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Subscription Instructions 

The Investor must deliver an executed set of subscription documents, consisting of the following: 

(1) The Subscription Agreement enclosed herein; and 

(2) All information, documentation, and other materials requested by the Issuer, or by a third 

party (including, without limitation, Securitize, Inc.) on behalf of the Issuer, in 

connection herewith (collectively, the “Accredited Investor Qualification Materials”). 

Delivery Instructions 

The executed subscription documents should be delivered to the following address: 

Ernesto Vila, 1500 NW 89th Court, Suite 121, Doral, Florida 33172 

E-mail: legal@consolfreight.com 

Payment Instructions 

Subscription funds payable in the form of Dai (as defined below) should be sent as described in 

instructions to be provided separately by Centrifuge, Inc. (the “Payment Instructions”). 

Please notify ConsolFreight Pilot LLC (Series 4) at info@consolfreight.com once 

Dai have been sent. 

The Issuer will hold all Dai until accepted for use by the Issuer.  If the subscription is not accepted, 

the subscription documents shall have no force or effect, and the Dai will be promptly returned to 

you.  If the subscription is accepted, a copy of the “Acceptance” page below, signed by the Issuer, 

will be returned to you. 

Additional Information and Questions 

For additional information concerning subscriptions and subscription procedures, prospective 

investors should contact the Issuer at the address for delivery first specified above. 

* * * 

We have provided you copies of the Subscription Agreement, each of the other Offering 

Agreements (as defined below) and the “ConsolFreight Series 4 - Executive Summary” (the 

“Executive Summary”) containing information regarding the Offering for your review (which 

summary may be updated by the Issuer from time to time as described herein), and the Terms of 

the DROP Tokens (as defined below) are publicly available on the Ethereum blockchain (these 

materials are referred to collectively herein as the “Offering Materials”). 

Investor Type (select one): 
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CONSOLFREIGHT PILOT LLC (SERIES 4) 

SUBSCRIPTION AGREEMENT 

This Subscription Agreement (this “Agreement”) is made and entered into by and between 

the undersigned (the “Investor”) and Series 4 of ConsolFreight Pilot LLC, a Delaware limited 

liability company (the “Issuer”), with reference to the facts set forth below. 

WHEREAS, subject to the terms and conditions of this Agreement, the Investor wishes to 

subscribe for and purchase ConsolFreight Series 4 DROP Tokens (collectively, the “DROP 

Tokens”) to be issued by the Issuer using the Tinlake blockchain protocol (the “Tinlake 

Protocol”), which is a set of smart contracts capable of minting DROP Tokens and TIN Tokens 

(as defined below) representing equal shares of the proceeds of the Underlying Assets (as defined 

below); 

WHEREAS, the Investor has received and reviewed the terms of the offering (the 

“Offering”) of DROP Tokens sold to prospective investors as provided in the Offering Materials; 

WHEREAS, each DROP Token is an ERC-20 token on the Ethereum blockchain 

corresponding to a revolving pool of payment obligations (the “Underlying Assets”) of various 

businesses and individuals (“Payment Obligors”) owing to Issuer; 

WHEREAS, the DROP Tokens do not have a fixed maturity date, but rather may be 

redeemed by the Investor in whole or in part upon request by the Investor on a periodic basis, 

subject to the terms and conditions set forth herein; 

WHEREAS, subscription funds payable by the Investor hereunder will be payable in Dai, 

a cryptocurrency stabilized against the value of the United States dollar pursuant to the MakerDAO 

Dai Stablecoin System (“Dai”); 

WHEREAS, pursuant to the terms of the Tinlake Protocol, the DROP Tokens issued to the 

Investor will be transferred to the investor in accordance with the procedure set forth in the 

Payment Instructions; 

WHEREAS, as a result of the DROP Tokens purchased by the Investor, the Investor will 

be bound by all of the terms and conditions of the Offering Materials; 

WHEREAS, Consol Freight LLC, a Florida limited liability company is the sole member 

of the Issuer (the “Issuer Parent”). 

WHEREAS, the Issuer Parent is also managing the business relationship with the Payment 

Obligors and is originating the Underlying Assets on their (the Payment Obligors) behalf and also 

being the asset originator (the “Asset Originator”). 

WHEREAS, on or prior to the sale of DROP Tokens hereunder, the Issuer Parent by itself 

or together with one or more other parties, will purchase a separate tranche of tokens, the 

ConsolFreight Series 4 TIN Tokens (the “TIN Tokens”) corresponding to a portion of the value 
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of the Underlying Assets as specified in the Executive Summary (and any subsequent updates 

thereto); 

WHEREAS, TIN Tokens will be subordinated in priority of redemption and right of 

payment to the DROP Tokens held by the Investor and will be subject to reductions in payments 

of interest and principal resulting from nonpayment of the Underlying Assets to the full extent of 

their value before the DROP Tokens may be subject to any such reduction in payments of interest 

and principal thereon. 

NOW THEREFORE, in order to implement the foregoing and in consideration of the 

mutual representations, warranties, covenants and agreements contained herein and by setting forth 

their signatures below, on the signature date listed below, the parties hereto agree as follows: 

1. Overview 

The DROP Tokens are being issued to provide liquidity to the Issuer, which intends to use 

amounts received in respect of the purchase of DROP Tokens to purchase or generate the 

Underlying Assets and pay expenses related to such transactions and to the Offering.  Payments 

received by Issuer in respect of the Underlying Assets will be used by Issuer to make payments of 

interest and principal to purchasers of DROP Tokens corresponding to such Underlying Assets on 

the terms set forth herein, in the Executive Summary attached as Annex A hereto (and any 

subsequent updates thereto) and in accordance with the Terms of the DROP Tokens.  As further 

described below, Investors will not have a security interest in the assets of the Issuer in connection 

with their purchase of the DROP Tokens. 

2. Subscription for the Purchase of DROP Tokens 

A. Subscription for DROP Tokens.  Subject to the express terms and conditions 

of this Agreement, the Investor hereby irrevocably subscribes for DROP Tokens in an amount 

shown below the Investor’s signature to this Agreement (the “Initial Subscription”).  The 

minimum amount of DROP Tokens available for purchase by each Investor in this Offering is 

5,000 Dai.  The Issuer may, in its sole discretion, without requirement of notice, accept purchases 

of less than 5,000 Dai.  The Issuer may, from time to time, in its sole discretion, offer to the Investor 

additional DROP Tokens.  The Investor may, by transferring Dai to the Issuer in accordance with 

the Payment Instructions, from time to time subscribe for additional DROP Tokens up to a 

maximum amount and for a purchase price to be communicated to the Investor through the Tinlake 

Protocol (each, an “Additional Subscription” and, together with the Initial Subscription, the 

“Subscriptions”). 

B. The Investor understands and agrees that this Agreement is intended to be 

binding on the Investor.  All Subscription funds will be transferred in Dai in accordance with the 

Payment Instructions and be available for use by the Issuer upon acceptance by the Issuer of the 

Subscriptions.  If the Subscriptions are not accepted, or, if only a portion of the Subscriptions are 

accepted, the unaccepted Subscription funds will be returned to the Investor without interest.  The 

Investor hereby acknowledges that the Issuer reserves the right, in its sole discretion, to (i) accept 

all or any part of a Subscription from any subscriber, (ii) reject any or all Subscriptions received 

for any reason and irrespective of the order in which received, (iii) request additional information 
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to verify an Investor’s suitability for the Offering, and (iv) terminate the Offering at any time 

without notice.  The Investor may not cancel, terminate or revoke any Subscription or this 

Agreement.  All Subscriptions not accepted or rejected by the termination of the Offering will be 

deemed to be rejected. 

C. Acceptance of Subscription.  If a Subscription is accepted by the Issuer, the 

Investor agrees to comply fully with the terms of this Agreement and all other applicable 

documents or instruments of the Issuer.  The Investor further agrees to execute any other necessary 

documents or instruments in connection with the Subscription and the Investor’s purchase of the 

DROP Tokens. 

D. Additional Subscription Terms.  For the avoidance of doubt, the DROP 

Tokens acquired in connection with any Additional Subscription shall have the terms and 

conditions described in the Offering Materials, including any updates to the Executive Summary 

in effect as of the date of submission of the Additional Subscription funds. 

E. The Offering.  The Offering of DROP Tokens by the Issuer is described 

herein.  Please read this Agreement in full, including the risks described in Annexes A and B 

hereto.  While this Agreement is subject to change, as described below, the Issuer advises the 

Investor to print and retain a copy of this Agreement. 

3. Purchase of DROP Tokens 

A. The Investor understands that the purchase price for the DROP Tokens set 

forth on the signature page to this Agreement is payable with the execution and submission of this 

Agreement. 

B. Once an Investor makes a funding commitment to purchase DROP Tokens, 

it is irrevocable unless the purchase is rejected by the Issuer. 

C. The Investor understands that the issuance and delivery of any DROP Token 

using the Tinlake Protocol shall constitute an explicit authorization for the Issuer to conduct 

transactions related to the DROP Token, including (i) return of the purchase price of the DROP 

Tokens to the Investor if the Issuer is unable or unwilling to authorize the issuance of the DROP 

Tokens and (ii) any and all transactions as may be necessary for the Issuer to make payments to 

Investor in accordance with the terms of the DROP Tokens as provided in the Offering Materials. 

D. In the event that the purchase of any DROP Token is rejected or the Offering 

is terminated, the Issuer shall refund to the Investor any payment made by the Investor to the Issuer 

with respect to the rejected DROP Tokens without interest and without deduction, and all of the 

obligations of Investor hereunder shall remain in full force and effect except for those obligations 

with respect to the rejected DROP Tokens, which shall terminate. 

4. Terms of the DROP Tokens 

A. The DROP Tokens shall have the terms and conditions described in the 

Offering Materials, which will be available to the Investor for review. 
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B. The DROP Tokens will not have a fixed maturity.  Rather, Underlying 

Assets will be generated, and collections will be made in respect of the Underlying Assets, by the 

Issuer on an ongoing basis.  The Investor will not receive any payments of principal or interest in 

respect of any DROP Tokens until such time as the Investor elects to redeem such DROP Tokens 

in the manner described herein.  Until such redemption, all amounts payable to the Investor in 

connection with the DROP Tokens will be either (i) held in cash by the Issuer, free and clear of 

any liens or encumbrances, or (ii) deployed by the Issuer to fund the generation of new Underlying 

Assets. 

C. The Investor, and each holder of DROP Tokens, may redeem all or a portion 

of their respective DROP Tokens by triggering redemption of all or a portion thereof (each, a 

“Redemption Request”) in accordance with the Terms of the DROP Tokens (as defined below).  

The Investor may submit no more than one Redemption Request per each specified redemption 

period (each such period, an “Epoch”).  The initial duration of each Epoch will be specified to the 

Investor in the Executive Summary.  The Issuer may change the duration of subsequent Epochs 

upon written notice to the Investor. 

D. Payments of interest and principal by the Issuer to the Investor in respect of 

any DROP Tokens will be subject to the terms of (i) the Executive Summary, including any 

updates thereto in effect as of the date of the applicable Redemption Request, and (ii) the smart 

contracts that govern the Tinlake Protocol (the “Terms of the DROP Tokens”).  The DROP 

Tokens have a fixed interest rate that gets paid first, while the TIN Tokens receive the pool’s 

residual cash flows and are subjected to the first losses. 

E. Amounts payable by the Issuer to the Investor in respect of each DROP 

Token redeemed by the Investor pursuant to a Redemption Request will be paid promptly, but in 

any event no later than three (3) business days following receipt of such Redemption Request; 

provided, that, in the event that the Issuer has insufficient funds available to fully satisfy all 

Redemption Requests received during an Epoch after giving effect to any Priority Redemptions 

(as defined below), (i) the Issuer will fulfill the Redemption Requests received during such Epoch 

on a pro rata basis among all redeeming investors in accordance with the amount of their respective 

Redemption Requests, and (ii) any DROP Tokens for which a Redemption Request was received 

but not fully satisfied in such Epoch (each, a “Priority Redemption”) will be fulfilled in one or 

more subsequent Epochs in order of relative priority to any other Priority Redemptions according 

to the date upon which the applicable Redemption Request was received.  No amount will be paid 

by the Issuer in respect of any TIN Token in any Epoch unless and until all Redemption Requests 

in respect of DROP Tokens then outstanding have been fully satisfied, regardless of the Epoch in 

which the request for redemption of any TIN Tokens was received. 

F. From time to time during the term of this Agreement, the Issuer may change 

certain terms and conditions of the Investor’s prospective continuing investment in the DROP 

Tokens, including without limitation the ratio of DROP Tokens to TIN Tokens outstanding, from 

those terms and conditions described in the Executive Summary then in effect upon no less than 

two (2) weeks written notice, delivered via email, of any such changes to the Investor. 

G. The Investor understands the Investor will not have a security interest in the 

assets of the Issuer in connection with their purchase of the DROP Tokens, and that the DROP 
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Tokens are non-recourse to the assets, funds and accounts of Issuer and any affiliates and 

subsidiaries thereof, except to the extent of payments actually received by Issuer in respect of the 

Underlying Assets. 

H. The Investor understands that amounts due in respect of the DROP Tokens 

will be payable only to the extent that payments on the Underlying Assets have been received by 

Issuer from the Payment Obligors.  In each Epoch, amounts due in respect of the TIN Tokens will 

be payable only after payments due and payable in respect of all Redemption Requests then 

outstanding have been paid in full. 

5. General Investor Representations 

The Investor represents and warrants to the Issuer the following: 

A. The Investor has the requisite power and authority to deliver this 

Agreement, perform its obligations set forth herein, and consummate the transactions 

contemplated hereby.  The Investor has duly executed and delivered this Agreement and has 

obtained the necessary authorization to execute and deliver this Agreement and to perform its 

obligations herein and to consummate the transactions contemplated hereby.  This Agreement, 

assuming the due execution and delivery hereof by the Issuer, is a legal, valid and binding 

obligation of the Investor enforceable against the Investor in accordance with its terms. 

B. The information that the Investor has furnished herein and in connection 

with its investment in the DROP Tokens, including but not limited to all information contained in 

the Accredited Investor Qualification Materials, whether submitted to the Issuer or to any third 

party acting on behalf of the Issuer, is correct and complete as of the date of this Agreement and 

will be correct and complete on the date, if any, that the Issuer accepts a Subscription. 

C. The information that the Investor has furnished or will furnish in connection 

with the purchase of any DROP Tokens will be correct and complete as of the date, if any, that the 

Issuer issues the DROP Tokens. 

D. At no time has it been expressly or implicitly represented, guaranteed or 

warranted to the Investor by the Issuer or any other person that: 

(i) A percentage of profit and/or amount or type of gain or other 

consideration will be realized as a result of this investment; or 

(ii) The past performance or experience on the part of the Issuer or its 

officers or directors in any way indicates the predictable or probable results of the ownership of 

the DROP Tokens. 

E. The Investor is subscribing for the purchase of DROP Tokens solely for the 

Investor’s own account, for investment purposes only, and not with a view towards or in 

connection with resale, distribution (other than to its shareholders or members, if any), subdivision 

or fractionalization thereof.  The Investor has no agreement or other arrangement, formal or 

informal, with any person or entity to sell, transfer or pledge any part of the DROP Tokens, or 
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which would guarantee the Investor any profit, or insure against any loss with respect to the DROP 

Tokens, and the Investor has no plans to enter into any such agreement or arrangement. 

F. The execution and delivery of this Agreement and the consummation of the 

transactions contemplated thereby and hereby and the performance of the obligations thereunder 

and hereunder will not conflict with or result in any violation of or default under any provision of 

any other agreement or instrument to which the Investor is a party or any license, permit, franchise, 

judgment, order, writ or decree, or any statute, rule or regulation, applicable to the Investor.  The 

Investor confirms that the consummation of the transactions envisioned herein, including, but not 

limited to, the Investor’s purchase, will not violate any foreign law and that such transactions are 

lawful in the country of the Investor’s principal place of business. 

6. Investor Representations Regarding Investment Terms 

The Investor represents and warrants to the Issuer the following: 

A. The Investor has received, carefully read and is familiar with the terms and 

provisions of this Agreement, including without limitation Annex B hereto and the Executive 

Summary. 

B. THE INVESTOR UNDERSTANDS AND ACKNOWLEDGES THAT 

ISSUER MAY BE UNABLE TO COLLECT PAYMENTS DUE IN RESPECT OF THE 

UNDERLYING ASSETS AND THAT SUCH INABILITY TO COLLECT PAYMENT MAY 

REDUCE THE AMOUNTS THAT INVESTORS WILL RECEIVE IN RESPECT OF THE 

DROP TOKENS.  INVESTOR FURTHER ACKNOWLEDGES THAT THE ENFORCEMENT 

BY ISSUER OF ANY RIGHTS AND REMEDIES IT MAY HAVE IN THE EVENT OF ANY 

DEFAULT BY ANY OBLIGOR IN RESPECT OF THE UNDERLYING ASSETS MAY NOT 

RESULT IN ISSUER RECOVERING THE FULL AMOUNT OF THE PAYMENTS DUE IN 

RESPECT OF THE UNDERLYING ASSETS, WHICH IN TURN MAY REDUCE THE 

AMOUNTS THAT INVESTORS WILL RECEIVE IN RESPECT OF THE DROP TOKENS. 

C. The Investor has received all information that it considers necessary or 

appropriate for deciding whether to purchase the DROP Tokens.  The Investor and/or the 

Investor’s advisors, who are not affiliated with and not compensated directly or indirectly by the 

Issuer or any affiliate or subsidiary thereof, have such knowledge and experience in business and 

financial matters as will enable them to utilize the information which they have received in 

connection with the Issuer and its business to evaluate the merits and risks of an investment, to 

make an informed investment decision and to protect the Investor’s own DROP Tokens in 

connection with the purchase.  The Investor has had an opportunity to ask questions of the Issuer 

or anyone acting on its behalf and to receive answers concerning the terms of this Agreement and 

the DROP Tokens, as well as about the Issuer and its business generally, and to obtain any 

additional information that the Issuer possesses or can acquire without unreasonable effort or 

expense, that is necessary to verify the accuracy of the information contained in this Agreement.  

Further, all such questions have been or will be answered to the full satisfaction of the Investor. 

D. The Investor understands that the DROP Tokens being purchased are a 

speculative investment which involves a substantial degree of risk of loss of the Investor’s entire 
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investment in the DROP Tokens, and the Investor understands and is fully cognizant of the risk 

factors related to the purchase of the DROP Tokens.  The Investor has read, reviewed and 

understood the risk factors set forth in Annexes A and B hereto. 

E. The Investor understands that any forecasts or predictions as to the Issuer’s 

performance are based on estimates, assumptions and forecasts that the Issuer believes to be 

reasonable but that may prove to be materially incorrect, and no assurance is given that actual 

results will correspond with the results contemplated by the various forecasts. 

F. The Investor understands that the DROP Tokens may not be resold, 

transferred, assigned or otherwise disposed of unless they are registered under the Securities Act 

of 1933, as amended (the “Securities Act”) or an exemption from registration is available, and 

unless the proposed disposition is in compliance with the restrictions on transferability under 

federal and state securities laws and under this Agreement. 

G. The Investor understands that there are substantial restrictions on the 

transferability of the DROP Tokens and that there is no public market for the DROP Tokens, and 

none is expected to develop in the near future.  Consequently, the Investor understands that it must 

bear the economic risk of this investment for an indefinite period of time, and that it may not be 

possible for the Investor to liquidate readily any investment in the DROP Tokens, if at all. 

H. The Investor understands that the Issuer has not been registered as an 

investment company under the Investment Company Act of 1940, as amended. 

I. The Investor understands that the Issuer has not been registered as an 

investment adviser under the Investment Advisers Act of 1940, as amended. 

J. The Investor confirms that it has been advised to consult with the Investor’s 

independent attorney regarding legal matters concerning the Issuer and to consult with independent 

tax advisers regarding the tax consequences of investing through the Issuer.  The Investor 

acknowledges that it understands that any anticipated United States federal or state income tax 

benefits may not be available and, further, may be adversely affected through adoption of new 

laws or regulations or amendments to existing laws or regulations.  The Investor acknowledges 

and agrees that the Issuer is not providing any warranty or assurance regarding the ultimate 

availability of any tax benefits to the Investor by reason of the purchase. 

K. The Investor acknowledges that it is prepared to bear the risk of loss of its 

entire investment amount for any purchase of DROP Tokens. 

7. Investor Representations Regarding Eligibility 

The Investor represents and warrants to the Issuer the following: 

B. The principal place of business of the Investor is shown on the signature 

page below. 

C. The Investor is able to bear the economic risk of this investment and, 

without limiting the generality of the foregoing, is able to hold this investment for an indefinite 
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period of time.  The Investor has adequate means to provide for the Investor’s current needs and 

personal contingencies and has sufficient capital to sustain the loss of the Investor’s entire 

investment in DROP Tokens. 

D. The investor has experience making investments similar to the DROP 

Tokens. 

E. If the Investor is a “U.S. Person” within the meaning of Regulation S under 

the Securities Act, the Investor represents and warrants to the Issuer the following: 

(i) The Investor is an “accredited investor” as that term is defined in 

Rule 501 under Regulation D promulgated under the Securities Act; 

(ii) Investor is not a disqualified “bad actor” as such term is defined in 

Rule 506(d) under the Securities Act. 

F. If the Investor is not a “U.S. Person” within the meaning of Regulation S 

under the Securities Act, the Investor represents and warrants to the Issuer the following: 

(i) (a) the Investor has its principal address outside the United States, 

(b) the Investor was located outside the United States at the time any offer to purchase the DROP 

Tokens was made to the Investor, (c) the Investor has not subscribed to purchase the DROP Tokens 

for the account or benefit of any person who is a U.S. Person, (d) the offer and sale of the DROP 

Tokens to the Investor constitutes an “Offshore Transaction,” as defined in Rule 902 under 

Regulation S promulgated under the Securities Act, and (e) the Investor agrees to resell the DROP 

Tokens, in whole or in part, only in accordance with the provisions hereof and of any applicable 

U.S. or foreign securities laws and regulations; 

(ii) The Investor is not a “U.S. Person” as that term is defined in Rule 

902 under Regulation S promulgated under the Securities Act. The Investor agrees to provide any 

additional documentation that the Issuer may reasonably request to verify that Investor is not a 

“U.S. Person”, or as may be required by the securities administrators or regulators of any 

jurisdiction, to confirm that the Investor meets any applicable minimum financial suitability 

standards and has satisfied any applicable maximum investment limits. 

(iii) the Investor understands and acknowledges that it is the Investor’s 

responsibility to satisfy itself as to full observance of laws of any relevant territory outside of the 

United States in connection with its investment in the DROP Tokens, including obtaining any 

required governmental or other consents, making any filings or observing any other applicable 

formalities; 

G. Investor represents that no suit, action, claim, investigation or other 

proceeding is pending or, to the best of the Investor’s knowledge, is threatened against the Investor 

that questions the validity of the DROP Tokens or this Agreement or any action taken or to be 

taken pursuant to the DROP Tokens or this Agreement. 
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8. Investor Representations Related to Anti-Money Laundering Measures 

The Issuer intends to comply with all applicable federal, state and local laws designed to 

combat money laundering and similar illegal activities.  Investor hereby represents, covenants, and 

agrees that, to the best of Investor’s knowledge based on reasonable investigation: 

A. None of the Investor’s funds tendered for the purchase of DROP Tokens 

(whether payable in Dai or otherwise) shall be derived from money laundering or similar activities 

deemed illegal under federal laws and regulations. 

B. To the extent within the Investor’s control, none of the Investor’s funds 

tendered for the purchase of DROP Tokens will cause the Issuer or any of its personnel or affiliates 

to be in violation of federal anti-money laundering laws, including (without limitation) the Bank 

Secrecy Act (31 U.S.C. 5311 et seq.), the United States Money Laundering Control Act of 1986 

or the International Money Laundering Abatement and Anti-Terrorist Financing Act of 2001, 

and/or any regulations promulgated thereunder. 

9. Investor Covenants 

A. The Investor shall immediately notify the Issuer (i) if any representations or 

warranty provided herein become untrue, or if any change in facts or circumstances renders any 

representation or warranty materially misleading, (ii) if any information contained in the 

Accredited Investor Qualification Materials shall become untrue, or if any change in facts or 

circumstances renders any representation or warranty materially misleading, or (iii) if any other 

information, in any form, provided by the Investor to the Issuer or an affiliate thereof in connection 

with the Investor’s proposed investment in the DROP Tokens shall become untrue, or if any change 

in facts or circumstances renders any representation or warranty materially misleading, in each 

case prior to the Investor’s receipt of any issued DROP Tokens. 

B. The Investor hereby agrees that the representations and warranties made by 

the Investor in this Agreement may be fully relied upon by the Issuer and any other investigating 

party. 

C. If the Investor is a “U.S. Person” within the meaning of Regulation S under 

the Securities Act, the Investor agrees to provide any additional documentation that the Issuer may 

reasonably request to verify that Investor qualifies as an “accredited investor”, or as may be 

required by the securities administrators or regulators of any jurisdiction, to confirm that the 

Investor meets any applicable minimum financial suitability standards and has satisfied any 

applicable maximum investment limits. 

D. If the Investor is not a “U.S. Person” within the meaning of Regulation S 

under the Securities Act, the Investor agrees to provide any additional documentation that the 

Issuer may reasonably request to verify that Investor is not a “U.S. Person”, or as may be required 

by the securities administrators or regulators of any jurisdiction, to confirm that the Investor meets 

any applicable minimum financial suitability standards and has satisfied any applicable maximum 

investment limits. 
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E. Upon request by the Issuer, the Investor will provide any and all additional 

information reasonably necessary to ensure compliance with all applicable laws and regulations 

concerning money laundering and similar activities, including but not limited to any information 

necessary to verify the identity of the Investor and the source of any funds used to purchase the 

DROP Tokens. 

F. The Investor hereby agrees that, if at any time it is discovered that any of 

the representations and warranties set forth in Section 8 of this Agreement are incorrect, or if 

otherwise required by applicable laws or regulations, the Issuer may undertake appropriate actions, 

including but not limited to (i) releasing confidential information about the Investor and, if 

applicable, any underlying beneficial owner to U.S. regulators and law enforcement authorities 

and (ii) segregation and/or redemption of the Investor’s interest in the DROP Tokens, and the 

Investor agrees to cooperate with such actions. 

10. Representations and Warranties of the Issuer 

Issuer hereby represents and warrants to the Investor as of the date of this Agreement that: 

A. The Issuer has been duly organized, is validly existing and in good standing 

as a limited liability company under the laws of its jurisdiction of organization and is duly qualified 

to do business and in good standing as a limited liability company in each jurisdiction in which its 

ownership or lease of property or the conduct of its businesses requires such qualification, except 

where the failure to be so qualified or in good standing would not, in the aggregate, reasonably be 

expected to have a material adverse effect on (i) the financial condition, results of operations, 

properties, business or prospects of the Issuer, taken as a whole, or (ii) the ability of the Issuer to 

close the transactions contemplated by this Agreement or to perform its obligations under this 

Agreement or any related agreement (a “Material Adverse Effect”).  The Issuer has all power 

and authority necessary to own or hold its properties and to conduct the businesses in which it is 

now engaged. 

B. The Offering Materials will not, as of October 16th, 2020 (the “Launch 

Date”), contain an untrue statement of a material fact or omit to state a material fact necessary in 

order to make the statements made therein, in the light of the circumstances under which they were 

made, not misleading. 

C. At the Launch Date, the Issuer will have all requisite limited liability 

company power and authority to issue and sell the DROP Tokens and to execute, deliver and 

perform its obligations under this Agreement and any other agreements related to the offering of 

the DROP Tokens (collectively, the “Offering Agreements”), including but not limited to that 

certain Tinlake Protocol Service Agreement, dated on or about the date hereof, by and between the 

Issuer and Centrifuge, Inc. and the limited liability company operating agreement of the Issuer and 

as described in the Offering Materials. 

D. At the Launch Date, the issuance of the DROP Tokens and the execution, 

delivery and performance of each of the Offering Agreements will have been duly authorized by 

the Issuer and will constitute valid and binding obligations of the Issuer, enforceable against the 

Issuer in accordance with their respective terms, except that the enforceability of the Offering 
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Agreements may be subject to bankruptcy, insolvency, reorganization, fraudulent conveyance or 

transfer, moratorium and similar laws affecting creditors’ rights generally and subject to general 

principles of equity (regardless of whether enforceability is considered in a proceeding in equity 

or at law). 

E. On the Launch Date, the DROP Tokens will conform in all material respects 

to the description thereof in the Offering Materials. 

F. The issuance and sale of the DROP Tokens pursuant to the terms of the 

Offering Agreements and as described in the Offering Materials, the application of the proceeds 

from the sale of the DROP Tokens, and the consummation of the transactions contemplated by the 

Offering Agreements will not (i) conflict with or result in a breach or violation of any of the terms 

or provisions of, or constitute a default under, any indenture, mortgage, deed of trust, loan 

agreement, credit agreement, security agreement, license, lease or other agreement or instrument 

to which the Issuer or any affiliate or subsidiary thereof is a party or by which the Issuer or any 

affiliate or subsidiary thereof is bound or to which any of the property or assets of the Issuer or 

any affiliate or subsidiary thereof is subject, (ii) conflict with or result in a breach or violation of 

any of the terms or provisions of, or result in the imposition of any liens upon any property or 

assets of the Issuer or any affiliate or subsidiary thereof, (iii) result in any violation of the 

provisions of the certificate of formation, limited liability company agreement, charter or by-laws 

(or similar organizational documents) of the Issuer or any affiliate or subsidiary thereof, or 

(iv) result in any violation of any statute or any judgment, order, decree, rule or regulation of any 

court or governmental agency or body having jurisdiction over the Issuer or any affiliate or 

subsidiary thereof or any property or assets of the Issuer, except where any such matters would 

not, individually or in the aggregate, reasonably be expected to have a Material Adverse Effect. 

G. On the Launch Date, Issuer has good and marketable title to the Underlying 

Assets, in each case free and clear of all liens, encumbrances and defects.  Issuer has not pledged, 

assigned, sold or granted as of the Launch Date a security interest in any of the Underlying Assets.  

As of the Launch Date, no security agreement, financing statement, equivalent security or lien 

instrument or continuation statement authorized by Issuer and listing Issuer as debtor covering all 

or any part of the Underlying Assets shall be on file or of record in any jurisdiction, and Issuer has 

not authorized any such filing.  After the Launch Date, Issuer will not pledge or hypothecate all or 

a portion of its interests in the Underlying Assets. 

H. The Issuer has received all consents and approvals required in connection 

with the execution, delivery and performance of each of the Offering Agreements.  Issuer has such 

permits, licenses, franchises, certificates of need and other approvals or authorizations of 

governmental or regulatory authorities as are necessary under applicable law to own the 

Underlying Assets and conduct its business in the manner described in the Offering Agreements 

and the Offering Materials, except for any of the foregoing that would not, in the aggregate, 

reasonably be expected to have a Material Adverse Effect. 

I. There are no legal or governmental proceedings pending to which the Issuer 

or any affiliate or subsidiary thereof is a party or of which any property or assets of the Issuer is 

subject that would, in the aggregate, reasonably be expected to have a Material Adverse Effect.  
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To the Issuer’s knowledge, no such proceedings are threatened by governmental authorities or 

other parties. 

J. The Issuer has filed all federal, state, local and foreign tax returns required 

to be filed through the date hereof, subject to permitted extensions, and has paid all taxes shown 

on such returns as required to be paid thereon (except for cases in which the failure to file or pay 

would not reasonably be expected to have a Material Adverse Effect, or except as is currently 

being contested in good faith and for which reserves have been established as required by the 

generally accepted accounting principles). 

K. There are no transfer taxes or other similar fees or charges under federal tax 

law or the laws of any state, or any political subdivision thereof, required to be paid in connection 

with the execution and delivery of this Agreement or the issuance or sale by the Issuer of the DROP 

Tokens. 

L. The Issuer (i) is not in violation of its certificate of formation, limited 

liability company agreement, charter or by-laws (or similar organizational documents, as 

applicable), (ii) is not in default, and no event has occurred that, with notice or lapse of time or 

both, would constitute a default, on the due performance or observance of any term, covenant, 

condition or other obligation contained in any indenture, mortgage, deed of trust, loan agreement, 

license or other agreement or instrument to which it is a party or by which it is bound or to which 

any of its properties or assets is subject, and (iii) is not in violation of any statute or any order, rule 

or regulation of any court or governmental agency or body having jurisdiction over it or its property 

or assets, nor has it failed to obtain any license, permit, certificate, franchise or other governmental 

authorization or permit necessary to the ownership of its property or to the conduct of its business, 

except in each of clauses (ii) and (iii) above, to the extent any such violation, conflict, breach, 

violation, failure or default would not, individually or in the aggregate, reasonably be expected to 

have a Material Adverse Effect. 

M. No forward-looking statement (within the meaning of Section 27A of the 

Securities Act and Section 21E of the Exchange Act of 1934, as amended) contained in the 

Offering Materials has been made without a reasonable basis or has been disclosed other than in 

good faith. 

11. Subsequent Sales or Transfers 

If a DROP Token or any portion thereof is transferred in violation of this Agreement, 

neither Investor nor the transferee shall be entitled to any of the rights described in this Agreement 

in respect of such DROP Tokens.  In addition, the following provisions shall apply to all sales and 

transfers of the DROP Tokens: 

A. No Investor may resell or otherwise transfer any DROP Token except (i) 

with the express prior written consent of the Issuer or, (ii) without the express prior written consent 

of the Issuer, to any third party who has (y) been verified to the Issuer as an “accredited investor” 

and has an Ethereum address approved by the Issuer for the transfer of DROP Tokens, and (z) 

previously purchased DROP Tokens from the Issuer pursuant to a subscription agreement. 
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B. The DROP Tokens have not been registered with the Securities and 

Exchange Commission under the Securities Act, in reliance upon the exemptions provided for 

under Section 4(a)(2) thereunder with respect to “accredited investors” or under the exemption 

provided for under Regulation S thereunder with respect to non-“U.S. Persons”, as applicable.  

DROP Tokens may not be sold or otherwise transferred without registration under the Securities 

Act or pursuant to an exemption therefrom. 

C. A transfer fee equal to five hundred dollars ($500.00) shall be charged for 

every transfer request, other than in respect of transfers by the Investor of DROP Tokens to any 

third party who been verified to the Issuer as an “accredited investor” and has an Ethereum address 

approved by the Issuer, for the transfer of DROP Tokens made by Investor to the Issuer for 

administrative and legal costs. 

D. No sale or transfer of any DROP Token shall be effective unless the buyer 

or transferee has executed and delivered to the Issuer all documents required by the Issuer for 

investing in the DROP Tokens and paid the transfer fee to the Issuer. 

E. In the event that all conditions for transfer set forth in this Agreement have 

been satisfied, then the applicable DROP Tokens will be transferred to the Ethereum address 

previously identified by or on behalf of the buyer or transferee and approved by the Issuer. 

F. The Investor (and each other person that is a beneficial owner of an interest 

in the DROP Tokens owned by the Investor) acknowledges and agrees that: 

(i) It is not a member of an “expanded group” (within the meaning of 

Section 385 of the Code and the regulations thereunder) that includes a domestic corporation (as 

determined for U.S. federal income tax purposes) if such domestic corporation, directly or 

indirectly (through one or more entities that are treated for U.S. federal income tax purposes as 

partnerships, disregarded entities, or grantor trusts) owns membership interests of the Issuer; 

provided that it may acquire DROP Tokens in violation of this restriction if it provides the Issuer 

with an opinion of nationally recognized tax counsel experienced in such matters reasonably 

acceptable to the Issuer to the effect that the acquisition or transfer of such DROP Tokens will not 

cause such DROP Tokens to be treated as equity pursuant to Section 385 of the Code and the 

regulations thereunder. 

(ii) If it is classified for U.S. federal income tax purposes as a 

partnership, subchapter S corporation or grantor trust then (A) none of the direct or indirect 

beneficial owners of any interest in such person have or ever will have more than 50% of the value 

of its interest in such person attributable to the aggregate interest of such person in the combined 

value of the DROP Tokens (and/or any equity interests in the Issuer for U.S. federal income tax 

purposes), and (B) it is not and will not be a principal purpose of the arrangement involving the 

investment of such person in any DROP Tokens and/or equity interests of the Issuer to permit the 

Issuer to satisfy the “private placement” safe harbor of Treasury Regulation Section 1.7704-1(h). 

(iii) It will not directly or indirectly sell, encumber, assign, participate, 

pledge, hypothecate, rehypothecate, exchange or otherwise dispose of, suffer the creation of a lien 

on, or transfer or convey (each, a “Transfer”) any DROP Token (or any interest therein described 
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in Treasury Regulation Section 1.7704-1(a)(2)(i)(B)) in any manner or cause the DROP Tokens 

(or any interest therein) to be marketed, in each case, (i) on or through an “established securities 

market” or a “secondary market (or the substantial equivalent thereof)” within the meaning of 

Section 7704(b) of the Code and Treasury Regulation Sections 1.7704-1(b) and 1.7704-1(c), 

including, without limitation, an interdealer quotation system that regularly disseminates firm buy 

or sell quotations, or (ii) if such Transfer would cause the combined number of holders of the 

DROP Tokens and any other equity interests in the Issuer for U.S. federal income tax purposes to 

be held by more than 100 persons in accordance with Treasury Regulation Section 1.7704-1(h). 

(iv) It will not enter into any financial instrument the payments on which 

are, or the value of which is, determined in whole or in part by reference to the DROP Tokens or 

the Issuer (including the amount of distributions on the DROP Tokens or any equity interests in 

the Issuer for U.S. federal income tax purposes, the value of the Issuer’s assets, or the result of the 

Issuer’s operations), or any contract that otherwise is described in Treasury Regulation Section 

1.7704-1(a)(2)(i)(B). 

(v) It will not take any action that could cause, and will not omit to take 

any action, which omission would cause the Issuer to become taxable as a corporation for U.S. 

federal income tax purposes. 

(vi) The Investor acknowledges and agrees that any acquisition or 

Transfer of any DROP Token that would violate subparagraphs (ii) – (v) above or would otherwise 

cause the Issuer to be unable to rely on the “private placement” safe harbor of Treasury Regulation 

Section 1.7704-1(h) will be void and of no force or effect and shall not bind or be recognized by 

the Issuer or any other person, and such Investor or other beneficial owner will not Transfer any 

interest in any DROP Token to any person that does not agree to be bound by subparagraphs (ii) 

– (v) above and by this subparagraph (vi). 

12. Electronic Service 

The Investor agrees to transact business with the Issuer using the Tinlake Protocol. 

A. All notices and communications to be given or otherwise made to the Issuer 

by the Investor shall be deemed to be sufficient if sent by to electronic mail address or the mailing 

address of Issuer first specified in this Agreement, or by any other method specified for such notice 

or communication herein. 

B. All notices and communications to be given or otherwise made to the 

Investor by the Issuer shall be deemed to be sufficient if sent to the Investor by Issuer to the 

electronic mail address or mailing address listed below the Investor’s signature to this Agreement. 

C. The Investor hereby agrees to keep the Issuer informed of any change in 

their electronic mail address and mailing address. 

13. Indemnity 

The Investor hereby indemnifies and holds harmless the Issuer, its officers, directors, 

managers, stockholders, partners, members, agents, counsel, servants, employees, affiliates, parent 
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companies, subsidiaries, heirs, personal and legal representatives and administrators, successors 

and assigns from, of and against any and all losses, costs, claims, expenses and damages of every 

kind, known or unknown, contingent or otherwise (including, but not limited to, reasonable 

attorneys’ fees and court costs incurred), or liability due, which any one of them may incur by 

reason of (i) failure of the Investor to fulfill any of the terms or conditions of this Agreement, (ii) 

any breach of any representation, warranty or covenant of the Investor, whether contained in this 

Agreement or elsewhere, or (iii) Investor’s wrongful acts, omissions and representations (and those 

of the Investor’s employees, agents or representatives).  Investor’s obligation to indemnify the 

Issuer shall survive termination of this Agreement, regardless of the reason for termination. 

14. Confidentiality 

The Investor acknowledges that the information contained in the Offering Materials or 

otherwise provided to Investor in connection with the Offering or the transactions contemplated 

thereby, contains confidential and nonpublic information, and agrees that all such information shall 

be kept in confidence by the Investor and neither used by the Investor for the Investor’s personal 

benefit (other than in connection with a Subscription or Investor’s investment in the DROP 

Tokens) nor disclosed to any third party for any reason; provided, however, that this obligation 

shall not apply to any such information which: 

A. is part of the public knowledge or literature readily accessible on the date 

hereof or the date of disclosure to Investor; 

B. becomes part of the public knowledge or literature and readily accessible 

by publication (except as a result of a breach of this provision); 

C. is received from third parties (except third parties who disclose such 

information in violation of any confidentiality agreements, including, without limitation, any 

subscription agreement they may have entered into with the Issuer); or 

D. is required to be disclosed by applicable law, provided that in such instance 

the Investor shall give the Issuer sufficient notice of such disclosure in advance in order that the 

Issuer may obtain a protective order preventing disclosure thereof if desired. 

The Investor agrees and acknowledges that a breach of this Section 15 would result in 

severe and irreparable injury to the Issuer, which injury could not be adequately compensated by 

an award of money damages, and the parties therefore agree and acknowledge that the Issuer or 

any affiliate thereof, shall be entitled to injunctive relief in the event of any breach of any material 

term, condition or provision of this Section 15, or to enjoin or prevent such a breach, including 

without limitation an action for specific performance hereof, and the parties hereby irrevocably 

consent to the issuance of any such injunction.  The parties further agree that no bond or surety 

shall be required in connection therewith. 

15. No Advisory Relationship 

The Investor hereby acknowledges and agrees that the purchase and sale of any DROP 

Tokens pursuant to this Agreement is an arms-length transaction between the Investor and the 

Issuer.  In connection with the purchase and sale of the DROP Tokens, the Investor hereby 
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acknowledges and agrees that: (i) the Issuer is not acting as the Investor’s agent or fiduciary; (ii) 

the Issuer does not assume any advisory or fiduciary responsibility in the Investor’s favor in 

connection with the DROP Tokens or the corresponding project investments; and (iii) the Issuer 

has not provided the Investor with any legal, accounting, regulatory or tax advice with respect to 

the DROP Tokens, and the Investor has consulted its own respective legal, accounting, regulatory 

and tax advisors to the extent that the Investor has deemed appropriate. 

16. Prohibited Activities 

The Investor agrees that the Investor will not do any of the following in connection with 

any DROP Token or other transactions involving or potentially involving the Issuer: 

A. take any action to collect, or attempt to collect from any party other than the 

Issuer, directly or through any third party, any amount under the DROP Tokens; 

B. bring a lawsuit or other legal proceeding against any party other than the 

Issuer; or 

C. violate any applicable federal, state or local laws, rules or regulations. 

17. The Issuer’s Right to Modify Terms 

The Investor authorizes the Issuer to correct obvious clerical errors appearing in 

information that the Investor provides to the Issuer, without notice, although the Issuer does not 

undertake any obligation to identify or correct such errors. 

18. Termination 

The Issuer may, in its sole discretion, with or without cause, terminate this Agreement by 

giving the Investor written notice.  In addition, upon the reasonable determination by the Issuer 

that the Investor committed fraud or made a material misrepresentation in connection with a 

commitment to purchase any DROP Tokens, performed any prohibited activity, or otherwise failed 

to abide by the terms of this Agreement or other applicable terms and conditions, the Issuer may, 

in its sole discretion, immediately and without notice, take one or more of the following actions: 

(i) terminate or suspend the Investor’s right to purchase DROP Tokens; (ii) terminate this 

Agreement and the Investor’s relationship with the Issuer, and (iii) repurchase any DROP Tokens 

that have been issued to the Investor.  Upon termination of this Agreement, any commitments that 

the Investor has made to purchase DROP Tokens shall be terminated. 

19. Bankruptcy 

In the event that the Investor files or enters bankruptcy, insolvency or other similar 

proceeding, or has an involuntary petition for bankruptcy filed against it, the Investor agrees to use 

the best efforts possible to avoid the Issuer being named as a party or otherwise involved in the 

bankruptcy proceeding.  Furthermore, this Agreement should be interpreted so as to prevent, to 

the maximum extent permitted by applicable law, any bankruptcy trustee, receiver or debtor-in-

possession from asserting, requiring or seeking that (i) the Investor be allowed by the Issuer to 
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return the DROP Tokens to the Issuer for a refund or (ii) the Issuer be mandated or ordered to 

redeem or withdraw DROP Tokens held or owned by the Investor. 

20. Miscellaneous Provisions 

A. This Agreement and all disputes, claims, controversies, disagreements, 

actions and proceedings arising out of or relating to this Agreement, including the scope or validity 

of this provision shall be governed by and construed in accordance with the laws of the State of 

Delaware (without regard to the conflicts of laws principles thereof) and the obligations, rights and 

remedies of the parties under this Agreement shall be determined in accordance with such laws. 

B. This Agreement, or any rights, or obligations of the Investor hereunder, may 

not be assigned, transferred or delegated without the prior written consent of the Issuer.  Any such 

assignment, transfer or delegation in violation of this Section 20(B) shall be null and void. 

C. The parties agree to execute and deliver such further documents and 

information as may be reasonably required in order to effectuate the purposes of this Agreement. 

D. Any term of this Agreement may be amended and the observance of any 

term of this Agreement may be waived (either generally or in a particular instance and either 

retroactively or prospectively), only with the written consent of each of the parties hereto. 

E. If one or more provisions of this Agreement are held to be unenforceable 

under applicable law, rule or regulation, such provision shall be excluded from this Agreement 

and the balance of the Agreement shall be interpreted as if such provision were so excluded and 

shall be enforceable in accordance with its terms. 

F. In the event that either party hereto shall commence any suit, action or other 

proceeding to interpret this Agreement, or determine to enforce any right or obligation created 

hereby, then such party, if it prevails in such action, shall recover its reasonable costs and expenses 

incurred in connection therewith, including, but not limited to, reasonable attorney’s fees and 

expenses and costs of appeal, if any. 

G. This Agreement constitutes the entire agreement among the parties and shall 

constitute the sole document setting forth terms and conditions of the Investor’s contractual 

relationship with the Issuer with regard to the matters set forth herein.  This Agreement supersedes 

any and all prior or contemporaneous communications, whether oral, written or electronic, 

between the parties. 

H. This Agreement may be executed in any number of counterparts, or 

facsimile counterparts, each of which shall be deemed an original, and all of which together shall 

constitute one and the same instrument. 

I. The titles and subtitles used in this Agreement are used for convenience 

only and are not to be considered in construing or interpreting this Agreement.  The singular 

number, as used herein, shall be deemed to include the plural number whenever the context so 

requires. 
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J. Except as otherwise set forth herein, the parties acknowledge that there are 

no third party beneficiaries of this Agreement. 

21. Limitations on Damages 

IN NO EVENT SHALL THE ISSUER BE LIABLE TO THE INVESTOR FOR ANY 

LOST PROFITS OR SPECIAL, CONSEQUENTIAL OR PUNITIVE DAMAGES, EVEN IF 

INFORMED OF THE POSSIBILITY OF SUCH DAMAGES.  THE FOREGOING SHALL BE 

INTERPRETED AND HAVE EFFECT TO THE MAXIMUM EXTENT PERMITTED BY 

APPLICABLE LAW, RULE OR REGULATION. 

22. Arbitration 

A. Each of the Investor and the Issuer may, at its sole election, require that the 

sole and exclusive forum and remedy for resolution of a Claim (as defined below) be final and 

binding arbitration pursuant to this Section 23 (this “Arbitration Provision”).  The arbitration 

shall be conducted in the State of Delaware.  As used in this Arbitration Provision, “Claim” shall 

include any past, present, or future claim, dispute, or controversy involving the Investor (or persons 

claiming through or connected with the Investor), on the one hand, and the Issuer (or persons 

claiming through or connected with the Issuer), on the other hand, relating to or arising out of this 

Agreement, any DROP Token, and/or the activities or relationships that involve, lead to, or result 

from any of the foregoing, including (except to the extent provided otherwise in the last sentence 

of Subsection (F) below) the validity or enforceability of this Arbitration Provision, any part 

thereof, or the entire Agreement.  Claims are subject to arbitration regardless of whether they arise 

from contract; tort (intentional or otherwise); a constitution, statute, common law, or principles of 

equity; or otherwise.  Claims include (without limitation) matters arising as initial claims, counter-

claims, cross-claims, third-party claims, or otherwise.  The scope of this Arbitration Provision is 

to be given the broadest possible interpretation that is enforceable. 

B. The party initiating arbitration shall do so with the American Arbitration 

Association or JAMS.  The arbitration shall be conducted according to the rules and policies of 

the administrator selected, except to the extent the rules conflict with this Arbitration Provision or 

any countervailing law.  In the case of a conflict between the rules and policies of the administrator 

and this Arbitration Provision, this Arbitration Provision shall control, subject to countervailing 

law, unless all parties to the arbitration consent to have the rules and policies of the administrator 

apply. 

C. If the Issuer elects arbitration, the Issuer shall pay the entire administrator’s 

filing costs and administrative fees (other than hearing fees).  If the Investor elects arbitration, 

filing costs and administrative fees (other than hearing fees) shall be paid in accordance with the 

rules of the administrator selected, or in accordance with countervailing law if contrary to the 

administrator’s rules.  The Issuer shall pay the administrator’s hearing fees for one full day of 

arbitration hearings.  Fees for hearings that exceed one day will be paid by the party requesting the 

hearing, unless the administrator’s rules or applicable law require otherwise.  Each party shall bear 

the expense of its own attorney’s fees, except as otherwise provided by law.  If a statute gives the 

Investor the right to recover any of these fees, these statutory rights shall apply in the arbitration 

notwithstanding anything to the contrary herein. 
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D. Within thirty (30) days of a final award by the arbitrator, a party may appeal 

the award for reconsideration by a three-arbitrator panel selected according to the rules of the 

arbitrator administrator.  In the event of such an appeal, an opposing party may cross-appeal within 

thirty (30) days after notice of the appeal.  The panel will reconsider de novo all aspects of the 

initial award that are appealed.  Costs and conduct of any appeal shall be governed by this 

Arbitration Provision and the administrator’s rules, in the same way as the initial arbitration 

proceeding.  Any award by the individual arbitrator that is not subject to appeal, and any panel 

award on appeal, shall be final and binding, except for any appeal right under the Federal 

Arbitration Act (the “FAA”), and may be entered as a judgment in any court of competent 

jurisdiction. 

E. The Issuer agrees not to invoke the right to arbitrate an individual Claim 

that the Investor may bring in Small Claims Court or an equivalent court, if any, so long as the 

Claim is pending only in that court.  EXCEPT AS EXPRESSLY PROVIDED IN THIS 

AGREEMENT, NO ARBITRATION SHALL PROCEED ON A CLASS, REPRESENTATIVE, 

OR COLLECTIVE BASIS (INCLUDING AS PRIVATE ATTORNEY GENERAL ON BEHALF 

OF OTHERS), EVEN IF THE CLAIM OR CLAIMS THAT ARE THE SUBJECT OF THE 

ARBITRATION HAD PREVIOUSLY BEEN ASSERTED (OR COULD HAVE BEEN 

ASSERTED) IN A COURT AS CLASS REPRESENTATIVE, OR COLLECTIVE ACTIONS IN 

A COURT. 

F. Unless otherwise provided in this Agreement or consented to in writing by 

all parties to the arbitration, no party to the arbitration may join, consolidate, or otherwise bring 

claims for or on behalf of two or more individuals or unrelated corporate entities in the same 

arbitration unless those persons are parties to a single transaction.  Unless consented to in writing 

by all parties to the arbitration, an award in arbitration shall determine the rights and obligations 

of the named parties only, and only with respect to the claims in arbitration, and shall not (i) 

determine the rights, obligations, or DROP Token of anyone other than a named party, or resolve 

any Claim of anyone other than a named party, or (ii) make an award for the benefit of, or against, 

anyone other than a named party.  No administrator or arbitrator shall have the power or authority 

to waive, modify, or fail to enforce this Subsection (F), and any attempt to do so, whether by rule, 

policy, arbitration decision or otherwise, shall be invalid and unenforceable.  Any challenge to the 

validity of this Subsection (F) shall be determined exclusively by a court and not by the 

administrator or any arbitrator. 

G. This Arbitration Provision is made pursuant to a transaction involving 

interstate commerce and shall be governed by and enforceable under the FAA.  The arbitrator will 

apply substantive law consistent with the FAA and applicable statutes of limitations.  The arbitrator 

may award damages or other types of relief permitted by applicable substantive law, subject to the 

limitations set forth in this Arbitration Provision.  The arbitrator will not be bound by judicial rules 

of procedure and evidence that would apply in a court.  The arbitrator shall take steps to reasonably 

protect confidential information. 

H. This Arbitration Provision shall survive (i) suspension, termination, 

revocation, closure, or amendments to this Agreement and the relationship of the parties; (ii) the 

bankruptcy or insolvency of any party hereto or other party; and (iii) any transfer of any DROP 

Tokens or any amounts owed on such DROP Tokens to any other party.  If any portion of this 
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Arbitration Provision other than Subsection (F) is deemed invalid or unenforceable, the remaining 

portions of this Arbitration Provision shall nevertheless remain valid and in force.  If arbitration is 

brought on a class, representative, or collective basis, and the limitations on such proceedings in 

Subsection (F) are finally adjudicated pursuant to the last sentence of Subsection (F) to be 

unenforceable, then no arbitration shall be had.  In no event shall any invalidation be deemed to 

authorize an arbitrator to determine Claims or make awards beyond those authorized in this 

Arbitration Provision. 

23. Waiver of Court & Jury Rights 

THE PARTIES IRREVOCABLY WAIVE ANY AND ALL RIGHTS THEY MAY HAVE 

TO A TRIAL BY JURY IN ANY ACTION, PROCEEDING OR CLAIM OF ANY NATURE 

RELATING TO THIS AGREEMENT, THE DROP TOKENS, ANY DOCUMENTS 

EXECUTED IN CONNECTION WITH THE DROP TOKENS OR ANY TRANSACTION 

CONTEMPLATED IN ANY OF SUCH DOCUMENTS.  THE PARTIES ACKNOWLEDGE 

THAT THE FOREGOING WAIVER IS KNOWING AND VOLUNTARY. 

24. Authority 

By executing this Agreement, the Investor expressly acknowledges that the Investor has 

reviewed this Agreement, and all other Offering Materials associated with this Offering. 

[Page Intentionally Blank; Signature Pages Follow] 

 

DocuSign Envelope ID: 35320853-DB8D-47A3-8C71-7BDC85866AE3



CONSOLFREIGHT SERIES 4 DROP TOKENS  SUBSCRIPTION AGREEMENT 

Individual Signature Page 

ConsolFreight Pilot LLC (Series 4) 

Subscription Agreement 

SIGNATURE PAGE FOR INDIVIDUALS 

IN WITNESS WHEREOF, the undersigned Investor has executed the Subscription 

Agreement to purchase DROP Tokens in the number shown below the Investor’s signature below 

on the date set forth below. 

 

 

      

Print Name 

 

     

Date of Birth 

 

      

Country of citizenship 

 

      

Foreign Tax Identification No. 

Residential Address 

      

Street, House/Apt./Suite No./Rural Route 

Do not use a P.O. box or in-care-of address. 

 

      

City/Town, State/Province, Postal Code 

Include postal code where appropriate. 

 

      

Country 

Mailing Address (if different) 

 

      

Street, House/Apt./Suite No./Rural Route/ 

P.O. Box/in-care-of address 

 

      

City/Town, State/Province, Postal Code 

Include postal code where appropriate. 

 

      

Country 

      

Email Address 

 

 

 
 

      

Signature 

 

      

Date 
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 Acceptance Page 

ConsolFreight Pilot LLC (Series 4) 

Subscription Agreement 

ACCEPTANCE 

The undersigned (the “Issuer”), hereby accepts the subscription identified on this Date of 

Acceptance in the chart below.  The Subscription shall not be binding until accepted by the Issuer 

and shall become effective as of the date of such acceptance, upon the terms set forth in the 

Subscription Agreement. 

Contingency: The acceptance of the subscription is contingent upon (i) the Investor has 

successfully passed the Know Your Customer (“KYC”) process with Securitize; (ii) if the Investor 

is a “U.S. Person” within the meaning of Regulation S under the Securities Act, the Investor 

represents and warrants to the Issuer that the Investor is an “accredited investor” as that term is 

defined in Rule 501 under Regulation D promulgated under the Securities Act; (iii) The Investor 

represents regarding eligibility under section 7 of this Agreement; and (iv) the Investor represents 

eligibility related to Anti-Money Laundering measures following section 8 of this Agreement. 

Date of Acceptance:  

  

Name of Subscriber:  

  

 

ISSUER: 

SERIES 4 OF CONSOLFREIGHT PILOT LLC 

By: Consol Freight LLC, its sole member 

 

 

By:        

Name: Ernesto Vila 

Its:  Managing Director 
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ANNEX A 

ConsolFreight Series 4 - EXECUTIVE SUMMARY 

[Attached.] 
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ANNEX B 

RISK FACTORS 

Prospective Investors should consider the following risk factors in evaluating the merits 

and suitability of an investment in the DROP Tokens.  The DROP Tokens are a highly speculative 

investment designed only for highly sophisticated investors who are able to risk losing their entire 

investment in the DROP Tokens and who have limited need for liquidity.  The following does not 

purport to be a comprehensive summary of all of the risks associated with an investment in the 

DROP Tokens.  Rather, the following are only certain risks to which the DROP Tokens are subject 

that the Issuer wishes to encourage prospective investors to discuss in detail with their professional 

advisors. 

RISKS RELATING TO THE OFFERING 

The DROP Tokens offered pursuant to this Offering are risky and speculative investments. 

The DROP Tokens offered pursuant to this Offering are risky and speculative investments.  

As there is no guarantee that an investment will be profitable, Investors should not invest in the 

DROP Tokens if they cannot afford to lose the entire amount of their investment. 

You will be prohibited from selling or otherwise transferring the DROP Tokens except in 

certain circumstances 

The DROP Tokens being sold in this Offering are restricted securities under the Securities 

Act of 1933, as amended, for which no public or private market presently exists or is ever intended 

to exist.  Transfers of the DROP Tokens are subject to restrictions of federal and state securities 

laws and to the restrictions set forth in the Subscription Agreement.  As a result of these restrictions 

on transfer, it may be difficult or impossible to transfer the DROP Tokens to any transferees.  

Accordingly, an investment in the DROP Tokens should be made only if Investors can assume the 

risks of an illiquid investment and Investors should be prepared to hold the DROP Tokens until 

they mature.  In addition, transfer of the DROP Tokens is subject to obtaining the consent of Issuer, 

which may be withheld in Issuer’s sole discretion. 

The DROP Tokens are unsecured 

While Issuer may hold or acquire an interest securing or guaranteeing any payment 

obligations owing to Issuer in respect of the Underlying Assets, the DROP Tokens will not be 

secured.  If a Payment Obligor defaults, Investors will have no remedy and Issuer will not be 

obligated to make payments to Investors in respect of the DROP Tokens beyond the payments 

received by Issuer in respect of the Underlying Assets.  Investors will not be able to pursue 

collection against any Payment Obligor and are prohibited from contacting such persons. 

The DROP Tokens are payment dependent on the Underlying Assets 

Payments to Investors in respect of the DROP Tokens depend entirely on payments Issuer 

receives in respect of the Underlying Assets.  If one or more Payment Obligors fails to make 

payments on an Underlying Asset in an amount greater than the aggregate value of the TIN Tokens 

described herein, payments on an Investor’s DROP Tokens may be correspondingly reduced.  

Similarly, prepayment by the Issuer may result in the DROP Tokens’ target maturity and target 
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interest rates not being attained.  Upon the occurrence of an event of default with respect to the 

Underlying Assets, Investors will have limited or no recourse against Issuer or the Payment 

Obligors.  In the event of a default on an Underlying Asset where Issuer exercises any available 

remedy against the applicable Payment Obligor, there is no assurance that Issuer will recover 

sufficient value from the Payment Obligor to transfer amounts to Issuer necessary to make all 

payments anticipated in respect of the DROP Tokens, in which case, a purchaser of a DROP Token 

may receive little, if any, of the unpaid of interest and principal payable under the DROP Token. 

Reduction of TIN Tokens Outstanding 

 TIN Tokens are subordinated in both priority of redemption and right of payment to the 

DROP Tokens.  This means that holders of TIN Tokens will absorb any losses in respect of the 

Underlying Assets to the full extent of the outstanding TIN Tokens before payments to holders of 

DROP Tokens will be reduced.  However, the minimum ratio of TIN Tokens to DROP Tokens 

outstanding, as set forth in the Executive Summary, may be reduced as set forth in any subsequent 

updates to the Executive Summary, including to the extent that no TIN Tokens may be outstanding.  

In the event that the ratio of TIN Tokens to DROP Tokens outstanding is reduced, the first loss 

protection afforded to holders of the DROP Tokens by the existence of the subordinated TIN 

Tokens shall be correspondingly diminished. 

The DROP Tokens are non-recourse to Issuer 

The DROP Tokens are non-recourse to the assets, funds and accounts of Issuer and any 

affiliates and subsidiaries thereof, except to the extent of payments actually received by Issuer in 

respect of the Underlying Assets. 

No sinking fund 

No sinking fund or other similar deposit has been or will be established by Issuer to provide 

for the repayment of the DROP Tokens.  Therefore, the relative risk level may be higher for the 

DROP Tokens than for other securities. 

Effects of the COVID-19 Pandemic 

Laws, orders, public guidance and other measures taken by federal, state and local 

governments in response to the COVID-19 pandemic are unpredictable, and continued 

developments in response to changing conditions are likely.  Laws, regulations and orders which 

may adversely affect the operations of businesses in general may also adversely affect the 

businesses of Issuer and the Payment Obligors.  Additionally, the business operations of each of 

Issuer and the Payment Obligors, and any third parties that either of the foregoing may rely on in 

connection with the transactions contemplated in this offering may be adversely impacted by the 

effects of COVID-19 on their respective directors, officers, employees, agents and representatives.  

These factors, individually or in the aggregate, may affect Issuer’s ability to collect on the 

Underlying Assets, which in turn would impair payments by Issuer to Investors in respect of the 

DROP Tokens.  At this time, such impacts are difficult to predict in nature, scope and duration, 

and may continue to change as the COVID-19 pandemic continues. 
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The DROP Tokens are not guaranteed 

There is no guarantee that an investment will ever be returned or repaid.  As such, an 

investment in the DROP Tokens should be viewed as a long-term, illiquid investment. 

Different Investor Terms 

The terms and conditions of each Investor’s investment in DROP Tokens may differ in 

material respects such that different Investors may enjoy different rights with respect to their 

DROP Tokens.  As a result, even if the Underlying Assets perform as expected, some Investors 

may receive different returns on their investment. 

An investment in the DROP Tokens will likely be subject to certain tax and ERISA risks 

Investment in the DROP Tokens involves certain tax risks of general application to all 

investors in Issuer, and certain other risks specifically applicable to Individual Retirement 

Accounts (“IRAs”), Keogh plans, and other qualified retirement plans. 

Prepayment of Underlying Assets 

In certain instances, a Payment Obligor may have the right to prepay all or a portion of the 

amount due in respect of one or more Underlying Assets at any time.  If such Payment Obligor 

prepays such amounts due, payments on Investor’s DROP Tokens may be made earlier than 

anticipated and Investors may receive a lower return than if the payment obligation had not been 

prepaid. 

Uncertain Regulatory Guidance 

The Issuer operates novel programs that must comply with applicable regulatory regimes.  

Certain state laws generally regulate interest rates and other charges.  In addition, other state laws, 

public policy and general principles of equity relating to the protection of consumers, unfair and 

deceptive practices and debt collection practices may apply to the origination, servicing and 

collection of the Issuers’ Underlying Assets.  A Payment Obligors’ challenge of such laws, or a 

Issuers’ non-compliance with such laws, may result in losses for the Issuer and the Investors. 

Exposure to Macroeconomics Events 

Defaults on the Underlying Assets may increase as a result of economic conditions beyond 

the control of the Issuer, including prevailing interest rates, the rate of unemployment, the level of 

consumer confidence, residential real estate values, the value of the U.S. dollar, energy prices, 

changes in consumer spending, the number of personal bankruptcies, disruptions in the credit 

markets and other factors.  Interest rates, in particular, will affect the rates at which Payment 

Obligors may gain access to capital and will directly affect the operating results of, and risks of an 

investment in, the Issuer.  

Non-U.S. Economic Risks 

The Issuer may invest in Underlying Assets issued by non-U.S. Payment Obligors.  

Investing in the Underlying Assets of such Payment Obligors involves certain considerations not 

usually associated with investing in Underlying Assets issued by U.S. Payment Obligors, including 

political and economic considerations, such as greater risks of economic policies, expropriation 

DocuSign Envelope ID: 35320853-DB8D-47A3-8C71-7BDC85866AE3



CONSOLFREIGHT SERIES 4 DROP TOKENS  SUBSCRIPTION AGREEMENT 

Annex B, Page 4 

and nationalization, confiscatory taxation, the potential difficulty of repatriating funds, general 

social, political and economic instability and adverse diplomatic developments; the possibility of 

imposition of withholding or other taxes on dividends, interest, capital gain or other income; the 

small size of the lending markets in such countries, resulting in potential lack of liquidity and in 

interest rate volatility; fluctuations in the rate of exchange between currencies and costs associated 

with currency conversion and the imposition of exchange control regulation by the United States 

or foreign governments; and certain government policies that may restrict the  Partnership’s 

investment opportunities.  In addition, accounting and financial reporting standards that prevail in 

foreign countries generally are not equivalent to United States standards and, consequently, less 

information is available to investors in Underlying Assets issued by non-U.S. Payment Obligors. 

Dai Currency Exposure Risk 

The Issuer intends to receive and repay Dai from and to the Tinlake Protocol. The Issuer, 

however, values the Underlying Assets and other assets in U.S. dollars. There can be no guarantee 

that financial instruments suitable for hedging currency or market shifts will be available at the 

time when the Issuer wishes to use them, or that hedging techniques employed by the Issuer will 

be effective. As a result, fluctuations in Dai relative to U.S. dollars may result in losses for the 

Issuer and the Investors.  Furthermore, the Dai-U.S. dollar currency market risks may not be fully 

hedged or hedged at all.  The Issuer may or may not seek to hedge all or any portion of their Dai 

currency exposure.  To the extent that the Issuer does not hedge, the value of Dai will fluctuate 

with U.S. dollar exchange, which will impact the value of the Underlying Assets relative to the 

price of Dai.  Thus, a decrease in the value of the U.S. dollar compared to Dai will decrease the 

value of the Underlying Assets relative to the price of Dai upon conversion of U.S. dollars to DAI 

in order to repay Tinlake.  The Issuer bears the costs of any currency hedging. 

Non-U.S. Currency Exposure Risk 

The Issuer may invest a portion of its assets in non-U.S. currencies, or in instruments 

denominated in non-U.S. currencies, the prices of which are determined with reference to 

currencies other than the U.S. dollar.  The Issuer, however, values the Underlying Assets and other 

assets in U.S. dollars.  There can be no guarantee that financial instruments suitable for hedging 

currency or market shifts will be available at the time when the Issuer wishes to use them, or that 

hedging techniques employed by the Issuer will be effective. As a result, fluctuations in non-U.S. 

currencies relative to U.S. dollars may result in losses for the Issuer and the Investors. Furthermore, 

certain currency market risks may not be fully hedged or hedged at all.  The Issuer may or may 

not seek to hedge all or any portion of their foreign currency exposure.  To the extent the Issuers’ 

investments are not hedged, the value of the non-U.S. assets will fluctuate with U.S. dollar 

exchange rates as well as the price changes of such investments in the various local markets and 

currencies.  Thus, an increase in the value of the U.S. dollar compared to the other currencies in 

which the Issuer makes its investments will reduce the effect of increases and magnify the effect 

of decreases in the value of the Issuers’ investments in those local markets.  The Issuer bears the 

costs of any currency hedging. 
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RISKS RELATED TO THE UNDERLYING ASSETS 

The Underlying Assets may provide for limited remedies in the event of non-payment 

Issuer, or an affiliate thereof, may employ staff to locate and monitor the status of payments 

on the Underlying Assets and the receipt of payments on the Underlying Assets, and remedies may 

be limited in the event of non-payment.  To the extent that Issuer seeks to preserve good will and 

manage business relationships, it may waive minor breaches by the Payment Obligors, which could 

adversely impact the amount available to Issuer to pay amounts due to Investors in respect of the 

DROP Tokens. 

In the event of non-payment with respect to an Underlying Asset, Issuer could attempt to exercise 

available remedies to collect amounts due and payable in respect of such Underlying Asset.  There 

is no assurance that Issuer would recoup the entire amount in default, and Issuer’s ability to collect 

on Underlying Assets would be subject to, and potentially limited by, applicable law. 

The purchase by Issuer of Underlying Assets, if any, may be recharacterized as loans to 

Payment Obligors by a court of competent jurisdiction 

Under the terms of any purchase agreements or other transfer agreements entered into 

between Issuer and the Payment Obligors in respect of the Underlying Assets, the purchase by 

Issuer of any Underlying Assets is intended to be a “true sale” and not a loan from Issuer to the 

applicable seller, with such seller agreeing to sell and assign, in consideration of their receipt of 

the applicable purchase price, and Issuer agreeing to purchase, the specified portion of such seller’s 

future receivables.  There is a risk that, in the event that Issuer becomes subject to proceedings in 

which the purchase of Underlying Assets is subject to a legal challenge for violating any law of 

the applicable jurisdiction, a court of competent jurisdiction may recharacterize any purchase of 

the Underlying Assets as loans from Issuer to the applicable seller.  In such an event, it is likely 

that the court would declare such loans to be unenforceable, and potentially require Issuer to repay 

amounts paid in respect of such loans, which would materially impair Issuer’s ability to make 

payments in respect of the DROP Tokens. 

A disruption in Issuer’s, Issuer Parent’s or the Payment Obligor’s operations due to 

pandemic, natural disasters or acts of war could have a material adverse effect on its 

business, financial condition, and results of operations 

Issuer, Issuer Parent and/or Payment Obligor’s operations, business, and financial 

condition may be adversely affected in the event of natural disasters, pandemics or acts of war, 

which would negatively affect Issuer’s ability to generate or purchase Underlying Assets, or to 

collect payments due in respect of Underlying Assets from the Payment Obligors. 

Payment Obligors may be located or operate in areas that are vulnerable to hurricanes, earthquakes, 

and other natural disasters.  In the event that a hurricane, earthquake, natural disaster, fire, or other 

catastrophic event were to interrupt these parties’ operations for any extended period of time, it 

could have a material adverse effect on Issuer’s business, financial condition, and results of 

operations. 

In addition, Issuer’s, Issuer Parent’s and the Payment Obligors’ operations may be interrupted by 

pandemic, terrorist attacks or other acts of violence or war.  These attacks may have a material 

adverse effect on Issuer’s, Issuer Parent’s or the Payment Obligors’ business, financial condition, 
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and results of operations.  Political and economic instability in some regions of the world may also 

negatively impact the global economy and, therefore, Issuer’s, Issuer Parent’s or the Payment 

Obligors’ businesses.  The consequences of any of these armed conflicts are unpredictable, and 

Issuer may not be able to foresee events that could have an adverse effect on its business. 

Payment Obligor May Provide Limited Data 

The Payment Obligor may be a business with a limited operational history or a person with 

a limited credit profile. The Issuer may receive limited information from the Payment Obligor to 

assess the expected performance and repayment.  As such, it may not be possible to estimate the 

expected long-term performance of the Issuer.  There is a risk that Payment Obligors will fail to 

repay the Issuer, which may result in losses for the Issuer and the Investors.  

Information supplied by Payment Obligors may be inaccurate or intentionally false 

Payment Obligors supply a variety of personal and business-related information to the 

Issuer in exchange for funding. The information supplied by Payment Obligors may be inaccurate 

or intentionally false. If a Payment Obligor supplies false, misleading, or inaccurate information, 

it may result in losses for the Issuer and the Investors, which may lose all or a portion if their 

investment. 

Payment Obligors may be located outside of the United States  

Issuer may generate Underlying Assets in or acquire Underlying Assets in respect of 

which Payment Obligors are located in and outside of the United States, including in emerging 

markets. 

Each country is subject to economic, political and other uncertainties, including changes in 

monetary, exchange control, trade policies and environmental conditions which may affect their 

respective overall business environment and, in turn, the ability of the Issuer to generate or acquire 

Underlying Assets and the ability of Payment Obligors to make payments in respect of Underlying 

Assets. Laws, consumer protection requirements and regulations applicable to the Issuer’s 

operations may vary significantly from country to country and among jurisdictions within 

countries. Additionally, in emerging markets, receipt of payment in respect of Underlying Assets 

will be subject to certain risks not typically associated with investment in developed economies or 

markets, such as greater political, legal, regulatory, and economic risk.  

Political and Legal Risks. Emerging markets may be susceptible to significant political and legal 

risks such as: (i) political unrest, instability, and corruption; (ii) underdeveloped legal and 

regulatory frameworks; (iii) unclear taxation, foreign exchange, repatriation of profits, 

environmental and other governmental and regulatory policies that may change without notice; 

(iv) the relative lack of experience of the judicial system in commercial, corporate and securities 

laws; and (v) different interpretation by judges of any applicable legislation. There is no guarantee 

that Issuer, Payment Obligors or the Underlying Assets will not be adversely affected by political 

and social conditions prevailing in an emerging market, or that adverse developments will not 

occur.  

Changes in applicable laws could similarly prevent or complicate the collection of payments in 

respect of the Underlying Assets. The Issuer may not be able to recover on the Underlying Assets 

DocuSign Envelope ID: 35320853-DB8D-47A3-8C71-7BDC85866AE3



CONSOLFREIGHT SERIES 4 DROP TOKENS  SUBSCRIPTION AGREEMENT 

Annex B, Page 7 

in the event of any significant political upheaval and in turn, Investors may receive little, if any of 

the unpaid amounts payable in respect of the DROP Tokens.  

Economic Risks. Emerging economies are notably susceptible to fluctuations, and may be 

particularly vulnerable to external shocks. The rates of unemployment and underemployment may 

be higher compared to more developed economies and markets.  

Governments and regulatory authorities in emerging markets may also intervene in their economy 

and make significant changes in monetary, fiscal and regulatory policy, which could result in 

currency devaluation and changes in international reserves. Possible developments include 

fluctuations in exchange rates, inflation, instability of prices, changes in interest rates, liquidity of 

domestic capital and debt markets, exchange controls, deposit requirements on foreign borrowings, 

controls on capital flows, and limits on foreign trade.  

These factors may adversely affect the Payment Obligors’ ability to make payments in respect of 

the Underlying Assets, potentially increasing the likelihood of their failure to timely pay amounts 

due and payable to Issuer. 

RISKS RELATED TO ISSUER 

You will have no ability to take part in the management of Issuer 

Issuer will be managed by its managing directors pursuant to the terms of Issuer’s limited 

liability company operating agreement.  Investors will have no right or power to take part in the 

management of Issuer and will have no effective means of influencing day-to-day actions of or in 

the conduct of the affairs of Issuer.  Although the principals of the Issuer or its affiliates may have 

previously sponsored decentralized financing transactions, none have sponsored programs with 

investment objectives identical in total to the investment objectives described herein.  If for any 

reason, the principals of the Issuer or its affiliates become unavailable to manage the Underlying 

Asset, Issuer and its Investors may be materially harmed due to the unique knowledge or skill of 

such principal(s) that is no longer available. 

The Investors will not be afforded the substantive protections of the Investment Company 

Act 

Issuer is operated and structured so as not to be required to register as an investment 

company under the Investment Company Act.  As a result, Investors in the DROP Tokens will not 

be, and should not expect to be, afforded the substantive protections of the Investment Company 

Act. 

If the Issuer is required to register as an investment adviser under the Investment Advisers 

Act of 1940 (the “Advisers Act”), its ability to conduct its business could be materially and 

adversely affected, which could materially and adversely affect the business of Issuer 

The Issuer is structured and operated so as to not be required to register as an investment 

adviser under the Advisers Act. As a result, Investors will not be, and should not expect to be, 

afforded the protections of the Advisers Act. If the Issuer is deemed to be required to register as 

an investment adviser under the Advisers Act, it could affect the Issuer’s business to a material 

degree. 
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If Issuer became subject to the SEC’s regulations governing broker-dealers, its ability to 

conduct its business could be materially and adversely affected 

The SEC heavily regulates the manner in which “broker-dealers” are permitted to conduct 

their business activities.  Issuer is structured and operated so as not to be characterized as a broker-

dealer.  Issuer believes that it is not engaged in the business of (i) effecting transactions in securities 

for the account of others or (ii) in buying and selling securities for its own account, through a 

broker or otherwise, each as described under the Securities Exchange Act of 1934, as amended 

(the “Exchange Act”) or any similar provisions under state law.  If, however, Issuer or the sole 

owner of the limited liability company interests of the Issuer is deemed to be a broker-dealer under 

the Exchange Act, it may be required to institute compliance requirements and its activities may 

be restricted, which could affect Issuer’s business to a material degree. 

An investment in the DROP Tokens will likely be subject to certain tax and ERISA risks 

Investment in the DROP Tokens involves certain tax risks of general application to all 

investors in the DROP Tokens, and certain other risks specifically applicable to Individual 

Retirement Accounts (“IRAs”), Keogh plans, and other qualified retirement plans. 

Issuer may, from time to time, hold a portion of the proceeds of the Underlying Assets in 

one or more accounts under Issuer’s control prior to redeploying such proceeds for 

investment in additional Underlying Assets 

From time to time, a portion of the proceeds of the Underlying Assets may be held in the 

form of cash in one or more accounts under Issuer’s control until such amounts are redeployed for 

the acquisition of additional Underlying Assets.  In the event of bankruptcy or insolvency of Issuer, 

such amounts may be subject to disposition in accordance with court orders or other directives 

which may impact the amount available for payment to Investors in respect of the DROP Tokens. 

A portion of the Underlying Assets corresponding to the DROP Tokens may not have been 

generated or acquired by Issuer as of the issuance of the DROP Tokens 

Proceeds of the Underlying Assets in existence as of the date of issuance of the DROP 

Tokens are fully paid and satisfied may be reinvested to fund the generation of additional 

Underlying Assets during the term of this Agreement.  As a result, payment on the DROP Tokens 

may depend in part on collection by Issuer of payments on Underlying Assets that have not yet 

been generated when the DROP Tokens are initially issued. 

Limited operating history 

Issuer is a newly formed limited liability company with limited prior operating history from 

which to predict the prospects of the DROP Tokens.  Issuer’s profitability is dependent upon many 

factors beyond its control.  Because Issuer has no operating history directly relevant to the DROP 

Tokens, there is only a limited basis upon which to evaluate Issuer’s prospects for achieving its 

intended business objectives described herein.  The performance of the Underlying Assets may 

not be indicative of the future performance of the corresponding DROP Tokens to be issued in 

accordance with this Offering. 
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Compliance with applicable law 

Although Issuer will seek to comply with all federal, state and local laws, there is no 

assurance that Issuer will always be compliant or that there will not be allegations of non-

compliance even if Issuer was or is fully compliant.  Any violation of applicable law could result 

in, among other things, damages, fines, penalties, litigation costs, investigation costs and even 

restrictions on the ability of Issuer to conduct its business.  Furthermore, increased regulatory focus 

could require Issuer to incur additional expenses to ensure compliance and may result in fines in 

the event of any violations. 

Litigation risks are impossible to foresee and associated legal fees and costs could adversely 

impact Issuer’s distribution of profits 

Issuer is exposed to the risk of litigation.  It is impossible to foresee the allegations that 

may be brought against such entities.  If Issuer is required to incur legal fees and costs to respond 

to a lawsuit, the costs and fees could have an adverse impact on the ability of Issuer to make 

payments to Investors in respect of the DROP Tokens. 

Issuer could be subject to governmental action to enforce rules and regulations governing 

the DROP Tokens 

While Issuer will use all commercially reasonable efforts to comply with all laws, including 

federal, state and local laws and regulations, there is a possibility of governmental action to enforce 

any alleged violations of laws governing the operation of Issuer, which may result in legal fees 

and damage awards that would adversely affect such entities. 

Because Investors in the DROP Tokens will be diverse, Issuer may make management 

decisions that benefit one category of Investors more than another 

Conflicts of interest may arise in connection with decisions made by Issuer that may be 

more beneficial for one type of Investor than for another type of Investor, or for other investors in 

Issuer.  In addressing such conflicts, Issuer intends to consider the interests of Issuer as a whole, 

not the interests of any Investor individually. 

General operational and technology risks 

Issuer is exposed to the risk that external parties on whom Issuer relies will be unable to 

fulfill their contractual obligation(s) to Issuer.  For example, Issuer relies on the Tinlake Protocol 

to process numerous aspects of the transactions contemplated in connection with the Offering.  In 

the event that the Tinlake Protocol ceases to function as expected or is subject to cyber-attacks, 

Issuer’s ability to perform some or all of the transactions contemplated in connection with the 

Offering may be delayed or impaired. 

Issuer may also be subject to risk of fraud or operational errors by its respective employees and 

agents. 

Confidential information and assets may be breached or otherwise subjected to 

unauthorized access, and secure information may be stolen 

The Issuer, or a third party on behalf of Issuer, may store certain personally-identifiable 

sensitive data and assets of the Investors.  Although Issuer employs practices with regard to cyber 
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security that are consistent with other companies in its industry, elements of Issuer’s business or 

operations and sensitive data is susceptible to potential cyber-attacks.  Any accidental or willful 

security breach or other unauthorized access could cause secure information to be stolen and used 

for criminal purposes, and Investors would be subject to increased risk of fraud or identity theft.  

Because techniques used to obtain unauthorized access or to sabotage systems change frequently 

and generally are not recognized until they are launched against a target, Issuer may be unable to 

anticipate these techniques or to implement adequate preventative measures. 

Asset Selection Risk 

The Issuer may use proprietary pricing and asset selection algorithms in order to select 

Underlying Assets for investment. Such algorithms may rely primarily on technical, systematic 

strategies that do not take into account factors external to characteristics of the Underlying Assets 

and Payment Obligors. As a result, there is a risk that poor asset selection may result in losses for 

the Issuer and the Investors. 

Bankruptcy Risk 

Although the Issuer will be investing through bankruptcy-remote vehicles established by 

the Issuer Parent, there remains a risk that the bankruptcy of an Issuer Parent could negatively 

impact the performance of the Underlying Assets. 

Tax treatment of DROP Tokens 

For purposes of this offering, a full analysis of the classification and likely treatment of the 

DROP Tokens for tax purposes has not been performed. Investors are advised to consult with their 

independent tax advisers regarding the tax consequences of investing in the DROP Tokens. Any 

anticipated United States federal or state income tax benefits may not be available and, further, 

may be adversely affected through adoption of new laws or regulations or amendments to existing 

laws or regulations. Neither the Issuer, the Asset Originator, nor Centrifuge is providing any 

warranty or assurance regarding the ultimate availability of any tax benefits to the Investor by 

reason of the purchase.  

Third Party Asset Originator Risk 

The Issuer may invest in Underlying Assets that are originated by a third party Asset 

Originator. The Issuer could be subject to additional fees and expenses. As a result, the Issuer, and 

indirectly the Investors, may bear multiple layers of fees, which, in the aggregate, may exceed the 

fees and allocations that would typically be incurred by a direct investment with such Asset 

Originator.  In addition, it is possible that the Issuer, and indirectly the Investors, may pay fees to 

Asset Originators during periods when the Issuer and the Investors incur losses.  DROP Tokens 

will also be responsible for their pro rata share of any expenses associated with such investments. 

Insufficient Underlying Asset Supply 

The Issuer is dependent upon adequate supplies of Underlying Assets provided by the 

Payment Obligors or the Asset Originators, which is outside of the control of the Investors.  If 

there is insufficient supply to accommodate the Issuer, then the Issuer could be left with excess 

cash, which would reduce Investor returns. 
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Reliance on Asset Origination and Servicing 

Investors may be dependent on the Issuer’s ability to provide origination of and servicing 

for the Payment Obligors.  If the Issuer fails to provide adequate origination & services, Investors 

could be subject to losses.  In the event of a system outage, including the failure of the Issuer’s 

API, Investors could be subject to losses. In the event of a bankruptcy by the Issuer, Investors may 

be reliant on a bankruptcy-remote vehicle to continue to service the Underlying Assets.  There is 

a risk that the bankruptcy-remote vehicle will not have a backup servicer in place or the backup 

servicer will fail to adequately service those Underlying Assets.   

Volume Restriction Risk 

The Asset Originator may impose a limit on the aggregate amount of Underlying Assets 

that the Issuer may purchase.  Such a purchase limitation may come with little or no notice, and 

may limit the Issuers’ ability to invest. 

Leverage Risk 

While the use of borrowed funds can improve substantially the return on invested capital, 

such use also may increase significantly the adverse impact to which Investors may be subject.  In 

addition, money borrowed for leveraging will be subject to interest costs or other costs incurred in 

connection with such borrowing, which may or may not be recovered by the return on the 

Underlying Assets purchased with borrowed funds.  Borrowing and the use of leverage create an 

opportunity for greater appreciation, but also for greater loss, in the value of the Investors’ assets.  

They also increase the volatility of the value of the Issuers’ assets by magnifying both increases 

and declines in the value of such assets. The Issuer and the Asset Originator may utilize leverage 

or may invest in levered pools or levered funds.  

Net Asset Valuation Risk 

Since the Underlying Assets held by the Issuer may not be market priced instruments and 

may not be tradeable, such valuation may not represent the aggregate amount of proceeds to which 

Investors are entitled.  Rather, the Issuer (and thus the Investors) is entitled only to distributions 

of payments of interest of the Underlying Assets, as actually paid, less expenses charged to the 

Investors by the Issuer.  If an Investor is permitted to transfer its Interests, any such valuation of 

the Underlying Assets may or may not be applicable for the purposes of selling such Interests. 

Cash Drag Risk 

Cash held by the Issuer and committed to purchase Underlying Assets will drag down the 

returns until which point it is invested. Cash drag may negatively impact DROP and TIN investor 

returns. 

Mandatory Withdrawal or Exit 

The Issuer may require, in its sole discretion, the redemption, in whole or in part, of the 

Interests of any Investors for any or no reason.  Such mandatory withdrawal or exit may create 

adverse tax and/or economic consequences for the Investors depending on the timing thereof.  

Mandatory withdrawal of an Investors’ Interests could occur before such Interests have had a 

realistic chance of being profitable. 
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No federal or state authority regulates the Issuer  

The Issuer is not directly supervised or regulated by any federal or state authority with 

respect to the activities contemplated in the Subscription Agreement. 

Undetected errors or failures in our software could result in a complete loss or theft of 

capital; Tinlake has not completed a financial audit of its code. 

Because our software solution is complex, it may contain errors that have not been 

detected. While we continually test our products for errors and we have bug bounty programs to 

reward external developers for their help in finding errors, there can be no assurance that our 

software is error free. Errors in our software may be found in the future. Detection of any 

significant error may result in, among other things, a complete loss or theft of the total amount of 

capital locked in Tinlake. In addition, while the Tinlake protocol has successfully completed 

multiple third-party security audits of its code base, it has not completed a financial audit of its 

code base. There is a risk that the coded formulas contain mistakes or errors that could result in 

the loss of capital for Investors. 

Full withdrawals may be significantly delayed if withdrawals in aggregate exceed the 

capital available for withdrawals 

When withdrawals in aggregate exceed the capital available for withdrawal, the Issuer shall 

distribute withdrawal requests pro rata. Capital available for withdrawal means the sum of the 

following amounts as of the next turn of the epoch: (A) the total amount of currency available in 

the Reserve, which is the current liquidity in the pool that is not deployed to finance assets (i.e. the 

cash on hand); plus (B) any capital additions added to the TIN Token tranche. If withdrawals in 

aggregate exceed the capital available for withdrawal, then the Issuer may need to wait for a full 

repayment of the Underlying Assets in order to fully redeem a withdrawal request. 

The loss of members of Issuer’s or Issuer Parent’s management team or its inability to 

attract and retain key personnel could adversely affect Issuer’s business and performance. 

The success of Issuer and Issuer Parent depends largely on the skills, experience and 

performance of members of their respective senior management teams and others in key 

management positions.  If Issuer or Issuer Parent were to lose one or more of these key employees, 

Issuer may experience difficulties in competing effectively generating and acquiring new 

Underlying Assets, and implementing its business strategy.  If Issuer and Issuer Parent are not able 

to attract and retain the necessary personnel to accomplish their business objectives, Issuer and 

Issuer Parent may experience constraints that could adversely affect their ability to support their 

respective operations and perform effectively.  Any such disruptions or diminished performance 

could impair Issuer’s ability to make payments on the DROP Tokens. 

Bankruptcy remoteness of Issuer 

Issuer and Issuer Parent will maintain separate accounts, financial statements, books and 

records and will not commingle their respective funds or assets, and Issuer will conduct its own 

business in its own name and hold itself out as a legal entity separate from Issuer Parent.  In any 

event, Issuer Parent is and is expected to remain the sole member of Issuer.  As a result, in the 

event that Issuer Parent becomes subject to bankruptcy, insolvency or any similar proceedings, a 

court of competent jurisdiction may consolidate the assets of Issuer in the bankruptcy estate of 
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Issuer Parent, which would materially affect Issuer’s ability and/or legal right to make payments 

on the DROP Tokens. 

RISKS RELATED TO THE UNDERLYING ASSET ORIGINATOR 

Limited Operating History 

The Asset Originator may have limited operational and origination history, it may have 

limited historical performance data regarding Payment Obligor performance and repayment.  As 

such, it may not yet be possible to know what the expected payment default rate and loss given 

default of the Payment Obligors is. The Asset Originator may be at an early stage of development, 

unprofitable, and reliant on additional rounds of funding for long term sustainability.  In addition, 

the counterparties, trading systems, service providers (including valuation agents) and other 

industry participants of the Asset Originators may have a limited operating history.  There is a risk 

that such participants will fail or otherwise be unable to effectively implement their business 

strategy, which may negatively impact the Issuer and the Investors.  

Asset Selection Risk 

The Asset Originator may use proprietary pricing and asset selection algorithms in order 

to select Underlying Assets for investment. Such algorithms may rely primarily on technical, 

systematic strategies that do not take into account factors external to characteristics of the 

Underlying Assets and Payment Obligors. As a result, there is a risk that poor asset selection may 

result in losses for the Asset Originator, Issuer, and the Investors. 

Insufficient Underlying Asset Supply 

The Asset Originator is dependent upon adequate supplies of Underlying Assets provided 

by Payment Obligors, which is outside of the control of the Investors.  If there is insufficient supply 

to accommodate the Asset Originator, then the Issuer could be left with excess cash, which would 

reduce Investor returns. 

Bankruptcy Risk 

Payment Obligors may seek the protection of debtor relief under federal bankruptcy or 

state insolvency laws, which may result in the nonpayment of the Underlying Assets.  In addition, 

although the Asset Originator will be investing through bankruptcy-remote vehicles established 

by the Asset Originator Parent, there remains a risk that the bankruptcy of an Asset Originator 

could negatively impact the performance of the Underlying Assets. 

Missing ability to take part in the management of Asset Originator 

The Asset Originator will be managed by its managing directors pursuant to the terms of 

Asset Originator’s limited liability company operating agreement.  Investors will have no right or 

power to take part in the management of the Asset Originator and will have no effective means of 

influencing day-to-day actions of or in the conduct of the affairs of the Asset Originator.  Although 

the principals of the Asset Originator or its affiliates may have previously sponsored decentralized 

financing transactions, none have sponsored programs with investment objectives identical in total 

to the investment objectives described herein.  If for any reason, the principals of the Asset 

Originator or its affiliates become unavailable to manage the Underlying Assets, the Issuer and its 
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Investors may be materially harmed due to the unique knowledge or skill of such principal(s) that 

is no longer available. 

Asset Originator may, from time to time, hold a portion of the proceeds of the Underlying Assets 

in one or more accounts under the Asset Originator’s control prior to redeploying such proceeds 

for investment in additional Underlying Assets 

From time to time, a portion of the proceeds of the Underlying Assets may be held in the form of 

cash in one or more accounts under Asset Originator’s control until such amounts are redeployed 

for the acquisition of additional Underlying Assets.  In the event of bankruptcy or insolvency of 

the Asset Originator, such amounts may be subject to disposition in accordance with court orders 

or other directives which may impact the amount available for payment to Investors in respect of 

the DROP Tokens. 

Compliance with applicable law 

There is no assurance that the Asset Originator will always be compliant with the law or 

that there will not be allegations of non-compliance even if the Asset Originator was or is fully 

compliant.  Any violation of applicable law could result in, among other things, damages, fines, 

penalties, litigation costs, investigation costs and even restrictions on the ability of the Asset 

Originator to conduct its business.  Furthermore, increased regulatory focus could require the Asset 

Originator to incur additional expenses to ensure compliance and may result in fines in the event 

of any violations. 

Litigation risks are impossible to foresee and associated legal fees and costs could adversely 

impact the Asset Originator’s business continuity 

The Asset Originator is exposed to the risk of litigation.  It is impossible to foresee the 

allegations that may be brought against such entities.  If the Asset Originator is required to incur 

legal fees and costs to respond to a lawsuit, the costs and fees could have an adverse impact on the 

ability of Asset Originator to continue or originate and service Underlying Assets, which may 

result in losses for the Asset Originator, Issuer, and the Investors. 

Because Investors in the Asset Originator may be diverse, the Asset Originator may make 

management decisions that benefit one category of Investors more than another 

Conflicts of interest may arise in connection with decisions made by the Asset Originator 

that may be more beneficial for one type of Investor than for another type of Investor. The Issuer 

may be adversely impacted by the decisions made by the management of the Asset Originator, 

which may result in losses for the Issuer and the Investors.  

General operational and technology risks 

The Asset Originator may be subject to risk of internal technological failures or operational 

errors by its respective employees and agents. The Asset Originator may also be subject to risk of 

fraud by its respective employees and agents. The Asset Originator may be exposed to the risk that 

external parties on whom the Asset Originator relies will be unable to fulfill their contractual 

obligation(s) to the Asset Originator.  In the event of general and operational risks described herein, 

as well as unforeseen general and operational risks that are not described herein, the Asset 
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Originator’s ability to perform some or all of the transactions contemplated in connection with the 

Offering may be delayed or impaired, which may result in losses for the Issuer and the Investors.  

Confidential information and assets may be breached or otherwise subjected to 

unauthorized access, and secure information may be stolen 

The Asset Originator, or a third party on behalf of Asset Originator, may store certain 

personally-identifiable sensitive data and assets of the Issuer.  Elements of the Asset Originator’s 

business or operations and sensitive data is susceptible to potential cyber-attacks.  Any accidental 

or willful security breach or other unauthorized access could cause secure information to be stolen 

and used for criminal purposes, and the Issuer and the Investors may be subject to increased risk 

of fraud or identity theft.  Because techniques used to obtain unauthorized access or to sabotage 

systems change frequently and generally are not recognized until they are launched against a target, 

the Asset Originator may be unable to anticipate these techniques or to implement adequate 

preventative measures. 

The loss of members of Asset Originator’s management team or its inability to attract and 

retain key personnel could adversely affect the Asset Originator’s business and 

performance. 

The success of the Asset Originator depends largely on the skills, experience and 

performance of members of their respective senior management teams and others in key 

management positions.  If the Asset Originator were to lose one or more of these key employees, 

the Asset Originator may experience difficulties in competing effectively generating and acquiring 

new Underlying Assets, and implementing its business strategy.  If the Asset Originator is not able 

to attract and retain the necessary personnel to accomplish their business objectives, the Asset 

Originator may experience constraints that could adversely affect their ability to support their 

respective operations and perform effectively.  Any such disruptions or diminished performance 

could impair the ability of the Underlying Assets to make payments to the Issuer. 

Bankruptcy remoteness of the Asset Originator 

The Asset Originator may maintain separate accounts, financial statements, books and 

records and may not commingle their respective funds or assets, and the Asset Originator may 

utilize a bankruptcy remote structure.  As a result, in the event that Asset Originator becomes 

subject to bankruptcy, insolvency or any similar proceedings, a court of competent jurisdiction 

may consolidate the assets of bankruptcy remote assets in the bankruptcy estate of Asset 

Originator, which would materially affect Asset Originator’s ability and/or legal right to make 

payments to the Issuer, which may result in losses for the Issuer and the Investors.  

Reliance on Asset Origination and Servicing 

Investors are dependent on the Asset Originator’s ability to provide origination of and 

servicing for the Payment Obligors.  If the Asset Originator fails to provide adequate origination 

& services, the Issuer and the Investors could be subject to losses.  In the event of a system outage, 

including the failure of the Asset Originator’s API, the Issuer and the Investors could be subject to 

losses. In the event of a bankruptcy by the Asset Originator, the Issuer and the Investors may be 

reliant on a bankruptcy-remote vehicle to continue to service the Underlying Assets.  There is a 
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risk that the bankruptcy-remote vehicle will not have a backup servicer in place or the backup 

servicer will fail to adequately service those Underlying Assets.   

Leverage Risk 

While the use of borrowed funds can improve substantially the return on invested capital, 

such use also may increase significantly the adverse impact to which Investors may be subject.  In 

addition, money borrowed for leveraging will be subject to interest costs or other costs incurred in 

connection with such borrowing, which may or may not be recovered by the return on the 

Underlying Assets purchased with borrowed funds.  Borrowing and the use of leverage create an 

opportunity for greater appreciation, but also for greater loss, in the value of the Investors’ assets.  

They also increase the volatility of the value of the Issuers’ assets by magnifying both increases 

and declines in the value of such assets. The Asset Originator may utilize leverage or may invest 

in levered pools or levered funds.  

Mandatory Withdrawal or Exit 

The Asset Originator may require, in its sole discretion, the redemption, in whole or in part, 

of the Interests of any investors, including the Issuer, for any or no reason.  Such mandatory 

withdrawal or exit may create adverse tax and/or economic consequences for the Issuer depending 

on the timing thereof.  Mandatory withdrawal of the Issuer’s Interests could occur before such 

Interests have had a realistic chance of being profitable. 
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Short Term Trade Finance & Freight Forwarding Invoices

CF4 500,000 Dai 5,000 Dai 6% Oct, 2020
ConsolFreight
Series 4 DROP

and TIN

target
launch size

minimum
investment

DROP APR launching as
revolving pool
with daily NAV

Summary
We are pleased to announce the ConsolFreight Series 4 (“CF4”), representing our offering to
gain exposure to cash flows associated with international trading of goods as well as freight
forwarding invoices. Consol Freight LLC (“ConsolFreight” or the “Asset Originator”) has
launched ConsolFreight Pilot LLC (Series 4) (the “Issuer”), a Delaware series limited liability
company, which will offer for sale to investors tokens, as described below, corresponding to
certain payment obligations owed to the Issuer by various Buyers in connection with
international trade transactions and various freight forwarders in connection with factoring and
reverse factoring transactions.

The Issuer will issue two tranches of ERC-20 tokens: ConsolFreight Series 4 DROP Tokens with
token symbol CF4DRP (“DROP” or the “DROP token(s)”) and ConsolFreight Series 4 TIN token
with token symbol CF4TIN (“TIN” or the “TIN token(s)”), which will be offered for sale to
investors on the terms described herein and in the Subscription Agreement provided to
prospective investors. The DROP token will be a senior token that generates a fixed rate of
return when deployed in financings. The TIN token will be a subordinated token that will be
subject to the first losses up to their full value. The Issuer will target a 6% APR for DROP (the
“DROP APR”) and the ratio of DROP to TIN will have a minimum ratio of 15% TIN. The TIN1

Tokens will also be purchased by ConsolFreight and Centrifuge to demonstrate their
confidence in the asset pool and to act as a buffer against losses to investors in the DROP
Tokens.

The Issuer will use Centrifuge, Inc.’s (“Centrifuge”) blockchain protocol system, known as the
Tinlake Protocol, to mint the tokens. Issuer’s use of the Tinlake Protocol will be subject to the
terms and conditions of that certain Tinlake Protocol Service Agreement, dated as of October
16th,  2020 (the “TPSA”), between the Issuer and Centrifuge.

1 DROP will only generate a fixed return (the “DROP APR”) while being deployed in actual financing. The IRR will be less than the
DROP APR caused by the cash drag of Dai being invested in the pool but not being deployed in actual financing.

1
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Participating Counterparties

Goods Financing

For this revolving pool, the asset pool will launch with four Buyers that have requirements for
international purchasing of goods. The Buyers are existing clients of the Freight Forwarders
that took part in the first series, ConsolFreight Series 1 and ConsolFreight Series 2 and/or have
received financing through ConsolFreight Series 3.

In this deployment ConsolFreight will partly finance goods aiming an average value of $80,000
USD using the Freight Forwarders as a risk mitigation layer. The Freight Forwarders will have
total control of the operation and most importantly they will hold the title of goods (Bill of
Lading) on behalf of ConsolFreight. The pool will gradually open up to more Buyers of the
ConsolFreight network.

Freight Forwarding Invoices Financing

In addition to financing goods ConsolFreight will finance freight forwarding invoices. The asset
pool will launch with Freight Forwarders that are members of the Forward Together Network
(collectively, the “Freight Forwarders”). All initially participating Freight Forwarders have
received payment advances by ConsolFreight in the previous pools ConsolFreight Series 1,
ConsolFreight Series 2 and ConsolFreight Series 3. The pool will gradually open up to more
Freight Forwarders of the ConsolFreight network.

Summary of Terms

Originator Details

Asset Originator Consol Freight LLC

Largest Markets United States, Latin America, Europe

Years in Operation 4 years

Asset Details

Collateral - Invoices over-collateralized by goods (see Advance
Rate);

- Freight Forwarding invoices

Average Collateral Size - Average Goods financing value: $120,000;
- Average Invoices financing amount: $15,000

Days Outstanding 30 to 180 days

Advance Rate - Up to 80% for goods financing;
- 95% or higher for invoices financing

Underlying Asset’s Historic
Average Default Rate

<1%

2

DocuSign Envelope ID: 35320853-DB8D-47A3-8C71-7BDC85866AE3

https://docs.google.com/spreadsheets/d/1OspZjnl925twpePaM3lJGycFZQIJf8kDo1VFIbqyZ-8/edit#gid=0


ConsolFreight Series 4 - Executive Summary powered by centrifuge.io

Estimated Average Asset
Repayment Premium

11%

Types of Advances Goods and Invoices Financing

Offering Details

Special Purpose Vehicle ConsolFreight Pilot LLC (Series 4)

Target Launch Size 500,000 Dai

Token Investment - ConsolFreight Series 4 DROP Token (token symbol
CF4DRP) or

- ConsolFreight Series 4 TIN Token (token symbol
CF4TIN)

Launch Date October 16th,  2020, 6:00 pm EDT

Term Repayments will be made in 90 days or less according to
the collaterals (underlying assets)

Seniority - Senior if CF4DRP are purchased
- Junior if CF4TIN are purchased

Distribution Flow Distributions will be made pro rata to CF4DRP investors
until fully repaid (principal plus interest); thereafter all
further distributions will be made pro rata to CF4TIN
investors.

First Loss % / TIN Ratio % 15%

Maximum Epoch Duration 6 days

Security Structure 506(c) offering under Regulation D of the US Securities Act
of 1933

Investor Tax Documents 1099-MISC

Investors Available to U.S. and Non-U.S. Persons; U.S. Persons must
be “accredited investors”

3
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About the Asset Originator

ConsolFreight is a SaaS freight technology provider that empowers the
digital transformation of the shipping industry. The founding team
combines 50+ years of experience running successful freight forwarding
businesses in the U.S., Latin America, and Europe. Our services expand
from offering a marketplace for freight forwarders and procurement of
logistics services, to digital contract management solutions for freight
forwarders and carriers to trade finance solutions.

The ConsolFreight ecosystem currently counts on several partnerships with renowned freight
forwarding networks such as X2 Logistics Networks, Forward Together, Globalink, and has
secured more than 600 freight forwarders as exclusive trade lane providers.

Pool Description

For financing international goods trading, the Issuer will acquire a promissory note (commercial
invoice) either directly from the Shipper or by assignment from the Buyer. The physical goods
will be under the freight forwarders' custody while being transported, and the title of goods in
transit (B/L) will be used as additional collateral to the commercial invoice. The average goods
value is $80,000.

For financing freight forwarding invoices, the Issuer will acquire, either directly from the Freight
Forwarders or by assignment from ConsolFreight, invoices generated in respect of factoring
and reverse factoring transactions with an average invoice size of $7,000.

CF4 will be a revolving pool. Upon repayment by the Borrowers the Issuer will distribute any
capital requested for withdrawals and then will redeploy the remainder into new payment
advances. CF4 will be open for investment and withdrawal on a regular basis based on the
frequency of the Net Asset Value as determined by the Issuer. The total value of the pool is
expected to grow steadily.

DROP investors will not receive any payments of principal or interest in respect of any DROP
Tokens until such time as the Investor elects to redeem such DROP Tokens. Until such
redemption, all amounts payable to the Investor in connection with the DROP Tokens will be
either (i) held in cash by the Issuer, free and clear of any liens or encumbrances, or (ii) deployed
by the Issuer to fund the generation of new Underlying Assets.

DROP investors may redeem all or a portion of the DROP Tokens by triggering redemption of
all or a portion of their DROP Tokens (each, a “Redemption Request”). The Investor may
submit no more than one Redemption Request per each specified redemption period (each
such period, an “Epoch”).

DROP will generate a fixed return of 6% DROP APR and will be protected by the TIN tranche,
which will represent 15% of the pool. ConsolFreight and Centrifuge have agreed to invest in
the TIN tranche in order to put skin in the game.
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ConsolFreight aims to continuously grow this pool. As the Issuer is able to perform successful
origination and showcase a track record of diligent underwriting ConsolFreight considers to
lower the TIN ratio gradually to a minimum of 10% over the next six months and to make
DROP APR adjustments where necessary to be competitive with market rates. All changes to
this Executive Summary will be announced 2 (two) weeks prior to the effective date of the
change(s).

The offering will be made available to accredited US investors and international investors
through a Reg D and Reg S private placement of the Investment Company Act of 1933. The
Issuer intends to utilize Section 506(c), which allows for general solicitation of the offering.

Goods Financing

For this deployment we start with a limited number of Buyers and Shippers and will finance
goods trading transactions. Transactions eligible for trade financing are brought onto the
platform via freight forwarding companies that have established a longstanding relationship
with ConsolFreight. With respect to their relationships with freight forwarders, ConsolFreight
and the Issuer employ a rigorous due diligence process at the outset of any such relationship
that considers the Freight Forwarder’s operational history, and historical accounts receivable
performance, as well as background checks and other forms of operational identity verification.

Buyers of the goods seeking financing are required to provide specified documentation that
proves an existing relationship between Seller, Buyer and Forwarder and the respective
verifiable documentation of a minimum of three previous transactions. This documentation
includes all the requirements to process customs clearance at the importing country, provided
the applicant is the Buyer, such as commercial invoice, packing list, B/L, certificate of insurance
and customs release. Independent third party documentation is retrieved from the Freight
Forwarder's records.

Freight Forwarding Invoices Financing

With respect to their relationships with freight forwarders, ConsolFreight and the Issuer
consider the freight forwarder’s operational history, and historical accounts receivable
performance, as well as background checks and other forms of operational identity verification.
Freight Forwarders seeking financing for factoring or reverse factoring transactions through
ConsolFreight are required to upload specified transaction documents to ConsolFreight’s credit
analysis system, which assesses the quality of the freight forwarder’s invoices, including
customary checks for fraud, liens, corporate authorization and enforceability and possession of
required licenses.

The counterparty exposure in respect of the majority of the transactions financed by
ConsolFreight is to high quality, global companies which have business relationships with
ConsolFreight extending for three or more years.
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Payment Summary

Goods Financing

The typical supply chain payment structure flows from the Buyer, who places the order, to the
Shipper, who is responsible for manufacturing the goods. The Freight Forwarder is responsible
for the operation and international transportation of the goods.

In this trade finance case, the Issuer provides third party financing to advance payments to the
Shipper and collects from the Buyer upon goods delivery in the port. In a typical trade finance
deal the Issuer's relationship is with the Buyer. The legal agreement is a sales agreement of the
Issuer with the Buyer referring to and including the original purchase order and invoice with
and from the Shipper, and the terms of the sale (together trade financing agreements). This
ensures the financed goods are property and under sole ownership of the Issuer until full
payment including all fees from the Buyer.

Payments in respect of trade financing transactions will be as follows:

● If the shipper requires a deposit to start production or processing the order, the Buyer
should provide the first 20% and the Issuer will match with a 20%, if required. If the
shipper requires more than a 40% deposit, the Buyer should provide the remainder of
the funds. All funds involved in the transaction should flow through the SPV.

● After coordinating operations with the Freight Forwarder the Issuer receives the Master
Bill of Lading (B/L) upon which the Issuer transfers the remaining financing amount to
the Shipper.
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● After the goods has been delivered the Issuer requests payment including all fees from
the Buyer

Freight Forwarding Invoices Financing

The typical supply chain payment structure flows from the Shipper, who places the order, to the
Freight Forwarder, who is the broker, to the Carrier, who transports the goods to the
Consignee.

Shipper → Freight Forwarder → Carrier

Factoring

In a factoring agreement, the Issuer provides third party financing to advance payment to the
Freight Forwarder and collects from the Shipper in 30 to 60 days. In a factoring deal, the
Issuer’s relationship is with the Supplier (the Freight Forwarder).

Shipper ↔ Issuer ↔ Freight Forwarder

Payments in respect of factoring transactions will be as follows:
● The Issuer will advance payment including all fees to Freight Forwarders;
● On due date invoice payments are made by Shippers to the Issuer;
● The account is owned by the Issuer.

Reverse Factoring

In a reverse factoring agreement, the Issuer provides third party financing that advances
payment to Carriers and collects from the Freight Forwarder. In a reverse factoring deal, the
Issuer’s relationship is with the Buyer (the Freight Forwarder).

Freight Forwarder ↔ Issuer ↔ Carrier

Payments in respect of reverse factoring transactions will be as follows:
● The Issuer will advance payment to Carriers;
● On due date, payments including all fees are made by Freight Forwarders to the Issuer;

The account is owned by the Issuer.
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ANNEX A
INVESTMENT RISK FACTORS

In addition to those risk factors provided in the Subscription Agreement, Annex A to this
Executive Summary sets forth additional risk factors related to an investment in DROP or TIN
Tokens. Please carefully read the risks described in Annex A, and the risks described in the
Subscription Agreement before investing in DROP or TIN Tokens.

Terms used in this Annex A but not defined in the Executive Summary will have the meaning
set forth for such terms in the Subscription Agreement provided to potential investors in
connection with their prospective purchase of DROP or TIN Tokens.

Underlying Asset Payments

Payments in respect of the Underlying Assets are anticipated to be made as described in the
section entitled “Payment Summary” above. However, to the extent that any of the Buyers fail
to timely comply with their respective payment obligations under the relevant trade financing
agreements or the TPSA, as applicable, such noncompliance may impair the Issuer’s ability to
make payments on the DROP Tokens as anticipated. Additionally, payors are in each case
reliant on third parties to transfer funds and process payments. To the extent that there is any
error or delay by such third parties in the transfer of funds or processing of payments, the
Issuer’s ability to make payments on the DROP Tokens as anticipated may be impaired.

Possible conflicts of interest

ConsolFreight, the Issuer and four of the potential Freight Forwarders (each a “Controlled
Entity” and together, the “Controlled Entities”) participating, are under common ownership. As
a result, circumstances may arise in the management of the Controlled Entities in which the
interests of one or more of the Controlled Entities may conflict with the interests of one or
more of the other Controlled Entities. No formal process currently exists, or is expected to be
developed, for resolving such conflicts of interest. The owners of the Controlled Entities (the
“Controlled Entity Owners”) may make certain decisions with respect to the business
operations of the Controlled Entities which may benefit one or more Controlled Entities over
others. However, it is important to note that the Freight Forwarders provide only information on
the Buyer's relationship and business with the Shipper, and are responsible for the operations
for the international transfer of the goods. The Freight Forwarders are not part of the trade
finance agreements and do not receive funds from the Issuer. The Issuer's ability to make
payments on the DROP Tokens as anticipated is not impaired by the common ownership
structure.

Tax Treatment of DROP and TIN

For purposes of this offering, a full analysis of the classification and likely treatment of the
DROP and TIN Tokens for tax purposes has not been performed. Investors are advised to
consult with their independent tax advisers regarding the tax consequences of investing in the

8

DocuSign Envelope ID: 35320853-DB8D-47A3-8C71-7BDC85866AE3



ConsolFreight Series 4 - Executive Summary powered by centrifuge.io

DROP and TIN Tokens. Any anticipated United States federal or state income tax benefits may
not be available and, further, may be adversely affected through adoption of new laws or
regulations or amendments to existing laws or regulations. Neither the Issuer, ConsolFreight,
the Freight Forwarders nor Centrifuge is providing any warranty or assurance regarding the
ultimate availability of any tax benefits to the Investor by reason of the purchase.

Effect of COVID-19

The Issuer’s business operations and financial condition is susceptible to fluctuations in general
economic conditions like the Covid-19 pandemic. Economic downturns may negatively affect
the shipping industry, which in turn may have a material adverse impact on the Issuer’s business
operations and financial condition, including the Issuer’s ability to generate or acquire
Underlying Assets, or to collect payments on the Underlying Assets.

The COVID-19 pandemic has contributed to a significant decline in consumer demand in many
industries. This decline in demand may negatively affect the shipping industry, and in turn
negatively affect the Issuer as described above.

In addition, laws, orders, public guidance and other measures taken by governments
worldwide in response to the COVID-19 pandemic are unpredictable, and continued
developments in response to changing conditions are likely. Laws, regulations and orders
which may adversely affect the operations of businesses in general may also adversely affect
the businesses of the Issuer, the Freight Forwarders, Shippers and Suppliers with which it
transacts, and the shipping industry generally. At this time, such impacts are difficult to predict
in nature, scope and duration, and may continue to change as the COVID-19 pandemic
continues.

The business operations of each of Issuer, the Freight Forwarders, Shippers and Suppliers with
which it transacts, the shipping industry generally, and any third parties that any of the
foregoing may rely on in connection with the transactions contemplated in this offering may be
adversely impacted by the effects of COVID-19 on their respective directors, officers,
employees, agents and representatives.

Issuer derives its revenue from a limited number of Buyers and Shippers

Issuer derives all of its revenue from transactions with a limited number of Buyers and Shippers
("Sellers") and a limited number of goods items to be financed. The ConsolFreight Series 4
pool will consist of approximately four goods items all manufactured by one Shipper purchased
by up to four Buyers . This concentration is to the extent that the business operations of any of
these counterparties is adversely affected by facts or circumstances specific to such
counterparty or applicable to the shipping industry generally, the Issuer's ability to make
payments on the DROP Tokens may be impaired. To cushion said concentration risk the TIN
ratio for CF4 was set to 15%.
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Issuer derives its revenue from a limited number of Freight Forwarders,
Shippers and Suppliers

Issuer derives all of its revenue from transactions with a limited number of Freight Forwarders,
Shippers and Suppliers. To the extent that the business operations of any of these
counterparties is adversely affected by facts or circumstances specific to such counterparty or
applicable to the shipping industry generally, the Issuer’s ability to generate or acquire
Underlying Assets or to make payments on the DROP Tokens may be impaired.

Issuer intends to engage in trade financing transactions

In these trade financing transactions the Issuer will provide payments to the Shipper based on
the purchase order and invoice issued by the Shipper to the Buyer. In order to commence
manufacturing the Shipper requests deposit payments to be made or processed. In the case
the Shipper is unable to perform as agreed, the Issuer's ability to recover funds to payout
DROP investors may be impaired. Once the Freight Forwarder assumes control of the goods
operations and the B/L is generated, it will be handed over to the Issuer to serve as collateral
to the underlying asset. The B/L guarantees ownership of the physical goods and can be used
to collect in the event of a Buyer's default.

Issuer intends to engage in reverse factoring transactions

In addition to traditional freight factoring transactions, Issuer intends to engage in reverse
factoring transactions. In these reverse factoring transactions, as opposed to purchasing the
counterparty’s unpaid invoices at a discount, the Issuer will pay amounts due by the
counterparty to various suppliers or other third parties, to be repaid by the counterparty at a
later date along with a fee or other compensation. To the extent that the Issuer’s counterparty
in any reverse factoring transaction is unable to make payments to the Issuer as expected, the
Issuer’s ability to make payments on the DROP Tokens may be impaired. Additionally, as there
is not currently an industry standard method for financial reporting of reverse factoring
transactions, it may be difficult for ConsolFreight to accurately assess the financial condition of
a counterparty that engages in reverse factoring transactions.

Risk of Loss or Damage of Goods

Additional risk involved in trade finance is related to the delivery of goods and state of the
delivered goods. In case of loss of goods or delayed delivery inflicted costs are covered by the
Buyer. In case the delivered goods have been damaged during transit costs are covered by
goods in transit insurance that needs to be purchased by the parties involved in the transaction
(Shipper and Buyer) depending on the Incoterms of the transaction.

Risk of Defectiveness of Goods

Shipper might deliver defective goods. For this controlled pilot ConsolFreight will not perform
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a physical quality inspection as the value of the transaction is too low to absorb the costs of a
certified verifier such as SGS inspections. The terms will be Shipper count, load and seal the
goods. Those terms will be written into the description of the Bill of Lading. Errors such as
wrong color which might be considered a defect are a possible risk and they are on the Buyer’s
account.

Payment Obligors may be located outside of the United States

Issuers may generate Underlying Assets in or acquire Underlying Assets in respect of which
Payment Obligors are located in and outside of the United States, including in emerging
markets.

Each country is subject to economic, political and other uncertainties, including changes in
monetary, exchange control, trade policies and environmental conditions which may affect their
respective overall business environment and, in turn, the ability of the Issuer to generate or
acquire Underlying Assets and the ability of Payment Obligors to make payments in respect of
Underlying Assets. Laws, consumer protection requirements and regulations applicable to the
Issuer’s operations may vary significantly from country to country and among jurisdictions within
countries. Additionally, in emerging markets, receipt of payment in respect of Underlying
Assets will be subject to certain risks not typically associated with investment in developed
economies or markets, such as greater political, legal, regulatory, and economic risk.

Political and Legal Risks. Emerging markets may be susceptible to significant political and legal
risks such as: (i) political unrest, instability, and corruption; (ii) underdeveloped legal and
regulatory frameworks; (iii) unclear taxation, foreign exchange, repatriation of profits,
environmental and other governmental and regulatory policies that may change without notice;
(iv) the relative lack of experience of the judicial system in commercial, corporate and securities
laws; and (v) different interpretation by judges of any applicable legislation. There is no
guarantee that Issuer, Payment Obligors or the Underlying Assets will not be adversely affected
by political and social conditions prevailing in an emerging market, or that adverse
developments will not occur.

Changes in applicable laws could similarly prevent or complicate the collection of payments in
respect of the Underlying Assets. The Issuer may not be able to recover on the Underlying
Assets in the event of any significant political upheaval and in turn, Investors may receive little,
if any of the unpaid amounts payable in respect of the DROP Tokens.

Economic Risks. Emerging economies are notably susceptible to fluctuations, and may be
particularly vulnerable to external shocks. The rates of unemployment and underemployment
may be higher compared to more developed economies and markets.

Governments and regulatory authorities in emerging markets may also intervene in their
economy and make significant changes in monetary, fiscal and regulatory policy, which could
result in currency devaluation and changes in international reserves. Possible developments
include fluctuations in exchange rates, inflation, instability of prices, changes in interest rates,
liquidity of domestic capital and debt markets, exchange controls, deposit requirements on
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foreign borrowings, controls on capital flows, and limits on foreign trade.

These factors may adversely affect the Payment Obligors’ ability to make payments in respect
of the Underlying Assets, potentially increasing the likelihood of their failure to timely pay
amounts due and payable to Issuer.

No federal or state authority regulates the Issuer

The Issuer is not directly supervised or regulated by any federal or state authority with respect
to the activities contemplated in the Subscription Agreement.

Issuer’s business is sensitive to fuel and transportation costs, which can be
volatile

Issuer and its counterparties in respect of the Underlying Assets are engaged in the shipping
and distribution industry. Accordingly, their operations are sensitive to the price and supply of
fuel and other transportation costs. These costs are unpredictable, and fluctuate based on
events outside of the Issuer’s control, including geopolitical developments, supply and demand
for oil and gas, actions by OPEC and other oil and gas producers, war and unrest in oil
producing countries, regional production patterns and environmental concerns. Any significant
price escalations or reductions in the supply of fuel could have an adverse effect on Issuer’s
business operations and financial condition.
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CONSOLFREIGHT PILOT LLC (SERIES 4) 

SIDE LETTER 

June 29, 2021 

Sébastien Derivaux 

 

 

 

Dear Sébastien: 

This letter agreement is provided to Sébastien Derivaux, a French individual investor (the 

“Investor”), in consideration of its purchase of DROP Tokens from Series 4 of ConsolFreight 

Pilot LLC, a Delaware series limited liability company (the “Issuer”), pursuant to that certain 

Subscription Agreement by and between Investor and Issuer, and accepted by Issuer on May 25, 

2021 (the “Subscription Agreement”).  Capitalized terms not otherwise defined herein have the 

same meanings as in the Subscription Agreement. 

In connection with the foregoing, Investor and Issuer agree as follows: 

1. Borrower Onboarding.  Investor shall have the right, upon request not to exceed once per 

month and with reasonable notice to Issuer, to review due diligence materials provided to 

Issuer by current and prospective Payment Obligors. 

2. DROP Tokens.  Investor shall have the right, upon request not to exceed once per month 

and with reasonable notice to Issuer, to review the coding and protocols used to validate, 

evaluate and underwrite the DROP Tokens. 

3. TIN Token Holders.  Investor shall have the right, upon request not to exceed once per 

month and with reasonable notice to Issuer, to receive from Issuer a current register of TIN 

Token holders. 

4. Financial Statements.  Investor shall have the right, upon request not to exceed once per 

calendar quarter and with reasonable notice to Issuer, to receive from Issuer unaudited 

financial statements of the Issuer for the preceding calendar quarter. 

[Remainder of this page intentionally left blank; signature page follows.] 
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Signature Page to Side Letter 

Very truly yours, 

 

Series 4 of ConsolFreight Pilot LLC, 

a Delaware series limited liability company 

 

By: Consol Freight LLC, its sole member 

 

 

By:       

Name: Ernesto Vila 

Its: Managing Director 

Accepted and agreed: 

Sébastien Derivaux, a French individual Investor 

 

 

By:       

Name: Sébastien Derivaux 
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