accompanying prosgeetus is not an offer to sell these securities, and it is not soliciting an offer to buy these securities in any jurisdiction where the offer or

The information in this preliminary prospectus supplement is not complete and may be changed. This preliminary prospectus supplement and the

sale is not permitte

SUBJECT TO COMPLETION, DATED JULY 27, 2015
FROSPECTUS SUPFPLEMENT

(Ta Prospectus dated December 15, 2014)
chi1rles SCHWAB
The Charles Schwab Corporation

Depositary Shares, Each Representing a 1/40th Interest in a
Share of % Non-Cumulative Perpetual Preferred Stock, Series C

We are offering depaositary shares, each representing a 1/40th ownership interest in 2 shareof % Non-
Cumulative Pe rpetu,a] Preferred Stocl, Series &, $0.01 par value, with 2 liquidat:i-:m preference of 1,000 per share
(equivalent to $25 per depositary share)(the “Series C Preferred Stock”). The depositary shares are represented by
depositary receipts. As a holder of depositary shares, you will be entitled to all proportional rights and preferences of
the Series C Preferred Stock {including dividend, woting, redemptien and ]iqui.d,atien rightsj. You must exercise such
rights through the depositary.

We will pay dividends on the Series C Preferred Stock, when, as, and if declared by our board of directors or a duly
authorized committee of our board of directors. Dividends will accrue on a non-cumulative basis and be payable from
the date of initiz] issuance, at a rate of per annum, payable guarterly, in arrears, on March 1, June 1, September 1
and December 1 of each year, beginning on December 1, 2015,
Dividends on the Series C Preferred Stock will not be cumulative. If our board of directors or a duly authorized
committee of our board of directors does not declare a dividend on the Series C Preferred Stock in respect of a dividend
pericd, then no dividend shall be deemed to have accrued for such dividend period, be payzble on the applicable
dividend payment date, or be cumulative, and we will have no obligation to pay any dividend for that dividend period to
the haolder of Series C Preferred Stock, including the depositary, and no related distribution will be made on the
depositary shares, whether or not our board of directors or a duly authorized committee of our board of directors
declares a dividend on the Series C Preferred Stock for any future dividend period.
We may redeem the Series C Preferred Stock at our option:
in whaole or in part, from time to time, on any dividend payment date on or after , 2020 at a redemption
price equal to $1,000 per share {equivalent to $25 per depositary share), plus any declared and unpaid dividends,
without accumulation of any undeclared dividends: ar
in whole but not in part, at any time within 90 days following a regulatory capital treatment event {as defined herein),
at a redemption price equal to $1,000 per share (equivalent to $25 per depositary share), plus any declared and
unpaid dividends, without accumulation of any undeclared dividends.
The Series C Preferred Stock will not have any voting rights, except as set forth under “Description of Series C Preferred
Stock — Vating Rights" on page 5-20.
The depositary shares will not be insured by the Federal Deposit Insurance Corporation or any other governmental
agency or instrumentality. The depositary shares will not be savings accounts, deposits or other obligations of any bank.
The depositary shares are a new issue of securities with no established trading market. We intend to apply to list the
depositary shares on the Mew York Stock Exchange ("NYSE") under the symbol "SCHW PrC". If the application is
approved, we expect trading of the depositary shares on the WYSE to begin within the 30-day pericd after the initial
delivery of the depositary shares.

Investing in the depositary shares involves risks. See “Risk Factors” beginning on page S-13.
Heither the Securities and Exchange Commission (“SEC™) nor any state securities commission has approved or
dia-ﬂppmd U{"‘JJE d.EPMitB.rF shrEIEB or P“HE& upu:l:l.ﬂ:l.E EquuEf'_‘f or accuracy Bffjliﬂ PIBS'FE'E"].[H Eup‘p]l!l:n.l!l:lt or
the accompanying prospectus. Any representation to the contrary is a criminal offense.

Per Depositary Share Total
Public offering pricet® 5 5
Underwriting discounts and commissions® L ]
Proceeds, before expenses™ 5 5
1) The public offering price does not include dividends, if any, that may be declared. Dividends, if declared, will accrue
from the date of initial issuance, which is exp-ected to be , 2015,
2 Reflects depositary shares sold to institutional investors, for which the underwriters received an underwriting
discount of § per share, and depositary shares sold to retail investors, for which the underwriters received an
underwriting discount of § per shara.

@ Assumes no exercize of the underwriters’ over-allotment option described balow.

We have granted the underwriters the right to purchase up to an additional depositary shares at the public
offering price, less underwriting discounts and commissions, within 30 days from the date of this prospectus
supplement to cover over-zllotments, i any.

The underwriters expect to deliver the depositany shares to purchasers in book-entry form through the facilities of The
Depository Trust Company ("DTC") and its direct participants, including Euroclear Bank 3 .Fl./h, as operator of the
Euroeclear System (“Euroclear”) and Clearstream Banking, a soctéte anonyme ("Clearstream™) on or shout , 2015,

Joint Book-Running Managers

BofA Merrill Lynch Morgan Stanley UBS Investment Bank Wells Fargo Securities
, 2015
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We have not authorized anyone to provide any information other than that contained or incorporated
by reference in this prospectus supplement or the accompanying prospectus. We take no responsibility far,
and can provide no assurance as to the reliability of, any other information that others may give you.

We are not, and the underwriters are not, offering to sell the deposzitary shares, and are not seeking
offers to buy the depositary shares, in any jurisdiction where offers and sales are not permitted. The
distribution of this prospectus supplement and the accompanying prospectus and the offering of the
depositary shares in certain jurisdictions may be restricted by law. Persons cutside the United States who
come into pozsession of thiz prespectus supplement and the accompanying prospectus must inform
themselves about and observe any restrictions relating to the offering of the depositary shares and the
distribution of this prospectus supplement and the accompanyving prospectus outside the United States.
This progpectus supplement and the accompanying prospectus do not constitute, and may not be used in
connection with, an offer or solicitation by anyone in any jurisdiction in which such offer or solicitation is
not authorized or in which the person malking such offer or solicitation is net qualified 1o do so or to any
perzon to whom it is unlawful to make such offer or zolicitation.
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ABOUT THIS PROSPECTUS SUPPLEMENT

This prospectus supplement and the accompanying prospectus are part of a registration statement that
we filed with the Securities and Exchange Commission, or SEC, utilizing a “shelf” registration process. In
this prospectus supplement, we provide vou with specific informarion about the depositary shares that we
are selling in this offering, the Series C Freferred Stock represented by the depositary shares, and about the
offering itself. Both this prospectus supplement and the accompanying prospectus include or incorporate
by reference important information about us, our depositary shares, our Series C Preferred Stock and other
information you should know before investing in our depositary shares. This prospectus supplement also
adds, updates and changes information contained or incorporated by reference in the accompanying
prospectus. To the extent that any statement that we make in this prozpectus supplement is inconsistent
with the statements made in the accompanying prozpectus, the statements made in the accompanying
prospectus are deemed modified or superseded by the statements made in thiz prospectus supplement. ¥ou
should read both this prospectus supplement and the accompanying prospectus as well as additional
information described in “Where you can find more information” before investing in our depositary shares,

References in this prospectus supplement to “we,” “us,” “our” and “C5C" mean The Charles Schwab
Corporation. References in this prospectus supplement to the “Company” means CSC and its majority-
owned subsidiaries.

Unless otherwise specifically indicated, all information in this prospectus supplement assumes the
underwriters’ option to purchase additional depositary shares is not exercised.

Currency amounts in this prospectus supplement and the accompanying prospectus are stated in U.S.
dellars.

The representations, warranties and covenants made by CSC in any agreement that iz filed as an
exhibit 1o any document that is incorporated by reference in this prospectus supplement and the
accompanying progpectus were made zolely for the benefit of the parties to such agreement, including, in
some cases, for the purpose of allocating risk among the parties to such agreements, and should not be
deemed to be a representation, warranty or covenant to vou. Moreover, such representations, warranties or
covenants were accurate only az of the date when made. Accordingly, such representations, warranties and
covenants should not be relied on az accurately representing the current state of CS8C'z affairs. You should
azsume that the information eontained or incorporated by reference in this prospectus supplement and any
document incorporated by reference horein and in the accompanying progpectus iz accurate only as of their
respective datez. Our business, financial condition, results of operations and prospects may have changed
since those dates.

WHERE YOU CAN FIND MORE INFORMATION

C5C files annual, quarterly and current reports, proxy statements and other information with the SEC.
C8(C's SEC filings are available to the public over the Internet at the SEC's website at http:/ /www.sec.gov.
Coples of certain information filed by CSC with the SEC are also available on CS5C's corporate website at
http:/ /voww.aboutschwab.com. The website addresses of the SEC and CSC are included as inactive textual
references only, and the information contained on those websites is not a part of this prospectus
supplement or the accompanying prospectus. You may also read and copy any document that CSC files at
the SEC's Public Reference Room, 100 F Street, N.E., Washington, D.C. 20548, You may cbtain
information on the operation of the Public Reference Room by calling the SEC at 1-800-5EC-0330.

The SEC allows CSC to "incorporate by reference” information CSC has filed with the SEC, which
means that C5C can disclose important information to you by referring you to other documents. The
information incorporated by reference is considered to be a part of this prospectus supplement.

This prospectus supplement incorporates by reference the decuments listed below:
+ Annual Report on Form 10-K for the fiscal year ended December 31, 2014,
+ Quarterly Report on Form 10-Q for the quarter ended March 31, 2015; and

3-ii
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+ Current Reports on Form 8-K filed on February 3, 2015, March 10, 2015 and May 19, 2015,

Any statement contained in a document incorporated by reference, or deemed to be incorporated by
reference, in this prospectus supplement or the accompanying prospectus shall be deemed 10 be modified
or superseded for purposes of this prospectus supplement or the accompanying prospectus to the extent
that a statement contained in this prospectus supplement or the accompanying prospectus or in any other
subsequently filed document which also iz incorporated by reference in thiz prospectus supplement or the
accompanying prospectus modifies or supersedes such statement. Any such statement so modified or
superzeded shall not be deemed, except as so modified or superseded, to constitute a part of this prospectus
supplement or the accompanying prospectus.

Statements contained in this prospectus supplement or the accompanying prospectus as to the
contents of any contract or other document referred to in this prospectus supplement or the accompanying
prospectus do not purport to be complete, and where reference is made to the particular provisions of such
contract or other document, such provisions are qualified in all respects by reference to all of the provisions
of such contract or other document. In reviewing any agreements incorporated by reference, please
remember they are included to provide you with information regarding the terms of such agreements and
are not intended to provide any other factual or disclosure information about C5C. The agreements may
contain representations and warranties by C5C or other parties, which should not in all instances be treated
as categorical statements of fact, but rather as a way of allocating the risk to one of the parties if thase
statements prove to be inaccurate. The representations and warranties were made only as of the date of the
relevant agreement or such other date or dates as may be specified in such agreement and are subject to
more recent developments. Accordingly, these representations and warranties alone may not describe the
actual state of affairs as of the date they were made or at any other time.

You may request a copy of these filings at no cost, by writing, telephoning or sending an email to the
following address:

The Charles Schwab Corporation
211 Main Street

San Franciseo, California 94105

Attention: C

Telephone:

Email:

FORWARD-LOOEKING STATEMENTS

This prospectus supplement and the accompanying prospectus, including the documents incorporated
by reference, contain not only historical information but also “forward-locking statements” within the
meaning of Section 27A of the Securities Act of 1933, as amended (the “Securities Act™), and Section 21E of
the Securities Exchange Act of 1934, as amended (the “Exchange Act™). Forward-looking statements are
identified by words such as "believe,” “anticipate,” “expect,” "intend,” “plan,” “will," “may,” “estimate,”
“appear,” “aim,"” “target,” “could” and other zimilar expressions. Theze statements, which may be expressed
in a variety of ways, including the use of future or present tense language, refer to future events. In
addition, any statements that refer to expectations, projections, or other characterizations of future events
or eircumstances are forward-looking statements.

woar "o woar

woe o

These forward-locking statements, which reflect management’s beliefs, objectives, and expectations as
of the date herec, or in the case of any documents incorporated by reference, as of the date of those
documents, are necessarily estimates based on the best judgment of CSC’s senior management. These
statements relate to, among other things:

+ the use of proceeds from this offering;
+ the ratings for the depositary shares;

+ artrading market for the depositary shares;

Sl
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the Company’s ability to pursue its business strategy and maintain its market leadership position;
the expected impact of the new regulatory capital and liguidity coverage ratio ("LCR") rules;

the impact of legal proceedings and regulatory matters;

the impact of current market conditions on the Company’s results of operations;

sources of liquidity, capital, and level of dividends;

target capital and debt ratios;

capital expenditures;

the impact of changes in management's estimates on the Company's results of operations;

the impact of changes in the likelihood of indemmnification and guarantee payment cbligations on
the Company’s results of operations;

the impact on the Company's results of operations of recording stock option expense;

the impact of the revised underwriting criteria on the eredit quality of the Company's mortgage
porticlio; and

the other risks and uncertainties deseribed in this prospectus supplement, including the documents
incorporated by reference herein.

Achievement of the expressed beliefs, objectives and expectations described in these statements is
subject to certain risks and uncertainties that could cause actual results to differ materially. Readers are
cautioned not to place undue reliance on these forward-looking statements, which speak only as of the date
of this prospectus supplement or, in the caze of documents incorporated by reference, as of the date of
those documents.

Important factorz that may cause actual results to differ include, but are not limited to:

*

changes in general economiec and financial market conditions;

changes in revenues and profit margin due to changes in interest rates;

adverse developments in litigation or regulatory matters;

the extent of any charges aszociated with litigation and regulatory matters;

amounts recovered on insurance policies;

the Company’s ability to attract and retain clients and grow client assets and relationships;

the Company’s ability to develop and launch new products, services and capabilities in a timely and
successful manner, including Intelligent Portfolios™;

fluctuations in client asset values due to changes in equity valuations;

the Company’s ability to monetize client assets;

the performance or valuation of securities available for sale and securities held to maturity;
trading activity;

the level of interest rates, including yields available on money market mutual fund eligible
instruments;

the adverse impact of financial reform legizlation and related regulations;

investment, structural and capital adjustments made by the Company in connection with the new
LCE rule;

the amount of loans to the Company’s brokerage and banking clients;

S-iv
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+ the extent to which past performance of the Company’s mortgage portfolio is indicative of future
performance,

+ the lovel of the Company’s stock repurchase activity;

+ the lovel of brolerage client cash balances and deposits from banldng clients;
+ the availability and terms of external finaneing;

+ capital needs and management;

+ timing and amount of zeverance and other costs related to reducing the Company's San Francisco
footprint

+ the Company's ability to manage expense;

+ regulatory guidance;

+ the lovel of client assets, including cash balance;
+ competitive pressure on rates and fees;

+ aequisition integration costs;

+ the timing and impact of changes in the Company'z level of investments in buildings, land,
leazehold improvements and software and equipment relating to itz information technology
systems;

+ potential breaches of contractual terms for which the Company has indemnification and guarantes
obligations;

+ client use of the Company’s investment advisory services and other products and services; and
+ 8" ability to maintain favorable ratings from rating agencies,

¥ou should refer to the "Risl Factore” section of this prospectus supplement and to C3C"s poricdic and
current reporte filed with the SEC for specific risls which could cauze actual results to be significantly
different from those expressed or implied by these forward-lecking statements. In particular, certain of
these factors, az well az general risk factors affecting CSC and its subsidiariesz, are discuszed in greater
detail in “Item 1A.—Risk Factors” in C5C's Annual Report on Form 10-K for the year ended December 31,
2014, as such discuszion may be amended or updated in other reportz filed by us with the SEC, which
reports are ineorporated by reference into this prospectus supplement and accompanving prospectus,

EFTA01198074



[THIS PAGE INTENTIONALLY LEFT BLANK]

EFTA01198075



SUMMARY

Thiz summary highlights selected informarion contained elsewhere, or incorporated by reference, in
this prospectus supplement. As a result, it does not contain all of the information that may be important to
you or that you should consider before investing in the depositary shares. You should read this entire
prospectus supplement and the accompanying prospectus, including the documents incorporated by
reforence, especially the risks relevant to investing in the deposirary shares discussed under “Risk factors”
contained herein and under “Trem 14. — Risk Facrors” beginning on page 7 of C53C's Annual Report on
Form 10-K for the pear ended December 31, 2014, as such discussion may be amended or updated in other
reports filed by us with the SEC, as well as the consolidated financial statements and notes to those
consolidared financial statements incorporated by reference herein. In addition, certain statements
include forward-looking information that involves risks and uncertainties. See “Forward-looking
statements.”™

The Charles Schwab Corporation

The Charles Schwab Corporation, headquartered in San Francisco, California, was incorporated in
1986 and engages, through its subsidiaries (together referred to as the Company, and located in San
Francisco except as indicated), in wealth management, securities brolerage, banking, money management,
and financial advisory services. At March 31, 2015, the Company had $2.52 trillion in client assets,

9.5 million active brokerage accounts®, 1.5 million corporate retirement plan participants, and 986,000
banking accounts. C5C is a savings and loan holding company.

Significant business subsidiaries of C5C include:

+ Charles Schwab & Co., Ine. ("Schwab™), which was incorporated in 1971, is a securities broker-dealer
with over 325 domestic branch offices in 45 states, as well as a branch in each of the Commonwealth
of Puerto Rico and London, England, and serves clients in Hong Kong through one of C5C's
subsidiaries;

+ Charles Schwab Bank ("Schwab Banl"), which commenced operations in 2003, iz a federal savings
bank located in Reno, Mevada; and

+ Charles Schwab Investment Management, Ine. is the investment advisor for Schwab'’s proprietary
mutual funds, referred to as the Schwab Funds’, and Schwab’s exchange-traded funds, referred to as
the Schwab ETFs™.

The Company offers a broad range of products to address individuals' varying investment and
financial needs. Examples of these product offerings include:

+ Brokerage — an array of full-feature brokerage accounts; individual retirement accounts; retirerment
plans for amall to large businesses; 529 college savings accounts; designated brokerage accounts;
equity incentive plan accounts; and margin loans, as well as access to fixed income securities, equity
and debt offerings, options, and futures;

+ Murtual funds — third-party mutual funds through Mutual Fund Marketplace®, including no-load
mutual funds through the Murual Fund OneSource” service, proprietary mutual funds from two fund
families — Schwab Funds® and Laudus Funds®, other third-party mutual funds, and mutual fund
trading and clearing services to broker-dealers;

+ Exchange-traded funds (ETFz) — third-party and proprietary ETFs, including Schwab ETFz, Schwab
ETF COneSource™, and separately managed portfolios of ETFs;

+ Advice solutions — separately managed accounts, customized personal advice for tailored portfclios,
and specialized planning and full-time portfolio management;

@ Apcounts with balances or activity within the preceding eight months,
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+ Banlking — checking accounts linked to brokerage accounts, savings accounts, certificates of
deposit, demand depesit accounts, first lien residential real estate mortgage loans (First Mortgages),
home equity loans and lines of credit (HELOCz), personal loansz and entity lending collateralized by
securities; and

+ Trust — trust custody services, perzonal trust reporting services, and administrative trustee services,

These products, and the Company's full array of investing services, are made available through its two
segments — Investor Services and Advisor Services,

Investor Services

Through the Investor Services segment, the Company provides retail brokerage and banking services
to individual investors, The Company offers research, analysis tools, performance reports, market analysis,
and educational material to all elients. Clients locking for more guidanee have access to online portfolic
planning tools, professional advice from Schwab's portfolio conzultants who can help develop an
investment strateqy and carry out investment and portfolio management decisions, az well az a range of
fully delegated managed zolutions that provide ongoing portfolio management.

The Investor Services segment also includes the Retirement Flan Services, Corporate Brolkerage
Services, Stock Plan Services, and Compliance Solutions business units. Retirement Plan Services offers a
bundled 401(k) retirement plan product that provides plan sponsors a wide array of investment options,
trustee or custodial services, and participant-level recordkesping. Corporate Brokerage Services provides
specialty brokerage-rolated services to corporate clients through its Corporate Brokerage Retirement
Services business and mutual fund clearing services to banks, brokerage firms and rrust companies, and
also offers proprietary mutual funds, ETFs, collective trust funds, and investment management outside the
Company to institutional channels. Stock Plan Services offers equity compensation plan sponsors full-
service recordkeeping for stock plans: stock options, restricted stocl, performance shares and stock
appreciation rights. Compliance Solutions provides solutions for compliance departments of regulated
companiez and firms with special requiremnents to monitor employes perzonal trading, including trade
surveillance technology.

Advisor Services

Through the Advizor Services segment, the Company provides custodial, trading, and support
services to independent investment advisors,

The Advisor Services segment also includes the Retirement Business Services business unit.
Retirerment Business Services provides trust, custody, and retirement business services to independent
retirement plan advisors and independent recordkeepers. Flan assets are held at the Business Trust division
of Schwab Banlk.

Recent Developments

On June 5, 2015, CSC replaced its $800 million committed, unsecured crodit facility, which expired on
that date. The new credit facility is for $750 million and contains substantially similar terms as the previous
credit facility with customary covenant adjustments, including adjustments to reflect changes in C5C's
stockholders’ equity az of December 31, 2014, There were no funds drawn under this facility at June 30,
2015.

s-2
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The following financial information for the three and six months ended June 30, 2015 iz consistent
with the information provided in the Company's press release dated July 16, 2015 and furnished to the SEC
on CSC%s Current Report on Form 8-K. The information is subject to change for subseguent events
oeeurring prior to the date of the filing of CSC's Quarterly Report on Form 10-3 for the quarter ended
June 30, 2015, if and to the extent such change is required under generally accepted accounting principles,

Consolidated Statements of Income
{(In millions, except per chare amounts)
{Unaudited)
Three Months Six Months
Ended June 30, Ended June 30,
2015 2014 2015 2014
Net Revenues
Aszet management and administrationfees .. .. ..o o L ool £ BTD % 832 $1,314 $1,243
Interest rOVEIILE . . . .. e GBS 588 1,262 1,167
Interest BXPemSE . ...ttt it e e oo (33) (286) (62) (52)
Blat INTETeEt FEVEIIILE . . . .ottt e e et e e e et b e e e e e Bl 562 1,200 1,115
Trading revenue ... .. .. e e e 203 212 430 459
OhEE . e e 79 B85 142 133
Frovision forloanlesses ... ... L i 2 7 6 2]
Total MOt TEVEIILESE . ..ottt e et s e e et aama et baaeae e 1,566 1,478 3,092 2,956
Expenses Excluding Interest
Compensationand benefits .. ... ... .o oLl 540 520 1,121 1,048
Professional services .. ... .. .. .. e 112 112 226 218
Oceupancy and equipment .. ... ... it 85 80 168 160
Advertising and market development . ... ... . Lo il B2 85 131 128
Commmunicatiofns ...t o e it a e e e e 59 57 117 113
Diepreciation and amortization ... ... oo il 55 48 109 a6
OhEr L o e e 8g 75 159 150

Total expenszes excluding interest .. .. .. ... .. ... ... ... 999 957 2,041 1,913
Income before taxes 0N INCOMS . . oottt e e b 5G7 521 1,051 1,043
Tares 0N INCOITIE L .ottt i e i e e e s aaea e baanee e 214 197 394 393
MetIncome .. ... .. ... . . e 3s3 324 B55 650
Proferred stock dividends and other ... ... L Ll 23 22 34 30
Met Income Available to Common Stockholders ... ... ... ... ... .. § 330 % 302 § 621 § 620
Weighted-Average Common Shares Outstanding — Diluted ... . .. 1,326 1,313 1,325 1,312
Earnings Per Common Share —Basic . ... .._................... £ 25 % 23 § 47 § 47
Earnings Per Common Share —Diluted .. ... ... ... ... ... .. .. £ 25 % 23 § 47 § 47
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Finanecial and Operating Highlights
{Unaudited)
Q2-15% 2015 2014

(In millions, except per share Vs, Vs, Second First Fourth  Third  Second
amounts and as noted) Q2-14 Ql-15 Quarter Quarter Quarter Quarter Quarter
Het Revenues

Asset management and administration

fees . ... 6% 4% % 670 $ B4d F 841 i 849 ¥ E32

Met interest Tevenue . ..........c.cuaa.. 9% &3 6l2 o8B 584 573 562

Tradingrevenue ......._.............. {4%) {11%) 203 227 238 209 212

Other{l) ... 22% 25% 79 63 a0 119 G5

Provision for loanlosses ... ... o L. (71%) {50E) 2 & (2 1 7
Total netrevenues ... ... .. ... ......... 6% 3% 1,566 1,526 1,551 1,551 1,478
Expenses Excluding Interest

Compensationand benefits . ........... 4% (TE) 540 581 543 583 520

Professional services . ... .o, - (2% 112 114 122 117 112

Cecupancy and equipment .. ... ... .. 6% 2% B85 32 82 B2 20

Advertising and market development .. .. (5%}  (10%) 62 69 5B 53 65

Commurications «...vveeueeeaaroeasns 4% 28 29 5B 35 25 a7

Depreciation and amortization ... ... .. 15% 2 5% 54 54 449 48

Other ... .. 15% 4% 86 a3 83 78 75
Total expenses excluding interest ... ... .. 4% (&%) 9409 1,042 997 1,033 a57
Income before taxes onincome ... ... 9% 17% 567 454 554 518 221
Taxesonincome .. ... oiiaennnann . 9% 1B% 214 132 204 197 197
Hetlncome ........ ... ... iiuniiunn.. 9% 178 & 3253 & =02 ¥ 330 3 321 £ 324
Preferrad stock dividends and other ... ... .. 5% 108% 23 11 21 9 22
Met Income Available to Common

Stockhelders . .. ... ... . ... . ... .. 9% 138 % 330 $ 291 ¥ 3289 & 312 $ 202
Basic earnings per common share ... ... .. 9% l4% & 025 $ 02z P 025 $ 0.24 $ 023
Diluted earnings per common share .. ... .. 9% 1l4% % 0.25 $ 022 § 025 B 024 % 0.23
Dividends declared per common share ... .. - - to0e %006 $O006 %008 %008
Weighted-average common shares

outstanding —diluted ... ... L 1% — 1,326 1,323 1,320 1,316 1,213
Performance Measures

Pre-tax p:rc;fit TATQIMN . ooie i 36.2% 21.7% 35.7% 33.4% 35.3%

Retumn on average common stockholders’

equity (annualized)(2) ............... 12% 10% 12% 12% 12%

Financial Condition (at quarter end, in

billions)

Cash and investments segregated ....... {6%) (B¥) $17v9 $194 § 208 § 199 % 191

Receivables from brokerage clients ... .. 13% 4% & 168 $ 16.0 ¥ 137 $ 154 $ 147

Bankloans ........ .. .. .. .. ........ 9% 3 %140 £ 138 F 134 § 121 £ 129

Totalassets .. ... ... ... .. .. ... .. .. 14% 2% 31638 $160.2 F154.6 £147.4 F143.4

Bankdeposits .. ... ..o 18% 3% #1129  $109.5  §l028  § 973 $ 957

Payzbles to brokerage clients ... ... .. - - £ 315 F 316 F 243 § 331 $ 315

Long-termdebt ... .................. 53% - £ 2% % 282 § 18 % 19 % 18

Stockholders equity ... ... L oL 11% 28 %124 $ 122 F 118 $ 115 $112
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Q2-15% 2015 2014

(In millions, except per share Vs, Vs, Second First Fourth  Third  Second
amounts and as noted) Q2-14 Ql-15 Quarter Quarter Quarter Quarter Quarter
Other
Full-time equivalent employees (2t quarter
end, inthousands) ... ... .. .. .. 6% - 14.9 14.9 14.6 14.3 14.1

Capital expenditures — purchases of

equipment, office fzcilities, and

property, net {in millions) . ........... (24%) 262 % T7 % Bl 0§ 90 0§ 1la  § 101
Expenses excluding interest as a

percentage of average client assets

(anmualized) .. ... . .. .. ... ... 0.18% 0.17% 0.17% 0.18% 0. 18%

Clients’ Daily Average Trades (in

t]'u:\-usands}

Revenuetrades() .. .................. (3%) (15%) 267 213 315 268 274

Asset-based trades(4) ... ... ... L 4% {11%) 78 3B 20 B4 75

Cthertrades(5) ..._........ ... . .... 11% {1BX) 145 181 189 136 124
Total .o e 2% {15%) 494 oS82 S84 4649 483
BAverage Revenue Par Revenue Trade(3) . . . {2%) - £11.97 $11.48 F12.04 $12.24 $12.26

Note: Certain prior-period amounts have been reclassified to conform to the 2015 presentation.
(1) Includes net impairment losses on securities of (1) million in the third quarter of 2014.

(2) Return on average common stockhelders’ equity is calculated using net income available to common
stockholders divided by average common stockholders’ equity.

(3) Includes all client trades that generate either commission revenue or revenue from principal markups
(i.e., fixed income); also known as DART,

(4) Includes eligible trades executed by clients who participate in one or more of the Company’s asset-
based pricing relationships.

(5) Includes all commission-free trades, including Schwab Mutual Fund OneSource” funds and ETFs, and
other proprietary products,

C50C% common stock is listed and traded on The New York Stock Exchange under the symbol
YSCHW™.

C50C% principal executive office is located at 211 Main Street, San Francisco, California 94105 and
CEC"s telephone number iz (415) 667-7000. C5C's corporate Internet website is www.aboutschwab.com.
CE8C's website address is included as an inactive textual reference only, and the information contained on
CE8C's website is not incorporated by reference and does not form a part of this prospectus supplement or
the accompanying prospectus.
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THE OFFERING

The following dezeription contains basic information about the depositary shares, the Series C
Proferred Stock represented thereby and this offering. This deseription is not complete and does not
contain all of the information that you should consider before investing in the depositary shares. For a more
complete understanding of the depesitary shares and the Series C Preferred Stock represented thereby, vou
should read “Description of Series C Preferred Stock” and “Deseription of Depositary Shares” in this
prospectus supplement as well az "Deseription of Preferrad Stoclk™ and “Deseription of Depositary Shares”
in the accompanying prospectus. To the extent the following information is inconzistent with the
information in the accompanying prospectus, vou should rely on the following information.

Issuer .. ... . ... The Charles Schwab Corporation, a Delaware
corporation ("CSC").

Securities offered ... . ... ... L depositary shares {or depositary shares if
the underwriters exercize their over-allotment option
in full), each representing a 1/40th ownership interest
inashare of % Non-Cumulative Perpetual Preferred
Stocl, Series C, $0.01 par value, with a liquidation
preforence of $1,000 per share (equivalent to $25 per
depositary share), of CSC (the “Series C Preferred
Stock™. Each holder of a depositary share will be
entitled, through the depositary, in proportion to the
applicable fraction of a share of Seriez C Prefarred
Stocl represented by such depositary share, to all the
rights and preferences of the Series C Preforred Stock
reprezented thereby (including dividend, voting,
redemption and liquidation rights).

We may in the future from time to time, without notice
to or conzent of the holders of the Series C Prefoerred
Stocl or the holders of the depositary shares, izsue
additional shares of the Series C Preferred Stoclk;
provided, that any such additional shares of Series C
Proferred Stock are not treated az “disqualified
preforred stock” within the meaning of

Section 1058(1)(2) of the Internal Revenue Code and
such additional shares of Series C Preferred Stock are
otherwize treated as fungible with the Series C
Proferred Stock offered hereby for U.S. federal income
tax purposes. The additional shares of Series C
Praferred Stock would form a zingle series with the
Seriez C Preferred Stocl offered hereby. In the event
we issue additicnal shares of Series C Preferred Stock,
we will izzue a corresponding number of additional
depositary shares.

Dividends .. ...._ ... ... ... . ... ........... We will pay dividends on the Series C Freferred Stocls,
whar, as, and if declared by our board of directors ora
duly authorized commirtee of our board of directors.
Dividends will acerue an a nen-cumulative basis and
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be payable from the date of initial izsuance, at a rate of

% per annum, payable guarterly, in arrears, on
March 1, June 1, September 1 and December 1 of each
vear, beginning on December 1, 2015. Any dividends
paid on the Preferred Stock will be distributed to
holders of depositary shares in the manner described
under "Description of Depositary Shares — Diividends
and Other Distributions"” in this prospectus
supplement.

Dividends on the Series C Preferred Stock will not be
cumulative. If our board of directors or a duly
authorized committee of our board of directors does
not declare a dividend on the Series C Preferred Stock
in respect of a dividend period, then no dividend shall
be deemed to have accrued for such dividend pericd,
be payable on the applicable dividend payment date,
or be cumulative, and we will have no obligation ta pay
any dividend for that dividend period to the holder of
Series C Preferred Stock, including the holders of the
depositary shares, and no related distribution will be
made on the depositary shares, whether or not our
board of directors or a duly authorized committes of
our board of directors declares a dividend on the Series
C Preferred Stock for any future dividend peried.

Additionally, dividends on the Series C Preferred Stock
will be subject to our receipt of required prior approval
by the Board of Governors of the Federal Reserve
System (the “Federal Reserve") (or any successor bank
requlatory authority that may become our applicable
federal banking agency), if any, and to the satisfaction
of conditions set forth in the capital adequacy
guidelines or requlations of the Federal Reserve (or
any successor bank regqulatory authority that may
become our applicable federal banking agency)
applicable to dividends on the Series C Preferred
Stock, if any.

Dividend stopper ........ ... ... ... ....... During each dividend period, while the Series C
Preferred Stock is outstanding, unless the full
dividends for the immediately preceding dividend
pericd on all outstanding shares of Series C Preferred
Stock have been declared and paid or declared and a
sum sufficient for the payment thereof has been set
aside:

+ no dividend will be declared or paid or set aside for
payment and no distribution will be declared or
made or set aside for payment on any junior stock
{as defined in the “Description of Series C Preferred
Stock — Ranking™), other than:

+ a dividend payable solely in junior stocl, or
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« any dividend in connection with the
implementation of a stockholders’ rights plan, or
the redemption or repurchase of any rights under
any such plan; and

» no shares of junior stock shall be repurchased,
redeemed or otherwize acquired for consideration by
us, directly or indirectly (nor shall any monies be
paid to or made available for a sinking fund for the
redemption of any such securities by us) other than:

as a result of a reclaszsification of junior stock for
or into other junior stocly;

the exchange or conversion of one share of junior
stock for or into another share of junior stoclk;

through the use of the proceeds of a substantially
contemporanecus sale of other shares of junior
stock;

purchases, redemptions or other acquisitions of
shares of the junior stock in connection with any
employment contract, benefit plan or other similar
arrangement with or for the benefit of employees,
afficers, directors or consultants;

purchases of shares of junior stock pursuant to a
contractually binding requirement to buy junior
stock existing prior to the preceding dividend
period, including under a contractually binding
stock repurchase plan; or

the purchase of fractional interests in shares of
junior stock pursuant to the conversion or
exchange provisions of such stocl or the security
being converted or exchanged; and

» no shares of parity stock (as defined in the
“Description of Series C Preferred Stock — Ranking™)
shall be repurchased, redeemed or otherwise
acquired for consideration by CSC atherwise than
pursuant to pro rata offers to purchase all, ora pro
rata portion, of the Serles C Preferred Stock and such
parity stock, unless such parity stock is repurchased,
redeemed or acquired for consideration by CSC in
connection with any of the following:

+ as a result of a reclazsification of parity stocl for
or into other parity stocl or junior stoclyg

the exchange or conversion of one share of parity
stock for or into another share of parity stock or
junior stock; or

through the use of the proceeds of a substantially
contemporanecus sale of other shares of parity
stock or junior stock,
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When dividends are not paid in full upon the shares of
Seriez C Preferred Stocl and any parity stock, all
dividends declared upon shares of Series C Preferred
Stoclk and any such parity stock will be declared on a
proporticnal basis so that the amount of dividends
declared per share will bear to each other the same
ratio that acerued dividends for the then-current
dividend period per share on Series C Preferred Stoclk,
and acerued dividends, including any accumulations,
on any parity stocl, bear to each other.

We generally will be able to pay dividends and
distributionsz upon liquidation, dissolution or winding
up only out of azsetz legally available for such payment
(after satizfaction of all claims for indebtedness and
other non-equity claims).

Dividend paymentdates _ ... ...._......._... Dividends on the Series C Preferred Stocl will be
payable when, as, and if declared by our board of
directors or a duly authorized commirttee of our board
of directors, quarterly on Mareh 1, June 1, September 1
and December 1 of each year, beginning on
December 1, 2015 {each, a "dividend payment date”).

If any date on which dividends would otherwise be
payable iz not a business day (as defined in the
“Description of Series C Preferred Stock — Dividends™),
then the dividend payment date will be the next
buzinessz day without any adjustment to the amount of
dividends paid.

MNomaturity . ... ... .. ... ... .. ......... The Sories C Proferred Stock will not have any
maturity date, and we will not be required to redecm
the Series C Preferred Stocl. Accordingly, shares of the
Seriez C Preferred Stocl will remain outstanding
indefinitely, unless and until we decide to redeem them
and receive required prior approval of the Federal
Rezerve (or any successor bank regulatory authority
that may become our applicable faderal banking
agency), if any, to do so and sartizfy the conditions set
forth in the capital adequacy guidelines ar regulations
of the Federal Reserve {or any successor bank
regqulatory authority that may become our applicable
federal banking agency) applicable to redemption of
the Series C Preferred Stocly, if any.

Redemption . ...._ ... .. .. ................. We may redeom the Series C Preferred Stocl at our
opticn:

+ in whole or in part, from time to time, on any
dividend payment date on or after . 2020
at a redemption price egual to $1,000 per share
{equivalent to $25 per depositary share), plus any
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declared and unpaid dividends, without
accumulation of any undeclared dividends, or

+ in whole but not in part, at any time within 90 days
following a regulatory capital reatment event (as
defined in the “Dezcription of Series C Preforred
Stock™), at a redemption price equal to $1,000 per
share (equivalent to $25 per depositary share), plus
any declared and unpaid dividends, without
accumulation of any undeclared dividends.

Any redemption of the Series C Preferred Stock will be
subject to our receipt of required prior approval by the
Federal Reserve (or any successor bank requlatory
authority that may become our applicable federal
banking agency), if any, and to the satisfaction of
conditions set forth in the capital adequacy guidelines
or regulations of the Federal Reserve (or any successor
bank regulatory authority that may become our
applicable federal banking agency) applicable to
redemnption of the Series C Preferred Stock, if any.

Our redemption will cause the redemption of the
corresponding depositary shares. Neither the halder of
the Series C Preferred Stock nor holders of depositary
shares will have the right to require redemption or
repurchase of the Series C Preferred Stock.

Liquidationrights ...... ... ... ... ... ... In the event we liquidate, dissolve or wind-up our
business and affairs, either voluntarily or inveluntarily,
the helder of the Series C Preferred Stock is entitled to
receive a liquidation distribution of $1,000 per share
(equivalent to $25 per depositary share), plus any
declared and unpaid dividends, without accumulation
of any undeclared dividends, before we make any
distribution of assets to the holders of cur commeon
stock or any other class or series of stock ranking
junior to the Series C Preferred Stock as to that
distribution. The holder of the Series C Prefarred Stock
will not be entitled to any other amounts from us after
they have received their full liquidation distribution.

In any such diztribution, if the assets of CEC are not
sufficient to pay the liguidation distribution described
abaove in full to the holder of the Series C Preforred
Stocl and all holders of any class or series of stock
ranking on parity with the Series C Preferred Stock as
to such distribution, the ameounts paid to the holder of
Seriez C Preferred Stoclt and all holders of such parity
stocly, including our Fixed-to-Fleating Eare Mon-
Cumulative Perpatual Freferred Stoclk, Seriesz A, with a
liquidation preference of $1,000 per share (“Series A
Proferred Stock™) and the 6.00% Non-Cumulative

5-10

EFTA01198085



Proferred Stock, Series B, with a liquidation preference
of $1,000 per share (“Series B Preferred Stock”), will be
paid pro rata in accordance with the respective
aggregate liguidation distribution owed to those
holders. If the liquidation distribution described abowve
has been paid in full to the holder of Series C Preforred
Stoclk and the holders of such parity stocl, the holders
of any other class or series of stock ranking junior to
the Series C Preferred Stock as to such distribution
shall be entitled to receive all remaining aszets of CSC
according to their respective rights and preferences.

Wotingrights .. .. ... .. ... . ... .. ... ... ... None, except with respect to authorizing or increasing
the authorized amount of senior stocl (as defined in
the “Description of Series C Preferred Stock — Voting
Rights™), certain changes in the terms of the Series C
Preferred Stock, in the case of certain dividend non-
payments and as reqguired by law. See “Description of
Series C Preferred Stoclk — Voting Rights." Holders of
depositary shares must act through the depositary o
exercise any voting rights, as described under
“Description of Depositary Shares — Voting the
Series C Preferred Stock” below.

Ranking ........... ..ttt Shares of the Series C Preferred Stock will rank:
+ senior to our junior stock;

« equally with each other series of parity stock,
including our Series A Preforred Stock and Series B
Freferred Stock, and any other zeries of parity stock
we may issue in the future; and

junior to any series of stock we may issue in the
future that ranks senior to the Series C Preferred
Stoclk in the payment of dividends and in the
distribution of azsetz on any liquidation, diszelution
or winding up of C5C, and to all of our existing and
future debt chligations.

Preemptive and conversionrights . ......... .. None.

Listing .. ... ... ..o We intend to apply for listing of the depositary shares
on the NYSE under the symbol "SCHW PrC". If the
application iz approved, we expect trading of the
depositary shares on the NYSE to commence within a
30-day period after the initial delivery of the
depositary shares.

Tax consequences .. ... ................... You will be taxed on distributions with respect to the
depositary shares as dividend income to the extent
paid out of our current or accumulated earnings or
profits for 1.5, federal income tax purpozes. If you are
a non-corporate 1.5, holder, distributions constituting
dividend income will generally represent “qualified
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dividend income,” which will be subject to taxation at a
maximum rate of 20% (or a lower rate for holders in
certain tax brackets). In order to abtain qualified
dividend treatment, the non-corporate 1.5, holder
must hold the depositary shares for more than 80 days
during the 121-day pericd beginning on the date that
is 60 days before the date on which the depositary
shares become ex-dividend with respect to the
dividend. A non-corporate 1.5, holder may not count
toward this minimum holding period any period in
which the U.5. holder has, among other things, entered
into positions that hedge its position in the depositary
shares. In addition, subject to similar holding period
requirements, distributions on the depositary shares
conatituting dividend income paid to helders that are
1.5, corporations generally will qualify for the 70%
dividends-received deduction. For further discuszion
of the tax consequences relating to the depositary
shares and the Series C Freferred Stock represented
thereby, see "Certain Material 11,5, Federal Income Tax
Considerations” in this prospectus supplement.

Useofproceeds ........................... The net proceeds from this offering, before expenses,
are expected to be approximately § (or
approximately $ if the underwriters exercise their
full over-allotment option to purchase additional
depositary shares). We intend to use the net proceeds
from the sale of the depositary shares representing
interests in the Series C Preferred Stock to support
balance sheet growth, including the migration of
certain client balances from sweep money market
funds into Schwab Bank, which may be subject to
notice and/or approvals from regulators and clients.
See "Usze of Proceeds".

Riskfactors . ... ... .. ... .. ... ........... Please refer to “Risk Factors” and other information
contained or incorporated by reference in this
prospectus supplement and the accompanying
prospectus for a discussion of factors you should
consider carefully before deciding to invest in the
depositary shares.

Conflicts of interest . .. ... .. ... ........... Cur zubsidiary, Schwab, iz a member of the Financial
Industry Regulatory Authority, Ine, ("FINRA™) and
may participate as a dealer in this offering and,
therefore, will be deemed to have “conflicts of interest”
within the meaning of FINEA Rule 5121,
Consequently, this offering is being made in
compliance with the provisions of Rule 5121, Schwab
will not confirm sales to discretionary accounts without
the prior written approval of the customer.

Registrar and depositary ... ... ... ... ... ... Wells Fargo Banle, National Aszociation
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RISKFACTORS

An investment in the depositary zhares involves risks. This prospectus supplement does not describe
all of those risks. Before purchasing any of our depoesitary shares, vou should carefully consider the
following risk factors, which are specific to the depositary shares being offered, az well az the risks and
other information contained or incorporated by reference in this progpectus supplement and the
accompanying progpectus, including the disecuszsion under “Item 1A — Risk Factors” in our Annual Report
on Form 10-K for the vear ended December 31, 2014, as such discussion may be amended or updated in
other reports filed by us with the SEC.

You are making an investment decision with regard to the depositary shares as well as the Series C
Preferred Stock.

Ag described in this prozpectus supplement, we are issuing fractional interests in shares of Series C
Praferred Stock in the form of depositary shares. Accordingly, the depositary will rely on the payments it
receives on the Series C Preferred Stock to fund all payments on the depositary shares. You should carefully
review the information in this prospectus supplement and the accompanying prospectus regarding both of
these securities.

The Series C Preferred Stock and the depositary shares representing the Series C Preferred Stock are
equity and are subordineate to our existing and future indebtedness.

The shares of Series C Preferred Stock and the depositary shares representing the Series C Preforraed
Stocl will be equity interests and will not constitute indebtedness. This means that the Series C Preforrad
Stocl, and the depositary shares representing the Series C Freferred Stock, will rank junior to all
indebtedness and other non-equity claims on CSC with respect to azsetz available to satisfy claims on C2C,
including claims in the event of a liquidation of CSC.

As of March 31, 2015, our total long-term debt was approximately $2.9 billion. We may incur
additional debt in the furure. Our debt may restriet the payment of dividends on the Series C Freforred
Stocl. Additionally, unlike indebtedness, where principal and interest customarily are payvable on specified
due dates, in the caze of the Series C Preferred Stocl, (1) dividends will be payable only if declared by our
board of directors or a duly authorized committees of our board of directors, (2) dividends will not
accumulate if they are not declared and (3) as a Delaware corporation, we are and will be subject to
restrictions on payments of dividends and redemption price out of funds legally available under Delaware
law. Further, the Series C Preferred Stock places no restrictions on our buziness or operations or on our
ability to incur indebtedneszs or engage in any transactions, subject only to the limited voting rights referred
to in this prospectus supplement under “Description of Series C Preferred Stock — Woting Rights”

Dividends on the Series C Preferred Stock are discretionary and non-cumulative. If we do not declare
dividends on the Series C Preferred Stock, holders of depositary shares will not be entitled to receive
related distributions on their depositary shares.

Dividends on the Series C Preferred Stock will be discretionary and will not be cumulative, If our board
of directors or a duly authorized committee of our board of directors does not declare a dividend on the
Serieg C Preferred Stocl in respect of a dividend period, then no dividend shall be deemed to have accrued
for such dividend period, be payable on the applicable dividend payment date or be cumulative, and we will
have no obligation to pay any dividend for that dividend period to the holder of Series C FPreforred Stocl,
including the holders of the depositary shares, and no related distribution will be made on the depositary
shares, whether or not our beard of directors or a duly autherized committee of our board of directors
declares a dividend on the Series C Preferred Stocl: for any future dividend period.

Additionally, dividends on the Series C Preferred Stock will be subject to our receipt of required prior
approval by the Federal Reserve (or any succeszor bank regulatory authority that may become our
applicable federal banking agency), if any, and to the satisfaction of conditions zet forth in the capital
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adequacy guidelines or requlations of the Federal Reserve {or any succeszor bank regulatory authority that
may become our applicable federal banking agency) applicable to dividends on the Series C Preferred
Stocly, if any. Under the Federal Reserve’s capital rules, dividends on the Series C Proferred Stocl may only
be paid out of our net income, retained earnings or surplus related to other additional Tier 1 capital
instruments.

Additionally, when dividends are not paid in full upon the shares of Series C Preferred Stock and any
parity stock, including our Seriez A Proferred Stock and Series B Preferred Stocls, all dividends declared
upon shares of Series C Preforred Stock and any parity stocl will be declared on a proportional basis zo that
the amount of dividends declared per share will bear to each other the zame ratio that acerued dividends for
the then-current dividend period per share on Series C Preferred Stock, and acerued dividends, ineluding
any accurnulations, on any parity stock, bear to each other. Therefore, if we are not paying full dividendsz on
any outstanding parity stock, we will not be able to pay full dividends on the Series C Preferred Stock and
conzequently on the depositary shares representing the Series C Preferred Stocl.

Our ability to pay dividends on the Series C Preferred Stock, and therefore your ability to receive
distributions on the depositary shares, depends upon the results of operations of our subsidiaries.

We are a holding company and conduet substantially all of our operations through our subsidiaries, As
a result, our ability to male dividend payments on the Series C Preferred Stock will depend primarily upon
the receipt of dividends and other distributions from cur subsidiaries. Regulatory and other legal
restrictions may limit our ability to transfer funds from our subsidiaries 1o CSC,

In addition, our right to participate in any dizstribution of azsetz from any subsidiary, upon the
subsidiary’s liquidation or otherwise, iz subject to the prior claims of ereditors of that subsidiary, except to
the extent that we are recognized as a creditor of that subsidiary. Az a result, the Series C Preferred Stock
will be effectively subordinated to all existing and furure liabilities of our subsidiaries.

Investors should not expeet us to redeem the Series C Preferred Stock on the date it becomes
redeemable or on any particular date after it becomes redeemable,

The Seriez C Preferred Stoclt is a perpetual equity security. Thiz means that the Series C Prefarred
Stocl has no maturity or mandatory redemption date and is not redeemable at the option of the holder. The
Seriez C Preferred Stocl may be redeemed by us at our option, (i) either in whole or in part, on any dividend
payment date on or after , 2020, or (ii) in whole but not in part, at any time within 90 days
following a regulatory capital treatment event. Any decizion we may malte at any time to propose a
redemption of the Series C Freferrad Stock will depend upon, among other things, our evaluation of our
capital pozition, the composition of our stockholders” equity and general market conditions ar that time.

Although the terms of the Series C Preferred Stock have been establizhed to satisfy the criteria for
“additional Tier 1 capital” instruments conzistent with Basel III as set forth in the joint final rulemalking
izzued in July 2012 by the Federal Resorve, the Federal Depozit Insurance Corporation and the Office of the
Comptroller of the Currency, it is pozsible that the Series C Proferred Stock may not satisfy the oriteria set
forth in future rulemaking or interpretations. As a result, a “regulatory capital treatment event” could cecur
whareby we would have the right, subject to anv required prior approval of the Federal Reserve (or any
successor banls regulatory authority that may become our applicable federal banking agency), to redeem
the Series C Preferred Stocl in aceordance with its terms prior to . 2020, at a redemption price
equal to $1,000 per share {equivalent to $25 per depositary shara), plus any accrued and unpaid cash
dividends for the then-current dividend period to but excluding the redemprtion date, without accumulation
of any undeclared cazh dividends.

Additionally, any redemption of the Series C Preferred Stock will be subject to our receipt of raquired
prior approval by the Federal Reserve (or any succezsor bank requlatory authority that may become our
applicable federal banking agency), if any, and to the satisfaction of conditions zet forth in the capital
adequacy guidelines or requlations of the Federal Reserve {or any succeszor bank regulatory authority that
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may become our applicable federal banking agency) applicable to redemption of the Series C Preferred
Stocly, if any. Under the Federal Reserve’s current risk-based capital rules applicable to zavings and loan
holding companies, any redemption of the Series C Preferred Stock is subject to prior approval of the
Federal Beserve. We cannot azsure you that the Federal Reserve will approve any redemption of the Series
C Preferred Stock that we may propose. There also can be no assurance that, if we propose to redeem the
Seriez C Preferred Stoclt without replacing such Preferrad Stocl with common equity Tier 1 capital or
additional Tier 1 capital instruments, the Federal Resorve will authorize the redemption. We understand
that the factors that the Federal Reserve will consider in evaluating a proposed redemption, or a request
that we be permitted to redeem the Series C Preferred Stock without replacing it with common equity Tier 1
capital or additional Tier 1 capital instruments, include itz evaluation of the overall level and quality of cur
capital components, considered in light of our risk exposures, earnings and growth strategy, and other
supervisory considerations, although the Federal Reserve may change these factors at any tima.

The holder of the Series C Preferred Stock, and therefore the holders of the depositary shares
representing the Series C Preferred Stock, will have limited voting rights.

The holder of the Series C Preferred Stock, and therefore holders of the depositary shares, have no
voting rights with respect to matters that generally require the approval of voting stockholders, The holder
of the Series C Preferred Stock will have limited woting rights in the event of nonpayments of dividends
under certain circumstances and with respect to certain fundamental changes in the terms of the Series C
Preferred Stock, certain other matters and as required by law, as described under “Description of the Series
C Preferred Stock — Voting Rights.” Holders of depositary shares must act through the depositary to
exercise any voting rights in respect of the Series C Preferred Stock.

General market conditions and unpredictable factors could adversely affect market prices for the
Series C Preferred Stock and the depositary shares representing the Series C Preferred Stock.

There can be no assurance about the market prices for the Series C Preferred Stock and depositary
shares representing the Series C Preferred Stock. Several factors, many of which are beyond our control,
could influence the market prices of the Series C Preferred Stock and the depositary shares representing the
Series C Preferred Stock. Factors that might influence the market prices of the Series C Preferred Stock and
the depositary shares representing the Series C Preferred Stock include:

+ whether we declare cr fail to declare dividends on the Series C Preferred Stock from time to time;
+ pur creditworthiness;
+ interest rates;

+ developments in the securities, credit and housing markets, and developments with respect to
financial institutions generally;

+ the market for similar securities; and

+ economic, corporate, securities market, geopolitical or requlatory events that affect us or the
financial markets generally.

Accordingly, the depositary shares that an investor purchases, whether in this offering or in the
secondary market, may trade at a discount to the price the investor paid for such depositary shares.

An active trading market for the depositary shares may not develop, and any such market for the
depositary shares may be illiquid.

The depositary shares representing the Series C Preferred Stock will be a new issue of securitios with
no established trading market. Although we intend to apply to list the depositary shares on the NYSE, there
iz no gquarantee that we will be able to list the depositary shares. Even if the depositary shares are listed,
there may be little or no secondary market for the depositary shares. Even if a secondary market develops, it
may not provide significant liguidity and transaction coztz in any secondary market could be high. As a
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result, the difference between bid and asked prices in any secondary market could be substantial. Further,
becauze the depositary shares do not have a stated maturity date, investors seeling liquidity in depositary
shares will be limited to selling their depositary shares in the secondary market. We do not expect that there
will be any separate public trading market for the shares of the Series C Preferred Stock except as
reprezented by the depositary shares.

The underwriters have advised us that they intend to make a market in the depositary shares.
Howaver, they are not obligated to do 20 and may discontinue any market making in the depositary shares
at any time in their sole discretion. Therefore, we cannot azsure you that a liquid trading marlket for the
depositary shares will develop, that you will be able to sell your depositary shares at a particular time or that
the price you receive when you sell will be favorable,

Our future offerings of Series C Preferred Stock may adversely affect the value of the depositary shares
representing the Series C Preferred Stock.

We may issue additional shares of Series C Preferred Stock and/or other classes or series of preferred
stocl. The izsuance of additional shares of preferred stocl on parity with or senior to the Series C Praferred
Stocl with respect to the payment of dividends and the distribution of assets upon liquidation, dissolution
or winding up could reduce the amounts we may have available for distribution to helders of the depositary
shares representing the Series C Freferred Stocl. None of the provisions relating to the Series C Preferred
Stocl or the depositary shares representing the Series C Preforred Stock contain any provisions affording
holders of the depositary shares representing the Series C Preferred Stock protection in the event of a
highly leveraged or other transaction, including the merger or sale, leaze or conveyance of all or
substantially all of our aszets or businesses, that might adversely affect the value of the depositary shares
reprezenting the Series C Preferred Stock.

CS8C's credit ratings may not reflect all risks of an investment in the depositary shares representing
the Series C Preferred Stock or Series C Preferred Stock.

The credit ratings aszigned to the depositary shares representing the Series C Proferred Stock or Series
C Preferred Stock may not reflect the potential impact of all risks related to structure and other factors on
any trading market for, or trading value of, the depositary shares reprezenting the Series C Preferred Stocl:
or Series C Preforred Stocle. In addition, real or anticipated changes in C3C's credit ratings generally will
affect any trading market for, or trading value of, the depositary shares or Series C Preferred Stocl,
Accordingly, vou should consult your own financial and legal advisors as to the risks entailed by an
inveztment in the depositary shares and the zuitability of investing in the depositary shares in light of vour
particular circumstances.
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CONSOLIDATED RATIO OF EARNINGS TO FIXED CHARGES AND
RATIO OF EARNINGS TO FIXED CHARGES AND PREFERRED STOCK DIVIDENDS

The table below setz forth C5C's conselidated ratios of earnings to fixed charges and ratio of earnings
to fixed charges and preferred stocl dividends for the periods indicated.

Three
Months

Hi::]:gl, Year Ended December 31,

2015 2014 2013 2012 2011 2010
Ratio of earnings to fized charges(1) . ... ... ... .. .. 11.3 132 108 77 88 41

Ratio of earnings to fized charges, excluding deposits
from banking clients and payables to brokerage

clients interest expense(2) . ... .. ..... .. ... .. .. 13.7 160 132 94 81 6.3
Ratio of earnings to fizxed charges and preferred stock
dividends(1)(3) .. ...\t 8.0 85 69 58 69 4.1

Ratio of earnings to fized charges and preferred stock
dividends, exeluding deposits from banking elients
and payables to brokerage clients interest
expenses(Z)(3) ...t 10.2 95 78 67 91 6.3

(1) The ratios of earnings to fixed charges and earings to fixed charges and preferred stock dividends are
caleulated in accordance with SEC requirements. For such purposes, “earnings” consist of earnings
before taxes on earnings and fixed charges. “Fixed charges” conasist of interest expense, and one-third
of rental expense, which is estimated to be representative of the interest factar.

(2) Because interest expense incurred in connection with both deposits from banking clients and payables
to brokerage clients is completely offset by interest revenue on related investments and loans, the
Company considers such interest to be an operating expense. Accordingly, the ratio of earnings to
fixed charges, excluding deposits from banking clients and payables ta brokerage clients interest
expense, and the ratio of earnings to fixed charges and preferred stock dividends, excluding deposits
from banking clients and payables to brokerage clients interest expense, reflect the elimination of such
interest expense as a fixed charge.

(3) The preferred stock dividend amounts represent the pre-tax earnings that would be required to pay the
dividends on cutstanding preferred stock. C8C did not have any outstanding preferred stock for the
fiscal years ended December 31, 2010 and 2011,
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USE OF PROCEEDS

The net proceeds from this offering, before expenses, are axpected to be approximately § {or
approximately & if the underwriters exercize their full over-allotment option to purchasze additional
depositary shares).

We intend to use the net proceeds from the zale of the depositary shares representing interests in the
Series C Preferred Stocl to support balance sheet growth, including the migration of certain client balances
from sweep money market funds into Schwab Banlk, which may be subject to notice and/or approvals from
regqulators and clients.
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CAPITALIZATION

The following table sets forth CSC's consolidated cash and cash equivalents and capitalization at
March 21, 2015:

+ on an actual basis; and

+ on an as adjusted basis giving effect to this offering (assuming no exercise of the underwriters' cver-
allotment option).

¥ou should read the following table together with C53C%s consclidated financial statements and notes
thereto ineluded in CE2C's Annual Report on Form 10-K for the yvear ended December 31, 2014 and
Cuarterly Report on Form 10-Q) for the quarter ended March 31, 2015, which are incorporated by reference
in this prozpectus supplement and the accompanying prospectus.

As of March 31, 2015
{(In millions, except share and per share amounts) Actual As Adjusted
Cashandcasheguivalents ... . .. .. . . i e § 9,011 b
Long-termn debt . oo o e e $ 2,895 $ 2,895
Stockholders” equity:
Preferred stock — $.01 par value per share; 885,000 shares issued — actual;
shares —asadjusted .. ... L e § 873 B
Common stock — 3 billion shares authorized; $.01 par value per share;
1,487,543 446 shares issued ... e 15 15
Additional paid-in capital . ... i 4,085
Retained earnings . .. .o i 10,412 10,412
Treasury stock, at cost — 174,397,672 shares . ... ... .. o Lol (3,458) (3,458)
Accumulated other comprehensive income ... oL L oL il 251 231
Total stockholders’ equity . ... o $12,158 b3
Total capitalization ... ... 0 e e $15,053 b
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DESCRIPTION OF SERIES C PREFERRED STOCK

The depositary will be the zole holder of the Series C Frefoerred Stoclk, az described under “Dezcription
of Depositary Shares" below, and all references in this prospectus supplement to the holders of the Series C
Preferred Stock shall mean the depositary. However, the holders of depositary shares will be entitled,
through the depositary, to exercise the rightz and preferences of the holder of the Series C Preferred Stocl,
az described under “Dezcription of Depositary Shares.”

Cr authorized capital stock includes 9,940,000 shares of preferred stocls, par value $0.01 per share as
reflected in our certificate of incorporation. Our board of directors is authorized without further stocltholder
action:

+ to fix or alter the voting rights, powers, preferences and privileges, and the relative, participating,
optional or other rights, if any, and the qualifications, limitations or restrictions thereof, of any
wholly uniszued series of preferred stock;

+ to fix the number of shares constituting any such series and the designation thereof; and

+ to increase or decrease the number of shares of any series of preferred stock (but not below the
number of shares thereof then outstanding).

The Series C Preferred Stock will be a single series of our authorized preferred stock. When issued, the
Series C Preferred Stock will be fully paid and nonassessable. As of the date of this prospectus supplement,
we have outstanding 400,000 shares of Series A Preferred Stock and 485,000 shares of Series B Preferred
Stock.

The Series C Preferred Stock will not be convertible into, or exchangeable for, shares of any other class
or series of stock or other securities of C5C. The Series C Preferred Stock will not have any maturity date
and will not be subject to any sinking fund or other obligation of C5C to redeem or repurchase the Series C
Preferred Stock.

Shares of Series C Preferred Stock that are redeemed, purchased or otherwise acquired by CSC shall be
cancelled and shall revert to authorized but unissued shares of preferred stock undesignated as to series.

Additional Shares of Series C Preferred Stock and Additional Depositary Shares

We may in the future from time to time, without notice to or consent of the holder of Series C Preferred
Stock or the holders of the depositary shares, issue additional shares of the Series C Preferred Stock;
provided, that any such additional shares of Series C Preferred Stock are not treated as “disqualified
preferred stock” within the meaning of Section 105%{(f)(2) of the Internal Revenue Code and such additional
shares are otherwise treated as fungible with the Series C Preferred Stock offered hereby for U.5. federal
income tax purposes. The additional shares of Series C Preferred Stock would form a single series with the
Series C Preferred Stock offered hereby. In the event that we issue additional Series C Preferred Stack after
the date of initial izssuance, dividends on such additional shares may acerue from the date of initial issuance
or any other date we specify at the time such additional shares are issued. In the event we issue additional
shares of Series C Preferred Stock, we will issue a corresponding number of additional depositary shares.

Ranking
Shares of the Series C Preferred Stocl will rank:
+ menior to our junior stocly

+ egually with each other series of parity stock, including the Series A Preferred Stocl, the Series B
Proferred Stock and any other series of Series C Preferred Stock we may issue in the future; and

+ junior to any series of stock we may iszue in the future that ranks senior to the Series C Preferred
Stoclk in the payment of dividends and in the distribution of assets on any liquidation, dizsolution or
winding up of C5C, and to all of our exizting and future debr obligations.
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As used in this progpectus supplement, “junier stock” means our common stock and any other class or
serios of stocl of CEC hereafrer authorized over which the Series C Preferred Stock has preference or
priority in the payment of dividends or in the distribution of assets on any liquidation, dissclution or
winding up of C5C.

Ag used in this progpectus supplement, “parity stocl” means any other clazs or series of stock of CSC
that ranls on parity with the Series C Preforred Stock in the payment of dividends and in the distribution of
azsetz on any liguidation, dissclution or winding up of CSC. Az of the date of this prospectus supplement,
there are outstanding 400,000 shares of Series A Preforred Stock and 485 000 shares of Series B Preferred
Stoclk constituting parity stock.

Dividends
Dividends on the Series C Preferred Stock will not be cumulative. If our board of directors or a duly
authorized committes of our board of directors does not declare a dividend on the Series C Preferred Stock
in rezpect of a dividend period, then no dividend zhall be deemed to have acerued for such dividend pericd,
be payable on the applicable dividend payment date, or be cumulative, and we will have no obligation to
pay any dividend for that dividend period to the holder of Series C Preferred Stocl:, including the holders of
the depositary shares, and ne related distribution will be made on the depositary shares, whether or not our

board of directors or a duly authorized comminee of our board of directors declares a dividend on the Series
C Preferred Stock for any future dividend peried.

The holder of Series C Preferred Stock will be entitled to receive, when, as, and if declared by our board
of directors or a duly authorized committee of our board of directors, out of azsets legally available for the
payment of dividends under Delaware law, non-cumulative cazh dividends based on the liquidation
preforence of the Series C Proferred Stock at a rate equal to % per annum for each guarterly dividend
peried from the date of initial issuance of the Series C Preferred Stock.

If declared by our board of directors or a duly authorized committee of our board of directors, we will
pay dividends on the Series C Preferred Stocl, in arrears, on March 1, June 1, September 1 and December 1
of each year, beginning on December 1, 2015, each such date referred to as a dividend payment date,

If any date on which dividends would otherwize be payable iz not a business day, then the dividend
payment date will be the next businezs day without any adjustment to the ameount of dividends paid. A
“buziness day” means any day other than (i) a Saturday or Sunday or (ii) a day on which banling
institutions in San Francizeo, Califomnia or New York, Mew Yorl: are authorized or obligated by law or
executive order to close.

Dividends will be payable to holders of record of Series C Preferred Stocl as they appear on our stock
register at 5:00 p.m., New York City time, on the applicable record date, which shall be the 15th ralendar
day before the applicable dividend payment date, or such other record date, not exceeding 30 dayz before
the applicable dividend payment date, as shall be fixed by our board of directors or a duly authorized
committes of our board of directors. See “Description of Depositary Shares — Dividends and Other
Distributions.”

A dividend period is the period from, and including, a dividend payment date to, but excluding, the
next dividend payment date, except that the initial dividend period will commence on, and include, the date
of initial issuance of the Series C Preferred Stock. Dividends payable on the Series C Preferred Stocl: will be
computed on the basiz of 2 360-day year consisting of twelve 30-day months. Dollar amounts resulting
from that calculation will be rounded to the nearest cent, with one-half cent being rounded upwards.
Dividends on the Series C Preferred Stocl will cease to accrue on the redemption date, if any, as described
below under “— Redemption,” unless we default in the payment of the redemption price of the shares of the
Seriez C Preferred Stocl called for redemption,

We generally will be able to pay dividends and distributions upon liquidation, dissolution or winding
up only out of azsets legally available for such payment (after satisfaction of all claims for indebtedness and
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other non-equity claims). See "Description of Depositary Shares — Dividends and Other Distributions” for
information about dividends on the depozitary shares representing the Series C Preferred Stoclk.

Additionally, dividends on the Series C Preferred Stock will be subject to our receipt of required prior
approval by the Federal Reserve (or any successor bank regulatory authority that may become our
applicable federal banking ageney), if any, and to the satisfaction of conditions set forth in the capital
adequacy guidelines or regulations of the Federal Reserve (or any successor bank regulatory authority that
may become our applicable federal banking agency) applicable to dividends on the Series C Preferred
Stock, if any.

Dividend Stopper

During each dividend period while the Series C Preferred Stock is outstanding, unless the full
dividends for the immediately preceding dividend period on all outstanding shares of Series C Preferred
Stock have been declared and paid or declared and a sum sufficient for the payment thereof has been set
aside:

+ no dividend will be declared or paid or set aside for pavment and no distribution will be declared or
made or set aside for payment on any junior stock, other than:

+ a dividend payable solely in the junior stock, or

+ any dividend in connection with the implementation of a stockheolders' rights plan, or the
redemption or repurchasze of any rights under any such plan; and

+ no shares of junior ztock shall be repurchased, redeemed or otherwize acquired for consideration by
us, direetly or indirectly {nor shall any monies be paid to or made available for a sinking fund for the
redemption of any such securities by us) other than:

+ as a result of a reclazsification of junior stoek for or into other junior stock;
+ the exchange or conversion of one share of junior stock for or inte another share of junior stocly

+ through the use of the proceeds of a substantially contemporanecus sale of other shares of
junior stock;

+ purchases, redemptions or other acquisitions of shares of the junior stock in connection with
any employment contract, benefit plan or other similar arrangement with or for the benefit of
emplovees, officers, directors or consultants;

» purchases of shares of junior stocl pursuant to a contractually binding requirement to buy
junior stock existing prior to the preceding dividend periad, including under a contractually
binding stock repurchase plan; or

+ the purchase of fractional interests in shares of junior stock pursuant to the conversion or
exchange provisions of such stock or the security being converted or exchanged; and

+ no shares of parity stock shall be repurchased, redeemed or otherwise acquired for consideration by
CSC otherwize than pursuant to pro rata offers to purchase all, or a pro rata portion, of the Series C
Preferred Stock and such parity stock, unless such parity stock is repurchased, redeemed or acquired
for consideration by CSC in connection with any of the following:

+ as a result of a reclazsification of parity stocl for or into other parity stocls or junior stocls;

+ the exchange or conwversion of one share of parity stock for or into another share of parity stocl
or junior stoely or

+ through the use of the proceeds of a substantially contemperanecus sale of other shares of
parity stocl or junior stock,
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When dividends are not paid in full upon the shares of Series C Freferrad Stock and any parity stocle,
all dividends declared upon shares of Series C Freforred Stocl and any parity stock will be declared on a
proporticnal basis so that the amount of dividends declared per share will bear to each other the same rario
that accrued dividends for the then-current dividend period per share on Series C Freforred Stocl, and
accrued dividends, including any accumulations, on any parity stock, bear to each other.

Subject to the restrictions described above, dividends (payable in cash, stock or otherwise), as may be
determined by our board of directors or a duly authorized committes of our board of directors, may be
declared and paid on our common stock and any other stock ranling equally with or junior to the Series C
Preferred Stock from time to time out of any assets legally available for such payment, and the holder of
Series C Preferred Stock shall not be entitled to participate in any such dividend.

Redemption

The Series C Preferred Stock will not be subject to any mandatory redemption, sinking fund or other
similar provisions. Neither the holder of Series C Preferred Stock nor holders of depositary shares will have
the right to require the redemption or repurchase of the Series C Preferred Stock.

Optional Redemption

We may redeem the Series C Preferred Stock at our option, in whole or in part, from time to time, on
any dividend payment date on or after , 2020, at a redemption price equal to $1,000 per share
(equivalent to $25 per depositary share), plus any declared and unpaid dividends, without accumulation of
any undeclared dividends.

Redemption Following a Regulatory Capital Treatment Event

We may redeem shares of the Series C Preferred Stock at any time within 90 days following a
requlatory capital treatment event (defined below), in whole but not part, at a redemption price equal to
$1.000 per share {equivalent to $25 per depositary share), plus any declared and unpaid dividends, without
accurmilation of any undeclared dividends.

A "regulatory capital treatment event” means the good faith determination by CSC that, as a result of:

+ any amendment to, or change in, the laws or requlations of the United States or any political
subdivision of or in the United States that is enacted or becomes effective after the initial issuance of
any share of Series C Preferred Stock;

+ any proposed change in those laws or regulations that is announced after the initial issuance of any
share of Series C Preferred Stock; or

+ any officlal administrative decision or judicial decision or administrative action or other official
pronouncement interpreting or applying those laws or regulations that is announced after the initial
issuance of any share of Series C Preferred Stock,

there is more than an insubstantial risk that CSC will not be entitled to treat the full liquidation preference
of the shares of Series C Preferred Stock then outstanding as "additional Tier 1 Capital” (or its equivalent)
for purposes of the capital adequacy guidelines or regulations of the Federal Reserve (or any successor bank
requlatory authority that may become our applicable federal banking agency), as then in effect and
applicable, for as long as any share of Series C Preferred Stock is outstanding.

Redemption Procedures

If shares of the Series C Preferred Stock are to be redeemed pursuant to the terms described above
under "— Opticnal Redemption” or “— Redemption Following a Requlatory Capital Treatment Event,” the
notice of redemption shall be given by first class mail to the holder of record of the Series C Preferred Stock
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to be redeemed, mailed not less than 30 dayz nor more than 80 days prior to the date fixed for redemption
thereof (provided thart, if the helder of record iz DTC, notice may be given in any manner permitted by
DTC). Each notice of redemption will include a statement setting forth:

+ the redemption date;

+ the number of shares of the Series C Preferred Stack to be redeemed and, if less than all the shares
held by the holder are to be redeemed, the number of shares of Series C Preferred Stocl to be
redeemed from the holder;

+ the redemption price;

+ the place or places where the certificates evidencing shares of Series C Preferred Stock are to be
surrendered for payment of the redemption price; and

+ that dividends on the shares to be redeemed will ceasze to accrue on the redemption date.

If notice of redemption of any shares of Series C Preferred Stock has been duly given and if the funds
necessary for such redemption have been set azide by us for the benefit of the holders of any shares of
Seriez C Preferred Stocl so called for redemption, then, on and after the redemption date, dividends will
cease to acerue on such shares of Series C Preferred Stocls, such shares of Series C Preferred Stock shall ne
longer be deemed outstanding and all rights of the holders of such shares will terminate, excapt the right to
receive the redemption price, plus any declared and unpaid dividends, without accumulation of any
undeclared dividends. See “Description of Depozitary Shares — Redemption of Depositary Shares” for
information about redemption of the depositary shares representing the Series C Preferred Stock.

In caze of any redemption of only part of the shares of the Series C Preferred Stock at the time
outstanding, the shares to be redeemed shall be selected either pro rata or by lot. Subject to the provisions
hereof, our board of directors shall have full power and authority to prescribe the terms and conditions upon
which shares of Series C Preferred Stock shall be redeemed from time to time.

Any redemption of the Series C Preferred Stock will be subject to our receipt of required prior approval
by the Federal Reserve (or any successor bank requlatory authority that may become our applicable federal
banking agency), if any, and to the satisfaction of conditions set {orth in the capital adequacy guidelines or
requlations of the Federal Reserve (or any successor bank regulatory authority that may become our
applicable federal banking ageney) applicable to redemption of the Series C Preferred Stocls, if any.

Liguidation Rights

In the event we liguidate, dissolve or wind-up our business and affairs, either voluntarily or
involuntarily, holders of the Series C Preferred Stock are entitled to receive a liquidation distribution of
$1,000 per share (equivalent to $25 per depositary share), plus any declared and unpaid dividends, without
accurmulation of any undeclared dividends, before we malte any distribution of assets to the holders of our
common stock or any other class or series of stock ranking junior to the Series C Preferred Stock as to that
distribution. The holder of the Series C Preferred Stock will not be entitled 1o any other amounts from us
after it has received its full liquidation distribution.

In any =zuch distribution, if the azsetz of CSC are not sufficient to pay the liquidation distribution
described above in full to the holder of the Series C Freferred Stock and all holders of any clazs or series of
stocl ranking on parity with the Series C Prefarred Stock as to such distribution, the amounts paid 1o the
holder of Series C Preferred Stock and all holders of such parity stock will be paid pro rata in accordance
with the regpective aggregate liguidation distribution owed to those holders. If the liguidation dizstribution
described above has been paid in full to the holder of Series C Freferred Stock and the holders of such parity
stocly, the holders of any other class or series of stock ranking junior to the Series C Preferred Stoclt as to
such distribution shall be entitled to receive all remaining aszets of C2C according to their respective rights
and preferences.
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For purposes of this section, the sale, conveyance, exchange or transfer (for cash, shares of stock,
securitiez or other consideration) of all or substantially all of the property and aszets of CSC ghall not be
deemed a voluntary or inveluntary dissolution, liquidation or winding up of the affairs of CSC, nor shall the
merger, consolidation or any other business combination of any other corporation or person into or with
CEC be deemed to be a voluntary or inveluntary diszolution, liquidation or winding up of the affairs of CSC.

Because we are a holding company, our rights and the rights of our ereditors and our stoclkholders,
including the holder of the Series C Freferred Stocl, to participate in the assets of any of our subsidiaries
upon that subsidiary’s liquidation or recapitalization may be subject to the prior claims of that subzidiary's
creditors, except to the extent that we are a creditor with recognized claims against that subsidiary.

Voting Rights

The holder of the Series C Proferred Stock will have no voting rights, except as provided below or as
required by law.

Right to Elect Two Directors upon Nonpayment

Whenewver dividends payable on the shares of Series C Prefarred Stocl have not boen paid for six
quarterly dividend periods, whether or not consecutive, then the holder of the Seriez C Preferred Stoel: will
have the right, with holders of any other equally ranlked series of preferred stock that have similar voting
rights and on which dividends likewise have not been paid (the “Voting Parity Securities™), voting togethar
az a class, at a special meeting called at the request of the holders of at least 20% of the voting power of
Seriez C Preferred Stocl and any Voting Parity Securities {unlezs such request for a special meeting is
received less than 90 calendar days before the date fixed for the next annual or special meeting of our
stockhelders, in which event such election shall be held only at such next annual or special mesting of cur
stoclholders) or at our next annual or special meeting of our stockholders, to elect two additional directors
to our board of directors; provided, that the election of any such director does not cause us to violate the
applicable corporate governance requirements of the exchange or trading marlket where our common stock
iz then lizted or quoted, as the caze may be. At any meeting held for the purpose of electing such directors,
the prezence in porzon or by proxy of the holders of shares representing at least a majority of the voting
power of the Series C Preferred Stock and any Voting Farity Securities, voting together as a class, shall be
required to conatitute a querum of such shares. The affirmative vote of the holders of the Series C Freforred
Stoclk and the holders of any Voting Parity Securitiez, voting together as a class, representing a majority of
the voting power of such shares present at such meeting, in person or by proxy, shall be sufficiont to elect
any such director.

Immediately prior to the election of any such directors, the number of directors that comprise our
board of directors shall be increased by two. Such voting rights and the term of the additional directors so
elected will continue until:

+ pontinueus non-cumulative dividends for at least four consecutive gquarterly dividend periods; and
+ cumulative dividends, if any, payable for all past dividend periods,

shall have been paid, or declared and =et aside for payment, in full, on all cutstanding shares of Sories C
Proferred Stock or the Voting Parity Securities entitled thereto. At that point, the right 1o elect additional
directors terminates and the terms of office of the two additional directars so elected will terminate
immediately, and the number of directors shall be reduced by two and such woting rights of the holders of
the Series C Preferred Stocl and any Voting Parity Securities will ceaze, subject to any increaze in the
number of directors as described above due to the revesting of such voting rights in the event of each and
every additional failure in the payment of dividends for six quarterly dividend periods, whether or not
consecutive, as deseribed above.

The helder of Series C Preferred Stock, together with holders of any Voting Parity Securities, voting
together as a clasz, may remove any director they elected. Any vacancy created by the remowval of any such
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director may be filled only by the vote of the holders of the Series C Freferred Stock and any Voting Parity
Securities, voting together as a clasz. If the office of either such director becomes vacant for any reason
other than remowal, the remaining director may chooze a suceessor who will hold office for the unexpired
term of the vacant cffice. In the event that beth offices are vacant, the helder of Series C Preferred Steck
and the holders of any Voting Parity Securities may, as set forth abowve, call a special meeting and elect such
directors at such special meeting, or eleet such directors at our next annual or special meeting of our
stoclkheolders.

The number of wotes that each share of Series C Preferred Stocl and any stock ranking equally with the
Series C Preferred Stocl participating in the vetes described above will be in proportion to the liguidation
preforence of such share.

Under regulations adopted by the Federal Rezerve, if the holders of any series of preforred stock are or
become entitled to vote for the election of directors, such series will be deemed a “rlazs of voting securities”
and a company holding 25% or more of the series, or 10% or more if it otherwise exercises a “controlling
influence” over us, may then be subject to regulation as a savings and loan holding company in accordance
with the Home Owners' Loan Act of 1933, as amended. In addition, at the time the zeries is deemed a class
of voting securities,

+ any other zavings and loan holding company may be required to obtain the approval of the Federal
Eezerve (or any successor bank regqulatory authority that may become our applicable faderal banking
agency) to acquire or retain more than 5% of that series; and

+ any other persons other than a zavings and loan helding company may be required to obtain the
non-objection of the Federal Reserve (or any succezsor bank regulatory authority that may become
our applicable federal banking agencey) to acquire or retain 10% or more of that series.

Other Voting Rights

So long as any shares of Seriez C Preferred Stocl: remain outstanding, the affirmative vote or consent
of the holders of at least two-thirds of all outstanding shares of the Series C FPreferred Stock voting
separately as a class, shall be required 1o

+ amend, alter or repeal the provisions of CSC's cortificate of incorperation (ineluding the certificate of
designation creating the Series C Preferred Stock), or CSC's bylaws, whether by merger,
conzolidation or otherwise, so as to adversely affect the powers, preferences, privileges or special
rights of the Series C Proferred Stock; provided, that any of the following will not be deemed to
advarsely affect such powers, preferences, privileges or spacial righta:

+ increaszes in the amount of the authorized common stock or, except as provided below, preferred
stock;

+ increaszes or decreases in the number of shares of any zeries of preferred stock ranking equally
with or junior to the Series C Preferred Stock; or

+ the authorization, creation and issuance of other classes or series of capital stock (or securities
convertible or exchangeable into such capital stock) ranking equally with or junior to the Series
C Preferred Stock:

+ amend or alter C8C'z certificate of incorporation to authorize or inerease the authorized amount of or
izzue shares of any clazs or series of senior stock, or reclassify any of our authorized capiral stock
into any such shares of senior stock or iszue anv obligation or zecurity convertible into or evidencing
the right 1o purchase any such shares of senior stock; or
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+ ponzummate a hinding share exchange, a reclassification involving the Series C Freforred Stocl or a
merger or consolidation of us with or into another entity; provided, however, that the holder of Series
C Preferred Stock will have no right to vote under this provizion or otherwize under Delaware law if
in each casze:

+ the Series C Freferred Stock remains cutstanding or, in the casze of any such merger or
consolidation with respect to which we are not the surviving or resulting entity, is converted
into or exchanged for preferred securities of the surviving or resulting entity (or its ultimare
parent) that is an entity organized and existing under the laws of the United States, any state
thereaf ar the Distriet of Columbia; and

+ the Series C Frefoerred Stock remaining outstanding or the new preferred securities, az the case
may be, have such powers, preferences and special rights as are not materially less favorable to
the holders thereof than the powers, preferences and special rights of the Series C Preferred
Stock.

As used above under “Description of Series C Preferred Stock — Voting Rights”, “senior stock” means
any other class or series of stock of C3C ranking senior to the Series C Preferred Stock with rezpect 1o
payment of dividends or the distribution of azsets upon liquidation, diszelution or winding up of C5C. As of
the date of this prospectus zupplement, there is no existing senior stocl,

The foregoing voting provizions will not apply if, at or prior to the time when the act with respect to
which such vote would otherwize be required shall be offected, all outstanding shares of Series C Freferred
Stocl zhall have been redeemed or called for redemption in accordance with the provizions deseribed above
upon proper notice and sufficient funds shall have been zet aside by us for the benefit of the holder of the
Series C Preferred Stoclt to effect such redemption.

See “Description of Depositary Shares - Voting the Series C Preferred Stock” for information about
voting of the depositary shares reprezenting the Series C Preferred Stock.

Registrar

Waells Farge Banlk, Mational Association will be the registrar, dividend disbursing agent and
redemption agent for the Series C Preferred Stock.
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DESCRIPTION OF DEPOSITARY SHARES

In this prospectus supplement, references to *holders” of depositary shares mean those who own
depositary shares regiztered in their own names, on the bools that we or the depositary maintain for this
purpose, and not indirect holders who own beneficial interestz in depositary shares registered in street
name or issued in bool-entry form through DTC. Please review the special considerations that apply to
indirect holders described in the “Book-Entry Issuance” section of this prospectus supplement.

This prospectus supplement summarizes specific terms and provisions of the depositary shares
representing the Series C Preferred Stock. As described above under “Description of Series C Preferred
Stock” and elsewhere in this prospectus supplement, we are issuing fractional interests in shares of the
Series C Preferred Stock in the form of depositary shares. Each depositary share will represent a 1/40th
ownership interest in a share of the Series C Preferred Stock, and will be evidenced by a depositary receipt.
The shares of Series C Preferred Stock represented by depositary shares will be deposited under a deposit
agreement among C3C, Wells Fargo Bank, National Association, as registrar and depositary, and the
holders from time to time of the depositary receipts evidencing the depositary shares. Subject to the terms
of the deposit agreement, each holder of a depositary share will be entitled, through the depositary, in
proportion to the applicable fraction of a share of Series C Preferred Stock represented by such depositary
share, to all the rights and preferences of the Series C Preferred Stock represented thereby (including
dividend, redemption, liquidation and voting rights).

Immediately following the issuance of the Series C Preferred Stock, we will deposit the Series C
Preferred Stock with the depositary, which will then issue the depositary shares to the underwriters. Copies
of the forms of deposit agreement and the depositary receipt may be cbtained from us upon request and in
the manner described in the “Where You Can Find More Information” section of the accompanying
prospectus.

Dividends and Other Distributions

The depositary will distribute any cash dividends or other cash distributions received in respect of the
deposited Series C Preferred Stock to the record holders of depositary shares representing the Series C
Preferred Stock represented thereby in proportion to the number of depositary shares held by the holders.
The depositary will distribute any property received by it other than cash to the record holders of depositary
shares entitled to thosze distributions, unless it determines that the distribution cannot be made
proportionally among those holders or that it is not feasible to make a distribution (including any
requirement that CSC or the depositary withheold an amount on account of taxes). In that event, the
depositary may, with C5C's approval, adopt a method as it deems equitable and practicable for purposes of
effecting the distribution, including selling the property (at a public or private sale) and distributing the net

proceeds from the sale to the holders of the depositary shares in proportion to the number of depositary
shares they hold.

Record dates for the payment of dividends and other matters relating to the depositary shares will be
the same as the corresponding record dates for the Series C Preferred Stocl.

The amounts distributed to holders of depozitary shares will be reduced by any amounts required to be
withheld by the depositary or by C3C on account of taxes or other governmental charges.

Redemption of Depositary Shares

If we redeem the Series C Preferred Stock represented by the depositary shares, the depositary shares
will be redesmed from the proceeds received by the depositary resulting from the redemption of the Series
C Preferred Stock held by the depositary, The redemption price per depozitary share will be equal to 1,/40th
of the redemption price per share payable with respect 1o the Series C Freforred Stock (or $25 per
depositary share), plus any declared and unpaid dividends, without aceumulation of any undeclared
dividends. Whenewver we redearn shares of Series C Preferred Stock held by the depositary, the depositary
will redeem, az of the same redemption date, the number of depositary sharez representing shares of Seriesz
C Preferred Stock so redeemed.
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In caze of any redemption of less than all of the cutstanding depositary shares, the depositary shares to
be redesmed will be zelected by the depositary pro rata or by lot. In any such case, the depozitary will
redeem depositary shares only in increments of 40 shares and any multiple therect.

Liquidation Preference

In the event that we liquidate, dizsolve or wind-up cur business and affairs, either voluntarily or
involuntarily, each helder of a depositary share will be entitled 10 receive a liquidation distribution of $25
per depositary share, plus any declared and unpaid dividends, without aceumulation of any undeclared
dividends, before we make any diztribution of azsetz to the holders of our common stock or any other clazs
or series of stock ranking junicr to the Series C Preferred Stock az 1o that distribution.

Voting the Series C Preferred Stock

When the depositary receives notice of any meeting at which the holderz of the Series C Preferred
Stoclk are entitled 1o vote, the depositary will mail {or otherwise transmit by an authorized method) the
information contained in the notice to the record holders of the depositary shares representing the Series
Proferred Stock. Each record holder of the depositary sharez on the record date, which will be the zame date
az the record date for the Series C Preferred Stocl, may instruct the depositary to vote the amount of the
Seriez C Preferred Stocl represented by the holder's depozitary shares. To the extent possible, the
depositary will vote the amount of the Seriez C Preforred Stock represented by depositary shares in
accordance with the instructions it receives. CSC will agree to take all reasonable actions that the
depositary determines are necessary to enable the depositary to vote az instructed. If the depositary does
not receive spocific instructions from the holders of any depositary shares representing the Series C
Proferred Stock, it will vote all depositary shares of that zeries held by it proportionately with instructions
received.

Listing

We intend to apply to list the depesitary shares on the NYSE. I the application is approved, we expoct
trading to begin within 30 dayz of the initial delivery of the depositary shares. We do not expect that there
will be any separate public trading market for the shares of the Series C Preferred Stock except as
reprezented by the depositary shares.

Form of Depositary Shares

The depositary shares shall be izsued in book-entry form through DTC, as deseribed in “Bool-Entry
Issuance.” The Series C Preferred Stock will be issued in registered form to the depositary as described in
“Description of Series C Preferred Stock.”
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EOOE-ENTRY ISSUANCE

DTC will act as zecurities depositary for all of the depositary shares. We will issue the depositary
shares only as fully-registered securities registered in the name of Cede & Co. (DTC s nominee). We will
izzue and deposit with DTC one or more fully-registered global certificates for the depositary shares
reprezenting, in the aggregate, the total number of the depositary shares to be 2o0ld in this offering.

DTC has advised us that it is a limited purpose trust company organized under the New York Banking
Law, a banking organization under the meaning of the New York Banking Law, a member of the Federal
Reserve System, a clearing corporation under the meaning of the New York Uniform Commercial Code,
and a clearing agency registered under the provisions of Section 174 of the Exchange Act. DTC holds
securities that its participants deposit with DTC. DTC also facilitates the settlement among participants of
securities transactions, like transfers and pledges, in deposited securities through electronic computerized
book-entry changes in the participants’ accounts, eliminating in this manner the need for physical
movement of securities certificates, Direct participants include securities brokers and dealers, banls, trust
companies, clearing corporations and other organizations, DTC is owned by a number of its direct
participants and by the New York Stock Exchange, Ine. and the Financial Industry Regulatory Authority,
Inc. Others, like securities brokers and dealers, banks and trust companies that clear through or maintain
custodial relationships with direct participants, either directly or indirectly, are indirect participants and
also have access to the DTC system. The rules applicable to DTC and its participants are on file with the
SEC.

Clearstream has adwvised us that it iz incorporated under the laws of Luzembourg as a professional
depositary. Clearstream holds securities for its participants and facilitates the clearance and settlement of
securities transactions between its participants through electronic boolk-entry transfers between their
accounts. Clearstream provides its participants with, among other things, services for safekeeping,
administration, clearance and settlement of internationally traded securities and securities lending and
borrowing. Clearstream interfaces with domestic securities markets in several countries through
established depository and custodial relationships. &s a professional depositary, Clearstream is subject to
requlation by the Luxembourg Commission for the Supervision of the Financial Sector, also known as the
Commission de Surveillance du Secteur Financier. Clearstream participants are recognized financial
institutions around the world, including underwriters, securities brokers and dealers, banlks, trust
companies, clearing corporations and other organizations. Clearstream’s participants in the U.5. are limited
to securities brokers and dealers and banks. Indirect access to Clearstream is also available to other
institutions such as banks, brokers, dealers and trust companies that clear through or maintain a custodial
relationship with Clearstream participants. Distributions with respect to interests in global securities held
through Clearstream will be credited ta cash accounts of its customers in accordance with its rules and
procedures, to the extent received by the U.5. depositary for Clearstream.

Euroclear has advised us that it was created in 1968 to hold securities for its participants and to clear
and settle transactions between Euroclear participants through simultaneous electronic book-entry delivery
againat payment, thereby eliminating the need for physical movement of certificates and any risk from lack
of simultaneous transfers of securities and cash. Euroclear provides various other services, including
securities lending and borrowing, and interfaces with domestic markets in several countries. Euroclear is
operated by Euroclear Bank S.A. /N.V. (the "Euroclear operator”) under contract with Euroclear ple, a UK.
corporation. Eurcclear participants include banks, including central banks, securities brokers and dealers
and other professional financial intermediaries. Indirect access to Euroclear is also available to other firms
that clear through or maintain a custodial relationship with a Eurcclear participant, either directly or
indirectly.

Purchases of depositary shares within the DTC system must be made by or through direct participants,
who will receive a credit for the depositary shares on DTC's records. The ownership interest of each actual
purchaser of each depositary share is in turn to be recorded on the direct and indirect participants’ records.
DTC will not zend written confirmation to beneficial owners of their purchazes, but beneficial owners are
expected to receive written confirmations providing details of the transactions, as well as periodic
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statements of their holdings, from the direct or indirect participants through which the beneficial owners
purchased depositary shares. Transferz of ownership interests in the depositary shares are to be
accomplizhed by entries made on the boolts of participants acting on behalf of beneficial owners, Beneficial
owners will not receive certificates representing their ownership interests in depositary shares, unless the
bock-entry system for the depositary shares iz discontinued. Interests held through Clearstream and
Euroclear will be recorded on DTC's bools as being held by the 1.5, depositary for each of Clearstream and
Euroclear, which U.S. depozitaries will in turn hold interests on behalf of their participants’ customers’
securities accounts,

DTC has no knowledge of the actual beneficial owners of the depositary shares. DTC's records reflect
only the identity of the direct participants to whose accounts the depositary shares are credited, which may
or may not be the beneficial ownersz. The participants will remain responsible for keeping account of their
holdings on behalf of their customers.

Conveyance of notices and other communications by DTC to divect participants, by direct participants
to indirect participants, and by direct participants and indirect participants to beneficial owners and the
voting rights of direct participants, indirect participants and beneficial owners, subject to any statutory or
regqulatory requirements as is in effect from time to time, will be governed by arrangements among them.

We will send redemption notices to Cede & Co. as the registered holder of the depositary shares. If less
than all of these depositary shares are redeemed, DTC's current practice is to determine by lot the amount
of the interest of each direct participant to be redeemed.

Although voting on the depositary shares iz limited to the holders of record of the depositary shares, in
those instances in which a vote is required, neither DTC nor Cede & Co. will itself consent or vote on
depositary shares. Under its usual procedures, DTC would mail an omnibus proxy to us as soon as possible
after the record date. The omnibus proxy assigns Cede & Co.'s consenting or voting rights to direct
participants for whose accounts the depositary shares are credited on the record date (identified in a listing
attached to the omnibus proxy).

We will make distribution payments on the depositary shares to DTC. DTC's practice is to credit direct
participants’ accounts on the relevant payment date in accordance with their respective holdings shown on
DTC's records unless DTC has reason to believe that it will not receive payments on the payment date.
Standing instructions and customary practices will govern payments from participants to beneficial owners.
Subject to any statutory or regulatory requirements, participants, and neither DTC nor we, will be
responsible for the payment. We and any paying agent will be responsible for payment of distributions to
DTC. Direct and indirect participants are responsible for the disbursement of the payments to the beneficial
owners.

DTC may discontinue providing its services as securities depositary on any of the depositary shares at
any time by giving reasonable notice to us. If a successor securities depositary is not obtained, final
depositary shares certificates must be printed and delivered. We may at our option decide to discontinue
the use of the system of book-entry transfers through DTC (or a successor depositary). After an event of
default, the holders of a majority in liquidation preference or aggregate prineipal amount of depositary
shares may discontinue the system of bock-entry transfers through DTC. In this case, final certificates for

the depositary shares will be printed and delivered.

We have cbtained the information in this section about DTC and DTC's baok-entry system from
sources that we believe ta be accurate, but we assume no responsibility for the accuracy of the information.
We have no responsibility for the performance by DTC or its participants of their respective obligations as
described in this prospectus supplement or under the rules and procedures governing their respective
operations.

“Beneficial owner” refers to the ownership interest of each actual purchaser of each depositary share.

“Diirect participants” refors to securities brolkers and dealers, banks, trust companies, clearing
corporations and other organizations whe, with the New York Stoclt Exchange, Ine. and the Finaneial
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Industry Regulatory Authority, Ine., own DTC. Purchases of depositary shares within the DTC system must
be made by or through direct participants who will receive a credit for the depositary shares on DTC's

records.

“Indirect participants” refers to others, lilke securities brokers and dealers, banks and trust companies
that clear through or maintain custodial relationzhips with direct participants, either directly or indirectly,
and who also have access to the DTC systom.
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CERTAIN MATERIAL U.5. FEDERAL INCOME TAX CONSIDERATIONS

The following i a summary of the principal U.2. federal income tax consequences relevant 1o the
purchase, ownership and disposition of the depositary shares. The summary is limited to taxpayers who will
hold the depesitary shares as “capital assets” (generally, assets held for investment) and who purchaze the
depositary shares in the initial offering at the initial offering price.

Beneficial owners of depozitary shares will be treated as owners of the underlying Series C Proferrad
Stocl for 1.8, federal income tax purposes,

The following summary iz based upon current provisions of the Internal Revenue Code of 1986, as
amended (the “Code™), Treazury regulations and judicial or administrative authority, all of which are subject
to change, possibly with retroactive effect.

State, local and foreign tax consequences are not summarized, nor are tax congequences to gpocial
classes of investors including, but not limited to, tax-exempt crganizations, insurance companies, banks or
other financial institutions, partnerships or other entities classified as partnerships for U.S. federal income
tax purposes, dealers in securities or currencies, regulated investment companies, real estate investment
trusts, 1.5, holders (az defined below) whose funetional currency is not the U.S. dollar, U.S. expartriates,
perzons liable for the alternative minimum tax, traders in zecurities that elect to use a mark-to-marlet
method of accounting for their securities holdings, and persons that will hold the depositary shares az a
position in a hedging transaction, “straddle,” “conversion transaction” or other risk reduction transaction.
Tax conseqguences may vary depending upon the particular status of an investor,

If a partmership (or other entity treated az a partnership for U.S. federal income tax purposes) holds the
depositary shares, the tax treatment of a partner generally will depend upon the status of the partner and
the activities of the partnership. A partner and the partnerzhip helding the depositary shares should consult
his, her or its tax advisors regarding the tax considerations of acquiring, holding and dizsposing of the
depositary shares.

THIS SUMMARY IS FOR GENERAL INFORMATION ONLY AND IS NOT INTENDED TO
CONSTITUTE A COMPLETE DESCRIPTION OF ALL TAX CONSEQUENCES FOR HOLDERS RELATING
TO THE PURCHASE, OWNERSHIP AND DISPOSITION OF OUR DEPOSITARY SHARES. PROSPECTIVE
HOLDERS OF OUR DEPOSITARY SHARES SHOULD CONSULT WITH THEIR TAX ADVISORS
REGARDING THE TAX CONSEQUENCES TO THEM (INCLUDING THE APPLICATION AND EFFECT
OF ANY STATE, LOCAL, FOREIGN INCOME AND OTHER TAX LAWS) OF THE FPURCHASE,
COWHNERSHIP AND DISPOSITION OF OUR DEPOSITARY SHARES.

U.5. Holders

The discussion in this section applies to yvou if vou are a 1.8, holder, which for this purpoze means a
beneficial owner of depositary shares who or that is, for U.S. federal income tax purpozes:

+ an individual citizen or resident of the U.5.,

+ acorporation {(or other entity treated as a corporation for U .8, federal tax purposes) created or
organized in or under the laws of the U.S. or of any state thereof or the District of Columbia,

+ an estate the income of which is subject te 1.8, federal income taxation regardless of itz zource, or

« artrust (2) if a court within the 1.5, is able to exercise primary supervizion over its administration
and one or more U.5. perzons have the authority to control all of its substantial decisions or (b) that
wasg in existence on Auguset 20, 1996 and has a valid election in effect under applicable Treasury
regqulations to be treated as a 1.5, person.
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If you are not a U5, holder, this discuzsion does not apply to you and yeu should refer to “—MNon 1.5,
Holders" below.

Distributions
You will be taxed on distributions with respect to the depositary shares as dividend income to the
extent paid out of our current ar accumulated earnings and profits for U.5. federal income tax purposes. If

you are taxed as a corporation, except as described in the remainder of this subsection, dividends generally
will be eligible for the 70% dividends-received deduction.

To the extent that the amount of a distribution with respect to the depositary shares exceeds our
current or accumulated earnings and profits, such distribution will be treated firat as a tax-free return of
capital to the extent of the U.5. holder's adjusted tax basis in such depositary shares, and thereafter as
capital gain. You would be required to reduce your tax basis (but not below zera) in the depositary shares by
the amount of the distribution. If you are a corporation, you would not be entitled to a dividends-received
deduction on the portion of a distribution that exceeds your tax basis in the depositary shares.

If you are a non-corporate U.5. holder, distributions constituting dividend income will generally
represent “qualified dividend income,” which will be subject to taxation at a maximum rate of 20% (ora
lowrer rate for holders in certain tax braclkets). In order to abtain qualified dividend treatment, the non-
corporate .5, holder must hold the depositary shares for more than 60 days during the 121-day period
beginning on the date that is 60 days before the date on which the depositary shares become ex-dividend
with respect to the dividend. A non-corporate U.S. holder may not count toward this minimurm helding
peried any period in which the U.5. holder has, among other things, entered into positions that hedge its
position in the depositary shares.

If you are a corporate U5, holder, you may net be entitled to take the 70% dividends-received
deduction in all cireumstances and, even if you are so entitled, you may be subject to special rules in
respect of your ownerzhip of the depositary shares. Frospective corporate investors in depositary shares
should consider the effect of:

+ Section 2464 of the Code, which reduces the dividends-received deduction allowed to a corporate
stoclholder that has incurred indebtedness that is “directly attributable” to an investment in
portiolio stock such as depositary shares;

+ Section 246(c) of the Code, which, among other things, disallows the dividends-received deduction
in respect of any dividend on a share of stock that is held for less than the minimum holding pericd
(generally at least 46 days during the 91-day period beginning on the date which is 45 days before
the date on which such share becomes ex-dividend with respect to such dividend). A corporate U5,
holder may not count toward this minimurm helding period any period in which the U.5. holder has,
among other things, entered into positions that hedge its position in the depositary shares; and

+ Section 1059 of the Code, which, under certain circumstances, reduces the basis of stock for
purposes of caleulating gain or loss in a subsequent disposition by the portion of any “extracrdinary

dividend" (as defined belaw) that is eligible for the dividends-received deduction.

If you are a corporate U.5. holder, you will be required to reduce your tax basis (but not below zero) in
the depositary shares by the nontaxed portion of any “extracrdinary dividend” if you have not held your
stock for more than two years before the earliest of the date such dividend is declared, announced, or
agreed. Generally, the nontaxed portion of an extracrdinary dividend is the amount excluded from income
by operation of the dividends-received deduction. An extracrdinary dividend on the depositary shares
generally would be a dividend that:

+ equals or exceeds 5% of your adjusted tax basis in the depositary shares, treating all dividends
having ex-dividend dates within an 85-day period as one dividend; or

+ exceeds 20% of wvour adjusted tax basis in the depositary shares, treating all dividends having ex-
dividend dates within a 365-day period as one dividend.
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In determining whether a dividend paid on the depositary shares iz an extracrdinary dividend, vou
may elect to substitute the fair marlet value of the depositary shares for their tax bazis for purposes of
applying these tests if the fair marlet value as of the day before the ex-dividend date iz established to the
satisfaction of the Secretary of the Treasury. An extracrdinary dividend also includes any amount treated as
a dividend in the case of a redemption that iz either non-pro rata as to all stockholders or in partial
liquidation of the company, regardless of your helding period and regardless of the size of the dividend.
Any part of the nontaxed portion of an extracrdinary dividend that iz not applied to reduce your tax basis as
a result of the limitation on reducing vour basis below zero would be treated as capital gain and would be
recognized in the taxable year in which the extracrdinary dividend is received.

¥ou should consult your tax advizor with rezpect to the possible application of the extracrdinary
dividend provisions of the 1.5, federal income tax law to your ownership or disposition of the depositary
shares in your particular circumstances,

Dispositions

You generally will recognize capital gain or loss on a sale or exchange of the depositary shares equal to
the difference between the amount realized upon the sale or exchange and your adjusted tax basis in the
shares sold or exchanged. Such gain or loss generally will be long-term capital gain or loss if the depositary
shares have been held for more than one year, although if you are a non-corporate U.S, holder that has
received an “extracrdinary dividend” on the depositary shares (as described above), you will be required to
treat any loss on the sale of the depositary shares as a long-term capital lozs to the extent of the
extracrdinary dividends received that qualified for treatment as qualified dividend income. Long-term
capital gain of a non-corporate U.5. holder is generally taxed at preferential rates where the holder has a
holding period greater than one year. The deductibility of capital losses is subject to significant limitationa.

If we redeem vour depositary shares, it generally would be a taxable event. You would be treated as if
vou had sold your depositary shares rather than received a distribution if the redemption:

+ results in a complete termination of your stock interest in us;
+ is substantially disproportionate with respect to you; or
+ is not essentially equivalent to a dividend with respect to you.

In determining whether any of these tests has been met, shares of stock conzidered to be awned by yvou
by reason of certain constructive ownership rules set forth in Section 318 of the Code, as well as shares
actually owned, must be taken into account. A redemption payment made to a U.5. holder will be “not
essentially equivalent to a dividend” if it resultz in a "meaningful reduction” in the U.5. holder's aggregate
stocl interest in us. Because the determination as to whether any of theze three tests will be met with
respect to any particular U.5. holder will depend upon the facts and circumstances at the time that the
determination must be made, U.S. holders are advised to consult their own tax advisors regarding the tax
treatment of a redemption.

If we redeermn your depositary shares in a redemption that meets one of the tests described above, you
generally would recognize capital gain or loss equal to the sum of the amount of cash and fair market value
of property {other than stock of us or a successor to us) received by vou less your adjusted tax basis in the
depositary shares. This gain or loss would be long-term capital gain or capital loss if you have held the
depositary shares for more than one year. Any amounts paid to satisfy unpaid dividends that were declared
prior to redemption will be treated as dividend income to you to the extent paid out of our current or
accumulated earnings and profits (as described above) and not as income paid in cancellation or
redermnption of the Series C Preferred Stocl.

If a redemption does not meet any of the tests deseribed above, you generally would be taxed on the
cash and fair market value of the property you receive az a dividend to the extent paid out of our current or
accumulated earnings and prefits. Any amount in exceszs of our current or accumulated earnings and profits
would first reduce your tax basis (but not below zero) in the depesitary shares and thereafrer would be
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treated as capital gain. If a redemption of the depositary shares is treated as a distribution that is taxable as
a dividend, you should consult with your own tax advisor regarding the allocation of your basis between the
redeemed and any remaining depositary shares,

Medicare Tax

A TU.E holder that is an individual or estate, or a trust that does not fall into a special class of trusts that
is exemnpt from such tax, will be subject to a 3.8% Medicare tax on the lesser of (1) the U.5. holder's “net
investment income” {or undistributed “net investment income” in the case of an estate or trust) for the
relevant taxable yvear and (2) the excess of the U.5. holder's modified adjusted gross income for the taxable
vear over a certain threshold (which in the case of individuals will be between $125,000 and $250,000,
depending on the individual's circumsatances). & U.8, holder's net investment income generally will include
its dividend income and its net gains from the disposition of the depositary shares, unless such dividend
income or net gains are derived in the ordinary course of the conduct of a trade or business (other than a
trade or business that conasists of certain passive or trading activities). If you are a U.5. holder that is an
individual, estate or trust, you are urged to consult your tax advisors regarding the applicability of the
Medicare tax to your income and gains in respect of your investment in the depositary shares,

Information Reporting and Backup Withholding on U.S. Holders

In general, if you are a non-corporate U.5. holder, dividend payments, or other taxable distributions,
made on your depozitary shares, as well as the payment of the proceeds from the sale or redemption of vour
depositary shares that are made within the U.8., will be zubject to information reporting requirements.
Additionally, baclup withhelding (currently at a rate of 28%) generally will apply to such payments if vou
are a non-corporate U.5, holder and vou:

+ fail to provide an accurate taxpayer identification number;

+ are notified by the Internal Revenue Service that you have failed to report all interest or dividends
required to be shown on your U.5. federal income tax returns; or

+ in certain circumstances, fail to comply with applicable certification requirements.

If you zell your depositary shares outside the U5, through a non-1.5. office of a non-1.5. broker, and
the sales proceeds are paid to you outzide the .5, then 1.5, backup withholding and information reporting
requirements generally will not apply to that payment. Howewver, U.8. information reporting will apply to a
payment of sales proceeds, even if that payment iz made outside the U.5., if you sell your depositary shares
through a non-1.5. office of a broler that is:

+ all.5 person;
+ acontrolled foreign corporation for U.S. tax purposes;

+ aforeign person 50% or more of whose gross income is effectively connected with the conduct of a
U.5. trade or business for a specified three-vear period; or

+ aforeign partnership, if at any time during its tax year:

+ one or more of its partners are U.S. persons who in the aggregate hold more than 50% of the
income or capital interest in the partnership; or

+ such foreign partnership is engaged in the conduct of 2 U.5. trade or business,

Baclup withholding will apply if the sale is subject to information reporting and the brolker hasz actual
lnowledge that you are a U.5. person. You generally may cbtain a refund of any amounts withheld under
the U.5. backup withhelding rules that exceed your income tax liability by filing a refund elaim with the
Internal Revenue Service and providing the required information in a timely manner,
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Non-U.5. Holders

The discussion in thiz section applies to yvou if vou are a non-U.8. holder, which for this purpose means
a beneficial owner of depositary shares who or that is, for U.S. federal income tax purposes:

+ anonresident alien individual;
+ aforeign corporation; or

+ anestate or trust that in either caze iz not subject to 1.5, federal income tax on a net income basis on
income or gain from the depositary shares,

Dividends

Except as described below, if you are a non-U.5. holder of depositary shares, dividends paid to you to
the extent of our current or accumulated sarnings and profits are subject to withholding of U.5. federal
income tax at a 30% rate or at a lower rate if you are eligible for the benefitz of an income tax treaty that
provides for a lower rate. Even if you are eligible for a lower treaty rate, the applicable withhelding agent
generally will be required 1o withhold at a 30% rate (rather than the lower treaty rate) on dividend payments
to you, unleszs vou have properly furnished:

+ awvalid Internal Revenue Service Form W-8BEN, W-BBEN-E or an acceptable substitute form upon
which you certify, under penalties of porjury, vour status as a person who is not a .5, person and
your entitlement to the lower treaty rate with respect to such payments; or

+ in the case of payments made outzide the U.5. to an offshore account (generally, an account
maintained by you at an office or branch of a bank or other finaneial institution at any location
outzide the U.5.), other documentary evidence establizshing vour entitlement to the lower treaty rate
in accordanee with Treasury regulations.

If you are eligible for a reduced rate of 1.5, withholding tax under a tax treaty, you may obtain a refund
of any amounts withheld in excess of that rate by filing a refund claim with the Internal Revenue Service,

If dividends paid to you are “effectively connected” with your conduct of a rrade or business within the
U.5., and, if required by a tax treaty, the dividends are attributable to a permanent establishment that you
maintain in the .5, the applicable withholding agent is generally not required to withhold tax from the
dividends, provided that you have properly furnished a walid Internal Revenue Service Form W-8ECI or an
acceptable substitute form upon which you certify, under penalties of perjury, that:

+ youare not a U5, person; and

+ the dividends are effectively connected with vour conduct of a trade or buziness within the U.5. and
are includible in your grozs income,

“Effectively connected” dividends are taxed at the same graduated U.5. federal income tax rates
applicable to U.5. citizens, resident aliens and domestic corporations. If yvou are a corporate non-1.5.
holder, “effectively connected” dividends that you receive may, under certain circumstances, be subject to
an additional "branch profits tax” at a 30% rate or at a lower rate if you are eligible for the benefits of an
income tax treaty that provides for a lower rate.

Dispositions

If you are a non-U_8. helder, you generally will not be subject to 1.5, federal income tax on gain that
you recognize on a sale, exchange, redemption or other taxable disposition of depositary sharesz unless:

+ the gain is “effectively connected” with your conduet of a trade or businesz in the .S, ("ECI"), and
the gain is atrributable to a permanent eztablishment that vou maintain in the 7.8, if that is required
by an applicable income tax treaty as a condition for subjecting vou to U.S. taxation on a net income
basiz at the regular graduated rates and in the manner applicable to U.S. persons;
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+ wouare an individual, you are present in the U.5. for 183 or more days in the taxable year of the
disposition and certain other conditions exist; or

+ under the so-called “FIRPTA” rules, we are or have been a U3, real property holding corporation for
1.5, federal income tax purposes and certain other conditions are met,

Inthe caze of a redemption, any amounts paid to satisfy unpaid dividends that were declared prior to
redemption will be treated as dividend income to you to the extent paid out of our current or accumulated
earnings and profits (s described abowe) and not as income paid in cancellation or redemption of the
Series C Preferred Stocl.

If you are a corporate non-1.5. helder taxed on gain from a disposition of depositary shares because
such gain constitutes ECI, such gain may also, under certain circumstances, be subject to an additional
“branch profitz tax” at a 30% rate or at a lower rate if you are eligible for the benefits of an income tax treaty
that provides for a lower rate.

Although there can be no assurance with respect to potential gain under the FIRPTA rules, we have not
been, are not and do not anticipate becoming a U.8. real property holding corporation for 1.5, federal
income tax purposes.

Information Reporting and Backup Withholding on Non-U.S. Holders

If you are a non-U.5. holder, we are required to report payments of dividends on Internal Revenue
Service Form 1042-5 or an acceptable substitute form even if the payments are exempt from withholding.
You are otherwise generally exempt from baclkup withheolding and information reporting requirements with
respect to dividend payments, and the payment of the proceeds from the sale of depositary shares effected
at a 1.5, office of a broker, as long as:

+ the payor or brolker does not have actual knowledge or reason to know that vou are a U.5. person and
vou have furnished to the payor or broker:

+ avalid Internal Revenue Service Form W-BEEM, W-8BEN-E or an acceptable substitute form
upon which you certify, under penalties of perjury, that vou are a non-U.S. person, or

+ other documentation upon which it may rely to treat the payments as made to a non-1.5.
person in aceordance with Treazury regulations, or

+ you otherwize establish an exemption.

Payment of the proceeds from the sale of depositary shares effected at a foreign office of a broker
generally will not be subject to information repeorting or backup withholding. However, a sale of depositary
shares that is effected at a foreign office of a broker will be subject to information reporting and backup
withholding if:

+ the proceeds are transferred to an account maintained by you in the U5
+ the payment of proceeds or the confirmation of the sale is mailed to you at a U.5. address; or
+ the sale has some other specified connection with the U.5. as provided in Treasury regulations;

unless the broker does not have actual knowledge or reason to know that you are a .5, person and the
documentation requirements described above are met or you otherwise establish an exemption.

In addition, a sale of depositary shares will be subject to information reporting if it is effected at a
foreign office of a broker that is:

+ all.5. person;
+ acontrolled foreign corporation for U.S. tax purposes;
+ aforeign person 50% or more of whose gross income is effectively connected with the conduet of a

1.5, trade or business for a specified three-year period; or
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+ aforeign partnership, if at any time during its tax year:

+ one or more of itz partners are U.5. persons who in the aggregate hold more than 50% of the
income or capital interest in the partnership; or

+ such foreign partnership is engaged in the conduct of 2 U.5. trade or business;

unless the broker does not have actual knowledge or reason 1o now that vou are a U.S. person and the
documentation requirements described above are met or you otherwise establish an exemption. Baclup
withholding will apply if the sale is subject to information reporting and the broler has actual knowladge
that vou are a 11.5, person.

¥ou generally may obtain a refund of any amounts withheld under the backup withhelding rules that
excead your income tax lability by filing a refund claim with the Internal Revenue Service and providing
the required information in a timely manner.

Withholdable Payments to Foreign Financinl Entities and Other Foreign Entities

The Foreign Aceount Tax Compliance fct ("FATCA") imposes a 30% U.5. federal withholding tax on
certain payments, including dividend income paid on depositary shares and gross proceeds of a disposition
of depositary shares, to “foreign financial institutions” {(which are broadly defined for this purpose and
generally include investment vehicles) and certain non-financial foreign entities unless various 7.5,
information reporting and due diligence requirements (generally relating to ownership by U.5. persons of
certain interests in or accounts with those entities) have been satisfied. Under final Treasury regulations
and subzequent guidance, these rules currently apply to dividends in respact of zecurities such as the
depositary shares, and will apply to gross proceeds from the zale or other dispesition of securities such as
the depositary shares ccourring on or after January 1, 2017. Prospective investors should consult their own
tax advisors regarding the implications of FATCA and the Treasury regulations on their investment in our
depositary shares.
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CERTAIN ERISA CONSIDERATIONS

The following is a summary of certain considerations associated with the purchase of the depositary
shares by employes benefit plans that are subject to Title [ of the Employee Retirement Income Security Act
of 1874, as amended ("ERISA™, plans, individual retirement accounts and other arrangements that are
subject to Section 4975 of the Code or provisions under any other federal, state, local, non-U.S. or other
laws or regulations that are similar to such provisions of ERISA or the Code (zollectively, “Similar Laws"),
and entities whose underlying assets are considered to include “plan assets” of any such plan, account or
arrangement (each, a “Plan").

General Fiduciary Matters

ERISA and the Code impose certain duties on persons who are fiduciaries of a Plan subject to Title I of
ERISA or Section 4375 of the Code (an "ERISA Plan") and prohibit certain transactions involving the assets
of an ERISA Plan and its fiduciaries or other interested parties. Under ERISA and the Code, any person who
exercises any discretionary authority or control over the administration of such an ERISA Flan or the
management or disposition of the assets of such an ERISA Plan, or who renders investment advice for a fee
or other compensation to such a Plan, is generally considered to be a fiduciary of the ERISA Plan.

In considering an investment in the depositary shares of a portion of the assets of any Plan, a fiduciary
should determine whether the investment is in accordance with the documents and instruments governing
the Plan and the applicable provisions of ERISA, the Code or any Similar Law relating to a fiduciary's duties
to the Plan including, without limitation, the prudence, diversification, delegation of contrel and prohibited
transaction provisions of ERISA, the Code and any other applicable Similar Laws.

Prohibited Transaction Issues

Section 406 of ERISA and Section 4975 of the Code prohibit ERISA Plans from engaging in specified
transactions involving plan assets with persons or entities who are “parties in interest,” within the meaning
of ERISA, or "disqualified persons,” within the meaning of Section 4975 of the Code, unless an exemption is
available. A party in interest or disqualified person who engages in a non-exempt prohibited transaction
may be subject to excise taxes and other penalties and liabilities under ERISA and the Code. In addition,
the fiduciary of the ERISA Plan that engages in such a non-exempt prohibited transaction may be subject to
penalties and liabilities under ERISA and the Code.

The acquisition of the depositary shares by an ERISA Flan with respect to which CSC or an underwriter
is considered a party in interest or a disqualified person may constitute or result in a direct or indivect
prohibited transaction under Section 406 of ERISA and/or Section 4975 of the Code, unless the investment
is acquired in accordance with an applicable statutory, class or individual prohibited transaction
exemption.

Plan Asset [ssues

ERISA and the regqulations (the “Plan Asset Regulationz") promulgated under ERISA by the
Department of Labor generally provide that when an ERISA Plan acquires an equity interest in an entity,
the ERISA Flan's assets include both the equity interest and an undivided interest in each of the underlying
azsetz of the entity unless it is establizhed thar one of an enumerated =et of exceptions applies. We believe
that at leazt two such exceptions apply to thiz offering. First, we believe that the depositary shares will be
“publicly offered securities” within the meaning of the Plan Aszset Regulations: (1) the offering will be
registered under the Securities Act when purchased and subsequently registered under the Exchange Act
following the end of the fiscal year; (2) the securities will be widely held by 100 or more investors
independent of the izsuer and of one another; and (3) the securities will be freely transferable. Second, we
believe that C5C qualifies as an operating company within the meaning of the Plan Aszset Regulations: it is
an entity that is primarily engaged, directly or indirectly through a majority owned subsidiary or
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subsidiaries, in the production or zale of a product or zervice other than in the investment of
capital. Conzequently, since theze two exceptions apply, CSC's aszets should not be considered 1o be the
“plan assets” of any ERISA Flan that acquires the depositary shares,

Representation

Accordingly, by acceptance of the depositary shares, sach purchaszer and subsequent transforee of
depositary shares will be deemed to have represented and warranted that either (i) no portion of the assets
used by such purchaser or transferes to acquire the depositary shares constitutes assets of any Flan or
(i) the purchase of the depositary shares by such purchaser or transforee will not constitute a non-exempt
prohibited transaction under Section 406 of ERISA or Section 4975 of the Code or gimilar viclation under
any applicable Similar Laws.

The foregoing discussion is general in nature and is not intended to be all-inelusive. Due to the
complexity of these rules and the penalties that may be impesed upen persons invelved in non-exempt
prohibited transactions, it is particularly important that fiduciaries, or other persons considering
purchasing the depositary shares on behalf of, or with the assets of, any Flan, consult with their counsel
regarding the potential applicability of ERISA, Section 4975 of the Code and any Similar Laws to such
inveztment and whether an exemption would be applicable to the purchase of the depositary shares.
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UNDERWRITING (Conflicts of Interest)

We and the underwriters named below, of which Merrill Lynch, Pierce, Fenner & Smith Incorporated,
Morgan Stanley & Co. LLC, UBS Securities LLC and Wells Fargo Securities, LLC are the joint bool-running
managers and representatives, have entered into an underwriting agreement with respect to the depositary
shares described in this prospectus supplement. Subject to the terms and conditions of the underwriting
agreement, we have agreed 1o sell to the underwriters, and each underwriter has severally but not jointly
agreed to purchase, at the public offering price lessz the underwriting discounts and commiszions set forth
on the cover page of this prozgpectus supplement, the number of depositary shares listed next to itz name
below:

Number of
Underwriter Shares

Merrill Lynch, Pierce, Fenner & Smith

Incorporated ... ..
Maorgan Stanley & Co. LI L oL i e
UBS Securities LLC L L i iaaieaa
Wells Fargo Securities, LLC L L L i e
B

The underwriters have advised us that they are committed to purchase all the depositary shares offered
by us if they purchase any shares. The underwriting agreement provides that, subject to certain conditions,
the underwriters are obligated to purchase all of the depositary shares in the offering if they purchase any
depositary shares. However, the underwriters are not required to purchase the shares covered by the
underwriters’ over-allotment option deseribed below. The underwriting agreement also provides that if an
underwriter defaults, the purchase commitments of non-defaulting underwriters may be increazed or the
offering may be terminated.

We have agreed for a period of 30 days from the date of this prospectus supplement, that we will nat,
without the prior written consent of the representatives, issue, sell, offer to sell, contract or agree to sell,
hypothecate, pledge, grant any option to purchase ar otherwise dispose of or agree to dispose of, directly or
indirectly, or with respect to, the Series C Preferred Stock or the depositary shares or any of our other
securities which are substantially similar to the Series C Preferred Stock or the depositary shares, including
any securities convertible into or exchangeable for ar representing the right to receive any such securities.

We have granted the underwriters the right to purchase up to an additional depositary shares
at the public offering price, less underwriting dizcounts and commissions, within 30 days from the date of
this prospectus supplement to cover over-allotments, if any. To the extent the option iz exercized, each
underwriter must purchase a number of additional depositary shares approximately proportionate to that
underwriter's initial purchase commitment.

It iz expected that delivery of the depositary shares will be made through the facilities of DTC on or
about , 2015, which will be the fifth business day following the initial zale of the depositary
shares (this settlement eyele being referred to as “T+5"). Under Rule 15¢6-1 of the Exchange Act, trades in
the secondary market generally are required to settle in three business days, unless the parties to a trade
expressly agree otherwize. Accordingly, purchasers who wish to trade the depositary shares prior to the
third business day before the delivery of the depesitary sharez will be required, by virtue of the fact that the
depositary shares initially will settle on a delayed basis, to specify alternative sertlement arrangements at
the time of any such trade to prevent a failed settlement and should consult their own advisor.

The underwriters propose to offer the depositary shares directly to the public at the initial public
offering price zet forth on the cover page of this prospectus supplement and to certain dealers ar that price
less a coneession not in excess of § per depositary share for retail orders and § per depositary
share for institutional orders. Any such dealers may resell the depositary shares to certain other brolers or
dealers at a discount of up to & per share from the initial public offering price. After the initial public
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offering of the depositary shares, the offering price and other selling tarms may be changed by the
underwriters, Sales of depositary shares made outside of the U.5. may be made by the underwriters or
affiliates of the underwriters.

The following table shows the per depositary share and total underwriting discounts and commissions
to be paid to the underwriters.

Without Exercise 'With Full Exercise
of the Over- of the Over-
Allotment Option Allotment Option

Per Depositary Share (Retail Orders) ... ... .. ... ... ... b 5
Per Depositary Share (Institutional Orders) ... ... ... oo ... b L
Total e ;3 L3

We eztimate that our total expenses of this offering (excluding underwriting dizcounts and
commissions) will be approximately &

We have agreed to indemnify the several underwriters against certain liabilities, including liabilities
under the Securities Act and to contribute to payments that the underwriters may be required to make for
these liabilities.

The depositary shares will be a new issue of securities, and there is currently no established trading
market for the depositary shares. We do not expect that there will be any separate public trading market for
the shares of the Series C Preferred Stock except as represented by the depositary shares. We intend to
apply tolist the depositary shares on the NYSE under the symbol “SCHW PrC" If the application is
approved, we expect trading of the depositary shares on the NYSE to begin within the 30-day pericd after
the initial delivery of the depositary shares. The underwriters have advized us that they intend to make a
market in the depositary shares. However, they are not cbligated to do so and may discontinue any marlket
making in the depositary shares at any time in their scle discretion. Therefore, we cannot assure vou thata
liquid trading market for the depositary shares will develop, that you will be able to sell your depositary
shares at a particular time or that the price you receive when you sell will be favorable.

The depositary shares may not be offered or sold, divectly or indirectly, nor may this prospectus
supplement, the accompanying prospectus or any other offering material or advertisements in connection
with the offer and sale of the depositary shares be distributed or published in any jurisdiction, except under
circumstances that will result in compliance with the applicable rules and regulations of that jurisdiction.
Persons who come to possess this prospectus supplement or the accompanying prospectus are advised to
inform themselves about and to observe any restrictions relating to the offering and the distribution of this
prospectus supplement and the accompanying prospectus. This prospectus supplement and the
accompanying prospectus does not constitute an offer to sell or a solicitation of an offer to buy any
securities offered by this prospectus supplement and the accompanying prospectus in any jurisdiction in
which such an offer or a solicitation is unlawful.

The underwriters will be permitted to engage in certain tranzactions that have the effect of stabilizing
the price of the depozitary shares. Theze tranzactions may consist of bids or purchases for the purpose of
pegging, fixing or maintaining the price of the depositary shares. If the underwriters create a short position
in the depositary shares in connection with the offering, i.e., if they sell more depositary shares than are set
forth on the cover page of this prospectus supplement, the underwriters may reduce that short pozition by
purchasing depositary shares in the open market. In general, purchazes of a security for the purpoze of
reducing a short position could cauze the price of the security to be higher than it might be in the absence
of these purchazes. Neither we nor the underwriters make any representation or prediction as to the
direction or magnitude of any effect that the transactions deseribed above may have on the price of the
depositary shares. In addition, neither we nor the underwriters will make any representation that the
underwriters will engage in these transactions or that these tranzactions, onee commenced, will not be
discontinued without notice.
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Certain of the underwriters and their affiliates have in the past provided, are currently providing and
may in the future from time to time provide, financial advizory, commereial banking, investment banlking,
research, trading and transfer agent services to us or our subsidiaries (including as parties to our credit
agreement), for which they have in the past received, and may currently or in the future receive, customary
feos and expenses,

In addition, in the ordinary course of their buziness activities, the underwriters and their affiliates may
make or hold a bread array of investments and actively trade debt and equity securities (or related
derivative securities) and finaneial instruments {(which may include banlk loans and/or eredit default swaps)
for their own account and for the aceounts of their customers. Such investments and securities activities
may involve securities and/or instruments of ours or our affiliates, Certain of the underwriters or their
affiliates that have a lending relationship with us routinely hedge their credit exposure to us consiztent with
their customary rislt management policies. A typical such hedging strategy would include theze
underwriters or their affiliates hedging such exposure by entering into tranzactions which consizst of either
the purchasze of credit default swaps or the creation of short positions in our zecurities, including potentially
the depositary shares offered hereby. Any such credit default swaps or short positions could adversely affect
future trading prices of the depositary shares, The underwriters and their affiliates may alzo make
investment recommendations and/or publish or express independent research views in respect of such
securitiez or financial instruments and may held, or recommend to clients that they acquire, long and/or
short positions in such securities and instruments.

Conflicts of Interest

Chr subsidiary, Schwab, iz 2 member of FINEA and may participate as a dealer in this offering and,
therefore, will be deemed to have “conilicts of interast” within the meaning of FINEA Rule 5121,
Consequently, this offering is being made in compliance with the provizions of Rule 5121, Schwab will not
confirm sales to dizeretionary aceounts without the prior written approval of the customer.
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NOTICE TO INVESTORS

European Economiec Area

In relation to each member state of the European Economic Area which has implemented the
Progpectuz Directive (each, a “Relevant Member State”™), each underwriter haz represented and agreed that
with effect from and including the date on which the Progpectus Directive is implemented in that Relevant
Member State it has not made and will not make an offer of securities which are the subject of the offering
contemplated by this prospectus supplemaent to the public in that Relevant Member State other than:

{1} 1o any legal entity which is a “qualified investor” as defined in the Prospectus Directive; or

(2}  tofewer than 150 natural or legal persons (other than “qualified investors™ as defined in the
Prospectus Directive), subject to obtaining the prior consent of the relevant dealer or dealers
nominated by the Company for any such offer; or

(3)  inany other circumstances falling within Article 3{Z) of the Prospectus Directive,

provided that no such offer of securities shall require the Company or any underwriter to publish a
prospectus pursuant to Article 2 of the Prospectus Directive or supplement a prospectus pursuant to Article
16 of the Prozpectus Directive,

For the purposes of this provizion, the expression an “offer of securities to the public” in relation to any
of our securitiez in any Relevant Membor State means the communication in any form and by any means
presenting sufficient information on the terms of the offer and the securities 1o be offered 2o as 10 enable an
invesztor to decide to purchasze or subzeribe to the securities, as the same may be varied in that Relevant
Member State by any measure implementing the Prospectus Directive in that Relevant Member State, For
purposes of this provision, the expression “Prospectus Directive” means Directive 2003/71/EC (and
amendments thereto including as amended by the 2010 FD Amending Directive, to the extent
implemented in the Belevant Member State in question), and includes any relevant implementing measure
in each Relevant Member State; and the expression “2010 PD Amending Directive” means Directive
2010/73/EU.

United Kingdom

This prospectus supplement and the accompanying prospectus is only being distributed to and is only
directed at: (1) persons who are outzide the United Kingdom; (2) persons who are investment professionals
falling within Article 19(5) of the Financial Services and Markets Act 2000 (Finaneial Promotion) Order
2005, as amended {the “Order”) who have profeszional experience in matters relating to investments; or
(3 perzonsz who are high net worth companies and other persons to whom it may lawfully be
communicated, falling within Article 49(2)(a) to (d) of the Order (all such persons falling within (1)-

(3 together being referred to as "relevant persons™). The depositary shares are only available to, and any
invitation, offer or agreement to subscribe, purchase or otherwise acquire such depositary shares will be
engaged in only with, relevant persons. Any perzon who is not a relevant perzon should not act or rely on
this prospectus supplement and the accompanying prospectus or any of itz contents,
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LEGAL MATTERS

The validity of the depositary shares and shares of Series C Freforred Stock we are offering will be
paszed upon for us by Arnold & Porter LLF, San Franecisco, California. Attorneys of that firm beneficially
own an aggregate of less than 1% of C8C's commen stock. The underwriters have been representad by
Simpzon Thacher & Bartlett LLF, New Yorly, New Yorl.

EXPERTS

The consclidated financial statements, and the related financial statemnent schedule, incorporated in
this prospectus supplement by reference from CSC'z Annual Report on Form 10-K for the year ended
December 31, 2014 and the effectivenessz of CS5C's internal control over finanecial reporting have been
audited by Daloitte & Touche LLP, an independent registered public accounting firm, as stated in their
report, which iz incorporated herein by reference. Such consolidated finaneial statements and financial
statement schedule have been so incorporated in reliance upon the report of zuch firm given upon their
authority as experts in accounting and auditing.
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The Charles Schwab Corporation
Debt Securities
Preferred Stock
Depositary Shares
Common Stock
Purchase Contracts
Warrants
Units Consisting of Two or More Securities
The Charles Schwab Corporation from time to time may offer and sell debt securities, preferred stock,
depositary shares, common stock, purchase contracts, warrants and units consisting of two or more of the
securities being offered by this prospectus. Our debt securities, preferred stock, purchase contracts and warrants
may be convertible into or exchangeable for shares of our common stock or other securities.
Our common stock is listed on the New York Stock Exchange and trades under the symbol “SCHW.”
We will provide the specific terms of any securities to be offered and the specific manner in which they may
be offered in supplements to this prospectus. You should read this prospectus and the accompanying prospectus

supplement or supplements carefully before vou invest.

This prospectus may not be used to offer and sell any securities unless accompanied by a prospectus
supplement for those securities.

These securities are not deposits or other obligations of any bank or savings association and are not insured
or guaranteed by the Federal Deposit Insurance Corporation or any other governmental agency or
instrumentality.

Neither the Securities and Exchange Commission nor any state securities commission has approved or
disapproved of these securities or passed upon the accuracy or adeguacy of this prospectus. Any
representation to the contrary is a eriminal offense.

Charles Schwab & Co., Inc. or any of our other affilistes may use this prospectus in a market-making
transaction for any of the securities listed above or similar securities after their initial sale. Unless you are

informed otherwise in the confirmation of sale, this prospectus is being used in a market-making transaction.

The date of this prospectus is December 15, 2014
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ABOUT THIS PROSPECTUS

This prospectus 15 part of a registration statement that we filed with the Securities and Exchange
Commission, which we refer to as the “SEC,” utilizing a “shelf” registration process. Under this shelf registration
process, we may from time to ime sell any combination of the securities described in this prospectus in one or
more offerings. We may offer debt securities; preferred stock, depositary shares and common stock:; and
purchase contracts and units consisting of two or more securities. We may also offer warrants to purchase debt
securities or warrants to purchase or sell, or whose cash value is determined by reference to the performance
level. or value of, one or more of:

»  securities of one or more issuers, including our common stock, preferred stock or depositary shares,
other securities described in this prospectus or the debt or equity securities of third parties;

" OnE OF MOFe CUrrencies, CUITency units or composite currencies;
*  one or more commodities;

* any other financial, economic or other measure or instrument, including the occurrence or non-
oecurrence of any event or circumstance; and

* one or more indices or baskets of the items described in this paragraph.

This prospectus provides you with a general description of the securities we may offer. Each time we sell
securities, we will provide a prospectus supplement that will contain specific information about the terms of the
securities being offered. The prospectus supplement may also add, update or change information contained in
this prospectus. You should read both this prospectus and any prospectus supplement together with the additional
information described under the heading *“Where You Can Find More Information.” The prospectus supplement
may also contain information about United States federal income tax considerations relating to the securities
covered by the prospectus supplement.

References in this prospectus to “we,” “us™ and “our’” mean The Charles Schwab Corporation.

FORWARD-LOOKING STATEMENTS

This prospectus and any accompanying prospectus supplements, including the documents incorporated by
reference, do or may contain not only historical information but also “forward-looking statements™ within the
meaning of Section 27A of the Securities Act of 1933, as amended (referred to here as the “Securities Act™), and
Section 21E of the Securities Exchange Act of 1934, as amended (referred to here as the “Exchange Act™).
Forward-looking statements are identified by words such as “believe,” “anticipate,” “expect,” “intend,” “plan,”
“will,” “may.” “estimate,” “aim.” “target.” “appear.” “could.” and other similar expressions. These statements,
which may be expressed in a variety of ways, including the use of future or present tense language, refer to future
events. In addition, any statements that refer to expectations, projections, or other characterizations of future
events or circumstances are forward-looking statements.

These forward-looking statements, which reflect management's beliefs, objectives and expectations as of
the date of this prospectus, the prospectus supplement, or in the case of any documents incorporated by reference.,
as of the date of those documents, are necessarily estimates based on the best judgment of our senior
management. Achievement of the expressed beliefs, objectives and expectations described in these statements is
subject to certain risks and uncertainties that could cause actual results to differ materially. Readers are cautioned
not to place undue reliance on these forward-looking statements, which speak only as of the date of this
prospectus, the prospectus supplement or, in the case of documents incorporated by reference. as of the date of
those documents.
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You should refer to our periodic and current reports filed with the SEC or to the applicable prospectus
supplement for specific risks which could cause actual results to be significantly different from those expressed
or implied by these forward-looking statements, including risks described in the “Risk Factors™ section. See
“Where You Can Find More Information™ in this prospectus for information about how to obtain copies of our
periodic and current reports.

Statements in this prospectus, any prospectus supplement, and any documents incorporated by reference
speak only as of the date on which those statements are made, and we undertake no obligation to update any
statement to reflect events or circumstances after the date on which the statement is made or to reflect the
occurrence of unanticipated events.

WHERE YOU CAN FIND MORE INFORMATION

We have filed a registration statement on Form 5-3 with the SEC relating to the securities offered by this
prospectus. This prospectus is a part of that registration statement and does not include all of the information in
the registration statement.

We file annual. gquarterly and current reports, proxy statements and other information with the SEC. Our
SEC filings are available to the public over the Internet at the SEC's website at http:/fwww . sec.gov. Copies of
certain information filed by us with the SEC are also available on our corporate website at
I oo oincluded the SEC's website address and our website address as inactive
textual references only, and the information contained on those websites is not a part of this prospectus. You may
also read and copy any document that we file at the SEC's Public Reference Room, 100 F Street, N.E.,
Washington, D.C. 20549, You may obtain information on the operation of the Public Reference Room by calling
the SEC at 1-800-SEC-0330.

Our common stock is listed on the New York Stock Exchange. You may inspect reports, proxy statements
and other information about us at the offices of the New York Stock Exchange, 20 Broad Street, New York, NY
10005,

The SEC allows us to “incorporate by reference™ into this prospectus information we file with the SEC,
which means that we can disclose important information to you by referring you to those documents. The
information incorporated by reference is considered to be a part of this prospectus and information that we file
later with the SEC will automatically update and supersede this information. In all cases, you should rely on the
later information over different information included in this prospectus.

We incorporate by reference the documents listed below and any future filings we make with the SEC after
the date of this prospectus under Section 13(a), 13(c). 14 or 15(d) of the Exchange Act until our offering is
completed, other than, in each case, documents or portions of documents furnished and not filed:

 Annual Report on Form 10-K for the fiscal year ended December 31, 2013;

*  Quarterly Reports on Form 10-0Q for the quarterly periods ended March 31, 2014, June 30, 2014 and
September 30, 20014;

*  Current Reports on Form 8-K filed on Aprl 10, 2004, May 19, 2014, October 28, 2014 and
MNovember 21, 2014;

*  The description of our common stock contained in our registration statement on Form 8-A filed on
February 23, 2010 under Section 12 of the Exchange Act, and any amendment or report filed for the
purpose of updating that description;

.
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*  The description of our 6.00% Non-Cumulative Perpetual Preferred Stock, Series B contained in our
registration statement on Form 8-A filed on June 6, 2012 under Section 12 of the Exchange Act, and
any amendment or report filed for the purpose of updating that description; and

»  Solely with regard to the securities covered by this prospectus that were initially offered and sold under
our previously filed registration statement(s) and that from time to time may be reoffered and resold in
market-making transactions under this prospectus, the information in the prospectus supplements
relating to those securities that were previously filed by us in connection with their initial offer and sale
(except to the extent that any such information has been modified or superseded by other information
included or incorporated by reference in this prospectus).

You may request a copy of these filings at no cost, by writing, telephoning or sending an email to us at the
following address:

The Charles Schwab Corporation
211 Main Street
San Francisco, California 94105
Attention: Corporate Secretary

Telephone: (415) 667-1959
Email: I
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THE CHARLES SCHWAB CORPORATION

The Charles Schwab Corporation, headguartered in San Francisco, California, was incorporated in 1986,
and we engage. through our subsidiaries (primarily located in San Francisco except as indicated), in securities
brokerage, banking, money management, and financial advisory services. Our significant business subsidiaries
include:

*  Charles Schwab & Co., Inc., which was incorporated in 1971, is a securities broker-dealer with branch
offices nationwide and in the Commonwealth of Puerto Rico and London, UK., and serves clients in
Hong Kong through one of our subsidiaries;

*  Charles Schwab Bank, which commenced operations in 2003, is a federal savings bank located in
Reno, Nevada: and

*  Charles Schwab Investment Management, Inc. (“CSIM™), which is the investment advisor for Charles
Schwab & Co., Inc.'s proprietary mutual funds, referred to as the Schwab Funds and for Charles
Schwab & Co., Inc.'s exchange-traded funds, referred to as the Schwab ETFs.

We are a savings and loan holding company and are subject to supervision and regulation by the Board of
Governors of the Federal Reserve System (the “Federal Reserve™). We are dependent upon the earnings and cash
flow of our subsidiaries to meet our obligations. Our rights and the rights of our creditors, including the holders
of debt securities, to participate in the assets of any of our subsidiaries upon the subsidiary’s liquidation or
reorganization will be subject to the prior claims of the subsidiary’s creditors except to the extent that we may
ourselves be a creditor with recognized claims against the subsidiary.

Owr principal executive office is located at 211 Main Street, San Francisco, California 94105, Our telephone

number is (415) 667-7000. Our corporate Internet website is ||| | G v - bove included

our website address as an inactive textual reference only, and none of the information contained in or that can be
accessed through our website is a part of this prospectus.

.
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CONSOLIDATED RATIO OF EARNINGS TO FIXED CHARGES AND
RATIO OF EARNINGS TO FIXED CHARGES AND PREFERRED STOCK DIVIDENDS

The following table sets forth our consolidated ratio of eamings to fixed charges and ratio of earnings to
fixed charges and preferred stock dividends for the periods indicated.

Nine Months
Seplh;;dlf:r 0, Years ended December
__M 2013 2012 0 200 2009
Ratio of earnings to fixed charges (1) ... .. ... o o 0. 12.7 g 7.7 69 41 60
Ratio of earnings to fixed charges, excluding deposits from
banking clients and payables to brokerage clients interest
EXPEnsE () i 15.3 132 94 91 63 99
Ratio of earnings to fixed charges and preferred stock
dividends (103) ... ool a6 69 58 69 41 60
Ratio of carnings to fixed charges and preferred stock dividends,
excluding deposits from banking clients and payables to
brokerage clients interest expense. (203) ... ... ... ... .. 0.7 T8 67 91 63 99

i1} The ratios of earnings to fixed charges and earmings to fixed charges and preferred stock dividends are
calculated in accordance with SEC requirements. For such purposes, “eamings” consist of earnings before
taxes on earnings and fixed charges. “Fixed charges” consist of interest expense and one-third of rental
expense, which is estimated to be representative of the interest factor.

(2} Because interest expense incurred in connection with both deposits from banking clients and payables to
brokerage clients is completely offset by interest revenue on related investments and loans, we consider
such interest to be an operating expense. Accordingly, the ratio of earnings to fixed charges, excluding
deposits from banking clients and payables to brokerage clients interest expense, and the ratio of earnings to
fixed charges and preferred stock dividends, excluding deposits from banking clients and payables to
brokerage clients interest expense, reflect the elimination of such interest expense as a fixed charge.

(3} The preferred stock dividend amounts represent the pre-tax earnings that would be required to pay the
dividends on outstanding preferred stock. We did not have any outstanding preferred stock for the fiscal
vears ended December 31, 2009 to 201 1.

USE OF PROCEEDS

Unless otherwise described in the applicable prospectus supplement, we will use the net proceeds from the
sile of the offered securities for general corporate purposes. General corporate purposes include working capital,
capital expenditures, investments in or loans to our subsidiaries, refinancing or repayment of debt. including
outstanding commercial paper and other short-term indebtedness, if any, redemption or repurchase of our
outstanding securities, funding of possible acquisitions and satisfaction of other obligations.

ERISA MATTERS

The Employee Retirement Income Security Act of 1974, as amended. referred to here as ERISA, imposes
certain restrictions on employee benefit plans that are subject to ERISA and on persons who are fiduciaries with
respect to those plans. In accordance with ERISAs general fiduciary requirements, a fiduciary with respect to
any such plan who is considering the purchase of our securities on behalf of the plan should determine whether
the purchase is permitted under the governing plan documents and is prudent and appropriate for the plan in view
of its overall investment policy and the composition and diversification of its portfolio.

-5.
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We have subsidiaries and affiliates, including broker-dealer subsidiaries and affiliates, that provide services
to many employee benefit plans. We and any of our direct or indirect subsidiaries or affiliates may each be
considered a “party in interest” within the meaning of ERISA and a “disqualified person”™ under corresponding
provisions of the Internal Revenue Code of 1986, as amended, referred to here as the “Code,” with respect to
many employee benefit plans and retirement accounts. “Prohibited transactions”™ within the meaning of ERISA
and the Code may result, among other reasons, if any offered securities are acquired by an employee benefit plan
as to which we or any of our direct or indirect subsidiaries or affiliates is a party in interest or a disqualified
person, unless the offered securities are acquired pursuant to an applicable statutory or administrative exemption.

Any employee benefit plan or other entity to which such provisions of ERISA or the Code apply proposing
to acquire the offered securities should consult with its legal counsel. Please consult the applicable prospectus
supplement for further information with respect to a particular offering of securities.

-6-
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DESCRIPTION OF DEBT SECURITIES

The debt securities will be either senior debt securities or subordinated debt securities and will be issued in
one of more series under one or more separate indentures between us and a trustee. Senior debt securities will be
issued under a senior indenture and subordinated debt securities will be issued under a subordinated indenture.
Except as otherwise set forth in the applicable prospectus supplement, The Bank of New York Mellon Trust
Company, N_A. will be the trustee under the indentures. The Bank of New York Mellon Trust Company, N.A.
serves as trustee for the series of our indebtedness outstanding as of the date of this prospectus. The debt
securities may provide that they may be convertible into or exchangeable for shares of our common stock or
other securities. In the following discussion, we sometimes refer to the senior indenture and the subordinated
indenture as the “indentures.” When we refer to the “trustee,” we mean both the senior trustee and the
subordinated trustee unless we indicate otherwise. Each indenture is qualified under the Trust Indenture Act, and
the terms of the debt securities will include those stated in the applicable indenture and those made part of the
indenture by reference to the Trust Indenture Act.

This section of the prospectus summarizes the material terms of the senior indenture, the subordinated
indenture, the senior debt securities and the subordinated debt securities to be offered by any prospectus
supplement. It is not complete and is subject to, and is gualified in its entirety by reference to, all the provisions
of the respective indentures as may be amended or supplemented, including the definitions of terms, and the
Trust Indenture Act. The particular terms of the debt securities offered by any prospectus supplement will be
desecribed in the prospectus supplement relating to the offered securities. The terms of any series of debt
securities may differ from the terms deseribed below. For additional information, you should look at the
applicable indenture and certificates evidencing the applicable debt security that is filed (or incorporated by
reference) as an exhibit to the registration statement that includes this prospectus. We encourage you to read
these indentures. Instructions on how you can get copies of these documents is provided above under the heading
“Where You Can Find More Information.”

General

We may issue the debt securities from time to time, without limitation as to aggregate principal amount, and
in one or more series. We are not limited as to the amount of debt securities that we may issue under the
indentures. Unless otherwise provided in a prospectus supplement, a series of debt securities may be reopened to
issue additional debt securities of such series. This section summarizes the terms of the debt securities that are
common to all series, whether senior or subordinated. The debt securities will not be secured by any of our
property or assets. All of the discussions below are subject to, and qualified by, the information contained in the
applicable prospectus supplement.

We may issue debt securities upon the satisfaction of conditions contained in the indentures. Most of the
material financial and other specific terms of the debt securities of your series will be described in the prospectus
supplement relating to your series, including:

»  the title of your series of debt securities;

* any limit on the aggregate principal amount or initial offering price of your series of debt securities;
* the date or dates on which your series of debt securities will mature;

* the price or prices at which your series of debt securities will be issued;

* the annual rate or rates (which may be fixed or variable) at which your series of debt securities will
bear interest, if any, and the date or dates from which the interest, if any. will accrue;

* the dates on which interest, if any. on your series of debt securities will be payable and the regular
record dates for those interest payment dates;

.-
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*  the place where the principal and interest are payable;
* the person to whom interest is payable if other than the registered holder on the record date;

* any mandatory or optional sinking funds or analogous provisions or provisions for mandatory or
optional redemption;

» the date, if any, after which and the price or prices at which your series of debt securities may, in
accordance with any optional or mandatory redemption provisions, be redeemed and the other detailed
terms and provisions of any such optional or mandatory redemption provision:

» if other than denominations of $1,000 and any integral multiple thereof, the denomination in which
your series of debt securities will be issuable;

* any events of default in addition to those in the indenture;
* any other covenant or warranty in addition to those in the indenture;

* if debt securities are sold for one or more foreign currencies or forelgn currency units, or principal,
interest or premium are payable in foreign currencies or foreign currency units, the restrictions,
elections, tax consequences and other information regarding the issue and currency or currency units;

* the currency of payment of principal, premium, if any., and interest on your series of debt securities if
other than in United States dollars;

* any index or formula used to determine the amount of payment of principal of, premium, if any, and
interest on your series of debt securities:

* the portion of the principal amount that will be payable upon acceleration of maturity, if other than the
entire principal amount;

* if the principal amount payable at a stated maturity will not be determinable as of any date prior to
stated maturity, the amount or method of determining the amount which will be deemed to be the
principal amount;

* any paying agents, authenticating agents, security registrars or other agents for the debt;

* the applicability of the provisions described below under “—Discharge; Defeasance and Covenant
Defeasance™:

*  whether any debt securities will be certificated securities or will be issued in the form of one or more
global securities and the depositary for the global security or securities;

*  whether your series of debt securities are subordinated debt securities or senior debt securities;

» if your series of debt securities are subordinated debt securities, whether the subordination provisions
summarized below or different subordination provisions will apply;

» if debt securities are sold bearing no interest or below market interest, known as “original issue
discount™ securities, the amount payable upon acceleration and special tax, accounting and other
considerations;

*  the convertibility or exchangeability, if any, of your series of debt securities into any other debt or
equity securities; and

* any other material terms of your series of debt securities.

The terms may vary from the terms described here. This summary is gqualified by reference to the
desecription of the terms of your series to be described in the prospectus supplement.

5.
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Prospective purchasers of debt securities should be aware that special federal income tax, accounting and
other considerations may be applicable to instruments such as the debt securities. The prospectus supplement
relating to an issue of debt securities will describe these considerations, if they apply.

A debt security may be an original issue discount debt security. A debt security of this type is issued at a
price lower than its principal amount and provides that, upon redemption or acceleration of its maturity, an
amount less than its principal amount will be payable. An original issue discount debt security may be a zero
coupon debt security. A debt security issued at a discount to its principal may, for U.S. federal income tax
purposes, be considered to be issued with original issue discount. If we issue an original issue discount debt
security, the prospectus supplement will contain a description of the U.S. federal income tax consequence related
to the issuance.

Senior Debt

Our senior debt securities will be issued under the senior debt indenture and will rank equally with all of our
other unsecured and unsubordinated debt.

Subordinated Debt
We may issue subordinated debt securities under a subordinated debt indenture. Subordinated debt securities

will be subordinate and junior in right of payment to all of our “senior indebtedness.”

In some circumstances relating to our liquidation, dissolution, winding-up, reorganization, insolvency or
similar proceedings, the holders of all senior indebtedness will be entitled to receive payment in full before the
holders of the subordinated debt securities will be entitled to receive any payment on the subordinated debt
securities.

In addition, we may make no payment on the subordinated debt securities in the event:

* there is a default in any payment or delivery on any senior indebtedness: or
* there is an event of default on any senior indebtedness which permits the holders of the senior

indebtedness to accelerate the maturity of the senior indebtedness.

By reason of this subordination in favor of the holders of senior indebtedness, in the event of an insolvency,
our creditors who are not holders of senior indebtedness may recover less, proportionately, than holders of senior
indebtedness.

Unless otherwise specified in a prospectus supplement, “senior indebtedness™ will include the principal of
and premium, if any, and interest on our senior indebtedness, whether outstanding on the date of the subordinated
debt indenture or later created, that is:

* for money that we borrowed, including capitalized lease obligations;
* for money borrowed by others and guaranteed, directly or indirectly, by us; or
»  secured and unsecured purchase money indebtedness or indebtedness secured by property at the time of

our acquisition of the property for the payment of which we are directly or contingently liable.

Senior indebtedness also includes all deferrals, renewals, extensions and refundings of and amendments,
modifications and supplements to the senior indebtedness described in the preceding sentence.

Senior indebtedness does not include:

* pur indebtedness to any of our subsidiaries for money bomrowed or advances from any subsidiary;

0.

EFTA01198134



* the subordinated debt securities; or

* any indebtedness if the terms creating or evidencing the indebtedness expressly provide that the
indebtedness is not superior in right of payment to the subordinated debt securities and/for that the
indebtedness is not superior in right of payment to any of our other indebtedness that is equal to or
subordinated to the subordinated debt securities in right of payment.

“Indebtedness™ is obligations of, or guaranteed or assumed by, us for borrowed money or evidenced by
bonds, debentures, notes or other similar instruments, including capitalized lease obligations.

At September 30, 2014, we owed a total of approximately 5250 million in principal amount of medium term
notes and $1.581 million in principal amount of senior notes, all of which was senior indebtedness, without
counting any accrued interest on that debt, and had no outstanding medium term notes that were subordinated
indebtedness. The indenture does not limit the amount of senior debt that we are permitted to have, and we may
in the future incur additional senior debt.

Restrictive Covenants

Meither indenture contains any significant financial or restrictive covenants, including covenants restricting
either us or any of our subsidiaries from issuing, assuming or guaranteeing any indebtedness secured by a lien on
any of our subsidiaries” property or capital stock, or restricting us or any of our subsidiaries from entering into
siale and leasehold transactions. The prospectus supplement relating to a series of debt securities may describe
restrictive covenants, if any, to which we may be bound under the applicable indenture.

Merger, Consolidation, Sale, Lease or Conveyance

Unless otherwise indicated in the applicable prospectus supplement, as long as any debt securities are
outstanding, we will not be permitted to merge or consolidate with any other entity and will not be permitted to
sell, lease or convey all or substantially all of our assets to any person, unless:

= we are the continuing corporation or our successor or the person that acquires or leases all or
substantially all of our assets i1s a corporation, association, company, limited liability company, joint-
stock company or business trust organized under the laws of the United States or one of the states of
the United States or the District of Columbia and the successor entity expressly assumes all of our
obligations under the applicable indenture and the related debt securities; and

= immediately after any merger, consolidation, sale. lease or conveyance, we or our successor is not in

default in the performance or observance of the covenants and conditions of the applicable indenture.

This covenant would not apply to a recapitalization transaction, a change of control of The Charles Schwab
Corporation or a highly leveraged transaction unless the transaction or change of control is structured to include a
merger or consolidation or a sale, lease or conveyance of all or substantially all of our assets. Except as may be
described in the prospectus supplement applicable to a particular series of debt securities, there are no covenants
or other provisions in the indentures requiring us to repurchase the debt securities or that would atford holders of
debt securities additional protection or economic benefits in the event of a recapitalization or a change of control
of The Charles Schwab Corporation or a highly leveraged transaction.

Events of Defaunlt
Senior debt securities evenis of default and acceleration

Unless otherwise specified in the prospectus supplement relating to a particular series of senior debt
securities, an event of default will occur for any series of senior debt securities if:

» we fail to pay when due any principal of that series of senior debt securities;

10-
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» we fail to pay any interest on that series of senior debt securities within 30 days after the interest is due;

» we fail to deposit when due any sinking fund payment required under the terms of that series of senior
debt securities:

» we fail to cure our default of any other covenant or agreement to which that series of senior debt
securities is subject within 60 days after we receive written notice of the default:

» gpecified events of bankruptey, insolvency or reorganization occur; or

* any other default or event of default provided with respect to senior debt securities of that series oceurs.

If an event of default, other than a default relating to our bankruptey, insolvency or reorganization, occurs
and continues, the trustee or the holders of 25% of the aggregate principal amount of all affected series of senior
debt securities, voting together as a single class, may require us to repay immediately the entire principal of the
senior debt securities of all affected series and any accrued interest. For example, if an event of default relates to
our failure to pay interest on two series of senior debt securities and we have issued ten series of outstanding
senior debt securities, the holders of 25% of the two affected series, voting together as a single class, would have
the right to require us to immediately repay the senior debt securities that are part of those two series. However,
if the event of default were to affect all ten series, then 25% of all senior debt securities outstanding under the
senior debt indenture, voting together as a single class, would have the right to require us to immediately repay
all outstanding series of senior debt securities. If an event of default relating to our bankruptey, insolvency or
reorganization occurs, the entire principal of the affected senior debt securities will automatically become
payable.

Subordinated debt securities evemis of defoult and acceleration

Unless otherwise specified in the prospectus supplement, relating to a particular series of subordinated debt
securities, an event of default will occur for any series of subordinated debt securities if:

» gpecified events of bankruptey, insolvency or reorganization occur; or

* any other default or event of default provided with respect to subordinated debt securities of that series
DCCUrs.

If any event of default with respect to subordinated debt securities of any series, other than a default relating
to our bankruptey, insolvency or reorganization. occurs and continues, the trustee or the holders of 25% of the
aggregate principal amount of all affected series of subordinated debt securities, voting together as a single class,
may require us to repay immediately the entire principal of the subordinated debt securities and any accrued
interest. If an event of default relating to our bankruptey, insolvency or reorganization oceurs, the entire principal
of the affected debt securities will automatically become payable. Any payment by us on the subordinated debt
securities following any acceleration will be subject to the subordination provisions applicable to the
subordinated debt securities.

We will describe in the prospectus supplement any particular provisions relating to the acceleration of the
maturity of a portion of the principal amount of original issue discount subordinated debt securities upon an
event of default. In the event of our bankruptey, liquidation, reorganization or insolvency, any right to enforce
that payment in cash would be subject to the broad equity powers of a federal bankruptey court and to its
determination of the nature and status of the payment claims of the holders of the subordinated debt securities.

Unless otherwise provided in the prospectus supplement relating to a particular series of subordinated debt
securities, there will be no right of acceleration of the payment of principal of the subordinated debt securities of
that series upen a default in the payment of principal or interest or a default in the performance of any covenant
or agreement in the subordinated debt securities or the subordinated indenture. In the event of a default in the
payment of principal or interest or a default in the performance of any covenant or agreement in the subordinated

11-
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debt securities or the subordinated indenture, the trustee may, subject to specified limitations and conditions, seek
to enforce that payment or the performance of that covenant or agreement.

Trustees” duties in case of a default and actions by holders

The holders of a majority of the aggregate principal amount of the debt securities of all affected series,
voting together as a single class, can rescind any acceleration or waive any past default or event of default.
However, they cannot waive certain defaults in payment of principal of, premium, if any, or interest on, any of
the senior debt securities or if such events of default are otherwise provided in a prospectus supplement relating
to a particular series of subordinated debt or any right of a holder to have a debt security converted into our
common stock.

Other than its duties in case of a default, the relevant trustee is not obligated to exercise any of its rights or
powers under the indenture at the request, order or direction of any holders, unless the holders offer the trustee
protection from expenses and liability reasonably satisfactory to it, called an “indemnity.” If they provide this
indemnity, the holders of a majority in principal amount of all affected series of debt securities, voting together
as a single class, may direct the time, method and place of conducting any proceeding or any remedy available to
the trustee, or exercising any power conferred upon the trustee, for any series of debt securities.

A holder of a debt security may not institute any action against us under the indenture unless:
* the holder gives the trustee written notice that a default has occurred and is continuing;

*  the holders of at least 25% of the outstanding ageregate principal amount of all affected series, voting
together as a single class, request that the trustee institute the action while offering the trustee an
indemnity reasonably satisfactory to it;

* the holders offer the trustee reasonable security or indemnity against the costs and liabilities to be
incurred in complying with the request; and

*  the trustee fails to institute the action within 60 days after receiving the request.

Even if these conditions are met, the holder may not institute an action if holders of 4 majority in aggregate
principal amount of all affected series, voting together as a single class, direct the trustee to take action
inconsistent with the request of the holder desiring to institute action against us. Holders may institute an action
for payment of overdue principal or interest or to enforce their rights to convert securities into our other securities
without complying with the preceding conditions.

We are required to file annually with the trustee a certificate stating whether we are in default under any of
the provisions of either indenture, specifying any default that exists.

Discharge, Defeasance and Covenant Defeasance

We may be discharged from our obligations on the debt securities of any series if we deposit enough money
with the trustee to pay all the principal, interest and any premium due to the stated maturity date or redemption
date of the debt securities.

Each indenture contains a provision that permits us to elect either or both of the following:

*  We may elect to be discharged from all of our obligations, subject to limited exceptions, with respect to
any series of debt securities then outstanding. If we make this election, the holders of the debt
securities of the series will not be entitled to the benefits of the indenture, except for the rights of
holders to receive payments on debt securities or the registration of transfer and exchange of debt
securities and replacement of lost, stolen or mutilated debt securities.
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*  We may elect to be released from our obligations under some or all of any financial or restrictive
covenants applicable to the series of debt securities to which the election relates and from the
consequences of an event of default resulting from a breach of those covenants.

To make either of the above elections, we must deposit in trust with the trustee enough money to pay in full
the principal, interest and premium on the debt securities. This amount may be made in cash andfor United States
government obligations or, in the case of debt securities that are denominated in a currency other than United
States dollars, cash in the currency in which the debt securities are denominated andfor foreign government
obligations. As a condition to either of the above elections, we must deliver to the trustee an opinion of counsel
that the holders of the debt securities will not recognize income, gain or loss for federal income tax purposes as a
result of the action.

“Foreign government obligations™ means, with respect to debt securities of any series that are denominated
in a currency other than United States dollars:

* direct obligations of the government that issued or caused to be issued the currency in which such
securities are denominated and for the payment of which obligations its full faith and credit is pledged,
or, with respect to debt securities of any series which are denominated in euros, direct obligations of
certain members of the European Union for the payment of which obligations the full faith and credit
of the members is pledged. which in each case are not callable or redeemable at the option of the
IS5UET; Or

» obligations of a person controlled or supervised by or acting as an agency or instrumentality of that
government the timely payment of which is unconditionally guaranteed as a full faith and eredit
obligation by that government, which are not callable or redeemable at the option of the issuer.

Muodification of the Indentures

Without the consent of the holders of debt securities, we and the trustee may enter into supplemental
indentures to:

*  document that a successor corporation has assumed our obligations;
* add covenants or events of default for the protection of the holders of debt securities:
* cure any ambiguity or correct any inconsistency in the indentures;
*  permit the facilitation of the defeasance and discharge of the securities;
»  establish the forms or terms of debt securities of any series;
*  provide for conversion rights:
»  provide for guarantees;
*  document the appointment of a successor trustee; or
» other changes specified in the indenture.
If the holders of a majority in principal amount of all affected series, voting together as a single class,

consent, we and the trustee may add to, change or eliminate any of the provisions of an indenture or modify in
any way the rights of holders of the affected series. However, each affected holder must consent before we can:

* extend the stated maturity of the principal;
* reduce the amount of the principal;

» reduce the rate or extend the time of payment of interest;
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» if subordinated debt securities, make any change relating to the subordination of the debt securities in a
materially adverse manner;

*  reduce any premium payable on redemption:
* change the currency in which any debt security is payable;

» adversely affect the right to convert any debt security if the debt security is a convertible debt security;
or

* reduce the percentage in principal amount required to consent to any of the foregoing actions.

We may not amend the subordinated debt indenture to alter the subordination of any outstanding
subordinated debt securities without the consent of each holder of senior indebtedness then outstanding that
would be negatively affected.

Legal Ownership of Debt Securities

We refer to those who have debt securities registered in their own names, on the books that we or the trustee
maintain for this purpose, as “holders” of those debt securities. These persons are the legal holders of the debt
securities. We refer to those who, indirectly through others, own beneficial interests in the debt securities that are
not registered in their own name as indirect holders. As discussed under the heading “Global Securities,” indirect
holders are not legal holders, and investors in debt securities issued in book-entry form or in street name will be
indirect holders.

Additional Mechanics

Form, Exchange and Transfer. Unless otherwise indicated in the prospectus supplement, the debt securities
will be issued:

= only in fully registered form:
* without interest coupons; and
* o denominations of $ 1,000 and any integral multiple of $1,000.
You may have your debt securities broken into more debt securities of permitted smaller denominations or

combined into fewer debt securities of larger denominations, as long as the total principal amount is not changed.
This is called an “exchange.”

The entity performing the role of maintaining the list of registered direct holders is called the “security
registrar.” It will also perform exchanges and transfers. You may exchange or transfer debt securities at the office
of the security registrar.

You will not be required to pay a service charge to transfer or exchange debt securities, but you may be
required to pay for any tax or other governmental charge associated with the exchange or transfer. The transfer or
exchange will only be made if the security registrar is satisfied with your proof of ownership.

In the event of any partial redemption of debt securities of any series. we will not be required to:

*  issue, register the transfer of, or exchange, any debt security of that series during a period beginning at
the opening of business 15 days before the day of mailing of a notice of redemption and ending at the
close of business on the day of the mailing; or

» register the transter of or exchange any debt security of that series selected for redemption, in whole or

in part, except the unredeemed portion being redeemed in part.
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Unless otherwise indicated in a prospectus supplement, the trustee will act as the securities registrar and we
will appoint an office or agency in New York City for you to transfer or exchange debt securities having New
York as the place of payment.

Pavment and Payving Agents. We will pay interest, principal and any other money due on the debt securities
at payment offices that we designate. These offices are called paying agents. You must make arrangements to
have your payment picked up at that office. We may also choose to pay interest by mailing checks to the address
specified in the security register.

We will pay interest to yvou if at the close of business on a particular day in advance of each due date for
interest you are a direct holder, even if you no longer own the debt security on the interest due date. That
particular day is called the “regular record date™ and will be stated in the prospectus supplement. Holders buying
and selling debt securities must work out between them how to compensate for the fact that we will pay all the
interest for an interest period to the one who is the registered holder on the regular record date. The most
common manner is to adjust the sales price of the debt securities to pro rate interest fairly between buyer and
seller. This pro rated interest is called “accrued interest.”

All moneys paid by us to a paying agent for payment on any debt security which remain unclaimed for a
period ending the earlier of:

* |0 business days prior to the date the money would be turned over to the applicable state; or

* gt the end of two years after such payment was due, will be repaid to us. Thereafter, the holder may
look only to us for payment.

Indirect holders should consult their banks or brokers for information on how they will receive payment.

Motices

Motices to be given to holders of a global security will be given only in accordance with the policies of the
depositary, as described in part under “Global Securities.” Notices to be given to holders of debt securities not in
global form will be sent by mail to the address of the holder appearing in the trustee’s records. Indirect holders
should consult their banks or brokers for information on how they will receive notice.

No Personal Liability of Directors, Officers, Emplovees and Stockholders

No incorporator, stockholder, employee, agent, officer, director or subsidiary of ours will have any liability
for any obligations of ours, or because of the creation of any indebtedness under the debt securities, the
indentures or supplemental indentures. The indentures provide that all such liability is expressly waived and
released as a condition of, and as a consideration for, the execution of such indentures and the issuance of the
debt securities.

Ranking

Unless otherwise provided in the prospectus supplement, the debt securities are not secured by any of our
property or assets. Accordingly, your ownership of debt securities means you are one of our unsecured creditors.
The senior debt securities are not subordinated to any of our other debt obligations, and therefore they rank
equally with all of our other unsecured and unsubordinated indebtedness. The subordinated debt securities are
subordinated to some of our existing and future debt and other liabilities.
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Conversion or Exchange

If and to the extent indicated in the applicable prospectus supplement, a series of debt securities may be
convertible or exchangeable into other debt securities or common stock, preferred stock or depositary shares. The
specific terms on which any series may be so converted or exchanged will be described in the applicable prospectus
supplement. These terms may include provisions for conversion or exchange, whether mandatory, at the holder's
option or at our option, in which case the amount or number of securities the debt security holders would receive
wotld be calculated at the time and in the manner described in the applicable prospectus supplement.

Regarding the Trustees

The trustee under either indenture will be named in the prospectus supplement. We and some of our
subsidiaries may conduct transactions with the trustees in the ordinary course of business and the trustees and
their affiliates may conduct transactions with us and our subsidiaries.

Governing Law

Both indentures are. and the senior and subordinated debt securities will be, governed by and construed in
accordance with the laws of the State of California unless otherwise provided in any prospectus supplement.

DESCRIPTION OF PREFERRED STOCK

This section of the prospectus contains a description of the general terms of the preferred stock that we may
issue. Other terms of any series of preferred stock will be described in the prospectus supplement relating to that
series of preferred stock. The terms of any series of preferred stock may differ from the terms described below.

The provisions of the preferred stock described below and in any prospectus supplement are not complete.
You should also refer to our certificate of incorporation and the documents that will be filed with the SEC in
connection with the offering of the series of preferred stock.

General

Or certificate of incorporation permits our board of directors to authorize the issuance of up to 9,940,000
shares of preferred stock, par value $0.01 per share, in one or more series. As of October 24, 2014, we have
designated:

400,000 shares of preferred stock for our Fixed-to-Floating Rate Non-Cumulative Perpetual Preferred
Stock, Series A, our “Series A Preferred Stock™: and

» 48750 shares of preferred stock for our 6.00% Non-Cumulative Perpetual Preferred Stock, Series B,
our “Series B Preferred Stock™.

As of October 24, 2014, 400,000 shares of our Series A Preferred Stock and 488750 shares of our Series B
Preferred Stock remain outstanding. Our board of directors can divide the preferred stock into series and
determine the designation and the rights and preferences of each series. Therefore, without stockholder approwval,
our board of directors can authorize the issuance of preferred stock with voting, conversion and other rights that
could dilute the voting power and other rights of our common stockholders.

The preferred stock will have the terms described below unless otherwise provided in the prospectus

supplement relating to a particular series of the preferred stock. You should read the prospectus supplement
relating to the particular series of preferred stock being offered for specific terms, including:

*  the series designation of the preferred stock and the number of shares offered:
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*  the amount of liquidation preference per share;

* the dividend rate or method of determining that rate:

* the date on which dividends will be paid;

*  voting rights;

* the price at which the preferred stock will be issued:

» dividend rights {which may be cumulative or noncumulative);
* any redemption or sinking fund provisions:

* any provisions relating to convertibility or exchangeahility of the preferred stock into shares of our
common stock or other securities:

» the relative seniority and rank of the series with respect to other series then or thereafter issued;

*  whether we have elected to offer depositary shares as described under “Description of Depositary
Shares™; and

* any other rights, preferences, privileges, limitations, options and restrictions and special or relative
rights, if any. on the preferred stock.

The preferred stock will, when issued, be fully paid and non-assessable. The rights of holders of shares of
each series of preferred stock will be subordinate to those of our general creditors.

As described under “Description of Depositary Shares,” we may, at our option, with respect to any series of
the preferred stock, elect to offer fractional interests in shares of preferred stock, and provide for the issuance of
depositary receipts representing depositary shares, each of which will represent a fractional interest in a share of
the series of the preferred stock. The fractional interest will be specified in the prospectus supplement relating to
a particular series of the preferred stock.

Rank

Any series of the preferred stock will, with respect to the priority of the payment of dividends and the
priority of payments upon liquidation, winding-up and dissolution, rank:

*  senior to all classes of common stock and all equity securities issued by us the terms of which
specifically provide that the equity securities will rank junior to the preferred stock (the junior
SECUTItes );

»  equally with all equity securities issued by us the terms of which specifically provide that the equity
securities will rank equally with the preferred stock (the parity securities); and

* junior to all equity securities issued by us the terms of which specifically provide that the equity
securities will rank senior to the preferred stock.

Dividends

Holders of the preferred stock of each series will be entitled to receive. when, as and if declared by our
board of directors, cash dividends at the rates and on the dates described in the prospectus supplement. Different
series of preferred stock may be entitled to dividends at different rates or based on different methods of
caleulation. The dividend rate may be fixed or variable or both. Dividends will be payable to the holders of
record as they appear on our stock books on record dates fixed by our board of directors, as specified in the
applicable prospectus supplement.
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Dividends on any series of the preferred stock may be cumulative or noncumulative, as described in the
applicable prospectus supplement. If our board of directors does not declare a dividend payable on a dividend
payment date on any series of noncumulative preferred stock, then the holders of that noncumulative preferred
stock will have no right to receive a dividend for that dividend payment date, and we will have no obligation to
pay the dividend accrued for that period, whether or not dividends on that series are declared payable on any
future dividend payment dates. Dividends on any series of cumulative preferred stock will accrue from the date
we initially issue shares of such series or such other date specified in the applicable prospectus supplement.

Unless otherwise specified in the prospectus supplement, no full dividends may be declared or paid or funds
set apart for the payment of any dividends on any parity securities unless dividends have been paid or set apart
for payment on the preferred stock. If full dividends are not paid. the preferred stock will share dividends pro
rata with the parity securities. No dividends may be declared or paid or funds set apart for the payment of
dividends on any junior securities unless full cumulative dividends for all dividend periods terminating on or
prior to the date of the declaration or payment will have been paid or declared and a sum sufficient for the
payment set apart for payment on the preferred stock. The prospectus supplement for non-cumulative preferred
stock may set forth certain restrictions on payments of dividends, or setting aside funds for payment of dividends
on junior securities if dividends on the non-cumulative preferred stock are not paid. Our ability to pay dividends
on our preferred stock is subject to policies established by our regulator and our meeting the requirements of
Delaware corporate law with regard to the payment of dividends.

Rights Upon Liguidation

If we dissolve, liquidate or wind up our affairs, either voluntarily or involuntarily, the holders of each series
of preferred stock will be entitled to receive. before any payment or distribution of assets is made to holders of
junior securities, liguidating distributions in the amount described in the prospectus supplement relating to that
series of preferred stock, plus an amount equal to acerued and unpaid dividends. If the amounts payable with
respect to the preferred stock of any series and any other parity securities are not paid in full, the holders of the
preferred stock of that series and of the parity securities will share proportionately in the distribution of our assets
in proportion to the full liguidation preferences to which they are entitled. After the holders of preferred stock
and the parity securities are paid in full, unless otherwise provided in the prospectus supplement. they will have
no right or claim to any of our remaining assets.

Redemption

A series of the preferred stock may be redeemable, in whole or in part, at our option and subject to policies
established by our regulator. In addition, a series of preferred stock may be subject to mandatory redemption
pursuant to a sinking fund or otherwise. The redemption provisions that may apply to a series of preferred stock,
including the redemption dates and the redemption prices for that series, will be described in the prospectus
supplement.

In the event of partial redemptions of preferred stock, whether by mandatory or optional redemption, our
board of directors will determine the method for selecting the shares to be redeemed. which may be by lot or pro
rata or by any other method determined to be equitable.

On or after a redemption date, unless we default in the payment of the redemption price, dividends will
cease to accrue on shares of preferred stock called for redemption. In addition, all rights of holders of the shares
will terminate except for the right to receive the redemption price.

Voting Rights

Unless otherwise described in the applicable prospectus supplement, holders of the preferred stock will have
no voting rights except as discussed below, set forth in the prospectus supplement or as otherwise required by
law or in our certificate of Incorporation.
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Under regulations adopted by the Federal Reserve, if the holders of any series of preferred stock are or
become entitled to vote for the election of directors, such series will be deemed a “class of voting securities™ and
a company holding 25% or more of the series, or 109% or more if it otherwise exercises a “controlling influence”™
over us, may then be subject to regulation as a savings and loan holding company in accordance with the Home
Owners" Loan Act of 1933, as amended (the “"HOLA™). In addition, at the time the series is deemed a class of
volting securities,

* any other savings and loan holding company may be required to obtain the approval of the Federal
Reserve to acquire or retain more than 5% of that series; and

* any other persons other than a savings and loan holding company may be required to obtain the non-
objection of the Federal Reserve to acquire or retain 10% or more of that series.

In addition, as described under “Description of Common Stock,” the requirements of Delaware law and the
provisions of our certificate of incorporation may have an effect of delaying or preventing a change of control of
The Charles Schwab Corporation in some circumstances.

Exchangeability and Convertibility

The prospectus supplement relating to any series of preferred stock will state the terms. if any, on which
shares of that series are convertible into or exchangeable for shares of our common stock or other securities.

Transfer Agent and Registrar

The transfer agent, dividend and redemption price disbursement agent and registrar for shares of each series
of preferred stock will be named in the applicable prospectus supplement.

DESCRIPTION OF DEPOSITARY SHARES

General

We may, at our option, elect to offer fractional shares of preferred stock, which we call depositary shares,
rather than full shares of preferred stock. If we do, we will 1ssue to the public receipts, called depositary receipts,
for depositary shares. each of which will represent a fraction, to be described in the prospectus supplement, of a
share of a particular series of preferred stock.

The shares of any series of preferred stock represented by depositary shares will be deposited with a
depositary named in the prospectus supplement under a depositary agreement. Unless otherwise provided in the
prospectus supplement. each owner of a depositary share will be entitled, in proportion to the applicable
fractional interest in a share of preferred stock represented by the depositary share, to all the rights and
preferences of the preferred stock represented by the depositary share. Those rights may include dividend, voting,
redemption, conversion and liquidation rights.

Dividends and Other Distributions

The depositary will distribute all cash dividends or other cash distributions received in respect of the
preferred stock to the record holders of depositary shares in proportion to the number of depositary shares owned
by those holders.

If there is a distribution other than in cash, the depositary will distribute property received by it to the record
holders of depositary shares, unless the depositary determines that it is not feasible to make the distribution. If
this occurs, the depositary may, with our approval, sell the property and distribute the net proceeds from the sale

to the holders.
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Withdrawal of Stock

Unless the related depositary shares have been previously called for redemption, upon surrender of the
depositary receipts at the office of the depositary and complying with any other requirement of the depositary
agreement, the holder of the depositary shares will be entitled to delivery, at the office of the depositary to or
upon his or her order, of the number of whole shares of the preferred stock and any money or other property
represented by the depositary shares. If the depositary receipts delivered by the holder evidence a number of
depositary shares in excess of the number of depositary shares representing the number of whole shares of
preferred stock to be withdrawn, the depositary will deliver to the holder at the same time a new depositary
receipt evidencing the excess number of depositary shares. In no event will the depositary deliver fractional
shares of preferred stock upon surrender of depositary receipts.

Redemption of Depositary Shares

Whenever we redeem shares of preferred stock held by the depositary, the depositary will redeem as of the
same redemption date the number of depositary shares representing shares of the preferred stock so redeemed, so
long as we have paid in full to the depositary the redemption price of the preferred stock to be redeemed. The
redemption price per depositary share will be equal to the redemption price and any other amounts per share
payable on the preferred stock multiplied by the fraction of a share of preferred stock represented by one
depositary share. If less than all the depositary shares are to be redeemed, the depositary shares to be redeemed
will be selected by lot or pro rata or by any other equitable method as may be determined by the depositary.

After the date fixed for redemption, depositary shares called for redemption will no longer be deemed to be
outstanding and all rights of the holders of depositary shares will cease, except the right to receive the moneys
payable upon redemption and any money or other property to which the holders of the depositary shares were
entitled upon redemption, upon surrender to the depositary of the depositary receipts evidencing the depositary
shares.

Voting the Preferred Stock

Upon receipt of notice of any meeting at which the holders of the preferred stock are entitled to vote, the
depositary will mail the information contained in the notice of meeting to the record holders of the depositary
receipts relating to that preferred stock. The record date for the depositary receipts relating to the preferred stock
will be the same date as the record date for the preferred stock. Each record holder of the depositary shares on the
record date will be entitled to instruct the depositary as to the exercise of the voting rights pertaining to the
number of shares of preferred stock represented by that holder's depositary shares. The depositary will endeavor,
insofar as practicable, to vote the number of shares of preferred stock represented by the depositary shares in
accordance with those instructions, and we will agree to take all action which may be deemed necessary by the
depositary in order to enable the depositary to do so. The depositary will not vote any shares of preferred stock
except to the extent it receives specific instructions from the holders of depositary shares representing that
number of shares of preferred stock.

Charges of Depositary

We will pay all transfer and other taxes and governmental charges arising solely from the existence of the
depositary arrangements. We will pay charges of the depositary in connection with the initial deposit of the
preferred stock and any redemption of the preferred stock. Holders of depositary receipts will pay other transfer
and other taxes and governmental charges and any other charges as are expressly provided in the depositary
agreement to be for their accounts.
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Resignation and Remowval of Depositary

The depositary may resign at any time by delivering to us a notice of its election to do so, and we may
remove the depositary at any time. Any resignation or removal of the depositary will take effect upon our
appointment of a successor depositary and its acceptance of the appointment. The successor depositary must be
appointed within 60 days after delivery of the notice of resignation or removal and must be a bank or trust
company having its principal office in the United States and having a combined capital and surplus of at least
550,000,000,

Motices

The depositary will forward to holders of depositary receipts all reports and other communications from us
that we deliver to the depositary and which we are required to furnish to the holders of the preferred stock.

Limitation of Liability

Meither we nor the depositary will be liable if either of us is prevented or delaved by law or any
circumstance beyond our control in performing our obligations. Our obligations and those of the depositary will
be limited to performance in good faith of our and its duties under the depositary agreement. We and the
depositary will not be obligated to prosecute or defend any legal proceeding in respect of any depositary shares
or preferred stock unless satisfactory indemnity 1s furnished. We and the depositary may rely upon written advice
of counsel or accountants. on information provided by persons presenting preferred stock for deposit, holders of
depositary receipts or other persons believed to be competent and on documents believed to be genuine.

DESCRIPTION OF COMMON STOCK

General

We have 3,000.000,000 shares of authorized common stock, $0.01 par value per share, of which
1,305,768.922 shares were outstanding as of October 24, 2014, Holders of our common stock are entitled to
recelve dividends when, as and if declared by our board of directors out of any funds legally available for
dividends. Holders of our common stock are also entitled. upon our ligquidation, and after claims of creditors and
any class or series of preferred stock outstanding at the time of liguidation. to receive a pro rata distribution of
our net assets. We pay dividends on our common stock only if we have paid or provided for all dividends on any
outstanding series of preferred stock, for the then current period and, in the case of any cumulative preferred
stock, all prior periods.

Our preferred stock will have preference over our common stock with respect to the payment of dividends
and the distribution of assets in the event of our liguidation or dissolution. Our preferred stock also will also have
such other preferences as may be fixed by our board of directors.

Holders of our common stock are entitled to one vote for each share that they hold and are vested with all of
the voting power of our capital stock, except as our board of directors may provide with respect to any class or
series of preferred stock 1ssued after the date of this prospectus. See “Description of Preferred Stock.™ Our
certificate of iIncorporation does not provide for cumulative voting. Shares of our common stock are not
redeemable, and have no subscription, conversion or preemptive rights.

Our common stock 1s listed on the New York Stock Exchange. Outstanding shares of our common stock are
fully paid and non-assessable.

Transfer Agent and Registrar

The transfer agent and registrar for our common stock is Wells Fargo Bank, NLA.

71-

EFTA01198146



Restrictions on Ownership

Under the HOLA, any “savings and loan holding company,” as defined in the HOLA, is required to obtain
the approval of the Federal Reserve prior to the acquisition of more than 5% of our common stock. Any other
person, other than a savings and loan holding company., is required to obtain prior non-objection of the Federal
Reserve to acquire 10% or more of our common stock. Any company hoelding 25% or more of our common
stock, or a company holding 10% or more if the company otherwise exercises a “controlling influence™ over us,
i subject to regulation as a savings and loan holding company under the HOLA.

Business Combination Statute

Under the Delaware General Corporations Law (“DGCL™), a corporation is prohibited from engaging in any
business combination with an interested stockholder or any entity if the transaction is caused by the interested
stockholder for a period of three years from the date on which any such stockholder first becomes an interested
stockholder. There is an exception to the three-year waiting period requirement if:

*  prior to the stockholder becoming an interested stockholder, the board of directors approves the
business combination or the transaction in which the stockholder became an interested stockholder;

* upon the completion of the transaction in which the stockholder became an interested stockholder, the
interested stockholder owns at least 85% of the voting stock of the corporation other than shares held
by directors who are also officers and certain employee stock plans; or

* the business combination is approved by the board of directors and by the affirmative vote of 66 2/3%
of the outstanding voting stock not owned by the interested stockholder at a meeting.

The DGCL defines the term “business combination™ to include transactions such as mergers, consolidations
or transfers of 109% or more of the assets of the corporation. The DGCL defines the term “interested stockholder”
generally as any person who (together with affilistes and associates) owns (or in certain cases, within the past
three yvears did own) 15% or more of the outstanding voting stock of the corporation. A corporation can expressly
elect not to be governed by the DGCL’s business combination provisions in its certificate of incorporation or
bylaws, but we have not done so.

Supermajority Vote Requirement

Owr certificate of incorporation provides that, notwithstanding any lesser percentage permitted by law, 80%
of the voting power of our stockholders, voting together as a single class, must approve any of the following
business combinations:

A merger or consolidation of us or any of our subsidiaries with (1) an interested stockholder or (2) any
other corporation which after such merger or consolidation would be an affiliate or associate of an
interested stockholder;

*  Any sale or other arrangement with or for the benefit of an interested stockholder or any affiliate or
associate of an interested stockholder involving any of our assets, securities or commitments, any of
our subsidiares, any interested stockholder or any affiliate or associate of any interested stockholder, in
each case having an aggregate fair market value of 55,000,000 or more;

*  The issuance or transter by us or any of our subsidiaries of any of our securities or any of our
subsidiaries’ securities to any interested stockholder or its affiliate or associate in exchange for cash,
securities or other property having an aggregate fair market value of $5,000,000 or more;

*  The adoption of any plan or proposal for our liquidation or dissolution; or

»  Any reclassification of our securities (including any reverse stock split), or our merger or consolidation
with any of our subsidiaries, or any other transaction which has the effect. directly or indirectly, of
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increasing the proportionate share of the outstanding shares of any class of our voting stock or series
thereof or any of our subsidiaries which is directly or indirectly owned by any interested stockholder or
its affiliate or associate.

The 80% requirement does not apply to business combinations approved by a majority of the disinterested
directors then in office. A disinterested director is defined as any member of our board who:

= is not an interested stockholder;
= 15 unaffiliated with and not a representative of an interested stockholder;

* isnota party to an agreement or arrangement with an interested stockholder to act in concert with such
interested stockholder to direct our management or policies: and

* gither was a member of our board prior to the time that the interested stockholder became an interested
stockholder, or is a successor of a disinterested director and was nominated to succeed a disinterested
director by a majority of the disinterested directors at the time of nomination; provided that, this
requirement does not apply if the business combination involves a party that was an interested
stockholder on July 30, 1987,

DESCRIPTION OF PURCHASE CONTRACTS

We may issue purchase contracts, representing contracts obligating holders to purchase from or sell to us, or
obligating us to purchase from or sell to the holders, a specified or variable number of shares of our common
stock, preferred stock, depositary shares or other securities that may be sold under this prospectus, as applicable,
at a future date or dates. The price per share of common stock or preferred stock or per depositary share or the
price of the other securities. as applicable, may be fixed at the time the purchase contracts are entered into or may
be determined by reference to a specific formula contained in the purchase contracts. We may issue purchase
contracts in amounts and in as many distinct series as we wish, and the contracts may be put or call options,
forward contracts, futures contracts or other types of contracts. The purchase contracts may be issued separately
or as part of units. The purchase contracts may require us to make periodic payments to the holders of the
purchase contracts, or vice versa, and these payments may be unsecured or prefunded and may be paid on a
current or on a deferred basis. The purchase contracts may require holders to secure their obligations under those
contracts in a specified manner. Any purchase contract may include anti-dilution provisions to adjust the number
of shares issuable pursuant to the purchase contract upon the occurrence of specified events.

The applicable prospectus supplement may contain, where applicable, the following information about the
purchase contracts issued under it:

= whether the purchase contracts obligate the holder to purchase or sell. or both purchase and sell. our
common stock, preferred stock, depositary shares or other securities, as applicable. and the nature and
amount of each of those securities, or the method of determining those amounts:

* whether the purchase contracts are to be prepaid or not;

*  whether the purchase contracts are to be settled by delivery, or by reference or linkage to the value,
performance or level of our common stock, preferred stock, depositary shares or other securities;

= any acceleration, cancellation, termination or other provisions relating to the settlement of the purchase
contracts;

* whether the purchase contracts will be issued in fully registered or global form: and
= any other terms of the purchase contracts.
The description in the prospectus supplement will not necessarily be complete and will be qualified in its

entirety by the purchase contracts, and, if applicable, collateral arrangements and depositary arrangements,
relating to the purchase contracts.
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DESCRIPTION OF WARRANTS

We may issue warrants that are either debt warrants or universal warrants. We may offer warrants separately
or together with one or more additional securities, including other warrants, or any combination of those
securities in the form of units, as described in the applicable prospectus supplement. We may issue warrants in
any amounts or in as many distinct series as we determine. Below is a description of some general terms and
provisions of the warrants that we may offer. Further terms of the warrants will be described in the prospectus
supplement.

Description of Debt Warrants

Debt warrants are rights for the purchase of debt securities. Debt warrants may be issued independently or
together with our other securities and may be attached to, or separate from, our other securities. Any debt warrant
agreement will be filed as an exhibit to or incorporated by reference in the registration statement. If debt warrants
are offered, the prospectus supplement will describe the terms of the debt warrants, including:

the offering price:

the designation, aggregated stated principal amount and terms of the debt securities purchasable upon
exercise of the warrants;

the currency or currency units in which the offering price. if any, and the exercise price are payable;

the date on which the right to exercise the warrants will begin and the date on which that right will
expire or, if you may not continuously exercise the warrants throughout that period. the specific date or
dates on which you may exercise the warrants;

whether the warrants will be issued in global or certificated form;
if applicable, a discussion of some of the United States federal income tax consequences;

the identity of any warrant agent for the warrants and of any other depositaries, execution or paying
agents, transfer agents, registrars or other agents;

the proposed listing, if any, of the warrants or any securities purchasable upon exercise of the warrants
on any securities exchange;

the designation, aggregate principal amount, currency and terms of the debt securities that may be
purchased upon exercise of the warrants;

if applicable, the designation and terms of the debt securities;

if applicable, the date after which the warrants and the related debt securities will be separately
transferahle;

if applicable, the minimum or maximum amount of the warrants that may be exercised at any one time:
information with respect to book-entry procedures, if any:

the anti-dilution provisions of the warrants, if any:

any redemption or call provisions;

whether the warrants are to be sold separately or with other securities as parts of units; and

any additional terms of the warrants, including terms, procedures and limitations relating to the
exchange and exercise of the warrants.
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Description of Universal Warrants

Universal warrants are rights for the purchase or sale of, or whose cash value is determined by reference to
the performance, level or value of, one or more of the following:

securities of one or more issuers, including our common stock, preferred stock, depositary shares or
other securities described in this prospectus or the debt or equity securities of third parties;

ONE OF MOTE CUITENCies or CUrrency units;
one or more commodities;

any other financial, economic or other measure or instrument, incloding the occurrence or non-
oecurrence of any event or circumstance; and

one or more of the indices or baskets of the items described above.

Universal warrants may be issued independently or together with other securities offered by any prospectus
supplement and may be attached to or separate from the other securities. Any universal warrant agreement will
be filed as an exhibit to or incorporated by reference in the registration statement.

If universal warrants are offered, the prospectus supplement will describe the terms of the universal
warrants, including the following:

the offering price:

the title and aggregated number of the warrants:

the nature and amount of the warrant property that the warrants represent the right to buy or sell;
the currency or currency units in which the offering price. if any, and the exercise price are payable;

whether the warrants are put warrants or call warrants, including in either case whether the warrants
may be settled by means of net cash settlement or cashless exercise;

whether the exercise price may be paid in cash or by exchange of the warrant property or both, the
method of exercising the warrants and whether settlement will oceur on a net basis or a gross basis;

the date on which the right to exercise the warrants will begin and the date on which that right will
expire or, if you may not continuously exercise the warrants throughout that period, the specific date or
dates on which you may exercise the warrants;

if applicable, a discussion of certain of the United States federal income tax consequences;
whether the warrants and underlying securities will be listed on any securities exchange;
whether the warrants will be issued in global or certificated form;

a description of the terms of any warrant agreement to be entered into between us and a warrant agent
that governs the warrants;

if applicable, the date after which the warrants and the related debt securities will be separately
transferahle;

if applicable, the minimum or maximum amount of the warrants that may be exercised at any one time:
information with respect to book-entry procedures, if any:

the anti-dilution provisions of the warrants, if any:

any redemption or call provisions;

whether the warrants are to be sold separately or with other securities as parts of units; and
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» any additional terms of the warrants, including terms, procedures and limitations relating to the
exchange and exercise of the warrants.

Modification

Except as set forth in the prospectus supplement, we and the warrant agent. if any, may amend the terms of
any warrant agreement and the warrants without the consent of the holders of the warrants to cure any ambiguity.
to correct any inconsistent provision or in any manner we deem necessary or desirable and which will not affect
adversely the interests of the holders of the warrants. In addition, we may amend the warrant agreement, if any,
and the terms of the warrants with the consent of the holders of a majority of the outstanding unexercised
warrants affected; provided that. no modification to the warrants can change the exercise price, reduce the
amounts receivable upon exercise, cancellation or expiration, shorten the time period during which the warrants
may be exercised or otherwise materially and adversely affect the rights of the holders of the warrants or reduce
the percentage of outstanding warrants required to modify or amend any warrant agreement or the terms of the
warrants, without the consent of all of the affected holders.

Unsecured Obligations

Any warrants we issue will be our unsecured contractual obligations. No warrant agreement will be
qualified as an indenture, and no warrant agent will be required to gualify as a trustee under the Trust Indenture
Act. Holders of warrants issued under a warrant agreement will not have the protection of the Trust Indenture
Act.

DESCRIPTION OF UNITS

General

We may issue units consisting of one or more securities. Each unit will be issued so that the holder of the
unit is also the holder of each security included in the unit. Thus, the holder of a unit will have the rights and
obligations of a holder of each included security. Units may also include debt obligations of third parties, such as
United States Treasury securities. The unit agreement under which a unit 15 issued may provide that the securities
included in the unit may not be held or transferred separately at any time or at any time before a specified date.

If units are offered, the prospectus supplement will describe the terms of the units, including the following:

*  the designation and terms of the units and of the securities comprising the units, including whether and
under what circumstances the securities comprising the units may or may not be held or transferred
separately;

*  the name of any unit agent;

* g description of the terms of any unit agreement to be entered into between us and any unit agent that
governs the units;

*  whether the units are to be prepaid or not;
*  whether the units will be listed on any securities exchange;
*  whether the units will be issued in fully registered or global form; and

* g description of any provisions for the payment, settlement, transfer or exchange of the units or the
securities comprising the units.
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Modification

Except as described in the prospectus supplement, we and the unit agent. if any, may amend the terms of
any unit agreement and the units without the consent of the holders of the units to cure any ambiguity. to correct
any inconsistent provision or in any manner we deem necessary or desirable and which will not affect adversely
the interests of the holders of the units. In addition, we may amend the unit agreement, if any, and the terms of
the units with the consent of the holders of a majority of the outstanding unexpired units affected: provided that,
no modification to the units can materially and adversely affect the rights of the holders of the units or reduce the
percentage of outstanding units required to modify or amend any unit agreement or the terms of the units,
without the consent of all of the affected holders.

Unsecured Obligations

Any units we issue will be our unsecured contractual obligations. No unit agreement will be qualified as an
indenture. and no unit agent will be required to qualify as a trustee under the Trust Indenture Act. Holders of
units issued under a unit agreement will not have the protection of the Trust Indenture Act.

The applicable prospectus supplement will describe the terms of any units. The preceding description and
any description of units in the applicable prospectus supplement does not purport to be complete and is subject to
and is gualified in its entirety by reference to the relevant unit agreement and, if applicable, collateral
arrangements and depositary arrangements relating to such units that we will file with the SEC in connection
with the offering of units.

GLOBAL SECURITIES

Unless otherwise indicated in the applicable prospectus supplement, securities will be 1ssued in the form of
one or more global certificates, or “global securities” registered in the name of a depositary or its nominee.
Unless otherwise indicated i the applicable prospectus supplement. the depositary will be The Depository Trust
Company, commonly referred to as DTC.

The following is a summary of the depositary arrangements applicable to the securities issued in global form
and for which DTC acts as depositary. If there are any changes from this summary. they will appear in a
prospectus supplement.

If any securities are to be issued in global form, you will not receive a paper certificate representing the
securities you have purchased. Instead. we will deposit with DTC or its custodian one or more fully registered
global certificates, a “global certificate” registered in the name of Cede & Co. (DTC's nominee) for the book-
entry securities, representing in the aggregate the total number or aggregate principal balance of the securities.

Since the global certificate is registered in the name of DTC or its nominee, DTC or its nominee 15 said to
have legal or record ownership of the global certificate. Persons who buy interests in the global security by
purchasing securities are said to own a beneficial interest in the global security.

Only institutions {sometimes referred to as “participants™) that have accounts with DTC or its nominee or
persons that may hold interests through participants, such as individual members of the public, may own
beneficial interests in a global certificate. Ownership of beneficial interests in a global certificate by participants
will be evidenced only by, and the transfer of that ownership interest will be effected only through, records
maintained by DTC or its nominee.

Ownership of beneficial interests in a global certificate by persons that hold through participants will be

evidenced only by, and the transfer of that ownership interest within that participant will be effected only
through, records maintained by that participant.
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DTC has no knowledge of the actual beneficial owners of the book-entry securities. Beneficial owners will
not receive written confirmation from DTC of their purchase, but beneficial owners are expected to receive
written confirmations providing details of the transaction, as well as periodic statements of their holdings, from
the participants through which the beneficial owners purchase the securities.

DTC alone is responsible for any aspect of its records, any nominee or any participant relating to, or
payments made on account of, beneficial interests in a global certificate or for maintaining, supervising or
reviewing any of the records of DTC, any nominee or any participant relating to such beneficial interests.

The laws of some jurisdictions require that certain purchasers of securities take physical delivery of the
securities in definitive form. These laws may impair the ability to transfer beneficial interests in a global
certificate.

We have been advised by DTC that upon the issuance of a global certificate and the deposit of that global
certificate with DTC, DTC will immediately credit, on its book-entry registration and transfer system, the
respective amounts represented by that global certificate to the accounts of its participants.

We will pay principal of, interest and premium (if any) on debt securities and payments to holders with
respect to warrants, purchase contracts, units, stock and depositary shares represented by a global certificate
registered in the name of or held by DTC or its nominee to the relevant trustee (or agent) who in turn will make
payments to DTC or its nominee, as the case may be, as the registered owner and holder of the global certificate
representing those securities in immediately available funds. We have been advised by DTC that upon receipt of
any payment of principal, interest, premium (if any) or other distribution of underlying securities or other
property to holders on a global certificate, DTC will immediately credit, on its book-entry registration and
transfer system, accounts of participants with payments in amounts proportionate to their respective beneficial
interests in the principal or stated amount of that global certificate as shown in the records of DTC. Payments by
participants to owners of beneficial interests in a global certificate held through those participants will be
governed by standing instructions and customary practices, as is now the case with securities held for the
accounts of customers in bearer form or registered in “street name,” and will be the sole responsibility of those
participants, subject to any statutory or regulatory requirements as may be in effect from time to time.

A global certificate will be exchangeable for definitive securities (paper certificates) registered in the name
of, and a transfer of a global certificate may be registered to, any person other than DTC or its nominee, only if:

*»  DTC notifies us that it is unwilling or unable to continue as depositary for that global certificate or if at
any time DTC ceases to be registered under the Exchange Act:

* we determine in our discretion that the global certificate shall be exchangeable for definitive securities
in registered form; or

* in the case of debt securities, there shall have oceurred and be continuing an event of default or an
event which, with notice or the lapse of time or both, would constitute an event of default with respect
to the debt securities and certain other conditions have been met if and to the extent set forth in the
applicable indenture.

Any global certificate representing a debt security that is exchangeable pursuant to the preceding paragraph
will be exchangeable in whole for definitive debt securities in registered form, of like tenor and of an equal
aggregate principal amount as the global certificate, in denominations specified in the applicable prospectus
supplement (if other than 51,000 and integral multiples of $1,000). The definitive debt securities will be
registered by the registrar in the name or names instructed by DTC. We expect that such instructions may be
based upon directions received by DTC from its participants with respect to ownership of beneficial interests in
the global certificate.
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Any global certificate representing a warrant, purchase contract or unit that is exchangeable pursuant to
either of the first two conditions listed above will be exchangeable in whole for definitive warrants, purchase
contracts or units in registered form, of like tenor and of an equal aggregate stated amount as the global
certificate, in denominations specified in the applicable prospectus supplement. The definitive warrants, purchase
contracts or units will be registered by the registrar in the name or names instructed by DTC. We expect that such
instructions may be hased upon directions received by DTC from its participants with respect to ownership of
beneficial interests in the global certificate.

DTC may discontinue providing its services as securities depositary with respect to any of the book-entry
securities at any time by giving reasonable notice to the relevant trustee (or the relevant warrant agent, purchase
contract agent or unit agent) and us. If a successor securities depositary is not obtained, definitive debt security
(or definitive warrant, purchase contract or unit) certificates representing the debt securities {or warrant, purchase
contract or unit) are required to be printed and delivered. We, at our option, may decide to discontinue use of the
system of book-entry transfers through DTC (or a successor depositary ).

Except as provided above, owners of the beneficial interests in a global certificate representing a debt
security will not be entitled to receive physical delivery of debt securities in definitive form and will not be
considered the holders of securities for any purpose under the indentures.

Mo global security shall be exchangeable except for another global certificate of like denomination and
tenor to be registered in the name of DTC or its nominee. Accordingly, each person owning a beneficial interest
in a global security must rely on the procedures of DTC and, if that person is not a participant, on the procedures
of the participant through which that person owns its interest, to exercise any rights of a holder under the global
security or the indentures.

Redemption notices will be sent to Cede & Co. as the registered holder of the book-entry securities. If less
than all of a series of the debt securities are being redeemed, DTC will determine the amount of the interest of
each direct participant to be redeemed in accordance with its then current procedures.

Although voting with respect to the book-entry securities is limited to the holders of record of the book-
entry securities, in those instances in which a vote is required, neither DTC nor Cede & Co. will itself consent or
vote with respect to book-entry securities. Under its usual procedures, DTC would mail an omnibus proxy to the
relevant trustee as soon as possible after the record date. The omnibus proxy assigns Cede & Co.’s consenting or
voting rights to those direct participants to whose accounts such book-entry securities are credited on the record
date (identified in a listing attached to the omnibus proxy).

DTC has advised us that DTC is a limited-purpose trust company organized under the New York Banking
Law, a “banking organization” within the meaning of the New York Banking Law, a member of the Federal
Reserve System, a “clearing corporation” within the meaning of the New York Uniform Commercial Code and a
“clearing agency” registered pursuant to the provisions of Section 17A of the Exchange Act. DTC holds
securities that its direct participants deposit with DTC. DTC also facilitates the post-trade settlement among
participants of sales and other securities transactions in deposited securities, through electronic computerized
book-entry transfers and pledges between participants” accounts. This eliminates the need for physical movement
of securities certificates. Direct participants include both United States and non-United States securities brokers
and dealers, banks. trust companies, clearing corporations and certain other organizations. DTC is a wholly-
owned subsidiary of The Depository Trust & Clearing Corporation, which, in turn, is owned by a number of
direct participants of DTC. Access to the DTC system is also available to others, referred to as “indirect
participants”, such as both United States and non-United States securities brokers and dealers, banks, trust
companies and clearing corporations that clear through or maintain a direct or indirect custodial relationship with
a direct participant. The rules applicable to DTC and its participants are on file with the SEC.
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The information in this section concerning DTC and DTC's book-entry system has been obtained from
sources that we believe to be accurate, but assume no responsibility for the accuracy thereof. We do not have any
responsibility for the performance by DTC or its participants of their respective obligations as described herein or
under the rules and procedures governing their respective operations.

Clearstream Banking and Euroclear System

If specified in a prospectus supplement to this prospectus with respect to a particular series, investors may
elect to hold interests in a particular series of securities outside the U.S. through Clearstream Banking, société
anonyme (“Clearstream”™) or the Euroclear System (“Euroclear™), if they are participants in those systems, or
indirectly through organizations that are participants in those systems. Clearstream and Euroclear will hold
interests on behalf of their participants through customers’ securities accounts in Clearstream’s and Euroclear™s
names on the books of their respective depositaries. Those depositaries in turn hold those interests in customers’
securities accounts in the depositaries” names on the books of DTC.

Clearstream has advised us that it is incorporated under the laws of Luxembourg as a professional
depositary. Clearstream holds securities for its participants and facilitates the clearance and settlement of
securities transactions between Clearstream participants through electronic book-entry changes in accounts of
participants, thereby eliminating the need for physical movement of certificates. Clearstream provides to
Clearstream participants, among other things, services for safekeeping, administration, clearance and settlement
of internationally traded securities, and securities lending and borrowing. Clearstream interfaces with domestic
markets in several countries. Clearstream has established an electronic bridge with Euroclear to facilitate
settlement of trades between Clearstream and Euroclear.

Distributions with respect to permanent global securities held beneficially through Clearstream will be
credited to cash accounts of Clearstream participants in accordance with its rules and procedures, to the extent
received by the U.S. depositary for Clearstream.

Euroclear holds securities for participants of Euroclear and clears and settles transactions between Euroclear
participants through simultaneous electronic book-entry delivery against payment, thereby eliminating the need
for physical movement of certificates and any risk from lack of simultaneous transfers of securities and cash.
Euroclear includes various other services, including securities lending and borrowing, and interfaces with
domestic markets in several countries. Euroclear participants include banks (including central banks), securities
brokers and dealers, and other professional financial intermediaries and may include the underwriters for a
particular offering of securties. Indirect access to Euroclear is also available to other firms that clear through or
maintain a custodial relationship with a Euroclear participant, either directly or indirectly.

Euroclear is operated by Euroclear Bank 5. ANV, (the “Euroclear Operator™). Securities clearance
accounts and cash accounts with the Euroclear Operator are governed by the Terms and Conditions Governing
Use of Euroclear and the related Operating Procedures of the Euroclear System, and applicable law (collectively,
the “Terms and Conditions™). The Terms and Conditions govern transfers of securities and cash within Euroclear,
withdrawals of securities and cash from Euroclear, and receipts of payments with respect to securities in
Euroclear. The Euroclear Operator holds all securities in Euroclear on a fungible basis without attribution of
specific certificates to specific securities clearance accounts.

Distributions with respect to permanent global securities held beneficially through Evroclear will be
credited to the cash accounts of Euroclear participants in accordance with the Terms and Conditions, to the extent
received by the U.S. depositary for Euroclear.

Unless otherwise specified in a prospectus supplement with respect to a particular series of permanent
global securities, initial settlement for permanent global securities will be made in immediately available funds.

If the prospectus supplement specifies that interests in the permanent global securities may be held through
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Clearstream or Euroclear, Clearstream and/or Euroclear participants will conduct secondary market trading with
other Clearstream and/or Euroclear participants in the ordinary way in accordance with the applicable rules and
operating procedures of Clearstream and Euroclear. Then secondary market trades will settle using the
procedures applicable to conventional eurobonds in immediately available funds.

Investors should be aware that they will be able to make and receive deliveries, payments and other
communications involving the securities through Clearstream and Euroclear only on days when those systems are
open for business. Those systems may not be open for business on days when banks, brokers and other
institutions are open for business in the United States. In addition, because of time-zone differences, there may
be problems with completing transactions involving Clearstream and Euroclear on the same business day as in
the United States. U5, investors who wish to transfer their interests in the securities, or to receive or make a
payment or delivery of the securities, on a particular day, may find that the transactions will not be performed
until the next business day in Luxembourg or Brussels, depending on whether Clearstream or Euroclear is used.

The information in this section concerning Euroclear and Clearstream has been obtained from sources that
we believe to be accurate, but we assume no responsibility for the accuracy thereof. We do not have any
responsibility for the performance by Euroclear or Clearstream or its participants of their respective obligations
as described herein or under the rules and procedures governing their respective operations.

Although DTC, Clearstream. and Euroclear have agreed to the procedures described above in order to
facilitate transfers of interests in permanent global securities among DTC participants, Clearstream, and
Euroclear, they are under no obligation to perform those procedures, and those procedures may be discontinued
at any time.

PLAN OF DISTRIBUTION (CONFLICTS OF INTEREST)

We may sell the securities from time to time as follows:
* toor through underwriters or dealers, which may be affiliates;
* through agents, which may be affiliates;
*  directly to purchasers; or
* through a combination of any of these methods.
We may also offer and sell, or agree to deliver, securities pursuant to, or in connection with, any put option

agreement or other contractual arrangement, whether directly to investors or through one or more special purpose
viehicles.

In addition, we may enter into derivative transactions with third parties, or sell securities not covered by this
prospectus to third parties in privately negotiated transactions. If the applicable prospectus supplement indicates,
in connection with a transaction the third parties may. pursuant to this prospectus and the applicable prospectus
supplement, sell securities covered by this prospectus and the applicable prospectus supplement. If so, the third
party may use securities borrowed from us or others to settle such sales and may use securities received from us
to close out any related short positions. We may also lend or pledge securities covered by this prospectus and the
applicable prospectus supplement to third parties, who may sell the loaned securities or, in an event of default in
the case of a pledge. sell the pledged securities pursuant to this prospectus and the applicable prospectus
supplement.

The distribution of the securities may be effected from time to time in one or more transactions:

* gt a fixed price, or prices, which may be changed from time to time;
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» ot market prices prevailing at the time of sale;
* at prices related to the prevailing market prices; or

* ot negotiated prices.

Each prospectus supplement will describe the methed of distribution of the securities and any applicable
restrictions.

The prospectus supplement with respect to the securities of a particular series will describe the terms of the
offering of the securities, including the following:

*  the name or names of any underwriters, dealers or agents and the amount of securities underwritten or
purchased by each of them;

* the public offering or purchase price;

* any over-allotment options under which agents or underwriters may purchase additional securities from
us;

» any discounts, concessions and commissions to be allowed or paid to the agent or underwriters;
* all other items constituting agent or underwriting compensation;
* any discounts and commissions to be allowed or reallowed or paid to dealers; and

* any securities exchanges on which the securities may be listed.

Any initial public offering price and any discounts or concessions allowed or reallowed or paid to dealers
may be changed from time to time.

If underwriters are used in the sale of any securities, the securities will be acquired by the underwriters for
their own account and may be resold from time to time in one or more transactions described above. Generally,
the underwriters” obligations to purchase the securities will be subject to specified conditions. The underwriters
will be obligated to purchase all of the securities if they purchase any of the securities. If agents are used in the
sale of any securities, they generally will be acting on a best efforts basis for the period of their appointment.

Only the agents, dealers or underwriters named in the prospectus supplement will be the agents, dealers or
underwriters in connection with the securities being offered. Under agreements that we may enter into,
underwriters, dealers or agents who participate in the distribution of securities by use of this prospectus and any
prospectus supplements may be entitled to indemnification by us against certain liabilities, including liabilities
under the Securities Act, or to contribution with respect to payments that those underwriters, dealers or agents
may be required to make.

As one of the means of direct issuance of offered securities, we may utilize the services of an entity through
which we may conduct an electronic “dutch auction”™ or similar offering of the offered securities among potential
purchasers who are eligible to participate in the auction or offering of the offered securities, if so described in the
applicable prospectus supplement.

If so indicated in the applicable prospectus supplement, we will authorize agents, underwriters or dealers to
solicit offers by certain institutions to purchase securities from us pursuant to delayed delivery contracts
providing for payment and delivery on the future date stated in the prospectus supplement. Such contracts will be

subject only to those conditions set forth in the prospectus supplement or supplements.

Some of the underwriters and their affiliates may have in the past provided, may be currently providing and
may in the future from time to time provide, financial advisory, commercial banking, investment banking,
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research, trading, trustee, escrow, transfer agent and custody services to us or our subsidiaries (including as
parties to our credit agreement), for which they have in the past received, and may currently or in the future
recelve, customary fees and expenses.

Any underwriter, agent or dealer that we use in the initial offering of debt securities will not confirm sales to
any account over which it exercises discretionary authority without the prior specific written approval of its
customer.

If Charles Schwab & Co., Inc. or any other broker-dealer subsidiary that we may have participates in the
distribution of our securities, we will conduct the offering in accordance with the applicable requirements of Rule
5121 of the Financial Industry Regulatory Authority’s rules or any successor provisions.

Following the initial distribution of any of these securities, our affiliates, including Charles Schwab & Co.,
may offer and sell these securities (as well as securities initially offered and sold under previous registration
statements) in market-making transactions as part of their business as broker-dealers. Charles Schwab & Co., Inc.
and our other affiliates may act as principals or agents in these transactions and may make any sales at varying
prices related to prevailing market prices at the time of sale or otherwise. Charles Schwab & Co., Inc. and our
other affiliates may use this prospectus in connection with such transactions.

Unless we or our agent inform you in your confirmation of sale that the security is being purchased in its
original offering and sale, you may assume that you are purchasing the security in a market-making transaction.

The securities may be new issues of securities and may have no established trading market. The securities
may or may not be listed on a securities exchange. We can make no assurance as to the liquidity of or the
existence of trading markets for any of the securities.

VALIDITY OF SECURITIES

The validity of the securities to be issued under this prospectus, will be passed upon for us by Arnold &
Porter LLP, counsel to The Charles Schwab Corporation. Partners of that firm beneficially own an aggregate of
less than 1% of our common stock.

EXPERTS

The consolidated financial statements and the related financial statement schedule, incorporated in this
prospectus by reference from our Annual Report on Form 10-K, and the effectiveness of our internal control over
financial reporting have been audited by Deloitte & Touche LLP, an independent registered public accounting
firm, as stated in their report, which is incorporated herein by reference. Such consolidated financial statements
and financial statement schedule have been so incorporated in reliance upon the report of such firm given upon
their authority as experts in accounting and auditing.
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