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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 8-K

CURRENT REPORT
Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934

Date of Report (Date of earliest event reported): June 29, 2010 

HealthMarkets, Inc.
(Exact name of registrant as specified in its charter)

Delaware 001-14953 75-2044750
(State or other Jurisdiction of
Incorporation)

(Commission File Number) (IRS Employer Identification No.)

9151 Boulevard 26, North Richland Hills, Texas 76180
(Address of Principal Executive Offices) (Zip Code)

Registrant�s telephone number, including area code: (817) 255-5200

(Former name or former address if changed since last report.)
Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of
the registrant under any of the following provisions:

o Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)

o Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)

o Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))

o Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))
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Item 5.02. Departure of Directors or Certain Officers; Election of Directors; Appointment of Certain Officers;
Compensatory Arrangements of Certain Officers

(e) On June 29, 2010, HealthMarkets, Inc. (the �Company�) adopted a compensation program (�Program�) applicable to
Jack V. Heller, the Company�s Senior Vice President, Agency Sales.

The Program, which will be effective upon Mr. Heller�s signed acknowledgment and agreement to Program terms and
conditions, entitles Mr. Heller to the following:

� An increase in Mr. Heller�s annual maximum bonus compensation percentage to 200% of annual target
bonus. Mr. Heller�s annual target bonus is 75% of his annual base compensation of $400,000;

� Portions of Mr. Heller�s annual bonus compensation for 2010, 2011 and 2012 will be guaranteed, vesting as
follows:

� 2010 annual bonus compensation: 66.66% of target bonus guaranteed, or $199,980.00. Vests on December
31, 2010, subject to Mr. Heller�s continuous employment through such date.

� 2011 annual bonus compensation: 50% of target bonus guaranteed, or $150,000.00. Vests on December 31,
2011, subject to Mr. Heller�s continuous employment through such date.

� 2012 annual bonus compensation: 50% of target bonus guaranteed, or $150,000.00. Vests on December 31,
2012, subject to Mr. Heller�s continuous employment through such date.

� Retention cash compensation in the amount of $1.2 million, divided into 3 tranches, and vesting as
follows (subject to earlier vesting in the case of a change of control and certain qualifying
terminations):

� Tranche A: 25% of retention cash compensation, or $300,000; vests on June 30, 2011, subject to Mr. Heller�s
continuous employment through such date.

� Tranche B: 25% of retention cash compensation, or $300,000; vests on June 30, 2012, subject to Mr. Heller�s
continuous employment through such date.

� Tranche C: 50% of retention cash compensation, or $600,000; vests on June 30, 2013, subject to Mr. Heller�s
continuous employment through such date.

� Although the guaranteed portion of Mr. Heller�s annual bonus compensation and Mr. Heller�s retention cash
compensation payments vest only as described above, each will be paid in equal pro rata installments, on a
quarterly basis in arrears, in some cases in advance of vesting. 75% of the gross amount of any payment made
prior to vesting is subject to clawback by the Company based on specified termination events.
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In connection with the Program, the Company also granted Mr. Heller an option to purchase 150,000 shares of the
Company�s Class A-1 common stock. In connection with his entry into the nonqualified stock option agreement
applicable to this grant (the �Nonqualified Stock Option Agreement�), Mr. Heller agreed to forfeit all of his outstanding
stock options granted prior to the date of this grant. Mr. Heller�s Nonqualified Stock Option Agreement provides that
the options granted to Mr. Heller will vest in equal 20% annual installments on each of the first five anniversaries of
the grant date � June 29, 2010 � in each case, subject to Mr. Heller�s continued employment through the applicable
vesting date (subject to earlier vesting in the case of certain qualifying terminations). The exercise price of Mr. Heller�s
options is $7.00 per share.

In addition, the Company granted Mr. Heller 150,000 restricted shares of the Company�s Class A-1 common stock.
Mr. Heller�s restricted share agreement (the �Restricted Share Agreement�) provides that the restricted shares granted to
Mr. Heller will vest in equal 20% annual installments on each of the first five anniversaries of the grant date � June 29,
2010 � in each case, subject to the executive�s continued employment through the applicable vesting date (subject to
earlier vesting in the case of certain qualifying terminations).

The foregoing summary is qualified in its entirety by reference to the Nonqualified Stock Option Agreement and
Restricted Share Agreement, copies of which are attached hereto as Exhibits 10.1 and 10.2, respectively, and are
incorporated herein by reference.

Item 9.01. Financial Statements and Exhibits.

Exhibit Number Exhibit Description
10.1 Nonqualified Stock Option Agreement, made as of June 29, 2010, by and between

HealthMarkets, Inc. and Jack V. Heller.
10.2 Restricted Share Agreement, made as of June 29, 2010, by and between HealthMarkets, Inc.

and Jack V. Heller.
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SIGNATURE

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be
signed on its behalf by the undersigned, hereunto duly authorized.

HEALTHMARKETS, INC.

By: /s/ B. Curtis Westen                                      
Name: B. Curtis Westen
Title: Executive Vice President & General Counsel

Dated: July 2, 2010

- 4 -

4

Edgar Filing: HealthMarkets, Inc. - Form 8-K

4



EXHIBIT INDEX

Exhibit No. Description
10.1 Nonqualified Stock Option Agreement, made as of June 29, 2010, by and between HealthMarkets,

Inc. and Jack V. Heller.
10.2 Restricted Share Agreement, made as of June 29, 2010, by and between HealthMarkets, Inc. and

Jack V. Heller.
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Unless otherwise specified in the applicable pricing supplement, the valuation date (if there is only one valuation date
applicable to the notes) or the final valuation date (if there is more than one valuation date applicable to the notes) will
be the third trading day before the maturity date.  If the calculation agent determines that a market disruption event
occurs or is continuing on any valuation date, the Final Stock Price will be determined as set forth in “—Consequences of
Market Disruption Events” below.  The valuation date or valuation dates that are applicable to your notes will be set
forth in the applicable pricing supplement.
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Maturity Date

Unless otherwise specified in the applicable pricing supplement, the maturity date will be the third scheduled business
day following the valuation date or the final valuation date, as applicable, unless that date is not a business day, in
which case the maturity date will be the next following business day.  The maturity date will be postponed by the
same number of trading days as the valuation date or the final valuation date, as applicable, if a market disruption
event occurs or is continuing as described below.  However, interest will not accrue after the applicable maturity date.

Certain Definitions

Business Day.  Unless otherwise set forth in the applicable pricing supplement, “business day” means a day of the week
other than Saturday or Sunday that is neither a legal holiday nor a day on which banking institutions are authorized or
obligated by law or executive order to close in New York City, Toronto, or Montreal.

Trading Day.   Unless otherwise set forth in the applicable pricing supplement, “trading day” is any day, as determined
by the calculation agent, on which trading is generally conducted on the relevant primary U.S. exchange for the
applicable Reference Stock.

Closing Price.  Unless otherwise set forth in the applicable pricing supplement, the closing price for any Reference
Stock on any trading day will equal the closing sale price or last reported sale price, regular way, for the security or
the ETF, on a per-share or other unit basis:

• on the principal national securities exchange on which that Reference Stock is listed for trading on that day; or

• if that security or ETF is not quoted on any national securities exchange on that day, on any other market system or
quotation system that is the primary market for the trading of that Reference Stock.

If the Reference Stock is not listed or traded as described above, then the closing price for that Reference Stock on any
trading day will be the average, as determined by the calculation agent, of the bid prices for the Reference Stock
obtained from as many dealers in that Reference Stock selected by the calculation agent, in its sole discretion, as will
make those bid prices available to the calculation agent.  The number of dealers need not exceed three and may
include the calculation agent or any of our other affiliates.

Consequences of Market Disruption Events

If the calculation agent determines that, on a valuation date and/or, if your notes are subject to automatic early
redemption, on a call date, a market disruption event has occurred or is continuing with respect to the Reference
Stock, the determination of the Final Stock Price and/or, if applicable, the closing price of the applicable Reference
Stock, may be postponed.  If such a postponement occurs, the calculation agent will use the closing price of the
Reference Stock on the first subsequent trading day on which no market disruption event occurs or is
continuing.  However, in no event will the determination of the Final Stock Price and/or, if applicable, the closing
price of the applicable Reference Stock, be postponed by more than ten trading days.

If the determination of the Final Stock Price and/or, if applicable, the closing price of the applicable Reference Stock,
is postponed to the last possible day, but a market disruption event for the Reference Stock occurs or is continuing on
that day, that day will be the date on which the Final Stock Price and/or, if applicable, the closing price of the
applicable Reference Stock, will be determined by the calculation agent.  In such an event, the calculation agent will
make a good faith estimate in its sole discretion of the Final Stock Price and/or, if applicable, the closing price of the
applicable Reference Stock, that would have prevailed in the absence of the market disruption event.
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Any of the following will be a market disruption event:

•a suspension, absence or limitation of trading in (i) that security in its primary market, as determined by the
calculation agent, or (ii) futures or options contracts relating to that security in the primary market for those
contracts, as determined by the calculation agent;

•any event that disrupts or impairs, as determined by the calculation agent, the ability of market participants to (i)
effect transactions in, or obtain market values for, the security in its primary market, or (ii) effect transactions in, or
obtain market values for, futures or options contracts relating the security in its primary market;

• the closure on any day of the primary market for that security on a scheduled trading day prior to the scheduled
weekday closing time of that market (without regard to after hours or any other trading outside of the regular trading
session hours) unless such earlier closing time is announced by the primary market at least one hour prior to the
earlier of (i) the actual closing time for the regular trading session on such primary market on such scheduled
trading day for such primary market and (ii) the submission deadline for orders to be entered into the relevant
exchange system for execution at the close of trading on such scheduled trading day for such primary market;

•any scheduled trading day on which (i) the primary market for that security or (ii) the exchanges or quotation
systems, if any, on which futures or options contracts on that security are traded, fails to open for trading during its
regular trading session; or

•any other event, if the calculation agent determines that the event interferes with our ability or the ability of any of
our affiliates to unwind all or a portion of a hedge with respect to the notes that we or our affiliates have effected or
may effect as described below under “Use of Proceeds and Hedging” in this product supplement.

Interest Payments

Interest will accrue on the principal amount of your notes and will be calculated and paid as described in the
accompanying prospectus and prospectus supplement with regard to fixed rate notes, as modified by the pricing
supplement.  The interest payment dates will be those specified in the applicable pricing supplement.  Unless
otherwise specified in the applicable pricing supplement, interest will be computed on the basis of a 360-day year of
twelve 30-day months. The applicable pricing supplement may also specify a fixed amount that will be paid on each
interest payment, based on the applicable interest rate.

As long as your notes are in global form, the regular record date for each interest payment date will be the third
preceding business day, unless otherwise specified in the applicable pricing supplement.  However, the final payment
of interest will be paid to the person to whom the payment at maturity is due.

Automatic Call

If so specified in the applicable pricing supplement, your notes will be subject to automatic redemption.  In such a
case, we will automatically redeem the notes if the closing price of the Reference Stock (or if so stated in the
applicable pricing, any intra-day price of the Reference Stock) on the applicable call date is greater than or equal to
the call price.  The applicable pricing supplement will set forth the applicable call price, call dates and the amount that
we will pay upon an early redemption.

Anti-dilution Adjustments
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The Initial Stock Price, the Trigger Price and the call price (if applicable) will be specified in the applicable pricing
supplement.  The calculation agent will adjust the Initial Stock Price, the Trigger Price and the call price if any of the
dilution events described below occurs with respect to the Reference Stock.
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The calculation agent will adjust the Initial Stock Price, the Trigger Price and the call price as described below, but
only if an event below under this section occurs with respect to the Reference Stock and only if the relevant event
occurs during the period described under the applicable subsection.  The Initial Stock Price, the Trigger Price and the
call price will be subject to the adjustments described below, independently and separately, with respect to the dilution
events that affect the Reference Stock.

If more than one anti-dilution event requiring adjustment occurs with respect to the Initial Stock Price, the Trigger
Price and the call price, the calculation agent will adjust the Initial Stock Price, the Trigger Price and the call price for
each event, sequentially, in the order in which the events occur, and on a cumulative basis.  Therefore, having adjusted
the Initial Stock Price, the Trigger Price and the call price for the first event, the calculation agent will adjust the
Initial Stock Price, the Trigger Price and the call price for the second event, applying the required adjustment to the
Initial Stock Price, the Trigger Price and the call price as already adjusted for the first event, and so on for each event.

If an event requiring an anti-dilution adjustment occurs, the calculation agent will make the adjustment in an attempt
to offset, to the extent practical, any change in the economic position of the holder and us, relative to your note, that
results solely from that event.  The calculation agent may, in its sole discretion, modify the anti-dilution adjustments
set forth in the section as necessary to ensure an equitable result.

Stock Splits and Stock Dividends

A stock split is an increase in the number of a corporation’s outstanding shares of stock without any change in its
stockholders’ equity.  When a corporation pays a stock dividend, it issues additional shares of its stock to all holders of
its outstanding stock in proportion to the shares they own.  Each outstanding share will be worth less as a result of a
stock split or stock dividend.

If the Reference Stock is subject to a stock split or receives a stock dividend, then the calculation agent will adjust the
Initial Stock Price, the Trigger Price and the call price by dividing the prior Initial Stock Price, Trigger Price, and call
price before the stock split or stock dividend by an amount equal to:  (1) the number of shares of the Reference Stock
outstanding immediately after the stock split or stock dividend becomes effective; divided by (2) the number of shares
of the Reference Stock outstanding immediately before the stock split or stock dividend becomes effective.  The
Initial Stock Price, the Trigger Price and the call price will not be adjusted, however, unless:

• in the case of a stock split, the first day on which the Reference Stock trades without the right to receive the stock
split occurs after the pricing date and on or before the applicable valuation date or call date; or

• in the case of a stock dividend, the ex-dividend date occurs after the pricing date and on or before the applicable
valuation date or call date.

The ex-dividend date for any dividend or other distribution with respect to the Reference Stock is the first day on
which the Reference Stock trades without the right to receive that dividend or other distribution.

Reverse Stock Splits

A reverse stock split is a decrease in the number of a corporation’s outstanding shares of stock without any change in
its stockholders’ equity.  Each outstanding share will be worth more as a result of a reverse stock split.

If the Reference Stock is subject to a reverse stock split, then the calculation agent will adjust the Initial Stock Price,
the Trigger Price and the call price by multiplying the prior Initial Stock Price, the Trigger Price and the call price by a
number equal to:  (1) the number of shares of the Reference Stock outstanding immediately before the reverse stock
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split becomes effective; divided by (2) the number of shares of the Reference Stock outstanding immediately after the
reverse stock split becomes effective.  The Initial Stock Price, the Trigger Price and the call price will not be adjusted,
however, unless the reverse stock split becomes effective after the pricing date and on or before the applicable
valuation date or call date.
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Extraordinary Dividends

Any distribution or dividend on the Reference Stock determined by the calculation agent to be a distribution or
dividend that is not in the ordinary course of the issuer’s historical dividend practices will be deemed to be an
extraordinary dividend.  The calculation agent will determine if the dividend is an extraordinary dividend and, if so,
the amount of the extraordinary dividend.  Each outstanding share will be worth less as a result of an extraordinary
dividend.

If any extraordinary dividend occurs with respect to the Reference Stock, the calculation agent will adjust the Initial
Stock Price, the Trigger Price and the call price to equal the product of:  (1) the prior Initial Stock Price, the Trigger
Price and the call price, times (2) a fraction, the numerator of which is the amount by which the closing price of the
Reference Stock on the business day before the ex-dividend date exceeds the extraordinary dividend amount and the
denominator of which is the closing price of the Reference Stock on the business day before the ex-dividend
date.  The Initial Stock Price, the Trigger Price and the call price will not be adjusted, however, unless the ex-dividend
date occurs after the pricing date and on or before the applicable valuation date or call date.

The extraordinary dividend amount with respect to an extraordinary dividend for the Reference Stock equals:

•for an extraordinary dividend that is paid in lieu of a regular quarterly dividend, the amount of the extraordinary
dividend per share of the Reference Stock minus the amount per share of the immediately preceding dividend, if
any, that was not an extraordinary dividend for the Reference Stock; or

•for an extraordinary dividend that is not paid in lieu of a regular quarterly dividend, the amount per share of the
extraordinary dividend.

To the extent an extraordinary dividend is not paid in cash, the value of the non-cash component will be determined
by the calculation agent.  A distribution on the Reference Stock that is a stock dividend, an issuance of transferable
rights or warrants or a spin-off event and also an extraordinary dividend will result in an adjustment to the Initial
Stock Price, the Trigger Price and the call price only as described under “— Stock Splits and Stock Dividends” above, “—
Transferable Rights and Warrants” below or “— Reorganization Events” below, as the case may be, and not as described
here.

Transferable Rights and Warrants

If the issuer of the Reference Stock issues transferable rights or warrants to all holders of the Reference Stock to
subscribe for or purchase the Reference Stock at an exercise price per share that is less than the closing price of the
Reference Stock on the business day before the ex-dividend date for the issuance, then the applicable Initial Stock
Price, the Trigger Price and the call price will be adjusted by multiplying the prior Initial Stock Price, the Trigger
Price and the call price by the following fraction:

• the numerator will be the number of shares of the Reference Stock outstanding at the close of business on the day
before that ex-dividend date plus the number of additional shares of the Reference Stock that the aggregate offering
price of the total number of shares of the Reference Stock so offered for subscription or purchase pursuant to the
transferable rights or warrants could purchase at the closing price on the trading day before the ex-dividend date,
with that number of additional shares being determined by multiplying the total number of shares so offered by the
exercise price of those transferable rights or warrants and dividing the resulting product by the closing price on the
trading day before that ex-dividend date.

•
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the denominator will be the number of shares of the Reference Stock outstanding at the close of business on the day
before that ex-dividend date plus the number of additional shares of the Reference Stock offered for subscription or
purchase under those transferable rights or warrants.
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The Initial Stock Price, the Trigger Price and the call price will not be adjusted, however, unless the ex-dividend date
described above occurs after the pricing date and on or before the applicable valuation date or call date.

Reorganization Events

If the issuer of the Reference Stock undergoes a reorganization event in which property other than the Reference
Stock—e.g., cash and securities of another issuer—is distributed in respect of the Reference Stock, then, for purposes of
calculating the price of the Reference Stock, the calculation agent will determine the closing price of the Reference
Stock on the valuation date to equal the value of the cash, securities and other property distributed in respect of one
share of the Reference Stock.

If the calculation agent determines that, by valuing such cash, securities and other property, a commercially
reasonable result is not achieved, then the calculation agent will, in its sole discretion, substitute another stock for that
Reference Stock.

Each of the following is a reorganization event with respect to the Reference Stock:

• the Reference Stock is reclassified or changed;

• the issuer of the Reference Stock has been subject to a merger, consolidation or other combination and either is not
the surviving entity or is the surviving entity but all the outstanding stock is exchanged for or converted into other
property;

•a statutory share exchange involving the outstanding stock and the securities of another entity occurs, other than as
part of an event described in the two bullet points above;

• the issuer of the Reference Stock sells or otherwise transfers its property and assets as an entirety or substantially as
an entirety to another entity;

• the issuer of the Reference Stock effects a spin-off—that is, issues to all holders of the Reference Stock equity
securities of another issuer, other than as part of an event described in the four bullet points above;

• the issuer of the Reference Stock is liquidated, dissolved or wound up or is subject to a proceeding under any
applicable bankruptcy, insolvency or other similar law; or

•another entity completes a tender or exchange offer for all of the outstanding stock of the issuer of the Reference
Stock.

Valuation of Distribution Property

If a reorganization event occurs with respect to the Reference Stock, and the calculation agent does not substitute
another stock for the Reference Stock as described in “— Substitution” below, then the calculation agent will determine
the applicable closing price on each valuation date so as to equal the value of the property — whether it be cash,
securities or other property — distributed in the reorganization event in respect of one share of the Reference Stock, as
the Reference Stock existed before the date of the reorganization.  We refer to the property distributed in a
reorganization event as distribution property, a term we describe in more detail below.  The calculation agent will not
make any determination for a reorganization event, however, unless the event becomes effective (or, if the event is a
spin-off, unless the ex-dividend date for the spin-off occurs) after the pricing date and on or before the applicable
valuation date or call date.
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For the purpose of making a determination required by a reorganization event, the calculation agent will determine the
value of each type of distribution property, in its sole discretion.  For any distribution property consisting of a security,
the calculation agent will use the closing price for the security on the relevant date.  The calculation agent may value
other types of property in any manner it determines, in its sole discretion, to be appropriate.  If a holder of the
Reference Stock may elect to receive different types or combinations of types of distribution property in the
reorganization event, the distribution property will consist of the types and amounts of each type distributed to a
holder that makes no election, as determined by the calculation agent in its sole discretion.
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If a reorganization event occurs and the calculation agent adjusts the closing price of the Reference Stock on a
valuation date to equal the value of the distribution property distributed in the event, as described above, the
calculation agent will make further determinations for later events that affect the distribution property considered in
determining the closing price.  The calculation agent will do so to the same extent that it would make determinations if
the Reference Stock were outstanding and were affected by the same kinds of events.

For example, if the issuer of the Reference Stock merges into another company and each share of the Reference Stock
is converted into the right to receive two common shares of the surviving company and a specified amount of cash,
then on each valuation date the closing price of a share of the Reference Stock will be determined to equal the value of
the two common shares of the surviving company plus the specified amount of cash.  The calculation agent will
further determine the common share component of such closing price to reflect any later stock split or other event,
including any later reorganization event, that affects the common shares of the surviving company, to the extent
described in “— Anti-Dilution Adjustments” or as described above in this “— Reorganization Events” section as if the
common shares were the Reference Stock.  In that event, the cash component will not be redetermined but will
continue to be a component of the closing price.

When we refer to “distribution property”, we mean the cash, securities and other property distributed in a reorganization
event in respect of the Reference Stock. If an adjustment resulting from a prior reorganization had occurred, the
“distribution property” will mean the cash, securities and other property distributed in respect of any securities whose
value determines the closing price on a valuation date. In the case of a spin-off, the distribution property also includes
the Reference Stock in respect of which the distribution is made.

If a reorganization event occurs, the distribution property distributed in the event will be substituted for the Reference
Stock as described above.  Consequently, in this product supplement, when we refer to the Reference Stock, we mean
any distribution property that is distributed in a reorganization event in respect of the Reference Stock.  Similarly,
when we refer to the issuer of the Reference Stock, we mean any successor entity in a reorganization event.

Substitution

If the calculation agent determines that a commercially reasonable result is not achieved by valuing distribution
property with respect to the Reference Stock upon becoming subject to a reorganization event, then the calculation
agent will, in its sole discretion, substitute another stock for the Reference Stock.  In such case, the adjustments
described above in “— Valuation of Distribution Property” will not apply.

If the calculation agent so determines, it may choose, in its sole discretion, the stock of a different company listed on a
national securities exchange or quotation system as a substitute for the Reference Stock.  For all purposes, the
substitute stock will be deemed to be a Reference Stock for all purposes under the notes hereof.

The calculation agent will determine, in its sole discretion, the Initial Stock Price, the Trigger Price and the call price
and/or the manner of valuation of the substitute stock.  The calculation agent will have the right to make such
adjustments to the calculation of the individual stock performance as it determines in its sole discretion are necessary
to preserve as nearly as possible our and your relative economic position prior to the reorganization event.

Adjustments Relating to ADSs

The Reference Stock may consist of ADSs of the Underlying Company.  As a result, for purposes of this section, the
calculation agent will consider the effect of any of the relevant events on the holders of the Reference Stock.  For
example, if a holder of the Reference Stock receives an extraordinary dividend, the provisions described in this section
would apply to the Reference Stock. On the other hand, if a spin-off occurs, and the Reference Stock represents both
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the spun-off security as well as the existing Reference Stock, the calculation agent may determine not to effect the
anti-dilution adjustments set forth in this section.  More particularly, the calculation agent may not make an
adjustment (1) if holders of the Reference Stock are not eligible to participate in any of the events that would
otherwise require anti-dilution adjustments as set forth in this section or (2) to the extent that the calculation agent
determines that the Underlying Company or the depositary for the ADSs has adjusted the number of common shares
of the Underlying Company represented by each share of Reference Stock so that the market price of the Reference
Stock would not be affected by the corporate event in question.

PS-21

Edgar Filing: HealthMarkets, Inc. - Form 8-K

17



If the Underlying Company or the depository for the ADSs, in the absence of any of the events described in this
section, elects to adjust the number of common shares of the Underlying Company represented by each share of
Reference Stock, then the calculation agent may make the appropriate anti-dilution adjustments to reflect such change.
The depository for the ADSs may also make adjustments in respect of the ADSs for share distributions, rights
distributions, cash distributions and distributions other than shares, rights, and cash. Upon any such adjustment by the
depository, the calculation agent may adjust such terms and conditions of the notes as the calculation agent determines
appropriate to account for that event.

Other Events and Adjustments

The calculation agent may make such adjustments to the terms of the notes with respect to any of the events described
above, as it deems in its discretion is necessary to ensure an equitable result.

Delisting of ADSs or Termination of ADS Facility

If the Reference Stock is an ADS that is no longer listed or admitted to trading on a U.S. securities exchange
registered under the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act”), or included in the OTC
Bulletin Board Service operated by FINRA, or if the ADS facility between the Underlying Company and the ADS
depositary is terminated for any reason, then, on and after the date that the Reference Stock is no longer so listed or
admitted to trading or the date of such termination, as applicable (the “termination date”), the notes will be deemed to be
linked to the common shares of the Underlying Company, and the calculation agent will determine the payment at
maturity by reference to such common shares.  Under such circumstances, the calculation agent may modify any terms
of the notes as it deems necessary, in its sole discretion, to ensure an equitable result. On and after the termination
date, for all purposes, including the determination of the Final Stock Price, the closing price of the Underlying
Company’s common shares on their primary exchange will be converted to U.S. dollars using such exchange rate as
the calculation agent, in its sole discretion, determines to be commercially reasonable.

Adjustments to an ETF

If a Reference Stock that is an ETF is de-listed from the relevant exchange, liquidated or otherwise terminated, the
calculation agent will substitute an ETF that the calculation agent determines, in its sole discretion, is comparable to
the discontinued fund (such fund being referred to herein as a “successor ETF”). If the ETF (or a successor ETF) is
de-listed, liquidated or otherwise terminated and the calculation agent determines that no successor fund is available,
then the calculation agent will, in its sole discretion, calculate the appropriate closing price of one share of the ETF by
a computation methodology that the calculation agent determines will as closely as reasonably possible replicate the
ETF.  If a successor ETF is selected or the calculation agent calculates the closing price by a computation
methodology that the calculation agent determines will as closely as reasonably possible replicate the ETF, that
successor ETF or closing price will be substituted for the ETF (or such successor ETF) for all purposes of the notes.

If the calculation agent determines that no substitute ETF comparable to the original ETF, or no appropriate
computation methodology exists, then (i) the calculation agent will deem the closing price of the original ETF on the
trading day immediately prior to its delisting, liquidation or other termination to be the closing price of the original
ETF on every remaining trading day to, and including, the final valuation date and (ii) the Cash Delivery Amount will
be paid in lieu of any Physical Delivery Amount that is otherwise required to be delivered pursuant to the applicable
pricing supplement on the maturity date.

The calculation agent also may determine that no adjustment is required under this subsection by the modification of
the method of calculation.
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The calculation agent will be solely responsible for the method of calculating the closing price of one share of the ETF
(or any successor ETF) and of any related determinations and calculations, and its related determinations and
calculations will be conclusive in the absence of manifest error.
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Events of Default

Unless otherwise specified in the applicable pricing supplement, in case an event of default with respect to the notes
shall have occurred and be continuing, the amount declared due and payable on the notes upon any acceleration of the
notes will be determined by the calculation agent and will be an amount in shares of the Reference Stock or cash equal
to the amount payable as described under the caption “— Payment at Maturity,” calculated as if the date of acceleration
were the valuation date or the final valuation date, as applicable, together with accrued and unpaid interest through the
date of acceleration.

If the maturity of the notes is accelerated because of an event of default, we will, or will cause the calculation agent to,
provide written notice to the trustee at its New York office, on which notice the trustee may conclusively rely, and to
the depositary, of the amount due with respect to the notes as promptly as possible and in no event later than two
business days after the date of acceleration.

Role of the Calculation Agent

The calculation agent in its sole discretion will make all determinations in connection with the notes, including the
amount of securities or cash to be delivered at maturity, trading days, postponement of any valuation date and the
adjustments described in the sections “—Anti-dilution Adjustments,” “—Delisting of ADSs or Termination of ADSs or
Termination of ADS Facility” and “—Adjustments to an ETF.”  Absent manifest error, all determinations of the calculation
agent will be final and binding on you and us, without any liability on the part of the calculation agent.

Please note that our subsidiary, BMO Capital Markets Corp., is expected to serve as the calculation agent for the
notes.  We may change the calculation agent for your notes at any time after the date of this product supplement
without notice and BMO Capital Markets Corp. may resign as calculation agent at any time upon 60 days written
notice to us.

Listing

Your notes will not be listed on any securities exchange.
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USE OF PROCEEDS AND HEDGING

We will use the net proceeds we receive from the sale of the notes for the purposes we describe in the accompanying
prospectus and the accompanying prospectus supplement under “Use of Proceeds.” We or our affiliates may also use
those proceeds in transactions intended to hedge our obligations under the notes as described below.

We or our affiliates expect to enter into hedging transactions involving, among other transactions, purchases or sales
of the Reference Stock, or listed or over-the-counter options, futures and other instruments linked to the Reference
Stock.  In addition, from time to time after we issue the notes, we or our affiliates expect to enter into additional
hedging transactions and to unwind those we have entered into in connection with the notes. Consequently, with
regard to your notes, we or our affiliates from time to time expect to acquire or dispose of positions in listed or
over-the-counter options, futures or other instruments linked to the Reference Stock.

We or our affiliates may acquire a long position in securities similar to the notes from time to time and may, in our or
their sole discretion, hold or resell those securities.

 In the future, we or our affiliates expect to close out hedge positions relating to the notes and possibly relating to
other securities or instruments with returns linked to a Reference Stock.  We expect these steps to involve sales of
instruments linked to the Reference Stock on or shortly before the applicable valuation dates. These steps may also
involve transactions of the type contemplated above.  Notwithstanding the above, we are permitted to and may choose
to hedge in any manner not stated above; similarly, we may elect not to enter into any such transactions. Investors will
not have knowledge about our hedging positions.

We have no obligation to engage in any manner of hedging activity and will do so solely at our discretion and for our
own account.  No holder of any notes will have any rights or interest in our hedging activity or any positions we or
any counterparty may take in connection with our hedging activity.
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REFERENCE STOCK ISSUERS

Each Reference Stock will be registered under the Exchange Act.  Companies with securities registered under the
Exchange Act are required to file financial and other information specified by the SEC periodically.  This information
is filed with the SEC and can be inspected and copied by you at the SEC’s Public Reference Room located at 100 F
Street, N.E., Washington, D.C. 20549, at prescribed rates.  The public may obtain information on the operation of the
Public Reference Room by calling the SEC at 1-800-SEC-0330.  In addition, information filed by the Reference Stock
Issuer with the SEC electronically is available to the public over the Internet at the SEC’s website at
http://www.sec.gov.  In addition, information about the Reference Stock Issuer may be obtained from other sources
including, but not limited to, press releases, newspaper articles and other publicly disseminated information.  We
make no representation or warranty as to the accuracy or completeness of any such information.

We will set forth summary information about each Reference Stock Issuer in the applicable pricing supplement, and
will also provide recent historical price information relating to the Reference Stock.  You should not rely on any such
historic information as an indication of the Reference Stock’s future performance.
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SUPPLEMENTAL TAX CONSIDERATIONS

The following is a general description of certain tax considerations relating to the notes. It does not purport to be a
complete analysis of all tax considerations relating to the notes. Prospective purchasers of the notes should consult
their tax advisers as to the consequences under the tax laws of the country of which they are resident for tax purposes
and the tax laws of Canada and the U.S. of acquiring, holding and disposing of the notes and receiving payments of
interest, principal and/or other amounts under the notes. This summary is based upon the law as in effect on the date
of this product supplement and is subject to any change in law that may take effect after such date.

Supplemental Canadian Tax Considerations

In the opinion of Torys LLP, our Canadian federal income tax counsel, the following summary describes the principal
Canadian federal income tax considerations generally applicable to a purchaser who acquires from us as the beneficial
owner the notes offered by this document, and who, at all relevant times, for purposes of the application of the Income
Tax Act (Canada) and the Income Tax Regulations (collectively, the “Tax Act”), (1) is not, and is not deemed to be,
resident in Canada; (2) deals at arm’s length with us and with any transferee resident (or deemed to be resident) in
Canada to whom the purchaser disposes of notes, (3) is not affiliated with us, (4) does not receive any payment of
interest on a note in respect of a debt or other obligation to pay an amount to a person with whom we do not deal at
arm’s length, (5) does not use or hold notes in a business carried on in Canada and (6) is not a “specified shareholder” of
ours as defined in the Tax Act for this purpose or a non-resident person not dealing at arm’s length with such “specified
shareholder” (a “Holder”). Special rules, which are not discussed in this summary, may apply to a non-Canadian holder
that is an insurer that carries on an insurance business in Canada and elsewhere.

This section supersedes and replaces in its entirety the section of the prospectus entitled “Canadian Taxation.”

This summary is based on the current provisions of the Tax Act and on counsel’s understanding of the current
administrative policies and assessing practices of the Canada Revenue Agency published in writing prior to the date
hereof. This summary takes into account all specific proposals to amend the Tax Act publicly announced by or on
behalf of the Minister of Finance (Canada) prior to the date of this document (the “Proposed Amendments”) and
assumes that all Proposed Amendments will be enacted in the form proposed. However, no assurances can be given
that the Proposed Amendments will be enacted as proposed, or at all. This summary does not otherwise take into
account or anticipate any changes in law or administrative policy or assessing practice whether by legislative,
administrative or judicial action nor does it take into account tax legislation or considerations of any province,
territory or foreign jurisdiction, which may differ from those discussed herein.

Canadian federal income tax considerations applicable to the notes may be described more particularly when such
notes are offered (and then only to the extent material) in a pricing supplement related thereto if they are not addressed
by the comments following and, in that event, the following will be superseded thereby to the extent indicated in that
pricing supplement. These Canadian federal income tax considerations may also be supplemented, amended and/or
replaced in a pricing supplement.

This summary is of a general nature only and is not, and is not intended to be, legal or tax advice to any particular
holder. This summary is not exhaustive of all Canadian federal income tax considerations. Accordingly, prospective
purchasers of the notes should consult their own tax advisors having regard to their own particular circumstances.

Interest paid or credited or deemed to be paid or credited by us on a note (including amounts on account of, or in lieu
of, or in satisfaction of interest) to a Holder will not be subject to Canadian non-resident withholding tax, unless any
portion of such interest (other than on a “prescribed obligation,” as defined in the Tax Act for this purpose) is contingent
or dependent on the use of or production from property in Canada or is computed by reference to revenue, profit, cash
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flow, commodity price or any other similar criterion or by reference to dividends paid or payable to shareholders of
any class or series of shares of the capital stock of a corporation.  The administrative policy of the Canada Revenue
Agency is that interest paid on a debt obligation is not subject to withholding tax unless, in general, it is reasonable to
consider that there is a material connection between the index or formula to which any amount payable under the debt
obligation is calculated and the profits of the issuer. With respect to any interest on a note, or any portion of the
principal amount of a note in excess of the issue price, such interest or principal, as the case may be, paid or credited
to a Holder should not be subject to Canadian non-resident withholding tax, unless otherwise specified in the
applicable pricing supplement.

PS-26
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In the event that a note, interest on which is not exempt from Canadian non-resident withholding tax (other than a note
which is an “excluded obligation,” as defined in the Tax Act for this purpose) is redeemed, cancelled, repurchased or
purchased by us or any other person resident or deemed to be resident in Canada from a Holder or is otherwise
assigned or transferred by a Holder to a person resident or deemed to be resident in Canada for an amount which
exceeds, generally, the issue price thereof, or in certain cases, the price for which such note was assigned or
transferred to the Holder by a person resident or deemed resident in Canada, the excess may be deemed to be interest
and may, together with any interest that has accrued on the note to that time, be subject to Canadian non-resident
withholding tax.

Generally, there are no other taxes on income (including taxable capital gains) payable by a Holder on interest,
discount, or premium in respect of a note or on the proceeds received by a Holder on the disposition of a note
(including redemption, cancellation, purchase or repurchase).

Supplemental U.S. Federal Income Tax Considerations

The following is a general description of the material U.S. tax considerations relating to the notes. It does not purport
to be a complete analysis of all tax considerations relating to the notes. Prospective purchasers of the notes should
consult their tax advisors as to the consequences under the tax laws of the country of which they are resident for tax
purposes and the tax laws of Canada and the U.S. of acquiring, holding and disposing of the notes and receiving
payments under the notes. This summary is based upon the law as in effect on the date of this product supplement and
is subject to any change in law that may take effect after such date.

The following disclosure—including the opinion of Morrison & Foerster LLP—has been prepared without regard to any
particular note that you may purchase in the future and, therefore, is provided solely as a matter of general
information.  You should not rely upon the following disclosure (including the opinion of Morrison & Foerster LLP),
or the disclosure under “United States Federal Income Taxation” in the prospectus or “Certain Income Tax
Consequences—United States Federal Income Taxation” in the prospectus supplement, with regard to an investment in
any particular note because this disclosure (including the opinion of Morrison & Foerster LLP) does not take into
account the terms of any particular note or the tax consequences of investing in or holding any particular note unless
the pricing supplement applicable to your notes indicates that you may rely on the following disclosure and expressly
states that you may rely on the opinion of Morrison & Foerster LLP.  Any note that you purchase may have terms that
would result in a tax treatment that is significantly different from the treatment described below. For example, the
discussion below assumes that an investor in the notes will be subject to a significant risk that it will lose a significant
amount of its investment in the notes.  If an investor in the notes is not subject to a significant risk that it will lose a
significant amount of its investment in the notes, the tax treatment of that note may differ substantially from that
described in the discussion below.  There may be other features or terms of the notes that will cause this tax section to
be inapplicable to the notes. Consequently, any tax disclosure relevant to any note you may purchase will be set forth
only in the pricing supplement relating to your note, and, unless the pricing supplement indicates otherwise, you
should not rely on the tax disclosure below or in the prospectus supplement or prospectus in deciding whether to
invest in any note. Moreover, in all cases, you should consult with your own tax advisor concerning the consequences
of investing in and holding any particular note you propose to purchase.

 The following section supplements the discussion of U.S. federal income taxation in the accompanying prospectus
and prospectus supplement with respect to United States holders (as defined in the accompanying prospectus). It
applies only to those holders who are not excluded from the discussion of U.S. federal income taxation in the
accompanying prospectus. Unless otherwise specified in the applicable pricing supplement, Bank of Montreal intends
to treat interest with respect to the notes as U.S. source income for U.S. federal income tax purposes.
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You should consult your tax advisor concerning the U.S. federal income tax and other tax consequences of your
investment in the notes in your particular circumstances, including the application of state, local or other tax laws and
the possible effects of changes in federal or other tax laws.
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NO STATUTORY, JUDICIAL OR ADMINISTRATIVE AUTHORITY DIRECTLY DISCUSSES HOW THE
NOTES SHOULD BE TREATED FOR U.S. FEDERAL INCOME TAX PURPOSES. AS A RESULT, THE U.S.
FEDERAL INCOME TAX CONSEQUENCES OF AN INVESTMENT IN THE NOTES ARE UNCERTAIN.
BECAUSE OF THE UNCERTAINTY, YOU SHOULD CONSULT YOUR TAX ADVISOR IN DETERMINING
THE U.S. FEDERAL INCOME TAX AND OTHER TAX CONSEQUENCES OF YOUR INVESTMENT IN THE
NOTES, INCLUDING THE APPLICATION OF STATE, LOCAL OR OTHER TAX LAWS AND THE POSSIBLE
EFFECTS OF CHANGES IN FEDERAL OR OTHER TAX LAWS.

We will not attempt to ascertain whether the Reference Stock Issuer or any of the entities whose stock is owned by
any Reference Stock Issuer that is an exchange traded fund would be treated as a “passive foreign investment company”
within the meaning of Section 1297 of the Code or a “U.S. real property holding corporation” within the meaning of
Section 897 of the Code. If the Reference Stock Issuer or any of the entities whose stock is owned by any Reference
Stock Issuer that is an exchange traded fund were so treated, certain adverse U.S. federal income tax consequences
could possibly apply. You should refer to any available information filed with the SEC by the Reference Stock Issuer
or any of the entities whose stock is owned by any Reference Stock Issuer that is an exchange traded fund and consult
your tax advisor regarding the possible consequences to you in this regard.

In the opinion of our counsel, Morrison & Foerster LLP, it would generally be reasonable to treat a note with terms
described in this product supplement as a pre-paid cash-settled income-bearing derivative contract linked to the
Reference Stock for U.S. federal income tax purposes, and the terms of the notes require a holder and us (in the
absence of a change in law or an administrative or judicial ruling to the contrary) to treat the notes for all tax purposes
in accordance with such characterization. Although the U.S. federal income tax treatment of the interest is uncertain,
we intend to take the position, and the following discussion assumes, that such interest (including any interest paid on
or with respect to the maturity date) constitutes taxable ordinary income to a United States holder at the time received
or accrued in accordance with the holder’s regular method of accounting. If the notes are so treated, subject to the
discussion below concerning the potential application of the “constructive ownership” rules under Section 1260 of the
Code, a United States holder should generally recognize capital gain or loss upon the sale or maturity of the notes in
an amount equal to the difference between the cash amount a holder receives at such time (other than amounts
properly attributable to any interest, which would be taxed, as described above, as ordinary income) and the holder’s
tax basis in the notes.  In general, a United States holder’s tax basis in the notes will be equal to the price the holder
paid for the notes.  Capital gain recognized by an individual United States holder is generally taxed at preferential
rates where the property is held for more than one year and is generally taxed at ordinary income rates where the
property is held for one year or less.  The deductibility of capital losses is subject to limitations. The holding period
for notes of a United States holder who acquires the notes upon issuance will generally begin on the date after the
issue date (i.e., the settlement date) of the notes.  If the notes are held by the same United States holder until maturity,
that holder’s holding period will generally include the maturity date.  It is possible that the Internal Revenue Service
could assert that a United States holder’s holding period in respect of the notes should end on the date on which the
amount the holder is entitled to receive upon the maturity of the notes is determined, even though the holder will not
receive any amounts from us in respect of the notes prior to the maturity of the notes. In such case, a United States
holder may be treated as having a holding period in respect of the notes that is one year or less even if the holder
receives cash upon maturity of the notes at a time that is more than one year after the beginning of its holding period.

If the notes are settled by physical delivery of a number of shares of the Reference Stock at maturity, although no
assurances can be provided in this regard, a United States holder may generally expect not to recognize gain or loss
upon maturity and any cash payment of accrued and unpaid interest would be taxed as ordinary income (as described
above). However, a United States holder would generally be required to recognize gain or loss, if any, with respect to
any cash received in lieu of fractional shares, equal to the difference between the cash received and the pro rata
portion of the tax basis allocable to those fractional shares. Any such gain or loss would be treated as capital gain or
loss. A United States holder’s tax basis in the shares of Reference Stock delivered would generally equal its tax basis in
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the notes. A United States holder’s holding period for the shares of Reference Stock delivered would begin on the day
after the shares of Reference Stock is received. If a United States holder receives cash instead of shares of Reference
Stock upon maturity, such United States holder will generally be taxed in the same manner as described in the
preceding paragraph.
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Potential Application of Section 1260 of the Code

If the Reference Stock is the type of financial asset described under Section 1260 of the Code (including, among
others, any equity interest in pass-thru entities such as ETFs, regulated investment companies, real estate investment
trusts, partnerships, and passive foreign investment companies, each a “Section 1260 Financial Asset”), while the matter
is not entirely clear, unless otherwise specified in the applicable pricing supplement, there exists a substantial risk that
an investment in a note is, in whole or in part, a “constructive ownership transaction” to which Section 1260 of the Code
applies.  If Section 1260 of the Code applies, all or a portion of any long-term capital gain recognized by a United
States holder in respect of a note will be recharacterized as ordinary income (the “Excess Gain”).  In addition, an interest
charge will also apply to any deemed underpayment of tax in respect of any Excess Gain to the extent such gain would
have resulted in gross income inclusion for the United States holder in taxable years prior to the taxable year of the
sale, exchange, or settlement (assuming such income accrued at a constant rate equal to the applicable federal rate as
of the date of sale, exchange, or settlement).

If an investment in a note is treated as a constructive ownership transaction, it is not clear to what extent any
long-term capital gain of a United States holder in respect of the note will be recharacterized as ordinary income.  It is
possible, for example, that the amount of the Excess Gain (if any) that would be recharacterized as ordinary income in
respect of the note will equal the excess of (i) any long-term capital gain recognized by the United States holder in
respect of the note and attributable to Section 1260 Financial Assets, over (ii) the “net underlying long-term capital
gain” (as defined in Section 1260 of the Code) such United States holder would have had if such United States holder
had acquired an amount of the corresponding Section 1260 Financial Assets at fair market value on the original issue
date for an amount equal to the portion of the issue price of the note attributable to the corresponding Section 1260
Financial Assets and sold such amount of Section 1260 Financial Assets upon the date of sale, exchange, or settlement
of the note at fair market value (and appropriately taking into account any leveraged upside exposure).  To the extent
any gain is treated as long-term capital gain after application of the recharacterization rules of Section 1260 of the
Code, such gain would be subject to U.S. federal income tax at the rates that would have been applicable to the net
underlying long-term capital gain.  United States holders should consult their tax advisors regarding the potential
application of Section 1260 of the Code to an investment in the note.

Under Section 1260 of the Code, there is a presumption that the net underlying long-term capital gain is zero (with the
result that the recharacterization and interest charge described above would apply to all of the gain from the notes that
otherwise would have been long-term capital gain), unless the contrary is demonstrated by clear and convincing
evidence. Holders will be responsible for obtaining information necessary to determine the net underlying long-term
capital gain with respect to the corresponding Section 1260 Financial Assets, as we do not intend to supply holders
with such information.  Holders should consult with their tax advisor regarding the application of the constructive
ownership transaction to their notes and the calculations necessary to comply with Section 1260 of the Code.

Alternative Treatments

Alternative tax treatments of the notes are also possible and the Internal Revenue Service might assert that a treatment
other than that described above is more appropriate.  For example, it would be possible to treat the notes, and the
Internal Revenue Service might assert that the notes should be treated, as a single debt instrument.  If the notes have a
term that exceeds one year, such a debt instrument would be subject to the special tax rules governing contingent
payment debt instruments.  If the notes are so treated, a United States holder would generally be required to accrue
interest currently over the term of the notes irrespective of the amount of interest paid on the notes.  In addition, any
gain a United States holder might recognize upon the sale or maturity of the notes would be ordinary income and any
loss recognized by a holder at such time would be ordinary loss to the extent of interest that same holder included in
income in the current or previous taxable years in respect of the notes, and thereafter, would be capital loss.  If the
notes are treated as a single debt instrument that has a term of no more than one year, the notes would be treated as a
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single short-term debt instrument, which would be treated as described under “United States Federal Income
Taxation—Tax consequences to holders of our debt securities—Original Issue Discount—Short-Term Debt Securities” in the
accompanying prospectus.

Because of the absence of authority regarding the appropriate tax characterization of the notes, it is also possible that
the Internal Revenue Service could seek to characterize the notes in a manner that results in other tax consequences
that are different from those described above.  For example, the Internal Revenue Service could possibly assert that
any gain or loss that a holder may recognize upon the sale or maturity of the notes should be treated as ordinary gain
or loss.
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The Internal Revenue Service has released a notice that may affect the taxation of holders of the notes.  According to
the notice, the Internal Revenue Service and the Treasury Department are actively considering whether the holder of
an instrument such as the notes should be required to accrue ordinary income on a current basis irrespective of any
interest, and they sought taxpayer comments on the subject.  It is not possible to determine what guidance they will
ultimately issue, if any.  It is possible, however, that under such guidance, holders of the notes will ultimately be
required to accrue income currently irrespective of any interest and this could be applied on a retroactive basis.  The
Internal Revenue Service and the Treasury Department are also considering other relevant issues, including whether
additional gain or loss from such instruments should be treated as ordinary or capital and whether the special
“constructive ownership rules” of Section 1260 of the Code might be applied to such instruments.  Holders are urged to
consult their tax advisors concerning the significance, and the potential impact, of the above considerations.  Unless
stated otherwise in the relevant pricing supplement, we intend to treat the notes for U.S. federal income tax purposes
in accordance with the treatment described in this product supplement unless and until such time as the Treasury
Department and Internal Revenue Service determine that some other treatment is more appropriate.

Backup Withholding and Information Reporting

Please see the discussion under “United States Federal Income Taxation—Backup Withholding and Information
Reporting” in the accompanying prospectus for a description of the applicability of the backup withholding and
information reporting rules to payments made on your notes.

Non-United States Holders

The following discussion applies to non-United States holders of the notes. A non-United States holder is a beneficial
owner of a note that, for U.S. federal income tax purposes, is a non-resident alien individual, a foreign corporation, or
a foreign estate or trust.

While the U.S. federal income tax treatment of the notes (including proper characterization of the interest for U.S.
federal income tax purposes) is uncertain, U.S. federal income tax at a 30% rate (or at a lower rate under an applicable
income tax treaty) will be withheld in respect of the interest paid to a non-United States holder unless such payments
are effectively connected with the conduct by the non-United States holder of a trade or business in the U.S. (in which
case, to avoid withholding, the non-United States holder will be required to provide a Form W-8ECI). We will not pay
any additional amounts in respect of such withholding. To claim benefits under an income tax treaty, a non-United
States holder must obtain a taxpayer identification number and certify as to its eligibility under the appropriate treaty’s
limitations on benefits article, if applicable (which certification may generally be made on a Form W-8BEN or
W-8BEN-E, or a substitute or successor form).  In addition, special rules may apply to claims for treaty benefits made
by corporate non-United States holders.  A non-United States holder that is eligible for a reduced rate of U.S. federal
withholding tax pursuant to an income tax treaty may obtain a refund of any excess amounts withheld by filing an
appropriate claim for refund with the Internal Revenue Service.  The availability of a lower rate of withholding or an
exemption from withholding under an applicable income tax treaty will depend on the proper characterization of the
interest under U.S. federal income tax laws and whether such treaty rate or exemption applies to such payments.  No
assurance can be provided on the proper characterization of the interest for U.S. federal income tax purposes and,
accordingly, no assurance can be provided on the availability of benefits under any income tax treaty.  Non-United
States holders must consult their tax advisors in this regard.

Except as discussed below, a non-United States holder will generally not be subject to U.S. federal income or
withholding tax on any gain (not including for the avoidance of doubt any amounts properly attributable to any
interest which would be subject to the rules discussed in the previous paragraph) upon the sale or maturity of the
notes, provided that (i) the holder complies with any applicable certification requirements (which certification may
generally be made on a Form W-8BEN or W-8BEN-E, or a substitute or successor form), (ii) the payment is not
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effectively connected with the conduct by the holder of a U.S. trade or business, and (iii) if the holder is a non-resident
alien individual, such holder is not present in the U.S. for 183 days or more during the taxable year of the sale or
maturity of the notes.  In the case of (ii) above, the holder generally would be subject to U.S. federal income tax with
respect to any income or gain in the same manner as if the holder were a United States holder and, in the case of a
holder that is a corporation, the holder may also be subject to a branch profits tax equal to 30% (or such lower rate
provided by an applicable U.S. income tax treaty) of a portion of its earnings and profits for the taxable year that are
effectively connected with its conduct of a trade or business in the U.S., subject to certain adjustments. Payments
made to a non-United States holder may be subject to information reporting and to backup withholding unless the
holder complies with applicable certification and identification requirements as to its foreign status.
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 A “dividend equivalent” payment is treated as a dividend from sources within the U.S. and such payments generally
would be subject to a 30% U.S. withholding tax if paid to a non-United States holder.  Under Treasury Department
regulations, payments (including deemed payments) that are contingent upon or determined by reference to actual or
estimated U.S. source dividends with respect to certain equity-linked instruments, whether explicitly stated or
implicitly taken into account in computing one or more of the terms of such instruments, may be treated as dividend
equivalents. However, withholding on “dividend equivalent” payments, if any, will not apply to notes issued before
January 1, 2016. If any payments are treated as dividend equivalents subject to withholding, we (or the applicable
paying agent) would be entitled to withhold taxes without being required to pay any additional amounts with respect
to amounts so withheld.

As discussed above, alternative characterizations of the notes for U.S. federal income tax purposes are
possible.  Should an alternative characterization, by reason of change or clarification of the law, by regulation or
otherwise, cause payments as to the notes to become subject to withholding tax in addition to the withholding tax
described above, we will withhold tax at the applicable statutory rate. The Internal Revenue Service has also indicated
that it is considering whether income in respect of instruments such as the notes should be subject to withholding tax.
Prospective investors should consult their own tax advisors in this regard.

Foreign Account Tax Compliance Act

The Foreign Account Tax Compliance Act imposes a 30% U.S. withholding tax on certain U.S. source payments,
including interest (and OID), dividends, other fixed or determinable annual or periodical gain, profits, and income,
and on the gross proceeds from a disposition of property of a type which can produce U.S. source interest or dividends
(“Withholdable Payments”), if paid to a foreign financial institution (including amounts paid to a foreign financial
institution on behalf of a holder), unless such institution enters into an agreement with the Treasury Department to
collect and provide to the Treasury Department substantial information regarding U.S. account holders, including
certain account holders that are foreign entities with U.S. owners, with such institution. The legislation also generally
imposes a withholding tax of 30% on Withholdable Payments made to a non-financial foreign entity unless such entity
provides the withholding agent with a certification that it does not have any substantial U.S. owners or a certification
identifying the direct and indirect substantial U.S. owners of the entity.

The U.S. Treasury Department and the IRS have announced that withholding on payments of gross proceeds from a
sale or redemption of the notes will only apply to payments made after December 31, 2018. If we (or an applicable
withholding agent) determine withholding is appropriate with respect to the notes, we (or such agent) will withhold
tax at the applicable statutory rate, and we will not pay any additional amounts in respect of such withholding.
Account holders subject to information reporting requirements pursuant to the Foreign Account Tax Compliance Act
may include holders of the notes.  Foreign financial institutions and non-financial foreign entities located in
jurisdictions that have an intergovernmental agreement with the United States governing the Foreign Account Tax
Compliance Act may be subject to different rules. Holders are urged to consult with their own tax advisors regarding
the possible implications of this legislation on their investment in the notes.
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EMPLOYEE RETIREMENT INCOME SECURITY ACT

A fiduciary of a pension, profit-sharing or other employee benefit plan subject to the U.S. Employee Retirement
Income Security Act of 1974, as amended (“ERISA”) (each, a “Plan”), should consider the fiduciary standards of ERISA
in the context of the Plan’s particular circumstances before authorizing an investment in the notes. Among other
factors, the fiduciary should consider whether the investment would satisfy the prudence and diversification
requirements of ERISA and would be consistent with the documents and instruments governing the Plan, and whether
the investment would involve a prohibited transaction under ERISA or the Code.

Section 406 of ERISA and Section 4975 of the Code prohibit Plans, as well as individual retirement accounts, Keogh
plans any other plans that are subject to Section 4975 of the Code (also “Plans”), from engaging in certain transactions
involving “plan assets” with persons who are “parties in interest” under ERISA or “disqualified persons” under the Code
with respect to the Plan. A violation of these prohibited transaction rules may result in excise tax or other liabilities
under ERISA or the Code for those persons, unless exemptive relief is available under an applicable statutory,
regulatory or administrative exemption. Employee benefit plans that are governmental plans (as defined in Section
3(32) of ERISA), certain church plans (as defined in Section 3(33) of ERISA) and non-U.S. plans (as described in
Section 4(b)(4) of ERISA) (“Non-ERISA Arrangements”) are not subject to the requirements of Section 406 of ERISA
or Section 4975 of the Code but may be subject to similar provisions under applicable federal, state, local, non-U.S.,
or other laws (“Similar Laws”).

The acquisition of notes by a Plan or any entity whose underlying assets include “plan assets” by reason of any Plan’s
investment in the entity (a “Plan Asset Entity”) with respect to which we or certain of our affiliates is or becomes a party
in interest or disqualified person may result in a prohibited transaction under ERISA or Section 4975 of the Code,
unless the notes are acquired pursuant to an applicable exemption. The U.S. Department of Labor has issued five
prohibited transaction class exemptions, or “PTCEs”, that may provide exemptive relief if required for direct or indirect
prohibited transactions that may arise from the purchase or holding of notes. These exemptions are PTCE 84-14 (for
certain transactions determined by independent qualified professional asset managers), PTCE 90-1 (for certain
transactions involving insurance company pooled separate accounts), PTCE 91-38 (for certain transactions involving
bank collective investment funds), PTCE 95-60 (for transactions involving certain insurance company general
accounts), and PTCE 96-23 (for transactions managed by in-house asset managers). In addition, ERISA Section
408(b)(17) and Section 4975(d)(20) of the Code provide an exemption for the purchase and sale of securities offered
hereby, provided that neither the issuer of notes offered hereby nor any of its affiliates have or exercise any
discretionary authority or control or render any investment advice with respect to the assets of any Plan involved in
the transaction, and provided further that the Plan pays no more and receives no less than “adequate consideration” in
connection with the transaction (the “Service Provider Exemption”). Any Plan fiduciary relying on the Service Provider
Exemption and purchasing the notes on behalf of a Plan must initially make a determination that (x) the Plan is paying
no more than, and is receiving no less than, “adequate consideration” in connection with the transaction and (y) neither
we nor any of our affiliates directly or indirectly exercises any discretionary authority or control or renders investment
advice with respect to the assets of the Plan which such fiduciary is using to purchase, both of which are necessary
preconditions to reliance on the Service Provider Exemption. If we or any of our affiliates provides fiduciary
investment management services with respect to a Plan’s acquisition of the notes, the Service Provider Exemption may
not be available, and in that case, other exemptive relief would be required as precondition for purchasing the notes.
Any Plan fiduciary considering reliance on the Service Provider Exemption is encouraged to consult with counsel
regarding the availability of the exemption. There can be no assurance that any of the foregoing exemptions will be
available with respect to any particular transaction involving the notes, or that, if an exemption is available, it will
cover all aspects of any particular transaction.

Because we or our affiliates may be considered to be a party in interest with respect to many Plans, the notes may not
be purchased, held or disposed of by any Plan, unless such purchase, holding or disposition is eligible for exemptive
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relief, including relief available under PTCE 96-23, 95-60, 91-38, 90-1, or 84-14 or the Service Provider Exemption,
or such purchase, holding or disposition is not otherwise prohibited. Except as otherwise set forth in any applicable
pricing supplement, by its purchase of any notes, each purchaser (whether in the case of the initial purchase or in the
case of a subsequent transferee) will be deemed to have represented and agreed by its purchase and holding of the
notes offered hereby that either (i) it is not and for so long as it holds a note,  it will not be a Plan, a Plan Asset Entity,
or a Non-ERISA Arrangement, or (ii) its purchase and holding of the notes will not constitute or result in a
non-exempt prohibited transaction under Section 406 of ERISA or Section 4975 of the Code or, in the case of such a
Non-ERISA Arrangement, under any Similar Laws.
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In addition, any purchaser that is a Plan or a Plan Asset Entity or that is acquiring the notes on behalf of a Plan or a
Plan Asset Entity, including any fiduciary purchasing on behalf of a Plan or Plan Asset entity, will be deemed to have
represented, in its corporate and its fiduciary capacity, by its purchase and holding of the notes that (a) neither we nor
any of our respective affiliates or agents are a “fiduciary” (under Section 3(21) of ERISA, or under any final or proposed
regulations thereunder, or with respect to a non-ERISA Arrangement under any Similar Laws with respect to the
acquisition, holding or disposition of the notes, or as a result of any exercise by us or our affiliates or agents of any
rights in connection with the notes, (b) no advice provided by us or any of our affiliates or agents has formed a
primary basis for any investment decision by or on behalf of such purchaser in connection with the notes and the
transactions contemplated with respect to the notes, and (c) such purchaser recognizes and agrees that any
communication from us or any of our affiliates or agents to the purchaser with respect to the notes is not intended by
us or any of our affiliates or agents to be impartial investment advice and is rendered in our or our affiliates’ or agents’
capacity as a seller of such notes and not a fiduciary to such purchaser.

Due to the complexity of these rules and the penalties that may be imposed upon persons involved in non-exempt
prohibited transactions, it is important that fiduciaries or other persons considering purchasing notes on behalf of or
with the assets of any Plan, a Plan Asset Entity or Non-ERISA Arrangement consult with their counsel regarding the
availability of exemptive relief under any of the PTCEs listed above, the Service Provider Exemption or the potential
consequences of any purchase or holding under Similar Laws, as applicable. Purchasers of notes have exclusive
responsibility for ensuring that their purchase and holding of notes do not violate the fiduciary or prohibited
transaction rules of ERISA or the Code or any similar provisions of Similar Laws. The sale of any notes to a Plan,
Plan Asset Entity or Non-ERISA Arrangement is in no respect a representation by us or any of our affiliates or
representatives that such an investment meets all relevant legal requirements with respect to investments by any such
Plans, Plan Asset Entities or Non-ERISA Arrangements generally or any particular Plan, Plan Asset Entity or
Non-ERISA Arrangement or that such investment is appropriate for such Plans, Plan Asset Entities or Non-ERISA
Arrangements generally or any particular Plan, Plan Asset Entity or Non-ERISA Arrangement.
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SUPPLEMENTAL PLAN OF DISTRIBUTION

With respect to each note to be issued, we will agree to sell to BMO Capital Markets Corp., and BMO Capital
Markets Corp. will agree to purchase from us, the principal amount of the note specified, at the price specified in the
applicable pricing supplement, less the indicated underwriting commission. BMO Capital Markets Corp. may also
resell the notes to other brokers or dealers in connection with any offering. BMO Capital Markets Corp. or another of
our affiliates may repurchase and resell outstanding notes in market-making transactions, with resales being made at
prices related to prevailing market prices at the time of resale or at negotiated prices.  For more information about the
plan of distribution, the distribution agreement and possible market-making activities see “Supplemental Plan of
Distribution” in the accompanying prospectus supplement.
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