of the Noteholder Unwind Option shall involve no cost being incurred by 

the Issuer.  



 

 

 

 36  

 

4.7 For the purposes of this paragraph 4:  

"Noteholder Optional Unwind Period" means the period from (and including) the Issue Date to (and 

including) the day falling 21 Business Days prior to the Maturity Date.   

"Noteholder Unwind Date" means date specified in the Exercise Notice provided that it falls not less than 21 

Business Days after the date on which the Exercise Notice is delivered. 

"Noteholder Unwind Conditions" means:  

(a) the Swap Counterparty having confirmed that the Exercising Noteholder (i) satisfies the Swap 

Counterparty's counterparty credit requirements and policies, (ii) would not receive income on the 

Underlying Asset net of withholding tax as a result of the jurisdiction or status of the Exercising 

Noteholder and (iii) is eligible to hold the Underlying Assets under the terms thereof;  

(b) the Swap Counterparty having calculated the collateral required to be posted by itself or by the 

Exercising Noteholder (in its capacity as a counterparty to the Swap Counterparty, the "Swap 

Transferee") in accordance with a bilateral ISDA CSA between the Swap Counterparty and the Swap 

Transferee (the "Bilateral CSA") and on the following basis: 

(i) any credit support that has previously been transferred by the Issuer or the Swap 

Counterparty shall be returned to the transferor; provided that in the case of any Independent 

Amount transferred by the Swap Counterparty and invested in Underlying Assets, the Swap 

Transferee shall pay in cash a pro rata portion of such Independent Amount in exchange for 

receipt of a pro rata portion of the Underlying Assets purchased by such Independent 

Amount; 

(ii) any credit support amount that is required to be posted under the Bilateral CSA shall be 

transferred to the Custodian by the Swap Counterparty or the Swap Transferee, as applicable; 

and 

the Swap Counterparty having calculated any credit valuation adjustment risk, capital charges, 

funding valuation adjustment charges, and other credit-related charges payable by the Swap 

Transferee arising as a result of entering into the relevant portion of the TRS Facility (and if 

applicable, each FX Forward) with the Swap Transferee under the Bilateral CSA ("Novation Charge" 

and such Novation Charge having been paid by the Swap Transferee to the Swap Counterparty. For 

the avoidance of doubt, the Novation Charge shall not include any amount representing a penalty for 

exercising the right to novate the TRS Transaction or TRS Facility.   

5. LIQUIDATION OF THE UNDERLYING ASSETS FOLLOWING DEFAULT OF THE SWAP 

COUNTERPARTY 

5.1 Upon the occurrence of an Event of Default or a Termination Event under the Swap Agreement in respect of 

which the Swap Counterparty is the Defaulting Party or sole Affected Party, respectively, 100% of the 

Noteholders shall be the "Instructing Creditor" for the purposes of directing action by the Issuer and/or the 

Agents and/or the Trustee.   

5.2 If the Noteholders direct the designation of an Early Termination Date in respect of the Swap Agreement, they 

shall instruct the Determination Agent to arrange sale of the Underlying Asset in accordance with the 

definition of "Close-Out Amount" as set out in the Swap Agreement, provided that the Settlement Amount (as 

defined in the Swap Agreement) in respect of each TRS Transaction (and if applicable, the relevant FX 

Forward related to the same RO) shall be calculated as of the same day on which the Underlying Asset which 

is Equivalent to such RO is sold.  
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5.3 The Custodian shall hold all realisation proceeds from the sale of the Underlying Assets without distributing of 

any portion thereof unless and until all the Underlying Assets in respect of the Notes have been liquidated and 

the full early termination amount in respect of the Swap Agreement has been calculated pursuant to Section 

6(e) thereof.  The aggregate realisation proceeds of the Underlying Assets shall be distributed in accordance 

with the order of priority specified in Special Condition 2.2 (Pre and Post Enforcement Waterfalls) above 

within 5 Business Days following the calculation of the early termination amount under the Swap Agreement.   

6. DETERMINATIONS 

The determination by the Determination Agent and/or the Swap Counterparty and/or the Swap Calculation 

Agent, as the case may be, of any amount or of any state of affairs, circumstance, event or other matter, or the 

formation of any opinion or the exercise of any discretion required or permitted to be determined, formed or 

exercised by the Determination Agent and/or the Swap Counterparty and/or the Swap Calculation Agent, as 

the case may be, under or pursuant to this Applicable Supplement and/or the Swap Agreement, as the case may 

be, shall (in the absence of manifest error) be final and binding on the Issuer, the Trustee and the Noteholders 

and each such party shall be entitled to rely on such determination without incurring any liability for so doing.  

In performing its duties in respect of the Notes, the Determination Agent shall act in its sole and absolute 

discretion.  Any delay, deferral or forbearance by the Determination Agent and/or the Swap Counterparty 

and/or the Swap Calculation Agent, as the case may be, in the performance or exercise of any of its obligations 

or its discretion under or pursuant to the Conditions of the Notes and/or the Swap Agreement, as the case may 

be, including, without limitation, the giving of any notice by it to any party, shall not affect the validity or 

binding nature of any later performance or exercise of such obligation or discretion, and none of the 

Determination Agent, the Swap Counterparty, the Swap Calculation Agent, the Trustee or the Issuer shall bear 

any liability in respect of, or consequent upon, any such delay, deferral or forbearance. 

7. ISSUE OF FURTHER TRANCHES 

In the event of an issue by the Issuer of a Further Tranche of Notes pursuant to Condition 1 (Form, 

Denomination and Title), the Determination Agent shall, subject to Rating Agency Confirmation but without 

the consent of the Secured Creditors or any other parties, adjust the Conditions, the Swap Agreement and any 

other Trade Documents as it deems necessary in order to reflect such further issue by the Issuer and to preserve 

the economic equivalence of the Notes, the Swap Agreement and other relevant Trade Documents prior to 

such further issue. 

8. VOTING WITH RESPECT TO UNDERLYING ASSETS 

With respect to any Underlying Asset, in the event that the Issuer (or the Custodian on its behalf) receives a 

request for its consent to any amendment, modification or waiver relating to such Underlying Asset, it shall 

promptly notify the Noteholders and shall vote in accordance with the instructions (if any) given by 

Noteholder(s) holding a clear majority of the Principal Amount.   

9. APPLICATION TO LISTING 

The Trustee and the Issuer may agree, without the consent of the Noteholders, to any modification of the Notes 

and the Securities Note that is made after the Issue Date in order to comply with the requirements of any stock 

exchange or competent authority in connection with an application to list the Notes or admit the Notes to 

trading. 
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ANNEX 2 TO THE APPLICABLE SUPPLEMENT 

DEFINITIONS 

"Affiliate" means, in relation to any person, any entity controlled, directly or indirectly, by the person, any entity that 

controls, directly or indirectly, the person or any entity directly or indirectly under common control with the person.  

For these purposes "control" means ownership of a majority of the voting power of the entity or person. 

"Business Day" means London and New York. 

"Custody Account" means the custody account established on the books of the Custodian in connection with the Notes 

in accordance with the provisions of the Custody Agreement. 

"Early Redemption Date" means, in relation to the Notes, any date on which the Notes are to be redeemed in full prior 

to the Scheduled Maturity Date in accordance with Condition 7(b) (Mandatory Redemption), Special Condition 4 

(Noteholder Unwind Option) of Annex 1 or Condition 10 (Events of Default). 

"FX Forward Transaction" means any foreign exchange forward transaction entered into between the Issuer and the 

Swap Counterparty (and forming part of the Swap Agreement) in relation to any asset denominated in a currency other 

than USD.  

"Issue Date" means 4 April 2018. 

"Order of Priority" means the order of priority of payments specified in paragraph 2.2 (Pre and Post Enforcement 

Waterfalls) of Annex 1. 

"Outstanding Principal Amount" and "Principal Amount" each mean, in relation to each Note, the amount of the 

original face value thereof less any repayments of principal in respect thereof. 

"Rating Agency Confirmation" means with respect to any specified action or determination, receipt of written 

confirmation from S&P (unless otherwise specified herein), for so long as the Notes are outstanding and rated by S&P, 

that such specified action or determination will not result in the reduction or withdrawal of its then-current rating on the 

Notes. 

"Redemption Amount" means an amount equal to the Outstanding Principal Amount as at the Scheduled Maturity 

Date or the Early Redemption Date (as applicable). 

"Redemption Date" means each date specified for the redemption of the Notes, and if such day is not a Business Day, 

the next following Business Day. 

"Related Agreements" means, in relation to the Notes, the Swap Agreement.  

"S&P" means Standard & Poor's Rating Services, a division of The McGraw-Hill Companies, Inc. 

"Secured Creditors" means, in respect of the Notes, the persons referred to in the order of priority of payments 

specified in paragraph 2.2 (Pre and Post Enforcement Waterfalls) of Annex 1.    

"Trade Documents " means the Applicable Supplement, the Supplemental Trust Deed, the Swap Agreement, any Sub-

Custodian Agreement or custody agreement entered into in respect of the Notes, the Notes of such Series, any 

supplementary security document, if any, entered into in respect of such Series and the final form of any other 

documents entered into by a party or produced in connection with the Notes. 
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Any reference to "Notes " in this Applicable Supplement, any Transaction Document or any Trade Document shall be 

deemed to refer to the Notes constituted and secured by the Supplemental Trust Deed together with any Further Tranche 

of Notes issued pursuant to Condition 1(c)(Fungible Tranches of Notes comprising a Series), unless the context 

otherwise requires. 
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ANNEX 3 TO THE APPLICABLE SUPPLEMENT 

U.S TAX -RELATED RESTRICTIONS 

1. Restrictions on Acquisitions and Transfers 

The Notes may be owned and beneficially owned only by a single holder.  The Notes, and beneficial interests 

in the Notes, may be sold (including to the initial Holder) solely in whole (and not in part). By its acquisition 

of a Note or beneficial interest therein, the holder or beneficial owner will be deemed to have made certain tax 

representations and covenants and will be required to provide the Issuer and the Swap Counterparty with a 

letter containing certain U.S. identifications and certifications (generally on an IRS Form W-9 or W-8BEN-E).  

Failure to provide the letter of representations or forms may cause payments on the Notes to be subject to 

United States withholding tax or backup withholding tax. Neither the Issuer nor the Swap Counterparty are 

required to make any additional payments in the event any withholding taxes or backup withholding taxes 

apply.  Neither the Issuer nor the Swap Counterparty are required to make any additional payments in the 

event any withholding taxes or backup withholding taxes apply.  The form of the transferee tax identification 

and representation is found in Appendix A to this Annex 3. 

2. Notifications of Transfers 

Each person that acquires a beneficial interest in the Notes but does not become a registered owner on the 

books and records of the Issuer shall immediately upon acquisition notify the Issuer of the acquisition.  

3. Required U.S Tax Characterization 

The Noteholder shall, for U.S. federal income tax purposes, (i) treat the Notes as equity in (and not 

indebtedness of) the Issuer, (ii) treat the Issuer as a disregarded entity, and (iii) treat the Swap Agreement as a 

notional principal contract.  Consistent with this treatment, the Holder shall comply with U.S tax identification 

and certification requirements (generally by providing the Issuer and MS with an IRS Form W-9 or W-8BEN-

E) as if it directly held the Reference Obligations and entered into the Swap Agreement. 



 

 

 

 41  

 

Appendix A to Annex 3 

FORM OF TRANSFEREE CERTIFICATE FOR TRANSFER OF NOTES
1
 

 

Owl’s Head I 2018 Funding DAC   

2nd Floor 

Palmerston House 

Fenian Street, Dublin 2 

Fax:  +353 1 905 8020  

E-mail: owls@caficointernational.com   

Attn: The Directors  

Morgan Stanley & Co. International plc 

25 Cabot Square 

Canary Wharf 

London E14 4QA  

Attention:  Structured Credit Product Group 

Fax Number:  +44 (0) 20 7677 7989 

 

Re:  Owl’s Head I 2018 Funding DAC Notes 

Reference is hereby made to the Principal Trust Deed (the "Principal Trust Deed"), dated as of 4 April 2018 

(the "Closing Date"), between the Issuer and The Bank of New York Mellon, London Branch, as trustee (the 

"Trustee").  Capitalized terms used herein that are not otherwise defined herein shall have the meanings set 

forth in the Principal Trust Deed. 

 In connection with the transfer of the Notes to [         ] (the "Transferee") on the date set forth below, we, the 

Transferee, hereby certify that, 

1. We are the beneficial owner of the Notes, and we understand that we are required under the [Principal 

Trust Deed] to treat, for U.S. federal income tax purposes, the Notes as representing equity in the 

Issuer, the Issuer as a disregarded entity, and the Swap Agreement as a notional principal contract.    

2. We understand that based on the characterization in paragraph 1 above, we generally will be treated 

for U.S. federal income tax purposes as the owner of the Issuer’s assets (including the Reference 

Obligations) and obligor with respect to the Issuer’s obligations (including the Swap Agreement).  

3. We hereby certify that taking account of the treatment for U.S. federal income tax purposes of (i) the 

Notes as equity in the Issuer and (ii) the Issuer as a disregarded entity, we are not subject to U.S. 

withholding tax on the Reference Obligations or the Swap Agreement. 

4. We hereby certify that by acquiring the Note or a beneficial interest therein we are providing 

financing through an indirect ownership interest in the Reference Obligations and a total return swap, 

rather than financing through one or more repurchase agreements or other debt instruments, and we 

are doing so with no purpose of tax avoidance. 

                                                      
1  This letter and the relevant IRS forms are required of all transferees including the initial investor and applies not only to holders of the 

Notes but also to beneficial owners, including persons that acquire Notes in book entry form through clearing organizations. 

mailto:owls@caficointernational.com
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5. We hereby certify that we are either [a United States person for U.S. federal income tax purposes (and 

have attached a properly filled out IRS Form W-9)] [/] [not a United States person for U.S. federal 

income tax purposes and are acting through a "non-U.S. branch of a foreign person", as that term is 

used in section 1.1441-4(a)(3)(ii) of United States Treasury Regulations (and have attached a properly 

filled out IRS Form W-8 (with any applicable attachments))]
2
.  

6.   We will provide notice in writing to each person to whom we propose to transfer any interest in the 

Notes of the transfer restrictions and representations set forth in the Principal Trust Deed, including 

this Form of Transferee Certificate for Transfer of  Notes and will deliver to the Issuer and MSIP a 

duly executed Transferee Certificate for Transfer of Notes identifying such restrictions and the 

agreement of the applicable transferee to be bound by them and such other certificates and other 

information as the Issuer and MSIP may reasonably require to confirm that the proposed transfer 

complies with the transfer restrictions contained in the Principal Trust Deed.  We agree to indemnify 

the Issuer and MSIP, as applicable, (a) for any withholding tax (and interest, penalties and/or any 

other costs associated therewith) incurred by the Issuer or MSIP that is attributable to (i) the violation 

of our representations or acknowledgements with respect to our obligations under this Transferee 

Certificate for Transfer of Notes and (ii) our violation of our representations or acknowledgements to 

provide any necessary tax forms or certifications, including without limitation to enable Issuer or 

MSIP to receive payments (or make payments) free of withholding.  

 

Dated: [       ] 

 

 

By:____________________________ 

 Name:    Title: 

                                                      
2  Remove brackets and bracketed language as appropriate 
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DESCRIPTION OF THE SWAP AGREEMENT   

The following is a summary of the principal terms of the Swap Agreement which should not be relied upon as an 

exhaustive description of, and is qualified in its entirety by, the detailed provisions of the agreements (copies of which 

are available from the specified office of the Principal Paying Agent. The form of the Swap Confirmation is set out in 

the section "Form of Swap Confirmation"). 

1. Swap Agreement 

The Issuer and the Swap Counterparty has entered into a total return swap confirmation dated the Issue Date 

incorporating the provisions of the ISDA Master Agreement dated as of the Issue Date including the credit 

support annex dated the Issue Date (together, the "Swap Agreement").  Subject to the satisfaction of the 

conditions precedent under the ISDA Master Agreement, the Issuer and Swap Counterparty are obliged to 

make the payments to each other as set out in the "Form of Swap Confirmation" below. 

2. Tax Events 

In the event of certain withholding taxes being payable on an amount due by one party to the other party under 

the Swap Agreement, such party will be obliged (prior to termination of the transaction under the Swap 

Agreement) to pay such withholding taxes to the relevant authorities.  Neither the Issuer nor the Swap 

Counterparty shall be obliged to pay additional amounts under the Swap Agreement that is the subject of a 

deduction or withholding for or on account of any Tax (as defined in the Swap Agreement). Where the Swap 

Counterparty (being the Affected Party) would receive amounts from the Issuer net of such Taxes, the Swap 

Counterparty shall, as a condition to its right to designate an Early Termination Date under Section 6(b)(iv) of 

the Swap Agreement, seek to effect such transfer of all of its rights and obligations under the Swap Agreement 

as shall result in no such withholding being required, subject to such transfer not having an adverse effect on 

the rating of the Notes.   

Where the Swap Agreement is terminated in the circumstances where withholding taxes are payable under the 

Swap Agreement, the Swap Counterparty is under no obligation to pay to the Issuer the amount required by the 

Issuer to make payment in full to the Noteholders of the Outstanding Principal Amount of the Notes and 

accrued interest relating thereto. 

3. Limited Recourse 

The obligations of the Issuer under the Swap Agreement relating to Notes will be limited to the proceeds of 

enforcement of the Charged Assets as applied in accordance with the Order of Priority specified in paragraph 

2.2 (Pre and Post Enforcement Waterfalls) of Annex 1 to the Applicable Supplement. 

4. Termination Provisions 

The scheduled termination date under the Swap Agreement is the Maturity Date; provided that the Swap 

Agreement may terminate early in certain circumstances.  The Issuer may terminate the Swap Agreement if 

there is an Event of Default or a Termination Event (each as defined in the Swap Agreement and described 

below) with respect to the Swap Counterparty and the Swap Counterparty may terminate the Swap Agreement 

if there is an Event of Default or a Termination Event with respect to the Issuer.  The Swap Agreement 

contains termination events commonly found in standard ISDA documentation save for (i) the disapplication 

of the Events of Default relating to "Breach of Agreement", "Misrepresentation", "Default under Specified 

Transactions", "Cross Default", "Credit Support Default" (insofar as it applies to the Issuer) and certain 

provisions relating to "Bankruptcy" (also insofar as it applies to the Issuer) and (ii) the disapplication as 

regards both the Issuer and the Swap Counterparty of the Termination Events relating to "Tax Event Upon 

Merger", and "Credit Event upon Merger".  In addition, the Swap Agreement includes Additional Termination 

Events in the event that:  
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(a) Acceleration of the Notes: an Event of Default (as defined in the Terms and Conditions of the Notes) 

in respect of the Notes and the Trustee gives notice to the Issuer in accordance with Condition 10 

(Events of Default) of the Notes that the Notes are due and repayable; and 

(b) Redemption in whole of Notes: the Notes are redeemed in whole (otherwise than as a result of an 

Event of Default thereunder), or a Mandatory Redemption Event occurs, prior to their stated maturity.  

For the purposes of the Additional Termination Events set out in paragraphs (a) and (b) above, the Issuer will 

be the sole Affected Party and all Transactions shall be Affected Transactions.  

Other than as set out above, upon the occurrence of any Event of Default or Termination Event, a Swap 

Agreement may be terminated in accordance with the detailed provisions thereof and, other than as provided 

above, a net amount (the "Termination Payment") may become payable by the Issuer to the Swap 

Counterparty or vice versa. If the Issuer is required to make a termination payment to the Swap Counterparty, 

such payment will rank in accordance with the Order of Priority specified in paragraph 2.2 (Pre and Post 

Enforcement Waterfalls) of Annex 1 to the Applicable Supplement.   

A Termination Payment will be determined pursuant to the "Close-out Amount" definition of the ISDA Master 

Agreement.  The party making such determination will be the Non-defaulting Party (as defined in the Swap 

Agreement) in the case of the occurrence of an Event of Default, or upon the occurrence of a Termination 

Event where there is one Affected Party, the party which is not the Affected Party.  Where there are two 

Affected Parties a mid-way point between the amounts calculated by each such party will be taken.   

5. Collection of Swap Payments 

Notwithstanding Clause 6 of the Agency Agreement, on each date on which payments are due to the Issuer 

under the Swap Agreement (including each Floating Rate Payer Payment Date under the TRS Facility), the 

Swap Counterparty is authorised and undertakes (pursuant to clause 10.1 of the Supplemental Trust Deed) to 

make payment of all such sums payable to the Issuer under the Swap Agreement directly to the Principal 

Paying Agent on behalf of the Issuer (for onward payment to the Noteholders in accordance with the terms of 

the Notes).  

6. Certain Additional United States Tax Related Requirements 

The Swap Agreement requires the Issuer to make (and not revoke) an election, on IRS Form 8832, to be 

characterized as a disregarded entity for U.S federal income tax purposes.  

The Swap Agreement requires that the Issuer to restrict transfers of the Notes to transfers in whole and not in 

part.   

The Swap Agreement requires the Issuer to provide that each person that acquires a Note or a beneficial 

interest therein will be deemed to have represented that it is providing financing through an indirect ownership 

interest in the Reference Obligations and a total return swap, rather than financing through one or more 

repurchase agreements or other debt instruments, with no purpose of tax avoidance. 

The Swap Agreement also requires the Issuer to provide that each person that acquires a Note or a beneficial 

interest therein will be deemed to have represented, for U.S federal income tax purposes, (i) it will treat the 

Notes as equity in (and not as indebtedness of) the Issuer, (ii) it will treat the Issuer as a disregarded entity and 

(iii) it will treat the Swap Agreement as a notional principal contract. 

The Swap Agreement also requires the Issuer to require the holder and beneficial owner of its Notes to provide 

it and the Swap Counterparty with a letter containing U.S tax representations and U.S. tax identification and 

certifications (generally on IRS Forms W-9 or W-8BEN-E) as provided in Appendix A of Annex 3 of the 

Applicable Supplement. 



 

 

 

 45  

 

7. Governing Law 

The Swap Agreement, and any non-contractual obligations arising out of or in connection with the Swap Agreement, are 

governed by English law. 

8. Resolution Stay Protocol 

Regulators in the United States have taken and proposed various actions, which will apply to Morgan Stanley 

as a global systemically important bank, to facilitate a single-point of entry resolution  strategy under the U.S. 

Bankruptcy Code or the orderly liquidation authority, including the Federal Reserve proposing rules that, if 

finalised as proposed, will ultimately require Morgan Stanley to expressly provide in its qualified financial 

contracts (including the Swap Agreement) that transfer restrictions and default rights against a covered entity 

are limited to the same extent as provided under the Federal Deposit Insurance Act and Title II of the Dodd-

Frank Act and their implementing regulations. In addition, under the proposed rules, covered qualified 

financial contracts (including the Swap Agreement) may not permit the exercise of cross-default rights against 

a covered entity based on an affiliate’s entry into insolvency, resolution or similar proceedings, subject to 

certain conditions. The Federal Reserve’s proposed rules would require Morgan Stanley to remediate those 

qualified financial contracts already in existence at the time the rule becomes effective, including the Swap 

Agreement, or to cease transacting with the counterparty group in question. In order to facilitate that 

remediation, and to permit the continued ability of the Issuer to transact with members of the Morgan Stanley’s 

group, it is therefore intended that the Issuer will adhere to the International Swaps and Derivatives 

Association ("ISDA") 2015 Universal Resolution Stay Protocol (the "Resolution Stay Protocol"), which 

applies to over-the-counter ("OTC") derivative transactions entered into among the adhering parties under 

ISDA Master Agreements and securities financing transactions governed by specified securities financing 

transaction agreements. The Resolution Stay Protocol overrides certain cross-default rights and certain other 

rights related to the entry of an adhering party or certain of its affiliates into certain resolution proceedings, 

subject to certain conditions, and the Federal Reserve in its proposed rule has indicated that adherence to the 

Resolution Stay Protocol is an acceptable means to satisfy the rule’s requirements for existing qualified 

financial contracts (including the Swap Agreement). Entry into the Resolution Stay Protocol may limit the 

right of the Issuer or the Trustee on behalf of the Noteholders to exercise its rights under the Swap Agreement 

against the Swap Counterparty. 
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USE OF PROCEEDS 

The net proceeds of the issue of the Notes will be applied by the Issuer to purchase the Underlying Assets (the total 

exposure to which will be passed to the Swap Counterparty pursuant to the Swap Agreement). 
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FORM OF SWAP CONFIRMATION  

SWAP AGREEMENT 

DATE:  4 April 2018 

TO:  Owl's Head I 2018 Funding DAC (Counterparty) 

FROM:  Morgan Stanley & Co. International plc ("MS") 

SUBJECT:  Total Return Swap Receiver Facility 

MS Ref Numbers:  To be advised  

Unique Swap Identifier (USI): To be advised  

 

The purpose of this communication (this Confirmation) is to set forth the terms and conditions of the above-

referenced Total Return Swap Facility entered into on the Facility Trade Date specified below between MS and 

Counterparty (the Facility).  This communication constitutes a Confirmation as referred to in the Master Agreement 

specified below. This communication supersedes all prior communications regarding the Facility. 

This Confirmation is subject to, and incorporates, the 2006 ISDA Definitions (the Definitions), as published by the 

International Swaps and Derivatives Association, Inc. (ISDA).  In the event of any inconsistency between the 

Definitions and this Confirmation, this Confirmation will govern. Terms used herein but otherwise not defined here in 

shall have the same meanings as ascribed thereto in the Registration Document and Securities Note relating to Series 

2018-1 USD 50,000,000 Secured Floating Rate Notes due 2023 issued by Owl's Head I 2018 Funding DAC (the 

"Notes").   

This Confirmation supplements, forms a part of, and is subject to, the ISDA Master Agreement and Schedule thereto 

dated as of the Issue Date and supplemented by a Credit Support Annex dated as of the Issue Date (the CSA)), each 

as amended or replaced from time to time (the Agreement) between MS and Counterparty.   

All provisions contained in, or incorporated by reference into the Agreement will govern this Confirmation except as 

expressly modified herein. In the event of any inconsistency between this Confirmation and the Definitions the 

Master Agreement or another Confirmation, as the case may be, this Confirmation will prevail for the purpose of the 

Facility and each Transaction to which this Confirmation relates. In respect of each Reference Obligation that is not 

denominated in USD, the Counterparty and MS will enter into a foreign exchange forward transaction (FX Forward 

Transaction), each in the form of Appendix 5. 

This Confirmation evidences the TRS Facility and a separate total return swap transaction with respect to each 

Reference Obligation specified in Appendix 1 from time to time as if the details specified in Appendix 1 with respect 

to that Reference Obligation were set out in the Confirmation in full (each such total return swap transaction, a TRS 

Transaction and each TRS Transaction, FX Forward Transaction (if applicable) and the Facility, a Transaction). 

Each such Transaction will have a unique Transaction identifier.  

The terms of the Facility and each particular Transaction to which this Confirmation relates are as follows: 

TERMS RELATING TO THE FACILITY: 

 

Total Return Payer Counterparty 

Floating Rate Payer MS 

Facility Trade Date Trade Date with respect to the Notes 
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Facility Effective Date Issue Date 

Reference Entity In respect of each TRS Transaction, the Reference Entity (which will be each of the 

obligor(s) and, if any, guarantors or insurers) as referred to in Appendix 1 and any 

Successor thereto. 

Successor The entity (or entities) that directly or indirectly succeeds to all or substantially all of the 

obligations of the Reference Entity under the Reference Obligation, whether by way of 

merger, consolidation, amalgamation, transfer, by operation of law, pursuant to any 

agreement or otherwise, as determined by the Calculation Agent in its sole and absolute 

discretion.   

Facility Termination 

Date 

Maturity Date 

Maximum Facility Size Principal Amount.  At no time may the Aggregate USD Financed Notional exceed the 

Maximum Facility Size.   

Aggregate USD Financed Notional shall mean on any day, the aggregate of the 

USD Financed Notional for each TRS Transaction at the close of business on 

that day (for the avoidance of doubt, taking into account any Portfolio 

Adjustments which have taken effect on or prior to such day).  

USD Financed Notional shall mean as of any date of determination, (a) 

Notional Amount divided by (b) Initial FX Rate multiplied by (c) Initial Price 

multiplied by (d) (1– IA Percentage).  

Portfolio As of any date of determination, the portfolio comprising each RO subject to a TRS 

Transaction which is in effect at that time (as specified in Appendix 1, as amended from 

time to time to reflect Portfolio Adjustments and Credit Events). 

Portfolio Adjustment The Floating Rate Payer may, provided that no Event of Default or Potential Event of 

Default has occurred with respect to Floating Rate Payer, by sending a Portfolio 

Adjustment Notice to Total Return Payer and Calculation Agent (substantially in the form 

of the template in Appendix 4), designate a Business Day (a Portfolio Adjustment Date) 

to adjust the Portfolio (any such adjustment, a Portfolio Adjustment) by: 

(i) designating a new RO for inclusion in the Portfolio (an "Addition"); or 

(ii) designating an RO in whole or in part for removal from the Portfolio (a 

"Removal"); or 

(iii) substituting a new RO for one or more existing ROs in whole or in part (which 

shall comprise both an Addition and a Removal), 

in each case subject to satisfaction of the Eligibility Criteria in Appendix 2 (as determined 

by the Calculation Agent). The effectiveness of a Portfolio Adjustment in accordance 

with (i) or (ii) above shall be subject to satisfaction of the "Condition to TRS Transaction 

Effectiveness" specified below in respect of the relevant new TRS Transaction.   

The Floating Rate Payer may not designate a new RO for inclusion, designate an RO for 

removal, or substitute a new RO after its receipt of an Exercise Notice if any purpose of 

the designation or substitution is to prevent the novation of the TRS Facility or TRS 

Transaction or the delivery of the Underlying Assets to the Exercising Noteholder, except 

where the Exercising Noteholder refuses to agree to certain terms that are necessary for 

the Floating Rate Payer to remain in compliance with any applicable law, regulations or 
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contractual restriction binding on it. 

The effect of a Portfolio Adjustment shall be: (1) in the case of (i) and (iii) above, to 

cause an Effective Date to occur in respect of a new TRS Transaction in accordance with 

the terms specified in the related Portfolio Adjustment Notice; and (2) in the case of (ii) 

and (iii) above, to cause a Termination Date to occur in relation to the relevant RO being 

removed or reduced (in whole or in part, as the case may be).   

In respect of any addition of a RO, the ISIN, Effective Date, Reference Entity, RO 

Currency, Initial Notional Amount, Initial IA Percentage, Initial Factor, Initial FX Rate 

and Initial Price will be specified in Appendix 1. 

In respect of any removal of a RO in part, the ISIN, Termination Date, Reference Entity, 

RO, Terminated Notional Amount, and Final Price (in respect of the Termination 

Notional Amount) will be specified in Appendix 1. 

The Calculation Agent shall send an updated Appendix 1 to reflect such addition or 

removal.  

Portfolio Adjustment 

Notice  

A notice, substantially in the form of Appendix 4, provided at least one Business Day 

prior to the Portfolio Adjustment Date (or as otherwise agreed between the parties), of 

any Portfolio Adjustment. 

Calculation Agent  MS. Unless otherwise specified in this Confirmation, all calculations and determinations 

in connection with the Transaction shall be made by the Calculation Agent acting in its 

sole and absolute discretion. 

Business Days London and New York  

Business Day 

Convention 

Modified Following  

 

Floating Rate Payer Payments: 

 

Floating Rate Payer 

Payments:  

On each Floating Rate Payer Payment Date, the Floating Rate Payer must pay to the Total 

Return Payer an amount in USD equal to the product of: 

(i) the Floating Rate Calculation Amount; 

(ii) the Floating Rate; and 

(iii) the actual number of days in such Floating Rate Calculation Period divided by 

360. 

Floating Rate 

Calculation Amount 

Principal Amount as of the beginning of the relevant Floating Rate Calculation Period. 

Floating Rate  In respect of a Floating Rate Calculation Period, the greater of: 

(i) USD CMS Rate (determined on the applicable Floating Rate Reset Date 

for the Designated Maturity), plus 0.67 per cent. per annum; and 

(ii) zero.  

USD CMS Rate Means the rate for a Reset Rate for U.S. Dollar swaps with a maturity of the Designated 
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Maturity, expressed as a percentage which appears on Reuters Screen ICESWAP1 Page 

as of 11:00 a.m., New York City time, on the day which is two U.S. Government 

Securities Business Days preceding that Reset Date.   

Floating Rate 

Calculation Period  

With respect to any Floating Rate Payer Payment Date, the period from (and including) 

the immediately preceding Floating Rate Payer Payment Date (or, in relation to the initial 

Floating Rate Calculation Period, the Facility Effective Date) to (but excluding) such 

Floating Rate Payer Payment Date. 

Floating Rate Payer 

Payment Dates 

4 January, 4 April, 4 July and 4 October in each year, from (and including) 4 July 2018 to 

(and including) on the Termination Date. 

Designated Maturity 10 Years 

Floating Rate Reset 

Dates 

The first day of each Floating Rate Calculation Period. 

Linear Interpolation  Not Applicable. 

Additional Amounts: 

 

Additional Amount:  From time to time, Total Return Payer shall pay Floating Rate Payer interest amount 

received on the cash balance held by the Total Return Payer in connection with the Notes.  

In the case of any negative interest, Floating Rate Payer shall pay the absolute value of 

such negative interest to Total Return Payer.  

TERMS RELATING TO EACH TRS TRANSACTION: 

1. General Terms 

Reference Obligation 

(RO) 

In respect of any addition of a RO, the ISIN, Effective Date, Reference Entity, RO 

Currency, Initial Notional Amount, Initial IA Percentage, Initial Factor, Initial FX Rate 

and Initial Price will be specified in Appendix 1. 

In respect of any removal of a RO, the ISIN, Termination Date, Reference Entity, RO 

Currency, Terminated Notional Amount, and Final Price will be specified in Appendix 1.  

For purposes of a TRS Transaction, "Reference Obligation" includes any Assets in the 

proportion that would be received or retained by a Holder, in exchange, substitution or as 

consideration of or for such Reference Obligation (or any subsequent Assets) or any other 

event or circumstances with similar effect, howsoever described.  

"Assets" means each obligation, equity, amount of cash, security, fee (including any 

"early-bird" or other consent fee), right and/or other asset, whether tangible or otherwise 

and whether issued, incurred, paid or provided by the Reference Entity or a third party (or 

any value which was realized or capable of being realized in circumstances where the right 

and/or other asset no longer exists).  If a Holder would be offered a choice of Assets or a 

choice of combination of Assets, MS will determine the relevant Assets and proportion in 

its sole and absolute discretion. 

Initial Price; Condition 

to TRS Transaction 

Effectiveness  

A firm offer price (obtained 2 Business Days prior to the Effective Date) for settlement on 

the Effective Date, excluding accrued but unpaid interest, provided (or sourced) by the 

Calculation Agent at which the Total Return Payer or its designee could execute the 

purchase of a principal amount of a security Equivalent to the RO equal to the Initial 

Notional Amount, at such price plus accrued but unpaid interest thereon (expressed as a 

percentage).   
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Trade Date With respect to each RO, as specified in Appendix 1.  

Effective Date With respect to each RO, as specified in Appendix 1. 

Notional Amount As of any date of determination, the product of (i) the Initial Notional Amount, as reduced 

by each Terminated Notional Amount from time to time times (ii) the Factor as of such 

date. 

Terminated Notional 

Amount 

In respect of a Termination Date, the product of (i) the Initial Notional Amount and (ii) the 

portion (expressed as a percentage) of the Initial Notional Amount of the RO in respect of 

which the TRS Transaction is being terminated. 

Factor As of any date, (a) the aggregate principal amount of the RO outstanding as of such date, 

as: 

reduced by any repurchase, repayment, or tender offers, in respect of such RO on a pro 

rata basis divided by (b) the aggregate principal amount of the RO originally issued on the 

date of issuance of such RO.   

Factor as of the Trade Date (the Initial Factor) in respect of each RO is set out in 

Appendix 1. For the avoidance of doubt, the Initial Factor shall be subject to any 

adjustment to the Factor which occurs between the date of the relevant Portfolio 

Adjustment Notice and the Effective Date of the relevant TRS Transaction.   

Termination Date The earlier of (i) the Facility Termination Date, (ii) the Transaction Termination Date 

specified in Appendix 1, (iii) the date on which the Notional Amount of the RO is reduced 

to zero and (iv) the Credit Event Settlement Date.  

"Credit Event Settlement Date" shall mean the date, as designated by MS, which falls on 

or prior to 30 Business Days after the Credit Event Determination Date.   

Final Price The Final Price shall be determined through the following process:  

(i) The Calculation Agent shall seek a firm bid quotation (for settlement on the 

Termination Date) for an outstanding principal amount of a security or asset 

Equivalent to the RO equal to the Notional Amount, excluding accrued but 

unpaid interest, from a third party, and the Final Price will be such firm bid 

received plus accrued but unpaid interest;   

(ii) if no such firm bid is received, the Final Price will be the current bid price of the 

RO including accrued but unpaid interest as determined by MS in its sole and 

absolute discretion.  

For the avoidance of doubt, such firm bid will be in light of the Market Factor at the time it 

is provided. If the Counterparty owns the RO at the time of the solicitation of bids, (x) the 

Counterparty shall not be obligated to sell the RO and (y) MS shall not (and shall not 

cause an affiliate to) directly or indirectly, submit any bid in connection with solicitation 

of bids described in clause (i), above.   

Market Factor shall mean (a) the aggregate principal amount of the RO outstanding as of 

such date, as (i) reduced by any repurchase, repayment, tender offers, Reductions in 

respect of such RO on a pro rata basis or (ii) increased by any Increases in respect of such 

RO on a pro rata basis,  

divided by  



  

 

 

 52  

 

(b) the aggregate principal amount of the RO originally issued on the date of issuance of 

such RO.   

Increase as used herein shall mean any increase, as determined by the Calculation Agent 

in its reasonable discretion, in the aggregate principal amount of the RO without any actual 

cash payment by or on behalf any party, which could be due to write-ups after prior write-

downs (whether actual or implied), trustee revisions, or any other changes in 

circumstances in the ROs as the Calculation Agent determines would increase the 

aggregate principal amount of the RO based on market practice.   

Reduction as used herein shall mean any reduction, as determined by the Calculation 

Agent in its reasonable discretion, in the aggregate principal amount of the RO without 

any actual repayment of principal made by or on behalf of the Reference Entity, which 

could be due to write-downs (whether actual or implied), trustee revisions, tranche 

cancellations, or any other changes in circumstances in the ROs as the Calculation Agent 

determines would reduce the aggregate principal amount of the RO based on market 

practice. 

Equivalent In respect an RO, an asset that is (i) of the same issuer or other obligor, (ii) part of the 

same issue or borrowing and (iii) of an identical nominal value, type, description and 

amount of the RO. 

2. Initial Payment 

Initial Payment  

 

If there will be any interest amount expected to be paid on the following RO interest 

payment date, Floating Rate Payer shall pay any accrued but unpaid interest in respect of a 

principal amount of the RO that equal to the Initial Notional Amount as of the Effective 

Date.  

3. Total Return Payer Payments 

Total Return Payments On each Total Return Payer Payment Date, Total Return Payer must pay to Floating Rate 

Payer an amount in RO Currency equal to the Actual Coupon Payment relating to such 

Total Return Payer Payment Date. 

Total Return Payer 

Payment Dates 

The date falling three Business Days following each date on which a Holder of the RO 

would receive an Actual Coupon Payment (and such Actual Coupon Payment will be the 

Actual Coupon Payment applicable to such Total Return Payer Payment Date). For the 

avoidance of doubt, a Total Return Payer Payment Date may occur after the Termination 

Date and/or the maturity or redemption of the RO. 

4. Interim Payments 

Interim Payment 

Amount 

On each Interim Payment Date:   

(i) Total Return Payer shall pay in the RO Currency the Actual Principal Repayment;  

(ii) Floating Rate Payer shall pay in the RO Currency (a) the principal amount of the RO 

satisfied by the Actual Principal Repayment multiplied by (b) Initial Price (each amount 

payable by MS under this clause (ii), the "MS Interim Payment Amount").  

Interim Payment Dates  The date falling three Business Days following each date on which a Holder of the RO 

would receive an Actual Principal Repayment. 
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5. Final Payment 

Final Payment Amount In case a Termination Date occurs other than as a result of the Factor being reduced to 

zero: 

(i) Total Return Payer shall pay an amount the RO Currency equal to (a) Terminated 

Notional Amount multiplied by (b) Market Factor multiplied by (c) Final Price; and 

(ii) Floating Rate Payer shall pay in the RO Currency an amount equal to (a) Terminated 

Notional Amount multiplied by (b) Factor multiplied by (c) Initial Price (the amount 

payable by MS under this clause (ii), the "MS Final Payment Amount"). 

Final Payment Date The Termination Date (other than as a result of the Factor being reduced to zero by Actual 

Principal Repayments). 

6. Provisions in relation to the Independent Amount applicable to MS 

Independent Amount In respect of each TRS Transaction and as of any date of determination, the Independent 

Amount applicable to the Floating Rate Payer will be determined pursuant to the formula 

below.  The Independent Amount required to be maintained by the Floating Rate Payer as of 

any date of determination may change as a result of changes in the IA Percentage and 

Notional Amount.  Any posting of additional Independent Amount, return of excess 

Independent Amount previously posted and payment of distributions or interests received on 

the Independent Amount will be pursuant to the provisions of the CSA.    

Notwithstanding any provision to the contrary in the CSA, the Eligible Credit Support with 

respect to Independent Amount will consist of cash in USD only. Counterparty shall purchase 

additional RO(s) using such Independent Amount and any distributions received on assets 

purchased using the Independent Amount shall be paid to the Swap Counterparty.    

With respect to the Floating Rate Payer and as of any date of determination, the Independent 

Amount shall be equal to an amount that is equal to the product of (i) IA Percentage (effective 

as of such date) and (ii) Notional Amount / Initial FX Rate and (iii) Initial Price (effective as 

of such date).   

IA Percentage As of any date of determination and in respect of any RO, the percentage as determined by 

MS in its sole discretion, subject to a minimum of the relevant percentage set out for such RO 

in Appendix 3.  

On the Effective Date, the IA Percentage will be the Initial IA Percentage set out in Appendix 

1. 

7. Credit Events 

Termination 

Following a Credit 

Event 

Following the determination by MS that a Credit Event has occurred with respect to a RO or 

the Reference Entity, it may but is not obligated to require that this Transaction be 

terminated on the designated Credit Event Settlement Date. 

Credit Event With respect to each RO, one or more of the events set out below, as specified by MS in the 

relevant Portfolio Adjustment Notice in respect of the addition of such RO: 

(i) Failure to Pay;  

(ii) Bankruptcy;    

each as defined herein. 

Credit Event 

Determination Date 

The date on which a notice is delivered by either MS including: 

(i) a description in reasonable detail of the facts relevant to the determination that a 
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Credit Event has occurred; and 

(ii) information that reasonably confirms any of the facts relevant to the determination 

that a Credit Event has occurred contained in any one of (a) – (d) below:  

a. Published in at least 2 main sources of business news in the country in 

which the relevant entity is organized and/or any other internationally 

recognized published or electronically displayed news sources that 

confirms such Credit Event;  

b. received from or published by (A) the Reference Entity (or, if the 

Reference Entity is a Sovereign, any authority acting in a governmental 

capacity of such Sovereign), or (B) a trustee, fiscal agent, administrative 

agent, servicer, sub-servicer, master servicer, clearing agent, paying agent, 

facility agent or agent bank for an RO or the Notes; or 

c. contained in any order, decree, notice, petition or filing, however described, 

of or filed with a court, tribunal, exchange, regulatory authority or similar 

administrative, regulatory or judicial body 

d. contained in a notice or on a website published by an internationally 

recognized rating agency that has at any time rated the Reference 

Obligation. 

"Sovereign" shall mean any state, political subdivision or government, or any agency, 

instrumentality, ministry, department or other authority (including, without limiting the 

foregoing, the central bank) thereof. 

8. Definitions 

Accrued Floating 

Amount 

In respect of a date, an amount in USD equal to the Floating Amount, determined for this 

purpose only as though the Floating Rate Calculation Period were the period from (and 

including) the immediately preceding Floating Rate Payer Payment Date (or, in relation to a 

date during the initial Floating Rate Calculation Period, the Effective Date) to (but excluding) 

that date.  

Actual Coupon 

Payments 

All payments, including, without limitation, interest, dividends, distributions and fees, if any, 

that are received (net of any applicable taxes whatsoever and any other withholding or 

deduction) by a Holder of a Reference Obligation (other than any sale proceeds or Actual 

Principal Repayments) (whether paid by the Reference Entity, Insurer, Guarantor or other 

obligor or as a result of enforcement of security). 

For the avoidance of doubt, "interest" shall include all payments made on or after the Effective 

Date, if any, in the nature of interest paid in respect of such Reference Obligation (including 

prepayment penalty interest amounts or yield maintenance payments, write-down 

reimbursements, accrued interest on interest shortfall amounts) and all other distributions that 

would constitute or be treated as interest as determined by the Calculation Agent in 

accordance with the market practice, excluding any capitalised interest and Actual Principal 

Repayments. To avoid double-counting of interest, "interest" shall exclude interest which 

accrued whilst the relevant TRS Transaction was outstanding and for which account has been 

taken in determining the Final Price.  

Each Actual Coupon Payment will be calculated having reference to such factors as the 

Calculation Agent may consider relevant, including (a) any withholding or deduction of taxes 

imposed by or on behalf of any applicable authority having power to tax in respect of the 

payments under or in respect of the RO, (b) any imputation or other credits, refunds or 

deductions granted by any applicable authority having power to tax in respect of such 

payments under or in respect of the RO and any taxes, credits, refunds or benefits imposed, 

withheld, assessed or levied thereon and (c) the tax status of the Reference Entity, the Insurer, 

or Guarantor, if applicable, and the Holder, in respect of the RO.  
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Actual Principal 

Repayments 

All payments made on or after the Effective Date in respect of the reimbursement of the 

principal amount of the RO including principal payments on the maturity date (including 

capitalised interest) and make-whole or premium payments, if any, that are received (net of 

any applicable taxes whatsoever and any other withholding or deduction) by a Holder 

(whether paid by the Reference Entity, Guarantor or the Insurer, if applicable, or other obligor 

or as a result of enforcement of security). 

Each Actual Principal Repayment will be calculated having reference to such factors as the 

Calculation Agent may consider relevant, including (a) any withholding or deduction of taxes 

imposed by or on behalf of any applicable authority having power to tax in respect of the 

payments under or in respect of the RO, (b) any imputation or other credits, refunds, or 

deductions granted by any applicable authority having power to tax in respect of such 

payments under or in respect of the RO and any taxes, credits, refunds or benefits imposed, 

withheld, assessed or levied thereon and (c) the tax status of the Reference Entity, the Insurer, 

or Guarantor, if applicable, and the Holder, in respect of the RO. 

Bankruptcy  The Reference Entity, Insurer or Guarantor, servicer (including primary servicer, master 

servicer, sub-servicer or special servicer) with respect to the RO (a) is dissolved (other than 

pursuant to a consolidation, amalgamation or merger), (b) becomes insolvent or is unable to 

pay its debts or fails or admits in writing in a judicial, regulatory or administrative proceeding 

or filing its inability generally to pay its debts as they become due, (c) makes a general 

assignment, arrangement, scheme or composition with or for the benefit of its creditors 

generally, or such a general assignment, arrangement, scheme or composition becomes 

effective, (d) institutes or has instituted against it a proceeding seeking a judgment of 

insolvency or bankruptcy or any other similar relief under any bankruptcy or insolvency law 

or other law affecting creditors' rights, or a petition is presented for its winding-up or 

liquidation, and, in the case of any such proceeding or petition instituted or presented against 

it, such proceeding or petition (i) results in a judgment of insolvency or bankruptcy or the 

entry of an order for relief or the making of an order for its winding-up or liquidation, or (ii) 

is not dismissed, discharged, stayed or restrained in each case within thirty calendar days of 

the institution or presentation thereof, (e) has a resolution passed for its winding-up or 

liquidation (other than pursuant to a consolidation, amalgamation or merger), (f) seeks or 

becomes subject to the appointment of an administrator, provisional liquidator, conservator, 

receiver, trustee, custodian or other similar official for it or for all or substantially all its 

assets, (g) has a secured party take possession of all or substantially all its assets or has a 

distress, execution, attachment, sequestration or other legal process levied, enforced or sued 

on or against all or substantially all its assets and such secured party maintains possession, or 

any such process is not dismissed, discharged, stayed or restrained, in each case within thirty 

calendar days thereafter, or (h) causes or is subject to any event with respect to it which, 

under the applicable laws of any jurisdiction, has an analogous effect to any of the events 

specified in (a) to (g). 

Failure to Pay Any failure (in whole or in part) by the Reference Entity to make any payment expressed to 

be made under a Reference Obligation in accordance with the terms of Reference Obligation 

Documentation, after expiration of any applicable notice or grace period. The occurrence of 

such failure shall be determined taking into account the effect of any provisions in the 

Reference Obligation Documentation that indicates that any such payment will only become 

due and payable in the Reference Entity’s (or any other person’s) discretion or election, if 

certain conditions are satisfied or which permit the cancellation (or deemed cancellation), 

subordination, or suspension of any interest, principal, dividends, distributions or other 

payments, (including, without limitation, whether at the election of the Reference Entity, as a 

result of any solvency tests, as result of any regulatory or statutory write down, bail-in or 

intervention however so described or otherwise) or the limitation of payments or distributions 

of funds in accordance with the terms of such Reference Obligation, that provide for the 

capitalisation or deferral of interest on the Reference Obligation or that provide for the 

extinguishing or reduction of such payments. 

"Reference Obligation Documentation" shall mean the offering memorandum, prospectus, 

private placement memorandum, or other similar documentation, trustee reports relating to 

the terms and conditions of the Reference Obligation, as amended, restated or supplemented 

from time to time and the latest performance reports, servicer reports, sub-servicer reports, 
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master servicer reports or any similar reports or information that are available to holders of 

the Reference Obligation. 

Guarantor or Insurer With respect to each RO, as set out in Appendix 1.  

Holder In respect of a RO, a hypothetical holder of a principal amount of the RO equal to the 

Notional Amount which is a company with a tax residence, tax domicile and status equivalent 

to the tax residence, tax domicile and status of the Total Return Payer. 

TERMS RELATING TO THE TRS FACILITY AND EACH TRS TRANSACTION  

1. Close-Out 

Amount  

Notwithstanding anything to the contrary in the Master Agreement, for the purpose of Section 

6(e) of the Agreement, the Close-Out Amount with respect to each Transaction will be 

determined by the Determining Party as the amount equal to:  

(a)     the Notional Amount as of the Early Termination Date multiplied by Close-Out Price as 

of such date as determined by the Determining Party; minus 

(b)     the Notional Amount as of the Early Termination Date multiplied by the Initial Price. 

The "Close-Out Price" shall be determined through the following process: 

(1) The Determining Party shall seek firm bid quotations for an outstanding principal amount 

of a security or asset Equivalent to the RO equal to the Notional Amount, excluding accrued 

but unpaid interest, from 4 leading dealers, and the Close-Out Price will be the highest such 

bid received plus accrued but unpaid interest;  

(2) If no such firm bids are received, the Final Price will be the current bid price of the RO 

including accrued but unpaid interest as determined by the Determining Party taking into 

account information consisting of relevant market data in the relevant market supplied by one 

or more third parties or internal sources (including any of the Determining Party’s Affiliates) 

if that information is of the same type used by the Determining Party in the regular course of 

its business for the valuation of similar transactions. 

Any Close-out Amount will be determined by the Determining Party (or its agent), which will 

act in good faith and use commercially reasonable procedures in order to produce a 

commercially reasonable result. 

For the purpose of Section 6(e), if such amount is positive, it will be payable by Counterparty, 

and if such amount is negative, the absolute value of such negative amount will be payable by 

MS. 

2. Additional 

Provisions 

Representations from Counterparty  

Counterparty hereby represents, agrees and acknowledges that: 

(1) Counterparty has not and will not perform any services related to the Facility within 

the United States and shall not execute any documents related to the Facility within 

the United States.  The representation in the preceding sentence shall also be made 

for purposes of Section 3(f) of the Master Agreement. 

(2) In the event that Total Return Payer acquires any RO relating to a TRS Transaction 

(to hedge its obligations under the relevant TRS Transaction or otherwise) it shall 

supply all the relevant tax forms and certifications to the obligor or paying agent (or 

any other agent) of the RO in order to prevent any tax withholding or deduction. 

(3) It is entering into this Agreement, any Credit Support Document to which it is a 
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party, each Transaction, and any other documentation relating to this Agreement or 

any Transaction as principal (and not as agent or in any other capacity, fiduciary or 

otherwise). 

(4) (i) it is not and is not deemed and, for so long as it holds the Notes, will not be 

deemed for purposes of the Employee Retirement Income Security Act of 1974, as 

amended ("ERISA") or Section 4975 of the Internal Revenue Code of 1986, as 

amended (the "Code") to be (a) an "employee benefit plan" as defined in ERISA and 

subject to Part 4 of Subtitle I of ERISA, (b) a "plan" as defined in and subject to 

Section 4975 of the Code, or (c) any entity whose underlying assets are deemed for 

purposes of ERISA or the Code to include "plan assets" by reason of such employee 

benefit plan or plan’s investment in the entity (any of the foregoing a "Benefit Plan 

Investor"), (ii) it is an "employee benefit plan" that is not a Benefit Plan Investor 

and it is subject Federal, state, or local or non-U.S. law that is substantially similar to 

Section 406 of ERISA or Section 4975 of the Code ("Similar Law") (such plan a 

"Similar Law Plan"), and the acquisition, holding and disposition of the Notes does 

not and will not violate and such Similar Law or (iii) it is not a Similar Law Plan. 

(5)     Counterparty is providing financing through an indirect ownership interest in the 

Reference Obligations and a total return swap, rather than financing through one or 

more repurchase agreements or other debt instruments, with no purposes of tax 

avoidance. 

Representation from MS 

For the purposes of Section 3(f) of the Agreement, MS hereby makes the following 

representation:   

(1) It is either: 

(a) a company (1) which (A) by virtue of the law of a relevant territory, is 

resident in the relevant territory for the purposes of tax, and that relevant 

territory imposes a tax that generally applies to interest receivable in that 

relevant territory by companies from sources outside that relevant territory 

or (B) is incorporated in the United States and subject to United States 

federal income tax on its worldwide income, and (2) which does not receive 

payments hereunder in connection with a trade or business which is carried 

on in Ireland by it through a branch or agency, and, in this context, "relevant 

territory" means (i) a Member State of the European Communities (other 

than Ireland); (ii) not being such a Member State, a territory with which 

Ireland has a double taxation treaty in force; or (iii) not being a territory 

referred to in (i) or (ii), a territory with which Ireland has signed a double 

taxation treaty which upon completion of the necessary procedures will 

come into force; or 

(b) a company and (1) the interest, if any, payable to it hereunder, is exempted 

from the charge to income tax under a double taxation treaty in force 

between Ireland and another territory, or would be exempted from the 

charge to income tax if a double taxation treaty made between Ireland and 

another territory on or before the date of payment, but not yet in force, had 

the force of law when the interest was paid, and (2) it does not receive 

payments hereunder in connection with a trade or business which is carried 

on in Ireland by it through a branch or agency; and 

(2) Under the laws of a relevant territory (as defined in (1)(a) above), payments made by 

Counterparty under this Agreement will be subject, without reduction computed by 
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reference to the amount of such payment, to a tax in that relevant territory which 

generally applies to profits, income or gains received in that relevant territory, by 

persons, from sources outside that territory. 

(3)        It has not and will not perform any services related to the Facility within the United 

States and shall not execute any documents related to the Facility within the United 

States. 

(4)      MS is acquiring economic exposure to the Reference Obligations through a total return 

swap, rather than through a direct ownership interest in the Reference Obligations 

(and financing with one or more repurchase agreements or other debt instruments), 

with no purpose of tax avoidance. 

Additional Agreements 

In addition 

(1) Notwithstanding any other provision of this Confirmation or any other agreement 

between the parties to the contrary (including agreements to which this Confirmation 

is subject) (i) any payments of the Floating Rate Payer Payments shall be net of U.S. 

withholding taxes and (ii) Counterparty shall indemnify MS for any U.S. 

withholding taxes imposed on MS in respect of the Floating Rate Payer Payments.  

(2) If at any time the Swap Counterparty decides that the CSA (in respect of any TRS 

Transaction or FX Forward) is in a form that does not comply with any applicable 

margin regulations, the Issuer and the Swap Counterparty shall use all reasonable 

endeavours to amend each such CSA and/or Swap Agreement in order  to comply 

with such regulations and additional agreements may be entered into between the 

parties to effect such amendment and compliance with the applicable margin 

regulations, provided, however, Standard & Poor's Rating Services shall have 

confirmed that any such amendment or additional agreement will not negatively 

impact the then rating of the Notes.    

(3) In the event that Floating Rate Payer sells to Total Return Payer any asset Equivalent 

to an RO relating to a TRS Transaction (to enable Total Return Payer to hedge its 

obligations under the relevant TRS Transaction or otherwise), Floating Rate Payer 

represents that it intends to transfer full legal title to such asset so transferred to Total 

Return Payer free and clear of any security interest, lien or encumbrance.  

(4) In the event that Total Return Payer acquires any RO relating to a TRS Transaction 

(to hedge its obligations under the relevant TRS Transaction or otherwise), the Total 

Return Payer and the Floating Rate Payer agree that the relevant TRS Transaction is 

intended to be treated as not transferring any interest in any RO to Floating Rate 

Payer nor establishing a partnership, agency relationship or any business entity with 

the Floating Rate Payer for all purposes, including tax purposes. 

(5) The Floating Rate Payer shall not have any rights to information regarding the RO, if 

any, received by the Total Return Payer and the Total Return Payer may deal with 

the RO without taking account of the Floating Rate Payer’s interests or concerns.  

The Floating Rate Payer does not have a current ownership or security interest in any 

RO owned by the Total Return Payer during the term of this Transaction.  To the 

extent that, in any relevant proceeding or under any applicable law, the Floating Rate 

Payer shall have the right to marshal, to appoint a receiver over, or otherwise to have 

recourse to, any interest in any RO owned by the Total Return Payer, the Floating 

Rate Payer nevertheless waives, and agrees not to enforce, such right.  
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(6)      The Total Return Payer and the Floating Rate Payer agree that each relevant TRS 

Transaction is intended to be treated as a "notional principal contract" for U.S. 

federal income tax purposes.   

(7) The terms of this Confirmation and the other Trade Documents shall be construed to 

further the intentions of the parties set out in (3) through (6), above. 

Additional Obligations of the Counterparty 

(1) The Counterparty shall, contemporaneously with entering into this agreement, make 

(and not revoke) an election, on IRS Form 8832, to be characterized as a disregarded 

entity for U.S federal income tax purposes.  

(2) The Counterparty shall restrict transfers of its Notes to transfers in whole and not in 

part.   

(3) The Counterparty shall require that each person that acquires a Note or a beneficial 

interest therein will be deemed to have represented that it is providing financing 

through an indirect ownership interest in the Reference Obligations and a total return 

swap, rather than financing through one or more repurchase agreements or other debt 

instruments, with no purpose of tax avoidance. 

(4) The Counterparty shall require that each person that acquires a Note or a beneficial 

interest therein will be deemed to have represented, for U.S federal income tax 

purposes, (i) it will treat the Notes as equity in (and not as indebtedness of) the 

Issuer, (ii) it will treat the Issuer as a disregarded entity, and (iii) it will treat the 

Swap Agreement as a notional principal contract. 

(5) The Counterparty shall require the holder and beneficial owner of its Notes to 

provide it and the Swap Counterparty with a letter containing U.S tax representations 

and U.S. tax identification and certifications (generally on IRS Forms W-9 or W-

8BEN-E) as provided in Appendix A of Annex 3 of the Applicable Supplement. 

Yours sincerely 

MORGAN STANLEY & CO. INTERNATIONAL PLC 

By:_________________________  

Name:  

Title:  

Confirmed as of the date first written above:    

OWL'S HEAD I 2018 FUNDING DAC   

By:_________________________  

Name:  

Title:
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APPENDIX 1 

TRS TRANSACTIONS 

The following tables provide information in respect of the assets expected to be purchased by the Issuer a third party in connection with the Notes. 

 

TRS 

Transaction 

ID 

RO Referenc

e Entity  

Guarantor/

Insurer 

RO 

Curren

cy 

Effective 

Date 

Initial 

FX 

Rate 

Transacti

on 

Terminati

on Date 

Initial 

Notiona

l 

Amount 

Credit 

Ratin

g  

Initia

l 

Price 

ISIN Initial IA 

Percentage 

Initial 

Facto

r   

RO Scheduled 

Payment Dates 

1               

2               

3               
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APPENDIX 2 

PORTFOLIO SUBSTITUTION ELIGIBILITY CRITERIA 

Each new RO must satisfy the following criteria on the Trade Date of the relevant TRS: 

The Floating Rate Payer, or its affiliates, may not have issued or guaranteed the RO.  

The RO satisfies the Generic Criteria. 

As of the Trade Date and Effective Date, payments in respect of the RO would be made to MS without any deduction or 

withholding for or on account of any taxes if it was the legal or beneficial owner of the RO.   

Generic Criteria: 

(i) The RO is a payment obligation that by its terms converts into cash within a finite time period based on a 

principal balance or other payable amount that may not be reduced as a result of the occurrence or non-

occurrence of any event or circumstance (other than payment), provided that such obligation may be subject to 

customary limited recourse provisions.   

(ii) The RO is capable of being subject to a first fixed charge under English law; 

(iii) The RO is capable of being sold, assigned or participated to the Total Return Payer and is capable of being 

sold, assigned or participated by the Total Return Payer without any breach of applicable selling restrictions or 

of any contractual provisions or of any legal or regulatory requirements and the Total Return Payer does not 

require any authorisations, consents approvals or filings (other than such as have been obtained or effected) as 

a result of or in connection with any such sale, assignment or participation under any applicable law; 

(iv) The RO does not result in the imposition of any present or future, actual or contingent, monetary liabilities or 

obligations (including any tax liability or obligation) of the holder thereof (which, for the avoidance of doubt, 

is the case for a Revolver a portion of which remains undrawn) other than those (i) which may arise at its 

option; or (ii) which are fully funded; 

(v) the ownership of such obligation by the Total Return Payer would not violate any applicable law, rule or 

regulation;  

(vi) such obligation must be a "qualifying asset" within the meaning of section 110(1) of the Taxes Consolidation 

Act, 1997 (the TCA) and must not be a "specified mortgage" within the meaning of section 110 (5A) of the 

TCA, units in an IREF within the meaning of Chapter 1B of Part 27 of the TCA or shares that derive their 

value from, or the greater part of their value from, directly or indirectly, Irish land; and 

(vii) Such obligation is a security and not a loan.  
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APPENDIX 3 

MINIMUM IA PERCENTAGES 

 

Cash 

IA Percentage = 0% 

 

Central government, Government agency, Regional and local government (EEA or non-EEA G10 countries)  

IA Percentage = 0%  

 

Central government, Government agency, Regional and local government (non-EEA or non-G10 countries)  

IA Percentage = 0%  

 

Investment Grade Corporate Bonds  

IA Percentage = 5.25%  

 

Non-Investment Grade Corporate Bonds  

IA Percentage = 10%  

 

Investment Grade Municipal Bonds  

IA Percentage = 5.25%  

 

Non-Investment Grade Municipal Bonds  

IA Percentage = 10%  

 

RMBS  

IA Percentage = 5.25%  

 

CMBS  

IA Percentage = 10%  

 

Asset Backed Securities  

IA Percentage = 10%  

 

CLOs (A- and higher)  

IA Percentage = 5.25%  

 

CLOs (BBB+ and lower)  

IA Percentage = 10%  

 

Loans  

IA Percentage = 10% 

 

Other Assets  

IA Percentage = as agreed from time to time by the counterparties  

 

Seniority 

An additional 5% IA requirement will be applied on the absolute value of the subset of the Portfolio consisting of assets 

of subordinated debt. 
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APPENDIX 4 

FORM OF PORTFOLIO ADJUSTMENT NOTICE 

 

Portfolio Adjustment Notice 

 

Dear Sirs,  

  

We refer to the Confirmation dated [] with reference number [ Reference Number], between Owl's Head I 2018 

Funding DAC (Total Return Payer), and Morgan Stanley & Co. International plc (the Floating Rate Payer) relating to a 

TRS Facility (the TRS Facility Confirmation). This notice constitutes a Portfolio Adjustment Notice for the purposes of 

the TRS Facility Confirmation.   

The terms of the transaction are as follows: 

Trade Date: [] 

[Effective Date of Portfolio Adjustment]: [] [(anticipated and subject to change)] 

RO: [] 

CUSIP/ISIN (if applicable): [] 

Reference Entity: [] 

Insurer or Guarantor (if applicable): [] 

RO Currency: [] 

Initial Notional Amount: [RO Currency  []] 

[Initial/Final] Price: [] 

[Initial] Factor:  [] 

Initial FX Rate: [] 

[Transaction Termination Date []] 

Credit Rating [] 

[Initial IA Percentage []] 

RO Scheduled Payment Dates [] 

[Terminated Notional Amount ] [] 

Applicable Credit Events [] 

 

[As a result of the Portfolio Adjustment, the Notional Amount will be, as of the date the Portfolio Adjustment becomes 

effective, []] 

 

Yours faithfully 

Morgan Stanley & Co. International plc 
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APPENDIX 5 

FORM OF FX FORWARD 

DATE:  [ ] 

TO:  Owl's Head I 2018 Funding DAC (Counterparty) 

FROM:  Morgan Stanley & Co. International plc (MS) 

SUBJECT:  Form of FX Forward 

MS Ref Numbers:  [ ]  

Unique Swap Identifier (USI): [ ] 

The purpose of this communication (this Confirmation) is to set forth the terms of each foreign exchange forward 

transaction (FX Forward) with respect to each RO denominated in a currency other than the USD (the Transaction).  

This communication constitutes a Confirmation as referred to in the Master Agreement specified below. This 

communication supersedes all prior communications regarding the Facility. 

This Confirmation is subject to, and incorporates, the 2006 ISDA Definitions (the Definitions), as published by the 

International Swaps and Derivatives Association, Inc. (ISDA).  In the event of any inconsistency between the 

Definitions and this Confirmation, this Confirmation will govern. Terms used herein but otherwise not defined here in 

shall have the same meanings as ascribed thereto in the Terms and Conditions of the Notes and TRS Facility relating to 

Owl's Head I 2018 Funding DAC Series 2018-1.   

This Confirmation supplements, forms a part of, and is subject to, the ISDA Master Agreement dated as of the Issue 

Date  (including the Schedule thereto and the Credit Support Annex (the CSA)), each as amended or replaced from time 

to time (the Agreement) between MS and Counterparty. 

All provisions contained in, or incorporated by reference into the Agreement will govern this Confirmation except as 

expressly modified herein. In the event of any inconsistency between this Confirmation and the Definitions the Master 

Agreement or another Confirmation, as the case may be, this Confirmation will prevail for the purpose of the Facility 

and each Transaction to which this Confirmation relates. 

 

Prior to entering into each Offsetting Forward and each new FX Forward relating to acquisition of a new asset requiring 

entry into such Offsetting Forward, the Swap Calculation Agent shall ensure that upon the expiration of all the 

outstanding FX Forwards, the Issuer shall receive an amount equal to the Principal Amount of the Notes.  If, prior to 

entry into any FX Forward, the Swap Calculation Agent determines that the aggregate amounts payable by MS shall be 

less than the Principal Amount of the Notes upon expiration of all the outstanding FX Forwards (taking into account of 

any new FX Forward being considered), then no such FX Forward may be entered into. 

 

Each Non-USD RO FX Forward shall be on the below terms:    

 

1. General Terms 

RO  A RO that is denominated in a currency other than USD 

Related TRS Transaction The TRS Transaction relating to the same RO.  Terms that are not 

otherwise defined in this Non-USD RO FX Forward shall have the same 

meanings ascribed thereto under the Related TRS Transaction.  
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RO Currency [ ] 

Trade Date The date on which a Portfolio Adjustment Notice is sent by MS to add a 

RO in the Portfolio  

Effective Date  The Portfolio Adjustment Date on which the RO is added into the Portfolio.  

Notional Amount As of any date of determination, the Notional Amount of the TRS 

Transaction in respect of the same RO as of such date. 

Initial FX Rate The spot rate of exchange as of the Trade Date between the USD and RO 

Currency as of such date (expressed as an amount of RO Currency per unit 

of USD), determined by the Calculation Agent in a commercially 

reasonable manner.   

2. Forward Terms  

Forward Purchase and Sale 

 

On the Expiration Date, Counterparty shall purchase from MS an amount 

of USD equal to [ ], using the aggregate MS Interim Payment Amounts 

and/or the MS Final Payment Amount receivable by Counterparty under 

the Related TRS transaction. 

Expiration Date Scheduled Termination Date of the Related TRS Transaction.  

 

Each Offsetting Forward will be on the below terms:    

 

1. General Terms 

RO  A RO that is the subject of a Non-USD TRS that has terminated early 

Related TRS Transaction The Non-USD TRS that has terminated early 

RO Currency [ ] 

Trade Date The date the Related TRS Transaction is terminated early 

Effective Date  Trade Date 

Notional Amount The Notional Amount of the Related TRS Transaction 

Initial Offsetting FX Rate 1 / (Initial FX Rate of the related Non-USD RO FX Forward) 

2. Forward Terms  

Forward Purchase and Sale 

 

On the Expiration Date: 

(a) Counterparty shall pay any amount that is payable by MS under the 

related Non-USD RO FX Forward on such date; 

(b) MS shall pay any amount that is payable by Counterparty under the 

related Non-USD RO FX Forward on such date. 

Expiration Date Scheduled Termination Date of the Related TRS Transaction.  
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BOOK-ENTRY CLEARANCE PROCEDURES 

The information set out below has been obtained from sources that the Issuer believes to be reliable, but prospective 

investors are advised to make their own enquiries as to such procedures. In particular, such information is subject to any 

change in or interpretation of the rules, regulations and procedures of Euroclear or Clearstream, Luxembourg (together, 

the "Clearing Systems") currently in effect and investors wishing to use the facilities of any of the Clearing Systems 

are therefore advised to confirm the continued applicability of the rules, regulations and procedures of the relevant 

Clearing System. None of the Issuer, the Trustee, the Dealer or any Agent party to the Agency Agreement (or any 

Affiliate of any of the above, or any person by whom any of the above is controlled for the purposes of the Securities 

Act), will have any responsibility for the performance by the Clearing Systems or their respective direct or indirect 

participants or accountholders of their respective obligations under the rules and procedures governing their operations 

or for the sufficiency for any purpose of the arrangements described below. 

Euroclear and Clearstream, Luxembourg 

Euroclear and Clearstream, Luxembourg each hold securities for their customers and facilitate the clearance and 

settlement of securities transactions through electronic book entry transfer between their respective accountholders. 

Indirect access to Euroclear and Clearstream, Luxembourg is available to other institutions which clear through or 

maintain a custodial relationship with an accountholder of either system. Euroclear and Clearstream, Luxembourg 

provide various services including safekeeping, administration, clearance and settlement of internationally traded 

securities and securities lending and borrowing. Euroclear and Clearstream, Luxembourg also deal with domestic 

securities markets in several countries through established depositary and custodial relationships. Euroclear and 

Clearstream, Luxembourg have established an electronic bridge between their two systems across which their 

respective customers may settle trades with each other. Their customers are worldwide financial institutions including 

underwriters, securities brokers and dealers, banks, trust companies and clearing corporations. Investors may hold their 

interests in a global certificate (a Global Note) directly through Euroclear or Clearstream, Luxembourg if they are 

accountholders ("Direct Participants") or indirectly ("Indirect Participants" and together with Direct Participants, 

"Participants") through organisations which are accountholders therein. 

Book Entry Ownership 

Euroclear and Clearstream, Luxembourg 

The Global Note will have an ISIN and a Common Code and will be deposited with a common depositary on behalf of, 

Euroclear and Clearstream, Luxembourg. 

Relationship of Participants with Clearing Systems 

Each of the persons shown in the records of Euroclear or Clearstream, Luxembourg as the holder of a Note represented 

by a Global Certificate must look solely to Euroclear or Clearstream, Luxembourg (as the case may be) for his share of 

each payment made by the Issuer to the holder of such Global Note and in relation to all other rights arising under the 

Global Note, subject to and in accordance with the respective rules and procedures of Euroclear or Clearstream, 

Luxembourg. The Issuer expects that, upon receipt of any payment in respect of Notes represented by a Global Note, 

the common depositary by whom such Note is held, or nominee in whose name it is registered, will immediately credit 

the relevant Participants' or accountholders' accounts in the relevant Clearing System with payments in amounts 

proportionate to their respective beneficial interests in the principal amount of the relevant Global Note as shown on the 

records of the relevant Clearing System or its nominee. The Issuer also expects that payments by Direct Participants in 

any Clearing System to owners of beneficial interests in any Global Note held through such Direct Participants in any 

Clearing System will be governed by standing instructions and customary practices. Save as aforesaid, such persons 

shall have no claim directly against the Issuer in respect of payments due on the Notes for so long as the Notes are 

represented by such Global Note and the obligations of the Issuer will be discharged by payment to the registered 

holder, as the case may be, of such Global Note in respect of each amount so paid. None of the Issuer, the Trustee or 

any Agent will have any responsibility or liability for any aspect of the records relating to or payments made on account 
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of ownership interests in any Global Note or for maintaining, supervising or reviewing any records relating to such 

ownership interests. 

Settlement and Transfer of Notes 

Subject to the rules and procedures of each applicable Clearing System, purchases of Notes held within a Clearing 

System must be made by or through Direct Participants, which will receive a credit for the Notes on the Clearing 

System's records. The ownership interest of each actual purchaser of each such Note (the "Beneficial Owner") will in 

turn be recorded on the Direct and Indirect Participant’s records. Beneficial Owners will not receive written 

confirmation from any Clearing System of their purchase, but Beneficial Owners are expected to receive written 

confirmations providing details of the transaction, as well as periodic statements of their holdings, from the Direct or 

Indirect Participant through which such Beneficial Owner entered into the transaction. Transfers of ownership interests 

in Notes held within the Clearing System will be effected by entries made on the books of Participants acting on behalf 

of Beneficial Owners. Beneficial Owners will not receive certificates representing their ownership interests in the 

Notes, unless and until interests in any Global Note held within a Clearing System is exchanged for Definitive 

Certificates. 

No Clearing System has knowledge of the actual Beneficial Owners of the Notes held within such Clearing System and 

their records will reflect only the identity of the Direct Participants to whose accounts the Notes are credited, which 

may or may not be the Beneficial Owners. The Participants will remain responsible for keeping account of their 

holdings on behalf of their customers. Conveyance of notices and other communications by the Clearing Systems to 

Direct Participants, by Direct Participants to Indirect Participants, and by Direct Participants and Indirect Participants to 

Beneficial Owners will be governed by arrangements among them, subject to any statutory or regulatory requirements 

as may be in effect from time to time. 

Trading between Euroclear and/or Clearstream, Luxembourg Participants 

Secondary market sales of book entry interests in the Notes held through Euroclear or Clearstream, Luxembourg to 

purchasers of book entry interests in the Notes held through Euroclear or Clearstream, Luxembourg will be conducted 

in accordance with the normal rules and operating procedures of Euroclear and Clearstream, Luxembourg and will be 

settled using the procedures applicable to conventional eurobonds. 
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TAX CONSIDERATIONS 

1. General 

Purchasers of Notes may be required to pay stamp taxes and other charges in accordance with the laws and 

practices of the country of purchase in addition to the issue price of each Note. 

Potential purchasers who are in any doubt about their tax position on purchase, ownership, transfer or exercise 

of any Note should consult their own tax advisers. In particular, no representation is made as to the manner in 

which payments under the Notes would be characterised by any relevant taxing authority. Potential investors 

should be aware that the relevant fiscal rules or their interpretation may change, possibly with retrospective 

effect, and that this summary is not exhaustive. This summary does not constitute legal or tax advice or a 

guarantee to any potential investor of the tax consequences of investing in the Notes. 

2. Irish Taxation 

Introduction 

The following is a summary of the principal Irish tax consequences for individuals and companies of 

ownership of the Notes based on the laws and practice of the Irish Revenue Commissioners currently in force 

in Ireland and may be subject to change.  It deals with Noteholders who beneficially own their Notes as an 

investment.  Particular rules not discussed below may apply to certain classes of taxpayers holding Notes, such 

as dealers in securities, trusts etc.  The summary does not constitute tax or legal advice and the comments 

below are of a general nature only.  Prospective investors in the Notes should consult their professional 

advisers on the tax implications of the purchase, holding, redemption or sale of the Notes and the receipt of 

interest thereon under the laws of their country of residence, citizenship or domicile. 

Taxation of Noteholders  

Withholding Tax 

In general, tax at the standard rate of income tax (currently 20 per cent.) is required to be withheld from 

payments of Irish source interest which should include interest or premium payable on the Notes.  References 

in this disclosure to "interest" payable on the Notes shall also include premium payable on the Notes. 

The Issuer will not be obliged to make a withholding or deduction for or on account of Irish income tax from a 

payment of interest on a Note so long as the interest paid on the relevant Note does not come within the 

Deductibility of Interest rules (discussed below) and falls within one of the following categories: 

1. Interest paid on a quoted Eurobond: The Issuer will not be obliged to make a withholding or 

deduction for or on account of Irish income tax from a payment of interest on a Note where: 

(a) the Notes are quoted Eurobonds i.e. securities which are issued by a company (such as the 

Issuer), which are listed on a recognised stock exchange (such as the Irish Stock Exchange) 

and which carry a right to interest; and 

(b) the person by or through whom the payment is made is not in Ireland, or if such person is in 

Ireland, either: 

(i) the Notes are held in a clearing system recognised by the Irish Revenue 

Commissioners (Euroclear and Clearstream, Luxembourg are, amongst others, so 

recognised); or 
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(ii) the person who is the beneficial owner of the Note and who is beneficially entitled 

to the interest is not resident in Ireland and has made a declaration to a relevant 

person (such as a paying agent located in Ireland) in the prescribed form; and 

(c) one of the following conditions is satisfied: 

(i) the Noteholder is resident for tax purposes in Ireland; or 

(ii) the Noteholder is subject, without any reduction computed by reference to the 

amount of such interest, premium or other distribution, to a tax in a relevant 

territory which generally applies to profits, income or gains received in that 

territory, by persons, from sources outside that territory; or 

(iii) the Noteholder is not a company which, directly or indirectly, controls the Issuer, is 

controlled by the Issuer, or is controlled by a third company which also directly or 

indirectly controls the Issuer, and neither the Noteholder, nor any person connected 

with the Noteholder, is a person or persons: 

(A) from whom the Issuer has acquired assets; 

(B) to whom the Issuer has made loans or advances; or 

(C) with whom the Issuer has entered into a swap agreement,  

in each case where the aggregate value of such assets, loans, advances or swap 

agreements represents not less than 75 per cent. of the assets of the Issuer; or 

(iv) at the time of issue of the Notes, the Issuer was not in possession, or aware, of any 

information which could reasonably be taken to indicate whether or not the 

beneficial owner of the Notes would be subject to tax on any interest payments, 

where the term: 

"relevant territory" means a member state of the European Union (other than Ireland) or a country 

with which Ireland has signed a double tax treaty ("Relevant Territory"); and 

"swap agreement" means any agreement, arrangement or understanding that— 

(I) provides for the exchange, on a fixed or contingent basis, of one or more payments based on 

the value, rate or amount of one or more interest or other rates, currencies, commodities, 

securities, instruments of indebtedness, indices, quantitative measures, or other financial or 

economic interests or property of any kind, or any interest therein or based on the value 

thereof, and 

(II) transfers to a person who is a party to the agreement, arrangement or understanding or to a 

person connected with that person, in whole or in part, the financial risk associated with a 

future change in any such value, rate or amount without also conveying a current or future 

direct or indirect ownership interest in an asset (including any enterprise or investment pool) 

or liability that incorporates the financial risk so transferred. 

Thus, so long as the Notes continue to be quoted on the Irish Stock Exchange, are held in Euroclear and/or 

Clearstream, Luxembourg, and one of the conditions set out in paragraph 1(c) above is met, interest on the 

Notes can be paid by any paying agent acting on behalf of the Issuer free of any withholding or deduction for 

or on account of Irish income tax.  If the Notes continue to be quoted but cease to be held in a recognised 
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clearing system, interest on the Notes may be paid without any withholding or deduction for or on account of 

Irish income tax provided such payment is made through a paying agent outside Ireland and one of the 

conditions set out in paragraph 1(c) above is met. 

2. Interest paid on a wholesale debt instrument: A "wholesale debt instrument" includes commercial 

paper (as defined in Section 246A(1) of the Taxes Consolidation Act of Ireland 1997, as amended 

("TCA")).  In that context "commercial paper" means a debt instrument, either in physical or 

electronic form, relating to money in any currency, which is issued by a financial institution, or a 

company that is not a financial institution, recognises an obligation to pay a stated amount, carries a 

right to interest or is issued at a discount or at a premium, and matures within 2 years.  The exemption 

from Irish withholding tax applies if: 

(a) the wholesale debt instrument is held in a recognised clearing system (Euroclear and 

Clearstream, Luxembourg are, amongst others, so recognised); and 

(b) the wholesale debt instrument is of an approved denomination; and in this context an 

approved denomination means a denomination of not less than: 

(i) in the case of an instrument denominated in euro, €500,000; 

(ii) in the case of an instrument denominated in United States Dollars, US$500,000; or 

(iii) in the case of an instrument denominated in a currency other than euro or United 

States Dollars, the equivalent in that other currency of €500,000 (using the 

conversion rate applicable at the time the programme under which the instrument is 

to be issued is first publicised); and 

(iv) one of the conditions in paragraph 1(c) is satisfied. 

3. Interest paid by a qualifying company to certain non-residents: If, for any reason, the exemptions 

referred to above cease to apply, interest payments may still be made free of withholding tax provided 

that: 

(a) the Issuer remains a "qualifying company" as defined in Section 110 of the TCA (a 

"Qualifying Company") and, the Noteholder is a person which is resident in a Relevant 

Territory, and, where the recipient is a company, the interest is not paid to it in connection 

with a trade or business carried on by it in Ireland through a branch or agency.  The test of 

residence is determined by reference to the law of the Relevant Territory in which the 

Noteholder claims to be resident.  The Issuer must be satisfied that the terms of the 

exemption are satisfied; and 

(b) one of the following conditions is satisfied: 

(i) the Noteholder is a pension fund, government body or other person (which satisfies 

paragraph 1(c)(iii) above), which is resident in a Relevant Territory and which, 

under the laws of that territory, is exempted from tax that generally applies to 

profits, income or gains in that territory and which is not a company which, directly 

or indirectly, controls the Issuer, is controlled by the Issuer, or is controlled by a 

third company which also directly or indirectly controls the Issuer, and neither the 

holder of the Notes, nor any person connected with the holder of the Notes, is a 

person or persons: (a) from whom the Issuer has acquired assets; (b) to whom the 

Issuer has made loans or advances; or (c) with whom the Issuer has entered into a 

swap agreement, where the aggregate value of such assets, loans, advances or swap 

agreements represents not less than 75 per cent. of the assets of the Issuer; or 
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(ii) the Noteholder, in respect of such interest, is subject, without any reduction 

computed by reference to the amount of such interest or other distribution, to a tax 

in a Relevant Territory which generally applies to profits, income or gains received 

in that territory, by persons, from sources outside that territory. 

The Issuer must be satisfied that the respective terms of the exemptions are satisfied.  The test of residence in 

each case is determined by reference to the law of the Relevant Territory in which the recipient claims to be 

resident.   

For other Noteholders, interest may be paid free of withholding tax if the Noteholder is resident in a double tax 

treaty country and under the relevant provisions of the tax treaty with Ireland such Noteholder is exempt from 

Irish tax on the interest and clearance in the prescribed form has been received by the Issuer before the interest 

is paid. 

Deductibility of Interest 

Rules contained in the Finance Act 2016 and Finance Act 2017 restrict deductibility of interest paid by a 

Qualifying Company (such as the Issuer) that is profit dependent or exceeds a reasonable commercial return to 

the extent that the interest is associated with the business of a Qualifying Company of holding "specified 

mortgages", units in an IREF (being a specific form of investment undertaking within the meaning of Chapter 

1B of Part 27 of the TCA) or shares that derive their value from, or the greater part of their value from, Irish 

land, subject to a number of exceptions. A "specified mortgage" for this purpose is (a) a loan which is secured 

on, and which derives its value from, or the greater part of its value from, directly or indirectly, Irish land, or  

(b) a ‘specified agreement’ (effectively a profit-dependent derivative) which derives all of its value, or the 

greater part of its value, directly or indirectly, from Irish land or a loan to which (a) applies, or (c) the portion 

of a ‘specified security’ (essentially a security in respect of which, if the Finance Act 2016 and Finance Act 

2017 rules did not apply, payments on that security would be deductible under section 110 of the TCA), is 

attributable to the specified property business in accordance with these rules. The legislation treats the holding 

of such specified assets as a separate business to the rest of the Qualifying Company’s activities.  The 

Qualifying Company is taxed on any profit that is attributable to that business at 25 per cent. and any such 

interest that is profit dependent or exceeds a reasonable commercial return is not deductible, subject to a 

number of exceptions, and potentially subject to Irish withholding tax at 20 per cent.  

Accordingly, on the basis that the Issuer has not acquired and will not acquire "specified mortgages" for the 

purposes of section 110 of the TCA, units in an IREF (being a specific form of investment undertaking within 

the meaning of Chapter 1B of Part 27 of the TCA) or shares that derive their value from, or the greater part of 

their value from, Irish land, these rules should not apply to this transaction.  

Encashment Tax 

Irish tax will be required to be withheld at the standard rate of income tax (currently 20 per cent.) from interest 

on any Note, where such interest is collected or realised by a bank or other agent in Ireland on behalf of any 

Noteholder.  Encashment tax does not apply where the Noteholder is not resident in Ireland and has made a 

declaration to this effect in the prescribed form to the agent or bank. 

Income Tax, PRSI and Universal Social Charge 

Notwithstanding that a Noteholder may receive interest or premium on the Notes free of Irish withholding tax, 

the Noteholder may still be liable to pay Irish income tax (and in the case of individuals, the universal social 

charge and social insurance (PRSI)) on such interest if (i) such interest has an Irish source, (ii) the Noteholder 

is resident or, in the case of a person other than a body corporate ordinarily resident in Ireland for tax purposes 

(in which case there would also be PRSI liability for an individual in receipt of interest on the Notes), or (iii) 

the Notes are attributed to a branch or agency in Ireland.  . 
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Interest paid on the Notes may have an Irish source and therefore may be within the charge to Irish income tax.  

In the case of Noteholders who are non-resident individuals such Noteholders may also be liable to pay the 

universal social charge in respect of interest they receive on the Notes. 

Ireland operates a self-assessment system in respect of income tax and any person, including a person who is 

neither resident nor ordinarily resident in Ireland, with Irish source income comes within its scope. 

There are a number of exemptions from Irish income tax available to certain non-residents.  Firstly, interest 

payments made by the Issuer are exempt from income tax so long as the Issuer is a qualifying company for the 

purposes of Section 110 of the TCA, the recipient is not resident in Ireland and is resident in a Relevant 

Territory and the interest is paid out of the assets of the Issuer.  Secondly, interest payments made by the Issuer 

in the ordinary course of its trade or business to a company are exempt from income tax provided the recipient 

company is not resident in Ireland and is either resident for tax purposes in a Relevant Territory which imposes 

a tax that generally applies to interest receivable in that territory by companies from sources outside that 

territory or the interest is exempted from the charge to Irish income tax under the terms of a double tax 

agreement which is either in force or which will come in to force once all ratification procedures have been 

completed.  Thirdly, interest paid by the Issuer free of withholding tax under the quoted Eurobond exemption 

or under the wholesale debt instrument exemption is exempt from income tax, where the recipient is a person 

not resident in Ireland and resident in a Relevant Territory or is a company not resident in Ireland which is 

under the control, whether directly or indirectly, of person(s) who by virtue of the law of a Relevant Territory 

are resident for the purposes of tax in a Relevant Territory and is not under the control of person(s) who are not 

so resident or is a company not resident in Ireland where the principal class of shares of the company or its 

75% parent is substantially and regularly traded on a recognised stock exchange.  For the purposes of these 

exemptions and where not specified otherwise, residence is determined under the terms of the relevant double 

taxation agreement or in any other case, the law of the country in which the recipient claims to be resident.  

Interest falling within the above exemptions is also exempt from the universal social charge. 

Notwithstanding these exemptions from income tax, a corporate recipient that carries on a trade in Ireland 

through a branch or agency in respect of which the Notes are held or attributed, may have a liability to Irish 

corporation tax on the interest. 

Relief from Irish income tax may also be available under the specific provisions of a double tax treaty between 

Ireland and the country of residence of the recipient. 

Interest on the Notes which does not fall within the above exemptions may be within the charge to Irish 

income tax, and, in the case of Noteholders who are individuals, the charge to the universal social charge.  In 

the past the Irish Revenue Commissioners have not pursued liability to income tax in respect of persons who 

are not regarded as being resident in Ireland except where such persons have a taxable presence of some sort in 

Ireland or seek to claim any relief or repayment in respect of Irish tax.  However, there can be no assurance 

that the Irish Revenue Commissioners will apply this treatment in the case of any Noteholder. 

Capital Gains Tax 

A holder of Notes will not be subject to Irish tax on capital gains on a disposal of Notes unless such holder is 

either resident or ordinarily resident in Ireland or carries on a trade in Ireland through a branch or agency in 

respect of which the Notes were used or held or, in the case of Notes which derive more than 50 per cent. of 

their value from Irish real estate, mineral rights or exploration rights, unless the Notes cease to be quoted on a 

stock exchange.  

Capital Acquisitions Tax 

A gift or inheritance of Notes will be within the charge to capital acquisitions tax (which subject to available 

exemptions and reliefs will be levied at 33 per cent.), if either (i) the disponer or the donee/successor in 

relation to the gift or inheritance is resident or ordinarily resident in Ireland (or, in certain circumstances, if the 
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disponer is domiciled in Ireland irrespective of his residence or that of the donee/successor) on the relevant 

date or (ii) if the Notes are regarded as property situate in Ireland (i.e. if the Notes are physically located in 

Ireland or if the register of the Notes is maintained in Ireland). 

Stamp Duty 

No stamp duty or similar tax is imposed in Ireland (on the basis of an exemption provided for in Section 

85(2)(c) to the Irish Stamp Duties Consolidation Act, 1999), on the issue, transfer or redemption of the Notes, 

provided that the Issuer is a qualifying company for the purposes of Section 110 of the TCA and the proceeds 

of the Notes are used in the course of the Issuer's business.  

4. Foreign Account Tax Compliance Act of the United States 

Pursuant to provisions of U.S. law commonly known as FATCA, a "foreign financial institution" may be 

required to withhold on certain payments it makes ("foreign passthru payments") to persons that fail to meet 

certain certification, reporting, or related requirements. The Issuer may be treated as a foreign financial 

institution for these purposes. A number of jurisdictions (including Ireland) have entered into, or have agreed 

in substance to, intergovernmental agreements with the United States to implement FATCA ("IGAs"), which 

modify the way in which FATCA applies in their jurisdictions. Under the provisions of IGAs as currently in 

effect, a foreign financial institution in an IGA jurisdiction would generally not be required to withhold under 

FATCA or an IGA from payments that it makes. Certain aspects of the application of the FATCA provisions 

and IGAs to instruments such as the Notes, including whether withholding would ever be required pursuant to 

FATCA or an IGA with respect to payments on instruments such as the Notes, are uncertain and may be 

subject to change. In the event any withholding would be required pursuant to FATCA or an IGA with respect 

to payments on the Notes, no person will be required to pay additional amounts as a result of the withholding. 

Each Noteholder may be required to provide certifications and identifying information about itself and its 

owners (or beneficial owners) in order to enable the Issuer (or an intermediary) to identify and report on the 

Noteholder and certain of the Noteholder's direct and indirect U.S. beneficial owners to the U.S. Internal 

Revenue Service or an Irish tax authority. FATCA is particularly complex and its application is uncertain at 

this time. The above description is based in part on regulations, official guidance and model IGAs, all of which 

are subject to change or may be implemented in a materially different form. Prospective investors should 

consult their tax advisers on how these rules may apply to the Issuer and to payments they may receive in 

connection with the Notes.  

5. United States Federal Income Taxation  

Suitability 

The Notes are not suitable investments for (and the following discussion does not address) (i) individuals 

and entities that do not hold them in connection with a trade or business or (ii) investors that are subject 

to tax on unrelated business taxable income. 

General 

The following summary is based on U.S. federal income tax laws, regulations, rulings and decisions in effect 

on the date of this initial issuance of the Notes.  All of the following are subject to change, which change may 

apply retroactively and could affect the continued validity of this summary.  This summary is included herein 

for general information only.  Prospective purchasers of the Notes should consult their own tax advisors as to 

U.S. federal income tax consequences of the purchase, ownership and disposition of the Notes and the possible 

application of state, local, foreign or other tax laws. 

The following is a summary of certain of the United States federal income tax consequences of an investment 

in the Notes by investors that are United States persons for U.S. federal income tax purposes and that are 

corporations or otherwise hold their Notes in connection with a trade or business and that acquire their Notes 
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in their initial offering.  This discussion does not purport to address all aspects of U.S. federal income taxation 

that may be relevant to holders in light of their specific circumstances, nor to holders that are subject to special 

treatment under the U.S. federal income tax law.  Further, with a limited exception, this discussion does not 

address considerations that may be relevant to persons that are not United States persons for U.S. federal 

income tax purposes.  

No rulings from the Internal Revenue Service (the "IRS") or opinions of counsel have been or will be sought 

with respect to the matters discussed below.  There can be no assurance that the IRS will not take a different 

position concerning the tax consequences of the purchase, ownership or disposition of the Notes or that any 

such position would not be sustained by a court of competent jurisdiction. 

If a partnership (or an entity treated as a partnership for U.S. federal income tax purposes) holds a Note, the 

treatment of a beneficial owner of such entity generally will depend upon the status of the beneficial owner and 

the activities of the entity and such beneficial owner.  Any such entity and the beneficial owners thereof should 

consult with their own tax advisors about the U.S. federal income tax consequences of holding and disposing 

of such Notes. 

This discussion is not intended to be used, and may not be able to be used, by any person for the purpose of 

avoiding tax penalties that may be imposed under U.S. tax laws.  This discussion is provided in connection 

with the promotion or marketing of the Notes and is not tax advice.  Each taxpayer should seek advice based 

on the taxpayer's particular circumstances from an independent tax advisor concerning the potential tax 

consequences of an investment in the Notes. 

Characterization of the Notes and the Issuer 

Under the terms of the Notes, the "Holder" is required, for U.S. federal income tax purposes, (i) to treat the 

Notes as equity in (and not as indebtedness of) the Issuer, (ii) to treat the Issuer as a disregarded entity, and 

(iii) treat the Swap Agreement as a notional principal contract.  This approach is not binding on IRS and there 

can be no assurance that the IRS will not seek to recharacterize the Notes as indebtedness of Morgan Stanley 

or as some other type of financial instrument.  The balance of this discussion assumes that the characterizations 

of the Notes as equity, the Issuer as a disregarded entity, and the Swap Agreement as a notional principal 

contract will be respected. 

The Notes will not be characterized as indebtedness for U.S. federal income tax purposes.  Rather, with very 

limited exceptions, the Holder will be treated as the owner of the Issuer’s assets and the obligor with respect to 

the Issuer’s obligations and the separate existence of the Issuer will be disregarded.  Thus, the Holder will be 

treated as acquiring, holding, and disposing of the Reference Obligations at the same time that the Issuer 

acquires, holds, and disposes of them.  Accordingly, the Holder will realize income, deductions, gain and loss 

(which will be subject to the rules for timing and character and deferral and acceleration found in the Code) as 

if it held, owned, and disposed of the Reference Obligations (and other assets of the Issuer) directly.  Thus, 

income, deductions, gain or loss may be recognized by the Holder even though it has not disposed of any 

portion of its interest in the Notes.  Further, the timing, character, and source of income arising on the 

Reference Obligations that must recognized by the Holder will differ from the timing, character, and source 

that the Holder would recognize if the Notes were treated as indebtedness. 

Besides being treated as the owner of the Issuer’s assets, the Holder will be treated as if it entered into the 

Swap Agreement directly with the Swap Counterparty.  Under the terms of the Notes, the Holder is required to 

treat the Swap Agreement as a notional principal contract for federal income tax purposes.  This approach is 

not binding on the IRS and there can be no assurance that the IRS will not seek to recharacterize the Swap 

Agreement as some other type of financial instrument or transaction.  The balance of this discussion assumes 

that the characterizations of the Swap Agreement as a notional principal contract will be respected.  

Prospective investors should consult their own tax advisors regarding the consequences to them of being 

treated as entering into a notional principal contract.  Although the Swap Counterparty does not expect to treat 
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the addition, deletion, or substitution of a Reference Obligation as the reissuance for federal income tax 

purposes of the entire Swap Agreement, there can be no certainty that the IRS will agree with that position. 

Effects of Separate Treatment of the Reference Obligations and the Swap Agreement 

No representation is made that the Holder will be permitted to integrate the Reference Obligations and the 

Swap Agreement for U.S. federal income tax purposes under Treasury Regulation §1.1275-6 or otherwise.  No 

representation is made regarding whether section 451(b) of the Code (Inclusion Not Later Than For Financial 

Accounting Purposes) will apply to the Notes. 

There can be no assurance that income and gain on the Reference Obligations (or the Swap Agreement) that is 

economically offset by expenses and losses on the Swap Agreement (or the Reference Obligations) will offset 

each other (in timing, character, or otherwise) for U.S. federal income tax purposes. 

Prospective investors in the Notes should be aware that the Notes and the Swap Agreement may constitute in 

whole or in part, (i) positions in a straddle (within the meaning of section 1092 of the Code), (ii) a conversion 

transaction (within the meaning of section 1058 of the Code), or (iii) although unlikely, a constructive sale of 

an appreciated financial position (within the meaning of section 1059 of the Code).  

Tax Reporting and Withholding 

The Holder will be required to file annually an IRS Form 8858 (Information Return of U.S. Persons With 

Respect to Foreign Disregarded Entities). 

The Holder will be required to comply with U.S tax identification and certification requirements (generally by 

providing the Issuer with an IRS Form W-9) in order to receive payments free of US withholding taxes. 

Restrictions on Acquisitions and Transfers 

The Notes may not be sold (including to the initial Holder) other than in whole (and not in part). By acquiring 

the Notes or a beneficial interest therein (including through a clearing organization), the sole holder of the 

Notes (the "Holder") will be deemed to have made certain tax-related representations and covenants and will 

be required to provide the Issuer with a letter containing certain U.S tax representations and certain U.S. tax 

identifications and certifications (generally on an IRS Form W-9 or W-8BEN-E).  Failure to provide the letter 

of representations or forms may cause payments on the Notes to be subject to United States withholding tax or 

backup withholding tax. Neither the Issuer nor the Swap Counterparty is required to make any additional 

payments in the event any withholding taxes or backup withholding taxes apply.   

No Tax Avoidance Purpose; Other Deemed Representations 

Each person that acquires a Note or a beneficial interest therein will be deemed to have represented it is 

providing financing through an indirect ownership interest in the Reference Obligations and a total return 

swap, rather than financing through one or more repurchase agreements or other debt instruments, with no 

purpose of tax avoidance. 

Each person that acquires a Note or a beneficial interest therein also will be deemed to have represented that, 

for U.S federal income tax purposes, (i) it will treat the Notes as equity in (and not as indebtedness of) the 

Issuer, (ii) it will treat the Issuer as a disregarded entity, and (iii) it will treat the Swap Agreement as a notional 

principal contract. 

Investors that are not United States Persons for U.S. Federal Income Tax Purposes 

Subject to the rules relating to the Foreign Accounts Tax Compliance Act, described above under the caption 

"4. Foreign Account Tax Compliance Act of the United States," an investor that has no connections with the 
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United States other than holding an interest in the Notes generally will not be subject to U.S. withholding taxes 

or backup withholding taxes assuming (i) it complies with all U.S. tax identification and certification 

requirements and the requirements of Appendix A of Annex 3 of the Applicable Supplement and (ii) all 

representations it is deemed to make pursuant to the Applicable Supplement are true. 
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ERISA CONSIDERATIONS 

Section 406 of Employee Retirement Income Security Act of 1974, as amended ("ERISA") and Section 4975 

of the Internal Revenue Code prohibit transactions of a specified type between a benefit plan and a "party in 

interest" who is related in a specified manner to the benefit plan. Individual retirement accounts and tax-

qualified plans that provide deferred compensation to employees are also subject to these prohibited 

transaction rules unless they are maintained by a governmental employer, a non-U.S. plan or (in most cases) a 

religious organization.  Violation of these prohibited transaction rules may result in significant penalties.   

 Under a regulation issued by the United States Department of Labor (as modified by Section 3(42) of ERISA, 

the "Regulation"), the assets of the Issuer would be treated as plan assets of a benefit plan for the purposes of 

ERISA and the Code if the benefit plan acquired an "equity interest" in the Issuer and none of the exceptions to 

plan assets contained in the Regulation was applicable.  An equity interest is defined under the Regulation as 

an interest other than an instrument which is treated as indebtedness under applicable local law and which has 

no substantial equity features.  Although there is little guidance on the subject, assuming the Notes do not 

constitute debt for local law purposes, at the time of their issuance, such Notes should be treated as an equity 

interest in the Issuer for purposes of the Regulation.  

 Based on the foregoing, the Notes may not be acquired by or for the account of (a) an "employee benefit plan" 

as defined in ERISA and subject to Part 4 of Subtitle I of ERISA, (b) a "plan" as defined in and subject to 

Section 4975 of the Code, or (c) any entity whose underlying assets are deemed for purposes of ERISA or the 

Code to include "plan assets" by reason of such employee benefit plan or plan’s investment in the entity (any 

of the foregoing a "Benefit Plan Investor").  The Notes may be acquired by an "employee benefit plan" that is 

not a Benefit Plan Investor provided that it is not subject to Federal, state, or local or non-U.S. law that is 

substantially similar to Section 406 of ERISA or Section 4975 of the Code ("Similar Law"), or if it is subject 

to Similar Law, its acquisition, holding and disposition of the Notes would not violate and such Similar Law.  

Accordingly, by acquiring the Notes, each purchaser will be deemed to represent that either (i) it is not and is 

not deemed and, for so long as it holds the Notes, it will not be deemed, to be a Benefit Plan Investor; (ii) it is 

an "employee benefit plan" that is subject to Similar Law (such plan a "Similar Law Plan") and its 

acquisition, holding and disposition does not and will not violate such Similar Law or (iii) it is not a Similar 

Law Plan. 

 

 



 

 

 

 78  

 

SUBSCRIPTION AND SALE 

The Dealer has agreed with the Issuer to subscribe for the Notes at the issue price of 100 per cent. of their initial 

principal amount, subject to certain Conditions contained therein. 

The Issuer has agreed to indemnify the Dealer against certain liabilities incurred in connection with the offer and sale of 

the Notes. 

Attention is also drawn to the information set out on the inside cover of this Securities Note. 

The United States of America 

The Notes have not been and will not be registered under the Securities Act or the securities laws or “blue sky” laws of 

any state or other jurisdiction of the United States and therefore may not be offered or sold, directly or indirectly, within 

the United States or to, or for the account or benefit of, U.S. persons (as defined in Regulation S under the Securities 

Act) except pursuant to an exemption from, or in a transaction not subject to, the registration requirements of the 

Securities Act and any applicable state or federal securities laws. The Notes are being offered and sold (A) in the United 

States only to QIBs, in each case acting for their own account or for the account of one or more QIBs, pursuant to Rule 

144A under the Securities Act, and (B) outside the United States only to non- U.S. persons in an “offshore transaction”, 

as such term is defined under Regulation S. The Notes cannot be resold in the United States or to U.S. persons unless 

they are subsequently registered or an exemption from registration is available.  

In connection with the Regulation S Notes, the Dealer has agreed that with respect to the relevant Regulation S Notes 

for which it has subscribed that it will not offer, sell or deliver the Regulation S Notes, (i) as part of its distribution at 

any time or (ii) otherwise until 40 days after the later of the commencement of the offering of the Regulation S Notes 

and the Issue Date (the “Distribution Compliance Period”) within the United States or to, or for the account or benefit 

of, U.S. persons, except in accordance with Rule 903 or 904 of Regulation S. The Dealer has further agreed that it will 

have sent to each affiliate or person receiving a selling commission, fee or other remuneration that purchases the 

Regulation S Notes from it during the Distribution Compliance Period (other than resales pursuant to Rule 144A) a 

confirmation or other notice setting forth the restrictions on offers and sales of the Regulation S Notes within the United 

States or to, or for the account or benefit of, U.S. persons. Terms used in this paragraph have the meanings given to 

them by Regulation S. 

In addition, until the expiration of the Distribution Compliance Period, an offer or sale of the Notes within the United 

States by any dealer (whether or not participating in the offering) may violate the registration requirements of the 

Securities Act if such offer or sale is made otherwise than in compliance with Rule 144A or pursuant to another 

exemption from the registration requirements under the Securities Act. 

The Dealer may directly or through its respective U.S. broker dealer affiliates arrange for the offer and resale of Notes 

within the United States only to QIBs in reliance on Rule 144A and each purchaser of Notes is hereby notified that the 

Dealer may be relying on the exemption from the registration requirements of the Securities Act provided by Rule 

144A. The minimum aggregate principal amount of Notes which may be purchased by a QIB pursuant to Rule 144A is 

$250,000 (or the approximate equivalent thereof in any other currency). To permit compliance with Rule 144A in 

connection with any resales or other transfers of Notes that are "restricted securities" within the meaning of the 

Securities Act, the Issuer has undertaken to furnish, upon the request of a holder of such Notes or any beneficial interest 

therein, to such holder or to a prospective purchaser designated by him, the information required to be delivered under 

Rule 144A(d)(4) under the Securities Act if, at the time of the request, any of the Notes remain outstanding as 

"restricted securities" within the meaning of Rule 144(a)(3) of the Securities Act and the Issuer is neither a reporting 

company under Section 13 or 15(d) of the Exchange Act nor exempt from reporting pursuant to Rule 12g3-2(b) 

thereunder. 
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The Dealer has acknowledged that the Notes, may not be purchased or held by any Benefit Plan Investor and each 

purchaser of any such Notes will be deemed to have represented, warranted and agreed that it is not, and for so long as 

it holds such Notes will not be, such a Benefit Plan Investor. 

This Securities Note has been prepared by the Issuer for use in connection with the offer and sale of the Notes and for 

the listing of the Notes on the Irish Stock Exchange. The Issuer and the Dealer reserve the right to reject any offer to 

purchase, in whole or in part, for any reason, or to sell less than the principal amount of Notes which may be offered. 

This Securities Note does not constitute an offer to any person in the United States or to any U.S. person, other than any 

QIB within the meaning of Rule 144A to whom an offer has been made directly by a Dealer or its U.S. broker dealer 

affiliate. Distribution of this Securities Note by any non-U.S. person outside the United States or by any QIB in the 

United States to any U.S. person or to any other person within the United States, other than any QIB and those persons, 

if any, retained to advise such non-U.S. person or QIB with respect thereto, is unauthorised and any disclosure without 

the prior written consent of the Issuer of any of its contents to any such U.S. person or other person within the United 

States, other than any QIB and those persons, if any, retained to advise such non-U.S. person or QIB, is prohibited. 

United Kingdom 

The Dealer has represented, warranted and undertaken to the Issuer that: 

(a) it has only communicated or caused to be communicated and will only communicate or cause to be 

communicated any invitation or inducement to engage in investment activity (within the meaning of section 

21 of the Financial Services and Markets Act 2000 (the "FSMA ") received by it in connection with the 

issue or sale of any Notes in circumstances in which section 21(1) of the FSMA does not apply to the 

Issuer; and 

(b) it has complied and will comply with all applicable provisions of the FSMA (including, without limitation, 

the restrictions on the promotion of non-mainstream pooled investments set out in COBS 4.12 (Restrictions 

on the promotion of Non-mainstream pooled investments) on the basis that this Securities Note is only 

being provided to and/or directed at Relevant Persons) with respect to anything done by it in relation to any 

Notes in, from or otherwise involving the United Kingdom. 

Ireland 

The Dealer has represented, warranted and agreed with the Issuer that: 

(a) it will not underwrite the issue of, or place, the Notes otherwise than in conformity with the provisions of 

the European Union (Markets in Financial Instruments) Regulation 2017 (as amended, the "MiFID II 

Regulations "), including, without limitation, Regulations 5 (Requirement for Authorisation  (and certain 

provisions concerning MTFs and OTFs)) thereof, or any rules or any codes of conduct made under the 

MiFID II  Regulations, and the provisions of the Investor Compensation Act 1998 (as amended); 

(b) it will not underwrite the issue of, or place, the Notes otherwise than in conformity with the provisions of 

the Companies Act 2014 (as amended, the "Companies Act"), the Central Bank Acts 1942-2015 (as 

amended) and any codes of practice made under Section 117(1) of the Central Bank Act 1989 (as 

amended); and 

(c) it will not underwrite the issue of, place or otherwise act in Ireland in respect of, the Notes otherwise than 

in conformity with the provisions of the Market Abuse Regulation (EU 596/2014) (as amended) and any 

rules and guidance issued by the Central Bank under Section 1370 of the Companies Act. 

General 

Except for listing the Notes on the Official List of the Irish Stock Exchange, no action is being taken in any jurisdiction 

that would or is intended to permit a public offering of the Notes, or the possession, circulation or distribution of this 
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Securities Note or any other material relating to the Issuer or the Notes in any jurisdiction where action for that purpose 

is required. This Securities Note does not constitute, and may not be used for the purpose of, an offer or solicitation in 

or from any jurisdiction where such an offer or solicitation is not authorised. Accordingly, the Notes may not be offered 

or sold, directly or indirectly, and neither this Securities Note nor any other offering material or advertisement in 

connection with the Notes may be distributed or published in or from any country or jurisdiction, except under 

circumstances that will result in compliance with any applicable rules and regulations of any such country or 

jurisdiction. 

The Dealer has undertaken not to offer or sell any of the Notes, or to distribute this document or any other material 

relating to the Notes, in or from any jurisdiction except under circumstances that will result in compliance with 

applicable law and regulations. 
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TRANSFER RESTRICTIONS 

The Notes may be sold only in whole and not in part.   

Each purchaser of the Notes (which term for the purposes of this section will be deemed to include any purchaser of 

beneficial interests in the Notes, including interests represented by a global note and book-entry interests), by accepting 

delivery of this Securities Note, will be deemed to have represented and agreed as follows: 

1. (A) in the case of the Rule 144A Notes, it is a QIB and is acquiring such Notes for its own account or as a 

fiduciary or agent for QIBs for investment purposes and not for distribution in violation of the Securities Act, it 

is able to bear the economic risk of an investment in the Rule 144A Notes and each beneficial owner of the 

Notes has been advised, that the sale of such Notes is being made in reliance on Rule 144A; or (B) in the case 

of the Regulation S Notes, it is not a “U.S. person” (within the meaning of Regulation S) or an affiliate of the 

issuer or a person acting on behalf of such an affiliate and is acquiring such Note for its own account or as a 

fiduciary or agent for other non- U.S. persons in an “offshore transaction” (as defined in Regulation S, an 

“offshore transaction”) pursuant to an exemption from registration provided by Regulation S and has such 

knowledge and experience in financial and business matters as to be capable of evaluating the merits and risks 

of purchasing the Notes; 

2.  the Notes are being offered and sold in a transaction not involving a public offering in the United States within 

the meaning of the Securities Act and such Notes have not been and will not be registered under the Securities 

Act or any other applicable U.S. State securities laws and may not be offered or sold within the United States 

or to, or for the account or benefit of, U.S. persons except as set forth below;  

3. unless it holds an interest in a Regulation S Notes and herein is a person located outside the United States and 

is not a U.S. person, if in the future it decides to resell, pledge or otherwise transfer the Notes or any beneficial 

interests in the Notes, it will do so, prior to the date which is one year after the later of the last closing date for 

the series of Notes and the last date on which the Issuer or an affiliate of the Issuer was the owner of such 

Notes, only (a) to the Issuer or any affiliate thereof, (b) inside the United States to a person whom the seller 

reasonably believes is a QIB purchasing for its own account or for the account of a QIB in a transaction 

meeting the requirements of Rule 144A, (c) outside the United States in compliance with Rule 903 or Rule 904 

under the Securities Act, (d) pursuant to the exemption from registration provided by Rule 144 under the 

Securities Act (if available) or (e) pursuant to an effective registration statement under the Securities Act, in 

each case in accordance with all applicable U.S. State securities laws; 

4.  it will, and will require each subsequent holder to, notify any purchaser or transferee, as applicable, of the 

Notes from it of the resale restrictions referred to in paragraph (3) above, if then applicable; 

5. it understands that the Issuer, the Dealer or their affiliates have the right to refuse to honour the transfer of an 

interest in a Rule 144A Note to a U.S. person who is not a QIB. Any purported transfer of an interest in a Note 

to a purchaser that does not comply with the requirements of the transfer restrictions herein will be of no force 

and effect and will be void; 

6. for U.S federal income tax purposes, (i) it will treat the Notes as equity in (and not as indebtedness of) the 

Issuer, (ii) it will treat the Issuer as a disregarded entity, and (iii) it will treat the Swap Agreement as a notional 

principal contract. 

7. taking account of the treatment of the Notes as equity in the Issuer and the Issuer as a disregarded entity, 

neither it nor the beneficial owner of this Note is subject to U.S. withholding tax on the Reference Obligation 

or the Swap Agreement.  It understands that if the foregoing representation is not true, it may be subject to U.S. 

withholding taxes and no additional amounts will be paid to offset any such withholding; 
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8. it is not and is not deemed, and for so long as it holds the Notes, will not be deemed for purposes of the 

Employee Retirement Income Security Act of 1974, as amended ("ERISA") or Section 4975 of the Internal 

Revenue Code of 1986, as amended (the "Code") to be (a)(i) an "employee benefit plan" as defined in ERISA 

and subject to Part 4 of Subtitle I of ERISA, (ii) a "plan" as defined in and subject to Section 4975 of the Code, 

or (iii) any entity whose underlying assets are deemed for purposes of ERISA or the Code to include "plan 

assets" by reason of such employee benefit plan or plan’s investment in the entity (any of the foregoing a 

"Benefit Plan Investor"), (b) it is an "employee benefit plan" that is not a Benefit Plan Investor and it is 

subject Federal, state, or local or non-U.S. law that is substantially similar to Section 406 of ERISA or Section 

4975 of the Code ("Similar Law") (such plan a "Similar Law Plan"), and the acquisition, holding and 

disposition of the Notes does not and will not violate and such Similar Law or (c) it is not a Similar Law Plan;   

9. the Purchaser is providing financing through the purchase of a note that economically represents an indirect 

ownership interest in the Reference Obligations and a total return swap, rather than financing through one or 

more repurchase agreements or other debt instruments, with no purposes of tax avoidance;  

10. it understands that the Issuer, the registrar, the Dealer, the Trustee, their affiliates, and others will rely upon the 

truth and accuracy of the acknowledgements, representations and agreements contained in this section 

"Transfer Restrictions", and it hereby consents to such reliance. If it is acquiring any Notes for the account of 

one or more QIBs it represents that it has sole investment discretion with respect to each such account and that 

it has full power to make the foregoing acknowledgements, representations and agreements on behalf of each 

such account; and 

11. It shall provide the Issuer and Morgan Stanley & Co. International plc with a letter substantially in the form of 

Appendix A to Annex 3 of the Applicable Supplement. 

Legend 

Unless determined otherwise by the Issuer in accordance with applicable law and so long as any series of the Notes is 

outstanding, the Regulation S Notes will bear a legend substantially as set forth below: 

NEITHER THIS NOTE NOR BENEFICIAL INTERESTS HEREIN HAVE BEEN OR WILL BE 

REGISTERED UNDER THE U.S. SECURITIES ACT OF 1933, AS AMENDED (THE SECURITIES 

ACT), THE SECURITIES LAWS OF ANY STATE OF THE UNITED STATES OR THE 

SECURITIES LAWS OF ANY OTHER JURISDICTION. THE ISSUER HAS NOT BEEN 

REGISTERED AND DOES NOT INTEND TO REGISTER AS AN INVESTMENT COMPANY 

UNDER THE U.S. INVESTMENT COMPANY ACT OF 1940, AS AMENDED. ACCORDINGLY, NEITHER 

THIS NOTE NOR BENEFICIAL INTERESTS HEREIN MAY BE TRANSFERRED EXCEPT IN 

ACCORDANCE WITH THE TRANSACTION DOCUMENTS AND PURSUANT TO AN EXEMPTION 

FROM, OR IN A TRANSACTION NOT SUBJECT TO, THE REGISTRATION REQUIREMENTS OF THE 

SECURITIES ACT. 

PRIOR TO THE DATE THAT IS 40 DAYS AFTER THE LATER OF THE COMMENCEMENT OF THE 

OFFERING OF THE NOTES AND THE ISSUE DATE, ANY TRANSFER OF THE NOTES MAY ONLY BE 

MADE: (A) TO A NON- U.S. PERSON IN AN OFFSHORE TRANSACTION MEETING THE 

REQUIREMENTS OF RULE 903 OR 904 OF REGULATION S UNDER THE SECURITIES ACT 

(REGULATION S); OR (B) TO OR FOR THE ACCOUNT OR BENEFIT OF PERSONS WHO ARE 

QUALIFIED INSTITUTIONAL BUYERS (AS DEFINED IN RULE 144A UNDER THE SECURITIES ACT 

(RULE 144A) ANY PURPORTED TRANSFER OF THIS NOTE THAT DOES NOT COMPLY WITH THE 

FOREGOING REQUIREMENTS SHALL BE NULL AND VOID AB INITIO. 

EACH PURCHASER AND TRANSFEREE OF THIS NOTE OR ANY INTEREST HEREIN, BY ITS 

ACQUISITION OF THIS NOTE, SHALL BE DEEMED TO REPRESENT, WARRANT AND AGREE THAT 

EITHER (A) IT IS NOT AND FOR SO LONG AS IT HOLDS THIS NOTE WILL NOT BE (AND WILL NOT 

BE ACTING ON BEHALF OF) (I) AN EMPLOYEE BENEFIT PLAN AS DEFINED IN SECTION 3(3) OF 
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THE U.S. EMPLOYEE RETIREMENT INCOME SECURITY ACT OF 1974, AS AMENDED (ERISA) 

WHICH IS SUBJECT TO PART 4 OF SUBTITLE B OF TITLE I OF ERISA OR A PLAN AS DEFINED IN 

AND SUBJECT TO SECTION 4975 OF THE U.S. INTERNAL REVENUE CODE OF 1986, AS AMENDED 

(THE CODE), (II) AN EMPLOYEE BENEFIT PLAN SUBJECT TO ANY U.S. FEDERAL, STATE, LOCAL, 

NON U.S. OR OTHER LAW THAT IS SUBSTANTIALLY SIMILAR TO SECTION 406 OF ERISA OR 

SECTION 4975 OF THE CODE (SIMILAR LAW), OR (III) AN ENTITY WHOSE UNDERLYING ASSETS 

ARE DEEMED FOR PURPOSES OF ERISA, SECTION 4975 OF THE CODE OR ANY SIMILAR LAW, TO 

INCLUDE PLAN ASSETS BY REASON OF SUCH EMPLOYEE BENEFIT PLAN OR PLAN’S 

INVESTMENT IN THE ENTITY, OR (B) IT IS, OR WILL BE, AN EMPLOYEE BENEFIT PLAN SUBJECT 

TO SIMILAR LAW AND ITS ACQUISITION, HOLDING AND DISPOSITION OF THIS NOTE OR ANY 

INTEREST HEREIN WILL NOT CONSTITUTE OR RESULT IN A VIOLATION OF ANY SIMILAR LAW.  

THE PURCHASER OR ACQUIROR ACKNOWLEDGES THAT THE ISSUER RESERVES THE RIGHT 

PRIOR TO ANY SALE OR OTHER TRANSFER TO REQUIRE THE DELIVERY OF SUCH 

CERTIFICATIONS, LEGAL OPINIONS AND OTHER INFORMATION AS THE ISSUER MAY 

REASONABLY REQUIRE TO CONFIRM THAT THE PROPOSED SALE OR OTHER TRANSFER 

COMPLIES WITH THE FOREGOING RESTRICTIONS. 

ANY RESALE OR OTHER TRANSFER OF NOTES (OR ANY BENEFICIAL INTEREST THEREIN) 

WHICH IS NOT MADE IN COMPLIANCE WITH THE RESTRICTIONS SET FORTH HEREIN WILL BE 

OF NO FORCE AND EFFECT, WILL BE NULL AND VOID AND WILL NOT OPERATE TO TRANSFER 

ANY RIGHTS TO THE TRANSFEREE, NOTWITHSTANDING ANY INSTRUCTIONS TO THE 

CONTRARY TO THE ISSUER OR ANY OF ITS AGENTS. 

THIS NOTE AND RELATED DOCUMENTATION MAY BE AMENDED OR SUPPLEMENTED FROM 

TIME TO TIME, WITHOUT THE CONSENT OF, BUT UPON NOTICE TO, THE HOLDERS OF SUCH 

NOTES SENT TO THEIR REGISTERED ADDRESSES, TO MODIFY THE RESTRICTIONS ON AND 

PROCEDURES FOR RESALES AND OTHER TRANSFERS OF THIS NOTE TO REFLECT ANY CHANGE 

IN APPLICABLE LAW OR REGULATION (OR THE INTERPRETATION THEREOF) OR IN PRACTICES 

RELATING TO RESALES OR OTHER TRANSFERS OF RESTRICTED SECURITIES GENERALLY. THE 

HOLDER OF THIS NOTE SHALL BE DEEMED, BY ITS ACCEPTANCE OR PURCHASE HEREOF, TO 

HAVE AGREED TO ANY SUCH AMENDMENT OR SUPPLEMENT (EACH OF WHICH SHALL BE 

CONCLUSIVE AND BINDING ON THE HOLDER HEREOF AND ALL FUTURE HOLDERS OF THIS 

NOTE AND ANY NOTES ISSUED IN EXCHANGE OR SUBSTITUTION THEREFOR, WHETHER OR NOT 

ANY NOTATION THEREOF IS MADE HEREON). 

THE NOTES MAY BE OWNED AND BENEFICIALLY OWNED ONLY BY A SINGLE HOLDER.  THE 

NOTES, AND BENEFICIAL INTERESTS IN THE NOTES, MAY BE SOLD (INCLUDING TO THE INITIAL 

HOLDER) SOLELY IN WHOLE (AND NOT IN PART) AND MAY ONLY BE SOLD IN THE UNITED 

STATES TO A PERSON THAT IS A UNITED STATES PERSON FOR U.S. FEDERAL INCOME TAX 

PURPOSES. 

Unless determined otherwise by the Issuer in accordance with applicable law and so long as any series 

of the Notes is outstanding, the Rule 144A Global Note will bear a legend substantially as set forth 

below: 

NEITHER THIS NOTE NOR BENEFICIAL INTERESTS HEREIN HAVE BEEN OR WILL BE 

REGISTERED UNDER THE U.S. SECURITIES ACT OF 1933, AS AMENDED (THE SECURITIES ACT), 

THE SECURITIES LAWS OF ANY STATE OF THE UNITED STATES OR THE SECURITIES LAWS OF 

ANY OTHER JURISDICTION. THE ISSUER HAS NOT BEEN REGISTERED AND DOES NOT INTEND 

TO REGISTER AS AN INVESTMENT COMPANY UNDER THE U.S. INVESTMENT COMPANY ACT OF 

1940, AS AMENDED. ACCORDINGLY, NEITHER THIS NOTE NOR BENEFICIAL INTERESTS HEREIN 

MAY BE TRANSFERRED EXCEPT IN ACCORDANCE WITH THE TRANSACTION DOCUMENTS AND 
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PURSUANT TO AN EXEMPTION FROM, OR IN A TRANSACTION NOT SUBJECT TO, THE 

REGISTRATION REQUIREMENTS OF THE SECURITIES ACT. 

BY ITS ACQUISITION HEREOF, THE HOLDER (A) REPRESENTS THAT IT IS A "QUALIFIED 

INSTITUTIONAL BUYER" (AS DEFINED IN RULE 144A UNDER THE SECURITIES ACT) (QIB) 

PURCHASING THE NOTES FOR ITS OWN ACCOUNT OR FOR THE ACCOUNT OF ONE OR MORE 

QIBS (B) AGREES THAT IT WILL NOT RESELL OR OTHERWISE TRANSFER THE NOTES EXCEPT IN 

ACCORDANCE WITH THE DEALER AGREEMENT AND, PRIOR TO EXPIRATION OF ONE YEAR 

FROM THE LATER OF THE LAST ISSUE DATE FOR THE NOTES AND THE LAST DATE ON WHICH 

THE ISSUER OR AN AFFILIATE OF THE ISSUER WAS THE OWNER OF SUCH NOTES OTHER THAN 

(1) TO THE ISSUER OR ANY AFFILIATE THEREOF, (2) INSIDE THE UNITED STATES TO A PERSON 

WHOM THE SELLER REASONABLY BELIEVES IS A QIB WITHIN THE MEANING OF RULE 144A 

UNDER THE SECURITIES ACT PURCHASING FOR ITS OWN ACCOUNT OR FOR THE ACCOUNT OF 

A QUALIFIED INSTITUTIONAL BUYER IN A TRANSACTION MEETING THE REQUIREMENTS OF 

RULE 144A, (3) OUTSIDE THE UNITED STATES IN COMPLIANCE WITH RULE 903 OR RULE 904 

UNDER THE SECURITIES ACT, (4) PURSUANT TO THE EXEMPTION FROM REGISTRATION 

PROVIDED BY RULE 144 UNDER THE SECURITIES ACT (IF AVAILABLE) OR (5) PURSUANT TO AN 

EFFECTIVE REGISTRATION STATEMENT UNDER THE SECURITIES ACT, IN EACH CASE IN 

ACCORDANCE WITH ALL APPLICABLE SECURITIES LAWS OF THE STATES OF THE UNITED 

STATES AND ANY OTHER JURISDICTION; AND (C) IT AGREES THAT IT WILL DELIVER TO EACH 

PERSON TO WHOM THIS NOTE IS TRANSFERRED A NOTICE SUBSTANTIALLY TO THE EFFECT OF 

THIS LEGEND. NO REPRESENTATION CAN BE MADE AS TO THE AVAILABILITY OF THE 

EXEMPTION PROVIDED BY RULE 144 FOR RESALES OF THE NOTES.. 

OTHER THAN THE INITIAL PURCHASE FROM, AND WITH THE CONSENT OF, MORGAN STANLEY, 

EACH PURCHASER AND TRANSFEREE OF THIS NOTE OR ANY INTEREST HEREIN, BY ITS 

ACQUISITION OF THIS NOTE, SHALL BE DEEMED TO REPRESENT, WARRANT AND AGREE THAT 

EITHER (A) IT IS NOT AND FOR SO LONG AS IT HOLDS THIS NOTE WILL NOT BE (AND WILL NOT 

BE ACTING ON BEHALF OF) (I) AN EMPLOYEE BENEFIT PLAN AS DEFINED IN SECTION 3(3) OF 

THE U.S. EMPLOYEE RETIREMENT INCOME SECURITY ACT OF 1974, AS AMENDED (ERISA) 

WHICH IS SUBJECT TO PART 4 OF SUBTITLE B OF TITLE I OF ERISA OR A PLAN AS DEFINED IN 

AND SUBJECT TO SECTION 4975 OF THE U.S. INTERNAL REVENUE CODE OF 1986, AS AMENDED 

(THE CODE), (II) AN EMPLOYEE BENEFIT PLAN SUBJECT TO ANY U.S. FEDERAL, STATE, LOCAL, 

NON U.S. OR OTHER LAW THAT IS SUBSTANTIALLY SIMILAR TO SECTION 406 OF ERISA OR 

SECTION 4975 OF THE CODE (SIMILAR LAW), OR (III) AN ENTITY WHOSE UNDERLYING ASSETS 

ARE DEEMED FOR PURPOSES OF ERISA, SECTION 4975 OF THE CODE OR ANY SIMILAR LAW, TO 

INCLUDE PLAN ASSETS BY REASON OF SUCH EMPLOYEE BENEFIT PLAN OR PLAN’S 

INVESTMENT IN THE ENTITY, OR (B) IT IS, OR WILL BE, AN EMPLOYEE BENEFIT PLAN SUBJECT 

TO SIMILAR LAW AND ITS ACQUISITION, HOLDING AND DISPOSITION OF THIS NOTE OR ANY 

INTEREST HEREIN WILL NOT CONSTITUTE OR RESULT IN A VIOLATION OF ANY SIMILAR LAW.  

THE PURCHASER OR ACQUIROR ACKNOWLEDGES THAT THE ISSUER RESERVES THE RIGHT 

PRIOR TO ANY SALE OR OTHER TRANSFER TO REQUIRE THE DELIVERY OF SUCH 

CERTIFICATIONS, LEGAL OPINIONS AND OTHER INFORMATION AS THE ISSUER MAY 

REASONABLY REQUIRE TO CONFIRM THAT THE PROPOSED SALE OR OTHER TRANSFER 

COMPLIES WITH THE FOREGOING RESTRICTIONS. 

PROSPECTIVE PURCHASERS ARE HEREBY NOTIFIED THAT THE SELLERS OF THE NOTES MAY 

BE RELYING ON THE EXEMPTION FROM THE PROVISIONS OF SECTION 5 OF THE SECURITIES 

ACT PROVIDED BY RULE 144A. TERMS WHICH ARE USED IN THIS LEGEND AND NOT OTHERWISE 

DEFINED HEREIN, HAVE THE MEANINGS GIVEN TO THEM UNDER SUCH RULE. 

ANY RESALE OR OTHER TRANSFER OF NOTES (OR ANY BENEFICIAL INTEREST THEREIN) 

WHICH IS NOT MADE IN COMPLIANCE WITH THE RESTRICTIONS SET FORTH HEREIN WILL BE 
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OF NO FORCE AND EFFECT, WILL BE NULL AND VOID AND WILL NOT OPERATE TO TRANSFER 

ANY RIGHTS TO THE TRANSFEREE, NOTWITHSTANDING ANY INSTRUCTIONS TO THE 

CONTRARY TO THE ISSUER OR ANY OF ITS AGENTS. 

THIS NOTE AND RELATED DOCUMENTATION MAY BE AMENDED OR SUPPLEMENTED FROM 

TIME TO TIME, WITHOUT THE CONSENT OF, BUT UPON NOTICE TO, THE HOLDERS OF SUCH 

NOTES SENT TO THEIR REGISTERED ADDRESSES, TO MODIFY THE RESTRICTIONS ON AND 

PROCEDURES FOR RESALES AND OTHER TRANSFERS OF THIS NOTE TO REFLECT ANY CHANGE 

IN APPLICABLE LAW OR REGULATION (OR THE INTERPRETATION THEREOF) OR IN PRACTICES 

RELATING TO RESALES OR OTHER TRANSFERS OF RESTRICTED SECURITIES GENERALLY. THE 

HOLDER OF THIS NOTE SHALL BE DEEMED, BY ITS ACCEPTANCE OR PURCHASE HEREOF, TO 

HAVE AGREED TO ANY SUCH AMENDMENT OR SUPPLEMENT (EACH OF WHICH SHALL BE 

CONCLUSIVE AND BINDING ON THE HOLDER HEREOF AND ALL FUTURE HOLDERS OF THIS 

NOTE AND ANY NOTES ISSUED IN EXCHANGE OR SUBSTITUTION THEREFOR, WHETHER OR NOT 

ANY NOTATION THEREOF IS MADE HEREON). 

THE NOTES MAY BE OWNED AND BENEFICIALLY OWNED ONLY BY A SINGLE HOLDER.  THE 

NOTES, AND BENEFICIAL INTERESTS IN THE NOTES, MAY BE SOLD (INCLUDING TO THE INITIAL 

HOLDER) SOLELY IN WHOLE (AND NOT IN PART). 

EACH PERSON THAT ACQUIRES THE NOTES OR A BENEFICIAL THEREIN SHALL BE DEEMED TO 

HAVE AGREED TO PROVIDE THE ISSUER WITH A LETTER CONTAINING CERTAIN U.S TAX 

REPRESENTATIONS AND ALSO PROVIDE CERTAIN U.S. TAX IDENTIFICATIONS AND 

CERTIFICATIONS (GENERALLY ON AN IRS FORM W-9 OR W-8BEN-E).   A FORM OF SUCH LETTER 

IS PROVIDED IN APPENDIX A OF ANNEX 3 OF THE APPLICABLE SUPPLEMENT. FAILURE TO 

PROVIDE THE LETTER OF REPRESENTATIONS OR FORMS MAY CAUSE PAYMENTS ON THE 

NOTES TO BE SUBJECT TO UNITED STATES WITHHOLDING TAX OR BACKUP WITHHOLDING 

TAX. NEITHER THE ISSUER NOR THE SWAP COUNTERPARTY IS REQUIRED TO MAKE ANY 

ADDITIONAL PAYMENTS IN THE EVENT ANY WITHHOLDING TAXES OR BACKUP WITHHOLDING 

TAXES APPLY.   

THE SOLE HOLDER OF THE NOTES SHALL FOR U.S. FEDERAL INCOME TAX PURPOSES, (I) TREAT 

THE NOTES AS EQUITY IN (AND NOT INDEBTEDNESS OF) THE ISSUER, (II) TREAT THE ISSUER AS 

A DISREGARDED ENTITY, AND (III) TREAT THE SWAP AGREEMENT AS A NOTIONAL PRINCIPAL 

CONTRACT.  CONSISTENT WITH THIS TREATMENT, THE HOLDER SHALL COMPLY WITH U.S TAX 

IDENTIFICATION AND CERTIFICATION REQUIREMENTS (GENERALLY BY PROVIDING THE 

ISSUER WITH AN IRS FORM W-9) AS IF IT DIRECTLY HELD THE REFERENCE OBLIGATIONS AND 

ENTERED INTO THE SWAP AGREEMENT. 

THE SOLE HOLDER OF THE NOTES IS DEEMED TO HAVE REPRESENTED THAT IT IS PROVIDING 

FINANCING THROUGH AN INDIRECT OWNERSHIP INTEREST IN THE REFERENCE OBLIGATIONS 

AND A TOTAL RETURN SWAP, RATHER THAN FINANCING THROUGH ONE OR MORE 

REPURCHASE AGREEMENTS OR OTHER DEBT INSTRUMENTS, WITH NO EXPECTATION OF 

MATERIAL TAX BENEFIT AND NO PURPOSE OF TAX AVOIDANCE. 

THE NOTES ARE NOT SUITABLE INVESTMENTS FOR (I) INDIVIDUALS AND ENTITIES THAT DO 

NOT HOLD THEM IN CONNECTION WITH A TRADE OR BUSINESS OR (II) INVESTORS THAT ARE 

SUBJECT TO TAX ON UNRELATED BUSINESS TAXABLE INCOME.   

HOLDERS AND BENEFICIAL OWNERS THAT ARE NOT UNITED STATES PERSONS FOR U.S 

FEDERAL INCOME TAX PURPOSES SHOULD CONSULT THEIR OWN U.S TAX ADVISORS 

REGARDING THE SUITABILITY OF THE NOTES FOR THEM IN THEIR PARTICULAR 

CIRCUMSTANCES.    
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Because of the foregoing restrictions, purchasers of Notes are advised to consult legal counsel prior to making 

any offer, resale, pledge or transfer of such securities offered and sold. 
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OVERVIEW OF PARTIES TO THE TRANSACTION 

The Custodian, the Trustee, the Principal Paying Agent, the Registrar and the Calculation Agent 

The Bank of New York – Incorporated, with limited liability by Charter, under the Laws of the State of New York by 

special act of the New York State Legislature, Chapter 616 of the Laws of 1871, with its Head Office situate at One 

Wall Street, New York, NY 10286, USA and having a branch registered in England & Wales with FC No 005522 and 

BR No 000818 with its principal office in the United Kingdom situate at One Canada Square, London E14 5AL.  

The Bank of New York is a leading provider of corporate trust and agency services.  The Bank and its subsidiaries and 

affiliates administer a portfolio of more than 90,000 trustee and agency appointments, representing $3 trillion in 

outstanding securities for more than 30,000 clients around the world.  The Bank is a recognized leader for trust services 

in several debt products, including corporate and municipal debt, mortgage-backed and asset-backed securities, 

derivative securities services and international debt offerings. 

The Bank of New York Company, Inc. (NYSE: BK) is a global leader in providing a comprehensive array of services 

that enable institutions and individuals to move and manage their financial assets in more than 100 markets worldwide.  

The Company has a long tradition of collaborating with clients to deliver innovative solutions through its core 

competencies: securities servicing, treasury management, asset management, and private banking services.  The 

Company's extensive global client base includes a broad range of leading financial institutions, corporations, 

government entities, endowments and foundations.  Its principal subsidiary, The Bank of New York, founded in 1784, 

is the oldest bank in the United States and has consistently played a prominent role in the evolution of financial markets 

worldwide.  Additional information is available at www.bnymellon.com. 

The Custodian and the Principal Paying Agent are required, at all times when the Notes are outstanding, to be (a) with 

respect to the Custodian, a financial institution with a short term senior unsecured debt rating of at least A1+ from S&P, 

for so long as the Notes are rated by S&P (the "Required Custodian Rating") and (b) with respect to the Principal 

Paying Agent, a financial institution with a short term senior unsecured debt rating of at least A1 from S&P, for so long 

as the Notes are rated by S&P (the "Required Paying Agent Rating").  In the event that the rating of the Custodian or 

the Principal Paying Agent falls below the Required Custodian Rating or Required Paying Agent Rating, respectively, 

or is withdrawn by S&P, the Issuer shall use reasonable endeavours to procure that a replacement custodian and/or 

Principal Paying Agent, as the case may be, which is acceptable to the Trustee, is appointed whose rating is not less 

than the Required Custodian Rating or Required Paying Agent Rating, as applicable.  Any costs incurred by the Issuer 

in procuring such replacement custodian and/or Principal Paying Agent will be met by the Arranger. 

The Swap Counterparty, the Swap Calculation Agent, the Arranger and the Dealer  

The Swap Counterparty and Swap Calculation Agent is Morgan Stanley & Co. International plc. 

Pursuant to the terms of the Dealer Agreement, Morgan Stanley & Co. International plc has also agreed to act as 

arranger and dealer in respect of each Series of Notes. Morgan Stanley & Co. International plc is a private company 

incorporated with limited liability under the laws of England and Wales whose registered office is at 25 Cabot Square, 

Canary Wharf, London, E14 4QA. 

Morgan Stanley & Co. International plc is an indirect wholly owned subsidiary of Morgan Stanley.  Morgan Stanley & 

Co. International plc is a U.K. registered broker dealer.  The principal activity of Morgan Stanley & Co. International 

plc is the provision of financial services to corporations, governments, financial institutions and individual investors.  It 

is authorised and regulated by the U.K. Financial Services Authority. Morgan Stanley & Co. International plc has 

securities admitted to, among others, the official list of the London Stock Exchange and admitted to trading on its 

regulated market. 

For additional information on Morgan Stanley and the Swap Counterparty, please see:  
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 Certain information and periodic filings provided to the United States Securities and Exchange Commission 

(the "SEC") by Morgan Stanley, available at the Public Reference Section of the SEC, 100 F Street, N.E., 

Room 1580, Washington, D.C. 20549 or through the SEC’s website at http://www.sec.gov by reference to 

SEC CIK number 0000895421, including the annual report of Morgan Stanley for the year ended December 

31, 2017, available at https://www.sec.gov/Archives/edgar/data/895421/000119312518060831/0001193125-

18-060831-index.htm;  

 The annual accounts of the Swap Counterparty for the year ended December 31, 2016, available at 

https://www.morganstanley.com/about-us-ir/pdf/MSIP_Group_Accounts_30_December_2016.pdf; and 

 The interim financial report of the Swap Counterparty for the period ended June 30, 2017, available at 

https://www.morganstanley.com/about-us-ir/pdf/MSIP_Group_Accounts_30_June_2017.pdf.     

The contents of the above-referenced information on Morgan Stanley and the Swap Counterparty are not incorporated 

by reference in, and should not be considered part of,  this Securities Note or the accompanying Registration Document. 

 

https://www.morganstanley.com/about-us-ir/pdf/MSIP_Group_Accounts_30_December_2016.pdf
https://www.morganstanley.com/about-us-ir/pdf/MSIP_Group_Accounts_30_June_2017.pdf
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GENERAL INFORMATION 

1. The Issuer is not and has not been involved in any governmental, legal or arbitration proceedings which may 

have or have had during the 12 months preceding the date of this Securities Note a significant effect on the 

financial position of the Issuer nor so far as the Issuer is aware is any such litigation or arbitration pending or 

threatened.  

2. There has been no significant change in the financial or trading position of the Issuer and no material adverse 

change in the financial position or prospects of the Issuer since 21 November 2017, being the date of the 

Issuer's incorporation. 

3. Copies of the following documents in physical form will be available for inspection during usual business 

hours on any weekday (Saturdays, Sundays and public holidays excepted) at the registered office of the Issuer 

and the Principal Paying Agent for so long as the Notes are outstanding: 

(i) this Securities Note; 

(ii) the Supplemental Trust Deed; 

(iii) the documents specified in paragraph 5 of "General Information" in the Registration Document 

dated 20 March 2018; and 

(iv) the Swap Agreement.  

4. For so long as the Notes are outstanding, copies of the documents listed in 3 above will be available for 

inspection at the registered office of the Issuer and at the Principal Paying Agent in London. 

5. The Notes will initially be represented by a Registered Global Note.  This Registered Global Note will be 

exchanged in whole but not in part for Registered Note Certificates in limited circumstances. 

6. The Notes have been accepted for clearance through Euroclear and Clearstream, Luxembourg.  The Common 

Codes of the Notes and the International Securities Identification Numbers ("ISIN") for the Notes are 

179917050 (144A) / 179907216 (Reg S) and XS1799170508 (144A) / XS1799072167 (Reg S), respectively. 

7. The Issuer has obtained all necessary consents, approvals and authorisations in Ireland (if any) in connection 

with the issue and performance of the Notes.  The issue of the Notes was authorised by resolutions of the 

Board of Directors of the Issuer passed on or about 28 March 2018. 

8. Pursuant to the terms of the Principal Trust Deed, a Trustee may retire upon the giving of three months' notice 

to the Issuer and each Secured Creditor or may be removed by an Extraordinary Resolution of the Holders of 

the relevant Series of Notes.  In circumstances of notice of retirement or removal the Issuer shall procure the 

appointment of a new trustee as soon as reasonably practicable and such retirement or removal shall not 

become effective until a successor trustee has been appointed. 

9. The Notes are governed by and shall be construed in accordance with English law. 

10. The Issuer has irrevocably agreed for the benefit of the Noteholders that the Courts of England shall have 

jurisdiction to hear and determine any suit, action or proceedings, and to settle any disputes, which may arise 

out of or in connection with the Notes, and, for such purposes has irrevocably submitted to the jurisdiction of 

such courts. 
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11. Application has been made to list the Notes on the Irish Stock Exchange.  No assurances can be given that such 

listing will be successful and/or maintained and no assurance can be given that such listing will be obtained on 

or prior to the Issue Date.  

12. The Issuer does not intend to provide post issuance transaction information regarding the Notes and/or the 

performance of any Underlying Assets, other than information which it is required to provide to Noteholders in 

accordance with the Conditions. 

13. Arthur Cox Listing Services Limited is acting solely in its capacity as listing agent for the Issuer in relation to 

the Notes and is not itself seeking admission of the Notes to the Official List of the Irish Stock Exchange or to 

trading on the Regulated Market of the Irish Stock Exchange for the purposes of the Prospectus Directive. 
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