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Risks Associated With a Pledged Asset Line®
and Pledging Securities as Loan Collateral

This notice contains important information for clients applying for a
Pledged Asset Line.

Client copy: Please retain this document for your files.

The Pledged Asset Line requires the pledge of securities to Charles
Schwab Bank, SSB (“Schwab Bank”) as collateral. The pledged
securities are held in a special securities collateral account at Charles
Schwab & Co., Inc. (“Schwab Brokerage”). Entering into the Pledged
Asset Line and pledging securities as collateral involve a high degree
of risk, including those risks listed below. If you determine that a
Pledged Asset Line is appropriate for you and you apply for a Pledged
Asset Line, you should read the Pledged Asset Line Agreement, the
other loan documents and this notice carefully, so you understand your
obligations as a borrower, guarantor or pledgor, as the case may be,
and the risks associated with pledging securities as collateral.

The Pledged Asset Line is an uncommitted revolving line of credit that
is due and payable immediately upon demand by Schwab Bank. All
loan requests made on the Pledged Asset Line are accepted or
rejected in Schwab Bank’s sole discretion, and Schwab Bank is not
obligated to honor any loan request. Schwab Bank may, in its sole
discretion, demand payment of all or any part of the Pledged Asset
Line obligations at any time, for any reason, or no reason.

Schwab Bank can force the sale of securities in your collateral account.
If you fail to pay all or any part of your Pledged Asset Line obligations,
Schwab Bank can sell any or all of the securities in the collateral
account to satisfy the Pledged Asset Line obligations. The Pledged
Asset Line is a full recourse obligation, and you will still be
responsible for satisfying any obligation that remains outstanding
after such a sale.

You can lose more assets than you deposit in your collateral account. A
decline in the value of the securities in the collateral account may
result in Schwab Bank making a demand on your Pledged Asset Line
that requires either the payment of all or a portion of the Pledged
Asset Line obligations, or the addition of more collateral to the
collateral account. You should monitor the collateral value on a regular
basis and keep the value of the eligible securities in the collateral
account at or above what Schwab Bank requires. If the value of the
eligible collateral declines, you should deposit sufficient additional
funds or acceptable securities as soon as possible. You should
consider keeping a readily available cash reserve or additional
securities on hand for this purpose.

Your collateral account also secures any obligations owed to Schwab
Brokerage. In addition to securing your Pledged Asset Line obligations,
your collateral account secures any obligations owed to Schwab
Brokerage. If you fail to pay those obligations, Schwab Brokerage may
sell securities in your collateral account and debit the collateral
account to satisfy those obligations. Such sales and debits by Schwab
Brokerage would reduce the assets held in the collateral account and
could result in a demand by Schwab Bank on your Pledged Asset Line.

Schwab Bank may instruct Schwab Brokerage or your Money Manager
(“MM”) (if applicable) to sell your securities without contacting you.
Schwab Bank will use commercially reasonable efforts to notify you,
but under certain circumstances, Schwab Bank may not be able to
reach you before selling securities in your collateral account. Although
Schwab Premier Bank will attempt to notify you, Schwab Bank is not
required to do so. Even if you have been contacted and provided a

specific date by which you should add collateral to the collateral
account or make a payment to Schwab Bank, Schwab Bank may still
take steps it deems necessary to protect its financial interests,
including instructing Schwab Brokerage to immediately sell securities
or instructing a portfolio manager or MM with discretionary authority
over your Pledged Account to sell securities, without contacting you.

You are not entitled to choose which securities in your account are
liquidated or sold. Because the securities are collateral for the loan or
line of credit, Schwab Bank has the right to decide which securities to
sell in order to protect its interests.

Schwab Bank can increase its collateral maintenance requirements at
any time and is not required to provide you with advance written notice.
These changes in Schwab Bank’s policy may take effect immediately
and may result in Schwab Bank making a demand on your Pledged
Asset Line obligations that requires either the payment of all or a
portion of the Pledged Asset Line obligations or the addition of more
collateral to the collateral account. Your failure to satisfy these
demands may cause Schwab Brokerage or an MM to liquidate or sell
securities in your account.

You are not entitled to an extension of time. While Schwab Bank may,
in its sole discretion, agree to grant an extension of time for you to
respond to a demand under certain conditions, you do not have a right
to an extension.

You may incur adverse tax consequences if your securities are sold or
otherwise liquidated in connection with your pledge of securities as
loan collateral. If Schwab Bank forces a sale of some or all of your
securities, such sales may be at prices higher than your initial
acquisition cost. This may result in a taxable event, and you may be
liable for taxes on the gain realized on the sale. You should consult
your tax advisor in order to understand fully the tax implications
associated with pledging securities as loan collateral.

There are additional risks for pledging a Managed Account.

(A “Managed Account” is an account enrolled in an investment
advisory wrap fee program sponsored by Schwab Brokerage.) If
Schwab Bank decides to force a sale of securities in your Managed
Account, a forced liquidation of assets will disrupt the money
manager’s investment strategy, result in the sale of securities that
your money manager would otherwise not sell, and could negatively
impact the performance of your Managed Account. Your account will
not perform the same as other accounts in the investment strategy
that did not experience forced liquidations. Your account could also
incur higher diversification risk. A less diversified portfolio will be more
vulnerable to specific market risks. Some securities in the Managed
Account may be difficult to sell quickly without incurring significant
losses, particularly in rapidly changing market conditions.

There may be alternative ways of borrowing funds that are less
expensive and involve less risk. Neither Schwab Bank nor Schwab
Brokerage in any way represents that the Pledged Asset Line is the
least expensive or least risky method of borrowing funds. You should
carefully explore all other options available to you to determine which
option is best for your personal situation.
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