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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

FORM 10-Q

(Mark One)

xQUARTERLY REPORT PURSUANT TO SECTION 13 OR 15 (d) OF THE SECURITIES EXCHANGE ACT OF
1934

For the Quarterly period ended March 31, 2018

OR

¨TRANSITION REPORT PURSUANT TO SECTION 13 OR 15 (d) OF THE SECURITIES EXCHANGE ACT OF
1934

For the transition period from ________________________ to

Commission file number 1-7865

HMG/COURTLAND PROPERTIES, INC.
(Exact name of small business issuer as specified in its charter)

Delaware 59-1914299
(State or other jurisdiction of (I.R.S. Employer
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1870 S. Bayshore Drive, Coconut Grove, Florida33133
(Address of principal executive offices) (Zip Code)

305-854-6803
(Registrant's telephone number, including area code)

Not Applicable
(Former name, former address and former fiscal year, if changed since last report)

Indicate by check mark whether the issuer (1) has filed all reports required to be filed by Sections 13 or 15 (d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days.

Yes x No ¨

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T
(§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required
to submit and post such files).
Yes x No ¨

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

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

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the exchange Act).  
Yes ¨     No x

APPLICABLE ONLY TO CORPORATE ISSUERS:

State the number of shares outstanding of each of the issuer's classes of common equity, as of the latest practicable
date. 1,013,292 common shares were outstanding as of May 15, 2018.
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Cautionary Statement. This Form 10-Q contains certain statements relating to future results of the Company that are
considered "forward-looking statements" within the meaning of the Private Litigation Reform Act of 1995. Actual
results may differ materially from those expressed or implied as a result of certain risks and uncertainties, including,
but not limited to, changes in political and economic conditions; interest rate fluctuation; competitive pricing
pressures within the Company's market; equity and fixed income market fluctuation; technological change; changes in
law; changes in fiscal, monetary, regulatory and tax policies; monetary fluctuations as well as other risks and
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uncertainties detailed elsewhere in this Form 10-Q or from time-to-time in the filings of the Company with the
Securities and Exchange Commission. Such forward-looking statements speak only as of the date on which such
statements are made, and the Company undertakes no obligation to update any forward-looking statement to reflect
events or circumstances after the date on which such statement is made or to reflect the occurrence of unanticipated
events.
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HMG/COURTLAND PROPERTIES, INC.  AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS

March 31, December 31,
2018 2017
(UNAUDITED)

ASSETS
Investment properties, net of accumulated depreciation:
Office building and other commercial property $ 860,292 $857,464
Total investment properties, net 860,292 857,464

Cash and cash equivalents 19,852,798 5,223,995
Investments in marketable securities 5,159,019 4,549,745
Other investments 6,056,778 6,412,120
Investment in affiliate 1,603,014 1,757,607
Loans, notes and other receivables 1,516,543 1,561,750
Investment in residential real estate partnership 374,186 1,685,978
Other assets 99,996 108,020
TOTAL ASSETS $ 35,522,626 $22,156,679

LIABILITIES
Margin payable $ 10,492,517 $267,198
Accounts payable, accrued expenses and other liabilities 118,855 119,171
Amounts Due to Adviser for incentive fee 608,210 43,279
Note payable to affiliate 1,340,000 1,550,000
Deferred income taxes payable 111,358 84,153
TOTAL LIABILITIES 12,670,940 2,063,801

STOCKHOLDERS' EQUITY
Excess common stock, $1 par value; 100,000 shares authorized: no shares issued - -
Common stock, $1 par value; 1,050,000 shares authorized, 1,046,393 and
1,035,493 shares issued as of March 31, 2018 and December 31, 2017, respectively 1,046,393 1,035,493

Additional paid-in capital 24,157,986 24,076,991
Less: Treasury shares at cost 33,101 shares (340,281 ) (340,281 )
Undistributed gains from sales of properties, net of losses 55,149,410 52,208,753
Undistributed losses from operations (57,403,984 ) (57,120,990 )
Total stockholders' equity 22,609,524 19,859,966
Noncontrolling interest 242,162 232,912
TOTAL EQUITY 22,851,686 20,092,878
TOTAL LIABILITIES AND EQUITY $ 35,522,626 $22,156,679

See notes to the condensed consolidated financial statements
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HMG/COURTLAND PROPERTIES, INC.  AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (UNAUDITED)

For the three months ended
March 31,
2018 2017

REVENUES
Real estate rentals and related revenue $ 18,092 $ 17,010
Total revenues 18,092 17,010

 EXPENSES
Operating Expenses:
Rental and other properties 11,075 23,170
Adviser's base fee 165,000 165,000
General and administrative 84,643 80,168
Professional fees and expenses 102,252 79,865
Directors' fees and expenses 20,500 16,000
Depreciation expense 3,849 3,849
Interest expense 20,973 15,333
Total expenses 408,292 383,385

Loss before other income, income taxes and gain on sale of real estate (390,200 ) (366,375 )

Net realized and unrealized (losses) gains from investments in marketable securities (20,761 ) 126,512
Equity loss from operations of residential real estate partnership (143,889 ) (117,176 )
Net income from other investments 217,703 278,616
Interest, dividend and other income 90,608 140,842
Total other income 143,661 428,794

(Loss) income before income taxes and gain on sale of real estate (246,539 ) 62,419
Provision for income taxes (27,205 ) -
Net (loss) income before gain on sale of real estate (273,744 ) 62,419

Gain on sale of real estate, net 5,473,887 -
Net Income 5,200,143 62,419

Gain from noncontrolling interest (9,250 ) (10,050 )

Net income attributable to the Company $ 5,190,893 $ 52,369

Weighted average common shares outstanding-basic and diluted 1,007,399 1,002,392
Net income per common share: Basic and diluted
Basic and diluted net income per share $ 5.15 $ 0.05

See notes to the condensed consolidated financial statements
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HMG/COURTLAND PROPERTIES, INC.  AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (UNAUDITED)

For the three months ended March
31,
2018 2017

CASH FLOWS FROM OPERATING ACTIVITIES:
Net income attributable to the Company $ 5,190,893 $ 52,369
Adjustments to reconcile net income attributable to the Company to net cash
used in operating activities:
Depreciation expense 3,849 3,849
Net income from other investments, excluding impairment losses (217,703 ) (278,616 )
Equity loss from operations of residential real estate partnership 143,889 117,176
Equity (gain) from sale of residential real estate partnership, net (5,473,887 ) -
Net losses (gains) from investments in marketable securities 20,761 (126,512 )
Net gain attributable to noncontrolling interest 9,250 10,050
Deferred income tax expense 27,205 -
Changes in assets and liabilities:
Other assets and other receivables 53,233 112,451
Accounts payable, accrued expenses and other liabilities (43,594 ) 67,319
Total adjustments (5,476,997 ) (94,283 )
Net cash used in operating activities (286,104 ) (41,914 )

CASH FLOWS FROM INVESTING ACTIVITIES:
Net proceeds from sales and redemptions of securities 993,516 1,928,958
Investments in marketable securities (1,323,552 ) (1,941,697 )
Distribution from investment in residential real estate partnership 7,250,000 130,000
Distributions from other investments 579,304 568,029
Contributions to other investments (344,953 ) (152,737 )
Proceeds from collections of mortgage loans and notes receivables - 78,000
Distribution from affiliate 193,286 -
Purchases and improvements of properties (6,677 ) (660 )
Net cash provided by investing activities 7,340,924 609,893

CASH FLOWS FROM FINANCING ACTIVITIES:
Margin borrowings (repayments) 10,225,318 (48,803 )
Dividend paid (2,533,230 ) (501,196 )
Repayment of note payable to affiliate (210,000 ) -
Proceeds from stock options exercised 91,895 -
Net cash provided by (used in) financing activities 7,573,983 (549,999 )

Net increase in cash and cash equivalents 14,628,803 17,980

Cash and cash equivalents at beginning of the period 5,223,995 3,019,463

Cash and cash equivalents at end of the period $ 19,852,798 $ 3,037,443
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SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION:
Cash paid during the year for interests $ 21,000 $ 15,000
Cash paid during the year for income taxes $ - $ -

See notes to the condensed consolidated financial statements
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HMG/COURTLAND PROPERTIES, INC. AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

1. CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

In the opinion of the Company, the accompanying unaudited condensed consolidated financial statements prepared in
accordance with instructions for Form 10-Q, include all adjustments (consisting only of normal recurring accruals)
which are necessary for a fair presentation of the results for the periods presented. Certain information and footnote
disclosures normally included in the consolidated financial statements prepared in accordance with accounting
principles generally accepted in the United States of America have been condensed or omitted. It is suggested that
these condensed consolidated financial statements be read in conjunction with the Company's Annual Report for the
year ended December 31, 2017. The balance sheet as of December 31, 2017 was derived from audited consolidated
financial statements as of that date. The results of operations for the three months ended March 31, 2018 are not
necessarily indicative of the results to be expected for the full year.

The condensed consolidated financial statements include the accounts of HMG/Courtland Properties, Inc. (the
"Company") and entities in which the Company owns a majority voting interest or controlling financial interest. All
material transactions and balances with consolidated and unconsolidated entities have been eliminated in
consolidation or as required under the equity method.

2. RECENT ACCOUNTING PRONOUNCEMENTS

Refer to the consolidated financial statements and footnotes thereto included in the HMG/Courtland Properties, Inc.
Annual Report on Form 10-K for the year ended December 31, 2017 for recent accounting pronouncements. The
Company does not believe that any recently issued, but not yet effective accounting standards, if currently adopted,
will have a material effect on the Company’s consolidated financial position, results of operations and cash flows.

3. INVESTMENTS IN MARKETABLE SECURITIES

Investments in marketable securities consist primarily of large capital corporate equity and debt securities in varying
industries or issued by government agencies with readily determinable fair values. These securities are stated at
market value, as determined by the most recent traded price of each security at the balance sheet date. Consistent with
the Company's overall current investment objectives and activities its entire marketable securities portfolio is
classified as trading. Accordingly, all unrealized gains (losses) on this portfolio are recorded in income. Included in
investments in marketable securities is approximately $3.08 million and $2.96 million of large capital real estate
investment trusts (REITs) as of March 31, 2018 and December 31, 2017, respectively.
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Net realized and unrealized gain from investments in marketable securities for the three months ended March 31, 2018
and 2017 is summarized below: 

Three Months Ended March 31,
Description 2018 2017
Net realized loss from sales of securities $ (8,000 ) $ (18,000 )
Unrealized net gain in trading securities (13,000 ) 145,000
Total net gain from investments in marketable securities $ (21,000 ) $ 127,000

For the three months ended March 31, 2018, net realized losses from sales of marketable securities of approximately
$8,000 consisted of approximately $29,000 of gross losses net of $21,000 of gross gains. For the three months ended
March 31, 2017, net realized losses from sales of marketable securities of approximately $18,000 consisted of
approximately $84,000 of gross losses net of $66,000 of gross gains.

Investment gains and losses on marketable securities may fluctuate significantly from period to period in the future
and could have a significant impact on the Company's net earnings. However, the amount of investment gains or
losses on marketable securities for any given period has no predictive value and variations in amount from period to
period have no practical analytical value.

4
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4. INVESTMENT IN RESIDENTIAL REAL ESTATE PARTNERSHIP

As previously reported on Form 8-K dated February 20, 2018, JY-TV Associates, LLC, a Florida limited liability
company (“JY-TV”) (“Seller”) and an entity one-third owned by HMG, completed the sale of its multi-family residential
apartments located in Orlando, Florida pursuant to the previously reported Agreement of Sale (the “Agreement”) to
Murano 240, LLC (as per an Assignment and Assumption of Agreement of Sale with Cardone Real Estate
Acquisitions, LLC), a Delaware limited liability company and an unrelated entity (“Purchaser”). The final sales price
was $50,150,000 and the sales proceeds were received in cash and payment of outstanding debt. The gain on the sale
to HMG is approximately $5.5, net of the incentive fee. For the three months ended March 31, 2018 JY-TV reported a
net income of approximately $17.9 million, which includes approximately $18.2 million in gain on sale of property,
depreciation and amortization expense of $402,000, interest expense of $159,000 and write-off of certain prepaid and
other assets upon the sale of property of approximately $147,000. The Company’s portion of JY-TV’s net income is
approximately $5.9 million ($144,000 of loss from operations and $6.1 million in gain on sale of property (before the
incentive fee). JY-TV made distributions totaling $21.75 million in February 2018. The Company’s portion of those
distributions was $7.25 million. Final accounting and distribution from JY-TV is expected before the end of fiscal
2018.

For the three months ended March 31, 2017 JY-TV reported a net loss of approximately $352,000, which includes
depreciation and amortization expense of $388,000 and interest expense of $317,000. The Company’s portion of that
loss is approximately $117,000. In March 2017, JY-TV distributed $390,000 to its members. The Company’s portion
of that distribution was $130,000.

5. OTHER INVESTMENTS

As of March 31, 2018, the Company’s portfolio of other investments had an aggregate carrying value of approximately
$6.1 million and we have committed to fund approximately $2.1 million as required by agreements with the investees.
The carrying value of these investments is equal to contributions less distributions and loss valuation adjustments, if
any.

During the three months ended March 31, 2018, we made cash contributions to other investments of approximately
$345,000, consisting of $270,000 in follow on existing investment commitments and $75,000 in new investment in
partnership owning diversified businesses.

During the three months ended March 31, 2018, we received cash distributions from other investments of
approximately $579,000, including $404,000 from one investment in a partnership owning rental apartments in San
Antonio, Texas which were sold in March 2018 at a gain to the Company of approximately $105,000. The other
distributions were primarily from real estate and related investments. Also, in the first quarter of 2018 the Company’s
investments in two private banks experienced mergers with publicly traded larger banks and we received stock in
those publicly traded banks plus approximately $32,000 in cash. The cash portion was recorded as gain from other
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investments. The bank stock we received from the mergers is being held in our marketable securities portfolio at the
carrying value of our original investment in the private banks with an unrealized gain of approximately $171,000 as of
March 31, 2018.

Net income from other investments for the three months ended March 31, 2018 and 2017, is summarized below:

2018 2017
Partnerships owning real estate & related $132,000 $104,000
Partnerships owning diversified businesses 15,000 141,000
Investment in other (private bank) 32,000 -
Income from investment in affiliate T.G.I.F. Texas, Inc. 39,000 34,000
Total net income from other investments $218,000 $279,000

The following tables present gross unrealized losses and fair values for those investments that were in an unrealized
loss position as of March 31, 2018 and December 31, 2017, aggregated by investment category and the length of time
that investments have been in a continuous loss position:

5
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As of March 31, 2018

12 Months or Less Greater than 12
Months Total

Investment Description Fair
Value

Unrealized
Loss

Fair
Value

Unrealized
Loss

Fair
Value

Unrealized
Loss

Partnerships owning investments in technology
related industries $137,000 $ (26,000 ) $ - $ - $138,000 $ (24,000 )

Partnerships owning diversified businesses
investments $479,000 $ (20,000 ) $ $ $365,000 $ (25,000 )

Total $616,000 $ (46,000 ) $ - $ - $503,000 $ (49,000 )

As of December 31, 2017

12 Months or Less Greater than 12
Months Total

Investment Description Fair
Value

Unrealized
Loss

Fair
Value

Unrealized
Loss

Fair
Value

Unrealized
Loss

Partnerships owning investments in technology
related industries $138,000 $ (24,000 ) $ - $ - $138,000 $ (24,000 )

Total $138,000 $ (24,000 ) $   - $ - $138,000 $ (24,000 )

When evaluating the investments for other-than-temporary impairment, the Company reviews factors such as the
length of time and extent to which fair value has been below cost basis, the financial condition of the issuer and any
changes thereto, and the Company’s intent to sell, or whether it is more likely than not it will be required to sell, the
investment before recovery of the investment’s amortized cost basis.

In accordance with ASC Topic 320-10-65, Recognition and Presentation of Other-Than-Temporary Impairments there
were no OTTI impairment valuation adjustments for the three months ended March 31, 2018 and 2017.

6. FAIR VALUE OF FINANCIAL INSTRUMENTS

In accordance with ASC Topic 820, the Company measures cash and cash equivalents, marketable debt and equity
securities at fair value on a recurring basis. Other investments are measured at fair value on a nonrecurring basis.

The following are the major categories of assets and liabilities measured at fair value on a recurring basis as of March
31, 2018 and December 31, 2017, using quoted prices in active markets for identical assets (Level 1) and significant
other observable inputs (Level 2). For the periods presented, there were no major assets measured at fair value on a
recurring basis which uses significant unobservable inputs (Level 3):
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 Assets and liabilities measured at fair value on a recurring basis are summarized below:

Fair value measurement at reporting date using

Description
Total
March 31,
2018

Quoted Prices in Active
Markets for Identical Assets
(Level 1)

Significant Other
Observable Inputs
(Level 2)

Significant
Unobservable Inputs
(Level 3)

Assets:
Cash equivalents:
Time deposits $50,000 - $50,000 $ -

Money market mutual
funds 1,404,000 1,404,000

As adjusted net tangible
book value per share after
giving effect to this
offering $ 1.63

Dilution per share to new
investors participating in
this offering $ 2.57

If the underwriters exercise their option in full to purchase an additional 1,428,750 shares of common stock in this
offering, the as adjusted net tangible book value per share after the offering would be $1.69 per share, the increase in
the net tangible book value per share to existing stockholders would be $0.59 per share and the dilution to new
investors purchasing our common stock in this offering would be $2.51 per share.

The above discussion does not include as of September 30, 2017:

� 5,719,110 shares of common stock issuable upon the exercise of outstanding stock options under our equity
incentive plans, with a weighted-average exercise price of $3.49 per share;

� 450,250 shares of common stock issuable upon the vesting and settlement of outstanding restricted stock
units under our equity incentive plans, with a weighted-average grant date fair value of $4.89 per share;

� 91,463, 98,039 and 36,074 shares of common stock issuable upon the exercise of warrants outstanding, with
weighted-average exercise prices of $3.28, $4.08 and $7.21 per share, respectively;

� 3,311,116 shares of common stock available for issuance under our 2013 Plan, as well as any future
increases in the number of shares of our common stock reserved for issuance under the 2013 Plan pursuant
to evergreen provisions;

� 729,000 shares of common stock available for issuance under our ESPP, as well as any future increases in
the number of shares of our common stock reserved for issuance under the ESPP pursuant to evergreen
provisions;
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� 100,000 shares of common stock available for issuance under our Inducement Plan; and

S-15
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� 14,097,745 shares of common stock issuable upon the conversion of 2,819,549 shares of our Class A
Convertible Preferred Stock.

The foregoing table and calculations assume no exercise or settlement, as applicable, of the outstanding stock options,
restricted stock units and warrants described above. To the extent that outstanding exercisable options or warrants are
exercised or outstanding restricted stock units vest and are settled, you may experience further dilution.

In addition, we may choose to raise additional capital due to market conditions or strategic considerations, even if we
believe we have sufficient funds for our current or future operating plans. To the extent that we raise additional capital
by issuing equity securities or convertible debt, your ownership will be further diluted.

To the extent that new stock options, restricted stock units, warrants or common stock are issued in the future, there
will be further dilution to investors participating in this offering.

S-16
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MATERIAL UNITED STATES FEDERAL INCOME TAX

CONSIDERATIONS FOR NON-U.S. HOLDERS

The following is a summary of the material U.S. federal income tax considerations of the ownership and disposition of
our common stock to non-U.S. holders (as defined below), but does not purport to be a complete analysis of all the
potential tax considerations relating thereto. This summary is based upon the provisions of the Internal Revenue Code
of 1986, as amended, or the Code, Treasury regulations promulgated thereunder, administrative rulings and judicial
decisions, all as of the date hereof. These authorities may be changed or subject to differing interpretations, possibly
with retroactive effect, so as to result in U.S. federal income tax consequences different from those set forth below. In
addition, the Trump Administration has proposed significant changes to U.S. federal income tax laws, and Congress is
currently considering these and other tax reform proposals. We cannot assure you that a change in law will not impact
the tax considerations that we describe in this summary. We have not sought any ruling from the Internal Revenue
Service, or the IRS, with respect to the statements made and the conclusions reached in the following summary, and
there can be no assurance that the IRS will agree with such statements and conclusions.

This summary also does not address the tax considerations arising under the laws of any U.S. state or local or any
non-U.S. jurisdiction, U.S. federal estate or gift tax laws, the Medicare tax on net investment income or any
alternative minimum tax consequences. In addition, this discussion does not address tax considerations applicable to
an investor�s particular circumstances or to investors that may be subject to special tax rules, including, without
limitation:

� banks, insurance companies or other financial institutions;

� tax-exempt or governmental organizations;

� brokers or dealers in securities or currencies;

� traders in securities that elect to use a mark-to-market method of accounting for their securities holdings;

� persons that own, or are deemed to own, more than five percent of our capital stock;

� certain former citizens or long-term residents of the United States;

� persons who hold our common stock as a position in a hedging transaction, �straddle,� �conversion transaction� or
other risk reduction transaction;

� persons who do not hold our common stock as a capital asset within the meaning of Section 1221 of the Code
(generally, for investment purposes);
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� S corporations, partnerships, or other entities or arrangements treated as pass-through entities for U.S. federal
income tax purposes (or investors in any such entities);

� persons deemed to sell our common stock under the constructive sale provisions of the Code;

� regulated investment companies or real estate investment trusts;

� pension plans;

� controlled foreign corporations;

� passive foreign investment companies; or

� persons that acquire our common stock as compensation for services.
In addition, if a partnership, including any entity or arrangement classified as a partnership for U.S. federal income tax
purposes, holds our common stock, the tax treatment of a partner in the partnership generally will depend on the status
of the partner, the activities of the partnership, and certain determinations at the partner level. Accordingly,
partnerships that hold our common stock, and partners in such partnerships, should consult their tax advisors.

S-17
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You are urged to consult your tax advisor with respect to the application of the U.S. federal income tax laws to
your particular situation, as well as any tax consequences of the purchase, ownership and disposition of our
common stock arising under the U.S. federal estate or gift tax rules or under the laws of any U.S. state or local
or any non-U.S. or other taxing jurisdiction or under any applicable tax treaty.

Non-U.S. Holder Defined

For purposes of this discussion, you are a non-U.S. holder if you are a beneficial owner of our common stock that is
for U.S. federal income tax purposes (i) a foreign corporation or any other foreign organization taxable as a
corporation for U.S. federal income tax purposes, (ii) a nonresident alien individual, or (iii) a foreign estate or trust
that in either case is not subject to U.S. federal income tax on a net-income basis on income or gain from a note or
share of common stock.

Distributions

As discussed under �Dividend Policy,� above, we do not anticipate paying any dividends on our common stock in the
foreseeable future. If we were to make distributions on our common stock, those payments will constitute dividends
for U.S. federal income tax purposes to the extent paid from our current or accumulated earnings and profits, as
determined under U.S. federal income tax principles. To the extent those distributions exceed both our current and our
accumulated earnings and profits, they will constitute a return of capital and will first reduce your basis in our
common stock, but not below zero, and then will be treated as gain from the sale of stock, subject to the tax treatment
described in the discussion below regarding taxable dispositions of our common stock. Any such distributions would
also be subject to the discussions below regarding backup withholding and FATCA.

Subject to the discussion below regarding a dividend received by you that is effectively connected with the conduct of
a U.S. trade or business, a dividend paid to you generally will be subject to U.S. withholding tax either at a rate of
30% of the gross amount of the dividend or such lower rate as may be specified by an applicable income tax treaty. In
order to receive a reduced treaty rate, you must provide us with an IRS Form W-8BEN (generally including a U.S.
taxpayer identification number), IRS Form W-8-BEN-E or another appropriate version of IRS Form W-8 (or a
successor form), in each case, certifying qualification for the reduced rate. You are urged to consult your tax advisor
regarding your entitlement to benefits under a relevant income tax treaty.

Dividends received by you that are treated as effectively connected with the conduct of a U.S. trade or business (and,
if required by an applicable income tax treaty, are attributable to a permanent establishment maintained by you in the
United States) generally are exempt from such withholding tax. In order to obtain this exemption, you must provide us
with an IRS Form W-8ECI or successor form or other applicable IRS Form W-8 properly certifying such exemption.
Such effectively connected dividends, although not subject to withholding tax, are taxed at the same graduated rates
applicable to U.S. persons (as defined in the Code), net of certain deductions and credits, subject to an applicable
income tax treaty providing otherwise. In addition, if you are a corporate non-U.S. holder, you may also be subject to
a branch profits tax at a rate of 30% or such lower rate as may be specified by an applicable income tax treaty on your
earnings and profits in respect of such effectively connected dividend income.

If you are eligible for a reduced rate of withholding tax pursuant to a tax treaty, you may be able to obtain a refund or
credit of any excess amounts currently withheld if you timely file an appropriate claim for refund with the IRS.
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Gain on Sale or Other Taxable Disposition of Common Stock

Subject to the discussions below regarding backup withholding and FATCA, a non-U.S. holder generally will not be
required to pay U.S. federal income tax on any gain realized upon the sale or other taxable disposition of our common
stock unless:

� the gain is effectively connected with the conduct of a U.S. trade or business (and, if required by an applicable
income tax treaty, the gain is attributable to a permanent establishment maintained by you in the U.S.), in which
case you will be required to pay tax on the net gain derived from the sale under regular graduated U.S. federal
income tax rates applicable to U.S. persons *as defined in the Code), and for a non-U.S. holder that is a
corporation, such non-U.S. holder may be subject to the branch profits tax on any earnings and profits attributable
to such gains at a 30% rate or such lower rate as may be specified by an applicable income tax treaty;

� you are an individual who is present in the United States for a period or periods aggregating 183 days or more
during the calendar year in which the sale or disposition occurs and certain other conditions are met, in which
case you will be required to pay a flat 30% tax (or such lower rate as may be specified by an applicable income
tax treaty between the United States and your country of residence) on the gain derived from the sale, which tax
may be offset by U.S. source capital losses in the taxable year of disposition (even though you are not considered
a resident of the United States); or

� our common stock constitutes a U.S. real property interest by reason of our status as a �U.S. real property holding
corporation� for U.S. federal income tax purposes, a USRPHC, at any time within the shorter of the five-year
period preceding the disposition or your holding period for our common stock. Generally, a corporation is a
USRPHC only if the fair market value of its U.S. real property interests equals or exceeds 50% of the sum of the
fair market value of its worldwide real property interests plus its other assets used or held for use in a trade or
business. We believe that we are not currently and will not become a USRPHC. However, because the
determination of whether we are a USRPHC depends on the fair market value of our U.S. real property relative to
the fair market value of our other business assets, there can be no assurance that we are not currently or will not
become a USRPHC in the future. Even if we are or were to become a USRPHC, however, as long as our common
stock is regularly traded on an established securities market (as determined under the Code), such common stock
will be treated as U.S. real property interests only if you actually or constructively hold more than five percent of
such regularly traded common stock at any time during the applicable period that is specified in the Code. If we
are determined to be a USRPHC and the foregoing exception does not apply, then a purchaser will generally be
required to withhold 15% of the proceeds payable to you from a sale of our common stock and you generally will
be taxed on your net gain derived from the disposition at the graduated U.S. federal income tax rates applicable to
U. S. persons (as defined in the Code).

Backup Withholding and Information Reporting

Generally, we must report annually to the IRS the amount of dividends paid to you, your name and address, and the
amount of tax withheld, if any. A similar report will generally be sent to you. Pursuant to applicable income tax
treaties or other agreements, the IRS may make these reports available to tax authorities in your country of residence.

Payments of dividends or of proceeds on the disposition of stock made to you may be subject to additional
information reporting and backup withholding at the then applicable rate unless you establish an exemption, for
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example by properly certifying your non-U.S. status on an IRS Form W-8BEN, IRS Form W-8BEN-E or another
appropriate version of IRS Form W-8 (or a successor form). Notwithstanding the foregoing, backup withholding and
information reporting may apply if either we or our paying agent has actual knowledge, or reason to know, that you
are a U.S. person.

Backup withholding is not an additional tax; rather, the U.S. federal income tax liability of persons subject to backup
withholding will be reduced by the amount of tax withheld. If withholding results in an overpayment of
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taxes, a refund or credit may generally be obtained from the IRS, provided that the required information is furnished
to the IRS in a timely manner.

Foreign account tax compliance act (FATCA)

Provisions commonly referred to as �FATCA� may impose withholding tax on certain types of payments made to
�foreign financial institutions� and certain other non-U.S. entities. FATCA imposes a 30% withholding tax on dividends
on, or gross proceeds from the sale or other disposition of, our common stock paid to a foreign financial institution or
to certain non-financial foreign entities, unless (i) the foreign financial institution undertakes certain diligence and
reporting obligations, (ii) the non-financial foreign entity either certifies it does not have any substantial U.S. owners
or furnishes identifying information regarding each substantial U.S. owner and such entity meets certain other
specified requirements, or (iii) the foreign financial institution or non-financial foreign entity otherwise qualifies for
an exemption from these rules. If the payee is a foreign financial institution and is subject to the requirements in
(i) above, it must enter into an agreement with the U.S. Treasury requiring, among other things, that it undertake to
identify accounts held by certain U.S. persons or U.S.-owned foreign entities, annually report certain information
about such accounts, and withhold 30% on payments to account holders whose actions prevent it from complying with
these reporting and other requirements. If the country in which a payee is resident has entered into an
�intergovernmental agreement� with the United States regarding FATCA, such intergovernmental agreement may
permit the payee to report to that country rather than to the U.S. Treasury. Under final Treasury regulations and
published guidance, the obligation to withhold from payments made to a foreign financial institution or a foreign
non-financial entity under the new legislation with respect to dividends on our common stock are currently in effect,
but the obligation to withhold with respect to the gross proceeds of a sale or other disposition of our common stock
will not begin until January 1, 2019. Prospective investors should consult their tax advisors regarding FATCA.

The preceding discussion of U.S. federal income tax considerations is for general information only. It is not tax
advice. Each prospective investor should consult its own tax advisor regarding the particular U.S. federal, state
and local and non-U.S. tax consequences of purchasing, holding and disposing of our common stock, including
the consequences of any proposed change in applicable laws.
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UNDERWRITING

Leerink Partners LLC and Piper Jaffray & Co. are acting as joint book-running managers for this offering and as
representatives of each of the underwriters named below. Subject to the terms and conditions set forth in the
underwriting agreement among us and the underwriters, we have agreed to sell to the underwriters, and each of the
underwriters has agreed, severally and not jointly, to purchase from us, the number of shares of common stock set
forth opposite its name below.

Underwriter
Number of

Shares
Leerink Partners LLC 4,762,500
Piper Jaffray & Co. 3,810,000
Wedbush Securities Inc. 952,500

Total 9,525,000

Subject to the terms and conditions set forth in the underwriting agreement, the underwriters have agreed, severally
and not jointly, to purchase all of the shares sold under the underwriting agreement if any of the shares are purchased.
If an underwriter defaults, the underwriting agreement provides that the purchase commitments of the non-defaulting
underwriters may be increased or the underwriting agreement may be terminated.

We have agreed to indemnify the underwriters against certain liabilities, including liabilities under the Securities Act,
or to contribute to payments the underwriters may be required to make in respect of those liabilities.

The underwriters are offering the shares, subject to prior sale, when, as and if issued to and accepted by them, subject
to approval of legal matters by their counsel, including the validity of the shares, and other conditions contained in the
underwriting agreement, such as the receipt by the underwriters of officers� certificates and legal opinions. The
underwriters reserve the right to withdraw, cancel or modify offers to the public and to reject orders in whole or in
part.

Entities affiliated with Redmile Group, LLC, which are existing stockholders, have agreed to purchase an aggregate of
5,236,904 shares of our common stock in this offering at the public offering price and on the same terms as the other
purchasers in this offering. The underwriters will receive the same underwriting discount on any shares purchased by
Redmile as they will on any other shares sold to the public in this offering.

Commissions and Discounts

The representatives have advised us that the underwriters propose initially to offer the shares to the public at the
public offering price set forth on the cover page of this prospectus supplement and to dealers at that price less a
concession not in excess of $0.1512 per share. After the initial offering of the shares, the public offering price,
concession or any other term of the offering may be changed by the representatives.

The following table shows the public offering price, underwriting discounts and commissions and proceeds before
expenses to us. The information assumes either no exercise or full exercise by the underwriters of their option to
purchase additional shares of our common stock.
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Total
Per

Share
Without
Option

With
Option

Public offering price $ 4.200 $ 40,005,000 $ 46,005,750
Underwriting discounts and commissions $ 0.252 $ 2,400,300 $ 2,760,345
Proceeds, before expenses, to us $ 3.948 $ 37,604,700 $ 43,245,405
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We estimate expenses payable by us in connection with this offering, other than the underwriting discounts and
commissions referred to above, will be approximately $320,000. We also have agreed to reimburse the underwriters
for up to $10,000 for their FINRA counsel fee. In accordance with FINRA Rule 5110, this reimbursed fee is deemed
underwriting compensation for this offering.

Option to Purchase Additional Shares

We have granted an option to the underwriters, exercisable for 30 days after the date of this prospectus supplement, to
purchase up to 1,428,750 additional shares at the public offering price, less the underwriting discounts and
commissions. If the underwriters exercise this option, each underwriter will be obligated, subject to conditions
contained in the underwriting agreement, to purchase a number of additional shares proportionate to that underwriter�s
initial amount reflected in the above table.

No Sales of Similar Securities

We and our executive officers and directors have agreed not to sell or transfer any common stock or securities
convertible into or exchangeable or exercisable for common stock, for 45 days after the date of this prospectus
supplement without first obtaining the written consent of Leerink Partners LLC and Piper Jaffray & Co. on behalf of
the underwriters. Specifically, we and these other persons have agreed, with certain limited exceptions, not to directly
or indirectly:

� offer, pledge, sell or contract to sell any common stock;

� sell any option or contract to purchase any common stock;

� purchase any option or contract to sell any common stock;

� grant any option, right or warrant for the sale of any common stock;

� otherwise dispose of or transfer any common stock;

� request or demand that we file a registration statement related to the common stock; or

� enter into any swap or other agreement or any transaction that transfers, in whole or in part, the economic
consequence of ownership of any common stock, whether any such swap, agreement or transaction is to be
settled by delivery of shares or other securities, in cash or otherwise.

This lock-up provision applies to common stock and to securities convertible into or exchangeable or exercisable for
common stock. It also applies to common stock owned now or acquired later by the person executing the agreement or
for which the person executing the agreement later acquires the power of disposition.
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NASDAQ Global Market Listing

Our common stock is listed on The NASDAQ Global Market under the symbol �FATE.�

Price Stabilization, Short Positions and Penalty Bids

Until the distribution of the shares is completed, SEC rules may limit underwriters and selling group members from
bidding for and purchasing our common stock. However, the representatives may engage in transactions that stabilize
the price of the common stock, such as bids or purchases to peg, fix or maintain that price.

In connection with the offering, the underwriters may purchase and sell our common stock in the open market. These
transactions may include short sales, purchases on the open market to cover positions created by short sales and
stabilizing transactions. Short sales involve the sale by the underwriters of a greater number of shares than they are
required to purchase in the offering. �Covered� short sales are sales made in an amount not greater
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than the underwriters� option described above. The underwriters may close out any covered short position by either
exercising their option or purchasing shares in the open market. In determining the source of shares to close out the
covered short position, the underwriters will consider, among other things, the price of shares available for purchase in
the open market as compared to the price at which they may purchase shares through the option granted to them.
�Naked� short sales are sales in excess of such option. The underwriters must close out any naked short position by
purchasing shares in the open market. A naked short position is more likely to be created if the underwriters are
concerned that there may be downward pressure on the price of our common stock in the open market after pricing
that could adversely affect investors who purchase in the offering. Stabilizing transactions consist of various bids for
or purchases of shares of common stock made by the underwriters in the open market prior to the closing of the
offering.

The underwriters may also impose a penalty bid. This occurs when a particular underwriter repays to the underwriters
a portion of the underwriting discount received by it because the representatives have repurchased shares sold by or
for the account of such underwriter in stabilizing or short covering transactions.

Similar to other purchase transactions, the underwriters� purchases to cover the syndicate short sales may have the
effect of raising or maintaining the market price of our common stock or preventing or retarding a decline in the
market price of our common stock. As a result, the price of our common stock may be higher than the price that might
otherwise exist in the open market. The underwriters may conduct these transactions on The NASDAQ Global
Market, in the over-the-counter market or otherwise.

Neither we nor any of the underwriters make any representation or prediction as to the direction or magnitude of any
effect that the transactions described above may have on the price of our common stock. In addition, neither we nor
any of the underwriters make any representation that the representatives will engage in these transactions or that these
transactions, once commenced, will not be discontinued without notice.

The underwriters may also engage in passive market making transactions in our common stock on The NASDAQ
Global Market in accordance with Rule 103 of Regulation M during a period before the commencement of offers or
sales of shares of our common stock in this offering and extending through the completion of distribution. A passive
market maker must display its bid at a price not in excess of the highest independent bid of that security. However, if
all independent bids are lowered below the passive market maker�s bid, that bid must then be lowered when specified
purchase limits are exceeded.

Electronic Distribution

In connection with the offering, certain of the underwriters or securities dealers may distribute prospectuses by
electronic means, such as e-mail.

Other Relationships

The underwriters and certain of their affiliates are full service financial institutions engaged in various activities,
which may include securities trading, commercial and investment banking, financial advisory, investment
management, investment research, principal investment, hedging, financing and brokerage activities. Some of the
underwriters and certain of their affiliates may in the future engage in investment banking and other commercial
dealings in the ordinary course of business with us and our affiliates, for which they may in the future receive
customary fees, commissions and expenses.
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In addition, in the ordinary course of their business activities, the underwriters and their affiliates may make or hold a
broad array of investments and actively trade debt and equity securities (or related derivative securities) and financial
instruments (including bank loans) for their own account and for the accounts of their customers. Such investments
and securities activities may involve securities and/or instruments of ours or our affiliates. The underwriters and their
affiliates may also make investment recommendations and/or publish or express independent research views in respect
of such securities or financial instruments and may hold, or recommend to clients that they acquire, long and/or short
positions in such securities and instruments.
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Selling Restrictions

Notice to Prospective Investors in the European Economic Area

In relation to each Member State of the European Economic Area (each, a �Relevant Member State�), no offer of shares
may be made to the public in that Relevant Member State other than:

A. to any legal entity which is a qualified investor as defined in the Prospectus Directive;

B. to fewer than 100 or, if the Relevant Member State has implemented the relevant provision of the 2010 PD
Amending Directive, 150, natural or legal persons (other than qualified investors as defined in the
Prospectus Directive), as permitted under the Prospectus Directive, subject to obtaining the prior consent of
the representatives; or

C. in any other circumstances falling within Article 3(2) of the Prospectus Directive,
provided that no such offer of shares shall require the Company or the representatives to publish a prospectus pursuant
to Article 3 of the Prospectus Directive or supplement a prospectus pursuant to Article 16 of the Prospectus Directive.

Each person in a Relevant Member State who initially acquires any shares or to whom any offer is made will be
deemed to have represented, acknowledged and agreed that it is a �qualified investor� within the meaning of the law in
that Relevant Member State implementing Article 2(1)(e) of the Prospectus Directive. In the case of any shares being
offered to a financial intermediary as that term is used in Article 3(2) of the Prospectus Directive, each such financial
intermediary will be deemed to have represented, acknowledged and agreed that the shares acquired by it in the offer
have not been acquired on a non-discretionary basis on behalf of, nor have they been acquired with a view to their
offer or resale to, persons in circumstances which may give rise to an offer of any shares to the public other than their
offer or resale in a Relevant Member State to qualified investors as so defined or in circumstances in which the prior
consent of the representatives has been obtained to each such proposed offer or resale.

We, the representatives and each of our and the representatives� and their affiliates will rely upon the truth and
accuracy of the foregoing representations, acknowledgements and agreements.

This prospectus has been prepared on the basis that any offer of shares in any Relevant Member State will be made
pursuant to an exemption under the Prospectus Directive from the requirement to publish a prospectus for offers of
shares. Accordingly, any person making or intending to make an offer in that Relevant Member State of shares which
are the subject of the offering contemplated in this prospectus may only do so in circumstances in which no obligation
arises for the company or any of the underwriters to publish a prospectus pursuant to Article 3 of the Prospectus
Directive in relation to such offer. Neither the company nor the underwriters have authorized, nor do they authorize,
the making of any offer of shares in circumstances in which an obligation arises for the company or the underwriters
to publish a prospectus for such offer.

For the purpose of the above provisions, the expression �an offer to the public� in relation to any shares in any Relevant
Member State means the communication in any form and by any means of sufficient information on the terms of the
offer and the shares to be offered so as to enable an investor to decide to purchase or subscribe the shares, as the same
may be varied in the Relevant Member State by any measure implementing the Prospectus Directive in the Relevant
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Member State and the expression �Prospectus Directive� means Directive 2003/71/EC (including the 2010 PD
Amending Directive, to the extent implemented in the Relevant Member States) and includes any relevant
implementing measure in the Relevant Member State and the expression �2010 PD Amending Directive� means
Directive 2010/73/EU.

Notice to Prospective Investors in Canada

The securities may be sold only to purchasers purchasing, or deemed to be purchasing, as principal that are accredited
investors, as defined in National Instrument 45-106 Prospectus Exemptions or subsection 73.3(1) of
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the Securities Act (Ontario), and are permitted clients, as defined in National Instrument 31-103 Registration
Requirements, Exemptions and Ongoing Registrant Obligations. Any resale of the securities must be made in
accordance with an exemption from, or in a transaction not subject to, the prospectus requirements of applicable
securities laws.

Securities legislation in certain provinces or territories of Canada may provide a purchaser with remedies for
rescission or damages if this prospectus (including any amendment thereto) contains a misrepresentation, provided
that the remedies for rescission or damages are exercised by the purchaser within the time limit prescribed by the
securities legislation of the purchaser�s province or territory. The purchaser should refer to any applicable provisions of
the securities legislation of the purchaser�s province or territory for particulars of these rights or consult with a legal
advisor.

Pursuant to section 3A.3 of National Instrument 33-105 Underwriting Conflicts (NI 33-105), the underwriters are not
required to comply with the disclosure requirements of NI 33-105 regarding underwriter conflicts of interest in
connection with this offering.

Any discussion of taxation and related matters contained in this document does not purport to be a comprehensive
description of all of the tax considerations that may be relevant to a Canadian investor when deciding to purchase the
Securities and, in particular, does not address any Canadian tax considerations. No representation or warranty is
hereby made as to the tax consequences to a resident, or deemed resident, of Canada of an investment in the Securities
or with respect to the eligibility of the Securities for investment by such investor under relevant Canadian federal and
provincial legislation and regulations.

Upon receipt of this document, each Canadian investor hereby confirms that it has expressly requested that all
documents evidencing or relating in any way to the sale of the Securities described herein (including for greater
certainty any purchase confirmation or any notice) be drawn up in the English language only. Par la réception de ce
document, chaque investisseur canadien confirme par les présentes qu�il a expressément exigé que tous les documents
faisant foi ou se rapportant de quelque manière que ce soit à la vente des valeurs mobilières décrites aux présentes
(incluant, pour plus de certitude, toute confirmation d�achat ou tout avis) soient rédigés en anglais seulement.
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LEGAL MATTERS

The validity of the shares of common stock being offered by this prospectus supplement will be passed upon for us by
Goodwin Procter LLP, San Francisco, California. The underwriters are being represented by Perkins Coie LLP, San
Francisco, California.

EXPERTS

The consolidated financial statements of Fate Therapeutics, Inc. appearing in our Annual Report (Form 10-K) for the
year ended December 31, 2016 have been audited by Ernst & Young LLP, independent registered public accounting
firm, as set forth in their report thereon, included therein, and incorporated herein by reference. Such consolidated
financial statements are incorporated herein by reference in reliance upon such report given on the authority of such
firm as experts in accounting and auditing.

WHERE YOU CAN FIND MORE INFORMATION

This prospectus supplement and the accompanying prospectus are part of the registration statement on Form S-3 we
filed with the SEC under the Securities Act and do not contain all the information set forth in the registration
statement. Whenever a reference is made in this prospectus supplement or the accompanying prospectus to any of our
contracts, agreements or other documents, the reference may not be complete and you should refer to the exhibits that
are a part of the registration statement or the exhibits to the reports or other documents incorporated by reference in
this prospectus supplement and the accompanying prospectus for a copy of such contract, agreement or other
document. Because we are subject to the information and reporting requirements of the Exchange Act, we file annual,
quarterly 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://www.sec.gov. You may also read and copy any document we
file at the SEC�s Public Reference Room at 100 F Street, N.E., Washington, D.C. 20549. Please call the SEC at
1-800-SEC-0330 for further information on the operation of the Public Reference Room.

INCORPORATION OF CERTAIN INFORMATION BY REFERENCE

The SEC allows us to �incorporate by reference� the information we file with it, which means that we can disclose
important information to you by referring you to those documents. Information incorporated by reference is part of
this prospectus supplement and the accompanying prospectus. Later information filed with the SEC will update and
supersede this information.

We incorporate by reference the documents listed below and any future filings made with the SEC under Sections
13(a), 13(c), 14 or 15(d) of the Exchange Act after the date of this prospectus supplement until the termination of the
offering of the shares covered by this prospectus supplement (other than current reports furnished under Item 2.02 or
Item 7.01 of Form 8-K and exhibits filed on such form that are related to such items):

� our Annual Report on Form 10-K for the fiscal year ended December 31, 2016 filed with the SEC on
March 16, 2017;

� our definitive proxy statement on Schedule 14A, filed with the SEC on March 22, 2017 (with respect to
those portions incorporated by reference into our Annual Report on Form 10-K for the year ended
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� our Quarterly Reports on Form 10-Q for the quarters ended March 31, 2017, June 30, 2017 and
September 30, 2017 filed with the SEC on May 15, 2017, August 14, 2017 and November 1, 2017,
respectively;
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� our Current Reports on Form 8-K (other than information furnished rather than filed in such Current
Reports) filed with the SEC on May 8, 2017, July 14, 2017 and December 12, 2017; and

� the description of our common stock which is registered under Section 12 of the Exchange Act, in our
registration statement on Form 8-A, filed with the SEC on September 17, 2013, including any amendments
or reports filed for the purpose of updating such description.

Upon request, we will provide, without charge, to each person, including any beneficial owner, to whom a copy of this
prospectus supplement is delivered, a copy of the documents incorporated by reference into this prospectus
supplement but not delivered with the prospectus supplement. You may request a copy of these filings, and any
exhibits we have specifically incorporated by reference as an exhibit in this prospectus supplement, at no cost by
writing or telephoning us at the following address:

Fate Therapeutics, Inc., 3535 General Atomics Court, Suite 200, San Diego, CA 92121, Attention: Secretary, or by
telephone request to (858) 875-1800.

In accordance with Rule 412 of the Securities Act, any statement contained in a document incorporated by reference
herein shall be deemed modified or superseded to the extent that a statement contained herein or in any other
subsequently filed document which also is or is deemed to be incorporated by reference herein modifies or supersedes
such statement.
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PROSPECTUS

$100,000,000

Common Stock

Preferred Stock

Debt Securities

Warrants

Units

1,000,000 Shares of Common Stock Offered by

the Selling Stockholder

We may from time to time issue, in one or more series or classes, up to $100,000,000 in aggregate principal amount of
our common stock, preferred stock, debt securities, warrants and/or units. We may offer these securities separately or
together in units. We will specify in the accompanying prospectus supplement the terms of the securities being
offered. See �Plan of Distribution� below for additional information on how we may conduct sales of our common
stock.

In addition, the selling stockholder may from time to time, offer and sell up to 1,000,000 shares of our common stock.
We will not receive any of the proceeds from the sales of common stock from the selling stockholder. See �Use of
Proceeds.� The selling stockholder may sell the shares of common stock described in this prospectus in a number of
different ways and at varying prices. See �Plan of Distribution� below for additional information on how the selling
stockholder may conduct sales of our common stock.

The securities offered by us and the selling stockholder in this prospectus may be sold directly to investors, to or
through underwriters and also to other purchasers or through agents. We will set forth the names of any underwriters
or agents, and any fees, conversions or discount arrangements, in the accompanying prospectus supplement. We may
not sell any securities under this prospectus without delivery of the applicable prospectus supplement.
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You should read this document and any prospectus supplement or amendment carefully before you invest in our
securities.

Our common stock is listed on The NASDAQ Global Market under the symbol �FATE.� On August 11, 2017, the
closing price for our common stock, as reported on The NASDAQ Global Market, was $2.98 per share. Our principal
executive offices are located at 3535 General Atomics Court, Suite 200, San Diego, CA 92121.

Investing in our securities involves a high degree of risk. You should review carefully the risks and
uncertainties described under the heading �Risk Factors� contained in this prospectus beginning on page 2 and
any applicable prospectus supplement, and under similar headings in the other documents that are
incorporated by reference into this prospectus.

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

The date of this Prospectus is August 25, 2017.
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ABOUT THIS PROSPECTUS

This prospectus is part of a registration statement that we filed with the Securities and Exchange Commission, or the
SEC, using a �shelf� registration process. Under this shelf registration process, we may from time to time sell any
combination of the securities described in this prospectus in one or more offerings for an aggregate initial offering
price of up to $100,000,000. In addition, the selling stockholder may sell up to an aggregate of 1,000,000 shares of our
common stock.

This prospectus provides you with a general description of the securities we and the selling stockholder may offer.
Each time we sell securities, we will provide one or more prospectus supplements that will contain specific
information about the terms of the offering. The prospectus supplement may also add, update or change information
contained in this prospectus. You should read both this prospectus and any accompanying prospectus supplement
together with the additional information described under the heading �Where You Can Find More Information�
beginning on page 32 of this prospectus.

You should rely only on the information contained in or incorporated by reference in this prospectus, any
accompanying prospectus supplement or in any related free writing prospectus filed by us with the SEC. We have not
authorized anyone to provide you with different information. This prospectus and any accompanying prospectus
supplement do not constitute an offer to sell or the solicitation of an offer to buy any securities other than the
securities described in the accompanying prospectus supplement or an offer to sell or the solicitation of an offer to buy
such securities in any circumstances in which such offer or solicitation is unlawful. You should assume that the
information appearing in this prospectus, any prospectus supplement, the documents incorporated by reference and
any related free writing prospectus is accurate only as of their respective dates. Our business, financial condition,
results of operations and prospects may have changed materially since those dates.

Unless the context otherwise indicates, references in this prospectus to �Fate Therapeutics�, �we�, �our�, �us� and �the
Company� refer, collectively, to Fate Therapeutics, Inc., a Delaware corporation, and its subsidiaries.
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RISK FACTORS

Investing in our securities involves a high degree of risk. You should carefully consider the risks described below and
in the documents incorporated by reference in this prospectus and any prospectus supplement, as well as other
information we include or incorporate by reference into this prospectus and any applicable prospectus supplement,
before making an investment decision. Our business, financial condition or results of operations could be materially
adversely affected by the materialization of any of these risks. The trading price of our securities could decline due to
the materialization of any of these risks, and you may lose all or part of your investment. This prospectus and the
documents incorporated herein by reference also contain forward-looking statements that involve risks and
uncertainties. Actual results could differ materially from those anticipated in these forward-looking statements as a
result of certain factors, including the risks described below and in the documents incorporated herein by reference,
including (i) our annual report on Form 10-K for the fiscal year ended December 31, 2016, which is on file with the
SEC and is incorporated herein by reference, (ii) our quarterly report on Form 10-Q for the quarter ended June 30,
2017, which is incorporated by reference into this prospectus, and (iii) other documents we file with the SEC that are
deemed incorporated by reference into this prospectus.

2
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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

This prospectus, including the documents that we incorporate by reference, contains forward-looking statements that
involve risks and uncertainties, as well as assumptions that, even if they never materialize or prove incorrect, could
cause our results to differ materially from those expressed or implied by such forward-looking statements. We make
such forward-looking statements pursuant to the safe harbor provisions of the Private Securities Litigation Reform Act
of 1995 and other federal securities laws. All statements other than statements of historical facts contained in this
prospectus, including the documents that we incorporate by reference, are forward-looking statements. In some cases,
you can identify forward-looking statements by words such as �anticipate,� �believe,� �contemplate,� �continue,� �could,�
�estimate,� �expect,� �intend,� �may,� �plan,� �potential,� �predict,� �project,� �seek,� �should,� �target,� �will,� �would,� or the negative of
these words or other comparable terminology. These forward-looking statements include, but are not limited to,
statements about:

� the initiation, timing, progress and results of our clinical trials and preclinical research and development
activities for our product candidates;

� our ability to advance our product candidates into, and to successfully conduct and complete, clinical trials;

� our ability to advance our human induced pluripotent stem cell (iPSC) product platform and to create cells of
the immune system, including natural killer (NK) cells, T cells and CD34+ cells, and product candidates
from master iPSC lines;

� our ability to obtain and maintain, and the timing and likelihood of, regulatory allowances to conduct clinical
trials of, and regulatory approvals to commercialize, our product candidates;

� our ability to enroll patients in our ongoing and planned clinical trials, including at the pace we project;

� the performance by us and of third parties in connection with the manufacture and development of our
product candidates, including third-party suppliers and manufacturers of materials for, and third parties
conducting, our clinical trials;

� our ability to enter into and maintain, and the potential benefit of, strategic collaborations;

� regulatory developments and approval pathways, including regulatory strategies that we plan to pursue, in
the United States and foreign countries for our product candidates;

� the period of time for which our operations are funded, and our ability to obtain, and the timing at which
point we might seek, additional capital to fund our operations;
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� the accuracy of our estimates regarding our expenses, ongoing losses, capital requirements and our needs for
additional financing;

� our ability to retain and recruit key personnel;

� our ability, and the ability of our licensors, to obtain, maintain, defend and enforce intellectual property
rights protecting our product candidates, and our ability to develop and commercialize our product
candidates without infringing the proprietary rights of third parties;

� our ability to develop sales and marketing capabilities, whether alone or with actual or potential
collaborators, to commercialize our product candidates, if approved;

� our ability to successfully manufacture and commercialize our product candidates, if approved;

� the pricing and reimbursement, and the degree of market acceptance, of our product candidates, if approved;

� the size and growth of the potential markets for our product candidates and our ability to serve those
markets;

3

Edgar Filing: HMG COURTLAND PROPERTIES INC - Form 10-Q

Table of Contents 44



Table of Contents

� the implementation of our business model, strategic plans for our business, product candidates and
technology;

� developments relating to our competitors and our industry; and

� other risks and uncertainties, including those described or incorporated by reference under the caption �Risk
Factors� in this prospectus and any prospectus supplement that we may file.

Any forward-looking statements in this prospectus, including the documents that we incorporate by reference, reflect
our current views with respect to future events or to our future financial performance and involve known and unknown
risks, uncertainties and other factors that may cause our actual results, performance or achievements to be materially
different from any future results, performance or achievements expressed or implied by these forward-looking
statements. Factors that may cause actual results to differ materially from current expectations include, among other
things, those referenced in the section �Risk Factors� and elsewhere in this prospectus and the documents that we
incorporate by reference. Given these uncertainties, you should not place undue reliance on these forward-looking
statements. Except as required by law, we assume no obligation to update or revise these forward-looking statements
for any reason, even if new information becomes available in the future.

This prospectus, including the documents that we incorporate by reference, contains estimates, projections and other
information concerning our industry, our business, and the markets for certain diseases, including data regarding the
estimated size of those markets, and the incidence and prevalence of certain medical conditions. Information that is
based on estimates, forecasts, projections, market research or similar methodologies is inherently subject to
uncertainties and actual events or circumstances may differ materially from events and circumstances reflected in this
information. Unless otherwise expressly stated, we obtained this industry, business, market and other data from
reports, research surveys, studies and similar data prepared by market research firms and other third parties, industry,
medical and general publications, government data and similar sources.

4
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THE COMPANY

We are a clinical-stage biopharmaceutical company dedicated to the development of programmed cellular
immunotherapies for cancer and immune disorders. We are developing first-in-class cell therapy product candidates
based on a simple notion: we believe that better cell therapies start with better cells.

To create better cell therapies, we use a therapeutic approach that we generally refer to as cell programming. For
certain of our cell therapy product candidates, we use pharmacologic modulators, such as small molecules, to enhance
the biological properties and therapeutic function of cells ex vivo before our product candidates are administered to a
patient. In other cases, we use human induced pluripotent stem cells (iPSCs), generate a master iPSC line having
preferred biological properties, and direct the fate of the iPSC line to create a clonal population of our cell therapy
product candidate. We believe the use of master pluripotent cell lines may enable the creation of cell therapy product
candidates that are well-defined and uniform in composition; that can be reproducibly manufactured at significant
scale; and that can be used to treat a large number of patients in an off-the-shelf manner. Utilizing these therapeutic
approaches, we program cells of the immune system, including natural killer (NK) cells, T cells and CD34+ cells.

We are advancing a pipeline of programmed cellular immunotherapies comprised of NK- and T-cell
immuno-oncology programs, including off-the-shelf product candidates derived from engineered iPSC lines, and
immuno-regulatory programs, including product candidates to prevent life-threatening complications in patients
undergoing hematopoietic cell transplantation and to promote immune tolerance in patients with autoimmune disease.

We have entered into a research collaboration and license agreement with the Regents of the University of Minnesota
to develop an off-the-shelf, targeted NK cell cancer immunotherapy derived from an engineered iPSC line.
Additionally, we have entered into a research collaboration and license agreement with Memorial Sloan Kettering
Cancer Center to develop off-the-shelf T-cell immunotherapies derived from engineered iPSC lines.

We also have entered into a research collaboration and license agreement with Juno Therapeutics, Inc. (Juno) to
identify and apply small molecule modulators that improve the therapeutic function of T cells, including the
identification of molecules that enhance the properties of chimeric antigen receptor (CAR) T-cell and T-cell receptor
(TCR) immunotherapies. Juno has the right to incorporate such modulators in its development and commercialization
of genetically engineered CAR T-cell and TCR immunotherapies directed against certain tumor-associated antigen
targets designated by Juno.

We were incorporated in Delaware in 2007 and our principal executive offices are located at 3535 General Atomics
Court, Suite 200, San Diego, CA 92121 and our telephone number is (858) 875-1800.

5
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RATIO OF EARNINGS TO FIXED CHARGES

The following table sets forth our ratio of earnings to fixed charges for the periods shown. You should read this table
in conjunction with the financial statements and notes incorporated by reference in this prospectus. We currently have
2,819,549 shares of Class A Convertible Preferred Stock outstanding and have not paid any dividends on any shares
of preferred stock during the periods indicated. Therefore, the ratios of earnings to combined fixed charges and
preferred dividends are the same as the ratios of earnings to fixed charges presented below.

Years Ended December 31,

Six Months
Ended

June 30,
2016 2015 2014 2013 2012 2017

Ratio of Earnings to Fixed Charges N/A N/A N/A N/A N/A N/A
For purposes of calculating the ratios in the table above, earnings consist of net loss before income taxes. Fixed
charges include interest expense on indebtedness and an estimate of the interest expense within rental expense.

Due to our net losses for the years ended December 31, 2016, 2015 and 2014 and for the six months ended June 30,
2017, earnings were insufficient to cover fixed charges for such periods and we are unable to disclose a ratio of
earnings to fixed charges for such periods. The dollar amount of the deficiency in earnings available for fixed charges
for the years ended December 31, 2016, 2015, 2014, 2013, 2012 and the six months ended June 30, 2017 was
approximately $33.5 million, $30.0 million, $25.9 million, $20.9 million, $14.2 million and $19.8 million,
respectively.
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USE OF PROCEEDS

We intend to use the net proceeds from the sale of any securities offered by us under this prospectus for general
corporate purposes unless otherwise indicated in the applicable prospectus supplement. General corporate purposes
may include research and development costs to support the advancement of our product candidates, including the
conduct of clinical trials and preclinical research and development activities; the manufacture of materials, reagents
and drug product and the continued development of our manufacturing capabilities to support our ongoing and
anticipated product development efforts; the expansion of our product candidate pipeline, including through internal
research and development activities and collaborations with third parties and the in-licensing of additional product
candidates; the procurement, maintenance, defense and enforcement of intellectual property rights protecting our
product candidates; general and administrative expenses; repayment and refinancing of debt; working capital; capital
expenditures; and other general corporate purposes. We may temporarily invest the net proceeds in a variety of capital
preservation instruments, including high quality, investment grade instruments, certificates of deposit or direct or
guaranteed obligations of the U.S. government, or may hold such proceeds as cash, until they are used for their stated
purpose. We have not determined the amount of net proceeds to be used specifically for such purposes. As a result,
management will retain broad discretion over the allocation of net proceeds.

We will not receive any proceeds from the sale by the selling stockholder of the 1,000,000 shares of common stock
covered by this prospectus.

7
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SELLING STOCKHOLDER

This prospectus also relates to the possible resale by one of our stockholders, who we refer to in this prospectus as the
�selling stockholder,� of up to 1,000,000 shares of our common stock. On May 4, 2015, we entered into a securities
purchase agreement with Juno Therapeutics, Inc. (�Juno�), pursuant to which we issued to Juno 1,000,000 shares of our
common stock, $0.001 par value per share, at a price of $8.00 per share. Additionally, on May 4, 2015, we and Juno
entered into a research collaboration and license agreement. Under the collaboration, we seek to identify small
molecule modulators that improve the therapeutic function of T cells, including for molecules that enhance the
properties of chimeric antigen receptor (CAR) T-cell and T-cell receptor (TCR) immunotherapies. Juno has the right
to incorporate such modulators in its development and commercialization of genetically engineered CAR T-cell and
TCR immunotherapies directed against certain tumor-associated antigen targets designated by Juno. On a
target-by-target basis, Juno is responsible for using commercially reasonable efforts to develop and commercialize
genetically engineered CAR T-cell or TCR immunotherapies that utilize or incorporate such modulators against such
target.

The following table sets forth the name of the selling stockholder, the total number of shares of common stock
beneficially owned by the selling stockholder prior to this offering, the percentage of our outstanding common stock
beneficially owned by the selling stockholder prior to this offering, the number of shares of common stock covered by
this prospectus and the total number of shares of common stock and percentage that the selling stockholder will
beneficially own upon completion of this offering. Beneficial ownership is determined in accordance with SEC rules.
The information is not necessarily indicative of beneficial ownership for any other purpose. In general, under these
rules a beneficial owner of a security includes any person who, directly or indirectly, through any contract,
arrangement, understanding, relationship or otherwise has or shares voting power or investment power with respect to
such security. A person is also deemed to be a beneficial owner of a security if that person has the right to acquire
beneficial ownership of such security within 60 days. The amounts set forth below are based upon information
provided to us by representatives of the selling stockholder, or on our records, and are accurate to the best of our
knowledge as of the date specified below. To our knowledge, except as otherwise indicated, and subject to applicable
community property laws, the persons named in the table have sole voting and investment power with respect to all
shares of common stock beneficially owned by that person.

The number of shares of common stock outstanding and percentage of beneficial ownership before this offering set
forth below is computed on the basis of 41,415,796 shares of our common stock issued and outstanding as of
August 10, 2017, and does not take into account 14,097,745 shares of common stock issuable upon conversion of
all 2,819,549 Preferred Shares outstanding on such date. The number of shares of common stock and percentage of
beneficial ownership after the consummation of this offering set forth below are based on the number of shares to be
issued and outstanding immediately after the consummation of this offering. Shares of our common stock that a
person has the right to acquire within 60 days of the date of this prospectus are deemed outstanding for purposes of
computing the percentage ownership of such person�s holdings, but are not deemed outstanding for purposes of
computing the percentage ownership of any other person.

8
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We do not know when or in what amounts the selling stockholder may sell or otherwise dispose of the shares covered
hereby. The selling stockholder might not sell any or all of the shares covered by this prospectus or may sell or
dispose of some or all of its shares in transactions exempt from the registration requirements of the Securities Act of
1933, as amended (the �Securities Act�), or in the open market after the date on which it provided the information set
forth in the table below. Because the selling stockholder may not sell or otherwise dispose of some or all of the shares
covered by this prospectus and because there are currently no agreements, arrangements or understandings with
respect to the sale or other disposition of any of the shares, we cannot estimate the number of the shares that will be
held by the selling stockholder after completion of a potential offering. For purposes of the table below, we have
assumed that the selling stockholder will have sold all of the shares covered by this prospectus upon completion of the
applicable offering.

Common stock beneficially owned

Shares of common
stock beneficially owned

prior to this offering

Maximum
number of
shares that

may be offered
pursuant to 

this
prospectus

Shares of common stock
beneficially owned after

giving effect to
this

offering(1)

Name and Address of Selling Stockholder Number Percentage Number Percentage
Juno Therapeutics, Inc.

400 Dexter Avenue North, Suite 1200

Seattle, Washington 98109

1,000,000 2.2% 1,000,000 �  �  

Total 1,000,000 2.2% 1,000,000 �  �  

(1) Assumes that the selling stockholder will sell all shares of common stock offered by it under this prospectus.
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SECURITIES WE MAY OFFER

This prospectus contains summary descriptions of the securities we may offer from time to time. In addition, the
selling stockholder may sell up to an aggregate of 1,000,000 shares of our common stock. This prospectus provides
you with a general description of the securities we and the selling stockholder may offer. These summary descriptions
are not meant to be complete descriptions of each security. The particular terms of any security we may offer will be
described in the applicable prospectus supplement.

DESCRIPTION OF CAPITAL STOCK

The following description of our common stock and preferred stock, together with the additional information we
include in any applicable prospectus supplements, summarizes the material terms and provisions of our capital stock.
The following description of our capital stock does not purport to be complete and is subject to, and qualified in its
entirety by, our certificate of incorporation and bylaws, which are exhibits to the registration statement of which this
prospectus forms a part, and by applicable law. The terms of our common stock and preferred stock may also be
affected by Delaware law.

Authorized Capital Stock

Our authorized capital stock consists of 150,000,000 shares of common stock, par value $0.001 per share, and
5,000,000 shares of preferred stock, par value $0.001 per share. 2,819,549 shares of our authorized preferred stock
have been designated as Class A Convertible Preferred Stock. As of June 30, 2017, we had 41,415,796 shares of
common stock outstanding and 2,819,549 shares of Class A Convertible Preferred Stock outstanding.

Common Stock

The holders of our common stock are entitled to one vote for each share held on all matters submitted to a vote of the
stockholders. The holders of our common stock do not have any cumulative voting rights. Holders of our common
stock are entitled to receive ratably any dividends declared by the board of directors out of funds legally available for
that purpose, subject to any preferential dividend rights of any outstanding preferred stock. Our common stock has no
preemptive rights, conversion rights or other subscription rights or redemption or sinking fund provisions.

In the event of our liquidation, dissolution or winding up, holders of our common stock will be entitled to share
ratably in all assets remaining after payment of all debts and other liabilities and any liquidation preference of any
outstanding preferred stock. All outstanding shares, including the shares of the selling stockholder registered for resale
hereunder, are fully paid and nonassessable.

When we issue shares of common stock under this prospectus, the shares will be fully paid and nonassessable and will
not have, or be subject to, any preemptive or similar rights.

Exchange Listing

Our common stock is listed on The NASDAQ Global Market under the symbol �FATE.� On August 11, 2017, the
closing price for our common stock, as reported on The NASDAQ Global Market, was $2.98 per share. As of
August 11, 2017, we had approximately 51 stockholders of record.

Transfer Agent and Registrar
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The transfer agent and registrar for our common stock is American Stock Transfer & Trust Company, LLC. The
transfer agent and registrar�s address is 6201 15th Avenue, Brooklyn, NY 11219.
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Preferred Stock

Undesignated Preferred Stock

Our board of directors was initially authorized to issue up to 5,000,000 shares of preferred stock in one or more series
without stockholder approval. As a result of the designation and issuance of 2,819,549 shares of Class A Convertible
Preferred Stock described below, our board of directors is authorized to designate and issue up to 2,180,451 remaining
shares of preferred stock. Our board of directors may determine the rights, preferences, privileges and restrictions,
including voting rights, dividend rights, conversion rights, redemption privileges and liquidation preferences, of each
series of preferred stock, any or all of which may be more favorable than the rights of our common stock. The
issuance of our preferred stock could adversely affect the voting power of holders of common stock and the likelihood
that such holders will receive dividend payments and payments upon our liquidation. In addition, the issuance of
preferred stock could have the effect of delaying, deferring or preventing a change in control of our company or other
corporate action.

The purpose of authorizing our board of directors to issue preferred stock in one or more series and determine the
number of shares in the series and its rights and preferences is to eliminate delays associated with a stockholder vote
on specific issuances. Examples of rights and preferences that the Board may fix are:

� dividend rights;

� dividend rates;

� conversion rights;

� voting rights;

� terms of redemption; and

� liquidation preferences.
The existence of authorized but unissued shares of undesignated preferred stock may enable our board of directors to
render more difficult or to discourage an attempt to obtain control of us by means of a merger, tender offer, proxy
contest or otherwise. For example, if in the due exercise of its fiduciary obligations, our board of directors were to
determine that a takeover proposal is not in the best interests of us or our stockholders, our board of directors could
cause shares of preferred stock to be issued without stockholder approval in one or more private offerings or other
transactions that might dilute the voting or other rights of the proposed acquirer, stockholder or stockholder
group. The rights of holders of our common stock described above, will be subject to, and may be adversely affected
by, the rights of any preferred stock that we may designate and issue in the future. The issuance of shares of
undesignated preferred stock could decrease the amount of earnings and assets available for distribution to holders of
shares of common stock. The issuance may also adversely affect the rights and powers, including voting rights, of
these holders and may have the effect of delaying, deterring or preventing a change in control of us.
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Class A Convertible Preferred Stock

We filed a Certificate of Designation of Preferences, Rights and Limitations of Class A Convertible Preferred Stock
with the Secretary of State of Delaware on November 22, 2016 (the �Certificate of Designation�), pursuant to which we
designated 2,819,549 shares of authorized and unissued preferred stock as Class A Convertible Preferred Stock (the
�Preferred Shares�). Each Preferred Share is convertible into five shares of common stock (subject to adjustment for
stock dividends, stock splits, combinations and the like). The holders of the Preferred Shares, which currently consist
of entities affiliated with Redmile Group, LLC (�Redmile�), are prohibited from converting the Preferred Shares into
shares of common stock if, as a result of such conversion, Redmile, together with its affiliates, would own more than
9.99% of the shares of our common stock then issued and outstanding (the �Redmile Percentage Limitation�), which
percentage may change at Redmile�s election upon 61 days� notice to us to (i) any other number less than or equal to
19.99% or (ii) subject
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to approval of our stockholders to the extent required in accordance with the NASDAQ Global Market rules (the
�Requisite Approval�), any number in excess of 19.99%. On May 2, 2017, our stockholders approved the issuance of up
to an aggregate of 14,097,745 shares of common stock upon the conversion of the 2,819,549 outstanding Preferred
Shares. As a result, Redmile has the right to increase the Redmile Percentage Limitation to any percentage in excess
of 19.99% at its election upon 61 days� notice to us. Additionally, in the event of certain fundamental transactions,
including (i) any merger or consolidation of our company with or into another entity; (ii) our sale, lease, license,
assignment, transfer, conveyance or other disposition of all or substantially all of our assets; (iii) the acceptance by
holders of 35% or more of our outstanding common stock of any purchase offer, tender offer or exchange offer
pursuant to which such holders are permitted to sell, tender or exchange their shares for other securities, cash or
property; (iv) any reclassification, reorganization or recapitalization of the common stock or any compulsory share
exchange pursuant to which the common stock is effectively converted into or exchanged for other securities, cash or
property; or (v) any other business combination pursuant to which a third party acquires more than 50% of our
outstanding shares of Common Stock, each share of Class A Convertible Preferred Stock outstanding immediately
prior to such fundamental transaction will automatically convert into shares of common stock at the applicable
conversion ratio then in effect.

In the event of our liquidation, dissolution or winding up, holders of Preferred Shares will participate pari passu with
the holders of our common stock in any distribution of proceeds, pro rata based on the number of shares held by each
such holder. The Preferred Shares will generally have no voting rights. Holders of the Preferred Shares are entitled to
receive, on an as-converted-to-common-stock basis, dividends that are equal to dividends actually paid on shares of
common stock, when, as and if such dividends are paid on shares of the common stock.

In addition, Redmile has the right to designate an individual to attend all meetings of our board of directors in a
non-voting observer capacity, which right is non-assignable and shall terminate upon the earlier of (i) November 21,
2019 or (ii) the date upon which Redmile�s total ownership no longer exceeds 15% of our total outstanding shares of
common stock on an as-converted basis (without giving effect to the Redmile Percentage Limitation).

Additional Series of Preferred Stock

We will incorporate by reference as an exhibit to the registration statement, which includes this prospectus, the form
of any certificate of designation that describes the terms of any additional series of preferred stock we may offer
pursuant to this prospectus. This description and the applicable prospectus supplement will include:

� the title and stated value;

� the number of shares authorized;

� the liquidation preference per share;

� the purchase price;

� the dividend rate, period and payment date, and method of calculation for dividends;
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� whether dividends will be cumulative or non-cumulative and, if cumulative, the date from which dividends
will accumulate;

� the procedures for any auction and remarketing, if any;

� the provisions for a sinking fund, if any;

� the provisions for redemption or repurchase, if applicable, and any restrictions on our ability to exercise
those redemption and repurchase rights;

� any listing of the preferred stock on any securities exchange or market;
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� whether the preferred stock will be convertible into our common stock, and, if applicable, the conversion
price, or how it will be calculated, and the conversion period;

� whether the preferred stock will be exchangeable into debt securities, and, if applicable, the
exchange price, or how it will be calculated, and the exchange period;

� voting rights, if any, of the preferred stock;

� preemptive rights, if any;

� restrictions on transfer, sale or other assignment, if any;

� whether interests in the preferred stock will be represented by depositary shares;

� a discussion of any material United States federal income tax considerations applicable to the preferred
stock;

� the relative ranking and preferences of the preferred stock as to dividend rights and rights if we liquidate,
dissolve or wind up our affairs;

� any limitations on issuance of any class or series of preferred stock ranking senior to or on a parity with the
series of preferred stock as to dividend rights and rights if we liquidate, dissolve or wind up our affairs; and

� any other specific terms, preferences, rights or limitations of, or restrictions on, the preferred stock.
When we issue shares of preferred stock under this prospectus, the shares will fully be paid and nonassessable and
will not be subject to any preemptive or similar rights.

Provisions of our Certificate of Incorporation and Bylaws and Delaware Anti-Takeover Law

Certain provisions of the Delaware General Corporation Law and of our certificate of incorporation and bylaws could
have the effect of delaying, deferring or discouraging another party from acquiring control of us. These provisions,
which are summarized below, are expected to discourage certain types of coercive takeover practices and inadequate
takeover bids and, as a consequence, they might also inhibit temporary fluctuations in the market price of our common
stock that often result from actual or rumored hostile takeover attempts. These provisions are also designed in part to
encourage anyone seeking to acquire control of us to first negotiate with our board of directors. These provisions
might also have the effect of preventing changes in our management. It is possible that these provisions could make it
more difficult to accomplish transactions that stockholders might otherwise deem to be in their best interests.
However, we believe that the advantages gained by protecting our ability to negotiate with any unsolicited and
potentially unfriendly acquirer outweigh the disadvantages of discouraging such proposals, including those priced
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above the then-current market value of our common stock, because, among other reasons, the negotiation of such
proposals could improve their terms.

Provisions of our Certificate of Incorporation and Bylaws. Our certificate of incorporation and bylaws include a
number of provisions that may have the effect of delaying, deferring or discouraging another party from acquiring
control of us and encouraging persons considering unsolicited tender offers or other unilateral takeover proposals to
negotiate with our board of directors rather than pursue non-negotiated takeover attempts. These provisions include
the items described below.

Board Composition and Filling Vacancies. Our certificate of incorporation provides for the division of our board of
directors into three classes serving staggered three-year terms, with one class being elected each year. Our certificate
of incorporation also provides that directors may be removed only for cause and then only by the affirmative vote of
the holders of 75% or more of the shares then entitled to vote at an election of directors. Furthermore, any vacancy on
our board of directors, however occurring, including a vacancy resulting from an increase in the size of our board,
may only be filled by the affirmative vote of a majority of our directors then in office even if less than a quorum.

13
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No Written Consent of Stockholders. Our certificate of incorporation provides that all stockholder actions are
required to be taken by a vote of the stockholders at an annual or special meeting, and that stockholders may not take
any action by written consent in lieu of a meeting.

Meetings of Stockholders. Our certificate of incorporation and bylaws provide that only a majority of the members of
our board of directors then in office may call special meetings of stockholders and only those matters set forth in the
notice of the special meeting may be considered or acted upon at a special meeting of stockholders. Our bylaws limit
the business that may be conducted at an annual meeting of stockholders to those matters properly brought before the
meeting.

Advance Notice Requirements. Our bylaws establish advance notice procedures with regard to stockholder proposals
relating to the nomination of candidates for election as directors or new business to be brought before meetings of our
stockholders. These procedures provide that notice of stockholder proposals must be timely given in writing to our
corporate secretary prior to the meeting at which the action is to be taken. Generally, to be timely, notice must be
received at our principal executive offices not less than 90 days nor more than 120 days prior to the first anniversary
date of the annual meeting for the preceding year. Our bylaws specify the requirements as to form and content of all
stockholders� notices.

Amendment to Certificate of Incorporation and Bylaws. As required by the Delaware General Corporation Law, any
amendment of our certificate of incorporation must first be approved by a majority of our board of directors, and if
required by law or our certificate of incorporation, must thereafter be approved by a majority of the outstanding shares
entitled to vote on the amendment and a majority of the outstanding shares of each class entitled to vote thereon as a
class, except that the amendment of the provisions relating to stockholder action, board composition, limitation of
liability and the amendment of our certificate of incorporation must be approved by not less than 75% of the
outstanding shares entitled to vote on the amendment, and not less than 75% of the outstanding shares of each class
entitled to vote thereon as a class. Our bylaws may be amended by the affirmative vote of a majority of the directors
then in office, subject to any limitations set forth in the bylaws; and may also be amended by the affirmative vote of at
least 75% of the outstanding shares entitled to vote on the amendment, or, if our board of directors recommends that
the stockholders approve the amendment, by the affirmative vote of the majority of the outstanding shares entitled to
vote on the amendment, in each case voting together as a single class.

Undesignated preferred stock. Our certificate of incorporation provides for 5,000,000 authorized shares of preferred
stock, of which 2,819,549 shares have been designated as Class A Convertible Preferred Stock. The existence of
authorized but unissued shares of undesignated preferred stock may enable our board of directors to discourage an
attempt to obtain control of us by means of a merger, tender offer, proxy contest or otherwise. For example, if in the
due exercise of its fiduciary obligations, our board of directors were to determine that a takeover proposal is not in the
best interests of our stockholders, our board of directors could cause shares of preferred stock to be issued without
stockholder approval in one or more private offerings or other transactions that might dilute the voting or other rights
of the proposed acquirer or insurgent stockholder or stockholder group. In this regard, our certificate of incorporation
grants our board of directors broad power to establish the rights and preferences of authorized and unissued shares of
preferred stock. The issuance of shares of preferred stock could decrease the amount of earnings and assets available
for distribution to holders of shares of common stock. The issuance may also adversely affect the rights and powers,
including voting rights, of these holders and may have the effect of delaying, deterring or preventing a change in
control of us.

Delaware Anti-Takeover Law We are subject to the provisions of Section 203 of the Delaware General Corporation
Law. In general, Section 203 prohibits a publicly-held Delaware corporation from engaging in a �business combination�
with an �interested stockholder� for a three-year period following the time that this stockholder becomes an interested
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among other things, a merger, asset or stock sale or other transaction resulting in a financial benefit to the interested
stockholder. In general, Section 203 defines an
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�interested stockholder� as any person or entity who, together with affiliates and associates, owns, or did own within
three years prior to the determination of interested stockholder status, 15% or more of the corporation�s voting stock.
Under Section 203, a business combination between a corporation and an interested stockholder is prohibited unless it
satisfies one of the following conditions:

� before the stockholder became interested, the board of directors approved either the business combination or
the transaction which resulted in the stockholder becoming an interested stockholder;

� upon consummation of the transaction which resulted in the stockholder becoming an interested stockholder,
the interested stockholder owned at least 85% of the voting stock of the corporation outstanding at the time
the transaction commenced, excluding for purposes of determining the voting stock outstanding, shares
owned by persons who are directors and also officers, and employee stock plans, in some instances; or

� at or after the time the stockholder became interested, the business combination was approved by the board
of directors of the corporation and authorized at an annual or special meeting of the stockholders by the
affirmative vote of at least two-thirds of the outstanding voting stock which is not owned by the interested
stockholder.

Exclusive Jurisdiction of Certain Actions. Our certificate of incorporation provides that, unless we consent in writing
to the selection of an alternative forum, the Court of Chancery of the State of Delaware shall be the sole and exclusive
forum for (i) any derivative action or proceeding brought on our behalf, (ii) any action asserting a claim of breach of a
fiduciary duty owed by any of our directors, officers or other employees to us or our stockholders, (iii) any action
asserting a claim arising pursuant to any provision of the Delaware General Corporation Law, our certificate of
incorporation or our bylaws, or (iv) any action asserting a claim against us governed by the internal affairs doctrine.
Although we believe this provision benefits us by providing increased consistency in the application of Delaware law
in the types of lawsuits to which it applies, the provision may have the effect of discouraging lawsuits against our
directors and officers. The enforceability of similar exclusive forum provisions in other companies� certificates of
incorporation has been challenged in legal proceedings, and it is possible that a court could rule that this provision in
our certificate of incorporation is inapplicable or unenforceable.

15
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DESCRIPTION OF DEBT SECURITIES

This section describes the general terms and provisions of our debt securities that we may issue from time to time. We
may issue debt securities, in one or more series, as either senior or subordinated debt or as senior or subordinated
convertible debt. While the terms we have summarized below will apply generally to any future debt securities we
may offer under this prospectus, the applicable prospectus supplement or free writing prospectus will describe the
specific terms of any debt securities offered through that prospectus supplement or free writing prospectus. The terms
of any debt securities we offer under a prospectus supplement or free writing prospectus may differ from the terms we
describe below. Unless the context requires otherwise, whenever we refer to the �indentures,� we also are referring to
any supplemental indentures that specify the terms of a particular series of debt securities.

We will issue any senior debt securities under the senior indenture that we will enter into with the trustee named in the
senior indenture. We will issue any subordinated debt securities under the subordinated indenture that we will enter
into with the trustee named in the subordinated indenture. We have filed forms of these documents as exhibits to the
registration statement, of which this prospectus is a part, and supplemental indentures and forms of debt securities
containing the terms of the debt securities being offered will be filed as exhibits to the registration statement of which
this prospectus is a part or will be incorporated by reference from reports that we file with the SEC.

The indentures will be qualified under the Trust Indenture Act of 1939, as amended, or the Trust Indenture Act. We
use the term �trustee� to refer to either the trustee under the senior indenture or the trustee under the subordinated
indenture, as applicable.

The following summaries of material provisions of the senior debt securities, the subordinated debt securities and the
indentures are subject to, and qualified in their entirety by reference to, all of the provisions of the indenture
applicable to a particular series of debt securities. We urge you to read the applicable prospectus supplement or free
writing prospectus and any related free writing prospectuses related to the debt securities that we may offer under this
prospectus, as well as the complete applicable indenture that contains the terms of the debt securities. Except as we
may otherwise indicate, the terms of the senior indenture and the subordinated indenture are identical.

General

We will describe in the applicable prospectus supplement or free writing prospectus the terms of the series of debt
securities being offered, including:

� the title;

� the principal amount being offered, and if a series, the total amount authorized and the total amount
outstanding;

� any limit on the amount that may be issued;

� whether or not we will issue the series of debt securities in global form, and, if so, the terms and who the
depository will be;
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� the maturity date;

� whether and under what circumstances, if any, we will pay additional amounts on any debt securities held by
a person who is not a United States person for tax purposes, and whether we can redeem the debt securities if
we have to pay such additional amounts;

� the annual interest rate, which may be fixed or variable, or the method for determining the rate and the date
interest will begin to accrue, the dates interest will be payable and the regular record dates for interest
payment dates or the method for determining such dates;
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� whether or not the debt securities will be secured or unsecured, and the terms of any secured debt;

� the terms of the subordination of any series of subordinated debt;

� the place where payments will be payable;

� restrictions on transfer, sale or other assignment, if any;

� our right, if any, to defer payment of interest and the maximum length of any such deferral period;

� the date, if any, after which, the conditions upon which, and the price at which, we may, at our option,
redeem the series of debt securities pursuant to any optional or provisional redemption provisions and the
terms of those redemption provisions;

� the date, if any, on which, and the price at which we are obligated, pursuant to any mandatory sinking fund
or analogous fund provisions or otherwise, to redeem, or at the holder�s option, to purchase, the series of debt
securities and the currency or currency unit in which the debt securities are payable;

� whether the indenture will restrict our ability or the ability of our subsidiaries to:

� incur additional indebtedness;

� issue additional securities;

� create liens;

� pay dividends or make distributions in respect of our capital stock or the capital stock of our subsidiaries;

� redeem capital stock;

� place restrictions on our subsidiaries� ability to pay dividends, make distributions or transfer assets;

� make investments or other restricted payments;
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� sell or otherwise dispose of assets;

� enter into sale-leaseback transactions;

� engage in transactions with stockholders or affiliates;

� issue or sell stock of our subsidiaries; or

� effect a consolidation or merger;

� whether the indenture will require us to maintain any interest coverage, fixed charge, cash flow-based,
asset-based or other financial ratios;

� a discussion of certain material or special United States federal income tax considerations applicable to the
debt securities;

� information describing any book-entry features;

� provisions for a sinking fund purchase or other analogous fund, if any;

� the applicability of the provisions in the indenture on discharge;

� whether the debt securities are to be offered at a price such that they will be deemed to be offered at an
�original issue discount� as defined in paragraph (a) of Section 1273 of the Internal Revenue Code of 1986, as
amended;

� the denominations in which we will issue the series of debt securities, if other than denominations of $1,000
and any integral multiple thereof;

� the currency of payment of debt securities if other than U.S. dollars and the manner of determining the
equivalent amount in U.S. dollars; and
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� any other specific terms, preferences, rights or limitations of, or restrictions on, the debt securities, including
any additional events of default or covenants provided with respect to the debt securities, and any terms that
may be required by us or advisable under applicable laws or regulations or advisable in connection with the
marketing of the debt securities.

Conversion or Exchange Rights

We will set forth in the applicable prospectus supplement or free writing prospectus the terms on which a series of
debt securities may be convertible into or exchangeable for our common stock, our preferred stock or other securities
(including securities of a third-party). We will include provisions as to whether conversion or exchange is mandatory,
at the option of the holder or at our option. We may include provisions pursuant to which the number of shares of our
common stock, our preferred stock or other securities (including securities of a third-party) that the holders of the
series of debt securities receive would be subject to adjustment.

Consolidation, Merger or Sale

Unless we provide otherwise in the prospectus supplement or free writing prospectus applicable to a particular series
of debt securities, the indentures will not contain any covenant that restricts our ability to merge or consolidate, or sell,
convey, transfer or otherwise dispose of all or substantially all of our assets. However, any successor to or acquirer of
such assets must assume all of our obligations under the indentures or the debt securities, as appropriate. If the debt
securities are convertible into or exchangeable for other securities of ours or securities of other entities, the person
with whom we consolidate or merge or to whom we sell all of our property must make provisions for the conversion
of the debt securities into securities that the holders of the debt securities would have received if they had converted
the debt securities before the consolidation, merger or sale.

Events of Default Under the Indenture

Unless we provide otherwise in the prospectus supplement or free writing prospectus applicable to a particular series
of debt securities, the following are events of default under the indentures with respect to any series of debt securities
that we may issue:

� if we fail to pay interest when due and payable and our failure continues for 90 days and the time for
payment has not been extended;

� if we fail to pay the principal, premium or sinking fund payment, if any, when due and payable at maturity,
upon redemption or repurchase or otherwise, and the time for payment has not been extended;

� if we fail to observe or perform any other covenant contained in the debt securities or the indentures, other
than a covenant specifically relating to another series of debt securities, and our failure continues for 90 days
after we receive notice from the trustee or holders of at least 25% in aggregate principal amount of the
outstanding debt securities of the applicable series; and

� if specified events of bankruptcy, insolvency or reorganization occur.
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We will describe in each applicable prospectus supplement or free writing prospectus any additional events of default
relating to the relevant series of debt securities.

If an event of default with respect to debt securities of any series occurs and is continuing, other than an event of
default specified in the last bullet point above, the trustee or the holders of at least 25% in aggregate principal amount
of the outstanding debt securities of that series, by notice to us in writing, and to the trustee if notice is given by such
holders, may declare the unpaid principal, premium, if any, and accrued interest, if any, due and payable immediately.
If an event of default specified in the last bullet point above occurs with respect to us, the unpaid principal, premium,
if any, and accrued interest, if any, of each issue of debt securities then outstanding shall be due and payable without
any notice or other action on the part of the trustee or any holder.
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The holders of a majority in principal amount of the outstanding debt securities of an affected series may waive any
default or event of default with respect to the series and its consequences, except defaults or events of default
regarding payment of principal, premium, if any, or interest, unless we have cured the default or event of default in
accordance with the indenture. Any waiver shall cure the default or event of default.

Subject to the terms of the indentures, if an event of default under an indenture shall occur and be continuing, the
trustee will be under no obligation to exercise any of its rights or powers under such indenture at the request or
direction of any of the holders of the applicable series of debt securities, unless such holders have offered the trustee
reasonable indemnity or security satisfactory to it against any loss, liability or expense. The holders of a majority in
principal amount of the outstanding debt securities of any series will have the right to direct the time, method and
place of conducting any proceeding for any remedy available to the trustee, or exercising any trust or power conferred
on the trustee, with respect to the debt securities of that series, provided that:

� the direction so given by the holder is not in conflict with any law or the applicable indenture; and

� subject to its duties under the Trust Indenture Act, the trustee need not take any action that might involve it
in personal liability or might be unduly prejudicial to the holders not involved in the proceeding.

A holder of the debt securities of any series will have the right to institute a proceeding under the indentures or to
appoint a receiver or trustee, or to seek other remedies if:

� the holder has given written notice to the trustee of a continuing event of default with respect to that series;

� the holders of at least 25% in aggregate principal amount of the outstanding debt securities of that series
have made written request, and such holders have offered reasonable indemnity to the trustee or security
satisfactory to it against any loss, liability or expense or to be incurred in compliance with instituting the
proceeding as trustee; and

� the trustee does not institute the proceeding, and does not receive from the holders of a majority in aggregate
principal amount of the outstanding debt securities of that series other conflicting directions within 90 days
after the notice, request and offer.

These limitations do not apply to a suit instituted by a holder of debt securities if we default in the payment of the
principal, premium, if any, or interest on, the debt securities, or other defaults that may be specified in the applicable
prospectus supplement or free writing prospectus.

We will periodically file statements with the trustee regarding our compliance with specified covenants in the
indentures.

Modification of Indenture; Waiver

Subject to the terms of the indenture for any series of debt securities that we may issue, we and the trustee may change
an indenture without the consent of any holders with respect to the following specific matters:
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� to fix any ambiguity, defect or inconsistency in the indenture;

� to comply with the provisions described above under �Description of Our Debt Securities�Consolidation,
Merger or Sale;�

� to comply with any requirements of the SEC in connection with the qualification of any indenture under the
Trust Indenture Act;

� to add to, delete from or revise the conditions, limitations, and restrictions on the authorized amount, terms,
or purposes of issue, authentication and delivery of debt securities, as set forth in the indenture;

19

Edgar Filing: HMG COURTLAND PROPERTIES INC - Form 10-Q

Table of Contents 69



Table of Contents

� to provide for the issuance of and establish the form and terms and conditions of the debt securities of any
series as provided under �Description of Our Debt Securities�General,� to establish the form of any
certifications required to be furnished pursuant to the terms of the indenture or any series of debt securities,
or to add to the rights of the holders of any series of debt securities;

� to evidence and provide for the acceptance of appointment hereunder by a successor trustee;

� to provide for uncertificated debt securities and to make all appropriate changes for such purpose;

� to add to our covenants such new covenants, restrictions, conditions or provisions for the benefit of the
holders, to make the occurrence, or the occurrence and the continuance, of a default in any such additional
covenants, restrictions, conditions or provisions an event of default or to surrender any right or power
conferred to us in the indenture; or

� to change anything that does not materially adversely affect the interests of any holder of debt securities of
any series.

In addition, under the indentures, the rights of holders of a series of debt securities may be changed by us and the
trustee with the written consent of the holders of at least a majority in aggregate principal amount of the outstanding
debt securities of each series that is affected. However, subject to the terms of the indenture for any series of debt
securities that we may issue or as otherwise provided in the prospectus supplement or free writing prospectus
applicable to a particular series of debt securities, we and the trustee may make the following changes only with the
consent of each holder of any outstanding debt securities affected:

� extending the stated maturity of the series of debt securities;

� reducing the principal amount, reducing the rate of or extending the time of payment of interest, or reducing
any premium payable upon the redemption or repurchase of any debt securities; or

� reducing the percentage of debt securities, the holders of which are required to consent to any amendment,
supplement, modification or waiver.

Discharge

Each indenture provides that, subject to the terms of the indenture and any limitation otherwise provided in the
prospectus supplement or free writing prospectus applicable to a particular series of debt securities, we can elect to be
discharged from our obligations with respect to one or more series of debt securities, except for specified obligations,
including obligations to:

� register the transfer or exchange of debt securities of the series;
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� replace stolen, lost or mutilated debt securities of the series;

� maintain paying agencies;

� hold monies for payment in trust;

� recover excess money held by the trustee;

� compensate and indemnify the trustee; and

� appoint any successor trustee.
In order to exercise our rights to be discharged, we must deposit with the trustee money or government obligations
sufficient to pay all the principal of, any premium and interest on, the debt securities of the series on the dates
payments are due.

Form, Exchange and Transfer

We will issue the debt securities of each series only in fully registered form without coupons and, unless we otherwise
specify in the applicable prospectus supplement or free writing prospectus, in denominations of $1,000
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and any integral multiple thereof. The indentures provide that we may issue debt securities of a series in temporary or
permanent global form and as book-entry securities that will be deposited with, or on behalf of, The Depository Trust
Company or another depository named by us and identified in a prospectus supplement or free writing prospectus with
respect to that series.

At the option of the holder, subject to the terms of the indentures and the limitations applicable to global securities
described in the applicable prospectus supplement or free writing prospectus, the holder of the debt securities of any
series can exchange the debt securities for other debt securities of the same series, in any authorized denomination and
of like tenor and aggregate principal amount.

Subject to the terms of the indentures and the limitations applicable to global securities set forth in the applicable
prospectus supplement or free writing prospectus, holders of the debt securities may present the debt securities for
exchange or for registration of transfer, duly endorsed or with the form of transfer endorsed thereon duly executed if
so required by us or the security registrar, at the office of the security registrar or at the office of any transfer agent
designated by us for this purpose. Unless otherwise provided in the debt securities that the holder presents for transfer
or exchange, we will make no service charge for any registration of transfer or exchange, but we may require payment
of any taxes or other governmental charges.

We will name in the applicable prospectus supplement or free writing prospectus the security registrar, and any
transfer agent in addition to the security registrar, that we initially designate for any debt securities. We may at any
time designate additional transfer agents or rescind the designation of any transfer agent or approve a change in the
office through which any transfer agent acts, except that we will be required to maintain a transfer agent in each place
of payment for the debt securities of each series. If we elect to redeem the debt securities of any series, we will not be
required to:

� issue, register the transfer of, or exchange any debt securities of that series during a period beginning at the
opening of business 15 days before the day of mailing of a notice of redemption of any debt securities that
may be selected for redemption and ending at the close of business on the day of the mailing; or

� register the transfer of or exchange any debt securities so selected for redemption, in whole or in
part, except the unredeemed portion of any debt securities we are redeeming in part.

Information Concerning the Trustee

The trustee, other than during the occurrence and continuance of an event of default under an indenture, undertakes to
perform only those duties as are specifically set forth in the applicable indenture. Upon an event of default under an
indenture, the trustee must use the same degree of care as a prudent person would exercise or use in the conduct of his
or her own affairs.

Subject to this provision, the trustee is under no obligation to exercise any of the powers given it by the indentures at
the request of any holder of debt securities unless it is offered reasonable security and indemnity against the costs,
expenses and liabilities that it might incur.

Payment and Paying Agents
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Unless we otherwise indicate in the applicable prospectus supplement or free writing prospectus, we will make
payment of the interest on any debt securities on any interest payment date to the person in whose name the debt
securities, or one or more predecessor securities, are registered at the close of business on the regular record date for
the interest.

We will pay principal of and any premium and interest on the debt securities of a particular series at the office of the
paying agents designated by us, except that unless we otherwise indicate in the applicable
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prospectus supplement or free writing prospectus, we will make interest payments by check that we will mail to the
holder or by wire transfer to certain holders. Unless we otherwise indicate in the applicable prospectus supplement or
free writing prospectus, we will designate the corporate trust office of the trustee as our sole paying agent for
payments with respect to debt securities of each series. We will name in the applicable prospectus supplement or free
writing prospectus any other paying agents that we initially designate for the debt securities of a particular series. We
will maintain a paying agent in each place of payment for the debt securities of a particular series.

All money we pay to a paying agent or the trustee for the payment of the principal of or any premium or interest on
any debt securities that remains unclaimed at the end of two years after such principal, premium or interest has
become due and payable will be repaid to us, and the holder of the debt security thereafter may look only to us for
payment thereof.

Governing Law

The indentures and the debt securities will be governed by and construed in accordance with the laws of the State of
New York, except to the extent that the Trust Indenture Act is applicable.

Ranking of Debt Securities

The subordinated debt securities will be subordinate and junior in priority of payment to certain of our other
indebtedness to the extent described in a prospectus supplement or free writing prospectus. The subordinated
indenture does not limit the amount of subordinated debt securities that we may issue. It also does not limit us from
issuing any other secured or unsecured debt.

The senior debt securities will rank equally in right of payment to all our other senior unsecured debt. The senior
indenture does not limit the amount of senior debt securities that we may issue. It also does not limit us from issuing
any other secured or unsecured debt.
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DESCRIPTION OF WARRANTS

The following description, together with the additional information we may include in any applicable prospectus
supplements, summarizes the material terms and provisions of the warrants that we may offer under this prospectus
and the related warrant agreements and warrant certificates. While the terms summarized below will apply generally
to any warrants that we may offer, we will describe the particular terms of any series of warrants in more detail in the
applicable prospectus supplement. If we indicate in the prospectus supplement, the terms of any warrants offered
under that prospectus supplement may differ from the terms described below. Specific warrant agreements will
contain additional important terms and provisions and will be incorporated by reference as an exhibit to the
registration statement, which includes this prospectus.

General

We may issue warrants for the purchase of common stock, preferred stock and/or debt securities in one or more series.
We may issue warrants independently or together with common stock, preferred stock and/or debt securities, and the
warrants may be attached to or separate from these securities.

We will evidence each series of warrants by warrant certificates that we will issue under a separate warrant agreement.
We will enter into the warrant agreement with a warrant agent. We will indicate the name and address of the warrant
agent in the applicable prospectus supplement relating to a particular series of warrants.

We will describe in the applicable prospectus supplement the terms of the series of warrants, including:

� the offering price and aggregate number of warrants offered;

� the currency for which the warrants may be purchased;

� if applicable, the designation and terms of the securities with which the warrants are issued and the number
of warrants issued with each such security or each principal amount of such security;

� if applicable, the date on and after which the warrants and the related securities will be separately
transferable;

� in the case of warrants to purchase debt securities, the principal amount of debt securities purchasable upon
exercise of one warrant and the price at, and currency in which, this principal amount of debt securities may
be purchased upon such exercise;

� in the case of warrants to purchase common stock or preferred stock, the number of shares of common stock
or preferred stock, as the case may be, purchasable upon the exercise of one warrant and the price at which
these shares may be purchased upon such exercise;
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� the effect of any merger, consolidation, sale or other disposition of our business on the warrant agreement
and the warrants;

� the terms of any rights to redeem or call the warrants;

� any provisions for changes to or adjustments in the exercise price or number of securities issuable upon
exercise of the warrants;

� the periods during which, and places at which, the warrants are exercisable;

� the manner of exercise;

� the dates on which the right to exercise the warrants will commence and expire;

� the manner in which the warrant agreement and warrants may be modified;

� federal income tax consequences of holding or exercising the warrants;

� the terms of the securities issuable upon exercise of the warrants; and

� any other specific terms, preferences, rights or limitations of or restrictions on the warrants.
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DESCRIPTION OF UNITS

We may issue units comprised of shares of common stock, shares of preferred stock, debt securities and warrants in
any combination. We may issue units in such amounts and in as many distinct series as we wish. This section outlines
certain provisions of the units that we may issue. If we issue units, they will be issued under one or more unit
agreements to be entered into between us and a bank or other financial institution, as unit agent. The information
described in this section may not be complete in all respects and is qualified entirely by reference to the unit
agreement with respect to the units of any particular series. The specific terms of any series of units offered will be
described in the applicable prospectus supplement. If so described in a particular supplement, the specific terms of any
series of units may differ from the general description of terms presented below. We urge you to read any prospectus
supplement related to any series of units we may offer, as well as the complete unit agreement and unit certificate that
contain the terms of the units. If we issue units, forms of unit agreements and unit certificates relating to such units
will be incorporated by reference as exhibits to the registration statement, which includes this prospectus.

Each unit that we may issue 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. The unit
agreement under which a unit is 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. The applicable prospectus supplement may
describe:

� the designation and terms of the units and of the securities comprising the units, including whether and under
what circumstances those securities may be held or transferred separately;

� any provisions of the governing unit agreement;

� the price or prices at which such units will be issued;

� the applicable United States federal income tax considerations relating to the units;

� any provisions for the issuance, payment, settlement, transfer or exchange of the units or of the securities
comprising the units; and

� any other terms of the units and of the securities comprising the units.
The provisions described in this section, as well as those described under �Description of Capital Stock,� �Description of
Debt Securities� and �Description of Warrants� will apply to the securities included in each unit, to the extent relevant
and as may be updated in any prospectus supplements.

Issuance in Series

We may issue units in such amounts and in as many distinct series as we wish. This section summarizes terms of the
units that apply generally to all series. Most of the financial and other specific terms of a particular series of units will
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be described in the applicable prospectus supplement.

Unit Agreements

We will issue the units under one or more unit agreements to be entered into between us and a bank or other financial
institution, as unit agent. We may add, replace or terminate unit agents from time to time. We will identify the unit
agreement under which each series of units will be issued and the unit agent under that agreement in the applicable
prospectus supplement.

24

Edgar Filing: HMG COURTLAND PROPERTIES INC - Form 10-Q

Table of Contents 78



Table of Contents

The following provisions will generally apply to all unit agreements unless otherwise stated in the applicable
prospectus supplement:

Modification without Consent

We and the applicable unit agent may amend any unit or unit agreement without the consent of any holder:

� to cure any ambiguity; any provisions of the governing unit agreement that differ from those described
below;

� to correct or supplement any defective or inconsistent provision; or

� to make any other change that we believe is necessary or desirable and will not adversely affect the interests
of the affected holders in any material respect.

We do not need any approval to make changes that affect only units to be issued after the changes take effect. We may
also make changes that do not adversely affect a particular unit in any material respect, even if they adversely affect
other units in a material respect. In those cases, we do not need to obtain the approval of the holder of the unaffected
unit; we need only obtain any required approvals from the holders of the affected units.

Modification with Consent

We may not amend any particular unit or a unit agreement with respect to any particular unit unless we obtain the
consent of the holder of that unit, if the amendment would:

� impair any right of the holder to exercise or enforce any right under a security included in the unit if the
terms of that security require the consent of the holder to any changes that would impair the exercise or
enforcement of that right; or

� reduce the percentage of outstanding units or any series or class the consent of whose holders is required to
amend that series or class, or the applicable unit agreement with respect to that series or class, as described
below.

Any other change to a particular unit agreement and the units issued under that agreement would require the following
approval:

� If the change affects only the units of a particular series issued under that agreement, the change must be
approved by the holders of a majority of the outstanding units of that series; or

�
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If the change affects the units of more than one series issued under that agreement, it must be approved by
the holders of a majority of all outstanding units of all series affected by the change, with the units of all the
affected series voting together as one class for this purpose.

These provisions regarding changes with majority approval also apply to changes affecting any securities issued under
a unit agreement, as the governing document.

In each case, the required approval must be given by written consent.

Unit Agreements Will Not Be Qualified under Trust Indenture Act

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. Therefore, holders of units issued under unit agreements will not have the protections of the
Trust Indenture Act with respect to their units.

Mergers and Similar Transactions Permitted; No Restrictive Covenants or Events of Default

The unit agreements will not restrict our ability to merge or consolidate with, or sell our assets to, another corporation
or other entity or to engage in any other transactions. If at any time we merge or consolidate with, or
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sell our assets substantially as an entirety to, another corporation or other entity, the successor entity will succeed to
and assume our obligations under the unit agreements. We will then be relieved of any further obligation under these
agreements.

The unit agreements will not include any restrictions on our ability to put liens on our assets, nor will they restrict our
ability to sell our assets. The unit agreements also will not provide for any events of default or remedies upon the
occurrence of any events of default.

Governing Law

The unit agreements and the units will be governed by Delaware law.

Form, Exchange and Transfer

We will issue each unit in global�i.e., book-entry�form only. Units in book-entry form will be represented by a global
security registered in the name of a depositary, which will be the holder of all the units represented by the global
security. Those who own beneficial interests in a unit will do so through participants in the depositary�s system, and
the rights of these indirect owners will be governed solely by the applicable procedures of the depositary and its
participants. We will describe book-entry securities, and other terms regarding the issuance and registration of the
units in the applicable prospectus supplement.

Each unit and all securities comprising the unit will be issued in the same form.

If we issue any units in registered, non-global form, the following will apply to them.

The units will be issued in the denominations stated in the applicable prospectus supplement. Holders may exchange
their units for units of smaller denominations or combined into fewer units of larger denominations, as long as the
total amount is not changed.

� Holders may exchange or transfer their units at the office of the unit agent. Holders may also replace lost,
stolen, destroyed or mutilated units at that office. We may appoint another entity to perform these functions
or perform them ourselves.

� Holders will not be required to pay a service charge to transfer or exchange their units, but they may be
required to pay for any tax or other governmental charge associated with the transfer or exchange. The
transfer or exchange, and any replacement, will be made only if our transfer agent is satisfied with the
holder�s proof of legal ownership. The transfer agent may also require an indemnity before replacing any
units.

� If we have the right to redeem, accelerate or settle any units before their maturity, and we exercise our right
as to less than all those units or other securities, we may block the exchange or transfer of those units during
the period beginning 15 days before the day we mail the notice of exercise and ending on the day of that
mailing, in order to freeze the list of holders to prepare the mailing. We may also refuse to register transfers
of or exchange any unit selected for early settlement, except that we will continue to permit transfers and
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exchanges of the unsettled portion of any unit being partially settled. We may also block the transfer or
exchange of any unit in this manner if the unit includes securities that are or may be selected for early
settlement.

Only the depositary will be entitled to transfer or exchange a unit in global form, since it will be the sole holder of the
unit.

Payments and Notices

In making payments and giving notices with respect to our units, we will follow the procedures as described in the
applicable prospectus supplement.
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PLAN OF DISTRIBUTION

Our Plan of Distribution

We may sell securities:

� through underwriters;

� through dealers;

� through agents;

� directly to purchasers; or

� through a combination of any of these methods or any other method permitted by law.
In addition, we may issue the securities as a dividend or distribution or in a subscription rights offering to our existing
security holders.

We may directly solicit offers to purchase securities, or agents may be designated to solicit such offers. In the
prospectus supplement relating to such offering, we will name any agent that could be viewed as an underwriter under
the Securities Act and describe any commissions that we must pay to any such agent. Any such agent will be acting on
a best efforts basis for the period of its appointment or, if indicated in the applicable prospectus supplement, on a firm
commitment basis. This prospectus may be used in connection with any offering of our securities through any of these
methods or other methods described in the applicable prospectus supplement.

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

� at a fixed price, or prices, which may be changed from time to time;

� at market prices prevailing at the time of sale;

� at prices related to such prevailing market prices; or

� at negotiated prices.
Each prospectus supplement will describe the method of distribution of the securities and any applicable restrictions.
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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 of the agent or any underwriters;

� the public offering or purchase price;

� any discounts and commissions to be allowed or paid to the agent or underwriters;

� all other items constituting underwriting compensation;

� any discounts and commissions to be allowed or paid to dealers; and

� any exchanges on which the securities will be listed.
If any underwriters or agents are used in the sale of the securities in respect of which this prospectus is delivered, we
will enter into an underwriting agreement, sales agreement or other agreement with them at the time of sale to them,
and we will set forth in the prospectus supplement relating to such offering the names of the underwriters or agents
and the terms of the related agreement with them.
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In connection with the offering of securities, we may grant to the underwriters an option to purchase additional
securities with an additional underwriting commission, as may be set forth in the accompanying prospectus
supplement. If we grant any such option, the terms of such option will be set forth in the prospectus supplement for
such securities.

If a dealer is used in the sale of the securities in respect of which the prospectus is delivered, we will sell such
securities to the dealer, as principal. The dealer, who may be deemed to be an �underwriter� as that term is defined in the
Securities Act, may then resell such securities to the public at varying prices to be determined by such dealer at the
time of resale.

If we offer securities in a subscription rights offering to our existing security holders, we may enter into a standby
underwriting agreement with dealers, acting as standby underwriters. We may pay the standby underwriters a
commitment fee for the securities they commit to purchase on a standby basis. If we do not enter into a standby
underwriting arrangement, we may retain a dealer-manager to manage a subscription rights offering for us.

Agents, underwriters, dealers and other persons may be entitled under agreements which they may enter into with us
to indemnification by us against certain civil liabilities, including liabilities under the Securities Act, and may be
customers of, engage in transactions with or perform services for us in the ordinary course of business.

If so indicated in the applicable prospectus supplement, we will authorize underwriters or other persons acting as our
agents to solicit offers by certain institutions to purchase securities from us pursuant to delayed delivery contracts
providing for payment and delivery on the date stated in the prospectus supplement. Each contract will be for an
amount not less than, and the aggregate amount of securities sold pursuant to such contracts shall not be less nor more
than, the respective amounts stated in the prospectus supplement. Institutions with whom the contracts, when
authorized, may be made include commercial and savings banks, insurance companies, pension funds, investment
companies, educational and charitable institutions and other institutions, but shall in all cases be subject to our
approval. Delayed delivery contracts will not be subject to any conditions except that:

� the purchase by an institution of the securities covered under that contract shall not at the time of delivery be
prohibited under the laws of the jurisdiction to which that institution is subject; and

� if the securities are also being sold to underwriters acting as principals for their own account, the
underwriters shall have purchased such securities not sold for delayed delivery. The underwriters and other
persons acting as our agents will not have any responsibility in respect of the validity or performance of
delayed delivery contracts.

Offered securities may also be offered and sold, if so indicated in the prospectus supplement, in connection with a
remarketing upon their purchase, in accordance with a redemption or repayment pursuant to their terms, or otherwise,
by one or more remarketing firms, acting as principals for their own accounts or as agents for us. Any remarketing
firm will be identified and the terms of its agreement, if any, with us and its compensation will be described in the
applicable prospectus supplement. Remarketing firms may be deemed to be underwriters in connection with their
remarketing of offered securities.

Certain agents, underwriters and dealers, and their associates and affiliates, may be customers of, have borrowing
relationships with, engage in other transactions with, or perform services, including investment banking services, for
us or one or more of our respective affiliates in the ordinary course of business.
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In order to facilitate the offering of the securities, any underwriters may engage in transactions that stabilize, maintain
or otherwise affect the price of the securities or any other securities the prices of which may be used to determine
payments on such securities. Specifically, any underwriters may overallot in connection with the offering, creating a
short position for their own accounts. In addition, to cover overallotments or to stabilize the
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price of the securities or of any such other securities, the underwriters may bid for, and purchase, the securities or any
such other securities in the open market. Finally, in any offering of the securities through a syndicate of underwriters,
the underwriting syndicate may reclaim selling concessions allowed to an underwriter or a dealer for distributing the
securities in the offering if the syndicate repurchases previously distributed securities in transactions to cover
syndicate short positions, in stabilization transactions or otherwise. Any of these activities may stabilize or maintain
the market price of the securities above independent market levels. Any such underwriters are not required to engage
in these activities and may end any of these activities at any time.

We may engage in at the market offerings into an existing trading market in accordance with Rule 415(a)(4) under the
Securities Act. 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 so
indicates, in connection with those derivatives, the third parties may sell securities covered by this prospectus and the
applicable prospectus supplement, including in short sale transactions. If so, the third party may use securities pledged
by us or borrowed from us or others to settle those sales or to close out any related open borrowings of stock, and may
use securities received from us in settlement of those derivatives to close out any related open borrowings of stock.
The third party in such sale transactions will be an underwriter and, if not identified in this prospectus, will be named
in the applicable prospectus supplement (or a post-effective amendment). In addition, we may otherwise loan or
pledge securities to a financial institution or other third party that in turn may sell the securities short using this
prospectus and an applicable prospectus supplement. Such financial institution or other third party may transfer its
economic short position to investors in our securities or in connection with a concurrent offering of other securities.

Under Rule 15c6-1 of the Securities Exchange Act of 1934, as amended (the �Exchange Act�), trades in the secondary
market generally are required to settle in three business days, unless the parties to any such trade expressly agree
otherwise. The applicable prospectus supplement may provide that the original issue date for your securities may be
more than three scheduled business days after the trade date for your securities. Accordingly, in such a case, if you
wish to trade securities on any date prior to the third business day before the original issue date for your securities,
you will be required, by virtue of the fact that your securities initially are expected to settle in more than three
scheduled business days after the trade date for your securities, to make alternative settlement arrangements to prevent
a failed settlement.

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 national securities exchange. We can make no assurance as to the liquidity of or the existence of
trading markets for any of the securities.

In compliance with the guidelines of the Financial Industry Regulatory Authority, Inc., or FINRA, the aggregate
maximum discount, commission or agency fees or other items constituting underwriting compensation to be received
by any FINRA member or independent broker-dealer will not exceed 8% of the proceeds from any offering pursuant
to this prospectus and any applicable prospectus supplement.

The specific terms of any lock-up provisions in respect of any given offering will be described in the applicable
prospectus supplement.

The underwriters, dealers and agents may engage in transactions with us, or perform services for us, in the ordinary
course of business for which they receive compensation.

The anticipated date of delivery of offered securities will be set forth in the applicable prospectus supplement relating
to each offer.
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The Selling Stockholder�s Plan of Distribution

We are registering the 1,000,000 shares of common stock held by the selling stockholder to permit the resale of these
shares from time to time after the date of this prospectus. We will not receive any proceeds from the sale by the selling
stockholder of the common stock covered by this prospectus

The selling stockholder may sell all or a portion of the shares of common stock held by it and offered hereby from
time to time directly or through one or more underwriters, broker-dealers or agents. If the shares of common stock are
sold through underwriters or broker-dealers, the selling stockholder will be responsible for underwriting discounts or
commissions or agent�s commissions. The shares of common stock may be sold in one or more transactions at fixed
prices, at prevailing market prices at the time of the sale, at varying prices determined at the time of sale or at
negotiated prices. These sales may be effected from time to time pursuant to one or more of the following methods,
which may involve crosses or block transactions:

� on any national securities exchange or U.S. inter-dealer quotation system of a registered national securities
association on which the securities may be listed or quoted at the time of sale;

� in the over-the-counter market;

� in transactions otherwise than on these exchanges or systems or in the over-the-counter market;

� through the writing or settlement of options or other hedging transactions, whether such options are listed on
an options exchange or otherwise;

� through ordinary brokerage transactions and transactions in which the broker-dealer solicits purchasers;

� through block trades in which the broker-dealer will attempt to sell the shares as agent but may position and
resell a portion of the block as principal to facilitate the transaction;

� through purchases by a broker-dealer as principal and resale by the broker-dealer for its account;

� through an exchange distribution in accordance with the rules of the applicable exchange;

� in public or privately negotiated transactions;

� through short sales;

Edgar Filing: HMG COURTLAND PROPERTIES INC - Form 10-Q

Table of Contents 89



� in transactions in which broker-dealers agree with the selling stockholder to sell a specified number of such
shares at a stipulated price per share;

� through a combination of any such methods of sale; or

� through any other method permitted pursuant to applicable law.
If the selling stockholder effects such transactions by selling shares of common stock to or through underwriters,
broker-dealers or agents, such underwriters, broker-dealers or agents may receive commissions in the form of
discounts, concessions or commissions from the selling stockholder or commissions from purchasers of the shares of
common stock for whom they may act as agent or to whom they may sell as principal (which discounts, concessions
or commissions as to particular underwriters, broker-dealers or agents may be in excess of those customary in the
types of transactions involved). Broker-dealers engaged by the selling stockholders may arrange for other
broker-dealers to participate in sales. In connection with sales of the shares of common stock or otherwise, the selling
stockholder may enter into hedging transactions with broker-dealers, which may in turn engage in short sales of the
shares of common stock in the course of hedging in positions they assume. The selling stockholder may agree to
indemnify any agent, dealer or broker-dealer that participates in transactions involving sales of the shares if liabilities
are imposed on that person under the Securities Act. The selling stockholder may also sell shares of common stock
short and deliver shares of common stock covered by this prospectus to close out short positions, and to return
borrowed shares in connection with such short sales, provided that the short sales are made after the registration
statement of which this prospectus forms a part is declared effective. The selling stockholder may also loan or pledge
shares of common stock to broker-dealers in connection with bona fide margin accounts secured by the shares of
common stock, which shares broker-dealers could in turn sell if the selling stockholder defaults in the performance of
its respective secured obligations.
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The selling stockholder may pledge or grant a security interest in some or all of the shares of common stock owned by
it and, if it defaults in the performance of its secured obligations, the pledgees or secured parties may offer and sell the
shares of common stock from time to time pursuant to this prospectus. The selling stockholder also may transfer and
donate the shares of common stock in other circumstances in which case the transferees, donees or other successors in
interest will be the selling beneficial owners for purposes of this prospectus. We will file an amendment or supplement
to this prospectus under Rule 424(b)(3) or other applicable provision of the Securities Act of 1933, amending, if
necessary, the list of selling stockholders to include the pledgee, transferee or other successors in interest as selling
stockholders under this prospectus.

The selling stockholder and any broker-dealer participating in the distribution of the shares of common stock may be
deemed to be �underwriters� within the meaning of the Securities Act of 1933, and any commission paid, or any
discounts or concessions allowed to, any such broker-dealer may be deemed to be underwriting commissions or
discounts under the Securities Act of 1933. In such event, at the time a particular offering of the shares of common
stock is made, a prospectus supplement, if required, will be distributed which will set forth the aggregate amount of
shares of common stock being offered and the terms of the offering, including the name or names of any underwriters,
broker-dealers or agents, any discounts, commissions and other terms constituting compensation from the selling
stockholder and any discounts, commissions or concessions allowed or reallowed or paid to underwriters or
broker-dealers.

Under the securities laws of some states, the shares of common stock may be sold in such states only through
registered or licensed brokers or dealers. In addition, in some states the shares of common stock may not be sold
unless such shares have been registered or qualified for sale in such state or an exemption from registration or
qualification is available and is complied with.

There can be no assurance that the selling stockholder will sell any or all of the shares of common stock registered
pursuant to the registration statement of which this prospectus forms a part.

The selling stockholder and any other person participating in such distribution will be subject to applicable provisions
of the Securities Exchange Act of 1934, and the rules and regulations thereunder, including, without limitation,
Regulation M of the Securities Exchange Act of 1934, which may limit the timing of purchases and sales of any of the
shares of common stock by the selling stockholder and any other participating person. Regulation M may also restrict
the ability of any person engaged in the distribution of the shares of common stock to engage in market-making
activities with respect to the shares of common stock. All of the foregoing may affect the marketability of the shares
of common stock and the ability of any person or entity to engage in market-making activities with respect to the
shares of common stock.

We will pay all expenses of the registration of the shares of common stock held by the selling stockholder, including,
without limitation, SEC filing fees and expenses of compliance with state securities or �blue sky� laws; provided,
however, that the selling stockholder will pay all underwriting discounts and selling commissions, if any. We will
indemnify the selling stockholder against liabilities, including liabilities under the Securities Act of 1933, or the
selling stockholder will be entitled to contribution, in each case in accordance with the investor rights agreement. We
may be indemnified by the selling stockholder against civil liabilities, including liabilities under the Securities Act of
1933, that may arise from any written information furnished to us by the selling stockholder specifically for use in this
prospectus, or we may be entitled to contribution, in each case in accordance with the investor rights agreement.

Once sold under the registration statement of which this prospectus forms a part, the shares of common stock held by
the selling stockholder will be freely tradable by the purchasers of such shares, other than our affiliates.
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sold under Rule 144, rather than pursuant to this prospectus.
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LEGAL MATTERS

Certain legal matters in connection with this offering will be passed upon for us by Goodwin Procter LLP, San
Francisco, California. Any underwriters will also be advised about the validity of the securities and other legal matters
by their own counsel, which will be named in the prospectus supplement.

EXPERTS

The consolidated financial statements of Fate Therapeutics, Inc. appearing in our Annual Report (Form 10-K) for the
year ended December 31, 2016 have been audited by Ernst & Young LLP, independent registered public accounting
firm, as set forth in their report thereon, included therein, and incorporated herein by reference. Such consolidated
financial statements are incorporated herein by reference in reliance upon such report given on the authority of such
firm as experts in accounting and auditing.

WHERE YOU CAN FIND MORE INFORMATION

We are subject to the information requirements of the Exchange Act and, in accordance therewith, file annual,
quarterly and special reports, proxy statements and other information with the SEC. You may read and copy any
document we file at the SEC�s Public Reference Room at 100 F Street, N.E., Washington, D.C. 20549. You may call
the SEC at 1-800-SEC-0330 for further information on the operation of the Public Reference Room. These documents
also may be accessed through the SEC�s electronic data gathering, analysis and retrieval system, or EDGAR, via
electronic means, including the SEC�s home page on the Internet (www.sec.gov).

We have the authority to designate and issue more than one class or series of stock having various preferences,
conversion and other rights, voting powers, restrictions, limitations as to dividends, qualifications, and terms and
conditions of redemption. See �Description of Capital Stock.� We will furnish a full statement of the relative rights and
preferences of each class or series of our stock which has been so designated and any restrictions on the ownership or
transfer of our stock to any stockholder upon written or oral request and without charge. Written requests for such
copies should be directed to Fate Therapeutics, Inc., 3535 General Atomics Court, Suite 200, San Diego, CA 92121,
Attention: Secretary, or by telephone request to (858) 875-1800. Our website is located at www.fatetherapeutics.com.
Information contained on our website is not incorporated by reference into this prospectus and, therefore, is not part of
this prospectus or any accompanying prospectus supplement.

INCORPORATION BY REFERENCE

The SEC allows us to incorporate by reference the information and reports we file with it, which means that we can
disclose important information to you by referring you to these documents. The information incorporated by reference
is an important part of this prospectus, and information that we file later with the SEC will automatically update and
supersede the information already incorporated by reference. We are incorporating by reference the documents listed
below, which we have already filed with the SEC, and any future filings we make with the SEC under Sections 13(a),
13(c), 14 or 15(d) of the Exchange Act, including all filings made after the date of the filing of this registration
statement and prior to the effectiveness of this registration statement, except as to any portion of any future report or
document that is not deemed filed under such provisions, until we sell all of the securities:

� Annual Report on Form 10-K for the year ended December 31, 2016;
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� The information specifically incorporated by reference into our Annual Report on Form 10-K for the year
ended December 31, 2016 from our definitive proxy statement on Schedule 14A (other than information
furnished rather than filed), which was filed with the SEC on March 22, 2017;
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� Quarterly Reports on Form 10-Q filed with the SEC for the quarters ended March 31, 2017 and June 30,
2017;

� Current Reports on Form 8-K filed with the SEC on May 8, 2017 and July 14, 2017; and

� The description of our common stock contained in our registration statement on Form 8-A (Registration
No. 001-36076) filed with the SEC on September 17, 2013 under Section 12(b) of the Exchange Act,
including any amendments or reports filed for the purpose of updating such description.

Upon request, we will provide, without charge, to each person, including any beneficial owner, to whom a copy of this
prospectus is delivered, a copy of the documents incorporated by reference into this prospectus but not delivered with
the prospectus. You may request a copy of these filings, and any exhibits we have specifically incorporated by
reference as an exhibit in this prospectus, at no cost by writing or telephoning us at the following address:

Fate Therapeutics, Inc., 3535 General Atomics Court, Suite 200, San Diego, CA 92121, Attention: Secretary, or by
telephone request to (858) 875-1800.

This prospectus is part of a registration statement we filed with the SEC. We have incorporated exhibits into this
registration statement. You should read the exhibits carefully for provisions that may be important to you.

You should rely only on the information incorporated by reference or provided in this prospectus or any prospectus
supplement. We have not authorized anyone to provide you with different information. We are not making an offer of
these securities in any state where the offer is not permitted. You should not assume that the information in this
prospectus or in the documents incorporated by reference is accurate as of any date other than the date on the front of
this prospectus or those documents.
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