
Ellington Financial LLC
Form S-3
November 04, 2011

As filed with the Securities and Exchange Commission on November 4, 2011

Registration No. 333-            

UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

Form S-3

REGISTRATION STATEMENT
UNDER THE SECURITIES ACT OF 1933

Ellington Financial LLC
(Exact name of registrant as specified in its governing instruments)

Delaware 26-0489289
(State or Other Jurisdiction of

Incorporation or Organization)

(I.R.S. Employer

Identification No.)

Edgar Filing: Ellington Financial LLC - Form S-3

1



53 Forest Avenue

Old Greenwich, Connecticut 06870

(203) 698-1200

(Address, including zip code, and telephone number, including area code, of registrant�s principal executive offices)

Laurence Penn

Chief Executive Officer

53 Forest Avenue

Old Greenwich, Connecticut 06870

(203) 698-1200

(Name, address, including zip code, and telephone number, including area code, of agent for service)

Copies to:

Daniel M. LeBey

Christopher C. Green

Hunton & Williams LLP

Riverfront Plaza, East Tower

951 E. Byrd Street

Richmond, Virginia 23219-4074

(804) 788-8200

(804) 788-8218 (Facsimile)

Approximate date of commencement of proposed sale to the public: From time to time after the effective date of this registration statement.

If the only securities being registered on this Form are being offered pursuant to dividend or interest reinvestment plans, please check the
following box.    ¨

If any of the securities being registered on this Form are to be offered on a delayed or continuous basis pursuant to Rule 415 under the Securities
Act of 1933, other than securities offered only in connection with dividend or interest reinvestment plans, check the following box.    x
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If this Form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act, please check the following
box and list the Securities Act registration statement number of the earlier effective registration statement for the same offering.    ¨

If this Form is a post-effective amendment filed pursuant to Rule 462(c) under the Securities Act, check the following box and list the Securities
Act registration statement number of the earlier effective registration statement for the same offering.    ¨

If this Form is a registration statement pursuant to General Instruction I.D. or a post-effective amendment thereto that shall become effective
upon filing with the Commission pursuant to Rule 462(e) under the Securities Act, check the following box.    ¨

If this Form is a post-effective amendment to a registration statement filed pursuant to General Instruction I.D. filed to register additional
securities or additional classes of securities pursuant to Rule 413(b) under the Securities Act, check the following box.    ¨

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting
company. See the definitions of �large accelerated filer,� �accelerated filer� and �smaller reporting company� in Rule 12b-2 of the Exchange Act.

Large accelerated filer ¨ Accelerated filer ¨

Non-accelerated filer x  (Do not check if a smaller reporting company) Smaller reporting company ¨

CALCULATION OF REGISTRATION FEE

Title of Securities Being Registered

Proposed
Maximum
Aggregate

Offering Price(1)
Amount of

Registration Fee(2)
Common Shares Representing Limited Liability Company Interests, no par value, Preferred Shares
Representing Limited Liability Company Interests, Shareholder Rights to Purchase Limited Liability
Company Interests, Warrants to Purchase Limited Liability Company Interests and Debt Securities

(3) (3)

Total $750,000,000 $85,950

(1) An indeterminate number of the securities of each identified class of securities is being registered for possible issuance from time to time
at indeterminate prices. Includes an indeterminate amount of our securities as may be issued upon conversion of or exchange for, as the
case may be, any other securities registered under this registration statement.

(2) Calculated pursuant to Rule 457(o) of the rules and regulations of the Securities Act of 1933.
(3) Omitted pursuant to Form S-3 General Instruction II-D.

The registrant hereby amends this registration statement on such date or dates as may be necessary to delay its effective date until the
registrant shall file a further amendment which specifically states that this registration statement shall thereafter become effective in
accordance with Section 8(a) of the Securities Act of 1933 or until the registration statement shall become effective on such date as the
Commission, acting pursuant to said Section 8(a), may determine.
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The information in this prospectus is not complete and may be changed. We may not sell these securities until the registration statement
filed with the Securities and Exchange Commission is effective. This prospectus is not an offer to sell these securities and we are not
soliciting an offer to buy these securities in any state where an offer or sale is not permitted.

Prospectus

SUBJECT TO COMPLETION, DATED NOVEMBER 4, 2011

Ellington Financial LLC

$750,000,000

Common Shares Representing Limited Liability Company Interests

Preferred Shares Representing Limited Liability Company Interests

Shareholder Rights to Purchase Common or Preferred Shares Representing Limited
Liability Company Interests

Warrants to Purchase Common or Preferred Shares Representing Limited Liability
Company Interests

Debt Securities

We may offer, issue and sell, from time to time, up to an aggregate of $750,000,000 of common shares representing limited liability company
interests, which we refer to as �common shares,� preferred shares representing limited liability company interests, which we refer to as �preferred
shares,� shareholder rights to purchase common or preferred shares, which we refer to as �shareholder rights,� warrants to purchase common or
preferred shares, which we refer to as �warrants� and debt securities, which may consist of debentures, notes, or other types of debt, in one or more
offerings. We will provide specific terms of each issuance of these securities in supplements to this prospectus. We may offer and sell these
securities to or through one or more underwriters, dealers and agents, or directly to purchasers, on a continuous or delayed basis. You should
read this prospectus and any supplement carefully before you decide to invest. This prospectus may not be used to consummate sales of these
securities unless it is accompanied by a prospectus supplement.

Ellington Financial LLC is a specialty finance company that acquires and manages mortgage-related assets, including residential
mortgage-backed securities backed by prime jumbo, Alt-A and subprime residential mortgage loans, residential mortgage-backed securities for
which the principal and interest payments are guaranteed by a U.S. Government agency or a U.S. Government-sponsored entity,
mortgage-related derivatives, commercial mortgage-backed securities, commercial mortgage loans and other commercial real estate debt, as well
as corporate debt and equity securities and derivatives. We are externally managed and advised by Ellington Financial Management LLC, or our
�Manager,� an affiliate of Ellington Management Group, L.L.C.

Our common shares are listed on the New York Stock Exchange, or �NYSE,� under the symbol �EFC.� The last reported sale price of our common
shares on the NYSE on November 3, 2011 was $18.28 per share.
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Investing in these securities involves risks. You should carefully read and consider the information referred to
under �Risk Factors� on page 3 of this prospectus and any prospectus supplement before making a decision to
purchase these securities.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these securities or
determined if this prospectus is truthful or complete. Any representation to the contrary is a criminal offense.

The date of this prospectus is                     , 2011
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You should rely only on the information contained in or incorporated by reference into this prospectus, any prospectus supplement, any
free writing prospectus prepared by us or information to which we have referred you. We have not authorized any other person to
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i

Edgar Filing: Ellington Financial LLC - Form S-3

7



ABOUT THIS PROSPECTUS

This prospectus is part of a registration statement that we filed with the Securities and Exchange Commission, or �SEC.� Under this shelf
registration statement, we may offer and sell any combination of our common shares, preferred shares, shareholder rights, warrants and debt
securities in one or more offerings. This prospectus provides you with a general description of the securities we may offer. Each time we offer to
sell securities under this shelf registration statement, we will provide a prospectus supplement that will contain specific information about the
terms of that offering. The prospectus supplement may add, update or change information contained in this prospectus. Before you buy any of
our securities, it is important for you to consider the information contained in this prospectus and any prospectus supplement together with
additional information described under the headings �Where You Can Find More Information.�

The SEC allows us to incorporate by reference information that is contained in certain reports and other documents that we file with them, which
means that we can disclose important information to you by referring to those documents. The information incorporated by reference is
considered to be part of this prospectus, and information that we file later with the SEC will automatically update and supersede this
information.

Except where the context suggests otherwise, �EFC,� �we,� �us� and �our� refer to Ellington Financial LLC and its subsidiaries, our �Manager� refers to
Ellington Financial Management LLC, our external manager, �Ellington� refers to Ellington Management Group, L.L.C. and its affiliated
investment advisory firms, including our Manager, and �Manager Group� refers collectively to Ellington and its principals (including family trusts
established by the foregoing) and entities in which 100% of the interests are beneficially owned by the foregoing. In certain instances, references
to our Manager and services to be provided to us by our Manager may also include services provided by Ellington and its other affiliates from
time to time.

SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

We make forward-looking statements in this prospectus and in the documents incorporated by reference in this prospectus that are subject to
risks and uncertainties. These forward-looking statements include information about possible or assured future results of our business, financial
condition, liquidity, results of operations, cash flow and plans and objectives. When we use the words �believe,� �expect,� �anticipate,� �estimate,� �plan,�
�continue,� �intend,� �should,� �would,� �could,� �goal,� �objective,� �will,� �may� or similar expressions, we intend to identify forward-looking statements.

Forward-looking statements are based on our beliefs, assumptions and expectations of our future performance, taking into account information
currently in our possession. These beliefs, assumptions and expectations are subject to risks and uncertainties and can change as a result of many
possible events or factors, not all of which are known to us. If a change occurs, our business, financial condition, liquidity and results of
operations may vary materially from those expressed, anticipated or contemplated in our forward-looking statements. You should carefully
consider these risks before you invest in our securities, along with the following factors that could cause actual results to vary from our
forward-looking statements:

� difficult conditions in the mortgage and residential real estate markets;

� the effect of the Federal Reserve�s and the Treasury�s actions and programs on the liquidity of the capital markets and the impact and
timing of any further programs or regulations implemented by the Federal Government or its agencies;

� the federal conservatorship of Fannie Mae and Freddie Mac and related efforts, along with any changes in laws and regulations
affecting the relationship between Fannie Mae, Freddie Mac and Ginnie Mae and the Federal Government;

� the impact of the downgrade of the long-term credit ratings of the U.S., Fannie Mae, Freddie Mac and Ginnie Mae;

� increased prepayments of the mortgages and other loans underlying our Agency RMBS;

� the volatility of our target markets and of the market value of our common shares;
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� increased rates of default and/or decreased recovery rates on our assets;

� mortgage loan modification programs and future legislative action;

� the degree to which our hedging strategies may or may not protect us from, or expose us to, credit or interest rate risk;

� changes in our business and strategy;

� availability, terms and deployment of capital;

� our projected financial and operating results;

� changes in interest rates and the market value of our securities;

� our ability to maintain existing financing agreements, obtain future financing arrangements and the terms of such arrangements;

� changes in economic conditions generally and the real estate and debt securities markets specifically;

� legislative or regulatory changes (including tax law changes and changes to laws governing the regulation of investment companies);

� availability of qualified personnel;

� changes in our industry;

� availability of investment opportunities;

� the degree and nature of our competition; and

� changes to GAAP.
These and other risks, uncertainties and factors, including the risk factors described in this prospectus under the heading �Risk Factors� and the
risks, uncertainties and factors described in the documents incorporated by reference in this prospectus, could cause our actual results to differ
materially from those projected in any forward-looking statements we make. All forward-looking statements speak only as of the date on which
they are made. New risks and uncertainties arise over time and it is not possible to predict those events or how they may affect us. Except as
required by law, we are not obligated to, and do not intend to, update or revise any forward-looking statements, whether as a result of new
information, future events or otherwise.

2
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ELLINGTON FINANCIAL LLC

Our Company

Ellington Financial LLC is a specialty finance company formed in August 2007 that acquires and manages mortgage-related assets. Our primary
objective is to generate attractive, risk-adjusted total returns for our shareholders by making investments that we believe compensate us
appropriately for the risks associated with them. We seek to attain this objective by utilizing an opportunistic strategy. Our targeted assets
currently include:

� residential mortgage-backed securities, or �RMBS,� backed by prime jumbo, Alternative A-paper, or �Alt-A,� and subprime residential
mortgage loans, or �non-Agency RMBS�;

� RMBS for which the principal and interest payments are guaranteed by a U.S. Government agency or a U.S. Government-sponsored
entity, or �Agency RMBS�;

� mortgage-related derivatives;

� commercial mortgage-backed securities, or �CMBS,� commercial mortgage loans and other commercial real estate debt; and

� corporate debt and equity securities and derivatives.
We also may opportunistically acquire and manage other types of mortgage-related assets and financial assets, such as residential whole
mortgage loans, asset-backed securities, or �ABS,� backed by consumer and commercial assets and non-mortgage-related derivatives.

We believe that we have been organized and have operated so that we have qualified, and will continue to qualify, to be treated for U.S. federal
income tax purposes as a partnership and not as an association or a publicly traded partnership taxable as a corporation.

Our Manager and Ellington

We are externally managed and advised by our Manager, an affiliate of Ellington, pursuant to a management agreement. Our Manager was
formed solely to serve as our manager and does not have any other clients. In addition, our Manager currently does not have any employees and
instead relies on the employees of Ellington to perform its obligations to us pursuant to a services agreement between our Manager and
Ellington. Ellington is an investment management firm and registered investment advisor with a 16-year history of investing in a broad spectrum
of mortgage-backed securities, or �MBS,� and related derivatives.

Our Corporate Information

Our principal executive offices are located at 53 Forest Avenue, Old Greenwich, CT 06870. Our telephone number is (203) 698-1200. Our
internet address is www.ellingtonfinancial.com. Our internet web site, and the information contained therein or connected thereto, does not
constitute part of this prospectus.

RISK FACTORS

Investment in our securities involves significant risks. Before making an investment decision, you should carefully read and consider the
information set forth under the heading �Risk Factors� in our most recent Annual Report on Form 10-K and any subsequent Quarterly Reports on
Form 10-Q (which descriptions are incorporated by reference herein), as well as the other information contained or incorporated by reference in
this prospectus or in any prospectus supplement hereto before making a decision to invest in our securities. See �Where You Can Find More
Information,� below.
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USE OF PROCEEDS

Unless otherwise indicated in an accompanying prospectus supplement, we intend to use the net proceeds from the sale of securities offered by
this prospectus and the accompanying prospectus supplement for the purchase of our targeted assets and for general corporate purposes.

RATIO OF EARNINGS TO FIXED CHARGES AND OF EARNINGS TO COMBINED FIXED CHARGES

AND PREFERRED SHARE DIVIDENDS

The following table sets forth our ratio of earnings to fixed charges and of earnings to combined fixed charges and preferred share dividends for
each of the periods indicated:

Six
Months
Ended Fiscal Years Ended December 31,
June 30,
2011 2010 2009 2008 2007(1)

Ratio of Earnings to Fixed Charges(2) 4.1x 11.6x 38.9x 0.61x �  
Ratio of Earnings to Combined Fixed Charges and Preferred Share Dividends(2) 4.1x 11.6x 38.9x 0.61x �  

(1) For the period August 17, 2007 (date operations commenced) through December 31, 2007.
(2) Fixed charges consist of interest expense for the nine months ended September 30, 2011 and the fiscal years ended December 31, 2010,

2009 and 2008. There were no fixed charges for the period ended December 31, 2007.
We computed the ratio of earnings to fixed charges by dividing earnings by fixed charges. We computed the ratio of earnings to combined fixed
charges and preferred share dividends by dividing earnings by the sum of fixed charges and dividends on outstanding preferred shares. In each
case, earnings represent increase (decrease) in shareholders� equity resulting from operations plus fixed charges and preferred share dividends, if
any. Fixed charges include interest expense. During the periods presented in the table above, no preferred shares were outstanding. For the fiscal
year ended December 31, 2008, earnings were insufficient to cover fixed charges and combined fixed charges and preferred share dividends by
approximately $2.4 million.

4
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DESCRIPTION OF COMMON SHARES

The following description of our common shares sets forth certain general terms and provisions of the common shares to which any prospectus
supplement may relate, including a prospectus supplement which provides for common shares issuable pursuant to shareholder rights or upon
conversion of securities which are offered pursuant to such prospectus supplement and convertible into common shares under the terms and
conditions set forth in such prospectus supplement, and will apply to any common shares offered by this prospectus unless we provide otherwise
in the applicable prospectus supplement.

Our operating agreement provides for the issuance of our common shares, as well as certain terms of our common shares. The following is a
summary of some of the terms of our common shares, our operating agreement and the Delaware LLC Act, and is not complete and is subject to,
and qualified in its entirety by reference to, all of the provisions of our operating agreement and the Delaware LLC Act.

Authorized Shares

Each of our common shares represents a limited liability company interest in Ellington Financial LLC. We are authorized to issue, pursuant to
action by our board of directors and without action by our shareholders, up to 100,000,000 common shares and up to 10,000,000 LTIP units that
are convertible into common shares as described below. As of November 1, 2011, 16,491,131 common shares were issued and outstanding.

General

Upon payment in full of the consideration payable with respect to the common shares, as determined by our board of directors, such
shareholders shall not be liable to us to make any additional capital contributions with respect to such shares (except as otherwise required by
Sections 18-607 and 18-804 of the Delaware LLC Act�see �Certain Provisions of Delaware Law and Our Operating Agreement-Limited Liability�).
No holder of common shares is entitled to preemptive, redemption or conversion rights.

Voting Rights

The holders of common shares are entitled to one vote per share held of record on all matters submitted to a vote of our shareholders. Generally,
all matters to be voted on by our shareholders must be approved by a majority (or, in the case of election of directors, by a plurality) of the votes
entitled to be cast by all common shares present in person or represented by proxy, voting together as a group.

Distribution Rights

In general, holders of common shares will share ratably (based on the number of common shares held) in any distribution declared by our board
of directors out of funds legally available therefor, subject to any statutory or contractual restrictions on the payment of distributions and to any
restrictions on the payment of distributions imposed by the terms of any outstanding preferred shares. Distributions consisting of common shares
may be paid only as follows: (1) common shares may be paid only to holders of common shares; and (2) shares shall be paid proportionally with
respect to each outstanding common share.

Liquidation Rights

Upon our dissolution, liquidation or winding up, after payment in full of all amounts required to be paid to creditors and to the holders of
preferred shares having liquidation preferences, if any, the holders of our common shares will be entitled to receive our remaining assets
available for distribution (only to the extent such assets are converted to cash) in accordance with and to the extent of positive balances in the
respective capital accounts after taking into account certain adjustments. If our assets remaining after payment or discharge of our debts or
liabilities are insufficient to return their capital contributions, the holders of our common shares shall have no recourse against us or any other
holder of our common shares or our Manager.

Other Matters

In the event of our merger or consolidation with or into another entity in connection with which our common shares are converted into or
exchangeable for shares of stock, other securities or property (including cash),

5
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all holders of common shares will thereafter be entitled to receive the same kind and amount of shares of stock and other securities and property
(including cash). Under our operating agreement, in the event of an inadvertent termination of partnership status in which the Internal Revenue
Service, or the �IRS,� has granted us limited relief, each holder of our common shares also is obligated to make such adjustments or to pay such
amounts as are required by the IRS to maintain our status as a partnership for U.S. federal (and applicable state) income tax purposes.

LTIP Units

In connection with our August 2007 private offering, our Board of Directors adopted the Ellington Incentive Plan for Individuals, or the
�individual incentive plan,� and the Ellington Incentive Plan for Entities, or the �entity incentive plan,� referred to collectively in this prospectus as
the �incentive plans.� Our Manager�s directors, officers, employees and affiliates who provide services to us and our officers, directors, employees,
consultants and advisors who are natural persons are eligible to receive awards under the individual incentive plan. Our Manager, consultants
and advisors who are not natural persons are eligible to receive awards under the entity incentive plan. The incentive plans are administered by
our Compensation Committee. The incentive plans each have a term of ten years from the date of adoption.

As of November 1, 2011, a combined total of 623,750 Long-Term Incentive Plan (�LTIP�) units remain available for issuance. Upon vesting,
LTIP units are transferable on a one-for-one basis into common shares. In each subsequent calendar year, the maximum limit on the number of
common shares and LTIP units issuable under both incentive plans shall increase by an amount equal to six percent (6%) of the difference, if
any (but not less than zero) between (1) the number of common shares that are outstanding as of the last day of such calendar year and (2) the
number of common shares that are outstanding as of the last day of the immediately preceding calendar year (excluding any securities issued
under the plans). The individual incentive plan requires that of the number of common shares and LTIP units available for awards under both
plans, 62,500 common shares be reserved for awards to be made to our independent directors. As of November 1, 2011, 21,250 LTIP units had
been issued pursuant to our individual incentive plan and 375,000 LTIPs had been issued pursuant to our entity incentive plan. In no event shall
the number of common shares and LTIP units issued pursuant to both incentive plans exceed 10,000,000. In the event that an award expires, or
is forfeited, cancelled or otherwise terminates without the issuance of shares, such common shares subject to such award will again be available
for subsequent awards, except as prohibited by law. In addition, common shares that we withhold in satisfaction of the holder�s obligation to
remit an exercise price or withholding taxes will be available for future awards.

Upon the occurrence of any event that affects our common shares in such a way that an adjustment of outstanding awards is appropriate in order
to prevent the dilution or enlargement of rights under the awards (including, without limitation, any extraordinary dividend or other distribution
(whether in cash or in kind), recapitalization, stock split, reverse split, reorganization, merger, consolidation, spin-off, combination, repurchase,
or share exchange, or other similar corporate transaction or event), the Compensation Committee shall make appropriate equitable adjustments,
which may include, without limitation, adjustments to any or all of the number and kind of common shares (or other securities) which may
thereafter be issued in connection with such outstanding awards and adjustments to any exercise price specified in the outstanding awards and
shall also make appropriate equitable adjustments to the number and kind of common shares (or other securities) authorized by or to be granted
under the incentive plans. Such other substitutions or adjustments shall be made respecting awards granted under the incentive plans as may be
determined by the Compensation Committee, in its sole discretion. In connection with any event described in this paragraph, the Compensation
Committee may provide, in its discretion, for the cancellation of any outstanding award and payment in cash or other property in exchange
therefor, equal to the difference, if any, between the fair market value of our common shares or other property subject to the award, and the
exercise price, if any.

The Compensation Committee has the authority under the incentive plans to determine the terms and conditions of any awards thereunder,
including the terms of any LTIP units. In general, LTIP units will comprise a separate class or classes of our limited liability company interests.
Each LTIP unit awarded will typically be deemed to be the equivalent of one common share under the incentive plans. In connection with each
grant of LTIP units, the Compensation Committee sets the relevant terms of such grant, including the number, vesting schedule (including any
performance-based vesting conditions) and forfeiture provisions, rights to distributions, allocations of income and capital accounts, required
capital contributions, if any, voting rights and conversion features, among other
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things. As equity interests, the LTIP units are also subject to the terms of our operating agreement. LTIP units may be granted either as
free-standing awards or in tandem with other awards under our incentive plans.

In addition to LTIP units, the incentive plans also permit awards of restricted common shares. A restricted common share award is an award of
our common shares that may be subject to forfeiture (vesting), restrictions on transferability and such other restrictions, if any, as the
Compensation Committee may impose at the date of grant. The restrictions may lapse at such times and under such circumstances, including,
without limitation, a specified period of employment or the satisfaction of pre-established criteria, in such installments or otherwise, as our
Compensation Committee may determine. Except to the extent restricted under an award agreement, the holder of a restricted common share has
all of the rights of a shareholder, including, without limitation, the right to vote and the right to receive distributions on the restricted common
shares. Although distributions are paid on all restricted common shares, whether or not vested, at the same rate and on the same date as common
shares, the award agreement may prohibit holders of restricted common shares from transferring such restricted common shares until they vest.
All restrictions on restricted common shares granted under the incentive plans will be removed immediately and fully upon a change of control
of us.

The Compensation Committee may also grant share appreciation rights, performance awards and other share and non-share-based awards under
the incentive plans. These awards may be subject to such conditions and restrictions as the compensation committee may determine, including,
but not limited to, the achievement of certain performance goals or continued employment with us through a specific period. Generally, holders
are not permitted to sell, transfer, pledge or assign any award, and all awards shall be exercisable, during the holder�s lifetime, only by the holder;
provided, however, that the Compensation Committee may, in its sole discretion, provide that certain awards may be transferable subject to
certain restrictions.

Generally, holders are not permitted to sell, transfer, pledge or assign any award, and all awards shall be exercisable, during the holder�s lifetime,
only by the holder; provided, however, that the Compensation Committee may, in its sole discretion, provide that certain awards may be
transferable subject to certain restrictions.

Our Compensation Committee may at any time amend, alter, suspend or discontinue the incentive plans, but cannot, without a participant�s
consent, take any action that would impair the rights of such participant under any award granted under the plans. To the extent required by law,
the Compensation Committee will obtain approval of the shareholders for any amendment that would:

� increase the total number of common shares reserved for issuance under the incentive plans (other than through adjustment as
provided in the incentive plan);

� change the class of eligible participants under the incentive plans; or

� otherwise require such approval.
Restrictions on Transfer

See �Certain Provisions of Delaware Law and Our Operating Agreement� for a description of restrictions on transfers of our shares including our
common shares and for a description of other provisions of the Operating Agreement affecting your investment in our common shares.
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DESCRIPTION OF PREFERRED SHARES

The following description of our preferred shares sets forth certain general terms and provisions of the preferred shares to which any prospectus
supplement may relate, including a prospectus supplement which provides for preferred shares issuable pursuant to shareholder rights or upon
conversion of securities which are offered pursuant to such prospectus supplement and convertible into preferred shares under the terms and
conditions set forth in such prospectus supplement, and will apply to any preferred shares offered by this prospectus unless we provide otherwise
in the applicable prospectus supplement.

Our operating agreement authorizes our board of directors, without action by our shareholders, to approve the issuance of up to 100,000,000
preferred shares. The following is a summary of some of the terms of our preferred shares, our operating agreement and the Delaware LLC Act,
and is not complete and is subject to, and qualified in its entirety by reference to, all of the provisions of our operating agreement and the
Delaware LLC Act.

As of November 1, 2011, no preferred shares were issued and outstanding. Unless required by law or by any stock exchange, the authorized
preferred shares will be available for issuance without further action by common shareholders.

Our board of directors is able to determine, with respect to any series of preferred shares, the terms and rights of that series, including:

� the designation of the series;

� the amount of preferred shares of the series, which our board may, except where otherwise provided in the preferred shares
designation, increase or decrease, but not below the number of preferred shares of the series then outstanding;

� whether distributions, if any, will be cumulative or non-cumulative and the dividend rate of the series;

� the dates at which distributions, if any, will be payable;

� the redemption rights and price or prices, if any, for preferred shares of the series;

� the terms and amounts of any sinking fund provided for the purchase or redemption of the preferred shares of the series;

� the amounts payable on preferred shares of the series in the event of any voluntary or involuntary liquidation, dissolution or
winding-up of the affairs of our company;

� whether the preferred shares of the series will be convertible into or exchangeable for interests of any other class or series, or any
other security, of our company or any other entity, and, if so, the specification of the other class or series or other security, the
conversion or exchange price or prices or rate or rates, any rate adjustments, the date or dates on which, the period or periods during
which, the shares will be convertible or exchangeable and all other terms and conditions upon which the conversion or exchange may
be made;

� restrictions on the issuance of preferred shares of the series or of any shares of any other class or series; and

� the voting rights, if any, of the holders of the preferred shares of the series.
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The designations, preferences, rights, powers and duties of each series of preferred shares will be set forth in a designating amendment to our
operating agreement that is approved by our board of directors and annexed to our operating agreement.

Our operating agreement authorizes our board of directors to classify and reclassify any unissued common or preferred shares into other classes
or series of shares. We could issue or reclassify a series of preferred shares that could, depending on the terms of the series, impede or
discourage an acquisition attempt or other transaction that
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some, or a majority, of holders of common shares might believe to be in their best interests or in which holders of common shares might receive
a premium for their common shares over the market value of the common shares.

Restrictions on Transfer

See �Certain Provisions of Delaware Law and Our Operating Agreement� for a description of restrictions on transfers of our shares including our
preferred shares and for a description of other provisions of our operating agreement affecting your investment in our preferred shares.
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DESCRIPTION OF SHAREHOLDER RIGHTS

This section describes the general terms and provisions of the rights to purchase certain of our securities that we may issue to holders of our
securities pursuant to this prospectus. The applicable prospectus supplement will describe the specific terms of the rights then issued, and the
terms and provisions described in this section will apply only to the extent not superseded by the terms of the applicable prospectus supplement.

We may issue, as a dividend at no cost, to holders of record of our securities or any class or series thereof on the applicable record date, rights to
purchase common or preferred shares. In this prospectus, we refer to such rights as �shareholder rights.� If shareholder rights are so issued to
existing holders of securities, each shareholder right will entitle the registered holder thereof to purchase the securities issuable upon exercise of
the rights pursuant to the terms set forth in the applicable prospectus supplement.

If shareholder rights are issued, the applicable prospectus supplement will describe the terms of such shareholder rights including the following
where applicable:

� record date;

� subscription price;

� subscription agent;

� aggregate number of common or preferred shares purchasable upon exercise of such shareholder rights and in the case of shareholder
rights for preferred shares, the designation, aggregate number, and terms of the class or series of preferred shares purchasable upon
exercise of such shareholder rights;

� the date on which the right to exercise such shareholder rights shall commence and the expiration date on which such right shall
expire;

� material U.S. federal income tax considerations; and

� other material terms of such shareholder rights.
In addition to the terms of the shareholder rights and the securities issuable upon exercise thereof, the prospectus supplement may describe, for a
holder of such shareholder rights who validly exercises all shareholder rights issued to such holder, how to subscribe for unsubscribed securities,
issuable pursuant to unexercised shareholder rights issued to other holders, to the extent such shareholder rights have not been exercised.

Holders of shareholder rights will not be entitled, by virtue of being such holders, to vote, to consent, to receive dividends, to receive notice with
respect to any meeting of shareholders for the election of our directors or any other matter, or to exercise any rights whatsoever as shareholders
of our company, except to the extent described in the related prospectus supplement.
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DESCRIPTION OF WARRANTS

This section describes the general terms and provisions of the warrants that we may offer by this prospectus. The applicable prospectus
supplement will describe the specific terms of the warrants then offered, and the terms and provisions described in this section will apply only to
the extent not superseded by the terms of the applicable prospectus supplement.

We may issue warrants for the purchase of common shares or preferred shares, respectively referred to as common share warrants and preferred
share warrants. Warrants may be issued independently or together with any other securities offered by this prospectus and any accompanying
prospectus supplement and may be attached to or separate from such other securities. Each issuance of the warrants will be issued under a
separate warrant agreement to be entered into by us and a bank or trust company, as warrant agent, all as set forth in the prospectus supplement
relating to the particular issue of offered warrants. Each issue of warrants will be evidenced by warrant certificates. The warrant agent will act
solely as an agent of ours in connection with the warrant certificates and will not assume any obligation or relationship of agency or trust for or
with any holder of warrant certificates or beneficial owners of warrants.

If we offer warrants pursuant to this prospectus in the future, the applicable prospectus supplement will describe the terms of such warrants,
including the following, where applicable:

� the offering price;

� the aggregate number of shares purchasable upon exercise of such warrants, and in the case of warrants for preferred shares, the
designation, aggregate number, and terms of the class or series of preferred stock purchasable upon exercise of such warrants;

� the designation and terms of the securities with which such warrants are being offered, if any, and the number of such warrants being
offered with each such security;

� the date on and after which such warrants and any related securities will be transferable separately;

� the number of preferred shares or common shares purchasable upon exercise of each of such warrants and the price at which such
number of preferred shares or common shares may be purchased upon such exercise;

� the date on which the right to exercise such warrants shall commence and the expiration date on which such right shall expire;

� material U.S. federal income tax considerations applicable to the warrants; and

� any other material terms of such warrants.
Holders of future warrants, if any, will not be entitled by virtue of being such holders, to vote, to consent, to receive dividends, to receive notice
with respect to any meeting of shareholders for the election of our directors or any other matter, or to exercise any rights whatsoever as
shareholders of the Company.

If warrants for the purchase of preferred shares are offered, the applicable prospectus supplement will also describe the terms of the preferred
shares into which the warrants are exercisable as described under �Description of Preferred Shares.�
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DESCRIPTION OF DEBT SECURITIES

General

The debt securities offered by this prospectus will be our direct unsecured general obligations. This prospectus describes certain general terms of
the debt securities offered through this prospectus. In the following discussion, we refer to any of our direct unsecured general obligations as the
�Debt Securities.� When we offer to sell a particular series of Debt Securities, we will describe the specific terms of that series in a prospectus
supplement or any free writing prospectus. The Debt Securities will be issued under an open-ended Indenture (for Debt Securities) between us
and a trustee to be selected by us at or about the time we offer our Debt Securities. The form of open-ended Indenture (for Debt Securities) is
incorporated by reference into the registration statement of which this prospectus is a part and is filed as an exhibit to the registration statement.
In this prospectus we refer to the Indenture (for Debt Securities) as the �Debt Securities Indenture.� We refer to the trustee under any Debt
Securities Indenture as the �Debt Securities Trustee.�

The prospectus supplement or any free writing prospectus applicable to a particular series of Debt Securities may state that a particular series of
Debt Securities will be our subordinated obligations. The form of Debt Securities Indenture referred to above includes optional provisions
(designated by brackets (�[    ]�)) that we would expect to appear in a separate indenture for subordinated debt securities in the event we issue
subordinated debt securities. In the following discussion, we refer to any of our subordinated obligations as the �Subordinated Debt Securities.�
Unless the applicable prospectus supplement or any free writing prospectus provides otherwise, we will use a separate Debt Securities Indenture
for any Subordinated Debt Securities that we may issue. Our Debt Securities Indenture will be qualified under the Trust Indenture Act of 1939,
as amended, or the �Trust Indenture Act,� and you should refer to the Trust Indenture Act for the provisions that apply to the Debt Securities.

We have summarized selected provisions of the Debt Securities Indenture below. Each Debt Securities Indenture will be independent of any
other Debt Securities Indenture unless otherwise stated in a prospectus supplement or any free writing prospectus. The summary that follows is
not complete and the summary is qualified in its entirety by reference to the provisions of the applicable Debt Securities Indenture. You should
consult the applicable Debt Securities, Debt Securities Indenture, any supplemental indentures, form of note, officers� certificates and other
related documents for more complete information on the Debt Securities. These documents appear as exhibits to, or are incorporated by
reference into, the registration statement of which this prospectus is a part, or will appear as exhibits to other documents that we will file with the
SEC, which will be incorporated by reference into this prospectus. In the summary below, we have included references to applicable section
numbers of the Debt Securities Indenture so that you can easily locate these provisions.

Ranking

Our Debt Securities that are not designated Subordinated Debt Securities will be effectively subordinated to all secured indebtedness that we
have outstanding from time to time to the extent of the value of the collateral securing such secured indebtedness. Our Debt Securities that are
designated Subordinated Debt Securities will be subordinate to all outstanding secured indebtedness as well as Debt Securities that are not
designated Subordinated Debt Securities. We incur indebtedness from time to time to finance many of our assets pursuant to repurchase
agreements. This indebtedness is deemed to be secured indebtedness. As a result, we have a significant amount of secured indebtedness at any
given time in relation to our total assets. The Debt Securities Indenture does not limit the amount of secured indebtedness that we may issue or
incur. For a more detailed description regarding our risk exposure on our repurchase agreements, see �Management�s Discussion and Analysis of
Financial Condition and Results of Operation�Liquidity and Capital Resources� in our Annual Report on Form 10-K for the fiscal year ended
December 31, 2010 filed on March 16, 2011 and incorporated herein by reference.

Our ability to meet our financial obligations with respect to any future Debt Securities, and cash needs generally, is dependent on our operating
cash flow, our ability to access various sources of short- and long-term liquidity, including our repurchase agreements, and the capital markets.
Holders of our Debt Securities will effectively have a junior position to claims of our creditors, including trade creditors, debt holders, secured
creditors, taxing authorities and guarantee holders.
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Provisions of a Particular Series

The Debt Securities may from time to time be issued in one or more series. You should consult the prospectus supplement or free writing
prospectus relating to any particular series of Debt Securities for the following information:

� the title of the Debt Securities;

� any limit on the aggregate principal amount of the Debt S
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